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1. Overview of risk management, key prudential metrics and RWA

1.1 Key metrics

Dec-22 | Sep-22 | Jun-22 Mar-22 Dec-21
Available capital (amounts)
1 [Common Equity Tier 1 (CET1) 553,881 580,969 574,991 565,695 560,742
la |Fully loaded ECL accounting model 549,914 575,680 569,702 554,953 550,000
2 (Tier1l 553,881 580,969 574,991 565,695 560,742
2a |[Fully loaded ECL accounting model Tier 1 549,914 575,680 569,702 554,953 550,000
3 |Total capital 583,204 603,440 597,132 586,891 582,964
Fully loaded ECL accounting model total
3a |capital 579,238 598,151 591,843 576,149 572,222
Risk-weighted assets (amounts)
4 |[Total risk-weighted assets (RWA) | 2,419,390 | 1,853,644 | 1,827,271 | 1,751,417 | 1,833,177
Risk-based capital ratios as a percentage of RWA
5 [Common Equity Tier 1 ratio (%) 22.89% 31.34% 31.47% 32.30% 30.59%
5a [Fully loaded ECL accounting model CET1 (%) 22.73% 31.06% 31.18% 31.69% 30.00%
6 |[Tier 1 ratio (%) 22.89% 31.34% 31.47% 32.30% 30.59%
Fully loaded ECL accounting model Tier 1
6a |ratio (%) 22.73% 31.06% 31.18% 31.69% 30.00%
7 |Total capital ratio (%) 24.11% 32.55% 32.68% 33.51% 31.80%
Fully loaded ECL accounting model total
7a |capital ratio (%) 23.94% 32.27% 32.39% 32.90% 31.21%
Additional CET1 buffer requirements as a percentage of RWA
Capital conservation buffer requirement
8 [(2.5% from 2019) (%) 2.5% 2.5% 2.5% 2.5% 2.5%
9 |Countercyclical buffer requirement (%) - - - - -
10 |Bank D-SIB additional requirements (%) - - - - -
Total of bank CET1 specific buffer
11 |requirements (%) (row 8 + row 9+ row 10) 2.5% 2.5% 2.5% 2.5% 2.5%
CET1 available after meeting the bank's
12 |minimum capital requirements (%) 13.44% 22.06% 22.18% 23.01% 21.30%
Leverage Ratio
13 |Total leverage ratio measure 3,877,529 2,076,007 2,096,882 2,163,596 2,368,827
14 |Leverage ratio (%) (row 2/row 13) 14.28% 27.98% 27.42% 26.15% 23.67%
Fully loaded ECL accounting model leverage
14a [ratio (%) (row 2A/row 13) 14.18% 27.73% 27.17% 25.65% 23.22%
Leverage ratio (%) (excluding the impact of
14b |any 14.28% 27.98% 27.42% 26.15% 23.67%
ELAR
21 |Total HQLA 720,148 156,984 294,049 313,446 278,782
22 |Total liabilities 3,075,603 | 1,359,408 | 1,289,086 | 1,375,024 | 1,511,375
23 |Eligible Liquid Assets Ratio (ELAR) (%) 23.41% 11.55% 22.81% 22.80% 18.45%
ASRR
24 |Total available stable funding 3,025,127 1,745,740 1,675,420 | 1,725,060 1,818,949
25 [Total Advances 1,915,547 | 1,471,370 | 1,350,684 | 1,478,735 | 1,502,302
26 |Advances to Stable Resources Ratio (%) 63.32% 84.28% 80.62% 85.72% 82.59%
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1.2 Bank Risk Management Approach

The Basel 3 framework

The CBUAE Basel 3 framework is based on three pillars, consistent with the Basel 3 framework
- Pillar 1: the calculation of the risk-weighted assets (RWAs) and capital requirement.

- Pillar 2: the supervisory review process, including the Internal Capital Adequacy Assessment
- Pillar 3: the disclosure of risk management and capital adequacy information.

Pillar 1
Pillar 1 prescribes the basis for the calculation of the regulatory capital adequacy ratio. Pillar 1 set

out the definition and calculations of the RWAs, and the derivation of the regulatory capital base.

The capital adequacy ratio is calculated by dividing the regulatory capital base by the total RWAs.

Pillar 2

Pillar 2 defines the process of supervisory review of an institution’s risk management framework
and, ultimately, its capital adequacy.

Pillar 2 comprises two processes:

- an Internal Capital Adequacy Assessment Process (ICAAP), and

- a supervisory review and evaluation process.

The ICAAP incorporates a review and evaluation of risk management and capital relative to the
risks to which the branch is exposed. The branch’s ICAAP has been developed around its economic
capital framework which is designed to ensure that the Branch has sufficient capital resources
available to meet regulatory and internal capital requirements, even during periods of economic
or financial stress. The ICAAP addresses all components of the branch’s risk management, from
the daily management of more material risks to the strategic capital management. The
supervisory review and evaluation process represents the CBUAE review of the branch’s capital
management and an assessment of internal controls and corporate governance. The supervisory
review and evaluation process is designed to ensure that institutions identify their material risks
and allocate adequate capital, and employ sufficient management processes to support such risks.

The supervisory review and evaluation process also encourages institutions to develop and apply
enhanced risk management techniques for the measurement and monitoring of risks in addition
to the credit, market and operational risks addressed in the core Pillar 1 framework. Other risk
types which are not covered by the minimum capital requirements in Pillar 1 include liquidity risk,
interest rate risk in the banking book, business risk and concentration risk. These are covered
either by capital, or risk management and mitigation processes under Pillar 2.
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1.2 Bank Risk Management Approach

Pillar 3

In the CBUAE Basel 3 framework, the third pillar prescribes how, when, and at what level
information should be disclosed about an institution’s risk management and capital adequacy
practices. The disclosures comprise detailed qualitative and quantitative information. The
purpose of the Pillar 3 disclosure requirements is to complement the first two pillars and the
associated supervisory review process. The disclosures are designed to enable stakeholders and
market participants to assess an institution’s risk appetite and risk exposures and to encourage
all banks, via market pressures, to move toward more advanced forms of risk management.
Under the current regulations, partial disclosure consisting mainly of quantitative analysis is
required during half year reporting, whereas fuller disclosure is required to coincide with the
financial year end reporting. In this report, the branch’s disclosures are beyond the minimum
regulatory requirements and provide disclosure of the risks to which it is exposed, both on- and
off-balance sheet. The disclosures in this report are in addition to the disclosures set out in the
financial statements presented in accordance with International Financial Reporting Standards
(IFRS).

Risk and capital management

The branch maintains a prudent and disciplined approach to risk taking by upholding a
comprehensive set of risk management policies, processes and limits, employing professionally
qualified people with the appropriate skills, investing in technology and training, and actively
promoting a culture of sound risk management at all levels. A key tenet of this culture is the
clear segregation of duties and reporting lines between personnel transacting business and
personnel processing that business. The branch’s risk management is underpinned by its ability
to identify, measure, aggregate and manage the different types of risk it faces.

The Board of Directors for the GIB Group has created from among its members a Board Risk
Policy Committee to review the Group’s risk-taking activities including those at the Abu Dhabi
Branch and report to the Board in this regard. The Board has the ultimate responsibility for
setting the overall risk parameters and tolerances within which the Group and the Branch
conducts its activities, including responsibility for setting the capital ratio targets. The Board
reviews the Group’s overall risk profile and significant risk exposures as well as the Group’s
major risk policies, processes and controls. These policies, processes and controls are
disseminated to the branch.

