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Annual Report of the Board of Directors of Ajman Bank PJSC

For financial year 2021

Dear Shareholders,
Greetings,,,

Ajman Bank, represented by its management and adhering to the frameworks set by decision-makers in
the United Arab Emirates, and the directives of His Highness Sheikh Humaid bin Rashid Al Nuaimi, Member of
the Supreme Council and Ruler of Ajman, and his Crown Prince, His Highness Sheikh Ammar bin Humaid bin
Rashid Al Nuaimi, Chairman of the Board of Directors, may God prolong their lives, And their continuous support
to the bank to overcome challenges and obstacles that arose in 2021 and turn them into great achievements for
the bank. Ajman Bank has witnessed rise and development in line with the economic successes and
developments of the United Arab Emirates, despite the pressures brought by the Corona pandemic.

The year 2021 was an exceptional year. The United Arab Emirates witnessed remarkable economic
growth and was a pioneer in overcoming difficulties and turning them into achievements. As one of the most
important goals of the Bank, such achievements were adopted by Ajman Bank and turned them into practical
application in digital transformation, speed in achievement and community service.

The Bank's Performance and Achievements:

The Bank’s achievements and performance in the year 2021 were a like a light in the dark that lit at local and
societal levels, and they were - for example, but not limited to - as follows:

1. Consolidating the Bank’s brand and the Bank’s performance as one of the leading banks in the United Arab
Emirates:

The high and increasing turnout of individuals and companies to the bank contributed to reaching
15,263,046,000 dirhams in total Islamic deposits, and net profits of 116,160,000 dirhams, which were achieved
by modern ways and frameworks for managing the basic business of the bank, where the total assets amounted
to 22,342,286,000 dirhams, and shareholders’ equity amounted to 2,634,622,000 dirhams.

2. Social responsibility:

Ajman Bank was one of the pioneering banks in charity works and took — as usual - social responsibility,
represented by the following:

a) Ajman Bank donated 110,000 dirhams to rent the headquarters of the (Sanctuary), which is the first
shelter in Ajman under the management of the Woman and Child Protection Foundation. The house was
developed to provide shelter for women and children for humanitarian reasons, this includes victims of
domestic violence, children placed in correctional and punitive institutions, and humanitarian
emergency cases. The shelter also provides rehabilitation, psychological and social programs to support
victims.
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Ajman Bank has provided financial assistance to qualified students of Ajman University to support their
development. As part of the initiative, students were awarded by the bank, 50,000 dirhams in March
2019, 14,200 dirhams in November 2019 and 60,000 dirhams in May 2021 since Ajman Bank believes
that education is a fundamental human right.

Ajman Bank contributed AED 300,000 to the “Endowment Fund” of Ajman University to provide one
scholarship to a qualified student from Ajman University to study majors in Islamic banking and finance.
The endowment was named "Ajman Bank Scholarship in Islamic Banking and Finance".

In order to enhance its humanitarian partnership with all vital local sectors, Ajman Bank contributed
50,000 dirhams to the Emirates Red Crescent's "Health Campaign", which aims to improve the health of
vulnerable and needy groups and families in the United Arab Emirates.

In line with ethical and sustainable business practices, Ajman Bank launched its Go Green Paperless
initiative designed to protect the environment and enhance the customer experience. This is also an
important aspect of the bank’s digital transformation, whereby customers and employees are
encouraged to minimize paper usage and advised to perform most of the tasks in digital formats such as
electronic account statements and electronic notifications, this is intended to reduce the carbon
footprint, negative impact on natural resource consumption, pollution and waste.

3. Emiratizations Policy:

Employing UAE nationals with a growth rate of no less than 4% each year in line with the instructions of
the UAE Central Bank and the Ministry of Human Resources and Emiratization. The percentage of
citizens in the bank reached around 45% of the total number of employees.

Retaining at least 60% of UAE nationals whose performance exceeds expectations.

Appointing competent and qualified Emirati nationals in specified positions in accordance with the
objectives of the annual replacement plan in leadership positions.

587 employees were trained through instructor-led online training.

245 different training programs have been implemented through online learning.

A total of 13,187 training hours during 2021.

4. Investment climate:

Despite the low interest rate at the global level for banks, and despite the challenges of the Corona pandemic,

the world witnessed an economic recovery, and the United Arab Emirates witnessed an exceptional year full of

economic achievements, due to the rise in oil prices, and the recovery in global and local financial markets

compared to the year 2020 In addition to the opening of the World Expo events, the Management of Ajman
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Bank has made an appreciable effort at all levels to take advantage of this atmosphere and has worked to seize
opportunities, taking into account the rules of investment risks, and this resulted in an exceptional performance
for Ajman Bank in the year 2021.

5. future vision:

The bank’s management saves no effort and dedication to cooperate with all pillars and state institutions for the
success of the bank’s march and to advance it from year to year and seize all possible opportunities through safe
investment at the local level, which enhances the investor and client’s confidence in the bank and pushes the
bank to progress and continuous achievement and progress and development from year to year.

In conclusion, we would like to extend our sincere thanks, gratitude to everyone who contributed to the success
of Ajman Bank’s journey, in particular:

)

% His Highness Sheikh Humaid bin Rashid Al Nuaimi, Supreme Council Member and Ruler of Ajman, and
His Highness Sheikh Ammar bin Humaid bin Rashid Al Nuaimi the Crown Prince of Ajman.

