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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

The Board of Directors
Ajman Bank PJSC
Ajman

United Arab Emirates

Introduction

We have reviewed the accompanying condensed consolidated statement of financial position of
Ajman Bank PJSC (the “Bank”) and its subsidiaries (collectively referred as the “Group”), as at
30 June 2018, and the related condensed consolidated income statement, statement of profit or loss and
other comprehensive income, statement of changes in equity and statement of cash flows for the six
month period then ended. Management is responsible for the preparation and fair presentation of this
interim financial information in accordance with International Accounting Standard 34: Interim Financial
Reporting (“IAS 34”). Our responsibility is to express a conclusion on this interim financial information
based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements
2410: “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on Auditing
and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information is not prepared, in all material respects in accordance with IAS 34.

Deloitte & Touche (M.E.)

Musa Ramahi
Registration No. 872
Dubai

United Arab Emirates
8 July 2018

Anis Sadek (521), Cynthia Corby (995), Georges Najem (809), Mohammad Khamees Al Tah (717), Musa Ramahi (872),
Mutasem Dajani (726), Obada Alkowatly (1056), Rama Padmanabha Acharya (701) and Samir Madbak (386) are registered
practising auditors with the UAE Ministry of Economy.



Ajman Bank PJSC

Condensed consolidated statement of financial position

As at 30 June 2018

ASSETS

Cash and balances with the Central Bank

Due from banks and other financial institutions
Islamic financing and investing assets, net
Investment securities at fair value

Investment properties

Property and equipment

Other assets

Total assets

LIABILITIES AND EQUITY

Liabilities

Islamic customers’ deposits

Due to banks and other financial institutions
Other liabilities

Total liabilities

Equity

Share capital

Statutory reserve

Investment fair value reserve
Retained eamings

Total equity

Total liabilities and equity

H&2=Sheikh Ammar BiP/ﬂ umaid Al Nuaimi

Chairman
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30 June 31 December
2018 2017
(unaudited) (audited)
AED’000 AED’000
" 1,310,954 1,378,410
606,035 601,504
15,763,925 15,158,872
1,957,558 1,912,254
599,061 580,448
148,324 136,244
304,182 259,922
20,690,039 20,027,654
14,652,792 14,323,879
3,892,942 3,362,702
222,925 230,615
18,768,659 17,917,196
1,680,323 1,680,323
227,725 227,125
(81,493) (65,206)
94,825 267,616
1,921,380 2,110,458
20,690,039 20,027,654
ohamed Abdulrahman Amiri

ief Executive Officer

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



Ajman Bank PJSC

Condensed consolidated income statement (unaudited)
for the six month period ended 30 June 2018

Notes

Operating income
Income from Islamic financing and
investing assets 16
Income from investment securities
Fees, commissions and other income

Total operating income before
depositors’ share of profit
Depositors’ share of profit
Net operating income
Expenses
Staff costs
General and administrative expenses
Impairment charge for financial assets 7.1

Depreciation of property and equipment

Total expenses

Profit for the period

Earnings per share (AED) 15

Three month period

Six month period

ended 30 June ended 30 June
2018 2017 2018 2017
AED’000 AED’000 AED’000 AED’000
204,563 169,655 398,341 320,361
11,278 22,900 35,108 41,588
30,830 20,933 59,891 62,017
246,671 213,488 493,340 423,966
(118,680) (84,472) (223,341) (162,316)
127,991 129,016 269,999 261,650
“47,017) (42,169) (99,548) (88,514)
(14,728) (14,455) (29,750) (26,320)
17,197) (38,193) (53,518) (82,484)
4,064) (4,933) (8,182) (9,062)
(83,006) (99,750) (190,998) (206,380)
44,985 29,266 79,001 55,270
0.027 0.017 0.046 0.031

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



Ajman Bank PJSC 4
Condensed consolidated statement of profit or loss
and other comprehensive income (unaudited)
for the six month period ended 30 June 2018
Three month period Six month period
ended 30 June ended 30 June
2018 2017 2018 2017
AED’000 AED’000 AED’000  AED’000
Profit for the period 44,985 29,266 79,001 55,270
Other comprehensive loss:
Items that may be reclassified subsequently to
profit or loss
Fair value (loss)/gain on investments securities
at FVTOCI (23,315) (2,450) (60,961) 4,291
Reclassification adjustments relating to
investments securities at FVTOCI 220 (2,886) 1,714 (6,644)
Other comprehensive loss (23,095) (5,336) (59,247) (2,353)
Total comprehensive income for the period 21,890 23,930 19,754 52,917

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



Ajman Bank PJSC

Condensed consolidated statement of changes in equity
for the six month period ended 30 June 2018

As at 1 January 2017 (audited)

Profit for the period
Other comprehensive loss

Total comprehensive income

for the period
Stock dividends (Note 15)
Directors’ remuneration (Note 15)

As at 30 June 2017 (unaudited)

At 1 January 2018 (audited)
Impact of adopting IFRS 9 at
1 January 2018

Restated balance at 1 January 2018

Profit for the period
Other comprehensive loss

Total comprehensive income

for the period

Dividends (Note 15)

Directors’ remuneration (Note 15)

At 30 June 2018 (unaudited)

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

Investment
Share Statutory  fair value  Retained

capital reserve reserve earnings Total
AED’000 AED’000 AED’000 AED’000 AED’000
1,623,500 214,464 (34,119) 207,586 2,011,431
- - - 55,270 55,270

- - (2,353) - (2,353)
- - (2,353) 55,270 52,917
56,823 - - (56,823) -

- - - (2,500) (2,500)
1,680,323 214,464 (36,472) 203,533 2,061,848
1,680,323 227,725 (65,2006) 267,616 2,110,458

- - 42,960 (190,481)  (147,521)
1,680,323 227,725 (22,246) 77,135 1,962,937
- - - 79,001 79,001

. - (59,247) - (59,247)
- - (59,247) 79,001 19,754

- - - (58,811) (58,811)

- - - (2,500) (2,500)
1,680,323 227,725 (81,493) 94,825 1,921,380




Ajman Bank PJSC

Condensed consolidated statement of cash flows (unaudited)
for the six month period ended 30 June 2018

Cash flows from operating activities
Profit for the period
Adjustments for:
Depreciation of property and equipment
Impairment charge on Islamic financing, investing assets
and other receivables
Income from investment securities
Impairment of property and equipment
Fair value adjustment of investment properties
Realized loss/(gain) on disposal of investment securities
Gain on disposal of property and equipment

Operating cash flows before changes in operating
assets and liabilities

Changes in operating assets and liabilities

Increase in Islamic financing and investing assets

(Increase)/decrease in due from banks and other financial institutions

Increase in statutory deposit with the Central Bank

(Increase)/decrease in other assets

Increase in Islamic customers’ deposits

Increase in due to banks and other financial institutions

Decrease in other liabilities

Payment of Directors’ remuneration

Net cash generated from operating activities
Cash flows from investing activities

Purchasc of investment securities

Proceeds from sale of investment securities
Purchase of property and equipment

Proceeds from disposal of property and equipment
Profit income on investment securities

Additions to investment properties

Net cash used in investing activities

Cash flows from financing activities
Dividends paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Net cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period (Note 8)