The GIB Group Management Committee, chaired by the Chief Executive Officer (CEQ), has the
primary responsibility for sanctioning risk-taking policies and activities within the tolerances
defined by the Board. The GIB Group Risk Committee assists the Management Committee in
performing its risk related functions, through all the branches.
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The GIB Group Risk Committee, under the chairmanship of the Group Chief Risk Officer (CRO) and comprising the
Group’s most senior risk professionals, provides a forum for the review and approval of new products, risk
measurement methodologies and risk control processes. The Group Risk Committee also reviews all risk policies and
limits that require approval by the Management Committee. The Group Assets and Liabilities Committee (ALCO),
chaired by the Group Chief Financial Officer (CFO), provide a forum for the review of asset and liability activities
within GIB including the branch. It co-ordinates the asset and liability functions and serves as a link between the
funding sources and usage in the different business areas.

1.2 Bank Risk Management Approach

From a control perspective, the process of risk management is facilitated through a set of independent functions,
which report directly to senior management. These functions include Credit Risk, Market Risk, Operational Risk,
Financial Control and Internal Audit. This multi-faceted approach aids the effective management of risk by
identifying, measuring and monitoring risks from a variety of perspectives.

Internal Audit is responsible for carrying out a risk-based programme of work designed to provide assurance that
assets are being safeguarded. This involves ensuring that controls are in place and working effectively in accordance
with Group policies and procedures as well as with laws and regulations. The work carried out by Internal Audit
includes providing assurance on the effectiveness of the risk management functions, as well as that of controls
operated by the business units in all of the Group’s geographic locations. The Board Audit Committee approves the

annual audit plan and also receives regular reports of the results of audit work.

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and
to sustain the entire branch’s future business development. The branch manages its capital structure and makes
adjustments to the structure taking account of changes in economic conditions and strategic business plans. The
Group CFO is responsible for the capital planning process. Capital planning includes capital adequacy reporting,
economic capital and parameter estimation, i.e. probability of default (PD) and loss given default (LGD) estimates,
used for the calculation of economic capital. The CFO is also responsible for the balance sheet management
framework.

Governance structure
The governance structure for risk and capital management is set out in the table below:

Board of Directors

Board Audit Committee Board Risk Policy Committee
Chief Executive Officer
Management Committee Group Risk Committee Assets and Liabilities Committee
(Chairman: CEO) (Chairman: CRO) (Chairman: CFO)

The risk, liquidity and capital management responsibilities are set out in the table below:

Chief Executive Officer

Chief Financial Officer Chief Risk Officer
(CFO) (CRO)
Balance sheet management framework Risk management framework and policies
Capital management framework Group credit control
Credit risk
Market risk
Operational risk
Liquidity risk
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1.3- Overview of risk management, key prudential metrics and RWA

Overview of RWA
RWA Minim.um capital
requirements
Dec-22 Sep-22 Dec-22

1|Credit risk (excluding counterparty credit risk) 2,308,275 | 1,755,335 242,369
2| Of which: standardised approach (SA) 2,308,275 | 1,755,335 242,369
3

4

5

6|Counterparty credit risk (CCR)

Of which: standardised approach for counterparty credit

12|Equity investments in funds - look-through approach

13|Equity investments in funds - mandate-based approach

14|Equity investments in funds - fall-back approach

15(Settlement risk

16|Securitisation exposures in the banking book

Of which: securitisation external ratings-based approach
18|(SEC-ERBA)

mo

19| Of which: securitisation standardised approach (SEC-SA)

20|Market risk

231

856

24

21| Of which: standardised approach (SA)

26(Total (1+6+10+11+12+13+14+15+16+20+23)

231

2,419,390

856

1,853,644

24

23|Operational risk 73,262 55,111 7,692

254,036
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2- Composition of capital

2.1- Composition of regulatory capital

Source based on reference
numbers/letters of the balance
sheet under the regulatory scope of
consolidation

Amounts

Ci Equity Tier 1 capital: instruments and reserves

Directly issued qualifying common share (and equivalent for non-joint stock companies) capital plus
related stock surplus 550,000

[

N

Retained earnings -

w

Accumulated other comprehensive income (and other reserves) 3,967

ES

Directly issued capital subject to phase-out from CET1 (only applicable to non-joint stock companies) -

vl

Common share capital issued by third parties (amount allowed in group CET1)

Common Equity Tier 1 capital before regulatory deductions 553,967

Ll

Ci Equity Tier 1 capital regul. y adjustments

~

Prudent valuation adjustments -

00

Goodwill (net of related tax liability) _

el

Other intangibles including mortgage servicing rights (net of related tax liability) 86

Deferred tax assets that rely on future profitability, excluding those arising from temporary differences

10| (net of related tax liability) -

(=]

1

=

Cash flow hedge reserve -

N

12|Securitisation gain on sale -

w

13|Gains and losses due to changes in own credit risk on fair valued liabilities -

14|Defined benefit pension fund net assets -

%

15Investments in own shares (if not already subtracted from paid-in capital on reported balance sheet) -

N

16 |Reciprocal cross-holdings in CET1, AT1, Tier 2 -

Investments in the capital of banking, financial and insurance entities that are outside the scope of
regulatory consolidation, where the bank does not own more than 10% of the issued share capital
17|(amount above 10% threshold) -

Significant investments in the common stock of banking, financial and insurance entities that are outside
18|the scope of regulatory consolidation (amount above 10% threshold) -

Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax
19|liability) -

O

20|Amount exceeding 15% threshold -

21| Of which: significant investments in the common stock of financials -

22| Of which: deferred tax assets arising from temporary differences -

w

23| CBUAE specific regulatory adjustments -

5

24|Total regulatory adjustments to Common Equity Tier 1

25|Common Equity Tier 1 capital (CET1) 553,881

Additional Tier 1 capital: instruments

26|Directly issued qualifying Additional Tier 1 instruments plus related stock surplus -

27| OF which: classified as equity under applicable accounting standards -

28| Of which: classified as liabilities under applicable accounting standards -

29|Directly issued capital instruments subject to phase-out from additional Tier 1 -

Additional Tier 1 instruments (and CET1 instruments not included in row 5) issued by subsidiaries and
30|held by third parties (amount allowed in AT1) -

o

31| Of which: instruments issued by subsidiaries subject to phase-out -

N

32|Additional Tier 1 capital before regulatory adjustments -

Additional Tier 1 capital: regulatory adjustments

3

w

Investments in own additional Tier 1 instruments -

Investments in capital of banking, financial and insurance entities that are outside the scope of

34|regulatory consolidation -

'S

Significant investments in the common stock of banking, financial and insurance entities that are outside
35|the scope of regulatory consolidation -

)

36| CBUAE specific regulatory adjustments -

~

37|Total regulatory adjustments to additional Tier 1 capital -

00

38|Additional Tier 1 capital (AT1) -

39|Tier 1 capital (T1= CET1 + AT1) 553,881

o
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2- Composition of capital

2.1- Composition of regulatory capital

Source based on reference
numbers/letters of the balance
sheet under the regulatory scope of
consolidation

Amounts

Tier 2 capital: instr and pr

40|Directly issued qualifying Tier 2 instruments plus related stock surplus -

41|Directly issued capital instruments subject to phase-out from Tier 2 -

Tier 2 instruments (and CET1 and AT1 instruments not included in rows 5 or 30) issued by subsidiaries
42|and held by third parties (amount allowed in group Tier 2) -