Central Bank of the United Arab Emirates.

Securities and Commodities Authority.

X3

8

X3

S

X3

A

Dubai Financial Market.

X3

S

Ministry of Economy.

X3

8

Shareholders and valued customers of the bank.
Members of the Board of Directors for the effort and dedication they gave to the Bank.
The entire Ajman Bank team, from the heads of departments to all employees, for their continuous

X3

A

X3

S

dedication to serving and making the bank's journey a success.

End of Report

Thank you and have wonderful day

Page 3 of 3



Ajman Bank PJSC
Report and financial statements

for the year ended 31 December 2021



Ajman Bank PJSC

Report and financial statements
for the year ended 31 December 2021

Contents

Independent auditor’s report

Statement of financial position

Income statement

Statement of profit or loss and other comprehensive income

Statement of changes in equity

Statement of cash flows

Notes to the financial statements

Pages

10

11

12 - 87



Ernst & Young Middle East Tel: +971 4701 0100
(Dubai Branch) +971 4 332 4000
P.O. Box 9267 Fax: +971 4 332 4004

Building a better Ground Floor, ICD Brookfield Place dubai@ae.ey.com
working world Al Mustagbal Street ey.com

Dubai International Financial Centre

Dubai

United Arab Emirates

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Ajman Bank PJSC (the “Bank”), which comprise the statement
of financial position as at 31 December 2021, and the statement of income and statement of comprehensive
income, statement of cash flows and statement of changes in equity for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report. We are independent of the Bank in accordance with the
International - Code of Ethics for Professional Accountants (the “IESBA Code”) together with the ethical
requirements that are relevant to our audit of the financial statements in the United Arab Emirates, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current year. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed the
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of
the financial statements. The results of our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on the accompanying financial statements
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued)

Report on the audit of the financial statements(continued)

Key audit matter How our audit addressed the key audit matter

Expected credit losses (“ECL”) for Islamic financing
and investing assets. Refer to Note 7 of the financial
statements.

The balance of loss allowances on Islamic financing
and investing assets represents management’s best
estimate, at the balance sheet date, of the expected
credit losses under the expected credit loss models
(“ECL Models”) as stipulated by International
Financial Reporting Standard No. 9: Financial
Instruments (“IFRS 97).

Management first assesses whether the credit risk of
Islamic financing and investing assets to customers
has increased significantly since their initial
recognition, and then applies a three-stage
impairment model to calculate the ECL.

For Islamic financing and investing assets classified
in stage 1 (no significant increase in credit risk) and
stage 2 (with significant increase in credit risk), loss
allowances are assessed using the risk parameter
modelling approach that incorporates key
parameters, including probability of default, loss
given default, exposure at default, discount rates and
macroeconomic inputs.

For Islamic financing and investing assets in stage 3
(default and credit-impaired), loss allowances are
assessed by estimating the future discounted cash
flows from the loans.

Management has also applied significant level of
judgement in areas noted above in determining the
impact of COVID-19 on the allowances for credit
losses by considering the following:

1. Forward looking information, including variables
used in macroeconomic scenarios and their
associated weightings,

2. Stress in specific sectors and industries, and

3. Impact of Government support measures.

We have obtained an understanding of
management’s assessment of impairment of
Islamic financing and investing assets, the Bank’s
credit impairment provision policy and the ECL
modelling methodology.

We have performed process walkthroughs to
identify the controls over ECL process. We have
tested design and operational effectiveness of the
following internal controls relating to the
measurement of ECL:
- Review and approval of classification of
Islamic financing and investing assets.
- The management regular monitoring of:
i)  staging and ECL for Islamic financing and
investing assets.
i1) identification of loans  displaying
indicators of impairment (including more
than 90 days past due) under stage 3.
iii) macroeconomic variables and forecast
iv) performance of ECL models
- The review and approval of management
overlays and the governance process around
such overlays.
- The model validation function.

We have performed the following substantive audit
procedures:

- Reviewed the reasonableness and
appropriateness of the methodology and
assumptions used in various components of
ECL modelling. This typically included
challenging key assumptions/judgements
relating to significant increase in credit risk,
definition of default, probability of default,
loss given default, recovery rates, cure rate,
and discount rate.




EY

Building a better
working world

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued)

Report on the audit of the financial statements(continued)

Key audit matter How our audit addressed the key audit matter

We considered ECL for Islamic financing and
investing assets as a key audit matter as the
determination of ECL involves significant
management judgement such as categorisation of
Islamic financing and investing assets into stages 1,
2 or 3, assumptions used in the ECL model such as
expected future cash flows, macro-economic factors
etc., and additional overlays to reflect current or
future external factors. These judgments have a
material impact on the financial statements of the
Bank.

For selected samples, we performed
procedures to determine whether significant
increase in credit risk have been correctly
identified.

For forward-looking measurements,
reviewed management’s selection of
economic  indicators,  scenarios  and
application of weightings; assessed the
reasonableness of the prediction of economic
indicators and performed sensitivity analysis.

