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1. Introduction and overview

Legal status and activities

AlKhaliji France S,NAE operation§ t h e 0 B a'h R R Sa bthAcE 6f a foreighrench registered bank
with its Head Office in Paris, France (the “ Heezé
Emirates in 1973 as a retail bank andrently has two branches, one each in the Emirate of Dubai and Abu
Dhabi.

Masraf Al Rayan and Al Khalij Commercial Bank, the latter being 100% shareholder of Al Khaliji Framise S.A
have completed a merger on 1 December 2021.

The Bank’ dicein®gpai s meaponsilole for managing the operations of the United Arab Emirates
Branches. The regional o f 4207cDeibaisUnitee Arab&mimtese d a d dr e

The principal activities of the Bank include accepting depoisitestments in bonds,granting loans and
advances and providing other banking services to customers in the United Arab Emirates.

Purpose and basis of preparation

The Bank is regulated by the Central BanRdisodsurdJni
requirement guidelines issued by the CBUAE.

In February 2017, new Basel Ill capital regulations issued by CBUAE came into effect for all Banks in the U/

This document presents Pill&rdisclosures which complements the Basel 1l minimunitaapequirements

and the supervisory review process of the Bank. These disclosures have been prepared in line with
disclosure templates introduced by the CBUAE guidelines on disclosure requirements (vide Notice N
CBUAE/BSD/N/2020/498MWNotice No. CBAE/BSD/N/202/5508, Notice No. CBUAE/BSD/N/2022/1887
Notice No. CBUAE/BSD/N/208280) published in 12 November 20280 November 202109 May 2022and

30 December 202&spectively.

These disclosures are being done on the financial figures of AKépevaEonsonly.
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1. Introduction and overview(continued)

Applicability of PillaB disclosure templates

Below is the list of the CBUAE prescribed P8laisclosure templates which are applicable for quarterly
publication and comparison to the disclosure included in this document.

. . KM1 Key metrics Included

Overview of risk :
management and RWA OVA Bank risknanagement approach Included

ovi Overview of Risk Weighted Assets Included
Linkages between financi Main sources of differences between regulatc
statements and regulatoryiRy exposure amounts and carrying values in financ Included
exposures statements

cci Composition of regulatory capital Included
Composition of Capital cc2 Reconciliation of regulatory capital to balance she Included

CCA Main features of regulatory capital instruments Not applicable

Macro-[_)rudentlal CccyBl Geographical d!Stl‘IbutIOI’l of credit exposures usec Not applicable
Supervisory measures the countercyclical buffer

Leverage Ratio LR2 Leverage ratio common disclosure template Included

LIQA Liquidity risk management Included

LIQ1 Liquidity Coverage Ratio Not applicable
Liquidity LIQ2 Net Stable Funding Ratio Not applicable

ELAR Eligible Liquid Assets Ratio Included

ASRR Advances to Stable Resources Ratio Included

CRA General qualitative information about credit risk  Included

CR1 Credit qualityof assets Included

CR2 Chang_es in the stock of defaulted loans and d included
securities

Credit risk CRB Additional disclosure related to credit quality included

assets

CR4 Standardised approach credit risk exposure anc included
CRM effects

CR5 Standardlsgd approachexposures by asset class Included
and risk weights

General qualitative disclosure requirements relat
Market Risk MRA to market risk Imeleiee
MR1 Market risk under the standardised approach Included

lalisese =nies ke i sl IRRBBA  IRRBB risk management objectives and policies  Included
banking book (IRRBB) IRRBB1 Quantitative information on IRRBB Included

Operational Risk OR1 Qualitative disclosures on operational risk Included

. : REMA Remuneration policy Included
Remuneration policy

REM1 Remuneration awarded during the financial year Included

For not applicable statuselatedtemplateshave not been disclosed as part of the disclosure report
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2. Overview of risk management and RWA
2.1 Key metrics (KM1)
An overview othe bank's prudential regulatory metrics.
(a) (b) (©) (d) (e)
Sn. | Description 31-Dec22 | 30-Sep22 | 30 Jun22 | 31-Mar-22 | 31-Dec21
AED'000 AED'000 AED'000 AED'000 AED'000
Available capital (amounts)
1 Common Equity Tier 1 (CET1) 501,370 546,170 545,788 545,993 545,635
la | Fully loaded ECL accounting modk 501,370 546,170 545,788 545,993 545,635
2 Tier 1 501,370 546,170 545,788 545,993 545,635
2a _'?i‘fe”ryl'oaded ECL accountingmodi 541 370/  546,170|  545,788| 545993 545,635
3 Total capital 508,287 553,285 552,879 553,244 552,381
3q | Pullyloaded ECL accountingmod{ 48 567 553085| 552,879  553,244| 552,381
total capital
Riskweighted assets (amounts)
4 Total riskweighted assets (RWA) ‘ 647,812 677,917 675,760 689,706 647,696
Riskbased capital ratios as a
percentage of RWA
5 Common Equity Tier 1 ratio (%) 77.39% 80.57% 80.77% 79.16% 84.24%
Fully loaded ECL accounting modk o o o o o
5a CET1 (%) 77.39% 80.57% 80.77% 79.16% 84.24%
6 Tier 1 ratio (%) 77.39% 80.57% 80.77% 79.16% 84.24%
ga | ullyloaded ECLaccountingmods 75 5q00|  go5796  80.779%|  79.16%|  84.24%
Tier 1 ratio (%)
7 Total capital ratio (%) 78.46% 81.62% 81.82% 80.21% 85.28%
7a | Pullyloaded ECL accounting modi 7 4a00  81.6206|  81.8206|  80.21%|  85.28%
total capital ratio (%)
Additional CET1 buffer
requirements as a percentage of
RWA
Capital conservation buffer 0 0 0 0 0
8 requirement (2.5% from 2019) (%) 2.50% 2.50% 2.50% 2.50% 2.50%
9 (Coz)untercycllcal buffer requirement 0.00% 0.00% 0.00% 0.00% 0.00%
10 22)”" BSiBadditional requirements 0.00% 0.00% 0.00% 0.00% 0.00%
Total of bank CET1 specific buffer
11 requirements (%) (row 8 + row 9+ 2.50% 2.50% 2.50% 2.50% 2.50%
row 10)
CET1 available after meeting the
12 bank's minimum capital 67.96% 71.12% 71.32% 69.71% 74.78%
requirements (%)
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2. Overview of risk management and RWA
2.1 Key metrics (KM1jcontinued)
An overview of the bank's prudential regulatory metrics.
(a) (b) (©) (d) (e)
Sn. | Description 31-Dec22 | 30-Sep22 | 30-Jun22 | 31-Mar-22 | 31-Dec2?l
AED'000 AED'000 | AED'000 | AED'000 AED'000
Leverage Ratio
13 Total leverage ratio measure 1,449,110 1,502,947| 1,542,010 1,555,742| 1,509,131
14 Leverage ratio (%) (row 2/row 13) 34.60% 36.34% 35.39% 35.10% 36.16%
14a ::el\‘/”e{;‘;zdgaf(co/';)&zfg\?v“;;/”rgv’\j‘?g)‘ 34.60%|  36.34%|  35.39%|  35.10%|  36.16%
Leverage ratio (%) (excluding the
14b ggﬁggg{eagnporary exemptiono|  3460%|  3634%|  35.39%  35.10%  36.16%
central bank reserves)
Liquidity Coverage Ratio
15 Total HQLA NA NA NA NA NA
16 Total net cash outflow NA NA NA NA NA
17 LCR ratio (%) NA NA NA NA NA
Net Stable Funding Ratio
18 Total available stable funding NA NA NA NA NA
19 Total required stable funding NA NA NA NA NA
20 NSFR ratio (%) NA NA NA NA NA
ELAR
21 Total HQLA 510,703 644,846 689,545 681,734 714,817
22 | Total liabilities 820,973 791,901 813,502 820,991 805,024
23 (Eog'b'e Liquid Assets Ratio (ELAR 65 5105 81.430%|  84.76%|  83.04%|  88.79%
ASRR
24 Total available stablinding 1,128,309| 1,228,144 1,254,551| 1,255,367 1,228,802
25 Total Advances 421,400 394,707 431,496 450,651 420,838
26 g‘;‘t’izn(ﬁ/‘j)s to Stable Resources 37.35%|  32.14%|  34.39%|  3590%|  34.25%

1LCR and NSFR are not applicable (NA) for the Bank@B pi&E regulations, instead the Bank in replacement is disclosing
ELAR & ASRR,;

The capital ratio as of 31 De2 & welltbuffered and above the total capital required under ICAAPS4 2%

The Bank has started to report leverage ratio requirements fednbec 21 and remains comfortably above the minimum

3%;

Liquidity ratios (ELAR and ASRR) remairthwéfered and trend comfortably against the minimum requirements of 10%
and 100% respectively.
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2. Overview of risk management and RWA
2.2 Bank riskmanagement approach (OVA)

Description of the bank's strategy and how senior management and the board of directors assess and mana
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

Risk Governance Framework

Al Khaliji France risk governance framework includes set of policies approydcHBgard, procedures, staff,
and control systems through which AKF identifies, assesses, measures, monitors, and controls the risk acr
the UABDperations

TheRisk Management framewoik based on the principle 8##¢ KNES f Ay Sad 2F RSTSy &

N &

First Line of
Defense
N (Business)
e
‘*\_\_/i\
D
Principle of
Risk
Management
S Framework: second Line of\
Third Line of .~ Defense
Defense | _
. ~ "\ (Risk and _
. (Internal Audit) . Compliance) ~
\\\ /// \\\\\V B /

The firstline of defenseconsists of the business functions, which are accountable for the management and
control of all risks at an operational level, and for implementing processes and controls in compliance with th
approved delegation of authority, policiesaprocedures.

The second line of defensmnsists of the control functions, primary Risk Management and Compliance. These
functions are responsible for ensuring that activities of Bankare conducted with proper risk consideration,

and within the RislManagement framework, tools and methodologies, as well as complying with applicable
regulatory requirements. Regular monitoring and reporting to the Head Office and senior managemen
commi ttees are an integral part of these functio

The third ine of defensds internal audit, which is responsible for independently evaluating the adequacy and
effectiveness of key controls and assessing compliance with the approved policies and procedures.

The risk governance structure at Al Khaliji France stsef five layers:
Level 1: the Board of Directors

Level 2: General Manager and Deputy Genglahager

Al Khaliji France S.A. UAE Branclhllar 3 Disclosures 3lecember 202 Page7 of 65
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2. Overview of risk management and RWA
2.2Bank risk management approach (OV&pntinued)

Description of the bank's strategy and how semmnagement and the board of directors assess and manage |
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

Level 3: Senior Management Committees
Level 4 Risk Management
Level 5: Business Units

The Board of Al Khal i ji France estAKBEreditsahddndestmgne c i
Committee” that include members from the Board
decisions on credits and investments within its delegated authority.

In addition to above, The General Manager of Al Khaliji Fransefdraned permanent management
committees to assist him along with the Deputy General Manager to manage the Bank. These are as follow:

9 Credit Committeesvith 3 tier levels

1 AKFAManagement CommitteeAKRVIANCO)

1 AKFRisk CommitteeAKFRC)

1 AKFAsset Liability and Capital CommitteAKFALCCO)

In addition to the above, a UAE Country Manger was appointed to assist the General Manager and the Depi
General Manager in the management of tHAE operations the United Arab Emirates.

Risk Management
The main responsibilities of the Bank’s Risk Mar

liquidity risk, IT & physical security risk, operational risk, business continuity, and frawhdisk ensure
compliance with riskelated reguléions.

The organizational chart of the Risk Management Department aBtrk

General Manager
Country Manager (UAE)

Head of Risk (AKF)

Acting Head of Risk (UAE)

Credit Risk Credit Administration Operational Risk

Al Khaliji France S.A. UAE Branclhllar 3 Disclosures 3lecember 202 PageB of 65
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2. Overview of risk management and RWA
2.2Bank risk management approach (OV&pntinued)

Description of the bank's strategy and how senior management and the boatilestors assess and manage risl
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

Risk Appetite:

The Group has articulated a Risk Appetite Statementregahe level and types of risk the Group is willing to
accept, or avoid, in order to achieve its objectives. Therefore, Al Khaliji France in UAE engages in the activit
which generate risks consistent with the Group Risk Appetite Statement.

Risk Idenffication:

The Bank endeavors to identify all material risks that may affect. Identification is a continuous aaxtipeo
process. It covers all thmurrent activities of the Bank.

Material Risks:

Al Khaliji Franc&.Ahas identified the followingisks as material to its business:

a. Credit & Counterparty risk; g. Interest rate risk in banking book;
b. Market risk; h. Reputational risk;
c. Operational risk; i. Strategy risk;
d. Liquidity risk; j.  Anti-Money Laundry (AML) risk;
e. Compliance risk; k. IT/Cyber risk;
f. Credit Concentration risk; [.  Regulatory risk.
a. Credit Risk & Counterparty Risk
Credit risk is the risk of | osses arising from

to meet their financial commitments.

The credit risk managememprocess involves identification, assessment, control, and deeis#king in
relation to the credit risk incurred in the bank activities. The Business and Risk are both involved in th
process as well as the senior management.

The credit risk arisingrom all exposures is mitigated through ensuring the Bank only enters into
relationships adhering to the Credit Risk Policy and targets clients with inherently acceptable risk profil
and showing ability to repay the loan. For each loan, consideratioivés go the credit rating of the
counterparty, and the potential recovery in the event of default. Collaterals are sought to reduce the risl
of loss in the event of default but does not constitute the only condition for taking the risk.