43| Of which: instruments issued by subsidiaries subject to phase-out -
44|Provisions 29,324
45|Tier 2 capital before regulatory adjustments 29,324
Tier 2 capital: regulatory adjustments
46|Investments in own Tier 2 instruments -
Investments in capital, financial and insurance entities that are outside the scope of regulatory
consolidation, where the bank does not own more than 10% of the issued common share capital of the
47 |entity (amount above 10% threshold) -
Significant investments in the capital, financial and insurance entities that are outside the scope of
48|regulatory consolidation (net of eligible short positions) -
49| CBUAE specific regulatory adjustments -
50| Total regulatory adjustments to Tier 2 capital -
51|Tier 2 capital (T2) 29,324
52|Total regulatory capital (TC=T1 + T2) 583,204
53| Total risk-weighted assets 2,419,390
Capital ratios and buffers
54|Common Equity Tier 1 (as a percentage of risk-weighted assets) 22.89%
55|Tier 1 (as a percentage of risk-weighted assets) 22.89%
56|Total capital (as a percentage of risk-weighted assets) 24.11%
Institution specific buffer requirement (capital conservation buffer plus countercyclical buffer
requirements plus higher loss absorbency requirement, expressed as a percentage of risk-weighted
57|assets) -
58| Of which: capital conservation buffer requirement -
59| Of which: bank-specific countercyclical buffer requirement -
60| Of which: higher loss absorbency requirement (e.g. DSIB) -
Common Equity Tier 1 (as a percentage of risk-weighted assets) available after meeting the bank's
61|minimum capital requirement. 22.89%
The CBUAE Minii Capital Requirement
62|Common Equity Tier 1 minimum ratio 7.00%
63|Tier 1 minimum ratio 8.50%
64| Total capital minimum ratio 10.50%

Amounts below the thresholds for deduction (before risk weighting)

Significant investments in common stock of financial entities -

68| Deferred tax assets arising from temporary differences (net of related tax liability) -
Applicable caps on the inclusion of provisions in Tier 2

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised approach (prior
69|to application of cap) -
Cap on inclusion of provisions in Tier 2 under standardised approach 29,324

Capital instruments subject to phase-out arrar ts (only applicable between 1 Jan 2018 and 1 Jan 2022)

73|Current cap on CET1 instruments subject to phase-out arrangements -
74|Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities) -
75|Current cap on AT1 instruments subject to phase-out arrangements -
76|Amount excluded from AT1 due to cap (excess after redemptions and maturities) -
77|Current cap on T2 instruments subject to phase-out arrangements -
78| Amount excluded from T2 due to cap (excess after redemptions and maturities) -
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2- Composition of Capital

2.2- Reconciliation of regulatory capital to balance sheet

hliched i ol

sheetasin p

Under regul

y scope of

Reference

As at period-end

As at period-end

Assets

Cash and balances at central banks

556,496

720,148

Items in the course of collection from other banks

2,341

2,341

Trading portfolio assets

Financial assets designated at fair value

Derivative financial instruments

54,029

(b)

Loans and advances to banks

1,117,787

907,880

(c)

Loans and advances to customers

1,876,458

1,895,608

(d)

Reverse repurchase agreements and other similar secured
lending

Available for sale financial investments (Includes FVOCI)

Current and deferred tax assets

Prepayments, accrued income and other assets

91,479

83,702

(e)

Investments in associates and joint ventures

Goodwill and other intangible assets

Of which: goodwill

Of which: intangibles (excluding MSRs)

Of which: MSRs

Property, plant and equipment

1,534

1,535

Total assets

3,646,095

3,665,243

Liabilities

Deposits from banks

235,356

235,353

Items in the course of collection due to other banks

Customer accounts

2,637,827

2,637,824

Repurchase agreements and other similar secured borrowing

Trading portfolio liabilities

Financial liabilities designated at fair value

Derivative financial instruments

53,544

(f)

Debt securities in issue

111,524

111,524

Accruals, deferred income and other liabilities

91,720

37,358

(g)

Current and deferred tax liabilities

Of which: DTLs related to goodwill

Of which: DTLs related to intangible assets (excluding MSRs)

Of which: DTLs related to MSRs

Subordinated liabilities

Provisions

19,972

(h)

Retirement benefit liabilities

Total liabilities

3,076,427

3,095,575

Shareholders' equity

Paid-in share capital

550,000

550,000

Of which: amount eligible for CET1

Of which: amount eligible for AT1

550,000

550,000

Retained earnings

Accumulated other comprehensive income

19,668

19,668

Total shareholders' equity

569,668

569,668

Differences due to regulatory reporting requirements:

(a) Cash balance reported in the regulatory returns is the cash on hand and balances at the Central Bank of UAE.
(b) Derivative financial instruments are reported under other assets in the financial statements

(c) Short term balances are classified seperately in the regulatory returns

(d) Loans and other assets are reported net of ECL in the financial statements and gross in the regulatory returns
(e) Positive fair value of the derivatives are reported under other assets in the financial statements but as positive fair value of derivatives under regulatory returns. This has been offset by
the derivative valuation margin being reported under other assets in the BRFs and cash and balances at central banks in the financial statements

(f) Derivative financial instruments are reported under other liabilities in the financial statements and negative fair value of derivatives under regulatory returns

(g) Derivative financial instruments are reported under other liabilities in the financial statements and negative fair value of derivatives under regulatory returns and expected credit losses
on contingent liabilities are reported under other liabilities in the financial statements and other provisions in the regulatory returns
(h) Expected credit losses on contingent liabilities and loans are reported under other liabilities and loans and advances in the financial statements and other provisions, general provision

and specific provision in the regulatory returns
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2- Composition of capital

2.3- Main features of regulatory capital instruments

Quantitative / qualitative
information

Issuer Gulf International Bank
1 B.S.C.

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private |NA
2|placement)

3|Governing law(s) of the instrument United Arab Emirates
Regulatory treatment
4|Transitional arrangement rules (i.e. grandfathering) Tier 1
5[Post-transitional arrangement rules (i.e. grandfathering) Tier 1
6|Eligible at solo/group/group and solo Solo
7|Instrument type (types to be specified by each jurisdiction) Common equity
8|most recent reporting date)
9[Nominal amount of instrument 550,000
9a |lIssue price NA
9b |Redemption price NA
10|Accounting classification Shareholders’ equity
11|0Original date of issuance NA
12|Perpetual or dated Perpetual
13|Original maturity date NA
14|Issuer call subject to prior supervisory approval No

15|Optional call date, contingent call dates and redemption amount  |NA

16|Subsequent call dates, if applicable NA
Coupons / dividends NA
17 [Fixed or floating dividend/coupon NA
18|Coupon rate and any related index NA
19|Existence of a dividend stopper NA
Fully discrectionary, partially discrectionary or mandatory (in terms
20a|of timing) Fully discretionary
Fully discrectionary, partially discrectionary or mandatory (in terms
20b|of amount) Fully discretionary
21|Existence of step-up or other incentive to redeem NA
22|Non-cumulative or cumulative NA
23|Convertible or non-convertible NA
24|Writedown feature NA
25|If writedown, writedown trigger(s) NA
26|If writedown, full or partial NA
27|If writedown, permanent or temporary NA
28|If temporary write-own, description of writeup mechanism NA
28a|Type of subordination NA

