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Board of Directors’ Report

Dear Shareholders,

On behalf of Commercial Bank of Dubai (CBD), we have the pleasure of presenting our report
together with the audited consolidated financial statements for the year ended 31 December 2021.

The audited financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and
comply with relevant laws of the United Arab Emirates.

FINANCIAL HIGHLIGHTS

CBD has delivered a record full year performance on the back of the improving external
environment, strengthening business sentiment assisted by Expo 2020 and contained pandemic
impacts due to the good measures taken by the UAE Government, the Government of Dubai and the
Central Bank of the UAE. The strong operating performance was primarily driven by improved net
interest income, stable non funded income and lower expected credit losses. The bank remains well
capitalized with all liquidity ratios comfortably above the minimum levels prescribed by the UAE
Central Bank. The economic outlook and business confidence for 2022 remains positive for further
performance improvements in the year ahead and beyond.

Net Profit of AED 1,451 million for the full year was 29.5% up against the prior year on the back of
strong lending supported by improved operating performance coupled with lower expected credit
losses.

Operating Income for the full year of 2021 amounted to AED 3,183 million, an increase of 6.9%,
attributable to higher Net Interest Income (NII) by 10.1% as a result of higher volumes and lower
funding costs, and a 1.2% increase in Other Operating Income (OOI) from increased business
activities.

Operating Expenses were AED 865 million, up 7.2% compared to the full year 2020. The bank
continues to invest in and expand seamless digital solutions for our customers. This resulted in an
improved customer experience as well as increased efficiency. The cost to income ratio remains
market leading at 27.2%.

Operating Profit grew by 6.8% to AED 2,318 million.

Impairment Allowances were lower with additional net impairment provisions of AED 867
million during the year in line with the bank’s prudent provisioning policy as compared to AED
1,051 million for the full year of 2020.



(AED Million)

Income Statement 2021 2020 YoY Var
Net interest income 2,078 1,887 10.1%
Other operating income 1,105 1,092 1.2%
Total Income 3,183 2,978 6.9%
Operating Expenses 865 807 7.2%
Operating Profit 2,318 2,171 6.8%
Net impairment allowances 867 1,051 (-17.5%)
Net profit 1,451 1,120 29.5%

Asset quality the non-performing loan (NPL) ratio increased to 6.95%, up from 6.77% at the end
of 2020, with coverage inclusive of collateral at 119.5% up from 110.2% in 2020.

Total assets were AED 114.2 billion as at 31 December 2021, an increase of 17.3% compared to
AED 97.4 billion as at 31 December 2020.

Net loans and advances were AED 76.4 billion as at 31 December 2021, registering an increase of
17.1% compared to AED 65.3 billion as at 31 December 2020.

Customers’ deposits were AED 82.7 billion as at 31 December 2021, representing an increase of
18.6% compared to AED 69.8 billion as at 31 December 2020. Low cost current and savings
accounts (CASA) constitute 45.2% of the total deposit base, while the financing-to-deposits ratio
stood at 92.4%.

(AED Million)

Balance Sheet 2021 2020 YoY Var
Gross loans and advances 80,465 69,049 16.5%
Allowances of impairment 4,024 3,761 7.0%
Net loans and advances 76,441 65,289 17.1%
Total Assets 114,213 97,362 17.3%
Customer deposits 82,722 69,751 18.6%
Total Equity 13,567 12,954 4.7%

The bank’s liquidity position remained robust with the advances to stable resources ratio at
88.00% as at 31 December 2021 (31 December 2020: 86.33%), compared to the UAE Central Bank

limit of 100%.



CBD’s capital ratios remained strong with the capital adequacy ratio (CAR) and Tier 1 ratio at
15.82% and 14.66%, respectively, while the Common Equity Tier 1 (CET1) ratio stood at 12.13%.
All capital ratios were significantly above the minimum regulatory thresholds mandated by the UAE
Central Bank.

Key ratios % 2021 2020 Yo var

(bps)
Return on equity 13.22 10.69 253
Return on assets 1.37 1.21 16
Cost to income ratio 27.18 27.11 7
Capital adequacy ratio 15.82 16.65 (83)
Non-performing loans (NPL) 6.95 6.77 18
Provision Coverage 62.59 69.70 (711)
Financing-to-deposit ratio 92.41 93.60 (119)
Advances to stable resources 88.00 86.33 167
Tier 1 ratio 14.66 15.50 (84)
CET 1 ratio 12.13 12.71 (58)

The Board of Directors has proposed a 25.88% cash dividend for the year, which is equivalent to
50% of net profit.

STRATEGY

CBD’s vision is driven by our purpose “To back the nation’s ambitions’.

During the year, driven by strong growth in loans, the bank’s total assets reached a record of AED
114 billion. Loan growth was broad-based covering all the sectors of the UAE economy, with retail
mortgages recording outstanding growth. The bank delivered commendable net profit growth
driven by higher net interest income as loans volumes increased and cost of funds declined.

The bank continued to support its franchise customers within Institutional and Corporate banking,
further deepening these relationships, a strategic priority for the bank. During the year the bank
increased its product offering with the launch of Asset Backed Lending and deepened extension of
Supply Chain Financing.

In 2021, the bank further delivered on its Default Digital agenda, one of the core strategic pillars,
with the launch of CBD Investr, the first Robo-Advisory app in the UAE. The bank also opened the
CBD Digital Lab at the Dubai International Finance Centre, becoming the first bank to establish such



a facility. The Lab will foster innovation and create a collaborative ecosystem between the bank and
FinTechs.

The bank continued to invest in people in 2021 with a focus on Emiratisation and high performance.
During the year, the bank welcomed 40 UAE National Graduates as part of its Tumoo7 program. In
Q1 2021, a vaccination clinic was set up at the bank, offering vaccines to employees and their
dependents.

In 2022, the bank expects to continue to grow market share within its core business segments,
increasing the number of customers and depth of activity with existing customers. Within the retail
business, the bank expects to continue growing predominantly in selected market segments with a
focus on mortgages and investment solutions, enabled by market leading digital offerings.

CBD'’s strong set of core values, Collaboration, Ownership, Delivery and Excellence (CODE) are
embedded in its culture and will guide the bank now and in the years ahead.

MARKET OVERVIEW

The Global Economic Outlook for 2022 has been impacted by the COVID-19 Omicron variant,
however, more recent indicators inform that the associated economic impact could be limited and
short-lived. The International Monetary Fund has projected a 4.4% growth in global output for
2022. GDP growth will be moderated by high and sustained inflation, causing most Central Banks
to increase record low interest rates and tighten other monetary settings. The Federal Reserve has
indicated a series of interest rate increases throughout 2022. Financial markets have already priced
in a number of interest rates with major global stock and bond markets reflecting higher forward
looking interest rates. Geopolitical events present further uncertain risks to global growth and
stability, potentially feeding into commodity and currency volatility with the possibility of further
economic contagion.

The IMF has revised its 2022 outlook for the Middle East from 4.1% to 4.3% GDP growth, on the
back of higher oil prices and high vaccination rates, particularly in the Gulf countries, which will
minimise the severity of the pandemic and reduce the need for frequent lockdowns.

Locally in the UAE, the IMF projects the economy to grow by 3.0% in 2022, driven by strong
vaccination rates, higher oil prices and increasing oil production, which will assist the government
fiscal position and drive real GDP growth. The US Energy Information Administration has forecast
Brent oil to average $75/b in 2022 and $68/b in 2023, with risk to the upside, which would imply
prices comfortably above the fiscal breakeven price for the UAE. The recent corporate income tax
policy announcements are not anticipated to impact economic growth or business confidence.



Dubai’s economy grew by 6.3% in the first three quarters of 2021, helped by a strong recovery in
the real estate and the tourism sectors. Apartment and villa volumes and prices in Dubai recorded
strong growth in 2021 supported by increased consumer sentiment and low interest rates. The
hospitality and tourism sector benefitted from various global sporting fixtures and EXPO 2020, with
additional tail winds projected from the football World Cup that will be hosted in Qatar later during
the year. Other factors such as continued structural reforms, including longer term residency visas
and 100% foreign ownership of onshore companies, among others, will help boost investment and
drive growth over the medium term.

While the outlook for 2022 remains mostly positive, medium term risks to the UAE economy include
slowing global growth, contagion from geo-political events, any resurgence in the virus via a newer
variant, increased interest rates raising borrowing costs, and a stronger US dollar.

WHOLESALE BANKING GROUP (WBG)

The Wholesale Banking Group (WBG) comprises of the relationship management team for our mid-
size and large corporate customers, family offices as well as institutional customers. In order to
deliver the planned growth in a sustainable and diversified manner, the bank was able to leverage
the product and digital capability as well as the established coverage teams to deliver strong
performance.

The WBG team achieved excellent progress in 2021 across most performance units. This was
facilitated by our focus on large corporates and in segments covering manufacturing, real estate,
financial institutions and government related entities.

The Syndications and Debt Capital Markets team played a significant role in diversifying our
business and in contributing to the overall WBG year-on-year growth. The contribution increased
significantly in both the number and volume of transactions, in comparison to previous years.

CBD introduced iServe, a new digital self-service portal that empowers our WBG customers with
the convenience of on-demand support. Through this portal, our customers can enjoy quicker
turnaround times, enhanced transparency on request status, and real time communications.

The launch of the CBD Digital Lab provided an outstanding example of our commitment to support
the UAE Government’s initiative to be one of the world’s most innovative nations. This spirit of
creativity also reaffirms our efforts to expand infrastructure in financial technology, unlock
innovation opportunities, and introduce new and innovative financial products to the market.

The Group won several awards in 2021, a testament to the bank’s focus on the ‘Default Digital’
journey:



e “Best New Application of Technology in Supply Chain Finance” by Global Finance.
e The MEA Finance Awards- Best Commercial Bank, and Best Digital Transformation
Implementation

PERSONAL BANKING (“PBG”)

PBG contributed a net profit of AED 495 million for 2021, a growth of 36% year on year. The
achievement was delivered through a broad based focus on revenue growth, continued digitization
and efficiency and overall improved asset quality. PBG witnessed a solid increase in operating profit
as a result of increased volumes, digital transformation and sound credit risk management. Non-
funded income growth was robust, driven by investment fees, foreign exchange (FX) and credit card
spend.

The accelerated loan growth was mainly driven by a market leading performance on mortgages and
an increase in credit cards volumes in part via a portfolio acquisition. Steady growth in liabilities
across individual and SME'’s translated into an asset-to-liability ratio of 42% by the end of 2021. The
secured lending portfolio exhibited strong growth through strategic alliances with key partners and
new product offerings. The personal loan portfolio remained stable with a continued focus on return
for risk.

The strategic focus in 2021 was on digital transformation whereby CBD enhanced its capabilities to
provide customers with contactless banking solutions thereby migrating more transactions from
branches to alternative digital platforms. The business also successfully on-boarded more than one
hundred thousand individual customers across products, including the CBD Digi account, virtual
cards and Digi loans and introduced new corridors for instant remittances which resulted in
significant transaction growth in 2021. The business also successfully launched digital account
opening capabilities for SME clients and instant digital pre-approval capabilities for mortgage
customers.

As part of the ongoing efforts to support the UAE economy and back the businesses operating in the
country, CBD partnered with various government licensing authorities including the Dubai
Economy (DE), Jebel Ali Free Zone (JAFZA), Dubai Multi Commodities Centre (DMCC), Department
Economic Development Abu Dhabi (ADDED) to provide banking services to their licensed
companies.

The Group won several awards in 2021, a testament to the innovative products and services offered
by the bank:



e “Best Innovation Processes” Award & “Best Customer Experience” Award for CBD Digi
account - Transformers Award

e BestInnovation in Retail Banking for the CBD Digi Account and Best Mobile Banking Services
for the CBD Mobile App - MEA Finance Banking Technology Awards

e Most Innovative Bank of the Year at the Leaders in FinTech Awards ME - The Entrepreneur
magazine

e Excellence in Innovation - Retail Banking Award - Finnovex Awards

CBD AL ISLAMI

CBD Al Islami continued to support customers extending sharia compliant products. During the
year, the business continued its journey to provide a full range of Sharia compliant products and
services, which includes Islamic Asset Backed Financing (ABF) and Supply Chain Finance (SCF),
thereby providing effective and efficient banking products for corporate counterparties involved in
working capital transactions.

On the Sharia compliance aspects, CBD aligned the Islamic window organization structure with the
three lines of defence as mandated by Sharia governance framework and implemented regulatory
requirements to comply with the standard for Financial Institutions housing an Islamic Window, as
issued by the CBUAE.

TREASURY

For the majority of the year, against the continuing backdrop of COVID and the uncertain financial
markets, global central banks maintained their highly accommodative liquidity stance. This
followed on from 2020 continued to drive the cost of funds lower and once again left investors
looking for higher yielding investment opportunities. These lower market rates also had another
significant positive impact on the realized gains from the bank’s Investment Portfolio.

During the year, CBD Treasury further expanded foreign exchange, risk management and
investment solution capabilities, broadening the product range to an increased number of
customers meeting their risk management and investment needs. Treasury also continued its
investments in digitalization, expanding remittance services, launching a collateralized FX platform
and CBDInvestr - a platform for automatic investing and self-investing.

A key point of inflection was evident in the second half of the year when fears over inflation led to a
change in the US interest rate outlook and following Fed direction, rate hike expectations started to
build sharply for 2022 and beyond. Coupled with this was this start of the LIBOR transition journey
and the bank has been working to prepare customers, employees and systems for these changes.
Stock markets remained resilient in the face of the rate outlook and the strong domestic economy,



together with increased new equity issuances led to increased client participation in equities, both
locally and internationally.

SUPPORT FUNCTIONS

During 2021 the bank was able to continue to address COVID-19 related challenges without
disruption to customer servicing, whilst at the same time continuing to deliver on the digital
transformation agenda, completing more than 53 transformation projects and over 200 significant
enhancements to existing platforms throughout the year.

CBD has positioned itself to automate instant pre-approval mortgage issuance. Our new
partnerships with the DED and Norblock have also allowed us to offer instant accounts to entities
licensed by DE (Dubai Economy). The bank worked towards enabling strategic partnerships and
ecosystems with Samsung and Emaar, and had successfully enabled the migration of a large credit
card portfolio.

We continue the implementation of our payments hub solution on the Cloud, with inward payments
now being fully handled by the new platform resulting in a significant growth in our ability to
process STP payments.

CBD has implemented robotics based automation in the areas of customer transactions, cheque
processing and signature verification.

The Group’s achievements have continued to be widely recognized by multiple industry accolades,
including:

e “Best Digital Transformation 2021” by MEA Finance Magazine.

e “Most innovative Bank of the Year” by Entrepreneur Middle East.

e “Best Digital Transformation Implementation” award for CBD’s Direct from Customer
initiative, and “Best Robo Advisory Implement Solution” for CBD Investr app by MEA
Finance 2021 Awards

e “Outstanding Digital Transformation in Trade Finance” Award during the 2021 Middle East
& Africa Innovation Awards event, organized by ‘The Digital Banker’.



PEOPLE

CBD continued to invest in attracting, retaining and developing talent to build a sustainable, high
performance culture. Our people were supported through a year of ongoing business
transformation, bringing about positive organizational change.

Emiratization efforts have continued as a strategy priority for the bank, investing in specific
programs such as the Tumoo7 management training program and the UAEN Accelerator program.
The bank was proud to hire a record 40 UAEN fresh graduates in 2021.

The bank’s employee engagement score remained strong and at the global financial services
benchmark. The survey results outlined employee’s positive sentiment about Leadership,
Prospects, and Feeling Connected, Valued and Trusted by the organization. Insights from the results
have allowed us to celebrate where we excel as an organization and challenged us to re-think how
we work to ensure that we are always making the best decisions for our customers, our employees
and our business. CBD was declared a winner in the category of ‘Employee Engagement Champion
- Private Sector’ at LinkedIn Talent Awards. This category is to recognize companies who created a
culture of continuous feedback and growth to improve employee engagement and well-being.

The bank has continued to keep the health and wellbeing of its employees as a top priority
throughout the pandemic, conducting a ‘Physical Wellbeing’ focus month offering online fitness
sessions for employees and their families and online education sessions related to fitness and
health. CBD conducted a “Deskercise” activity for the first time to bring physical fitness to the Head
Office.

A renewed focus was placed on learning and development (L&D) as employees returned to the
office in full as the pandemic began to subside. Across the bank tailored L&D programs were
developed for Wholesale Banking, Compliance, System and Operations, Finance, Legal and
Treasury, ensuring employees are equipped with the relevant skills and capabilities to perform
their roles. CBD’s Digital Library (in partnership with Open Sesame) provided a wide range of
courses such as Health & Well Being, IT, and “Top Picks of the Month” to promote specific topics
each month covering a wide range of soft skills training.

Nearly 102 of our UAE National employees enrolled in high quality professional certification
programs and used EIBFS (Emirates Institute for Banking and Financial Studies) certified programs
relevant to their positions. EIBFS continued to be a valued L&D partner to the bank and
participation increased 17% from 2020.

There was a continued focus on strengthening gender diversity and female empowerment. The
UAEN Women Leadership development program provided a group of mid-career female employees



with a supportive community dedicated to engagement, leadership development, and career
growth.

The bank continued to foster a work environment where employees are recognized for driving high
performance and displaying behaviours that align with its culture, demonstrating Collaboration,
Ownership, Delivery, and Excellence (CODE). SPOT Awards were introduced enabling Line
Managers to nominate their employees instantaneously for displaying customer excellence and
process enhancements.

CORPORATE SOCIAL RESPONSIBILITY (“CSR")

CBD remains committed to its role in the community as a responsible corporate citizen underpinned
by our belief that businesses must operate ethically and with integrity. Our core pillars for CSR are
unchanged and we continue to identify areas where the bank can contribute to society in the fields
of Health, Education, Financial Literacy and Charity and volunteer programs.

On the occasion of marking Zayed Humanitarian Day following the legacy of the late Sheikh Zayed,
CBD donated to 31 charitable, educational, research and training and rehabilitation centres for
people of determination across UAE.

CBD was engaged in various charitable activities and sponsorships, which is in line with the CSR
framework. The bank supports the involvement of its employees in such activities through
volunteering programs. The bank encouraged its employees to spend quality time with the students
of Al Noor Training Centre and learn more about their achievements and life at the centre.

The “Back to School” program has been operating at CBD for the past five years to support those
less fortunate than us in providing items for their children’s educational well-being and happiness
at the start of the new academic year. For 2021, the initiative was held from the 22n4 of August until
the 5t of September 2021. The bank’s staff, families and friends in affiliation with UAE Red Crescent
have donated boxes of essential items along with 20 Dubai Library distributor vouchers for this
year’s initiative.

CBD continued its 26 year old partnership with Jabel Ali horse race course and sponsored 8 races
in 2021 as part of CBD’s support to UAE Culture and sports heritage.

During 2021, CBD staff joined the October Breast Cancer Awareness month campaign to raise

awareness and understanding about breast cancer risks, early signs and symptoms. Overall breast
health awareness is an important part of a public health approach for breast cancer.
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KPMG Lower Gulf Limited
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Sheikh Zayed Road, P.O. Box 3800
Dubai, United Arab Emirates

Tel. +971 (4) 4030300, www.kpmg.com/ae

Independent auditors report

To the Shareholders of Commercial Bank of Dubai PSC

Report on the Audit of the Group Consolidated Financial Statements

We have audited the Group consolidated financial statements of Commercial Bank of
Dubai PSC (“the Bank”) and its subsidiaries (“the Group”), which comprise the Group
consolidated statement of financial position as at 31 December 2021, the Group
consolidated statements of profit or loss, other comprehensive income, changes in
equity, and cash flows for the year then ended, and notes comprising significant
accounting policies and other explanatory information.

In our opinion, the accompanying Group consolidated financial statements present fairly,
in all material respects, the consolidated financial position of the Group as at 31
December 2021, its consolidated financia! performance, and its consolidated cash flows
for the year then ended in accordance with International Financial Reporting Standards
(IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with International Ethics
Standards Board for Accountants International Code of Ethics for Professional
Accountants (including International Independence Standards) {({ESBA Code) together
with the ethical requirements that are relevant to our audit of the Group consolidated
financial statements in the United Arab Emirates, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Commercial Bank of Dubai PSC
Independent Auditors’ Report
31 December 2021
Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the Group consolidated financial statements of the current
period. These matters were addressed in the context of our audit of the Group
consolidated financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Impairment of loans and advances and Islamic financing

See Note 9 and 35 (b) to the Group consolidated financial statements
| — =

The key audit matter How the matter was addressed in our audit
The Group recognized allowances for Our audit procedures in this area include

| credit losses on its Group the following, among others:
consolidated financial statements
using expected credit loss (“ECL") e FEvaluating the appropriateness of the
models. The Group exercises accounting policies adopted based on
significant judgments and makes a the requirements of IFRS 9, and our
number of assumptions in developing business understanding.
its ECL models which is determined
as a function of the assessment of | »  Obtaining an understanding of the ECL
the probability of default (“PD"), loss accounting estimate including, but not
given default (“LGD"), adjusted for limited to, obtaining information about

‘ the forward looking information, and the entity's control environment in ‘
exposure at default ("EAD") relation to the estimate, obtaining an
associated with the underlying | understanding of the process by which
exposures subject to ECL. the estimate is developed,

| | understanding the methods,

| Qualitative adjustments or overlays assumptions and data used to develop
may also be recorded by the Group the accounting estimate. '
using credit judgement where the ‘
inputs, assumptions and / or e Updating our understanding of the ECL
modelling techniques do not capture ! end-to-end processes, including
all relevant risk factors. | assessing the design, implementation,

and operating effectiveness of

Furthermore, and where applicable, selected relevant controls.

the COVID-19 pandemic continues to
pose challenges to businesses thus |
increasing the level of judgment
needed in determining the ECL.

This is considered a key audit matter,

as the determination of ECL involves

significant management judgement,

use of complex models and this has a

material impact on the consolidated

financial statements of the Group. |
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Key Audit Matters (continued)

Commercial Bank of Dubai PSC
Independent Auditors’ Report

31 December 2021

Impairment of loans and advances and Islamic financing (continued)

See Note 9 and 35 (b) to the Group consolidated financial statements (continued)

| The key audit matter

i e
How the matter. was addressed in our audit

Involving our Financial Risk Management
("FRM") specialists to assess the
reasonableness and appropriateness of
the methodology and assumptions as
applicable, used in various components
of ECL modelling and governance over
the application of expert credit judgment
to determine the ECL. This included,
where applicable, challenging key
assumptions / judgments, relating to
significant increase in credit risk
("SICR™), definition of default, probability
of default, recovery rates, use of macro-
economic variables and probability
weighted outcomes to check that the
ECL amounts recorded are reflective of
underlying credit quality and
macroeconomic trends including the
impact of COVID-19, as applicable.

Testing the completeness and accuracy
of the data used within the ECL
calculation.

Involving our Information Technology
("IT") specialists to test the relevant
general IT and application controls over
key systems used in the ECL process.

Re-performing key aspects of the
Group's SICR determinations and
selecting samples of Loans and
advances and Islamic financing to
determine whether a SICR event was
appropriately identified including
assessing the additional judgements
made for the borrowers who have been
granted payment deferrals.

Evaluating the reasonableness of and
testing a sample of post model
adjustments and management overlays
that continue to exist on account of
COVID-19, as applicable.
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Commercial Bank of Dubai PSC
Independent Auditors’ Report
31 December 2021
Key Audit Matters (continued)

Impairment of loans and advances and Islamic financing (continued)

See Note 9 and 35 (b) to the Group consolidated financial statements (continued)

The key audit matter How the matter was addressed in our audit

| . . -
| e Involving our valuation specialists on a

sample basis to assess the
reasonableness of the valuation of real
estate collaterals held by the Group,
relating to the determination of ECL,
including the impact of the COVID-19

| pandemic, as applicable.

e Performing credit assessments for a ‘
sample of selected customers, including
| Stage 3 customers, to test the
| appropriateness of the credit grades,
‘ including staging, assessing the financial
| performance of the borrower, source of
repayment and future cash flows of the
borrower, and as necessary, challenging
the appropriateness of the ECL
‘ calculation for a sample of borrowers.

e Assessing the adequacy of the Group's
disclosures by reference to the
requirements of the relevant accounting |
standards.

Other Information

Management is responsible for the other information. The other information comprises
the information included in the Annual Report, but does not include the Group
consolidated financial statements and our auditors’ report thereon (‘the Annual Report’).
We obtained Board of Directors’ report prior to the date of our auditors’ report, and we
expect to obtain the remaining sections of the Annual Report after the date of the
auditors’ report.

Our opinion on the Group consolidated financial statements does not cover the other
information and we do not and will not express any form of assurance conclusion
thereon.

In connection with our audit of the Group consolidated financial statements, our
responsibility is to read the other information identified above and, in doing so, consider
whether the other information is materially inconsistent with the Group consolidated
financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

When we read the Annual Reports, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance
and take appropriate actions in accordance with ISAs.
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Commercial Bank of Dubai PSC
Independent Auditors’ Report
31 December 2021

Responsibilities of Management and Those Charged with Governance for the

Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the Group
consolidated financial statements in accordance with IFRS and their preparation in
compliance with the applicable provisions of the UAE Federal Law No. (2) of 2015 (as
amended), and for such internal control as management determines is necessary to
enable the preparation of Group consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group's financial
reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

—  Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group's internal control.

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

—  Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors'
report to the related disclosures in the Group consolidated financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors' report.
However, future events or conditions may cause the Group to cease to continue
as a going concern.
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Commercial Bank of Dubai PSC
Independent Auditors’ Report
31 December 2021

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

(continued)

—  Evaluate the overall presentation, structure and content of the Group consolidated
financial statements, including the disclosures, and whether the Group
consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

—  Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
Group consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and communicate
with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the Group consolidated
financial statements of the current period and are therefore the key audit matters. We
describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

Further, as required by the UAE Federal Law No. {2) of 2015 (as amended), we report
that for the year ended 31 December 2021:

i) we have obtained all the information and explanations we considered necessary
for the purposes of our audit;

ii) the Group consolidated financial statements have been prepared and comply, in all
material respects, with the applicable provisions of the UAE Federal Law No. (2) of
2015 (as amended);

i) the Group has maintained proper books of account;

iv) . the financial information included in the Directors’ report is consistent with the
books of account of the Group;

V) as disclosed in note 10 to the Group consolidated financial statements, the Group
has purchased shares during the year ended 31 December 2021;

vi) note 33 to the Group consolidated financial statements discloses material related
party transactions and the terms under which they were conducted;

vi)  based on the information that has been made available to us, nothing has come to
our attention which causes us to believe that the Group has contravened during
the financial year ended 31 December 2021 any of the applicable provisions of the
UAE Federal Law No.(2) of 2015 {as amended) or in respect of the Bank, its
Articles of Association, which would materially affect its activities or its
consolidated financial position as at 31 December 2021; and
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Commercial Bank of Dubai PSC
Independent Auditors” Report
31 December 2021
Report on Other Legal and Regulatory Requirements (continued)

viii)  note 25 to the Group consolidated financial statements discloses the social
contributions made during the year ended 31 December 2021.

Further, as required by Article (114) of the Decretal Federal Law No. (14) of 2018 (as
amended), we report that we have obtained all the information and explanations we
considered necessary for the purpose of our audit.

Fawzi AbuRass
Registration No.: 968
Dubai, United Arab Emirates

Date: () § FEB 2022

8

KPMG Lower Gulf Limited, licensed in the United Arab Emirates, and a member firn of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All righis reserved,
KPMG Lower Gulf Limited (Dubai Branch) is registered and licensed under the laws of the United Arab Emiraies.



Commercial Bank of Dubai PSC

Group consolidated statement of financial position
As at 31 December 2021

2021 2020

Notes AED'000 AED'000
ASSETS
Cash and balances with Central Bank 7 14,667,589 13,162,743
Due from banks, net 8 3,154,599 4,218,894
Loans and advances and Islamic financing, net 9 76,441,385 65,288,572
Investment securities 10 8,991,321 5,262,597
Investment in an associate 11 95,051 88,514
Investment properties, net 12 191,406 191,469
Property and equipment 13 309,425 290,025
Bankers acceptances 7,341,210 5,972,327
Other assets, net 14 3,020,610 2,886,419
TOTAL ASSETS 114,212,596 97,361,560
LIABILITIES AND EQUITY
LIABILITIES
Due to banks 15 6,120,214 4,782,749
Customer deposits and Islamic customer deposits 16 82,721,669 69,750,833
Notes and medium term borrowings 17 2,584,490 1,764,059
Due for trade acceptances 7,341,210 5,972,327
Other liabilities 18 1,877,799 2,137,857
TOTAL LIABILITIES 100,645,382 84,407,825
EQUITY
Share capital 19.1 2,802,734 2,802,734
Tier 1 capital notes 19.2 2,203,800 2,203,800
Legal and statutory reserve 19.3 1,401,447 1,401,367
General reserve 19.4 1,328,025 1,328,025
Capital reserve 19.5 38,638 38,638
Fair value reserve 19.6 (61,174) 65,547
Retained earnings 5,853,744 5,113,624
TOTAL EQUITY 13,567,214 12,953,735
TOTAL LIABILITIES AND EQUITY 114,212,596 97,361,560

To the best of our knowledge, the Group’s consolidated financial information presented fairly in all material respects
the financial condition, results of operation and cash flows of the Group as of, and for, the years present herein.

These Group’s consolidated financial statement were approved and authorized for issue by the Board of Directors on 9

February 2022.

The attached notes from 1 to 37 form part of the Group’s consolidated financial statements.

The report of the Auditors is set out on pages 2 to 8.

HE Humaid Al Qutami Dr. Bernd van Linder
Chairman Chief Executive Officer




Commercial Bank of Dubai PSC

Group consolidated statement of profit or loss
For the year ended 31 December 2021

Interest income and income from Islamic financing
Interest expense and distributions to Islamic depositors
Net interest income and net income from Islamic financing

Net fees and commission income

Net gains from foreign exchange and derivatives

Net gains from investments at fair value through profit or loss

Net gains from sale of debt investments at fair value through other
comprehensive income

Share of gain of an associate

Dividend income

Other income

Total operating income

(Charge) / reversal of impairment allowance on due from banks
Impairment allowance on loans and advances and Islamic financing
Recoveries of loans and advances and Islamic financing

Reversal of impairment allowance on investment securities
Impairment allowance on other assets

Total net income

Staff and other expenses
Depreciation and amortisation
Total operating expenses

Net profit for the year

Basic and diluted earnings per share

Notes

20

21

22

23
10
11

24

14

25
12&13

27

2021 2020
AED'000 AED'000
2,689,147 2,865,360
(611,258) (978,807)
2,077,889 1,886,553
742,422 651,283
229,060 221,669
3,452 24,626
52,994 137,637
11,529 5,991
2,925 2,786
62,727 47,651
3,182,998 2,978,196
(632) 1,709
(900,897) (1,064,893)
74,881 23,846
102 5,620
(40,872) (17,074)
2,315,580 1,927,404
(835,413) (779,422)
(29,645) (27,884)
(865,058) (807,306)
1,450,522 1,120,098
AED 0.47 AED 0.40

The attached notes from 1 to 37 form part of the Group’s consolidated financial statements.

The report of the Auditors is set out on pages 2 to 8.
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Commercial Bank of Dubai PSC

Group consolidated statement of other comprehensive income
For the year ended 31 December 2021

Note 2021 2020
AED'000 AED'000
Net profit for the year 1,450,522 1,120,098
Items that will not be reclassified to profit or loss:
Revaluation (loss) / gain on equity investments held at fair value
through other comprehensive income (17,717) 23,079
Actuarial loss on retirement benefits obligations (2,367) (2,916)
Items that may be subsequently reclassified to profit or loss:
Changes in fair value of effective portion of cash flow hedge 4773 (3,723)
Changes in fair value reserve of an associate (396) 367
Changes in investments held at fair value
through other comprehensive income:
Realised gain on sale of debt investments 10 (52,994) (137,637)
Revaluation (loss) / gain on debt investments (58,020) 137,923
Net change in investments held at fair value
through other comprehensive income (111,014) 286
Other comprehensive (loss) / income for the year (126,721) 17,093
Total comprehensive income for the year 1,323,801 1,137,191

The attached notes from 1 to 37 form part of the Group’s consolidated financial statements.

The report of the Auditors is set out on pages 2 to 8.
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Commercial Bank of Dubai PSC

Group consolidated statement of changes in equity
For the year ended 31 December 2021

Balances as at 1 January 2020
Transactions with shareholders, recorded directly in equity
Tier 1 capital notes issued during the year (note 19.2)
Tier 1 capital notes transaction cost
Cash dividend paid for 2019 (20.7%)
Directors' remuneration paid for 2019
Share of Directors' remuneration of an associate (note 11)
Other comprehensive income
Net profit for the year
Other comprehensive income for the year
Total other comprehensive income
Balances as at 31 December 2020

Transactions with shareholders, recorded directly in equity
Interest on Tier 1 capital notes
Tier 1 capital notes transaction cost
Cash dividend paid for 2020 (20%)
Directors' remuneration paid for 2020
Transfer to legal and statutory reserve
Share of Directors' remuneration of an associate (note 11)
Other comprehensive income
Net profit for the year
Other comprehensive loss for the year
Total other comprehensive income
Balances as at 31 December 2021

The attached notes from 1 to 37 form part of the Group’s consolidated financial statements.

The report of the Auditors is set out on pages 2 to 8.

Legal and

Share Tier 1 statutory General Capital  Fair value Retained
capital capital notes reserve reserve reserve reserve earnings Total
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
2,802,734 - 1,401,367 1,328,025 38,638 48,454 4,597,352 10,216,570
- 2,203,800 - - - - - 2,203,800
- - - - - - (7,950) (7,950)
- - - - - - (580,166) (580,166)
- - - - - - (15,400) (15,400)
- - - - - - (310) (310)
- - - - - -| 1,120,098 | 1,120,098
- - - - - 17,093 - 17,093
- - - - - 17,093 1,120,098 1,137,191
2,802,734 2,203,800 1,401,367 1,328,025 38,638 65,547 5,113,624 12,953,735
- - - - - - (132,228) (132,228)
- - - - - - (1,543) (1,543)
- - - - - - (560,547) (560,547)
- - - - - - (15,400) (15,400)
- - 80 - - - (80) -
- - - - - - (604) (604)
- - - - - -| 1,450,522 | 1,450,522
- - - - - (126,721) - (126,721)
- - - - - (126,721) 1,450,522 1,323,801
2,802,734 2,203,800 1,401,447 1,328,025 38,638 (61,174) 5,853,744 13,567,214

12




Commercial Bank of Dubai PSC

Group consolidated statement of cash flows
For the year ended 31 December 2021

OPERATING ACTIVITIES

Net profit for the year

Adjustments for non-cash and other items:

Depreciation and amortisation

Property and equipment write off

Amortisation of premium / discount on investments

Amortisation of transaction cost on notes and medium term borrowings
Loss / (gain) on foreign exchange translation

Unrealized gain on investments at fair value through profit or loss
Realised gains on sale of investments

Net unrealised gain on derivatives

Reversal of impairment allowance on investment securities

Share of profit of an associate

Dividend income

Impairment allowance on loans and advances and Islamic financing
Charge / (reversal) of impairment allowance on due from banks
Impairment allowance on other assets

Loss / (gain) on disposal of property and equipment and investment properties

(Increase) / decrease in statutory reserve with the UAE Central Bank

Decrease in negotiable UAE Central Bank certificate of deposits with original

maturity of more than three months

(Increase) / decrease in due from banks with original maturity of more than

three months
Increase in loans and advances and Islamic financing
Increase in other assets
Increase in due to banks with original maturity of more than three months
Increase in customer deposits and Islamic customer deposits
Decrease in other liabilities
Directors' remuneration paid
Net cash flow from operating activities
INVESTING ACTIVITIES
Purchase of investments
Proceeds from sale of investments
Purchase of property and equipment and investment properties
Proceeds from sale of property and equipment and investment properties
Dividend received
Dividend from an associate
Net cash flow (used in) / from investing activities
FINANCING ACTIVITIES
Notes and medium term borrowings
Tier 1 capital notes issued during the year
Interest on Tier 1 capital notes
Tier 1 capital notes transaction cost
Dividend paid
Net cash flow from financing activities

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at end of the year
Supplemental disclosure:

Interest income and income from Islamic financing received
Interest expense and distributions to Islamic depositors paid

Notes

12 & 13

11

14

13

11

28

2021 2020
AED'000 AED'000
1,450,522 1,120,098

29,645 27,884

- (2,625)

35,416 30,275
1,034 2,187
26,234 (29,467)

- (22,578)
(55,911) (138,838)
(30,290) (7,233)
(102) (5,620)
(11,529) (5,991)
(2,925) (2,786)
900,897 1,064,893
632 (1,709)
40,872 17,074
38 (15,647)
2,384,533 2,029,917
(595,414) 1,293,029
350,000 2,050,000
(394,781) 19,743

(12,053,710) (6,172,655)
(383,211) (1,163,672)
1,227,206 883,180

12,970,836 6,416,500
(14,874) (26,420)
(15,400) (15,400)

3,475,185 5,314,222

(22,595,632) (5,901,384)

18,728,201 6,443,202
(53,492) (50,086)

4,472 31,459
2,925 2,786
3,092 2,661

(3,909,534) 528,638

819,397 (1,469,200)

- 2,203,800

(132,228) -
(1,543) (7,950)
(560,547) (580,166)
125,079 146,484
(309,270) 5,989,344
13,329,709 7,340,365
13,020,439 13,329,709
2,822,304 2,779,502
767,489 1,059,255

The attached notes from 1 to 37 form part of the Group’s consolidated financial statements.

The report of the Auditors is set out on pages 2 to 8.
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Commercial Bank of Dubai PSC

Notes to the Group consolidated financial statements
For the year ended 31 December 2021

1.

Vi.

Vii.

2.2

LEGAL STATUS AND ACTIVITIES

Commercial Bank of Dubai PSC (“the Bank™) was incorporated in Dubai, United Arab Emirates (U.A.E.)
in 1969 and is registered as a Public Joint Shareholding Company (PJSC) in accordance with Federal Law
No. 2 of 2015. The Bank is listed on the Dubai Financial Market. The Bank’s principal activity is
commercial and retail banking. The registered address of the Bank is CBD Head Office, Al Ittihad Street,
P. O Box 2668, Dubai, United Arab Emirates.

The consolidated financial statement of the group for the year ended 31 December 2021 comprise the
results of the Bank, its wholly owned subsidiaries (together referred to as “the Group”) and the Group’s
interest in an associate.

Details about subsidiaries and an associate:

CBD Financial Services LLC, is registered as a limited liability company in accordance with Federal Law
No. 2 of 2015 in Dubai, United Arab Emirates. The Group holds a 100% interest. Its principal activity is
providing brokerage facilities for local shares and bonds.

CBD Employment Services One Person Company LLC, is registered as a limited liability company in
accordance with Federal Law No. 2 of 2015 in Dubai, United Arab Emirates. The Group holds 100%
interest. Its principal activity is the supply of manpower services.

Attijari Properties LLC, is registered as a limited liability company in accordance with Federal Law No.
2 of 2015 in Dubai, United Arab Emirates. The Group holds a 100% interest. Its principal activity is self-
owned property management services as well as buying and selling of real estate.

CBD (Cayman) Limited is a special purpose entity (SPE) registered in the Cayman Islands. The SPE has
been established for the issuance of debt securities.

CBD (Cayman Il) Limited is a special purpose entity (SPE) registered in the Cayman Islands. The SPE
has been established to transact and negotiate derivative agreements.

VS 1897 (Cayman) Limited is a special purpose entity (SPE) registered in the Cayman Islands. The SPE
has been established to manage investment acquired in the settlement of debt.

National General Insurance Co. (PJSC) is an associate of the Bank and is listed on the Dubai Financial
Market. It underwrites all classes of life and general insurance business as well as certain reinsurance
business. The Bank holds a 17.8% interest in the associate. The management believes that it has
significant influence on the associate by virtue of having representation on the Board of Directors of the
associate.

BASIS OF PREPARTION

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and
comply with relevant laws of the U.A.E.

As required by the UAE Securities and Commodities Authority (SCA) notification number 85/2009 dated
January 6, 2009, the Group’s exposure in cash and balances with Central Bank of the UAE, Due from
Banks and Investment Securities outside the UAE have been presented under the respective notes.

Functional and presentation currency

The group’s consolidated financial statements are presented in United Arab Emirates Dirhams (“AED”),
which is the Group's functional and presentation currency, rounded to the nearest thousand unless
otherwise stated.
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Commercial Bank of Dubai PSC

Notes to the Group consolidated financial statements
For the year ended 31 December 2021

2.
2.3

2.4

2.5

BASIS OF PREPARATION (CONTINUED)

Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in the process of applying the
Group’s accounting policies. The areas involving a higher degree of judgment or complexity are disclosed
in note 4.

Basis of measurement

The Group’s consolidated financial statements have been prepared on the historical cost basis except for
the following:

derivative financial instruments are measured at fair value through profit or loss (FVPL);

financial instruments classified as fair value through profit or loss;

financial assets at fair value through other comprehensive income;

recognised financial assets and financial liabilities that are hedged items in a fair value hedge transaction
are measured at fair value in respect of the risk that is hedged. Amortised cost is adjusted for hedging
gain or loss;

end of service benefits that are measured at the present value of the defined benefit obligation.

Basis of consolidation
The Group’s consolidated financial statements comprise the financial statements of the Bank and its
subsidiaries. Subsidiaries are entities controlled by the Group.

Business Combination

The Group accounts for business combinations using the acquisition method when control is transferred
to the Group. The consideration transferred in the acquisition is generally measured at fair value, as are
the identifiable net assets acquired.

Subsidiary

The Group controls an investee if and only if the Group has:

Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities
of the investee);

Exposure, or rights, to variable returns from its involvement with the investee; and

The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has power over an investee, including:

The contractual arrangement with the other vote holders of the investee;
Rights arising from other contractual arrangements; and
The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control. Consolidation of a subsidiary begins when
the Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary.
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Commercial Bank of Dubai PSC

Notes to the Group consolidated financial statements
For the year ended 31 December 2021

BASIS OF PREPARATION (CONTINUED)

Basis of consolidation (continued)

Subsidiary (continued)

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the parent of the Group and to the non-controlling interest (NCI). When necessary, adjustments
are made to the financial statements of subsidiaries to bring their accounting policies in line with the
Group’s accounting policies.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:

Derecognises the assets (including goodwill) and liabilities of the subsidiary;

Derecognises the cumulative translation differences recorded in equity;

Derecognises the carrying amount of any non-controlling interest;

Recognises the fair value of the consideration received,;

Recognises the fair value of any investment retained;

Recognises any surplus or deficit in the consolidated statement of profit or loss; and

Reclassifies the parent's share of components previously recognised in consolidated OCI to consolidated
statement of profit or loss or retained earnings, as appropriate, as would be required if the Group had
directly disposed of the related assets or liabilities.

When the Group loses control of a subsidiary, a gain or loss is recognised in the consolidated statement
of profit or loss and is calculated as the difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained interest, and (ii) the previous carrying amount
of the assets (including goodwill) and liabilities of the subsidiary, and any non-controlling interests.

All amounts previously recognised in other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the related assets or liabilities of the subsidiary (i.e.
reclassified to profit or loss or transferred to another category of equity).

The fair value of any investment retained in the former subsidiary at the date when control is lost is
regarded as the fair value on initial recognition for subsequent accounting under IFRS 9, when applicable,
the cost on initial recognition of an investment in an associate or a joint venture.

Associate

An associate is an entity over which the Group has significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee, but is not control or
joint control over those policies.

The Group’s investment in its associate is accounted for using the equity method. Under the equity
method, the investment in an associate is initially recognised at cost. The carrying amount of the
investment is adjusted to recognise changes in the Group’s share of net assets of the associate since the
acquisition date. Goodwill relating to the associate is included in the carrying amount of the investment
and is neither amortised nor individually tested for impairment.

The consolidated statement of profit or loss reflects the Group’s share of the results of operations of the
associate. Any change in OCI of those investees is presented as part of the Group’s OCI. In addition,
when there has been a change recognised directly in the equity of the associate, the Group recognises its
share of any changes, when applicable, in the consolidated statement of changes in equity. The aggregate
of the Group’s share of profit or loss of an associate is shown on the face of the consolidated statement
of profit or loss.
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Commercial Bank of Dubai PSC
Notes to the Group consolidated financial statements
For the year ended 31 December 2021

2.
2.5

BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (continued)

Associate (continued)
The financial statements of the associate are prepared for the same reporting period as the Group. When
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on its investment in its associate. At each reporting date, the Group determines whether
there is objective evidence that the investment in the associate is impaired. If there is such evidence, the
Group calculates the amount of impairment as the difference between the recoverable amount of the
associate and its carrying value, then recognises the loss as ‘Share of profit or loss of an associate’.

Upon loss of significant influence over the associate, the Group measures and recognises any retained
investment at its fair value. Any difference between the carrying amount of the associate upon loss of
significant influence and the fair value of the retained investment and proceeds from disposal is
recognised in the consolidated statement of profit or loss.

Management reviews its share of investments in associates to assess impairment on a regular basis. In
determining the assessment, management compares the recoverable amount with the carrying value of
the investment. Estimating recoverable amount using value in use requires the Group to make an estimate
of the expected future cash flows from the associates and choosing a suitable discount rate in order to
calculate the present value of those cash flows.

Transactions eliminated on consolidation

Intra-group balances and income and expenses (except for foreign currency translation gains or losses)
arising from intra-group transactions are eliminated in preparing the consolidated financial statements.
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is
no evidence of impairment.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all the years presented in these
consolidated financial statements, except for the accounting standards mentioned in note 5.1 which are
applied for the first time.

Financial Instruments

Recognition and initial measurement
A financial instrument is any contract that gives rise to both a financial asset for the Group and a financial
liability or equity instrument for another party or vice versa.

The Group initially recognises loans and advances, deposits, debt securities issued and subordinated liabilities
on the date on which they are originated. All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis, which is the date on which the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation or convention in the marketplace.
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Commercial Bank of Dubai PSC
Notes to the Group consolidated financial statements
For the year ended 31 December 2021

3.
3.1

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

Recognition and initial measurement (continued)

Recognised financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at F\VPL) are added to or deducted from the fair value of the financial assets or
financial liabilities respectively, as appropriate, on initial recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities at F\VPL are recognised immediately in the consolidated
statement of profit or loss.