We have reviewed the impact on expected
credit losses on account of COVID 19 with
specific focus on reassessment of
macroeconomic  weights, impact of
financial stress on various industries and the
consideration of Government support
measures.

For selected samples, we examined key data
inputs into the ECL models.

We re-performed key elements of the ECL
calculations and evaluated the model
performance results for accuracy.

We assessed the appropriateness of
disclosures in the financial statements
against the requirements of [FRS.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued)

Other information

Other information consists of the information included in the Bank’s Annual Report 2021, other than the
financial statements and our auditor’s report thereon. Management is responsible for the other information.
The Bank’s Annual Report 2021 is expected to be made available to us after the date of this auditor’s
report.

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

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

Responsibilities of management and those charged with governance for the financial statements

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

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

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.
Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued)

Auditor’s responsibilities for the audit of the financial statements (continued)

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

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

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

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

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

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

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

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

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

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the financial statements of the current year and are therefore the key
audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued)

Report on other legal and regulatory requirements

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

vii)

the Bank has maintained proper books of account;
we have obtained all the information we considered necessary for the purposes of our audit;

the financial statements have been prepared and comply, in all material respects, with the applicable
provisions of the Bank’s Memorandum and Articles of Association and the UAE Federal Law No.
(2) of 2015 (amended);

the financial information included in the strategic report, directors’ report and corporate governance
report is consistent with the books of account of the Bank;

note 12 reflects the shares purchased by the Bank during the year;
note 32 reflects material related party transactions and the terms under which they were conducted;

based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Bank has contravened during the financial year ended 31 December
2021 any of the applicable provisions of the UAE Federal Law No. (2) of 2015 (amended) or in
respect of Bank, its Memorandum and Articles of Association which would have a material impact
on its activities or its financial position; and

viii) note 37 reflects the social contributions made during the year.

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

Other matter

The financial statements of the Bank for the year ended 31 December 2020 were audited by another auditor
who expressed an unmodified opinion on those financial statements on 17 February 2021.

For Ernst & Young

e el

Signed by:

Anthony O’Sullivan
Partner

Registration No. 687

7 February 2022

Dubai, United Arab Emirates
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Statement of financial position
as at 31 December 2021
Notes 31 December 31 December
2021 2020
AED’000 AED’000
ASSETS
Cash and balances with the Central Bank 9 2,185,729 1,722,122
Due from banks and other financial institutions 10 726,986 613,271
Islamic financing and investing assets, net 11 14,924,244 16,960,858
Islamic investments securities at FVTOCI 12 2,646,658 1,319,691
Investment in associate 13 177,313 177,556
Investment properties 14 359,739 343,393
Property and equipment 15 124,057 131,141
Other Islamic assets 16 1,197,560 239,096
Total assets 22,342,286 21,507,128
LIABILITIES AND EQUITY
Liabilities
Islamic customers' deposits 17 15,263,046 14,226,163
Due to banks and other financial institutions 18 4,211,113 4,338,583
Other liabilities 19 233,505 439,791
Total liabilities 19,707,664 19,004,537
Equity
Share capital 20 2,100,000 2,100,000
Statutory reserve 21 270,124 258,508
Investment fair value reserve (51,930) (60,355)
General impairment reserve 22 112,364 97,042
Retained eamings 204,064 107,396
Total equity 2,634,622 2,502,591
Total liabilities and equity 22,342,286 21,507,128

To the best of our knowledge, and in accordance with the applicable reporting principles for financial
reporting, the financial statements present fairly in all material respects the financial position, financial
performance and cash flows of the B

Ll

H.H. Sheikh
Chairman

Mo amed Abc-lulrahlilan Am1r1
Chief Executive Officer

mar Bin Humaid Al Noaimi

The accompanying notes form an integral part of these financial statements.
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Income statement
for the year ended 31 December 2021

Notes 2021 2020
AED’000 AED’000

Operating income
Income from Islamic financing and investing assets 24 706,368 879,081
Income from Islamic investments securities at fair value 25 96,015 109,045
Fees, commission and other income 26 106,020 48,762
Share of results of associate 13 (8,265) 12,607
Total operating income before depositors’ share of profit 900,138 1,049,495
Depositors’ share of profits (232,054) (434,815)
Net operating income 668,084 614,680
Expenses
Staft costs 27 (196,800) (182,046)
General and administrative expenses 28 (62,690) (53,092)
Depreciation of property and equipment 15 (25,052) (26,080)
Impairment charge for financial assets 29 (267,382) (297,260)
Impairment charge for non-financial assets 16 - (2,799)
Total expenses (551,924) (561,277)
Profit for the year 116,160 53,403
Basic and diluted earnings per share (AED) 30 0.055 0.025

The accompanying notes form an integral part of these financial statements.
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Statement of profit or loss and other comprehensive income
for the year ended 31 December 2021

Profit for the year

Other comprehensive income/(loss):

Items that will not be reclassified subsequently to profit or loss

Movement in investment fair value reserve for equity instruments
at FVTOCI

Items that may be reclassified subsequently to profit or loss

Fair value (loss)/gain on investments securities at FVTOCI
Reclassification adjustments relating to investments securities
at FVTOCI

