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ALKHAIRISITHOLDING

Report of the Board of Directors

In the name of Aliah, the Most Beneficial, the Most Merciful, Prayers and Peace be upon
our Prophet Mohammed, His Companions and Relatives.

On behalf of the Board of Directors (“BoD”), it is my privilege to present the annual report
and consolidated financial statements of Alkhair Holding BSC (c) (Formerly: Bank Alkhair BSC
(c) for the year ended 31 December 2021 (the “Company”).

The BoD has been working on the process of surrendering its banking license and conversion
to a holding company, since the approval was granted by the general assembly meeting of
the Company. The Company has successfully fulfilled all the requirements of the Central Bank
of Bahrain {“CBB") and finally surrendered the Banking License back to the CBB on 30t
January 2022. Subsequently, the articles of association of the Company have been changed
to reflect that it is a holding company.

The Strategic Acquisition Fund and AKIIM Sdn Bhd., (formerly Alkhair International Islamic
Bank) are in voluntary liquidation. Alkhair Gayrimenkul Yatirim Ve Ticaret A.S. (formerly
Alkhair Portfoy Turkey), the Turkish subsidiary of the Company, is currently not operational,
and the process to put it and other dormant subsidiaries under voluntary liquidation have
begun.

The BoD remains committed to manage the remaining proprietary assets of the Company
until exits are achieved.

In closing, on behalf of the BoD | would like to extend our sincere appreciation to our
shareholders for their unwavering support and confidence.




ALKHAIRISIIHOLDING

Report of the Board of Directors {continued)

Directors’ Remuneration and executive salaries

In accordance with the Article 188 of Bahrain Commercial Law and amendment degree
N0.28/2020, the details of salaries, bonuses, share in profits, attendance allowances,
representation allowances, expenses, etc. towards administrative, advisory or any other
business paid to the Board of Directors during the year 2021 are disclosed as under:
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First: Independant Directars:
1. Mr. Yousef - - - - - - - - - - - - -
Abdullsh Al
Shelach
Second: Non-Executive Dizectors:
1 WM hiajed Al - - = - - - - - - - - - -
Oasem
2. Dr. Ahmed A1 - - . - - - . - = . - = =
Dehalian
3. Mr. Kheled - = . - - - = - - - -
Shzhean 54,000 54,000
Third: Emecutive Directors:

* Note: All amounts are stated in United States Dollars.,

No variable remuneration has been paid to Directors during the year ended 31 December 2021,




ALKHAIRISITHOLDING

Report of the Board of Directors {continued)

Directors’ Remuneration and executive salaries {continued)

Executive management remuneration

The details of the remuneration paid during the year 2021 to the executive management,
including salaries, benefits etc. are disclosed as under:

Top 6 remunerations 917,905 * - - 917,905

for executives

* Note: All amounts are stated in United States Dollars.

No other in-kind remuneration paid to executive management during the year ended
31 December 2021,

—~

Yousef Abdullah Al-Shelash

Chairman of the Board

29 June 2022




ALKHAIRIEITHOLDING

SHARI'AH SUPERVISORY BOARD REPORT
TO THE SHAREHOLDERS OF
BANK ALKHAIR B.S.C. (c)

Asslamo A’laikom WA Rahmatu Allah WA Barakatuh
In compliance with the terms of our letter of appointment, we are required to report as follows:

The Shari'ah Board, through the Shari'ah department, and under its direct supervision, reviewed the
principles and the contracts relating to the transactions conducted by Bank Alkhair B.S.C. (c) ("the
Bank") and its subsidiaries (together “the Group”) during the year ended 31 December 2021. The
review was conducted in order to form an opinion as to whether the Group has complied with
rules and principles of Islamic Shari'ah and also with the specific fatwa’s, rulings and
guidelines issued by us.

Based on the Articles of Association of the Bank, the Group's management is responsible for
ensuring that the Group conducts its business in accordance with the rules and principles of
Shari'ah while the Shari"ah Board’s responsibitity Is to form an independent opinion, based on our
review of the operations of tha Group, and to report this to you,

We conducted our review through the Shari'ah department and under our supervision which included
examining, on a test basis, each type of transaction and the relevant documentation and procedures
adopted by the Group. We performed our review so as to obtain ali the information and explanations
that we considered necessary in order to provide us with sufficient evidence to give assurance that
the Group has not violated any rules and principles of Shari'ah.

En our opinion:

a) The contracts, transactions and dealings entered into by the Group during the year ended 31
December 2021 are in compliance with the rules and principles of Shari'ah,

b) The Shari'ah Board emphasis that non-Shari'ah compliance issues related to the investment in Taj
Mall project, which were not submitted to the Shar"ah Board for approval befors its execution, and
appear later to be having explicily non-Shari'ah Compliance issues and not being corrected yet
aithough a various Shari'ah Board resolution issued requesting solving the same several times.

) During the year, the Bank has realized no earnings from sources prohibited by Shari'ah .

d) The allocation of profit and charging of losses relating to investment accounts conform to the
basis that had been approved by us in accordance with Shari‘ah rules and principles.

e) The calculation of Zakah is in compliance with the ruies and principles of Islamic Shari'ah
based on AAQIFt Shari'ah standard no. (35) and Accounting standard ne. (9).

We supplicate to Allah the Almighty to grant us success and a straight path.
Wa Asslamo A'laikom Wa Rahmatu Allah Wa Barakatuh.

Sh. Dr. Nizam Mohammad Yaqouby
Chailrman

30 Dhu al-Qa’'dah 1443H - 29 June 2022

ALKHAIR HOLDING B.5.C. {c}
P.0. Box 31700, Manama, Kingdom of Bahraln T+ 973 17566000 | F +973 17566001 | C.R. No. 53462-1
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Tel : +973 1753 0077 17t Floor
I B D O Fax: +973 1791 9091 Diplomat Commercial Office Tower
www.bdo.bh PO Box 787
Manama

Kingdam of Bahrain

Independent auditor’s report to the shareholders of
Alkhair Holding B.S.C. (c) (formerly known as Bank Alkhair B.S.C. {c)

Report on the audit of the consolidated financial statements

Opinion

We have audited the accompanying consolidated financial statements of Alkhair Holding B.S.C. (¢)
(“the Company”) and its subsidiary (together “the Group”), which comprise the consolidated
statement of financial position as at 31 December 2021, and the related consolidated statements of
income, consolidated statement of changes in owners’ equity, consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2021, and the
consolidated results of the operations, changes in owners' equity, its cash flows for the year then ended
in accordance with the Financial Accounting Standards (“FAS”) issued by the Accounting and Auditing
Organisation for Istamic Financial Institutions (“AAQIFI”).

In our opinion, the Company has also complied with the Istamic Shari'ah Principles and Rules as
determined by the Shari’ah Supervisory Board of the Company during the year ended
31 December 2021.

Basis for opinion

We conducted our audit in accordance with Auditing Standards for Islamic Financial Institutions issued
by AAOIFI. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with the AROIFI’s Code of Ethics for Accountants and Auditors
of Islamic Financial Institutions, and we have fulfiiled our other ethical responsibilities #n accordance
with this Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion,

Emphasis of Matter

Without qualifying our opinien, we draw attention to note 2 to the consolidated financial statements
which discusses certain matters relating to the Group’s liquidity position, accumulated losses and
regulatory capital adequacy requirements, implications of these matters for the basis of preparation
of the consolidated financial statements and management’s action plans to deal with these matters.

Our opinion is not modified in respect of this matter.

Other information included in the Group’s consolidated financial statements

Other information consists of the information included in the Board of Directors’ report and the Shari’a
Supervisory Board’s report, other than the consolidated financial statements and our auditor’s report
thereon. The Board of Directors is responsible for the other information.

Our opinion on the consolidated 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 conselidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consotidated financial statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing
to report in this regard.

BDO, a Bahraini registerad specialised partnership, £.R. No. 10201, is a member of BDC international Limited, a UK company limited by guarantee, and
Farms part of the international BDXQ netwoik of independent member firms. _
BDG is the brand name for the BOO International network and for 2ach of the BDO Member Firms.
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Kingdom of Bahrain

Independent auditor’s report to the shareholders of
Alkhair Holding B.S.C. (c) (formerly known as Bank Alkhair B.5.C. (c)) (continued)

Report on the audit of the consolidated financial statements (continued)

Responsibilities of the Board of Directors for the consolidated financial statements
These consolidated financial statements and the Group’s undertaking to operate in accordance with
Islamic Shari’ah Rules and Principles are the responsibility of the Group's Board of Directors.

The Board of Directors is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with AAOIFI and for such internal control as the Board of Directors
determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 AAOIFI 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 consolidated financial statements.

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

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

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

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Directors.

o Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of
accounting and, based on the audit evidence cbtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concermn. 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 consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Qur 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 Group to cease to continue as a going concern.

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

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

audit, We remain solely responsible for our audit opinion. )
BDO, a Bahraini registered specialised partnership, C.R. No. 10201, is a member of BDO International Limited, a UK company limited by guarantee, and
forms part of the intermational BDO network of independent member frms.
BDO is the brand name for the BERO International network and for each of the BDC Member Firms.
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Independent auditor’s report to the shareholders of
Alkhair Holding B.S.C. (c) (formerly known as Bank Alkhair B.S.C. (c)) (continued)

Report on the audit of the consolidated financial statements {continued)

Auditor’s responsibilities for the audit of the consolidated financial statements

We communicate with those charged with govemance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencles 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 consolidated financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditer'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.

Report on other legal and regulatory requirements
(A} As required by the Bahrain Commercial Companies Law with respect to the Company, we report
that:

(1) we have obtained all the information we considered necessary for the purpose of our audit;

(2) the Company has maintained proper books of account and the financial statements are in
agreement therewith;

{3) the financial information disclosed in directors report is consistent with the books of accounts of
the Company; and

(3) Except for the matters discussed in the Sharia Supervisory Board report dated 29 June 2022 we
are not aware of any other breaches of the Shari'a rules and principles as determined by the
Shari'a Supervisory Board of the Company the financial information disclosed in Chairman’s report
is consistent with the books of accounts of the Company.

(B) As required by the Ministry of Industry, Commerce and Tourism in jts letter dated 30 January 2020 in
respect of the requirements of Article 8 of Section 2 of Chapter 1 of the Corporate Governance Code,
we report that:

(1) the Company has appointed a corporate governance officer; and
(2) the Company has Board approved written guidance and procedures for corporate governance.