As part of itsesponsibilities for second line of defense, the Risk department provides regular monitoring
to ensure that all/l exposures are in line with
monitoring of portfolio characteristics such as potiorisk ratings, tenor, country risks, currency, and

Al Khaliji France S.A. UAE Branclhllar 3 Disclosures 3lecember 202 Page9d of 65
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2. Overview of risk management and RWA
2.2Bank risk management approach (OVi&pntinued)

Description of the bank's strategy and how senior management and the board of directors assess and nsksa
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

Industryc oncentration which are examined by the Ba
a monthly basis. Noperforming exposures are monitored on an ongoing basis, and these, along with the

NPL ratios antiquidity coverage ratio for Akhaliji Franc&.Aare reported to theAKFRisk Committee and
to the Group

The risk report presented to thekKFBoard at least twice a year provides additional information related to
regulatory large exposures and to forborne exposures.

The Bank hasgk appetite for wholesale banking activities and retail banking activities targeting mainly
HNWI (High Netvorth Individuals). Al Khaliji Fran8eA seeks to diversify risk by controlling individual and
sector concentration risk and to maintain an expasto country risks that reflects the Group strategic
selections in terms of its foreign operations.

b. Market Risk

Market Risk is the risk of losses arising from movement in mdr&sed prices. The Bank assesses the
market risk exposure and sets asidepital charge using the standardized measurement method as
prescribed under the capital adequacy guidelines by CBUAE;

Al Khaliji France, UAE has limited exposure to market risk.

Finance department performs regular stress tes
(Foreign Exchange) risk and reports the resultBKEALCCOAKFAsset, Liability and Capital Committee).

The Bank'’'s exposurgedandmonitarediased on recorkmendations anade\By
ALCCO, and in line with the Group Market Risk appetite and policy.

Operational Risk
Operational Risk is the risk of losses from inadequate or failed internal processes, gedpiestems or
from external events which include but not limited to legal and information technology risk.

The Bank assesses the operational risk exposure and sets aside capital charge uBamjcthiedicator
Approach(BIA), as prescribed under the capital adequacy guidelines by CBUAE.

The Bank’' s Operational Risk is independently
under Risk Management Department.

The main sources of Operational Risk in the Bank are

1 People: (including insufficient staff, inaccuracy/delay in performance; also related with training quality,
willful circumvention of regulation and responsibility)

1 System (including failure, system limitations, bugs gtc.)

1  Workplace safety conditionsn@luding electric cabling/building, etg.)

1 External (Vendors/ Cards Fraud /Phishing/Skimming etc.).
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2. Overview of risk management and RWA
2.2Bank risk management approach (OV&pntinued)

Description of the bank's strategy and how senior managenagidt the board of directors assess and manage ri
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

RiskDepartment uses an operational risk management tool (Risk Nucleus) which is irtes®et enabling
the Bank to manage the monitoring and reporting of operational incidents.

Fraud Risk Management:

The primary responsi bil it yeducefthe tridk ef frbud ankl ‘'msconauetn a
occurring within theBank which cover four principal elements: internal fraud, external fraud, documentary
fraud and card fraud. The Group is responsible to facilitate fraud awareness through online training, Grou
Faud risk management policies and procedures.
preventing acts of major frauds.

Business Continuity Management (BCM):

BCM supports th&ank in the event of an emergency or business disruption andges\plans to recover
key operations.

The critical systems used by the Bank are covered by a Disaster Recovery Plans, which consists
procedures to undertake recovery of critical information and communication technology systems.

In the event of disastr, the Bank operationally move critical staff to alternate site to recover and support
the continuity of the main business processes.

TheBank hagdefined“BCM Champiorigo performrigorous test and exercise on annual basis to ensure
seamless executioof the BCM plans and procedures.

d. Liquidity Risk
Liquidity risk arises due to mismatch in the adsaility maturity.

The cost of liquidity risk is in terms of either raising fresh liabilities at higher costs or liquidating assets
with greaterhair-cuts.

TheBankaims at maintaining an appropriate level of liquidity, allowing it to meet payment obligations
and support its operations during periods of market disruption where funding becomes inaccessible.

AKF ALCCO is responsible for liquidijnagement and is monitoring the liquidity cash flows from all
major currencies in which the Bank has assets and liabilities.

While the Bank understands that cash flows and not capital are the true mitigants for liquidity risk,
guality capital and abiltto generate liquidity from unencumbered assets (capital) is an important
safeguard against liquidity risk.
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2. Overview of risk management and RWA
2.2Bank risk management approach (OV&pntinued)

Description of the bank's strategy and how semmnagement and the board of directors assess and manage |
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

Being branch of a French entity and fully owned subsidths/Bank is backed by its head office and the
Group to provide adequate liquidity cushion in case of a stressed situation.

The GALCCO is responsible of providing guidance and support to the @8® Ao is responsible of
managing the Bank’s liquidity needs in |ine wi

The Bank sets aside capitdiargefor liquidity risk under Pillar 2 based on the asset liability maturity
mismatchprofile analysis. The Bank computbg cumulative gap (assets minus liabilities) for each time
bucket up to and including that buckethe capital set aside for liquidity risk is estimated as 2% of the
largest negative cumulative gap observed in the asset liability maturity mismatch profile

e. Compliance Risk:

Complianceisk managemenis the process of identifying, assessing and mitigating potential losses that
may arisedue to nonrcompliance with laws, regulations, standards and both internal and external policies
and procedures.

Management practices are intended to maintain compliance with various regulations and laws.

Compliance Risk Management is a continuous process thalvess tracking changes in the regulatory
environment to ensure an organization's compliance is up to date.

Credit Concentration risk:

Credit Concentration Risk represents the risk arising from an uneven distribution of counterparties in loar
portfolio or any other business relationship or from concentration in business sectors or geographica
regions;

For eaclsingle namégroup of borrowers andconomic¢businesssector, theBank sets asideapital charge
and monitorlimits based on &ertainpercentagefrom its loan portfolio.

Interest rate risk in banking book:

Interest rate risk in the banking book (IRRBB) refers to the risk of changes in market prices of assets &
liabilities in thebanking book due to changes in the interest rate term structB@nks have a significant
portion of their assets and liabilities portfolio not marked and carried on the books at their historical prices
The economic value of such assets and liabilities is generally not ascertained on a regular basis and car
a signiicant source of risk if the asset or liiy is not held till maturity.
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2. Overview of risk management and RWA
2.2Bank risk management approach (OVi&pntinued)

Description of the bank's strategy and how senior management and the boatilestors assess and manage risl
enabling users to gain a clear understanding of the bank's risk tolerance/appetite in relation to its main activiti
all significant risks

The Bank is exposed to Interest rate risk as a result of mismatchesrigphieing profile of various assets
and liabilities of the Bank. The mismatch in thepricing profile is measured by computing the Rate
Sensitive Assets (RSA) and the Rate Sensitive Liabilities (RSL) of the Bank.

The Bank estimates the capital chatge assessing the IRRBB associated with its business activities vie
scenario analysis that will measure the impact on market value of assets/liabilities as a result of a shift
the market reference rate. The Bank uses the method indicated in the BCB&y&t)to compute the
impact of interest rate shock on the economic value of equity (EVE).

h. Reputational risk:

ReputationalR sk refers to the potenti al adverse effe
adversely impacted due to factors suah unethical practices, regulatory actions, customer dissatisfaction
and complaints, etc.

Reputational risk has been assessed by the Bank using a scorecard agproaehs aside capital charge
The score was computed based on the response oftiméor and Middle Management regarding current
factors and past events impacting the reputation and potential scenarios and their impact on reputation.
Capital charge for reputational risk can be modeled as a loss in the vaMarkét capitalization of the
Bankafter some reputation risk event has taken place. Such a proxy for reputation risk is still not a widel
used approach.

Strateqgy risk:

Strategy risk refers to the risk of adverse impact oBaan k ' s  eCapitah Reputation or standing
arising fromchanges in the environment tHgank operates in or from adverse strategic decisions, improper
implementation of decisions or lack of responsivenesmtiustry standards developed for measuring it.

The Bank has used a scorecard approach for assessifydltegy riskand sets aside capital charge

Anti-Money Laundry (AML)risk:

An AML risk assessment hel ps identifying Bank
preventative and detective controls.

AML risk has been assessed by the Reitkg a scorecard approaehd sets aside capital chargehe score
was computed based on the response of the relevant unit regarding #gWlgovernance, document
met hodol ogy and their i mpact on Bank’'s capital
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2. Overview of risk management and RWA
2.2 Bank risk management approach (OV@&pntinued)

Description of the bank's strategy and how senior management and the board of directors assess and mana

enabling users to gain a clear understanding of the bank's risk tolerance/appetiation to its main activities anc
all significant risks

K.

IT/Cyberrisk:

IT or Cyber risk represents a threat to business data, critical systems and business processes. It is the
associated with the use, ownership, operation, involvementluence and adoption of IT within an
organization. IT risks have the potential to damage business value and often come from poor manageme
of processes and events.

IT/Cyber risk has been assessed by the Bank using a scorecard approach and sedpitasidbarge. The
score was computed based on the response of the relevant unit regarding IT/Cyber risk governanc

document

I.  Regqulatoryrisk:

met hodol ogy and their impact on Bank’

Regulatory risk is associated with a change inlaws and tequans whi ch mater i al
Business, products offered or collateral/ securities held.

Regulatory risk has been assessed by the Bank using a scorecard afroasis aside capital charge
The score was computed based on the responsé@féelevant unit regarding Regulatatigk governance,

document

met hodol ogy and their impact on Bank’

Key Sensitivities and future Scenarios

The stress testing framework is in line with the size, nature & profile of the Bank. The framewohlashia¢en used for

stressing the capital adequacy is based on guidelines provided by regulators across the globe. Since the Bank is smz
size with limited data, the models that have been chosen for stress testing have been scaled down in complaitity to s

the current needs.

The stress testing framework consists of scenario analysis and sensitivity analysis that are carried out for the major ris

faced by the Banks, Viz. credit risk, credit concentration risk, operational risk, liquidity risk and interest rate risk.

The Bankaces minimal market risk and thus does not carry out any stress testing for market risk. The table below provide

a summary of the stress testing scenarios applied by the Bank:

Stress tests at the Bank

Risk category

Scenario applied

Credit risk

A Signifcant conversion of contingent exposures (unfunded credit facilities) into d
exposure (funded facilities)
A Impact of ORR downgrade of the entire portfolio

Credit concentration
risk

Default by any 3 out of top 10 key borrowers at the Bank withwisight greater than 0%

Liquidity risk

Severe liquidity crunch | eading to “ban
action takes place

Operational risk

Increase in operational losses at the Bank faee consecutive years.

Interest raterisk

Impact of shift in interest rates of 200 bps on rate sensitive assets and liabilities & the six if
rate shock scenarios for the Pillacapital framework for IRRBB:(i) parallel shock up; (ii) par
shock down; (iii) steepener shock (shatas down and long rates up); (iv) flattener shock (sh
rates up and long rates down); (v) short rates shock up; and (vi) short rates shock down
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2.3 Overview of sk Weighted Assets(OV1)

Provide an overview of total RWA forming the denominatortioé riskbased capital requirements. Furthe
breakdowns of RWA are presented in subsequent parts.
(a) (b) (c)
RWA RWA Minimum
Sn. Description reqﬁ?rzlrt’r?(lents
31-Dec22 31-Dec21 31-Dec22
AED'000 AED'000 AED'000
1 | Credit risk (excludingounterparty credit risk) 553,394 539,715 58,106
2 | Of which: standardised approach (SA) 553,394 539,715 58,106
3
4
5
6 | Counterparty credit risk (CCR) - - -
7 | Of which: standardised approach foounterparty credit risk - - -
8
9
10
11
12 | Equity investments in funddook-throughapproach - - -
13 | Equity investments in fundsmandatebased approach = - -
14 | Equity investments in fundsfall-back approach - - -
15 | Settlement risk - - -
16 | Securitisation exposures in the banking book - - -
17
18 Of which: securitisatioexternal ratingshased approach i i i
(SECERBA)
19 | Of which: securitisation standardised approach (SBEL - - -
20 | Market risk 3,640 176 382
21 | Of which: standardised approach (SA) 3,640 176 382
22
23 | Operational risk 90,778 107,805 9,532
24
25
26 | Total (1+6+10+11+12+13+14+15+16+20+23) 647,812 647,696 68,021

The Credit Risk weighted assets (CRW@pRins very low compared to the existing CBfithe Bankwhich gives an ample

potential growth in total assets

Market Risk Weighted assets (MRWAgreased due to change in CBUAE instructions in relato8CC cuencies
releasingheir pegging to US dollars and apply the same conditions as other currencies in calculating the FX open positic

Operational Risk Weighted Assets (ORWA) continue to be a function of annual revenue as per Standardized, Approe

dropped this year due to the dp in the last 3 years average revenue.
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3. Linkages between financial statements and regulatory exposures
3.1 Main sources of differences between regulatory exposure amounts and carr

values in financial statementéL_I2)

Provide information on thenain sources of differences (other than due to different scopes of consolidation whic
shown in LI1) between the financial statements' carrying value amounts and the exposure amounts used for re
purposes.