If the transaction price differs from fair value at initial recognition, the Group will account for such difference
as follows:

if fair value is evidenced by a quoted price in an active market for an identical asset or liability or based on a
valuation technique that uses only data from observable markets, then the difference is recognised in
consolidated statement of profit or loss on initial recognition (i.e. day 1 profit or loss);

in all other cases, the fair value will be adjusted to bring it in line with the transaction price (i.e. day 1 profit or
loss will be deferred by including it in the initial carrying amount of the asset or liability).

After initial recognition, the deferred gain or loss will be released to consolidated statement of profit or loss on
arational basis, only to the extent that it arises from a change in a factor (including time) that market participants
would take into account when pricing the asset or liability.

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 at the measurement date in the principal or, in its absence, the most
advantageous market to which the Group has access at that date. The fair value of a liability reflects its non-
performance risk.

When one is available, the Group measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as ‘active’ if transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the use
of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in pricing a transaction.

The best evidence of the fair value of a financial instrument on initial recognition is normally the transaction
price — i.e. the fair value of the consideration given or received. If the Group determines that the fair value on
initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted price in
an active market for an identical asset or liability nor based on a valuation technique for which any unobservable
inputs are judged to be insignificant in relation to the difference, then the financial instrument is initially
measured at fair value, adjusted to defer the difference between the fair value on initial recognition and the
transaction price. Subsequently, that difference is recognised in profit or loss on an appropriate basis over the
life of the instrument but no later than when the valuation is wholly supported by observable market data or
the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Group measures assets
and long positions at a bid price and liabilities and short positions at an ask price.
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3.
3.1

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

Fair Value measurement (continued)

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are
managed by the Group on the basis of the net exposure to either market or credit risk are measured on the basis
of a price that would be received to sell a net long position (or paid to transfer a net short position) for the
particular risk exposure. Portfolio-level adjustments — e.g. bid-ask adjustment or credit risk adjustments that
reflect the measurement on the basis of the net exposure — are allocated to the individual assets and liabilities
on the basis of the relative risk adjustment of each of the individual instruments in the portfolio. The fair value
of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on
demand, discounted from the first date on which the amount could be required to be paid.

The fair value of investments in mutual funds, private equity funds or similar investment vehicles are based on
the last net asset value published by the fund manager. For other investments, a reasonable estimate of the fair
value is determined by reference to the price of recent market transactions involving similar investments, are
based on the expected discounted cash flows.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

Fair value hierarchy

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized
within the fair value hierarchy, described as follows, which reflects the significance of inputs used in making
the measurements:

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument. A financial
instrument is regarded as quoted in an active market if quoted prices are readily and regularly available from
an exchange, dealer, broker, industry, group, pricing service or regulatory agency, and those prices represent
actual and regularly recurring market transactions on an arm’s length basis.

Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e.
derived from prices). This category includes instruments valued using: quoted market prices in active markets
for similar instruments; quoted prices for identical or similar instruments; or other valuation techniques where
all significant inputs are directly or indirectly observable from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation technique includes inputs based on unobservable data and the unobservable inputs have a
significant effect on the instrument’s valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required
to reflect differences between the instruments.

The hierarchy used by the Group is set out in note 6.2.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

Fair value hierarchy (continued)

The Group determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a whole) at
the end of each reporting period.

At each reporting date, the Group analyses the movements in the values of assets and liabilities which are
required to be re-measured or re-assessed as per the Group’s accounting policies. For this analysis, the Group
verifies the major inputs applied in the latest valuation by agreeing the information in the valuation computation
to contracts and other relevant documents.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis
of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as
explained above.

Financial assets

Classification

The Group classifies financial assets on initial recognition in the following categories:
Amortised cost;

Fair value through other comprehensive income (FVOCI); and

Fair value through profit or loss (FVPL).

Business model assessment

The Group makes an assessment of the objective of a business model in which a financial asset is held at
portfolio level, because this reflects the way the business is managed and information is provided to the
management. The assessment is not determined by a single factor or activity. Instead, the entity considers all
relevant information available at the date of the assessment. The information considered includes:

the stated policies and objectives for the business and the operation of those policies in practice. In particular,
whether management's strategy focuses on earning contractual interest revenue, maintaining a particular
interest rate profile, matching the duration of the financial assets to the duration of the liabilities that are funding
those assets or realising cash flows through the sale of the assets;

how the performance of the portfolio and the financial asset held within the portfolio is evaluated and reported
to the management;

the risks that affect the performance of the portfolio and, in particular, the way in which those risks are
managed;

how the 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. However, information about sales activity is not considered in isolation, but as part of an
overall assessment of how the Group's stated objective for managing the financial assets is achieved and how
cash flows are realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis

are measured at FVPL because they are neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)
Financial assets (continued)

Classification (continued)

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

In assessing whether the contractual cash flows are solely payments of principal and interest (SPPI), the Group
considers the contractual terms of the instrument.

For the purpose of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration 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 well as profit margin.

This includes assessing whether the financial asset contains a contractual term that could change the timing or
amount of contractual 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;

leverage features;

prepayment and extension terms;

terms that limit the Group's claim to cash from specified assets; and

features that modify consideration of the time value of money (e.g. periodical reset of interest rates).

The Group holds a portfolio of long-term fixed-rate loans for which the Group has the option to propose to
revise the interest rate at periodic reset dates. These reset rights are limited to the market rate at the time of
revision. The borrowers have an option to either accept the revised rate or redeem the loan at par without
penalty. The Group has determined that the contractual cash flows of these loans are SPPI because the option
varies the interest rate in a way that is consideration for the time value of money, credit risk, other basic lending
risks and costs associated with the principal amount outstanding.

Non-recourse

In some cases, loans made by the Group that are secured by collateral of the borrower’s limit the Group's claim
to cash flows of the underlying collateral (non-recourse loans). The Group applies judgment in assessing
whether the non-recourse loans meet the SPPI criterion. The Group typically considers the following
information when making this judgement:

whether the contractual arrangement specifically defines the amounts and dates of the cash payments of loan;
the fair value of the collateral relative to the amount of the secured financial asset;

the ability and willingness of the borrower to make contractual payments, notwithstanding a decline in the
value of collateral;

whether the borrower is an individual or a substantive operating entity or is a special-purpose entity;

the Group's risk of loss on the asset relative to a full-recourse loan;

the extent to which the collateral represents all or a substantial portion of the borrower's assets; and

whether the Group will benefit from any upside from the underlying assets.

Financial assets at amortized cost

A debt instrument, including loans and advances and Islamic financing asset is classified as being measured at
amortized cost if it meets both of the following conditions and is not designated as at FVVPL:

the asset is held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows; and

the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI on the
principal amount outstanding.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)
Financial assets (continued)

Classification (continued)

Financial assets at fair value through other comprehensive income (FVOCI)

A debt instrument is classified as being measured at FVOCI if it meets the following two conditions and the
debt instrument is not designated at FVPL:

the asset is held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets; and

the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI on the
principal amount outstanding.

The Group measures all equity investments at FVPL, except where the Group’s management has elected, at
initial recognition, to irrevocably designate an equity investment at fair value through other comprehensive
income. The Group's policy is to designate equity investments as FVOCI when those investments are not held
for trading. This election is made on an investment-by-investment basis.

Financial assets at fair value through profit or loss (FVPL)
Financial assets that do not meet the criteria for amortised cost or FVVOCI are measured at FVVPL.

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

Subsequent measurement
The Group measures financial instruments, such as derivatives and investments in equity and certain fixed
income instruments, at fair value at each reporting date.

Financial asset classified as at FVOCI or FVPL are subsequently measured at fair value. Financial assets not
carried at fair value are subsequently measured at amortized cost using the effective interest method, less
expected credit allowances.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition except in the period after the Group
changes its business model for managing financial assets. If the business model under which the Group holds
financial assets changes, the financial assets affected are reclassified. The classification and measurement
requirements related to the new category apply prospectively from the first day of the first reporting period
following the change in business model that results in reclassifying the Group’s financial assets. During the
current and previous financial year there was no change in the business model under which the Group holds
financial assets and therefore no reclassifications were made. Changes in contractual cash flows are considered
under the accounting policy on 'Modification of financial assets' and 'Derecognition of financial assets'
described in note 3.1.1 (g) and 3.1.1 (h) respectively.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)
Financial assets (continued)

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of each reporting period. Specifically:

for financial assets measured at amortised cost that are not part of a designated hedging relationship, exchange
differences are recognised in consolidated statement of profit or loss in the ‘net gains from foreign exchange
and derivatives’ line item;

for debt instruments measured at FVOCI that are not part of a designated hedging relationship, exchange
differences on the amortised cost of the debt instrument are recognised in the consolidated statement of profit
or loss in the ‘net gains from foreign exchange and derivatives’ line item. Other exchange differences are
recognised in OCI in the investments revaluation reserve;

for financial assets measured at F\VVPL that are not part of a designated hedge accounting relationship, exchange
differences are recognised in consolidated statement of profit or loss in ‘net gains from investments at FVPL’;
for equity instruments measured at FVOCI, exchange differences are recognised in OCI in the investments
revaluation reserve; and

Non-monetary assets and liabilities denominated in foreign currencies that are measured at FVPL are
retranslated into the functional currency (AED) at the foreign exchange rate at the date that the fair value was
determined. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

Impairment

The Group recognizes, where applicable, loss allowances for Expected Credit Losses (ECLS) on the following
financial instruments that are not measured at FVPL.:

balances with central banks;

due from banks;

debt investment securities;

loans and advances, Islamic financing and other financial assets;

loan commitments; and

financial guarantee contracts.

No impairment loss is recognized on equity investments.

IFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit quality since initial recognition

as summarised below:

Stage 1: When loans are first recognised, the Group recognises an allowance based on 12 months ECLs.
12-month ECL are the portion of ECL that result from default events on a financial instrument
that are possible within the 12 months after the reporting date.

Stage 2: When a loan has shown a significant increase in credit risk since origination, the Group records
an allowance for the life time expected credit losses (LTECL). LTECL are the ECL that result
from all possible default events over the expected life of the financial instrument.

Stage 3: Loans considered credit-impaired. The group records an allowance for the LTECLS.

ECLs are an unbiased probability-weighted estimate of the present value of credit losses that is determined by
evaluating a range of possible outcomes. For funded exposures, ECL is measured as follows:

for financial assets that are not credit-impaired at the reporting date: as 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 the Group expects to receive); and
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

Financial assets (continued)

Impairment (continued)

financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying
amount and the present value of estimated future cash flows;

However, for unfunded exposures, ECL is measured as follows:

for undrawn loan commitments, as the present value of the difference between the contractual cash flows that
are due to the Group if the holder of the commitment draws down the loan and the cash flows that the Group
expects to receive if the loan is drawn down; and

for financial guarantee contracts, the expected payments to reimburse the holder of the guaranteed debt
instrument less any amounts that the Group expects to receive from the holder, the debtor or any other party

The Group measures ECL on an individual basis, or on a collective basis for portfolios of loans that share
similar economic and credit risk characteristics. The measurement of the loss allowance is based on the present
value of the asset’s expected cash flows using the asset’s original Effective Interest Rate (EIR), regardless of
whether it is measured on an individual basis or a collective basis.

The key inputs into the measurement of ECL are the term structures of the following variables:
probability of default (PD);

exposure at default (EAD); and

loss given default (LGD)

These parameters are generally derived from internally developed statistical models, other historical data,
where applicable, regulatory parameter and are adjusted to reflect forward-looking information.

Details of these statistical parameters / inputs are as follows:

PD — PD is the estimate of likelihood of default over a given time horizon, which is calculated based on
statistical rating models currently used by the Group, and assessed using rating tools tailored to the various
categories of counterparties and exposures.

EAD — EAD represents the expected exposure in the event of a default. The Group derives the EAD from the
current exposure to the counterparty and potential changes to the current amount allowed under the contract
and arising from amortisation. The EAD of a financial asset is its gross carrying amount at the time of default.
For lending commitments, the EADs are potential future amounts that may be drawn under the contract, which
are estimated based on historical observations and forward-looking forecasts. For financial guarantees, the
EAD represents the amount of the guaranteed exposure when the financial guarantee becomes payable. For
some financial assets, EAD is determined by modelling the range of possible exposure outcomes at various
points in time using scenario and statistical techniques.

LGD - LGD is an estimate of the loss arising on default. It is based on the difference between the contractual
cash flows due and those that the lender would expect to receive, taking into account cash flows from any
collateral. The LGD models for secured assets consider forecasts of future collateral valuation taking into
account sale discounts, time to realisation of collateral, cross-collateralisation and seniority of claim, cost of
realisation of collateral and cure rates (i.e. exit from non-performing status). LGD models for unsecured assets
consider time of recovery, history of recovery rates and seniority of claims. The calculation is on a discounted
cash flow basis, where the cash flows are discounted by the original EIR of the loan.
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3.1.1 Financial assets (continued)

€)

Impairment (continued)

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

instrument type;

credit risk grading;

collateral type;

loan to value ratio for retail exposure;

date of initial recognition;

remaining term of maturity;

industry; and

geography location of the borrower.

The groupings are subject to regular review to ensure that exposure within a particular group remain
appropriately homogenous.

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 asset, then the 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 of
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 date of derecognition to the reporting date using the original effective interest rate of the
existing financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortised cost and debt securities
carried at FVOCI are credit-impaired.

A financial asset is ‘credit-impaired” when one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred. Credit-impaired financial assets are referred to as Stage
3 assets. Evidence that a financial asset is credit-impaired includes the following observable data:

significant financial difficulty of the borrower or issuer;

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

the lender of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession that the lender would not otherwise consider;

the disappearance of an active market for a security because of financial difficulties; or

the purchase of a financial asset at a deep discount that reflects the incurred credit losses.

It may not be possible to identify a single discrete event - instead, the combined effect of several events may
have caused financial assets to become credit-impaired. The Group assesses whether debt instruments that are
financial assets measured at amortised cost or FVOCI are credit-impaired at each reporting date. To assess if
sovereign and corporate debt instruments are credit impaired, the Group considers the following factors:
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (continued)

Financial assets (continued)

Impairment (continued)

Restructured financial assets (continued)

The market's assessment of creditworthiness as reflected in the bond yields;

The rating agencies' assessments of creditworthiness;

The country's ability to access the capital markets for new debt issuance; and

The probability of debt being restructured, resulting in holders suffering losses through voluntary or mandatory
debt forgiveness.

A loan is considered credit-impaired when a concession is granted to the borrower due to a deterioration in the
borrower’s financial condition, unless there is evidence that as a result of granting the concession the risk of
not receiving the contractual cash flows has reduced significantly and there are no other indicators of
impairment.

For financial assets where concessions are contemplated but not granted, the asset is deemed credit impaired
when there is observable evidence of credit-impairment including meeting the definition of default. The
definition of default includes unlikeliness to pay indicators or a backstop if amounts are overdue for 90 days
or more.

Purchased or originated credit-impaired (POCI) financial assets

POCI financial assets are assets that are credit-impaired on initial recognition. For POCI assets, lifetime ECL
are incorporated into the calculation of the effective interest rate on initial recognition. Consequently, POCI
assets do not carry an impairment allowance on initial recognition. The amount recognised as a loss allowance
subsequent to initial recognition is equal to the changes in lifetime ECL since initial recognition of the asset.

Default definition

Critical to the determination of ECL is the definition of default. The definition of default is used in measuring
the amount of ECL and in the determination of whether the loss allowance is based on 12-month or lifetime
ECL, as default is a component of the probability of default (PD) which affects both the measurement of ECLs
or the identification of a significant increase in credit risk.

The Group considers a financial asset to be in default when:

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

the borrower is past due more than 90 days on any material credit obligation to the Group

Overdrafts are considered as being past due once the customer has breached an advised limit or been advised
of a limit smaller than the current amount outstanding.

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

qualitative - e.g. breaches of covenant;

guantitative - e.g. overdue status and non-payment on another obligation of the same issuer to the Group; and
based on data developed internally and obtained from external sources

The Group has performed a historical default rate analysis to identify homogeneous segments and further
estimated ECL parameters (i.e. PD, LGD and EAD) at similar granularities. To perform a historical default rate
analysis, the Group has adopted two separate definitions of default for the non-retail and the retail portfolio.
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3.1.1 Financial assets (continued)

€)

Impairment (continued)
Default definition (continued)

Non-retail portfolio

The non-retail portfolio comprises of loans which are managed individually by the Relationship Managers
(RMs) with oversight from the Credit Risk team of the Group. These loans are appraised at least annually based
on the financial information, other qualitative information and account conduct of the customer.

A non-retail customer is identified as at default if the customer is materially delinquent for more than 90 days
on any of its credit obligation.

Retail portfolio

The retail portfolio comprises of loans that are managed at a product level, and based on approved product
programs. A retail account is identified as default if the customer is delinquent for more than 90 days. The
default rate analysis for the retail portfolio is performed at the account level.

Assessment of significant increase in credit risk

The Group’s accounting policy is not to use the practical expedient that financial assets with ‘low’ credit risk
at the reporting date are deemed not to have had a significant increase in credit risk. As a result, the Group
monitors all financial assets, issued loan commitments and financial guarantee contracts that are subject to the
impairment requirements to assess whether there has been a significant increase in credit risk since initial
recognition. If there has been a significant increase in credit risk, the Group will measure the loss allowance
based on lifetime rather than 12-month ECL. The assessment is performed on at least quarterly basis for each
individual exposure.

Quantitative thresholds are established for the significant increase in the credit based on the movement in credit
rating. In addition to quantitative criteria the Group has a proactive Early Warning Indicator (EWI) framework,
based on which the Credit Risk team performs a portfolio quality review on a monthly basis. The objective of
the same is to identify potentially higher risk customers within the performing customers.

Multiple macro-economic scenarios form the basis of determining the probability of default at initial
recognition and at subsequent reporting dates. Different macro-economic scenarios will lead to a different
probability of default. It is the weighting of these different scenarios that forms the basis of a weighted average
probability of default that is used to determine whether credit risk has significantly increased.

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the probability of a default occurring on the financial instrument at the
reporting date based on the remaining maturity of the instrument with the probability of a default occurring
that was anticipated for the remaining maturity at the current reporting date when the financial instrument was
first recognised.

In making this assessment, the Group considers both quantitative and qualitative information that is reasonable
and supportable, including historical experience and forward-looking information that is available without
undue cost or effort, based on the Group’s historical experience and expert credit assessment. The following
indicators are incorporated:

internal risk grade;

external credit rating (as far as available);

actual or expected significant adverse changes in business, financial or economic conditions that are expected
to cause a significant change to the borrower’s ability to meet its obligations;
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Financial Instruments (continued)

Financial assets (continued)

Impairment (continued)

Assessment of significant increase in credit risk (continued)

actual or expected significant changes in the operating results of the borrower;

significant increases in credit risk on other financial instruments of the same borrower;

significant changes in the value of the collateral supporting the obligation;

significant changes in the actual or expected performance and behavior of the borrower, including changes in
the payment status of borrowers in the group and changes in the operating results of the borrower; and
macro-economic information (such as oil prices or GDP) is incorporated as part of the internal rating model

The quantitative factors that indicate significant increase in credit risk are reflected in PD models on a timely
basis. However the Group still considers separately some qualitative factors to assess if credit risk has increased
significantly. For corporate lending there is particular focus on assets that are included on a ‘watch list’ given
an exposure is on a watch list once there is a concern that the creditworthiness of the specific counterparty has
deteriorated.

As a back stop, a significant increase in credit risk is presumed if a customer is more than 30 days past due in
making a contractual payment. Days past due are determined by counting the number of days since the earliest
elapsed due date in respect of which full payment has not been received. Due dates are determined without
considering any grace period that might be available to the borrower.

For retail lending the Group considers credit scores and events such as unemployment, bankruptcy or death.
As a back-stop when an asset becomes 30 days past due, the Group considers that a significant increase in
credit risk has occurred and the asset is in Stage 2 of the impairment model, i.e. the loss allowance is measured
as the lifetime ECL.

Improvement in credit risk profile
If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then
the loss allowance on an instrument returns to being measured as 12-month ECL.

The Group has defined below criteria in accordance with regulatory guidelines to assess any improvement in
the credit risk profile which will result into upgrading of customers moving from Stage 3 to Stage 2 and from
Stage 2 to Stage 1.

Significant decrease in credit risk will be upgraded in stage (one stage at a time) from Stage 3 to Stage 2 and
thereafter from Stage 2 to Stage 1 after meeting the curing period of at least 12 months.

Restructured cases will be upgraded if repayments of 3 installments (for quarterly installments) have been made
or 12 months (for installments longer than quarterly) curing period is met.

Incorporation of forward-looking information

The Group incorporates forward-looking information into both its assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and its measurement of ECL. The Group
relies on a broad range of forward looking information as economic inputs such as:

House prices like real estate — Dubai and Abu Dhabi Index;

Economic Composite Index (ECI);

Non-Oil Economic Composite Index (NIECI);

Oil Price per Barrel (OPB);

Consumer Price Index (CPI) and

Hotel Occupancy Dubai
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Impairment (continued)

Incorporation of forward-looking information (continued)

The Group has identified and documented key drivers of credit risk and credit losses for each portfolio of
financial instruments and, using an analysis of historical data, has estimated relationships between macro-
economic variables and credit risk and credit losses.

The Group formulates three economic scenarios: a base case, which is the median scenario assigned a 40%
(2020: 65%) probability of occurring, and two less likely scenarios, one upside at 30% (2020: 0%) probability
of occurring and one downside at 30% (2020: 35%) probability of occurring.

The table below summarizes key macroeconomic indicators included in the economic scenarios in UAE at 31
December 2021 for the years ending 2021 to 2023:
Base Scenario Downside Scenario Upside Scenario
2021 2022 2023 2021 2022 2023 2021 2022 2023

Economic Composite ¢ 500, 1 4606 1.68% 534% -921% 0.37% 534%  6.04%  3.30%

Index
Oil Price — USD 77 57 55 77 36 45 77 61 59
gz?)'aiEState Index - 11310 11207 11433 11310 9565 9183 11310 12128 12671

Presentation of allowance for ECL in the statement of financial position

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

for financial assets measured at amortised cost: as a deduction from the gross carrying amount of the assets;
for debt instruments measured at F\VOCI: no loss allowance is recognised 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
recognised in the fair value reserve;

for loan commitments and financial guarantee contracts: generally, as a provision; and

where a financial instrument includes both a drawn and an undrawn component, and the Group cannot identify
the ECL on the loan commitment component separately from those on the drawn component: the Group
presents a combined loss allowance for both components. The combined amount is presented as a deduction
from the gross carrying amount of the drawn component. Any excess of the loss allowance over the gross
amount of the drawn component is presented as a provision.

Write-off

Loans and advances and Islamic financing and debt securities are written-off when the Group has no reasonable
expectations of recovering the financial asset (either partially or in full). This is the case when the Group
determines that the borrower does not have assets or sources of income that could generate sufficient cash flows
to repay the amounts subject to the write-off. This assessment is carried out at the individual asset level. A
write-off constitutes a derecognition event. The Group may apply enforcement activities to financial assets
written-off.

Recoveries of amounts previously written-off are included in 'recoveries' in the consolidated statement of profit
or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.1 Financial Instruments (continued)

3.1.1 Financial assets (continued)

9)

Modification of financial assets

A modification of a financial asset occurs when the contractual terms governing the cash flows of a financial
asset are renegotiated or otherwise modified between initial recognition and maturity of the financial asset. A
modification affects the amount and / or timing of the contractual cash flows either immediately or at a future
date.

When a financial asset is modified, the Group assesses whether this modification results in derecognition. In
accordance with the Group’s policy, a modification results in derecognition when it gives rise to substantially
different terms. To determine if the modified terms are substantially different from the original contractual
terms the Group considers the following:

Qualitative factors, such as contractual cash flows after modification are no longer SPPI, change in currency
or change of counterparty, the extent of change in interest rates, maturity, covenants. If these do not clearly
indicate a substantial modification, then;

A guantitative assessment is performed to compare the present value of the remaining contractual cash flows
under the original terms with the contractual cash flows under the revised terms, both amounts discounted at
the original effective interest. If the difference in present value is material, the Group deems the arrangement
is substantially different leading to derecognition.

When the contractual terms of a financial asset are modified and the modification does not result in
derecognition, the Group determines if the financial asset’s credit risk has increased significantly since initial
recognition by comparing:

the remaining lifetime PD estimated based on data at initial recognition and the original contractual terms; with
the remaining lifetime PD at the reporting date based on the modified terms.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification
is usually to maximise recovery of the original contractual terms rather than to originate a new asset with
substantially different terms. The revised terms usually include extending the maturity, changing the timing of
interest payments and amending the terms of loan covenants. Both retail and corporate loans are subject to the
forbearance policy. The Group Credit Committee regularly reviews reports on forbearance activities.

If the Group plans to modify a financial asset in a way that would result in forgiveness of cash 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 in such cases.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of
forbearance may constitute evidence that an exposure is credit-impaired. For financial assets modified as part
of the Group’s forbearance policy, where modification did not result in derecognition, the estimate of PD
reflects the Group’s ability to collect the modified cash flows taking into account the Group’s previous
experience of similar forbearance action, as well as various behavioural indicators, including the borrower’s
payment performance against the modified contractual terms.

If the credit risk remains significantly higher than what was expected at initial recognition, the loss allowance
will continue to be measured at an amount equal to lifetime ECL. The loss allowance on forborne loans will
generally only be measured based on 12-month ECL when there is evidence of the borrower’s improved
repayment behaviour following modification leading to a reversal of the previous significant increase in credit
risk.
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3.
3.1

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

3.1.1 Financial assets (continued)

9)

h)

Modification of financial assets (continued)

If the modification of a financial asset measured at amortised cost or FVOCI 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 effective interest rate of the asset and recognises the resulting adjustment as a modification gain or
loss in the consolidated statement of profit or loss. Then the Group measures ECL for the modified asset, where
the expected cash flows arising from the modified financial asset are included in calculating the expected cash
shortfalls from the original asset. For floating-rate financial assets, the original effective interest rate used to
calculate the modification gain or loss is adjusted to reflect current market terms at the time of the modification.
Any costs or fees incurred and fees received as part of the modification 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 effective interest rate method.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the asset’s cash flows expire
(including expiry arising from a modification with substantially different terms), or when the financial asset
and substantially all the risks and rewards of ownership of the asset are transferred to another entity. If the
Group neither transfers nor retains substantially all the risks and rewards of ownership and continues to control
the transferred asset, the Group recognises its retained interest in the asset 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 recognises a
collateralised borrowing for the proceeds received.

In the case where the financial asset is derecognised, the loss allowance for ECL is remeasured at the date of
derecognition to determine the net carrying amount of the asset at that date. The difference between this revised
carrying amount and the fair value of the new financial asset with the new terms will lead to a gain or loss on
derecognition. The new financial asset will have a loss allowance measured based on 12-month ECL except in
the rare occasions where the new loan is considered to be originated credit impaired. This applies only in the
case where the fair value of the new loan is recognised at a significant discount to its revised par amount
because there remains a high risk of default which has not been reduced by the modification. The Group
monitors credit risk of modified financial assets by evaluating qualitative and quantitative information, such as
if the borrower is in past due status under the new terms.

On derecognition of a financial asset in its entirety, the difference between the carrying amount allocated to the
part that is no longer recognised and the sum of the consideration received for the part no longer recognised
and any cumulative gain / loss allocated to it that had been recognised in OCI is recognised in consolidated
statement of profit or loss.

Any cumulative gain / loss recognised in OCI in respect of equity investment securities designated as at FVOCI
is not recognised in the consolidated statement of profit or loss on derecognition of such securities. Any interest
in transferred financial assets that qualify for derecognition that is created or retained by the Group is
recognised as a separate asset or liability.
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3.

3.1
3.1.2
a)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)
Financial liabilities

Classification

The Group classifies its financial liabilities in the following categories:
Fair value through profit or loss; and

Amortised cost.

Financial liabilities at FVPL

Financial liabilities are classified as at FVPL when the financial liability is (i) held for trading, or (ii) it is
designated as at FVPL. A financial liability is classified as held for trading if:

it has been incurred principally for the purpose of repurchasing 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 a recent actual pattern of short-term profit-taking; or

it is a derivative that is not designated and is effective as a hedging instrument.

A financial liability other than a financial liability held for trading or contingent consideration that may be paid
by an acquirer as part of a business combination may be designated as at FVPL upon initial recognition if:
such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the Group’s documented risk
management or investment strategy, and information about the grouping is provided internally on that basis.

Subsequent measurement

Financial liabilities at FVPL are stated at fair value, with any gains / losses arising on remeasurement
recognised in profit or loss to the extent that they are not part of a designated hedging relationship. The net
gain / loss recognised in consolidated statement of profit or loss incorporates any interest paid on the financial
liability.

However, for non-derivative financial liabilities that are designated as at FVPL, the amount of change in the
fair value of the financial liability that is attributable to changes in the credit risk of that liability is recognised
in OCI, unless the recognition of the effects of changes in the liability’s credit risk in OCI would create or
enlarge an accounting mismatch in profit or loss. The remaining amount of change in the fair value of liability
is recognised in profit or loss. Changes in fair value attributable to a financial liability’s credit risk that are
recognised in OCI are not subsequently reclassified to consolidated statement of profit or loss; instead, they
are transferred to retained earnings upon derecognition of the financial liability.

In making the determination of whether recognising changes in the liability’s credit risk in OCI will create or
enlarge an accounting mismatch in profit or loss, the Group assesses whether it expects that the effects of

changes in the liability’s credit risk will be offset in profit or loss by a change in the fair value of another
financial instrument measured at FVPL. This determination is made at initial recognition.

Fair value is determined in the manner described in note 3.1 (b).
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3.

3.1
3.1.2
a)
i

b)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)
Financial liabilities (continued)
Classification (continued)

Financial liabilities at amortised cost

Other financial liabilities, including deposits and borrowings, are initially measured at fair value, net of
transaction costs. Other financial liabilities are subsequently measured at amortised cost using the effective
interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The EIR is the rate that exactly discounts estimated future
cash payments through the expected life of the financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Modification of financial liabilities

The Group accounts for substantial modification of terms of an existing liability or part of it as an
extinguishment of the original financial liability and the recognition of a new liability. It is assumed that the
terms are substantially different if the discounted present value of the cash flows under the new terms, including
any fees paid net of any fees received and discounted using the original effective rate is materially different
from the discounted present value of the remaining cash flows of the original financial liability.

In this case, a new financial liability based on the modified terms is recognised at fair value. The difference
between the carrying amount of the financial liability derecognised and consideration paid is recognised in the
consolidated statement of profit or loss. Consideration paid includes non-financial assets transferred, if any,
and the 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 cash flows at the original effective interest rate and the
resulting gain or loss is recognised in the consolidated statement of profit or loss. For floating-rate financial
liabilities, the original effective interest rate used to calculate the modification gain or loss is adjusted to reflect
current 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 effective interest rate
on the instrument.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in the consolidated statement of profit or loss.

When the Group exchanges with the existing lender one debt instrument into another one with substantially

different terms, such exchange is accounted for as an extinguishment of the original financial liability and the
recognition of a new financial liability.
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3.

3.1
3.1.3

3.2
a)

b)

3.3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

Financial guarantee contracts and loan

Financial guarantees’ are contracts that require the Group to make specified payments to reimburse the holder
for a loss that it incurs because a specified debtor fails to make payment when it is due in accordance with the
terms of a debt instrument.

‘Loan commitments’ are firm commitments to provide credit under pre-specified terms and conditions.

Financial guarantees issued or commitments to provide a loan at a below-market interest rate are initially
measured at fair value. Subsequently, they are measured at the higher of the loss allowance determined in
accordance with IFRS 9 and the amount initially recognised less, when appropriate, the cumulative amount of
income recognised in accordance with the principles of IFRS 15. Other loan commitments issued are measured
at the sum of (i) the loss allowance determined in accordance with IFRS 9 and (ii) the amount of any fees
received, less, if the commitment is unlikely to result in a specific lending arrangement, the cumulative amount
of income recognised. Derecognition policies are applied to loan commitments issued and held.

The Group has issued no loan commitments that are measured at FVPL.

Liabilities arising from financial guarantees and loan commitments are included within provisions.

Derivative financial instruments

Classification

The Group enters into derivative financial instruments including forwards, futures, swaps and options in the
foreign exchange and capital markets. Derivative financial instruments, that do not qualify for hedge
accounting are classified as “FVPL — financial assets held for trading” financial instruments.

Initial and subsequent measurement

In the normal course of business, the fair value of a derivative on initial recognition is the transaction price.
Subsequent to initial recognition, derivative financial instruments are stated at fair values. Fair values are
generally obtained by reference to quoted market prices in active markets, or by using valuation techniques
when an active market does not exist.

The positive mark to market values (unrealised gains) of derivative financial instruments is included in other
assets. The negative mark to market values (unrealised losses) of derivative financial instruments is included
in other liabilities.

Gains and losses on subsequent measurement
The gains or losses from derivative financial instruments classified as FVPL are taken to the consolidated
statement of profit or loss.

Hedging instruments
As part of its asset and liability management, the Group uses derivatives for hedging purpose.

When derivatives are designated as hedges, the Group classifies them as either:
fair value hedges which hedge the change in the fair value of recognised assets or liabilities; or

cash flow hedges which hedge the exposure to variability in highly probable future cash flows attributable to a
recognised asset or liability or a forecast transaction.

Hedge accounting is applied to derivatives designated as hedging instruments in fair value or cash flow hedge
provided certain criteria are met.
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d)

e)

f)

3.4

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Hedging instruments (continued)

Hedge accounting

Hedge documentation

At the inception of the hedge, formal documentation of the hedge relationship must be established. The hedge
documentation prepared at the inception of the hedge must include a description of the following:

The Group’s risk management objective and strategy for undertaking the hedge;

The nature of risk being hedged;

Clear identification of the hedged item and the hedging instrument; and

How the Group will assess the effectiveness of the hedging relationship on an ongoing basis.

Hedge effectiveness testing

The hedge is regarded as highly effective if both of the following conditions are met:

At the inception of the hedge and in subsequent periods, the hedge is expected to be highly effective in
offsetting the changes in fair value or cash flows of the hedging instruments with corresponding changes in the
hedged risk and should be reliably measurable; and

The actual results of the hedge effectiveness testing are within a range of 80 to 125 percent.

In case of a cash flow hedge, prospective hedge effectiveness is assessed by matching the critical terms of
hedging instruments and hedged items.

Fair value hedge
The changes in the fair value of derivatives that are designated and qualify as fair value hedge instruments is
recognised in the consolidated statement of profit or loss.

Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges is recognised in OCI. Any gain or loss in fair value relating to an ineffective portion is recognised
immediately in the consolidated statement of profit or loss.

Discontinuance of hedge accounting

The hedge accounting is discontinued when a hedging instrument expires or is sold, or when a hedge no longer
meets the criteria for hedge accounting. At that point of time, any cumulative gain or loss on the hedging
instrument that has been recognised in OCI remains in OCI until the forecast transaction occurs. When a
forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in OCI is
immediately transferred to the consolidated statement of profit or loss.

Hedges that do not qualify for hedge accounting
For hedges that do not qualify for hedge accounting, any gains or losses arising from changes in the fair value
of the hedging instrument are taken directly to the consolidated statement of profit or loss for the year.

Due from banks

Amounts due from banks are initially recognised at fair value and subsequently measured at amortised cost less
allowance for expected credit loss, if any.
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3.5

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans and advances and Islamic financing

Loans and advances and Islamic financing are initially measured at fair value plus incremental direct
transaction costs, and subsequently measured at their amortised cost using the effective interest method, except
when the Group chooses to carry the loans and advances at FVPL.

In addition to conventional banking products, the Group offers its customers certain Islamic financing products,
which are approved by Sharia Supervisory Board. Islamic financing consists of the following:

Murabaha

An agreement whereby the Group sells to a customer, commaodity or asset (subject asset) on a deferred payment
basis, which the Group has purchased and acquired, based on a promise received from the customer to buy the
item purchased according to specific terms and conditions. The selling price comprises the cost of the subject
asset and an agreed profit margin. Income is recognised on an accrual basis adjusted by actual income when
received.

ljarah

ljara refers to lease of the asset, which the Group (Lessor) constructs or purchases as per customer (Lessee)
request based on the promise to lease the asset for a fixed term against certain rent installment. ljara can end
by transferring the ownership of the asset to the lessee in case of ljara Muntahia Bittamleek.

The ljarah agreement specifies the leased asset, duration of the lease term, as well as, the basis for rental
calculation and the timing of rental payment. The Lessee undertakes under this agreement to renew the lease
periods and pay the relevant rental payment amounts as per the agreed schedule and applicable formula
throughout the lease term.

The Lessor retains the ownership of the asset throughout the lease term. At the end of the lease term, upon
fulfillment of all the obligations by the Lessee under the ljarah agreement, the Lessor will sell the leased asset
to the Lessee at nominal value based on a sale undertaking given by the Lessor.

ljarah rentals accrue upon the commencement of the lease and continues throughout the lease term based on
the outstanding fixed rental (which predominantly represent the cost of the leased asset).

Musharaka

An agreement whereby the Group and a customer contribute to a certain enterprise according to a diminishing
arrangement ending up with the acquisition by the customer of the full ownership. The profit is shared as per
the agreement set between both parties while the loss is shared in proportion to their shares of capital in the
enterprise. In principle Musharaka profit is distributed on declaration / distribution by the managing partner.

Islamic financing products are initially recognised at fair value and subsequently measured at amortised cost,
using the effective profit method, less any amounts written off, allowance for doubtful accounts and unearned

income.

The effective profit rate is the rate that exactly discounts estimated future cash flow through the expected life
of the financial asset or liability.
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3.6

3.7

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investment securities

The ‘investment securities’ caption in the statement of financial position includes:

debt investment securities measured at amortised cost: these are initially measured at fair value plus incremental
direct transaction costs, and subsequently at their amortised cost using the effective interest method,;

debt and equity investment securities measured at FVPL or designated as at FVPL : these are at fair value with
changes recognised immediately in profit or loss;

debt securities measured at FVOCI; and

equity investment securities designated as FVOCI.

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

Interest revenue using the effective interest method;

ECL and reversals; and

Foreign exchange gains and losses.

When debt security measured at FVOCI is derecognised, the cumulative gain or loss previously recognised in
OCl is reclassified from equity to profit or loss.

The Group elects to present in OCI changes in the fair value of certain investments in equity instruments that
are not held for trading. The election is made on an instrument-by-instrument basis on initial recognition and
is irrevocable.

Gains and losses on such equity instruments are never reclassified to profit or loss and no impairment is
recognised in profit or loss. Dividends 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. Cumulative gains and losses on
equity instruments recognised in OCI are transferred to retained earnings on disposal of an investment.

Investment properties

The Group holds certain investment properties to earn rental income, for capital appreciation or both. The
leased out or intended to lease out components have been classified as investment properties. Investment
properties are measured initially at cost, including transaction costs. The carrying amount includes the cost of
replacing part of an existing investment property at the time that cost is incurred, if the recognition criteria are
met and excludes the costs of day-to-day servicing of an investment property. Subsequent to initial recognition,
investment properties are stated at cost less any accumulated depreciation and accumulated impairment losses.

Depreciation is charged using straight line method over the useful life of the asset. Estimated useful life of
buildings is 30 to 60 years.

Investment properties are derecognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any
gains or losses on the retirement or disposal of an investment property is determined by comparing the proceeds
from disposal with the carrying amount and is recognised in the consolidated statement of profit or loss under
‘other income’ in the year of retirement or disposal.

Transfers are made to and from investment properties when, and only when there is change in use evidenced
by ending or commencing of owner-occupation, ending or commencement of an operating lease of another
party or ending of construction or development.

37



Commercial Bank of Dubai PSC
Notes to the Group consolidated financial statements
For the year ended 31 December 2021

3.
3.7

3.8

3.9

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investment properties (continued)

Non-current assets classified as held for sale are measured at the lower of their carrying amount and fair value
less costs to sell. Non-current assets are classified as held for sale if their carrying amounts will be recovered
principally through a sale transaction rather than through continuing use. This condition is regarded as met only
when the sale is highly probable and the asset is available for immediate sale in its present condition,
management has committed to the sale, and the sale is expected to be completed within one year from the date
of classification.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and impairment losses except for
granted land, which is stated at the market value at the date of grant.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of replacing an
item of property and is recognised in the carrying value of the item if it is probable that the future economic
benefits embodied within the part will flow to the Group and its cost can be measured reliably. The day-to-day
servicing expenses of property and equipment are recognised in the consolidated statement of profit or loss as
incurred.

The gain or loss on disposal of an item of property and equipment is determined by comparing the proceeds
from disposal with the carrying amount of the item of property and equipment. These are included in the
consolidated statement of profit or loss.

Property and equipment is impaired if the carrying amount of the asset or its cash generating unit (CGU) exceed
its recoverable amount. The impairment loss is recognised in the consolidated statement of profit or loss.

The cost of all property and equipment other than freehold land and capital work in progress is depreciated
using the straight-line method over the following estimated useful lives:

Buildings 30 to 60 years
Leasehold improvements 5to 10 years
Building renovations 7 years
Furniture and fixtures 7 years
Computer equipment 3 to 10 years
Computer software 7 years

Motor vehicles 5 years

Depreciation methods, useful lives and residual values are reassessed at each reporting date and prospectively
adjusted if appropriate.

Capital work in progress is initially recorded at cost, and upon completion is transferred to the appropriate
category of property and equipment and thereafter depreciated in accordance with the Group’s policies.

Due to banks, notes and medium term borrowing

Amounts due to banks, notes and medium term borrowing are initially measured at fair value plus transaction
costs, and are subsequently measured at amortised cost using the effective interest method.
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3.11

3.12

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Repurchase agreement

When the Group sells a financial asset and simultaneously enters into an agreement to repurchase the asset at
a fixed price on a future date the agreement is accounted for as a term borrowing depending on period of the
agreement, and the underlying asset continues to be recognised in the Group’s financial statement.

Customer deposits and Islamic customer deposits

Customer deposits are initially recognised at fair value, being the fair value of the consideration received. After
initial recognition, all deposits are subsequently measured at amortised cost using the effective interest method.
Amortised cost is calculated by taking into account any transaction costs that are directly attributable to the
acquisition or receipt of customer deposit.

The Islamic customer deposits are received by entering into following kinds of agreements:

Mudaraba

An agreement between the Group and a third party whereby one party would provide a certain amount of funds
(Rab ul Mal) which the other party (Mudarib) would then invest in a specific enterprise or activity against a
specific share in the profit. The Mudarib would bear the loss in case of default, negligence or violation of any
of the terms and conditions of the Mudaraba. In principle Mudaraba profit is distributed on
declaration/distribution by the Mudarib.

Wakala

An agreement between Group and third party whereby one party (Muwakil) provides certain amount of funds
which the other party (Wakil) would invest according to the terms and conditions of Wakala in return for a
certain fee. The Wakil is obliged to return the invested amount in case of default, negligence or violation of
any of the terms and conditions of the Wakala. The Wakil may be granted any excess over and above a certain
pre-agreed rate of return as a performance incentive. In principle, Wakala profit is distributed on
declaration/distribution by the Wakil.

Islamic customer deposits are initially measured at fair value plus transaction costs, and subsequently measured
at their amortised cost using the effective profit method.

Employees’ terminal benefits

The Group provides for employees’ terminal benefit in accordance with the UAE labor law. The entitlement to
these benefits is based upon the employees’ length of service and completion of a minimum service period.
The expected costs of these benefits are accrued over the period of employment. With respect to its UAE
national employees, the Group makes contributions to the relevant government pension scheme calculated as
a percentage of the employees’ salaries. The Group’s obligations are limited to these contributions, which are
expensed when due.

Defined contribution scheme

A defined contribution scheme is a post-employment benefit scheme under which an entity pays fixed
contributions into a separate entity or to a government organisation and will have no legal or constructive
obligation to pay further amounts. Obligations for contributions to defined contribution pension plans are
recognised as an employee benefit expense in consolidated statement of profit or loss in the periods during
which services are rendered by employees.

Pension and national insurance contributions for eligible employees are made by the Group to Pensions and
Benefits Fund in accordance with the applicable laws of country where such contributions are made.
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3.13

3.14

3.15

3.16

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employees’ terminal benefits (continued)

Defined benefit scheme

A defined benefit scheme is a post-employment benefit scheme other than a defined contribution scheme. The
liability recognised in the statement of financial position in respect of defined benefit gratuity schemes is the
present value of the defined benefit obligation at the end of the reporting period together with adjustments for
unrecognised past-service costs. The defined benefit obligation is calculated annually by independent actuaries
using assumptions in line with the guidelines of IAS 19. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using interest rates of high-quality corporate
bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity
approximating to the terms of the related pension obligation.

The Group has determined that, in accordance with the terms and conditions of the defined benefit scheme, and
in accordance with statutory requirements, the present value of refunds or reductions in future contributions,
which comprise actuarial gains and losses, the return on plan assets (excluding interest) and the effect of the
asset ceiling (if any, excluding interest), are recognised immediately in OCI. Net interest expense and other
expenses related to defined benefit scheme are recognised in staff and other expenses in consolidated statement
of profit or loss. When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailment is recognised immediately to profit or loss.
The Group recognises gains and losses on the settlement of a defined benefit scheme when the settlement
occurs.

The below are the key actuarial assumptions used to value the liabilities using weighted average rates.

2021 2020
Discount Rate 2.10% per annum 3.20% per annum
Salary Increase Rate 0.50 % per annum 1.00% per annum

Share capital

The Group classifies capital instruments as financial liabilities or equity instruments in accordance with the
substance of the contractual terms of the instruments. Incremental costs directly attributable to the issue of an
equity instrument are deducted from the initial measurement of the equity instruments.

Dividend on ordinary shares
Dividends payable on ordinary shares are recognised as a liability in the period in which they are approved by
the Group’s shareholders in the Annual General Meeting.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position
when, and only when, the Group has a legally enforceable right to set off the recognised amounts 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 IFRSs, or of gains and losses
arising from a group of similar transactions such as in the Group’s trading activity.