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the

29]insolvency creditor hierarchy of the legal entity concerned). NA
30|Non-compliant transitioned features NA
31(If yes, specify non-compliant features NA
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3- Leverage ratio

3.1- Leverage ratio common disclosure template

| Dec22 | sep-22

On-balance sheet exposures

On-balance sheet exposures (excluding derivatives and securities
financing transactions (SFTs), but including collateral) 3,592,004 1,893,259

[

Gross-up for derivatives collateral provided where deducted from
balance sheet assets pursuant to the operative accounting
framework - -

N

(Deductions of receivable assets for cash variation margin provided
in derivatives transactions) - -

w

(Adjustment for securities received under securities financing
transactions that are recognised as an asset) - -

SN

(Specific and general provisions associated with on-balance sheet

5|exposures that are deducted from Tier 1 capital) - -

6|(Asset amounts deducted in determining Tier 1 capital) 86 -
Total on-balance sheet exposures (excluding derivatives and SFTs)

7|(sum of rows 1 to 6) 3,591,918 1,893,259

Derivative exposures

Replacement cost associated with all derivatives transactions (where
applicable net of eligible cash variation margin and/or with bilateral

8[netting) 2,062 2,869
9]|Add-on amounts for PFE associated with all derivatives transactions 14,829 18,299
10|(Exempted CCP leg of client-cleared trade exposures) - -

11|Adjusted effective notional amount of written credit derivatives - -

(Adjusted effective notional offsets and add-on deductions for
12 [written credit derivatives) - -

13|Total derivative exposures (sum of rows 8 to 12) 23,647 29,635

Securities financing transactions

Gross SFT assets (with no recognition of netting), after adjusting for
14|sale accounting transactions - -

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

16|CCR exposure for SFT assets - -

17[Agent transaction exposures - -

18| Total securities financing transaction exposures (sum of rows 14 to ] - -

Other off-balance sheet exposures

19| Off-balance sheet exposure at gross notional amount 610,923 393,450

20|(Adjustments for conversion to credit equivalent amounts) 348,959 240,337

(Specific and general provisions associated with off-balance sheet
21|exposures deducted in determining Tier 1 capital) - -

22|Off-balance sheet items (sum of rows 19 to 21) 261,964 153,113
Capital and total exposures

23|Tier 1 capital 553,881 580,969

24|Total exposures (sum of rows 7, 13, 18 and 22) 3,877,529 2,076,007

Leverage ratio

Leverage ratio (including the impact of any applicable temporary

25|exemption of central bank reserves) 14.28% 27.98%
Leverage ratio (excluding the impact of any applicable temporary
25a|exemption of central bank reserves) 14.28% 27.98%
26|CBUAE minimum leverage ratio requirement 3.00% 3.00%
27|Applicable leverage buffers - -
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4- Liquidity
4.1- Liquidity risk management

Liquidity risk is the risk that sufficient funds are not available to meet the branch's financial
obligations on a punctual basis as they fall due. The risk arises from the timing differences
between the maturity profiles of the branch's assets and liabilities.

It includes the risk of losses arising from the following:

- forced sale of assets at below normal market prices

- raising of deposits or borrowing funds at excessive rates
- the investment of surplus funds at below market rates

Liquidity management policies are designed to ensure that funds are available at all times to meet
the funding requirements of the branch, even in adverse conditions. In normal conditions, the
objective is to ensure that there are sufficient funds available not only to meet current financial
commitments but also to facilitate business expansion. These objectives are met through the
application of prudent liquidity controls. These controls provide access to funds without undue

exposure to increased costs from the liquidation of assets or the aggressive bidding for deposits.

The branch's liquidity controls ensure that, over the short-term, the future profile of cash flows
from maturing assets is adequately matched to the maturity of liabilities. Liquidity controls also
provide for the maintenance of a stock of liquid and readily realisable assets and a diversified

deposit base in terms of both maturities and range of depositors.

The management of liquidity and funding is primarily conducted in the branch's individual
geographic entities within approved limits. The limits ensure that contractual net cash flows
occurring over the following 30 day period do not exceed the eligible stock of available liquid
resources It is the branch's general policy that each geographic entity should be self-sufficient in

relation to funding its own operations.

12
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4- Liquidity
4.1- Liquidity risk management

The branch's liquidity management policies include the following:
- the monitoring of (i) future contractual cash flows against approved limits, and (ii) the level of
liquid resources available in a stress event;
- the monitoring of balance sheet liquidity ratios;
- the monitoring of the sources of funding in order to ensure that funding is derived from a
diversified range of sources;

- the monitoring of depositor concentrations in order to avoid undue reliance on individual
depositors;
- the maintenance of a satisfactory level of term financing; and
- the maintenance of liquidity and funding contingency plans. These plans identify early indicators
of stress conditions and prescribe the actions to be taken in the event of a systemic or other crisis,
while minimising adverse long-term implications for the branch's business activities.

A key element in the branch's market risk management framework is the estimation of potential
future losses that may arise from adverse market movements. The branch utilises Value-at-Risk
(VaR) to estimate such losses. The VaR is derived from quantitative models that use statistical and
simulation methods that take account of all market rates and prices that may cause a change in a
position’s value. These include interest rates, foreign exchange rates and equity prices, their
respective volatilities and the correlations between these variables. Effective September 2018, the
branch's’s VaR is calculated using a historical based simulation. Previously, the branch's VaR was
calculated on a Monte Carlo simulation basis using historical volatilities and correlations to

generate a profit and loss distribution from several thousand scenarios.

The VaR takes account of potential diversification benefits of different positions both within and
across different portfolios. Consistent with general market practice, VaR is computed for all
financial instruments for which there are readily available daily prices or suitable proxies. VaR is
viewed as an effective risk management tool and a valuable addition to the non-statistically based
limit structure. It permits a consistent and uniform measurement of market risk across all
applicable products and activities. Exposures are monitored against a range of limits both by risk
category and portfolio and are regularly reported to and reviewed by senior management and the
Board of Directors.

13
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4- Liquidity
4.1- Liquidity risk management

An inherent limitation of VaR is that past market movements may not provide an accurate
prediction of future market losses. Historic analyses of market movements have shown that
extreme market movements (i.e. beyond the 99 per cent confidence level) occur more frequently
than VaR models predict. Stress tests are regularly conducted to estimate the potential economic
losses in such abnormal markets. Stress testing combined with VaR provides a more
comprehensive picture of market risk. The branch's regularly performs stress tests that are
constructed around changes in market rates and prices resulting from pre-defined market stress
scenarios, including both historical and hypothetical market events. Historical scenarios include
the 1998 Russian crisis, the events of 9/11 and the 2008 credit crisis. In addition, the branch's
performs stress testing based on internally developed hypothetical market stress scenarios. Stress
testing is performed for all material market risk portfolios.

The branch has established approved limits which restrict the volume of liabilities maturing in the
short-term. An independent risk management function monitors the future cash flow maturity
profile against approved limits on a daily basis. The cash flows are monitored against limits
applying to both daily and cumulative cash flows occurring over a 30 day period. The liquidity
limits ensure that the net cash outflows over a 30 day period do not exceed the eligible stock of
available liquid resources. The cash flow analysis is also monitored on a weekly basis by the Assets
and Liabilities Committee (ALCO).