In addition, we report that, nothing has come to our attention which causes us to believe that the Company
has breached any of the applicable provisions of the Bahrain Commercial Companies Law or its Memorandum
and Articles of Association, which would materially affect its activities, or its financial position as at
31 December 2021,
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BDO, a Bahrainf registered specialised partnership, C.R. No. 10201, is a member of BDO International Limited, a UK company limited by guarantee, and
forms part of the intemational BBQ network of independent member firrns. ]
BDG i the brand name for the BDO Intematfonal network and for each of the BDO Member Firms.
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Sge Auditor's Repod dated
Signed by BDO, CR Mo, 10

Mzzl

201-04

Partner: Samsan Kattuvattij

Req. No, 239
Signature:

AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2021

ASSETS

Cash and balances with banks
Financing receivables
Investments

Investment in associates
Investment in real estate
Other assets

Assels held-for-distribution
Equipment

TOTAL ASSETS

LIABILITIES AND QWNERS' EQUITY

Liabilitias
Due to financial institutions and customers
Other liabllities

Total lfahkilities
Owners' aquity
Share capital
Statutory reserve
Fair value reserve

Foreign currency franslation reserve
Accumulated losses

Equity atiributable to shareholders of the Bank

Neon-controlling interests
Total equity
TOTAL LIABILITIES AND OWNERS' EQUITY

ry

Yousef Abdullah Al-Shelash
Chairman

31 December 21 December

2021 2020

Notes iss 000 Uss$ 000
5 6,979 9,208
6 - 782
7 43,716 63,696
8 143,770 126,978
9 177,102 177,059
10 9,886 12,340
18 186 1678
# 38

381,671 391,968

11 270,300 264,596
12 10,147 11,897
280,447 276,293

13 207,962 207,962
664 864

179 179
(2,158) (2,470)
(182,571) {164,911)

24,076 41,424

77,148 74,252

101,224 115,676

381,6M 391,969

Majid Al Qasem
Vice Chairman




See Auditar's Report dateq 249 / é / 22.

Signed by 8DO, CR Mo, 10201-04
Partner: Samson Kattuvattil

Reg. No. 239

Signature;

AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))
CONSOLIDATED STATEMENT OF INCOME
For the year ended 3t December 2021

31 December 31 December
2021 2020
Notes Usg 000 USE 000

Income from non-banking operations 14 16,132 14,897
Profit from investments - net 16 948 -
Fees and commission income 15 - 2,875
Share of profit from associates - net 8 - 4,546
Other income 390 1,784
Total income 17.477 24,102
Expenses of non-banking operatlons 14 10,264 10,670
Finance expense 16,426 15,583
Share of loss from associates - net 8 3,395 -
Loss from investmants - net 16 - 5512
Staff cost 952 1,056
General and administrative expenses 17 1,122 1,743
Depreciation and amortisation of right-of-use asset 55 18
Foreign exchange loss - net g 3
Total expenses 32,220 34,590
Loss for the year before impairment and discontinued
operations (14,743} {10,488)
Income from assets held for distribution and discontinuad
operations 18 587 1,572
Impairment charge 8 {808) -
Net loss for the year {14,784) (8,916)
Attributable to:

Shareholders of the Bank (17,660} {11,376)

Non-controlling interasts 2,896 2,460

{14,764} {8,916)
3 g
~3_
E
Yousef Abdullah Al-Shelash Majld Al Qasem

Chairman Vice Chairman
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AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2021

31 December 31 December

2021 2020
Uss$ 000 US$ ‘000
Net loss for the year {134,764) {8,916)
Adjustments for:
Loss / {income) from investments - net (948) 5,512
Share of loss / {profit} from associates - net 3,305 {4,548)
Depreciation and amortisation of right-of-use asset 55 18
Gain on disposal of investment property - (850)
Impairment charge 608 -
(11,654) (8,782)
Changes in:
Financing receivables 782 {782%
Other assets’ 2,417 (1,392)
Due to financial institutions and customers 5,704 18,592
Asset held for distribution 1,692 (1,567)
Other liabilities {1,550} (7.056)
{2,609) {987)
INVESTING ACTIVITIES
Sale of equipment - net - 46
Additions in Equipment (11) -
Proceeds from sale of investments . 1,968
Purchase of investments - (298)
Changes in investment in real estate (44) 7,843
Dividend received 353 352
Net cash from Investing activities 298 9,011
FINANCING ACTIVITY
Repayment of financing liabilities - (887}
Net cash used in financing activity - (887)
NET (DECREASE) / INCREASE IN GASH AND CASH EQUIVALENTS (2,311) 8,037
Effect of exchange rate changes on cash and cash equivalents {8) (4)
Cash and cash equivalents at the beginning of the vear 9,298 1,265
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 6,979 9,298
Cash and cash equivalents comprise:
Cash and balances with banks 6,979 9,298

Non-cash transactions:

The following transaction entered, which was excluded from the statement of cash flows being non-cash

transaction:

- the liquidation of the Strategic Acquisiion Fund with resulted in-kind distribution of shares in

investment in an associate amounting to USD20,828,
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AlKhair Holding B.S.C.(¢c) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

1 CORPORATE INFORMATION AND ACTIVITIES

a) Incorporation

AlKhair Holding B.S.C.(c) ("the Company™) (formerly known as Bank Alkhair B.S.C. (¢)) and its subsidiary (collectively
referred as “the Group™) was incorporated in the Kingdom of Bahrain and registered with the Ministry of Industry,
Commaerce and Tourism under Commercial Registration No. 53462 on 29 April 2004. The Bank's registered office is at
the 15th floor, West Tower Bahrain Financial Harbour, Building No. 1459, Road No. 4626, Manama Sea Front 346,
Kingdom of Bahrain.

Shareholders of the Company at an Extra Ordinary General Mesting held on 22 February 2018 have approved a
restructuring which will, inter alia, involve; the surrender of the Companying license and the conversion of the Company
into a holding company. The appropriate application was submitted with the CBB. The CBE vide its letter dated 13
September 2021 has given its in-principle no objection to proceed with the surrendaring of the Companying license. In
addition, subsequent to the mandatory cessation of business notice period the CBB has granted the final approval vide
its letter dated 27 October 2021 for the surtender of the License. The Company has applied for amendment to its
records and initiated the legal formalfities with the Ministry of Industry, Commerce and Tourism on 14 December 2021,
Tthe formalities have been completed subsequently with the Ministry on 30 January 2022, Eventually, the CBB vide its
latter dated 17 February 2022 has notifiod that the Company's license has been cancelled and records have been
removed from the CBB's register.

b)  Activities

The Compary ar its subsidiaries (together referred to as "the Group”) have completed the process or restructing and
converted the Bank into a holding company as approved by its shareholders. Further, during the year, the liquidation of
the Strategic Acquisition Fund has been completed with the Campany receiving an in-kind distribution of shares in an
unquoted equity security, increasing its shareholding within the Kingdom of Bahrain.

These consolidated financial statements, set out on pages & to 43, were approved and authorised for issue by the
Board of Directors on 29 June 2022,

2 BASIS OF PREPARATION

Statement of compliance

The consolidated financial statements have been prepared in accordance with the Financial Accounting Standards
issued by the Accounting and Auditing Organisation for Islamic Financial Institutions ('AAOQIFT"), tha Shari'a Rules and
Principles as determined by the Shari'a Supervisory Advisor of the Group. For matters for which no AAQIF| standard
exists, the Group uses the relevant International Financial Reporting Standards (‘the IFRS") issued by International
Accounting Standards Board.

Basis of measurement

The consolidated financial statements have been prepared under the historical cost convention except for certain
Investments and investment in real estate which are carried at fair valee. The consolidated financial statements are
presented in United States Dollars (US$), being the functional currency of the Group's operstions. All financlal
information presented in US$ has been rounded to the nearest thousands, except when otherwise indicated.

Going concemn

As at 31 December 2021, the management has taken a number of initiatives including discussions with creditors who
have shown willingness in the past to roll over short term placements, putting together a robust assets sales plan and
particularly the ongoing support from major sharcholders who have also in the past provided support when it was
neaded. The management has completed the restructuring process and converted the Bank into a hokding company as
approved by the shareholders and the CBB. The Board of Directors has reviewed thase initiatives and is satisfied with
the appropriateness of the going concern assumption for preparation of the consolidated financial statements.

Moreaver, the accumulated deficit of the Group aexcesded 50% of its paid-up capital as at the raporting date. The
Bahrain Commercial Companies Law requires that, where the accumulated losses of the Group exceed its share capital
by more than 50%, the shareholders should resolve to continue with the operations of the Group.

i



AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

2 BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and Its subsidiaries as at and
for the year ended 31 Decambor each year. The financial statements of the subsidiaries are preparad for the same
reporting year as the Company, using consgistent accounting policies.

All Intra-group balances, iransactions, income and expenses and profits and losses are ellminated in full on
consolidation.

Subsidiaries are fully consolidated from the date; control Is transferred to the Company and continue to be consoclidated
until the date that control ceases. Gontrol is achieved where the Company has the power to govem tha financial and
operating policies of an entlty so as to obtain benefits from its activities.

Non-controlling interest in subsidiaries’ net assets is reported as a separate item in the Group's owners' equity. In the
consolidated statement of income, non-contralling interest Is included in net profit, and shown separately from that of
the shareholders.

Non-controlling interests consist of the amount of those interests at the date of the original business comblination and
the non-controlling interests’ share of changes in owners’ equity since the date of comblnation. Losses applicable to the
non-centrolling interest in excess of the non-controlling interest in subsidiaries’ equity are allocated against the interests
of the Group except to the extent that the non-controlling interest has a binding obligation and is able to make an
addltional investment to cover the losses. '

Transactions with non-controlling interests are handled in the same way as transactions with extemal parties. Sale of
participations to non-controlling interests result In a gain or loss that is recognised in the consolidated statement of
income. Changes In the ownership interast in subsidiaries that do not result in a loss of control are accourted for as
equity transaction.

The following are the principal subsidiaries of the Company, which are consolidated in these consolidated financial
statements:

Yearof Countryof
Ownership Ownership Incorporation/  Incorporal-

Subsidiary 2021 2020 Acquigition ion Principal activity
Al-Tajamoust for 50.6% 50.6% 2013 Jordan It was incorporated in January 2004 and its
Touristic Projects activities are real estate property investment,
Co Ple development, ownership and operation of a

shopping mall in Amman.

Alkhair 99 6% 99.6% 2007 Turdeey The enfity was established to provide
Gayrimenkul investment consultancy and asset management.
Yatirim Ve Ticaret Dus to restructuring at group level, financial
AS services license of the ontity was sutrendsred
({formery Alkhair and converted to a real estate and trading
Portfoy Yonetimi company. The Company is in the process of
AS.) Initlating veoluntary liquidation proceedings for
the same
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AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year endad 31 December 2021

2 BASIS OF PREPARATION {continued)

Year of  Country of
Ownership Ownership Incorporation/  Incorporat-

Subsidiary 2021 2020 Acquisition ion Principal activity
AK!M Sdn Bhd 100% 100% 2004 Malaysia It was established in 2004 to source invastment
(fermerly Alkhair opportunities in the Far East and monitor the
International performance of the acquired companies on
|slamic Bank behalf of the Company and investors and to
Malaysla Berhad) establish distibution channels for the Group. In

2007, Alkhair Intemational islamic Company
Malaysia Berhad was granted an investment
Companying license by Company Negara
Malaysia to cary out investment Companying
activity in currencies other than the Malaysian
Ringgit.

Due to restructuring at group leval, in 2019,
Companying license was surrendered to the
regulator (Company Negara Malaysia) and the
entity was converted into Sdn Bhd. The entity
has been put on voluntary liguidation and the
control has been transferred to llquidator,
therefore, the entity has been deconsolidated
and classified as held-for-distribution in the
financial statements.

The Company has other special purpose entities (SPE's} hokiing companies and subsidiaries which are set up to
supplement the activities of tha Company and its principal subsidiaries.

Business combination

Business combinations are accounted for using the acquisition method as at the acquisition date i.e. when control is
transferred to the Group. The consideration transferred in the acquisition is generally measured at fair value, as are the
identifiable net assets acquired. Any goodwill that arises is tested annually for impairment. Any gain on a bargain
purchase is recognised in the consclidated statement of income immediately. Transaction costs are axpensed as
incurred, except if they are related to the Issue of debt or equity securities.

The consideration transferred does not include amounts related to the settiement of pre-existing relationshlps. Such
amounts are generally recognised in consolidated statement of income. Any contingent consideration payable is
measured at fair value at the acquisition date. If the contingent consideration is classified as equity, then it is nat
remeasured and settlement is accounted for within equity. Otherwise, subsequent changes in the fair value of the
contingent considaration are recognised in consolidated statement of income.

If share-based payment awards (replacement awards} are required to be exchanged for awards held by the acquiree's
employess (acquiree's awards) and relate to past services, then all or a portion of the amount of the acquirer's
replacement awards is Included in measuring the consideration transfarred in the business combination. This
determination is based on the market-based value of the replacement awards compared with the market based value of
the acquirse’s awards and the extent to which the replacement awards relate to pre-combination service.
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AlKhair Holding B.S.C.(¢) (formerly known as Bank Alkhair B.S.C. (¢))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

3 SIGNIFICANT ACCOUNTING POLICIES

a) Cash and cash equivalents
Cash and cash equivalents as referred to in the consolidated statement of cash flows comprise cash in hand, balances
with banks and placements with financial institutions with an original maturity of three months or less.

b) Placemante with financial institutions
These comprise interbank placements mainly made using Sharia compliant contracts. Flacements are usually for short-
term and are stated at their amortised cost.

¢) Financing receivables

Financing receivables comprise Sharla compllant financing contracts with fixed or determinable payments. These
include financing provided through Murabaha contracts. Financing assets are recognised on the date they are originated
and ara carried at thair amortised cost.

d) Investments
Investments comprise equity-type instruments at fair valus through statement of income and debt-type instruments at
amortised cost.

Equity-type instrurnents at fair value through statement of income

These include equity-type investments held for trading purposes and those investments that are designated under this
category on inifial recognition. Subsaquent o acquisition, investments designated at fair value through consolidated
statement of incomne are re-measured at fair value with unreallsed gains or losses recognised in consolidated statement
of income,

Debf-type insiruments af amoriised cost

Debt-type instruments which are managed on a contractual yield basis and are not held for trading and has not been
designated at falr value through statement of income are classified as debt-type instruments at amortised cost. Such
investments are carried at amortised cost, less provision for Impairment in value. Amontised cost is calculated by taking
into account any premium or discount on acquisition. Any gain or loss on such investment is recognised in the
cansolidated statement of income, when the investment Is de-recognised or impaired.

e} Investmentin associates
Associales are those entities in which the Group has significant influence but no control or joint control over the financlal
and operating policies. Significant influence is presumed to exist when the Group holds between 20% and 50% of the
voting power of another entity.

On initial recognition of an associate the Group makes an aceounting policy choice as to whether the associate shall be
equity accounted or designated as at fair value through Income statement. The Group makes use of the exemption in
FAS 24 - Investment’ in Assoclates for venture capital organisation and designates certain of its investment in
associates, as ‘equity-type instruments at fair value through statement of income'. These investments are managed,
svaluated and reported intemally on a fair value basis,

If the equity accounting method is chosen for an associate, these are Initially recognised at cost and the carrying
amount is increased or decreased to recognise the investor's share of the profit or loss of the Investeas after the date of
acquisition. Distributions received from an investae reduce the carrying amount of the Investment. Adjustments to the
carrying amount may also be necessary for changes in the investor's proportionate interest in the investees arising from
changes in the investes's equity.

When the Group's share of losses exceeds its interest in an associate, the Group’s carrying amount is reduced to nil
and recognition of further losses is discontinued except to the extent that the Group has incurred legal or constructlve
obllgations or made payments on behalf of the associates.
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AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the yaar ended 31 December 2021

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
&) Investment in assoclates {continued)

Any excess of the cost of acquisition ovar the Group's share of the net fair value of the identifiable assets, liabilities and
contingent liabilities of an associate at the date of acquisition is recognised as goodwill, and included within the carrying
amount of the investment. When the excess Is negative, a bargain purchase gain is recognised immediately in the
consolidated statement of income.

if the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the
amounts previously recognised in equity is reclassified to the consolidated statement of income where appropriate.

f) Investmentin real estate

Properties held for rental or for capilal appreciation purposes or both, are classified as investment In real estate.
Investments in real estate are initially recorded at cost, being the fair value of the consideration given and acquisition
charges assotiated with the property. Subsequent to initial recognition, Investments in real estate are re-measured at
fair value and changes in fair value (only gains} are recognised as property fait value reserve in the consolidated
statement of changes in owners’ equity.

Losses arising from changes in the fair values of investment in real estate are firstly adjusted against the property fair
value raserve to the extent of the avallable balance and then the remaining losses are recognised In the consolidated
statement of income, If there are unrealised losses that have been recognised in the consolidated statement of income
in the previous financial periods, the current period unrealised gain shall be recognised in the consolidated statament of
income to the extent of crediting back such previous losses in the consolidated statement of income. When the property
is disposed of, the cumulative gain previously transferred to the property fair value reserve, s transferred to the
consolidated statement of income,

g) Equipment

Equipment includes computers, office equipment, fidures and fittings. Equipment is recorded at cost kess accurulated
depreciation. Depreciation is computed using the straight-line method to write-off the cost of the assets over their
estimated useful llves ranging from 1 to 8 years. The assets residual values and useful lives are reviewed and adjusted
if appropriate at each reporting date.

h) Due to financial institutions
These comprise funds from financlal institutions recelved on Sharia compliant contracts. Due to financial institutions are
stated at their amortised cost.

i) Due to customers
These comprise funds payable to corporate customers received using Sharia compliant contracts. Due to customers
are stated at their amortised cost.

1} Revenue recognition

Revenue is recognised when it is probable that future economic benefits will flow 1o the Group and the amount of the
ravenue can be reliably measured. Revenue eamed by the Group and gain ! loss on assels are recognised on the
following basis:

Dividend income
Dividend income is recognised whan the Group's right to receive the payment is established,

Gain / {loss) on sale of investments (realised gain / floss)

Gain / (loss) on sale of investments (realised gain / {loss)) is recognised on trade date at the time of derecognition of
the Investment securities. The gain or loss is the difference between the carrying value on the trade date and the
consideration received or recelvable.
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AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

J} Revenue recognition (continued)

Fair value gain / {loss) on investments (unrealised gain or loss)

Fair value gain / (loss} on investments {unrealised gain of loss) is recognised on each measurement date in
accordance with the accounting policy for equity-type instruments carried at fair value through income statement (refer
note 3 d).

Feas and Commission income

Fees and Commission income represents advisory fees, arrangement fees, management fees and brokerage fees.
Fees and Commission income s recognised at the fair value of consideration received or receivable and when the
service is provided and income is eamed. This is usually when the Group has parformed all significant acts in relation to
a transaction and it is highly probable that the. economic benefits from the transaction will flow to the Group. Significant
acts in relation to a transaction are determined based on the terms for each transaction.

Finance income and expenseo
Finanes income and axpense is recognised using effective profit rate.

Income from non-banking operations
This consists of income from Al-Tajamouat for Touristic Profects Company PLC (lease income).

Lease income
Lease income is recognised on straight-line basis over the term of the lease. Lease incentives granted are recognised
as an integral part of the total rental income, over the term of the lease.

Reverniue from a contract to provide services

Revenue from a contract to provide services Is recognised by reference to the stage of completion of the contract, when
the outcome of the transaction and related revenue and cost can be measuraed rellably, and that economic benefit flows
to the Group.

k} Employees' end of service benefits

Bahraini employees are covered by the Sogial Insurance Organisation scheme which comprises a defined contribution
scheme to which the Group contributes a monthly sum based on a fixed percentage of the salary. The contribution is
recognised as an expense in the consoclidated statement of income.

The Group provides end of service benefits to its non-Bahraini employees. Entitlement to these benefits is usually based
upon the employees’ length of service and the completion of a minimum service petiod. The expected costs of these
benefits which comprise a defined benefit scheme are accrued over the period of employment basad on the notional
amount payable if all employees had left at the statement of financial position date.

I} Earnings prohibited by Sharia

The Group is committed io avoid recognlsing any income generated from non Islamic sources. Accordingly all non
Islamic income |s credited to a charity account and these funds are used for charitable purposes.

m} Zakah
The Group is not obliged to pay Zakah on behalf of its shareholders. Howaver, the Group is required to calculate and
notify individual sharehoidars of their pro-rata share of the Zakah payable amount.

n) Provision for taxation
There is no tax on corporate income in the Kingdom of Bahraln. Taxation on foreign operations is provided in
accordance with the fiscal regulations of the respective countries in which the subsidiaries operate.

o) Impairment of financial assets

An assessment is made at each consolidated statement of financial position date 1o detormine whather there is
objective evidence that a specific financial asset may be impaired. If such evidence exisis. any impairment loss is
recognised in the consolidated staternent of income. Specific provisions are created to raduce all impaired financial
contracts to their realisable cash equivalent value. Financlal assets are wiitten off only in clrcumstances where
effectively all possible means of recovery have been exhausted.
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AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

3 SIGNIFICANT ACCOUNTING POLICIES {continuad)

o) Impalirment of financial assets {continued)

If, in & subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to
an avent occurring after the impairment value was recognised, the previously recognised impairment loss on debt-type
instruments is reversed. Any subsequent reversal of an impairment loss is recognised in the consolidated statement of
income.

p) Forelgn currency transactions

ltems included in the consclidated financial statements of the Group are measured using the currency of the primary
economic enviranment in which the entity operates ('the functional currency'). The consalidated financial statements are
presented in US$ (United States Dollar} which is funclional and presentation currency of the Bank.

Foreign currency transactions are translated using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such fransactions and from the translation at year-
end exchange rales of monetary assets and liabilities denominated in foreign currencies are recognised in the
conselidated statement of income. Translation differences on non-monetary ltems carried at their fair value, such as
certain ecuity securities measured at fair value through equity, are included in investments falr value résarve.

Other group comparnies

As at the reporting date, the assets and llabilities of subsidiaries, associates and joint venture are translated into the
Company's functional currency et the rate of exchange preveiling at the reporting date, and their statements of income
are translated at the average exchange rates for the year. Exchange differences arising on translation are taken directly
to a separate reserve in owners' equity. On disposal of a foreign entity, the deferred cumulative amount recognised in
equity relating to that particular foreign operation is racognised in the consolidated statement of income.

q) Offsetting of financial instruments

Financial agsets and financial liabilitics are only offset and the net amounts reported in the consolidated statement of
financial position when there is a legally enforceable right to set off the recognised amounts and the Group intends to
either settle these on a net basis, or intends to realise the asset and settle tha liability simultansously.

r} Statutory reserve

The Bahrain Commercial Companies Law requires that 10 percent of the annual net profit be appropriated to a statutory
resarve which is nomally distributable only on dissolution. Appropriations may cease when the reserve reaches 50
percent of tha paid up share capital.

s} Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of resources embodying economic benefits will ba required to settle the obligation and
a reliable estimate ¢an be made of the amount of the obligation. A provision for restructuring is recognised when the
Group has approved a detailed and formal restructuring plan, and the restructuring either has commenced or has been
announced publicly. Future operating losses are not provided for.

t) Contingent liabilities and contingent assets

Contingent liabilities are not recognised in the consolidated financial statements, but are disclosed unless the possibility
of an outflow of resourcas embodying economic benefits is probable. Contingent assets are not recognised in the
consolidated financlal staterments, but are disclosed when an inflow of sconomic benefits is probable.

u} Financial guarantees

Financial guarantaes ara contracts that require the Group to make specified payments to reimburse the holder for a loss
it incurs because a spacifiad debtor fails to make payment when due in accordance with ihe terme of 3 dabt instrument.
Loan commilments are firn commitments to provide credit under pre-specified terms and commitments. Financial
guarantee liabilities are recognised initially at their fair value, and the initial fair value is amortised over the life of tha
financial guarantee. The financial guarantee fiability is subsequently carried at the higher of this amortised amount and
the present value of any expected payment when a payment under the guarantee has become probable.
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AlKhair Holding B.S.C.(¢) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

v) Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from the
contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is measured at
the present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing
with the contract.

w) Leases

Payments under operating lease ara recognised in the consolidated statement of income on a straight line basis over
the term of the lease. Lease incentives are recognised as an integral part of the toial lease expense, over the term of
the lease.

x) Sharia supervisory hoard
The Group's business activities are subject to the supervision of a Sharia supervisory board consisting of three
members appointed by the general assembly of shareholders.

y} Trade date accounting
All "regular way" purchases and sales of financial assets are recognised on the trade date, l.e. the date that the Group
commits to purchase or sell the asset.

z) Judgements and estimates

in the process of applying the Group’s accounting policies, management has used its judgements and made estimates
in determining the amounts recognised in the consolidated financial statements. The most significant use of judgements
and estimates ara as follows: ’

Classification of invesiments

Management decides on acquisition of an investment whether it shoukd be classified as equity-type Instrument at fair
value through statement of income, equity-type instrument at fair value through equity, debt-type instrument at fair value
through statement of Income or debt-type instrument at amortised cost.

Special purpose entities

The Group sponsars the formation of Special Purpose Entities ("SPE") primarily for the purpose of allowing clients to
hold investments. The Group provides corporate administration, investment management and advisory services to
these SPEs, which involve the Group making decisions on behaif of such entities. The Group administers and manages
these entities on behalf of its clients, who are by and large third parties and are the economic beneficiaries of the
undsrlying investments. The Group does not consolidate SPEs that it does not have the power to control. In detarmining
whether the Group has the power to contrel an SPE, judgments are made about the objeclives of the SPE's activities,
itz exposure to the risks and rewards, as well as about the Group intention and ability to make operational decisions for
the SPE and whether the Group darives benefits from such decisions.

Fair valuation of investments

The determination of fair values of unquoted investments requires management to make estimates and assumptions
that may affect the reported amount of assets at the date of consolidated financial statements. Investments in funds or
similar investmant entities are carried at the latest net asset valuation provided by the fund administrator.

Nonetheless, the actual amount that is realised in a future transaction may differ from the current estimate of fair value
and may still be outslde management estimates, given the inherent uncertainty sumounding valuation of unguoted
investments.

Impairment of financing recelvables

Each counterparty exposure is evaluated individually for impairment and is based upon management's best estimate of
the present value of the cash flows that are expected to be received. In estimating these cash flows, management
makes judgements about a counterparty's financial situation and the net realisable value of any underlying assets
collaterals. Each impaired asset is assessed on its merits, and the workout strategy and estimate of cash flows
considered recoverable are independenily evaluated by the Risk Management Department. All individually significant
financing receivables are tested for specific impairment. Those found not to be specifically impaired are then collectively
assessed for any impairment that has baen incurred but not yet identified.
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AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.S.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021

3 SIGNIFICANT ACCOUNTING POLICIES (¢continued)
z) Judgements and estimates (continuad)
impairment of financing receivables (continued)

Financing receivables that are not individually significant are collectively assessed for impairment by grouping together
assets with similar risk characteristics.

in assessing collective impairment, the Group uses historical trends of the probability of default, the timing of recoveries
and the amount of loss incurred, adjustad for management’s judgement as to whether current economic and credit
conditions are such that the actual losses are likely to be greater or lesser than suggested by historical trends.

An impairment loss in respect of a financing raceivables measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset's original
effective profit rate. Losses are recognised inconsolidated of income and reflected in an allowance account against
financing receivable.

Profit on the impaired asset does not continue to be recognised. When an event occurring after the impalrment was
recognised causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed through
consolidated statement of incoma.

Valuation of investment In real estate

The Group obtains valuations performed by external independent property valuers in order to determine the fair value of
ite investment properties. These valuations are based upon assumplions including future rental income, anticipated
maintenance costs and the appropriate discount rate. The independent property valuers also refer to market evidence
of transaction prices for similar properties.

Going concern

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

4 PROSPECTIVE CHANGES IN ACCCUNTING POLICIES

New standard issuesd and adopted

The following new standard, amendment 1o existing standard or interpretation to published standard is mandatory for
the first time for the financial year beginning 1 January 2021 and has been adopted in the preparation of these
consolidated financial statements:

Effactive for annual

Standard or periods beginning
interpretation Title on or after
FAS 32 ljarah 01-Jan-21
FAS 32 ljarah

FAS 32 sets out principles for the classification, recognition, measurement, presentation and disclosure of ljarah {ljarah
asset, including different forms of ljarah Muntahia Bittamleek) transactions entered into by the islamic financial
institutions as a lessor and lessee.

The Group has applied FAS 32 "jarah" from 1 January 2021. The impact of adoption of this standard is disclosed in (b)
below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4 PROSPECTIVE CHANGES IN ACCOUNTING POLICIES (continued)

New standard issued and adopted {continued)
FAS 32 [jarah {continued)

{a) Change in accounting policy

Idantifying an ljarah

At inception of a contract, the Group assesses whether the contract is ljarah, or contains an ljarah. A contract is ljarah,
or contains an ljarah if the contract transfers the usufruct {but not control) of an identified asset for a period of time in
exchange for an agreed consideration. For ljarah contracts with multiple components, the Group accounts for each
llarah component within a contract separately from non-ljarah components of the confract {e.g. service fee,
maintenance charges, toll manufacturing charges ete. ).

Meastrement

For a contract that contains an ljarah component and one or more additional ljarah or non-ljarah components, the
Group allocates the consideration in the contract to each ljarah component on the basis of relative stand-alone price of
the ljarah component and the aggregate estimated stand-alone price of the non-liarah components, that may be
charged by the lessor, or a similar supplier, to the lessae,

At the commencement date, a lessee shall recognise a right-of-use (usufruct) asset and a net ijarah liability.
1) Right-of-use {usufruct) asset

On initial recognition, the lessee measures the right-of-use asset at cost. The cost of the right-of-use asset comprises
of:

- The prime ¢ost of the right-of-use asset;
- Initial direct costs incurred by the lessee; and
- Dismantiing or decommissioning costs.

The prime cost is reduced by the expected terminal value of the underlying asset. If the prime cost of the right-of-use
asset is not determinable based on the underlying cost method {particularly in the case of an operating’ ljarah). The
prime cost at commencement date may be estimated based on the fair value of the total consideration paid/ payable
{i.e. total ljarah rentals) against the right-of-use assets, under a similar transaction. As per the group’s assessment, at
the time of implementation the fair value of right-of-use assets are equal to the net ljarah liability,

After the commencement date, the lessee measures the right-of-use asset at cost less accumutated amottisation and
impairment losses, adjusted for the affect of any ljarsh modification or reassessment.

The Group amortises the right-of-use asset from the commencement date {0 the end of the useful economic life of the
right-of-use asset, according to a systematic basis that is refloctive of the patter of utilization of benefits from the right-
of-use asset. The amortizable amount comptises of the right-of-use asset less resldual value, if any.

The Group determines the ljarah term, including the contractually binding period, as well as reasonably certain optional
periods, including:

- Extension periods if it is reasonably certaln that the Group will exsrcise that option; aridf or

- Termination options if it is reasonably certain that the Group will not exercise that option.

The Bank camies out impairment assessmant in line with the requirements of FAS 30 “Impairment, Cradit Losses and
Onerous Commitments” to determine whether the right-of-use asset is impaired and to account for any impairment
losses. The impairment assessmant takes into consideration the salvage value, If any. Any related commitments,
Including promises to purchase the underlying asset, are also considered in line with FAS 30 *Impairment, Credit
Losses and Onerous Commitments”.

iy Net ijarah liability
The net ijarah liability comprises of the gross ljarah liabillty, plus deferred ljarah cost (shown as a contraliability).

The gross ljarah liability are initially recognised as the gross amount of total ljarah rental payables for the ljarah term.
The rentals payable comprige of the following payments for the right to use the underlying asset during the ljarah term:

- Fixed ljarah rentals less any incentives receivable;
- Variable ljarah rentals including supplementary rentals; and

- Payment of additional rentals, If any, for terminating the ljarah {if the liarah term reflects the lessee exercising the
termination option).
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4 PROSPECTIVE CHANGES IN ACCOUNTING POLICIES {continued)
New standard issued and adopted {continued)
FAS 32 ljarah (continuad)

i) Net fjarah fiability (continued)
Advance rentals paid are netted-off with the gross ljarah liability,

Variable ljarsh rentals are ljarah rentals that depend on an index or rate, such as payments linked to a consumer price
index, financlal markets, regulatory benchmark rates, or changes in market rental rates. Supplementary rentals are
rentals contingent on certain items, such as additional rental charge after provision of additional services or incurring
major repair or maintanence. As of 31 December 2021, the Group did not have any contracts with variable or
supplementary rentals.

After the commencement date, the Group measures the net ljarah liability by

- Increasing the net camying amount to reflect retum on the ljarah liabillty (amortisation of deferred ljarah cost);
- Reducing the carrying amount of the gross ljarah liability to reflect the ljarah rentals paid; and

- Re-measuring the carrying amount in the event of reassessment or modlfications to ljarah contract, or io reflect
ravised ljarah rentals.

The defarred |jarah cost is amortisad to income over the ljarah terms on a time proportionate basis, using the effective
rate of retumn method. After the commencement date, the Group recognises the following in the income statement:

= Amortisation of deferred ljarah cost; and
- Variable ljarah rentals (not already included in the measurement of ljarah liability) as and when the triggering events/
conditions ocour

fjarah contract madifications
After the commencement date, the Group accounts for ljarah contract modifications as follows:

- Change in the ljarah term: re-calkculation and adiustment of the right-of-use asset, the ljarah liability, and the deferred
ljarah cost; or

- Change in future ljarah rentals only: Recalculation of the ljarah liability and the deferred ljarah cost only, without
impacting the right-of-use asset.

An ljarah madification is considered as a new ljarah component to be accounted for as a separate ljarah for the lesses,
if the modification both additionally transfers the right to use of an identifiable underlying asset and the ljarah rentals are
increased corresponding to the additional right-of-use asset,

For modifications not meeting any of the conditions stated above, the Group considers the ljarah as a madified ljarah as
of the effectlve date and recognises a new ljarah transaction. The Group recalculates the ljarah liability, deferred ljarah
cost, and right-of-use asset, and de-recognise the exlsting ljarah transaction and balances.

Expenses relating fo underlying asset

Operational expenses relating to the underlying asset, including any expenses contractually agreed to be borne by the
Group, are recognised by the Group in income statement in the period incurred. Major repait and maintenance, takaful,
and other expenses incidental to ownership of underlying assets (if incurred by lessee as agent) are recorded as
receivable froem lessor.

Recognition exemptions and simplified accounting for the Jessee

The Group has elected not to apply the requirements of ljarah recognition and measurement of recognizing right-of-use
assst and net ljarah hiability for the following:

- Short-term lJarah; and
- ljarah for which The underlying asset is of low value.
Short-term ljarah exemption is applied on a whole c¢lass of underlying assets which have similar characterlstics and

operational utility. However, low-value ljarah exemption is applied on an individual asset! ljarah transaction, and not on
group/ combination basis.
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4 PROSPECTIVE CHANGES IN ACCOUNTING POLICIES (continued)

New standard issued and adopted (continued)
FAS 32 ljarah {(continued)}
(b} Impact on adoption of FAS 32

The management of the Group has decided to apply FAS 32 using the modified retrospactive approach {i.e. the impact
of all the [jarah contracts outstanding as at 31 December 2020 are reflected in the balances as of 1 January 2021) and
therefore comparative information has not been restated. The impact of adoption of FAS 32 as at 1 January 2021 has
resulted in an increase in right-of-use asset and an Increase in net ljarah llability by USD 146 thousand. The lease
contracts comprise of the premises of the building and car park.

Total Assets Total liabilities
Uss$ '000 Uss 000

Closing balance (31 December 2020) 391,969 276,293
Impact on adoption:
Right-of-use asset 146 -
Net ljarah liability . 146
Opening balance under FAS 32 on

date of initial application of 392,115 276,439

1 January 2021

Standards, amendments and interpretations issued and effective in 2021 but not relevant

The following new amendments to existing standard and interpretation to published standard is mandatory for
accounting period beginning on or after 1 January 2021 or subsequent periods, but is not relevant to the Group’s

operations:

Effective for annual
Standard or periods beginning
interpretation Title on or after
FAS 31 Investment agency (Al-Wakala Bi Al-Istithmar) 01-dJan-21
FAS 34 Financial reporting for sukuk-holders 01-Jan-21
FAS 35 Risk reserves 1-Jan-21
FAS 38 Wa'ad, khiyar and tahawwut 01-Jan-22

Early adoption of amendments or standards in 2021

The Group did not early-adopt any new or amended standards in 2021. There would have been no change in the
operational results of the Group for the year ended 31 December 2021 had the Group early adopted any of the abova
standards applicable to the Group.

22



AlKhair Holding B.S.C.(c) (formerly known as Bank Alkhair B.5.C. (c))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 Decamber 2021

5 CASH AND BALANGES WITH BANKS

Cash in hand
Balances with banks

6  FINANCING RECEIVABLES

Murabaha raceivables
Less: Reversal of impaimment allowance
Add: Provision of impairment allowance provided during the year

2021 2020

Uss 000 Us$ 000

1 3

6,978 9,295

6,979 9,208

2021 2020

UsS$ 900 US$ '000
782 -
{782) -

- 782

- 782

Financing receivables comprise due from customers under murabeha financing contract and were fully provided for in the prior
yaar. However, during the year, the impaiment allowance has been reversed due o the receipt of funds.

7 INVESTMENTS

2021 2020
USs 000 UES 000
Equity-type instrumaents:
At fair value through statement of income
Equity securitles
- Unquoted 43,716 42,768
Total equity securities 43,718 42 768
Mutual funds
= Unquoted - 20,828
Total mutual funds - 20,828
Total fair value through statement of income 43,716 63,596
Movement in equity type investments carried at fair value through incoms statement is as follows:
Gainifloss)
Additions Disposal Fair value/
1 January during during exchange 37 Dacember
2021 the year the year difference 2021
Uss oo USE Vo0 USs 000 Uss voo USS 000
Unquoted equity securities 42,768 - - 948 43,716
Unquoted mutval funds 20,828 - {20,628) - -
63,508 - {20,828) 048 43,716
Gaind{loss)
Additions Disposal Fair value/
1 January during during exchanga 31 December
2020 the year the yoar diffgrance 2020
Us8 000 U5 600 USS V00 Uss oog USS Dog
Unquoted equity securities 49,807 298 {1,835) (5,502) 42,7688
Unquoted mutual furkls 20,971 - {133) (10 20,828
70,778 298 {1,968) (5512} 63,596
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8 INVESTMENT IN ASSOCIATES

2021 2020

uss voo USE 000

BFC Group Heldings I.td. (note 8.1) 131,018 113,668
Tazur GCompany B.3.C. (¢) (note 8.2) 7477 7.788
Independent Logistics and Warehousing Company {note 8.3) 5.575 5,523
143,770 126,978

Nota 8.1

The Group has a 50.25% stake (2020: 43.54%) in BFC Group Holdings Lid. {BFC™), a company incorporated in the United Arab
Emirates. During the year, Strategic Acquisition Fund ("SAF™) has been liquidated, via, an Inkind setiement with SAF unlis being
distributed in exchange of shares in BFC, resulting in additional 8.71% stake in BFC. BFC is a holding company of a group of
money changers in different jurisdictions. BFC is engaged in buying and selling of foreign currencies and traveler cheques,
handling of remittance business and provision of other exchange house services in both local and foreign currencles, Even though,
the Company has a majority sharehalding in BFC, the minority shareholders control the financial and operating policy decisions of
BFC, hence control is belng retained by them. The Company possesses sigrificant influsnce in BFC, hence has been considered
as an assoclate. The Group has fair valued the Investment In associate during the year and concluded that the fair value is not
significantly different from the camying value, hence no impainment loss has been recordad (2020 : USD Nil). The Company holds
additionaf 2.06% shareholding in the BFC and is held by the Group on behalf of nominee shareholders,

Note 8.2

The Group has 25.86% (2020: 25.86%) stake in T'azur B.S.C. (c) an unlisted regional takaful company incorporsted in the Kingdom
of Bahrain. T'azur Company B.S.C {¢) has a commitment to provide a gard hassan to the extent of the accumulated deficit in the
participants’ fund of US$ 13.38 million at 31 December 2021 (31 Decernber 2020: US$ 38.185 million). The Group's shara of the
commitment is US$ 3.46 million {31 December 2020: US$ 9.784 million).

The Board of Directors of T'azur Company B.5.C. (c) have accepted the offer and recommendation of a merger between Solidarity
B.S.C. and T'azur Company B.S.C. (¢) based on the approval provided by the shareholders in the Extra Ordinary Meeting held on
29 September 2021. The merger includes the run-off business in Qatar branch but excluding its investment in its Kuwait subsidiary.
With effect from 1 February 2022, based on approval received from Central Bank of Bahrain, the formalities of the merger have
been completad. Due to the completion of merger In 2022, the Group has received an effective stake of 5.172% in Solidarity B.S.C.
and 18.1% in T'azur Kuwait.

Tha Group has fair valued the investment in associate during the year and concluded that fair value is lower than its carrying value,
hence an impairment loss of USEC 608 thousand has been recorded (2020 : USD Nil).

Note 8.3

The Group acquired 33.33% stake in Independent Logistics and Warehousing Company, a company incorporated in the Hashmiet
Kingdom of Jordan. The company owns and operates warshouses in Amman, Jordan. The Group has falr valued the investment in
associate during the year and condduded that the fair value is not significantly different from the carrying value, hence no
impairment loss has bean recorded (2020 : USD Nil).

The movement in assosiates is as follows:

2021 2020

Uss 000 Uss$ 000

1 January 126,978 122,552
Share of reserves of assoclates 320 232
Net share of {loss) / profit from associates {3,395) 4,546
Addition during the year 20,828 -

Dividend received (353) {352)
Impalment charge {608) -
31 December 143,770 126,978

Summarised financial informafion of associates that have been equity accounted not adjusted for the percentage ownership held
by the Group {(based on most recent audited financial staternents / most recent management accounts):

2021 2020

UL 000 Uss '000

Assels 497,104 533,121
Liabilities 226,805 251,457
Revenue 86,756 132,355
Loss/ {profit) for the year {16,804} 11,915
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9  INVESTMENT IN REAL ESTATE

1 January Amount Amount Falr value 31 Dacember
2021 capftalised Derecognised changes 20621
USs 000 USE o USS$ o0 Uss 000 uss voo
Land and building
- Jordan 177,089 A4 - - 177,103
177,058 a4 . - 177,103
1 January Amoiunt Amount Fair velue 31 Dacember
2020 capitaiisad Derocognised changes 2020
US$ 000 58 000 US$ 000 LS$ 000 Uss voe
Land and building
- Jordan 184,053 - (6.,9943 - 177,059
184,053 - {6,994) - 177,059
10 OTHER ASSETS
2021 2020
US§ oo UsSg 000
Rental income receivable 9,883 8521
Accounts receivable 1,876 1.886
Prepayments and advances 104 136
Fees and expenses receivable 23 3,403
Right-of-Use Asset (note 10.1) o1 -
Others 7 193
11,784 14,238
Less: Provision for impairment {1,898) {1,898)
9,886 12,340
Note 10.1 RIGHT-OF-USE ASSET
31-Dec
2021
us§ oo
Recognition of right-of-uge assets on initial application of FAS 32 146
Amortisation charga for the period (55)
Balance as at 31 December "

1t  DUE TO FINANCIAL INSTITUTIONS AND CUSTOMERS

2021 2020

UsSE ‘o USsE 000

-Due 1o customers 241,378 231,852
Bark financing 28,921 33,044
270,300 264,596

Due to customers Included deposits on wakala basis with maturities ranging from 2 to 6 menths from a corporate customers carried
an average profit rate of 7% per annum. Profit rate for Murabaha loan is 7% per annum and is secured against the Bank's assets,

Bank financing represents a syndicated loan through the Housing Bank for Trade and Finance in Jordan secured by mortgage over
the Group's investment property. The profit rate of the syndicated kan equals the prime lending rate of the Jordanian Dinar less an
annual margin of 1.87%. “On 18 September 2019, the Group signed an amendment and waiver agreement, based on the
agreement, the last payment of the loan has been rescheduled till November 2029 and the inlerest calculation was not ehanged.
The quarterly installments amounted to USD 824,504 (2020: USD 824,504 Annually), in addition 1o the interest ara settled in
February, May. August and Novembar of each year. Due to the COVID-19 outbreak, management requasted deferring the quarterly
payments dus in May, August and November 2020 amounting o USD 2,473,613 to ba included as a part of the last payment due
on 3 November 2029, The interest deferred during this period amounting to USD 1,161,338 was added to the loan's balance and
will ba paid as a part of tha lean's finat payment, The Housing Bank for Trade and Finance approved management's request on &
April 2620."
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12 OTHER LIABILITIES

2021 2020
Uss voo US§ 000
Advance rental income 8,702 7,448
Trade and other payables 2,549 2.807
Accruals and other provisions 358 818
Net fjarab liability (note 12.1) 103 -
Staffrelated payables 438 824
10,147 11,697
Note 12,1 NET lLJARAH LIABILITY
31-Dec
2021
USE 000
Maturity analysis — Gross ljarah liability
Less than one year 60
More than one year 40
Total gross [jarah lability 100
Maturity analysis — Net fjarah liabiity
Less than one year 54
More than one year ___ 49
Total net ljarah liability 103
13 SHARE CAPITAL
2021 2020
Us$ oo Us§ 000
Authorised:
760,000,000 (2020: 750,000,000} ordinary shares of US$1 each 750,000 750,000
Issued and fully paid up:
186,170,234 {2020: 186,170,234) ordinary shares
af US$1 each, issued against cash 186,179 186,170
20,371,807 (2020: 20,371,807) ordinary shares
of US$1 each, issued in kind 20,372 20,372
1,419,873 (2020:1,419,873} ordinary shares
of US$1 each, grantad to employees 1,420 1,420
207,962 207,962
14 INCOME FROM NON-BANKING OPERATIONS - NET
2021 2020
US3$ 000 USE 000
Income from Al-Tajamouat for Touristic Projacts Co Pie 16,139 14,8097
Total Income 16,139 14,897
Expenses of Al-Tajamouat for Touristic Projects Co Ple (10,264) (10,670}
Totat Expanses (10,264} {10,670}
Income from non-banking ¢perations - net 5,875 4,227
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15 FEES AND COMMISSION INCCME

2021 2020
USs$ voo US$ 000
Management fees - 2875
- 2,875
18 INCOME / {LOSS) FROM INVESTMENTS - NET
2021 2020
uss oo LSS 000
Income | {(loss} from squity type investment:
Fair value gains/ {loss) on equity type investments - net 948 {2,878)
Loss on sale of aquity type investments - net - {2,634)
948 (5.512)
17 GENERAL AND ADMINISTRATIVE EXPENSES
2021 . 2020
USE 000 uss 'ooe
Legal and professional expenses 750 759
Premises cost 33 243
Business development expenses 21 kT
Other operating expense 318 712
1,122 1,748

18 DISCONTINUED OPERATIONS AND ASSETS HELD-FOR-DISTRIBUTION

Below are the details of assets held-for-distribution and discontinued operations:

During the year 2019, the Group sold its total stake of 52.1% in one of its subgidiary, Cleanswift UAE held through Tintoria
International Limited.

In the year 2018, the Group’s helding in its subsidiary Alkhair Capital Saudi Arabia {"TACSA"} was diluted from 53.33% to 16% due
to new capital issue at ACSA.

During the year 2018, the Banking license for Alkhalr international Islamic Bank was surrendered and the company was renamed to
AKIIM Edn Bhd. The company was put under voluntary liquidation and the control was handed ever to the liquidator.

Accardingly, the Group has derecognized/deconsolidated the operations and assets and liabilities of the subsidiarles on loss of
control. Profit from operations of the subsidiaries tiil the date of loss of control has been presented as "Discontinued Operations” in
the consolidated staterment of Income.

Financial services license for Alkhair Portfoy Turkey was also surendered during the prior year and the company wes renamed
asAlkhalr Gayrimenkul Yatinim Ve Ticarst A.S. Tha company was put under voluntary liquidation. Accordingly, the loss from
operations of the subsidiary had been presented as "Discontinued Operation” in the consalldated statement of income and aggets
and liabllities had been presented as held-for-distribution In the consolidated statement of financial position.

The disposal/derecognitions have the following impact on the consolidated financial statements:

2021 2020
Uss 000 Uss ‘000
Income:

AKIIM Sdn Bhd €50 1,843
€50 1,643

Expenses:
AKNM Sdn Bhd (63} (71)
(63} (1)
Income ! {loss) from discontinued cperations 587 1,572
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18 DISCONTINUED OPERATEINS AND ASSETS HELD-FOR-DISTRIBUTION {continued)
Below are the details of assets and liabilifles held-for-distribufions as of 31 December 2021,

Assats Liabilitieg
USs 600 LISE 000
AKIIM Sdnt Bhd 162 -
Alkhair Gayrimenkul Yatiim Turkey 24 -
186 .
Below are the details of assets and liabilities held-for-distributlons as of 31 December 2020.
Assets Liabllities
US$ 0G0 US§ '600
AKIIM Sddrn Bhd 1,834 -
Alkhair Gayrimenkul Yatirim Turkey 44 -
1,878 -
19 COMMITMENTS AND CONTINGENCIES
2021 2020
US$ 000 US$ 000
Lease commitments 99 158
89 150

Litigations and claims

The Group has filed a number of legal cases against the former Chief Executive Officer before the Civil and Criminal Courts of the
Kingdom of Bahraln. Tha Bahraini Courts have ruled in favour of the Group in a number of the civil and criminal cases. Currently
these rulings are being enforced in Kuwait, whare the former Chief Executive Officer resides.

20 FARVALUE

The fair value represents 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. Underlying the definition of falr value is the presumption that the Group is a
going concem without any intention or requiremant to curtall materally the scale of its operation or to undertake a transaction on
adverse terms. Generally accepted methods of determining falr value indude reference to quoted prices and the use of valuation
techniques such as discounted cash flow analysis.

Valuation techniques
Fair value is the amount for which an asset could be exchanged, or a liabllity seftled, between knowlsdgeable, willing parties in an
arm's length transaction on the measurement date.

investmenis

The Group measures the fair value of quoted investments using the market bid-prices in an aclive market for that instrument. A
market is regarded as active if quoted prices are readily and regularly available and represent actual and regularly occurring market
transactions on an amw's length basis.

If a market for a financial instrument is not active or the instrument is not quoted. the Group establishes fair value using a valuation
technique. Valuation technigues include using recent am's length transactions between knowledgeable, wiling parties (if
available), discounted cash flow analyses and other valuation models with accepted economic methodologies for pricing financial
instruments.

Financing receivables

The fair values of financing recelvables are principally estimated at their carrying amount less impairment provisions as these are
for short term (i.e. less than 12 months). Hence, the present vatue of expsctad future cash flows is not expacted to be different from
their camrying valuas.

Other finencial instruments

Placernents with financial institutions, due to financial institutions and due to customers are for short term tenure hence their
carrying value is not different from the fair value. Fair value of other financial assets and liabilittes are not significantly different from
their camrying values due te their short term nature.
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20 FAIR VALUE (continued)

Fair value hierarchy

The table below analyses the financial instruments camied at falr value, by valuation method, The different levels have been
defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilites.

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, sither directly (i.e.as
prices} or indirectly (i.e. derived from prices).
Level 3: inputs for the asset or ligbllity that are not based on observable market data (Unobservable inptats).

The following table shows an analysis of financial instruments recordad at fair value by level of the fair value hisrarchy:

31 Decomber 2021 Loval 1 Level 2 Level 3 Totaf
US$ 060 Us$ 000 US3 006 US$ 000

Investrments carried at fair value
through statement of income 0 0 43,718 43,716
31 Dacember 2020 Level 1 Leval 2 Level 3 Total
US$ '000 158 000 US$ ‘000 US$ 000

Investments carried at fair value
through statement of Income 1] 20,828 42,768 63.596

Movements in fevel 3 financisl instrumeants
The following table shows the reconciliation of the opening and closing amount of Level 3 financial assets which are recorded at
fair value,

T January Additlons / Fair value 21 December
2021 Daletion loss 2021
USS To0 U8 000 uss 0o uss ono
Invastments carnied at fair valua
through stalement of income 42,768 - 848 43716
1 January Additions / Fair value 31 Decembar
2026 Deistion foss 2020
US$ 600 LSS 000 USE 000 S5 000
Investments carried al fair value
through statement of incorne 49,507 (1.537) (6,502} 42,768

Transfers betwaen lovel 1, laval 2 and Jevel 3
There ware no transfars between the levels during the year ended 31 December 2021 and 2020.

The following table shows the impact on fair value of level 3 financial instruments using reasonably possible altemative
assumptlons.

For investments the Group adjusted the carrying values 5% where appropriate, which is considerad by the Bank to be within a
range of reasonably possible alternatives.

Effects of
reasonably
possible
aiternative
assumptions
Carrying on carrying
Rate anrouni amount
USE oD Uss v0o
31 Decornber 2021
Investments carried at fair value through statement of income 5% 43.71¢ 2186
31 December 2020
Investiments carried at fair value through statement of income 5% 42,768 2,138
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21  RELATED PARTY TRANSACTIONS

Partles are considered to be related il one parly has the ability to conirol the other party or exercise significant Influencea over the
other party in making financial and operating decisions. Related partles include significant shareholders and entities over which the
Bank and shareholders exercise significant influence, directors, members of Sharia Supendsory Board, executive management

and external auditors of the Group.

Compensation of key management personnel
Key management personnel of the Group comprise of the Board of Directors and key members of management having authority
and responsibility for planning, directing and controlling the activiies of the Group. The key managemant parsonnel compensation

during the year is as follows:

2021 2020
Uss 000 LS8 000

Short term employee banefits 1,058 1,281
Post-employment benefits 134 118
1,192 1,399
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22 RISK MANAGEMENT

Risk is an inherent part of the Group's business activities. The Group's risk management and governance framework is
intended to provide progressive controls and continuous management of the major risks involved in the Group's activities.
Risks are managed by a process of identification, measurement and monitoring, and are subject to rigk limits and other
controls. The process of risk management is critical to the Group's operations ang each business unit within the Group is
accountable for the risk exposures relating to thelr responsibilities. The Group’s main risk exposure categories are Credit risk,
Martkat risk, Liquidity risk and Operational.

] Risk identification: The Group's exposure to risk through its business activities, including investment in Private
Equity, Brokerage, and Capital Markets, is identified through the Group's risk management infrastructure, which
includes prior review of all new activities by Risk management.

. Risk measurermnent: The Group measures risk using risk management position methodologies which refiect the
Group's investment risks, foreign exchange and profit rate exposure risks. The Company relies on both guantitative
and qualitative appraaches in quantifying risks.

s  Risk monitoring: The Group's risk management policies and procadures incorporate respective limits and the
Group's activities. The Company conducts periodic reporting for ongoing moniforing of its posifion at both
Management and Board level.

. Risk reporting: The Group undertakes reperting of all cora risks relevant to its businesses on a consolidated basis.
The Board oversees risk management and fransaction approval for tha Group.