Other comprehensive income/(loss) for the year

Total comprehensive income/(loss) for the year

9
2021 2020
AED’000 AED’000
116,160 53,403
31,674 (62,585)
31,674 (62,585)
(9,097) 31,881
(11,679) (24,960)
(20,776) 6,921
10,898 (55,664)
127,058 (2,261)

The accompanying notes form an integral part of these financial statements.
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Statement of changes in equity
for the year ended 31 December 2021

At 1 January 2020

Profit for the year
Other comprehensive income

Total comprehensive income/ (loss) for the year
Transfer on disposal of equity instrument at FVTOCI
Transfer to statutory reserve

Transfer to general impairment reserve (Note 22)
Zakat (Note 36)

Directors’ remuneration (Note 23)

At 31 December 2020

Profit for the year
Other comprehensive loss

Total comprehensive income for the year

Transfer on disposal of equity instrument at FVTOCI
Transfer to statutory reserve

Transfer to general impairment reserve (Note 22)
Reversal of Zakat liability (Note 36)

At 31 December 2021

10
Investment General
Share Statutory fair value impairment Retained
capital reserve reserve reserve earnings Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
2,100,000 253,168 (7,256) 111,583 54,824 2,512,319
- - - - 53,403 53,403
- - (55,664) - - (55,664)
- - (55,664) - 53,403 (2,261)
- - 2,565 - (2,565) -
- 5,340 - - (5,340) -
- - - (14,541) 14,541 -
- - - - (6,217) (6,217)
- - - - (1,250) (1,250)
2,100,000 258,508 (60,355) 97,042 107,396 2,502,591
- - - - 116,160 116,160
- - 10,898 - - 10,898
- - 10,898 - 116,160 127,058
- - (2,473) - 2,473 -
- 11,616 - - (11,616) -
- - - 15,322 (15,322) -
- - - - 4,973 4,973
2,100,000 270,124 (51,930) 112,364 204,064 2,634,622

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




Ajman Bank PJSC

Statement of cash flows
for the year ended 31 December 2021

Cash flows from operating activities

Profit for the year

Adjustments for:
Depreciation of property and equipment
Impairment charge on financial assets
Impairment charge on other non-financial assets
Income from Islamic investments securities
Fair value adjustment of investment properties
Realized gain on disposal of Islamic investments securities
Share of results of associate
Gain on disposal of property and equipment

Operating cash flows before changes in operating assets and liabilities

Changes in operating assets and liabilities:

Decrease in Islamic financing and investing assets

Decrease in due from banks and other financial institutions
(Increase)/decrease in statutory deposit with the Central Bank
Decrease in International Murabahat with the Central Bank
(Increase)/decrease in other assets

Increase/(decrease) in Islamic customers’ deposits

Decrease in due to banks and other financial institutions
Decrease in other liabilities

Cash generated from/(used in) operations
Payment of directors’ remuneration

Net cash generated from/(used in) operating activities

Cash flows from investing activities

Purchase of Islamic investments securities

Proceeds from sale of Islamic investments securities
Addition in investment in associate

Dividend received from investment in associate
Purchase of property and equipment

Proceeds from disposal of property and equipment
Profit income on Islamic investments securities
Additions to investment properties

Proceeds from disposal of investment in subsidiary

Net cash (used in)/generated from investing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year (Note 31)

The accompanying notes form an integral part of these financial statements.
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2021 2020
AED’000 AED’000
116,160 53,403
25,052 26,080
267,382 297,260
- 2,799
(82,185) (83,367)
(12,029) 24,394
(13,830) (25,678)
8,265 (12,607)
amn -
308,798 282,284
1,771,644 59,626
13,827 42,996
(72,188) 275,484
1,050,000 330,000
(959,938) 48,906
1,036,883 (696,597)
(127,470)  (1,394,895)
(201,043) (23,969)
2,820,513 (1,076,165)
- (1,250)
2,820,513 (1,077,415)
(3,174,127)  (2,089,919)
1,863,794 2,760,910
(8,762) -
740 7,333
(18,123) (21,011)
172 -
88,981 80,882
4,317) (5,827)
- 124,897
(1,251,642) 857,265
1,568,871 (220,150)
589,565 809,715
2,158,436 589,565
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Notes to the financial statements
for the year ended 31 December 2021 (continued)

1.  General information

Ajman Bank PJSC (the “Bank”) was incorporated as a Public Joint Stock Company. 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 Head office in Ajman, the Bank operates through nine branches and three pay offices in
the UAE. The 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 Ijarah. 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 Standards, amendments and interpretations

Standards, amendments and interpretations that are effective for the Bank’s accounting period
beginning on 1 January 2021

Interbank offered rates (“IBORs) reform disclosure — Phase 2

In August 2020, the IASB issued IBOR reform - Phase 2, which amends IFRS 9 Financial Instruments, IAS
39 Financial Instruments: Recognition and Measurement, IFRS 7 Financial Instruments: Disclosures, IFRS
4 Insurance Contracts and IFRS 16 Leases.