Cash and cash equivalents

For the purposes of the consolidated cash flow statement, cash and cash equivalents consist of cash on hand
and balances with the Central Bank (excluding statutory reserve), and amounts due from and due to banks with
original maturity of less than three months. Cash and cash equivalents are carried at amortised cost in the
statement of financial position.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition

Interest income and expense

Interest income and expense for all interest bearing financial instruments except at FVVPL, are presented in
‘interest income’ and ‘interest expense’ in the consolidated statement of profit or loss on an accrual basis using
the effective interest rates of the financial assets or financial liabilities to which they relate. Interest income and
expense for financial instruments at FVVPL is recognised as 'Net gains from investments at fair value through
profit or loss'.

Amortised cost and gross carrying amount

The 'amortised cost' of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between that initial amount and
the maturity amount and, for financial assets, adjusted for any expected credit loss allowance.

The 'gross carrying amount of a financial asset' is the amortised cost of a financial asset before adjusting for
any expected credit loss allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or financial liability is calculated on initial recognition of a
financial asset or a financial liability. In calculating interest income and expense, the effective interest rate is
applied to the gross carrying amount of the asset (when the asset is not credit-impaired) or to the amortised cost
of the liability. The effective interest rate is revised as a result of periodic re-estimation of cash flows of floating
rate instruments to reflect movements in market rates of interest. The effective interest rate is also revised for
fair value hedge adjustments at the date amortisation of the hedge adjustment begins.

However, for financial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated by applying the effective interest rate to the amortised cost of the financial asset. If the
asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying
the credit-adjusted effective interest rate to the amortised cost of the asset. The calculation of interest income
does not revert to a gross basis, even if the credit risk of the asset improves.

Income from Islamic financing and distributions to depositors
Income from Islamic financing is recognised in the consolidated statement of profit or loss using the effective
profit method.

The calculation of the effective profit rate includes all fees paid or received, transaction costs, and discounts or
premiums that are an integral part of the effective profit rate. Transaction costs are incremental costs that are
directly attributable to the acquisition, issue or disposal of a financial asset.

Distribution to depositors (Islamic products) is calculated according to the Group’s standard procedures and is
approved by the Group’s Sharia Supervisory Board.

Fees and commission

Fee income, which is not an integral part of the effective interest rate of a financial instrument, is earned from
a diverse range of services provided by the Group to its customers, and are accounted for in accordance with
IFRS 15 ‘Revenue from Contracts with Customers’. Under the IFRS 15, fee income is measured by the Group
based on the consideration specified in a contract with a customer and excludes amounts collected on behalf of
third parties. The Group recognises revenue when it transfers control over a product or service to a customer.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (continued)

Fees and commission (continued)

A contract with a customer that results in a recognised financial instrument in the Group's financial statements
may be partially in the scope of IFRS 9 and partially in the scope of IFRS 15. If this is the case, then the Group
first applies IFRS 9 to separate and measure the part of the contract that is in the scope of IFRS 9 and then
applies IFRS 15 to the residual.

Fee income is accounted for as follows:

income earned on the execution of a significant act is recognised as revenue when the act is completed (for
example, fees arising from negotiating, or participating in the negotiation of a transaction for a third-party, such
as an arrangement for the acquisition of shares or other securities);

income earned from the provision of services is recognised as revenue as the services are provided (for example,
asset management, portfolio and other management advisory and service fees); and

other fees and commission income and expense are recognised as the related services are performed or received
and they mainly relates to commission, brokerage fees and credit card expenses.

Fee income which forms an integral part of the effective interest rate of a financial instrument is recognised as
an adjustment to the effective interest rate (for example, certain loan commitment fees) and recorded in ‘Interest
income’.

Asset management services

The Group provides asset management services. Fees for asset management services are calculated based on a
fixed percentage of the value of assets managed and deducted from the customer's account balance on a monthly
basis.

Customer loyalty programme

The Group operates a rewards programme which allows customers to accumulate points when they purchase
products on the Group’s credit cards. The points can then be redeemed for shopping rewards, cash back or air
miles, subject to a minimum number of points being obtained. While some aspects of the programme are
administered in-house, third party providers are used for certain other aspects of the programme.

In the case of the in-house administered aspects, the sale proceeds received are allocated between the products
/ services sold and the points issued. The proceeds allocated to the points are equal to their fair value. Fair value
is determined by applying statistical techniques.

For aspects where third party providers are used, the consideration allocated to the awards credits collected on
behalf of the third party are charged to the consolidated statement or profit or loss at the time of supplying the
rewards.

Property related income
Property related income includes rental income, which is recognised on a straight line basis over the term of
the lease and is recorded under ‘other income' in the consolidated statement of profit or loss.

Dividend income

Dividend income is recognised when the right to receive payment is established. The presentation of dividend
income in the consolidated statement of profit or loss depends on the classification and measurement of the
equity investment, i.e.:

for equity instruments designated at F\VVOCI, dividend income is presented as Dividend Income; and

for equity instruments at FVPL, dividend income is presented as ‘Net gains from investments at FVPL'".
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (continued)

Share of profit of an associate
Share of profit of an associate reflects the Group’s share of the results of operations of the associate.

Provisions

A provision is recognised if as a result of a past event, the Group has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle
the obligation. Provisions are determined by discounting the expected future cash flows at a rate that reflects
current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

Foreign currencies

Foreign currency transactions are recorded at rates of exchange ruling at the value dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the reporting date, are translated at the
foreign exchange rate ruling at spot date.

Non-monetary assets and liabilities denominated in foreign currencies, which are stated at historical cost, are
translated at the foreign exchange rate ruling at the date of the transaction. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated at the foreign exchange rates ruling
at the dates that the fair values were determined.

Forward foreign exchange contracts are translated into AED at market rates of exchange ruling at the reporting
date. Foreign exchange differences arising on translation are recognised in the consolidated statement of profit
or loss.

Foreign currency differences arising on translation are generally recognized in the consolidated statement of
profit or loss. However, foreign currency differences arising from the translation of qualifying cash flow hedges
to the extent that the hedge is effective, are recognised in OCI.

Leasing

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified 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.

Group acting as a lessee

At commencement or on modification of a contract that contains a lease component, the Group allocates
consideration in the contract to each lease component on the basis of its relative standalone price. However,
for leases of branches and office premises the Group has elected not to separate non-lease components and
accounts for the lease and non-lease components as a single lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of costs to dismantle and remove any improvements made to branches or office premises.

43



Commercial Bank of Dubai PSC
Notes to the Group consolidated financial statements
For the year ended 31 December 2021

3.
3.20

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leasing (continued)

Group acting as a lessee (continued)

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
to the end of the lease term. In addition, the right-of-use 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 present value 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 borrowing rate. Generally, the Group uses its incremental borrowing rate
as the discount rate.

The Group determines its incremental borrowing rate by analyzing its borrowings from various external sources
and makes certain adjustments to reflect the terms of the lease and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

fixed payments, including in-substance fixed payments;

variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;

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 to exercise an extension 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 change 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 Group changes
its assessment of whether it will exercise a purchase, extension or termination option or if there is a revised in-
substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

The Group presents right-of-use assets in ‘property and equipment’ and lease liabilities in ‘other liabilities’ in
the statement of financial position.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets
and short-term leases, including leases of IT equipment. The Group recognises the lease payments associated
with these leases as an expense on a straight-line basis over the lease term.

Group acting as a lessor
At inception or on modification of a contract that contains a lease component, the Group allocates the

consideration in the contract to each lease component on the basis of their relative stand-alone selling prices.

When the Group acts as a lessor, it determines at lease inception whether the lease is a finance lease or an
operating lease.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leasing (continued)

Group acting as a lessor (continued)

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all
of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a
finance lease; if not, then it is an operating lease. As part of this assessment, the Group considers certain
indicators such as whether the lease is for the major part of the economic life of the asset.

Fiduciary activities
The Group provides wealth management solutions to manage client assets. These assets are held in the Group’s
custody and are invested on behalf of the client in third party funds, and other securities like bonds and sukuk.

These assets and income arising from these assets are not included in the Group’s consolidated financial
statements as the risk and rewards incidental to ownership of these assets lie with the client.

Acceptances

Acceptances arise when the Bank is under an obligation to make payments against documents drawn under
letters of credit. Acceptances specify the amount of money, the date and the person to which the payment is
due. After acceptance, the instrument becomes an unconditional liability (time draft) of the Bank and
is therefore recognised as a financial liability in the consolidated statement of financial position with
a corresponding contractual right of reimbursement from the customer recognised as a financial asset.

Acceptances have been considered within the scope of IFRS 9 - Financial Instruments and continued
to be recognised as a financial liability in the consolidated statement of financial position with a contractual
right of reimbursement from the customer as a financial asset.

Derivative product types

A derivative is a financial instrument whose value changes in response to an underlying variable, that requires
little or no initial investment and that is settled at a future date. The Group enters into a variety of derivative
financial instruments to manage the exposure to profit and foreign exchange rate risks, including unilateral
promise to buy/sell currencies and interest rate swap.

Forwards

Forwards are contractual agreements to either buy or sell a specified currency, commodity or financial
instrument at a specific price and date in the future. Forwards are customized contracts transacted in the over-
the-counter market.

Swaps

Swaps are contractual agreements between two parties to exchange interest or foreign currency differentials
based on a specific notional amount. For interest rate swaps, counterparties generally exchange fixed and
floating rate interest payments based on a notional value in a single currency. For currency swaps, the
underlying amounts are exchanged in different currencies.

Options

Options are contractual agreements that convey the right, but not the obligation, to either buy or sell a specific
amount of a commodity or financial instrument at a fixed price, either at a fixed future date or at any time
within a specified period.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derivative product types (continued)

Derivative related credit risk

Credit risk in respect of derivative financial instruments arises from the potential for a counterparty to default
on its contractual obligations and is limited to the positive fair value of instruments that are favorable to the
Group and potential future fluctuations.

Derivatives held or issued for trading purposes

Most of the Group’s derivative trading activities relate to sales and position coverage. Sales activities involve
offering products to customers at competitive prices in order to enable them to transfer, modify or reduce
current and expected risks.

Interest rate derivatives trading are conducted under Assets & Liabilities Committee (ALCO) approved limits.
Derivatives are initially recognised in the consolidated financial statements at cost being its fair value, for the
premium received /paid. All derivatives are carried at their fair values as assets where the fair values are positive
and as liabilities where the fair values are negative. Subsequent to initial recognition derivatives (held for
trading) are measured at fair value with fair value changes recognised in the consolidated statement of profit
or loss.

Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the net profit or loss attributable to ordinary shareholders of the Bank (further adjusted
for interest expense and transaction cost on Tier 1 capital notes) by the weighted average number of ordinary
shares outstanding during the year. Diluted EPS is determined by adjusting the profit or loss attributable to
ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all
dilutive potential ordinary shares.

Segment reporting

An operating segment is a component of the Group that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Group’s other components, whose operating results are reviewed regularly by the Executive Committee to
make decisions about resources allocated to the segment and assess its performance, and for which distinct
financial information is available. Segment results that are reported to the Executive Committee include items
directly attributable to a segment as well as those that can be allocated on a reasonable basis.

Related parties
An entity is considered related party of the Group if:

a) A person or a close member of that person's family is related to the Group if that person:

has control or joint control of the Group;
has significant influence over the Group; or
is a member of the key management personnel of the Group.

b) An entity is related to a Group if any of the following conditions applies:

The entity and the Group are members of the same group (which means that each parent, subsidiary and fellow
subsidiary is related to the others).

. One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a

group of which the other entity is a member).
Both entities are joint ventures of the same third party.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Related parties (continued)

. One entity is a joint venture of a third entity and the other entity is an associate of the third entity.
. The entity is controlled or jointly controlled by a person identified in (a).
i. A person identified in (a)(i) has significant influence over the entity or is a member of the key management

personnel of the entity (or of a parent of the entity).

The entity is a post-employment benefit plan for the benefit of employees of either the reporting entity or an
entity related to the reporting entity.

Other than the transactions disclosed in note 33, the Group enters into transactions with other Government
entities. In accordance with the exemption available in the revised IAS 24, these transactions with such related
Government entities are not collectively or individually significant and have not been disclosed.

Impairment of non-financial assets

At the end of each reporting period, the Group reviews the carrying amounts of their non-financial assets to
determine whether there is any indication of 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 estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation basis
can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable amount of
an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the
asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised
immediately in consolidated statement of profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in
consolidated statement of profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Interest Rate Benchmark Reform

Interbank offered rates (“IBORs”), such as the London Interbank Offered Rate (“LIBOR”), play a critical role
in global financial markets, serving as reference rates for derivatives, loans and securities, and as parameters
in the valuation of financial instruments.

Uncertainty surrounding the integrity of IBOR rates has in recent years, led regulators, central banks and market
participants to work towards a transition to alternative risk-free benchmark reference rates (“RFRs”) and
market-led working groups in respective jurisdictions have recommended alternative risk-free reference rates,
which are gradually being adopted.

The majority of market LIBOR and other IBOR rates were discontinued after 31 December 2021 and replaced
with certain Alternative Reference Rates (“ARRs”), with the exception of certain USD LIBOR rates where
cessation is delayed until 30 June 2023. The transition away from the IBORs covers most of the business units
and support functions of the Group.

The Group established a cross-functional IBOR Committee to manage its transition to alternative rates. This
committee is running a project on the Group’s transition activities and continues to engage with various
stakeholders to support an orderly transition and to mitigate the risks resulting from the transition. The project
is significant in terms of scale and complexity and will impact products, internal systems and processes.

IBOR reform exposes the Group to various risks, which the project group is reviewing and monitoring to
manage the changes appropriately. These risks include but are not limited to the following:

Conduct risk arising from discussions with clients and market counterparties due to the amendments required
to existing contracts necessary to effect IBOR reform;

Financial and Market risk to the Group and its clients that IBOR reform disrupts markets giving rise to financial
losses;

Pricing risk from the potential lack of market information if liquidity in IBORs reduces and RFRs are illiquid
and unobservable; and

Accounting risk if the Group’s hedging relationships fail and form an unrepresentative income statement
volatility as financial instruments transition to RFRs.

For contracts indexed to an IBOR that mature after the expected cessation of the IBOR rate the group is working
to amend contracts to include the addition of fallback clauses or replacement of the IBOR rate with an
alternative benchmark rate. The Group has signed up to fallback mechanisms for centrally cleared derivatives
and will transfer exposures to the new benchmark subject to Central bank guidance.

The Group monitors the progress of transition from IBORs to new benchmark rates by reviewing the amounts
of contracts that have yet to transition to an alternative benchmark rate. The Group considers that a contract is
not yet transitioned to an alternative benchmark rate (and referred to as an ‘unreformed contract’) when interest
under the contract is indexed to a benchmark rate that is still subject to IBOR reform, even if it includes a
fallback clause that deals with the cessation of the existing IBOR.

The Group holds derivatives in its trading book and as hedging instruments. The Group’s exposure to US Dollar
LIBOR transactions designated in hedge accounting relationships as at 31 December 2021 represents a nominal
amount of USD 30 million. There were no items designated in hedging relationships with exposures to other
LIBOR rates.
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4.1

4.2

4.3

4.4

4.5

USE OF ESTIMATE AND JUDGEMENT

The preparation of the consolidated financial statements requires management to make estimates and
assumptions that affect the application of accounting policies and reported amounts of assets, liabilities,
income and expenses. Such estimates are necessarily based on assumptions about several factors
involving varying degrees of judgment and uncertainty and actual results may therefore differ, resulting
in future changes in these estimates.

Critical judgements in applying the Group’s accounting policies
In particular, considerable management judgment is required in respect of the following issues:

Going concern

The Group's management has made an assessment of its ability to continue as going concern and is
satisfied that it has the resources to continue in business for the foreseeable future. Furthermore,
management is not aware of any material uncertainties that may cast significant doubt on the Group's
ability to continue as a going concern. Therefore, the consolidated financial statements continue to be
prepared on the going concern basis.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired.
If any indication exists, or when annual impairment testing for an asset is required, the Group estimates
the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or Cash
Generating Units (CGU’s) fair value less costs to sell and its value in use.

In assessing value in use, the estimated future cash flows are discounted to their present value using a
discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. In determining fair value less costs to sell, an appropriate valuation model is used. These
calculations are corroborated by other available fair value indicators.

Financial asset classification

Assessment of the business model within which the assets are held and assessment of whether the
contractual terms of the financial asset are solely payments of principal and interest on the principal
amount outstanding.

Significant increase in credit risk

As explained in note 3.1.1 (e), ECL are measured as an allowance equal to 12-month ECL for Stage 1
assets, or lifetime ECL assets for Stage 2 or Stage 3 assets. 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 significantly increased, the
Group takes into account qualitative and quantitative reasonable and supportable forward looking
information.

Establishing groups of assets with similar credit risk characteristics

When ECLs are measured on a collective basis, the financial instruments are grouped on the basis of
shared risk characteristics. Refer to note 3.1.1 (e) for details of the characteristics considered in this
judgement. 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 ensure that should credit risk
characteristics change there is appropriate re-segmentation 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.
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USE OF ESTIMATE AND JUDGEMENT (CONTINUED)

Establishing groups of assets with similar credit risk characteristics (continued)

characteristics of that group of assets. Re-segmentation of portfolios and movement between portfolios
is more common when there is a significant increase in credit risk (or when that significant increase
reverses) and so assets move from 12-month to lifetime ECLs, or vice versa, but it can also occur within
portfolios that continue to be measured on the same basis of 12-month or lifetime ECLs but the amount
of ECL changes because the credit risk of the portfolios differ.

Models and assumptions used

The Group uses various models and assumptions in measuring fair value of financial assets as well as in
estimating ECL. Judgement is applied in identifying the most appropriate model for each type of asset,
as well as for determining the assumptions used in these models, including assumptions that relate to key
drivers of credit risk. See note 3.1.1 (e) for more details on ECL.

Key sources of estimation uncertainty

The following are key estimations that have been used in the process of applying the Group’s accounting
policies:

Establishing the number and relative weightings of forward-looking scenarios for each type of product /
market and determining the forward looking information relevant to each scenario. When measuring ECL,
the Group uses reasonable and supportable forward looking information, which is based on assumptions
for the future movement of different economic drivers and how these drivers will affect each other.
Probability of default: PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood
of default over a given time horizon, the calculation of which includes historical data, assumptions and
expectations of future conditions.

Loss Given Default: LGD is an estimate of the loss arising on default. It is based on the difference between
the contractual cash flows due and those that the lender would expect to receive, taking into account cash
flows from collateral and integral credit enhancements.

Exposure at Default: EAD is an estimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date.

Impact of COVID-19

On 11 March 2020, the World Health Organisation ("WHQO™") officially declared COVID-19 a global
pandemic. In light of the rapid spread of COVID-19 across the globe, various economies and sectors have
faced significant disruptions and uncertainty as a result of measures taken by governments to contain or
delay the spread of the virus. This note describes the impact of the outbreak on the Group's operations
and the significant estimates and judgements applied by management in assessing the values of assets and
liabilities as at 31 December 2021.

Credit risk management

In addition to the management of credit risk described in Note 35 b. (i), the Group has identified the most
vulnerable sectors to this stressed situation in response to the COVID-19 outbreak, and reviews are being
conducted on a more frequent basis:

e Tourism and Hospitality e Logistics
e Auviation and Airlines e Real Estate
e Retail e Education

The Group continues to apply robust underwriting standards to companies in the above sectors, especially
for any new to bank customers. Extra measures, such as requiring additional approvals for disbursals of
facilities have been implemented to ensure a high level of scrutiny over the credit management process.
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USE OF ESTIMATE AND JUDGEMENT (CONTINUED)
Impact of COVID-19 (continued)

Credit risk management (continued)
The Bank will continue to demonstrate sound prudence and vigor in underwriting across the retail sector
whilst supporting customers and businesses across the UAE.

On a case by case basis in the Institutional, Corporate and Personal banking segments, the Group has
approved payment holidays to certain customers. The bank has extensively reviewed the past account
conduct and payment history of the borrowers requesting for deferral, prior to approval. Significant
judgment is applied when assessing whether the cash flow and liquidity issues faced by the customer are
temporary or long term in nature.

As required by the UAE Central Bank under the notice no CBUAE/BSD/N/2020/2019, the customers
benefitting from payment deferrals under the TESS program and the customers benefitting outside the
program (Non-TESS) have been split into the below two main categories:

Group 1: Customers that are temporarily and mildly impacted by the Covid-19 crisis.

This sub segment includes borrowers for which the credit deterioration is not considered significant
enough to trigger a significant increase in credit risk. Such customers are expected to face short term
liquidity issues caused by business disruption / salary cuts and are expected to recover rapidly once the
economic environment stabilizes. These accounts are not considered to have sufficient deterioration in
credit quality to trigger a stage migration and the staging maybe retained at the pre-crisis level.

Group 2: Customers that are expected to face substantial changes in their credit worthiness beyond
liquidity issues.

This sub segment includes borrowers for which the credit deterioration is more significant and prolonged,
ranging beyond liquidity issues, with an extended recovery period. For customers in Group 2, there may
be sufficient deterioration in credit risk to trigger a migration to stage 2 or 3.

The Grouping of the client is based on a combination of quantitative analysis and judgmental approach
based on subject matter expert views within the Group.

As of 31 December 2021, there are no clients benefiting from payment deferrals under the TESS program.

Non-Targeted Economic Support Scheme (Non-TESS) utilization by industry and segment as at 31
December 2021 are summarised below:

AED’000
Sector Group 1 Group 2

Amount Total loans Amount Total loans
deferred and advances deferred and advances
Construction and real estate 53,700 461,901 - -
Financial and insurance activities - - - -
Hospitality 53,000 524,920 - -
Individual loans for business 4,400 24,538 - -
Individual loans for consumption 1,200 9,167 - -
Manufacturing - - - -
Services 39,000 209,555 - -
Trade and others 1,000 53,737 66,900 172,045
152,300 1,283,818 66,900 172,045
Expected Credit Loss (ECL) 10,705 2,230
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USE OF ESTIMATE AND JUDGEMENT (CONTINUED)

Impact of COVID-19 (continued)

Credit risk management (continued)

Below is an analysis of change in ECL allowance by industry sector since 1 January 2021 on the bank's
customers benefitting from payment deferrals under the Non-TESS program as at 31 December 2021:

AED’000
Sector Impairment
Allowance

ECL allowance as at 1 January 2021 10,566
Construction and real estate (156)
Hospitality 3,074
Financial and insurance activities -
Services -
Manufacturing -
Individual loans for business (222)
Individual loans for consumption 39
Trade and others (366)
ECL allowance as at 31 December 2021 12,935

A case by case analysis has been performed for wholesale customers with material exposures and
portfolio approach has been followed for retail customers and customers with smaller exposures. Based
on the above considerations, customers availing Non-TESS as at 31 December 2021 have been

categorised as follows:

AED’000
Payment .
Segment Group 232;:;2?: deferrals under Exposure Ir;;roil\/;nr:ggt
Non-TESS
Institutional and Group 1 10 152,300 1,283,818 10,705
Corporate banking Group 2 1 66,900 172,045 2,230
Total 11 219,200 1,455,863 12,935

Migration of staging

Customers that are categorised as Group 1 will remain in the same stage as of deferral date unless
conditions of significant increase in credit risk are met, since these customers do not have substantial
changes to their credit worthiness.
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4.8 Impact of COVID-19 (continued)

i. Credit risk management (continued)

The IFRS 9 stage classifications of customers availing Non-TESS

summarized below:

as at 31 December 2021 are

AED’000
Payment

deferrals Impairment

Segment Stage Group under Non- Exposure allowance

TESS
Institutional and Group 1 152,300 1,283,818 10,705
. Stage 1

corporate banking Group 2 - - -
152,300 1,283,818 10,705
Stage 2 Group 1 - - -
Group 2 66,900 172,045 2,230
66,900 172,045 2,230
Stage 3 Group 1 - - -
Group 2 - - -
Total 219,200 1,455,863 12,935

Stage migration of exposure since 1 January 2021, of customers benefiting from payment deferrals under
the Non-TESS program by business segment as at 31 December 2021 are summarised below:

AED’000
Stage 1 Stage 2 Stage 3 Total

Institutional and corporate banking

As at 1 January 2021 1,523,763 - - 1,523,763
- Transfer from stage 1 to stage 2 (172,045) 172,045 - -
- Transfer from stage 2 to stage 1 - - - -
- Transfer from stage 3 to stage 2 - - - -
Change in exposure within same stage (67,900) - - (67,900)
As at 31 December 2021 1,283,818 172,045 - 1,455,863

ii. Liquidity risk management

The effects of COVID-19 on the liquidity and funding risk profile of the banking system are evolving and
continue to be evaluated, as Governments around the world contribute to provide relief and mitigate the

adverse effects of the crisis. The key risk factors include:

e Sustained periods of lower oil prices combined with significantly lower economic output will lead to
constraints on the banking sector's funding capabilities and liquidity management;
e Potential rise in the cost of funds due to reduced deposit inflows from the general public and government

entities; and

e Weakened credit outlook may have a negative impact on lending, which will further contribute to a

slowdown in economic growth.
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USE OF ESTIMATE AND JUDGEMENT (CONTINUED)
Impact of COVID-19 (continued)

Liquidity risk management (continued)

In 2020, the UAE Central Bank had announced a AED 256 billion stimulus package in an attempt to
combat the above effects of COVID-19 and ease the liquidity constraints in the UAE Banking Sector, by
providing relief to the local economy. The stimulus package included the launch of the Targeted
Economic Support Scheme ('TESS'"), which allows banks to grant temporary relief to certain customers
in the way of deferring payments, and allowing banks to apply for zero-cost funding from the Central
Bank. The details of the benefits under the TESS package have been disclosed under “Other reliefs”
section of recent regulatory updates.

The Group's management of liquidity risk is disclosed in note 35 d). In response to the COVID-19
outbreak, the bank continues to evaluate the liquidity and funding position and has taken into
consideration the relief provided by the UAE Central Bank. In the period ended 30 June 2020, the bank
joined the Central Bank's TESS Programme described above and utilised the zero cost funds available to
the bank which was fully paid off on 5 November 2020. The bank will continue to monitor the liquidity
position and the risks associated with the evolving COVID-19 crisis.

Use of estimates and judgements:

The spread of COVID-19 increased rapidly during the months following March 2020, and as the number
of cases spiked governments around the world deployed a multitude of measures to combat the virus and
protect their economies. The Bank exercises significant judgement in assessing and estimating areas such
as Expected Credit Losses. The bank has updated its ECL model based on the latest macro-economic data
provided by Moody's during Q4-2021.

Governance around IFRS 9 ECL models and calculations

Given the significant impact that the macro-economic scenarios and weightages will have on the Bank's
ECL, the Bank has further strengthened its processes, controls and governance frameworks around macro-
economic forecasting and the computation of ECL. The Bank's IFRS 9 Committee, which reports to the
Executive Management, has primary responsibility for overseeing the Bank's ECL models. To ensure the
ongoing integrity of ECL calculations during times of extreme uncertainty and volatility, the Bank's IFRS
9 Committee exercises oversight by conducting regular reviews of the portfolio. The committee has been
closely monitoring the macro-economic inputs applied to the IFRS 9 model at the bank and has
recommended changes required during the current year in the light of relevant information received. The
committee continually assess the performance of the bank's portfolio, ensuring that credit risk behaviors
align with the significant increase in credit risk policy and that the staging criteria remain relevant.

The IFRS 9 Committee had reviewed the inputs and assumptions for IFRS 9 ECL measurement in light
of available information. During 2021, the bank had updated the macro economic variables that feed into
the ECL model and this update reflects the impact of COVID-19 on the macro economic environment
and in turn into the bank’s ECL. In Q1-2021, the macro-economic scenario weights were updated in
alignment to Moody’s recommended weightage using baseline, upside and downside scenarios with 40%,
30% and 30% weightings respectively. This is in light of the favorable economic outlook, the progress in
the vaccination process in UAE and around the globe, the significant easing concerns of second/third
wave of coronavirus, impact of new strains of coronavirus and efficacy of the vaccines toward the new
strains. Accordingly, the Group has taken the impact arising on ECL.
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Vi.

USE OF ESTIMATE AND JUDGEMENT (CONTINUED)

Impact of COVID-19 (continued)

Governance around IFRS 9 ECL models and calculations (continued)

During Q2-2021 the methodology for estimating point-in-time default probabilities used in the calculation

of ECL was refined to more closely align with best international practice. The refinement resulted in an
increase in overall ECL.

. Fair value measurement of financial instruments

The Group's existing policy on fair value measurement of financial instruments is disclosed in note 3.1
(b). Given the significant impact of the COVID-19 pandemic on the global financial markets, the bank is
closely monitoring whether the fair values of the financial assets and liabilities represent the price that
would be achieved for transactions between market participants in the current scenario.

. Investment properties

The Group's existing policy on the recognition and measurement of investment properties is disclosed in
note 3.7.

As the real estate market has recovered significantly and became highly active, the Bank has not identified
any significant impact to the fair values of investment properties during the year ended 31 December
2021.

Recent regulatory updates:

On 15th March 2020, the CBUAE launched the Targeted Economic Support Scheme (TESS) to address
and mitigate the adverse systematic economic impacts of COVID-19 on the UAE banking sector. The
objectives of the program were to:

Facilitate the provision of temporary relief for the payments of principal and / or interest / profit on
outstanding loans for all affected private sector corporates, SMEs and individuals, excluding loans
extended to governments, government related entities (“GREs”) and non-residents; and

Facilitate additional lending capacity of banks, through the reliefs on existing capital buffers.

The constituents of the TESS program are detailed below:

a) Zero cost facility:

The Zero cost facility (“ZCF”) consists of collateralized CBUAE liquidity facilities provided to eligible
counter parties under the TESS program. Funds borrowed by the Bank under the ZCF are priced at zero
interest rate and the Bank is expected to pass on this zero-cost benefit, at a minimum, to its clients who
have been identified to be eligible as per TESS guidelines.
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USE OF ESTIMATE AND JUDGEMENT (CONTINUED)
Impact of COVID-19 (continued)

Recent regulatory updates: (continued)

Zero cost facility: (continued)

Out of CBUAE s total funding program of AED 50 billion, an amount of AED 2.35 billion was earmarked
for the Bank and was fully utilized in the quarter ended 30 June 2020. The benefit had been passed onto
customers in the form of payment reliefs. On 5 November 2020, the Bank fully paid back the facility.

The ZCFs from CBUAE constitute a Government Grant, as per International Accounting Standard (1AS)
20, as they reflect a transfer of resources to the Bank by a government entity in return for compliance
with certain future conditions related to the entity’s operating activities, i.e. funding granted under the
TESS is linked with the Bank’s payment deferral schemes offered to customers.

The ZCFs are initially recorded at their fair values in accordance with the requirements of IFRS 13 and
are subsequently measured in accordance with the requirements of IFRS 9.

Other reliefs:
Key measures taken by the CBUAE include:

Reduction of the reserve requirements by half for CASA deposits for all banks, from 14% to 7%;

Under liquidity requirements relief, banks are allowed to fall below Liquidity Coverage Ratio (LCR) up

to 70% and Eligible Liquid Assets Ratio (ELAR) up to 7%, to accommodate for the use of ZCF and to

provide banks with additional flexibility to support the UAE economy;

As part of stable funding relief, banks are allowed to fall below Net Stable Funding Ratio (NSFR) up to

90% and Advances to Stable Resources Ratio can be up to 110% to provide banks with additional

flexibility to support the UAE economy;

Funding obtained through CBUAE Zero Cost Funding facility under the TESS program should be treated

as stable funding with a 50% factor for calculating NSFR and ASRR; and

In line with the CBUAE circular notice no. CBUAE/BSD/N/2020/4980 dated 12 November 2020, it had

decided to implement the remaining of the Standards in a phased in manner as follows:

o Q2 2021: (Basel Il part 1) Credit Risk, Market Risk and Operational Risk.

o Q4 2021: (Basel 11l part 2) Equity Investment in Funds, Securitisation, Counterparty Credit Risk,
Leverage Ratio, and Pillar 3 (except for Credit Value Adjustment).

o Q2 2022: (Basel Il part 3) Credit Value Adjustment and Pillar 3 (for Credit VValue Adjustment).

In order to relieve the pressure on financial institutions, the CBUAE, vide its official paper issued on 5

April 2020, has allowed banks to apply a prudential filter to IFRS 9 expected loss provisions. The

prudential filter aims to minimize the effect of IFRS 9 provisions on regulatory capital, in view of the

expected volatility due to the COVID-19 crisis. The filter will allow Banks to partially add incremental

ECL provisions back to their Tier 2 capital for the purpose of calculating capital adequacy ratios. Banks

are however required to reverse this capital benefit in a gradual and phased manner over a period of 5

years (ending on 31 December 2024). The CBUAE has also granted extension of the capital buffer relief

to 30 June 2022 for banks enrolled in the TESS program.

Concentration analysis:
Please refer to note 35-b), which discloses the sector categorization of assets as at 31 December 2021.
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5.2

USE OF ESTIMATE AND JUDGEMENT (CONTINUED)

Credit Card Portfolio Acquisition

On 4 February 2021, the Group agreed to acquire a credit card portfolio of a finance company within
U.A.E. The agreement was signed between both the parties with a cutoff date of 1 May 2021 subject to
meeting condition precedent within the agreement i.e. to provide notice to all existing credit card
customers with the option to opt out which ended in April 2021. The purchase price paid including the
transaction cost (“transaction price”) incurred amounted to AED 65.0 million. Management had assessed
the initial fair value as equivalent to transaction price.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS "IFRS"
Relevant new and revised IFRS applied with no material effect on the consolidated financial statements

The following new and revised IFRS have been adopted in the Group consolidated financial statements.
The application of these new and revised IFRS has not had any material impact on the amounts reported
for the current and prior periods.

Effective for annual
periods beginning
on or after

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 relating to phase 2 of

interest rate benchmark reforms 1 January 2021

Other than the above, there are no other significant IFRSs and amendments that were effective for the
first time for the financial year beginning on or after 1 January 2021.

Relevant new and revised IFRS issued but not yet effective
The Group has not applied the following new and revised IFRS, amendments and interpretations that
have been issued but not yet effective:
Effective for annual
periods beginning
on or after
a Amendments to IAS 16 Property, plant and equipment relating to proceeds before 1 January 2022
intended use
b Amendment to IAS 37 Provisions, Contingent Liabilities and Contingent Assets relating 1 January 2022
to onerous contracts.
¢ Amendments to IFRS 3 Business Combinations relating to reference to conceptual 1 January 2022
framework
Annual improvements to IFRS standards 2018 - 2020 1 January 2022
Amendments to IAS 8 Accounting policies, Changes in accounting estimates and errors 1 January 2023
Amendments to IAS 1 Presentation of Financial Statements relating to classification of 1 January 2023
Liabilities as Current or Non-Current
g Amendment to IFRS 17 Insurance contracts 1 January 2023
Management anticipates that these IFRS and amendments will be adopted in the consolidated financial
statements in the initial period when they become mandatorily effective. The impact of these standards
and amendments are currently being assessed by the management.
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6. FINANCIAL ASSETS AND LIABILITIES

6.1 Financial assets and liabilities classification

The table below sets out the Group’s financial assets and liabilities classification in accordance with the

categories of financial instruments in IFRS 9:

31 December 2021
Cash and balances with Central Bank
Due from banks, net

Loans and advances and Islamic financing, net

Investment securities
Bankers acceptances
Other assets, net
Total financial assets

Due to banks

Customer deposits and Islamic customer deposits

Notes and medium term borrowings
Due for trade acceptances

Other liabilities

Total financial liabilities

31 December 2020
Cash and balances with Central Bank
Due from banks, net

Loans and advances and Islamic financing, net

Investment securities
Bankers acceptances
Other assets, net

Total financial assets

Due to banks

Customer deposits and Islamic customer deposits

Notes and medium term borrowings
Due for trade acceptances

Other liabilities

Total financial liabilities

Fair value  Fair value Amortised Total
through profit through cost carrying
or loss OCl amount
AED <000 AED <000 AED <000 AED <000
- - 14,667,589 14,667,589

- - 3,154,599 3,154,599

- - 76,441,385 76,441,385

256,910 5,973,091 2,761,320 8,991,321

- - 7,341,210 7,341,210

666,709 - 796,863 1,463,572
923,619 5,973,091 105,162,966 112,059,676

- - 6,120,214 6,120,214

- - 82,721,669 82,721,669

- - 2,584,490 2,584,490

- - 7,341,210 7,341,210

547,530 - 1,280,776 1,828,306
547,530 - 100,048,359 100,595,889

- - 13,162,743 13,162,743

- - 4,218,894 4,218,894

- - 65,288,572 65,288,572

320,989 4,941,608 - 5,262,597

- - 5,972,327 5,972,327

874,857 - 815,707 1,690,564
1,195,846 4,941,608 89,458,243 95,595,697
- - 4,782,749 4,782,749

- - 69,750,833 69,750,833

- - 1,764,059 1,764,059

- - 5,972,327 5,972,327

795,081 - 1,283,159 2,078,240
795,081 - 83,553,127 84,348,208
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6. FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

6.2 Fair value measurement — Fair value hierarchy:
The table below shows categorization of fair value of financial assets and liabilities into different levels
of the fair value hierarchy:

Level 1 Level 2 Level 3  Total fair value
31 December 2021 AED ‘000  AED ‘000 AED ‘000 AED ¢000
Investments
Equity instruments and funds 54,107 - 281,389 335,496
Fixed and floating rate securities 4,417,192 1,477,313 - 5,894,505
Positive market value of forward foreign
exchange contracts and other derivatives
Fair value through profit or loss - 663,944 - 663,944
Held for fair value hedge - 2,164 - 2,164
Held for cash flow hedge - 601 - 601
Negative market value of forward foreign
exchange contracts and other derivatives
Fair value through profit or loss - (541,329) - (541,329)
Held for fair value hedge - (3,959) - (3,959)
Held for cash flow hedge - (2,242) - (2,242)
4,471,299 1,596,492 281,389 6,349,180
31 December 2020
Investments
Equity instruments and funds 93,849 - 300,347 394,196
Fixed and floating rate securities 4,868,401 - - 4,868,401
Positive market value of forward foreign
exchange contracts and other derivatives
Fair value through profit or loss - 874,389 - 874,389
Held for fair value hedge - 468 - 468
Held for cash flow hedge - - - -
Negative market value of forward foreign
exchange contracts and other derivatives
Fair value through profit or loss - (780,214) - (780,214)
Held for fair value hedge - (8,453) - (8,453)
Held for cash flow hedge - (6,414) - (6,414)
4,962,250 79,776 300,347 5,342,373

The carrying values of the financial assets and liabilities (that are not stated at fair value) are not
significantly different from their fair values.

During the year there was a transfer of some fixed income securities between Level 1 and Level 2 of the
fair value hierarchy, there were no other transfers between levels. Further, there has been no change in
the valuation techniques in relation to valuation of financial instruments during the current or prior year.

During the year 2020, the Bank has acquired unquoted fund investments in settlement of debt which are
treated as Level 3. These investments are measured at fair value through other comprehensive income
with reference to the net asset values of the respective funds.
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7. CASH AND BALANCES WITH CENTRAL BANK

Cash on hand

Balances with Central Bank U.A.E

- Statutory reserves and other deposits
- Negotiable certificates of deposit

2021 2020
AED’000 AED’000
796,104 739,726
3,071,485 3,073,017
10,800,000 9,350,000
14,667,589 13,162,743

Effective 28 October 2020, the CBUAE introduced new regulations regarding reserve requirements for
deposit-taking licensed financial institutions. Under the new regulation, deposit-taking licensed
institutions are allowed to draw on their reserve balances held in the CBUAE on any day up to 100% for
daily settlement purposes or to deal with any swings on overnight money market rates, while ensuring
that the daily average requirements over a 14-day reserve maintenance period is met. The level of reserves
required changes periodically in accordance with business requirements and the directives of the Central

Bank.

Cash and balances with Central Bank is classified under stage 1 as per IFRS 9. However, these are low
credit risk and there are no expected credit losses and hence no provision has been recognised.

8. DUE FROM BANKS, NET

Current and demand deposits
Overnight, call and short notice
Loans to banks

Gross due from banks
Allowances for impairment losses
Net due from banks

Within the U.A.E.
Outside the U.A.E.

Due from banks is classified under stage 1 as per IFRS 9.
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2021 2020
AED’000 AED’000
1,836,296 2,871,638
585,300 1,008,402
735,059 340,278
3,156,655 4,220,318
(2,056) (1,424)
3,154,599 4,218,894
197,982 387,404
2,956,617 3,831,490
3,154,599 4,218,894
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9.

LOANS AND ADVANCES AND ISLAMIC FINANCING, NET
The composition of the loans and advances and Islamic financing portfolio is as follows:

At Amortised Cost
Loans and advances
Overdrafts

Loans

Advances against letters of credit and trust receipts

Bills discounted
Gross loans and advances

Islamic financing
Murabaha and Tawaruq
ljara

Others

Gross Islamic financing

Gross loans and advances and Islamic financing

Allowances for impairment losses

Net loans and advances and Islamic financing

2021 2020
AED’000 AED’000
8,653,532 7,812,960

54,393,536 45,096,499
2,188,459 1,608,063
2,366,805 2,418,037

67,602,332 56,935,559
4,941,516 4,814,715
7,565,613 7,114,905

355,742 184,120

12,862,871 12,113,740

80,465,203 69,049,299

(4,023,818) (3,760,727)

76,441,385 65,288,572

An analysis of changes in the gross carrying amount and the corresponding ECL allowances is as follows:

Gross exposure at 1 January 2021
Net transfers between stages

Net additions / (repayments)
Amounts written off

At 31 December 2021

ECL allowance at 1 January 2021
Net transfers between stages

Net (reversals) / impairment charge
Recoveries

Amounts written off

At 31 December 2021

Gross exposure at 1 January 2020
Net transfers between stages

Net additions / (repayments)
Amounts written off

At 31 December 2020

ECL allowance at 1 January 2020
Net transfers between stages

Net impairment charge

Recoveries

Amounts written off

At 31 December 2020

Stage 1 Stage 2 Stage 3 Total
AED “000 AED ‘000 AED ‘000 AED ‘000
55,506,008 8,377,726 5,165,565 69,049,299
(1,971,256) 336,119 1,635,137 -
13,593,934  (1,479,431) 273,824 12,388,327
- - (972,423) (972,423)
67,128,686 7,234,414 6,102,103 80,465,203
652,976 517,923 2,589,828 3,760,727
(2,974) (94,120) 97,094 -
(54,678) 239,161 1,131,970 1,316,453

- - (80,939) (80,939)

- - (972,423) (972,423)

595,324 662,964  2,765530 4,023,818
Stage 1 Stage 2 Stage 3 Total
AED 000 AED 000 AED 000 AED 000
52,348,762 7,198,430 4,492,069 64,039,261
(4,468,901) 2,110,891 2,358,010 -
7,626,147 (931,595) (248,123) 6,446,429

- - (1,436,391) (1,436,391)
55,506,008 8,377,726 5,165,565 69,049,299
517,614 609,152 2,731,685 3,858,451
(14,168) (207,610) 221,778 -
149,530 116,381 1,219,166 1,485,077

- - (146,410) (146,410)

- - (1,436,391) (1,436,391)

652,976 517,923 2,589,828 3,760,727

The net impairment charge are inclusive of interest in suspense.

The economic sector composition of the loans and advances and Islamic financing is set out in note 35 (b).
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9.  LOANS AND ADVANCES AND ISLAMIC FINANCING, NET (CONTINUED)
The Group has hedged the fair value of certain fixed rate loans and advances and Islamic financing. The
carrying value of these loans and advances and Islamic financing is AED 45.6 million (2020: AED 60.0
million). Net positive fair value of the hedged component is AED 1.9 million (2020: net positive fair
value of AED 3.7 million).

10. INVESTMENT SECURITIES

UAE GCC International Total
31 December 2021 AED000 AED‘00 AED¢000 AED*®000
Held at fair value through profit & loss
Fixed rate securities
- Government - - - -
- Others - - - -
Quoted equity instruments - - - -
Unguoted equity instruments 1,837 - 255,073 256,910
Held at fair value through other comprehensive
income
Quoted equity instruments 54,107 - - 54,107
Unquoted equity instruments and fund - - 24,479 24,479
Fixed rate securities
- Government 1,803,851 747,680 641,693 3,193,224
- Others 909,430 182,656 1,384,243 2,476,329
Floating rate non-government securities 166,183 - 58,769 224,952
Held at amortised cost
Fixed rate government securities 2,761,320 - - 2,761,320
5,696,728 930,336 2,364,257 8,991,321
31 December 2020
Held at fair value through profit & loss
Fixed rate securities
- Government 3,353 - - 3,353
- Others 22,243 1,292 - 23,535
Quoted equity instruments - - 22,025 22,025
Unguoted equity instruments - - 272,076 272,076
Held at fair value through other comprehensive
income
Quoted equity instruments 71,824 - - 71,824
Unquoted equity instruments and fund 27,978 - 293 28,271
Fixed rate securities
- Government 1,069,106 633,556 76,912 1,779,574
- Others 1,173,884 319,935 1,257,182 2,751,001
Floating rate non-government securities 147,024 - 163,914 310,938
2,515,412 954,783 1,792,402 5,262,597

Included in fixed and floating rate securities held at fair value through other comprehensive income
securities is an amount of AED 2.6 billion (31 December 2020: AED 2.2 billion), pledged under
repurchase agreements with banks.

Net gains from sale of debt investments at fair value through other comprehensive income amounted to
AED 53.0 million (2020: AED 137.6 million).
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10. INVESTMENT SECURITIES (CONTINUED)

10.1 Rating of fixed and floating rate securities
The below table shows the rating of fixed and floating rate securities:

2021 2020

AED’000 AED’000

Rated Aaa to Aa3 2,641,702 766,533
Rated Al to A3 2,345,693 2,500,447
Rated Baal to Baa3 362,640 896,731
Rated below Baa3 or Unrated - Government 2,885,273 567,834
Rated below Baa3 - others 420,517 136,856
8,655,825 4,868,401

The above represents approved ratings from External Credit Assessment Institutions (ECAIS) as per

BASEL Ill guidelines.

