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ALKHAIRISIHOLDING

Report of the Board of Directors

In the name of Allah, 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 2023 (the “Company”).

The Strategic Acquisition Fund and AKIIM Sdn Bhd., (formerly Alkhair International
Islamic Bank) are in voluntary liquidation. Alkhair Gayrimenkut 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 are nearing completion.

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.

sfsed
oo

"~ Dr. Ahmed Al Dehailan
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ALKHAIRISIHOLDING

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 No. 28/2020, the
details of salaries, bonus, 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
2023 are disclosed as under:

Incentive plans

Total allowance for
attending Board and

committee meetings
chairman and BOD

Remunerations of the
chairman and BOD
Remunerations of the

First: Independent Directors:

1- Mr. Sultan - - - - - - N = . . . i )
Abalkheel Abdul
Rahman

2- Mr. Abdulrahman - - - - - - . = . R R
Al Oraini

3- Mr. Abdullah
Saleh Al Sawi

4- Mr. Fahad
Abdulaziz Al Sekait

Second: Non-Executive Directors:

1- Mr. Abdulrahman - - - - - - - , . . _ N :
Al Oraini

Third: Executive Directors:

Note: All amounts must be stated in United States Dollars.
No remuneration was paid to the Directors during the year 31 December 2023.
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ALKHAIRIEIIHOLDING

Report of the Board of Directors (continued)
Directors’ Remuneration and executive salaries (continued)
Executive management remuneration details

The details of the remuneration paid during the year 2023 to the executive management, including
salaries, benefits etc. are disclosed as under:

Management Total paid salarfes | eLﬁLrP::iin _ kind Aggregate

Amount | and aliowances {Bﬁmﬁ) | remuneration for Executive
== . . /.y i BESE e =

Top 6

remunerations for

executives, 403,363 - - 403,363

including CEO and

Senior Financial

Officer

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

No other in-kind remuneration paid to executive management during the year ended 31 December 2023.

Dr. Ahmed Al Dehailan
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Manama
Kingdom 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. (c) (“the
Company”) and its subsidiary (together “the Group”), which comprise the consolidated statement of
financial position as at 31 December 2023, 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 2023, 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 (“AAOIFI”).

Basis for opinion

We conducted our audit in accordance with Auditing Standards for Islamic Financial Institutions issued by
AAQIFI. 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 AAOIFI’s Code of Ethics for Accountants and Auditors of Islamic Financial
Institutions, and we have fulfilled our other ethical responsibilities in 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 opinion, 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.

We also draw attention to Note 7 and Note 34, which states that the Group has a 50.07% stake (2022:
50.07%) in BFC Group Holdings Ltd. ("BFC"), a company incorporated in the United Arab
Emirates. Subsequent to year-end, at 30 June 2024, BFC Group Holdings W.L.L. has signed a sales and
purchase agreement with Al Ansari Financial Services, where they agreed to sell the 100% holding at a
consideration of USD200 million. The Company is anticipating that this transaction shall close by the first
quarter of financial year 2025 upon completion of certain agreed conditions. 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, 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 consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated 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 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 international BDO network of independent member firms. ]
BDO is the brand name for the BDO International network and for each of the BDO 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)

Responsibilities of the Board of Directors for the consolidated financial statements (continued)
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 financial 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 AAOIFl, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o 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.

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

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 international BDO network of independent member firms. )
BDO is the brand name for the BDO International network and for each of the BDO 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. (¢)) (continued)

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

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

* 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.

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

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

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

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; and

(3) the financial information disclosed in Chairman’s message and directors report is consistent with the
books of accounts of the Company.

(B) As required by the Ministry of Industry, Commerce and Tourism in its 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 2023.

D0 "800

Manama, Kingdom of Bahrain /
6 October 2024 -/

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 international BDO network of independent member firms. i
BDO is the brand name for the BDO International network and for each of the BDO Member Firms.
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See Auditor's Report dated 6 IID_J 2y
Signed by BDO, CR No. 10201-04

Partner: Samson Kattuvattil
Reg. No. 239
Signature:

AlKhair Holding B.S.C. (c)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2023

31 December 31 December
2023 2022
Notes USS$ 000 USg ‘000

ASSETS

Cash and balances with banks 5 11,398 8,057
Investments 6 63,055 51,613
Investment in associates 7 149,212 148,423
Investment in real estate 8 177,269 177,179
Other assets ) 12,486 7.970
Assets held-for-distribution 18 173 179
Equipment 498 18
Goodwill 459 -

TOTAL ASSETS 414,550 391,439

LIABILITIES AND OWNERS' EQUITY

Liabliitles

Due to financial institutions and custemers 10 293,836 280,544
Other ligbilities 11 12,441 8,980
Payable to shareholders 12 110 -

Total Habilitles 306,387 289,524

Owners' equity

Share capital 13 207,962 207,982

Statutory reserve 664 664

Fair value reserve 179 179

Foreign cumency transtation reserva (2,690) (2,905)
Accumulated losses {186,530) (184,936)
Equlty attributable to sharcholders of the Bank 19,585 20,964

Non-controlling interests 88,578 80,851

Total equity 108,163 101,916

TOTAL LIABILITIES AND OWNERS' EQUITY 414,550 391,439

O

—

e —

Dr. Ahmed Al Dehailan
Chaiman




See Auditor's Report dated_G_IIi’2 4

Signed by BDO, CR No. 10201-04

Partner: Samson Kattuvattil
Reg. No, 239/%/
Signature;

AlKhair Holding B.S.C. (¢

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2023

31 December 31 December
2023 2022
Notes Uss '000 US$ ‘000

Income from non-banking operations 14 16,832 16,338
Income from investments - net 15 4,201 720
Fees and commission income 16 5,350 -
Share of profit from associates - net 7 7,888 10,916
Other income 946 082
Total income 35,217 28,954
Expenses of non-banking operations 14 7,056 8,632
Finance expense 20,554 17,620
Staff cost 2,618 578
General and administrative expenses 17 1,831 594
Depreciation and amertisation of right-of-use asset 184 60
Total expenses 32,241 27,484
Galin for the year before discontinued operations 2,976 1,470
Loss from assets held for distribution and discontinued
operations 18 {25) (32)
Net gain for the year 2,951 1,438
Attributable to:

Shareholders of the Bank (1,694) (2,365)

Non-controliing interests 4,645 3,803

2,951 1,438
—_——

Che’ P

“=“Dr-Atwmed-ATDehallan -

Chairman
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AlKhair Holding B.S.C. (c)

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2023

31 December 31 December

2023 2022
USS$ ‘000 US$ '000
OPERATING ACTIVITIES
Income for the year 2,951 1,439
Adjustments for:
Income from investments - net (4,201) (720)
Share of (profit)/loss from associates - net (7,888) (10,916)
Depreciation and amortisation of right-of-use asset 184 60
Goodwill on acquisition (459)
Gain on sale of equipment (13)
(9,426) (10,138)
Changes in:
Other assets (6,378) 1,871
Due to financial institutions and customers 13,294 10,244
Asset held for distribution 6 7
Other liabilities 3,193 (1,167)
Net cash from operating activities 689 817
INVESTING ACTIVITIES
Additions in equipment (24) (2)
Changes in investment in real estate (90) (76)
Dividend received 5,330 351
Purchase of subsidiary (4,700) -
Proceeds from sale of equipment 13
Net movement in NCI 587
Proceeds from sale of financial investment at fair value through profit and los 8,759 -
Purchase of financial investments at fair value through profit and loss (16,000) -
Net cash (used in) /provided by investing activities (6,125) 273
FINANCING ACTIVITY
Net cash used in financing activity = -
NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS (5,436) 1,090
Effect of exchange rate changes on cash and cash equivalents (17) (12)
Cash and cash equivalents at the beginning of the year 16,851 6,979
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 11,398 8,057
Cash and cash equivalents comprise:
Cash and balances with banks 11,398 8,057

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

- During the year 2021, the liquidation of the Strategic Acquisition Fund with resulted inkind dlstrlbutlon of
shares in investment in an associate amounting to USD20,828.

12



AlKhair Holding B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

1 CORPORATE INFORMATION AND ACTIVITIES

a) Incorporation

AlKhair Holding B.S.C.(c) (“the Company”) (formerly known as Bank Alkhair B.S.C. (c)) and its subsidiary (collectively
referred as “the Group”) was incorporated in the Kingdom of Bahrain and registered with the Ministry of Industry,
Commerce 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.

b) Activities

The Company and 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 Company 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 9 to 46, were approved and authorised for issue by the Board of
Directors on 6 October 2024.

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 ('AAOIFT’), the 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, investments in associates and investment in real estate which are carried at fair value. The consolidated
financial statements are presented in United States Dollars (US$), being the functionai currency of the Group's operations.
All financial information presented in US$ has been rounded to the nearest thousands, except when otherwise indicated.

Going concem

As at 31 December 2023, 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 shareholders who have also in the past provided support when it was needed.
The Board of Directors has reviewed these initiatives and is satisfied with the appropriateness of the going concemn
assumption for preparation of the consolidated financial statements.

Moreover, the accumulated deficit of the Group exceeded 50% of its paid-up capital as at the reporting 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.

13



AlKhair Holding B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

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 December each year. The financial statements of the subsidiaries are prepared for the same reporting
year as the Company, using consistent accounting policies.

All intra-group balances, transactions, income and expenses and profits and losses are eliminated in full on consolidation.

Subsidiaries are fully consolidated from the date; control is transferred to the Company and continue to be consolidated
until the date that control ceases. Control is achieved where the Company has the power to govern the financial and
operating policies of an entity 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-controlling 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 combination and the
non-controlling interests' share of changes in owners' equity since the date of combination. Losses applicable to the non-
controlling 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 additional
investment to cover the losses.

Transactions with non-controlling interests are handled in the same way as transactions with external 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 interest in subsidiaries that do not result in a loss of control are accounted for as equity
transaction.

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

Year of
Ownership Ownership Incorporation/ Country of
Subsidiary 2023 2022 Acquisition  Incorporation Principal activity
Al-Tajamouat for 50.6% 50.6% 2013 Jordan It was incorporated in January 2004 and its
Touristic Projects activities are real estate property investment,
Co Pie development, ownership and operation of a
shopping mall in Amman.
Alkhair 99.6% 99.6% 2007 Turkey The entity was established to provide investment
Gayrimenkul consultancy and asset management.
Yatirim Ve Ticaret Due to restructuring at group level, financial
AS services license of the entity was surrendered
(formerly Alkhair and converted to a real estate and trading
Portfoy Yonetimi company. The Company is in the process of
AS.)) initiating voluntary liquidation proceedings for the

same.

14



AlKhair Holding B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

*Alkhair Group 100% - 2017 Dubai The entity was established to carry on business

Holding Limited in pursuit of the activities described under the
commercial Licence issued to the company
under the law and regulations. Do all other things
that are, in the opinion of the Directors to be
incidental or conducive to such activities; and
engage in any lawful activity, in accordance with
the Law, Regulations and anyother DFIC laws or
laws applicable in the DFIC.

**Alkhair Capital 72% - 2014 Dubai The entity was established to provide services in

(Dubai) Limited arranging deals in investment, advising on
financial products, arranging custody, managing
assets, managing a collective investment fund,
arranging credit and advising on credit, dealing
in investments as principal and agent, managing
a profit sharing investment account.

*On 1 January 2023, the Group has acquired 100% shares of the Alkhair Group Holding Limited which owns 66.66%
shares in Alkhair Capital (Dubai) Limited.

**The Group also has 16% financial investment at fair value through profit and loss in Alkhair Capital Saudi Arabia
Company which directly owns 33.34% shares as investment in associate.

Upon consolidation of the group we have aggregated the direct and indirect ownership and consolidated the results of the
subsidiaries to 72% of shareholding.

Year of
Ownership Ownership Incorporation/ Country of
Subsidiary 2023 2022 Acquisition  Incorporation Principal activity
AKIIM Sdn Bhd 100% 100% 2004 Malaysia It was established in 2004 to source investment
(formerly Alkhair opportunities in the Far East and monitor the
International performance of the acquired companies on
Islamic Bank behalf of the Company and investors and to
Malaysia Berhad) establish distribution channels for the Group. In

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

Due to restructuring at group level, 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 liquidation and the
control has been transferred to liquidator,
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) holding companies and subsidiaries which are set up to
supplement the activities of the Company and its principal subsidiaries.

15



AlKhair Holding B.S.C. (c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2 BASIS OF PREPARATION (continued)

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 consolidated statement of income immediately. Transaction costs are expensed 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 settlement of pre-existing relationships. 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 not remeasured and
settlement is accounted for within equity. Otherwise, subsequent changes in the fair value of the contingent consideration
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
employees (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 transferred 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 acquiree's awards and the extent to which the replacement awards relate to pre-combination service.

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) Placements with financial institutions
These comprise inter-bank placements mainly made using Sharia compliant contracts. Placements are usually for short-
term and are stated at their amortised cost.

¢) Financing receivables

Financing receivables comprise Sharia compliant 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 are
carried at their amortised cost.

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

Equity-type instruments 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 initial recognition. Subsequent to acquisition, investments designated at fair value through consolidated
statement of income are re-measured at fair value with unrealised gains or losses recognised in consolidated statement of
income.

Debt-type instruments at amortised cost

Debt-type instruments which are managed on a contractual yield basis and are not held for trading and has not been
designated at fair 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. Amortised cost is calculated by taking
info account any premium or discount on acquisition. Any gain or loss on such investment is recognised in the
consolidated statement of income, when the investment is de-recognised or impaired.
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e) Investment in associates

Assaciates are those entities in which the Group has significant influence but no control or joint control over the financial
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 accounting 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 Associates 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, evaluated and
reported internally 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 investees after the date of acquisition.
Distributions received from an investee 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
investee'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 constructive
obligations or made payments on behalf of the associates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
e) Investment in associates (continued)

Any excess of the cost of acquisition over 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} Investment in real estate

Properties held for rental or for capital 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 associated 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 fair 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 reserve to the extent of the available 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 statement 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, is transferred to the consolidated
statement of income.

g) Equipment

Equipment includes computers, office equipment, fixtures and fittings. Equipment is recorded at cost less accumulated
depreciation. Depreciation is computed using the straight-line method to write-off the cost of the assets over their
estimated useful lives 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 financial institutions received 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.

j) Revenue recognition

Revenue is recognised when it is probable that future economic benefits will flow to the Group and the amount of the
revenue can be reliably measured. Revenue eamed by the Group and gain / loss on assets are recognised on the
following basis:

Dividend income
Dividend income is recognised when the Group's right to receive the payment is established.

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

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 receivable.
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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 or 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).

Fees and Commission income

Fees and Commission income represents advisory fees, arrangement fees, management fees and brokerage fees. Fees
and Commission income is recognised at the fair value of consideration received or receivable and when the service is
provided and income is earned. This is usually when the Group has performed 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 expense
Finance income and expense is recognised using effective profit rate.

Income from non-banking operations
This consists of income from Al-Tajamouat for Touristic Projects 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.

Revenue 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 measured reliably, and that economic benefit flows to
the Group.

Fee income from wakala contract
This income represents amounts earned from arranging wakala deals (an Islamic finance product with an implicit rate of
profit) and are recognised as earned, over trhe period in which services are rendered.

Asset management fees

Fees charged for managing assets (including mutual funds) are recognised as revenue rateably as the services are
provided. Subscription fees are recognised upon subscription of the investor to the Fund. Fund performance income is
recognised at the year end if the fund results meet the annual pre-set target.

Advisory, agency, structuring and arrangement fee income
Fees are recognised as the services are provided or in line with contractual arrangements.

Profit from financial investments
Predefined share of the profit generated by the underlying asset of sharia-compliant financial certificates recognised as
earned over the period.

k) Employees’ end of service benefits

Bahraini employees are covered by the Social 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 consolidated 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 period. The expected costs of these
benefits which comprise a defined benefit scheme are accrued over the period of employment based on the notional
amount payable if all employees had left at the statement of financial position date.
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1) Earnings prohibited by Sharia
The Group is committed to avoid recognising any income generated from non Islamic sources. Accordingly all non Islamic
income is 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. However, the Group is required to calculate and notify
individual shareholders 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 Bahrain. 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 to determine whether there is objective
evidence that a specific financial asset may be impaired. If such evidence exists, any impainment loss is recognised in the
consolidated statement of income. Specific provisions are created to reduce all impaired financial contracts to their
realisable cash equivalent value. Financial assets are written off only in circumstances where effectively all possible
means of recovery have been exhausted.

20



AlKhair Holding B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

o) Impairment of financial assets (continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event 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) Foreign currency transactions

Items included in the consolidated financial statements of the Group are measured using the currency of the primary
economic environment in which the entity operates ('the functional currency’). The consolidated financial statements are
presented in US$ (United States Dollar) which is functional 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 transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the consolidated
statement of income. Translation differences on non-monetary items carried at their fair value, such as certain equity
securities measured at fair value through equity, are included in investments fair value reserve.

Other group companies

As at the reporting date, the assets and liabilities of subsidiaries, associates and joint venture are translated into the
Company's functional currency at the rate of exchange prevailing 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 recognised in the consolidated statement of income.

q) Offsetting of financial instruments

Financial assets and financial liabilities 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 the liability simultaneously.

r) Statutory reserve

The Bahrain Commercial Companies Law requires that 10 percent of the annual net profit be appropriated to a statutory
reserve which is normally distributable only on dissolution. Appropriations may cease when the reserve reaches 50 percent
of the 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 be required to settle the obligation and a
reliable estimate can 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 resources embodying economic benefits is probable. Contingent assets are not recognised in the
consolidated financial statements, but are disclosed when an inflow of economic benefits is probable.
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u) Financial guarantees

Financial guarantees are contracts that require the Group to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due in accordance with the terms of a debt instrument.
Loan commitments are firm 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 the
financial guarantee. The financial guarantee liability 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.

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 are 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 total lease expense, over the term of the
lease.

x) Sharia supervisory board
The Group's business activities are subject to the supervision of a Shari'a 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, i.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 are as follows:

Classification of investments

Management decides on acquisition of an investment whether it should 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.
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3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Special purpose entities

The Group sponsors 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 behalf 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 underlying
investments. The Group does not consolidate SPEs that it does not have the power to control. In determining whether the
Group has the power to control an SPE, judgments are made about the objectives of the SPE’s activities, its 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 derives 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
investment 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 outside management estimates, given the inherent uncertainty surrounding valuation of unquoted investments.

Impairment of financing receivables

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 sirategy and estimate of cash flows considered
recoverable are independently 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 been incurred but not yet identified.
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3 SIGNIFICANT ACCOUNTING POLICIES (continued)
z) Judgements and estimates (continued)
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, adjusted 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 receivables 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 impairment was
recognised causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed through
consolidated statement of income.

Valuation of investment in real estate

The Group obtains valuations performed by external independent property valuers in order to determine the fair value of its
investment properties. These valuations are based upon assumptions 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 assessment of its ability to continue as a going concern and is satisfied that the
Group has the resources to continue in business for the foreseeable future. Furthermore, the management is not aware of
any material uncertainties that may cast significant doubt upon the Group's ability to continue as a going concemn.
Therefore, the consolidated financial statements continue to be prepared on the going concern basis.

4 PROSPECTIVE CHANGES IN ACCOUNTING POLICIES

Standards, amendments and interpretations effective and adopted in 2023

The following new amendments to existing standard and interpretation to published standard is mandatory for accounting
year beginning on or after 1 January 2023 or subsequent years, but is not relevant to the Group’s operations:

Effective for annual

Standard or periods beginning
interpretation Title on or after
FAS 39 Financial Reporting for Zakah 01-Jan-23

AAOIFI has issued FAS 39 Financial Reporting for Zakah in 2021. The objective of this standard is to establish principles
of financial reporting related to Zakah attributable to different stakeholders of an Islamic financial Institution. This standard
supersedes FAS 9 Zakah and is effective for the financial reporting periods beginning on or after 1 January 2023.

This standard shall apply to institution with regard to the recognition, presentation and disclosure of Zakah attributable to
relevant stakeholders. While computation of Zakah shall be applicable individually to each institution within the Company,
this standard shall be applicable on all consolidated and separate / standalone financial statements of an institution.
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4 PROSPECTIVE CHANGES IN ACCOUNTING POLICIES (CONTINUED)

This standard does not prescribe the method for determining the Zakah base and measuring Zakah due for a period. An
institution shall refer to relevant authoritative guidance for determination of Zakah base and to measure Zakah due for the
period (for example: AAQIFI Shari'a standard 35 Zakah, regulatory requirements or guidance from Shari'a supervisory
board, as applicable).

An institution obliged to pay Zakah by law or by virtue of its constitution documents shall recognise current Zakah due for
the period as an expense in its financial statements. Where Zakah is nct required to be paid by law or by virtue of its
constitution documents, and where the institution is considered as an agent to pay Zakah on behalf of certain
stakeholders, any amount paid in respect of Zakah shall be adjusted with the equity of the relevant stakeholders.

The Group has adopted this standard and will provide the necessary additional disclosures in its annual consolidated
financial statements.

Standards, amendments and interpretations issued but not yet effective in 2023

The following new/amended accounting standards and interpretations have been issued, but are not mandatory for
financial year ended 31 December 2023. They have not been adopted in preparing the consolidated financial statements
for the year ended 31 December 2023 and will or may have an effect on the entity’s future consolidated financial
statements. In all cases, the entity intends to apply these standards from application date as indicated in the table below:

Effective for annual

Standard or periods beginning
interpretation Title on or after
FAS 44 Determining control of assets and business 01-Jan-24
FAS 1 General presentation and disclosures 01-Jan-24
in the financial statements
FAS 40 Financial reporting for Islamic finance windows 01-Jan-24
FAS 42 Presentation and disclosures in the financial statements
of Takaful institutions 01-Jan-25
FAS 43 Accounting for Takaful: Recognition and measurement 01-Jan-25
FAS 45 Quasi-Equity {Including Investment Accounts) 01-Jan-26
FAS 46 Off-Balance-Sheet assets under management 01-Jan-26
FAS 47 Transfer of assets between investment pools 01-Jan-26

Early adoption of amendments or standards in 2023

The Group did not early-adopt any new or amended standards in 2023. There would have been no change in the
operational results of the Group for the year ended 31 December 2023 had the Group early adopted any of the above
standards applicable to the Group.
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5 CASH AND BALANCES WITH BANKS

Balances with banks

6  INVESTMENTS

Equity-type instruments:
At fair value through statement of income
Equity securities
- Quoted
- Unquoted
Quoted murabaha fund

2023 2022
Uss$ ‘000 Us$ ‘000
11,398 8,057
11,398 8,057
2023 2022
uss$ 000 Us$ '000
2,857 2,163
62,335 49,460
8,063 -
63,055 51,613

Movement in equity type investments carried at fair value through income statement is as follows:

Adjustment/ Gain/(loss)

Additions disposal Fair value/
1 January during during exchange 31 December
2023 the year the year difference 2023
uss 'oo0 Uss$ 000 uUss$ ‘ooo Us$ 000 Uss ‘000
Unquoted equity securities 49,460 (587) 3,462 52,335
Quoted equity securities 2,153 - 504 2,657
Quoted murabaha fund - 16,000 (8,172) 235 8,063
51,613 16,000 (8,759) 4,201 63,055

Gain/(loss)

Additions Disposal Fair value/
1 January during during exchange 31 December
2022 the year the year difference 2022
US$ ‘000 Us$ '060 USs$ ‘000 US$ ‘000 US$ '000
Unquoted equity securities 43,716 4,336 - 1,408 49,460
Quoted equity securities - 2,841 - (688) 2,153
43,716 7177 - 720 51,613

7 INVESTMENT IN ASSOCIATES

2023 2022
Uss ‘000 US$ ‘000
BFC Group Holdings Ltd. (note 7.1) 143,111 140,773
Independent Logistics and Warehousing Company (note 7.2) 6,101 5,650
149,212 146,423
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7  INVESTMENT IN ASSOCIATES (continued)

Note 7.1

The Group has a 50.07% stake (2022: 50.07%) in BFC Group Holdings Ltd. ("BFC"), a company
incorporated in the United Arab Emirates. During the year 2021, Strategic Acquisition Fund ("SAF") has
been liquidated, via, an in-kind settlement with SAF units being distributed in exchange of shares in BFC,
resulting in additional 6.71% 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
currencies.The Group has fair valued the investment in associate during the year and concluded that the
fair value is not significantly different from the carrying value, hence no impairment loss has been
recorded (2022 : USD Nil). The Company holds additional 2.24% shareholding in the BFC and is held by
the Group on behalf of nominee shareholders.

Note 7.2

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 warehouses in
Amman, Jordan. The Group has fair valued the investment in associate during the year and concluded
that the fair value is not significantly different from the carrying value, hence no impairment loss has been
recorded (2023 : USD Nil).

The movement in associates is as follows:

2023 2022

Uss$ '000 Uss$ '000

1 January 146,423 143,770
Share of reserves of associates 231 (735)
Net share of profit from associates 7,888 10,916
Derecognition - 71A77)
Dividend received (5,330) (351)
31 December 149,212 146,423

Summarised financial information of associates that have been equity accounted not adjusted for the
percentage ownership held by the Group {based on most recent audited financial statements):

2023 2022

uss$ ‘000 US$ ‘000

Assets 376,257 350,379
Liabilities 98,230 76,755
Revenue 70,329 72,314
Profit/ (loss) for the year 16,650 22,156

8 INVESTMENT IN REAL ESTATE

1 January Amount Amount Fair value 31 December
2023 capitalised Derecognised changes 2023
Uss$ ‘000 Uss$ 000 Uss$ ‘000 Uss '000 Uss$ 000

Land and building
- Jordan 177,179 90 - - 177,269
177,179 90 - - 177,269
1 January Amount Amount Fair value 31 December
2022 capitalised  Derecognised changes 2022
US$ ‘000 Uss$ '000 Uss$ ‘6oo Uss$ '000 US$ ‘000

Land and building

- Jordan 177,103 76 - - 177,179
177,103 76 - - 177,179
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9 OTHER ASSETS

2023 2022
Us$ ‘000 US$ '000
Rental income receivable 10,741 7,601
Accounts receivable 3,065 2,180
Prepayments and advances 545 27
Fees and expenses receivable 23 23
Right-of-Use Asset (note 9.1) 9 36
Others 1 3
14,384 9,870
Less: Provision for impairment (1,898) (1,898)
12,486 7,970
Note 9.1 RIGHT-OF-USE ASSET

2023 2022
Uss$ '000 uss ‘000
Recognition of right-of-use assets on initial application of FAS 32 36 91
Amortisation charge for the period 27) (65)
9 36

10 DUE TO FINANCIAL INSTITUTIONS AND CUSTOMERS
2023 2022
uss ‘000 US$ ‘000
Due to customers 278,931 259,868
Bank financing 14,905 20,676
293,836 280,544

Due to customers included deposits on wakala basis with maturities ranging from 2 to 6 months 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 loan equals
the prime lending rate of the Jordanian Dinar less an annual margin of 1.97%. “On 19 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 interest calculation was not changed. The quarterly
installments amounted to USD 824,504 (2022: USD 824,504 Annually), in addition to the interest are
settled in February, May, August and November of the year 2023 and 2024, totaling USD 5,771,530. Due
to the COVID-19 outbreak, management requested deferring the quarterly payments due in May, August
and November 2020 amounting to USD 2,473,513 to be included as a part of the last payment due on 3
November 2029. The interest deferred during this period amounting to USD 1,161,339 was added to the
loan’s balance and will be paid as a part of the loan’s final payment. The Housing Bank for Trade and
Finance approved management’s request on 6 April 2020.”
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11 OTHER LIABILITIES

Advance rental income
Trade and other payables
Accruals and other provisions
Net ijarah liability (note 11.1)
Staff-related payables

Note 11.1 NET IJARAH LIABILITY

Maturity analysis — Gross ljarah liability
Less than one year
More than one year

Total gross ljarah liability

Maturity analysis — Net ljarah liability
Less than one year
More than one year

Total net ljarah liability

12 Payable to shareholders

Amount payable to shareholders and sister companies

13 SHARE CAPITAL

Authorised:
750,000,000 (2022: 750,000,000) ordinary shares of US$1 each

Issued and fully paid up:
186,170,234 (2022: 186,170,234) ordinary shares
of US$1 each, issued against cash
20,371,807 (2022: 20,371,807) ordinary shares
of US$1 each, issued in kind
1,419,873 (2022:1,419,873) ordinary shares
of US$1 each, granted to employees

2023 2022
Us$ '000 US$ '000
6,908 6,177
4,458 1,913
600 376

19 53

456 461
12,441 8,980
31-Dec 31-Dec
2023 2022
UsS$ 000 US$ ‘000
20 40

20 40

19 39

19 39
31-Dec 31-Dec
2023 2022
Us$ ‘000 Us$ ‘000

110

2023 2022
Uss$ '000 US$ ‘000
750,000 750,000
186,170 186,170
20,372 20,372
1,420 1,420
207,962 207,962
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14 INCOME FROM NON-BANKING OPERATIONS - NET

Income from Al-Tajamouat for Touristic Projects Co Pie

Total Income

Expenses of Al-Tajamouat for Touristic Projects Co Pie

Total Expenses

Income from non-banking operations - net

15 INCOME FROM INVESTMENTS - NET

Income from equity type investment:
Fair value gains on equity type investments - net

16 FEES AND COMMISSION INCOME

Fee income from wakala contract

Agency Fee

Advisory, structuring and arrangement fees
Asset management fees

Note 16.1 Fee income from wakala contract

2023 2022
Us$ 000 US$ ‘000
16,832 16,336
16,832 16,336
(7,056) (8,632)
(7,056) (8,632)
9,776 7,704
2023 2022
uUs$ 000 US$ ‘000
4,201 720
4,201 720
2023 2022
Us$ 000 Us$ '000

3,558 -

960 -

807 -

25 -

5,350 -

Fee income from Wakala contract represents income spread based on implicit rate arising from provision
of services under wakala agreement where the Group acts as an agent ("wakeel") on behalf of the client.
Transactions under wakala agreement are performed by the Group with no recourse to the Group.

Note 16.2 Agency Fee

The Group entered into a contract through which it has been appointed to be a commodity agent, in
respect of a Murabaha transaction. The fees are fixed per client and billed at the beginning of the quarter.
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16 FEES AND COMMISSION INCOME {continued)

Note 16.3 Advisory, structuring and arrangement fees

AMUVIDULY allu DUUGLUTITY 1EED TEPISDSNW VU [eUSIVEU 1TUIT d HHABU CUIIdILL PrHIVE willie attaliyeicii
fees are based on rates agreed by the parties involved from the buying and selling of Sukuks in the

marleat

2023 2022

Us$ '0600 US$ ‘000
Advisory and structuring fees 600 -
Arrangement fees 207 -
807 -

Note 16.4 Asset management fees

ASBSEL Managelment 1Iee represents 1ee cniargea 1or manaying assew on penain ur clients, 1ne ee s
calculated and paid at the end of each quarter or at the redemption of funds by the client, whichever is
earlier. Asset size for the purposes of management fee will be time weighted assets maintained from

begining of the quarter till the calculation date. During the year, fees have been charged at a rate of 0.5%
tn 1% miltinliad hv tha cize of invaetmant annnalhy

17 GENERAL AND ADMINISTRATIVE EXPENSES

2023 2022

Uss$ ‘000 Us$ '000

Legal and professional expenses 175 293
Premises cost 58 43
Business development expenses 1 2
Other operating expense 1,597 256

1,831 594

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 subsidiary, Cleanswift UAE held
through Tintoria International Limited.

In the year 2019, the Group's holding in its subsidiary Alkhair Capital Saudi Arabia ("ACSA") was diluted
from 53.33% to 16% due to new capital issue at ACSA.

During the year 2019, the Banking license for Alkhair International Islamic Bank was surrendered and the
company was renamed to AKIIM Sdn Bhd. The company was put under voluntary liquidation and the
control was handed over to the liquidator.

Accordingly, the Group has derecognized/deconsolidated the operations and assets and liabilities of the
subsidiaries on loss of control. Profit from operations of the subsidiaries till the date of loss of control has
been presented as "Discontinued Operations” in the consolidated statement of income.

Financial services license for Alkhair Portfoy Turkey was also surrendered during the prior vear and the
company was renamed asAlkhair Gayrimenkul Yatirim Ve Ticaret A.S. The company was put under
voluntary liquidation. Accordingly, the loss from operations of the subsidiary had been presented as
"Discontinued Operation” in the consolidated statement of income and assets and liabilities had been
presented as held-for-distribution in the consolidated statement of financial pasition.,
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18 DISCONTINUED OPERATIONS AND ASSETS HELD-FOR-DISTRIBUTION (continued)
The disposal/derecognitions have the following impact on the consolidated financial statements:

2023 2022
Uss '000 US$ '000

Income:

AKIIM Sdn Bhd - -

Expenses:

AKIIM Sdn Bhd (25) (32)
(25) (32)

Loss from discontinued operations (25) [32)

Below are the details of assets and liabilities held-for-distributions as of 31 December 2023

Assets Liabilities

USS$ '000 Uss$ 000

AKIIM Sdn Bhd 162 -
Alkhair Gayrimenkul Yatirim Turkey 11 -
173 -

Below are the details of assets and liabilities held-for-distributions as of 31 December 2022

Assets Liabifities
US$ '000 US$ 'ooo
AKIIM Sdn Bhd 162 -
Alkhair Gayrimenkul Yatirim Turkey 17 -
179 -
19 COMMITMENTS AND CONTINGENCIES
2023 2022
uUss$ '000 US$ '000
Lease commitments 20 40

20 40

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 Bahrain. The 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, where the
former Chief Executive Officer resides.

20 FAIR VALUE

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
fair value is the presumption that the Group is a going concern without any intention or requirement to
curtail materially the scale of its operation or to undertake a transaction on adverse terms. Generally
accepted methods of determining fair value include reference to quoted prices and the use of valuation
techniques such as discounted cash flow analysis,
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20 FAIR VALUE (continued)

Valuation techniques
Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction on the measurement date.

Investments

The Group measures the fair value of quoted investments using the market bid-prices in an active 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 arm’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 techniques include using recent arm’s length transactions
between knowledgeable, willing 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 receivables 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 value of expected
future cash flows is not expected to be different from their carrying values.

Other financial instruments

Placements 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 liabilities are not significantly different from their carrying values due to their short term nature.

Fair value hierarchy
The table below analyses the financial instruments carried at fair value, by valuation method. The different
levels have been defined as follows:

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

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e.as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

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

31 December 2023 Level 1 Level 2 Level 3 Total
uss$ ‘000 Us$ 000 Uss$ ‘ooo Us$ 000

Investments carried at fair value
through statement of income 10,720 - 52,335 63,055

31 December 2022 Level 1 Level 2 Level 3 Total
US$ '000 US$ '000 US$ '000 Uss$ ‘000

Investments carried at fair value
through statement of income 2,153 - 49,460 51,613

Movements in level 3 financial instruments
The following table shows the reconciliation of the opening and closing amount of Level 3 financial assets
which are recorded at fair value.
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20 FAIR VALUE (continued)

Fair value hierarchy (continued)

1 January Additions / Fair value 31 December
2023 Deletion gain 2023
Uss ‘000 Uss ‘000 Uss$ ‘000 uss ‘000
Investments carried at fair value
through statement of income 49,460 (587) 3,462 52,335
1 January Additions / Fair value 31 December
2022 Deletion loss 2022
Uss ‘000 US$ '000 Uss$ ‘000 US$ '000
Investments carried at fair value
through statement of income 43,716 4,336 1,408 49,460

Transfers between level 1, level 2 and level 3

There were no transfers between the levels during the year ended 31 December 2023 and 2022,

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

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

Effects of
reasonably
possible
alternative
assumptions
Carrying  on carrying
Rate amount amount
uss$ ‘ooo Us$ '000
31 December 2023
Investments carried at fair value through statement of incom 5% 52,335 2,617
31 December 2022
Investments carried at fair value through statement of incom 5% 49,460 2,473

21 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. Related parties
include significant shareholders and entities over which the Bank and shareholders exercise significant
influence, directors, members of Sharia Supervisory 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 activities of the
Group. The key management personnel compensation during the year is as follows:

2023 2022

Uss ‘000 US$ '000

Short term employee benefits 403 374
Post-employment benefits 3 8
406 382
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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 risk limits and other controls. The process of risk management is critical to
the Group's operations and each business unit within the Group is accountable for the risk exposures
relating to their responsibilities. The Group's main risk exposure categories are Credit risk, Market risk,
Liquidity risk and Operational.

e 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.

e Risk measurement: The Group measures risk using risk management position methodologies
which reflect the Group's investment risks, foreign exchange and profit rate exposure risks. The
Company relies on both quantitative and qualitative approaches in quantifying risks.

e  Risk monitoring: The Group's risk management policies and procedures incorporate respective
limits and the Group's activities. The Company conducts periodic reporting for ongaing monitoring
of its position at both Management and Board level.

e  Risk reporting: The Group undertakes reporting of all core risks relevant to its businesses on a
consolidated basis. The Board oversees risk management and transaction approval for the 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 Committee

The Audit Committee is appointed by the Board of Directors and consists of four non-executive 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 oversight 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 Sharia rules and principles in its transactions, activities and general philosophy.

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 methodologies 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 conducted by
the respective departments. This is supported by Risk Management which undertakes an independent risk
assessment of every investment transaction. Post-acquisition investment management is rigorously
exercised, mainly via board representation within the investee company, during the life of the investment
transaction.
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23 CREDIT RISK

The Group has exposure to the following risks from its use of financial instruments:
Credit Risk

Liquidity Risk

Market Risk

Operational Risk

The information about the Group's exposure 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

Credit Risk Policy Framework

The Company has a Group Credit 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 on collateral and defines roles and
responsibilities for credit risk management. The policy provides a guideline to business units when

Credit Risk Management

Credit risk is the risk that the Group will incur a loss of principal or profit earned because 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, investments and
other receivables.

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

2023 2022
Maximum  Maximum

exposure  exposure
usg ‘000  USS$ '000

On balance sheet:

Balances with banks 11,398 8,057
Other assets 12,486 7.970
23,884 16,027

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 contractual obligations to be similarly affected by changes in economic, political or other conditions.
Concentrations indicate the relative sensitivity of the Group's performance to developments affecting a
particular industry or geographical location.

In order to avoid excessive concentrations of risk, the Group's policies and procedures include guidelines
to focus oh 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 2023 was US$ 0.228 million relating to "balances with banks" (2022: US$ 0.161million 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 credit risk exposure is as

follows:

31 December 2023
Other North Grand
Bahrain  Middle East America Asia Europe Total
Type of Assets/Region Uss ‘000 Uss ‘000 uss$ ‘000 Uss$ '000 uUss$ ‘e00 uss$ 000
Balances with banks 350 11,047 - - 11,398
Other assets 4,274 8,212 - - - 12,486
Grand Total 4,624 19,259 - - - 23,884

31 December 2022

Other North Grand

Bahrain Middle East America Asia Europe Total

Type of Assets/Region Uss$ '000 US$ ‘000 Uss$ 'ooo uss$ ‘000 Us$§ ‘000 Uss$ 000
Balances with banks 153 7,904 - - 8,057
Other assets 338 7,632 7,970
Grand Total 491 15,536 - - - 16,027

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

31 December 2023

Real Estate
Type of Assets Banking and Const-
findustry and Finance Industrial ruction Technology Funds Trade Total
uUss$ ‘o0 Uss ‘000 uss$ 000 uss$ ‘000 uss$ ‘000 uss$ ‘000 Us$ ‘000
Funded:
Balances
with banks 350 - 11,047 - - " 11,398
Other Assets 4,274 - 8,212 - - - 12,486
4,624 - 19,259 - - - 23,884
31 December 2022
Real Estale
Type of Assets Banking and Const-
/Industry and Finance Industrial ruction Technology Funds Trade Total
US$ '000 US$ ‘000 Us$ ‘000 Uss$ ‘000 Uss$ ‘000 US$ ‘000 Us$ ‘000
Funded:
Balances with bank 153 - 7,904 - - - 8,057
Other Assets 338 - 7,632 - - - 7,970
491 - 15,536 - - - 16,027
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23 CREDIT RISK (continued)

Collateral and other credit enhancements

The Group utilizes collateral and other credit enhancements mostly on its credit facilities, in line with
Shari'a requirements. Before taking any form of collateral the Company pre-assesses impediments that
may restrict accessibility to collateral should the need arise as well as acceptability from a Shari'a
perspective. In this respect 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 value and obligor'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 2023, Following is an analysis
of credit quality by class of financial assets:

2023
Neither past Past due
due nor but not  Individually Impairment/
impaired impaired impaired provision Total
uss$ '000 uUss ‘000 Uss ‘000 uss$ ‘000 Uss 000
Balances with banks 11,398 - - - 11,398
Other assets 12,486 - (14,384) 14,384 12,486
Total 23,884 - {14,384) 14,384 23,884
2022
Neither past Past due
due nor but not Individually  impairment/
impaired impaired impaired provision Total
Us$ '000 uss ‘000 Us$ '000 Uss$ ‘000 Uss$ ‘e00
Balances with banks 8,057 - - - 8,057
Other assets 7,970 - (9,870) 9,870 7,970
Total 16,027 - (9,870) 9,870 16,027

The following table summarises the counterparty credit risk exposure covered by collateral as of:

31 December 2023 31 December 2022
Gross . Gross positive .
positive FV CO;Z?M' FV of Ct;,lla’tderal
of contracts contracts ©
Us$ '000 uss$ 'ooo Uss$ ‘000 Us$ ‘000
Balances with banks 11,398 - 8,057 -
Other assets 12,486 - 7,970 -
Total 23,884 - 16,027 -

* Collaterals values have been restricted to outstanding exposure of financing facilities.
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24 LIQUIDITY RISK MANAGEMENT

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

The key features of the Group's liquidity methodology are:
The Board is responsible for liquidity monitoring, cash flow planning and general asset liability

In accordance with the Basel recommendations on liquidity management, the Group measures liquidity
according to two criteria: "normal business", reflecting day-to-day expectations regarding the funding of the
Group; and "crisis scenario”, reflecting 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 budgeted expenses for the liquidity horizon and its forecast investment
commitments over the liquidity horizon.

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

Carrying
Gross un-discounted cash flows value
Less than 3to12 Over
3 months months 1 year Total
uUss '000 uUss$ ‘000 Us$ ‘000 Uss$ ‘000 Uss ‘000
At 31 December 2023
Due to financial institutions and customers - - 293,836 293,836 293,836
Other liabilities 3,110 9,331 - 12,441 12,441
Total financial liabilities 3,110 9,331 293,836 306,277 306,277
Carrying
Gross un-discounted cash flows value
Less than 3to 12 Over
3 months months 1 year Total
US$ ‘000 US$ ‘000 US$ 000 US$ ‘000 US$ '000
At 31 December 2022
Due to financial institutions - - 280,544 280,544 280,544
Other liabilities 2,245 6,735 - 8,980 8,980
Liabilities relating to assets held-for-distribution - - - - -

Total financial liabilities 2,245 6,735 280,544 289,524 289,524
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24 LIQUIDITY RISK MANAGEMENT (continued)
Analysis of financial liabilities (continued)
The table below shows the contractual expiry by maturity of the Group's commitments.

On 3to 12 Over
demand months 1 year
Us$ '000 US$'000 US$ '000

At 31 December 2023

Lease commitments = 20 -
Total & 20 -
On 3to 12 Over
demand months 1 year

US$'000 US$'000 US$'000

At 31 December 2022
Lease commitments = 40 -

Total S 40 -

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 classifies exposures to market risk into either trading or non-trading portfolios.
The Group does not currently engage in significant frading activity. Non-frading positions are managed and
monitored using sensitivity analysis.

Market Risk: Non-trading

Profit rate 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 liabilities that are exposed to profit rate risk include: placements with financial
institutions, financing receivables, investments in sukuks and due to financial and non-financial institutions.

Profit rate risk (continueq)

2023 2022
Change in Change in
profit Effect on profit Effect on
rate bps net profit rate bps net profit
Balance (+/-} (+/-} Balance (+/-) (+/-)
Assets
Bank balance 11,047 200 221 7,904 200 158
Liabilities
Due to financial institutions
andcustomers {293,836) 200 {5,877) (280,544) 200 (5,611)
Total {5,656) (5,453)

41



AlKhair Holding B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

25 MARKET RISK MANAGEMENT (continued)

Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to adverse changes in
foreign exchange rates.

The Company's financial assets and liabilities are mainly denominated in Bahraini Dinars and US Dollars.
As the Bahraini Dinar is currently pegged to the US Dollar, balances in the US Dollar are not considered to
represent a significant currency risk.

Equity price risk

Equity price risk 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 portfolio. The Group conducts significant investment activity in private equity, mainly in
unquoted entities. The Group manages this risk through diversification of its investments in terms of
geographical distribution and industry concentration by arranging representation on the Board of Directors
within the investee company, wherever possible. Investments are managed within maximum concentration
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 request repayment earlier than expected. The Group is not exposed to any
significant prepayment risk.

26 OPERATIONAL RISK

Operational risk is the risk of unexpected losses resulting from inadequate or failed internal controls or
procedures, systems failures, fraud, business interruption, compliance breaches, human error,
management failure or inadequate staffing. When controls fail to perform, operational risks can cause
damage to reputation, have legal 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 frained and competent people are in place
throughout the Group.
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27 MATURITY ANALYSIS OF ASSETS AND LIABILITIES
The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or settled.

ASSETS

Cash and balances with banks
Investments

Investment in associates
Investment in real estate
Other assets

Assets held-for-distribution
Equipment

Total assets

LIABILITIES

Due to financial institutions and customers
Other liabilities

Total liabilities

Commitments

Net liquldity gap

Net cumulative gap

* There are no items beyond the maturity of 10 years.

ASSETS

Cash and balances with banks
Investments

Investment in associates
Investment in real estate
Other assets

Assets held-for-distribution
Equipment

Total assets
LIABILITIES

Due to financial institutions and customers
Other liabilities

Total liabllities
Commitments
Net liquidity gap

Net cumulative gap

* There are no items beyond the maturity of 10 years.
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2023

Upto1 1t0 3 3to6 6to 12 Total up to 1to § 5to 10
month months months months 1 year years years Total
Uss$ 000  US$ 000 uss ‘o000 Uss 000 US$ '000  US$ 000 US$ ‘000 USS$ '000
- 11,398 - - 11,398 - - 11,398
- - - - . 63,055 - 63,055
- - 5 - - - 149,212 149,212
- - - - - - 177,269 177,269
- - - 12,486 12,486 - - 12,486
- 5 - 173 173 " - 173
- = = . . . 498 498
- 11,398 . 12,659 24,057 63,055 326,979 414,091
- - - - 283,054 10,782 293,836
- 6,221 6,221 - 12,442 - - 12,442
- 6,221 6,221 - 12,442 283,054 10,782 306,278
5 15 - - 20 - = 20
(5) 5,162 (6,221) 12,659 11,595  (219,999) 316,197 107,793

(5) 5,157 {(1,064) 11,595 11,595  (208,404) 107,793

2022

Upto1 1i03 3to b 6to12 Totalupito 1to 5 5to 10
month months months months 1 year years years Total
US$ ‘000  US$ '000 Us$ ‘000 Us$ ‘000 UsS$ 000  USS$ ‘000 US$'000  US$ '000
- 8,057 - - 8,057 v “ 8,057
- = - - - 51,613 - 51,613
B B - - - S 146,423 146,423
- - - - - - 177,179 177,179
- - - 7.970 7.970 - 7,970
- 5 - 179 179 - 179
- - - - - - 18 18
- 8,057 . 8,148 16,206 51,613 323,620 391,439
5 x - - 269,762 10,782 280,544
- 4,490 4,490 = 8,980 - - 8,980
- 4,480 4,490 - 8,980 269,762 10,782 289,524
5 15 15 5 40 - - 40
(5) 3,652 (4,505) 8,144 7,186  (218,149) 312,838 101,875

(5) 3,547 (958) 7,186 7,186  (210,963) 101,875
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28 SEGMENT INFORMATION

Operating segments are reported in accordance with internal reporting provided to Executive Management {the chief operating decision-
maker), which is responsible for allocating resources to the reportable segments and assesses its performance. All operating segments
used by the Group meet the definition of a reportable segment under FAS 22,

Currently, the Group is organised 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 transaction origination and
structuring, investment, placement to third-party investors, restructuring and managing
portfalio companies. This segment focuses on stable companies, historically revenue-
generating with positive profitability, requiring 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 Touristic Projects Co. “Taj” which own and operate
a shopping mall in Amman. At 31 December 2021, the total assets of Taj are US$ 189
million and the total equity is US$ 148 million. In 2021, Taj reported a net profit of US$ 1.3
million.

The business managed the Company’s Global Private Equity Fund. It also sources and
managed investments on behalf of the Bank's Strategic Acquisition Fund. The Strategic
Acquisition fund has liquidated.

AKIIM Sdn Bhd - UPDATE Alkhair international Islamic Bank Malaysia Berhad was established in 2004 to source
({formerly Alkhair International Islamic investment opportunities 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 surrendered during the previous period and entity was put on
voluntarv liauidation.

Information regarding the results of each reportable segment is included below. Inter-segment pricing is determined on an amm's length
basis. Management monitors the operating results of its business units separately for the purpose of making decisions about resource
allocation and performance assessment.

For the year ended 31 Dacember 2023

Investment inter-

Banking AKIIM Sdn Bhd company Total

uss$ ‘000 uss$ ‘voo Uss$ ‘000 uss ‘ooo
Net finance expense {20,554) - - {20,554)
Gain from investments - net 4,201 - - 4,20
Share of profit from associates - net 7,888 - - 7,888
Income from non-banking operations 16,832 - - 16,832
Fees and commission income 5,350 5,350
Other income 946 - - 946
Total income 14,663 - - 14,663
Total operating expenses {11,687) - - {11,687)
Income from assets held for distribution and
discontinued cperations - {25) o {25)
Charge of impairment - - - -
Profit / (loss) for the year 2,976 {25) - 2,951
Investment in associates 149,212 - - 149,212
Segment assets 414,377 173 - 414,550
Segment liabilities 306,387 - - 306,367
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28 SEGMENT INFORMATION {continued)

Net finance expense

Loss from investments - net

Share of loss from associates - net
Income from non-banking operations

Foreign exchange loss - net
Other income

Total incoms
Total operating expenses

Income / (loss) from assets held for sale and
discontinued operations

Impairment
Profit / {loss) for the year

Investment in assoclates
Segment assels

Segment liabilities

Geographic segment information:

For the year ended 31 December 2022

Investment AKIIM Sdn Bhd Alkhair
Banking Capital Inter-

Saudi Arabia company Total

USS$ 000 Uss§ ‘000 uss 'voo Uss$ ‘000 US$ ‘000
(17,620} - - (17,620)
720 - - 720
10,916 = - 10,918
16,336 - - 16,338
982 - - 982
11,334 - - - 11,334
{9,864) - - {9,864}

- (32) - (32)
1,470 {32) 1.438
146,423 - . 145,423
391,260 179 391,439
289,524 - 289,524

The Group operates in four geographic markets: Bahrain, Other Middle East, Asia Pacific and Europe. The following tables show the
distribution of the Group’s total income and non-current assets by geographical segments:

Total (loss) ! income
Net {loss) / profit for the year

Non-current assets *

Total income
Net (loss} / profit for the year

Nen-current assets *

* includes equipment and investment in real estate.

For the year ended 31 D 2023
Other
Babhrain Middle East  Asia Pacific Europe Total
(2 uss$ ‘600 uss ‘o000 Uss$ 000 uss ‘000
(1,594) 4,570 - . 2,976
(1,594) 4,545 . 2,951
1 159,519 - 159,520
For the year ended 31 December 2022
Other
Bahrain Middle East Asia Pacific Europe Total
USs$ ‘000 Uss ‘eoo US$ 000 Uss 'oo0 Uss ‘000
{2,365) 3,835 = - 1,470
{2,365) 3,803 = - 1,438
2 164,010 - 164,012
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29 BUSINESS COMBINATION

On 1 January 2023, the Group has acquired 100% shares of the Alkhair Group Holding Limited which owns 66.66% shares in
Alkhair Capital (Dubai) Limited.
The Group also has 16% financial investment at fair value through profit and loss in Alkhair Capital Saudi Arabia Company which
directly owns 33.34% shares as investment in associate.
Upon consolidation of the group we have aggregated the direct and indirect ownership and consolidated the results to 72%. Details
of the Group's investment in a subsidiaries are given below:

1 January 2023
Assets
Non-current assets
Property and equipment 632

Current assets

Accounts receivable and prepayments 1,862
Cash and cash equivalents 8,794

10,656
Total assets A 11,288

Non-current liabilities
Employees' end of service benefits 107

Current abilities

Accounts payable and accruals 271
Total liabilities B 378
Fair value of net assets taken over business combination A-B 10,910
NCI portion of net assets at 33.34% 3,669
Alkhair portion of net assets at acquisition at 66.66% C 7,241
10,910
NCI portion of net assets at 33.34% 3,669
Investment in associate portion of fairvalue adjusted in NCI (587)
Net NCI at 28% 3,082
Total consideration D 7,700
Goodwill c-D @59)

30  SHARIA 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 adopted by the Bank to ensure that its activities are conducted in accordance with Islamic Sharia principles.

31 EARNINGS AND EXPENSES PROHIBITED BY SHARIA

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

32 SOCIAL RESPONSIBILITIES
The Group discharges its social responsibilities through donations to good faith charity funds.
33 ZAKAH

The Bank is not obliged to pay Zakah. Payment of Zakah is the responsibility of the sharehoiders of the Bank. Zakah payable by
shareholders on their holdings in the Bank is calculated on the basis of a method prescribed by the Bank's Sharia Supervisory Board.
Zakah payable by the shareholders in respect of the year ended 31 December 2023 was US$ Nil per share (2022: US$ Nil per share).

34 SUBSEQUENT EVENTS

The Group has a 50.07% stake (2022: 50.07%) in BFC Group Holdings Ltd. ("BFC"), a company incorporated in the United Arab Emirates.
Subsequent to year end, at 30 June 2024, BFC Group Holdings W.L.L. has signed a sales and purchase agreement with Al Ansari
Financial Services, where they agreed to sell the 100% holding at a consideration of USD200 million. The Company is anticipating that this
transaction shall close by the first quarter of financial year 2025, as there are certain conditions agreed by both parties that are yet to be
completed and approvals from legal authorities are also pending. Other than this, there are no events subsequent to 31 December 2023
that would significantly impact the amounts reported in the consolidated financial statements as at 31 December 2023,
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