Customer deposits form a significant part of the branch's funding. The branch places considerable
importance on maintaining the stability of both its customer and interbank deposits. The stability
of deposits depends on maintaining confidence in the branch's financial strength and financial
transparency.

14
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4- Liquidity

4.2- Eligible Liquid Assets Ratio

1 High Quality Liquid Assets Nominal amount |Eligible Liquid Asset
11 Physmal cash in hand at the bank + balances 720,148
with the CBUAE
1.2 |UAE Federal Government Bonds and Sukuks
Sub Total (1.1t0 1.2) 720,148
13 UAE local governments publicly traded debt
securities
14 UAE Public sector publicly traded debt
securities
Sub total (1.3 to 1.4) 0
Foreign Sovereign debt instruments or
1.5 [instruments issued by their respective 0
central banks
1.6 Total 720,148 720,148
2 Total liabilities 3,075,603
3 Eligible Liquid Assets Ratio (ELAR) 23.4%
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4- Liquidity

4.2- Eligible Liquid Assets Ratio

11 !\let Lenc?mg (gross loans - specific and collective provisions + 1484192
interest in suspense)

1.2 |Lending to non-banking financial institutions 406,964

1.3 [Net Financial Guarantees & Stand-by LC (issued - received) 24,390

1.4 [Interbank Placements

. Total capital + general provisions 584,371

2.1.1 |Goodwill and other intangible assets -
2.1.2 [Fixed Assets 1,535
2.1.3 |Funds allocated to branches abroad -
2.1.5 |[Unquoted Investments -
2.1.6 |Investment in subsidiaries, associates and affiliates -
1,535
582,836
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 non-Banking Financial Institutions 59,339
2.3.5 |Customer Deposits 1,680,639
236 Capital market fundl.ng/ term borrowings maturing after 6 702,313
months from reporting date
2,442,291
3,025,127
63.32
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5- Credit risk

Credit risk is the risk that a customer, counterparty or an issuer of securities or other financial instruments fails to
perform under its contractual payment obligations thus causing the branch to suffer a loss in terms of cash flow or
market value. Credit risk is the predominant risk type faced by the branch in its banking, investment and treasury
activities, both on- and off-balance sheet. Where appropriate, the branch seeks to minimise its credit exposure
using a variety of techniques including, but not limited to, the following:

- entering netting agreements with counterparties that permit the offsetting of receivables and payables
- obtaining collateral

- seeking third party guarantees of the counterparty’s obligations

- imposing restrictions and covenants on borrowers

The credit risk management Policy is based on the need to establish a framework to adequately identify, measure
and control credit risk and:

a) Set out the branch’s overarching credit risk principles encompassing the group’s culture, management

b) Ensure a framework is in place that sets the key principles which will govern the credit risk policies at the

c) Align credit risk strategy with the branch’s overall business strategy and risk appetite;

d) Encourage diversification within the portfolio and a balance between yield and risk;

e) Define the parameters for granting credit and facility structures (such as pricing and tenor); and

f) Establish the framework for delegation of credit authority.

Structure and organization of the credit risk management and control function:

RISK SPECTRUM

Individua
ting

Ratings

The branch has clearly defined three lines of defence risk management framework in place which is in accordance
with generally accepted best practice. The three lines are as follows:

First line: Business units - take risks and are responsible and accountable for their ongoing management. This
includes identifying, assessing and reporting exposures taking into account risk appetite and Bank policies and
controls;

Second line: Oversight functions - includes independent risk management processes which shall be designed to
monitor, report and oversee the business lines risk taking activities, assessing risks critically rather than purely
carrying out a surveillance function. The second line shall also include a compliance function which is independent
of business lines and has direct access to the Board Risk Policy Committee; and

Third line: Independent Assurance - consists of an independent internal audit assurance function which shall not
be involved in developing, implementing or operating the risk management framework. Its independence shall be
enhanced by the fact that it reports to the Board Audit Committee.

The risk management function is responsible to provide analysis on risk management reporting covering the key
risks of the branch to BoD and management, as well as address any reporting needs to meet regulatory
requirements.
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5- Credit risk

5.1- Credit quality of assets

Gross carrying values of

Of which ECL accounting
provisions for credit losses

Non- Allowances/ |Allocated in |Allocated in | Net values
Defaulted defaulted Impairments|regulatory |regulatory (a+b-c)
exposures category of |category of
exposures o pe
Specific General
1 |Loans 4,452 1,891,156 19,155 4,452 14,703 1,876,453
2 [Debt securities - - - - - -
Off-balance
3 |sheet exposures - 628,953 817 - 817 628,136
4 |Total 4,452 2,520,109 19,972 4,452 15,520 2,504,589
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5- Credit risk

5.2- Changes in stock of defaulted loans and debt securities

Defaulted loans and debt securities at the end of the previous reporting period 4,452

Loans and debt securities that have defaulted since the last reporting period -

Returned to non-default status -

Other changes -

1
2
3
4|Amounts written off -
5
6

Defaulted loans and debt securities at the end of the reporting period (1+2-3-415) 4,452
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5- Credit risk

5.3- Additional disclosure related to credit quality of assets

Gross credit risk by geography:

AED '000s
Other off
balance sheet
Commitments |exposures (Post
Loans Other Assets Total Funded (Post CCF) CCF) Total Un-funded Total
U.A.E. 1,454,237 1,244,374 2,698,611 106,295 88,085 194,380 2,892,991
Other GCC Countries 331,575 65,728 397,303 - 64,490 64,490 461,793
USA - 459,401 459,401 - 3,094 459,401
Europe 109,796 133 109,929 - - - 109,929
Rest of the world - - - - - - -
Total 1,895,608 1,769,636 3,665,243 106,295 155,669 258,870 3,924,113
Gross credit risk by economic sector:
AED '000s
Other off
balance sheet
Commitments |exposures (Post
Loans Other Assets |[Total Funded (Post CCF) CCF) Total Un-funded |Total
Agriculture and Allied Activities 155,290 2,133 157,423 - - - 157,423
Manufacturing 207,263 2,224 209,487 - 58,515 58,515 268,002
Electricity, Gas and Water 135,700 770 136,470 17,408 1,667 19,075 155,545
Construction 66,798 729 67,527 - 31,873 31,873 99,400
Real Estate 220,350 2,611 222,961 55,088 - 55,088 278,049
Trade 122,667 - 122,667 - 17,963 17,963 140,630
Transport, Storage & Communication 507,990 3,385 511,375 13,960 - 13,960 525,335
Non Banking Financial Institutions 406,964 1,379 408,343 19,839 - 19,839 428,182
Other Services 72,586 680 73,266 - 6,427 6,427 79,693
Financial Institutions - 989,219 989,219 - 56,843 56,843 1,046,062
Government & PSE - 766,506 766,506 - 411 411 766,917
Total 1,895,608 1,769,635 3,665,243 106,295 173,699 279,994 3,945,237
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5- Credit risk

5.3- Additional disclosure related to credit quality of assets

Gross credit risk by maturity:

AED '000s
Other off
balance sheet
Commitments exposures (Post
Loans Other Assets Total Funded (Post CCF) CCF) Total Un-funded |Total
Less than 3 months 489,627 1,676,621 2,166,248 - 61,514 61,514 2,227,762
3 to less than 6 months 149,155 - 149,155 13,400 1,944 15,344 164,499
6 months to less than 1 year 2,938 91,479 94,417 - 57,828 57,828 152,245
1 year to 3 years 260,838 - 260,838 37,246 24,055 61,301 322,139
Above 3 years 988,598 1,535 990,133 55,649 28,358 84,007 1,074,140
Past due 4,452 - 4,452 - - - 4,452
Total 1,895,608 1,769,635 3,665,243 106,295 173,699 279,994 3,945,237
Impaired loans by economic sector:
AED '000s
Impaired Impairement Total impaired exposures ( net of
Exposures allowance impairement allowance)

90 Days and above stage 3

Electricity, Gas and Water 4,452 4,452 -
Total 4,452 4,452 -
Impaired loans by geography:
AED '000s
Impaired Impairement | Total impaired exposures ( net of
Exposures allowance impairement allowance)

90 Days and above stage 3

U.A.E.