11. INVESTMENT IN AN ASSOCIATE

Equity accounting was applied using management information available at the date of reporting.

The following is the aggregated financial information of the associate:

2021 2020

AED’000 AED’000

At 1 January 88,514 85,127
Share of profit of associate 11,529 5,991
Dividends received (3,992) (2,661)
Share of Directors' remuneration of associate (604) (310)
Other equity adjustments (396) 367
At 31 December 95,051 88,514
2021 2020

AED’000 AED’000

Assets 1,541,189 1,406,949
Liabilities 1,005,690 908,281
Net assets 535,499 498,668
Revenue 84,898 65,961
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12,

INVESTMENT PROPERTIES, NET
The movement in investment properties during the year is as follows:

2021 2020
Cost AED’000 AED’000
At 1 January 347,899 359,004
Additions - 585
Transfers from property and equipment 8,680 15,010
Disposals - (26,700)
At 31 December 356,579 347,899
Depreciation
At 1 January 156,430 160,108
Charge for the year 4,051 4,655
Transfers from property and equipment 4,692 11,234
Disposals - (19,567)
At 31 December 165,173 156,430
Net book value at 31 December 191,406 191,469

Investment properties comprises buildings. Rental income amounting to AED 14.2 million (2020 AED
15.3 million) from investment properties leased under operating lease is recorded in other income.

The fair value of the investment property amounted to AED 261.9 million. All of the investment
properties have been categorised as Level 3 fair value measurements.

During the year ended 31 December 2021 the Group has carried out external valuations of all investment
properties. The valuations are carried out by professional valuers who hold recognised and relevant
professional qualification and have recent experience in the location and category of the investment
properties being valued. The valuations were based on income (investment) and market based method of
valuation. To value the investment properties, the passing rental income and estimated market rental
income are used. Any significant movement in the assumptions used for the fair valuation of investment
properties such as yield, rental growth, vacancy rate etc. is expected to result in significantly lower /
higher fair value of these assets. As a result of the above impairment exercise, the Group has recognised
an impairment of AED Nil (2020: AED Nil).
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13.

PROPERTY AND EQUIPMENT

Cost
At 1 January 2021

Additions during the year
Transfers

Disposals / write off
At 31 December 2021

Depreciation

At 1 January 2021
Transfers

Charge for the year
On disposals

At 31 December 2021

Net book value at 31 December 2021

Cost
At 1 January 2020

Additions during the year
Transfers

Disposals / write off
At 31 December 2020

Depreciation

At 1 January 2020
Transfers

Charge for the year
On disposals

At 31 December 2020

Net book value at 31 December 2020

Capital
Freehold Furniture, work in
land and Leasehold equipment progress
buildings improvements & vehicles (CWIP) Total
AED'000 AED’'000 AED’'000 AED'000 AED’'000
292,535 41,976 492,805 22,226 849,542
158 297 1,670 51,367 53,492
(5,564) 379 22,461 (25,956) (8,680)
- - (8,931) (4,464) (13,395)
287,129 42,652 508,005 43,173 880,959
138,336 33,157 388,024 - 559,517
(4,692) - - - (4,692)
2,418 1,412 21,764 - 25,594
- - (8,885) - (8,885)
136,062 34,569 400,903 - 571,534
151,067 8,083 107,102 43,173 309,425
Freehold Furniture,  Capital work
land and Leasehold equipment & in progress
buildings  improvements vehicles (CWIP) Total
AED'000 AED'000 AED'000 AED'000 AED'000
312,147 49,673 456,834 13,001 831,745
531 525 7,566 40,879 49,501
(14,392) (618) 28,944 (28,944) (15,010)
(5,751) (7,604) (539) (2,800) (16,694)
292,535 41,976 492,805 22,226 849,542
147,384 39,679 371,099 - 558,162
(10,771) (463) - - (11,234)
1,723 1,417 20,089 - 23,229
- (7,476) (3,164) - (10,640)
138,336 33,157 388,024 - 559,517
154,199 8,819 104,781 22,226 290,025

The Group assessed whether there is an indication that an asset may be impaired and concluded that there

was no indication of impairment.
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14,

15.

16.

OTHER ASSETS, NET

Interest receivable
Accounts receivable and prepayments
Positive mark to market value of derivatives (note 31)

Properties acquired in settlement of debt-held for sale, net

2021 2020
AED’000 AED’000
348,850 482,007
475,698 359,128
666,709 874,857
1,529,353 1,170,427
3,020,610 2,886,419

During the year provision of AED 40.9 million (2020: AED 17.1 million) was charged on property

acquired in settlement of debt.

DUE TO BANKS

Current and demand deposits
Term borrowings

CUSTOMER DEPOSITS AND ISLAMIC CUSTOMER DEPOSITS

Customer deposits

Current and demand accounts
Savings accounts

Time deposits

Islamic customer deposits
Current and demand accounts
Mudaraba savings accounts
Investment and Wakala deposits

Total customer deposits and Islamic customer deposits

By sector:
Government
Corporate
Personal
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2021 2020
AED'000 AED’000
208,048 88,863
5,912,166 4,693,886
6,120,214 4,782,749
2021 2020
AED’000 AED’000
27,692,171 21,668,539
4,188,259 3,410,165
33,689,371 28,403,618
65,569,801 53,482,322
4,881,439 3,267,590
588,262 571,232
11,682,167 12,429,689
17,151,868 16,268,511
82,721,669 69,750,833
2021 2020
AED'000 AED'000
17,582,539 15,634,367
37,435,457 35,555,078
27,703,673 18,561,388
82,721,669 69,750,833
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17. NOTES AND MEDIUM TERM BORROWINGS

31 December  Cash flow  Non cash flow 31 December
2020 Changes Changes 2021
AED'000  AED'000 AED’'000 AED’'000
Syndicated loan 17.1 620,818 - 1,034 621,852
Repurchase agreements - | 17.2 551,442 - - 551,442
Repurchase agreements - 11~ 17.2 591,799 (591,799) - -
Repurchase agreements - 111 17.2 - 1,135,721 - 1,135,721
Medium term notes 17.3 - 275,475 - 275,475
Total 1,764,059 819,397 1,034 2,584,490
31 December  Cash flow  Non cash flow 31 December
2019 Changes Changes 2020
AED'000 AED'000 AED'000 AED'000
Syndicated loan 17.1 619,912 - 906 620,818
Repurchase agreements - | 17.2 551,442 - - 551,442
Repurchase agreements - Il 17.2 591,799 - - 591,799
Medium term notes 17.3 1,467,919 (1,469,200) 1,281 -
Total 3,231,072 (1,469,200) 2,187 1,764,059
17.1 Syndicated loan
In August 2019, the Group entered into a club deal of USD 170 million (AED 624.4 million) priced at 6
month Libor plus 135 bps. for a term of 5 years with an option to roll over on a semi-annual basis maturing
in August 2024.
17.2 Repurchase agreements
The Group entered into multiple repo transactions to obtain financing against the sale of certain debt
securities. The repo transactions details are as follows:
Purchase date  Maturity date Amountin USD Amountin AED
(millions) (millions)
Repurchase agreements - | July 2012 July 2022 150.1 551.4
Repurchase agreements - 11 June 2016 July 2021 161.1 591.8
Repurchase agreements - 111 June 2021 June 2026 309.2 1,135.7
As at 31 December 2021 the fair value of the debt securities, which have been pledged under these
repurchase agreements with banks, amounts to AED 2,095.9 million (USD 570.6 million) (31 December
2020: AED 1,455.7 million (USD 396.3 million)).
17.3 Medium term notes

In November 2015, CBD issued USD 400 million (AED 1,469.2 million) of conventional notes. These
notes were priced at 4 per cent fixed rate and matured on 17 November 2020.

In July 2021, CBD issued USD 50 million (AED 183.7 million) of conventional notes. These notes were
priced at 3 month Libor plus 130 bps. floating rate and will mature on 8 July 2026.

In September 2021, CBD issued USD 25 million (AED 91.8 million) of conventional notes. These notes
were priced at 3 month Libor plus 130 bps. floating rate and will mature on 15 September 2026.
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18.

19.
19.1

19.2

OTHER LIABILITIES

Interest payable

Employees' terminal benefits

Accounts payable

Accrued expenses

Manager cheques

Unearned fee income and deferred credits

Negative mark to market value of derivatives (note 31)

2021 2020
AED’000 AED’000
223,012 379,243
54,190 49,941
425,419 507,024
136,865 125,874
441,290 221,077
49,493 59,617
547,530 795,081
1,877,799 2,137,857

Based on the actuarial computation of employees' terminal benefits, the obligation under the defined
benefit scheme is AED 54.2 million (2020: AED 49.9 million). The actuarial loss for the year ended 31
December 2021 amounting to AED 2.4 million loss (2020: AED 2.9 million loss) has been recognized
directly in other comprehensive income under Actuarial loss on retirement benefits obligations.

The table below shows the movement in the employees’ terminal benefits:

Balances as at 1 January

Expense during the year

Actuarial loss in other comprehensive income
Benefits paid and adjustments during the year
Balances as at 31 December

EQUITY

Share capital

2021 2020
AED'000 AED'000
49,941 50,826
10,397 7,965
2,367 2,916
(8,515) (11,766)
54,190 49,941

The fully paid up and authorised ordinary share capital as at 31 December 2021 comprised 2,802,733,968
ordinary shares of AED 1 each (31 December 2020: 2,802,733,968 shares of AED 1 each). There was no

movement in authorised ordinary share capital during the year.

In the Annual General Assembly meeting held on 11 March 2020 the shareholders approved the opening
of the Bank's capital to non-UAE Nationals ownership up to 40%, subject to obtaining the necessary
approval of the regulatory authorities. On 14 June 2020, all regulatory formalities were completed and

then onwards, foreigners were allowed to trade the Bank's shares.

Tier 1 capital notes

The Group had issued USD 600 million (AED 2,203.8 million) of Tier 1 Capital Securities at a price of
6% per annum on 21 October 2020. The notes are non-callable for 6 years and are listed on Euronext

Dublin and Nasdaqg Dubai.
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19.

19.2

19.3

19.4

19.5

19.6

19.7

EQUITY (CONTINUTED)

Tier 1 capital notes (continued)

The notes are perpetual, subordinated and unsecured. The Group can elect not to pay a coupon at its own
discretion. Note holders will not have a right to claim the coupon and such event will not be considered
an event of default.

The accounting treatment for the securities is governed by IAS 32 Financial Instruments Presentation. As
per IAS 32, the instrument qualifies as an equity instrument and the interest paid on the securities is
accounted for as a deduction from retained earnings. The accounting treatment for issuing securities
transaction costs are accounted for as a deduction from equity. These are incremental costs directly
attributable to the equity transaction that otherwise would have been avoided.

Legal and statutory reserve

The Group’s Article of Association in compliance with the Decretal Federal Law No. (14) of 2018 require
a minimum of 10% of annual net profit to be transferred to non-distributable legal and statutory reserve,
until such time as this reserve equals 50% of share capital. During the year AED 80 thousand transferred
to legal and statutory reserve (2020: nil) to meet the minimum regulatory requirement. The legal and
statutory reserve is not available for distribution except under the circumstances stipulated by the relevant
laws.

General reserve

The Group’s Articles of Association adopted by the General Assembly of Shareholders in its meeting
held on 26 June 2016 deleted the requirement for the general reserve. Therefore, there is no requirement
to transfer 10% of the annual net profit to the general reserve. The previous Group’s Articles of
Association, required a minimum of 10% of the annual net profit to be transferred to general reserve until
such time as this reserve equals 50% of share capital. The disposition of the general reserve shall be in
accordance with a resolution made by the Board of Directors.

Capital reserve

This reserve represents the inaugural value of land at the CBD head office. The reserve is available for
distribution to the shareholders.

Fair value reserve

This represents the net change in the fair values of OCI investments, derivative instruments designated
as cash flow hedge instruments held by the Group at reporting date and actuarial changes on retirement
benefits obligations. This reserve is not available for distribution to the shareholders until realised.

Proposed distribution

As of the date of approving the consolidated financial statements, the Board of Directors' proposed a cash
dividend of 25.88% (2020: 20.0%).
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20.

21.

22.

INTEREST INCOME AND INCOME FROM ISLAMIC FINANCING

Interest income
Loans and advances
Negotiable certificates of deposit with the Central Bank
Due from banks
Investment securities
- Debt securities at FVOCI
- Debt securities at amortized cost

Income from Islamic financing
Murabaha and Tawaruq
ljara

Total interest income and income from Islamic financing

Interest income is recognised using the effective interest rate.

INTEREST EXPENSE AND DISTRIBUTION TO ISLAMIC DEPOSITORS

Interest expense

Due to banks

Customer deposits

Notes and medium term borrowings

Distribution to Islamic depositors
Islamic customer deposits

Total interest expense and distribution to Islamic depositors

2021 2020
AED’000 AED’000
2,198,003 2,231,190

9,026 38,374

987 5,717
128,618 162,238

5,558 -

2,342,192 2,437,519
124,593 155,626
222,362 272,215
346,955 427,841

2,689,147 2,865,360

2021 2020

AED’000 AED’000

22,219 17,684
362,381 594,218

71,686 158,502
456,286 770,404
154,972 208,403
154,972 208,403
611,258 978,807

Distribution to Islamic depositors represents the share of income allocated to Islamic depositors of the
Group. The allocation and distribution is approved by the Group’s Internal Sharia Supervision Committee

(1SSC).
NET FEES AND COMMISSION INCOME

Lending activities

Trade finance activities

Account operating activities
Cards income and brokerage fees

Cards, commissions and brokerage expenses

2021 2020
AED’000 AED’000
273,928 215,694
187,415 190,894
297,577 253,157
249,292 105,834
1,008,212 765,579
(265,790) (114,296)
742,422 651,283
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23.

24.

25.

26.

27.

NET GAINS FROM INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

2021 2020

AED’000 AED’000

Net realised gains on sale of investments at fair value through profit or loss 3,452 2,048
Unrealised gains of investments at fair value through profit or loss - 22,578
3,452 24,626

OTHER INCOME

Other income includes rental income from Investment properties and properties acquired in settlement of
debt of AED 41.7 million (2020: AED 32.6 million) and profit on sale of investment properties or assets
held for sale acquired in settlement of debt of AED 2 million (2020: AED 15.7 million).

STAFF AND OTHER EXPENSES

In 2021, staff expenses were AED 557.6 million (2020: AED 555.9 million) and other expenses of AED
271.6 million (2020: AED 215.7 million). Other expenses were inclusive of general and administrative
expenses, corporate social responsibility (CSR) related expenses of AED 2.9 million (2020: AED 5
million) and directors' sitting fees for attending committee meetings during the year ended 31 December
2021 of AED 3.3 million (2020: AED 2.8 million).

LEASE COMMITMENTS

Group as lessee

Staff and other expenses include expenses related to the leases of the bank amounting to AED 10.6 million
(2020: AED 9.7 million). Future minimum lease payments under non-cancellable leases as at 31
December are, as follows:

2021 2020

AED’000 AED’000

Less than 1 year 7,148 7,564
From 1 year to 5 years - 1,532
7,148 9,096

BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings per share have been computed using the net profit (further adjusted for interest expense
and transaction cost on Tier 1 capital notes) divided by the weighted average number of ordinary shares
outstanding 2,802,733,968 (31 December 2020: 2,802,733,968).

2021 2020

AED’000 AED'000

Net profit for the year 1,450,522 1,120,098
Deduct : Interest on Tier 1 capital notes (132,228) -
Deduct : Tier 1 capital notes transaction cost (1,543) (7,950)
Adjusted net profit for the year 1,316,751 1,112,148
Weighted average number of ordinary shares (‘000) 2,802,734 2,802,734
Adjusted earnings per share (AED) 0.47 0.40

Diluted earnings per share as of 31 December 2021 and 31 December 2020 are equivalent to basic
earnings per share as no new shares have been issued that would impact earnings per share when executed.
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28.

29.

30.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents included in the consolidated statement of cash flows comprise the following
consolidated statement of financial position amounts:

2021 2020

AED’000 AED’000

Cash on hand 796,104 739,726

Statutory reserves and other deposits 3,071,485 3,073,017

Negotiable certificates of deposit with the UAE Central Bank 10,800,000 9,350,000

Due from banks 3,156,655 4,220,318

17,824,244 17,383,061

Less: UAE Central Bank statutory reserves requirement (3,016,348) (2,420,934)
Less: Negotiable certificates of deposit with the UAE Central Bank with

- . - (350,000)

original maturity more than three months

Less: Due from banks with original maturity of more than three months (735,059) (340,278)

Less: Due to banks with original maturity of less than three months (1,052,398) (942,140)

13,020,439 13,329,709

CONTINGENT LIABILITIES AND COMMITMENTS

Contingent liabilities represent credit-related commitments to extend letters of credit and guarantees
which are designed to meet the requirements of the Group’s customers toward third parties. Undrawn
commitments represent the Group’s commitments towards approved un-drawn credit facilities. The
amount of contingent liabilities reflected below represent the maximum accounting loss that would be
recognised at the reporting date if counterparties failed completely to perform as contracted.

2021 2020

Contingent liabilities: AED’000 AED’000

Letters of credit 2,961,640 2,883,465

Letters of guarantee 11,098,639 11,104,923

14,060,279 13,988,388

Undrawn commitments to extend credit 17,714,851 14,518,690
Capital commitments:

Capital expenditure commitments 44,636 20,241

Total contingent liabilities and commitments 31,819,766 28,527,319

In the normal course of business, certain litigations were filed by or against the Bank. However based
on management assessment, none of the litigations have a material impact on Bank’s financial results.

The bank seeks to comply with all applicable laws by which it is governed and is not aware of any material

fines or penalties that warrant disclosure in the financial statements.

FIDUCIARY ASSETS

Assets held under fiduciary capacity on behalf of clients amounted to AED 8,151.3 million (2020: AED

5,837.9 million).
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31. DERIVATIVES
The following table shows the positive and negative fair values of derivative financial instruments at the reporting date, together with the notional amounts,
analyzed by terms to maturity. The notional amount is the value of the derivative’s underlying asset and is the basis upon which changes in the value of derivatives
are measured. The notional amounts indicate the volume of transactions outstanding at the year end and therefore, are neither indicative of the Group’s exposure
to credit risk nor market risk. Credit risk on derivatives is limited to its positive fair value if any, the positive MTM and also the bank's own credit risk associated
with it's derivative liability position.

From three From
Positive market Negative Notional  Less than three months to one  one year to five Over Five
value market value amount months year years years
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
31 December 2021
Cash flow hedge instruments
Currency Swaps 601 2,242 62,384 62,384 - - -
Fair value hedge instruments
Interest Rate Swaps 2,164 3,959 157,064 - - 120,334 36,730
Forward foreign exchange contracts
and other derivatives
Interest rate swaps 521,441 421,758 26,247,057 387,607 1,179,034 8,526,769 16,153,647
Foreign exchange deals 78,624 56,114 9,049,380 4,545,218 4,372,559 131,603 -
Currency options 50,144 50,131 5,187,294 83,000 787,038 4,317,256 -
Interest rate options 13,735 13,326 1,568,924 - 233,651 1,008,823 326,450
666,709 547,530 42,272,103 5,078,209 6,572,282 14,104,785 16,516,827
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31. DERIVATIVES (continued)

From three From
Positive market  Negative market Notional Less than three months to one one year to five
value value amount months year years  Over Five years
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
31 December 2020
Cash flow hedge instruments
Currency Swaps - 6,414 67,728 - - 67,728 -
Fair value hedge instruments
Interest Rate Swaps 468 8,453 279,753 - - 243,023 36,730
Forward foreign exchange contracts
and other derivatives
Interest rate swaps 758,205 669,478 23,708,828 - 719,543 10,253,320 12,735,965
Foreign exchange deals 50,869 46,259 9,795,238 587,869 7,840,902 1,366,467 -
Currency options 56,539 56,506 2,207,979 - 461,603 1,746,376 -
Interest rate options 8,776 7,971 1,099,485 - - 773,035 326,450
874,857 795,081 37,159,011 587,869 9,022,048 14,449,949 13,099,145
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32.

SEGMENTAL REPORTING

The primary format, business segments, is based on the Group’s management and internal reporting
structure that are regularly reviewed by the Executive Committee in order to allocate resources to the
segment and to assess its performance. During the year, there has been a change to the organization
structure and the portfolio allocation to the business segments. This was to streamline the allocation of
customers between Institutional and Corporate banking, with now the former focusing on a re-defined
definition of Institutions whilst the latter targeting the regional corporates. The prior year comparative
figures have been accordingly reclassified to conform to the current year presentation.

The business segments pay to and receive interest from the Treasury to reflect the allocation of funding
costs. Interest is charged or credited to business segments and branches to match funding at transfer
pricing rates which approximate the cost of funds..

Business segments
Institutional banking  Includes loan and other credit facilities, deposits, trade finance products and e-
commerce solutions to institutional clients (including Government related
entities).

Includes loans, working capital financing, trade finance and deposits products to
corporate clients.

Includes current accounts, easy access saving accounts, fixed rate deposit
accounts, personal loans, overdraft facilities, vehicle finance, mortgage products,
loans and other credit facilities to small business and retail clients.

Undertakes balance sheet management deals and manages the Group’s

proprietary investment portfolio. It also has derivatives for trading and risk
management purposes.

Corporate banking

Personal banking

Trading & Other

Geographical

The Group operates in one geographic area, the United Arab Emirates.

Institutional Corporate Personal Trading & Total
banking banking banking Other
AED’000 AED’000 AED’000 AED’000 AED’000
31 December 2021
Assets 32,793,898 40,744,312 13,291,649 27,382,737 114,212,596
Liabilities 44,574,610 15,144,970 31,613,171 9,312,631 100,645,382
31 December 2020
Assets 28,111,314 36,578,539 8,832,742 23,838,965 97,361,560
Liabilities 34,476,375 14,074,011 28,401,228 7,456,211 84,407,825
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32. SEGMENTAL REPORTING (CONTINUTED)
Institutional Corporate Personal Trading & Total
banking banking banking Other
AED'000 AED'000  AED'000 AED'000  AED'000
31 December 2021
Net interest income and net

. o . 619,073 1,090,358 574,536  (206,078) 2,077,889
income from Islamic financing

Non-interest & other income 270,996 265,844 409,110 159,159 1,105,109
Total operating income 890,069 1,356,202 983,646 (46,919) 3,182,998
Expenses (note a) 163,984 144,671 459,995 96,408 865,058
Net provisions (note b) 259,219 538,719 28,953 40,527 867,418

423,203 683,390 488,948 136,935 1,732,476
Net profit for the year 466,866 672,812 494,698  (183,854) 1,450,522

31 December 2020
Net interest income and net

- o . 598,203 966,269 572,183  (250,102) 1,886,553
income from Islamic financing

Non-interest & other income 234,858 255,923 345,043 255,819 1,091,643
Total operating income 833,061 1,222,192 917,226 5717 2,978,196
Expenses (note a) 152,247 128,087 440,298 86,674 807,306
Net provisions (note b) 618,541 308,571 111,996 11,684 1,050,792

770,788 436,658 552,294 98,358 1,858,098
Net profit for the year 62,273 785,534 364,932 (92,641) 1,120,098

a. This includes staff and other expenses and depreciation and amortization.
b. This includes impairment allowances on due from banks, loans and advances and Islamic financing,
investment securities, and other assets, net of recoveries.

The following is an analysis of the total operating income of each segment between income from external
parties and inter-segment:

External parties Inter-segment
2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000
Institutional banking 671,618 578,764 218,451 254,297
Corporate banking 1,533,815 1,522,116 (177,613) (299,924)
Personal banking 765,608 587,162 218,038 330,064
Trading & Other 211,957 290,154 (258,876) (284,437)
Total operating income 3,182,998 2,978,196 - -
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33.

RELATED PARTY TRANSACTIONS AND BALANCES

As at 31 December 2021 and 31 December 2020, the Investment Corporation of Dubai (“ICD’’) owns
20% share capital of the Group. ICD is a wholly owned entity by the Government of Dubai (the
“Government”).

The Group in the ordinary course of business enters into transactions with major shareholders, directors,
key management personnel and their related entities. The terms of these transactions are approved by the
Group’s Board of Directors.

Directors and key Government related  Other related parties
management personnel parties
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from banks - - 99,685 138,766 - -

Loans and advances and

- . 150,208 194,195 1,482,351 1,577,176 2,427,352 1,925,264
Islamic financing

Investment securities - - 565,379 715,360 - -
Acceptances - - - - 5,721 4,509
Letters of credit - - - - 4,319 3,294
Letters of guarantee - - 79,778 207,585 24,576 101,619
Undrawn commitments to

. 11,001 15,707 79,882 275,416 354,037 226,605

extend credit

Due to banks - - 459,125 - - -

Customer deposits and Islamic

. 114,443 112,264 6,000,409 4,631,362 491,068 443,840
customer deposits

Interest income and

.. . 6,458 8,387 39,924 41,408 79,041 69,691
commission income
Interest expense 216 556 44,405 66,372 3,173 5,255
Dividend from an associate - - - - 3,992 2,661

Key management personnel are those persons having authority and responsibility for planning, directing
and controlling the activities of the Group, directly or indirectly, including any director (whether
executive or otherwise) of the Group.

Other related parties represents major shareholders and parties related to directors, key management
personnel.

Directors' sitting fees for attending committee meetings during the year ended 31 December 2021
amounted to AED 3.3 million (2020: AED 2.8 million).

2021 2020
Key management compensation AED’000 AED’000
Salaries 20,392 21,599
Post-employment benefits 771 839
Other benefits 40,841 21,317
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34.
34.1

34.2

b)

RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk Governance

The Board of Directors (the “Board”) has the overall responsibility for the operations and the financial
stability of the Group, and ensures that the interests of shareholders, depositors, creditors, employees and
other stakeholders, including the banking regulators and supervisors, are addressed. The Board is
responsible for strategic direction, management oversight and adequate control with the ultimate objective
of promoting the success and long-term value of the Bank. The Board is also responsible for the overall
framework of the risk governance, management, determining risk strategy, setting the Group’s risk limits
and ensuring that risk exposure is monitored, controlled effectively and kept within set limits.
Additionally, it is responsible for establishing a clearly defined risk management structure and for
approval of the risk policies and procedures as well as management of all risks related to the Group.

In order to effectively discharge this responsibility the Board is assisted by various Board Committees,
namely Board Executive Committee (BEC), Board Risk Committee (BRC), Board Audit Committee
(BAC) and Remuneration and Nomination Committee (REMCO).

Management actively manages risk, primarily through the Risk Department with oversight by the
Executive Committee (EXCO), Assets & Liabilities Committee (ALCO), Credit Committee (CC), Project
Investment Committee (PIC), Information Security Risk Committee (ISRC), Compliance Committee
(CCO), Human Resources Committee (HRC) and Operational Risk Management Committee (ORMC).

Control Environment

Group Risk

Group Risk Department comprises credit, market and operational units. Its responsibilities include the
following:

Developing a strategy, policy and framework for risk management such that these are aligned with
business requirements;

Providing support to the Group in implementation of the framework;

Bringing together analysis of risk concentrations and sensitivities across the Group;

Acting as a point of reference for risk and control matters, providing advice to management, sharing best
practices and carrying out special reviews as directed by ALCO;

Financial restructuring & recovery and business management and governance; and

Providing independent assessment of, and challenge to the business areas’ risk management and profiles
to ensure that they are maintained in a robust manner.

Internal Audit

The role of the Internal Audit Department within the Group is to provide independent and objective
assurance that the process for identifying, evaluating and managing significant risks faced by the Group
is appropriate and effectively applied. In addition, it also provides an independent check on the
compliance with laws and regulations and measuring compliance with the Group’s policies and
procedures. Additionally, Internal Audit provides consulting services which are advisory in nature, and
are generally performed at the specific request of the BAC or Management.
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34.
34.2

RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
Control Environment (continued)

Internal Audit (continued)

It is led by the Chief Internal Audit Officer who reports to the BAC of the Board of Directors, with
administrative reporting to the Chief Executive Officer of the Group.

To perform its role effectively, Internal Audit has organizational independence from management, to
enable unrestricted evaluation of management activities and personnel. The Internal Audit Charter
empowers it to have full, free and effective access at all reasonable times to all records, documents and
employees of the Group. Internal Audit has direct access to the Chairman of the BAC and Chief Executive
Officer of the Group.

To determine whether the Internal Audit Function is functioning effectively, the BAC shall:
Assess the appropriateness of the Internal Audit Charter once each year;
Assess the adequacy of resources available, both in terms of skills and funding once each year; and

Sponsor external assessments, at least once every five (5) years, by a qualified, independent
reviewer from outside the Group.

Internal Control

Board of Directors and Management are responsible for developing and maintaining the existence of a
sound Internal Control System and procedures that meet international standards and fulfill the
requirements of the Group’s management and external regulatory bodies. The internal control system
should be capable of ensuring the achievement of the following:

Accuracy and integrity of financial and operational statements issued by the Group;

Effectiveness and efficiency of the Group’s operational activities;

Effectiveness of measures and procedures set to safeguard the Group’s assets and properties; and
Compatibility with laws, legislations and regulations in force as well as policies pertinent to internal
operational procedures.

Executive management constantly monitors and assesses the efficiency and effectiveness of internal
control procedures and their ability to achieve stated objectives and their furtherance and enhancement.

The processes and responsibilities of the Internal Control functions include but not limited to:

Ensuring that the Group’s operational policies, processes and controls are adhered to;

Ensuring that proper internal controls are in place and that they are functioning as designed in a timely
and effective manner;

Periodic review of the Group’s internal control system in order to identify areas where internal
controls may be weak, not present and areas where there appear to be excessive controls resulting
in operational inefficiency so as to suggest ways to rectify the same;

Enabling the management to conduct an annual review of the efficiency of the internal control
system and report its findings; and

Monitoring of operational activities and overseeing operational controls being exercised to ensure
that these are timely and effective.
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34.2
d)

34.3

RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Control Environment (continued)

Compliance and Fraud prevention

The process of monitoring compliance is an independent task which aims at ensuring that the Group is in
compliance with all applicable laws, regulations, instructions, directives, codes of conduct and sound
banking standards and practices as issued by relevant authorities.

The Board of Directors takes necessary measures to further strengthen the values of integrity and sound
professional conduct within the Group by promoting a culture of compliance in letter and spirit of
applicable laws, regulations, instructions and standards.

The mission and role of compliance, AML and Fraud prevention department is to:

Ensuring compliance risks are adequately identified, assessed, monitored and controlled in conjunction
with Business and other control functions;

Ensuring senior management is fully informed of significant compliance issues and plans for resolution;
Contributing to a “no surprise” compliance culture by educating and communicating compliance
awareness throughout the Group;

Aligning annual compliance plans with business strategies and goals; and

Meet regulatory expectations, Foreign Account Tax Compliance Act (FATCA) and Common Reporting
Standard (CRS) requirements.

Fraud prevention

The Group has a dedicated Fraud Prevention and Investigation Unit that assists in identification,
detection, and verification of potential or actual fraud incidents including quantification and recoupment
of any losses sustained as a result of such incident. The purpose is to manage susceptibility of Group’s
assets and processes to fraud risk with a view to reducing it and to raise the level of fraud awareness
amongst employees and other stakeholders.

Whistle Blowing

A set of arrangements has been designed to enable employees to confidentially report concerns about any
potential violations, enabling the investigation and follow up of such concerns independently and
discreetly through the whistle blowing policy. Such arrangements are supervised by the BAC and in
coordination with the executive management.

Disclosure policy

The Group has laid down the disclosure policy to ensure compliance with all regulations and guidelines
issued by the lead regulator Central Bank of the UAE (CBUAE), International Financial Reporting
Standards (IFRS), Securities and Commodities Authority (SCA) and Dubai Financial Market (DFM).

The following are the key features of the Group’s disclosure policy concerning disclosure of financial
information:
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34.3

a)

b)

RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUTED)

Disclosure policy (continued)

Materiality thresholds

Information is material if omitting, misstating or obscuring it could reasonably be expected to influence
the decisions that the primary users of general purpose financial statements make on the basis of those
financial statements, which provide financial information about a specific reporting entity. Materiality
depends on the size of the item or error judged in the particular circumstances of its omission or
misstatement, and / or any material information that might affect the share price. The Group, in order to
ensure adequate disclosure lays down qualitative materiality threshold, so that no material information is
omitted or misstated; at the same time it does not jeopardize its competitive position.

Control framework
In order to ensure true and fair disclosure, the Group has established controls including detailed
procedures for finalization and review of financial disclosures.

Frequency and medium of disclosure

Interim financial results are disclosed on a quarterly basis while complete consolidated financial
statements complying with the requirements of IFRS, Basel Il Pillar 3, relevant laws of the U.A.E, SCA
requirement and other guidelines from CBUAE is made on annual basis. Disclosures of material non-
public financial information are made as follows:

Uploading quarterly reviewed and annual audited consolidated financial statements to DFM, SCA
and Nasdaqg Dubai websites;

Posting quarterly and annual consolidated financial statements on the Bank’s website;

Management discussion and analysis in Arabic and English newspapers in a manner that ensures wide
dissemination;

Publication of the annual report which includes audited consolidated financial statements, list of hames
of members of the Board of Directors, senior executives and names of wholly or partially owned
subsidiaries; and

Investor’s pack is presented on Bank’s website on a quarterly and annual basis.
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35.
a)

b)

FINANCIAL RISK MANAGEMENT

Introduction and overview

The Group has exposure to the following primary risks from financial instruments:
Credit risk;

Liquidity risk;

Market risk; and

Operational risk

Risk is inherent to the Group’s business and activities. The Group’s ability to identify, assess, monitor
and manage each type of risk to which the Group is exposed is an important factor in its financial stability,
performance and reputation.

The Group’s risk management policies are established to identify and analyse the risks faced by the
Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions, products
and services offered. The Group, through its training, management standards and procedures, aims to
develop a disciplined and constructive control environment, in which all employees understand their roles
and obligations.

The Board Risk Committee (BRC) is responsible for monitoring compliance with the Group’s risk
management policies and procedures, and for reviewing the adequacy of the risk management framework
in relation to the risks faced by the Group. The Group’s BRC is assisted in these functions by Internal
Audit, which undertakes both regular and ad-hoc reviews of risk management controls and procedures,
the results of which are reported to the Group BRC as well as BAC.

This note presents information relating to the Group’s exposure to each of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk, and the Group’s management of
capital.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument
fails to meet its contractual obligations arising principally from the Group’s balances with Central Bank,
due from banks, loans and advances and Islamic financing, other financial assets, loan commitments and
financial guarantee contracts. For reporting purpose, credit risk on loan commitments and financial
guarantee contracts is reported as a component of credit risk on loans and advances and Islamic financing.
For risk management purposes, credit risk arising on investment securities held at FVPL is managed
independently.

Management of credit risk
Credit Committee (CC) manages the credit risk of the Group by continuous review and update of the
following:

Formulating credit policies;

Establishing the authorisation structure for the approval and renewal of credit facilities;
Reviewing and assessing credit risk;

Limiting concentrations of exposure to counterparties, geographies and industries;
Developing and maintaining the Group's risk gradings;

Developing and maintaining the Group's processes for measuring ECL;

Reviewing compliance of business units with agreed exposure limits; and

Providing advice, guidance and specialist skills to business units to promote best practice.
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35.
b)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Internal credit risk ratings

In order to minimize credit risk, the Group has tasked its credit committee to develop and maintain the
Group’s credit risk grading to categories exposures according to their degree of risk of default. The
Group’s credit risk grading framework comprises various categories. The credit rating information is
based on a range of data that is determined to be predictive of the risk of default and applying experienced
credit judgement. The nature of the exposure and type of borrower are taken into account in the analysis.
Credit risk grades are defined using qualitative and quantitative factors that are indicative of risk of
default.

The credit risk grades are designed and calibrated to reflect the risk of default as credit risk increases. As
the credit risk increases the difference in risk of default between grades changes. Each exposure is
allocated to a credit risk grade at initial recognition, based on the available information about the
counterparty. All exposures are monitored and the credit risk grade is updated to reflect current
information. The monitoring procedures followed are both general and tailored to the type of exposure.

The following data are typically used to monitor the customer risk profile:

Payment record and ageing analysis;

Extent of utilisation of granted limit;

Forbearances (both requested and granted);

Changes in business, financial and economic conditions;

Credit rating information supplied by external rating agencies;

For retail exposures: internally generated data of customer behaviour, affordability metrics etc.; and

For corporate exposures: information obtained by periodic review of customer files including audited
financial statements review and where available changes in the financial sector the customer operates etc.

The Group uses credit risk grades as a primary input into the determination of the term structure of the
probability of default (PD) for exposures. The Group collects performance and default information about
its credit risk exposures analysed by jurisdiction or region and by type of product and borrower as well
as by credit risk grading.

The Group analyses all data collected using statistical models and estimates the remaining lifetime PD of
exposures and how these are expected to change over time. The factors taken into account in this process
include macro-economic data such as Economic Composite Index (ECI), Qil price per barrel (OPB), hotel
occupancy and house prices. The Group generates a ‘base case’ scenario of the future direction of relevant
economic variables as well as a representative range of other possible forecast scenarios. The Group then
uses these forecasts, which are probability-weighted, to adjust its estimates of PDs.

The Group uses different criteria to determine whether credit risk has increased significantly for each
obligor. The criteria used are both quantitative changes in PDs as well as qualitative.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial
asset has increased significantly since initial recognition when contractual payments are more than 30
days past due unless the Group has reasonable and supportable information that demonstrates otherwise.
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b)

FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (continued)

Internal credit risk ratings (continued)

The Group has monitoring procedures in place to make sure that the criteria used to identify significant
increase in credit is effective, meaning that significant increase in credit risk is identified before the
exposure is defaulted. The Group performs periodic back-testing of its ratings to consider whether the
drivers of credit risk that led to default were accurately reflected in the rating in a timely manner.

Loss Given Default is the loss expected to arise on default, incorporating the impact of forward-looking
economic assumptions where relevant, which represents the difference between the contractual cash flows
due and those that the Bank expects to receive. The Bank estimates LGD based on history of recovery
rates and considers the valuation of any collateral that is integral to the financial asset, taking into account
forward-looking economic assumptions where relevant.

Measurement of ECL

As explained in note 3.1.1 (e), the Group measures ECL considering the risk of default over the maximum
contractual period (including extension options) over which the entity is exposed to credit risk. However,
for financial instruments such as credit cards and overdraft facilities that include both a loan and an
undrawn commitment component, the Group’s contractual ability to demand repayment and cancel the
undrawn commitment does not limit the Group’s exposure to credit losses to the contractual notice period.
For such financial instruments the Group measures ECL over the period that it is exposed to credit risk
and ECL would not be mitigated by credit risk management actions. These financial instruments do not
have a fixed term or repayment structure and have a short contractual cancellation period. However, the
Group does not enforce in the normal day-to-day management the contractual right to cancel these
financial instruments. This is because these financial instruments are managed on a collective basis and
are cancelled only when the Group becomes aware of an increase in credit risk at the facility level. This
longer period is estimated taking into account the credit risk management actions that the Group expects
to take to mitigate ECL, e.g. reduction in limits or cancellation of the loan commitment. The maximum
contractual period extends to the date at which the Group has the right to require repayment of an advance
to terminate a loan commitment or guarantee.

Restructured and renegotiated loans

Loans with renegotiated terms are defined as loans that have been restructured due to a deterioration in
the borrower's financial position, for which the Group has made concessions by agreeing to terms and
conditions that are more favourable for the borrower than the Group had provided initially and that it
would not otherwise consider. A loan continues to be presented as part of loans with renegotiated terms
until maturity, early repayment or write-off. Management continuously monitors the progress on
renegotiated loans to ensure compliance with the terms at all times.
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b)

V.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Exposure to credit risk

The Group measures its exposure to credit risk by reference to gross carrying amount of financial assets
less interest suspended and expected credit allowances, if any.

31 December 2021

Due from banks

Performing

Allowance for impairment losses

Net carrying amount

Loans and advances
Performing

Non-performing

Allowance for impairment losses
Net carrying amount

31 December 2020

Due from banks

Performing

Allowance for impairment losses
Net carrying amount

Loans and advances

Performing

Non-performing

Allowance for impairment losses
Net carrying amount

Stage 1 Stage 2 Stage 3 Total
AED’000 AED’000 AED’000 AED’000
3,156,655 - - 3,156,655

(2,056) - - (2,056)
3,154,599 - - 3,154,599

Stage 1 Stage 2 Stage 3 Total

AED’000 AED’000 AED’000 AED’000

67,128,686 7,234,414 - 74,363,100
- - 6,102,103 6,102,103
(595,324)  (662,964) (2,765,530) (4,023,818)
66,533,362 6,571,450 3,336,573 76,441,385

Stage 1 Stage 2 Stage 3 Total
AED’000 AED’000 AED’000 AED’000
4,220,318 - - 4,220,318

(1,424) - - (1,424)
4,218,894 - - 4,218,894

Stage 1 Stage 2 Stage 3 Total

AED’000 AED’000 AED’000 AED’000

55,506,008 8,377,726 - 63,883,734
- - 5165565 5,165,565

(652,976)  (517,923) (2,589,828) (3,760,727)
54,853,032 7,859,803 2,575,737 65,288,572

The Group’s Investment securities were classified under stage 1 at the reporting date (2020: classified

under stage 1 and 2).
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b)

Vi.

Vii.

FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (continued)

Impairment reserve under the Central Bank of UAE (CBUAE) guidance
The CBUAE has issued its IFRS 9 guidance addressing various implementation challenges and practical
implications for Banks adopting IFRS 9 in the UAE (“the guidance”).

Pursuant to clause 6.4 of the guidance, the reconciliation between general and specific provision under
Circular 28/2010 of CBUAE and IFRS 9 is as follows:

2021 2020
Allowances for impairment losses: General AED’000 AED’000
General provisions under Circular 28/2010 of CBUAE 1,210,773 1,092,625
Less: Stage 1 and Stage 2 provisions under IFRS 9 1,258,288 1,170,899
General provision transferred to the impairment reserve* - -
Allowances for impairment losses: Specific
Specific provisions under Circular 28/2010 of CBUAE 2,506,119 2,328,085
Less: Stage 3 provisions under IFRS 9 2,765,530 2,589,828

Specific provision transferred to the impairment reserve* - -

Total provision transferred to the impairment reserve - -

*In the case where provisions under IFRS 9 exceed provisions under CBUAE, no amount shall be
transferred to the impairment reserve.

Allowances for impairment

As discussed above in the significant increase in credit risk section, under the Group’s monitoring
procedures, a significant increase in credit risk is identified before the exposure has defaulted, and at the
latest when the exposure becomes 30 days past due. This is the case mainly for loans and advances to
customers and more specifically for retail lending exposures because for corporate lending and other
exposures there is more borrower specific information available which is used to identify significant
increase in credit risk. The table below provides an analysis of the gross carrying amount of loans and
advances to customers by past due status.

Assets carried at fair value through profit or loss is not subject to ECL, as the measure of fair value reflects
the credit quality of each asset.
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b)

Vil.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Allowances for impairment (continued)

The Group monitors concentrations of its impaired loans by sector and by geographic location. An
analysis of concentrations of impaired (excluding restructured / under restructuring) loans by sector is

shown below:

31 December 2021
Manufacturing

Construction

Real estate

Trade

Transportation and storage
Services

Hospitality

Financial and insurance activities
Personal - mortgage
Personal - schematic
Individual loans for business
Others

Total carrying amount

31 December 2020
Manufacturing

Construction

Real estate

Trade

Transportation and storage
Services

Hospitality

Financial and insurance activities
Personal - mortgage
Personal - schematic
Individual loans for business
Others

Total carrying amount

Specific provision and

Impaired loans Collateral interest in suspense
AED’000 AED’000 AED’000
82,056 45,670 23,088
745,325 404,691 315,411
2,117,046 1,952,791 383,755
275,295 63,160 202,661
23,119 17,769 7,323
795,078 281,843 335,783
308,620 304,783 41,577
1,222,983 319,939 1,122,392
140,253 104,282 53,314
115,213 54,389 49,453
277,100 43,928 226,279
15 11 4,494
6,102,103 3,593,256 2,765,530
Specific provision and

Impaired loans Collateral interest in suspense
AED’000 AED’000 AED’000
188,282 34,813 116,622
226,666 41,346 110,961
1,187,036 919,186 331,816
352,698 112,938 176,626
24,170 19,397 6,915
849,523 479,613 379,969
132,912 - 128,485
1,401,322 472,107 955,661
198,565 120,962 107,531
207,491 113,623 104,767
324,137 85,173 159,040
72,763 70,978 11,435
5,165,565 2,470,136 2,589,828

All impaired loans are located in one geographic area i.e. the United Arab Emirates. The value of
collateral is restricted to lower of loan exposure or realisable value of the collateral.

The gross carrying value of unfunded exposures pertaining to impaired loans amounted to AED 281.3

million (2020: AED 191.0 million).
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viii.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Write - off policy

The Group writes off a loan / investment in debt security (and any related expected credit allowances)
when the Board Executive Committee (BEC) determines that the loan / security is uncollectible. This
determination is reached after considering information such as the significant deterioration in the
borrower’s / issuer’s financial position such that the borrower / issuer can no longer pay the obligation,
or proceeds from collateral will not be sufficient to pay back the entire exposure or all possible efforts of
collecting the amounts have been exhausted.

For smaller balances of standardized loans, write off decisions are generally based on a product-specific
past due status.

Collateral

The Group holds collateral against loans and advances in the form of cash, guarantees, mortgages and
liens over properties or other securities over assets. Estimates of fair value are based on the value of
collateral assessed at the time of borrowing, and are subsequently monitored and updated on a periodic
basis. Generally, collateral is not held against debt securities and amounts due from banks, and no such
collateral was held at 31 December 2021 or 2020.

Analysis of collateral by type is presented in the following table:

2021 2020

AED’000 AED’000

Pledged deposits 3,320,629 3,950,065
Properties 38,647,650 32,588,290
Mortgages 241,353 198,798
Pledge of shares 2,789,227 1,775,986
Bank guarantees 267,668 267,992
Gold 193,587 200,073
Credit Insurance 94,849 166,253
Others 28,773 42,592
Total collaterals 45,583,736 39,190,049

The above represents collateral value restricted to the lower of loan balance or collateral value.
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b)

X.