Six month period ended

30 June
2018 2017
AED’000 AED’000
79,001 55,270
8,182 9,062
53,518 82,484
(36,920) (34,944)
545 -
- (5,635)
1,812 (6,644)
25) -
106,113 99,593
(780,958) (1,905,009)
(27,188) 91,755
(41,979) (117,375)
(44,600) 69,094
328,913 2,040,516
530,240 348,775
(7,690) (94,159)
(2,500) (2,500)
60,351 530,690
(261,306) (2,744,661)
123,039 2,280,129
(20,858) (7,576)
76 -
44,030 34,944
(18,613) (12,642)
(133,632) (449,806)
(58,811) -
(58,811) .
(132,092) 80,884
971,758 948,329
839,666 1,029,213

The accompanying notes form an integral part of these condensed consolidated financial statements.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018

1.  Legal status and activities

Ajman Bank PJSC and its subsidiaries (the “Bank” or the “Group”) was incorporated as a Public Joint
Stock Company. The Bank and its subsidiaries are collectively referred to as the “Group”. The registered
address of the Bank is P.O. Box 7770, Ajman, United Arab Emirates (“UAE”). The Bank was legally
incorporated on 17 April 2008 and was registered with the Securities and Commodities Authority (“SCA”)
on 12 June 2008 and obtained a license from the Central Bank of the UAE to operate as a Head Office on
14 June 2008. On 1 December 2008, the Bank obtained a branch banking license from UAE Central Bank
and commenced its operations on 22 December 2008.

In addition to its main office in Ajman, the Bank operates through eight branches and one pay office in the
UAE. The condensed consolidated financial statements combine the activities of the Bank’s head office
and its branches.

The principal activities of the Bank are to undertake banking, financing and investing activities through
various Islamic financing and investment products such as Murabaha, Mudarba, Musharika, Wakala,
Sukuk and Jjarah. The activities of the Bank are conducted in accordance with the Islamic Sharia’a
principles and within the provisions of its Memorandum and Articles of Association.

2.  Application of new and revised International Financial Reporting Standards (“IFRS”)

2.1 New and revised IFRS applied with material effect on the condensed consolidated financial
statements

The Group has adopted IFRS 9 as issued by the IASB in July 2014 with a date of transition of 1 January
2018, which resulted in changes in accounting policies and adjustments to amounts previously recognized
in the condensed consolidated financial statements. The Group did not early adopt any of IFRS 9 in
previous periods.

As permitted by transitional provisions of IFRS 9, the Group elected not to restate the comparative figures.
Any adjustments to carrying amount of financial assets and liabilities at the date of transitions were
recognized in opening retained earnings and other reserves of the current period. The Group has also
elected to continue to apply the hedge accounting requirements of IAS 39 Financial Instruments:
Recognition and Measurement (IAS 39) on adoption of IFRS 9.

The adoption of IFRS 9 has resulted in changes in the accounting policies for recognition, classification
and measurement of financial assets and liabilities and impairment of financial assets. IFRS 9 also
significantly amends other standards dealing with financial instruments such as IFRS 7 ‘Financial

Instruments: Disclosures’.

Set out below are the disclosures relating to the impact of IFRS 9 on the Group. Further details of the
specific IFRS 9 policies applied in the current period are described in more details in Note 3.3.

The following table reconciles the original measurement categories and carrying amounts in accordance
with IAS 39 and the new measurement categories with those under IFRS 9 for the Group’s financial assets
as at 1 January 2018:



Ajman Bank PJSC

Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRS”)

(continued)

2.1 New and revised IFRS applied with material effect on the condensed consolidated financial

statements (continued)

Original classification New classification

under IAS 39

Financial assets

Cash and balances with the Central Loans and receivables
Bank

Due from banks and other financial Loans and receivables
institutions

Islamic financing and investing Loans and receivables
assets, net

Investment securities at fair value  Available-for-sale
Investment securities at fair value  Available-for-sale
Foreign currency forward contracts FVTPL

Other financial assets Loans and receivables

under IFRS 9

Amortised cost

Amortised cost

Amortised cost

FVTOCI
FVTPL
FVTPL
Amortised cost

Impact of IFRS 9

Original Re-measure- Re-classifica- New carrying

There were no changes to the classification and measurement of financial liabilities.

Closing balance under IAS 39 (31 December 2017)

Impact on reclassification and remeasurements:

Investment securities (equity) from available-for-sale to those

measured at FV'I'PL

Impact on recognition of Expected Credit Losses

Islamic financing and investing assets
Investment securities at FVTOCI

Opening balance under IFRS 9 on date of initial application

of 1 January 2018

carrying amount ment tion amount
AED’000 AED’000 AED’000  AED*000
1,378,410 - - 1,378,410
601,504 - - 601,504
15,158,872 (122,629) - 15,036,243
1,720,994 (24,892) - 1,696,102
191,260 - - 191,260
2,218 - - 2,218
144,474 - - 144,474
19,197,732 (147,521) - 19,050,211
Investment
Retained fair value
earnings reserve
AED’000 AED’000
267,616 (65,206)
(16,920) 16,920
(16,920) 16,920
(122,629) -
(50,932) 26,040
(173,561) 26,040
77,135 (22,246)




Ajman Bank PJSC 9

Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

2.1

Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

New and revised IFRS applied with material effect on the condensed consolidated financial
statements (continued)

The following table reconciles the closing impairment allowance for financial assets in accordance with
IAS 39 as at 31 December 2017 to the opening Expected Credit Losses (ECLs) allowance determined in
accordance with IFRS 9 as at 1 January 2018.

31 December Re- 1 January
2017 measurement 2018
AED’000 AED’000 AED’000

Islamic financing and investing assets 547,616 122,629 670,245
Investment securities at fair value through OCI - 50,932 50,932
Other financial assets 2,985 - 2,985

550,601 173,561 724,162

2.2

New and revised IFRS applied with no material effect on the condensed consolidated financial
Statements

The following new and revised IFRS, which became effective for annual periods beginning on or after
1 January 2018, have been adopted in these condensed consolidated financial statements. The application
of these revised IFRS has not had any material impact on the amounts reported for the current and prior
years but may affect the accounting for future transactions or arrangements.

Annual Improvements to [FRS Standards 2014 - 2016 Cycle amending IFRS 1 First-time Adoption of
International Financial Reporting Standards and IAS 28 Investments in Associates and Joint Ventures

(2011).
IFRIC 22 Foreign Currency Transactions and Advance Consideration

The interpretation addresses foreign currency transactions or parts of transactions where:

- there is consideration that is denominated or priced in a foreign currency;

- the entity recognises a prepayment asset or a deferred income liability in respect of that
consideration, in advance of the recognition of the related asset, expense or income; and

- the prepayment asset or deferred income liability is non-monetary.

Amendments to IFRS 2 Share-based Payment regarding classification and measurement of share
based payment transactions.

Amendments to IFRS 4 Insurance Contracts: Relating to the different effective dates of IFRS 9
Financial Instruments and the forthcoming new insurance contracts standard.

Amendments to [AS 40 Investment Property: Amends paragraph 57 to state that an entity shall transfer
a property to, or from, investment property when, and only when, there is evidence of a change in use.
A change of use occurs if property meets, or ceases to meet, the definition of investment property. A
change in management’s intentions for the use of a property by itself does not constitute evidence of
a change in use. The paragraph has been amended to state that the list of examples therein is non-
exhaustive.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

2.2

Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

New and revised IFRS applied with no material effect on the condensed consolidated financial
statements (continued)

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which established a single comprehensive model for entities to
use in accounting for revenue arising from contracts with customers. IFRS 15 will supersede the
current revenue recognition guidance including IAS 18 Revenue, IAS 11 Construction Contracts
and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services. Specifically, the standard
introduces a 5-step approach to revenue recognition:

« Step 1: Identify the contract(s) with a customer.

« Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.

Under IFRS 15, an entity recognises when (or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular performance obligation is transferred to
the customer. Far more prescriptive guidance has been added in IFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by IFRS 15.

Amendments to IFRS 15 Revenue from Contracts with Customers to clarify six aspects of the
standard (identifying performance obligations, principal versus agent considerations, and licensing)
and to provide some transition relief for modified contracts and completed contracts.

2.3 New and revised IFRS in issue but not yet effective

Effective for
annual periods

New and revised IFRS beginning on or after

Annual Improvements to IFRS Standards 2015 - 2017 Cycle amending IFRS 3 1 January 2019
Business Combinations, IFRS 11 Joint Arrangements, IAS 12 Income Taxes and
1AS 23 Borrowing Costs.

IFRIC 23 Uncertainty over Income Tax Treatments 1 January 2019

The interpretation addresses the determination of taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax rates, when there is
uncertainty over income tax treatments under IAS 12. It specifically considers:

Whether tax treatments should be considered collectively;

Assumptions for taxation authorities' examinations;

The determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates; and

The effect of changes in facts and circumstances.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

2.3 New and revised IFRS in issue but not yet effective (continued)

Effective for

annual periods
New and revised IFRS beginning on or after
IFRS 16 Leases 1 January 2019

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and
disclose leases. The standard provides a single lessee accounting model,
requiring lessees to recognise assets and liabilities for all leases unless the lease
term is 12 months or less or the underlying asset has a low value. Lessors
continue to classify leases as operating or finance, with IFRS 16’s approach to
lessor accounting substantially unchanged from its predecessor, IAS 17.

Amendments to [IFRS 9 Financial Instruments: Relating to prepayment features 1 January 2019
with negative compensation. This amends the existing requirements in IFRS 9

regarding termination rights in order to allow measurement at amortised cost (or,

depending on the business model, at fair value through other comprehensive

income) even in the case of negative compensation payments.

Amendments to IAS 28 Investment in Associates and Joint Ventures: Relating 1 January 2019
to long-term interests in associates and joint ventures. These amendments clarify

that an entity applies IFRS 9 Financial Instruments to long-term interests in an

associate or joint venture that form part of the net investment in the associate or

joint venture but to which the equity method is not applied.

IFRS 17 Insurance Contracts 1 January 2021

IFRS 17 requires insurance liabilities to be measured at a current fulfillment
value and provides a more uniform measurement and presentation approach for
all insurance contracts. These requirements are designed to achieve the goal of
a consistent, principle-based accounting for insurance contracts. IFRS 17
supersedes IFRS 4 Insurance Contracts as of 1 January 2021.

Amendments to IFRS 10 Consolidated Financial Statements and IAS 28  Effective date deferred
Investments in Associates and Joint Ventures (2011) relating to the treatment of  indefinitely. Adoption
the sale or contribution of assets from and investor to its associate or joint is still permitted.
venture.

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s condensed consolidated financial statements for the period of initial application and adoption of
these new standards, interpretations and amendments may have no material impact on the condensed
consolidated financial statements of the Group in the period of initial application.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

3. Summary of significant accounting policies

As required by the Securities and Commodities Authority of the U.A.E. (“SCA”) Notification No.
2624/2008 dated 12 October 2008, certain required accounting policies have been disclosed in the
condensed consolidated financial statements.

3.1  Basis of preparation

The condensed consolidated financial statements of the Group are prepared under the historical cost basis
except for certain financial instruments and investment properties which are measured at fair value. Historical
cost is generally based on the fair value of the consideration given in exchange for assets.

These condensed consolidated financial statements are prepared in accordance with International
Accounting Standard 34: Interim Financial Reporting (“IAS 34”), issued by the International Accounting
Standard Board (IASB) and also comply with the applicable requirements of the laws in the U.AE.

The accounting policies used in the preparation of these condensed consolidated financial statements are
consistent with those used in the audited annual consolidated financial statements for the year ended
31 December 2017, except for changes in accounting policies explained in Note 2 and Note 3.3.

These condensed consolidated financial statements do not include all the information and disclosure
required in full consolidated financial statements and should be read in conjunction with the Group’s
consolidated financial statements for the year ended 31 December 2017. In addition, results for the period
from 1 January 2018 to 30 June 2018 are not necessarily indicative of the results that may be expected for
the financial year ending 31 December 2018.

3.2 Basis of consolidation

These condensed consolidated financial statements incorporate the financial statements of the Bank and
entities controlled by the Bank. Control is achieved where the Bank has the power over the investee,
exposure, or rights, to variable returns from its involvement with the investee and the ability to use its power
over the investee to affect the amount of the investor’s returns.

The condensed consolidated financial statements comprise the financial statements of the Bank and of the
subsidiaries as disclosed in Note 1 to these condensed consolidated financial statements. The financial
statements of the subsidiaries are prepared for the same reporting period as that of the Bank, using consistent
accounting policies.

All significant inter-group balances, income and expense items are eliminated on consolidation.

3.3 Significant accounting policies introduced on adoption of IFRS 9

Business model assessment

The Group makes an assessment of the objective of a business model in which an asset is held at a portfolio
level because this best reflects the way the business is managed and information is provided to management.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

3. Summary of significant accounting policies (continued)
3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
Business model assessment (continued)

The information considered includes:

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

° how the performance of the portfolio is evaluated and reported to the Group's management;

° the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;

° how managers of the business are compensated - e.g. whether compensation is based on the fair value
of the assets managed or the contractual cash flows collected; and

o The frequency, volume and timing of sales in prior periods, the reasons for such sales and

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

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

Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial
asset is under a contract whose terms require delivery of the financial asset within the timeframe established
by the market concerned, and are initially measured at fair value, plus transaction costs, except for those
financial assets classified as at FVTPL. Transaction costs directly attributable to the acquisition of financial
assets classified as at FVTPL are recognised immediately in profit or loss.

All recognised financial assets that are within the scope of IFRS 9 are required to be subsequently measured
at amortised cost or fair value on the basis of the entity’s business model for managing the financial assets
and the contractual cash flow characteristics of the financial assets. Specifically:

(i) Financing instruments that are held within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows that are solely payments of principal and
profit on the principal amount outstanding (SPPI), are subsequently measured at amortised cost;

(i) Financing instruments that are held within a business model whose objective is both to collect the
contractual cash flows and to sell the instruments, and that have contractual cash flows that are SPPI,
are subsequently measured at fair value through other comprehensive income (FVTOCI);

(iii) all other financing instruments (e.g. instruments managed on a fair value basis, or held for sale) and
equity investments are subsequently measured at FVIPL. However, the Group may make the
following irrevocable election/designation at initial recognition of a financial asset on an asset-by-
asset basis:



Ajman Bank PJSC 14

Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

3.  Summary of significant accounting policies (continued)

3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)

Financial assets (continued)

» the Group may irrevocably elect to present subsequent changes in fair value of an equity
investment that is neither held for trading nor contingent consideration recognised by an acquirer
in a business combination to which IFRS 3 applies, in other comprehensive income (OCI); and

» the Group may irrevocably designate a financing instrument that meets the amortised cost or
FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch (referred to as the fair value option).

(a) Financing instruments at amortised cost or at FVTOCI

The Group assesses the classification and measurement of a financial asset based on the contractual cash
flow characteristics of the asset and the Group’s business model for managing the asset.

For an asset to be classified and measured at amortised cost or at FVTOCI, its contractual terms should
give rise to cash flows that are solely payments of principal and profit on the principal outstanding (SPPI).