4,452

4,452

Total

4,452

4,452
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5- Credit risk

5.4- Standardised approach - credit risk exposure and Credit Risk Mitigation (CRM) effects

Exposures before CCF and CRM

Exposures post-CCF and CRM

RWA and RWA density

On-balance Off-balance On-balance Off-balance RWA RWA density
sheet amount | sheet amount | sheet amount | sheet amount
Asset classes

1|Sovereigns and their central banks 720,148 - 720,148 - - 0%

2|Public Sector Entities 46,252 410.54 43,609 411.00 44,020 100%

3|{Multilateral development banks - - - - -

4|Banks 910,221 208,729 910,221 208,729 226,800 20%

5(Securities firms - - - - - -

6|Corporates 1,891,156 419,813 1,891,156 227,756 1,966,007 93%

7|Regulatory retail portfolios - - - - - -

8|Secured by residential property - - - - - -

9(Secured by commercial real estate - - - - - -
10(Equity Investment in Funds (EIF) - - - - - -
11|Past-due loans 4,452 - - - - -
12|Higher-risk categories - - - - -
13|Other assets 93,014 - 93,014 - 92,743 100%
14|Total 3,665,243 628,953 3,658,148 436,896 2,329,570
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5-

Credit risk

5.5- Standardised approach - exposures by asset classes and risk weights

Risk weight Total credit
0% 20% 35% 50% 75% 100% 150% Others exposures
Asset classes amount
1|Sovereigns and their central banks 720,148 - - - - - - - 720,148
2|Public Sector Entities - - - - - 46,663 - - 46,663
3[Multilateral development banks - - - - - - - R
4[Banks - 912,795 10,024 39,229 - - 962,048
5|Securities firms - - - - - - - - -
6|Corporates 129,514 29,239 - - - 1,960,159 - - 2,118,912
7|Regulatory retail portfolios - - - - - - - - -
8[Secured by residential property - - - - - - - R R
9(Secured by commercial real estate - - - - - - - - -
10|Equity Investment in Funds (EIF) - - - - - - - - -
11|Past-due loans - - - - - - - - R
12[Higher-risk categories - - - - - - . - i
13|Other assets 339 - - - 92,675 - - 93,014
14 |Total 849,662 942,373 - 10,024 - 2,138,726 - - 3,940,785
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6- Market risk
6.1- General qualitative disclosure requirements related to market risk

Market risk is the risk of loss of value of a financial instrument or a portfolio of financial instruments as a result of adverse
changes in market prices and rates, and market conditions such as liquidity. Market risk arises from the branch's asset and liability
management and investment activities. The categories of market risk to which the branch is exposed, or potentially exposed to,
are as follows:

- Interest rate risk results from exposure to changes in the level, slope, curvature and volatility of Interest rates and credit
spreads. The credit spread risk is the risk that the Interest yield for a security will increase, with a reduction in the security price,

relative to benchmark yields as a result of the general market movements for that rating and class of security.
- Foreign exchange risk results from exposure to changes in the price and volatility of currency spot and forward rates.

The branch's seeks to manage exposure to market risk through the diversification of exposures across dissimilar markets and the
establishment of hedges in related securities or off-balance sheet derivative instruments. To manage the branch's exposures, in
addition to the exercise of business judgement and management experience, the branch utilises limit structures including those
relating to positions, portfolios, maturities and maximum allowable losses.
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6- Market risk

6.2- Market risk under the standardised approach (SA)

Dec-22

RWA
1|General Interest rate risk (General and Specific) -
2|Equity risk (General and Specific) -
3|Foreign exchange risk 231
4|Commodity risk -
Options
Simplified approach -
Delta-plus method -
,m |
Securitisation -
Total 231

Njo|n

O | 00
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7- Interest rate risk in the banking book

7.1- IRRBB risk management objectives and policies

The Branch defines IRRBB as the interest rate risk arising from the on and off-balance sheet
positions that are attributable to the banking book.

The key principles of managing IRRBB, including the governance framework is laid out in the
Group's Board approved market risk Policy. Structural interest rate risk arises in the Branch’s core
balance sheet as a result of mismatches in the repricing of interest rate sensitive financial assets
and liabilities. The interest rate mismatch risk of the Branch is managed by Branch’s Treasury
unit within a limit structure that is approved by the Group Head of Liquidity and Market Risk, the
Group Chief Risk Officer and the Group Chief Financial Officer. The limit structure comprises of
interest rate gap limits and Value-at-Risk (VaR) limits. The Branch also calculates the impact on

earnings and equity based on the interest rate stress scenarios prescribed by Basel Committee.

IRRBB of the Branch is measured through the following metrics:

- Value at Risk (VaR) (daily)

- Interest rate repricing gaps (monthly)

- Economic Value of Equity (EVE) and impact of earnings based on the standardized Interest rate
stress scenarios prescribed by the Basel Committee (Quarterly)

The interest rate risk in the banking book is also taken into consideration as part of the Branch’s
annual ICAAP.

The Branch uses the interest rate stress scenarios prescribed by the Basel Committee for
managing Interest rate risk in the Banking book. These include six interest rate shocks to assess
the change in EVE and two interest rate shocks to measure the sensitivity to Net interest
income over a 12 month horizon.

The Branch applies the modelling assumptions provided in the Basel Committee's 2016 IRRBB
guidelines for measuring the change in EVE and NII.

The Branch relies on derivative instruments to hedge the interest rate risk associated with rate
sensitive assets and liabilities in the banking book. Derivative instruments includes Interest Rate
Swaps, and Cross Currency Swaps. Derivative hedges are done on a one-to-one basis that ensures
critical terms of the hedged item and the derivative hedging instrument are matched. The Branch
regularly assesses the effectiveness of these hedges through prospective and retrospective tests.
It ensures that all critical terms of the hedged item and hedging instrument are matched to
ensure effectiveness.

The Branch applies the modelling assumptions provided in the 2016 Basel Committee's guidelines
for IRRBB for measuring the change in EVE and NIl for prescribed interest rate shocks. The Branch
has limited non-maturing deposits and has not observed any material pre-payments for any of its

products. Interest rate exposures of all currencies are aggregated assuming 100% correlation.