IBOR Reform Phase 2 provides temporary reliefs that allow the Bank’s hedging relationships to continue
upon the replacement of an existing profit rate benchmark with an alternative risk-free benchmark reference
rate (“RFR”). The reliefs require the Bank to amend hedge designations and hedge documentation. This
includes redefining the hedged risk to reference an RFR, redefining the description of the hedging
instrument and / or the hedged item to reference the RFR and amending the method for assessing hedge
effectiveness. Updates to the hedging documentation must be made by the end of the reporting period in
which a replacement takes place. For the retrospective assessment of hedge effectiveness, the Bank may
elect on a hedge by hedge basis to reset the cumulative fair value change to zero. The Bank may designate
an profit rate as a non-contractually specified, hedged risk component of changes in the fair value or cash
flows of a hedged item, provided the profit rate risk component is separately identifiable. The Bank has
assessed the impact of Phase 2 and concluded that it is not material to the Bank financial statements.

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

Uncertainty surrounding the integrity of IBOR rates has in recent years led regulators, central banks and
market participants to work towards a transition to RFRs and market-led working groups in respective
jurisdictions have recommended alternative risk-free reference rates, which are gradually being adopted.
Progress in the transition to these new benchmarks has resulted in significant uncertainty in the future of
IBOR benchmarks beyond 1 January 2022.

The majority of LIBOR and other IBORs are to be discontinued after 31 December 2021 and replaced with
certain Alternative Reference Rates (“ARRs”), with the exception of certain USD LIBOR rates where
cessation is delayed until 30 June 2023. The transition away from the IBORs covers most of the business
units and support functions of the Bank.
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for the year ended 31 December 2021 (continued)

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

2.1 Standards, amendments and interpretations (continued)

The Bank is in process of assessing the impact of rate replacement on its product and services, however as
on 31 December 2021 management does not believe that the impact will be significant considering they
have immaterial portfolio of other currencies apart from AED.

There are no other significant applicable new standards and amendments to the published standards or
IFRS IC interpretations that have been issued but are not effective for the first time for the Bank’s financial
year beginning on 1 January 2021 that would be expected to have a material impact on the Bank’s financial
statements.

3.  Definitions
The following terms are used in the financial statements with the meaning specified:
Murabaha

Is a contract whereby the Bank (the “Seller”) sells an asset to its customer (the “Purchaser”), on a deferred
payment basis, after purchasing the asset and gaining possession thereof and title thereto, where the Seller
has purchased and acquired that asset, based on a promise received from the Purchaser to buy the asset
once purchased according to specific Murabaha terms and conditions. The Murabaha sale price comprises
the cost of the asset and a pre-agreed profit amount. Murabaha profit is internally accounted for on a time-
apportioned basis over the period of the contract based on the principal amount outstanding. The Murabaha
sale price is paid by the Purchaser to the Seller on an installment basis over the period of the Murabaha as
stated in the contract.

Wakala

Is an agreement between two parties whereby one party is a fund provider (the “Muwakkil”’) who provides
a certain amount of money (the “Wakala Capital”) to an agent (the “Wakeel”), who invests the Wakala
Capital in a Sharia’a compliant manner and according to the feasibility study or investment plan submitted
to the Muwakkil by the Wakeel. The Wakeel is entitled to a fixed fee (the “Wakala Fee”) as a lump sum
amount or a percentage of the Wakala Capital. The Wakeel may be granted any excess over and above a
certain pre-agreed rate of return as a performance incentive. In principle the Wakala profit is distributed
on declaration or distribution by the Wakeel. However, since the Wakala profit is always reliably estimated
it is internally distributed on a time-apportioned basis over the Wakala tenure based on the Wakala Capital
outstanding. The Wakeel would bear the loss in case of its default, negligence or violation of any of the
terms and conditions of the Wakala Agreement; otherwise the loss would be borne by the Muwakkil,
provided the Muwakkil receives satisfactory evidence that such loss was due to force majeure and that the
Wakeel neither was able to predict the same nor could have prevented the negative consequences of the
same on the Wakala. Under the Wakala agreement the Bank may act either as Muwakkil or as Wakeel, as
the case may be.
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3.  Definitions (continued)

Istisna’a

Is a sale contract between two parties whereby the Bank (the “Sani” or “Seller”’) undertakes to construct,
for its customer (the “Mustasni” or “Purchaser”), a specific asset or property (being “Al-Masnoo”)
according to certain pre-agreed specifications to be delivered during a pre-agreed period of time in
consideration of a pre-determined price, which comprises the cost of construction and a profit amount. The
work undertaken is not restricted to be accomplished by the Sani’ alone and the whole or part of the
construction or development can be undertaken by third parties under the control and responsibility of the
Sani’. Under an Istisna’a contract the Bank could be the Sani’ or the Mustasni’. Istisna’a profit (difference
between the sale price of Al-Masnoo to the customer and the Bank’s total Istisna’a cost) is internally
accounted for on a time-apportioned basis over the period of the contract based on the principal amount
outstanding.