Credit risk (continued)

Concentration

Concentrations arise when a number of counterparties are engaged in similar business activities or activities in same geographic region or have similar economic
features that would cause their ability to meet contractual obligations to be similarly affected by changes in economic, political or other conditions. The following
tables set out the concentration of credit risk by sector, geography and currency.

Concentration of credit risk by sector for 2021:

Manufacturing

Construction

Real estate

Trade

Transportation and storage
Services

Hospitality

Financial and insurance activities
Government entities
Personal - mortgage
Personal - schematic
Individual loans for business
Others

Total carrying amount

Loans and Cash, balances
advances and Equity with Central Acceptances
Islamic Due from Debt  securitiesand bank and other  Total funded Undrawn and contingent
financing banks securities  fund of funds assets exposures  commitments liabilities
AED'000 AED’'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
4,387,817 - 239,535 - - 4,627,352 1,979,898 1,332,329
5,458,048 - - - - 5,458,048 1,226,942 5,902,260
24,814,731 - - 6,779 - 24,821,510 4,255,423 828,527
7,599,868 - - - - 7,599,868 3,182,692 9,415,005
3,880,144 - 56,280 - - 3,936,424 117,657 81,758
5,051,121 - 141,066 47,328 - 5,239,515 1,303,159 911,736
2,337,033 - - - - 2,337,033 311,315 67,502
7,224,430 3,156,655 2,013,557 281,389 95,051 12,771,082 872,845 1,771,656
2,059,268 - 4,939,297 - 13,871,485 20,870,050 349,765 94,635
7,454,864 - - - - 7,454,864 - -
5,462,188 - - - - 5,462,188 2,666,848 48,029
976,207 - - - - 976,207 250,003 1,785
3,759,484 - 1,266,090 - 4,441,744 9,467,318 1,198,304 946,267
80,465,203 3,156,655 8,655,825 335,496 18,408,280 111,021,459 17,714,851 21,401,489
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X.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Concentration (continued)

Concentration of credit risk by sector for 2020:

Manufacturing

Construction

Real estate

Trade

Transportation and storage
Services

Hospitality

Financial and insurance activities
Government entities
Personal - mortgage
Personal - schematic
Individual loans for business
Others

Total carrying amount

Loans and Cash, balances
advances and Equity with Central Acceptances
Islamic Due from Debt securities and  bank and other  Total funded Undrawn  and contingent
financing banks securities fund of funds assets exposures commitments liabilities
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
3,329,049 - 243,160 - - 3,572,209 1,090,296 957,782
5,000,476 - - - - 5,000,476 1,032,297 6,407,140
23,373,188 - 74,385 5,007 - 23,452,580 3,434,515 544,394
6,579,571 - - - - 6,579,571 2,923,733 8,621,190
2,720,470 - 68,635 - - 2,789,105 189,579 56,381
5,319,519 - 184,419 66,816 - 5,570,754 958,510 977,757
2,576,351 - - - - 2,576,351 352,862 7,268
5,814,070 4,220,318 2,354,808 322,373 88,514 12,800,083 1,574,405 1,575,901
1,333,967 - 816,026 - 12,423,017 14,573,010 160 1,218
4,036,946 - - - - 4,036,946 - -
4,952,897 - - - - 4,952,897 1,890,088 28,480
1,241,197 - - - - 1,241,197 225,157 2,400
2,771,598 - 1,126,968 - 4,024,690 7,923,256 847,088 780,804
69,049,299 4,220,318 4,868,401 394,196 16,536,221 95,068,435 14,518,690 19,960,715
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35.
b) Credit risk (continued)

X. Concentration (continued)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Concentration of credit risk by geographic location for 2021:

Loans and Cash, balances
advances and Equity with Central Acceptances
Islamic securitiesand bank and other Total funded Undrawn and contingent
financing Due from banks Debt securities fund of funds assets exposures  commitments liabilities
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
UAE 76,056,688 197,982 5,640,784 55,944 18,408,280 100,359,678 17,158,691 17,435,768
GCC 1,347,190 208,745 930,336 - - 2,486,271 16,584 791,190
Middle East 451,233 276,221 - 254,949 - 982,403 330,876 332,808
Europe 585,123 649,463 119,027 124 - 1,353,737 188,489 368,556
USA 4,964 1,470,018 668,271 24,479 - 2,167,732 - 423,581
Asia 969,080 128,148 1,150,634 - - 2,247,862 19,593 1,970,431
Others 1,050,925 226,078 146,773 - - 1,423,776 618 79,155
Total carrying amount 80,465,203 3,156,655 8,655,825 335,496 18,408,280 111,021,459 17,714,851 21,401,489
Concentration of credit risk by geographic location for 2020:
Loans and Equity Cash, balances Acceptances
advances and securitiesand  with Central bank Total funded Undrawn and contingent
Islamic financing  Due from banks Debt securities fund of funds and other assets exposures commitments liabilities
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
UAE 66,280,198 388,829 2,415,610 99,802 16,536,221 85,720,660 13,876,016 16,007,701
GCC 158,614 388,547 954,783 - - 1,501,944 4,044 205,471
Middle East 639,866 54,281 - 272,075 - 966,222 15,702 105,523
Europe 454,487 834,808 62,209 294 - 1,351,798 82,451 2,018,056
USA 1,901 2,296,645 404,790 22,025 - 2,725,361 313,348 502,446
Asia 655,591 112,359 990,521 - - 1,758,471 868 1,091,720
Others 858,642 144,849 40,488 - - 1,043,979 226,261 29,798
Total carrying amount 69,049,299 4,220,318 4,868,401 394,196 16,536,221 95,068,435 14,518,690 19,960,715
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35. FINANCIAL RISK MANAGEMENT (CONTINUED)

b) Credit risk (continued)

X.  Concentration (continued)

Concentration of credit risk by currency for 2021:

Loans and Cash, balances
advances and Equity with Central Acceptances
Islamic securitiesand  bank and other Total funded Undrawn and contingent
financing  Due from banks Debt securities  fund of funds assets exposures commitments liabilities
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED’'000
AED 62,268,370 2,761,320 54,107 17,531,504 82,615,301 13,527,099 11,087,646
Other currencies* 18,196,833 3,156,655 5,894,505 281,389 876,776 28,406,158 4,187,752 10,313,843
Total carrying amount 80,465,203 3,156,655 8,655,825 335,496 18,408,280 111,021,459 17,714,851 21,401,489
Concentration of credit risk by currency for 2020:
Loans and Cash, balances
advances and Equity with Central Acceptances
Islamic securities and bank and other Total funded Undrawn and contingent
financing Due from banks Debt securities fund of funds assets exposures commitments liabilities
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
AED 55,774,443 - - 71,823 15,564,570 71,410,836 11,518,279 10,539,873
Other currencies* 13,274,856 4,220,318 4,868,401 322,373 971,651 23,657,599 3,000,411 9,420,842
Total carrying amount 69,049,299 4,220,318 4,868,401 394,196 16,536,221 95,068,435 14,518,690 19,960,715

*Majority of assets denominated in other currencies are in USD to which AED is pegged
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FINANCIAL RISK MANAGEMENT (CONTINUED)

c)

d)

Settlement risk

The Group’s activities may give rise to risk at the time of settlement of transactions and trades. Settlement
risk is the risk of loss due to the failure of counterparty to honour its obligations to deliver cash, securities
or other assets as contractually due. Any delays in settlement are rare and are monitored and quantified
as part of the Group’s Internal Capital Adequacy Assessment Procedures (ICAAP) framework and
Operational Risk Management.

For certain types of transactions, the Group mitigates this risk by conducting settlements through a
settlement / clearing agent to ensure that a trade is settled only when both parties have fulfilled their
contractual settlement obligations. Settlement limits form part of the credit approval / limit monitoring
process described above. Acceptance of settlement risk on free settlement trades requires transaction
specific or counterparty specific approvals from the Group Risk Management Department.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting its obligations associated with
financial liabilities that are settled by delivering cash or other financial assets. It includes the risk of the
inability to fund assets at contracted maturities and rates and the inability to liquidate assets at reasonable
prices and in the required timeframe and the inability to meet obligations as they become due. Liquidity
risk can be caused by market disruptions or credit downgrades which may cause certain sources of funding
to diminish.

Management of liquidity risk

Liquidity risk is managed by the Treasury and Asset and Liability management (ALM) department in line
with the regulatory, internal policies and guidelines. The Group’s approach to manage liquidity risk is to
ensure that it has adequate funding from diversified sources at all times to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or risking damage of
the Group’s reputation.

Funds are raised using a broad range of instruments including customers’ deposits, medium term
borrowings, money market instruments, subordinated debts and capital. The treasury and ALM
department monitors the liquidity profile of financial assets and liabilities and the projected cash flows
arising from existing and future business. Treasury maintains a portfolio of short-term liquid assets and
inter-bank placements to ensure that sufficient liquidity is maintained. The daily liquidity position is
monitored and regular liquidity stress testing is conducted under a variety of scenarios covering both
normal and abnormal market conditions.

The Group’s liquidity management process, as carried out within the Group and monitored by Group’s
treasury, includes:

Day to day funding is managed by monitoring future cash flows to ensure that requirements can be met
these include replenishment of funds as they mature or are borrowed by customers. The Group maintains
an active presence in global money market to facilitate funding activities;

Maintenance of a portfolio of highly marketable assets that can easily be liquidated as protection against
any unforeseen interruption to cash flow;

Managing balance sheet liquidity ratios against internal and regulatory requirements;
Managing the concentration and profile of debt maturities; and

Repurchase arrangements with various Banks which allow it to repo its fixed income investments to meet
any liquidity needs that may arise.
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d)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Liquidity risk (continued)

Exposure to liquidity risk

The key measure used by the Group for measuring liquidity risk is the advances to stable resources ratio
(regulatory ratio) which is 88.0% as at 31 December 2021 (2020: 86.33%). In addition, the Group also

uses the following ratios / information on a continuous basis for measuring liquidity risk:

Liquid assets to total assets ratio;

Net loans to deposits ratio (LDR); and

Basel Il ratios (including LCR, NSFR, etc.) are also monitored internally and shared with the Board on

quarterly basis.

The following table summarizes the maturity profile of the Group’s assets and liabilities based on the
contractual repayment arrangements. These do not take account of the effective maturities as indicated
by the Group’s deposit retention history. The contractual maturities of assets and liabilities have been
determined on the basis of the residual period at the report date to the contractual maturity date.

The maturity profile of the assets and liabilities at 31 December 2021 was as follows:

Assets

Cash and balances

with Central Bank

Due from banks, net
Loans and advances and
Islamic financing, net
Investment securities
Investment in associate
Investment properties, net
Property and equipment
Bankers acceptances
Other assets, net

Total assets

Liabilities and equity
Due to banks

Customer deposits and
Islamic customer deposits

Notes and medium term
borrowings

Due for trade acceptances
Other liabilities
Total liabilities

Gap representing equity

From 3
Lessthanl From1lto monthstol From1to Over5 No Fixed
Total month 3 months year 5 years years Maturity
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
14,667,589 11,651,241 - - - - 3,016,348
3,154,599 2,421,580 73,210 285,761 374,048 - -
76,441,385 6,787,082 3,725,212 14,242,581 29,860,839 21,825,671 -
8,991,321 758,716 1,595,551 1,128,681  3,145531 2,362,842 -
95,051 - - - - - 95,051
191,406 - - - - - 191,406
309,425 - - - - - 309,425
7,341,210 164,178 1,370,649 5,405,800 304,582 96,001 -
3,020,610 1,491,257 - - - - 1,529,353
114,212,596 23,274,054 6,764,622 21,062,823 33,685,000 24,284,514 5,141,583
6,120,214 1,529,255 974,164 661,669 2,955,126 - -
82,721,669 42,514,907 13,405,746 25,167,648 1,621,182 12,186 -
2,584,490 - - 551,442 2,033,048 - -
7,341,210 164,178 1,370,649 5,405,800 304,582 96,001 -
1,877,799 1,831,558 - - - - 46,241
100,645,382 46,039,898 15,750,559 31,786,559 6,913,938 108,187 46,241
13,567,214 (22,765,844) (8,985,937) (10,723,736) 26,771,062 24,176,327 5,095,342
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d)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Liquidity risk (continued)

Exposure to liquidity risk

The maturity profile of the assets and liabilities at 31 December 2020 was as follows:

Assets

Cash and balances
with Central Bank

Due from banks, net

Loans and advances and
Islamic financing, net

Investment securities
Investment in associate
Investment properties, net
Property and equipment
Bankers acceptances
Other assets, net

Total assets

Liabilities and equity
Due to banks

Customer deposits and
Islamic customer deposits

Notes and medium term
borrowings

Due for trade acceptances
Other liabilities

Total liabilities

Gap representing equity

From 3
Lessthanl From1to monthstol From1lto5 Over 5 No Fixed
Total month 3 months year years years Maturity
AED'000 AED'000  AED'000 AED'000 AED'000  AED'000 AED'000
13,162,743 10,741,809 - - - - 2,420,934
4,218,894 3,879,708 - 162,611 176,575 - -
65,288,572 9,521,406 4,311,593 7,997,610 24,442,437 19,015,526 -
5,262,597 73,633 297,410 936,717 3,954,837 - -
88,514 - - - - - 88,514
191,469 - - - - - 191,469
290,025 - - - - - 290,025
5,972,327 1,889,928 239,469 2,992,317 13,721 836,892 -
2,886,419 1,715,992 - - - - 1,170,427
97,361,560 27,822,476 4,848,472 12,089,255 28,587,570 19,852,418 4,161,369
4,782,749 934,752 72,737 2,094,375 1,680,885 - -
69,750,833 33,715,926 13,281,091 22,255,391 472,122 26,303 -
1,764,059 - - 591,799 1,172,260 - -
5,972,327 1,889,928 239,469 2,992,317 13,721 836,892 -
2,137,857 2,094,424 - - - - 43,433
84,407,825 38,635,030 13,593,297 27,933,882 3,338,988 863,195 43,433
12,953,735 (10,812,554) (8,744,825) (15,844,627) 25,248,582 18,989,223 4,117,936
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Liquidity risk (continued)

Exposure to liguidity risk (continued)

The table below shows the maturity of the Group’s contingent liabilities and credit commitments:

From 3

Less than 1 From1lto3 months to From1lto5 Over 5

Total month months 1year years years

31 December 2021 AED'000 AED'000 AED'000 AED'000 AED'000 AED'000

Contingent liabilities 14,060,279 1,479,634 1,802,902 2,060,885 1,036,737 7,680,121

Credit commitments 17,714,851 3,033,700 2,198,757 2,903,896 3,242,875 6,335,623

Total 31,775,130 4,513,334 4,001,659 4,964,781 4,279,612 14,015,744
31 December 2020

Contingent liabilities 13,988,388 3,861,327 1,527,476 3,385,870 831,106 4,382,609

Credit commitments 14,518,690 2,912,619 817,594 1,906,955 3,046,174 5,835,348

Total 28,507,078 6,773,946 2,345,070 5,292,825 3,877,280 10,217,957

The tables below show undiscounted contractual cash flows on the Group’s financial liabilities:

Less than 1 From1to3 From3months Fromlto5
Total month months to 1 year years
31 December 2021 AED'000 AED'000 AED'000 AED'000 AED'000
Due to banks 6,289,353 1,530,119 976,385 824,967 2,957,882
Customer deposits and Islamic
. 82,959,416 42,517,039 13,429,088 24,951,178 2,062,111
customer deposits
Notes and medium term
. 2,721,885 - - 559,732 2,162,153
borrowings
Due for trade acceptances 7,341,210 164,178 1,370,649 5,405,800 400,583
Other liabilities 665,967 665,967 - - -
Total liabilities 99,977,831 44,877,303 15,776,122 31,741,677 7,582,729
31 December 2020
Due to banks 4,952,467 934,819 72,774 2,142,305 1,802,569
mer its and Islami
Custome depos. ts and Islamic 69,312,835 32,980,462 13,296,186 22,394,660 641,527
customer deposits
N nd medium term
otesa- d medium te 1,879,957 - - 598,510 1,281,447
borrowings
Due for trade acceptances 5,972,327 1,889,928 239,469 2,992,317 850,613
Other liabilities 742,456 742,456 - - -
Total liabilities 82,860,042 36,547,665 13,608,429 28,127,792 4,576,156
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk

Market risk is the risk that changes in market prices, such as interest rates, equity prices, foreign exchange
rates and credit spreads, will affect the Group’s income and / or value of a financial instrument. The
Group manages its market risk in order to achieve optimum returns while maintaining market risk
exposures within set risk appetite.

Management of market risk

The Board of Directors sets the risk appetite pertaining to market risk which translates into risk limits
which are closely monitored by Group Risk Management, reported daily to senior management and
discussed monthly by the ALCO,

The Group separates its exposure to market risk between trading and non-trading portfolios with overall
responsibility vested with the ALCO. The Group Risk Management department is responsible for the
development of detailed risk management policies and for the day-to-day implementation, subject to
review and approval by the ALCO.

Exposure to interest rate risk — non trading portfolio

Interest rate risk arises from interest bearing financial instruments and reflects the possibility that changes
in interest rates will adversely affect the value of the financial instruments and the related income. The
Group manages the risk principally through monitoring interest rate gaps, matching the re-pricing profile
of assets and liabilities and by having pre-approved limits for repricing bands. The Group Risk
Management Department monitors compliance with these limits on a daily basis and is responsible for
reporting breaches if any, to senior management. ALCO review reports on a monthly basis.

In addition the Group also assesses the impact of defined movement in interest yield curves on its net
interest income and regulatory capital. The following is the impact of interest rate movement on net
interest income and regulatory capital:

2021 2020
Net interest income Net interest income
50 bps 100 bps 50 bps 100 bps
AED’000 AED’000 AED’000 AED’000
Upward Parallel Shift 98,793 212,579 87,137 192,382
Downward Parallel Shift (72,191) (144,340) (79,813) (159,421)
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk (continued)

A summary of the Group’s interest rate sensitivity position based on contractual re-pricing arrangements
or maturity dates, whichever dates are earlier is as follows:

From 6
Non-interest Lessthan3 From3to6 monthstol

31 December 2021 bearing months months year Over 1 Year Total
Assets AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
Cash and balances with 3,867,589 10,800,000 - - - 14,667,589
Central Bank
Due from banksl net 2,421,525 348,274 - 384,800 - 3,154,599
Loans and advances and 6,102,104 67,117,528 4,218,765 1,014,259 2,012,547 80,465,203
Islamic financing
Expected credit losses (4,023,818) - - - - (4,023,818)
Investment securities 335,496 2,576,523 952,409 66,092 5,060,801 8,991,321
Investment in associate 95,051 - - - - 95,051
Investment properties, net 191,406 - - - - 191,406
Property and equipment 309,425 - - - - 309,425
Bankers acceptances 7,341,210 - - - - 7,341,210
Other assetS, net 3,020,610 - - - - 3,020,610
Total assets 19,660,598 80,842,325 5,171,174 1,465,151 7,073,348 114,212,596
Liabilities
Due to banks - 3,894,334 318,917 342,752 1,564,211 6,120,214
Customer deposits and
Islamic customer deposits 29,230,074 26,690,580 13,255,472 11,912,176 1,633,367 82,721,669
Notes and medium term

. - 1,962,637 621,853 - - 2,584,490
borrowings
Due for trade acceptances 7,341,210 - - - - 7,341,210
Other liabilities 1,877,799 - - - - 1,877,799
Total liabilities 38,449,083 32,547,551 14,196,242 12,254,928 3,197,578 100,645,382
Interest rate sensitivity gap  (18,788,485) 48,294,774 (9,025,068) (10,789,777) 3,875,770 13,567,214
Cumulative interest

. (18,788,485) 29,506,289 20,481,221 9,691,444 13,567,214
rate sensitivity gap

Represented by equity 13,567,214
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk (continued)

31 December 2020

Assets

Cash and balances with
Central Bank

Due from banks, net
Loans and advances and

Islamic financing
Expected credit losses
Investment securities
Investment in associate
Investment properties, net
Property and equipment
Bankers acceptances
Other assets, net

Total assets

Liabilities

Due to banks

Customer deposits and
Islamic customer deposits

Notes and medium term
borrowings

Due for trade acceptances
Other liabilities
Total liabilities

Interest rate sensitivity gap

Cumulative interest
rate sensitivity gap

Represented by equity

From 6
Non-interest Less than 3 From31to 6 months to 1

bearing months months year  Over 1 Year Total
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
3,812,743 9,350,000 - - - 13,162,743
2,871,638 1,294,459 - 52,797 - 4,218,894
5,165,565 56,965,327 3,635,414 971,100 2,311,893 69,049,299
(3,760,727) - - - - (3,760,727)
394,196 73,633 268,489 668,228 3,858,051 5,262,597
88,514 - - - - 88,514
191,469 - - - - 191,469
290,025 - - - - 290,025
5,972,327 - - - - 5,972,327
2,886,419 - - - - 2,886,419
17,912,169 67,683,419 3,903,903 1,692,125 6,169,944 97,361,560
88,863 3,338,370 281,790 601,430 472,296 4,782,749
24,449,981 22,547,036 9,901,474 12,353,917 498,425 69,750,833
- 1,143,244 620,815 - - 1,764,059
5,972,327 - - - - 5,972,327
2,137,857 - - - - 2,137,857
32,649,028 27,028,650 10,804,079 12,955,347 970,721 84,407,825
(14,736,859) 40,654,769 (6,900,176) (11,263,222) 5,199,223 12,953,735

(14,736,859) 25,917,910 19,017,734 7,754,512 12,953,735
12,953,735

Overall interest rate risk positions are managed by the Treasury and ALM Department, which uses
investment securities, advances to banks, deposits from banks and derivative instruments to manage the
overall position arising from the Group’s activities. Interest rate risks are assumed by ALM from the
businesses through fund transfer pricing process.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk (continued)
Currency Risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates and arises from financial instruments denominated in a foreign currency. The Board of
Directors has set limits on positions by currency. Positions are closely monitored and hedging strategies
are used to ensure positions are maintained within established limits. At 31 December, the Group had the
following significant net exposures denominated in foreign currencies:

Net spot Forward Net exposure
Position Position 2021 2020
Currencies AED’000 AED’000 AED’000 AED’000
US Dollar 3,505,757 (3,073,890) 431,867 (529,888)
GCC currencies (2,187,297) 2,183,554 (3,743) 42,166
Great Britain Pound 407 1,414 1,821 (717)
Japanese Yen (4,973) 4,667 (306) 7,465
Euro (580,445) 582,820 2,375 20,928
Others 18,583 (8,838) 9,745 5,064
A summary of capital requirement for market risk under standardized approach of Basel Il is set out
below:
2021 2020
AED'000 AED'000
Foreign currency risk 2,828 4,110
Interest rate risk 73,592 61,074
76,420 65,184
Equity risk

The Group has defined in its trading book policy the instruments which the Group is allowed to trade. A
limited trading activity takes place in the equity market, monitored by Risk Management and in line with
Investment Committee (IC) recommendations. Daily stop loss limits as well as portfolio notional limits
are monitored daily and reported to senior management. In addition, the Group has classified an equity
portfolio as FVOCI.

Analysis of equity portfolio:

2021 2020
Publicly traded (quoted): AED'000 AED'000
Equity (note 10) 54,107 93,849
Privately held (unquoted):
Unguoted equity instruments and fund (note 10) 281,389 300,347
Total 335,496 394,196
Analysis of gains or (losses) on equity investments:
2021 2020
AED'000 AED'000
Realised gains on sale 1,186 -
Unrealised (loss) / gain 17,717) 45,104
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9)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Equity risk (continued)
Analysis of capital requirement for equity investments under standardized approach of Basel I11:

2021 2020

AED'000 AED'000

Equity 412 4,663
Unquoted equity instruments and fund 42,725 42,907
Total 43,137 47,570

Operational risk
Operational risk is defined by Basel as “The risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events, this includes legal risk but excludes strategic and
reputation risks”.

The Group’s objective is to manage operational risk, so as to balance the avoidance of financial losses
and damage to the Group’s reputation, with overall cost effectiveness and to avoid control procedures
that restrict initiative, innovativeness and creativity.

The primary responsibility for overseeing the establishment of sound operational risk management
framework and monitoring the operational risk profile of the Group vests with the senior management of
the Group. The Group has set up a cross functional committee named Operational Risk Management
Committee (ORMC) of senior management personnel to formalize this responsibility and closely monitor
key Operational Risks on a pan bank basis to support timely execution of action plans.

Accountability and responsibility is further assigned to the heads of individual units, departments or
branches. This responsibility is supported by the development of overall Group standards for the
management of operational risk in the following areas:

Requirements for appropriate segregation of duties, including the independent authorisation of
transactions to eliminate scenarios involving any conflict of interest;

Requirements for the reconciliation and monitoring of transactions;

Compliance with regulatory and other legal requirements;

Documentation of controls and procedures pertaining to all activities of the bank;

Requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified;

Requirements for the reporting of operational losses and proposed remedial action to avoid its future
recurrence;

Development of contingency plans to ensure continuity of business under all circumstances;

Training and professional development of employees at all levels so as to increase their awareness of the
subject;

Ethical and business standards (through the Group’s approved and functional Code of Conduct);

Risk mitigation, including insurance wherever this is effective; and

Whistle Blowing and Incident Reporting Policies are channels available to all staff for reporting of any
loss events or other wrongdoings.

The Group has an approved framework for end-to-end management of its operational risks, which
involves the active participation of the employees at all levels. The Operational Risk Management plan
places an equal emphasis on the identification, assessment, control and reporting of operational risks and
on quantification of potential risks and resultant losses therein, if any. Reports are produced covering
Operational Risk dashboards, heat-maps, loss matrices, Operational Risk register and loss databases.
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36.
36.1

FINANCIAL RISK MANAGEMENT (CONTINUED)

Operational risk (continued)

The Group has in place an operational risk management system to collate operational risk information in
an automated environment; this has enabled the bank to build operational risk databases to support
migration to more complex approaches for computation of operational risk capital in the future.

Group Risk Management are responsible for embedding bank-wide Operational Risk awareness, by
delivering workshops, seminars and training courses on different operational risk disciplines, for the
employees, throughout the year. As part of the Operational Risk framework in the Bank, Risk and Control
Self Assessments (RCSA) are being carried out by all Business Units to identify and measure their
operational risks and assess the effectiveness of existing controls. Action plans are agreed for any control
weaknesses or unacceptable risks to mitigate the likelihood and / or impact of an Operational Risk event.
Any Operational Risk events that occur are recorded and escalated to ensure timely remedial actions are
taken, to reduce customer dissatisfaction and recover losses.

Moreover, the Group conducts an assessment of disaster recovery and business continuity position, as
well as detailed system risk assessments of all new / upgraded IT systems and assessment of Operational
Risk elements in any new products to be launched or procedures to be implemented. Compliance with
policies and procedures is supported by periodic reviews undertaken by Internal Audit. A review of the
insurance coverage available to the Group is undertaken to maintain oversight of adequacy of insurance
as necessitated by the Basel guidelines. Regular updates are provided to the senior management and the
Board Risk Committee (BRC) to support their mandate to maintain adequate oversight of the Group's
operational risk framework and status of operational risks across all areas of the Group.

CAPITAL MANAGEMENT

Regulatory capital
The Group’s regulator, the Central Bank of the UAE ('CBUAE'), sets and monitors regulatory capital
requirements.

The Group’s objectives when managing capital are as follows:
Safeguard the Group’s ability to continue as a going concern and optimize returns for shareholders;
Comply with regulatory capital requirements set by the Central Bank of the UAE.

The Group’s policy is to maintain a strong capital base so as to maintain investors, creditors and market
confidence and to sustain future development of the business. The impact of the level of capital on
shareholders’ return is also recognised and the Group recognises the need to maintain a balance between
the higher returns that might be possible with greater gearing and the advantages and security afforded
by a sound capital position.

The Group also assesses its capital requirements internally taking into consideration growth requirements
and business plans, and quantifies its Regulatory and Risk / Economic Capital requirements within its
integrated ICAAP Framework. Risks such as Interest Rate Risk in the Banking Book, Concentration Risk,
Strategic Risk, Legal and Compliance Risk, Stress Risk, Insurance Risk and Reputational Risk are all part
of the ICAAP.
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36.
36.1

CAPITAL MANAGEMENT (CONTINUED)
Regulatory capital (continued)

The Group also calculates the Risk Adjusted Return on Capital (RAROC) for credit applications that are
priced on a risk-adjusted basis. RAROC calculations are also built into the Credit Appraisal System.

The CBUAE supervises the Group on a consolidated basis, and therefore receives information on the
capital adequacy of, and sets capital requirements for, the Group as a whole. Effective from 2017, the
capital is computed at a Group level using the Basel Ill framework of the Basel Committee on Banking
Supervision (‘Basel Committee’), after applying the amendments advised by the CBUAE, within national
discretion. The Basel 11l framework, like Basel 11, is structured around three ‘pillars’: minimum capital
requirements, supervisory review process and market discipline.

The Bank's capital base is divided into three main categories, namely CET1, AT1 and Tier 2 (T2),
depending on their characteristics

CET1 capital is the highest quality form of capital, comprising share capital, legal, statutory and other
reserves, fair value reserve, retained earnings, after deductions for intangibles and other regulatory
adjustments relating to items that are included in equity but are treated differently for capital adequacy
purposes under ‘CBUAE’ guidelines.

AT1 capital comprises eligible non-common equity capital instruments.

Tier 2 capital comprises of collective provision which shall not exceed 1.25% of total credit risk weighted
assets.

The CBUAE issued Basel Ill capital regulations, which came into effect from 1 February 2017
introducing minimum capital requirements at three levels, namely Common Equity Tier 1 (‘CET1’),
Additional Tier 1 (‘AT1’) and Total Capital. The minimum capital adequacy requirements as set out by
the Central Bank are as follows:

Minimum common equity tier 1 (CET 1) ratio of 7% of risk weighted assets (RWAS).
Minimum tier 1 ratio of 8.5% of RWA:s.
Total capital adequacy ratio of 10.5% of RWA:s.

Additional capital buffers (Capital Conservation Buffer (CCB) and Countercyclical Capital Buffer
(CCyB) - maximum up to 2.5% for each buffer) introduced over and above the minimum CET1
requirement of 7%.

The Group has complied with all the externally imposed capital requirements.
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36. CAPITAL MANAGEMENT (CONTINUED)

36.2 Capital resources and adequacy

The table below summarizes the composition of regulatory capital and the ratios of the Group as per
BASEL Il1 guidelines and has complied with all of the externally imposed capital requirements to which
it is subject. As per the Central Bank regulation for Basel 11, the capital requirement as at 31 December
2021 is 13% inclusive of capital conservation buffer of 2.5%. However, effective from 15 March 2020
until 30 June 2022, banks are allowed to tap into the capital conservation buffer up to a maximum of 60%
without supervisory consequences, as part of the measures adopted by the CBUAE to help banks deal
with the COVID-19 crisis. The Bank has also applied the standards issued vide its circular dated 12
November 2020 by the CBUAE which includes additional Guidance on the topics of Credit Risk, Market
Risk, and Operational Risk. The Standards support the implementation of the “Regulations re Capital

Adequacy” (Circular 52/2017).

2021 2020
Common equity tier 1 (CET1) capital AED’000 AED’000
Share capital 2,802,734 2,802,734
Legal and statutory reserve 1,401,447 1,401,367
General reserve and other reserves 1,366,663 1,328,025
Retained earnings 5,113,083 4,537,750
Accumulated other comprehensive income (72,764) 26,269
IFRS transitional arrangement 131,522 44,133
10,742,685 10,140,278
Regulatory deductions and adjustments (164,554) (100,504)
Total CET1 capital 10,578,131 10,039,774
Additional tier 1 (AT1) Capital (note 19.2) 2,203,800 2,203,800
Tier 1 capital 12,781,931 12,243,574
Tier 2 capital
Eligible general provision 1,008,978 910,521
Tier 2 capital 1,008,978 910,521
Total regulatory capital 13,790,909 13,154,095
Risk weighted assets (RWA)
Credit risk 80,718,220 72,841,690
Market risk 731,729 665,207
Operational risk 5,746,505 5,494,457
Risk weighted assets 87,196,454 79,001,354
Tier 1 ratio 14.66% 15.50%
Tier 2 ratio 1.16% 1.15%
Capital adequacy ratio 15.82% 16.65%

The Capital adequacy ratio calculation is after netting off the proposed dividend distribution from the

capital base.
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36.
36.2

CAPITAL MANAGEMENT (CONTINUED)
Capital resources and adequacy (continued)

Risk Weighted Capital Requirement

The Group has adopted the standardized approach for credit risk and market risk and basic indicator
approach for operational risk for regulatory reporting purposes. The Group’s risk weighted capital
requirement for credit, market and operational risk are given below:

Risk weights for credit risk

The Group has a diversified funded and unfunded credit portfolio. The exposures are classified as per the
Standard Portfolio approach mentioned under the Central Bank of UAE Basel Il Capital Adequacy
Framework covering the standardized approach for credit risk. The descriptions of the counterparty
classes along with the risk weights used to derive the risk weighted assets are as follows:

Funded exposure

Claims on sovereigns

These pertain to exposures to governments and their central banks. Claims on central banks and
sovereigns are risk weighted in accordance with their ratings from acceptable external credit assessment
institutions (ECAIs). Exposure to the Federal Government and Emirates Government receives 0% risk
weight, if such exposures are denominated and funded in AED or USD. A 0% risk weight is applied to
exposures to GCC sovereigns and their central banks only if these exposures are denominated and funded
in the domestic currency of that sovereign and the Supervisory authority of that sovereign has adopted
such preferential treatment for exposures to its own sovereign and central bank.

Claims on non-commercial public sector entities (PSEs) and government related enterprises (GRE)
Non-Commercial PSEs that are acknowledged by the Central Bank is treated in the same as Claims on
Bank. Exposure to all other PSEs that are not included on the Central Bank’s list must be treated like
exposures to corporates.

Claims on government related entities (entities with greater than 50% government ownership) are risk
weighted in accordance with ratings from acceptable ECAIs. Risk weight of 100% is applied on claims
on unrated government related entities.

Claims on multilateral development banks (MDBs)
All MDBs are risk weighted in accordance with each bank’s credit rating except for those members listed
in the World Bank Group which are risk weighted at 0%.

Claims on banks

Claims on banks are risk weighted based on the ratings assigned to them by external rating agencies,
however, short term claims were assigned more favorable risk weighting.

No claim on an unrated bank would receive a risk weight lower than that applied to claims on its sovereign
of incorporation.

Claims on corporate
Claims on corporate are risk weighted in accordance with ratings from acceptable ECAIs. Risk weight of
100% is applied on claims on unrated corporate.

For unrated exposures to Small and Medium-sized Entities (SME) that do not meet the criteria of
regulatory retail portfolio, an 85% risk weight will be applied.
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CAPITAL MANAGEMENT (CONTINUED)
Capital resources and adequacy (continued)

Risk Weighted Capital Requirement (continued)

Risk weights for credit risk (continued)

Funded exposure (continued)

Claims on regulatory retail portfolio

Retail claims that are included in the regulatory retail portfolio (including SME) are assigned risk weights
of 75% (except for those assets that are past due loans), if they meet the criteria mentioned in the Central
Bank of the UAE Basel I11 guidelines.

Claims secured by residential property

A preferential risk weight of 35% was applied on claims that did not exceed AED 10 million to a single
borrower and the claim was secured by residential property with LTV of up to 85%. If the two criteria
cannot be definitively established or met, then if the exposure meets the criteria for regulatory retail claims
then a 75% risk weight applies. Other claims secured on residential property were risk weighted 100%.

Claims secured by commercial real estate
100% risk weight was applied on claims secured by commercial property.

Past due loans

The unsecured portion of any loan (other than a qualifying residential mortgage loan) that is past due for
more than 90 days, net of specific provisions (including partial write-offs), is risk weighted as follows:

- 150% risk weight when specific provisions are less than 20% of the outstanding amount of loan;

- 100% risk weight when specific provisions are greater than 20% of the outstanding amount of loan.

In the case of residential mortgage, when such loans are past due for more than 90 days it is risk weighted
at 100%. All other assets are classified between 'assets under higher-risk categories' and 'others’; and risk
weighted at the prescribed risk weights.

Unfunded exposure

For credit-related contingent items, the nominal value is converted to an exposure through the application
of Credit Conversions Factors (CCF). The CCF is at 20%, 50% or 100% depending on the type of
contingent item, and is used to convert off balance sheet notional amounts into an equivalent on balance
sheet exposure.

Undrawn commitments to extend credit represent commitments that have not been drawn down or utilized
at the reporting date. The nominal amount provides the calculation base to which the CCF is applied for
calculating the exposure. CCF range between 20% and 50% for commitment with original maturity of up
to one year and over one year respectively and 0% CCF is applicable for commitments which can be
unconditionally cancelled at any time.

Equity Investments in Funds (EIF)

For all equity investments by banks in all types of funds that are held in the banking book (in-scope equity
positions), the RWA is calculated as if the bank held the fund’s exposures directly rather than indirectly
through investment in the fund. The Bank has used a hierarchy of three successive approaches i.e. Look-
through approach (LTA), Mandate-based approach (MBA) and Fall-back approach (FBA) with varying
degrees of risk sensitivity and conservatism, as required in the standards. Further, leverage adjustment to
RWA is also incorporated to reflect a fund’s leverage appropriately as described in the standards.
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37.

CAPITAL MANAGEMENT (CONTINUED)
Capital resources and adequacy (continued)

Risk Weighted Capital Requirement (continued)

Risk weights for market risk

Capital requirement for market risk is calculated using standardized approach. The capital requirement
for market risk is analysed into capital requirement for interest rate risk, equity risk, foreign exchange
risk and option risk.

Risk weight for operation risk

Capital requirement for operation risk is calculated using basic indicator approach. This capital charge
was computed using basic indicator approach by multiplying the three years average gross income by a
predefined beta factor.

COMPARATIVE FIGURES
Certain comparative figures have been reclassified to conform to the presentation adopted in these
consolidated financial statements, the effect of which are considered immaterial.
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Chairman'’s Letter

Chairman’s Message to Shareholders on
Corporate Governance

| am pleased to present the Corporate
Governance Report for 2021. The report
demonstrates our firm commitment to comply
with all applicable laws and regulations and to
maintain a governance framework of the highest
international standards. This report describes
the governance structures, practices and policies
that the Commercial Bank of Dubai PSC (“CBD")
adheres to in order to ensure the independence
and integrity of governance controls for decision
making.

The Bank subscribes to the principles of integrity,

accountability and transparency in its manner = Stakeholders Engagement Policy
of doing business; dealing fairly with its clients,
investors, shareholders, the communities and
various publics affected by its activities.

= Board of Directors Selection, Suitability and
Diversity Policy
= Induction Policy

The Bank has continued in 2021 to set up = Directors' Test of Independency Policy

corporate governance standards aligned with - Board Performance Evaluation Policy
UAE and international best practices. The Bank , - .
= Directors Continuing Professional

considers corporate governance to be a dynamic Devel t Poli
concept, with rules, systems and processes sieopment o

progressing in line with new insights and » Policy on Relationship with External
regulations. Therefore, the Bank does not only Auditors

adhere to the Governance Regulations issued = Corporate Social Responsibility Policy
by the relevant authorities in the UAE but also « Bank's Reward Policy

at international standards for developing good

. = Executive Selection Policy
corporate governance policies.

= Executive Remuneration Policy

New Corporate Governance Manual. During « Related Party Transactions Policy
its meeting held on 28 July 2021, the Board
of Directors adopted a fully revised edition . _
of the Bank's Corporate Governance Manual = Disclosure Policy
and its annexes. The corporate governance
framework laid down in the Manual governs
the responsibilities and duties of the Board and
Management to the shareholders and other
stakeholders toward the promotion of a strong
corporate governance culture. Amongst others,
the Board of Directors adopted policies covering
the following:

= Employees Code of Conduct

= Shari'ah Governance Framework

The Bank continuously strives to raise corporate
governance standards to a level that is at par
with global standards. The Board of Directors
and Management commit themselves to adhere
to the highest principles of good corporate
governance as embaodied in the Bank’s Articles
of Association and the Corporate Governance
Manual.

Board Committees and Induction Program.
With the new Board of Directors elected in
March 2021, four (4) committees of the Board

= Non-Executive Directors’ Code of Conduct
= Suppliers’ Code of Conduct



were formed, being the Board Executive
Committee, the Audit Committee, the Risk &
Compliance Committee and the Remuneration
& Nomination Committee. An induction program
was conducted for the new directors. It covered,
inter alia, the organization structures, overview
of various business groups of the Bank, IT
Developments, IT Security, and HR and Training.

Board Effectiveness. In December 2021,
the Board conducted an assessment of its
effectiveness. With an objective to continuously
improve Board's governance, the Bank had
engaged Hawkamah as a reputed external
consulting organization, which assisted in
laying down parameters for the performance
evaluation of Directors, Chairman, Board Level
Committees and also assisted in facilitating
the overall evaluation process. Results will be
finalized in Q1 2022 and will be disclosed in next
year's governance report. We will continue to
work on the Board of Directors’ confidence in the
governance values of the Bank, the synergy that
exists amongst the Board of Directors and the
collaboration between the Chairman, the Board
and Management.

Directors Continuing Professional Development.
Moreover, in light of the varied demands being
increasingly placed on the Boards of Banks in
terms of governance as well as theimportance of
Directors' continuing professional development,
the Board attended three (3) workshops on
topics covering the latest developments in the
industry as well as the changing role of the
Bank. The themes of the workshops covered
Compliance, IFRS9 and Corporate Governance.

Effectiveness of Internal Control System.
The Board of Directors, assisted by the Audit
Committee is responsible for ensuring that an
adequate and effective internal control system
exists in the Bank and that Senior Management
is maintaining and monitoring the performance
of that system. More details are contained in
this Report. The Board members are of the
opinion that the functioning of the internal
control system is effective and nothing has
come to their attention that causes them to
believe that the system of internal control has
not been properly designed or implemented or
that effective and efficient internal controls have

not been in place throughout the year 2021.

Stakeholder Engagement. The ultimate goal of
strengthening corporate governance systems is
to improve enterprise value. We have published
our 2021 ESG Report and we will be publishing
the 2021 Annual Report shortly. The Board will
continue to make dedicated efforts to increase
effectiveness and transparency and to help
improve enterprise value. We believe that
collaboration and regular interaction with all
stakeholder groups is essential to the Bank's
long-term resilience and to the effectiveness
of our integrated sustainability approach.
Stakeholder engagement is undertaken with
a far broader aim than merely communicating
'to’ various stakeholder groups. Rather, CBD
considers its various stakeholders as key
partners in its endeavors. Our Annual General
Assembly Meeting is an excellent opportunity to
meet our investors face-to-face.

Finally, | want to take this opportunity to thank
all my colleagues on the Board for their support
in this special year. We all firmly believe that
strong corporate governance practices within
a well-established framework will continue to
provide solid foundations for sustainable growth
in the future.

H.E Humaid Mohammad Al Qutami



Group Structure as of 31 December 2021
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I. The Board of Directors

1. Board Composition, Appointment and Tenure

Commercial Bank of Dubaiis a public joint stock company established under the laws of the United Arab
Emirates in accordance with Federal Law by Decree No.2 of 2015 related to Commercial Companies
as amended from time to time. As per Article 19 of its Articles of Association, the Bank is overseen
by a Board of Directors consisting of eleven directors: a Chairman, a Vice-Chairman and nine other
directors. Each director shall be elected by the shareholders and shall hold their position for a term of
three years.

During the General Assembly Meeting held on 17 of March 2021, an election of the board members
was held: eleven (11) directors were elected. Overall, nine (9) directors were re-elected and two (2)
new members joined the Board. Mr. Hamed Kazim and Dr. Omar Al Qaizi did not stand for reelection
at the General Assembly Meeting. The shareholders’ meeting elected H.E Sultan Al Mansoori and Mr.
Hamad Omar Abdulla Al Futtaim as new members of the Board of Directors. For details of their profile,
please refer the below point 3 (Board Membership).

The Board is composed of nine independent directors and two non-independent directors based on a
test of independence conducted in 2021.

2. Selection of Board Members

The Board of Directors in its meeting held on 28 July 2021 approved its new Corporate Governance
Manual (the “Manual”). The Manual contains the Board of Directors Selection, Suitability and Diversity
Policy. The purpose of the policy is to establish the fundamental principles and criteria for assessing
suitability of the members of the Board of Directors, in particular the procedures covering the selection
and diversity of members of the Board of Directors. The Remuneration & Nomination Committee shall
be responsible for the selection processes of CBD Directors. The Committee may rely on the advice
and collaboration of specialized consulting companies or any other external advisor in the selection
processes.

Within the framework of the selection process for Directors, candidates to be appointed as members
of the Board of Directors must meet requirements of trustworthiness, knowledge, experience,
compatibility and dedication, all in accordance with applicable regulations and in line with the suitability
provisions included in this Policy.

After the publication of the call for nomination to the Board membership, which should be open for a
period of at least ten (10) days, the list of candidates is sent to the Central Bank of the UAE for their
approval.

Once the approval from the Central Bank of the UAE is received, the Board Secretary shall call for a
meeting of the Remuneration & Nomination Committee with the sole item on the agenda being the
review and validation of the final shortlist of candidates.

Before the meeting, the Remuneration & Nomination Committee shall have completed a preliminary
analysis of the needs of the Bank, taking into account, in particular, the knowledge and experiences
already embedded within the members of the Board, in order to favor diversity in its composition.

In this regard, and whenever possible, proposals for appointment will consider a restricted list
containing a shortlist of suitable candidates that takes into account, among other aspects, the diversity
objectives set outin this Policy. Likewise, the Board of Directors of CBD shall have members who, taken
together, have sufficient professional experience in the governance of credit institutions to ensure the



effective capability of the Board of Directors to make decisions independently and autonomously for
the benefit of the Bank. The minutes of the Committee meeting shall reflect the reasons behind the
selection of the shortlist.

The final list is then sent to the Securities and Commodities Authority and Dubai Financial Market and
published on the official website of the Bank.