195Q
a b C d e
Description Items subject to:
o Counterparty Market
Sn. Total Credit risk Securitisation credit risk risk
31-Dec22 framework | framework
framework | framework
1 Asset carrying value amoqnt l_mde 1,375,656| 1.375.656 i i i
smpe of regulatory consolidation
2 Liabilities carrying value ar_nou_nnder (822,806)|  (148,083) ) ) )
regulatory scope of consolidation
3 Total net amouqt ur_1der regulatory 552.850| 1,227,573 i i i
scope of consolidation
4 | Off-balance sheet amounts 220,079 82,205 - - -
5 | Differences iwvaluations - - - - -
Differences due to different netting
6 | rules, other than those already include - - - - -
in row 2
7 Differences due to consideration of ) ) _ ) )
provisions
8 | Differences due to prudential filters - - - - -
9 Exposureamounts considered for 772.929| 1,300,778 i i i
regulatory purposes
AED’
a b c d e
Description Items subject to:
e Counterparty .
Sn. ALDecsl Total Credit risk Securitisation credit risk Market risk
framework framework framework framework
1 Asset carrying value amognt l_Jnde 1355586 1.248.771 i 106,815 i
sape of regulatory consolidation
2 Liabilities carrying value amou_nnder (809,434) (161,621) ) ) )
regulatory scope of consolidation
3 Total net amouqt ur)der regulatory 545.152| 1,087,150 i 106,815 i
scope of consolidation
4 | Off-balance sheet amounts 262,804 92,590 - - -
5 | Differences iwvaluations - - - - -
Differences due to different netting
6 rules, other than those already include - - - - -
in row 2
7 Differences due to consideration of i ) i i i
provisions
8 | Differences due to prudential filters - - - - -
9 Exposureamounts considered for 808.956| 1,179,740 i 106,815 i
regulatory purposes
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4. Composition of Capital

Provide a description of the main featurestbéb ank’' s regul atory capital i ns

Capital management
TheBank Igad regulator, Central Bank of U.A.E., sets and monitors regulatory capital requirements.
TheB a n #ébjedives when managing capital are:

1 Tosafeguard th8 a n &bilitgto continue as a going concern and to increase returns for shareholders;
and

1 To @mply with regulatory capital requirements set by the Central Bank of U.A.E.

In implementing current capital requirements, tBankcalculates its capital adequacy ratio in accordance with
the guidelines issued by the Central Bank of U.A.E. that es$giptiatcribe that this is a ratio of capital to risk
weighted assets.

Regulatory capital
The Central Bank of U.A.E. sets and monitors capital requirements fBatiieas a whole.

Effective from 2018, the capital is computed using the Basel Il framesfidhie Basel Committee on Banking
Supervision (‘Basel Committee’), after applying
nati onal di screti on. The Basel [ 11 framewor k, i s
supervisory review process and market discipline.

Total regulatory capital will consist of the sum of the following items:

1. Tier 1 capital, composed of:
a. Common Equiity Tier 1 (“CET1")
i. Common shares issued by a bank which are eligible for inclusi@Eii (or the
equivalent for noAoint stock companies);
ii.  Share premium resulting from the issue of instruments included in CET1;
iii. Retained earnings;
iv.  Legal reserves;
v.  Statutory reserves;
vi.  Accumulated other comprehensive income and other disclosed reserves;
vii.  Regilatory adjustments applied in the calculation of CEli¢h as the deduction of
goodwill, intangibles and deferred tax assets, etc

b. Additional Tier 1 (*AT1")

i.  Instruments issued by a bank which are eligible for inclusion in AT1 and are not
included in CET1 (e.g. perpetual equity instruments, not included in CET1);

ii.  Stock surplus, or share premium, resulting from the issue of instruments included in
AT1;

iii. Instruments issued by consolidated subsidiaries of the bank and held by third parties
which are eligible for inclusion in AT1 and are not included in CET1;

iv. iv. Regulatory adjustments applied in the calculation of AT1.
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4. Composition of Capitajcontinued)
Provide a description of the main featuresttbbb ank’' s regul atory capital i ns

2. Tier 2 capital, composed of:
i. Banks using the standardized approach for credit risk: general provisions or
general loan loss reserves, up to maximum of 1.25% of drIA,;
ii.  Instruments issued by the bank that meet the criteria for inclusion in Tier 2 capital,
and are not included in Tier 1 capital,
iii.  Share premium resulting from the issue of instruments included in Tier 2 capital,
iv. Instruments which are eligible for inclosi of Tier 2 where the treatment of
instruments issued out of consolidated subsidiaries of the bank and the regulatory
deductions applied in the calculation of Tier 2 capital are addressed in the Tier
Capital Instrument Standard;
v. Instruments issued by canlidated subsidiaries of the bank and held by third
parties that meet the criteria for inclusion in Tier 2 capital, and are not included in
Tier 1 capital;
vi.  Regulatory adjustments applied in the calculation of Tier 2.
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4. Composition of Capital
4.1 Composition of Regulatory Capital (CC1)
This povidesa breakdown of the constituent elements tife bank's capital.
() (b) (c)
sn. Description 31-Dec22 | 31-Dec?1 CcC2
1 9500 AED' o] Reference
Common Equity Tier gapital: instruments and reserves
1 D|re§tl_y issued qualn‘ymg common share (and equivalent fg 375,000 375,000 Same as (h) from
non-joint stock companies) capital plus related stock surplu CC2 template
2. | Retained earnings 68,684 113896
3 Accumulated other comprehensive income (and other 58,013 57204
reserves)
4 Directly issued capital subject to phamgt from CET1 (only i i
" | applicable to nofoint stock companies)
Common share capital issued by third parties (amount allo
> ingroup CET1) - )
6. | Common Equity Tier 1 capital before regulatory deductions 501,697 546,190
Common Equity Tier 1 capital regulatory adjustments
7. | Prudent valuation adjustments - -
8. | Goodwill (net of related tax liability) - - | CC2 (a) minus (d)
Other intangibles including mortgage servicing rights (net o .
I ﬁ’abi“ty) g mortgag g rights ( 327) (555) | CC2 (b) minus (e)
Deferred tax assets that rely on future profitability, excludin
10. | those arising from temporary differences (net of related tax - -
liability)
11. | Cash flow hedge reserve - -
12. | Securitisation gain on sale - -
13 Gains and losses due to changes in own credit risk on fair i i
" | valued liabilities
14. | Defined benefit pension fund net assets - -
Investments in own shares (if not alreaslybtracted from
15. L . - -
paidin capital on reported balance sheet)
16. | Reciprocal croskoldings in CET1, AT1, Tier 2 - -
Investments in the capital of banking, financial and insuran
17 entities that are outside the scope of regulatory consolidatiq ) i
" | wherethe bank does not own more than 10% of the issued
share capital (amount above 10% threshold)
Significant investments in the common stock of banking,
18. | financial and insurance entities that are outside the scope (¢ - -
regulatory consolidation (amourabove 10% threshold)
19 Deferred tax assets arising from temporary differences i i
" | (amount above 10% threshold, net of related tax liability)
20. | Amount exceeding 15% threshold - -
21 Of which: significant investments in the common stock of i i

financials
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4. Composition of Capital
4.1 Composition of Regulatory Capital (CGadntinued)
This povidesa breakdown of the constituent elements tife bank's capital.
(@) (b) (©)
Sn. Description 31-Dec22 | 31-Dec?1 cc2
1'95Qn AED' O Reference
29 Of which: deferred tax assets arising from temporary i i
" | differences
23. | CBUAE specific regulatory adjustments - -
24, | Total regulatory adjustments to Common Equity Tier 1 (327 (555)
25. | Common Equity Tier 1 capital (CET1) 501,370 545,635
Additional Tier 1 capital: instruments
26, Directly issued qualifying Additional Tier 1 instruments plus| i - | cc2 )
related stock surplus
o7 OF which: classified as equity under applicable accounting i i
" | standards
28 Of which: classified as liabilities under applicable account i i
" | standards
Directly issued capital instruments subject to phasg from
20, " ) - -
additional Tier 1
Additional Tier 1 instruments (and CETL1 instruments not
30. | included in row 5) issued by subsidiaries and held by third - -
parties (amount allowed in AT1)
31 Of which: instruments issued by subsidiaries subject to i i
" | phaseout
32. | Additional Tier Xapital before regulatory adjustments - -
Additional Tier 1 capital: regulatory adjustments
33. | Investments in own additional Tier 1 instruments - -
34 Investments in capital of banking, financial and insurance i i
" | entities that are outside the scope oégulatory consolidation
Significant investments in the common stock of banking,
35. | financial and insurance entities that are outside the scope ¢ - -
regulatory consolidation
36. | CBUAE specific regulatory adjustments - -
37. | Total regulatoryadjustments to additional Tier 1 capital - -
38. | Additional Tier 1 capital (AT1) - -
39. | Tier 1 capital (T1= CET1 + AT1) 501,370 545,635
Tier 2 capital: instruments and provisions
40 Directly issued qualifying Tier 2 instruments plus related stc ) i
" | surplus
41 Directly issued capital instruments subject to phasefrom ) )
" | Tier 2
Tier 2 instruments (and CET1 and AT1 instruments not incl
42. | inrows 5 or 30) issued by subsidiaries and held by third pa - -
(amount allowed in group Tier 2)
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4. Composition of Capital
4.1 Composition of Regulatory Capital (CGadntinued)
This povidesa breakdown of the constituent elements tife bank's capital.
(@) (b) (©)
Sn. Description 31-Dec22 | 31-Dec?1 cc2
195Qn AED’' O Reference
43 Of which: instruments issued by subsidiaries subject to ) )
" | phaseout
44, | Provisions 6,917 6,746
45, | Tier 2 capital before regulatory adjustments 6,917 6,746
Tier 2 capital: regulatory adjustments
46. | Investments in own Tier 2 instruments - -
Investments in capital, financial and insurance entities that
47 outside the scope of regulatory consolidation, where the ba i i
" | does not own more than 10% of the issued common share
capital of the entity (amount above 10% threshold)
Significaninvestments in the capital, financial and insuranc
48. | entities that are outside the scope of regulatory consolidatiq - -
(net of eligible short positions)
49, | CBUAE specific regulatory adjustments - -
50. | Total regulatory adjustments to Tier 2 capital - -
51. | Tier 2 capital (T2) 6,917 6,746
52. | Total regulatory capital (TC =T1 + T2) 508,287 552,381
53. | Total riskweighted assets 647,812 647,696
Capital ratios and buffers
54, Common Equity Tier 1 (as a percentage of wig&ighted 77 39% 84.24%
assets)
55. | Tier 1 (as a percentage of riskeighted assets) 77.39% 84.24%
56. | Total capital (as a percentage of riskeighted assets) 78.46% 85.28%
Institution specific buffer requirement (capital conservation
57 buffer plus countercyc;hcal buffer requirements plus higher 2 50% 2 50%
loss absorbency requirement, expressed as a percentage (
risk-weighted assets)
58. Of which: capital conservation buffeequirement 2.50% 2.50%
59. Of which: banispecific countercyclical buffer requirement 0.00% 0.00%
60. | Of which: higher loss absorbency requirement (e.g. DSIB) 0.00% 0.00%
Common Equity Tier 1 (as a percentage of wsgighted
61. | assets) availablafter meeting the bank's minimum capital 67.96% 74.78%
requirement.
62. | Common Equity Tier 1 minimum ratio 7.00% 7.00%
63. | Tier 1 minimum ratio 8.50% 8.50%
64. | Total capital minimum ratio 10.50% 10.50%
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4. Composition of Capital
4.1 Composition of Regulatory Capital (CGadntinued)
This povidesa breakdown of the constituent elements tife bank's capital.
() (b) (c)
Sn. Description 31-Dec22 | 31-Dec?1 cc2
195Qn AED’' O Reference
Amounts below the thresholds fodeduction (before risk
weighting)
65. | Nonsignificant investments in the capital and other TLAC
liabilities of other financial entities - )
66. Significant investments in common stock of financial entitie - -
67 Mortgage servicing rights (net oflated tax liability)
68. | Deferred tax assets arising from temporary differences (net
related tax liability) - )
Applicable caps on the inclusion of provisions in Tier 2
Provisions eligible for inclusion in Tier 2 in respect of
69. | exposuressubject to standardised approach (prior to 20,273 21,481
application of cap)
0. Cap on inclusion of provisions in Tier 2 under standardised 6,917 6,746
approach
Provisions eligible for inclusion in Tier 2 in respect of
71. | exposures subject to internahtingsbased approach (prior to - - -
application of cap)
79 Cap for inclusion of provisions in Tier 2 under internal ratin i i i
" | based approach
Capital instruments subject to phaseut arrangements (only
applicable between 1 Jan 2018 and 1 Jan 2022)
73 Current cap on CET1 instruments subject to plase ) i
" | arrangements
24 Amount excluded from CET1 due to cap (excess over cap i i
" | redemptions and maturities)
75 Current cap on AT1 instruments subject to phaise ) i
" | arrangements
76 Amountexcluded from AT1 due to cap (excess after i i
" | redemptions and maturities)
77 Current cap on T2 instruments subject to phase i i
" | arrangements
78 Amount excluded from T2 due to cap (excess after i i

redemptions and maturities)
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4. Composition ofCapital
4.2 Reconciliation of Regulatory Capital to Balance Sheet (CC2)

This table aablesusers to identify the differences between the scope of accounting and regulatory consolidatiot
to show the link betweetthe bank's balance sheet in imiblished financial statements and the numbers that are u:
in the composition of capital disclosure template set out in Template CC1.

(@) (b) (€)
Balance sheet ag Under Reference
in published regulatory scope
Description financial of consolidation
statements
31-Dec22 31-Dec22
1'95Qnn 1'95Qnn
Assets

Cash and balances at central banks 510,703 504,679
Items in the course of collection from other banks - -
Trading portfolio assets - -
Financial assets designated at fair value 54,320 54,478
Derivative financial instruments - -
Loans and advances to banks 373,717 377,923

Loans and advances to customers 299,552 349,574 | Note 1
Reverse repurchase agreements and other similar secured lendi = =
Available for sale financialvestments (Includes FVOCI) 70,757 70,757
Current and deferred tax assets = =

Prepayments, accrued income and other assets 13,841 16,076 | Note2
Investments in associates and joint ventures - -
Goodwill and other intangible assets 327 -

Of which: goodwill - -1 (@

Of which: intangibles (excluding MSRs) 327 - | (b)

Of which: MSRs - - | (c)
Property, plant and equipment 2,169 2,169
Total assets 1,325,386 1,375,656
Liabilities
Deposits from banks 82,313 82,313
Items in thecourse of collection due to other banks - -
Customer accounts 710,632 710,632
Repurchase agreements and other similar secured borrow - -

Trading portfolio liabilities - -
Financial liabilities designated at fair value - -
Derivative financiahstruments - -
Debt securities in issue - -
Accruals, deferred income and other liabilities 20,491 16,702 | Note 1
Current and deferred tax liabilities - -

Of which: DTLs related to goodwill - - | (d)

Of which: DTLs related to intangible assets (excluding M - - | (e)

Of which: DTLs related to MSRs - - ()
Subordinated liabilities - -
Provisions 1,834 56,220 | Note 1
Retirement benefit liabilities 7,536 7,536
Total liabilities 822,806 873,403

Al Khaliji France S.A. UAE Branclhllar 3 Disclosures 3lecember 202 Page23of 65



al khaliji
France Luipo

4. Composition of Capital
4.2 Reconciliation of Regulatory Capital to Balance Sheet (G€#)jtinued)

This table aablesusers to identify the differences between the scope of accounting and regulatory consolidatiot
to show the link betweetthe bank's balance sheet in its published financial statements and the numbers that are
in the composition of capital disclosure template set out in Template CC1.