Mudaraba

Is a contract between two parties whereby one party is a fund provider (the “Rab Al Mal”) who would
provide a certain amount of funds (the “Mudaraba Capital”), to the other party (the “Mudarib”). Mudarib
would then invest the Mudaraba Capital in a specific enterprise or activity deploying its experience and
expertise for a specific pre-agreed share in the resultant profit, if any. The Rab Al Mal is not involved in
the management of the Mudaraba activity. In principle the Mudaraba profit is distributed on declaration or
distribution by the Mudarib. However, since the Mudaraba profit is always reliably estimated it is internally
distributed on a time-apportioned basis over the Mudaraba tenure based on the Mudaraba Capital
outstanding. The Mudarib would bear the loss in case of its default, negligence or violation of any of the
terms and conditions of the Mudaraba contract; otherwise the loss would be borne by the Rab Al Mal,
provided the Rab Al Mal receives satisfactory evidence that such loss was due to force majeure and that
the Mudarib neither was able to predict the same nor could have prevented the negative consequences of
the same on the Mudaraba. Under the Mudaraba contract the Bank may act either as Mudarib or as Rab Al
Mal, as the case may be.

Musharaka

Is an agreement between the Bank and its customer, whereby both parties contribute towards the capital of
the Musharaka (the “Musharaka Capital”). The Musharaka Capital may be contributed in cash or in kind,
as valued at the time of entering into the Musharaka. The subject of the Musharaka may be a certain
investment enterprise, whether existing or new, or the ownership of a certain property either permanently
or according to a diminishing arrangement ending up with the acquisition by the customer of the full
ownership. The profit is shared according to a pre-agreed profit distribution ratio as stipulated under the
Musharaka agreement. In principle Musharaka profit is distributed on declaration or distribution by the
managing partner. However, since the Musharaka profit is always reliably estimated, it is internally
distributed on a time-apportioned basis over the Musharaka tenure based on the Musharaka Capital
outstanding. Whereas the loss, if any, is shared in proportion to their capital contribution ratios, provided
in the absence of the managing partner’s negligence, breach or default, the Bank receives satisfactory
evidence that such loss was due to force majeure and that the managing partner neither was able to predict
the same nor could have prevented the negative consequences of the same on the Musharaka.
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3.  Definitions (continued)
Ijarah

Is an agreement whereby the Bank (the “Lessor”) leases an asset to its customer (the “Lessee”) (after
purchasing or acquiring the specified asset, either from a third party seller or from the customer itself,
according to the customer’s request and based on his promise to lease), against certain rental payments for
specific lease term or periods, payable on fixed or variable rental basis.

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

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

[jarah rentals accrue upon the commencement of the lease and continues throughout the lease term based on
the outstanding fixed rentals (which predominantly represent the cost of the leased assets).

Sukuk
These comprise asset backed, Sharia’a compliant trust certificates.

4. Summary of significant accounting policies

(a) Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) and applicable requirements of United Arab Emirates laws, including the UAE Federal
Law No.2 0f 2015 and Decretal Federal Law No.14 of 2018.

(b) Basis of preparation

The financial statements of the Bank have been prepared on the historical cost basis except for certain financial
instruments and investment properties that are measured at fair values at the end of each reporting period, as
explained in the accounting policies below.

Historical cost is generally based on the fair value of the consideration given in exchange for assets, goods and
services.

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 that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a
liability, the Bank takes into account when pricing the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these financial statements is determined on such a basis, except
for measurements that have some similarities to fair value but are not fair value such as value in use in
IAS 3e.



Ajman Bank PJSC 16

Notes to the financial statements
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4.  Significant accounting policies (continued)

(c) Basis of preparation (continued)

In addition, for financial reporting purposes, fair value measurements are categorised into level 1, 2 or 3
based on the degree to which the inputs to fair value measurements are observable and the significance of
the inputs to the fair value measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

- Level 2 inputs are inputs, other than that quoted prices included within Level 1, that are observable for
the asset or liability either directly or indirectly; and

- Level 3 inputs are unobservable inputs for the asset or liability.

The financial statements are presented in Arab Emirates Dirham (AED) and all values are rounded to the
nearest thousands dirham, except when otherwise indicated.

The principal accounting policies are set out below:

These financial statements incorporate the financial statements of the Bank and entities controlled by the Bank.
Control is achieved when the Bank has:

e power over the investee,
e cxposure, or has rights, to variable returns from its involvement with the investee, and
o the ability to use its power over the investee to affect the amount of its returns.

The Bank reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control listed above.

When the Bank has less than a majority of the voting rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability to direct the relevant activities of the investee
unilaterally. The Bank considers all relevant facts and circumstances in assessing whether or not the Bank’s
voting rights in an investee are sufficient to give it power, including:

e the size of the Bank’s holding of voting rights relative to the size and dispersion of holdings of the
other vote holders;

e  potential voting rights held by the Bank, other vote holders and other parties;
e  rights raising from other contractual arrangements; and

e any additional facts and circumstances that indicate that the Bank has, or does not have, the current
ability to direct the relevant activities at the time that decisions need to be made, including voting
patterns and previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Bank obtains control over the subsidiary and ceases when the
Bank loses control over of the subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the financial period are included in the income statement from the date the Bank gains
control until the date when the Bank ceases to control the subsidiary.

Profit or loss of each component of other comprehensive income is attributable to the owners of the Bank and
to the non-controlling interests even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with the Bank’s accounting policies.
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for the year ended 31 December 2021 (continued)

4.  Significant accounting policies (continued)
(c) Basis of preparation (continued)

All intragroup assets, liabilities, equity, income, expenses and cash flows relating to transactions between
entities of the Group are eliminated in full on consolidation.