In any case, in the process of selecting Directors any type of implied bias that could involve any
discrimination will be avoided. In particular, the Remuneration & Nomination Committee as the body
responsible for the selection process for members of CBD's Board of Directors, will endeavor to adopt
measures to ensure that, to the extent possible, the objective of members of the Board of Directors is
met under the terms and proportion established in the applicable laws and regulations.

For the election of Board members in March 2021, the notice for board membership was published
in the newspapers (Arabic and English) on 20 December 2020. The closing date for receiving the
applications was on 7 January 2021. On 17 December, letters were sent to the shareholders holding
5% or more in the Bank’s capital encouraging them to send their nominees during the deadline and to
be in full compliance with the regulatory requirements. Following receipt of all documents related to
the different candidates, the Board Secretary sent all the documents of the different candidates to the
UAE Central Bank as per the requirements of the 2019 UAE CB Regulations on Governance of Banks.
The UAE Central Bank approved the candidates between 4 and 18 February 2021.

The Remuneration and Nomination Committee in its meeting held on 24 February 2021 and after
reviewing the profile of all candidates approved by the UAE Central Bank individually and assessing
the requirements for collective suitability of the Board of Directors as a whole:

= Noticed that there is only one female candidate which represents less than 10% of the total
number of candidates. This was not in compliance with the 2019 UAE Central Bank Regulations
on Corporate Governance. The Committee will assess in the future the reasons of the shortfall
and take any necessary action to endeavor to meet the requirements for the next board
elections to be held in 2024.

= Noticed that the candidates are having the key skills and experience that the CBD Board is
looking to achieve in its membership.

= Noted that the candidates, if elected, will operate as a team, focused on the long-term success
of the business and comprise different personalities, experiences and viewpoints.

= Welcomed the diversity of the candidates in terms of experience and age.

= Noted that the below skills are covered:



Number of Directors Skills and Experience
Strategy, Financial Acumen and Commercial Acumen 11

Banking and/or Financial Services 9

Technology 3

Leadership role in organizations of significant size /

Workplace culture B
Remuneration 5
Audit, Risk Management and Compliance 9

Islamic Finance 3




3. Board Membership

Name of the Director H.E. Humaid Mohammad Obaid Yousuf Al Qutami

Executive/ Non-Executive Non-Executive Chairman

Election/Nomination Elected as Board Member on
During Current Term 17 March 2021 and elected as
Chairman of the Board on 17
March 2021
Board Member Since March 2015
End of Current Term March 2024
Independent/Non- Independent
Independent
Qualifications Master's Degree in Administration from the Western Michigan

University, USA

Experience : He is the Chairman of the Federal Authority for Government Human Resources, Chairman of the
Board of Trustees of Hamdan Bin Rashid Al Maktoum Award for Distinguished Academic Performance, Chairman
of the Board of Trustees of the Sharjah Voluntary Work award and Chairman of the Board of Directors for Emirates
Transport and Services Corporation. He was until January 2021 the Director General of Dubai Health Authority.
Prior to which he has held the position of UAE's Minister of Education, the UAE Minister of Health amongst many
high other profile positions.

Name of the Director H.E. Sultan Saeed Al Mansoori

Executive/ Non-Executive Non-Executive Vice Chairman

Election/Nomination During Elected as Board Member on

Current Term 17 March 2021

Board Member Since March 2021

End of Current Term March 2024

Independent/Non-Independent Independent

Qualifications Bachelor of Science in Engineering from Arizona State

University and Diploma in Computer System Analysis from the
Institute of Computer Technology, Los Angeles, California -
USA

Experience : He is the Chairman of the Supreme Committee for Consumer Protection , Chairman of the Coordinating
and Economic Cooperation Committee, Chairman of the National Committee for the Follow-up Program of Investment
Climate, Chairman of the UAE international Investors Council, Chairman of The UAE SME Council Chairman of the
insurance Authority, Chairman of the Federal Civil Aviation Authority, Chairman of The Dubai Islamic Economy
Development Centre, Chairman of The Emirates Authority For Standardization & Metrology, Chairman of CSR UAE
Fund Board of Trustees, Member of Education and Human Resources Council, Member of the Ministerial Committee
for Legislation, Member of the National Committee on Population Composition, Member of the Committee of Finance
and Economy,.



Name of the Director Ahmad Abdulkarim Julfar
Executive/ Non-Executive Non-Executive
Election/Nomination During Elected as a representative
Current Term of Investment Corporation of

Dubai as Board Member on
17 March 2021

Board Member Since March 2018
End of Current Term March 2024
Independent/Non-Independent Independent
Qualifications Degrees in Civil Engineering and Computer Science from the

Gonzaga University in Washington, USA.

Experience : He has been Director of Emirates Integrated Telecommunications Company PJSC since
March 2018. Mr. Julfar served as Group Chief Executive Officer of Etisalat from July 2011 to March
2016. He served as a Director of The National Bank of Ras Al-Khaimah (P.S.C.) until March 2018.

Name of the Director Abdullah Salim Obaid Al Turifi Al Shamsi

Executive/ Non-Executive Non-Executive

Election/Nomination During Elected as Board Member on 17

Current Term March 2021

Board Member Since March 2018

End of Current Term March 2024

Independent/Non-Independent Independent

Qualifications Bachelor of Business Administration and Political Science

from the UAE University and the Honorary Fellowship of the
Institute of Securities and Investment (CISI) in London

Experience : He is the Chairman of the Sharjah Social Security Fund and Chairman of the Board of
Trustees of the Sharjah Award for Doctoral Dissertations in Management Science. He is also member
of the Board of Directors of the Business Company of the American University of Sharjah. He was the
Chief Executive Officer of the Securities and Commodities Authority (“SCA”) from 2003 to 2015. He
was also the Chairman of Trustee of the SCA training center. He was appointed in 2007 until 2010
as the Secretary General of the Union of Arab Securities Commissions. He was also Board member
of the Emirates Industrial Bank in 2010 - 2011. He is the founder and first director of the Hamriyah
Industrial Free Zone, and Vice Chairman of the Board of Directors of Depa PLC in 2018.



Name of the Director Abdulla Saif Obaid Al Hathboor
Executive/ Non-Executive Non-Executive
Election/Nomination During Elected as Board Member on 17
Current Term March 2021

Board Member Since March 2008

End of Current Term March 2024

Independent/Non-Independent Non-Independent

Qualifications Bachelor’s degree in Accounting & Business Administration
from the Al Ain University, UAE

Experience :He is the Chairman and Managing Director of Al Hathboor Group LLC, a Board member
of Best food Company and Al Jadeed/Dubai Automatic Bakeries, Emirates Institute of Banking &
Finance and Dubai Municipality Rent Committee.

Name of the Director Abdul Wahed Mohamed Al Fahim
Executive/ Non-Executive Non-Executive
Election/Nomination During Elected as a representative of
Current Term Investment Corporation of Dubai
as Board Member on 17 March
2021
Board Member Since March 2018
End of Current Term March 2024
Independent/Non-Independent Independent
Qualifications Bachelor’s degree in Business Administration Management

from St. Edward's University

Experience : He is board member of EGA since 2014. He also acts as Chairman of NASDAQ Dubai
Limited and serves as a Board member of DUBAL Holding LLC and Emirates Development Bank

Mr. Al Fahim has over 25 years of banking and finance experience with the Emirates NBD Group having
served as a Board member of both Emirates NBD Capital and Emirates NBD Asset Management.
Mr. Al Fahim served as General Manager of both the Corporate and Wholesale Banking divisions of
Emirates NBD Bank before his appointment as Group Deputy Chief Executive Officer of the Bank in
20009.



Name of the Director Ali Fardan Ali Al Fardan

Executive/ Non-Executive Non-Executive

Election/Nomination During Elected as Board Member on 17

Current Term March 2021

Board Member Since March 2011

End of Current Term March 2024

Independent/Non-Independent Independent

Qualifications Bachelor of Science (Major in Information System) from the

Metropolitan State College, USA

Experience : He is currently member of the Board of Directors of Dubai Investment PJSC and Al Mal
Capital. He is the Chairman of Al Fardan Holdings LLC, Chairman of The First Investor LLC, Managing
Director of Al Fardan Real Estate, Chairman of Carlton Hospitality and Management, and the Vice
Chairman of Naif Marine Co. PJSC.

Name of the Director Buti Saeed Mohamed Al Ghandi

Executive/ Non-Executive Non-Executive

Election/Nomination During Elected as Board Member on 17

Current Term March 2021

Board Member Since March 2015

End of Current Term March 2024

Independent/Non-Independent Independent

Qualifications Bachelor's Degree in Business Administration & Finance from

George Washington University, USA.

Experience : He is the Managing Director of Al Ghandi Investment Co. and Chairman of the Board of
Emirates Investment and Development Company PSC. He is also the Managing Director of Meethaq
Employment Agency, Chancellor of the Canadian University of Dubai and Vice Chairman of Dubai
World Trade Centre. He holds directorships on the Board of the Dubai Chamber of Commerce. He was
member of the Board of Zakat Fund and served as a Director of Union National Bank PJSC, Oman
Insurance Company, Dubai Islamic Bank and Union National Bank in Egypt.
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Name of the Director Khalid Abdulwahid Hassan Al Rostamani
Executive/ Non-Executive Non-Executive

Election/Nomination During Elected as Board Member on 17

Current Term March 2021

Board Member Since March 2008

End of Current Term March 2024

Independent/Non-Independent Non-Independent

Qualifications Bachelor’s degree in Finance from the George Washington
University, USA

Experience : He was appointed as Deputy Chairman to the Board of Commercial Bank of Dubai from

2012 to 2018.

Mr. Al Rostamani is the Chairman of the A.W. Rostamani Group of Companies and a founder and
Chairman of BCD Travel, Transport and Freight Forwarding. He is also a Board Director of Dubai

Insurance Company (P.S.C.) and Etisalat.

Name of the Director Sheikh Maktoum Hasher Maktoum Juma Al Maktoum
Executive/ Non-Executive Non-Executive

Election/Nomination During  Elected as Board Member on 17 March

Current Term 2021
Board Member Since March 2015
End of Current Term March 2024

Independent/Non- Independent

Independent

Qualifications Bachelor of Science degree in Business Administration and Finance
from Boston University, USA

Experience : He is currently the Chief Executive Officer of Al Fajer Properties LLC. He served as
an Executive Chairman of SHUAA Capital PSC from April 2012 to February 2015. He served as
an Executive Chairman of Gulf Finance Corporation PJSC. He serves as the Chairman of Dubai
International Holding Company. He served also as Director of SHUAA Capital PSC from February
2011 to February 2015. He is also a Founding Investor of Virgin Megastores in the UAE.



Name of the Director Hamad Omar Al Futtaim

Executive/ Non-Executive Non-Executive

Election/Nomination During Elected as Board Member on 17

Current Term March 2021

Board Member Since March 2021

End of Current Term March 2024

Independent/Non-Independent Independent

Qualifications Bachelor of Science in Business Administration from

Northeastern University, Boston, USA

Experience : He is a Director of Business Transformation of Al Futtaim Group and a Managing
Director of Al Futtaim Logistics.
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4. Directors’ Shareholdings

Number of Number of

Director Shares in Shares in Change in.
CBD asat CBD asat Shareholding
31/12/2020 31/12/2021

H.E. Humaid Mohammad Obaid Yousuf Al Qutami Nil Nil Nil

Ahmad Abdulkarim Julfar Nil Nil Nil

Abdullah Salim Obaid Al Turifi Al Shamsi Nil Nil Nil

Abdulla Saif Obaid Al Hathboor 1,337,004 1,537,004 200,000

Abdul Wahed Mohamed Al Fahim Nil Nil Nil

Ali Fardan Ali Al Fardan Nil Nil Nil

Buti Saeed Mohamed Al Ghandi Nil Nil Nil

H.E. Sultan Saeed Al Mansoori Nil Nil Nil

Khalid Abdulwahid Hassan Al Rostamani 4,061,536 4,061,536 Nil

Hamad Omar Al Futtaim Nil Nil Nil

Sheikh Maktoum Hasher Maktoum Juma Al Maktoum 136,722 136,722 Nil

5. Management of Conflict of Interest

As per the Non-Executive Directors’ Code of Conduct, a Director shall avoid or withdraw from
participation in any activity or situation that places the Director in a real, potential or apparent conflict
of interest relative to that Director’'s duties and responsibilities. A Director who:

= isaparty to a contract or transaction or a proposed contract or transaction with the Bank;

= isadirector or officer of, or has an interest in, any person who is a party to a contract or
transaction or a proposed contract or transaction with the Bank;

= isoris likely to be affected by any action taken or proposed to be taken by the Bank; or

= is adirector or an officer of, or has an interest in, any person who is or is likely to be affected by
any action taken or proposed to be taken by the Bank

shall disclose to the Bank in writing or by requesting to have it entered in the minutes of a meeting of
the Board, the nature and extent of such interest.

The disclosure required above shall be made as soon as the Director becomes aware of the contract,
transaction or action. A Director who is required to make a disclosure on any resolution to approve
the contract, transaction or action unless it relates to Directors' recommended annual remuneration,
shall not communicate with other Board members about the decision, shall absent him/herself from
the discussion of such operation in the Board and shall abstain from voting on such decision. Any such
declaration concerning a decision of the Board shall be included in the minutes of the meeting.

For the purposes of the required disclosure, a general verbal notice to the Board by a Director, declaring



that the Director is a director or officer of, or has a material interest in, a person, and is to be regarded
as interested in a contract or transaction entered into with that person or an action that affects that
person, is a sufficient declaration in relation to a contract or transaction with that person, or action
that affects that person. Members of the Board of Directors shall also be duly bound to conduct
themselves honestly and sensitively with respect to acceptance of certain functions, perquisites or
assignments which could conflict with the knowledge acquired by them in the performance of their
duties as Members of the Board. They shall continue to be bound by this obligation after termination
of their mandate.

Members of the Board of Directors shall not allow other direct or indirect professional relationships
to affect in any way the conduct of their activities for the Bank, and vice versa. Members of the Board
shall declare, in writing, at the time of their appointment to the Company Secretary any other official/
professional position(s) held by them. They shall also inform immediately the Company Secretary of
any changes related to the declared position(s) during the term if their mandate.

If members of the Board envisage to undertake an activity which may give rise to a conflict of interest

as regards his/her duties and responsibilities as a member of the Board of the Bank he/she shall
inform in writing the Chairman of the Board, who shall determine after consulting the Chief Legal &
Governance Officer whether accepting such position would be compatible with the Directors duties
and responsibilities as a member of the Board.

The Board Secretary maintains aregister of Conflict of Interest for Board members and Senior Management.
In 2021, 13 cases of conflict of interest were voluntarily highlighted by the Board members during the
Board or its Committees’ meetings. All those directors did not participate in the decision process.

6. Responsibilities of the Board of Directors

The Board of Directors plays anintegral role in the governance of the Bankand its responsibilitiesinclude
approving the Bank’s strategy; setting its risk appetite and risk management strategy; monitoring its
financial performance; establishing the corporate governance framework; and approving the Bank’s
corporate values. In discharging their duties of care, confidentiality and loyalty to the Bank, the main
general responsibilities of members of the Board include, but are not limited to:

a. Overviewing the affairs of the Bank and keeping up with material changes in the Bank's
business and the external environment as well as acting in a timely manner to protect the long-
term interests of the Bank;

b. Overseeing the development of and approving the Bank’s business objectives and strategy, and
monitoring their implementation;

Playing a lead role in establishing the Bank's corporate culture and values;

d. Overseeing implementation of the Bank’s governance framework and periodically reviewing it to
ensure that it remains appropriate in the light of material changes to the Bank’s size, complexity,
business strategy, markets and regulatory requirements;

e. Establishing, along with senior management, the Bank's risk appetite, taking into account the
competitive and regulatory landscape and the Bank's long-term interests, risk exposures and
ability to manage risk effectively;

Overseeing the Bank's adherence to its risk appetite and risk limits;

g. Approving and overseeing the implementation of key policies including, but not limited to, the
internal capital adequacy assessment process, policies for liquidities and compliance, and the
internal control system and record management policy;

h. Requiring that the Bank maintains a robust finance function responsible for accounting and
financial data;



i. Approving the annual financial statements and requiring periodic independent review of critical
areas of the Bank;

j. Approving the selection of and overseeing the performance of senior management;

k. Overseeing the Bank's approach to compensation, including monitoring and reviewing executive
compensation and assessing whether it is aligned with the Bank’s culture, risk appetite and
shareholders’ interest; and

| Ensure compliance with Islamic Shari'ah rules and principles. The Board is responsible for
the complete supervision of the Islamic window of the Bank and ensuring the adequacy of
the Shari'ah governance framework to the activities and the size of the window. The Board is
responsible for nominating members of the Internal Shari'ah Supervision Committee (ISSC) to
the General Assembly of the Shareholders. The Board also ensures the development, approval
and implementation of internal policies related to the Islamic window and compliance with
Islamic Shari'ah in coordination with ISSC.

The members of the Board of the Bank are responsible for the implementation of an effective risk
management culture and internal controls across the Bank and its subsidiaries and affiliates. In order
to promote a sound corporate culture, members of the Board must establish the “tone from the top”
by:
a. Setting and adhering to corporate values that create expectations that all business must be
conducted in a legal and ethical manner, and overseeing the adherence to such values by senior
management and other employees;

b. Promoting risk awareness within a strong risk culture, conveying the Board's expectation that it
does not support excessive risk-taking and that all employees are responsible for ensuring that
the Bank operates within the established risk appetite and risk limits;

c. Confirming that appropriate steps have been taken to communicate throughout the Bank the
corporate values, professional standards and codes of conduct approved by the Board, together
with supporting policies; and

d. Confirming that employees, including senior management, are aware that appropriate
disciplinary or other actions will follow unacceptable behaviors and transgressions.

Furthermore:

a. The Board approved risk governance framework incorporates a “three lines of defence”
approach including senior management of the business lines, the functions of risk management
and compliance, and an independent and effective internal audit function and internal Shari'ah
supervision committee.

b. The Bank's corporate culture recognizes the critical importance of timely and frank discussion
and escalation of problems to higher levels. Employees must be encouraged and must be able
to communicate, confidentially and without the risk of reprisal, legitimate concerns about illegal,
unethical or questionable practices. This includes communicating material concerns to the
Central Bank.

c. The Board ensures implementation of a whistleblowing policy and ensures that senior
management appropriately addresses legitimate issues flagged through the whistleblowing
mechanism. The Board is responsible for ensuring that staff who raise concerns are protected
from detrimental treatment or reprisals. The Board oversees and approves how and by whom
legitimate material concerns are investigated and addressed, including by an objective internal
or external body, senior management, and/or by the Board itself.

d. The Board must ensure implementation of a code of conduct for all stakeholders including board
members, employees and suppliers. The code of conduct is intended to focus on areas of ethical



risk, provide guidance to help recognizing and dealing with ethical issues, provide mechanisms
to report unethical conduct, foster a culture of honesty and accountability, deter wrongdoing
and promote transparency.

e. The Board provides oversight of senior management. It holds members of senior management
accountable for their actions and enumerate the consequences if those actions are not aligned
with the Board's expectations. This includes adhering to the Bank’s values, risk appetite and risk
culture, regardless of financial gain or loss to the Bank. Oversight by the Board includes, butis
not limited to:

= Monitoring that senior management's actions are consistent with the strategic objectives and
policies approved by the Board;

= Meeting regularly with senior management;
= Critically reviewing explanations and information provided by senior management;

= Setting appropriate performance and compensation standards for senior management
consistent with the long-term strategic objectives and the financial soundness of the Bank;

= Assessing whether senior management's collective knowledge and expertise remain
appropriate given the nature of the business and the Bank's risk profile; and

= Actively engaging in succession planning for the Chief Executive Officer and ensuring that
appropriate succession plans are in place for senior management positions.

The Board must ensure that Senior Management implements, consistent with the direction given
by the Board, systems, processes and controls for managing the risks to which the Bank is exposed
and for complying with laws, regulations and internal policies. This includes comprehensive and
independent risk management, compliance and audit functions, as well as an effective overall system
of internal contrals.

7. Board Meetings

The Board and Committee meetings schedule and timings are established at the beginning of each
year. The calendar of board and committee meetings is circulated in advance to facilitate board and
committee members to plan their schedule and ensure meaningful participation in the meetings.
Meetings may be re-scheduled if warranted and with the Chairman’s approval.

The agenda for board meetings is prepared by the Board Secretary in liaison with the Chairman and
the Chief Executive Officer. Board papers are circulated five business days in advance of a meeting.

The Board of Directors is required to consider topics that are fundamental to the direction of the
Bank, such as business performance, long-term planning, strategy, risk appetite and management,
succession planning, and human resources.

Board members receive a regular flow of information and reports relevant to the fulfillment of their
role. Board papers encompass reports from the Chief Executive Officer, Chief Financial Officer and
others on a regular and scheduled basis. Formal minutes of the different committee meetings are
included in the board file and the Chairman of each committee gives an update to the board members
at the beginning of each board meeting on important items discussed in the committee meeting

In 2021, the Board of Directors held eight (8) meetings. The key business discussed at the main board
meetings throughout the year is detailed below:



No.  Date Main Topics

1 10 February 2021 = Update on the committees’ meetings
= Approval of 2020 financial results
= Approval of the Annual General Meeting agenda

2 17 March 2021 = Election of the Chairman and the Vice-Chairman
= Committees Composition and Structure

3 11 April 2021 = Update on the committees’ meetings
= Strategy update
= Islamic Financing — Shariah Governance Update
= Honoring Previous Board Members

4 28 April 2021 = Update on the committees’ meetings
= Approval of the Q1 2021 financial results
= Corporate Governance Matters

5 28 July 2021 = Update on the committees’ meetings
= Approval of the H1 2021 financial results
= Approval of the Corporate Governance Manual and its annexes
= Board Training Session on Compliance

6 29 September 2021 =  Update on the committees’ meetings
= Update on UAE Central Bank Baseline Examination Report &
Compliance

= Emiratization — Update

= Introduction and Update on Internal Sharia Supervision
Committee

7 27 October 2021 = Update on the committees’ meeting
= Board Training session on Corporate Governance
= Approval of the Q3 2021 financial results
= Update on UAE Central Bank Remediation Program
= Update on Emiratization
= Board Training session on IFRS 9

8 15 December 2021 = Update on the committees’ meetings
= Presentation on the process of the Board Assessment and
Evaluation

= Financial and budget plan for 2022

= Update on UAE Central Bank Remediation Program
= Update on Emiratization

= Opening of the Bank's Digital Lab



8. Board Meetings’ Attendance

Number of
Board Members Meetings Attended
H.E Humaid Mohammad Obaid Yousuf Al Qutami - Chairman 8/8
H.E Sultan Saeed Al Mansoori - Vice Chairman 6/8
Abdulla Saif Obaid Al Hathboor - Member 8/8
Abdullah Salim Obaid Al Turifi Al Shamsi - Member 8/8
Abdul Wahed Mohamed Al Fahim - Member 8/8
Ali Fardan Ali Al Fardan - Member 8/8
Buti Saeed Mohamed Al Ghandi - Member 8/8
Ahmad Abdulkarim Julfar - Member 7/8
Khalid Abdulwahid Hassan Al Rostamani - Member 5/8
Hamad Omar Al Futtaim - Member 6/8
Sheikh Maktoum Hasher Maktoum Juma Al Maktoum - Member 5/8

9. Board Remuneration

Accordingtoapplicable laws and Article 60 of the Bank’s Articles of Association, directors’' remuneration
shall not exceed 10% of the annual profit. As at 31 December 2021, the Bank’s directors were not
eligible for any bonus, long-term or other incentive schemes. Directors do not receive any pension
benefits from the Bank.

CBD does not pay any sitting fees for board meetings. However, CBD does pay an amount of AED
20,000 as sitting fee per meeting per director for attendance of the different committees.

Directors’ remuneration is set annually by the Bank's shareholders based on a recommendation
from the board. In 2020, board members received the amount of AED 15.4 Million as remuneration
(excluding VAT). Below the details of the amounts received by the Board members in April 2021 as
2020 remuneration in application of the resolution of the Annual General Meeting. In 2022 (for the
financial year 2021), the remuneration of the Directors will be submitted for approval by the Annual
General Meeting of the shareholders. The Board recommended an increase of 25% of the remuneration
compared to the financial year 2020:



Board Members Payment Received in AED
H.E Humaid Mohammad Obaid Yousuf Al Qutami - Chairman 2,000,000
Ahmad Abdulkarim Julfar - Vice Chairman 1,340,000
Abdulla Saif Obaid Al Hathboor - Member 1,340,000
Abdullah Salim Obaid Al Turifi Al Shamsi - Member 1,340,000
Abdul Wahed Mohamed Al Fahim - Member 1,340,000
Ali Fardan Ali Al Fardan - Member 1,340,000
Buti Saeed Mohamed Al Ghandi - Member 1,340,000
Hamed Ahmed Mohamed Agil Kazim - Member 1,340,000
Khalid Abdulwahid Hassan Al Rostamani - Member 1,340,000
Omar Mohammad Ali Al Qaizi - Member 1,340,000
Sheikh Maktoum Hasher Maktoum Juma Al Maktoum - Member 1,340,000

In 2021, CBD paid to the Directors a total amount of AED 3,260,000 (VAT not included) as Committees’
sitting fees during 2021 as per the below details:

Number of
Committees Total Sitting Fees
Meetings in (AED VAT not
Board Members Attended included)
H.E Humaid Mohammad Obaid Yousuf Al Qutami - Chairman - -
H.E Sultan Saeed Al Mansoori - VVice Chairman 16 320,000
Abdulla Saif Obaid Al Hathboor - Member 14 280,000
Abdullah Salim Obaid Al Turifi Al Shamsi - Member 11 220,000
Abdul Wahed Mohamed Al Fahim - Member 27 540,000
Ali Fardan Ali Al Fardan - Member 12 240,000
Buti Saeed Mohamed Al Ghandi - Member 28 560,000
Ahmad Abdulkarim Julfar - Member 26 520,000
Khalid Abdulwahid Hassan Al Rostamani - Member 16 320,000
Hamad Omar Al Futtaim - Member 6 120,000

Sheikh Maktoum Hasher Maktoum Juma AlMaktoum - Member 7 140,000



10. Board Continuing Professional Development
The Board adopted the Directors Continuing Professional Development Policy on 28 July 2021.

The purpose of the Policy is to promote long-term and sustainable development of the Bank via
continuous improvement of the effectiveness of the Board of Directors. Allmembers of the Board of the
Bank are encouraged to partake in professional development. Continuing professional development
of the Directors is the maintenance, enhancement and continuous improvement of their knowledge,
skills and abilities. The objective is to ensure that Directors are equipped to give effective oversightin
a dynamic and changing environment.

Members of the Board of Directors should have the necessary knowledge and experience, but cannot
be experts in all fields. Therefore, there arises the necessity to expand and advance the knowledge of
members of the Board of Directors. The Board of Directors Selection, Suitability and Diversity Policy
established the Directors' Abilities Matrix and the Board of Directors should ensure that its members
receive the requisite continuing development in the areas specified in the matrix. The Remuneration &
Nomination Committee is responsible for annually reviewing the requisite skills and characteristics of
its members in compliance with the Directors’ Abilities Matrix.

The goals of the Policy are to:

- Improve the effectiveness of the Board of Directors viaimplementation of a systematic and structured
mechanism for the development of skills and qualifications of members of the Board of Directors;

- Increase the level of understanding by members of the Board of Directors of the Bank's operations
and related risks; and

- Improve the culture of sound business management by keeping the Board of Directors updated on
the most recent developments in the different fields composing the Directors’ Abilities Matrix.

Given the importance of Corporate Governance, Compliance and Anti Money Laundering, and IFRSS, in
2021 the Board attended three sessions on these specific topics as per the below table:

Board Continuing Professional Development Schedule for 2021

. . Delivery
Date Topic VVendor Name Time Method
28th July F|n§QC|aI Crimes CCL Academy 10 a.m. Online
Training
27th October Corporate Hawkamah 9am. Online
Governance

27th October IFRS 9 Moody's 11am. Online



11. Board Performance Evaluation

Board performance evaluations provide the Board with an opportunity for consideration, reflection and
discussion of its performance, the performance of its committees, and that of the Chair and individual
directors. The Board of Directors in its meeting held on 28 July 2021 approved the Board Performance
Evaluation Policy.

The purpose of these evaluations is not only to review the effectiveness of individual directors and the
Board but also to identify gaps in skills, experience and expertise that would need to be filled in order
to promote Board effectiveness and satisfy fit and proper requirements. The Policy sets out how
these evaluations will be conducted.

The Performance evaluation covers following components of the Board:

. The Board as a whole;

" The Chair;

. Individual directors; and
. Board committees.

The evaluation process involves identification of areas for evaluation; formulating a questionnaire on
the areas for evaluation; obtaining responses of individual directors to the questionnaire on a rating
scale; conducting interviews with individual directors and analyzing the responses to the questionnaire
and interviews; and reporting the findings resulting from the analysis to the full Board. The Board
discusses the content of the report, develops an action plan and periodically reviews the progress of
implementation as well.

The Board of Directors launched the process of the evaluation of its performance by engaging
Hawkamah the Institute of Corporate Governance. Inameeting held on 15 December 2021, Hawkamah
presented the evaluation plan and process which is in line with the Board Performance Evaluation
Policy.

The results of the exercise will be disclosed in the 2022 Governance Report.



Il. Board Committees

1. Presentation

At the start of 2021, the board had four standing Committees:
= Board Executive Committee;
= Risk & Compliance Committee;
= Audit Committee; and
= Remuneration & Nomination Committee.

2. Committees’ Composition

Committee Member

Position

H.E Sultan Al Mansoori

Chairman

Mr. Buti Al Ghandi

Vice Chairman

Board Executive Committee Mr. Abdulwahed Al Fahim Member
Mr. Ahmad Julfar Member
Mr. Khalid Al Rostamani Member
Sheikh Maktoum Hasher Al .

Chairman

Maktoum

Audit Committee Mr. Abdulla Al Turifi Member
Mr. Ali Al Fardan Member
Mr. Hamad Al Futtaim Member
Mr. Abdulwahed Al Fahim Chairman
Mr. Abdulla Al Turifi Member

Risk & Compliance Committee
Mr. Abdulla Al Hathboor Member
Mr. Hamad Al Futtaim Member
Mr. Ahmed Julfar Chairman

Nomination & Remuneration Mr. Abdulla Al Hathboor Member

Committee Mr. Buti Al Ghandi Member
Mr. Ali Al Fardan Member



3. Committees’ Attendance

Board Audit Remuneration  Risk &
Executive Committee & Nomination  Compliance
Committee Meetings Committee Committee
Meetings Attended Meetings Meetings
Board Members Attended Attended Attended
H.E Humaid Mohammad Obaid Yousuf Al Qutami - - - -
Chairman
H.E Sultan Saeed Al Mansoori 15719 - - -
Vice Chairman
Abdulla Saif Obaid Al Hathboor - - 7717 L/ 4
Member
Abdullah Salim Obaid Al Turifi Al Shamsi - 6/6 - L/ 4
Member
Abdul Wahed Mohamed Al Fahim 18/ 19 - - L/ 4L
Member
Ali Fardan Ali Al Fardan - 4/ 6* 3/7* -
Member
Buti Saeed Mohamed Al Ghandi 19/19 - 717 -
Member
Ahmad Abdulkarim Julfar 19/19 - 7/7 -
Member
Khalid Abdulwahid Hassan Al Rostamani 13/19 - - -
Member
Hamad Omar Al Futtaim - 4/ 6* - 2/4
Member
Sheikh Maktoum Hasher Maktoum Juma Al Maktoum - 6/6 - -
Member

* Audit Committee Meetings Attended: two meetings were before the 2021 AGM

** Remuneration & Nomination Committee Meetings Attended: three meetings were before the 2021 AGM



4, Statement from the Chairman of Board Executive Committee

H.E Sultan Saeed Al Mansoori
V/ice Chairman of the Board and Chairman of the Board Executive Committee

Dear Shareholders,

| am pleased to present our Board Executive Committee Report for 2021.
With the Bank growing as per the approved strategy, the Board of Directors
decided in March 2021 to create the Board Executive Committee and | was
honored to be appointed as Chairman of the Committee. The Committee
took over the responsibilities of the former Credit & Investment Committee,
the IT & Digital Committee and the Recovery & Financial Settlements
Committee.

The Board of Directors delegates to the Board Executive Committee authority and limits to:

= QOversee the strategy implementation and exploring with management growth opportunities for
the Bank and its businesses;

= Follow up on the implementation of material IT and transformation projects and overseeing the
overall IT and digital strategies;

= Monitor operating and financial performance against set targets;

= Approve the Retail and Wholesale Credit Policies for the Bank;

= Approve larger credit facilities and investments above management limits;

= Approve product programmes for those credit products approved on a programmatic basis;
= Monitor material recovery cases and approve related restructurings or financial settlements;

= Qversee the Bank's approach to the most material sectorial and individual credit exposures in its
portfolio;

= Review the quality of the Bank's investment portfolio and the trends affecting that portfolio;
and

= Oversee the effectiveness of the Bank’s investment strategy and policies.

Therefore, the Committee truly acts as an executive committee for the full Board of Directors. For
better governance, the Chairman of the Board Risk & Compliance Committee and the Chairman of
the Board Remuneration & Nomination Committee shall be members of the Committee. However,
members of the Board Audit Committee shall not be members of this Committee.

We have had a busy 2021, and the Committee (including the previous committees subsumed by the
Executive Committee) held a total of 19 meetings. The former Credit & Investment Committee held
a joint meeting with the Risk & Compliance Committee on 27 January 2021 to align strategy and risk
appetite for specific sectors, covering topics such as:

= Review of a proposal for a revised investment policy;

= Repositioning of the Financial Institutions business;

= Target selective cross-border growth opportunities;

= Growth in the real estate portfolio;

= Launch of asset-backed lending on a product programme basis.

The Committee continued its focus on approving quality assets, thereby ensuring that loans and
investments approved are aligned with our business goals and overall risk appetite. Besides approving
facilities and investments, the Committee covered the following matters:
= Review and approval of the amendments to the Management Credit Committee terms of
reference;



= Monitor the limits for some specific countries and financial institutions ;

= Review and approval of the amendments to the delegation of authority matrix with the aim of
setting appropriate delegation levels for the Bank's Credit Department to improve the End-to-
End Credit turnaround time within the Bank’s Risk Appetite and Control framework;

= Review and approval of the Asset Backed lending Program;

= Regular review of the restructuring and recovery portfolio with focus on progress in multiple
litigations and recoveries;

= Review and approval of amendments to the Wholesale Credit Policy;
= Review of of CBD’s Digital and IT transformation and the evolution of the Bank’s IT governance
between Q2 2020 and Q2 2021;

= Review and approval of the roadmap of change initiatives that will be implemented to
address the gaps identified as a part of the impact assessment and adhere to the underlying
requirements of the Consumer Protection Regulation and regular update on the progress made
in the implementation of said initiatives;

= Regular update on the CB UAE Baseline Examination progress and findings;
= Update on the CBD Financial Services strategy;

= Review of the Corporate Governance Manual and its annexes;

= Review and approval of the sale of properties owned by the Bank;

= Update on the overall administration/bankruptcy/restructuring processes initiated by NMC, UAE
Exchange and KBBO Group and the impact on the Bank recoveries efforts;

= Review and approval of proposed write-off of specific Institutional and Corporate loans, and to
note the financial impact of the proposed write-off;

= Review of the Gold portfolio and the related strategy;
= Update on participation of the Bank in the Emirates Digital Wallet initiative.

The Board Executive Committee contributed effectively in 2021 in implementing the growth strategy.
We have had fruitful and energized discussions between the Committee members. | am now one year
into my role as Vice Chairman of the Board and Chairman of the Board Executive Committee. Before |
joined CBD, | knew it as a company that is progressing well on a complete transformation with deeply
talented and competent people. | am pleased to say that over the past year, those prior perceptions
have been well and truly confirmed. In 2022, the Committee will continue its efforts towards fostering
a culture of performance and sustainable growth, backing the ambitions of our customers and
delivering on our commitments to our stakeholders.



5.  Statement from the Chairman of Risk & Compliance Committee

Mr. Abdulwahed Al Fahim
Chairman of the Risk and Compliance Committee

Dear Shareholders,

I am pleased to present our Risk & Compliance Committee Report for 2021.

The Board Risk & Compliance Committee (formerly the Board Risk
Committee) is responsible for the setting and evolution of the Bank's Risk
Appetite and monitoring its performance against said appetite. The Board
Risk and Compliance Committee is also responsible for ensuring the Bank
is responding appropriately to changes in the external environment and to emerging risks ensuring
the profile of business conducted aligns to the risk appetite. The Committee met 4 times during the
year, which included joint sessions with the Board Executive Committee and the Audit and Compliance
Committee on specific matters where there was a level of overlapping in responsibility and focus.

The Board Risk and Compliance Committee responsibilities were realigned and expanded during 2021
to assume the control and oversight of the Bank’s Compliance activities from both a Regulatory and
Financial Crime perspective. These responsibilities were previously under the responsibility of the
Board Audit and Compliance Committee.

Key items on the agenda of these meetings covered:

= A consideration on key strategic initiatives for 2021 and whether risks associated with these
were appropriate for the Bank in the context of its strategy and risk appetite. Topics considered
were in relation to right sizing the Financial Institutions portfolio, CBD's appetite for Cross Border
corporate lending, size and structure of the Real estate portfolio and an enhanced approach to
managing the Bank's investment portfolio.

= (Critically reviewed the Bank's evolving portfolio of retail credit risks and the associated policy and
risk management frameworks in place that underpin the effective functioning of that business.

» Reviewed exposure to certain industry sectors and provided guidance on the management of
potential concentration risks within the bank’s portfolio;

» Analyzed a number of operational risk incidents including the root causes and mitigating actions
undertaken by management;

= Provided oversight of the development and effectiveness of the Bank's management of compliance
related activities particularly in regard to enhancing AML and Sanctions capabilities. The committee
oversaw the significant investment in new technology solutions and upgrades to policy and
procedures in line with new Central Bank regulations. The Committee also provided detailed
guidance to management on addressing developing risk typologies in the compliance arena.

= Continued scrutiny of the Bank's effectiveness in managing its response to the challenges of
managing risks associated with COVID including appropriate policies and strategies for dealing
with customers operations and staff.

» Increased consideration of the appropriate risk management oversight of Islamic banking products
and services.

= Reviewed bank's liquidity and investments strategy

Overall risk management was well managed relative to the Bank's risk appetite metrics. Where
deviations were noted these were being addressed by management with appropriate remediation
plans. In many cases these were addressed via short term plans though in some cases plans for
remediation would be more strategic in nature and may take several years to be completely addressed
and reflected in the remediation of the individual metrics used even though interim trend lines are
consistent with progress towards the desired outcome



6. Statement from the Chairman of Audit Committee

H.H. Sheikh Maktoum Hasher Al Maktoum
Chairman of the Audit Committee

Dear Shareholders,

| am pleased to present our Audit Committee Report for 2021.

The composition of the Audit Committee changed during the year and | was \\°
elected Chairman of the Audit Committee by the Board in March 2021. \ ! ‘
\ A

The primary role of the Audit Committee is to assist the Board in fulfilling

its oversight responsibilities in areas such as the integrity of financial reporting, the effectiveness of
the risk management framework and the system of internal controls. We are also responsible for
assessing the quality of the audits performed by, and the independence and objectivity of, the external
auditor. The Audit Committee also makes a recommendation to the Board on the appointment or
reappointment of the external auditor. In addition, we oversee the work and quality of the Internal
Audit function.

With the Covid-19 pandemic continuing to impact economic confidence, the Bank has continued to
prioritize customer and staff safety, as well as customer service. A post Covid-19 review by Internal
Audit during the year provided assurance that key risks have been effectively managed by the Bank’s
management.

The Audit Committee held 6 meetings in 2021, during which the Committee:

= Exercised oversight of the performance, effectiveness and activities of the Bank's Internal Audit
function (and separately, the performance of the Chief Internal Audit Officer) and reviewed
updates to its audit plan, staffing and audit charter taking into consideration the UAE Central
Bank's regulations on Internal Controls, Compliance and Internal Audit;

= Evaluated the external auditors’ qualifications, performance, independence and objectivity, and
reviewed the scope of work proposed by the external auditors for 2021;

= Reviewed the Bank’s quarterly and annual audited financial statements;

= Reviewed and ensured that appropriate actions have been taken in relation to audit and review
observations raised by the internal and external auditors, the UAE Central Bank, the Financial
Audit Authority and other regulators;

= Received and considered Internal Audit’s opinion statements on governance, risk and control.

In addition, the Committee continued to assess the Bank's implementation of IFRS 9. The Committee
regularly met with the Bank's senior management and external auditors to ensure that the Bank's
key processes, methodologies, critical accounting judgements, and financial disclosures remained
in compliance with IFRS standards, and to ensure that any subjective judgments had been made
appropriately.

The Committee met with the Chief Internal Audit Officer, without the presence of the Bank’s
management to discuss key issues arising. We received confirmation from the Bank’s Internal Audit
function, and external auditors, that the Bank's internal controls were assessed throughout the year
and found to be operating effectively. In addition, Committee members attended meetings of the
Board Risk Committee and Board Executive Committee to ensure an adequate flow of information
between these Committees.

The Committee is pleased with the ongoing enhancement of the Bank's three lines of defense, with
strong progress being made across all lines.



7. Statement from the Chairman of the Remuneration & Nomination Committee

Mr. Ahmad Abdulkarim Julfar
Chairman of the Remuneration & Nomination Committee

Dear Shareholders,

| am pleased to present on behalf of the members of the Remuneration and
Nomination Committee our Report for 2021.

The principal purpose of the Remuneration and Nomination Committee

(REMCO) is two-fold: to support and drive sustainable performance over

the long-term and to be the custodian of the culture of the Bank to make

sure that CBD's values of Collaboration, Ownership, Delivery and Excellence (CODE) are embedded
into our ways of working. Recognizing our people for their performance is a key element of our
reward strategy and helps to drive ongoing engagement, which is critically important for the delivery
of our strategic agenda. To this end, the Committee continued its focus on the development of a
high performance culture, thereby ensuring that our performance planning and reward mechanisms
remain fit for purpose and aligned to our business goals. In addition, REMCO monitored the efficacy
of our organizational structures, the engagement of our employees, the development of our UAE
National workforce, and since 2020 specifically, the implementation of our contingency plans for
people management and key roles.

The Remuneration & Nomination Committee is responsible for setting the overarching principles,
parametersand governance of CBD's remuneration framework for allemployees, and the remuneration
of the Management Executive Committee and other senior employees. The Committee met 7 times in
2021 and covered the following matters:

= Reviewed the activities and action plans for employee engagement in 2021, which resulted in
CBD being awarded the «Employee Engagement Champion» by LinkedIn Talent Awards MENA;

= Monitored the efficacy of organizational structures;

= Reviewed the roadmap for implementation of the Bank's Customer and Employee Value
Propositions;

= Supervised execution of the Bank’s Reward Strategy with a specific focus on merit based
adjustments to fixed pay and incentive awards for variable performance bonus;

= Reviewed and assessed the Bank’s variable performance bonus scheme for the year through
business and departmental results;

= Considered the performance evaluation and variable bonus of the Chief Executive Officer and all
members of senior management;

= Approved the 2021- 2023 Long Term Incentive plan for senior executives to support and
improve the alignment between shareholders and senior management by incentivizing long-
term sustainable performance;

= Reviewed the Bank’s succession and talent management plans;
= Reviewed Learning & Development activities;

= Monitored Emiratization activities against the Central Bank points target and made
recommendations on the Bank's Emiratization strategy;

= Reviewed plans for UAEN development including an increased learning spend;
= Reviewed headcount and the management of staff costs;

= Monitored the progress of key initiatives in HR aimed at driving culture change;
= Received regular updates from the Head of Human Resources and her team;

= Reviewed key HR Policy & HR program changes.



During the year, significant time was spent by the Committee on ensuring that the Bank’s ambition to
maintain a high performance culture is realized. This included:

1. Anin-depth review of balanced scorecards for goal setting and performance achievement, as
these support the performance and reward assessments with reference to clear and relevant
objectives, which are set under four categories: Financial, People, Customer and Change
Management / Strategic Initiatives. Whilst the achievement of financial objectives is very
important, the other objectives relating to efficiency and risk mitigation, customer development
and the productivity of the human capital are also key to the performance and sustainability of
the Bank over the short and medium term

An insight into employee responsiveness to this culture change,
A review of improvements to the Bank’s organization design and

4. An evaluation of reward plans within the approved strategy to make sure they are competitive in
relation to comparable organizations in the market in with the Bank operates

The Bank’s reward strategy is continually assessed against the following four principles:

= Results-driven: Performance is assessed with reference to clear and relevant objectives set
within a balanced scorecard framework and rewards are directly linked to results and thereby
aligned to our high performance culture;

= Differentiated based on performance: Reward is delivered through a combination of fixed and
variable pay (salary and bonus) and strong differentiation can clearly be seen among employees
exhibiting different levels of performance;

= (Criticality: specialized skill sets command a premium over generic skills;

= (Change-orientation: the overall approach to reward is driven by transformation and change-
orientation.

lll. Statement on Effectiveness of Internal Control System

1.  Responsibility.

The Board of Directors, assisted by the Audit Committee is responsible for ensuring that an adequate
and effective internal control system exists in the Bank and that Senior Management is maintaining
and monitoring the performance of that system. An internal control system includes the policies,
procedures and processes, which are designed under the supervision of the Board to achieve the
strategic objectives of the Bank.

The Board acknowledges its overall responsibility in establishing a sound internal control system as
well as reviewing its adequacy and effectiveness. A leading principle for the Board is that the internal
control systems are designed to manage the Bank’s risks within the acceptable risk appetite, rather
than to eliminate the risk of failure to achieve the business goals and objectives. It can therefore only
provide reasonable, rather than absolute assurance against material misstatement, fraud or loss.