(a) (b) (€)
Balance sheet as Under Reference

in published regulatory scope
Description financial of consolidation

statements

31-Dec22 31-Dec22
195Qnn 1'95Qnn
Shareholders' equity

Paidin share capital 375,000 375,000

Of which: amount eligible for CET1 375,000 375,000 (h)

Of which: amount eligible for AT1 - - (@)
Retained earnings 66,663 68,684
Accumulated other comprehensive income (and other 60,917 58,013
reserves)

Total shareholders' equity 502,580 501,697
Notes

1. Difference in balances under regulatory scopefiftaincial assets designated at fair value, Loans and advances to
banks/customers and available for sale financial investments are gross of provisions (specific and general);

2. Difference in balances consistfscash in hand balances added to other assets under regulatory;scope

3. Difference in balances consists of To&hined earnings and accumulated other comprehensive income is the 10%
allocated legal reserves from 2022 yeand profit under regulatoryceope
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4. Composition of Capital

4.2 Reconciliation of Regulatory Capital to Balance Sheet (G€#)jtinued)

This table aablesusers to identify the differences between the scope of accounting and regulatory consolidatiot
to show the link betweetthe bank's balance sheet in its published financial statements and the numbers that are
in the composition of capital disclosure template set out in Template CC1.

@) (b) ()
Balance sheet ag Under regulatory| Reference
in published scope of
Description financial consolidation
statements
31-Dec21 31-Dec21
AED’ 00 AED’ 00

Assets
Cash and balances at central banks 714,817 706,697
Items in the course of collection from other banks - -
Tradingportfolio assets - -
Financial assets designated at fair value 90,797 93,128
Derivative financial instruments - -
Loans and advances to banks 115,416 115,649
Loans and advances to customers 349,201 403,456| Note 1
Reverse repurchase agreements and other similar secured lendi - -
Available for sale financial investments (Includes FVOCI) 76,511 76,511
Current and deferred tax assets - -
Prepayments, accrued income and other assets 6,890 13,218 Note 2
Investments in associates and joint ventures - -
Goodwill and other intangible assets 555 -

Of which: goodwill - -1 (a)

Of which: intangibles (excluding MSRs) 555 - | (b)

Of which: MSRs - -1 (c)
Property, plant and equipment 1,954 1,954
Total assets 1,356,141 1,410,613
Liabilities
Deposits from banks 7,092 7,092
Items in the course of collection due to other banks - -
Customer accounts 775,662 775,662
Repurchasagreements and other similar secured borrowir - -

Trading portfolio liabilities - -
Financial liabilities designated at fair value - -
Derivative financial instruments - -
Debt securities in issue - -
Accruals, deferred income and othigbilities 19,428 15,018 | Note 1
Current and deferred tax liabilities - -

Of which: DTLs related to goodwill - -1 (d)

Of which: DTLs related to intangible assets (excluding M - - | (e)

Of which: DTLs related to MSRs - -1 ()
Subordinatediabilities - -
Provisions - 61,230| Note 1
Retirement benefit liabilities 7,252 7,252
Total liabilities 809,434 866,254
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4. Composition of Capital

4.2 Reconciliation of Regulatory Capital to Balance Sheet (G€#)jtinued)

This table aablesusers to identify the differences between the scope of accounting and regulatory consolidatiot
to show the link betweetthe bank's balance sheet in its published financial statements and the numbers that are
in the composition of capital disclose template set out in Template CC1.

(a) (b) (©)
Balance sheet ag Under regulatory| Reference
in published scope of
Description financial consolidation
statements
31-Dec21 31-Dec?21
AED’' 00 AED’ 00

Shareholders' equity
Paidin share capital 375,000 375,000

Of which: amount eligible for CET1 375,000 375,000] (h)

Of which: amount eligible for AT1 - -1 @)
Retained earnings 113478 113896
Accumulated other comprehensive income (and other 58229 57204
reserves)

Total shareholdersquity 546,707 546,190

Notes

1. Difference in balances under regulatory scopefiftaincial assets designated at fair value, Loans and advances to

banks/customers and available for sale financial investments are gross of provisions (specific and general);
2. Difference in balances consists of cash in hand balances added taesieds under regulatory scope;

3. Difference in balances consists of Total retained earnings and accumulated other comprehensive income is the 1

allocated legal reserves from 20g8arend profit under regulatory scope.
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5. Leverage &io (LR3

To provide a detailed breakdown of the components of the leverage ratio denominator, as well as inforr

on theactual leverage ratio, minimum requirements and buffers.

- (a) (b)

Sn. Description 31-Dec22 | 31-Dec2l
Onbalance sheet exposures AED'000 AED'000

1 Onbalaqce sheet exposures (gxcluding derivatives and securities financing 1,319,764 1,349,939
transactions (SFTs), but including collateral)

5 Grossup forderivatives collateral provided where deducted from balance she ) i
assets pursuant to the operative accounting framework

3 (Deductions of receivable assets for cash variation margin provided in derivg ) i
transactions)

4 (Adjustment for securities received under securities financing transactions th ) i
arerecognizedas an asset)

5 (Specific and general provisions associated witlbalance sheet exposures thg ) i
are deducted from Tier 1 capital)

6 (Asset amountsleducted in determining Tier 1 capital) (327) (555)

7 I(:(t)a‘la;mbalance sheet exposures (excluding derivatives and SFTs) (sum of 1310,437| 1,349 384
Derivative exposures
Replacement cost associated wih derivatives transaction@vhere applicable
net of eligible cash variation margin and/or with bilateral netting)

9 Addon amounts for PFE associated walhderivatives transactions 829 1,450

10 | (Exempted CCP leg of cliesteared trade exposures) - -

11 | Adjusted effectivenotional amount of written credit derivatives - -

12 (Adjusted effective notional offsets and ada deductions for written credit i i
derivatives)

13 | Total derivative exposures (sum of rows 8 to 12) 829 1,450
Securities financing transactions

14 Gross S_Fissets(with no recognition of netting), after adjusting for sale ) i
accounting transactions

15 | (Netted amounts of cash payables and cash receivables of gross SFT asset - -

16 | CCR exposure for SFT assets - -

17 | Agent transaction exposures = -

18 | Total securities financing transaction exposures (sum of rows 14 to 17) - -
Other off-balance sheet exposures

19 | Off-balance sheet exposure at gross notional amount 219,250 259,498

20 | (Adjustments for conversion to credit equivalent amounts) (90,406) (101,201)
(Specific and general provisions associated witkhafance sheet exposures

21 : - . : - -
deducted in determining Tier 1 capital)

22 | Off-balance sheet items (sum of rows 19 to 21) 128,844 158,297
Capital and total exposures

23 | Tier lcapital 501,370 545,635

24 | Total exposures (sum of rows 7, 13, 18 and 22) 1,449,110 1,509,131
Leverage ratio

o5 Leverage ratio (including the impact of any applicable temporary exemption 34.60% 36.16%
central bank reserves)

252 Leverage ratidexcluding the impact of any applicable temporary exemption @ 34.60% 36.16%
central bank reserves)

26 | CBUAE minimum leverage ratio requirement 3.00% 3.00%

27 | Applicable leverage buffers 0.00% 0.00%
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6. Liquidity (LIQA)
Enable users of Pillar 3 datamake an informed judgment about the soundness of a bank's liquidity risk manage
framework and liquidity position.

Overview and Governance

Liquidity risk arises due to mismatch in the adgstility maturity. The cost of liquidity risk is in termfseither
raising fresh liabilities at higher costs or liquidating assets with greatectesr

The Bankmaintains and manages its local liquidity requirements according to its business needs within th
overall Group Liquidity Risk Framework that idelsia Group Liquidity Risk PolitiieBank monitors a number

of key risk indicators to help in the anticipation of liquidity stress and has in place contingency funding plar
consisting of actions that management can rely upon should liquidity levebdiilv minimum liquidity
requirement.

Liquidity is monitored byAKFManagementand byAKFALCCQo ensure theBankhas liquidity to cover its
liquidity requirements, with an appropriate buffer in line with its risk appetite. Head of Fin@hik&)is
responsible for regular reporting analyses and recommendationaKBALCCO. These cover the maturity
profile of all assets and liabilitidsy currency in addition to conducting stress tests based on internal and
regulatory requirements to complemenggular liquidity analysis and provide insight into the potential impact
of adverse scenarios.

Management

The GALCCO is responsible of providing guidance and support to the AKF ALCCO who is responsible of mar
the Bank’s liquidity needs in |Iine with the Grou

The Bank sets aside capital for liquidity risk under Pillar 2 based on thdial#idy maturity mismatch profile
analysis. The Bank computes the cumulative gap (assets minus liabilities) for each time bucket up to a
including that bucket. The capital set aside for liquidity risk is estimated as 2% of the largest negativév@imula
gap observed in the asset liability maturity mismatch profile.

Stress Testing

Given the liquidity related stress in the current market conditions, the Bank considered a hypothetical stres
situation in which severe cash outflows were considered anddisources to meet the liquid liabilities were
identified. The liqgqguidity stress testing cover e
Bank considers a bank run lasting for seven days after which the Bank expects managemeb aetnedy

the situation. The Bank exercises zero tolerance in funding position for the duration of the stress.

In addition a contingency plan agreed upon witAiKFAssets and Liabilit¢apitalCommittee and under the
guidance of the Group, is the baak of the head office and Group liquidity to create additional liquidity
bridging the gap pending the inflow of additional deposits

Note:
LCR and NSFR are not applicable (NA) for the Bank as per CB UAE regulations, instead the Bank in replackrsiewgt is di
ELAR & ASRR;
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6. Liquidity (LIQA)continued)
Enable users of Pillar 3 data to make an informed judgment about the soundness of a bank's liquidity risk man:
framework and liquidity position.

The following table summarizes the maturjiyofile of the Ba n kasséts and liabilities based on contractual
repayment arrangements.

Less than 3 3 months Over 1 year Total

months to 1 year

195Qn 1'95Qn 1 95Qn 1 95Qn
2022
Assets
Cash and balances with the
CentralBank of the U.A.E. 4rl123 i 39,580 510,703
Due from related parties 134,673 - - 134,673
_Depos!t and balance due from banks and financial 131,271 53,328 54.445 239,044
institutions
Investments securities - - 125,077 125,077
Loansand advances to customers 93,975 10,947 194,630 299,552
Other assets 11,044 444 2,353 13,841
Property and equipment - - 2,169 2,169
Intangibles - - 327 327
Total assets 842,086 64,719 418,581 1,325,386
Liabilities and equity
Due to banks and financial institutions 1,552 - - 1,552
Customer deposits 668,366 42,266 - 710,632
Due to related parties 80,761 - - 80,761
Other liabilities 21,988 213 7,660 29,861
Equity - - 502,580 502,580
Total liabilities and equity 772,667 42,479 510,240 1,325,386

The following table summarizes the maturity profile of tree B lof§-bBalance sheet itemsased on contractual
repayment arrangements.

Within From 3to 6 From 6 to

3 months months 12 months Overlyear Total
1'95Qn 1'95Qn 1'95Qn 1 95Qn 1'95Qn
2022
Off-balance sheet items
Guarantees and letters of credit 159,160 28,150 21,115 7,037 215,462
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6. Liquidity (LIQA)continued)
Enable users of Pillar 3 data to make an informed judgment about the soundness of a bank's liquidity risk man:
framework and liquidity position.

Less than 3 3 months Over 1 year Total

months to 1 year

1 95Qn 1'95Qn 1 950Qn 1 95Qn
2021
Assets
Cash and balances with the
Central Bank of the U.A.E. 680,475 i 34,342 714,817
Due from related parties 42,190 - - 42,190
_Depos!t and balance due frobanks and financial 18,138 55,088 i 73,226
institutions
Investments securities 18,090 18,358 130,860 167,308
Loans and advances to customers 72,661 19,065 257,475 349,201
Other assets 4,978 551 1,361 6,890
Property andequipment - - 1,954 1,954
Intangibles - - 555 555
Total assets 836,532 93,062 426,547 1,356,141
Liabilities and equity
Due to banks and financial institutions 1,207 - - 1,207
Customerdeposits 720,143 55,519 - 775,662
Due to related parties 5,885 - - 5,885
Other liabilities 14,698 248 11,734 26,680
Equity - - 546,707 546,707
Total liabilities and equity 741,933 55,767 558,441 1,356,141

The following table summarizes the maturity profile of tree B lof§-bBalance sheet itemsased on contractual
repayment arrangements.