For the purpose of SPPI test, principal is the fair value of the financial asset at initial recognition. That
principal amount may change over the life of the financial asset (e.g. if there are payments of principal).
Profit consists of consideration for the time value of money, for the credit risk associated with the principal
amount outstanding during a particular period of time and for other basic financing risks and costs, as well
as a margin. The SPPI assessment is made in the currency in which the financial asset is denominated.

Contractual cash flows that are SPPI are consistent with a basic financing arrangement. Contractual terms
that introduce exposure to risks or volatility in the contractual cash flows that are unrelated to a basic
financing arrangement, such as exposure to changes in equity prices or commodity prices, do not give rise
to contractual cash flows that are SPPI. An assessment of business models for managing financial assets is
fundamental to the classification of a financial asset. The Group determines the business models at a level
that reflects how groups of financial assels are managed together to achieve a particular business objcetive.

The Group’s business model does not depend on management’s intentions for an individual instrument,
therefore the business model assessment is performed at a higher level of aggregation rather than on an
instrument-by-instrument basis.

The Group has more than one business model for managing its financial instruments which reflect how the
Group manages its financial assets in order to generate cash flows. The Group’s business models determine
whether cash flows will result from collecting contractual cash flows, selling financial assets or both.

At initial recognition of a financial asset, the Group determines whether newly recognised financial assets
are part of an existing business model or whether they reflect the commencement of a new business model.
The Group reassess its business models each reporting period to determine whether the business models
have changed since the preceding period. For the current and prior reporting period the Group has not
identified a change in its business models.

When a financing instrument measured at FVTOCI is derecognised, the cumulative gain/loss previously
recognised in OCI is reclassified from equity to profit or loss. In contrast, for an equity investment
designated as measured at FVTOCI, the cumulative gain/loss previously recognised in OCI is not
subsequently reclassified to profit or loss but transferred within equity.

Financing instruments that are subsequently measured at amortised cost or at FVTOCI are subject to
impairment.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

3.  Summary of significant accounting policies (continued)

3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
(b) Financial assets at FVTPL

Financial assets at FVTPL are:

(i) assets with contractual cash flows that are not SPPI; or/and

(i) assets that are held in a business model other than held to collect contractual cash flows or held to
collect and sell; or

(iii) assets designated at FVTPL using the fair value option.

These assets are measured at fair value, with any gains/losses arising on remeasurement recognised in profit
or loss.

Fair value option

A financial instrument with a reliably measurable fair value can be designated as FVTPL (the fair value
option) on its initial recognition even if the financial instrument was not acquired or incurred principally
for the purpose of selling or repurchasing. The fair value option can be used for financial assets if it
eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise
from measuring assets or liabilities, or recognizing related gains and losses on a different basis (an
“accounting mismatch™). The fair value option can be elected for financial liabilities if: (i) the election
eliminates an accounting mismatch; (ii) the financial liability is part of a portfolio that is managed on a fair
value basis, in accordance with a documented risk management or investment strategy; or (iii) there is an
embedded derivative in the financial or non-financial host contract and the derivative is not closely related
to the host contract. These instruments cannot be reclassified out of the FVTPL category while they are
held or issued. Financial assets designated as FVTPL are recorded at fair value and any unrealized gains
or losses arising due to changes in fair value are included in investment income.

(a) Reclassifications

If the business model under which the Group holds financial assets changes, the financial assets affected
are reclassified. The classification and measurement requirements related to the new category apply
prospectively from the first day of the first reporting period following the change in business model that
results in reclassifying the Group’s financial assets. During the current period and previous accounting
period, there was no change in the business model under which the Group holds financial assets and
therefore no reclassifications were made. Changes in contractual cash flows are considered under the
accounting policy on modification and derecognition of financial assets described below.

(b) Impairment

The Group recognises loss allowances for ECLs on the following financial instruments that are not
measured at FVTPL:

Due from banks and other financial institutions
Investment securities at FVTOCI

Islamic financing and investing assets

Off balance sheet exposures subject to credit risk

No impairment loss is recognised on equity investments.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

3.  Summary of significant accounting policies (continued)
3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
(d) Impairment (continued)

With the exception of purchased or originated credit impaired (POCI) financial assets (which are
considered separately below), ECLs are required to be measured through a loss allowance at an amount
equal to:

= 12-month ECL, i.e. lifetime ECL that result from those default events on the financial instrument that
are possible within 12 months after the reporting date, (referred to as Stage 1); or

= full lifetime ECL, i.e. lifetime ECL that result from all possible default events over the life of the
financial instrument, (referred to as Stage 2 and Stage 3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that
financial instrument has increased significantly since initial recognition. For all other financial instruments,
ECLs are measured at an amount equal to the 12-month ECL.

ECLs are a probability-weighted estimate of the present value of credit losses. These are measured as the
present value of the difference between the cash flows due to the Group under the contract and the cash
flows that the Group expects to receive arising from the weighting of multiple future economic scenarios,
discounted at the asset’s EPR.

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

= for financial guarantee contracts, the ECL is the difference between the expected payments to
reimburse the holder of the guaranteed financing instrument less any amounts that the Group expects
to receive from the holder, the customer or any other party.

The Group measures ECL on an individual basis, or on a collective basis for portfolios of finances that
share similar economic risk characteristics. The measurement of the loss allowance is based on the present
value of the asset’s expected cash flows using the asset’s original EPR, regardless of whether it is measured
on an individual basis or a collective basis.

(e) Credit-impaired financial assets

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

» significant financial difficulty of the customer or issuer;

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

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

= the financer of the customer has downgraded the ratings because of deterioration in financial condition
of the customer; or

= the purchase of a financial asset at a deep discount that reflects the incurred credit losses.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

3.  Summary of significant accounting policies (continued)
3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
(e) Credit-impaired financial assets (continued)

It may not be possible to identify a single discrete event-instead; the combined effect of several events may
have caused financial assets to become credit-impaired. The Group assesses whether financing instruments
that are financial assets measured at amortised cost or FVTOCI are credit-impaired at each reporting date.
To assess if sovereign and corporate financing instruments are credit impaired, the Group considers factors
such as delinquency, watchlist indication, restructuring flag, deterioration in credit ratings and the ability
of the customer to raise funding.

A financial asset is considered credit-impaired when a concession is granted to the customer due to a
deterioration in the customer’s financial condition, unless there is evidence that as a result of granting the
concession the risk of not receiving the contractual cash flows has reduced significantly and there are no
other indicators of impairment. For financial assets where concessions are contemplated but not granted
the asset is deemed credit impaired when there is observable evidence of credit-impairment including
meeting the definition of default. The definition of default (see below) includes unlikeliness to pay
indicators and a backstop if amounts are overdue for 90 days or more. However, the cases where the
impairment is not recognised for assets beyond 90 days overdue are supported by reasonable information.

() Purchased or originated credit-impaired (POCI) financial assets

POCI financial assets are treated differently because the asset is credit-impaired at initial recognition. For
these assets, the Group recognises all changes in lifetime ECL since initial recognition as a loss allowance
with any changes recognised in profit or loss. A favourable change for such assets creates an impairment
gain.

(g) Definition of default

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

The Group considers the following as constituting an event of default:
= the customer is past due more than 90 days on any material credit obligation to the Group; or
= the customer is unlikely to pay its credit obligations to the Group in full.

The definition of default is appropriately tailored to reflect different characteristics of different types of
assets. Further, the cases where the criteria of 90 days overdue are rebutted using reasonable information.

When assessing if the customer is unlikely to pay its credit obligation, the Group takes into account both
qualitative and quantitative indicators. The information assessed depends on the type of the asset, for
example in corporate financing a qualitative indicator used is the *watchlist flag’, which is not used for
retail financing. Quantitative indicators, such as overdue status and non-payment on another obligation of
the same counterparty are key inputs in this analysis. The Group uses a variety of sources of information
to assess default which are either developed internally or obtained from external sources.
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for the six months period ended 30 June 2018 (continued)

3. Summary of significant accounting policies (continued)

3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)

(h) Significant increase in credit risk

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

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the financial instrument at the reporting
date based on the remaining maturity of the instrument with the risk of a default occurring that was
anticipated for the remaining maturity at the current reporting date when the financial instrument was first
recognised. In making this assessment, the Group considers both quantitative and qualitative information
that is reasonable and supportable, including historical experience and forward-looking information that is
available without undue cost or effort, based on the Group’s historical experience and expert credit
assessment including forward-looking information.

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

For corporate financing, forward-looking information includes the future prospects of the macroeconomic
indicators like Crude Oil price, obtained from regulatory guidelines, economic expert reports, financial
analysts, governmental bodies and other similar organisations, as well as consideration of various internal
and external sources of actual and forecast economic information. For retail, financing forward looking
information includes the same economic forecasts as corporate financing with additional forecasts of local
economic indicators.

The Group allocates its counterparties to a relevant internal credit risk grade depending on their credit
quality. The Group considers the credit risk upon initial recognition of asset and whether there has been a
significant increase in it on an ongoing basis throughout each reporting period. To assess whether there is
a significant increase in credit risk the Group compares the risk of a default occurring on the asset as at the
reporting date with the risk of default as at the date of initial recognition. It considers available reasonable
and supportive forwarding-looking information. Especially the following indicators are incorporated:

= internal risk grade;
= external credit rating (as far as available);

= actual or expected significant adverse changes in business, financial or economic conditions that are
expected to cause a significant change to the customer’s ability to meet its obligations;

= actual or expected significant changes in the operating results of the customer;

= significant changes in the expected performance and behaviour of the customer, including changes in
the payment status of customers in the group and changes in the operating results of the customer; and

= Macroeconomic information: in its models, the Group relies on a broad range of forward looking
information as economic inputs, such as: average oil prices, real estate Dubai and Abu Dhabi, inflation,
ECI, hotel room occupancy etc. along with various transformations of the same. The inputs and models
used for calculating expected credit losses may not always capture all characteristics of the market at
the date of the financial statements. To reflect this, qualitative adjustments or overlays are made as
temporary adjustments using expert credit judgement.
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3. Summary of significant accounting policies (continued)
3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
(h) Significant increase in credit risk (continued)

Regardless of the analysis above, a significant increase in credit risk is presumed if a customer is more than
30 days past due in making a contractual payment.

The qualitative factors that indicate significant increase in credit risk are reflected in PD models on a timely
basis.

However, the Group still considers separately some qualitative factors to assess if credit risk has increased
significantly. For corporate financing there is particular focus on assets that are included on a ‘watch list’
given an exposure is on a watch list once there is a concern that the creditworthiness of the specific
counterparty has deteriorated.

For retail financing, when an asset becomes 30 days past due, the Group considers that a significant increase
in credit risk has occurred and the asset is in stage 2 of the impairment model, i.e. the loss allowance is
measured as the lifetime ECL.

(i) Modification and derecognition of financial assets

A modification of a financial asset occurs when the contractual terms governing the cash flows of a
financial asset are renegotiated or otherwise modified between initial recognition and maturity of the
financial asset. A modification affects the amount and/or timing of the contractual cash flows either
immediately or at a future date. In addition, the introduction or adjustment of existing covenants of an
existing finance would constitute a modification even if these new or adjusted covenants do not yet affect
the cash flows immediately but may affect the cash flows depending on whether the covenant is or is not
met (e.g. a change to the increase in the profit rate that arises when covenants are breached).

The Group renegotiates finances to customers in financial difficulty to maximise collection and minimise
the risk of default. A finance forbearance is granted in cases where although the customer made all
reasonable efforts to pay under the original contractual terms, there is a high risk of default or default has
already happened and the customer is expected to be able to meet the revised terms. The revised terms in
most of the cases include an extension of the maturity of the finance, changes to the timing of the cash
flows of the finance (principal and profit payment), reduction in the amount of cash flows due (principal
and profit forgiveness) and amendments to covenants. The Group has an established forbearance policy
which applies for corporate and retail financing.

When a financial asset is modified the Group assesses whether this modification results in derecognition.
In accordance with the Group’s policy a modification results in derecognition when it gives rise to
substantially different terms.
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3. Summary of significant accounting policies (continued)
3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
(i) Modification and derecognition of financial assets (continued)

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

Where a modification does not lead to derecognition the Group calculates the modification gain/loss
comparing the gross carrying amount before and after the modification (excluding the ECL allowance).
Then the Group measures ECL for the modified asset, where the expected cash flows arising from the
modified financial asset are included in calculating the expected cash shortfalls from the original asset.

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

"On derecognition of a financial asset in its entirety, the difference between the asset’s catrying amount and
the sum of the consideration received and receivable and the cumulative gain/loss that had heen recognised
in OCI and accumulated in equity is recognised in profit or loss, with the exception of equity investment
designated as measured at FVTOCI, where the cumulative gain/loss previously recognised in OCI is not
subsequently reclassified to profit or loss.

(j) Write-offs

Financial assets are written off when there is no reasonable expectation of recovery, such as a customer
failing to engage in a payment plan with the company. The company categorises a finance or receivable
for write off afier almost all possible avenues of payments have been exhausted. However where finances
or receivables have been written off, the company continues to engage in enforcement activity to attempt
to recover the receivable due. Where recoveries are made, these are recognised in profit or loss.
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3. Summary of significant accounting policies (continued)
Financial liabilities
(a) Classification and subsequent measurement

In both the current period and prior period, financial liabilities are classified as subsequently measured at
amortised cost, except for:

= Financial liabilities at fair value through profit or loss: the classification is applied to derivatives and
other financial liabilities designated as such at initial recognition. Gains and losses on financial
liabilities designated at fair value through profit or loss are presented partially in other comprehensive
income (the amount of change in fair value of the financial liability that is attributable to the changes
in credit risk of that liability, which is determined as the amount that is not attributable to changes in
market conditions that give rise to market risk) and partially profit or loss (the remaining amount of
change in the fair value of the liability). This is unless such a presentation would create, or enlarge, an
accounting mismatch, in which case the gains or losses attributable to changes in the credit risk of the
liability are also presented in the profit or loss;

= Financial liabilities arising from the transfer of financial assets which did not qualify for derecognition
or when the continuing involvement approach applies. When the transfer of financial assets did not
qualify for derecognition, a financial liability is recognised for the consideration received for the
transfer; and

= Financial guarantee contracts and loan commitments.
(b) Derecognition

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specified in the
contract is discharged, cancelled or expires).

The exchange between the Group and its original financer of financing instruments with substantially
different terms, as well as substantial modifications of the terms of existing liabilities, are accounted for as
an extinguishment of the original financial liability and a recognition of a new financial liability. The terms
are substantially different if the discounted present value of the cash flows under the new terms, including
any fees paid net of any fees received and discounted using the original effective profit rate, is at least 10%
different from the discounted present value of the remaining cash flows of the original financial liability.

In addition, other qualitative factors such as, currency that the instrument is denominated in, changes in the
type of profit rate, new conversion features attached to the instrument and change in covenants are also
taken into consideration. If an exchange of financing instruments or modification of terms is accounted for
as an extinguishment, any cost or fees incurred as recognised as part of the gain or loss on extinguishment.
If an exchange or modification is not accounted for as an extinguishment, any cost or fees incurred adjust
the carrying amount of the liability and are amortised over the remaining term of the modified liability.
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3. Summary of significant accounting policies (continued)

3.3 Significant accounting policies introduced on adoption of IFRS 9 (continued)
Financial liabilities (continued)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified customer fails to make payments when due in accordance
with the terms of a financing instrument.

Financial guarantee contracts issued by a group entity are initially measured at their fair values and, if not
designated as at FVTPL and not arising from a transfer of a financial asset, are subsequently measured at
the higher of:

= the amount of the loss allowance determined in accordance with IFRS 9; and
= the amount initially recognised less, where appropriate, cumulative amount of income recognised in
accordance with the Group’s revenue recognition policies.

Financial guarantee contracts not designated at FVTPL are presented as provisions on the condensed
consolidated statement of financial position and the remeasurement is presented in other revenue.

The Group has not designated any financial guarantee contracts as at FVTPL.
Islamic derivative financial instruments

Islamic derivative financial instruments are primarily used in trading activities. These are also used to
manage our exposure to profit, currency, credit and other market risks. All Islamic derivative financial
instruments are recorded in condensed consolidated statement of financial position at fair value.

When Islamic derivative financial instruments are used in trading activities, the realized and unrealized
gains and losses on these Islamic derivative financial instruments are recognized in other income. Islamic
derivative financial instruments with positive fair values are presented as asset and Islamic derivative
financial instruments with negative fair values are reported as liabilities. In accordance with our policy for
offsetting financial assets and financial liabilities, the net fair value of certain derivative assets and
liabilities are reported as an asset or liability, as appropriate. Valuation adjustments are included in the fair
value of Derivative assets and Derivative liabilities. Premiums paid and premiums received are part of
Derivative assets and Derivative liabilities, respectively. When derivatives are used to manage our own
exposures, we determine for each derivative whether hedge accounting can be applied.

3.4 Financial risk management

The Group’s financial risk management objectives and policies are consistent with those disclosed in the
condensed consolidated financial statements for the year ended 31 December 2017.

3.5 Seasonality of results

No income of a seasonal nature was recorded in the condensed consolidated statement of profit or loss for the
six month period ended 30 June 2018 and 30 June 2017.
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3. Summary of significant accounting policies (continued)

3.6 Investment property

Investment property is held to eam rental income and/or capital appreciation. Investment property includes
cost of initial purchase, developments transferred from property under development, subsequent cost of
development and fair value adjustments. Investment property is reflected at fair value at the condensed
consolidated statement of financial position date. The fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date, regardless of whether the price is directly observable or estimated using another
valuation technique. The fair value is determined on a periodic basis by independent professional valuers.
Fair value adjustments on investment property are included in the condensed consolidated statement of
profit or loss in the period in which these gains or losses arise.

4, Measurement of ECL

The Group employs statistical models for ECL calculations. For measuring ECL under IFRS 9, the key
input would be the term structure of the following variables:

= probability of default (PD);
= Joss given default (LGD); and
= exposure at default (EAD).

These parameters will be derived from our internally developed statistical models and other historical data.
They will be adjusted to reflect forward-looking information as described below:

PD estimates for the Corporate Portfolio, are estimates at a certain date, which are calculated based on
statistical rating models currently used by the Group, and assessed using rating tools tailored to the various
categories of counterparties and exposures. These statistical models are based on internally compiled data
comprising both quantitative and qualitative factors. Where it is available, market data may also be used
to derive the PD for large corporate counterparties. If a counterparty or exposure migrates between rating
classes, then this will lead to change in estimate of the associated PD. PDs are estimated considering the
contractual maturities of exposures and estimated prepayment rates. Whereas, the Retail PD models are
based of the pools created on the basis of risk homogeneity, or Stage Classification in this case.

LGD is the magnitude of the likely loss if there is a default. The Group has estimated LGDs for the
corporate portfolio based on the FIRB approach while adjusting the EAD with the available collateral as
per the latest valuation date due to unavailability of internal recovery data for the defaulted accounts in a
readily usable format.

EAD represents the expected exposure in the event of a default. The Group derives the EAD from the
current exposure to the counterparty and the potential changes to the current amount allowed under the
contract including amortisation. The EAD of a financial asset is its gross carrying amount. For financing
commitments and financial guarantees, the EAD is arrived at using the regulatory CCFs.

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

= instrument type;
» risk grading;
= [FRS 9 stage classification;

The groupings are subject to regular review to ensure that exposure within a particular group remain
appropriately homogenous.
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4. Measurement of ECL (continued)

Expected life

For instruments in Stage 2 or Stage 3, loss allowances reflect expected credit losses over the expected
remaining lifetime of the instrument. For most instruments, the expected life is limited to the remaining
contractual life. An exemption is provided for certain instruments with the following characteristics: (a)
the instrument includes both a finance and undrawn commitment component;(b) we have the contractual
ability to demand payment and cancel the undrawn commitment; and (c) our exposure to credit losses is
not limited to the contractual notice period. For products in scope of this exemption, the expected life may
exceed the remaining contractual life and is the period over which our exposure to credit losses is not
mitigated by our normal credit risk management actions. This period varies by product and risk category
and is estimated based on our historical experience with similar exposures and consideration of credit risk
management actions taken as part of our regular credit review cycle. Products in scope of this exemption
include credit cards, overdraft balances and certain revolving lines of credit. Determining the instruments
in scope for this exemption and estimating the appropriate remaining life based on our historical experience
and credit risk mitigation practices requires significant judgment. The group has also undertaken the
prepayment analysis on the Personal Finance portfolio in order to determine the actual behavioral maturity
of the portfolio.

5.  Critical accounting judgments and key sources of estimation of uncertainty

In the application of the Group’s accounting policies, which are described in Note 3, the management is
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

5.1 Critical judgments in applying the Group’s accounting policies

The following are the critical judgments, apart from those involving estimations, that the management has
made in the process of applying the Group’s accounting policies and that have the most significant effect
on the amounts recognised in condensed consolidated financial statements:

= Business model assessment: Classification and measurement of financial assets depends on the results
of the SPPI and the business model test. The Group determines the business model at a level that
reflects how groups of financial assets are managed together to achieve a particular business objective.
This assessment includes judgment reflecting all relevant evidence including how the performance of
the assets is evaluated and their performance measured, the risks that affect the performance of the
assets and how these are managed and how the managers of the assets are compensated. The Group
monitors financial assets measured at amortised cost or fair value through other comprehensive income
that are derecognised prior to their maturity to understand the reason for their disposal and whether the
reasons are consistent with the objective of the business for which the asset was held. Monitoring is
part of the Group’s continuous assessment of whether the business model for which the remaining
financial assets are held continues to be appropriate and if it is not appropriate whether there has been
a change in business model and so a prospective change to the classification of those assets.
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5.

Critical accounting judgments and key sources of estimation of uncertainty (continued)

5.1 Critical judgments in applying the Group’s accounting policies (continued)

Significant increase of credit risk: As explained in Note 4, ECL are measured as an allowance equal to
12-month ECL for stage 1 assets, or lifetime ECL assets for stage 2 or stage 3 assets. An asset moves
to stage 2 when its credit risk has increased significantly since initial recognition. IFRS 9 does not
define what constitutes a significant increase in credit risk. In assessing whether the credit risk of an
asset has significantly increased the Group takes into account qualitative and quantitative reasonable
and supportable forward looking information.

Establishing groups of assets with similar credit risk characteristics: When ECLs are measured on a
collective basis, the financial instruments are grouped on the basis of shared risk characteristics (e.g.
instrument type, credit risk, stage classification etc.). The Group monitors the appropriateness of the
credit risk characteristics on an ongoing basis to assess whether they continue to be similar. This is
required in order to ensure that should credit risk characteristics change there is appropriate re-
segmentation of the assets. This may result in new portfolios being created or assets moving to an
existing portfolio that better reflects the similar credit risk characteristics of that group of assets.

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

Models and assumptions used: The Group uses various models and assumptions in measuring fair value
of financial assets as well as in estimating ECL. Judgement is applied in identifying the most
appropriate model for each type of asset, as well as for determining the assumptions used in these
models, including assumptions that relate to key drivers of credit risk.

5.2 Key sources of estimation uncertainty

The following are key estimations that the management has used in the process of applying the Group’s
accounting policies and that have the most significant effect on the amounts recognised in the condensed
consolidated financial statements:

Establishing the number and relative weightings of forward-looking scenarios for each type of
product/market and determining the forward looking information relevant to each scenario: When
measuring ECL the Group uses reasonable and supportable forward looking information, which is
based on assumptions for the future movement of different economic drivers and how these drivers
will affect each other.

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

Loss Given Default: LGD is an estimate of the loss arising on default. It is based on the difference
between the contractual cash flows due and those that the lender would expect to receive, taking into
account cash flows from collateral and integral credit enhancements.
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6. Classes and categories of financial instruments
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The table below sets out the Group’s classification of each class of financial assets and liabilities:

At 30 June 2018 (unaudited)

Financial assets

Cash and balances with the Central Bank

Due from banks and other financial institutions
Islamic financing and investing assets, net
Investment securities at fair value

Other assets

Total

Financial liabilities

Islamic customers’ deposits

Due to banks and other financial institutions
Other liabilities

Total

At fair
value
AED’000

1,957,558

Amortised
cost
AED’000

1,310,954
606,035
15,763,925

178,088

1,957,558

17,859,002

14,652,792
3,892,942
142,348

[}

18,688,082

Total
AED’000

1,310,954
606,035
15,763,925
1,957,558
178,088

19,816,560

14,652,792
3,892,942
142,348

18,688,082

The table below sets out the Group’s classification of each class of financial assets and liabilities:

At 31 December 2017 (Audited)

Financial assets;

Cash and balances with the Central Bank

Due from banks and other financial institutions
Islamic financing and investing assets
Investment securities at fair value

Other assets

Total

Financial liabilities:

Islamic customers’ deposits

Due to banks and other financial institutions
Other liabilities

Total

At fair
value
AED’000

1,912,254

1,912,254

Amortised
cost
AED’000

1,378,410
601,504
15,158,872

146,692

17,285,478

14,323,879
3,362,702
164,944

17,851,525

Total
AED’000

1,378,410
601,504
15,158,872
1,912,254
146,692

19,197,732
14,323,879
3,362,702
164,944

17,851,525
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7. Impairment allowance
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7.1 The movement in impairment allowance by financial asset category is as follows:

Other

Opening Net charge movement
balance  during the during the Closing
restated period period balance
AED’000 AED’000 AED’000 AED’000
Islamic financing and investing assets (Note 9) 670,245 53,276 (61) 723,460
Investment securities at FVTOCT* 50,932 (98) - 50,834
Other financial assets 2,985 340 - 3,325
Total 724,162 53,518 (61) 777,619

(*) Impairment allowance is recognised under “Revaluation reserve of investments designated at

FVTOCI”.

7.2 Allocation of impairment allowance as of 30 June 2018 is as follows:

Stage 1 Stage 2 Stage 3 Total

AED’000 AED’000 AED’000 AED’000

Islamic financing and investing assets 66,862 252,821 403,777 723,460

Investment securities at FVTOCI 756 - 50,078 50,834

Other financial assets - - 3,325 3,325

Total 67,618 252,821 457,180 777,619
8. Cash and balances with the Central Bank

30 June 31 December

2018 2017

AED’000 AED’000

(unaudited) (audited)

Cash on hand 74,922 84,628

Balances with the Central Bank:

Current accounts - 104,729

Reserve requirements with the Central Bank 586,032 544,053

International murabahat with the Central Bank 650,000 645,000

Total 1,310,954 1,378,410
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8. Cash and balances with the Central Bank (continued)
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Cash and cash equivalents included in the condensed consolidated statement of cash flows comprise of the

following amounts:

30 June 30 June
2018 2017
AED’000 AED’000
(unaudited) (unaudited)
Cash and balances with the Central Bank 1,310,954 1,303,701
Due from banks and other financial institutions

(original maturity less than three months) 114,744 245,292
1,425,698 1,548,993

Less: Statutory reserve with the Central Bank (586,032) (519,780)
Cash and cash equivalents 839,666 1,029,213

The statutory reserve with the Central Bank is not available to finance the day-to-day operations of the
Group. However, as per notice 4310/2008, the Central Bank has allowed banks to utilize up to 100% of

their AED and USS$ reserve requirement limit.

9. Islamic financing and investing assets, net
30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
Islamic financing assets
Vehicles murabahat 179,170 201,979
Commodities murabahat 6,928,939 6,186,260
Total murabahat 7,108,109 6,388,239
Ijarahs 8,604,910 8,375,151
Istisna’a 37.542 37,741
Islamic credit cards 36,715 38,762
15,787,276 14,839,893
Deferred income (1,046,003) (968,537)
Total Islamic financing assets 14,741,273 13,871,356



Ajman Bank PJSC 29

Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

9.  Islamic financing and investing assets, net (continued)

30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
Islamic investing assets
Mudaraba 969,847 1,092,562
Wakalat 776,265 742,570
Total Islamic investing assets 1,746,112 1,835,132
Total Islamic financing and investing assets 16,487,385 15,706,488
Provisions for impairment (Note 7.1) (723,460) (547,616)
Total Islamic financing and investing assets, net 15,763,925 15,158,872
10. Investment securities at fair value
30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
Investment securities measured at FVTPL 191,080 -
Investment securities measured at FVTOCI 1,766,478 1,912,254
1,957,558 1,912,254
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10. Investment securities at fair value (continued)

Fair value hierarchy

The financial and non-financial assets measured at fair value are set out below:

30

Level 1 Level 2 Level 3 Total

AED’000 AED’000 AED’000 AED’000
Financial assets
At FVTPL
At 30 June 2018 (unaudited) 91,080 - 100,000 191,080
At 31 December 2017 (audited) - - - -
At FVTOCI
At 30 June 2018 (unaudited) 1,732,050 - 34428 1,766,478
At 31 December 2017 (audited) 1,752,934 - 159,320 1,912,254
Foreign currency forward contracts
At 30 June 2018 (unaudited) 189 - - 189
At 31 December 2017 (audited) 2,218 - - 2,218
Non-financial assets
Investment properties
At 30 June 2018 (unaudited) - - 599,061 599,061
At 31 December 2017 (audited) - - 580,448 580,448

There were no transfers between financial instruments classificd within level 1, level 2, and level 3 of fair

value hierarchy during the current or prior period/year.