Management is responsible for the appropriate design and functioning of the internal control system,
while Risk Management, Internal Audit, Compliance and other internal control functions are responsible
for the continuous monitoring and evaluation of the system. The external auditors are responsible for
determining the adequacy of the system of internal controls so as to be able to decide on the level
of reliance they can place on the effectiveness of the Bank’s internal controls and to design their
audit procedures. However, internal controls systems, no matter how well designed, have inherent
limitations, and may not prevent or detect all control deficiencies. Moreover, the projection of current



evaluations of the effectiveness to future periods is subject to a limitation that controls may become
inadequate due to changes in conditions or compliance with policies and procedures.

All employees are ultimately responsible for operating and maintaining an efficient internal control
system at their respective levels. Concerted and integrated efforts are made by all functions of the
Bank to improve the control environment at grass root level through continuous reviewing and
streamlining of procedures to prevent and rectify any control deficiencies. Each function, under the
supervision of executive management, is entrusted with the responsibility to oversee rectification of
control deficiencies identified by internal and external auditors.

2.  Key Components of Internal Control System.

The Bank's key components of internal control system are as follows:
a. Integrity and Ethical Values

= A Code of Conduct which sets out the principles to guide employees' conduct to the highest
standards of personal and corporate integrity. The code covers areas such as conflict of interest,
use of company assets, and confidentiality of proprietary information and acceptance of gifts.

b. Authority and Responsibility

=  The Board establishes the vision and strategic objectives of the Bank and is entrusted with the
responsibility in leading and directing the Bank towards achieving its strategic goals and realizing
long-term shareholders’ values. The Board retains full and effective control of the Bank's strategic
plans, overseeing the conduct of the Bank’s businesses, setting policies, implementing, reviewing
and maintaining an appropriate system of risk, control and compliance management and ensuring
the adequacy and integrity of the Bank’s system of internal control. The Board is also responsible
for ensuring financial integrity, setting the Bank's risk appetite, reviewing and approving material
transactions, related party transactions, capital financing and succession planning, and for the
implementation of stakeholders’ communications.

= The Board delegates to the Chief Executive Officer (“CEQ"), the authority and powers of executive
management of the Bank and its businesses within levels of authority specified from time to time.
The CEO may delegate aspects of his authority and powers but remains accountable to the Board
for the Bank's performance and is required to report regularly to the Board on the progress being
made by the Bank's business units and operations. Delegation of responsibilities and accountability
by the CEO further down the structure of the Bank is communicated and formalized via respective
operational structure and organizational chart as well as the delegation of authority matrix.

= Board committees which are guided by respective Terms of Reference are set up to fulfil certain
responsibilities delegated by the Board. These Committees assist the Board in promoting
governance and accountability as well as overseeing internal controls.

c. Organization Structure

= An operational structure and organizational chart exists which defines the lines of responsibility
and delegation of authority together with a hierarchical structure of reporting and accountability.

= Theauthority matrix outlines the decision areas and the persons empowered to requisite, authorize
and approve the expenditure/commitment. Delegated authority carries with it the obligation to
exercise sound judgement, good business sense and accountability.

d. Frameworks, Policies and Procedures

= Systems and procedures have been designed to ensure effective and efficient operations,
safeguarding assets against unauthorized use or disposition, maintaining proper account
records, providing reliable financial information used within the business or for publication,
compliance with all applicable laws and regulations, and for monitoring internal policies in
relation to business performance.



= Systems and procedures are in place to identify, control, and report on the major
risks including credit risks, changes in market prices of financial instruments, liquidity,
operational risks, and fraud. Exposure to these risks throughout the Bank is monitored by
the Operational Risk Management Committee, the Asset and Liability Committee and the
management Risk and Credit Committees. These exposures are also monitored by the Board
Executive Committee and the Board Risk and Compliance Committee.

e. Planning, Monitoring and Reporting

= An annual exercise involving all business units to prepare a comprehensive budget and business
plan which includes development of business strategies and the establishment of key performance
indicators against which the overall performance of the Bank can be measured and evaluated.

= Furthermore, review of key business variables and the monitoring of the achievements of the
Bank’s performance on a quarterly basis by the Board.

f. Internal Audit

= The Internal Audit department, independent from line management, includes the assessment of
the design and operating effectiveness of the internal control system across the Bank, as well
as to provide reasonable assurance as to whether management has implemented and complied
with prescribed policies and procedures. The Internal Audit department follows a risk-based
audit plan, which is approved by the Audit Committee. All significant and material findings from
Internal Audit assessments are reported to the Audit Committee. The Audit Committee actively
monitors the adequacy and effectiveness of the internal control system to ensure that identified
risks are mitigated to safeguard the interests of the Bank. The Operational Risk Management and
Compliance functions also monitor the control environment, during their respective reviews, in
close coordination with each other.

= Internal Audit provides the Audit Committee at the end of each year with an annual opinion of the
internal control environment. The view is based on audits completed as part of the audit plan. Twenty
audit reports were issued in 2021. To help measure, assess and improve risk awareness across the
Bank, Internal Audit has introduced a secondary rating (Management Approach to Risk Control) in
audit reports. The aim of this exercise is to continue to improve risk awareness and effective self-
identification of key risks in the respective divisions; and where findings have been self-identified,
robust action plans, timelines for remediation and evidence of formal escalation exist.

g. Risk Management

» TheBank hasin place arisk management framework that is modelled to guide the implementation
of a consistent risk management practice by both the Board and the management. It recognizes
that risks are inherent in businesses and views them within the context of risk as an opportunity,
uncertainty or hazard.

» The framework provides guidelines on the risk governance, risk management process, risk
reporting and generic tools to be used by the Bank. The design of the risk governance structure
therein is premised on the three (3) lines of defense concept with clear functional responsibilities
and accountabilities for the management of risk.

h. Compliance Management

= Compliance Risk Self-Assessment (CRSA) exercises with mitigations identified to address breaches
or material non-compliances are well established.

= The Compliance department developed compliance matrices reflecting requirements of major
statutoryandregulatory compliances.

i. Business Continuity Management

= Business continuity, operations and safety and hazards action plans of operating companies exist for
business resilience and robustness in contingencies, crisis management and disaster recovery management.

» Crisis management and communication policies and procedures were established to guide the



handling of external communications in the event of any crisis/disaster.
j. Insurance

= Aninsurance programme is in place to safeguard major assets against financial loss resulting from
fraud, property damage, business interruption and general liability, which is reviewed annually.

k. Whistle-Blowing

= AWhistleblower Policy has been implemented which provides the channels to report wrongdoings
by employees and/or other stakeholders whilst ensuring the integrity of the process and protecting
the rights of informants. The implementation of this policy enables the Bank to address such
concerns that may adversely affect the reputation and interests of the Group more effectively.

3. Conclusion.

|. By considering the factors in the preceding paragraphs, the control environment in place,
the yearly reviews of its effectiveness and the confirmation made by Management, the Audit
Committee and the Board are of the opinion that the functioning of the internal control system
is effective and nothing has come to their attention in 2021 that causes them to believe that the
system of internal controls has not been properly designed or implemented or that effective and
efficient internal controls have not been in place throughout the year 2021.

IV. Related Party Transactions

The Board of Directors recognizes that transactions between and among related parties may create
financial, commercial and economic benefits to individuals, institutions and to the entire group to which
the Bank belongs. They can present potential or actual conflicts of interest and may raise questions on
the alignment of such transactions with the best interest of the Bank and its stakeholders.

In this regard, as required by existing regulations for related party transactions (‘RPT" or “Related
Party Transaction”), the Bank, its Board, Senior Management, all officers and staff including those
of its subsidiaries and affiliates shall ensure that RPTs are done on an arm’s length basis and that
the appropriate oversight and implementation of an effective control system for the management of
exposures is in place.

Therefore, the Bank's Board of Directors, Senior Management, officers and staff, including concerned
personnel in the subsidiaries and affiliates are mandated to comply with regulations and the Policy
on Related Party Transactions and shall not allow RPTs that may lead to abuses or may cause
disadvantages to the Bank, its depositors, creditors, clients, and other stakeholders.

The Board approved during its meeting held on 28 July 2021 the Policy on Related Party Transactions.
The objective of the Policy is to establish transparency and determine the materiality in the dealing of
the Bank with its related parties, prevent any conflict of interest in the implementation of RPTs and
ensure reporting, disclosure and compliance with the applicable legal and regulatory framework. The
Policy contains the pre-approved Related Party Transactions and those requiring an approval from the
Board or any of its Committees.

In determining whether to approve or decline a Related Party Transaction submitted to the Board or

any of its Committees, the Directors shall take into account, among other factors it deems appropriate:

a. whether the Related Party Transaction is entered into on terms no less favorable to the Bank than
terms generally available to an unaffiliated third-party under the same or similar circumstances;

b. theresults of an appraisal, if any; whether there was a bidding process and the results thereof;
review of the valuation methodology used and alternative approaches to valuation of the
transaction; and the extent of the Related Party's interest in the transaction.



Directors will review the following information when assessing a Related Party Transaction:
= The terms of such transaction;
= The Related Party's interest in the transaction;
= The purpose and timing of the transaction;

= Whether the Bank is a party to the transaction, and if not, the nature of the Bank’s participation in the
transaction;

= When the transaction involves the sale of an asset, a description of the asset, including date acquired
and costs basis;

= Information concerning potential counterparties in the transaction;

= The approximate value of the transaction and the approximate value of the Related Person’s interest in
the transaction;

= Description of any provisions or limitations imposed as a result of entering into the proposed transaction;

= Whether the proposed transaction includes any potential reputational risks that may arise as a
result of, or in connection with the proposed transaction; and

= Any other relevant information regarding the transaction.

Individuals benefiting from a Related Party Transaction and/or persons related to such individuals
should not take part in the process of granting or managing the transaction.

The Bank adopted an identification, assessment, approval and disclosure procedure for transactions
between the Bank and its Related Parties which is governed by and should be read in conjunction with
the Policy on Related Party Transactions. The Board Secretary maintains a Related Parties Register
which is updated on a regular basis. The Procedure sets out the process of identifying, assessing,
approving, processing and tracking RPTs.

FordetailsonRelated Party Transactions completedin 2021, pleaserefertothe Financial Statements Notes.

V. Incentive and Compensation Policy

1.  General Principles

CBD aims to attract, retain and reward talented executives who may be members of the Executive
Committee (EXCO) or in other senior roles, by offering compensation that is competitive within the
industry, motivates them to achieve the Bank’s business objectives and encourages high levels of
performance at the same time as aligning the interests of all stakeholders.

CBD's Reward palicy is driven by the following four principles:

= Results-driven: CBD will reward results, measured through “performance” for current results
and through “potential” for future results. While effort is important, results will be the primary
driver of reward.

= Differentiated: There will be a strong differentiation among employees exhibiting different levels
of performance. The “top talent” will be paid a substantially higher compensation compared to
the rest. Differentiation will be used to manage overall costs.

= Criticality: Specialized skill sets will command a premium over generic skills. It is noted that skills
that are specialized at one point in time could become generic later on, and vice versa.

= (Change-oriented: The reward approach will be driven by a transformation and change mindset.
Roles and individuals driving transformation will be rewarded higher compared to those who
follow the ‘status quo.

Compensation is based on the position (the worth or value of the job in the market based on job



evaluation), the performance of the employee and the personal capabilities an individual brings to
the organization. Compensation is also based on market levels and performance. Each level is pegged
against a similar level in the market. Specialized or critical roles are further benchmarked against
similar roles to better assess the market benchmark. Compensation of employees in control functions
such as Compliance and Internal Audit is determined independently of the Bank's performance. Fixed
compensation pay of employees in control functions such as Compliance and Internal Audit is higher
than the variable pay.

Compensation consists of:

= Fixed Pay. Fixed Pay is competitive against the local market when benchmarked against the Bank's key local and
international competitors and appropriately differentiated based on performance. Itis influenced by each individual's
contribution over the year and any Fixed Pay reviews depend upon a change in responsibilities as well as the
achievement of objectives and overall performance level. Fixed Pay is made up of Basic Salary and Allowances.

= \VariablePay. Variable Pay covers Short Term Incentives (annual bonus) and Long Term Incentives (deferred bonus)
as appropriate in the context of the market and talent. The variable part of the remuneration is determined with
due consideration of factors including the achievement of results as well as other developments relevant to
the Bank, including non-financial indicators that are relevant to the long-term objectives of the Bank. Variable
Compensation (Discretionary Annual Performance Bonus) shall strongly differentiate between different levels
of performance and drive the creation of a high performance organization. Payment of bonuses is strictly at the
discretion of the Bank, and actual bonuses awarded in any year will be dependent on the performance of the
bank as a whole, the business line under consideration, and the individual.

2. Disclosure on Discretionary Annual Performance Bonus

Following Governance Regulations for Banks, the Remuneration and Nomination Committee has
approved the increase in the Variable to Fixed Pay ratio from 100% to 150%.

In 2021, the Bank is in compliance with the Governance Regulations on compensation and the annual
individual bonus for Senior Management and Material Risk Takers (as defined in the Governance
Regulations) for the year 2021 and paid in February 2022 has not exceeded 150% of their Fixed Pay or
their Total Compensation.

The Discretionary Annual Performance Bonus for the CEO and other members of the Senior
Management is approved by the Remuneration and Nomination Committee. As per the current
Committee's directions, the annual bonus pool for the Bank shall not exceed 5% of the annual net profit.

In February 2021, a total amount of AED 60,594,197 was paid to the Bank's employees including CEO
and Senior Management as Discretionary Annual Performance Bonus for 2020.

3. Disclosure on Long Term Incentive Plan

In February 2021, the Remuneration and Nomination Committee approved a Long Term Incentive Plan (LTIP)
for the CEO and a selective number of senior employees with the following benefits expected as a result:

= Alignment of total compensation with three-year strategic cycle (2021- 2023) of the Bank; and
= Alignment of Senior Management total compensation with long-term interests of shareholders.

The performance measures include a combination of cumulative 3 year net profit and 3 year
operating income. The performance threshold includes a minimum achievement of at least 90% of the
performance target over the 3 year performance period for the plan to be activated.



Vl. Islamic Banking Governance

CBD offers Sharia-compliant financial solutions to our retail and corporate clients under the Islamic
window branded as CBD Al Islami.

CBD Al Islami is regulated by Central Bank Higher Sharia Authority (HSA) and all its activities are
supervised by the bank Internal Sharia Supervision Committee (ISSC). This committee is independent,
appointed by the general assembly of the bank for a term of three years and has the ultimate authority
within CBD regarding all Sharia related matters.

During the 2021 the bank implemented various regulatory requirements with a focus on two key
standards which are

= Sharia Governance Standard;
= Regulatory requirements for banks housing an Islamic Window.

and ensured the bank is full adherence to the requirements including the establishment of a Sharia
governance framework , implementation of the three line of defense approach, the appointment
of a Head of Islamic Banking, Head of Sharia Control and Head of Sharia Audit, the adoption of the
designated approach with regards to conducting the Sharia compliant business and activities and
finally the establishment of an Assets and Liabilities management (ALM) Framework to ensure full
segregation between Sharia compliant assets and liabilities from bank other assets and liabilities.

The ISSC meets at least four times a year and comprises of the following respected Sharia scholars:

Dr. Mohammed Abdul Rahim Sultan Al Olama - Chairman

Dr. Mohammed Abdul Rahim Al Olama is a Sharia scholar from the UAE who is a
member of the Sharia committee at the Awgaf authority and is Dean of the School
of Sharia at UAE University, Al Ain.

Dr. Ahmad Abdul Aziz Al Haddad - Member

| Dr. Ahmad is a Sharia scholar from the UAE who serves as the head of Dubai's
fatwa department, head of Central Bank Higher Sharia Authority (HSA) and he is
also chief Sharia advisor with over 20 years of experience in research and teaching
at colleges, mosques, and Islamic forums.

Sheikh Moosa Tariq Khoory

Sheikh Moosa Tarig Khoory is currently a member of Multiple Internal Sharia
Supervision Committees within UAE. Mr. Khoory holds a Master’s degree in Islamic
Jurisprudence and its Foundations and a Bachelor degree in Sharia and Islamic
Studies, specializing in Jurisprudence and its Foundations from the University of
Sharjah.
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VIl. Senior Executives

1. Selection Process

All employees hired to the senior most levels of the Bank must be selected through a fair and rigorous
process. The Bank believes that its Executive Committee (EXCO) to be made up of highly qualified
individuals from diverse backgrounds with an extensive track record and in full compliance with the
Corporate Governance Regulations. All individuals with the responsibility for management and control
of the business must prove and assure the Bank that they comply with a fit and proper test.

The Bank exercises judgment and discretion in assessing fitness and propriety and takes into account
all relevant matters including:

a. Competence and Capability. The applicants must show that they are competent to undertake
the relevant class of regulated activities including where appropriate, detailed knowledge
of the structure, purpose and risks of the products/processes associated with the activity.
To demonstrate competence, the person involved in carrying out the activities must actin a
knowledgeable, professional and efficient manner, complying with the prevailing regulations.
The nature and extent of the competence required will depend upon the services being offered
or to be offered. In determining a person’s competence and capability, the Bank shall have
regard to matters including but not limited to:

= The person has satisfactory past performance or expertise in the nature of the business
being conducted;

= The person has an appropriate range of skills and experience to understand, operate and
manage the regulated activities/financial affairs;

= The person has the technical knowledge and ability to perform prescribed duties for which
they are engaged, especially recognized professional qualifications and membership of
relevant professional institutions.

b. Honesty, Integrity, Fairness, Ethical Behavior. In determining the honesty, integrity and
reputation of the candidate, the Bank may consider among other things, whether the candidate
has been convicted, on indictment, of dishonesty, fraud, money laundering, theft or financial
crime. This may be regarded by the Bank as an indication that a person is not fit and proper
and will, in principle, bar a person from holding a position. UAE Central Bank may treat each
candidate's application on a case-by-case basis taking into account the seriousness of, and
circumstances surrounding, the offence, the explanation offered by the convicted person,
the relevance of the offence to the proposed role, the passage of time since the offence was
committed and evidence of the individual’s rehabilitation.

c. Financial Soundness or Solvency. In assessing the financial soundness of the candidate, the
Bank will assess whether the person can maintain solvency and prudent financial control. It
includes meeting liabilities as they become due and ensuring adequate control over financial
risks on a continuing basis. It also involves taking proper care of customers. Financial soundness
is an important element in determining the fitness and probity of applicants. In determining the
financial soundness of the candidate, the Bank will also consider matters such as but not limited
to:

= Whether there are any indicators that the person will not be able to meet their debts as they
fall due;

= Whether relevant solvency requirements are met;

= Whether the person has been subject to any judgment debt or award that remains
outstanding or has not been satisfied within a reasonable period;
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= Whether the person has made arrangements with creditors, filed for bankruptcy or been
adjudged bankrupt or had assets confiscated;
= Whether the person has been able to provide the Bank with a satisfactory credit reference.
d. Regulatory Approvals. All applications/enquiries relating to any positions that require Central

Bank of UAE approval will be sent to the Banking Supervision Department along with the
required appointment documents.

2. Management Committees

Management Committees are established for the purpose of recommending, deciding, approving and/
or monitoring key topics in their respective areas of specialization. Equally importantly, they provide
a platform for discussion between the Senior Management team on important business and control
areas for the Bank.

Management Committees are endowed with full executive powers to take into force decisions and
actions related to their field, scope, and structured hierarchy.

Certain day-to-day activities of the Bank have been delegated by the Board to the Senior Management
through the Executive Committee (the «EXCO»).

The EXCO is composed of key members of the Senior Management, whose appointments to the EXCO
is recommended by the CEO and approved by the Board Executive Committee. The responsibilities of
the EXCO include:

= Assessing and recommending the annual review plan and strategy and schedule of activities of
the Bank;

= Reviewing the financial performance of the Bank and its businesses and functions;

= Meeting periodically with the other Committees or task force in separate executive session to
discuss any matters that the Committee or the other Committees believe should be discussed
privately;

= Reviewing management reports on business operations and making recommendations to the
EXCO;

= Reviewing and recommending on acquisitions, divestitures, and joint ventures;

* Reviewing and recommending on the opening and closing of new branches;

= QOverseeing the Bank’s capital raising program, as approved by the Board of Directors;
= Discussing and debating any other business matters deemed to be submitted in EXCO;

= Any communications between the Committee members during the EXCO will be considered

privileged communications by the Bank, and the Committee will take all necessary steps to
preserve the privileged nature of those communications.

Other management committees included:

a) Asset and Liability Committee («ALCO>»)

The objective of the ALCO is to drive the most appropriate strategy for CBD in terms of the mix of

assets and liabilities given its expectations of the future and the potential consequences of interest

rate movements, liquidity constraints, and foreign exchange exposure and capital adequacy. The

ALCO is also responsible to ensure that all strategies conform to the Group's risk appetite and levels

of exposure as determined by the Board.

b)  Credit Committee («CC>)
The CC manages the credit risk of CBD by continuous review and update of credit limits, credit policies,



process and frame-work, the approval of specific exposures and work out proposals, constant
revaluation of the loans portfolio and the sufficiency of provisions thereof.

c)  Compliance Committee («CCO»)

The CCO primarily ensures the prevention of money laundering and terrorism financing in adherence
and compliance with the relevant regulations set by regulatory authorities applicable to CBD. It
oversees the monitoring and implementation of policies and procedures related to compliance and
AML. It consists of five executive members.

d)  Operational Risk Management Committee («ORMC»)

The purpose of the ORMC is to maintain oversight of the operational risks identified across the Group
by all relevant units like Operational Risk Management Department, Internal Control functions and
Internal Audit.

e)  Project Investment Committee («PIC»)

The PIC reviews and approves investment projects for CBD and provides guidance for CBD's long term
and short term goals in the areas of strategic project investment. The PIC governs all projects of CBD
including but not limited to those which have a direct or an indirect dependency on IT. The PIC is also
responsible for reviewing key aspects including the investment slate, project performance, project
financials, business case approvals and project delivery.

f) Human Resources Committee («HRC»)

The purpose of the HRC is to set strategy and policy regarding the development of CBD'’s organization
structure, professional ethics, business focused succession planning, Emiratization, optimalheadcount/
manpower distribution, training and development, performance management and compensation and
reward management.

g) Management Risk Committee («MRC>)

The purpose of MRC is to manage all risks facing the Bank that have the potential to materially impact
the Bank's financial performance/profitability and/or the sustainability of its business operations. The
Committee shall provide a robust and consistent framework for the timely identification, analysis,
mitigation and management of material risks. It oversees the implementation of the policies and
procedures, process and framework related to all risks and maintains oversight of the risks across the
Bank by relevant units.

Separate working groups or ad-hoc committees are established by EXCO if and when required. All
management committees report to EXCO. The EXCO has full authority to review and reorganize the
composition and terms of reference of the management committees and other working groups.

3. Key Members of the current Senior Management
. Dr. Bernd van Linder — Chief Executive Officer

Dr. Bernd van Linder is currently the Chief Executive Officer at the Commercial
Bank of Dubai. He has more than 25 years of banking experience. In his previous
role, Dr. Bernd was the CEO for Alawwal Bank (Saudi Hollandi Bank) and was based
in Riyadh. He worked at Alawwal Bank for over 10 years including more than
seven vyears in the position of CEQ. Prior to that, he worked for ABN Amro in the
Netherlands. Dr. Bernd holds a MBA Financial Management from the University
of Bradford, UK, a PhD in Artificial Intelligence from the Utrecht University in the
Netherlands and an MSc in Computer Science from Nijmegen University in the
Netherlands. Dr. Bernd was appointed as CEO of CBD in January 2017.
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. Darren Clarke — Chief Financial Officer

Darren Clarke is currently the Chief Financial Officer at the Commercial Bank of
Dubai. He has more than 25 years of banking experience. In his previous role,
Darren was the CFO for National Australia Bank (NAB) International, and was
based in Singapore. He worked at NAB for 13 years, including as the CFO for
Global Markets & Treasury. Prior to that, he worked for JPMorgan Chase in the
UK, Luxembourg and Hong Kong. Darren holds a Bachelor's degree in Accounting
from the University of Wollongong. He is also qualified as a Chartered Accountant
with the Institute of Chartered Accountants in Australia. Darren joined CBD in April
2018.

" Alan Grieve — Chief Risk Officer

Alan Grieve joined CBD in 2017 following a 29-year career with HSBC which
included senior leadership roles in Corporate Banking, Operations and Risk
Management across Asia, Latin America, Europe and the Middle East. Mr. Grieve
returned to the UAE after most recently serving for five years as HSBC's Chief
Risk Officer for China, based in Shanghai. Previous roles at HSBC included COOQ in
Panama, Head of Special Assets at SABB and Head of Wholesale Credit Risk for
the Asia Pacific region. Mr. Grieve holds an LLB (Hons) from Aberdeen University
where he graduated in 1988.

Viil. AUDITORS

1. Auditors, Duration of Mandate and Term of office of the Lead Auditor

Pursuant to the article 52 of the Articles of Association, and subject to the rules and decisions issued
by the Central Bank, the Bank shall have one or more Auditor(s). The General Assembly shall appoint
the Auditor and determine his remuneration based upon nomination by the Board of Directors. The
Auditor must be registered with the Authority and must be licensed to practice in the UAE. Such Auditor
shall be appointed for a renewable term of one (1) year provided the renewed terms do not exceed
six (6) consecutive years and provided further that the partner responsible for the auditing shall be
changed at the end of three (3) fiscal years. The Auditor shall have the duty to monitor the financial
accounts for the year for which he was appointed. The Auditor shall begin his duties with the end of
that General Assembly meeting until the end of the following annual General Assembly meeting.

KPMG Lower Gulf Limited have been the External Auditors since March 2018. Mr. Paritosh Gambhir is
the Lead Auditor since 2020. After careful examination of several audit offers, the Board of Directors,
based on a recommendation by the Audit Committee, has decided to propose to the General Assembly
Meeting of Shareholders KPMG as the external auditors for the year 2022.

2.  Auditing Fees

Below table clarifies the fees paid to KPMG since 2018 as approved by the General Assembly Meeting
of Shareholders



Year Feesin AED
2018 700,000
2019 724,500
2020 760,000
2021 782,800

3. Policy on Relationship with External Auditors

The Board of Directors during its meeting held on 28 July 2021 approved the Policy on Relationship
with External Auditors. The Board of Directors considers external auditor's independence as a
fundamental pillar for the credibility and reliability of auditors’ reports. CBD has adopted the policy
on auditor independence to ensure that CBD's external auditor is independent and is perceived to be
independent. The policy is interpreted in light of the specific requirements of the UAE Commercial
Companies Law of 2021, the Decretal Federal Law No. (14) of 2018 Regarding the Central Bank &
Organization of Financial Institutions and Activities, the Central Bank of UAE Regulation on Financial
Reporting And External Audit and international best practice.

In addition to being responsible for recommending to the Board (and the Board to recommend to the
Annual General Meeting of Shareholders) the appointment and compensation of the external auditor,
the Audit Committee is also responsible for oversight of the external auditor’'s work including resolving
disagreements between management and the external auditor regarding financial reporting. The
external auditor will provide reports directly to the Audit Committee. The Committee must also pre-
approve all audit and non-audit services carried out by the external auditors either on an engagement-
by-engagement basis or pursuant to specific pre-approval policies adopted by the Audit Committee.

CBD requires that all services provided by the external auditor, including the non-audit services listed in
this policy may be provided by the external auditor, must be in accordance with the following principles:

= the external auditor should not have a mutual or conflicting interest with CBD;

= the external auditor should not audit its own work;

= the external auditor should not function as part of management or as an employee; and
= the external auditor should not act as an advocate of CBD.

Furthermore, any potential appointments of ex-partners or ex-employees of the external auditor to
the CBD finance staff, audit staff at senior manager level or higher, must be approved in advance of
the appointment being made by the Chairman of the Audit Committee after consultation with the
Chairman of the Remuneration & Nomination Committee.



IX. CORPORATE SOCIAL RESPONSIBILITY AND ESG

1. General Overview

The Board of Directors has the power to design, assess, and continuously revise the Corpo-rate
Policies, which contain the guidelines governing the conduct of the Bank and further develop the
principles reflected in the Mission, Vision, and Values of the Commercial Bank of Dubai and the other
rules of the Corporate Governance system.

The Bank's perspective on organizational culture and employee engagement includes a Corporate
Social Responsibility (“CSR") policy intended to raise awareness of social responsibility and thereby
contribute to the sustainable creation of value for society, citizens, customers, shareholders, and the
communities in which CBD does business

The Bank contributes to the development of communities with its business activity and its social
responsibi-lity strategy with measures designed to promote education and culture and to protect
vulnerable groups, and works to establish firm and permanent bonds, taking into consideration the
interests of its workforce, shareholders and the financial community, regulatory bodies, customers,
suppliers, the media, society in general, and the environment (the “Stakeholders”).

The Board approved the Corporate Social Responsibility Policy in its meeting held on 7 February 2018.
The Policy is intended to establish the basic principles and the general framework of activities for the
management of corporate social responsibility practices assumed by the Bank and to serve as the
basis for integrating social responsibility into the Bank’s strategy. The Policy is further developed and
supplemented by the Stakeholder Engagement Policy.

Being a responsible company is integral to the Bank's success and the Bank is engaged on the issues
that matter most to our customers, employees and communities. Our employees are guided by a
common set of values that ensure we deliver on our goals while also helping to address local challenges

The Bank carries out its business with the objective of sustainably creating value for society, customers,
shareholders, and for the communities in which it operates, providing a high-quality service through
innovation and maintai-ning awareness of the opportunities offered by the knowledge economy.

Our core pillars for CSR are as follows:
(i) Health (ii) Education (iii) Financial literacy

The Board reviews these pillars from time to time and make additions or deletions, based on the
priorities for each vear.

2. 2021 Actions

In 2021, the bank undertook several initiatives reinforcing its commitment as a responsible corporate
organization.

In line with supporting the UAE government's initiatives, the Bank donated to 31 charitable, educational,
research, and training and rehabilitation centers for people of determination in the country.

Humanitarian Work is a deeply ingrained value in the UAE that the late Sheikh Zayed has instilled in every
UAE citizen to ensure that the country remains an oasis of goodness, giving and humanity.

This approach, propagated by the late Sheikh Zayed, is best embodied by the keenness of the wise leadership
of the UAE in leading the efforts in providing relief to various nations and countries during their time of need.



During the year, many of our staff visited various NGO organizations to support their objectives and purpose,
including Al Jaleela Foundation and Al Noor Centre.

Over the past 26 years, CBD has been a long standing partner with the Jebel Ali Horse Racecourse, backing
the UAE's culture and sports heritage ambitions. In total, CBD has sponsored 8 races in 2021.

For the fourth consecutive year, CBD collaborated with UAE Red Crescent to organize the "Back to School”
initiative, which aims to support those who are less fortunate, by providing them with the necessary items
for their children’s educational well-being and happiness. The initiative was held from 22 August to 5
September 2021. With the support of the Bank’s staff and their families, CBD was able to collect 24 boxes
along with donating 20 vouchers from Dubai Library each worth AED 50.

In addition, CBD staff joined the October Breast Cancer Awareness month campaign to help in raising
awareness about breast cancer and encourage women to go for regular screenings and seek medical care
to help detect and treat the problem early.

3. ESG 2021 Report

Recognizing the importance for disclosure to investors and other stakeholders about our sustainability
and environment. social and governance (ESG) strategies, the Bank published in November 2021 its
first Sustainability Report. The report encompasses both qualitative disclosures of topics as well as
quantitative metrics used to measure the Bank's performance against ESG risks, opportunities, and
related strategies.

The 2021 Sustainability Report will be published during the first Quarter of 2022. The report presents
the Bank's key initiatives undertaken towards a more sustainable operation in relation to the three key
areas, of Environmental, Social, and Governance (ESG) goals and performance.

CBD's efforts are focused and will continue to focus on reinforcing economic viability, environmental
protection, and social equity. Further, as part of the Bank's commitment towards accountability and
transparency, the Bank’s performance reports for relevant areas are included in the report.

The Bank decided to engage an external consultant in 2022. Aligned with the overall strategy
continuous review and refresh, the Bank will engage Whiteshield Partners for a focused assignment
on ESG. The results will be communicated in 2022's Governance Report.
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Message from the
Chairman

lam proud to present CBD's second annual sustainability
report which showcases the Bank's Environmental,
Social and Governance (ESG') practices, progress, and
commitments for the future.

As the UAE drives towards net zero emissions by 2050,
and a successful hosting of the 28th Conference of the
Parties (COP28) in 2023, all organizations in the UAE will
play an active role in helping to showcase how the UAE
is a global leader in sustainability.

The ongoing Dubai Expo 2020 has focused on ESG,
emphasizing the themes of Sustainability, Mobility and
Opportunity with resounding success. | am pleased to
note that the UAE Sustainable Finance Framework
2021-2031 has been published, setting the guidelines
to drive progress towards the UAE's sustainable
finance priorities. These key initiatives demonstrate
the importance accorded to sustainability by the
Government and the Rulers of the UAE.

As an organization that is backing the ambitions of our
proud nation, CBD remains committed to operating its
business ina sustainable manner, aligning with the UAE's
efforts towards sustainable development, empowering
local communities and preserving the environment.

4 CBD Sustainability Report

In2021,CBDinitiated an ESG transformation journey. We
have consolidated ongoing and future environmental,
social and governance initiatives under a commaon ESG
Framework governed by an ESG Committee which is
accountable to the CBD Executive Committee. We are
proud of the progress made on these initiatives, but
equally cognizant that there is much more to be done.

Our report highlights some of our 2021 ESG
achievements, but it is by no means exhaustive. Our
commitments are continually evolving as we identify new
ways in which we can contribute to this global challenge.
With the introduction of our ESG Framework and ESG
Committee, we have re-affirmed our commitments to
sustainability.

Thank you to our shareholders, customers, employees
and the communities we serve, for your loyalty and
the faith you have shown in us. Now, more than ever,
we feel that community collaboration and alignment is
crucial to the sustainability of the planet for our future
generations. As the UAE and the world slowly returns
to normal after the Covid 19 pandemic, | look forward to
more engagement with our customers and stakeholders
as we drive our sustainability agenda.

Best Regards,

Humaid Mohammad Al Qutami
Chairman



Message from the
CEO

Sustainability remained at the heart of CBD's business
strategy and long-term planning during 2021. In 2021,
we also initiated a comprehensive and more concerted
ESG transformation journey. This journey involved
consultation with an external strategy group for arefresh
of our five pillar ESG Framework. Our ESG Framework
sets out the key initiatives that we believe we must
undertake as a responsible corporate organization. We
firmly believe that every employee in the bank, and
indeed every citizen and organization in the UAE, has a
role to play in sustaining our future.

Our ESG Framework is a key tool to ensure that we hold
ourselves accountable to this goal. The revised pillars of
our ESG Framework and our supporting principles are:

1. UAE Community

We are alocal bank, backing businesses and residents of
the UAE with our products and services.

2. CBD People

We promote Emiratization and a healthy, up-skilled and
engaged warkfarce.

3. Financial Inclusion

We are default digital, all-inclusive and aspire to share in
our customers’ success.

4, Governance

We protect our stakeholders by taking accountability for
risk management at a Board level.

5. Environment

We hold ourselves to account while supporting our
saciety and our customers’ environmental ambitions.

Our ESG Framework is comprehensive but still
evolving as we embark on our journey. Importantly, it
is actionable. The first section of our report introduces
our framework, the underpinning initiatives, our key
successes so far and our commitments for the years
ahead. The Framework is our first step in establishing
and embedding our materiality matrix.

Our ESG initiatives are governed by an ESG Committee.
The Committee is accountable to the Bank's Executive
Committee to ensure we deliver on our commitments.
The Committee comprises of a cross-functional team
of ESG agents from various departments within the
Bank, including Product Development, Procurement,
Customer Engagement, Human Resources, Enterprise
Risk Management, Credit Risk and Corporate Social
Responsibility.

| am proud of our 2021 sustainability achievements
and excited by what lies ahead in 2022 and beyond. It
is an incredible time to be a part of this great nation,
particularly as the UAE readies itself to host COP28 in
2023. We are determined to play our part in driving the
sustainability agenda and backing the ambitions of the
UAE.

Dr. Bernd van Linder
Chief Executive Officer
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Bank
Overview

CBD Profile
Established in 1969, Commercial Bank of Dubai (CBD) is one of the first banks operating in the United Arab Emirates. It

was established as a joint venture between Commerzbank, Chase Manhattan Bank, and Commercial Bank of Kuwait,
before evolving into a public shareholding company in 1982 when the Government of Dubai took in a 20% stake.

Over the years, Commercial Bank of Dubai has built itself into a progressive and modern financial institution, led by a
strong management team as well as a loyal and ever-increasing customer and correspondent base. Today, CBD is one
of the leading banks in the United Arab Emirates and offers its customers a full range of retail and commercial banking
products and services.

The Bankislisted on the Dubai Financial Market and is mostly owned by UAE Nationals, including 20% by the Investment
Corporation of Dubai (1CD’).

Ownership
Structure

. General Public

. Government of Dubai*

Al Futtaim Private Co.

. Orient Insurance PJSC.

B Abdullah Hamad Al Futtaim

. AW Rostamani Group

B Ghobash Trading & Inv.

Ly Majid Investments

*Investment Corporation of Dubai (1CD’)
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Awards

The challenges we faced as a society last year only inspired CBD to step up and find creative solutions for the problems
we encounter as a society. Hence, thanks to our efforts in digital innovations and service excellence, we are humbled
to have received the following awards during 202 1:

FEBRUARY 2021 FEBRUARY 2021

FEBRUARY 2021

e

CEO
of the Year

EMEA Finance Middle East
Banking Awards

Best Local Bank Best Product Launch
in UAE in the Middle East

EMEA Finance Middle East EMEA Finance Middle East
Banking Awards Banking Awards

MAY 2021 JUNE 2021 JUNE 2021

N\

s =\

Best Bank in Digital
Loyalty in UAE

Union of Arab Banks

Best Innovation Best Mobile Banking
in Retail Banking Services

MEA Finance's Banking MEA Finance's Banking
Technology Awards Technology Awards

8 CBD Sustainability Report



JUNE 2021 JULY 2021
Y ! o O
7 — AN

s
Most Innovative Bank Outstanding Digital
of the Year

Transformation
Leaders in Fintech Awards in Trade Finance

The Digital Banker

SEPTEMBER 2021 SEPTEMBER 2021

q9,°
0'6'0

SEPTEMBER 2021

\ ! /
’ =\
Excellence in Innovation
— Retail Banking

Finnovex Awards

SEPTEMBER 2021

Finfluencer
of the Year

Finnovex Awards

Domestic Retail Bank
of the Year in UAE

Consumer Finance Product
of the Year in UAE

Asian Banking & Finance Wholesale
and Retail Banking Awards

Asian Banking & Finance Wholesale
and Retail Banking Awards
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Business
Overview

CBD Purpose - '‘Backing the Nation's Ambitions’

CBD continues to focus on our franchise customers
within Institutional, Corporate Banking and Retail
Banking. A priority for the bank is to continue to deliver
on a number of transformation programs focused on
becoming "Default Digital’, leveraging investments made
in Information Technology and our physical customer
footprint.

Our strategic priority is to deepen relationships with
key franchise customers, supporting their end-to-end
banking needs. Whilst delivering on this goal, it is key
to ensure continued growth across target customer
segments are fully aligned with the bank's risk appetite.
In addition, as a cornerstone of the three-year strategy,
we continue to drive our high-performing culture by
investing in differentiated capabilities and building talent
which offers great customer experiences and with a
clear focus on Emiratization.

Looking ahead, the bank expects to further expand
its market share supported by stable and diversified
funding, an increased share of non-funded income,
improved digital adoption rates, reduced cost of risk, and
maintaining asset quality with appropriate provisioning.
The bank aspires to deliver returns that meet shareholder
expectations. At all times risk culture and compliance
with regulatory and community expectations remain
central to our operating environment.

CBD's strong set of core values of Collaboration,
Ownership, Delivery, and Excellence (CODE') are
embedded in its culture and will guide the bank now and
in the years ahead.

WHOLESALE BANKING GROUP ('WBG')

The Wholesale Banking Group (WBG') comprises mid-
size and large commercial clients as well as institutional
clients. In order to deliver the planned growth in a
sustainable and diversified manner, the Bank has an
established dedicated Real Estate, Contracting and
Manufacturing teams.

There are a number of product and specialist teams
within  WBG including the Debt Capital Markets,
Syndication, Supply Chain Finance, and Asset-Backed
lending functions and more broadly the Transaction
Banking team.

As part of our '‘Default Digital plan, CBD is focused on the
continued implementation of various digital initiatives
which enable the Bank to meet customers’ growing
requirements, significantly reduce turnaround times and
expand the digital footprint of our transaction banking
products.

The culture of service excellence and the adoption of
innovative digital technologies has seen CBD ranked
by wholesale banking customers as one of the best
transaction banking service providers in the UAE. As a
testament to this feedback, CBD won several awards
from industry leaders.




The PBG business is responsible for supporting and
servicing our retail and small and medium enterprise
banking customers. The business provides a wide array
of products and services to these customer segments
including but not limited to credit cards, mortgages,
personal loans, transaction and saving accounts,
investment and wealth products.

The strategic focus remains on digital transformation.
CBD continues to enhance capabilities to provide
customers with contactless banking solutions, migrating
the majority of transactions from branches to alternative
digital channels.

PBG has recently won several awards in recognition
of the innovative products and services offered by the
Bank.

CBD Al Islami provides a range of Sharia-compliant
products and services, embraced with smart technology
to empower customers to apply digitally for the instant
issuance of Islamic credit cards, personal finance,
multi-currencies, instant account opening, and instant
remittances to various corridors.

The CBD Treasury business provides risk management
and investment solutions required to meet customer
needs across all segments of the bank. The function
works closely with leading Fin-Tech companies to
deliver market-leading product and service capabilities
including risk management, remittance services, and
investment product offerings to our customers.

Commercial Bank of Dubai has delivered a net profit
of AED 1,451 million for the year ended 31 December
2021, up 29.5% year-on-year. The improved operating
performance coupled with lower expected creditlosses has
contributed to the increase in net profit. Notwithstanding
lower interbank interest rates, netinterestincome is up by
10.1% compared to 2020 primarily from strong business
growth and lower funding costs. The economic outlook
and business confidence for 2022 remains positive for
further performance improvement in the year ahead.

Operating income for the full year of 2021 amounted to
AED 3,183 million, an increase of 6.9%. This is attributable
to an increase in Net Interest Income (NII') by 10.1% as a
result of higher volumes and lower funding costs, and a 1.2%
increase in Other Operating Income (OQI') from increased
business activities.

Operating expenses were AED 865 million, up 7.2%
compared to the full year of 2020. The cost-to-income
ratio remains market leading at 27.18%.

Total assets were AED 114.2 billion as at 31 December
2021, an increase of 17.3% compared to AED 97.4 billion
as at 31 December 2020.

Net loans and advances were AED 76.4 billion,
registering an increase of 17.1% compared to AED 65.3
billion as at 31 December 2020.

Customers’ deposits were AED 82.7 billion as at 371
December 2021, representing an increase of 18.6%
compared to AED 69.8 billion as at 31 December 2020.
Low cost current and savings accounts (CASA') constitute
452% of the total customer deposit base, while the
financing-to-deposits ratio stood at 92.4%.

The non-performing loan (NPL) ratio increased to 6.95%,
up from 6.77% at the end of 2020.

In accordance with IFRS9 accounting standards, the net
impairment charge totaled AED 867 million for the full
year of 2021. The headline coverage ratio was 62.59%
and 119.53% inclusive of collateral for stage 3 loans up
from 110.15% at 31 December 2020. As at 31 December
2021, total allowances for impairments amounted to
AED 4,024 million.

The bank’s liquidity position remained robust with the
advances to stable resources ratio at 88.00% as at 31
December 2021 (Dec 2020: 86.33%), compared to the
UAE Central Bank maximum of 100%.

(CBD's capital ratios remained strong with the capital
adequacy ratio (CAR) at 15.82%, Tier 1 ratio at 14.66%
and Common Equity Tier 1 (CET1) ratio 12.13%. All
capital ratios were well above the minimum regulatory
thresholds mandated by the UAE Central Bank.
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ESG
Framework

Environmental, Social and Governance (ESG') factors have become increasingly important considerations, especially
over the last decade. At the World Economic Forum held last year, mare than 60 leading global companies, accounting
for a market capitalization of over USD 4 Trillion, pledged to adhere to a new set of ESG reporting norms. In November
2021, the COP26 concluded with the agreement of the Glasgow Climate Pact, which called upon nations to phase
down unabated coal power and inefficient subsidies for fossil fuels. These commitments highlight the seriousness
with which gavernments and organizations around the world are aiming to address Climate Change and ESG to ensure
a sustainable future for ensuing generations.

CBD is firmly committed to the ESG cause and has initiated a comprehensive, ESG-ariented, transformation journey.
This journey involved consultation with an external strategy group and a refresh of our five pillar ESG Framework and
supporting initiatives, which are illustrated below. We look forward to evolving our ESG Framework in the upcaming

year into an ESG Materiality Matrix symbalizing the banks' business opportunities and stakeholders' interests.

£

A/
UAE Community

Local Sourcing
Do we obtain our
supplies via local

chains?

Emiratization
Are we providing a
place of employment
that attracts, and
develops UAE
Nationals?

&

Financial Inclusion

Financial Literacy
Do we go beyond
guidelines to teach
our customers an
financial matters?

@,

Governance

Oversight
Is our Board and
Executive Committee
providing ESG
oversight?

ISO Certification
Do we possess
official recognition of
our green efforts?

Philanthropy
Are we donating and
volunteering at the

Diversity & Inclusion
Do we consciously
consider diversity &

inclusion while recruiting

Digital Offering
Are our tech
capabilities and
digital applications

3 Lines of Defense
Do we have an
informed and
empowered first line

Environmentally
Friendly Procurement
Are our procurement

practices eco-

Do we support
opportunities for all
people including the

How is the physical,
mental, and financial
well-being of our
employees?

Do we offer our
products to a variety
of population

governance and
risk management
framework reflect
sustainability

5
hoicat el new talent? best-in-class? of defense? friendly?

. - ESG as part of ERM | Monitoring Internal
Supporting Sl e Does our corporate Resource Use
Minorities Wellness Products . por

Is the behavior

of our staff, use

of property and
waste management

Sponsorships
Is the brand
reflected locally?

Do our employees
possess multiple

forums to engage

and be listened to?