Group Risk Framework and Governance

The Board of Directors is ultimately accountable for the risk management of the Group. The Board has advocated a wholly
integrated risk management process within the Group, in which all business activities are aligned to the risk framework . The
Group Risk Framework establishes Group risk management standards, risk processes, structures, and defines the Company’s
risk philosophy.

Board of Directors
The Board of Directors is responsible for defining the Group's risk appetite within which it manages its risk exposures and
reviews the Group's compliance with delegated risk authorities.

Audit Committes

The Audit Committee is appointed by the Board of Directors and conslsts of four non-exscutive Board members., The Audit
Committee assists the Board in carrying out its responsibilities with respect to assessing the quality and Integrity of financial
reporting and overslght of the Internal Audit function.

Sharia Supervisory Board
The Group's Sharia Supervisory Board is vested with the responsibility of ensuring that the Group complies with the Sharla
rules and principles in its transactions, activities and general philosaphy.

Risk Management

The Board along with the Audit Committee is responsible for designing and implementing the Group's risk framework,
including policies, processes and systems. Risk Management is responsible for ensuring that the Group's processes capture
all sources of transaction risk and that appropriate limit methodelogies are developed for use in the management of business
risk.

Investment Monitoring and Reporting

Proprietary investment risks are identified and assessed via extensive due diligence activities condugted by the respactive
depariments. This is supported by Risk Management which undertakes an independent risk assessment of every investment
transaction. Post-acquisition investment management is rigorously exarcised, malnly via board representation within the
investee company, during the life of the invesiment fransaction,
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23 CREDIT RISK

The Group has exposure o the following risks from its use of financial instruments:

Credit Risk
Liquldity Risk
Market Risk
Operational Risk

The information about the Group's expasure to each of the above risks, its objectives, policies and processes for measuring
and managing risk, and the Company's management of capital is explained in notes below.

Cradit Risk Policy Framework

The Company has a Group Cradit Risk Policy framework establishing Group credit risk appetite, credit risk origination,
underwriting and administration standards. The credit policy articulates key credit markets, minimum criteria for the granting of
credit, minimum requirements an collateral and defines roles and responsibilities for credit risk management. The policy
provides a guidefine to business units when originating credit business.

Cradit Risk Management

Cradit risk is the risk that the Group will incur a loss of principal or profit eamed bacause its customers, clients or
counterparties fail to discharge their contractual obligations and arises principally from the Group's balances with banks,
placements with financial Institutions, financing receivables, investmenis and other receivables.

The table below shows the maximum exposure to credit risk for the componants of the consolidated statement of financiat
position. Thera is no significant use of master netting and collateral agreements.

2021 2020
Maximum Maximum
axposire eXposSUre

{/S$ vo0 US$ 000

On balance sheet:

Balances with banks 6,978 9,205
Financing receivables - 782
Other assets 9,886 12,340

18,698 22417

Risk Exposure Concentration

Risk concentration arises when a number of counterparties are engaged in similar business activities, or activities in the same
geographic region, or have similar economic features that would cause their ability to meet cantractual obligations to be
similarly affected by changes in economic, political or other conditions. Concentrations indicate the relative sensitivity of the
Group's performancea to developments affecting a particular industry or geographical Jocation.

In order to avoid excessive concentrations of risk, the Group's policles and procedures include guidelines to focus on
maintaining a diversified portfolio. In line with regulatory requirements, the Company has a group level Large Exposure Policy
which details the Company's approach in managing concentration risk to sectors, asset classes, single obligors and countries
including defining specific limits.

Concentration of risks is managed by counterparty, by geographical region and by industry sector. The maximum credit
exposure to any client, or counterparty, or group of closely related counterparties as of 31 December 2021 was US$ 0.232
million relating to "balances with banks” (2020: US$ 2.5 miliion relating to "balances with banks").
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23 CREDIT RISK (continued)

Geographical Exposure Distribution

The analysis by geographical region of the Group's financial assets having cradit risk exposure is as follows:

31 December 2027
Other North Grand
Bahrain Middia East America Asia Europe Total
Type of AssstsfRaglon Us§ voo UsSs 000 US$ 000 U5s o0 USS 700 USS 900
Balances with banks 231 8,747 - - 6,978
Other assets 250 5,636 - - - 9,885
Grand Total 481 16,383 - - 16,864
31 Dacamber 2020
Other North Grand
Bahrain Middle East Amarica Asia Europe Tolal
Type of Assets/Region Uss oo US$ 060 USE 000 US$ 000 USS 006 Uss 000
Balances with banks 2,456 £,839 - - 9,205
Financing receivables 782 - - - - 782
Other sssets 3,494 8,711 - - - 12,205
Grand Total 6,732 15,550 - - - 22,282
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23 CREDIT RISK (continued])

Industry Sector Exposurs
Tha distribution of assets and off-statement of financial position items by industry sector is as follows:

31 December 2021
Real Estate
Type of Assets Banking and Const-
findustry and Einance Industrial nretion Technology Funds Trade Fotal
Uss 900 USS vo¢ Uss vad USs w00 US$ we Uss 00 US$ D00
Fundad:
Balances
with banks 231 - 5,747 - - - 6,978
Other Assets 250 - 9,635 - - - 9,886
481 - 16,383 - - - 16,864
31 December 2020
Real Estats
Tyvpe of Assets Banking and Consl-
findustry and Finance industrisf ruction Technology Furds Trade Yoial
US$ 000 Uss 0on US$ oot LS8 000 VS 1o0 USE voo USE 000
Funded:
Balances wilh banis 2,456 - 8,830 - - - 9,205
Firancing
recaivables 782 - - - - - 782
Other Assets 3,494 - 8,711 - - - 12,205
6,732 - 15,550 - - - 22,282
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23 CREDIT RISK (continued)

Collateral and other credit enhancements

The Group utilizes colkateral and other credit enhancements mostly on its cradit facilities, in line with Shari'a requirements.
Before taking any form of collateral the Company pre-assesses impediments that may restrict accesslbility to collateral should
the need arise as well as acceptability from a Shari'a perspective. In this respact the Company will formally agree with the
customer at the time of signing the offer letter on the usage, redemption and utilization of collateral when the
customer/counterparty defaults. In the past year, the Company has obtained collateral including shareholders’ personal
guarantees, cash, real estate, unlisted equity shares and debentures. The Company's credit policy discourages taking
collateral value where there is positive correlation between collateral valus and abligor's ability to pay.

Credit quality per class of financial assets

The Group did not apply a standard credit rating to its investment business, as the Group assessed credit quality according to
the policies of the respective business areas, Management considers the credit quality of the Group's financial assets to be of
standard quality as of 31 December 2021. Following is an analysis of credit quality by class of financial assets:

Nelther past Past dtrg
die nor butnot  Individually  Impairment
impaired impaired tmpaired provision Total
USS 000 USE 000 USy voe Uss ‘000 USs Vo0
Balances with banks 6,978 - - - .978
Other assets 9,886 - {11,784) 11,784 9,888
Total 16,864 - {11,784} 11,784 16,864
2020
Medther past Past due
due rior bui ot Individually  mpairment’
impaired Impaired Impairod Provision Totat
US$ 000 USSE 000 USSE ‘000 USE 000 USS 050
Balancas with banks 0,295 - - - 9,295
Financing ressivables 7852 - 782
Other assets 12,205 - 1,696 (1,588} 12,205
Tota) 22,282 - 1,808 {1.858) 22,282
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23 CREDIT RISK (continued)

Collaieral and other credit enhancements (continued)
The following table summarises the counterparty credit risk exposure covered by collateral as of:

31 Dacembear 2027 321 Dacsmber 2020
Gross Gross positive
positive PV of 'c"h"':;‘“ FVof  “Colaters! heid
contracts sontracis
UsSs 0o USS 000 USs '0nG USE 0p0
Balances with banks 8,973 - 1,260 -
Other assets 9,886 - 12,126
Total 16,864 - 13,386 -

* Collaterals values have been restricted to outstanding exposure of financing faciilties.

24 LIQUIDITY RISK MANAGEMENT

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with its financial fiabilities that
are settled by delivering cash or another financial assets.

The key features of the Group's liquidity methodology are:
The Board is responsibile for liquidity monitoring, cash flow planning and generat asset liability management.

In accordance with the Basel recommendations on liquidity management, the Group measures liquidity according to two
criteria: “normal business™, reflecting day-to-day expactations regarding the funding of the Group; and “crisis scenarlo”,
refiecting simulated extreme business circumstances in which the Group's survival may be threatened.

The Group's liquidity policy is to hold sufficient liquid assets to cover its committed statement of financial position
requirements, plus its budgetad expenses for the liquidity horizon and its foracast investment commitrments over the liquidity
horizen.

Analysis of financial labilities
The table below summarises the maturity profile of the Group's financlal liabilities based on contractual undiscounted
repayment abligations.

Carrying
Gross un-discounted cesh flows value
Less than It 12 Ovear
3 months months 1 yoar Total
uss oo Uss voo uss w0 Uss o0 USs 900
At 31 Decembar 2021
Cus to financial institutions and customers - 2472 267,028 270,300 270,300
Other liabilities 2,537 7,810 - 10,147 0,147
Todal financial liabilities 2,537 10,082 267,828 280,447 280447
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24 LIQUIDITY RISK MANAGEMENT {continued)

Analysis of financial liabilities {continued)

Carrying
Grogs un-discounted cash fiows value
Lass than 312 Over
2 months months 1 yoar Tolal
US§ 000 USE 000 USE 000 USSE 000 Uss 000
At 31 Dacember 2020
Due ta financial institutions - 234,024 30,672 284 506 264,596
Other liabilitles 2,824 By73 - 11,697 11.697
Liabilities relating to assets held-for-distritartion - - - - -
Total financial liabiltles 2,924 242,797 30,672 276,293 276,293
The table below shows the contractual expiry by maturity of the Group's commitments.
On Jto12 Over
demand months 1 year

iIS$ ‘000 USS 000 Uss 'ooo
At 21 Dacember 2024

Laase commitments - 60 39
Total 1,834 60 39
On 312 Over

demand rmanths 1 year

US$ 000 USSE'000 LS§ '000
At 31 December 2020

Lease commitments - 60 of
Total - 60 29
25 MARKET RISK MANAGEMENT

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to adverse changes in
market variables such as profit rates, foreign exchange rates, equity prices and commodities. The Group classifles EXPosUres
to market risk into either trading or non-trading porifolios. The Group does not currently engage in significant trading activity.
Non-trading positions are managed and monitored using sensitivity anatysis.

Market Risk: Non-trading

Profit rale risk

Profit rate risk arises from the possibility that changes in profit rates will affect future cash flows or the fair values of the
financial instruments. The Group currently has limited exposure to profit rate risk. The Group's assets and liabililies that are
exposed to profit rate risk include: placements with financial institutions, financing receivables, invastmeants in sukuks and due
to financial and non-financial institutions.
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25 MARKET RISK MANAGEMENT {continued)
Profit rate risk (continued)
2021 2020
Change in Change in
profit Effecton profit Eiffsct on
rate bps net profit rate bps et profit
Balance {+} {+5) Balance {+/} {+}
Assets
Bank balance 6,747 200 135 4,814 200 a8
Liabllities
Due to financial ingtitutions and customers {270,300) 200 {5.406) {264,536) 200 {5,202)
Total (5,:271) (5,194)

Currency risk
Currency risk s the risk that the value of a financlal instrument will fluctuate due to adverse changes In foreign exchange
rates.

The table below indicates the currancies to which the Group has significant exposure. The analysis shows the impact of a
20% movement in the currency rate against the United States Dollar, with all other variables held constant on the consolidated
statement of income and equity. The effect of decreases in the currency rates is expected to be equal and opposite to the
effact of the increases shown,

2021 2020
Exposure Effect on Effect on Exposire Effsct on Effect on
fUsD} net profit aquity {LsD) net proft equity
Currency equivalant) {+~) (=)  equivalent} {+-) {4
Kuwaiti Dinar 9 2 - ) 2 -

Equity price risk

Equity price rigk is the risk that the fair value of equities decreases as the result of adverse changes in the levels of equity
prices and the value of individual stocks. Equity price risk arises from the Group's investment portfolia. The Group conducts
significant investment activity in private equity, mainly in unquoted entities. The Group manages this risk through
diversification of iis investments in terms of geographical distribution and industry concentration by arranging representation
on the Board of Directors within the investee company, wherever possible. Invesiments are managed within maximum
concertration risk limits, approved by the Board of Directors of the Company.

Prepayment risk
Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties prepay or
requast repayment sarlior than expected. The Group is not exposed to any significant prepayment risk.

26 OPERATIONAL RISK

Operational risk is the risk of unexpacted losses resulting from inadequate or failed intemal controls or procedures, systems
failures, fraud, business interruption, compliance breaches, human eror, management failure or inadeduate staffing. When
contrels fail to perform, operational risks can cause damage to reputation, have fegal or regulatory implications or lead to
financial loss.

While operational risks cannot be entirely eliminated, they are managed and mitigated by ensuring that appropriate
infrastructure, controls, systems, procedures and trained and competent people are in place throughout the Group.,
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27 MATURITY ANALYSIS OF ASSETS AND LIARILITIES

The table below shows an analysis of agsets and liabities analysed according to whasn they ars expactsd to be recowered or settled.

ASSETS

Gash and balances with banks
Financing raceivablas
Investmenis

trvestment in Bssociates
Investment in real eatate
Other assets

Assets held-for-distribution
Equiprmant

Total assets

LIABILITIES

Due o financial institulions. and customers
Other liabllities

Total lizbllities

Commitrrents

Nei Nlquidity gap

Net cumulative gap

* Thera are no lems beyond the maturity of 10 years.

ASSETS

Cash and balarces with banks
Financing receivables
Investments

Investmant in associates
Investment in real estate
Other assets

Assets held-for-distribution
Equipment

Total asaeis
LIABILITIES

Cue to nanclal Institutions and Cuskomers
Other liabilitios

Tofal liabllifles
Commiments
Net liguidity gap

Nst cumulative gap

* There are no tiems beyond the maturity of 10 years,
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2027
Upto? 1003 Fio& Gio12 Totelupto T10b 5to ¢
month  maormrihs months months 1 yaar yaaIE yRars Total
USE 000 USS DO0 USs woo Uss voo LISE WOQ  USE V0D USEB0  USE D00
1 6,078 - - 6,979 - - 6,979
- - - - - 4316 - 43, Mé
- - - - - - 143,770 143,770
- - - . - - 177403 177,102
- - - 9,888 8,086 - . 9,086
- - - 186 1236 . - 106
- - . - - - # 3
1 6,978 - 10,072 17,051 43,718 320,904 381,671
518 18 1,236 2472 250,450 17,378 270,300
- 5,074 5073 - 10,147 - - 10,147
. 5,692 5,681 1236 12,619 250450 17,378 290,447
5 15 15 El] 65 M - 99
{4} 1271 {5.708) 8,806 4,367  (206,768) 3528 101,128
{#) 1,267 {4,439) 4,367 4367  [202,401) 104425
2018
Uptof fio3 Jlob Gilo 12 Totalup fo T Slofo
monit months months: manthe 1 yoar yaars years Tolal
USE G0 LS8 ooo USS 000 US$ 000 USE 000 USH 000 USE0OD0  UST 000
3 9,295 - s 9,298 - - 9,798
782 - - - 782 - - 7a2
- - - 20,828 20,828 42,768 - 63,556
. . . - - - 126078 126078
- - - - - - 177038 177,058
- - - 12,340 12340 - 12,340
1,678 1678 1878
- - - . - 38 38
785 0,265 - 35,046 45128 42,768 304,075 391,968
- 232,170 818 1,236 234,024 13,134 17378 264,508
- 5,849 5,845 - 11697 - - 11,697
- 238,019 6,466 1,236 245721 13,184 17378 276,203
5 15 15 30 65 o4 - 158
785 (228.,739) {6,481} 33,780 {200,650) 20,480 285,697 115,517
780 (227,950) (234,440}  (200,660) {200660) {171179) 115517
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28  SEGMENT INFORMATION

Operating segmants are reported in accordance with internal reporting provided to Executive Management (the chief operaling decision-
maker), which Is responsible for allocating resourcas to the reporiable segments and assesses its performance. AH operating segments
used by the Group meet the definition of a reportable segment under FAS 22,

Curmrently, the Graup is organlsed into business units based on their nature of operations and services and has three reportable operating
segments which are as follows:

Investment Banking The Group's investment banking business is engaged in ansaction orginaton and
structuring, (nvestment, placement to third-party investors, restructuring and managing
portfolio companies. This segment focuses on stable companies, historically revenue-
generafing with positive profitability, requiting growth capital or partial exits. The segment
focuses on specific sectors and geographies, whilst avoiding start-ups, venture capital, and
greenfield investments. The segment targets businesses in the oil & gas services, industrial
services: building materials; logistics; and agri-business; specifically in the MENA region
including Turkey.

.The business manages Al-Tajamouat for Touristlc Projects Co. *Taj” which awn and operate
a shopping mall in Amman. At 31 December 2021, the total assets of Taj are US$ 189
miltion and the fotal equity is US$ 148 million. In 2021, Taj reportad a net profit of US$ 1.3
miltion.

The business managed the Company's Global Private Equity Fund. [t also sources and
managed investments on behaif of the Bank’s Strategic Acqulsition Fund. Thae Strategic
Acquisition fund has liquidated.

AKIM Sdn Bhd . UPDATE Alkhair Intemational Istamic Bank Malaysia Berhad was established in 2004 to source
(formerly Alkhair Internaticnal Islamic investment opporiunities in the Far East and monitor the performance of the acquired
Bank Malaysia Berhad) companies on behalf of the Bank and investors and to establish distribution channels for the

Group. Banking license was sumendered during the previous period and entity was put on
voluntary liquidation,

Infotmation regarding the results of each reportable segment is included below, Intar-segment pricing is determined on an arm's length
basis. Management manitors the operating results of its business units separataly for the purpose of making decislons about resource
allocation and performance assassment.
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28  SEGMENT INFORMATION {continued)

For tha year ended 31 December 2021

investment Intar.

Barsking AKIIM Sdn Bhd company Totat

USE 00 USs$ 000 USS o0 Uss w0
Nat fwance oxpense (16.426) - - {16,426}
Gain from Invesiments - net S48 - - 444
Faes and commisslon income - - - -
Ehare of logs from associates - nel {3,395} - - {3,305)
Incoma from non-banking cperations 16,139 - - 15129
Forelgn exchange loss - nel &) - - 6
Othar incame 390 - - 380
Total incoms {2.350) - - {2,350)
Tolal operaling expences {12,388 - - (12.393)
Incomea from assets held for disribution and
discontinued operations - 587 - 587
Charge of impaiment (808} - - (Ba&)
{Loss) | profit for the year (15,351} 587 - {14,764)
I In {al 143,770 - - 143,770
Sogrmant acsels 381 4B5 186 - 81871
Sogmenl Nabiktles 280,447 - . 250,847

For the year ended 31 December 2020
Irwastment AKEM Sdn Bhd Alidhair
Banking Capital inter-
Saudi Arabia company Tolal

USE 000 USH 060 USE 000 USE 0% LSS 00
Net finance expense {18,583) - - - (18,582
Loss fromn invesimeants - net {5612} - - - {5.512)
Fees and commission income 2878 . - - - 2,875
Share of profit from associates - net 4,546 - - - 4,546
Income from non-barking operalions 14,887 - - - 14,867
Foreign exchange koss - nel 3) - - - 3
Othar income 1,784 - - - 1,784
Todal income 3,004 - - - 3,004
Total operating expanses {13.492) - - - {13,492}
income { {(0ss} from assets held for sake and
discontinued operations - 1,572 - - 1,572
{Loss) £ peofit Jor the year (10,488) 1872 - - (8,916)
Inwastment in associsles 126,876 - - - 126,678
Segment assals 300,091 1,878 - - 301,965
Segment Tabilities 276,283 - - - 276,283
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28 SEGMENT INFORMATION {continued}

Geographlc segment information:
The Group operates in four geographic markets: Bahrain, Other Middle East, Asia Pacific and Europe. The following tablas show the
distribution of the Group's total income and non-cument assets by geographical segments:

For the year engad 31 December 2021

Othar
Bahrain Middie East  Asfr Pagific Europe Tatal
USE 000 Uss v UsE 000 USE ™0 LSS 00
Total {loss) f income {1,361) 16,133 - - 14,778
Net (loas} f prodit for the yaar {17,733 2,970 - - [14,754)
MNon-currerd assets * T 168,506 - 168,513
For ihe year ondad 31 Deceriber 2020
Other
Eahrain Middts East Asia Paciic Europe Tots!
UsE o0 USE 000 uss oo uss$ a0 Uss 000
Totsl incoma {10,790) 15,833 - - 4,843
Wel (loss]) { profit for the year {13,898) 4,989 - - (8,016)
Noncument assets * 13 173,022 - - 173,036

* includes squipment and Investment in real estats.
26  EHARIA SUPERVISORY BOARD

The Bank's Sharia Supervisory Board consists of five Islamic scholars who review that the Bank Is compliant with general Sharia
principles and specific fatwas, rulings and guidelines issued. Their review includes examination of evidence relating to the documentation
and procedures adoptad by the Bank to ansure that its activitles are conducted in accordance with Islamic Shariz principles.

30  EARNINGS AND EXPENSES PROHIBITED BY SHARIA

The Group did not receive any significant incoms or incur significant expenses that were prohibited by the Sharia,

£} | SOCIAL RESPONSIBILITIES
The Group discharges its social responsibilities through donations to good faith charity funds.
a2 ZAKAH

The Bank is not obliged to pay 2akah. Payment of Zakah is the responsibility of the sharsholders of the Bank. Zakah payable by
sharehoiders on thelr holdings In the Bank is calculated on the basis of a method prescrbed by the Bank’s Sharia Supervisory Board,
Zakah payable by the shareholkders in respect of the year ended 31 December 2021 was US$ Nil per share (2020: US$ 0,01669 per
share).

33 SUBSEQUENT EVENTS

There have been no events subsequent o 31 December 2021 that would significantly impact the amounts reported In the consolidated
financial statements as at 31 December 2021,
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