Within From3to 6 From 6 to

3 months months 12 months Over 1 year Total

1 950Qn 1'95Qn 1 95Qn 1 950Qn 1'95Qn
2021
Off-balance sheet items
Guarantees and letters of credit 203,647 17,009 27,721 9,328 257,705
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6. Liquidity
6.1 Eligible Liquid Assets Ratio (ELAR)

Breakdown of b aquditylguidassets (H@LAxcoedindto thehCBUAHquidityRegulations.
Sn. Description 31-Dec22 | 31-Dec22 | 31-Dec2l | 31-Dec21l
. Eligible . Eligible
1 High Quality Liquid Assets Nominal S opid | Nominal i
amount amount
Asset Asset
AED'000 | AED'000 AED'000 | AED'000
Physical cash in hand at the bank + balances with th
11 CBUAE 510,703 714,817
1.2 | UAE Federal Government Bonds and Sukuks - -
Sub Total (1.1 to 1.2) 510,703 510,703 714,817 714,817
1.3 | UAE local governments publicly traded debt securitig - -
1.4 | UAE Public sector publicly traded debt securities - -
Subtotal (1.3 to 1.4) - - - -
Foreign Sovereign debt instruments or instruments
15]. . : - - - -
issued by their respective central banks
1.6 Total 510,703 510,703 714,817 714,817
2 Total liabilities 820,973 805,024
3 Eligible Liquid Assets Ratio (ELAR) 62.21% 88.79%

ELAR of the Bank continues to operatéeaels comfortably above the ¥9 minimum requirement asurrentlyprescribed

by the CBUAE.
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6. Liquidity
6.2 Advances to Stable Resources Ratio (ASRR)
Breakdown ofthe bank's advances to Stables Resource ratio as per the Liquidithatiegs
L 31-Dec22 31-Dec21
Sn. Description
Amount Amount
1 Computation of Advances AED'000 AED'000
11 il:l](ta;rléi??ninsgﬁgsg)essslg)a\ns specific and collective provisions + 313,627 365,750
1.2 | Lending to norbanking financial institutions - -
1.3 | Net Financial Guarantees & Staby LC (issuedreceived) - -
1.4 | Interbank Placements 107,773 55,088
15 Total Advances 421,400 420,838
2 Calculation of Net Stable Resources
2.1 | Total capital + general provisions 522,694 567,900
Deduct:
2.1.1 | Goodwill and other intangible assets 327 555
2.1.2 | Fixed Assets 2,169 1,954
2.1.3 | Funds allocated to branches abroad = -
2.1.5 | Unquoted Investments = -
2.1.6 | Investment insubsidiaries, associates and affiliates - -
2.1.7 Total deduction 2,496 2,509
2.2 Net Free Capital Funds 520,198 565,391
2.3 Other stable resources:
2.3.1 | Funds from the head office - -
2.3.2 | Interbank deposits with remaining life of more than 6 months - -
2.3.3 | Refinancing of Housing Loans - -
2.3.4 | Borrowing from norBanking Financial Institutions 16,101 16,009
2.3.5 | Customer Deposits 592,010 647,402
236 Capital mar_ket funding/ term borrowings maturing after 6 month ) i
from reporting date
2.3.7 Total other stable resources 608,111 663,411
2.4 Total Stable Resources (2.2+2.3.7) 1,128,309 1,228,802
3 Advances TO STABLE RESOURCES RATIO (1.6/2.4*10 37.35 34.25

ASRR of the Bank continues to operate at levels comfortably belowOd#é teiling as currently prescribed GBUAE.
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7. Credit RisKCRA)

Describe the main characteristics and elements of credit risk management (business model and credit risk
organisation and functions involved in credit risk management, risk management reporting).

Overview andGovernance

Credit Risk is defined as the potential risk that a borrower or counterparty will fail to meet its obligations ir
accordance with agreed terms. The Bank is exposed to Credit Risk due to its investments, its corporate, SM
retail exposures. Th®ank sets aside capital charge for Credit Risk using the Standardized Approach e
prescribed under the capital adequacy guidelines by CBUAE.

Apart from setting aside capital charge for Credit Risk exposures, the Bank has also established a robust :
prudent Credit Risk management framework to evaluate, measure, monitor and control Credit Risk exposure
of the Bank. AKF Credit Committee & AKF Risk Committee regularly review the UAE credit portfolio quality
implementing the Credit Risk policies and mdares and the lending criteria set by the Group Risk Committee.

The Bank assesses the regulatory capital under Pillar | for betialance sheet and ctfalance sheet credit
exposures as prescribed under the standardized approach. Credit risk mitigatiomques are used using
“simple approach” as prescribed under capital a o

Objectives and Policies:

Thegoalof the risk management process is to provide a structured, practical and easily understoodivset of
steps

1. ldentifythe risks

2. Analyze the likelihood and impact of each

3. Prioritize risk based on enterprise objectives

4. Treat (or respond to) the risk conditigns

5. Monitor results and use those to adjust, as necessary.

That enables management to identify and assess ridktermine the appropriate risk response and then
monitor the effectiveness of the risk response and changes to the risk profile.

The granting of credit is one the Bank’s major s
are dedicagd to its control.

The credit risk that the Bank faces arises mainly from wholesalestaitioans together with the counterparty
credit risk arising from derivative contracts with clients.

Other sources of credit risk arise from trading activitiesJuding debt securities; settlement balances with
market counterpartiesndavailable for sale assets

Credit risk management objectives are to:
1 To establish a framework of controls to ensure credit-té#king is based on sound credit risk
managemenprinciples
1 To identify, assess and measure credit risk clearly and accurately acroBsrtkand within each
separate business from the level of individual facilities, up to the total porifolio
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7. Credit Risk (CRAgontinued)

Describe the main characteristics and elements of credit risk management (business model and credit risk
organizationand functions involved in credit risk management, risk management reporting).

1 To control and plan credit ridlaking in linewith external stakeholder expectations and avoiding
undesirable concentrations

9 To monitor credit risk and adherence to agreed controls

1 To ensure that the risk reward benefits are met

Going forward, the Bank has no plans in the near future to adoparmald approaches for the measurement

and quantification of Credit Risk capital requirements. The Bank understands that the advanced approaches

credit risk will provide a more accurate estimate of capital requirement for credit exposures and will kaderta

steps towards their implementation in due course as it is subject to the availability of data, setting up o

adequate risk IT infrastructure, internal risk measurement methodologies and regulatory approval.

Al Khaliji France S.A. UAE Branclhllar 3 Disclosures 3lecember 202 Page34 of 65



al khaliji
France Luipo

7. Credit Risk
7.1 Credit quality ofassets (CR1)

The table providea comprehensive picture of the credit quality of a bank's @rd offbalance sheet) assets.

1 95Qn
a | b c d | e f
- . Of which ECL accounting
Description Gross carrying values . .
provisions forcredit losses
Allowances/ - - Net
sn Imoairments Allocated in | Allocated in values
' Defaulted | Non-Defaulted P regulatory regulatory
31-Dec22 (atbc)
exposures exposures category of | category of
Specific General
1. | Loans 35,947 313,627 50,022 28,754 14,075 299,552
2. | Debtsecurities - 125,235 158 - 158 125,077
3, | Offbalance sheet 2,149 217,930 1,834 1,477 357 | 218,245
exposures
4. | Total 38,096 656,792 52,014 30,231 14,590 642,874
AED’ C
a | b c d | e f
- : Of which ECL accounting
Description Gross carryingalues L .
provisions for credit losses
Allowances/ - .
sn Imoairments Allocated in | Allocated in | Net values
' Defaulted | NonDefaulted P regulatory regulatory (at+bc)
31-Dec21
exposures exposures category of | category of
Specific General
1. | Loans 37,706 365,750 54,255 31,781 16,549 349,201
2. | Debt securities 2,042 167,597 2,331 2,042 289 167,308
3, | Offbalance sheet 4,703 258,101 4,410 4,017 393| 258,394
exposures
4, | Total 44,451 791,448 60,996 37,840 17,231 774,903
Notes:

1. For defaultecexposurescomprises balances ohpairedloansand past due loanfor more than 90 days;

2. For offbalance exposures: comprises balances of customers acceptances, letters of credit and guarantees for bal
and customers and derivatives

3. Derivatives are takeafter considering the PFE calculation

4. For allowances/impairments: comprises balances of interests in suspense, specific and general provisions.
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7. Credit Risk

7.2 Changes in the stock of defaulted loans and debt securi{fE€R2)

The tableidentifies he changes in a bank's stock of defaulted exposures, the flows betweenlefanlted and

defaulted exposure categories and reductions in the stock of defaulted exposures due taffgite

. 31-Dec22
Sn. Description AED'000
1. | Defaultedloans and debt securities at the end of the previous reporting period 39,748
2. | Loans and debt securities that have defaulted since the last reporting period 10,510
3. | Returned to nordefault status >
4. | Amounts written off (15,526)
5. | Other changes 1,215
6. | Defaulted loans and debt securities at the end of the reporting period (43-2+5) 35,947

o 31-Dec21
Sn. Description AED'000
1. | Defaulted loans and debt securities at the end of the previous reporting period 259,773
2. | Loans and debt securities that have defaulted since the last reporting period -
3. | Returned to nordefault status -
4. | Amounts written off (223,842)
5. | Otherchanges 3,817
6. | Defaulted loans and debt securities at the end of the reporting period-gt425) 39,748
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7.Credit Risk
7.3 Additional disclosure related to the credit quality of asseiSRB)

Supplement the quantitative templates with informati@m the credit quality of the bank's assets

Credit review procedures and loan classification

The Banks’ Credit Risk Team (the *CRT’”), subject
basis in conformity with the guidelines of tiike nt r a | Bank of U.A.E. and B
assist in the early identification of accrual and potential performance problems.

The CRT validates the risk ratings of all commercial clients, provides an assessment of portfolio riddby pro
and segment for retail customers and monitors observance of all approved credit policies, guidelines ar
operating procedures across the Bank.

Specific allowance for impairment of classified assets is made based on recoverability of outstaaiaigle
collateraland risk ratings of the assets.

The Bank also comply with IFRSs, in accordance with which it assesses the need for any impairment losse
its loan portfolio by calculating the net present value of the expected future cash flows for each loan or it
recoverability based either on colral value or the market value of the asset where such price is available.

Impaired loans and advances

Impaired loans and advances are loans and advances for which the Bank determine that it is probable that
will be unable to collect all principal drinterest due according to the contractual terms of the loan/advances
agreement (s) . These | oans are graded fair, OLEM
risk grading system.

Past due but not impaired loans

Loans and advances wigecontractual interest or principal payments are past due but the Bank believe that
impairment is not appropriate on the basis of the level of security/collateral available and/or the stage of
collection of amounts owed to the Bank.

Allowances for impaiment

The Bank establish an allowance for impairment losses that represents its estimate of incurred losses in its lo
portfolio. The main components of this allowance are a specific loss component that relates to individuall
significant exposures, andcallective loan loss allowance establishedtfoe Bankon homogeneous assets in
respect of losses that have been incurred but have not been identified on loans subject to individual assessme
for impairment.
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7. Credit Risk
7.3 Additional disclosure elated to the credit quality of asset@CRB)continued)

Supplement the quantitative templates with information on the credit quality of the bank's assets

Write-off policy

The Bank write off a | oan (and any related all o
determines that the loan is uncollectible in whole or in part.

This determination is reached after all avenues for recovery have failed.

For smallebalancestandardizedoans, charge off decisions generally are based on a product specific past due
status.

The Bank applies a threstage approach to measuring expected credit losses (ECL) on financial assets carrit
at amortizedcost and debt instrumts classified as FVOCI.

Financial assets migrate through the following three stages based on the change in credit risk since init
recognition:

Stage 1: 12months ECL

For exposures where there has not been a significant increase in credit risk (SICR) since initial recognition :
that are not credit impaired upon origination, the portion of the lifetime ECL associated with the probability of
default events occurring wiin the next 12 months icognized

Stage 2: Lifetime EQnot credit impaired
For exposures where there has been an SICR since initial recognition but are not credit impaired, a lifetime E
(i.e. reflecting the remaining lifetime of the financial @§dsrecognized

Stage 3: Lifetime EQjcredit impaired

Exposures are assessed as credit impaired when one or more events that have a detrimental impact on t
estimated future cash flows of that asset have occurred. For exposures that have become credit impaired,
lifetime ECL irecognized The Binkdefinesa financial instrument as in default, which is fully aligned with the
definition of creditimpaired.

Measuring ECL

The ECL is measured on either anié@nth or lifetime basis depending on whether an SICR has occurred since
initial recognition or whether aasset is considered to be credlibpaired. ECL is the discounted product of the
Probability of Default (PD), Exposure at Default (EAD) and Loss Given Default (LGD), defined as follows:

e Two types of PDs are used for calculating ECL
1 12 month PDs- This isthe estimated probability of default occurring within the next 12 months (or
over the remaining life of the financial instrument if that is less than 12 months). This is used tc
calculate 12 month ECL for Stage 1 exposures;
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7. Credit Risk
7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templates with information on the credit quality of the bank's assets

1 Lifetime PDs- This is the estimated probability of a default occurroxger the remaining life of the
financial instrument. This is used to calculate lifetime ECL for Stage 2 and Stage 3 exposures.

s EAD is based on the amounts the Bank expects to
over the remainingifetime. It varies for the types of financial assets defined in the section above.

 LGD r e prBasrpestation bf the extent of loss on a defaulted exposure. LGD is expressed as
percentage loss per unit of exposure at the time of default.

Weighted average ECL is calculated considering base case, upside and downside scenarios multiplied by
associated scenario weightings, at the contract level for reflection of the ECL impact in the books of accoun
The most significant perieend assumpgons used for ECL estimate as at 31 Decembe2 afset out below.

The scenarios base case, upside and downside were used for all portfolios keeping in view the princiy
macroeconomic variables, including GDP in the range of 2 to 7% for differentiscenar

The weightings assigned to each economic scenario at 31 DecemtiwdfRas follows:

Base Upside Downside
All portfolios 65% 11.2% 23.8%

The weightings assigned to each economic scenario at 31 December 2021 were as follows:

Base Upside Downside
All portfolios 65% 11.2% 23.8%
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7. Credit Risk
7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templates with information on the credit quality of the bank's assets

Management overlays and other exceptions to model outputs are applied only if consistent with the objective
of identifying significant increases in credit risk.