Do we actively
promote and nurture
entrepreneurship
and growth?

How resilient is our
business to external
shocks?

7 ?
vulnerabler segments: matters? sustainable?
Employee SME / Wholesale ) . Environment-
Engagement Lending Business Continuity focused Products

Will our product
catalogue attract
green-savvy
customers?

Customer Value
Proposition
Are we backing the
ambitions of all our
customers?

Learning &
Development
Are training
and upskilling
readily available
opportunities?

Customer Experience
Are we listening to
our customers and

ensuring that we are

constantly improving

customer journeys?

Anti-corruption
(AML/CTF)
Do we have the
right anti-corruption
safeguards in place?

Sustainability-
themed Initiatives
Do our initiatives
actively encourage
‘thinking
sustainably' ?

12
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Detailed below are the five key pillars of the ESG Framework which will provide the roadmap for the bank on its
sustainability journey along with some of our key achievements and ambitions for 2022 and beyond.

e ] heiemtled
1. UAE Communit i
v/~ | M

The year 2021 marked the occasion of the UAE's Golden Jubilee and we congratulate the UAE's wise leadership, its
citizens, and residents on the nation’s remarkable journey over the past 50 years.

Humanitarian Work in the UAE is a deeply ingrained value that the late Sheikh Zayed has instilled in every citizen and
resident in the UAE to ensure that the country remains an oasis of goodness, giving and humanity. On the occasion
of marking Zayed Humanitarian workday, CBD donated to 31 charitable, educational, research and training and
rehabilitation centers for people of determination across the UAE. CBD has been organizing a “Back to School'initiative
for several years to support those less fortunate in providing items for their children’'s educational well-being and
happiness at the start of the new academic year. This year, the initiative was held in CBD from 22nd of August until 5th
of September, in affiliation with UAE Red Crescent. Bank staff and their respective families donated 24 boxes along
with 20 Dubai Library vouchers. CBD staff also participated in the October Breast Cancer Awareness month campaign
to raise awareness about breast cancer. In total, our staff contributed approximately 1,500 hours of volunteering work
in the year 2021.

The initiatives CBD supports and sponsors also align with our locally focused purpose. CBD has been a regular supporter
of the Jebel Ali horse racecourse for over 25 years and reaffirmed its support by sponsoring eight races in 2021. The
sponsorship is part of CBD's continued support of UAE Culture and sports heritage. Due to Covid restrictions, the CBD
Run on the Palm could not take place in 2021. However, we look forward with anticipation to regathering our staff, our
customers and other race participants from across the UAE for the Run on the Palm in March 2022.

As a local bank, we are focused on backing the businesses and the residents of the UAE. This gives us a direct line of
sight of both our customers and suppliers. When selecting our suppliers, our procurement policies are defined to favor
UAE companies.

One of our strongest demonstrations of support for the UAE Community came in Q4 of this year, when we established
our Digital Lab in the Dubai International Financial Center's Innovation Hub. CBD has had significant, award-winning
success by partnering with FinTechs over recent years. Our move into the largest FinTech ecosystem in the region is
not only a statement of our FinTech partnering intent, but also reflective of our support for the global ambitions of the
UAE in driving an ambitious innovation agenda.
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Our people are what makes CBD the place itis. In 2021, our priority remained the safety and wellbeing of our people as
the Global Covid-19 Pandemic continued. During our in-house clinic at the beginning of 2021, we administered more
than 3,500 injections to more than 1,800 staff and family members. Later in the year, we partnered with “Be Strong’, a
fitness and lifestyle organization, to conduct a month-long fitness and wellbeing campaign with in-depth discussions
on the positive impact of exercise, meditation and diet. In addition, Be Strong also conducted several boot camps to
get staff energized and motivated to adopt a fitness regime. In 2022, as part of an "Employee Assistance Program’,
the bank is partnering with an external counselling and consulting service to offer bespoke counselling services to CBD
employees. The program is aimed at promoting holistic health and achieving optimal wellness, leading to a positive
impact both at work and in the personal lives of our employees.
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Our commitment to Emiratization is unwavering. By the end of 2021, UAE Nationals comprised 35% of CBD's work
force. In line with our drive to attract UAE National talent to the Banking sector, a number of initiatives were completed
in 2021. These included:

B Welcoming 40 fresh graduates into our “Tumoo7" program, a graduate training program for UAE Nationals designed
to help them develop their skills and capabilities to help them prepare for future leadership positions in the Bank;

B Recognizing 14 UAE National women in senior roles across the Bank who have successfully completed the "UAE
National Women Development Program 2021 and

B Supporting our UAE Nationals who completed the Tatweer program and the Future Proof Banker program.

We have continued to invest significantly in the development of all our employees’ skills and knowledge to increase
the employability of all our staff. In 2021, despite the ongoing pandemic, the Bank conducted a total of 6306 learning
initiatives - a 15% increase over the previous year.

We continued to measure our employee engagement to ensure that we are providing the optimum environment and
culture for our employees to succeed and be happy. Every year we run a bank-wide employee engagement survey in
which employees are provided an opportunity to give feedback on what is working well and what needs to improve. In
2021, our employee engagement score was 74, which is in line with last year's score. While we continue to measure
ourselves through this internal process, it was particularly gratifying to be recognized this year by LinkedIn (a Microsoft
company), who crowned CBD as an "Employee Engagement Champion” This recagnition from LinkedIn reflected the
hard work and dedicated efforts of our staff in establishing and maintaining an engaging environment.
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The year 2021 saw the introduction of the Consumer Protection Regulation by the Central Bank of the UAE, a
regulation which aims to ensure that banking customers are treated transparently and fairly in all interactions with
their regulated financial institution. Consumer Education and Awareness is an important component of this regulation
and one which CBD has been pioneering long before the implementation of the regulation. Throughout 2021 we ran
a series of financial education webinars for our customers and prospective customers on topics such as succession
planning, fraud prevention, data protection and smart investing.

Our partnership with NowMoney, the Dubai-based FinTech, flourished throughout 2021, enabling us to provide
accounts and cards to low-income customers. Moreover, the launch of our Digi Accounts solution has made access to
bank accounts for low-income warkers easier than ever before. CBD was the first bank in the UAE to provide a solution
to a partly un-banked audience with a free bank account, zero balance requirement, no minimum salary requirement,
two free international transfers every month and much more. CBD became the first bank in the region to offer a
robo-advisory investment solution. "CBD Investr” is an innovative investment app powered by smart algorithms that
actively manage investment portfolios to deliver optimal risk-adjusted performance. With a low minimum investment
amount requirement of just $500, the CBD Investr app has democratized investments making investing accessible to
low- and medium-income workers.

The Small and Medium Enterprise (SME’) sector is integral to the ongoing prosperity of the UAE economy. As such,
this has been a sector where we have increased our focus in 2021, largely enabled by our partnership with the Dubai
Economic Department. During the year, CBD extended this offering to several other Free Zones including JAFZA, DMCC
and RAKEZ. In 2022, we plan to finalize our engagement platform for SMEs, aimed at providing a community for SMEs
to share and realize their ambitions.
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In 2021, we expanded the utilization and prominence of our Net Promoter Score (NPS') survey. The NPS scare is a
measure of customer advocacy and provides CBD with an understanding of how our customers regard CBD and its
services. During 2021, we have established a baseline score for our NPS scores for customers across Retail, SME
and Wholesale banking and will track and measure improvements on this critical measure. A key component of this
goal is how well we listen to our customers. To this end we increased our listening power by extending our “Voice of
the Customer'initiatives. One such focus area was the launch of a specific survey through our website and branches
wherein customers can provide feedback to our Executive Management on how CBD is perceived in terms of how it
supports the needs of vulnerable people (including people of determination).

-Is PEACE, JUSTICE
AND STRONG
INSTITUTIONS

The aim of the CBD Board of Directors is to protect the interests of all our stakeholders and promote the long-term
sustainability of the Bank. In accordance with the Articles of Association for Commercial Bank of Dubai the formation
of the Board of Directors is governed by the Federal Law No.8 of 1984 (as amended). The Board comprises of 11
members who are elected through the General Meeting, for a term of three financial years. The formation of the
Board of Directors takes into consideration the primary need to ensure that the Board and its Committees have
the appropriate balance of skills, experience, knowledge of the Bank and independence of mind to enable them to
discharge their respective duties and responsibilities. CBD's Board provides strategic guidance, effective monitoring
of management, adequate controls and sets the tone and culture of the Bank to enhance and ensure sustainable
shareholder value.

The protection of our customers, and compliance with the regulations of the Central Bank of the UAE remained a
paramount priority in 2021. To this end, investments made into data, systems, and people more than doubled over the
past few years. The strengthening of our digital capabilities and data analysis has helped us prevent frauds and online
crimes. Our aim is to go beyond simple compliance and to take a more proactive stance to protect our customers and
the Bank from incoming threats. To this end, in 2021, we announced a pilot collaboration with Dubai Palice’s "Economic
Center for Advanced Analysis'

QOur "3 Lines of Defense” framework remains robust. In 2021, we have bolstered our first line of defense to ensure that
all our staff are more empowered and informed to identify and manage the risks inherent in their day to day activities.
Continuous upskilling and training on risk culture awareness and compliance of the first line of defense, including
seminars, incentives and reinforcement of the risk management policies continued to be a key focus.

Governance and social elements are already incorporated into our Enterprise Risk Management framewaork. In 2022
we will commence the integration of our environmental elements to provide a more comprehensive sustainability
focus which considers the evolving risk profile facing all enterprises in the midst of global warming and consequent
climate-associated risks.
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Environmental protection has long been a focus at CBD. As the UAE consciously shifts towards more diversified energy
sources, this has provided CBD the apportunity to back the environmental ambitions of our customers. Some of the
key projects that we have financed recently are listed below:

Ou

CBD financed a government entity which is undertaking the development of a 300,000 tons per annum multi-
fuel conventional based Waste-to-Energy (WTE') facility and assaciated power substation in the UAE. The project
will help the Emirate of Sharjah reach its ‘zero waste-to-landfill target and will help the UAE deliver on its goal of
diverting 75% of solid waste from landfills.

CBD also financed a consortium of companies which has been tasked to build and operate the expansion of a major
solar park in the UAE. The solar park is one of the world's largest renewable projects based on an independent
power producer (IPP) model.

r environmental pillar is a key area for exploration and development throughout 2022. Our specific areas of

exploration include the following:

Ou
fro
Re

Green product exploration — In addition to playing our part for the environment, we also see an opportunity in green
funding. We have already commenced our review of the assets currently held on our books. Additionally, we see
potential opportunities in green repos and green trade loans. Our green product exploration is further supported
by an emphasis on sustainability as part of our employee innovation challenge. For the last number of years, we
have had a fantastic uptake by our employees looking to compete in our employee innovation challenge. We plan
to channel the energy from the challenge to ensure that the best sustainability ideas are shared by our employees
and implemented in 2022.

Procurement framework — We will expand upon our procurement framework to ensure that, not only are we
promoting local suppliers, but we are also promoting suppliers who have a demonstrable dedication towards the
environment.

Internal “Reduce, Reuse, Recycle’ drive — Between 2019 and 2021, we reduced our paper consumption by 47%.
Additionally, our consumption of plastic water bottles reduced by 28%. But this is not enough. We will be introducing
internal campaigns to reduce, reuse and recycle. Our first project for 2022 will see us lend our support to the “Dubai
Can” sustainability initiative, under the patronage of His Highness Sheikh Hamdan bin Mohammed bin Rashid
Al Maktoum, wherein we will strive to eliminate the usage of plastic bottles in our offices and play our part in
encouraging a “refill culture”

Consideration of a suitable ISO Certification - We want to hold ourselves accountable for the impact of our internal
practices. We will look for the most appropriate independent certification to measure ourselves against best practice
in environmental management.

r ESG Framework and all the underpinning initiatives are governed by an ESG Committee, made up of ESG executives
m across CBD departments including Product Development, Procurement, Customer Engagement, Human
sources, Enterprise Risk Management and Corporate Social Responsibility. The Framework is comprehensive

but evolving as we are learning on our journey. Most importantly, it is actionable. The Committee is accountable to
the Bank’s Executive Committee and ultimately the Bank’s Board of Directors for delivering the initiatives under the
Framework. 2021 was a big year for CBD's ESG drive. 2022 will be bigger.
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UAE COMMUNITY:
x4 Responsible Procurement

As a local bank, we are focused on backing the businesses and the residents of the UAE. This gives us a direct line of
sight of both our customers and suppliers. When selecting our suppliers, our procurement palicies are defined to favor
UAE companies. Thus, 97% of the vendors that we're dealing with are local vendors.




égg UAE COMMUNITY:
s Our Social Investment

Corporate Social Responsibility Report

Stakeholders’ Engagement

Commercial Bank of Dubai PSC (CBD') is part of a greater socioeconomic ecosystem and we recognize that we depend
on rabust relationships with all our stakeholders in order to deliver on our purpose of using our financial expertise to
do goad for individuals, families, businesses, and saciety.

Best practice requires a company to have a stakeholder engagement palicy. Accordingly, this policy outlines CBD's
approach to engaging with our stakeholders.

Engagementis an integral part of developing an understanding of our stakeholders' needs, interests, and expectations
and assists the bank with strategic, sustainable decision-making.

Collaboration and regular interaction with all stakeholder groups are essential to the bank's long-term resilience and to
the effectiveness of our integrated sustainability approach. Stakeholder engagement is undertaken with a far broader
aim than merely communicating 'to’ various stakeholder groups. Rather, CBD considers its various stakeholders as key
partners in its endeavors.

Stakehalder Engagement will be free of manipulation, interference, coercion, and intimidation, and conducted on the
basis of timely, relevant, understandable, and accessible information, in a culturally appropriate format. It involves
interactions between identified groups of people and provides stakeholders with an opportunity to raise their concerns
and opinions (e.g. by way of meetings, surveys, interviews, and/or focus groups), and ensures that this information is
taken into consideration when making project decisions.

Our Stakeholder Engagement is informed by a set of principles. These principles are the following

B Commitment is demonstrated when the need to understand, engage and identify with the community is recognized
and acted upon early in the process;

B Integrity occurs when engagement is conducted in @ manner that fosters mutual respect and trust;

B Respect is created when the rights, cultural beliefs, values, and interests of stakeholders and neighboring
communities are recognized;

B Transparency is demonstrated when community concerns are responded to in a timely, apen, and effective manner;

B Inclusiveness is achieved when broad participation is encouraged and supported by appropriate participation
opportunities, and

E Trust is achieved through open and meaningful dialogue that respects and upholds a community’s beliefs, values,
and opinions

Our key Stakeholders are our staff, clients, shareholders, regulators, and communities.
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Corporate Social Responsibility Pillars

The Board of Directors has the power to design, assess, and continuously revise the Corporate Policies, which contain
the guidelines governing the conduct of the Bank and further develop the principles reflected in our Purpose, Vision,
and Values and the other rules of the Corporate Governance system.

Our Corporate Social Responsibility policy is intended to promote a culture of social responsibility within the
organization, which contributes to the sustainable creation of value for our Stakeholders.

We contribute to the development of communities by promoting educational and cultural initiatives and also undertake
initiatives to protect vulnerable groups.

Being a responsible organization is integral to our success and we are engaged on the issues that matter most to our
Stakehalders. Our employees are guided by a common set of values that ensure we deliver on our goals while also
helping to address local challenges.

We carry out our business enterprise and our own business model with the objective of sustainably creating value for
saciety, customers, shareholders, and the communities in which we are doing business, providing high-quality service
through innovation and maintaining awareness of the opportunities offered by the knowledge economy.

Our CSR objectives are the following (i) providing and raising awareness about preventive healthcare preserving
and promating sports (i) investing in youth and encouraging them (i) promoting education and cultural activities
(iv) encouraging volunteering through social activities aiming to create livelihoods for people, especially those from
disadvantaged sections of society and (v) promoting sustainable finance.

Supporting Sports, Culture and the Arts

At CBD, we aim to celebrate the uniquely beautiful culture of the UAE by embracing Emirati traditions and heritage, as
well as supporting sports events and arts. The Dubai Plan 2021 envisions a city that is “vibrant and active, providing a
rich cultural experience and globally distinctive entertainment outlets”

The Bank sponsors many cultural activities across the UAE in order to promote and celebrate the UAE's traditions and
its art and culture. We are a key player in promoting sports and athleticism among the youth.
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CSR Initiatives 2021

In 2021, the bank undertook several initiatives reinforcing
its commitment as a responsible corporate organization.

In line with supporting the UAE government's initiatives,
the Bank donated to 31 charitable, educational, research,
and training and rehabilitation centers for people of
determination in the country.

Humanitarian Work is a deeply ingrained value in the
UAE that the late Sheikh Zayed has instilled in every UAE
citizen to ensure that the country remains an oasis of
goadness, giving and humanity.

This approach, propagated by the late Sheikh Zayed, is
best embodied by the keenness of the wise leadership
of the UAE in leading the efforts in providing relief to
various nations and countries during their time of need.

During the year, many of our staff visited various NGO
organizations to support their objectives and purpose,
including Al Jaleela Foundation and Al Noor Centre.

Over the past 26 years, CBD has been a long standing
partner with the Jebel Ali Horse Racecourse, backing the
UAE's culture and sports heritage ambitions. In total,
CBD has sponsored 8 races in 2021.

For the fourth consecutive vear, CBD collaborated with
UAE Red Crescent to organize the "Back to School”
initiative, which aims to support those who are less
fortunate, by providing them with the necessary items for
their children's educational well-being and happiness. The
initiative was held from 22 August to 5 September 2021.
With the support of the Bank's staff and their families,
CBD was able to collect 24 boxes along with donating 20
vouchers from Dubai Library each worth AED 50.

In addition, CBD staff joined the October Breast Cancer
Awareness month campaign to helpinraising awareness
about breast cancer and encourage women to go for
regular screenings and seek medical care to help detect
and treat the problem early.

In total, our staff contributed, approximately 1,500
hours of volunteering work in the year 2021.
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CBD PEOPLE:

Our People

Our Employees are our most valuable asset as we
continue to grow and transform our business. The
promise to all of our customers is that we are the bank
thatis '‘backing your ambition’ However, this promise can
be truly delivered only if we first back our employees by
enabling, empowering and encouraging them to exhibit
the CODE values of Collaboration, Ownership, Delivery
and Excellence in everything they do.

Further, we focus on innovation, learning and diversity,
which helps us attract, develop and retain the right
talent, and provide the foundation for the growth of our
business.

This section brings together the interconnected ways
we think about diversity and inclusion at CBD. It sets out
our strategy to build and maintain a high performance
culture enabling our employees to feel supported
professionally and part of a community, providing
equality of opportunity for talent at all levels and from
all backgrounds to grow.

Our culture is guided by our four core values:

Our Values

Collaboration: “One Bank Together Now"

Ownership — What we say, we do

Delivery — We drive flawless execution through effective
planning

Excellence — \We win together through service excellence

Employee Engagement

Coming out of a very challenging year for our employees
in 2020, 2021 allowed for a return to mare normal ways
of working for our employees and the Bank alike. The
health and well-being of employees continued to be
given the highest priority.

The Bank's employee engagement score remained at
the same high level as in 2020. Employees gave positive
feedback on the continued handling of the pandemic as
well as commenting favourably on other key measures
including the vision and execution of the Bank's strategy
as well as the capability of the management and senior
leadership team.

The Bankwonthe "Employee Engagement Champion” by
LinkedIn Talent Awards MENA. The award is presented
to companies who have excelled at engaging with talent,
creating an inclusive workplace, building a solid brand

while encouraging learning and development, as well
as focusing on employee retention. It also recognizes
entities that demonstrate remarkable adaptability,
innovation and creativity in the talent space.

Diversity & Inclusion

We believe that diversity in our workforce makes CBD a
stronger business. To build and maintain Diversity, we
create a culture that makes everyone feel included and
supparted, and provides equal opportunities for talent at
all levels to grow.




Overall Workforce and Nationality Concentration

CBD

Nationality 2021 2020 2019
UAEN 351 319 300 35% 32% 29%
Indian 261 271 288 26% 27% 27%
Pakistani 86 85 93 8% S% S%
Egyptian 45 48 62 4% 5% 6%
Jordanian 34 38 47 3% 4% 4%
Others 235 234 258 23% 24% 25%
Total 1012 995 1048 100% 100% 100%

Our Female Colleagues in Numbers

Table 1: Total number of female employees in CBD and CBD Resourcing Services (CBDRS') and % of female employees
over the total CBD and CBDRS population

Female Employees 2021 2020 2019 2021 pLopo] 2019
CBD 420 390 400 42% 39% 38%
CBDRS 76 75 102 24% 22% 24%

Table 2: Total number of UAEN female employees in CBD and % of UAEN female employees over the total CBD
population

Female Emirati Employees

CBD

2021

2020

2019

2021

2020

2019

‘ 256 ‘ 228 ‘ 218 ‘ 25% ‘ 23% ‘ 21%
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Our Emiratization Approach

At CBD, we align with the UAE Government's strategy to increase the Emiratization rate within the Banking sector and
support the country’s ambition to attract and develop UAE Nationals into this core industry. To support this ambition,
we focus on the implementation of different learning and development programmes for our UAEN colleagues in order
to support their career ambitions and back their ongoing professional development across the Bank.

Table 3: Percentage of Emirati Employees

UAEN Employees 2021 2020 2019
UAEN in Top Management
(% UAEN of all Top Management) 28% 27% 20%
UAEN Employees % 35% 32% 29%
Expatriate Employees % 65% 68% 71%

Talent Management
CBD is committed to building a performance management and development framework that will enable all employees

to drive performance and realize their potential through their continuous learning and development, which in turn will
help to build organizational capability.

Performance Management and Pay
At CBD we operate a performance based compensation approach. What this means is that employees are rewarded

based on both their individual performance as well as their business unit. Our performance-based pay includes bonus,
incentives and recognition awards.

The performance management cycle:
Stage 1 — Planning through KPI setting as well as discussing and agreeing an individual development plan

Stage 2 — Mid-year review of performance is an opportunity to provide feedback, discuss areas of improvement and
review KPls, if required

Stage 3 — Year-end Assessment of performance to determine individual performance ratings of all employees
Employees whao are assessed outside of Performance Management cycles are reviewed through the respective
performance assessment schemes such as Sales Performance Management System, Collections Performance

Management System, et cetera. These are managed on a monthly or quarterly basis in line with the type of the role/
business function.
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Reward & Recognition

Our Total Reward Framework

At CBD, our Total Reward Framework comprises of cash remuneration as well as benefits and recognition. The
rewards and recognition provided at CBD are commensurate with market benchmarks and are differentiated based
on performance.

Remuneration Package:

Fixed pay includes basic salary and allowances, which are primarily determined by the market value of the job, the
performance of the employee and the overall experience of the candidate.

In addition, there are other components of the remuneration package, including:

[ Variable Pay: Bonus / Incentives
[ Non-Cash Benefits

[ Recognition Awards

[ Long Term Incentive Plan

Our Recognition Programmes

Our recognition programmes have been animportant tool during the pandemic to show our employees our appreciation.

At CBD we faster a work environment where employees are recognized for driving high performance and displaying
behaviours that align with our culture, demonstrating Collaboration, Ownership, Delivery and Excellence (CODE’).

The CODE Awards are given to recognise employees and Line Managers who demonstrate both personal drive and
positive behaviours aligned to CBD's CODE Values.

SPOT Award is a program designed to enable Line Managers to nominate their employees for displaying good behaviour
and process enhancements instantaneously.

Full-Time Employee Benefits

[ End-of-Service Benefits [¥ Paid Leave for Exams

[ Health Insurance [ Paid Leave for Volunteering
[ Life Insurance ¥ Flexible Hours

[ Financial Facilities ¥ Working From Home

[ Enhanced Annual Leave [/ National Service

¥ Maternity & Paternity




Flexible Hours

As part of our ongoing ambition to create a high performance organization, we launched flexible working hours across
the Bank in 2020. In this context, we strongly believe that the quality of work and output delivered to our customers
throughout the working day is more important than the number of hours spent in the office. Working days can
therefore start from 7AM to SAM and finish from 3.30PM to 5.30PM. This flexible approach remains unchanged after
the working week changes announced by the Federal Government at the end of 2021.

Employees need to work 8.5 hours per day from the time they start work. We believe that flexibility in our working
hours will allow employees to manage their work and personal lives in balance. Such flexibility can be provided only
without inconvenience to customers and disruption to normal business, so all working arrangements must be agreed
in advance with the relevant line manager and approved by the Department Head.

This arrangement does not apply ta Branches, Contact Centre or any other roles where shift working is required and
these patterns of work will remain unchanged.

Working from Home

During 2020, we introduced the remaote working policy to ensure business continuity during emergency or crisis
management situations like the Covid-19 pandemic. The policy is now used in conjunction with our flexible hours
approach to enhance the level of flexibility offered to our employees. To avail of remote working arrangements
employees will need to agree with their Line Managers and seek approval from Group Heads. This is applicable only
if the job role of an employee allows them to have remote access whereby all technology and accesses required are
available to perform their duties. Line Managers are expected to manage employee performance with clear measurable
deliverables and communicate regularly with employees during the remote working period.

Wellbeing

We are committed to employee well-being and during 2021 CBD offered employee benefits that supported the mental,
physical and financial health of our colleagues.

Physical Health

During 2020 we ran virtual training sessions with “Be Strong, Scientific Fitness” to provide employees and their family
members with a series of exercise routines to focus on their physical wellbeing while warking fram home. A number
of virtual education sessions were also run to educate employees on a range of topics associated with physical well-
being. As we moved back into the office in 2021, the Bank ran the first ever “Deskercise” session for all teams across
Head Office and cross-fit sessions to encourage team members to stay active.

Health & Wellbeing e-learning on LMS

We introduced a dedicated Health & Wellbeing catalogue in 2020 and have continued to enhance its content through
2021, This e-learning is accessible to all employees and provides them with short virtual courses on health tips.

COVID-19 Safety Measures
Sanitizers, face masks and social distancing became a natural part of the office routine during 2021, together with daily

office sanitization and partition shields for cubicles. COVID cases were closely monitared by HR Business Partner’s and
reported to Head of Human Resources & Head of Operational Risk on a weekly basis.

Wellness Communications and Campaign
Dedicated weekly Coronavirus communications that started in 2020, continued to be sent to all employees during

2021 to provide them with relevant and updated information about Covid-19 as the pandemic continued to evolve.
These included useful health and wellness tips to facilitate self-care.
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Learning & Development

(CBDis committed to supporting the cantinuous learning and development (L&D) of its employees to build organizational
capability. Developing the overall competence of employees is an investment that drives both organizational and
individual goals. The Bank is committed to facilitating learning and development interventions which enable all
employees to drive performance and realize their patential. Ongoing learning and development of employees across
the bank is essential for people to be successful.

The learning and development principles are defined in the following diagram:

R

function and the strategic direction of the organization. Higher Engagement
Opportunities for Career Growth

Relevance: Ensure alignment to the development needs identified by the

Access: Facilitate access, transparency and ease of usage for
WD ITICETTA A T LS Higher participation in learning activities

Lean: Drive efficiency in operations, be quick in
response andinimble to requests for enhancement. Sustainable infrastructure for facilitating learning

Learning Framework

The 70:20:10 learning principle is applied wherever possible. 70% of the learning is facilitated on the job through
experiential learning, 20% through social learning and 10% through formal learning including e-learning. Social learning
helps improve and reinforce formal and experiential learning.

Experiential Formal
Learning Learning
Work-related collaboration Peer learning and coaching Learning program support
On-the-job performance support Mentoring High potential development
3Es EXPERIENCE EXPOSURE EDUCATION
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L&D Coverage

Total L&D Coverage Unique Delegates &
Headcount
8000 es 6306
6000 4845 2000
1500 1390 1469 11961343 1259 1340
4000
1000
2000 500
0 0
No of programs attended by employees 2019 2020 2021
H 2019 2020 m 2021 m No of unique delegates Total no. of staff

Across the Bank in 2021 there was a 15% increase in number of learning initiatives attended by employees. These
include In-house classroom, virtual trainings, EIBFS training programs, open sesame (digital library) training programs
and other online learning programs.

Taking into consideration the overall population of the Bank the unique delegates increased by 5% from 2020, with a
total of 94% of Bank employees partaking in development activities at CBD.

At CBD 6,306 learning initiatives were undertaken during 2021. The trend has continued with a much greater delivery
through Virtual Trainings (106% increase from 2020) and a 75% increase of eLearning programs. This shift now appears
to be the way forward for the delivery of training. Even though we expect a return to classroom trainings in the coming
years, specifically for soft skills programs, there is no doubt the landscape has now changed as we utilize digital delivery
methods more and more.

We continued to leverage our digital platforms such as the Learning Management System (Docebo) and MS Teams to
deliver more learning solutions ta the Bank's employees.

2020 - Delivery Methods 2021 - Delivery Methods
m Classroom m Classroom
m Concall m Concall
m E-learning m E-learning

On-the-Job Training On-the-Job Training

m Seminar/Conference m Seminar/Conference

m Virtual Learning Training m Virtual Learning Training

m Webinar m Webinar
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Learning Management System (LMS: Docebo) Platform Update

A

Digital
Library:
(Open
Sesame)

docebor

Docebo

New
Mandatory
External E-

learning
Courses

Leadership Lea r n (LMS) 3y
S

Series:
Webinar

v

CBD's Digital Library in partnership with Open Sesame saw a significant increase (233%) in usage compared to the
previous year. We offered a number of interactive and informative elLearning modules across a range of categories
such as Leadership, Communication, Decision Making, IT and Health & Wellbeing.

As part of our continued compliance to regulatory requirements, all our employees undertake Mandatory eLearning
Programs in areas such as Anti-Money Laundering, Fraud, Business Continuity Management and Information Security
Awareness. In 2021 we achieved a 97% completion on all the programs.

In partnership with the mobile based learning platform Knowingo, we launched our Consumer Protection Training on
this innavative platform, significantly enhancing the user experience and retention of knowledge for our employees.

Certifications

To ensure employees at CBD remained up-to-date with industry standards, we certified a number of employees in the
following specializations: PMP, International Compliance, CISI, CIPD, and ACAMs.

PROJECT
MANAGEMENT
PROFESSIONAL

1 CAMS. R

CERTIFIED
ANTI-MONEY
LAUNDERING
SPECIALIST

CHARTERED INSTITUTE FOR
SECURITIES & INVESTMENT

EIBFS

One of our key training providers is the Emirates Institute for Banking & Financial Studies (EIBFS') and in 2021, our
employees continued to access learning programs through EIBFS which was delivered via e-Learnings and virtual
trainings to replace classroom trainings. Overall in 2021 we saw an increase of 17% usage of EIBFS programs.

EIBFS Training Programs

600 545

500 465
400
300
200

100

2019 2020 2021
M EIBFS Training
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Emiratization Focused Learning & Development Programs

Emiratization is a key focus and strategic objective for our Bank. To support this important objective, we run a number
of programs for the development of UAEN talent within the Bank.

Next
Generation
Leadership
Program

Tatweer -

Mid-junior
Development
Program

Tumoo7 -
Management
Graduate
Program

Future Proof
Bankers for
Hi-POs

Professional
Certifications

Tumoo?7 Management Graduate Program:

Thisis a unique structured program for fresh UAE graduates. The program is designed to equip the graduates with skills
that will prepare them for seamless integration into a corporate role after university. Each graduate is assigned to a
specific department where they undergo On-The-Jab learning while simultaneously attending formal training courses
for technical and soft skills. All participants are assigned a Senior Manager in the Bank wha serves as their mentor to
help them define their career path. A final presentation on product and process enhancement is the Capstone project
for this program. All participants are evaluated at the end of 12 months to assess their readiness to move into an
Assistant Manager position.

Womens Development Program: Launched in February 2021 for 14 UAEN Women at middle management level and
above, completed in June 2021. This culminated with a TEDx style panel presentation to the CEO and the awarding of
an ILM Certification.

Accelerator Program: Launched in October 2021 to develop aspiring UAENs who would like to take up more senior
roles in the Bank. The program provides structured development activity and coaching,

Further Graduate Development: The new batch of graduates for 2021 were enrolled into the Certified Banking
Operations Certification delivered by EIBFS in collaboration with Banking Institute of Hong Kong. The certification
provides a springboard to acquire relevant banking knowledge.

Tatweer (mid-junior development program): Designed to provide professional development opportunities for existing
UAEN employees. This program covered 3 major topics: Cammunicating with Impact, Understanding and Accepting
Change and Teamwork and Collaboration.

Future Proof Banker (mid-level development program): A customized program delivered in collaboration with EIBFS
with the objectives of upskilling our existing UAEN employees. Topics included Emerging Technologies, Design Thinking
Led Innovation and Saocial and Emotional Intelligence in a Disruptive Workplace. The program was supported by one-
to-one coaching that focused on helping participants apply their learning in the workplace. The program’s Capstone
project culminated with a panel presentation identifying various innovative changes that can be implemented in the
bank to keep pace with the digitally disruptive landscape. 12 employees bank-wide completed this program in 2021.
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FINANCIAL INCLUSION:
-~ Technology & Innovation

CBD’s Digital Transformation

CBD was one of the first banks to start digitizing its
services as it launched UAE's first digital-only bank.
This bold initiative is part of a strategy that has been
in place for many years, with the aim of making digital
technaology the main driver of its business development.
CBD maintains its image as a “default digital” bank, with
a large part of its projects focused on digital solutions
with practical and fast functionalities that align with the
needs of connected customers.

The successful transformation of CBD is the result of
visionary governance of the transformation agenda,
which is based on several pillars such as:

® The customer at the heart of the strategy: The
cornerstone of any arganization is its customers; and
at CBD, we put the customer first in addressing their
requirements, ahead of anything and everything else.
We strive to build healthy and long-term relationships
with our clients by identifying their needs and at
the same time providing the best possible service
experience faor them.

® A shared vision of “the digital bank of now": In
order to achieve the desired objectives together, CBD
is multiplying its efforts to unite all teams around a
common goal. Digital transformation is seen as a
collective commitment where results will benefit
everyone.

= Agility and experimentation: In order to succeed in
the digital transition, the Bank favours an agile and
collaborative approach that embeds the different
functions in the design of new solutions. We
experiment to perfect products and then offer them
in a relevant way to the customers.

= Partnership with Fintechs: In order to accelerate the
innovation process, CBD quickly realized the benefits
of partnering with fintechs as they offer agility and a
more nimble approach while banks provide the scale,
trust, regulation and customer base, making it a win-
win solution for the customer.

In order to continue investing in the future, positioning
ourselves as the “the digital bank of now’, CBD initiated
a series of transformational digital initiatives under
the heading of “Direct from Customer” or "DFC" Under
DFC, customer journeys were redesigned to provide
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fully digitized products and services to “New" as well as
“Existing” customers without any paperwork or human
interface. All customers can now:

® (Open currentand savings accounts real-time instantly
using just their Emirates ID

®m Apply for personal loans and get money credited into
their accounts instantly

= Apply for credit cards and get virtual cards instantly

® Perform various services instantly including cards
activation, PIN change, cards blocking/ unblocking,
supplementary cards application, and limit change

CBD has also launched the first of its kind CBD Digi
account, an instant digital account with no requirements
for minimum balance or salary transfer. The CBD Digital
Account enables new-to-bank customers to open a
CBD account instantly, in less than 3 minutes, at their
convenience, anytime and from anywhere, and enjoy
amazing rewards for their day-to-day banking.

Positioned as 'the UAE's Most Rewarding Digital Account;
the CBD Digi Account offer customers a host of free
banking services including free remittances with best
in market exchange rates, free ATM withdrawals across
the CBD ATM netwark, and a free cheque book, as well
as an option to open up ta 11 multi-currency accounts,
including a Gold account. What's more, customers do
not need to maintain any minimum balance or transfer
their salaries to open the account.

CBD has also extended the digital onboarding experience
to Credit Cards and Personal Loans. Through these
services, customers can instantly get a virtual credit
card and a personal loan disbursed to their accounts in
minutes. All these products can be instantly and digitally
availed using just a smartphone and an Emirates ID.

Since the launch of the “Digi Accounts” offering, CBD
has witnessed an increase of new to bank customer
sourcing by four times, 92% of which have come through
digital channels. Remittance volumes have doubled
and monthly spending across debit and credit cards
have increased one and a half times. Overall Cost per
Acquisition has reduced by 50% and the digital adoption
rate is up to 81%.



Commercial and Corporate Banking

Since its inception in 1969, CBD has differentiated itself
from competitors by being a bank by and for the family-
owned and managed businesses across all the Emirates
in the UAE. Our team of highly qualified Relationship
Managers offers a broad range of sophisticated financial
solutions, backed by strong operations support and
advanced technology, which enables us to understand
and meet each client’s specific financial requirements.
CBD provides its customers with bespoke, digital and
innovative financial solutions through an unparalleled
banking experience whilst providing them with the
necessary support and advisory tools to grow their
business.

CBD's comprehensive range of innovative and
highly sophisticated products and services, including
payments, collections, and liquidity solutions, has helped
organizations streamline their internal processes,
mitigate risk and become more efficient. The solutions
offered are based on the industry and clients’ specific
requirements which meet their working capital needs.

CBD has always been at the forefront of bringing banking
innovations to the market. Over the past few years, CBD
has expanded its payments and cash management
range of solutions, which includes its market-leading
online banking platform, iBusiness which is leveraged
by over 10,000 clients to perform all their banking and
sophisticated liquidity management and receivables
management solutions.

Tomake banking even mare convenient for our wholesale
banking customers, the Bank has introduced the
“iBusiness” Maobile Banking Application, which enables
our clients to view and download account statements,
view account summary and details, as well as allowing
them to approve transactions instantly by scanning a
QR Code. With a simple design and seamless banking
experience, CBD's iBusiness Mobile App is secure, easy
to use, and provides wholesale banking customers with
the opportunity to bank on the go.




FINANCIAL INCLUSION:
e Product & Services Responsibility

In engaging with our customers, the Commercial Bank of Dubai is committed to actively collaborating with extreme
ownership in delivering flawlessly exceptional service encounters at every touchpoint.

As a Bank, our obligations to our customers are elucidated in our Customer Charter and primarily covers 4 key
assurances:

Customer First — \We will put a premium on our customers by providing courteous and prompt
services with the objective of creating sustainable relationships, meeting and enhancing our
customers' financial goals.

Z@.’ Innovative — We will consistently innovate to create solutions for convenient banking across all
R\Y’A channels.

Trust — We undertake to maintain the privacy and confidentiality of the personal and financial
information of our clients. Our bank upholds transparency in regards to the terms, conditions,
fees, and charges of the products and services offered.

Responsive — We assure our customers that all queries and requests will be handled in an efficient
and timely manner. Our customer feedback and suggestions are extremely important to us and
we are committed to listening to you.

Our customers are our highest priority and the Bank has created various touchpoints far them to reach us. These
channels allow our customers to inquire about products and services offered, to submit requests, to provide feedback
and suggestions and if required to raise complaints.




Our Information Channels Our Feedback Channels

Website — www.cbd.ae Mabile Banking

Branches — (https:/www.cbd.ae/general/branch- Branches — (https:/www.cbd.ae/general/branch-
atm-locator) atm-locator)

Contact Center Contact Center

Retail customers - +971 600 575 556 Retail customers - +971 600 575 556

Entity customers — +971 4 2112848 Entity customers — +971 4 2112848

Islamic customers - +971 600 527 223 Islamic customers - +971 600 527 223

Online Banking

Mobile Banking Email — customercare@cbd.ae
Online Banking Relationship Managers (where applicable)
Branches — (https:/www.cbd.ae/general/branch- QOO0 /bduae

atm-locator)

Chat with AYSHA, our virtual chatbot

Contact Center

Retail customers - +971 600 575 556
Entity customers — +971 4 2112848
Islamic customers - +971 600 527 223

Central Bank - www.centralbank.ae

Voice of Customer Program

In CBD, our Voice of Customer Program is designed to effectively listen to our customers so that we can capture and
address feedback received at every touchpoint and onboarding experience.

In 2021, we expanded the utilization and prominence of our Net Promoter Score (NPS') survey. The NPS score is
a measure of customer advocacy and provides CBD with an understanding of how our customers regard CBD and
its services. We have also established a baseline scare for our NPS scores for customers across Retail, SME and
Wholesale banking and will track and measure improvements on this critical measure. A key component of this goal is
how well we listen to our customers.

In addition to our NPS baseline, we have also identified specific customer journeys where we will measure our
customers' satisfaction. Throughout 2022, we will focus on customer journeys such as wholesale credit applications
and complaint handling to improve the turnaround times on the processes that our customers tell us are the most
important to them.
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GOVERNANCE:
2l Business Continuity

Business Continuity

Business disruption can happen at any moment and
has the potential to significantly impact the ability of
the Bank to serve its customers. The CBD Business
Continuity Framework aims to ensure that the Bank is
well prepared and has a robust recavery plan in place
to deal with such difficult situations, ensuring that the
organization can continue to function with as little
disruption as possible.

The framework includes:
m identification of mission critical tasks;

m testing disaster recovery processes, with clear
demarcation of roles and responsibilities, and

m ensuring clear internal and external communication at
the right time.

Managing COVID to Protect Society

In 2021, the world continued to be afflicted with the
Coronavirus disease (COVID-19), which has been among
the biggest threats to society, public health systems,
and the world economy in the modern era.

However, CBD maintained its success in managing the
threat to the Bank's aperating effectiveness and the
health of its staff which continues to be in compliance
with the guidance from the UAE government health
authorities.

In Q1 2021, the Bank successfully hosted a vaccination
clinic for its staff, their families, household members,
all our support staff, and even other local businesses
to support the vaccination drive, and to fully align to
the Government's strategy to combat the Coronavirus
disease. By the end of 2021, 89% of staff were fully
vaccinated against COVID-19.
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The Bank has tirelessly driven its digital transformation
programme to effectively and securely allow its
customers to utilize and benefit from the Bank’s services
remotely, and protect them from unnecessary exposure.
The feedback received from our customers, staff and
other stakeholders has been very positive on how
the Bank has managed this crisis and how it has kept
everyone safe.

Moreover, the Bank has continued to send awareness
messages to its customers about cyber threats, to
help society protect itself from fraud. This initiative is
doubly important as many fraudsters proliferate during
vulnerable times.

During the COVID-19 crisis, criminals took the
opportunity to change their attack vectors as society
relied more and more on remote services. The Bank
proactively sent awareness emails and SMSs, as well
as posted messages on its social media to warn the
public about the emerging threats. The Bank actively
supports initiatives to raise society's awareness to
protect themselves and their funds, especially during
challenging times.
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GOVERNANCE:
l Privacy & Security

In this digital era of internet connectivity and enhanced
online pracessing capabilities, CBD is at the forefront of
making sure our customers are provided with the best
protocals in safeguarding their interests against cyber
threats.

CBD recognizes that digital transformation is essential
in streamlining banking processes and accelerating our
customers' growth. This is why along with the innovative
products and services CBD offers, we also reinforced our
commitment to protecting our customers'’ information
online.

Our Approach

(CBD requires personal, business, and financial
information to serve our customers and provide them
with the best banking experience possible, and we are
holding this data to the highest international standards
to ensure safety among our customers. This effectively
maintained trust and confidence from stakehalders ever
since CBD took the first step in digitizing its processes
in the UAE.
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The information we store is protected by advanced
technology and multilayered privacy safeguards
appropriate to the sensitivity of the data. Some key
features include:

m A framework of policies and protocols conforming to
international data protection standards, both online
and offline to ensure maximum security

B Rigorous encryption and verification standards to
ascertain the identity of an individual

B Training and awareness-building among staff and
employees

®m Regular risk assessments and  compliance
counterchecks to keep the integrity of the security
measures

Moreover, CBD enlists community support in keeping
everyone safe from cyber threats. The Bank sends
regular natices through email, SMS, and social media
posts to keep the banking community, as well as our
customers, up to date with the most recent threats
floating around.

Such a holistic approach to data privacy and security
positions CBD as both a leader and an active playerin our
collective fight against internet threats and fraudulent
practices.
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g ENVIRONMENT:
Our Environmental Responsibility
Water Consumption

Over the past few years, CBD's consumption and expenditure on plastic water bottles has reduced by 28%. However, we
are cagnizant that more needs to be done in this space. It is estimated that the average UAE resident consumes 450
plastic water bottles per vear. Our initial project for 2022 is focused on further reducing our usage of plastic bottle. We
will lend our support to the "Dubai Can” sustainability initiative, under the patronage of His Highness Sheikh Hamdan
bin Mohammed bin Rashid Al Maktoum. CBD will be encouraging its staff to reduce using single-use plastic battles by
providing all staff with free reusable water bottles. CBD is also exploring options to install water stations across its Head
Office and branch locations.

These initiatives aim to drive awareness about sustainability and encourage staff to build a sustainable future while
contributing to conserving the environment.

Paper Consumption

As part of its continued efforts to reduce paper consumption, CBD has implemented a new Managed Print Service
initiative and has managed to reduce the expenditure on paper by 47%. This has been done primarily by encouraging a
move to e-statements and digital communication thereby minimizing paper consumption. Through the Managed Print
Service initiative, the Bank has allocated dedicated printing areas where employees get access to the printing facilities
using their CBD access card.

This initiative has helped the Bank in saving money as well as reducing the environmental impact by using more
energy-efficient devices, thereby reducing paper waste and shrinking the carbon footprint associated with printing.

CBD has also installed recycling bins across its Head Office and branches and has partnered with an environmental
agency to collect the recycled items regularly, thereby helping in saving the environment and encouraging efficient
recycling habits amongst staff.

Electricity Consumption

Over the past few years, the Bank has been focusing on reducing its electricity consumption with measures such
as switching to LED lights and implementing auto sensors which turn off lights automatically after working hours.
During 2021, the bank also changed several of its Branch signages to LED and has initiated a plan for all the remaining
branches to be converted to LED in 2022,

As highlighted in our ESG Framework the environmental pillar is a key area for exploration and development throughout
2022.

Same of the specific areas of exploration and focus during 2022 include the following:

B Green product exploration to cater to the needs of an increasingly environmentally-conscious customer base
® Procurement framework evolution to promote green vendors
® “Reduce, Reuse, Recycle” drive across our head office and branch network

m |SO Certification to help measure CBD against international best practices, benchmarks and standards
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