1 Average repricing maturity assigned to NMDs - 1 Year
2 Longest repricing maturity assigned to NMDs - 2 Years
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7- Interest rate risk in the banking book

7.2- Quantitative information on IRRBB

In reporting currency (AED) AEVE ANII

Period Dec-22 | Dec-21 Dec-22 Dec-21
Parallel up 5,744 721 24,580 12,462
Parallel down (6,046) (795) (24,580) (12,462)
Steepener (2,345) 310 - -
Flattener 3,586 (140) - -
Short rate up 5,582 163 - -
Short rate down (5,874) (208) - -
Maximum (6,046) (795) - -
Period Dec-22 Dec-21

Tier 1 capital 553,881 560,742
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8- Operational Risk
8.1- Qualitative disclosures on operational risk

Operational risk is the risk of loss arising from inadequate or failed internal processes, people and systems or from external events,
whether intentional, unintentional or natural. It is an inherent risk faced by all businesses and covers a large number of potential
operational risk events including business interruption and systems failures, internal and external fraud, employment practices and
workplace safety, customer and business practices, transaction execution and process management, and damage to physical assets.
Whilst operational risk cannot be eliminated in its entirety, the branch endeavours to minimise the risk by ensuring that a strong
control infrastructure is in place throughout the organisation. The various procedures and processes used to manage operational risk
include effective staff training, appropriate controls to safeguard assets and records, regular reconciliation of accounts and
transactions, close monitoring of risk limits, segregation of duties, and financial management and reporting. In addition, other control
strategies, including business continuity planning and insurance, are in place to complement the control processes, as applicable. The
branch has an independent operational risk function. As part of the Group’s Operational Risk Management Framework (ORMF),
comprehensive risk assessments are conducted, which identify operational risks inherent in the branch’s activities, processes and

systems. The controls in place to mitigate these risks are also reviewed and enhanced if necessary.

Whilst operational risk cannot be eliminated in its entirety, the Branch endeavours to minimise it by ensuring that a strong control
infrastructure is in place throughout the organisation. The various procedures and processes used to manage operational risk include
effective staff training, appropriate controls to safeguard assets and records, regular reconciliation of accounts and transactions, close
monitoring of risk limits, segregation of duties, and financial management and reporting. In addition, other control strategies, including
business continuity planning and insurance, are in place to complement the procedures, as applicable.

The capital requirement for operational risk is calculated for regulatory purposes according to the basic indicator approach, in which
the regulatory capital requirement is calculated based on the bank's total gross income as a risk indicator for the bank's operational risk
exposure and sets the required level of operational risk capital as 15% of the bank's annual positive gross income. The Branch’s total

operational risk at 31st December 2021 amounted to AED 55.1 million.
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9- Remuneration Policy
9.1- Remuneration policy

GOVERNANCE, NOMINATION & REMUNERATION COMMITTEE

The GNRC consists of three non-executive directors. The GNRC has oversight of all reward
policies for the Bank’s employees. The GNRC is the supervisory and governing body for
compensation policy, practices and plans. It is responsible for determining, reviewing and
proposing variable remuneration policy for approval by the Board. It is responsible for
setting the principles and governance framework for all compensation decisions. The GNRC
ensures that all persons must be remunerated fairly and responsibly. The remuneration
policy is reviewed on a periodic basis to reflect changes in market practices, and the
business plan and risk profile of the Bank.

The responsibilities of the Committee, as stated in its mandate, also include, but are not

limited to, the following:

Nomination matters:

1.Assessing the skills and competencies required on the Board, the Committees of the
Board, and Senior Management.

2.Assessing from time to time the extent to which the required skills are represented on the
Board and Senior Management.

3.Establishing processes for reviewing the performance of the individual Directors and the
Board as a whole.

4.Establishing processes for reviewing the performance of the individual Senior Executives
and Senior Management as a whole.

5.Establishing processes for the identification of suitable candidates for Senior Management
and identifying and recommending individuals qualified to become members of Senior
Management.

6.Establishing a succession plan for Senior Management.
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9- Remuneration Policy
9.1- Remuneration policy

GOVERNANCE, NOMINATION & REMUNERATION COMMITTEE

Remuneration matters:
Reviewing and making recommendations to the Board in respect of:

1.The executive remuneration and incentive policy which includes the fixed and variable
remuneration for approved persons, and material risk-takers.

2.Policies relating to recruitment, retention, performance measurement and termination for
the Directors, the CEO and Senior Management.

3.Approve, monitor and review the remuneration system to ensure the system operates as
intended.

4.Approve the remuneration amounts for each approved person and material risk-taker, as
well as total variable remuneration to be distributed, taking account of total remuneration
including salaries, fees, expenses, bonuses and other employee benefits.

5.Review the stress testing and back testing results before approving the total variable
remuneration to be distributed, including salaries, fees, expenses, bonuses and other
employee benefits.

Governance matters:

1.0verseeing the development and maintenance of corporate governance policies.
2.Monitoring the Bank’s compliance with regulatory requirements relating to corporate
governance.

3.Review mandates and performance evaluations of the Board and its Committees and
recommend to the Board any improvements deemed necessary or desirable to the
mandates.

4.Review classification of individual Directors, and declaration of Directors and members of
Senior Management regarding their outside activities and interests to determine whether
any conflict of interest exists and take appropriate steps in that regard.

5.0verseeing Directors' corporate governance educational activities.

6.0versee the Bank'’s public reporting on corporate governance matters.
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GOVERNANCE, NOMINATION & REMUNERATION COMMITTEE

Variable remuneration for staff:

The variable remuneration is performance related and consists primarily of the annual
performance award. As a part of the staff’s variable remuneration, the annual reward
consists of delivery of operational and financial targets set each year, the individual
performance of the employees in achieving those targets, and their contribution to
delivering the Bank’s strategic objectives.

The Bank has adopted a Board-approved framework to develop a transparent link between
variable remuneration and performance. The framework is designed on the basis that the
combination of meeting both financial performance and achievement of other non-financial
factors would, all other things being equal, deliver a target award pool for the employees,
prior to consideration of any allocation to business lines and employees individually. In the
framework adopted to determine the variable remuneration pool, the GNRC aims to balance
the distribution of the Bank’s profits between Shareholders and employees.

The key performance metrics at the Bank level include a combination of short-term and long-
term measures, and include profitability, solvency, liquidity and growth indicators. The

performance management process ensures that all goals are appropriately cascaded down
to respective business units and employees.

In determining the amount of variable remuneration, the Bank starts from setting specific
targets, establishing market comparable bottom-up, setting a revenue target and other
gualitative performance measures that would result in a target top-down award pool. The

award pool is then adjusted to take account of risk via the use of risk-adjusted measures.

The GNRC carefully evaluates practices by which remuneration is paid for potential future
revenues whose timing and likelihood remain uncertain. The GNRC demonstrates that its
decisions are consistent with an assessment of the Bank's financial condition and future
prospects.

The Bank uses a formalised and transparent process to adjust the award pool for quality of
earnings. It is the Bank’s objective to pay out variable remuneration out of realised and
sustainable revenue. If the quality of earnings is not strong, the profit base could be
adjusted based on the discretion of the GNRC.

31



31" December 2022 GULF INTERNATIONAL BANK B.S.C

9- Remuneration Policy
9.1- Remuneration policy

GOVERNANCE, NOMINATION & REMUNERATION COMMITTEE

Variable remuneration for staff:

For the Bank to have any funding for distribution of a variable remuneration pool,
thresholds of financial targets have to be achieved. The performance measures ensure that
the total variable remuneration is contracted where subdued or negative financial
performance of the Bank occurs. Furthermore, the target award pool, as determined above,
is subject to risk adjustments in line with the risk adjustment and linkage framework

The Bank has engaged Aon Mclagan as the independent remuneration consultant for
market benchmarking and to provide professional opinion to the GNRC as an when required.