Forwardlooking information incorporated in the ECL models
The assessment of SICR and the calculation of ECL both incorporate flowkingd information.

TheBankhas performed historical analysis and identified the key economic variables impacting credit risk an
expected credit losses for each portfolio.

TheBankemploys statistical models to incorporate magroconomic factors on historical default rates. In the
case that none of the macreconomic parameters are statistically significant or the results of forecasted PDs
are too deviated from the present focast of the economic conditions, qualitative PD overlay is used by
management based on portfolio analysis.

Incorporating forward looking information increases the level of judgement as to how changes in these
macroeconomic factors will affect the ECL lagggble to the stage 1 and stage 2 exposures. The methodologies
and assumptions involved, including any forecasts of future economic conditions, are reviewed periodically.

These economic variables and their associated impact on the PD, EAD and LGDOfimanciay instrument.
Expert judgment has also been applied in this |
economic scenario”) are based on availabl e téermf or
forecasts. The impadf these economic variables on the PD, EAD and LGD has been determined by performir
statistical regression analysis to understand the impact changes in these variables have had historically
default rates and on the components of LGD and EAD.

The scenaos base case at 65%, upside at 11.2% and downside at 23.8% each were used for all portfolios.

Other forwardlooking considerations not otherwise incorporated within the above scenarios, such as the
impact of any regulatory, legislative or political chas, have also been considered, but are not deemed to
have a material impact and therefore no adjustment has been made to the ECL for such factors. This is review
and monitored for appropriateness on a quarterly basis.

Definition of default
TheBankconsiders a financial asset to be in default when:

1 the borrower is unlikely to pay its credit obligations to tBankin full, without recourse by th8ank
to actions such as realizing security (if any is held); or

9 the borrower is past due more than 90 days any material credit obligation to thgank or

9 the borrower is rated 9 or 18quivalent to doubtful or loss
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7. Credit Risk
7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templatesith information on the credit quality of the bank's assets

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

1 quantitative— e.g. overdue status and ngmayment on another obligation of the same issuer to the
Branches; and
1 based on data developed internally and obtained from external sources.

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

Incorporating forward looking information increases the level of judgement as to how changes in these
macroeconomic factors will affect the Expected Credit Loss (ECL) applicable to the stage 1 and stag
exposures which are considered as performinge Mrethodologies and assumptions involved, including any
forecasts of future economic conditions, are reviewed periodically

Renegotiated financial assets

The contractual terms of a loan may be modified for a number of reasons, including changing marke
conditions, customer retention and other factors not related to a current or potential credit deterioration of
the customer.

An existing loan whose terms have been modified magldrecognizednd the renegotiated loanecognized

as a new loan at fair vaduWhere possible, the Bank seeks to restructure loans rather than to take possessiot
of collateral, if available. This may involve extending the payment arrangements and documenting th
agreement of new loan conditions.

Management continuously reviewemegotiated loans to ensure that all criteria are met and that future
payments are likely to occur. The accounts which are restructured duehte b or r ower ' s f i |
in past 12 monthsre classified under Stage 2.
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7.Credit Risk

7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templates with information on the credit quality of the bank's assets

The following table brea
categorized by geographical regions

31 December 22

ks do wgross cargyingBamauhts, & mai n

31 December 202

Off
Liabilities balance Liabilities  Off balance
Assets : Assets . .
and equity sheet and equity sheet items
items
195Qn 1'95Qn ! 95Qn 195Qn 1'95Qn ! 95Qn
Geographic regions
U.A.E. 949,987 1,203,791 212,462 1,104,045 1,320,895 254,655
Other Middle East countries 139,119 106,226 3,000 117,803 27,058 3,050
O.E.C.D. 199,265 13,637 - 115,790 7,831 -
Other 37,015 1,732 - 18,503 357 -
Total 1,325,386 1,325,386 215,462 1,356,141 1,356,141 257,705
The foll owing tabl e breaks down t he Bank’' s
categorized by industrgector.
31 December 2@2 31 December 202
Off
Liabilities balance Liabilities  Off balance
Assets . Assets . .
and equity sheet and equity sheet items
items
195Qn 1'95Qn 1 95Qn 195Qn 1'95Qn ! 95Qn
Industry Sector
Governmentand public 631,142 410 . 838,809 429 -
sector
Commercial and business 215,755 504,531 212,341 211,889 559,239 254,534
Personal 88,841 191,276 21 140,550 218,548 21
Financial institutions 379,486 101,851 3,100 152,738 7,650 3,150
Other 10,162 527,318 - 12,155 570,275 -
Total 1,325,386 1,325,386 215,462 1,356,141 1,356,141 257,705
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7.Credit Risk
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7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templates with information on the credit quality of the bank's assets

The foll owing

Corporate lending
Retail lending
Small business lending

The foll owing

Realestate

Services

Transport and communication
Wholesale and retail trade
Manufacturing

Construction

Personal loans

The foll owing

Normal
OLEM
Substandard
Doubtful
Loss

t a bl grosbloarsahdadvahcewto custdmers B alask ' s

2022 2021
1'95Qn 1'95Qn.
131,653 152,994
126,957 142,204
90,964 108,258
349,574 403,456

t a bl grosbloarsahdadvahcewto custdmersndustny:k ' s

2022 2021
1'95Qns 1'95Qn,
168,671 203,310
117,497 121,580
17,513 25,188
22,926 36,798
20,182 13,297
2,785 3,283
349,574 403,456

t a bl grosbloarsahdadvahcewto custdmerstBdi nisk ' s

EAD EAD
202 2021
1'95Qy 1'95Qr
294,537 330,391
19,090 35,359
2 -
10,509 -
25,436 37,706
349,574 403,456
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7. Credit Risk
7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templates with information on the cregliality of the bank's assets

The following table breaks down tlamalysis of the gross and net amounts of impaired assets by risk grade.

Loans and advances to

customer
2022 2021
195Qr 1 95Qr
Impaired
Impaired 35,947 37,706
Gross amount 35,947 37,706
Interest suspended (7,193) (5,925)
Specific allowance for impairment (28,754) (31,781)
Past due but not impaired
90 to 180 days - 1,139
Past due loans less than 30 days 384 3,03
384 4,198
Neither past due nor impaired
Gross amount 313,243 361,552
IFRS 9 allowance for impairment (14,075) (16,549)
299,168 345,003
Carrying amount 299,552 349,201
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7. CreditRisk

7.3 Additional disclosure related to the credit quality of asseifSRB)continued)

Supplement the quantitative templates with information on the credit quality of the bank's assets

The distribution by geographical concentration of impaiteghs and advances and impairment allowance for

creditlosses are as follows:

2022

Non-performing loans
Impairment allowance for credit
losses

Interest in suspense

Total exposure

2021

Non-performing loans
Impairment allowance for credit
losses

Interest in suspense

Total exposure

Total restructured portfolio:

Total restructured portfolio

Outstanding balance

Allowances for impairment (ECL)

Carrying amount

Total restructured portfolio

Outstanding balance

Allowances for impairment (ECL)

Carrying amount

UAE

1'95Qn

35,947
(28,754)
(7,193)

UAE
1'95Qn

37,706
(31,781)
(5,925)

Middle
East
Countries
1'95Qn

Middle East
Countries
1'95Qn

Stage 1
1'95Qn

0
0

Stage 1
1 95Qy

O.E.CD.

1'95Qn

O.E.C.D.
1'95Qn

Other
Countries

1'95Qn

Other
Countries
1 95Qn

As at 33112-2022

Stage 2
1'95Qn

189,495
(13,867)

175,628

Stage 3
1'95Qn

0
0

As at 3112-2021

Stage 2
1'95Qn

243,852
(14,072)

229,780

Stage 3
1 95Qn

0
0

0

Total
1'95Qn

35,947
(28,754)
(7,193)

Total
1'95Qn

37,706
(31,781)
(5,925)

Total
1 95Qy

189,495
(13,867)
175,628
Total

1 950y
243,852

(14,072)

229,780
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7. Credit Risk
7.4 Credit Risk exposure and Credit Risk Mitigation (CRM) effe(@Rk4)

This table illustratethe effect of CRM on capital requirements' calculations. Ridt#sity provides a synthetic metric
on riskiness of each portfolio.

(a) (b) (©) (d) (e) V)
31-Dec2? AED'000 | AED'000| AED'000 | AED'000| AED'000 %
Exposures before | Exposuregpost CCF RWA and RWA
sn CCF and CRM and CRM density
' On Off- Oon Off-
balance | balance | balance | balance RWA
gl sheet sheet sheet sheet RWA density
amount | amount | amount | amount
1. | Sovereigns and their central banks 559,157 - 559,157 -| 54,478 9.74%
2. | Public Sector Entities 70,757 - 70,757 -| 35,379| 50.00%
3. | Multilateral developmenbanks - - - - - 0.00%
4. | Banks 377,922 3,929| 377,922 3,929 | 163,781| 42.89%
5. | Securities firms - - - - - 0.00%
6. | Corporates 215,564 173,051| 215,564 98,039| 214,353| 68.35%
7. | Regulatory retail portfolios 5,814 | 40,950 5,814 | 24,164 9,483 | 31.63%
8. | Secured byesidential property 12,701 - 12,701 - 10,537 82.96%
9. | Secured by commercial real estate 79,548 - 79,548 - 51,271| 64.45%
10. | Equity Investment in Funds (EIF) - - - - - 0.00%
11. | Pastdue loans 35,947 2,149 - 2,149 1,477| 68.73%
12. | Higherrisk categories - - - - - 0.00%
13. | Other assets 18,246 - 18,246 - 12,222 | 66.98%
14. | Total 1,375,656| 220,079| 1,339,709| 128,280| 552,980| 37.67%
(a) (b) (©) (d) (e) ®
31-Dec21 AED'000 | AED'000| AED'000 | AED'000| AED'000 %
Exposures before | Exposures post CC RWA and RWA
sn CCF and CRM and CRM density
' Oon Off- Oon Off-
balance | balance| balance | balance RWA
Asset classes sheet sheet sheet sheet RWA density
amount | amount | amount | amount
1. | Sovereigns and their central banks 763,090 - 761,048 -| 35,987 4.73%
2. | Public Sector Entities 76,511 - 76,511 - | 38,256| 50.00%
3. | Multilateral development banks - - - - - 0.00%
4. | Banks 152,385 6,456 | 152,385 6,456 | 97,975| 61.68%
5. | Securities firms - - - - - 0.00%
6. | Corporates 210,523| 206,393| 210,523| 121,973| 242,280| 72.87%
7. | Regulatory retail portfolios 9,193| 45,252 9,193| 28,471 8,859 | 23.52%
8. | Secured by residential property 23,534 - 23,534 - 9,698 | 41.21%
9. | Secured by commercial real estate 122,500 - 122,500 -| 95,593| 78.03%
10. | Equity Investment in Funds (EIF) - - - - - 0.00%
11. | Pastdue loans 37,706 4,703 - 4,703 4,017| 85.41%
12. | Higherrisk categories - - - - - 0.00%
13. | Other assets 15,171 - 15,171 - 7,051 | 46.48%
14. | Total 1,410,613| 262,804| 1,370,865| 161,603| 539,715| 35.22%

Al Khaliji France S.A. UAE Branctgliar 3 Disclosures 3lecember 202

Page46 of 65




E3

ol
al khaliji
France lLuLips

7. Credit Risk
7.5 Exposures by asset classes and risk weigl@&5)

This tablepresensthe breakdown of credit risk exposures under gtandardizedapproach by asset class and risk weight (corresponding to the riskiness attributed
exposure according tetandardizedapproach).

I €1 a8aAFAOFGA2ZY T

(a) (b) (€) (d) (e) (® 9) (h) 0] AED'000
Sn. 31-Dec22 Total credit
exposures
. - 0% 20% 35% 50% 75% 85% 100% 150% | Others amount
\R% (post CCR
Asset classes — CRM)
1 Sovereigns and their central 504,679 i ) ) i i 54,478 i i 550,157
banks
2. | Public Sector Entities - - -| 70,757 - - - - - 70,757
Multilateral development
banks
4. | Banks - | 270,103 - 3,975 - - 107,773 - - 381,851
5. | Securities firms - - - - - - - - - -
6. | Corporates 60,738 - - 57,000 - 66,745 129,120 - - 313,603
7. | Regulatory retail portfolios 20,411 - - - 334 - 9,233 - - 29,978
8 Secured by residential ) i 3.329 ) i i 9,372 i i 12,701
property
9 Secured by commercial real 1,000 i ) 54,555 i i 23.993 i i 79.548
estate
10 Equity Investment in Funds ) i ) ) i i i i i i
" | (EIF)
11. | Pastdue loans 672 - - - - - 1,477 - - 2,149
12. | Higherrisk categories - - - - - - - - - -
13. | Other assets 6,024 - - - - - 12,222 - - 18,246
14. | Total 593,524 | 270,103 3,329 | 186,287 334 66,745 347,667 - - 1,467,989
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7.Credit Risk

7.5Exposures by asset classes and risk weigl@&5) continued)

This tablepresensthe breakdown of credit risk exposures under the standardized approach by asset class and risk weight (correspondiisiteetiseattributed to the
exposure according to standardized approach).

(a) (b) (€) (d) (e) () (@) (h) (i) AED'000
Sn. 31-Dec21 Total credit
exposures
- ; 0% 20% 35% 50% 75% 85% 100% 150% | Others amount
\% (post CCF &
Asset classes — CRM)
1 Sovereigns and their central 725,061 i ) ) i i 35,987 i i 761,048
banks
2. | Public Sector Entities - - - 76,511 - - - - - 76,511
Multilateral development
banks
4. | Banks -| 60,561 -| 24,834 - - 73,446 - - 158,841
5. | Securities firms - - - - - - - - - -
6. | Corporates 50,927 - -| 55,000 - 78,596 147,973 - - 332,496
7. | Regulatory retail portfolios 28,641 - - - 656 - 8,367 - - 37,664
8 Secured by residential ) | 21286 ) i i 2.248 i i 23534
property
9 Secured by commercial real 1,000 i ) 51,815 i i 69,685 i i 122,500
estate
10 Equity Investment in Funds ) i ) ) i i i i i i
" | (EIF)
11. | Pastdue loans 686 - - - - - 4,017 - - 4,703
12. | Higherrisk categories - - - - - - - - - -
13. | Other assets 8,120 - - - - - 7,051 - - 15,171
14. | Total 814,435| 60,561| 21,286| 208,160 656 78,596 348,774 - - 1,532,468
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8. Market Risk(MRA)

Provide a description of thesk management objectives and policies for market risk

Overview

Market Risk is the risk of losses arising from movement in market based prices. The Bank assesses the mark
risk exposure and sets aside capital charge using the standardized measumseatieotl as prescribed under
the capital adequacy guidelines by CBUAE.

AKF ALCCO is responsible for managing the investment portfolio. All investments are recommended by AK
ALCCO within the regulators guidelines and then authorized by the AKF Credivesithent Committee
(AKF CIC) in line with the Group risk policies.

All foreign exchange exposures held by the Bank are to fulfill the client requirements. The Bank does not plar
to deal in any derivative instruments other than very limited forward deals as part of its trading book
exposures.

Market risk faced by the Bank primarily due to the exposures in the foreign currency with a major
concentration (99.9%) in USD. As the USD is pegged against the AED, the volatility is minimal.

In addition to that, theBank is also facing risk resulting from changes in interessrat®l their volatility on
the value of financial instruments sensitive to interest rates such as bonds and interest rate swaps.

However, as prescribed by CBUAEently, open positions in USD pegged to AED, are permitted to be treated
as open positions iMED.Other GCQurrenciesto be treated as open positions in their own related
currencies

Finance department performren a monthly basist r ess tests of the Bank’' s |
and FX (Foreign Exchange) risk and reports the raseuBSFAL CCO. The Bank’' s expo:
managed and monitored based on recommendations mad&KBALCCO, and in line with the Group Market
Risk appetite and policy.

Capital Charge under Market Risk

Given the low exposure to Market Risk (oRi} exposure) and strategic decision to refrain from open
positions in the trading book, the Bank considers market risk as low.

In case, the Bank changes its strategy and increases its exposure to trading book products, it will comply witf
the Group Markt Risk policy to ensure that the treasury and investments decisions do not expose the Bank
to undue or unauthorized levels of Market Risk.
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8. Market Risk
8.1 Market risk under the standardised approadiMR1)

This table povidesthe components of the capital requirement under thandardised approacfor market risk.

(a) (b)
Sn. Description 31-Dec22 31-Dec21
AED'000 AED'000

General Interest rate risk (General and Specific) - -

Equity risk (General and Specific) - -

Foreign exchange risk 3,640 176

HOINIE

Commodity risk - -

Options

Simplified approach - -

Deltaplus method - -

Securitisation - B

O NGO
1
1

Total 3,640 176
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9. Interest rate risk in the banking book (IRRBB

To provide aescription of the risk management objectives and policies concerning IRRBB.

Overview

Interest rate risk in the banking book (IRRBB) refers to the risk of changes in market prices of assets an
liabilities in the banking book due to changes in the insémate term structure. Banks have a significant
portion of their assets and liabilities portfolio not marked and carried on the books at their historical prices.
The economic value of such assets and liabilities is generally not ascertained on a ragjslantd can be a
significant source of risk if the asset or liability is not held till maturity.

Management

The Bank is exposed to interest rate risk as a result of mismatches in-fineireg profile of various assets
and liabilities of the Bank. The smiatch in the repricing profile is measured by computing the Rate Sensitive
Assets (RSA) and the Rate Sensiltiabilities (RSL) of the Bank.

The Bank estimates the capital charge by assessing the IRRBB associated with its business activities
scenard analysis that will measure the impact on market value of assets/liabilities as a result of a shift in the
market reference rate. The Bank uses the method indicated in the BCBS paper to compute the impact of
interest rate shock on the market value of egyuiMVE).

a) All assets and liabilities belonging to the banking book are slotted into a maturity ladder comprising of
a number of time bands big enough to sufficiently capture the nature of interest rate risk;

b) Fixedrate instruments are allocated as per thesidual term to maturity and floating rate instruments
according to the residual term to the repricing date;

c) For each time band, long and short positions aresetted resulting in a net long or short position in
each time band;

d) The resulting net positits are weighted by a factor that is designed to reflect the sensitivity of the
positions in the different time bands to an assumed change in market interest rates of 200bps;

e) The weighted positions from each time band are summed to calculate the weighttiopoof the
whole banking book

f) Customer non maturing deposits (CASA) are considered within the below calculation under overnight
bucket;

g) Multiple shock scenarios are used to capture parallel as well aparailel gap risk measured in terms
of EVE.
In order for shock scenarios to reflect local economic environments, a limited number of related shock
scenarios that span the relevant spectrum of yield curves, together with a methodology for prescribing
the level of absolute shocks in each currency, Haeen developed.
Under this approach, capital requirements for IRRBB are measured by the scenario that results in the
largest decline in EVE.
The six interest rate shock scenarios for the PHlaapital framework for IRRBB are: (i) parallel shock
up; (i) parallel shock down; (iii) steepener shock (short rates down and long rates up); (iv) flattener
shock (short rates up and long rates down); (v) short rates shock up; and (vi) short rates shock down.

The Basel lll approach expects banks to set asigital charge othe allocated capital for IRRB#ere it
should not be lower than the maximum of the absolute EVE impact and the absolute NI, iMaa@bs(EVE
impact), abs(NIl impacgs maximum.
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9. Interest rate risk in the banking book (IRRBEcontinued)

To provide a description of the risk management objectives and policies concerning IRRBB.
Repricing maturity assigned to nematurity deposits (NMDs)

Sr. Description Assumption

1 Average repricing maturity assigned to NMDs No specific assumptions were applied on NMD's
interest sensitive NMD's are assigned to overni
bucket

2 Longest repricing maturity assigned to NMDs No specific assumptions were applied on NMD's
interest sensitive NMD's are assigned to overni
bucket

Stress Test

In order to assess the impact of interest rate risk due to a severe shift in interest rate term structure, the
Bank considers a pdtel downward shift in interest rates &0 bps and assesses the impact on earnings of
the Bankand capital charge for IRRBB
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9.1Interest rate risk in the banking book (IRRBB

The below table provides information on the bank's changes in econaahie of equity and net interest income und

the prescribed interest rate shock scenarios.

Quantitative Disclosure

I £ aaATFAOl GA:

. k9+9 kKbLL
In reporting currency (AED) AED'000 AED'000
Period 31-12-2022 31-12-2022
Parallel up (15,001) 12,650
Parallel down 16,609 (12,650
Steepener (1,861)
Flattener (1,555)
Short rate up (7,769)
Short rate down 8,034
Maximum (15,001)
Period 31-12-2022
Tier 1 capital 501,370

. AEVE ANI I
In reporting currency (AED) AED'000 AED'000
Period 31-12-2021 31-12-2021
Parallel up (20,239) 15,061
Parallel down 23,029 (15,061)
Steepener (5,622)
Flattener 1,064
Short rate up (7,794)
Short rate down 7,732
Maximum (20,239)
Period 31-12-2021
Tier 1 capital 545,635
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10. Operational RiskORA)

To describe the main characteristics and elementheb an k'’ s oper ati onal ri sk me

Overview

Operational Risk is the risk of losses from inadequate or failed internal processes, people & systems or fron
external events which include baot limited to legal and information technology risk.

The Bank assesses the operational risk exposure and sets aside capital charge uBagidimelicator
Approach (BIA), as prescribed under the capital adequacy guidelines by CBUAE.

Identification of Operational Risk
The main sources of Operational Risk in the Bank are:

1 People: (including insufficient staff, inaccuracy/delay in performance; also related with training quality,
willful circumvention of regulation and responsibility);

1 System (includinégpilure, system limitations, bugs etc.);

1 Workplace safety conditions (including electric cabling/building, etc.);

1 External (Vendors/ Cards Fraud /Phishing/Skimming).

The Bank’'s operational ri sk managemen talltherbasimessvo r k
and support units of the Bank. The framework considers the operational risks arising from processes, people
systems, and internal or/and external events.

Assessment of process, people, systems and external events impact

Source of risk Current position of the Bank

Process After successful migration to the new core banking system (T24), revision of re
processes tested successfully and all processes in place.

People The Bank is making conscious efforts to increase risk managemamnéness and
risk culture across the bank.

Systems System driven validations and controls are being reviewed & impleme
Adequate monitoring mechanism is in place to enhance detective controls.

Furthermore, consultants are available to facilitate ¢ugapport in case of technic
issues.

External events The Bank is exposed to external stress events and market conditions tha
impact adversely. External incidents are being logged through Operationa
system (Risk Nucleus) and being maintaiimethe risk library.
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10. Operational RisKORA)continued)

To describe the main characteristics and elementheb an k'’ s oper ati onal ri sk me

Assessment of Operational Risk

The Bank annually performsRisk and Contrd&elfAssessment (RCS&)Bankwide level to determine the
inherent risks residing in the functioning of the various departments and the efficacy of the controls in place
to mitigate those risks.

The Bank has implemented an operational risk reporting sreln a g € me n t system *‘ Ri
streamlines the process of operational ri sk mana
requirements.

Thetool is capable of capturing, collecting, managing, tracking and generating reports aitiopaf risks
events based on which assessments are being performed across the Bank. The Bank arrives at a residual ri
value based on the above assessments.

Management of Operational Risk

The Bank has established an extensive operational risk managdraarework which is broadly classified
into the following main components:

Governance

Risk Transfer Mechanism

ORM Tools

Business Continuity Management
Fraud Risk Management
Monitoring & reporting

=A =4 =4 =4 -8 =9

i. Governance

The Bankin line with the Groupseeks to minimize actual or potential losses from operational failures
through a framework of policies and procedures that identify, asses, control, manage and report those risks.
Controls include effective segregation of duties, access, authorizatiomesodciliation procedures, staff
education/awareness and assessment processes. Following are the roles and responsibilities performed b
the Board of Directors and the Senior Management to ensure effective operational risk management:

TheGroup Risk Comttee (GREreviews and recommends the Operational Risk policy and place it to the
Group BoardCompliance & risk CommitteERCfor its approval, reviews and recommends the operational
risk appetite for the Group to the CRC for its approval, and adjudicateOperational Risk matters (as
escalated by GOR) = O2Yy OSNYyAy3a GKS DNRdAzZLIQa o6dzaAySaao ! RR
exclusions and other conditions pertainingBankers blanket bondBB, Professional indemnityP( and
Directorsand Officers liability[&0O) and other relevant insurance contracts, reviews reports escalated by
GORM and approves financial/other resources to implement control actions.

The GOR defines groupwide policies foOperational Risk Managemer®RM), includng operational risk
governance, coordinates risk transfer mechanisms including insurance across the Group, escalates ris
acceptance matters (where material risks are accepted) t&@RC, and enforcdse implementation of this

policy. The policy recogmes for practicality purpose, enforcement may be in the form of escalation to
members of the GRC rather than direct intervention.
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10. Operational RisKORA)continued)

To describe the main characteristics and elementhebb a n k © s o p emamsagemenhfiamework. s k

ii. Risk Transfer Mechanism

Risk Transfer is a mechanism whereby the risk of loss is transferred to another party and the other party
assumes (or pays for) the consequences of the risk should it occur. Traditional risk transfer nrethuits
entering into an insurance contract with a reputable insurer who assumes the risk on behalf of the Bank, in
return for a premium payable by the Bank.

The Bank’s Risk Transfer framework is an ikandegr e
benefits the bank by improving risk coverage in the insurance contracts. Annual reviews are conducted to
map the operational risks faced by the Bank to the applicable insurance contracts, in order to ascertain levels
of coverage, should risk materiizg.

ORM Tools

iii.
The Bank has embedded operational risk management elements into H®dhay activities and processes,
through a strategic adoption of ORM tools across all business units and branches. The Bank annually develoj
an ORM calendar, which dets the ORM programs (such as RCSAs, KRIs, etc.) that provides the assurance c
required ORM activities for the year. The Bank’ s
risk management system‘ Ri sk Nucl eus’ S i n areetbdséd ladd.worklolw @rivenny s t e
enabling the Bank to proactively manage the measurement, monitoring and reporting of operational risks
using the Incident Management, Loss Data Collection, Risk and ContrasSettment (RCSA) and Key Risk
Indicator (KRI s ) modul es. The Bank has devel oped vari o
systems and the entire gamut of activities which may give rise to operational Tis&sSORM tools are
summarized below:

1- Risk and Control Selissessment (RCSA):

Thisis the bottom up risk identification and assessment exercise carried out at the department level. The
RCSA process consists of two stagaherent Risk Selissessment and Control SA$sessments.

a. Inherent Risk SelAssessment:

Departments identify thi& inherent operational risks and maintain a customized risk register on the
operational risk system, pertaining to the products/ services offered by their units and aligned with the
processes for their departments. Identified inherent operational risksamsessed at least annually.
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10. Operational RisKORA)continued)

To describe the main characteristics and elementheb an k'’ s oper ati onal ri sk me

b. Control SefAssessment:

A Control SelAs sessment (CBAYiI msssa” “ild neefoifned as a pi
examines and improves existing internal controls and/or implements new internal controls to mitigate risks
associated with a process or function. The CSA process entails documentation of the prdoessian,
identification of all risks related to that process or function, and identification and evaluation of all internal
controls that should be in place to mitigate the risks to an acceptable level. Each CSA will have its own goal
and objectives; bwever, every CSA will also have the following three global objectives:
T Communication and wunder st an dnd megponsilfilities witbirh thed e p
selected process or function, including the roles and responsibilities of each individuisl plaat of
the process or function
1 Determination of acceptable levels of risk
1 Determination of the correct codtenefit tradeoff for establishing new internal controls

A Operational Loss Database (OLD):

The data on operational losses is captured in the OLD to enable further analysis on it to understand the true
cause of the operational loss incident. Based on the analysis steps are taken to prevent any further
occurrences of loss incidents of similar kir@haptured incidents in the OLD are in form of direct losses,
indirect losses & near misses, on the basis of the incident reporting mechanism.

A Key Risk Indicators (KRIs):

GORM has introduced a structured approach to enable the development of KRIs bysitless units. A
reporting structure has been established for the KRIs and the business units are responsible for tracking KF
threshold breaches on a timely basis, and taking appropriate corrective actions. The validity of KRIs are
reviewed on a periodibasis and the GORIis notified of changes to the same.

iv. Business Continuity Management

The Bank has a walbcumented, effective and tested Business Continuity Management Program and
detailed manual of the same have been made available to the employbeseffiployees are regularly
updated on the same through ongoing trainjreglucation and system updates.

v. Fraud Risk Management

The Bank has a comprehensive Fraud Risk Management framework and policy that has been rolled out acros
by the Group. This coverhd responsibilities of all departments, and outlines the governance framework,
including the Group Special Investigations Committee, that is convened to supervise and monitor
investigations into events of potential impropriety when necessary.

Further, thefraud incidents are investigated and root cause is analyzed following Group Fraud Risk policy. As

fraud remains a category of Operational risk, related incidents are captured in OLD under the subcategory of
Internal/External Fraud.
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10. Operational RiskORA)continued)

To describe the main characteristics and elementheb an k'’ s oper ati onal ri sk me

vi. Monitoring and Reporting

Ongoing monitoring and reporting on operational risk is crucial to ensure the continued adequacy and
effectiveness of ORM activities. All relevant units monitor and measure their operational risk exposure
through the use of Key Indicators [performance (KPIs), risk (KRIs) and/or controls (KCIs)]. Key Indicators
used by the department as a means of cahto track changes in their exposure to operational risk.

Monthly Operational risk report is issued and assessed in the monthly AKF Risk Committee & Group Ris
Committee in order to:

9 Study the Pastincidents reported, trends

9 The Future New Risks ahNear term risk reduction measures

9 Action Plans tracking for control improvement and to fix control fajlure
9 Detailed incidents above threshgld

9 Detailed commentary on indicators that have shown deterioration.YTD

Significant issues will be escalatedG®C, as GORs authorized to followup departments regarding nen
delivery of agreed action plans and to escalate to GRC.

Going forward the Bank has no plans in the near future to use more advanced approaches and will follow by
all means CBUAE guidelineghis regard.
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11. Remuneration policy

Tockscribe the bank’s remuneration policy as well
assessments by wusers of Pillar 3 data of banks’ ¢
Overview

TheHRpolicy for Al Khaliji France is formed through BeupHRpolicyat Masraf AL Rayan (MAR)disa
compilati on of empl oyment policies, empl oyment
remunerati ons, wor kpl ace ¢ plisatlet policiesshichguidethe hinng o y e ¢
practicesrelated to Talent Acquisition, Remuneration and performance management.

This Policy supports the development of an efficient, transparent and accountable organization. The
manpower planning, recruitment, performance management, development and promotion policies are
focused on hiring and developing a balanced mixJAEnationals and expatriate workers based on their
objectively measured performance and capacity to grow.

TheHRpolicy is tailored in each region to be aligned with the market practices and subject to compliance
with the Labor Laws in relevant operatingigdlictions of the Bank.

Within Al Khaliji France, the base of remuneration is fixed. Variable pay in the form of cash recognized as
annual bonus could be awarded based on the global performance of the Bank and on the individual
performance. The paymewtf bonus is linked to the previous performance period.

To ensure a comprehensive link between remuneration and performance, individual objectives are fixed by
the employees at the beginning of each year and consist of a set of financial asithaocialobjectives to

be achieved partly or completely over the same year. The payment of a bonus is not guaranteed, and
performance management processes ensures that bad performers are not rewarded.
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11. Remuneration policy

11.1 Remuneration awarded duringhe financial yeaREM1)
Includesinformation onfixed and variableemuneration for the financial year.

31 December 2022

1'95Qnnn
(a) (b)
Sn Description Senior Other Material
Management Risktakers
1 Number of employees 5 -
2. Total fixed remuneration (3 +5 + 7) 3,075 -
3. Of which: castbased 3,075 -
4, Fixed Of which: deferred - -
5. Remuneration Of which: shares or other shatimked instruments - -
6. Of which: deferred - -
7. Of which: other forms - -
8. Of which: deferred - -
9. Number of employees 5 -
10. Total variable remuneration (11 + 13 + 15) 252 -
11 Of which: castbased 252 -
12. Variable Of which: deferred - -
13. Remuneration Of which: shares or other shatieked instruments - -
14. Of which: deferred - -
15. Of which: otherforms - -
16. Of which: deferred - -
17. | Total Remuneration (2+10) 3,327 -
31 December 2021
AED’ 000
(@) (b)
Sn. Description Senior Other Material
Management Risktakers
18. Number of employees 5 -
19. Total fixed remuneration (3 +5 + 7) 3,087 -
20. Of which: castbased 3,087 -
21 Fixed Of which: deferred - -
22. Remuneration Of which: shares or other shatieked instruments - -
23. Of which: deferred - -
24, Of which: other forms - -
25. Of which: deferred - -
26. Number of employees 5 -
27. Total variable remuneration (11 + 13 + 15) 205 -
28. Of which: castbased 205 -
29. Variable Of which: deferred - -
30. Remuneration Of which: shares or other shatimked instruments - -
3L Of which: deferred - -
32. Of which: other forms - -
33. Of which: deferred - -
34. | Total Remuneration (2+10) 3,292 -
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12. Acronyms

Sn.  Abbreviations Description

1 AKF Al Khaliji France S.A(Head office in France and its Branches in the U/
2. ALCCO Asset,Liability andCapital Canmittee

3. AML Anti-MoneyLaundry

4. ASRR Advances td3able ResourcedRatio

5. AT1 Additional Tier 1

6. BBB BankersBlanketBond

7. BCBS BaselCommittee onBankingSupervision

8. BCM Businesgontinuity Management

0. BIA Businesdndicator Approach

10. CB UAE Central Bank ofU.A.E.

11. CCF Qredit ConversionFactor

12 CCP Central Counterparty

13. CCR Gounterparty Qedit Risk

14. CET1 GommonEquity Tier 1

15 CIC Qredit andinvestmentCommittee

16. CRM Qredit RiskMitigation

17. CSA Gontrol Self-Assessment

18 D&O Directors& Officers

19. D-SIB DomesticSystemicallyimportant Banks

20. EAD ExposureAt Default

21. ECL ExpectedCredit Losses

22. ELAR Higible Liquid AssetRatio

23. EVE EconomicValue ofEquity

24. FVOCI Fair Value throughOther Comprehensivdncome
25. GALCCO Group Asset,Liability andCapital Canmittee
26. GCRC Group Compliance &RiskCommittee

27. GDP GrossDomesticProduct

28. GORM Group OperationalRiskManager

29. GRC Group RiskCommittee

30. Group MasrafAl Rayan DohaNMIARDoha or Qatar)
31 HNWI High Net-Worth Individuals

32 HO Al Khaliji France ParigAKFParis or France)
33 HQLA High Quality Liquid Assets

34. ICAAP Internal Capital AdequacyAssessmenProcess
35  IFRS InternationalHnancialReporting Sandards
36. KCI Key Control Indicators

37. KPI Key Performancelndicators

38. KRI Key RiskIndicators

39. LC Letter of Qredit

40. LCR Liquidity CoverageRatio

41. LGD LossGiven Default

42. LR LeverageRatio

43. MRA Mo o d RiskAdvisor

44. MVE Market Value ofEquity

45.  NPL Non-PerformingLoans

46. NSFR Net Sable FundingRatio
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12. Acronyms

Sn.
47.
48.
49,
50.
51
52.
53.
54,
55.
56.
57.
58.
59,
60.

Abbreviations
O.E.C.D.
OoLD
OLEM
ORM

PD

PFE

Pl

RCSA
RSA
RSL
RWA

SA

SFT
SICR

Description

Organization foreconomicCGo-operation andDevelopment
OperationalLossDatabase

Other LoansEspeciallyMentioned
OperationalRiskManagement
Probability ofDefault

Potential Future Exposure
Professionalndemnity

Risk andGontrol Self-Assessment
Rate SnsitiveAssets

Rate SnsitiveLiabilities
RiskWeightedAssets
SandardizedApproach
SecuritiesHnancingTransactions
Sgnificantincrease iredit Rsk

I £ aaATFAOl GA:
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13. Glossary

1

[~

|

B

|1

|

[~

|o0

Capital conservation buffer

A capital buffer prescribed by BCBS and CBUAE under Basel Il and designed to ensure banks build
capital buffers outside periods of stress which can be drawn down as losses are incurred. Should the
bank's CET1 capital f a | nl bufferi rdangei capital Higributoaspwillt ba |
constrained by the regulators.

Countercyclical capital buffer (CCyB)

The countercyclical capital buffer is part of a set of macro prudential instruments, designed to help
counter procyclicality in the finarial system. CCyB as defined in the Basel Il standard provides for an
additional capital requirement of up to 2.5 per cent of rigkighted assets.

Counterparty credit risk (CCR)
The risk that a counterparty defaults before satisfying its obligationsuadderivative, a securities
financing transaction (SFT) or a similar contract.

Credit Conversion Factor (CCF)
As prescribed by CBUAE, an estimate of the amount the Group expects a customer to have drawn furthel
on a facility limit at the point of defat.

Credit risk adjustment (CRA)
This includes impairment allowances or provisions balances, and changes in ECL.

Credit risk mitigation (CRM)
Credit risk mitigation is a process to mitigate potential credit losses from any given account, customer or
portfolio by using a range of tools such as collateral, netting agreements, credit insurance, credit
derivatives and guarantees.

Domestic systemially important banks (BSIB)

Domestic systemically important banks are deemed systemically relevant for the domestic financial
system in which they operate. The CBUAE and the BCBS have developed a framework for identifying an
dealing with BSIBs. The Ctnal Bank of the UAE annually assesses national banks at their consolidated
group level and foreign banks at their UAE branch level; to designate banks whose failure could escalate
to systemic risk for the UAE banking sector and eventually impact the sgono

Economic Value of Equity (EVE)

The economic value of equity (EVE)éssh flow calculation that takes the present value of all asset cash
flows and subtracts the present value of all liability cash flows. Unlike earnings at risk and value at risk
(VAR, a bank usethe economic value of equity manage its assets and liabilities. This is a-teng
economic measure used to assess the degrdaatefest rate riskexposure—as opposed to neinterest

income (NII), which reflects sheteérm interest rate risk.
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13. Glossary(continued)

Fully Loaded ECL

Means Bank'’'s regul atory c ap the tasitionab amangementifor RS h

9 had not been applied. CBUAE introduced transitional arrangements as per circular no. 04/2020
“Regul ation Regarding Account i-Thrga rPgiotvii sn aln sA rarn

Internal Capital Adequacy Assessment Process (ICAAP)
A requirement under Pillar 2 of the Basel framework to undertake a comprehensive assessment of their
risks and to determine the appropriate amounts of capital to be held against these risks.

1L KeyConttf LYRAOIFIG2NR 6Y/ LQ&O

Key Control Indicators or KCls also referred to as Control Effectiveness Indicators are metrics that provide
information on the extent to which a given control is meeting its intended objectives in terms of loss
prevention, reductionetc.

12. KeyPerformancelndicators (KPIs)

Key Performance Indicatorsfer to a set of quantifiable measurements used to gauggaak s ov er &
long-term performance. KPIs specifically help determinB a n &tratsgic, financial, and operational
achievemats, especially compared to those of other businesses within the same sector.

Key Risk Indicators (KRIs)

Key Risk Indicatoi@re used by financial firms to measure their exposure to a given risk at a particular
time. By comparing an appropriate set of kisk indicators with internal limits and thresholds, banks
can determine whether their operational risk exposuage within their risk appetite

Leverage ratio
A ratio introduced under Basel IlIl/CRD that compares Tier 1 capital to total exposures, including certain

exposures held ofbalance sheet as adjusted by stipulated credit conversion factors. Intended to be a
simple, nonrrisk based backstop measure.

15, Ligudity Coverage Ratio (LCR)

The ratio of the stock of high quality liquid assets to expected net cash outflows over the following 30
days. High quality liquid assets should be unencumbered, liquid in markets during a time of stress and,
ideally, be centrabank eligible.

Net stable funding ratio (NSFR)

The ratio of available stable fundif§SFjo required stable fundingRSFpver a oneyear time horizon,
assuming a stressed scenario. It is a loAgan liquidity measure designed to restrain the amount of
wholesale borrowing and encourage stable funding over a one year time horizon.

Securities Financing Transactions (SFT)

Securities Financing Transactions are secureddakateralized transactions that involve the temporary
exchange of cash against securities, or securities against other securities, e.g. stock lending or stoc
borrowing or the lending or borrowing of ot financial instruments, a repurchase or reverse repurchase
transaction, or a bugell back or selbuy back transaction.
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13. Glossarycontinued)

18. StandardizedApproach (SA)
In relation to credit risk, a method for calculating credit risk capigLirements using External Credit
Assessment Institutions (ECAI) ratings and supervisoryweigihts. In relation to operational risk, a
method of calculating the operational risk capital requirement by the application of a supervisory defined
percentagecharge to the gross income of eight specified business lines.
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