Changes in the Bank’s ownership interests in subsidiaries that do not result in the Bank losing control over
the subsidiaries are accounted for as equity transactions. The carrying amounts of the Bank's interests and
the non-controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling interests are adjusted and the fair value
of the consideration paid/payable or received/receivable is recognised directly in equity and attributed to
shareholders of the Parent.

When the Bank loses control of a subsidiary, a gain or loss is recognised in the income statement and is
calculated as the difference between (i) the aggregate of the fair value of the consideration received and the
fair value of any retained interest and (ii) the previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. When assets of the subsidiary are carried at
revalued amounts or fair values and the related cumulative gain or loss have been recognised in the statement
of comprehensive income and accumulated in equity, the amounts previously recognised in the statement of
comprehensive income and accumulated in equity are accounted for as if the Parent had directly disposed of
the relevant assets (i.e. reclassified to profit or loss or transferred directly to retained earnings as specified by
applicable IFRSs).

(d) Cash and cash equivalents

Cash and cash equivalents include cash on hand, unrestricted balances held with Central and other Banks
and highly liquid financial assets with original maturities of three months or less from the acquisition date
that are subject to an insignificant risk of change in their fair value, and are used by the Bank in the
management of its short term commitments.

Cash and cash equivalents are carried at amortised cost in the statement of financial position.

(¢) Due from banks

Due from banks are stated at cost less any amounts written-off and allowance for impairment, if any

(f) Financial instruments

Financial assets and liabilities are recognised when Bank becomes a party to the contractual provisions of
the instrument.

Financial assets and liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and are added to or deducted from the fair value
of the financial assets or financial liabilities, as appropriate, on initial recognition

Business model assessment

The Bank 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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4.

®

Significant accounting policies (continued)

Financial instruments (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 Bank'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

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 Bank's stated objective for
managing the financial assets is achieved and how cash flows are realised.

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:

(@)

(ii)

(iif)

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;

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);

all other financing instruments (e.g. instruments managed on a fair value basis, or held for sale) and
equity investments are subsequently measured at FVTPL. However, the Bank may make the following
irrevocable election/designation at initial recognition of a financial asset on an asset-by-asset basis;
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4.  Significant accounting policies (continued)
(f) Financial instruments (continued)
Financial assets (continued)

(iv) the Bank 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

(v) the Bank may irrevocably designate a financing instruments 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).

Islamic financing and investing assets

Islamic financing and investing assets are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Financing and receivables (including cash and cash
equivalents, Islamic finance receivables, due from banks and other financial institutions, and other
receivables) are measured at amortised cost using the effective profit method, less any impairment.

Profit income is recognised by applying the effective profit rate, except for short-term receivables when
the effect of discounting is immaterial.

(i) Financing instruments at amortised cost or at FVTOCI

The Bank assesses the classification and measurement of a financial asset based on the contractual cash
flow characteristics of the asset and the Bank’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 Bank determines the business models at a level
that reflects how groups of financial assets are managed together to achieve a particular business objective.

The Bank’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.
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4.  Significant accounting policies (continued)

(f) Financial instruments (continued)

Financial assets (continued)

(i) Financing instruments at amortised cost or at FVTOCI (continued)

The Bank has more than one business model for managing its financial instruments which reflect how the
Bank manages its financial assets in order to generate cash flows. The Bank’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 Bank 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 Bank 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 Bank 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.

(ii) Financial assets at FVTPL
Financial assets at FVTPL are:

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

(i1) assets that are held in a business model other than held to collect contractual cash flows or held to
collect and sell; or

(ii1) 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.
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4.  Significant accounting policies (continued)
(f) Financial instruments (continued)
Financial assets (continued)

(iii) Reclassifications

If the business model under which the Bank 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 Bank’s financial assets. During the current period and previous accounting
period, there was no change in the business model under which the Bank 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.

(iv) Impairment

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

Due from banks and other financial institutions
Islamic investments securities at FVTOCI
Islamic financing and investing assets

Other Islamic assets

Off balance sheet exposures subject to credit risk

No impairment loss is recognised on Islamic equity investments.

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 Bank under the contract and the
cash flows that the Bank 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 Bank if the holder of the commitment
draws down the finance and the cash flows that the Bank 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 Bank expects to
receive from the holder, the customer or any other party.
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4.  Significant accounting policies (continued)
(f) Financial instruments (continued)
Financial assets (continued)

(iv) Impairment (continued)

The Bank 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.

(v) 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;

= abreach 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.

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 Bank 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 Bank 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.

(vi) 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 Bank 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.
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4.  Significant accounting policies (continued)
(f) Financial instruments (continued)
Financial assets (continued)

(vii) 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 Bank 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 Bank; or
= the customer is unlikely to pay its credit obligations to the Bank in full.

The definition of default is appropriately tailored to reflect different characteristics of different types of
assets. Further, there are cases where the criteria of 90 days overdue are rebutted based on management
assessment. When assessing if the customer is unlikely to pay its credit obligation, the Bank 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 Bank uses a variety of sources of
information to assess default which are either developed internally or obtained from external sources.