GNRC reviews the principles of the policy on an annual basis and no changes were
incorporated in 2021.

Remuneration of control functions

The remuneration level of staff in the control and support functions allows the Bank to
employ qualified and experienced personnel in these functions. The Bank ensures that the
mix of fixed and variable remuneration for control and support function personnel is
weighted in favour of fixed remuneration. The variable remuneration of control functions is
based on function-specific objectives and is not to be determined by the individual financial
performance of the business area they monitor.

The Bank’s performance management system plays a major role in deciding the
performance of the support and control units on the basis of the objectives set for them.
Such objectives are more focused on non-financial targets that include risk, control,
compliance and ethical considerations, as well as the market and regulatory environments,
apart from value-adding tasks which are specific to each unit.

Variable remuneration for business units

The variable remuneration for the business units is primarily decided by the key
performance objectives set through the performance management system of the Bank. Such

objectives contain financial and non-financial targets, including risk control, compliance and

ethical considerations, as well as the market and regulatory environments.
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GOVERNANCE, NOMINATION & REMUNERATION COMMITTEE

Risk assessment framework

The risk assessment framework of GIB aligns variable remuneration to the risk profile of the
Bank, and also ensures that the remuneration policy reduces employees' incentives to take
excessive and undue risk. The Bank considers both quantitative measures and qualitative
measures in the risk assessment process, and risk adjustments are applied to ensure that the
Bank’s remuneration policies are aligned to its risk appetite.

The GNRC considers whether the variable remuneration policy is in line with the Bank’s risk
profile and ensures that through the ex-ante and ex-post risk assessment framework and

processes, remuneration practices where potential future revenues, whose timing and
likelihood remain uncertain, are carefully evaluated.

Risk adjustments consider all types of risks, including intangible and other risks such as
reputation risk, liquidity risk and the cost of capital. The Bank undertakes risk assessment to
review financial and operational performance against the business strategy and risk
performance, prior to distribution of the variable remuneration. GIB ensures that total
variable remuneration does not limit its ability to strengthen its capital base

The variable remuneration pool considers the performance of the Bank, which is considered

within the context of its risk management framework. This ensures that the variable pay
pool is shaped by risk considerations and Bank-wide notable events.

The size of the variable remuneration pool and its allocation within the Bank considers the
full range of current and potential risks, including:

*The capital required to support the risks taken

eThe level of liquidity risk assumed in the conduct of business

¢ Consistency with the timing and likelihood of potential future revenues incorporated int
current earnings

The GNRC keeps itself abreast of the Bank’s performance against the risk management
framework and the nature and type of these measures have not changed over the past year.
The GNRC will use this information when considering remuneration to ensure that return,
risk and remuneration are aligned.
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Risk adjustments

The Bank has an ex-post risk assessment framework, which is a qualitative assessment to
back-test actual performance against risk assumptions. In years where the Bank suffers
material losses in its financial performance, the risk adjustment framework would work as

follows:

*There would be considerable contraction of the Bank's total variable remuneration.

eAt the individual level, poor performance by the Bank would mean individual KPIs are not
met, and hence employee performance ratings would be lower.

eReduction in value of deferred awards.

ePossible changes in vesting periods, and additional deferral applied to unvested awards.
eLastly, if the qualitative and quantitative impact of a loss incident is considered significant, a
malus or clawback of previous awards may be considered.

The GNRC, with Board approval, can rationalise and make the following discretionary
decisions:

eIncrease/ reduce the ex-post adjustment
eConsider additional deferrals or increase in the quantum of deferred awards
eRecovery through malus and clawback arrangements

Malus and clawback framework

The Bank’s malus and clawback provisions allow the GNRC to determine that, if appropriate,
unvested elements under the deferred plan can be forfeited/adjusted, or the delivered
variable remuneration could be recovered in certain situations. The intention is to allow the
Bank to respond appropriately if the performance factors, on which reward decisions were
based, turn out not to reflect the corresponding performance in the longer-term. All deferred
remuneration awards contain provisions that enable the Bank to reduce or cancel the awards
of employees whose individual behaviour has had a materially detrimental impact on GIB
during the concerned performance year. Any decision to take back an individual’s award can
only be taken by the GNRC.
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The Bank’s malus and clawback provisions allow the Board to determine that, if appropriate,
vested/unvested elements under the deferred remuneration plan can be adjusted/cancelled
in certain situations. These events include, but are not limited to, the following:

eReasonable evidence of misbehaviour or material error by the employee causing harm to
the Bank’s reputation, or where the employee’s actions have amounted to misconduct,
incompetence or negligence.

*The employee’s business unit suffers a material downturn in its financial performance, or a
material risk management failure, or a material restatement of the financial statements of
the Bank.

*The employee deliberately misleads the market and/or Shareholders in relation to the
financial performance of the Bank.

*A significant deterioration in the financial health of the Bank, or the relevant line of
business incurring losses.

Clawback can be used if the malus adjustment on the unvested portion is insufficient, given
the nature and magnitude of the issue.

Components of variable remuneration

Variable remuneration has following main components:

Upfront cash The portion of the variable remuneration that is
awarded and paid out in cash on conclusion of the

performance evaluation process for each year.

Deferred cash The portion of variable remuneration that is
awarded and paid in cash on a pro-rata basis over a
period of 3 years.
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All deferred awards are subject to malus provisions.

Deferred remuneration

Allocation of variable
remuneration
Element of va_riable CEO, MDs and the 5 Grade Defe_rral Malus | Clawback
remuneration most highly‘—pﬂid 12 pe riod
business line and
employees higher

Upfront cash 50% 70% Mone - Yes
Deferred cash 50% 30% 3 years® Yes Yes

The deferral vests on a pro-rata basis over a 3-year period.

The GNRC, based on its assessment of role profiles and risk taken by an employee, could

increase the coverage of employees that would subject to deferral arrangements.
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9.2- Remuneration awarded during the financial year

AED '000s
Remuneration Amount Senior Management |Other Material Risk-takers
1 Number of employees 5 7
2 Total fixed remuneration (3 +5 + 7) 4,657 3,658
3 Of which: cash-based 4,188 3,250
4 Fixed Remuneration Of which: deferred
5 Of which: shares or other share-linked instruments
6 Of which: deferred
7 Of which: other forms 468 408
8 Of which: deferred
9 Number of employees 4 4
10 Total variable remuneration (11 + 13 + 15) 1,014 672
11 Of which: cash-based 1,014 672
12 . . Of which: deferred 272 125
Variable Remuneration - - -
13 Of which: shares or other share-linked instruments
14 Of which: deferred
15 Of which: other forms
16 Of which: deferred
17|Total Remuneration (2+10) 5,670 4,330
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10- Glossary

ALCO Assets and Liabilities Committee

CBB Central Bank of Bahrain

CBUAE Central Bank of the United Arab Emirates
CEO Chief Executive Officer

CFO Chief Financial Officer

cco Chief Credit Officer

CRO Chief Risk Officer

GIB and GROUP Gulf International Bank B.S.C. Group

Head Office Gulf International Bank B.S.C. Group

ICAAP Internal Capital Adequacy Assessment Process
IFRS International Financial Reporting Standards
LGD Loss Given Default

ORMF Operational Risk Management Framework
PD Probability of Default

PSE Public Sector Entity

RWA Risk-weighted Assets

VAR Value-at-Risk

BoD Board of Directors
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