11. Other assets

30 June

2018

AED’000

(unaudited)

Accrued income on Islamic financing and investing assets 81,254
Assets acquired in settlement of Islamic financing and

investing assets 34,597

Acceptances (Note 14) 27,578

Prepaid expenses 23,860

Accrued income on investment securities 23,272

Staff advances (Soft finance) 13,023

Forcign currency forward contracts 189

Other 100,409
304,182

31 December

2017
AED’000
(audited)

74,937

29,804
17,319
28,168
22,376
13,598

2,218
71,502

259,922
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12. Investment properties

Movement in investment properties is as follows:

At beginning of the period/year
Additions during the period/year
Increase in fair value during the period/ year

Balance at the end of the period/year
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30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
580,448 322,398
18,613 252,415

- 5,635

599,061 580,448

All of the Group’s investment propetties are held under free hold interest and located in the U.A.E. The fair
value of the Group’s investment properties as at 30 June 2018 is AED 599 million (31 December 2017:

AED 580 million). The fair value is mainly based on unobservable market inputs (i.c. Level 3).

13. Islamic customers’ deposits

Current accounts

Mudarba deposits:
Savings accounts
Term deposits

Wakala deposits
Escrow accounts
Margin accounts

30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
2,992,454 2,592,979
241,328 207,703
57,828 68,184
3,291,610 2,868,866
11,164,002 11,249,371
100,815 93,933
96,365 111,709
14,652,792 14,323,879
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Notes to the condensed consolidated financial statements
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14. Other liabilities

Accrued profit on Islamic customers’ deposits
and placements by banks

Managers’ cheques

Provisions for staff salaries and benefits

Acceptances (Note 11)

Other

15. Share capital

Issued and fully paid:
1,680,322,500 (31 December 2017: 1,680,322,500)
shares of AED 1 each
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30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
98,926 117,733
35,241 45,312
21,786 16,550
27,578 17,319
39,394 33,701
222,925 230,615

30 June 31 December
2018 2017
AED’000 AED’000
(unaudited) (audited)
1,680,323 1,680,323

At the Annual General Meeting of the shareholders held on 21 March 2018, the shareholders approved cash
dividend in respect of the year ended 31 December 2017 at 3.5% (31 December 2016: 3.5% stock dividend)
of the share capital amounting to AED 58.8 million (31 December 2017: 56.8 million). Further AED 2.5

million as Directors’ remuneration was also approved.

16. Income from Islamic financing and investing assets

Six month period ended 30

June
2018 2017
AED’000 AED’000
(unaudited) (unaudited)
Income from Ijarah 194,335 157,499
Income from Murabaha 167,494 125,587
Income from Mudaraba 18,572 18,981
Income from Wakala 16,866 17,419
Income from Istisna 1,074 448

Income from Musharaka . 427

398,341 320,361
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

17. Earnings per share

Earnings per share are computed by dividing the profit for the period by the weighted average number of
shares outstanding during the period as follows:

Three month period ended Six month period ended
30 June 30 June
2018 2017 2018 2017

(unaudited) (unaudited) (unaudited) (unaudited)
Basic earnings per share

Profit for the period (AED’000) 44,985 29,266 79,001 55,270
Directors remunerations (AED’000) - - (2,500) (2,500)
44,985 29,266 76,501 52,770

Weighted average number of shares
outstanding during the period (in thousands) 1,680,323 1,680,323 1,680,323 1,680,323

Basic earnings per share (AED) 0.027 0.017 0.046 0.031

There were no potentially dilutive shares as at30 June 2018 and 30 June 2017.

18. Related parties transactions

Certain “related parties” (such as directors, key management personnel and major shareholders of the
Group and companies of which they are principal owners) are customers of the Group in the ordinary
course of business. Transactions with such related parties are made on substantially the same terms,
including profit rates and collateral, as those prevailing at the same time for comparable transactions with
external customers and parties. Such related party transactions are disclosed below.

Transactions

Transactions with related parties are shown below:

Six month period ended

30 June 2018 (unaudited) 30 June 2017 (unaudited)
Director Director
and other and other
Major related Major related
shareholders parties Total shareholders parties Total

AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Depositors’ share of
profit 33,786 646 34,432 23,833 646 24,479

Income from Islamic

financing and investing
assets 18,320 2,241 20,561 25,667 1,628 27,295
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18. Related parties transactions (continued)

Balances

Balances with related parties at the reporting date are shown below:

30 June 2018 (unaudited) 31 December 2017 (audited)
Director Director
and other and other
Major related Major related
shareholders parties Total shareholders parties Total

AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Islamic financing and
investing assets 1,950,118 152,094 2,102,212 751,462 143,033 894,495

Islamic customers’
deposits 3,141,318 121,945 3,263,263 2,733,040 184,260 2,917,300

Compensation of key management personnel

Key management compensation is as shown below:

Six month period ended

30 June
2018 2017
AED’000 AED’000
(unaudited) (unaudited)
Short term employment benefits 9,928 9,977
Terminal benefits 558 528
10,486 10,505

19. Contingencies and commitments

Capital commitments

At 30 June 2018, the Group had outstanding capital commitments of AED 74 million (31 December 2017:
AED 77 million), which will be funded within the next twelve months.

Credit related commitments and contingencies

Credit related commitments include commitments to extend creditwhich are designed to meet the
requirements of the Group’s customers.
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19. Contingencies and commitments (continued)

The Group had the following credit related commitments and contingent liabilities:
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30 June 31 December

2018 2017

AED’000 AED’000

(unaudited) (audited)

Commitments to extend credit 1,151,417 978,860
Letters of credit 39,386 51,513
Letters of guarantee 387,917 499,446
1,578,720 1,529,819

20. Segment analysis

Operating segments are identified on the basis of internal reports about components of the Group that are
regularly reviewed by the chief operating decision maker in order to allocate resources to the segment and to

assess its performance.

For operating purposes, the Group is organised into business segments:

(i)  Consumer, corporate and investment banking, which principally provides finances and other credit
facilities, deposits and current accounts for corporate, government, institutional and individual

customers; and

(ii) Treasury, which involves the management of the Group’s investment portfolio.

These segments are the basis on which the Group reports its segment information. Transactions between
segments are conducted at rates determined by management, taking into consideration the cost of funds and an

equitable allocation of expenses.
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Notes to the condensed consolidated financial statements
for the six months period ended 30 June 2018 (continued)

21. Capital adequacy ratio

The Central Bank of UAE ("CBUAE") has issued Basel III capital regulations, which came into effect
from 1st February 2017 introducing minimum capital requirements at three levels, namely Common
equity Tier I (CET I), Tier I (T I) and Total Capital.

The additional capital buffers "Capital conservation buffer" (CCB) and "Countercyclical capital buffer"
(CCyB) have also been introduced with the maximum up to 2.5% of the RWA under each over and
above the minimum CET I requirement of 7%.

For 2018, CCB is required to be maintained at 1.875% of the Capital base. This will increase to 2.5% in
2019 and remain stable thereafter. However, the CcyB is not yet in effect for the Group and is not
required to be maintained for the period.

The capital adequacy ratio as per Basel III capital regulations is given below:

Minimum *Minimum
capital capital
30 June requirement requirement
2018 30 June 2018 by 2019

Capital Ratio
a. Total capital ratio 13.72% 12.38% 13.00%
b. Tier 1 capital ratio 12.57% 8.50% 8.50%
c. CET1 ratio 12.57% 7.00% 7.00%

* The minimum capital requirements by 2019 does not consider the CCyB.
22. Approval of condensed consolidated financial statements

The condensed consolidated financial statements were approved by the Board of Directors and authorized
for issue on 8 July 2018.