(viii) Significant increase in credit risk

The Bank 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 Bank will measure
the loss allowance based on lifetime rather than 12-month ECL. The Bank’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 Bank 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 Bank compares the internal risk rating of the financial instrument at the reporting date
based on the remaining maturity of the instrument with the internal risk rating when the financial instrument
was first recognised. In making this assessment, the Bank 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 Bank’s historical experience and
expert credit assessment including forward-looking information.
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4.  Significant accounting policies (continued)
(f) Financial instruments (continued)

Financial assets (continued)

(viii) Significant increase in credit risk (continued)

For corporate financing, forward-looking information includes the future prospects of the macroeconomic
indicators like Crude Oil price, GDP growth rate, real estate price index, etc. 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 Bank allocates its counterparties to a relevant internal credit risk grade depending on their credit
quality. The Bank 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 Bank 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 Bank relies on a broad range of forward looking
information as economic inputs, such as: average crude oil prices, real estate Dubai and Abu Dhabi,
inflation, GDP growth rate 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.

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 Bank 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 Bank 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.
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4. Significant accounting policies (continued)

(f) Financial instruments (continued)

Financial assets (continued)

(ix) 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 Bank 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 Bank has an established forbearance policy
which applies for corporate and retail financing.

When a financial asset is modified the Bank assesses whether this modification results in derecognition. In
accordance with the Bank’s policy a modification results in derecognition when it gives rise to substantially
different terms.

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 Bank 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 Bank calculates the modification gain/loss
comparing the gross carrying amount before and after the modification (excluding the ECL allowance).
Then the Bank 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 Bank 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 Bank neither transfers nor retains substantially all the risks and rewards of ownership and continues
to control the transferred asset, the Bank recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Bank retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Bank continues to recognise the financial asset and also
recognises a collateralised financing for the proceeds received.



Ajman Bank PJSC 26

Notes to the financial statements
for the year ended 31 December 2021 (continued)

4. Significant accounting policies (continued)
(f) Financial instruments (continued)
Financial assets (continued)

(ix) Modification and derecognition of financial assets (continued)

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable and the cumulative gain/loss that had been 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.

(x) 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 after 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.

Financial liabilities
(i) Classification and subsequent measurement

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

* Financial liabilities at fair value through profit or loss: the classification is applied to Islamic
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 financial commitments.

Effective profit method

The effective profit method is a method of calculating the amortised cost of a financial liability and of
allocating profit expense over the relevant period. The effective profit rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective profit rate, transaction costs and other premiums or discounts) through the
expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying
amount on initial recognition.



Ajman Bank PJSC 27

Notes to the financial statements
for the year ended 31 December 2021 (continued)

4. Significant accounting policies (continued)
(f) Financial instruments (continued)
Financial liabilities (continued)

(ii) 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 Bank 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.

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 Bank 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 Bank’s revenue recognition policies.

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

The Bank has not designated any financial guarantee contracts as at FVTPL.
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4. Significant accounting policies (continued)

(f) Financial instruments (continued)

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 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 Islamic derivative assets and
liabilities are reported as an asset or liability, as appropriate. Valuation adjustments are included in the fair
value of Islamic derivative assets and Islamic derivative liabilities. Premiums paid and premiums received
are part of Islamic derivative assets and Islamic derivative liabilities, respectively. When derivatives are
used to manage our own exposures, we determine for each derivative whether hedge accounting can be
applied.

(g) Investment in associate

An associate is an entity over which the Bank has significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the power to participate in the financial and operating
policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these financial statements using the
equity method of accounting, except when the investment, or a portion thereof, is classified as held for
sale, in which case it is accounted for in accordance with IFRS 5. Under the equity method, an investment
in an associate is initially recognised in the statement of financial position at cost and adjusted thereafter
to recognise the Bank's share of the profit or loss and other comprehensive income of the associate. When
the Bank's share of losses of an associate exceeds the Bank's interest in that associate (which includes any
long-term interests that, in substance, form part of the Bank's net investment in the associate), the Bank
discontinues recognising its share of further losses. Additional losses are recognised only to the extent that
the Bank has incurred legal or constructive obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity method from the date on which the investee
becomes an associate. On acquisition of the investment in an associate, any excess of the cost of the
investment over the Bank's share of the net fair value of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the carrying amount of the investment. Any excess of
the Bank's share of the net fair value of the identifiable assets and liabilities over the cost of the investment,
after reassessment, is recognised immediately in profit or loss in the period in which the investment is
acquired.

When necessary, the entire carrying amount of the investment (including goodwill) is tested for impairment
in accordance with IAS 36 Impairment of Assets as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs to sell) with its carrying amount.

The Bank discontinues the use of the equity method from the date when the investment ceases to be an
associate, or when the investment is classified as held for sale. When the Bank retains an interest in the
former associate and the retained interest is a financial asset, the Bank measures the retained interest at fair
value at that date is regarded as its fair value on initial recognition in accordance with IFRS 9.
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(g) Investment in associate (continued)

The difference between the carrying amount of the associate at the date the equity method was
discontinued, and the fair value of any retained interest and any proceeds from disposing of a part interest
in the associate is included in the determination of the gain or loss on disposal of the associate. Gain or loss
previously recognised in other comprehensive income by that associate would be reclassified to profit or
loss on the disposal of the associate.

Unrealized gains and losses resulting from transactions between the Bank and the associate are eliminated
to the extent of the interest in the associate.

(h) Property and equipment
Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreci