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\ Who we are

Bank ABC
at a Glance

Renowned as one of MENA's leading international
banks, Bank ABC [incorporated as Arab Banking
Corporation BSC) was founded in 1980 and is
headquartered in Manama, Kingdom of Bahrain.
Our vast global network spans 15 countries across
the Middle East, North Africa, Europe, the Americas
and Asia and actively covers 25 markets.

NNV 777777

4K+

A diverse workforce of more
than 4,000 employees




A leading universal banking proposition g

NNV NNNNNNWWHTTHTTTT77777,

Do

Wholesale Retail
Banking Banking
/ Transaction Banking Full suite of retail
/ Specialised Finance products & services
. ial K offered in Bahrain, Egypt,
i FhEER e Jordan, Algeria & Tunisia
/ Capital Markets
/ Islamic Banking
/ Real Estate Finance

Ownership structure
Bank ABC (Controlling Shareholders)

¢ AP

CENTRAL BANK OF LIBYA

(%9 jloiin 1l dolall digll

Kuwait Investment Authority

\\\\

— 5937%

7
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Payments

/ Processing
/ Merchant Acquiring
/ Fintech services

Bank ABC
at a Glance

Others, including
Free Float

\\\\.

10.94%
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\ Who we are

Globa

New York

Sao Paulo

\ 4 Ul

-00tprint

London

Paris

Algiers
(24 retail branches)

Tunis
(17 retail branches)

Tripoli

Cario
(67 retail branches)

Your business partner
across 5 continents
& 15 countries

Frankfurt

Milan

Istanbul

Dubai

Manama
(Group Head
office & ila Bank)

Singapore

Amman
(23 retail branches)



ey
Milestones

Incorporated in
Bahrain pursuant
to Amiri Decree
Law No.2

Banco Atlantico
acquisition

Bank ABC

increased its
authorised and

paid up capital to
US$2.5bn & US$2.0bn
respectively

Rebranded to
“Bank ABC”

Acquisition of
99.5% stake in
BLOM Bank Egypt

1980

1984

2008

2015

2021

Significant chapters in
our 40+ year old story

1981

1991

2010

2019

Bank ABC's three
shareholders: KIA,
ADIA and Central

Bank of Libya inject

US$750 mn equity

Establishment of
ABC International
Bank PLC in
London

Central Bank of
Libya increases
its investment
share to 59.4% by
acquiring ADIA's
17.7% share

Launch of Bank
ABC's digital

mobile-only bank in

Bahrain, ila Bank
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Financial Highlights

As at 31 December 2022

Earnings (US$ Million)

Net interest income 786 592 516 564 559
Other operating income 315 262 130 301 258
Total operating income 1,101 854 646 865 817
Profit before credit loss expense, taxation and non-controlling interests 411 285 160 341 343
Credit loss expense (119) (106) (329) (82) (79)
Profit (Loss) before taxation and non-controlling interests 292 179 (169) 259 264
Net profit (loss) for the year from continuing operations 154 100 (89) 194 202
Financial Position (US$ Million)

Total assets 36,639 34,901 30407 30,068 29,549
Loans and advances 18,190 16,716 15,656 16,452 14,884
Placements with banks and other financial institutions 2,226 3,031 1,803 2,051 2,991
Trading securities 590 902 171 507 977
Non-trading investments 8,080 8,390 6,696 5,836 5661
Shareholders' funds 3,705 3872 3,767 4,031 3,862
Additional / perpetual tier-1 capital 390 - - - -
Ratios (%)

Profitability

Net interest margin 2.5 2.0 19 2.0 21
Cost: Income ratio (costs as % of gross operating income) 63 67 75 61 58
Net profit (loss) as % of average shareholders' funds 3.8 26 (24) 49 5.2
Net profit as % of average assets 0.44 031 (0.30) 065 071
Dividend cover (times) 3.30 322 - - 217
Capital

Risk weighted assets (US$ million) 27,546 25,595 24,483 25,741 23977
Capital base (US$ million) 4,626 4,324 4,285 4609 4,352
Risk asset ratio - Tier 1 15.7 159 166 169 172
Risk asset ratio — Total 16.8 169 175 179 18.2
Average shareholders' funds as % of average total assets 11.6 119 124 132 134
Loans and advances as a multiple of shareholders' funds (times) 49 43 42 41 39
TotSarL;jrit?]to(licriwecrlz’dfisgdr;o(r;;%r;t]ro\Hng interests) as a multiple of 88 80 7 65 67
Borrowings as multiple of shareholders’ funds (times) 0.35 031 0.48 052 0.52
Assets

Loans and advances as % of total assets 49.6 479 515 547 504
Securities as % of total assets 237 26.6 226 211 225
Impaired loans as % of gross loans 35 34 5.2 37 40
Aggregate provisions as % of impaired exposures 101.1 112.2 1011 1019 1007
Loans provisions as % of gross loans 3.6 40 53 36 37
Impaired securities as a % of gross non-trading debt securities 0.9 11 13 13 18
Securities provisions as a % of gross non-trading debt instruments 1.07 124 147 154 210
Liquidity

Liquid assets ratio 333 378 36.1 354 391
Deposits to loans cover (times) L4 15 14 13 14
Share Information

Basic earnings per share - profit for the year $0.05 $0.03 ($0.03) $0.06 $0.07
Dividends per share - cash $0.015 $0.010 - - $0.030
Net asset value per share $1.20 $1.25 $1.22 $1.30 $1.24
Capitalisation (US$ Million)

Authorised 4,500 3,500 3,500 3,500 3,500
Issued, subscribed and fully paid-up 3,110 3110 3110 3110 3,110
Treasury shares 6) 6) (6] 6) (4)

*Comparative figures restated to conform with the presentation in the current year.
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\ Timeline

Yea( IN
Review

June

Appointment of Group Head of Risk Management

Bank ABC wins two major titles at the MENA Banking
Excellence Awards 2022 (Organised by MEED) - Best
Digital Banking Initiative and MENA Islamic Finance
Bank of the Year

April

S&P upgrades Bank ABC's
outlook to ‘Stable’ and affirms
its ‘BBB-/A-3' ratings
Appointment of Jawad Sacre
as Bank ABC Algeria’s CEQO

March

Bank ABC Tunisia announces the
retirement of Chedia Bichiou and
appoints Saber Ayadi as the new CEO

Bank ABC's 2022 AGM approves US$31
million dividend and capital strengthening
action to support future growth

February

The Group reports a net profit of
US$100 million attributable to the
shareholders of the parent

January

Bank ABC wins big at the Global
Finance-World's Best Treasury and Cash
Management Banks 2022 awards- wins
Best Overall Bank for Cash Management
in Bahrain and Tunisia




2022 marked a year of milestones for the
Bank, as we made major strides in our
transformation strategy and ambition to
become the ‘bank of the future’.

July

Bank ABC Group Chief Executive announces hs
retirement.

Bank ABC named ‘Best Bank for Digital Solutions’ by
Euromoney Awards for Excellence 2022

Auqust

Mr. Sael Al Waary appointed as Acting Group CEO

Bank ABC named as Best Bank for “Innovation in
Digital Banking” in the Middle East by The Banker

September

Bank ABC emerges the Middle East winner of The Banker Transaction
Banking Awards 2022

ila Bank brings home five awards at the Global Finance ‘World’s Best
Consumer Digital Bank Awards’ 2022

New strategy cycle kicks off at Global Leadership Team Meeting 2022
under the theme ‘Accelerating Performance’

Bank ABC'’s revolutionary ‘ila Bank’ takes its first step towards global
expansion with a successful launch in Jordan

November

Appointment of Head of Asia, Group Head
of Corporates and Group Head of Retail and
Digital Banking

ila Bank named the ‘Leading Digital Bank’ in
two categories - the Middle East and Consumer
Banking Segment, at the IBSi NeoChallenger
Bank Awards 2022

December
BLOM- ABC legal merger completed
New leadership team appointed in Eqypt

15
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Group Performance

(US$ Million)

Bank ABC Group

ABC Parent
2022 Highlights (ABCB.S.C)

Total assets 19,602 36,639
Total non-trading investments 4171 8,080
Total loans and advances 6,106 18,190
Total deposits 11,269 25,595
Shareholders' funds and perpetual instrument holders 4,095 4,095

MENA Subsidiaries

ABC ABC BLOM ABC
2022 Highlights Algeria Jordan Bank Egypt Tunisia
Total assets 602 1905 669 1,992 359
Total non-trading investments 132 470 176 623 54
Total loans and advances 360 1,069 197 542 225
Total deposits 388 1,517 575 1,738 283
Shareholders' funds 192 231 71 205 26
Number of branches 24 23 26 41 17

Wholesale Banking and Other Subsidiaries

ABCIB Banco ABC ABC Islamic
2022 Highlights (London) Brasil Bank

Total assets 3791 1117 9613 2423 101
Total non-trading investments 654 - 926 882 -
Total loans and advances 2,310 840 5628 941 -
Total deposits 2,555 897 7147 2,058 23
Shareholders' funds 652 198 1,004 332 40
Number of branches 1 2 1 - -




Bank ABC Group
Organisational Chart

Q ‘ Board Audit Committee

Board of Directors

a Board Compliance
Committee

Group Compliance
Maadian Botha

Group Audit
Johan Hundertmark

Group Wholesale Banking
Amr EINokaly

Wholesale Banking Products
Coverage
Middle Office

Wholesale Banking COO

Group Treasury & Financial Markets

Christopher Wilmot

Corporate Treasury
Financial Markets

Capital Market

Asset Management/Custody

Business Management

Group Chief Financial Officer

Brendon Hopkins

Group Finance

Group Balance Sheet Management
Group Strategy

Shareholder Relations

Accounts & Expenses Management

Business Catalyst

Banco ABC Brasil

Acting Group Chief Executive Officer
Sael Al Waary

Deputy Group Chief Executive Officer
Vacant

Geographies —

Bahrain Business Units
Bank ABC Islamic
MENA Units
Bank ABC Algeria
Bank ABC Tunisia
Bank ABC Egypt
Bank ABC Jordan
Europe
Bank ABC UK
Bank ABC Istanbul
Bank ABC France
Bank ABC Milan
Bank ABC Frankfurt
New York Branch
Singapore Branch
DIFC Branch

Libya Office

ila Bank (Retail Branch- Bahrain)

Digital, Mobile-only Bank

Group Human Resources —
Group Legal Counsel —
Group Innovation —
Group Digital Banking & Retail —
Group Corporate Communications —

Board Secretary
Abdelkhalig Shaib

v Board Risk Committee

Group Credit & Risk
Sedjwick Joseph

Head of Risk Management
Group Chief Credit Officer
Economics

Risk Reporting & Risk Systems

Group Asset Quality Review

Group Chief Operating Officer

Ismail Mokhtar

Group Corporate Services
Group Information Technology
Group Cyber & Information Security

Group Operations

Arab Financial

Services Company
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An attractive investment
t r O n g case supported by
robust fundamentals,
strateqic focus and
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Be part of the exciting journey of one of MENA's leading 19
international financial institutions as we deepen our

footprint, deliver profitable growth, accelerate towards

our strategic goals, and build a sustainable, digital-led

banking powerhouse in the region.

A
AN\
AN\
NN

Innovative banking that is delivering results despite market headwinds - the
Bank reached historic revenue levels, crossing the US$1 billion mark in 2022.
Acceleratlng proﬁtabllltg - Growth of 54% in net profits to reach US$154m, continuing the rising trend
while maintaining a post-Covid.
. Dividend pay-out also increased by 50% year-on-year.
Strong balance sheet A strong balance sheet with capital and liquidity ratios well above the

requlatory requirements: the Group’s T1 ratio is at 15.7%, comprising
predominantly CET1, LCR 225% and NSFR 124%.

Bank ABC
at a Glance

Successful merger and ongoing integration of Bank ABC Egypt with
BLOM Bank Egypt, creating a new platform to turbocharge growth in this
Comprehensive core MENA market and nearly tripling Bank ABC's market share in Egypt.
corporate strategg . Significant growth in core business across the network - with multiple
driving results new clients onboarded' in MENA and acrpss our |nternatlonél network,
who choose to bank with us due to a unique customer service value
proposition and state-of-the-art digital capabilities.
Winner of The Banker Transaction Banking Award for the Middle East,
and Best Overall Bank for Cash Management in Bahrain and Tunisia’ by
Global Finance.
A holistic, collaborative, and evolutionary approach to sustainability,
covering governance, operations, human capital management, risk
management and community development.

Continuing fast-paced growth and gains in market share for the
award-winning digital, mobile-only bank ila in Bahrain - on its way to
DIgIta' pioneer investing regional rollout to major MENA markets, starting with Jordan.
in bank OF the Future . The Group’s ambitious, Wholesale Banking Digital Transformation
Programme gaining momentum to deliver Transaction Banking
solutions across Cash Management, Documentary Trade, and Supply
Chain Finance.
Leveraging Al and data analytics and devising target operating
models to maximise the adoption of digitisation and automation.
Recognised as the Best Bank in ‘Innovation in Digital Banking’ in the
MENA region by The Banker and the Best Bank for Digital Solutions
in Bahrain by Euromoneu.

Highly experienced C-suite team with multiple years of experience in Bank
ABC and other major regional and international banks.
Effective and experlenced . Diverse and highly experienced representation across Group Boards to

management’ committed ensure balanced and effective governance.
to I"ObUSt governance and . Continugd Focu; on prgactive ménagementof risk}and impr-oving‘risk

X culture, improving credit, operational and market risk practices with the
risk management Group’s cost of risk returning to pre-pandemic levels.

Bank ABC Group
Annual Report 2022
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Accelerating
performance
while building the
bank of the future.

7777777 o oo

Highest total
operating income in
o the Bank’s history

Chairman’s
Statement

Saddek'Omar El K
Chairman

On behalf of the Directors of the Bank
ABC Group, it gives me great pleasure
to submit the Directors’ Report for
2022 to our shareholders. The report
details the Bank's consolidated
financial performance and outstanding
achievements for the year, as well as
our strateaqic priorities and ambitions
for the future.

2022 was a record-breaking year for Bank ABC,

as we exceeded US$1 billion in revenue for the first
time in our history. We built on the momentum of
the previous year to accelerate performance and
continue our digital transformation journey while
delivering outstanding results, supported by a
smooth leadership transition that positions the
bank for future growth and value creation

moving forward.

Economic conditions

Across our core and network markets, economic
activity improved considerably during 2022, with
corporate profitability continuing to recover from
the impact of the COVID-19 pandemic. While global
growth slowed from 6% in 2021 to 3.2% in 2022,
weighed by surging inflation, higher interest



rates and the impact of conflict in Europe, our
operating markets bucked this trend. MENA
economies grew on average by an estimated 5.5%
this year, compared to 4.1% in 2021. This was driven
in large part by hydrocarbon exporting countries,
which enjoyed a sharp improvement due to the

rise in commodity prices and increased European
demand for oil and gas pivoting away from Russia.

These factors complemented the Group’s strong
business performance across our markets,
positioning it to deliver the excellent results
reported below.

Leadership transition

On 1st August, the Board of Directors appointed
Mr. Sael Al Waary, as the Acting Group CEO. He

is a long-time leader at Bank ABC Group and has
been a major force behind its strategic digital
transformation. He continues to drive the Bank’s
business forward, capitalising on opportunities and
powering the Group's strategic progress to boost
returns and accelerate profitable growth.

T 7777777 e o

o)

0
Net profit
increase

Accelerating financial performance

Our financial performance during 2022 has been
strong, with excellent growth in core business
assets, supported by the increasing interest rates
environment and the first full year consolidation
of BLOM Bank Egypt, boosting headline revenues
by 29% year-on-year to surpass the billion-dollar
threshold for the first time ever.

We continued to prioritise active cost management
to invest while achieving efficiencies as well as
controlling the cost of risk. Our overall results
reflected a robust 54% increase in net profit for the
year to reach US$154 million (vs US$100 million in
2021). Return on Equity grew by almost 1% year-
on-year, while capital and liquidity remained at
healthy levels, supported by the completion of the
Additional Tier-1issuance earlier in 2022.

Consequently, earnings per share for 2022 stood
at US$0.05.

Digital transformation & strategic progress

In 2022, we continued to make steady progress
towards our strategic goals, accelerating the
execution of our inorganic growth and digital
transformation agendas.

BLOM Bank Egypt and Bank ABC Egypt completed
their legal merger, emerging as a

single larger entity on Legal Day 1 (LD1), on January
1, 2023, following our acquisition of a 99.5% stake

in BLOM in August 2021. This is a major milestone
towards strengthening our presence in the
Egyptian market, providing the scale and footprint
to fully capitalise on our growth ambitions.

ila Bank, after recording an impressive growth in
customer base, deposits, and sizeable market share
improvement in Bahrain, marked the beginning of
its regional rollout in 2022, starting with Jordan.
The country’s vision to create a cashless digital
economy, along with a fintech-enabling, Cloud-
supportive environment, welcomed ila Bank’s
disruptive, digital approach to personal finance.

The Wholesale Banking digitalisation programme

introduced a new digital front-end to our customers.

Through our state-of-the-art supply chain finance
and documentary trade platforms, clients can now
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initiate transactions digitally for improved customer
experience, visibility, process optimisation and
operational efficiency. Next releases include a cash
management suite and a dedicated Wholesale
Banking portal for clients to access all our digital
product platforms.

AFS, the Group’s Fintech and payments subsidiary,
also had multiple successes, expanding into the
Egyptian market, with the establishment of the
AFS Egqypt hub for merchant acquiring business,
and signing up new partners in Libya and UAE. AFS
also achieved technological, product and service
enhancements, in line with its strategic roadmap
and leveraging its shareholders’ decision to inject
capital to propel further revenue growth and
strateqic expansion.

Outstanding business performance

Wholesale Banking (WB) achieved an excellent
expansion of its customer base across the Bank's
network of presence and non-presence coverage
markets during the year. Capitalising on the sector
and segment outlooks, the WB business closed the
year with a strong profitability position. Growth in
assets and earnings was seen in our MENA markets
as well as in the Bank’s Asian, European, and North
American businesses in line with the Group’s overall
strategy to leverage the global franchise.

In Capital Markets, we solidified our standing

and momentum, securing numerous high-

profile primary market mandates for sovereign
borrowers, government-related entities, and
financial institutions. Underwriting and distribution
formed the foundation of Bank ABC's activity in
the syndicated market space; we underwrote over
US$e billion during the year to achieve record
revenues. The Financial Markets business also
continued to expand and create value, with
growth in revenues, client base and product
offerings across market, credit, and liquidity

risk management.

The Retail business in MENA reviewed its
strategy with the addition of BLOM retail
business and branches in Egypt and theila
launch in Jordan. The heavy focus on digitisation
continues the transformation towards a hybrid
model, integrating the ila Bank technology and
operating platform to align with our Bank-wide
digital-first strategy, while leveraging existing
branches and product capabilities.

W22
ila Bank Network

2019 Bahrain

2022 Jordan

Wlllizzzzzz722%

In 2022, we continued
to make steady
progress towards our
strategic goals.

An enhanced ESG framework

During 2022, we reinforced our strong commitment
to robust governance, social diversity and
sustainability, as a foundation for continued
strategic growth and value creation. To this end,
we maintained focus on developing and promoting
a culture of operational efficiency and resilience
through business continuity, workforce planning
and effective risk management. We revamped

our Operational Risk Framework, completed our
data protection project and finalised our Group
outsourcing framework and policy.

Our environmental, social and governance (ESG)
journey continued to pick up pace, as we extended
our ESG approach across all business units in the



Group and committed resources to develop an
advanced ESG framework and strategy, which will
integrate our sustainability commitments with
strateqic priorities.

Bank ABC's performance and strategic progress
was recognised by major awards platforms
throughout the year. The Bank was awarded

by The Banker as the Best Bank in ‘“Transaction
Banking’ and ‘Innovation in Digital Banking’ in the
MENA region. MEED recognised us for ‘Best Digital
Banking Initiative’ and named us the ‘MENA Islamic
Finance Bank of the Year. Global Finance named
us the ‘Best Overall Bank for Cash Management in
Bahrain and Tunisia’ and we won the ‘Best Bank for
Digital Solutions in Bahrain’ award by Euromoneuy.
The IBSi Global Fintech Innovation Awards
recognised us for ‘Best Treasury Implementation’,
and the Bonds Loans and Sukuk Awards named
Bank ABC's Kuveyt TUrk transaction the ‘Islamic
Capital Markets Deal of the Year’

ila Bank, took home the title of ‘Best Consumer
Digital Bank in Bahrain, along with five
subcateqories, from the Global Finance Digital
Banking Awards. It also won ‘Leading Digital Bank in
the Consumer Banking Segment in the Middle East’
from the IBSi NeoChallenger Bank Awards and ‘Best
User Experience’ from the Red Dot Design Awards.

Setting bold aspirations for 2023

In 2023, global growth is expected to weaken

to 2.9%, hindered by the fading post-pandemic
economic rebound, tighter financial conditions, and
the ongoing war in Europe. A decline in inflation

is expected to provide scope for central banks to
lower palicy interest rates towards year-end.

Despite the expected economic headwinds, the
Bank is confident it can capitalise on its strengths,
and continues investments to fuel its performance
going forward. During the coming year, the Group
will renew its strategic plans for the next cycle
from 2023 to 2026, focussed on accelerating
growth, boosting returns and capitalising on its
investments. The Bank also looks forward to
continuing to deliver on its digital transformation
journey, which is well underway, and making
significant progress on the ABC - BLOM Integration
in Eqypt. Bank ABC's record results, diverse
achievements and clear strategic direction will
provide a robust foundation to continue to set bold
aspirations to accelerate performance and build the
bank of the future, in 2023 and beyond.

On behalf of the Board, I would like to thank our
home requlator, the Central Bank of Bahrain, and
share our appreciation for the continued support
of our principal shareholders, the Central Bank of
Libya and the Kuwait Investment Authority.

Finally, I would like to thank my colleagues on the
Board for their astute direction during 2022, and
all our talented and dedicated employees across
the Group, who are the driving force behind our
ability to achieve these goals today and for

the future.

Ellizzzzzzz2%

During 2022, we reinforced
our strong commitment to
robust governance, social
diversity and sustainability,
as a foundation for continued
strategic growth and value
creation.

25

Chairman’s

Bank ABC Group

Statement

Annual Report 2022



Chairman’s
Statement

Bank ABC Group
Annual Report 2022

Board of Directors’ remuneration details
The aggregate remuneration paid to Board members in 2022 amounted to US$1,760,511 (2021:

US$1,382,000), which is paid in accordance with the Directors’ Remuneration Policy adopted at
the Annual General Meeting on 21 March 2021 as follows:
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Fixed remunerations Variable remunerations
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Total allowance for
attending Board and
committee meetings

SEIERES
Remunerations of the

Chairman and BOD
End-of-service award

Aggregate amount

(Does not include expense
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First: Independent Directors:

Dr. Anwar Al Mudhaf 36,250 6,000 - - 42,250 - - - - - - - -
Mr. Bashir Omer 35,000 4,500 - - 39,500 - - - - - - - -
Dr. Farouk El Okdah 127500 12,000 - 18,103 157603 - - - - - - - -
Dr. Yousef Al Awadi 38,750 6,000 - - 44,750 - - - - - - - -
Dr. Ibrahim El Danfour 101,250 21,000 - 69,868 192,118 - - - - - - - -
Mr. Abdallah Al Humaidhi 97500 13,500 - 29,777 140,777 - - - - - - - -
Mr. Khalil Nooruddin 111,667 34,500 - 19,325 165,492 - - - - - - - -

Second: Non-Executive Directors:

Mr. Saddek Omar El Kaber 142,500 12,000 - 34,213 188,713 - - - - - - - -
Mr. Mohammad Saleem 136,250 19,500 - 50,940 | 206,690 - - - - - - - -
Mr. Ali Al Ashhab 28,750 6,000 - - 34,750 - - - - - - - -
Mr. Ashraf Mukhtar 82,500 10,500 - 43127 136,127 - - - - - - - -
Dr. Tarik Yousef 137,083 37500 - 43127 217710 - - - - - - - -
Ms. Huda Al Mousa 124,167 34,500 - 35364 | 194,031 - - - - - - - -

Third: Executive Directors:

Total 1199167 | 217,500 - 343,844 | 1,760,511 - - - - - - - -

*Travel and accommodation costs.

Note: The aggregate remuneration paid to the members of the Board Remuneration Committee with
respect to their membership of such committee for the year 2022 was US$20,000, which sum is included in
the Retainer fee (2021: U5%$20,000).

No Director owned or traded Bank ABC shares in 2022.



Executive management remuneration details:

Total paid
salaries and
Executive management allowances

Remunerations of top 6
executives, including CEO and 6,463,548

Head of Finance & Administration

Total paid
remuneration
(Bonus)

3,608,582

Any other
cash/ in kind
remuneration
for 2022

Aggregate
Amount

10,072,130

Note: All amounts stated are in US Dollars.

Saddek Omar El Kaber
Chairman
12 Feb 2023

Mohammad Abdulredha Saleem
Deputy Chairman
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Acting Group

2022 was a
remarkable year
for Bank ABC,

as we continued
our strong post-
pandemic recovery
to achieve over
US$1 billion in
revenue.

Wllliizzzzzz7222

As a global banking
franchise, we strengthened
our platform for sustainable
growth in 2022.

CEQO’s Statement

QOur strong financial results in 2022
reflected excellent performance across
our core businesses, supported by
growth in our markets, an increasing
interest rate environment and the

first full year of consolidation of

BLOM Bank Equpt.

Despite significant challenges to the global
economy throughout the year, Bank ABC met its
strategic objectives and reported record-breaking
growth, boosting revenues by 29% compared to
the previous year. We continued our journey to
build the bank of the future, offering customers

a new kind of banking with agility, efficiency and
digital innovation at the core of our services.

Bank ABC'’s resilience is a result of its core values,
integrity, innovative outlook, and the commitment
and hard work of thousands of employees across
our network. With several prevailing challenges
across our markets, we continued to progress
towards greater growth and profitability. Our
digital transformation agenda has accelerated our
business growth. We move ahead with confidence,
turning challenges into opportunities and tackling
them with innovation. Bank ABC is performing while
transforming.



A year of exceptional progress

As a global banking franchise, we strengthened
our platform for sustainable growth in 2022,
increasing our capacity to innovate and expanding
our network to support our existing and new
customers.

We closed the year with excellent financial results,
boosting headline revenues and crossing the
billion-dollar threshold for the first time in the
Bank’s history. Net profit to shareholders stood at
US$154 million, against US$100 million in 2021. Total
operating income for 2022 was US$1,101 million,
representing an improvement of 29% on a headline
basis compared to 2021.

The Wholesale Bank refocused its post-pandemic
strategy on corporate customers, securing new
clients and closing the year with high returns. The
Bank had the tenacity and resilience to continue
originating business acraoss its client segments and
suite of products focusing on opportunities within
our unique value proposition to our clients.

We successfully finalised the merger of our
Egyptian subsidiaries to reach Legal Day 1,
following the Group’s acquisition of a 99.5% stake
in BLOM Bank Egypt in 2021. With a comprehensive
integration programme underway, and a new local
leadership team appointed, we remain steadfast
0N our journey to be the bank of choice for Egypt,
while significantly expanding our footprint and
acquiring a8 much larger customer base.

Our digital agenda continues in full force with

clear direction. The Group’s award-winning digital,
mobile-only bank ila, is establishing new industry
benchmarks, delivering superior customer
experience with maximum agility. Our numbers
speak for themselves; in 2022 ila’'s customer base
in Bahrain grew 42% compared to 2021, while
customer deposits grew 489% and total transaction
volumes were 2.4 times the previous year. Following
its remarkable success in Bahrain, we launched ila in
Jordan, taking a solid first step towards its planned
regional expansion.

We made substantial progress in our Wholesale
Banking Digital Transformation Programme,
focusing mainly on Transaction Banking solutions
across Cash Management, Documentary Trade, and
Supply Chain Finance. We are soon launching an
easy-to-use, consolidated digital portal that gives
clients access to the Bank’s services, starting with
Transaction Banking, through an intuitive, flexible

and completely customisable platform. We have
also completed phase-1 of the Trade Operations
Hubbing Project and Proof of Concepts for Al-
adoption in our Trade Finance operations; as well as
devised target operating-models that maximise the
adoption of digitisation and automation.

The Group’s digital payuments subsidiary, Arab
Financial Services (AFS), entered the Egyptian
market while amping up in-house capabilities to
support the Bank to better serve its customers.
Along with securing several key partnerships in
the region, it focused on providing comprehensive
digital onboarding solutions to customers and
launched a digital wallet super app, BPau.

Ellizzzzzz72%

We endeavor to integrate
sustainability in every
aspect of our business
across our global footprint.

International recognition

A testament of the strength of our strategy, is
the string of prestigious international awards

the Bank received during the year. This included
being recognised as Best Bank in ‘Transaction
Banking’ and ‘Innovation in Digital Banking' in the
MENA region by The Banker, ‘Best Bank for Digital
Solutions in Bahrain’ by Euromoney, and ‘Best
Overall Bank for Cash Management in Bahrain and
Tunisia’ by Global Finance.

A holistic view on sustainability

At Bank ABC, our commitment to building our bank
of the future goes together with our promise to
enhance returns to our shareholders, supported

by our sustainability strategy. We endeavour

to integrate sustainability in every aspect of

our business across our global footprint, as we
contribute towards managing a comprehensive
transition to a greener, low carbon economy. With a
dedicated team in place, we aim to fully capture the
opportunities this area provides.

The Group’s sustainability strategy encompasses
governance, strategy, operations, risk management,
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corporate culture, business generation and
stakeholder engagement. We continue to drive
improvements across our operations, supporting
regional and international objectives to combat
global climate change with a targeted approach.
Additionally, several initiatives are already
underway under governance, carbon footprint
reduction, Diversity, Equity and Inclusion (DEI),
and Corporate Social Responsibility (CSR). Soon
equipped with a comprehensive strategy, the Bank
will gain greater momentum and deliver more
impact and value for stakeholders.

As an organisation, we go above and beyond
to support our clients and endeavour to create
long-term value for them. We leveraged our
trade products to minimise the risk to our
customers to expand their businesses in
existing and new markets.

The Bank’s progress is not remaoved from that

of our employees. Early in the year, we focused

on a safe return to work post-COVID, organising
wellness interventions such as medical check-

ups and workshops on mental health and stress
management. Additionally, as part of our DEI
agenda we strive to promote a just and meritocratic
work environment, while providing career
development opportunities to our female staff.

Last but not the least, our commitment to the
success and welfare of the communities we serve
remains resolute, as we lead and facilitate several
initiatives across our geographies. In addition

to the Bank’s various CSR initiatives, this is also
demonstrated though our conscious effort to
finance sustainability linked initiatives. In 2022,
Bank ABC provided US$775 million in green and
sustainability-linked finance across its network.

Key priorities for 2023 and beyond

At Bank ABC, as we build our bank for the future,
we have a clear strategy and plan for growth;

we will continue to be more efficient, resilient,
innovative, agile and data-driven. Bank ABC
continues to be the employer of choice, while being
relevant to and creating value for our clients.

All our efforts are focused on performance
acceleration and to achieve this vision, we have

set high performance targets and KPIs across
all areas of our businesses and geographic units.
In 2023, we will continue to push ahead with the
clear objective of accelerating growth, improving
our current business, and operating model, and
diversifying our portfolio. We also look forward
to deepening our corporate penetration and
continuing to roll out digital-first expertise to our
customer through ila.

The Bank is working to further boost returns

by generating more capital-efficient business,
higher margins and returns on products, and
raising liabilities to reduce the cost of funds. We
are focusing to deliver a step change level to our
profitability and a better ROE to our shareholders.
And we will continue to capitalise on our journey
so far, reaping the rewards of our investments and
setting new and higher benchmarks for growth,
productivity, empowerment, and accountability -
this also means taking advantage of our strong
business franchise including in Brazil and the rest
of our network.

Expressing my gratitude

| take this opportunity to thank our shareholders
for their support and inspiration throughout 2022.
We remain committed to rewarding their trust as
Bank ABC continues its journey to become the
leading international bank in the MENA region.

My gratitude goes out to our home regulator, the
Central Bank of Bahrain, and other requlators
across our markets, for their guidance and
partnership, with Bank ABC demonstrating
exemplary standards of governance and requlatory
compliance.

As our Bank ABC family grows stronger, | thank all
our employees across the Group’s global footprint
for their consistent hard work, innovation, focus
and commitment. They have demonstrated
outstanding progress and capabilities as we move
towards our shared vision for the future.

. e —

—

Sael Al Waary
Acting Group Chief Executive Officer
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The Bank had the tenacity and resilience to continue
originating business across its client segments and suite of
products focusing on opportunities within our unique value
proposition to our clients.
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Board of Directors

Mr. Saddek Omar
El Kaber

Chairman
1>|<

MBA and MS in Public
Accounting, University
of Hartford, Connecticut,
USA.

Governor of the Central
Bank of Libya, Member
of the Board of Trustees
of the Libyan Investment
Authority, Chairman of
the Libyan National AML/
CFT Committee, Chairman
of the Libyan National
Payments Council, and
Chairman of Arab Banking
Corporation — Egypt
S.AE, Previously, Mr. El
Kaber was Chairman of
ABC International Bank
plc, UK, and Chairman
and General Manager of
UMMA Bank, Libya. Mr. El
Kaber has held past key
positions in a number

of banks and financial
institutions including
being the Deputy Chief
Executive Officer of ABC
International Bank plc,
UK, the Deputy Chairman
of the Board of Arab
Banking Corporation-
Algeria, Country Manager
and CEO of Arab Banking
Corporation-Tunisia and a
Director of Arab Financial
Services Company
B.S.C.(c). He joined the
Board of Arab Banking
Corporation (BS.C)in
December 2011 He has
more than 35 years of
experience in international
finance and banking.

Mr. Mohammad
Abdulredha Saleem

Deputy Chairman
RC#>|<

Bachelor of Business
Administration in Finance
from Kuwait University.

Mr. Saleem has gained
professional experience
from his service over

33 years at Kuwait
Investment Authority
since 1986 where he

held various positions
including the Treasury
Department Manager
from 2006 to date. He has
been a member of Warba
Bank’s Board of Directors
since March 2016 to
date. He currently holds
the position of Deputy
Chairman on the Board
of Bank ABC. He served
previously in the State
of Kuwait as Chairman
and Board Member of
audit and investment
committees. He has
been a Chairman or a
member of the board of
directors in a number

of companies such

as Generations Fund
Holding Company, Kuwait
Investment Company,
the Eqyptian Kuwaiti
Real Estate Development
Company, Gulf Custody
Company, Kuwait Real
Estate Holding Company,
Kuwait Flour Mill &
Bakeries Companu.

He also participated in
many theoretical and
practical courses at
leading banks and global
financial institutions

in areas of portfolios
management, investment,
and capital markets.

Dr. Farouk
El Okdah

Director
GCRemCo$8§

PhD in Business and
Applied Economics,
Wharton School,
University of
Pennsylvania; MBA

in Finance, Wharton
School, University of
Pennsuylvania; Master of
Accounting with Honors,
Cairo University; BA in
Accounting, Ain Shams
University, Equpt.

Former Governor and
Chairman of the Central
Bank of Eqypt and former
Chairman and CEO of the
National Bank of Egypt.
Dr. EI Okdah was also
former Vice President of
Bank of New York (US).
He is the Non-Executive
Chairman of the National
Bank of Eqypt (UK)
Limited, former Non-
Executive Chairman of the
Union de Banques Arabe
et Francaises (UBAF)

and former Member of
the Board of Directors

of Equpt Air, Equpt. Dr. El
Okdah joined the Board of
Arab Banking Corporation
(BS.C)in 2014. He has
more than 35 years of
experience in banking
and finance.

Dr. Tarik
Yousef

Director
ACGCCCt>|<

PhD in Economics,
Harvard University, USA.

Director of the Middle
East Council on Global
Affairs since 2022.
Member of the Board of
Directors of the Central
Bank of Libya since 2012.
Former Senior Fellow in
the Global Economy &
Development Program at
the Brookings Institution
between 2006 and 2020.
Dr. Yousef worked at
Georgetown University in
Washington DC between
1998 and 2006 as
Professor of Economics in
the Edmund Walsh School
of Foreign Service and
Sheikh Al-Sabah Chair

of Arab Studies at the
Centre for Contemporary
Arab Studies. His policy
experience includes
working as Economist

in the Middle East and
African Departments

of the International
Monetary Fund, Visiting
Senior Economist in

the Office of the Chief
Economist of the Middle
East and North Africa
Region of the World Bank
between 2002 and 2005

and Senior Advisor for the

Millennium Project at the
UN between 2004- 2005.
Dr. Yousef joined the
Board of Arab Banking
Corporation (BS.C)in
2015. He has 20 years of
experience in the finance
and business fields.

Ms. Huda
Al Mousa

Director
ACCCt>|<

MBA in Business
Management,
Georgetown University.

Director of General
Reserve Asset
Department at the Kuwait
Investment Authority
(KIA), which she joined in
2018. Ms. Huda Al Mousa
also serves on the Board
of Directors at Kuwait
Credit Bank since 2019.
She previously was on
the Board of Directors at
Kuwait Airways (2018-
2020). She also serves as
a Committee Member in
the State of Kuwait Debt
Management Committee
and various other State
level committees, and on
the Board of Directors of
Kuwait Credit Bank. Ms.
Al Mousa joined the Board
of Bank ABC in 2021 and
has more than 15 years
of experience in banking,
asset management,

and finance.



Mr. Abdallah
Al Humaidhi

Director
RCRemCo GC t§

MS, American University
of Beirut.

Vice Chairman and

Chief Executive Officer,
Commercial Facilities
Company, Kuwait; a
Director of the Board of
First National Bank SALL,,
Lebanon. Mr. Al Humaidhi
is also @ Member of the
Board and Honorary
Treasurer of the Kuwait
Chamber of Commerce &
Industry and a Director
of the Board of ABC
International Bank plc,
UK and a Member of the
Board of Directors of
Investcorp and Chairman
of the Audit and Risk
Committee. Member of
the Board of Directors of
the Kuwait Red Crescent
and Honorary Treasurer.
Previously he served as
Member of the Board and
the Executive Committee
of Kuwait Investment
Authority. He has been a
Director of Arab Banking
Corporation BS.C. since
2001 and has more than
30 years of experience
in the banking and
investment sectors.

Mr. Khalil Ibrahim
Nooruddin

Director
ACRCCCt§

Bachelor of Science in
Systems Engineering
from King Fahad
University of Petroleum
and Minerals, Dhahran,
Kingdom of Saudi Arabig;
Master of Science in
Quantitative Methods
and Finance from
Leonard N. Stern School
of Business, New York
University, New York,
U.S.A; Chartered Financial
Analyst from CFA
Institute, Charlottesville,
Virginia, U.S.A.

Mr. Nooruddin is a

senior banker, with over
40 years’ experience
gained through serving
local and international
financial firms both at
executive and board
levels. Currently, he is
the Managing Partner

of Capital Knowledge, a
management and financial
consulting firm. Over the
past twelve years, Mr.
Nooruddin concluded
several consulting

and restructuring
assignments for financial
institutions, working on
strategy formulation and
implementation. Prior

to this, Mr. Nooruddin
was a member of the
Management Committee
of Investcorp Bank,
Bahrain; Vice President
UBS Asset Management
in London and Zurich,
Vice President Chase
Manhattan Bank in
Bahrain; and Operations
Research Analyst, Bahrain
Petroleum Company,
Bahrain. He currently
serves on the board of
RA Holdings, formed
under authorisation of a
US bankruptcy court to
oversee the liquidation
of Arcapita Investment
Bank, Bahrain. Previously
he served on the boards
of Gulf International Bank,
Bank Al Khair, Ithmaar
Investment Bank, Bahrain
Islamic Bank, Takaful
Insurance Company

and Bahrain Financing
Companu.

Dr. Ibrahim
El Danfour

Director
ACRCRemCo CC#§

PhD in Accounting,
Glasgow Caledonian
University, Glasgow,
United Kingdom.

Chief Executive Officer
of the Libyan African
Investment Company
(LAICQ), Chairman of
BSIC Gambian Bank,
Gambia, Director of
Libya for Investment
Company, Egypt,
Member of European
Accounting Association
(No. 95844), founding
member of the Libyan
Accountants Association,
collaborator at Academic
of Postgraduate
Studies, Misurata, Libya.
Previously Dr. EI Danfour
was the Chairman of
Ensemble Hotel Holdings,
South Africa, Chairman of
LAICO Hotels & Resorts
Management Company,
Switzerland, Director of
Waha Bank, Libya. Dr. El
Danfour held various key
positions in academia

as well as the public and
private sectors, mainly
in accounting, financial
management, corporate
transformation and

ERP systems, giving him
more than 20 years of
hands on experience in
these domains, for which
he has a number of
publications and is

an active participator

in related high profile
events and conferences.
He has 13 years of
banking experience.

Mr. Ashraf
Mukhtar

Director
1>|<

Master of International
Accounting from
Malaysia.

Director of banking
operations department,
previously deputy of
director of banking
operations department,
worked as a member

of inspection team

at the department of
banking and monetary
supervision, appointed
in @ managing position
for Alrahila petroleum
company, previous
member of LCs foreign
currency payment
committee and deputy
head of documents

for collection committee,
has 13 years of
banking experience.

AC Member of the Board Audit Committee

GC Member of the Board Corporate Governance Committee
RemCo Member of the Board Remuneration Committee

RC Member of the Board Risk Committee

cc Member of the Board Compliance Committee

E Non-Executive

g Independent

>|< Non-independent
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Executive Management

Mr. Sael Al Waary
Acting Group Chief
Executive Officer

B.Sc. (Hons) degree

in Computer Sciences,
University of Reading,
United Kingdom.

Mr. Al Waary is the Acting
Group Chief Executive
Officer of Bank ABC
Group, with over 30 years
of banking, leadership and
management experience
garnered from the many
senior positions he has
held in both London and
Bahrain. Mr. Al Waary
represents the Bank as
Chairman of Bank ABC
Jordan, Chairman of the
Arab Financial Services
Company, and Deputy
Chairman of Bank ABC

in Equpt. He is also the
Chairman of ila Bank
Advisory Board.

Mr. Brendon Hopkins
Group Chief Financial
Officer

Chartered Accountant,
(ICAEW), Chartered Tax
Advisor (CIOT), MBA,
Henley Management
College, BSc (hons)
Industrial Mathematics,

University of Birmingham.

Mr. Hopkins joined Bank
ABCin 2014 as the
Group Chief Financial
Officer, responsible for
overseeing Finance,
Strategy, Change
Management, Mergers
& Acquisitions, Balance
Sheet Management,
Taxation and Investor
Relations. He has more
than 30 years’ previous
experience in the financial
services sector, including
periods with Standard
Chartered Bank, Deloitte
and Guardian Royal
Exchange. His previous
senior roles at Standard
Chartered Bank included
Chief Executive Officer,
Europe and Group Head
of Strategy, Western
Hemisphere. He is also a
Director on the Board of
Banco ABC Brasil and on
the Board of Governors
of St Christopher’s
School, Bahrain.

Mr. Ismail Mokhtar
Group Chief Operating
Officer

Master’s degree

in Management -
Economics, Sciences
and Management
University - Tunisia.

Mr. Mokhtar has had

a number of senior

roles with Bank ABC

for over two decades.

He served Bank ABC in
Tunisia as the Deputy
General Manager and
Chief Operating Officer
before moving to the
Head Office in Bahrain

as Business Catalyst,
Project Coordinator at the
Group Chief Operating
Officer’s Office in 2015. He
was appointed Regional
MENA COO in May

2018. Subsequently, Mr.
Mokhtar was appointed
Group Chief Operating
Officer in August 2019 to
support the delivery of
key support areas across
the Group, and oversee
the functional and
country COQOs across the
Group. Before joining Bank
ABC, Mr. Mokhtar held a
number of roles at the
Treasury Department of
Banque Nationale Agricole
(Tunisia) from which he
moved on to Bank ABC

in Tunisia in 2001. Mr.
Mokhtar represents the
Bank ABC Group as a
Director on the Boards of
Bank ABC in Jordan and
Bank ABC in Algeria.

Mr. Christopher Wilmot
Group Head of Treasury
and Financial Markets

MBA, University of
Strathclyde Business
School.

Mr. Wilmot joined Bank
ABC in June 2016

with responsibility for
the Bank’s Corporate
Treasury, Financial
Markets and Capital
Markets businesses.

He is a senior banker
with over 30 years of
treasury, investment
and financial markets
experience, covering both
conventional and Islamic
banking disciplines, of
which the last 25 years
have been within the
MENA region. He joined
the Bank ABC Group
from First Gulf Bank, Abu
Dhabi, where he was a
member of the executive
management team
responsible for managing
the bank’s overall liquidity,
wholesale funding
strategy, proprietary
investment and global
markets businesses.
Prior to joining FGB,

Mr. Wilmot held Group
Treasurer positions with
Ahli United Bank, Bahrain,
and Saudi Hollandi Bank,
Riyadh (ABN Amro
Group). His many career
achievements include
the opening of the Saudi
Arabian domestic debt
capital markets with

the inaugural Lower

Tier Il subordinated

debt issuance in

2005, overseeing the
conversion of Bank of
Kuwait and Middle East to
a Shari'a compliant bank
in 2010 and achieving
industry recognition

for developing FGB's
debt raising platform
through receiving Global
Capital's Award for “Most
Impressive Borrower-
Middle East” in 2015.

Mr. Amr EINokaly
Group Head of

Wholesale Banking

B.A & Commerce Degree
from Helwan University
and completed the
Investment Appraisal,
Risk Analysis & Project
Finance Programme,
Harvard Business School.

Mr. EINokaly joined Bank
ABC in 2018 as the Global
Head of Corporates

and is currently serving
as the Group Head of
Wholesale Banking. He
leads the delivery of Bank
ABC’s wholesale banking
capabilities through a
single platform to clients
across the Bank’s global
netwaork. His role entails
formulating and executing
business strategies,
driving performance,
developing customer
relationships, and building
franchise values for the
Group. He is currently
Chairman of the Board of
Bank ABC Islamic. Prior

to joining Bank ABC, he
served as the Division
Head of Corporate
Banking at Mashreq Bank,
U.AE and the Chairman
of the Wholesale Banking
Committee at Union of
Banks Federation of

the U.A.E. Previously,

he was with Citigroup
Equpt as Resident Vice
President between 1994
to 2003. Mr. EINokaly's
extensive corporate and
investment banking
expertise includes
product management and
client coverage positions
in North Africa, Middle
East, Asia, Europe, and
the U.S.A. Throughout

his 25 year career, he

led the origination and
structuring of multi-billion
dollar and award-
winning transactions as
well as strategic client
centricity and employee
engagement initiatives.



Mr. Sedjwick Joseph
Group Chief Credit &
Risk Officer

MBA, Cochin University of
Science and Technology
B. Tech (Engineering)

- National Institute of
Technology, Calicut.

Mr. Joseph joined ABC
International Bank plc

in Dec 2015 as the Chief
Risk Officer. He was
subsequently appointed
the Group Chief Credit and
Risk Officer in July 2020.
He has over 25 years

of banking experience
across credit, risk
management, portfolio
management and
analytics. His experience
spans across wholesale,
retail, private and
business (SME] banking
products. Previously,

he was the Chief Risk
Officer for Habib Bank
AG Zurich (HBZ). Prior to
HBZ, Mr. Joseph was with
Barclays and Standard
Chartered Bank holding
both country and regional
roles across multiple
geographies in Europe,
US, Asia, Middle East

and Africa.

Mr. Mohamed Almaraj
Group Head of Retail
Banking & ila Bank CEQ

B.S., Finance and
Accounting, Wharton
School of Business

Mr. Almaraj is the Group
Head of Retail Banking
and the Chief Executive
Officer of the digital
maobile-only ‘ila Bank’ in
Bahrain, having joined
Bank ABC in 2015. Prior
to his current roles,
Mohamed served as

the COO of ila Bank.
Previously, he played a
key role in several Group
level initiatives including
the establishment of
Bank ABC's DIFC office,
launch of the Debt Capital
Markets practice, and the
overall fintech strategy
for Bank ABC.

Prior to joining Bank
ABC, Mr. Almaraj was a
Senior Assaociate with the
investment bank, Perella
Weinberg Partners, in
New York with a focus on
mergers & acquisitions
transactions and
corporate restructurings
in the technology,

media, telecom and
financial services
sectors. He has 14 years’
experience in corporate
finance, investments,
restructurings, and digital
transformations across
the GCC and the US.

Mr. Johan
Hundertmark
Group Chief Auditor

Chartered Accountant
(Royal NBA), Chartered
Financial Controller (VRQ),
MSc (hons) Business
Economics, University

of Tilburg, Certified
Internal Auditor.

Mr. Hundertmark is a
Chartered Accountant
and member of the Royal
Netherlands Institute of
Chartered Accountants,
a Chartered member

of the Dutch Institute
of Financial Controllers
and he holds a Master's
Degree in Business
Economics from the
University of Tilburg.

He was trained at Ernst
& Young and KPMG in
the Netherlands before
joining ABN Amro Bank
NV. where he was
appointed Senior Vice
President for the bank
before accepting the
Chief Audit Executive role
at its subsidiary, Saudi
Hollandi Bank in Riyadh,
Saudi Arabia. He joined
Deutsche Bank AG in
Sydney, Australia, in 2008
as the Head of Audit

for Australia and New
Zealand and transferred
to Singapore as the Head
of Audit for Singapore
and ASEAN in August
2012, where he was
also responsible for the
audit of Corporate and
Investment Banking for
the Asia-Pacific region.
Mr. Hundertmark joined
the Bank ABC Group

in July 2016 as Group
Chief Auditor. He has 27
years’ experience in the
finance field.

Mr. Maadian Botha
Group Head of
Compliance

Compliance Professional
(CISA), Admitted Attorney
(RSA), LLM and MBA,
University of Pretoria.

Mr. Botha is a Compliance
Professional and member
of the Compliance
Institute of Southern
Africa. He holds Master’s
degrees in Law and
Business Administration
from the University of
Pretoria. He has more
than 25 years’ previous
experience in the financial
services sector, including
periods with the Financial
Services Board (RSA),
Barclays (Absa), PWC and
Nedbank. His previous
senior roles include the
Group Chief Compliance
Officer at Barclays
(Absa) and leading the
Compliance Practice

at PWC for Southern
Africa. At Nedbank, he
was a member of the
Compliance Executive
team responsible for
managing the bank’s
overall requlatory
relationships, Privacy,
Health and Safety and
compliance monitoring.
He previously held the
position as Chairman of
the Compliance Institute
of Southern Africa. Mr.
Botha joined the Bank
ABC Group in April

2020 as Group Head

of Compliance, and he
oversees the functional
and country Compliance
Officers and MLRO's
across the Group.
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\ Strategy in Motion

Financial excellence,
led by digital innovation

Bank ABC has a future-proof Digital Transformation Strategy, that
has not just delivered tangible results for the Bank but is also defining
a new era of banking in the region. The Bank’s objective is to:

SN2 NN\ 777777 NN\ 77777,

Ol 02 03

Enhance our existing Establish a leading Disrupt legacy
infrastructure, position in the wholesale and retail
products, services and market by offering banking models and
processes continually cutting-edge digital systems

solutions




An established digital

leader in the region

201/

Kicked-off MEA Fintech
Forum to embrace digital
disruption

2021

Started digital onboarding
service for Financial
Institutions and Corporates

2019

Launched region’s first
fully digital, mobile-only
bank, ila

Introduced region’s first
emotionally intelligent,
Al-powered Digital
Assistant ‘Fatema’

N
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2022

Launched digital trade
finance services for
Corporates
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Wholesale Banking
digital transformation
gaiNns momentum
U7y

Kicked-off new initiatives to deploy
next-gen frontline platform to digitally
empower frontliners; Cloud-based
data and analytics platform to provide
data-driven insights and intelligent
automation to increase agility and

T oo CHCREERS

Strategy in

Motion

Soon to launch a new corporate
portal, which will provide a new digital
gateway to the Bank’s services and

e et S S W

cross-border payment executed
in collaboration with Central

Bank of Bahrain and ’
JP Morgan.

: A pilot digital-currency based
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Steady progress being made on
Transaction Banking Transformation
Programme, focused on delivering
enhanced digital capabilities across

Cash Management, Documentary
Trade, and Supply Chain Finance. lI/////////////////////////////// %
o5
m o
‘ ‘ Completed phase-1 of the Trade =
Operations Hubbing Project and

PoCs for Al adoption in Trade
Finance operations; developing
models that maximise digitisation
and automation.

U777 o

Partnered with Temenos and
NdcTech to consolidate core banking

systems across 15 countries on
Temenos’ Cloud-native platform, for
a more robust platform to accelerate
growth and create value. -

E
It
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ila — the fastest growing
digital bank in the region

Group's digital mobile-only offering is the fastest-growing
such bank in the region

In 2022 ila's customer base grew 42% compared to 2021,
and deposits grew 48%

Maintained outstanding app ratings of 4.4/5 in the App Store and
45/5 in Google Play and won seven prestigious awards in 2022

Strategy in

Motion

Started its regional expansion with a successful launch in Jordan

2022 2022
2021 2021

0 8 0
42% 48%
ila's customer ila's deposits
base growth growth

Bank ABC Group
Annual Report 2022



* AFS — digital payments
redefined in the MENA region

Group's leading digital payments company is implementing a robust
growth strategy to develop next-generation payments infrastructure
in the region and beyond

Launched its merchant acquiring business in Equpt, a significant
strategic step forward for the Company in 2022

Signed its first processing client in Libya, and its first client, under a
new “lssuance-as-a-Service” product, targeting FinTechs

Launched its proprietary digital wallet and upcoming payments
super app, BPay, which was developed entirely in-house

Vision for Bank ABC's digital
bank of the future

Client Relevant

Best Employer

Data Driven

Agile

Innovative

Efficient & Resillient
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The recovery that started in 2021
gained further strength with
accelerated performance and solid
core growth across all businesses
increasing revenues by 29% and net
profit by 54% year-on-year.

Key drivers of profitability included improved
margins and targeted credit growth, which helped to
maintain the cost of credit, combined with increasing
interest rates throughout the year.

In a strategic milestone for the Bank, we successfully
completed the merger of BLOM Bank Eqypt SAE,

a leading bank in Eqypt, with a national presence
through 41 branches. Its consolidation with

our existing Bank ABC franchise boosted 2022
profitability and will unlock the potential of this
critical regional market to support future growth for
the Group.

H Achieving historical profits
Bank ABC delivered
. In 2022, the Group built on momentum from the
record—brea |<| ng previous year to earn a net profit of US$154 million.
. This is a significant 54% improvement compared to
resuy | tS N 2022 2021, when the Group earned US$100 million in net
. ! profit. Growth in profit in 2022 resulted in earnings
Ste erin g th oy g h per share for the year of US$0.05, compared to
i . US$0.03 for 2021.
VO |a t | | e ﬂ ﬂ a ﬂ C | a | The Group’s record-breaking revenues this year
. demonstrates our established strength in core
ma rke tS tO a C h | eve MENA markets and ambitious growth of our
11 . footprint globally. We continued our investments
Ove r U S$1 b | | | | O ﬂ |n into strateqic digital initiatives and enhanced
. our digital proposition through a range of key
tO p_ | | ﬂ e reve ﬂ U e I:O r partnerships and initiatives to build our ‘bank of
. . . the future’. Digital KPIs demonstrated significant
th e ﬁ rSt tl m e ”—] |tS progress, while our digital, mobile-only bank, ila

h . t and our fintech payments provider Arab Financial
|S O rg Services exceeded our aspirational targets. Global
growth was bolstered by the legal completion of the

e e e oot

99.5% stake in BBE in 2021.

% Net interest income for the year was US$786 million,
i an increase of 33% compared to US$592 million

Increase in annual in 2021, after absorbing the impact of declining

MEE Biel interest rates and FX depreciation. Non-interest

income jumped by 20% to US$315 million from
US$262 million the previous year, mainly due to last



year’s income being affected by significantly higher
hedging in Banco ABC Brasil.

Meanwhile, the Group’s Total Operating Income was
US$1,101 million for the full year, a rise of 29% from
US$854 million in 2021. This result reflected the
strong recovery across most of our markets and
business lines, and to some extent consolidation of
BBE recently.

Operating expenses totalled US$690 million for 2022,
rising by 21% from US$569 million as a result of the
integration of BBE, which contributed to the full-year
results in 2022 as opposed to only five months in
the previous year, together with related acquisition
expenses and with our businesses returning to
normal level of activity. 2022 saw the Group’s cost
trajectory return to normal levels, through an
unrelenting focus on cost discipline and continued
investments in the Group’s digital transformation
and strategic initiatives.

Credit loss expenses for the year stood at US$119
million, compared with the previous year's US$106
million. Taxation on operations outside Bahrain

was a charge of U5%$83 million (2021: US$51 million),
resulting in the full year net profit attributable to the
shareholders of the parent of US$154 million (2021:
US$100 million).

Sources and uses of funds

Notwithstanding the challenging conditions of the
year, the Group’s overall asset portfolio quality
remains solid, and our underwriting standards are
sound. Equity attributable to the shareholders of
the parent and perpetual instrument holders at the
end of the period was US$4,095 million, an increase
of 5.8% from the US$3,872 million reported at end
of 2021, primarily resulting from the issue of AT1
perpetual instrument this year.

The Group's asset profile is predominantly made up
of loans, securities, and placements. The loans and
advances portfolio stood at US$18,190 million, 8.8%
higher than the US%$16,716 million posted at year-
end 2021. Non-trading investments decreased by
US$310 million to US$8,080 million, money market
placements by US$805 million to US$2,226 million,
while liquid funds and securities bought under
repurchase agreements increased by US$948 million
to US$4,272 million.

Deposits from customers increased by US$662
million to US$21,396 million. Deposits from banks,
certificates of deposit and repos totalled US$7,077
million (2021: US$7124 million), while borrowings
totalled US%$1,297 million (2021: US$1,211 million).

Total assets of the Group at the end of the year
stood at US$36,639 million, 5% higher than at
US$34,901 million as at year-end 2021. Average
assets for the year were US$35,081 million (2021:
US$32,165 million) and average liabilities, including
non-controlling interests, were US$31,003 million
(2021: US%$28,336 million).

T 77777777 oo o

The Group’s record-
breaking revenues this
year demonstrate our
established strength in
core MENA markets and
significant growth of our
footprint globally.

Credit commitments, contingent items and
derivatives

The notional value of the Group’s consolidated
off-balance sheet items stood at US$42,461

million (2021: US$55,374 million), comprising credit
commitments and contingencies of US$7981 million
(2021: US$7735 million) and derivatives of US$34,480
million (2021: US$47,639 million). The credit risk-
weighted asset equivalent of these off-balance
sheet items was US$3,062 million (2021: US$3,009
million).

The Group uses a range of derivative products for
the purposes of hedging and servicing customer-
related requirements, as well as for short-term
trading purposes. The total market risk-weighted
equivalent of the exposures under these categories
at the end of 2022 was US$827 million (2021: U5$929
million). No significant credit derivative trading
activities were undertaken during the year.
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Geographical and maturity distribution of the are predominantly in the Arab world (63%; vs. 70%

balance sheet in 2021), followed by Latin America (19%; vs. 16%

, : ) in 2021), chiefly in our Brazilian subsidiary, Banco
Bank ABC Group's has well diversified assets, J ) Y J

) ) ) ABC Brasil.
primarily across the Arab world, the Americas and
Western Europe. The Group’s liabilities and equity
Financial assets Liabilities & equity Loans & advances
(%) 2022 2021 2022 2021 2022 2021
Arab world 41 48 63 70 41 43
Western Europe 11 10 8 6 11 12
Asia 2 3 2 1 1 2
North America 15 1 7 3 9 7
Latin America 26 23 18 16 31 29
Others 5 5 2 4 7 7
100 100 100 100 100 100

An analysis of the maturity profile of financial a maturity of one year or less. Loans and advances
assets according to when they are expected to be maturing within one year amounted to 65% (2021:

recovered or settled, or when they could be realised,  62%). The proportion of liabilities maturing within
shows that at the end of 2022, 64% (2021: 57%) had one year was 56% (2021: 53%).

Financial assets Liabilities & equity

2022 2022

Within 1 month 32 24 24 23
1-3 months 13 15 11 12
3-6 months 9 8 5 7
6-12 months 10 10 16 11
Over 1 year 27 36 25 30
Undated 9 7 19 17

100 100 100 100




Distribution of credit exposure

Bank ABC Group’s credit exposure (defined as the gross credit risk to which the Group is potentially

exposed) as of 31 December 2022 is given below:

Funded exposure

(US$ millions) 2022

Customer type

Credit commitments &

contingent items Derivatives*

2022 2021 2022 2021

Banks 6,503 5497 2,058 1,974 341 341
Non-banks 16,640 16,496 5,305 5,367 296 193
Sovereign 10,426 10,360 618 395 9 9
33,569 32,353 7,981 7736 646 543
Risk rating
1 = Exceptional 2,162 976 908 980 - -
2 = Excellent 3,607 4,580 291 172 61 26
3 = Superior 3,512 3179 434 250 249 380
4 = Good 2,562 3,165 1,033 872 14 66
5 = Satisfactory 10,241 8,841 3,323 3161 257 45
6 = Adequate 9,936 10941 1,620 2,073 61 26
7 = Maraginal 1,017 388 150 90 3 -
8 = Special Mention 340 175 134 61 1 -
9 = Substandard 166 61 54 44 - -
10 = Doubtful 22 47 27 33 - -
11 = Loss 4 - 7 - - -
33,569 32,353 7,981 7736 646 543

* Derivative exposures are computed as the cost

of replacing derivative contracts represented by
mark-to-market values where they are positive, and
an estimate of the potential change in market values
reflecting the volatilities that affect them.

Classified exposures and impairment provisions

The total of all impaired loans as at the end of 2022
was US$655 million (2021: US$599 million). ECL
allowances including stage 3 provisions at the end of
2022 stood at US$673 million (2021: US$691 million).

The total of all impaired securities as at the end of
2022 was US$74 million (2021: US$89 million). ECL

allowances, including stage 3 provisions, at the end
of 2022 stood at US$87 million (2021: US$105 million).

iiliiiizzizz/2222 22222
%

of the Group’s equity
and liabilities are in the
Arab world
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Classified exposures and impairment provisions (continued)

The ageing analysis of impaired loans and securities is as follows:

Impaired loans

NNNNNN\\\\\\\N\N\X\NXNXN\\\WHHT

(US$ millions) Principal Provisions Net book value
Less than 3 months 68 43 25

3 months to 1 year 123 61 62

1to 3 years 322 218 104

QOver 3 years 142 141 1

Total 655 463 192

Impaired securities

NNNNNN\\\\\\\N\N\N\X\NXNXN\\\WOINT

(US$ millions) Principal Provisions Net book value
Less than 3 months

3 months to 1 year

1to 3 years

Over 3 years T4 T4

Total A T4

Note: Impaired loans and off-balance sheet
credits are formally defined as those in default
on contractual repayments of principal or on
payment of interest in excess of 90 days. In practice,
however, all credits that give rise to reasonable
doubt as to timely collection, whether or not
they are in default as so defined, are treated as
non-performing and specific provisions made, if
required. Such credits are immediately placed on
non-accrual status and related interest income
reversed. Any release of the accumulated unpaid
interest thereafter is made only as permitted by
International Financial Reporting Standards.

T 777777 o oo

Bank ABC’s balance
sheet remains strong,
with capital and liquidity
ratios well above the
requlatory requirements.

Group capital structure and capital adequacy ratios

Bank ABC's balance sheet remains strong with
capital and liquidity ratios well above the regulatory
requirements. LCR and NSFR stood at 225% and
124% respectively as at year-end 2022, while liquid
assets to deposits ratio maintained a healthy level
at 48.1%.

The Group's capital base of US$4,626 million
comprises Tier 1 capital of US$4,336 million (2021:
US$4,059 million) and Tier 2 capital of US$290 million
(2021: US$265 million).

The consolidated capital adequacy ratio (CAR) as at
31 December 2022, calculated in accordance with the
prevailing Basel lll rules, was 16.8% (2021: 16.9%), well
above the 12.5% minimum set by the Central Bank
of Bahrain. The CAR comprised predominantly Tier

1 ratio of 15.7% (2021: 15.9%), well above the 10.5%
minimum set by the Central Bank of Bahrain.

All' ABC Group subsidiaries meet the capital
adequacy requirements of their respective
regulatory authorities.

A year of recovery in the MENA region

The outlook improved considerably in core and
network markets in 2022 as the world economy
continued to recover from the impact of the
COVID-19 pandemic and corporate profitability
rose. While the Russo-Ukrainian conflict, sporadic
COVID-19 lockdowns in China, and base effects led



to global growth slowing to 3.2% in 2022, down
from 6% in 2021, our operating markets bucked

this trend. MENA economies grew an estimated
5.5%, compared to 4.1% in 2021, led by hydrocarbon
exporting countries which enjoyed a sharp
improvement in their terms of trade due to the rise
in commodity prices and which saw rising European
demand for oil and gas pivoting away from Russia.

Interest rates rise to address inflation

In 2022, major central banks moved to counter global
inflation with aggressive monetary tightening. This
was led by the US Federal Reserve which hiked the
policy rate by a cumulative 425bp to 4.5%. Operating
conditions in the United States were favourable

due to the post-pandemic recovery with higher net
interest income. In Europe, the European Central
Bank was slower to act and raised their policy rate
by a cumulative 250bp to 2.5%. Although this led to
an improvement in earnings on equity, operating
conditions were more challenging due to higher
inflation, spill over from the Russia-Ukraine conflict,
and Italy’s debt sustainability concerns. Meanwhile in
the UK, although the Bank of England was the first
major central bank to start their hiking cycle and
lifted their policy rate by 325bp to 3.5% last year, the
country struggled with double-digit inflation, energy
supply concerns, and political instability.

The regional impact of rising commodity prices

Considerably higher commodity prices proved

to be a windfall for our hydrocarbon exporting
countries last year, as the GCC enjoyed a boom in
economic activity and operating conditions improved
significantly supported by higher net interest
income due to Federal Reserve rate hikes. Algeria
saw similar gains in their operating environment. In
Libya, higher oil production and prices led to overall
favourable conditions, although political uncertainty
capped prospects. Despite a contentious election,
Brazil saw an improvement in the operating
environment and net interest income as the

Central Bank of Brazil raised their policy rate by
425bp to 1375%.

On the other hand, net hydrocarbon importing
countries were especially challenged. Despite

this, Jordan saw an improvement in its operating
environment with a post-pandemic recovery, rising
net interest income, and reduced loan loss provisions
which supported an increase in return on equity.
Conditions were more challenging in Eqypt due to
the sharp devaluation of the Egyptian Pound and

concerns about asset quality due to tighter financial
conditions. However, the International Monetary
Fund (IMF) came to the assistance of Eqypt and the
new reform programme has anchored confidence.
Tunisia also signed a staff-level agreement with

the IMF and the authorities are working on the
passage of legislation to secure external assistance.
Turkiye demonstrated stability towards the end of
2022 despite a series of challenges from heterodox
monetary policy, which saw the policy rate reduced
by 500bp to 9%, rising inflation, and commodity
price shock.

Looking ahead to 2023

In the year ahead, global growth is expected to
weaken to 2.4% due to the fading rebound from

the post-pandemic recovery, tighter financial
conditions and the ongoing Russia-Ukraine conflict.
With slower global growth and a reduction in the
geopoalitical risk premium, global commodity markets
are expected to remain under pressure. Energy and
food prices have already returned to levels seen
prior to the start of the conflict. Barring a further
supply shock, inflationary pressures are expected
to recede further. A decline in price pressures, in
turn, is expected to allow major central banks, which
are focused on tackling forty-year high inflation, to
reduce the pace of their rate hikes, with policy rates
peaking in the first half of 2023.

Looking further ahead, an eventual decline in
inflation is expected to provide scope for central
banks to lower policy interest rates, perhaps within
two to three quarters following the peak in policy
rates. Lower inflation and less hawkish central banks
are expected to impraove risk appetite and prospects
for emerging markets, including for commodity
importers in Middle East and North Africa, which
have been buffeted by rising rates, a commodity
price shock, and a strong dollar.

Bank ABC is setting bold aspirations for 2023,
cautious of the expected economic headwinds

such as tighter financial conditions, ongoing war in
Europe and persistent inflationary conditions. With
our strong track record of resilience and overcoming
market volatility, we are confident of capitalising

our strengths and leveraging our investments to

continue to accelerate profitable growth during 2023.
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Bank ABC Group
demonstrated
exceptional resilience
this year, overcoming a
volatile macroeconomic
environment to earn
its highest revenues

in history, with a
remarkable 54%
increase in net profit.

T 7777777 o o

Strong
Performance
built on:

- Core business growth
- Strength in interest rates and BRL
- Full year consolidation of

BLOM Bank Egypt (BBE)

perations

Review

This accelerated performance story
was driven by broad based asset
growth across the Group’s franchise,
with opportunities in GCC and Brazil
created by rising oil and commodity
prices, counterbalancing economic
pressures in other MENA markets.

Driving its strategy to ‘build the bank of the future’,
Bank ABC continued to strengthen its customer

value proposition and its digital retail, wholesale

and payments capabilities, winning multiple awards,
securing mandates on landmark deals, onboarding
multiple new-to-bank client relationships and entering
2023 stronger than ever.

FINANCIAL PERFORMANCE

Bank ABC Group celebrated remarkable growth

this year, as it achieved a 54% increase in profit

and a 29% improvement in revenues compared

to 2021. It overcame volatile financial markets and
emerged triumphant from the COVID-19 pandemic

to achieve US$1.1 billion in revenue, crossing the
billion dollar mark for the first time in its history. The
Group earned a net profit of US$154 million in 2022,
compared to US$100 million the previous year. Total
Operating Income reached US$1.10 billion, compared
to US$854 million in 2021. Net interest income for the
year increased by 33%, from US$592 million in 2021 to
US$786 million in 2022, supported by strong growth
in loan volumes, higher interest rates, and improving
margins. Income composition remained broad based
and diversified across various business units.

The integration of BLOM Bank Egypt S.A.E. and
related expenses, along with strategic investments in
digitalisation, were primary factors in the increase in
operating expenses, from US$569 million to US$690
million (21% YQY, giving a positive ‘jaws’ of 8% against
the revenue growth of 29%). The Group’s cost income
ratio consequently improved to 63% (from 67% in
2021) and was 57%, after adjusting for the continuing
investments to drive shareholder value in our digital
businesses of ila and AFS.

The Group’s total assets stood at US$36.7 billion at
the end of 2022, 5% higher than US$34.9 billion at the
end of 2021. Loans comprised 50% of total assets
and grew by 9% in 2022. Net loans to customer
deposits ratio remained broadly stable at 85%, similar
to 2021 levels.
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GLOBAL BUSINESS LINES
Global Wholesale Banking (WB)

Bank ABC's Global Wholesale Banking (WB)
demonstrated tenacity and resilience, overcoming
inflation, rising interest rates and currency volatilities
across strategic markets. While WB had constrained
its risk appetite for corporate client risk during

the COVID-19 pandemic, this year it reignited the
corporate banking business as the opportunity to
meet customers face to face returned. Thanks to
deepening wallet share by cross-sell of its expanding
product set to existing clients and onboarding many
more new-to-bank (NTB) customers throughout
2022, the business grew revenues, improved its

core KPIs and closed the year in a position of strong
profitability.

WB also continued to pursue its ambitious digital
transformation programme launched in 2021. Driven
primarily by the customer journey, the initiative aims
to build a seamless transaction banking experience
for the Bank’s customers across state-of-the-art
cash management, documentary trade, and supply
chain finance solutions.

Global Corporate Banking (GCB)

Following the removal of most pandemic-related
travel restrictions, long overdue face-to-face

meetings opened new opportunities in Bank ABC's
core markets and across its global network. This
resulted in Global Corporate Banking (GCB) increasing
its bookings of NTB customers across all 15 presence
markets.

GCB's ‘relationship banking’ ethos helped it overcome
mixed market challenges, working actively with clients
to support their financing needs in difficult conditions.
GCC markets benefited from excess liquidity and
Bank ABC focused on optimising its client portfolio
and underwriting standards. Other MENA markets
experienced considerable credit stress and currency
volatility as socioeconomic factors weakened.

GCB therefore focused heavily on trade corridors
between its markets, and supporting major
infrastructure and improvement projects, principally
in water, telecom, and power sectors. It helped global
and regional trading companies as they leveraged
their networks to bring food security and energy
certainty to their customers during a difficult year. It
also leveraged its trade products to help customers
do more business in their existing markets and to
expand into new markets in a risk-friendly manner.

Global Financial Institutions & Sovereigns

In the Financial Institutions (FI) and Sovereign clients’
segment, the Bank achieved its annual targets

with lending activity of MENA sovereigns creating

a constructive liquidity environment in the region,
allowing for the lengthening of debt maturities and
bridging of capital market dues.

Another avenue for growth was the non-bank Fl
segment, where the Bank continued its journey

to build capacity in capital call facilities and other
blue chip transactions within its core and network
markets, which reflected favourably on the divisions
risk adjusted returns.
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Global Transaction Banking (GTB)

The Global Transaction Banking (GTB) business
performed admirably well in 2022, increasing headline
revenues despite a macro backdrop characterised
by supply chain bottlenecks, increased inflation, and
a recessionary outlook for several major economies.
Key metrics such as digital penetration showed
significant improvement, with over half of WB clients
onboarded onto the digital platform. The business
showed noticeable progress in supply chain finance
globally by winning several deals, including a large
receivables finance mandate with a marquee oil and
gas player in GCC.

The GTB's digitalisation programme delivered several
key solutions this year and is well on track for its
2023 plans. Since the launch of the programme, seven
releases have gone live across its various modules.
The next phase will focus on scaling the solutions
both in terms of functional capabilities as well as
propagating the solutions to other Bank ABC units
across the globe.

Finally, the team’s dedication and efforts gained
external recognition as the Bank won the coveted
‘The Banker’s Transaction Banking Award 2022 for
Middle East’ from the Financial Times.

Specialised Finance (SF)

Economies recovering from the pandemic

combined with growing inflation and high oil prices
generated ample GCC regional liquidity in 2022, which
put pressure on loan margins given the reduced
number of deals in the market. Nonetheless, the
Specialised Finance (SF) team took advantage of

the number of borrowers seeking to refinance their
original project finance loans and built on the success
of the capital call financing initiative. It continued to
maintain a balanced portfolio approach with a focus
on primary origination and lead arranging mandates,
specifically in industrials, metals, oil and gas, shipping,
and fund financina.

SF closed several deals successfully during the

year, including a US$415 million joint underwriting

for a client in the metals sector, which was then
successfully syndicated. Other notable deals include
a US$50 million refinancing for a new client in Jordan,
complemented by US$230 million of fund finance.
Towards the end of the year, the Bank won its first
project finance arranging mandate in the renewables
sector, for a commercial and industrial solar power
developer in the MENA region. Meanwhile, the Bank’s
SF portfolio remains diversified in terms of sectors
and sub-products, offering considerable resilience to
potential volatility.

Islamic Finance

Bank ABC Islamic posted outstanding results

this year, based on stable performance of client
businesses, better churn of assets, improved
management of credit costs, and lower provisioning,
along with increased market profit rates. Profits rose
by 31.6% in 2022 with net profitability of US$39.3
million, compared to US$29.9 million in 2021.

Investments in digitalisation paid off with the ‘alburaq’
Islamic banking propaosition in Algeria onboarding new
corporate and retail clients throughout the year. The
Bank seized this momentum to prepare for the launch
of ila alburaq in Bahrain.

Bank ABC Islamic participated in several

headline deals. This included a US$750 million

senior unsecured Sukuk for Dubai Islamic Bank (DIB),
as well as a second for DIB later in the year and a
US$500 million senior unsecured Sukuk for Boubyan
Bank. Notably, the Bank also acted as Coordinator,
Bookrunner and Underwriter for Aluminium
Bahrain's US$1.6 billion dual tranche syndicated
facility and served as Mandated Lead Manager for
nogaholding’s dual tranche syndicated facility valued
at US$1.075 billion.

Real Estate Finance

The Group’s global real estate business in Bank ABC
in Europe (ABCIB) grew steadily, despite disruptions
by currency volatility and higher interest rates in
the UK market. ABCIB's niche business continued

to identify and successfully conclude landmark
transactions focusing on class A modern real estate,
which is witnessing a surge in demand coupled with
falling back supply.

In Bank ABC's New York branch, the US real estate
business witnessed another record year in 2022
exceeding expectations on its return metrics and



leveraging opportunistic loan margins on the
backdrop of the pandemic.

The consolidation of the Bank’s traditional European
real estate business with North America has now
formed a solid and diversified asset and income base
for the Group.

Group Treasury and Financial Markets (GTFM)

Interest rate volatility in 2022 directly impacted
capital markets, with volumes in MENA dramatically
decreasing by 65% from US$110 billion to US$40
billion. While international banks experienced an
increase in the cost of funding and reduced liquidity,
MENA banks were insulated thanks to buoyant oil
prices. This positioned MENA loan markets favourably
to benefit from volatility and Bank ABC successfully
won numerous high-profile primary market mandates
for sovereign borrowers, government-related entities
and financial institutions.

These included a USD 750 million 5-year Inaugural
Sustainable Sukuk for Dubai Islamic bank as a
JLMs/Bookrunner along with 7 other banks; a 7-year
US$ 3.5bn facility for The Sultanate of Oman, where
Bank ABC and six regional banks, as Initial Mandated
Lead Arrange and Bookrunners, underwrote US$
500mn each; and a US$ 1,247mn 8-year debut
sustainability-linked dual tranche Islamic and
conventional term facility for ALBA, with Bank ABC
and two other regional banks mandated as Joint
Coordinators, IMLABs and Underwriters.

Bank ABC's Financial Markets businesses also grew
revenues, client base, and product offerings across
market, credit, and liquidity risk management. The
team enhanced their FX digital offering to clients
including through integration into the new WB
platforms and plans to expand into the international
units. The Bank was well positioned to take
advantage of capital markets’ dynamics during

the year.

In addition, Bank ABC played an active role in the
secondary loans market to capture attractive trading
opportunities. Underwriting and distribution formed
the foundation of the Bank’s ability to remain active
in the syndicated market space, having underwritten
over US$2 billion during 2022 and achieving its
highest revenues to date in this space.

Group Retail and Digital Banking
In 2022, Retail showed increasing revenues and loan

volumes leading to a net profit improvement of 13%
more than the previous year.

Retail teams worked closely with existing and

new customers to accelerate enrolment in the

Bank’s online banking platform, ABC Digital, which
significantly increased the number of subscribers and
digitally processed transactions. This was supported
by enhancements and new functionalities for

MENA geographies and requirements, as well as for
diversified customer segments.

Throughout 2022, the Group continued to invest in
technology and strateqic digital initiatives across
its businesses, achieving milestones that allow for
improved customer experience and engagement,
operational efficiency, and scalability - and more
details on Bank ABC's ila and AFS business lines is
outlined below.

GEOGRAPHIC UNITS AND SUBSIDIARIES
Algeria

Bank ABC Algeria contributed approximately 8% of
Bank ABC Group’s bottom line in 2022, with a total
operating income of US$33 million. Despite economic
stagnation in the local market and the change to
regulations that reduces the size of banks assets
portfolio, Bank ABC Algeria remained resilient and
maintained its assets portfolio worth US$359 million.
Following the launch of alburaq in the main branch in
2021, this year the Bank began offering the Islamic
service in three additional branches in the countru.

Bank ABC Algeria is expected to achieve double-digit
growth in net profit in 2023. It will continue to focus
on the Islamic window, whilst managing credit risk and
liquidity to maintain its high-quality portfolio.

Egypt

The completion of the legal merger to combine Bank
ABC Egupt (Bank ABCE) and BLOM Bank Egypt

has created a much larger banking franchise in
Egypt, providing a solid platform for new growth
and improved customer experience, leveraging the
market-leading digital services of the Bank ABC
Group. Despite local and global economic pressures,
Bank ABC Egypt delivered — on a combined basis — an
outstanding result, earning net profit of US$20mn,
after taking into account currency depreciation.

The balance sheet footing grew by 7% in EGP
terms, showing good underlying growth in difficult
market conditions.
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In 2023, the priority will be to progress the integration
as efficiently as possible so that stakeholders

can quickly experience the benefits of the merger
(targeting completion in Q4 2023/Q1 2024). Bank

ABC Egupt is also progressing plans to introduce
innovative digital services. It will also optimise its
larger combined network to reach more customers
and expand support to businesses across a wider
range of sectors.
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BLOM Bank Acquisition
by the numbers

65+
120+

3X Market share

New branches

New ATMs

Jordan

In 2022, the Bank celebrated the launch of ila Jordan,
coinciding with the inauguration of Bank ABC's new
20,000 square-metre headquarters in Amman. From
a retail business standpoint, the Bank achieved
excellent growth in assets and credit card sales as
well as driving current and savings accounts to higher
levels improving the cost of funds.

WB achieved significant growth in the portfolio by
onboarding new-to-bank (NTB) clients with most
of the new deals being through medium-sized
loans. WB also experienced substantial growth in
CASA balances during 2022, increasing by over
90%. Additionally, WB introduced a new receivable
financing product and are actively working towards
introducing a payable financing product to the
portfolio. The Group’s efforts to enhance its digital
capabilities also saw the launch and roll-out of the
digital onboarding portal for WB clients in Jordan,
streamlining the process and making it more efficient.

In 2023, Bank ABC in Jordan will continue to diversify
its portfolio, increase cross-selling activities, and scale
ila customer acquisition and services. The aim is to
roll out the Group cash management solution and to
expand the international and regional client base for
the online trading platform. It will also tap into new
markets such as Iraq to gain a higher share of export
letters of credit.

Tunisia

Bank ABC Tunisia improved profitability during the
year, despite a challenging political and economic
context, global disruption of trade finance flows,

and a price-competitive local market. WB revenues
exceeded targets with an intense client coverage
approach to onboard new-to-bank (NTB) customers
and cross-sell export letters of credit confirmation
and deposit volume. Retail Banking also drove its
business to exceed targets in an environment
challenged by the local competition.

Bank ABC Tunisia is becoming an active player in
the emerging digital finance ecosystem in Tunisia,
partnering with payment service providers and
payment facilitators. This year, it enhanced its digital
onboarding platform for WB, achieving a digital
penetration rate of 62%.

Bank ABC Tunisia also welcomed its new CEQ, Saber
Ayadi, along with a clear strategy for accelerating
business growth and boosting the Bank'’s returns.

Arab Financial Services (AFS)

AFS delivered a remarkable financial performance

in 2022, with its revenue increasing almost 80% on
2021. This result reflects the significant underlying
growth in recurring revenues and demonstrates solid
performance across all main business lines.

Its acquiring businesses in Bahrain and Oman had

a strong year. AFS’s launch of merchant acquiring
business in Egypt was also a significant strategic

step forward and is to become a hub for the latest
payments solutions and innovations to Eqypt’s
businesses and financial institutions, enabling them to
tap into faster, more cost-effective, and data-enriched
solutions.

Issuer processing, another core business, delivered a
very strong year, with recurring revenues increasing
by more than 30%. A key highlight was the inward
migration of one of the largest retail banks in
Bahrain, a complex project delivered flawlessly and
at pace. AFS also signed its first processing client in
Libya, under a new “Issuance-as-a-Service” product,
and connected with another prestigious financial
institution as part of its Regional Partner Programme,
both moves as part of its platform for FinTechs to
launch, expand and scale their products across the
region. In Bahrain, AFS also successfully completed

a leading Islamic bank’s merger related information
migration activities.



AFS launched its proprietary digital wallet and
upcoming payments super app, BPay. Developed
entirely in-house, BPay is a secure, easy-to-use,

and fully featured payments platform in line with

the Kingdom of Bahrain's strategy to drive digital
transformation. The product will continue to be
developed and will increasingly focus on business-to-
business cases such as supply chain payments.

This performance throughout the year was
recognised across the sector and also saw AFS
take home a prestigious award at the MEA Finance
Awards 2022. As the leading digital payment
solutions provider and fintech enabler in the Middle
East and Africa, AFS was named ‘Best Payments
Solutions Provider — Bahrain’
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AFS

Since 2018, the focus has been on three

key areas:

PN CORE CARD
PROCESSING

* L _ ) MERCHANT
ACQUIRING
“--) FINTECH

ila Bank

In 2022, Bank ABC’s digital bank, ila, continued its
impressive growth. The customer base grew by 73%,
while deposits grew by 919% and total transaction
volumes were 2.4 times greater compared to the
previous year. It maintained top-ranking positions

in the app stores and took home a Red Dot Award
for Brands & Communication Design, an IBSi
Neochallenger Bank Award, and five titles at the
Global Finance Digital Banking Awards.
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ila Bank App Reviews
Google Play

1 6. 6 6 6 X

from 4k reviews

App Store
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from 1.6k reviews

The launch of ila Bank in Jordan this year was a first
step towards the Group’s geographical expansion of
ila across its MENA footprint.

The platform continued to diversify its products
offerings and improve the overall ila customer
experience. Examples include the release of
competitive fixed deposits accounts, as well as
prize-linked customer accounts, known as ‘Al Kanz.
It also enhanced its credit card offerings with new
features such as cash advances and the issuance of
supplementary cards.

In 2023, ila will continue this momentum, diversifying
the Bank’s suite of product offerings, for example,
incorporating a new loyalty and rewards programme,
and continuing its geographical expansion in Bank
ABC Group’s core MENA markets.

Bank ABC Europe (ABCIB)

Bank ABC Europe (ABCIB and its EU subsidiary ABC
SA) performed well across its business lines in 2022
despite the economic headwinds caused by currency
volatility, rising interest rates and inflation and supply
chain disruptions. It maintained a continuing focus on
core products and key markets in a volatile economic
environment on one hand with deepening of
transformational change in the digital and Wholesale
and Transaction Banking spaces on the other. This
was key to success, manifesting in diversification of
revenue streams, cross selling, and on-boarding of
new customers. These efforts resulted in revenues
and profits exceeding targets on an underlying basis,
adjusting for FX volatility.

Supply Chain Finance (SCF) capabilities were
successfully leveraged across the branch and
representative offices, adding new partners in the UK
and Turkey and expanding existing clients seeking
support in non-MENA markets. Global Trade Debt
Distribution sold a record levels of trade finance
assets to 43 Financial Institution and Non-Bank
Financial Institution investors in 17 countries. Trade
Lending, primarily to Turkey and other Fl clients, had
another strong year despite margin compression in
many core markets. Real Estate also yielded notable
results by sourcing new business and underwriting
significant new financings.

Bank ABC Europe performed strongly in the latter
part of 2022 with a pipeline of significant transactions
to be executed and drawn in early 2023. This
together with increasing interest rates, growth
initiatives across the Bank (including the WB digital
transaction banking roll-out), creates a positive 2023
outlook for the business.
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Banco ABC Brasil

Banco ABC Brasil (BAB) continued to expand its
structural profitability level, reaching a return on
average equity of 16.2% in 2022, completing its most
significant investment cycle, and paving the way for
continued growth in the following years. Net income
was US$155 million, the highest in history and a 47%
increase compared to 2021. This performance was a
strong contributor to the earnings and diversification
of Bank ABC Group.

BAB grew its active client base by 29%, reaching
almost 4,500 corporate clients by the end of 2022,
an addition for the first time of more than 1,000
new companies in a fiscal year. BAB also continued
with client diversification, with the middle market
segment accounting for approximately 10% of the
expanded credit portfolio. BAB was again voted
among the top five in the APIMEC/IBRI awards for
‘Best Investor Relations Practice — Small/Mid Cap,
earning the recognition for the third year in a row. It
was also ranked #2 among companies with 1,001 to
1,500 employees in the Valor Carreira survey, which
recognises the best people management practices.

SUPPORTING BUSINESS EXCELLENCE

Bank ABC's profitability this year relied heavily on its
robust organisational infrastructure, which provides
dynamic, seamless, and efficient support services
across the Group.

Group Finance continued to play its critical role in
managing the Group’s statutory and regulatory
reporting, as well as ensuring international tax
compliance covering transfer pricing and other
planning activities. It was also instrumental in driving
forward the Group's performance management
through budgeting and forecasting, and setting and
monitoring of targets for KPIs and key metrics, and
with the involvement of the Accounts and Expense
Management / Business Catalyst teams, ensured
effective cost management and resource allocation.

Alongside this, Group Balance Sheet Management
led the further development and embedding of the
Group’s Risk Adjusted Return on Capital (RAROC)
approach and facilitated effective planning with the
Group'’s Asset and Liability Committee (GALCO) to
maintain capital and liquidity ratios at high levels,
these being key factors in S&P’s decision to reaffirm
the Group’'s BBB- rating and to move Bank ABC's
outlook to stable.

Group Strategy has also worked closely with the
Group’'s Management Committee in a thorough review
of the Group's strategic positioning, and has been
facilitating development of the ‘Accelerate, Boost,
Capitalise’ framework for a detailed business line and

market based strategic roadmap. This is leading to
finalization of a comprehensive set of implementation
plans and new financial aspirations for enhanced
shareholder returns to be agreed with the Group'’s
Board for the coming strategic cycle.

In 2022, Group Operations continued its drive to
digitise, simplify and hub operational processes using
Lean Six Sigma and the Group ideas portal, ‘Fikra. The
centralisation of Trade Finance processing received
very positive feedback and the hubbing strategy will
be developed and reinforced further in 2023.

Group Business Continuity Management

(Group BCM) Bank ABC continues to enhance its
business continuity and disaster recovery capabilities
across the Group to ensure arrangements in place
remain valid to accommodate growing business
needs. This is achieved through rigorous testing of
business continuity and disaster recovery plans and
training activities for employees.

Aligned to the Group’s strategy of building our ‘bank
of the future’ the Bank recognises the importance
of resiliency and its ability to withstand extreme
disruptions and thus to align with leading industrial
bodies, Group BCM initiated the implementation of
Operational Resilience which will be the focus and
priority for 2023.

Group Information Technology (GIT) The
information technology and technical infrastructure
continue supporting successful customer experiences
and strong resiliency. GIT continue investing on
Group-wide technology platforms to deliver better
products and services and have partnered with
global technology leaders, Temenos and NdcTech,

to implement a next-generation core banking

system for the Bank’s digital, retail, corporate

and wholesale businesses.

As the evolving threat landscape, pandemics, climate
events, and geopolitical events continue creating
uncertainty, GIT works together with Business
Continuity Management to implement technology-
enabled resilience plans to support the Bank’s wide
Operational Resilience programme.

GIT also continues to adapt the technology service
model by moving to cloud technology and upgrading
core infrastructure and systems.

As the function operates in accordance with data
privacy and cybersecurity laws and regulations to
protect the personal data that has been entrusted to
us and the Bank's sensitive information, a refreshed
and holistic cybersecurity strategy has been
approved by the Board and is being implemented by
GIT alongside the independent Cyber & Information
Security department. GIT and Group Cyber &



Information Security continue to comply
with the mandatory SWIFT CSP and PCI-DSS
security requirements.

In 2022, Group Innovation and the Bank’s Corporate
Innovation and Digitisation Centre (ABC Labs)
implemented several new capabilities for the Bank
including rolling out an innovative digital onboarding
service for Fls and corporates across 11 ABC units, as
well as collaborating with different functions to deploy
Robotic Process Automation (RPA) which automated
several tasks and processes. In addition, a cloud-
based data and analytics platform which can utilise
Artificial Intelligence and machine learning to provide
insights was established, to be scaled in 2023 with
specific use cases. Furthermore, a Frontline Platform
initiative to digitally empower frontliners was also
initiated. In parallel, several activities and initiatives
were organised to foster digital innovation such as
talks and design thinking workshops.

As part of its 2nd line of defence responsibilities,
Group Credit and Risk continues supporting

Bank’s activity in managing, assessing, mitigating
and monitoring risks and credit losses. This was
achieved by a number of initiatives, measures &
controls, such as: Revamping the entire suite of
Credit Policies, Standards and Procedures to be in
compliance with the CBB Rulebook, issuance of Risk
Acceptance Criteria for a number of products and
markets, implementing Moody’s Strategic Solution
for IFRS 9 expected credit loss calculations, adopting
new rating models for emerging markets and Real
Estate, enhancing the ESG framework, supporting
key strateqic initiatives by enhancing Units and
Group delegated authorities, setting SLAs for Credit
Application process, establishing the Portfolio Forum
and disseminating Lessons Learnt to further improve
risk culture.

Group Compliance continued to support the
business throughout 2022 with managing it's
compliance risk. A new comprehensive Anti-Bribery
and Corruption Risk Assessment Methodology
was rolled out Group-wide during 2022, reflecting
international best practices. The function also
supported the BBE integration project in Eqypt,
including ensuring key compliance risks were
identified and escalated where appropriate.

Group Human Resources (GHR) adeptly managed
the BLOM Bank Eqypt merger this year, enacting
thorough and independent processes for top team
selection and implementing reward harmanisation
plans. It focused on wellness and a safe return to
work following the COVID-19 pandemic, as well as
programmes to support women in the workplace.
GHR excelled at managing recruitment this year,
saving significant amounts in headhunting fees.

Group Corporate Communications (GCC) continued
to support the delivery of the Bank’s strategic
objectives in 2022, highlighting the Bank’s continued
performance while it evolves as a robust, scalable
and sustainable bank of the future. It steered the
communications workstream throughout the BLOM
and Bank ABC Egypt merger, continuing into the
ongoing Integration of the two banks in Egypt.
Additionally, GCC organised strategic events including
the Annual General Meeting, Head Office Town Hall and
the Global Leadership Team Meeting that convened
over 70 top executives from across the Group, to
discuss and debate its strategic roadmap ahead. GCC
also oversaw the launch of the ila Bank in Jordan,
successfully establishing the award-winning brand

in a core market. Additionally, the function continues
to provide strategic communication support to the
Bank’s Wholesale Banking Digital Transformation
programme, Diversity, Equity & Inclusion agenda

and driving the Bank’s Environmental, Social and
Governance impact and initiatives.

Group Corporate Services provided comprehensive
facilities, procurement, and operational safety
services to the group. Key strategic facilities
projects included the delivery of the new head office
and on-going refurbishment of the old head office

in Jordan, rebranding, and fitouts of integrated
BLOM Bank branches in Eqypt, upgrades across
ABC geographies and the addition of Dubai DIFC
office and Bahrain Business Continuity office.
Strategic sourcing successes delivered encompassed
group-wide optimisation of insurance and other
contract negatiation. Other initiatives included
operational safety and environmental efficiency
improvements in office energy, recycling, and water:
underpinned by updated group safety, procurement,
and vendor management procedures.
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2022 saw Bank ABC win a number of prestigious accolades,
a testament to its ambitious agenda, effective strategy
implementation and consistent excellence in banking.
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A word from the industry’s
leading commentators
Liz Lumleg “Bank ABC impressed with its comprehensive transformation of
Deputy Editor, The Banker both the retail and wholesale bank to take advantage of cloud-native
technologies, Artificial Intelligence (Al), data analytics and open APlIs,
while the goals of ABC Labs presented a clear and mature
innovation strategy.”
Al_.ﬂll"l Junga “Bank ABC has been at the forefront in deploying cutting edge,
Euromoney Researcher customer centric digital innovations across the full scope of its portfolio.
The Bank also collaborated with various stakeholders and Central Bank
of Bahrain to pilot a flagship digital currency payment product.”
n _Joseph D. Giarraputo “Bank ABC has long supported the flow of trade and investment
a9 R between MENA and the rest of the world, and the recent merger of
5N Founder and Editorial . . - S
ot Di g BLOM Bank Egypt with Bank ABC Egypt is set to bring significant
5 S irector, Global Finance. . =
O 9 trade finance transformation to this important MENA market.
2 % Strengths in Open Account financing, Documentary Trade, Standby
< § Letter of Credit (SBLC) and Guarantees have helped Bank ABC to
@ < become a Trade and Supply Chain Finance powerhouse in the region,”



Bank ABC Awards:

Middle East Winner - Innovation Best Bank for Cash

in Digital Banking Awards Management in Bahrain & Tunisia
by The Banker by Global Finance

Best Digital Banking Initiative Best Bank for Digital

in Middle East at MENA Solutions in Bahrain

Banking Excellence by Euromoney

Awards by MEED

Middle East Winner - Transaction Best Treasury
Banking Awards Implementation award
by The Banker by IBSi Global Fintech

Innovation Awards

MENA Islamic Finance Bank of Best Islamic Capital Markets
the Year award for Bank ABC Deal of the Year at the Bonds, Loans &
Islamic by MEED Sukuk Turkey Awards

ila Bank

Awards

Best Consumer Digital Bank in Bahrain MENA Best User Experience
Global Finance- World’s Best Consumer by Red Dot Design Awards
Digital Bank Awards

Awards

Also the country winner for:

Best User Experience (UX) Design Leading Digital Bank in the
Best Mobile Banking App Middle East Leading Digital Bank
Best in Social Media Marketing & Services in the Consumer Banking Segment
Most Innovative Digital Bank by IBSi Neo Challenger

Bank Awards

Bank ABC Group
Annual Report 2022
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31 December 2022 (All figures in US$ Million)

Executive summary
This document
comprises of the
Group’s (as defined
below]) capital and
risk management
disclosures as at 31
December 2022.

=

\

The disclosures in this section

are in addition to the disclosures

set out in the consolidated financial
statements presented in accordance
with International Financial Reporting
Standards (IFRS).

The principal purpose of these disclosures is to
meet the disclosure requirements of the Central
Bank of Bahrain (CBB) through their directives on
public disclosures under the Basel lll framework.
This document describes the Group’s risk
management and capital adequacy palicies and
practices — including detailed information on the
capital adequacy process and incorporates all the
elements of the disclosures required under Pillar Ill. It
is organised as follows:

An overview of the approach taken by Bank
ABC (Arab Banking Corporation (B.S.C)) [“the
Bank”] and its subsidiaries [together “the
Group”] to Pillar I, including the profile of the
risk-weighted assets (RWAs) according to the
standard portfolio, as defined by the CBB.

An overview of risk management practices
and framework at the Bank with specific
emphasis on credit, market, and operational
risk. Also covered are the related monitoring
processes and credit mitigation initiatives.

Other disclosures required under the
Public Disclosure Module of the CBB
Rulebook Volume 1.

The CBB supervises the Bank on a consolidated
basis. Individual banking subsidiaries are supervised
by the respective local requlator. The Group’s
regulatory capital disclosures have been prepared
based on the Basel lll framework and Capital
Adequacy Module of the CBB Rulebook Volume 1.

For regulatory reporting purposes under Pillar |, the
Group has adopted the standardised approach for
credit risk, market risk and operational risk.

The Group's total risk-weighted assets as at 31
December 2022 amounted to US$ 27546 million
(2021: US$ 25,595 million), comprising 919% (2021:
90%) credit risk, 3% (2021: 4%) market risk and

6% (2021: 7%) operational risk. The total capital
adequacy ratio was 16.8% (2021: 16.9%), compared to
the minimum regulatory requirement of 12.5%.
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The Bank’s total Capital
Adequacy Ratio (CAR)
was 16.8%, compared to
the minimum requlatory
requirement of 12.5%.

1. The Basel lll framework

The CBB implemented the Basel lll framework from 1
January 2015.

The Basel Accord is built on three pillars:

Pillar | defines the requlatory minimum
capital requirements by providing rules

and reqgulations for measurement of credit
risk, market risk and operational risk. The
requirement of capital must be covered by a
bank’s eligible capital funds.

Pillar Il addresses a bank’s internal processes
for assessing overall capital adequacy in
relation to material sources of risks, namely
the Internal Capital Adequacy Assessment
Process (ICAAP). Pillar Il also introduces the
Supervisory Review and Evaluation Process
(SREP), which assesses the internal

capital adequacy.

. Pillar 1ll complements Pillar | and Pillar I
by focusing on enhanced transparency
in information disclosure, covering risk
and capital management, including
capital adequacy.

a. Pillar |

Banks incorporated in the Kingdom of Bahrain are
required to maintain @ minimum capital adequacy

ratio (CAR) of 12.5% and a Tier 1 ratio of 10.5%.

Tier 1 capital comprises of share capital, treasury
shares, reserves, retained earnings, non-controlling
interests, profit for the period and cumulative
changes in fair value.

In case the CAR of the Group falls below 12.5%,
additional prudential reporting requirements apply
and a formal action plan setting out the measures
to be taken to restore the ratio above the target
should be submitted to the CBB. The Group has
defined its risk appetite above the CBB thresholds.
The Group will recourse to its recovery planning
measures prior to the breach of its Board approved
risk thresholds.

The CBB allows the following approaches to calculate
the RWAs (and hence the CAR).

Credit risk Standardised approach.

Market risk Standardised, Internal models approach.

Operational risk Standardised, Basic indicator approach.

The Group applies the following approaches to
calculate its RWAs:

. Credit risk — Standardised approach: the
RWAs are determined by multiplying the
credit exposure by a risk-weight factor
dependent on the type of counterparty
and the counterparty’s external rating,
where available.

Market risk — Standardised approach.

. Operational risk — Standardised approach:
requlatory capital is calculated by applying a
range of beta coefficients from 12% - 18% on
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the average gross income for the preceding
three years — applied on the relevant eight
Basel defined business lines.

b. Pillar 1l
Pillar Il comprises of two processes, namely:

. an Internal Capital Adequacy Assessment
Process (ICAAP); and

. a Supervisory Review and Evaluation
Process (SREP).

T 77777777 oo

The Group continues to closely
monitor the global economic
situation to ensure operational
resilience and continuity of its
operations.

The ICAAP incorporates a review and evaluation

of all material risks to which the Bank is exposed

to and an assessment of capital required relative

to those risks. The ICAAP compares this against
available capital resources to assess adequacy of
capital to support the business plan and withstand
extreme but plausible stress events. The ICAAP and
the internal processes that support it should be
proportionate to the nature, scale, and complexity of
the activities of a bank.

The CBB's Pillar Il guidelines require each bank to

be individually assessed by the CBB in order to
determine an individual minimum capital adequacy
ratio. Pending finalisation of the assessment
process, all the banks incorporated in the Kingdom
of Bahrain are required to maintain a 12.5% minimum
capital adequacy ratio and a Tier 1 ratio of 10.5% for
the consolidated group. This already includes a 2.5%
capital conservation buffer as part of Pillar | capital
requirements.

The SREP is designed to review the arrangements,
strategies, processes and mechanisms implemented

by a bank to comply with the requirements laid
down by the CBB and evaluates the risks to which
the bank is/could be exposed. It also assesses risks
that the bank poses to the financial system.

The SREP also encourages institutions to develop
and apply enhanced risk management techniques
for the measurement and monitoring of risks, in
addition to the credit, market and operational risks
addressed in the core Pillar | framework. Other risk
types, which are not cavered by the minimum capital
requirements in Pillar |, include concentration risk,
liquidity risk, interest rate risk in the banking book,
climate change risk, pension obligation risk, strategic
risk and reputational risk. These are covered either
by capital, or risk mitigation processes under Pillar Il.

The Group’s ICAAP meets the CBB's ICAAP
requlatory requirements and has also been
benchmarked to international practice, and adapted
as appropriate, relevant and proportionate to

Bank ABC's business model. The Pillar Il Capital
assessment is based on Group Capital Management
Framework (GCMF) and the CBB's ICAAP and IST
(Integrated Stress Testing) requlatory requirements.

C. Pillar 11l

Pillar Il prescribes how, when and at what

level information should be disclosed about an
institution’s risk management and capital adequacy
assessment practices.

Pillar Il complements the minimum risk-based capital
requirements and other quantitative requirements
(Pillar 1) and the supervisory review process (Pillar I1)
and aims to promote market discipline by providing
meaningful requlatory information to investors

and other interested parties on a consistent basis.
The disclosures comprise detailed qualitative and
quantitative information.

The disclosures are designed to enable stakeholders
and market participants to assess an institution’s
risk appetite and risk exposures, and to encourage
all banks, via market pressures, to move towards
more advanced forms of risk management.

The Group’s disclosures meet the minimum
requlatory requirements and provide disclosure of
the risks to which it is exposed, both on and off-
balance sheet.



2. Group structure and overall risk
a. Group structure

The parent bank, Arab Banking Corporation (B.S.C)
(known as Bank ABC), was incorporated in 1980

in the Kingdom of Bahrain and operates under a
conventional wholesale banking license issued by
the CBB.

The consolidated financial statements and
capital adequacy regulatory reports of the Bank
and its subsidiaries have been prepared on a
consistent basis.

On 15 January 2021, the Bank entered into a sale
and purchase agreement with BLOM Bank SAL,
Lebanon, to acquire its 99.5% (including stake

bought through mandatory tender offer) stake of
BLOM Bank Egypt [S.A.E] (BLOM Bank Egqypt). All
the regulatory approvals and relevant completion
conditions for the acquisition were fulfilled and the
Group completed the acquisition transaction
during 2021

Refer note 35 to the annual consolidated financial
statements for the year 2022 for further details on
the acquisition.

The principal subsidiaries as at 31 December 2022,
all of which have 31 December as their year-end, are
as follows:

Shareholding %
of Arab Banking
Corporation (B.S.C.)

Country of
Incorporation

ABC International Bank plc United Kingdom 100.0

ABC SA France 100.0
ABC Algeria Algeria 889
ABC Islamic Bank (E.C) Bahrain 100.0
Arab Financial Services Company BS.C. (c) Bahrain 904
Banco ABC Brasil S.A. Brazil 637
Arab Banking Corporation - Egypt [SAE.] Equypt 99.8
Arab Banking Corporation (ABC) — Jordan Jordan 870
ABC Tunisie Tunisia 100.0
BLOM Bank - Egypt [S.AE] Eqypt 995
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b. Risk and capital management
Governance

The Governance framework within the Bank is
driven by the Board with clearly defined roles
and responsibilities for Board level committees,
Management committees and Executive
Management within the Bank.

Board Level

The Board has five committees, amongst which
the Board Risk Committee (BRC) is tasked with
oversight of all key risk matters in the Bank. The
Board of Directors, under advice from the Board
Risk Committee (BRC), sets the Group's Risk
Strategy/Appetite and Policy Guidelines.
Executive management is responsible for

their implementation.

Within the broader governance infrastructure, the
Board Committees carry the main responsibility
for best practice management and risk oversight.
At this level, the BRC oversees the definition of
risk/reward quidelines, risk appetite, risk tolerance
standards, and risk policies and standards.

Management Committees

The current committee structure provides for

the Group Risk Committee (GRC) and Group Asset
Liability Committee (GALCO) reporting to the
Board Risk Committee and the Group Compliance
Oversight Committee (GCOC) to the Board
Compliance Committee.

T 7777 oo oo

The Board Risk Committee
(BRC) sets the Group’s

Risk Strategy/Appetite and
Policy Guidelines. Executive
management is responsible
for their implementation.

The primary objective of the GRC is to define,
develop and monitor the Group's overarching

risk management framework considering the
Group’s strategy and business plans. The GALCO
is responsible for overseeing the implementation
of the Group's Asset / Liability Management
Framework which includes capital, liquidity &
funding, and market risk in line with the Risk
Appetite Framework. The GCOC is responsible for
strengthening the focus on compliance within the
Group’s risk management framework.

The Group’s subsidiaries are responsible for
managing their risks through local equivalents of
the head office committees described above with
appropriate Group oversight.

Three lines model

The Bank employs the three lines model to protect
value of the Group. Some of the key responsibilities
split by each line are presented below:

1st Line: (Ownership & Management)

Day to day management and control
of relevant risk related to their area of
responsibility;

Designing and implementing controls to
respond to any changes in the risk profile;

Identification, evaluation and reporting their
key risk exposure,

Root cause analysis of risk events and action
planning to prevent recurrence;,

Tracking of action plans and performance
assurance/testing to ensure that completed
actions are proved effective;

Maintaining appropriate and adequate
documentation to evidence compliance with
their risk accountabilities and responsibilities.

2nd Line: (Assisting with Managing Risks)

Development and maintenance of the Risk
Policy and Framework;

Oversight of 1st line's compliance with the
Risk Policy & Framework

Review and challenge of actions being
undertaken by the 1st Line in respect of
relevant risks;

i,



. Reporting to relevant committees on
significant risks and control weaknesses
and progress undertaken by the 1st Line in
mitigating risks outside of the risk appetite.

3rd Line: (Assurance)

Independent assurance of the effectiveness
of Contrals;

. Risk based programme of audit activity; and
Reporting to the Board Audit Committee.

The Credit & Risk Group (CRG) is the second line
risk function responsible for assisting, identifying,
and managing credit, market and operational

risks arising from the Group’s activities. It

makes recommendations to the relevant central
committees about the appropriateness of the 1st
line's compliance with policies and procedures for
managing these risks. All areas of risk are overseen
by the Group Chief Credit & Risk Officer, who reports
into the Group CEO and the Chair of the BRC.

The Group Balance Sheet Management (GBSM)
function is a second line function responsible for
capital planning and management, coordinating
Internal Capital Adequacy and Assessment
Process (ICAAP), efficient capital allocation through
administering risk adjusted return on capital
(RAROQ), liquidity planning and analysis, structural
funding assessment, developing Internal Liquidity
Adequacy Assessment Process (ILAAP), dynamic
Balance Sheet modeling to assess potential
emerging impact on capital and liquidity metrics and
facilitating Balance Sheet optimisation.

Group Audit functions as a third line of defense and
has a reporting line, independent of management,
directly to the Board Audit Committee. The

primary objective of Group Audit is to provide an
independent opinion and risk-based review on the
design and operating effectiveness of the control
environment across the group on all aspects of
risk management, including Bank’s policies and
procedures.

C. Risk in Pillar |

Pillar I addresses three specific types of risks,
namely credit, market and operational risk. The Pillar
| process describes the basis for the calculation of
requlatory capital.

CREDIT RISK

Credit risk is the risk that a customer or
counterparty to a financial asset, fails to meet its
contractual obligations, and causes the Bank to
incur a financial loss.

Credit Risk Management ensures that the 1st line
complies with the Bank’s policies, standards and
procedures designed to manage risk.

In particular it ensures that the obligor risk rating is
accurate and reviewed on a timely basis.

The Group’s portfolio and credit exposures are
managed in accordance with the Group Credit
Policy, which applies Group-wide qualitative and
quantitative guidelines, with particular emphasis on
avoiding undue concentrations or aggregations

of risk.

The Group's banking subsidiaries are governed

by policies and standards aligned with the Group
Credit Policy and its associated standards but

may be adapted to suit local regulatory and legal
requirements as well as individual units’ product and
sectoral needs.

The Group’s retail lending is managed under a
framework that considers the entire credit cycle.
Retail obligor facilities are offered under product
programs. The product programs are governed
by a set of policies and standards describing the
product program approval, monitoring, reporting
and recovery processes.

Additionally, Credit Risk ensures that where obligors
default, losses are kept to a minimum through timely
remedial actions.

Refer note 25.4 to the 31 December 2022 audited
consolidated financial statement for definition and
policies for management of credit risk.

MARKET RISK

Refer note 256 to the 31 December 2022 audited
consolidated financial statement for definition and
policies for management of Market risk.

The Group is exposed to the following types of
market risk:
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Currency rate risk

The Group's trading book has exposures to foreign
exchange risk arising from cash and derivatives
trading. Additionally, structural balance sheet
positions relating to net investment in foreign
subsidiaries expose the Group to foreign exchange
risk. These positions are reviewed regularly and
an appropriate strategy for managing structural
foreign exchange risk is established by the GALCO.
Group Treasury is responsible for executing the
agreed strategy.

Interest rate risk

Interest rate risk arises from the possibility

that changes in interest rates will affect future
profitability or the fair values of financial
instruments. The Group is exposed to interest rate
risk because of client trades & positional trading
strategies which is managed by setting appropriate
market risk limits.

Equity price risk

Equity position risk arises from the possibility that
changes in the prices of equities, or equity indices,
will affect the future profitability, or the fair value
of financial instruments. The Group is exposed to
equity risk in its trading position and investment
portfolio, primarily in its core international and
GCC markets.

Equity positions in the banking book

Quoted Equities 7

Unquoted Equities 3

15

Realised gain during the year -

Unrealised gain (loss) at
31 December 2022

There were no sales with respect to equity
positions in the banking book for the year ended
31 December 202¢.

OPERATIONAL RISK

Refer note 25.10 to the 31 December 2022 audited
consolidated financial statement for definition and
policies for management of Operational Risk

Legal risk

Examples of legal risk include inadequate
documentation, loss of power and/or authority

arising from legal or regulatory action, insufficient
authority of a counterparty and contract invalidity/
unenforceability. Group Head of Legal bears
responsibility for identification and management
of this risk. Legal department consults with
internal and external legal counsels. All major
Group subsidiaries have their own in-house legal
departments, acting under the guidance of the
Group Head of Legal, which aims to facilitate the
business of the Group, by providing proactive,
business-oriented, and sound advice.

The Group is currently engaged in various legal and/
or regulatory matters which arise in the ordinary
course of business. Bank ABC does not currently
expect to incur any liability with respect to any
actual or pending legal and/or regulatory matter
which would be material to the financial condition or
operations of the Group.

iil Risk in Pillar Il

LIQUIDITY RISK

Liquidity risk is the risk that maturing and cashable
assets may not cover cash flow obligations
(liabilities) as they fall due, without incurring
unacceptable costs or losses. The Group's Liquidity
Management Framework (GLMF) ensures that the
Group proactively manages liquidity and structural
funding risks to support prudent business growth
while having the ability to withstand a range of
liquidity stress events. The Group has carried out a
detailed assessment to identify all material sources
of liquidity and funding risks and have assessed
appropriate levels of required Liquid Asset Buffers
and contingency funding actions. The Group’s
liquidity risk appetite sets appropriate liquidity
metrics to monitor all sources of material liquidity
risks and the liquidity risk appetite framework
extends to all entities within the Group.

The Group maintains high quality liquid assets
(HQLA) at prudent levels to ensure that cash

can quickly be made available to honour all its
obligations, even under adverse conditions. The
Group is generally in a position of surplus liquidity,
its principal sources of liquidity being its high-quality
liquid assets and marketable securities.

A maturity gap report, which reviews mismatches, is
used to monitor medium and long-term liquiditu.



All offshore subsidiaries of the Group manage
principally on a self-funded basis to meet their
liquidity and funding requirements.

The GLMF ensures that the key risk indicators are
monitored proactively, including daily monitoring of
Liquidity Coverage Ratio (LCR) and Net Stable Funding
Ratio (NSFR) amongst a range of other liquidity

risk indicators, and these are regularly reported to
the senior management. The Bank conducts daily
liquidity stress testing to ensure that the Liquidity
Survival Horizon (LSH) is always maintained above the
established risk appetite threshold.

The Group also carries out a comprehensive
Integrated Stress Testing and ILAAP (Internal
Liquidity Adequacy Assessment Process) process
that includes, amongst other things, scenario-based
liquidity stress tests to evaluate the robustness

of the liquidity management framework and the
effectiveness of the contingency funding plan. The
Group's Liquid Assets Buffer (LAB) and the Group's
Contingency Funding Plan (GCFP) ensure that the
Group can withstand potential liquidity shocks and
market disruptions.

INTEREST RATE RISK
IN BANKING BOOK
(IRRBB)

Interest rate risk in the banking book refers to
current or prospective risk to the Bank's capital

and earnings arising from adverse movements in
interest rates that affect the Bank's banking book
positions. The Group is exposed to interest rate risk
as a result of mismatches of interest rate repricing
of assets and liabilities. This risk is minimised as

the Group’s rate sensitive assets and liabilities are
mostly floating rate, where the duration risk is lower.
The Group has set risk limits for both earnings at
risk (EAR) and economic value of equity (EVE) for

y

i

interest rate risk in the banking book (IRRBB). In
general, the Group uses matched currency funding
and translates fixed rate instruments to floating rate
to better manage the duration in the asset book.

Quantitative measures employed include limits,
interest rate sensitive gap analysis and stress
testing to measure and control the impact of
interest rate volatility on the Bank’s earnings
and economic value of equity. These measures
are applied separately for each currency and
consolidated at the Group's level.

As at 31 December 2022, the impact on earnings
over 12 months and on economic value of equity
for a 200 basis points (2%) parallel shift in interest
rates (floored to zero% for down scenario) is
provided below. In summary, the negative impact
on Group's earnings is estimated at US$ 26.6 million
(representing ~3% of Net Interest Income) and
negative impact on economic value of equity is
estimated at US$ 77 million (< 5% of Tier 1 capital).
The impact on both metrics were well below the
Group's risk appetite thresholds for IRRBB.

S5
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Currency-wise details of the impact from a parallel shift of 200bps are as follows:

All amounts in US$ million

Currency

Parallel Up

United States Dollar (USD)

Pound Sterling (GBP)

Euro (EUR)

Brazilian Real (BRL)

Algerian Dinar (DZD)

Egyptian Pound (EGP)

Jordanian Dinar (JOD)

Tunisian Dinar (TND)

Other

Total

Impact on Group’s Earnings

15)

06

95

125

06

28

24

(18)

16

26.7

Parallel Down

15

(06)

(94)

(125)

(06)

28)

(24)

18

(16)

(26.6)

Economic Value of Equity Impact

Parallel Up

277)

30

4.0

(123)

(8.0

(65)

(106)

(53)

(63)

(76.6)*

Parallel Down

264

61

(47)

129

91

72

111

59

6.6

(7.8)*

* For aggregation of EVE across currencies only negative values are considered as per Basel




Repricing profile as below:

Non-

1-3 3-6 6-12 Interest
US$ million Months Months Months Bearing
ASSETS
Liquid funds 2,886 - - - - - 2,886
Trading securities 261 272 - - 3 54 590
e ke o o N
e oW % - - -
Non-trading investments 1607 1,056 625 884 3,878 30 8,080
Loans and advances 8,041 5,530 2,345 1,064 1,210 - 18,190
Other assets - - - - - 3,281 3,281
TOTAL ASSETS 15,750 7,451 3,024 1,954 5,095 3,365 36,639
LIABILITIES & EQUITY
Deposits from customers 11,557 6,502 1176 1,050 581 530 21,396
Deposits from banks 2,301 766 380 269 42 6 3,764
Certificates of deposit 91 105 16 53 170 - 435
Secaér;gsrsnzg'é under repurchase 1317 503 215 160 683 - 2,878
Taxation, other liabilities & non-controlling interest - - - - - 2,774 2,774
Borrowings 940 175 53 - 37 92 1,297
Equity (Parent) - - - - 390 3,705 4,095
TOTAL LIABILITIES & EQUITY 16,206 8,051 1,840 1,532 1,903 7,107 36,639
OFF B/S ITEMS
Foreign Exchange Contracts - - - - - - -
Interest rate contracts 560 1,213 32 3 (1,808) - -
TOTAL OFF B/S ITEMS 560 1213 32 3 (1,808) - -
Interest rate sensitivity gap 104 613 1,216 425 1,384 (3,742) -
Cumulative interest rate sensitivity gap 104 717 1,933 2,358 3,742 - -
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The interest rate gap analysis set out in the table
above assumes that all positions run to maturity,

i.e, no assumptions on loan prepayments. Deposits
without a fixed maturity have been considered in the
‘less than one month’ bucket.

CONCENTRATION RISK

Refer note 25.3.2 to the 31 December 2022 audited
consolidated financial statements for the definition
and palicies for management of concentration risk.

Under the single obligor requlations of the CBB
and other host requlators, the Bank must obtain
approval for any planned exposures above specific
thresholds to single counterparties, or groups of
connected counterparties.

As at 31 December 2022 the Group's exposures
in excess of the 15% obligor limit to individual
counterparties were as shown below:

On Balance  Off Balance

Sheet Sheet
US$ million Exposure Exposure Exposure
Counterparty A 1,879 - 1,879
Counterparty B 1,485 - 1,485
Counterparty C 1311 - 1311
Counterparty D 1,064 - 1,064

COMPLIANCE RISK

Compliance risk is the risk of legal or regulatory
sanctions, material financial loss, or loss to
reputation the Bank may suffer as a result of its
failure to comply with the statutory, regulatory and
supervisory requirements including industry codes
with which the Bank must by law comply with, or
which it voluntarily adheres to.

Front-line functions within the units are responsible
for the management of their specific compliance
risks and control environment. The compliance
function is responsible for assuring, on an ongoing
basis, that key compliance related control processes
within the first line of defense are in place and
operating effectively.

REPUTATIONAL RISK

Reputational risk is multidimensional and reflects
the perception of market participants. It exists
throughout the organisation and exposure to
reputational risk is essentially a function of the
adequacy of the entity’s internal risk management
processes, as well as the manner and efficiency with
which management responds to external influences.

The Bank implements a robust governance and
management framework, which has a significant
involvement of senior management to proactively
address any risk(s) to the Bank’s reputation.

Furthermore, the management believes that
reputation risk requires active administration and
involvement of senior members of the Bank in
contrast to setting aside capital for its management.
The Group Reputational Risk Committee,

reporting to the GCOC, oversees the

reputational risk framewaork.

CLIMATE CHANGE RISK

Climate change risk is the financial risk that arises
from the impact of adverse changes in climate

and specifically global warming. The risks are of

two types, (i) the speed and cost of the required
transition of the global economy to a low-carbon
economy (ii) the impact of physical climate events on
countries’ economies, infrastructure and security.

Climate change presents significant risks to the
Banking Sector. In relation to climate change, Bank
ABC has in alignment with best practice, established
a 4-pillars approach in its identification, assessment
and management of climate change risk. These four
pillars are strategy, risk management (including
stress testing), governance and disclosures.
Strateqically, the Bank as part of its Risk Appetite, is
targeting net zero on emissions from own operations
in the near future. In relation to emissions from

its financing activities, Bank ABC codified all its
counterparties to reflect their climate change risk
profile using an external methodology. In addition,
the Bank has initiated idiosyncratic climate change
risk assessments to averlay and arrive at the



final classification for its exposures. Using these
classifications, the Bank has undertaken stress
testing to assess the impact of climate change
scenarios on its capital, earnings and asset quality
both over the 3 year ICAAP horizon and under

the Network of Central Banks and Supervisors

for Greening the Financial System (NGFS) 2050
scenarios. The Bank has established a climate
change standard to define roles and responsibilities
in terms of the 3 lines of defence and approaches
for different types of risks. Finally, the Bank has
established a senior management working group to
drive its Environment Social and Governance (ESG)
activities including climate change risk and included
climate change risk in its annual disclosures for 2022.

T 7777777 oo

Looking further ahead, an
eventual decline in inflation is
expected to provide scope for
central banks to lower policy
interest rates

3. Regulatory capital requirements and
the capital base

The Group manages its capital structure and
maintains capital based on its strategic business
plans considering anticipated economic conditions
and the risk characteristics of its activities. The
objective is to maintain a strong capital base to
support the risks inherent in the Group's businesses
and markets, meeting both local and consolidated
requlatory capital requirements at all times.

The Group manages the capital position through
various measures that include administering a
dividend policy that balances financial stability
and growth objectives with shareholders returns;
raising capital via equity, additional tier 1 capital

i

(AT1) and subordinated debt instruments based
on a set of defined capital triggers; risk distribution
or risk participation to reduce capital demand; and
deleveraging to create capital capacity.

The determination of dividend payout will depend
upon, amongst other things, the Group’s earnings,
its dividend policy, the requirement to set aside
minimum statutory reserves, capital requirements to
support growth (organic and inorganic), requlatory
capital requirements, approval from the CBB and
applicable requirements under Bahrain Commercial
Companies Law, as well as other factors that the
Board of Directors and the shareholders may

deem relevant.

While the capital management objectives remain
unchanged, the palicies are reviewed regularly to
ensure that they support the principal objective of
maintaining financial strength and stability.

The Group's total capital adequacy ratio as at 31
December 2022 was 16.8% compared with the
minimum regulatory requirement of 12.5%. The Tier
1 ratio was 157% for the Group. The composition of
the total regulatory capital requirement was

as follows:

Risk-Weighted Assets (RWA)

Credit risk 25,003
Market risk 866
Operational risk 1,677
Total 27,546
CET 1 Ratio 14.0%
Tier 1 Ratio 15.7%
Capital Adequacy Ratio 16.8%

The Group ensures adherence to the CBB's
requirements by monitoring its capital adequacy
against higher internal limits detailed in the Bank’s
Board-approved risk appetite statement under the
strateqic risk objective “Solvency”.

Each banking subsidiary in the Group is directly
regulated by its local banking supervisor, which sets
and monitors local capital adequacy requirements.
The Group ensures that each subsidiary maintains
sufficient levels of capital.

S
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The Tier 1 and total capital adequacy ratio of the
significant banking subsidiaries (those whose
regulatory capital amounts to aver 5% of the
Group’s consolidated regulatory capital) under the
local requlations were as follows:

Subsidiaries (over 5% of

Group’s regulatory capital) VLTLEERT ()

ABC Islamic Bank (E.C) 39.9% 409%
ABC International Bank Plc* 15.9% 16.8%
Banco ABC Brasil S.A* 13.2% 15.3%

* CAR has been computed after mandatory

deductions from the total of Tier 1 and Tier 2 capital.

a. Capital requirement for credit risk

For regulatory reporting purposes, the Group
calculates the capital requirements for credit

risk based on the standardised approach. Under
the standardised approach, on- and off-balance
sheet credit exposures are assigned to exposure
cateqgories based on the type of counterparty or
underlying exposure. The exposure categories are
referred to in the CBB's Basel Il capital adequacy

Credit exposure and risk-weighted assets

framework as standard portfolios. The primary
standard portfalios are claims on sovereigns, claims
on banks and claims on corporates. Following

the assignment of exposures to the relevant
standard portfalios, the RWAs are derived based on
prescribed risk weightings. Under the standardised
approach, the risk weightings are provided

by the CBB and are determined based on the
counterparty’s external credit rating. The external
credit ratings are derived from eligible external
credit rating agencies approved by the CBB. The
Group uses ratings assigned by Standard & Poor’s,
Moody’s, Fitch Ratings and Capital Intelligence.

Provided below is a counterparty asset class-wise
breakdown of the Credit RWA and associated capital
charge. The definition of these asset classes (as per
the standard portfolio approach under the CBB's
Basel lll Capital Adequacy Framework) is set out

in section 5.

Gross
Credit Funded  Unfunded Risk-
Exposure Exposure Exposure Cash Eligible weighted Capital
US$ million [1+2] 11 [2] Collateral Guarantees Assets Charge
Cash 16 16 - - - - -
Claims on sovereigns 9,344 9,253 91 71 20 735 92
Claims on public sector 1,883 1686 197 13 10 1418 177
entities
Claims on multilateral 529 508 o1 B . 138 17
development banks
Claims on banks 9,860 8,957 903 3,196 120 3952 494
Claims on corporate portfolio 16,215 13,728 2,487 202 234 15,334 1917
Requlatory retail exposures 1,566 1,300 266 6 - 1,169 146
Past due loans 192 192 - - - 192 24
Residential retail portfolio 29 29 - 1 - 14 2
Commercial mortgage 134 134 - 42 - 92 12
Equity portfolios 48 48 - - - 101 13
Other exposures 1544 1,433 11 - - 1,858 232
41,360 37,284 4,076 3,531 384 25,003 3,126

Monthly average gross credit exposures and the risk-weighted assets for 12-month ended 31 December
2022 were US$ 34,658 million and US$ 20,561 million respectively.




b. Capital requirement for market risk

In line with the standardised approach to calculating market risk, the capital charge for market risk is

as follows:

US$ million

Interest rate risk 672
- Specific interest rate risk 11
- General interest rate risk 661
Equity position risk 28
Foreign exchange risk 166
Options risk -
Total 866

Year-end

Capital
Charge

84

83

2l

109

Capital
Charge -
Minimum*

55

54

19

78

Capital
Charge -
Maximum*

123

114

34

162

* The information in these columns shows the minimum and maximum capital charge for each of the market

risk categories during the year ended 31 December 2022.

c. Capital requirement for operational risk

The Group applies the “Standardised Approach” for calculating its Pillar | operational risk capital. As at 31
December 2022, the total capital charge in respect of operational risk was US$ 209 million. A breakdown of

the operational risk capital charge is provided below:

Average 3
US$ million Years Gross
Basel Business Line Income

Corporate finance 35
Trading and sales 157
Payment and settlement L4
Commercial banking 543

Agency services -

Retail banking 69
Asset management 11
Retail brokerage 5
Total 864

Beta
Factors

18%

18%

18%

15%

15%

12%

12%

12%

Capital charge

10

44

12

127

13

209

79

352
98

1,019

104

17

1,677
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d. Capital base
The Group’s capital base primarily comprises of:

i Tier 1 capital: Share capital, treasury shares,
reserves, retained earnings, non-controlling
interests, profit for the year and cumulative
changes in fair value,

i) Additional Tier 1 capital: Eligible portion of a
perpetual financial instrument issued by the
Bank or any subsidiary of the Bank;

iii) Tier 2 capital: eligible subordinated term debt
and expected credit losses.

The portion of Tier 1 and Tier 2 instruments
attributable to non-controlling interests are added
to the respective capital tiers in accordance with the
regulatory definitions.

The issued and paid-up share capital of the Bank is
US$ 3,110 million at 31 December 2022, comprising
3,110 million shares of US$ 1 each.

The Tier 2 capital includes subordinated term debt
of US$ 97 million (eligible portion) at 31 December
2022. This has been raised at a subsidiary of the
Bank. The details of these issues are described in
appendix PD 3 of this document.

W77
110 US$ Million

Issued and paid-up
share capital of the Bank

The Additional Tier 1 (AT1) capital includes the eligible
portion of a perpetual financial instrument issued

by the Bank or any subsidiary of the Bank. The
outstanding of tatal AT1 issue amounted to

US$ 481 million at 31 December 2022. This includes
$390 million issued by the Bank and $31 million issued
by the Bank’s subsidiary in Brazil. These instruments
meet all the threshold conditions for inclusion in

AT1 as per the CBB requirements. The details of
these issues are described in appendix PD 3 of

this document.

. The ATl instrument issued by the Bank
has a conversion feature into equity with
the trigger being a non-viability event as
determined by the CBB.

AT 1instrument issued by the subsidiary has a
trigger of 5.125% of CET 1 ratio (of the subsidiary)
for permanent extinction in compliance with the local
regulations and Basel Standards.

Both instruments have features that enable coupon
suspension (without cumulating) upon insufficiency
of profits.

ATl issuance by the subsidiary has been approved
by its local regulator for inclusion in AT1 capital

of the Group. The impact on the Group’s capital is
immaterial.

The details of the AT1 issuances are described in
appendix Public Disclosure (PD) 3.

Tier 2 capital represent the surplus over the
requlatory minimum capital stipulated by the CBB.

The Group's capital base and risk-weighted assets is
summarised below:

BN o
Capital Base and Risk-Weighted Assets (RWA) US$ million
Capital base
CET1 3,866
AT 1 470
Total Tier 1 capital 4336
Tier 2 290
Total capital base 4,626
Risk-weighted assets
Credit risk 25,003
Market risk 866
Operational risk 1677
Total Risk-weighted assets 27,546

CET 1 ratio
Tier 1 ratio
Capital adequacy ratio

14.0%
157%
16.8%

The details about the compaosition of capital are provided in appendices PD 2 and PD 4.
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4, Credit risk - Pillar lll disclosures
a. Definition of exposure classes

The Group has a diversified funded and unfunded
credit portfolio. The exposures are classified as per
the standard portfolio approach under the CBB's
Basel Ill Capital Adequacy Framework, covering the
standardised approach for credit risk.

\\\\\\\\\\\\\\\\

b. External credit rating agencies

The Group uses external credit ratings from
Standard & Poor’s, Moody's, Fitch Ratings and Capital
Intelligence (accredited external credit assessment
institutions). The breakdown of the Group's exposure
into rated and unrated categories is as follows:

Net Credit Exposure (after Unrated

US$ million credit risk mitigation) Exposure Exposure
Cash 16 - 16
Claims on sovereigns 9,273 7804 1,469
Claims on public sector entities 1,870 710 1,160
Claims on multilateral development banks 529 529 -
Claims on banks 6,664 5662 1,002
Claims on corporate portfolio 16,013 2,068 13,945
Reqgulatory retail exposure 1,560 - 1,560
Past due loans 192 - 192
Residential retail portfolio 28 - 28
Commercial mortgage 92 - 92
Equity portfolios 48 - 48
Other exposures 1,544 159 1,385
37,829 16,932 20,897

The Group has a policy of maintaining accurate and
consistent risk methodologies. It uses a variety of
financial analytics, combined with market information,
to support risk ratings that form the main inputs

for the measurement of counterparty credit risk. All
internal ratings are tailored to the various categories
and are derived in accordance with the Group's

credit policy. They are assessed and updated

Y,
7, N
M

e

reqularly. Each risk rating class is mapped to grades
equivalent to Standard & Poor’s, Moody’s, Fitch, and
Capital Intelligence rating agencies. The Credit Risk
Management framework ensures that the credit
portfolio is managed in line with the Group Risk
Appetite Standards.

The Group’s credit risk distribution (based on internal
risk ratings) at 31 December 2022 is shown below:

32.8% 73%
Satisfactory Exceptional
275% 2.8%

. Adequate . Marginal
10.0% 11%
Superior . Special Mention
9.4% 0.5%

. Excellent . Substandard
8.5% 0.1%
Good Doubtful

Other grades are insignificant.

////////////// ,
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C. Credit risk presentation under Basel lll

The credit risk exposures detailed here differ
from the credit risk exposures reparted in the

Il Capital Adequacy Framework. In the case
of exposures with eligible guarantees, it is
reported based on the category of guarantor.

consolidated financial statements, due to different
methodologies applied respectively under Basel llI
and IFRS. These differences are as follows:

As per the CBB Basel lll framework, off
balance sheet exposures are converted into
on balance sheet equivalents by applying a
credit conversion factor (CCF). The CCF varies
between 20%, 50% or 100% depending on
the type of contingent item.

The consolidated financial statements
categorise financial assets based on asset
class (i.e. securities, loans and advances, etc.).
This document categorises financial assets
into credit exposures as per the “Standard
Portfolio” approach set out in the CBB's Basel

Eligible collateral is taken into consideration in
arriving at the net exposure under the Basel
Il framework, whereas collateral is not netted
in the consolidated financial statements.

. Under the Basel lll framework, certain items
are considered as a part of the requlatory
capital base, whereas these items are
netted off against assets in the consolidated
financial statements.

d. Credit exposure
Geographical distribution of exposures

The geographical distribution of exposures, impaired
loans and the related specific provisions (Stage 3)
can be analysed as follows:

Specific/
Stage 3 ECL
Impaired

Specific/
Stage 3 ECL

Impaired

Gross Credit Cash Impaired Impaired Debt Debt

US$ million Exposure Collateral Loans Loans Securities Securities
North America 6,581 799 - - 63 63
Western Europe 5,725 250 - - - -
Other Europe 1,704 278 1 11 - -
Arab World 16,121 1,339 463 362 11 11
Other Africa 54 31 - - - -
978 55 - - - -

Australia/New Zealand 172 44 - - - -
Latin America 10,025 735 181 90 - -
41,360 3,531 655 463 74 74

In addition to the above specific provisions the Group has collective impairment provisions (ECL allowances
under Stages 1 and 2) amounting to US$ 242 million.




The geographical distribution of gross credit exposures, by major type of credit exposure, can be analysed
as follows:

Australia/
North  Western Other New Latin
US$ million America Europe Europe Zealand  America
Cash - - - 16 - - - - 16
Claims on sovereigns 3147 423 15 4,609 - 188 3 959 9,344
Claims on public sector 83 18 12 1489 - 129 2 50 1,883
entities
Claims on multilateral 145 50 2 539 46 5 B B 529
development banks
Claims on banks 1,335 2,814 1320 2,835 1 259 54 1242 9,860
Claims on corporate 1801 2,062 194 5,019 7 383 13 6,636 16,215
portfolio
Requlatory retail ) ) . 820 . . ) 746 1,566
exposures
Past due loans - - - 101 - - - 91 192
Readeﬂt\a.l retail . 1 ) 58 . . . . 9
portfolio
Commercial mortgage - 92 - 42 - - - - 134
Equity portfolios - 1 - 47 - - - - 48
Other exposures 70 264 29 876 = 4 - 301 1,544
Gross credit exposure 6,581 5725 1,704 16,121 54 978 172 10,025 41,360

The Bank uses different credit mitigation techniques  of physical assets, cash deposits, securities and

such as collaterals, guarantees and netting guarantees. Only guarantees provided by eligible
agreements to reduce credit risk. The recognised Corporate and Financial Institutions of acceptable
credit risk mitigation activities are undertaken with credit quality are accepted by the Bank.

various counterparties to ensure no additional
credit or market risk concentrations occur. The Bank
holds collateral against its credit facilities in the form

The ageing analysis of past due loans by
geographical distribution can be analysed as follows:

Less than 3 3 Months
US$ million Months to 1 Year 3 Years

North America - - - - -
Western Europe - - - - -
Other Europe - - - - -

Arab World 17 53 30 1 101
Latin America 8 9 74 - 91
Asia - - - - -

25 62 104 1 192
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Industrial sector analysis of exposures

The industrial sector analysis of exposures, impaired assets and the related specific provisions (Stage 3) can
be analysed as follows:

Specific/

Specific/ Stage

Stage 3 ECL

Gross Funded Unfunded 3 ECL Impaired Impaired

Exposure Exposure Exposure Cash Impaired Impaired Debt Debt

US$ million [1+2] [1] [2] Collateral Loans Loans Securities  Securities

Manufacturing 3,197 2,752 445 24 99 82 - -
Mining and quarrying 136 80 56 - 16 11 - -
Agriculture, fishing and 1640 1551 89 1 P 8 B B
forestry

Construction 2,294 1762 532 52 79 65 - -
Financial services 15,697 14,240 1,457 3,351 2 2 74 74
Trade 342 309 33 16 89 36 - -
Pe;lsﬂoa”nacl e/ consumer 1720 1425 295 6 46 40 - -
Corfrlwrggirc%agl real estate 339 331 3 B B B B B
Government 7335 7258 77 36 2 2 - -
T eecommuncations 616 546 0 ! 25 2 : :
Transport 820 617 203 12 33 24 - -
Energy 1197 1,098 99 4 - - - -
Utilities 1,303 899 404 1 - - - -
Distribution 1,098 1,037 61 2 - - - -
Retailers 289 256 33 - - - - -
Other services 3,337 3123 214 15 252 172 - -

41,360 37,284 4,076 3,531 655 463 74 74




The industrial sector analysis of gross credit exposures, by major types of credit exposure, can be
analysed as follows:

Agriculture, Fishing
and Forestry
Financial Services
Consumer Finance
Commercial Real
Estate Financing
Telecommunications
Other Services

o
=
=
]
2
o
&
H]
c
[
=

Mining and
Quarrying
Construction
Personal /
Government
Technology,
Media and
Transport
Utilities
Distribution
Retailers

US$ million

Cash T [T [

Claims on

A 15 - - - 2,671 - - - 6658 - - - - - - - 9,344
sovereigns

Claims on
publicsector 142 5 - 19 576 - - - 515 59 95 362 106 - - 4 1,883
entities

Claims on
multilateral
development
banks

- - - - %9 - - - - - - - - - . - 59

Claims on

banke - - - - 982 - - - 38 - - - - - - - 9860

Claims on
corporate 3018 121 1631 2223 1941 289 61 257 124 553 712 833 1188 1097 289 1878 16,215
portfolio

Reqgulatory
retail - - - - - - 186 - - - - - - - - - 1566
exposures
Past due loans 17 5 4 14 - 53 6 - - 4 9 - - - - 80 192
Res@entlal ‘ B B B 28 - ~ ~ _ _ _ _ _ _ - - 1 29
retail portfolio
Commercial ) B B 10 42 B ~ 82 _ _ _ _ _ _ _ - 134
mortgage
Equltg' 1 _ - - 29 - 7 - - - - - - - - 11 48
portfolios
Other 5 5 - 87 - 80 - - - 4 2 9 1 - 1347 1544
exposures

3,197 136 1,640 2,294 15,697 342 1,720 339 7335 616 820 1,197 1,303 1,098 289 3,337 41,360

The ageing analysis of past due loans, by industrial sector can be analysed as follows:

Less Than 3 3 months

US$ million Months to 1 Year 1to3Years Over3 Years
Manufacturing 2 2 13 - 17
Mining and quarrying 2 - 3 - 5
Agriculture, fishing and forestry 4 - - - 4
Construction 1 1 12 - 14
Financial services - - - - -
Trade 6 47 - - 53
Personal / Consumer finance 2 2 1 1 6
Commercial Real Estate Financing - - - - -
Technology, media & telecommunications 2 2 - - 4
Transport 1 2 6 - 9
Other sectors 5 6 69 - 80

25 62 104 1 192
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Maturity analysis of funded exposures

Residual contractual maturity of the Group’s major types of funded credit exposures is as follows:

Total Total
Within within
1 1-3 3-6 6-12 12 1-5 5-10 10-20 Over20
US$ million Month Months Months Months Months Years Years Years Years
Cash 16 - - - 16 - - - - - - 16
Claims on sovereigns 3857 997 573 s44 5971 2359 g5l 58 - 14 3282 9253
Claims on public 154 614 60 43 871 512 198 98 - 7 815 1686
sector entities
Claims on multisteral 46 60 % 46 246 250 12 - - - 262 508
development banks
Claims on banks 3669 1276 813 882 6640 2022 244 50 - 1 2317 8957
Claims on corporate 1673 2642 1960 2034 8309 4282 659 3 - 475 5419 13728
portfolio
Regulatory retail 45 68 4 123 278 398 223 380 15 6 1,022 1300
exposures
Past due loans 18 7 28 34 87 104 1 - - - 105 192
Resmiemgal retail . . . . B > 4 5 1 . 59 59
portfolio
Commercial mortgage 7 98 - 15 120 14 - - - - 14 134
Equity portfolios - - - - - - - - - 48 48 48
Other exposures 1 1 3 10 15 12 - - - 1406 1,418 1,433
9486 5763 3573 3731 22553 9955 2192 611 16 1957 14731 37284

Maturity analysis of unfunded exposures

In accordance with the calculation of credit risk-
weighted assets in the CBB's Basel lll Capital
Adequacy Framewaork, unfunded exposures are

divided into the following exposure types:

0 Credit-related contingent items comprising

letters of credit, acceptances, quarantees

and commitments.

(i Derivatives including futures, forwards,
swaps and options in the interest rate,

foreign exchange, equity and credit markets.

In addition to counterparty credit risk, derivatives
are also exposed to market risk, which requires a
separate capital charge as prescribed under the

Basel lll guidelines.



Management

The residual contractual maturity analysis of unfunded exposures is as follows: ///
10-20 Over 20
US$ million 1 Month Months Months Months Years Years Years
Claims on sovereigns 14 18 41 4 77 14 - - - - 14 91
Claims on public
- 55 41 10 46 152 35 - 10 - - 45 197
sector entities
Claims on multilateral
development banks . . . el 21 . . . . . B a1
Claims on banks 220 352 74 76 722 161 18 1 1 - 181 903
. V4
Claims on corporate 238 421 263 626 1,548 838 42 7 2 - 939 2,487 u
portfolio o
Regulatory retail 8 48 42 43 141 125 - - - - 125 266
exposures
Other exposures - 2 - - 2 - - - - 109 109 111
535 882 430 816 2,663 1,223 60 18 3 109 1,413 4,076
e. Impaired assets and provisions for migration and significant increase in credit risk since
impairment origination of obligor facility to assess the staging

of obligors in accordance with the IFRS9 impairment
standard of the Group. The amount of ECL charged
per obligor facility is subject of calculations executed
in line with the IFRS 9 impairment policy.

The Group manages the risk rating of obligors in
accordance with the obligor risk rating standard.
Changes in risk ratings are used to identify credit

Industry sector analysis of the specific and ECL provisions charges and write-offs

Provision

US$ million (Write-back/recovery) Write-offs
Financial services 10 -
Retailers 10 -
Manufacturing 12.0 45
Construction (2.0) 9
Mining and quarrying 10 -
Personal / consumer finance 4.0 1
Trade 9.0 1
Agriculture, fishing & forestry 2.0 10
Technology, media and telecommunications 70) -
Other Services 65.0 104
ECL 330 -

119 170

Bank ABC Group
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Restructured facilities

The carrying amount of restructured facilities
amounted to US$ 351 million as at 31 December
2022. Out of the total restructured facilities 46%
relate to performing customers (including short term
restructuring carried out due to current Covid-19
situation) on which an ECL of US$ 19 million is being

US$ million

held. These restructuring did not have any impact
on carrying values thereby no modification loss was
recorded on these. The Group continues to record
interest on performing customers as normal and
interest on non-performing customers is recorded
on receipt basis.

Ageing analysis of impaired loans and securities

In accordance with the quidelines issued by the CBB,
credit facilities are placed on non-accrual status and
interest suspended when either principal or interest
is overdue by 90 days, whereupon interest credited
to income is reversed. Following an assessment of
impairment, specific provision is established if there
is objective evidence that a credit facility is impaired,
as mentioned above.

An ageing analysis of all impaired loans, POCI and
securities on non-accrual basis, together with their
related provisions is as follows:

Net Book Value

Principal Provisions

Loans

Less than 3 months 68 43 25

3 months to 1 year 122 60 62

1to 3 years 322 218 104

Over 3 years 143 142 1
655 463 192

US$ million

Securities

Less than 3 months
3 months to 1 year
1to 3 years

Over 3 years

Net Book Value

Principal Provisions

74 74 -

74 74 -




Movement in expected credit losses

SO THHTHTT777777777 7777777 o oo oo

Expected Credit Losses

US$ million Stage 2 Stage 3
Loans
At beginning of the year 109 89 493

Changes due to financial assets recognised in opening balance that have:

Transfer to stage 1 7 7 -
Transfer to stage 2 (3] 2 -
Transfer to stage 3 - 23 23
Net remeasurement of loss allowance 27 10 121
Write-backs / recoveries - - (39)
Amounts written-off - (2 (153)
Exchange adjustments and other movements @ 2 18
Balance at reporting date 139 71 463

\
Expected Credit Losses
US$ million Stage 1 Stage 2
Investments
At beginning of the year 19 - 86

Changes due to financial assets recognised in opening balance that have:
Transfer to stage 1 -
Transfer to stage 2 -

Transfer to stage 3 - - -

Net remeasurement of loss allowance (5) -
Write-backs / recoveries - @
Amounts written-off - (10)
Exchange adjustments and other movements m - -
Balance at reporting date 13 - 74

XX
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US$ million

Other financial assets and off-balance sheet items

Expected Credit Losses

Stage 1 Stage 2 Stage 3

At beginning of the year 12 9 49
Changes due to financial assets recognised in opening balance that have:

Transfer to stage 1 1 )] -

Transfer to stage 2 3 3 -

Transfer to stage 3 - m 1
Net remeasurement of loss allowance 1 - 10
Write-backs / recoveries - - 4
Amounts written-off - - (6)
Exchange adjustments and other movements m m (16)
Balance at reporting date 10 9 34

5. Off balance sheet exposure and
securitisations

a. Credit related contingent items

As mentioned previously, for credit-related
contingent items the nominal value is converted

to an exposure through the application of a credit
conversion factor (CCF). The CCF is set at 20%, 50%
or 100% depending on the type of contingent item
and is used to convert off-balance sheet notional
amounts into an equivalent on-balance sheet
exposure.

Undrawn loans and other commitments represent
commitments that have not been drawn down or
utilised at the reporting date. The nominal amount is
the base upon which a CCF is applied for calculating
the exposure. The CCF ranges between 20% and
50% for commitments with original maturities of up
to one year and over one year respectively. The CCF
is 0% for commitments that can be unconditionally
cancelled at any time.

The table below summarises the notional principal
amounts and the relative exposure before the
application of credit risk mitigation:

US$ million Notional Principal Credit Exposure*
Short-term self-liquidating trade and transaction-related contingent items 2,892 859
Direct credit substitutes, guarantees and acceptances 2,970 1,700
Undrawn loans and other commitments 2,119 780

7,981 3,339
RWA 2,657

* Credit exposure is after applying CCF.

At 31 December 2022, the Group held eligible guarantees as collateral in relation to credit-related contingent

items amounting to US$ 244 million.



b. Derivatives

Most of the Group’s derivative trading activities
relate to sales, positioning and arbitrage. Sales
activities involve offering products to customers.
Positioning involves managing market risk
positions with the expectation of profiting from
favourable movements in prices, rates or indices.
Arbitrage involves identifying and profiting from
price differentials between markets or products.
Appropriate limits are approved by the Board. After
approval, these limits are monitored and reported
along with the Group Risk Appetite Statement.

The Group uses forward foreign exchange contracts,
currency options and currency swaps to hedge
against specifically identified currency risks.
Additionally, the Group uses interest rate swaps and
interest rate futures to hedge against the interest
rate risk arising from specifically identified loans and

US$ million

i

securities bearing fixed interest rates. The Group
participates in both exchange-traded and over-the-
counter derivative markets.

Credit risk in respect of derivative financial
instruments arises from the potential for a
counterparty to default on its contractual
obligations and is limited to the positive fair value
of instruments that are favourable to the Group.
The majority of the Group's derivative contracts are
entered into with other financial institutions, and
there was no significant concentration of credit risk
in respect of contracts with positive fair value with

any individual counterparty as at 31 December 2022.

The aggregate notional amounts for interest rate
and foreign exchange contracts as at 31 December
2022 were as follows:

Derivatives

Interest Rate
Contracts

Foreign Exchange
Contracts

S5

Notional — Trading book 12,467 18,561 31,028
Notional — Banking book 3,248 204 3452

15,715 18,765 34,480
Credit RWA (replacement cost plus potential future exposure) 151 254 405
Market RWA 661 166 827
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C. Counterparty Credit Risk

Counterparty Credit Risk (CCR) is the risk that a
counterparty to a contract in the interest rate,
foreign exchange, equity or credit markets defaults
orior to the maturity of the contract.

The counterparty credit risk for derivative and
foreign exchange instruments is subject to credit
limits on the same basis as other credit exposures.
Counterparty credit risk arises in both the trading
book and the banking book.

In accordance with the credit risk framework in
the CBB's Basel Ill Capital Adequacy Framework,
the Group uses the current exposure method to
calculate counterparty credit risk exposure of
derivatives. Counterparty credit exposure is defined
as the sum of replacement cost and potential
future exposure. The potential future exposure
is an estimate that reflects possible changes in
the market value of the individual contract and
is measured as the notional principal amount
multiplied by an add-on factor.

In addition to the default risk capital charge for
CCR, the Group also holds capital to cover the
risk of mark-to-market losses on the expected
counterparty risk arising out of over-the-counter
derivative transactions, namely a Credit Valuation
Adjustment (CVA). The Standardised CVA Risk
Capital Charge, as prescribed under CBB's Basel Il
quidelines, is employed for the purpose As of 31
December 2022, the CVA Portfolio Risk weighted
assets was US$ 151 million.

T 7777777 oo o

Our approach to capital
management is driven by
our strategic objectives,
considering the regulatory,
economic and business
environment in our

major markets.

N\

6. Capital management

Our strategy and business objectives underpin our
capital management framework which is designed
to maintain sufficient levels of capital to support our
organic and inorganic strategy, and to withstand
extreme but plausible stress conditions. The capital
management objective aims to maintain an optimal
capital structure to enhance shareholders’ returns
while operating within the Group's risk appetite
limits and comply with regulatory requirements at
all times.

Our approach to capital management is driven by
our strateqic objectives, considering the regulatory,
economic and business environment in our Major
markets. It is our objective to maintain a strong
capital base to support the risks inherent in our
businesses and markets, meeting both local

and consolidated regulatory and internal capital
requirements at all times.

Internal Capital Adequacy Assessment Process
(ICAAP)

Our capital management approach is supported by
a Capital Management Framework that includes an
ICAAP framework, which enables us to manage our
capital in a proactive and consistent manner. The
framework incorporates a variety of approaches to
assess capital requirements for different material
sources of risks and is evaluated on an economic
and requlatory capital basis. The Group’s ICAAP is
designed to:

. Inform the Board of the ongoing assessment
of the Bank's risks, and how the Bank intends
to mitigate those risks. It also evaluates the
current and future capital requirements
that is necessary having considered other
mitigating factors;

Ensure that the Bank’s capital position
remains adequate in the event of an extreme
but plausible global and regional economic
stress conditions;



. Demonstrate that the Bank establishes
and applies a strong and encompassing

governance framework in addition to a robust

risk and capital management, planning and
forecasting process; and

Development of capital plan
is interlinked with:

Strategic and growth
objective

Requlatory capital
requirements

Internal capital

N Develop
requirements

Capital Plan

ICAAP

a (Including
Internal capital Stress testing)

requirements based on:
Pillar 2 risk

Stress testing '

The ICAAP assesses capital required for each of
the material sources of risks and compares the
overall capital requirements for Pillar 1 and Pillar
2 risks against available capital. Our assessment
of capital adequacy is aligned to our assessment
of risks. These include credit, market, operational,

concentration risk (geographic, sectoral and obligor),
liquidity risk, pension fund obligation, residual risks,

and interest rate risk in the banking book.

Capital
Planning
Process

. Provide a forward-looking view, in relation
to solvency on the Bank’s risk profile to

ensure that it is in line with the Board's Risk

Appetite limits.

Based on business plan:
Estimate a 3-year
financial plan

Develop annual
budgetary plan

Financial
Planning

Capital Capital requirements

requirements based on:

Strategic and growth

objective
‘ Regulatory capital

requirement as per Pillar 1

In addition to the assessment of capital
requirements under Pillar 1 and Pillar 2A of the
regulatory capital framework, the Group assesses
capital requirements for stress events under
Pillar 2B.

y
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Pillar 2A Risks

The Pillar 2A measurement framework for the key risk categories is summarised below::

Material Sources of Risk (Pillar 2A)

Credit Risk

Methodology

Additional capital required for credit risk under ICAAP based on the
Foundation Internal Ratings based approach

Concentration Risk

- Name Concentration
- Sector Concentration
- Geographic Concentration

Capital requirements assessed for Name, Sector and Geographic
concentration risks using the Herfindahl-Hisrchman Hirschman Index
(HHI) approach

Counterparty Credit Risk

No capital add-on under ICAAP as Pillar 1is assessed to be sufficient

Market Risk

The Bank uses SMM for market risk capital charge computation as
prescribed by the local regulator the CBB.

The Bank’s own assessment has identified that additional capital
charge maybe required for the marginal illiquidity of its market portfolio
and movements in market prices. The capital charge for market risk
assessed under Pillar 1is, however, sufficient to cover these risks..

Operational Risk

- Conduct Risk
- Non-Conduct Risk

Under ICAAP the Bank re-assess operational risk within two categories
of realised risk factors.

Conduct risk
Non-conduct risk

Conduct risk losses are defined as losses described in the Basel loss
event type of ‘Client, Products and Business Practices (CPBP) and
legal losses. The CPBP loss events includes Regulatory fines, Sanctions
(covering AML/KY(Q), Mis-selling and product risk (defects), Client
confidentiality breaches, Non-compliance with disclosures.

Non-Conduct risk losses are the Basel loss event types other than
CPBP and legal losses. This category of loss events includes Internal
fraud losses, External fraud losses, System break-down losses, Cyber
security breach losses, Business disruption losses (BCP), Execution and
transaction delivery loss, Documentation risk related losses.

Liquidity and Funding Risk

Liquidity and funding risk is covered under ILAAP and sufficient High
Quality Liquid Asset Buffers (LAB) held to address this risk

Interest Rate Risk in the
Banking Book (IRRBB)

Capital requirements assessed based on six stress scenarios in alignment
with Basel IRRBB 2016 guidelines (BCBS 368). Capital requirements is
assessed against internal threshold for EAR and EVE.

Pension Obligation Risk

Capital requirements assessed based on an actuarial assessment of
pension fund obligations by computing the gap between the present
value of all defined pension obligations and the value of the pension fund
scheme assets which is complemented with a stress assessment using a
set of stress scenarios

Strategic Risk

Reqgular review of strategy in view of the changing technology,
regulatory and business landscape

Reputational Risk

Robust governance and management framework with significant
involvement of senior management to proactively address any risk(s) to
the Group's reputation




Pillar 2B - Stress Testing

Pillar 2B represents capital requirements to be
assessed through Stress Testing and Scenario
Analysis. Stress testing alerts the Bank’s
management to adverse unexpected outcomes
related to a variety of risks and provides an
indication of how much capital might be needed to
absorb losses should large shocks occur.

The Bank applies an Integrated Stress Testing (IST)
framework to assess the impact of a continuum of
stress scenarios including market-wide, idiosyncratic
and combined scenarios on its capital, asset quality,
earnings and liquidity. IST also enhances the Bank’s
ability to integrate the feedback loop and interplay
between different risks when a stress event occurs.

The market-wide scenarios generated from
Moody's data on macro-economic forecasts allow
the Bank to assess its vulnerabilities under mild,
moderate, severe and reverse scenarios using
the same macro-variables. Idiosyncratic scenarios
have been identified for its material and emerging
risks. Bank assesses the impact of these scenarios
or new events for various risk drivers on a multi-
dimensional basis, that is, at an entity, country,
sector, business area, product, customer or any
other applicable levels.

Finally, the Bank has leveraged the management
actions identified under its ICAAP, ILAAP and RRP
processes to complete the impact analysis by
assessing the adequacy of these actions to resolve
the adverse impact from these scenarios. The
results of the IST process is aligned with the Bank’s
risk appetite setting at an entity and group level.
The Bank uses the IST framework to complete

its ICAAP.

The ICAAP considers mild, moderate and severe
stress scenarios and assesses their impact on

its earnings, asset quality, capital and liquidity
adequacy. The macroeconomic stress scenarios are
sourced from Moody's scenario generator platform.

i

Impact on capital of the above is assessed and
suitable management actions were identified to
mitigate the impact of stress while making the
overall capital adequacy assessments

Based on its assessment, the Group maintains
adequate levels of capital buffers to meet its
business growth over the planning horizon as well
as withstand extreme but plausible stress.

Annual Planning Cycle

Our annual budget results in an assessment of
RWA and capital requirements to support the Bank’s
growth plans and compares this with the available
Capital. The annual budget, the 3 year forecasts
and the ICAAP are approved by the Board. Regular
assessments of RWA, Capital resources and the
capital ratios are monitored and reported to

the Board.

Capital Allocation

The responsibility for Group’s capital allocation
principles rests with the Group's Management
Committee. The capital allocation disciplines

are enforced through the Group Balance Sheet
Management function that operates under the
oversight of the Group Chief Financial Officer.
Through our internal governance processes, we
seek to maintain discipline over our investment and

T 777777 o oo

The Group maintains
adequate levels of capital
buffers to meet its business
growth over the planning
horizon as well as withstand
extreme but plausible stress.
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capital allocation decisions and seek to ensure that
returns on capital meet the Group's management
objectives. Our strategy is to allocate capital

to businesses and entities to support growth
objectives where above hurdle returns have been
identified based on their requlatory and economic
capital needs.

We manage our new business returns with a Risk
Adjusted Return on Capital (RAROC) measure to
drive higher returns while balancing risks.

7. Related party transactions

Related parties represent associated companies,
major shareholders, directors and key management
personnel of the Group and entities controlled,
jointly controlled or significantly influenced by

such parties. Pricing policies and terms of these
transactions are approved by the Group's

senior management and are based on arm’s

length rationale.

Exposures to related parties are as follows:

US$ million

Claims on shareholders* 94
Claims on directors & senior management 4
Claims on staff 40

*Unfunded exposures after applying CCF.

Liabilities to related parties

Connected deposits 4,297

The interest expense in respect of connected
deposits is US$ 112 million.

8. Repurchase and resale agreements

Proceeds from assets sold under repurchase
agreements as at 31 December 2022 amounted to
US$ 2,878 million. The carrying value of securities
sold under repurchase agreements at the period
end amounted to US$ 2,984 million.

Amounts paid for assets purchased under resale
agreements at the period end amounted to US$
1,386 million and relate to customer product

and treasury activities. The market value of the
securities purchased under resale agreements at
the period end amounted to US$ 1,559 million.

9. Material transactions

Transactions requiring approval by the Board
include large credit transactions, related party
transactions and any other significant strategic,
investment or major funding decisions in accordance
with Board approved policies and procedures.



APPENDIX | - REGULATORY CAPITAL
DISCLOSURES

PD 1: Post 1 January 2019 disclosure template

PIR as at

31 December
Basel lll Common Disclosure Template 2022 Reference

Common Equity Tier 1 capital: instruments and reserves

Management

1 Directly issued qualifying common share capital plus related stock surplus 3,104 A
2 Retained earnings 1,028 B
V4
3 Accumulated other comprehensive income (and other reserves) (351) cl+c2+c3+c4+c5 5
4 Not applicable -
Common share capital issued by subsidiaries and held by third parties (amount
5 . 247 D
allowed in group CET1)
6 Common Equity Tier 1 capital before regulatory adjustments 4,028
Common Equity Tier 1 capital: regulatory adjustments
7 Prudential valuation adjustments -
8 Goodwill (net of related tax liability) 51
9 Other intangibles other than mortgage-servicing rights (net of related tax liability) 75 E
Deferred tax assets that rely on future profitability excluding those arising from
10 . L 3 F
temporary differences (net of related tax liability)
11 Cash-flow hedge reserve -
12 Shortfall of provisions to expected losses -
13 Securitisation gain on sale (as set out in paragraph 562 of Basel Il framework) -
14 Not applicable -
15 Defined-benefit pension fund net assets 33 6
16 Investments in own shares -
17 Reciprocal crossholdings in common equity -
Investments in the capital of banking, financial and insurance entities that are
18 outside the scope of regulatory consolidation, net of eligible short positions, where .
the Bank does not own more than 10% of the issued share capital (amount above
10% threshold)
Significant investments in the common stock of banking, financial and insurance
19 entities that are outside the scope of regulatory consolidation, net of eligible short -
positions (amount above 10% threshold)
20 Mortgage servicing rights (amount above 10% threshold) -
51 Deferred tax assets arising from temporary differences (amount above 10% threshold, B
net of related tax liability)
22 Amount exceeding the 15% threshold -
23 of which: significant investments in the common stock of financials -
a
2
e
(0]
@]
m
<C
V4
cC
3
m
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APPENDIX | - REGULATORY CAPITAL
DISCLOSURES (CONTINUED])

PD 1: Post 1 January 2019 disclosure template (continued)

PIR as at

31 December
Basel lll Common Disclosure Template 2022

Common Equity Tier 1 capital: requlatory adjustments (continued)

24 of which: mortgage servicing rights -
25 of which: deferred tax assets arising from temporary differences -
26 (BB specific requlatory adjustments -

Regulatory adjustments applied to Common Equity Tier 1 due to insufficient Additional

= Tier 1 and Tier 2 to cover deductions )
28  Total regulatory adjustments to Common equity Tier 1 162
29 Common Equity Tier 1 capital (CET1) 3,866

Additional Tier 1 capital: instruments

30  Directly issued qualifying Additional Tier 1 instruments plus related stock surplus 376
31 of which: classified as equity under applicable accounting standards 376
32 of which: classified as liabilities under spplicable accounting standards -

33 Directly issued capital instruments subject to phase out from Additional Tier 1 -

Additional Tier 1instruments (and CET1 instruments not included in row 5) issued by

34 subsidiaries and held by third parties (amount allowed in Group AT1) 94
35 of which: instruments issued by subsidiaries subject to phase out -
36  Additional Tier 1 capital before regulatory adjustments 470
Additional Tier 1 capital: regulatory adjustments
37 Investments in own Additional Tier 1 instruments -
38 Reciprocal crossholdings in Additional Tier 1 instruments -
Investments in the capital of banking, financial and insurance entities that are outside
19 the scope of regulatory consolidation, net of eligible short positions, where the Bank .
does not own more than 10% of the issued common share capital of the entity
(amount above 10% threshold)
40 Significant investments in the capital of banking, financial and insurance entities that B
are outside the scope of regulatory consolidation (net of eligible short positions)
41 (BB specific requlatory adjustments -
42 Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover B
deductions
43 Total regulatory adjustments to Additional Tier 1 capital -
44 Additional Tier 1 capital (AT1) 470
45 Tier 1 capital (T1 = CET1 + AT1) 4,336

Reference




Basel lll Common Disclosure Template

Tier 2 capital: instruments and provisions

46
47

48

49
50
51

Directly issued qualifying Tier 2 instruments plus related stock surplus
Directly issued capital instruments subject to phase out from Tier 2

Tier 2 instruments (and CET1 and AT1 instruments not included in rows 5 or 34) issued
by subsidiaries and held by third parties (amount allowed in Group Tier 2)

of which: instruments issued by subsidiaries subject to phase out
Provisions

Tier 2 capital before regulatory adjustments

Tier 2 capital: requlatory adjustments

52
53

54

55

56
57
58
59
60

Investments in own Tier 2 instruments
Reciprocal crossholdings in Tier 2 instruments

Investments in the capital of banking, financial and insurance entities that are outside
the scope of regulatory consolidation, net of eligible short positions, where the Bank
does not own more than 10% of the issued common share capital of the entity
(amount above the 10% threshold)

Significant investments in the capital banking, financial and insurance entities that are
outside the scope of regulatory consolidation (net of eligible short positions)

National specific regulatory adjustments
Total regulatory adjustments to Tier 2 capital
Tier 2 capital (T2)

Total capital (TC = T1 + T2)

Total risk-weighted assets

Capital ratios and buffers

61
62

63

64

65
66

67

68

Common Equity Tier 1 (as a percentage of risk-weighted assets)
Tier 1 (as a percentage of risk-weighted assets)
Total capital (as a percentage of risk-weighted assets)

Institution specific buffer requirement (minimum CET1 requirement plus capital
conservation buffer plus countercyclical buffer requirements plus G-SIB buffer
requirement, expressed as a percentage of risk-weighted assets)

of which: capital conservation buffer requirement
of which: bank specific countercyclical buffer requirement
of which: G-SIB buffer requirement

Common Equity Tier 1 available to meet buffers (as a percentage of
risk weighted assets)

PIR as at
31 December
2022

76

214
290

290
4,626
27,546

14.0%
157%

16.8%

2.5%

2.5%
N/A
N/A

5.0%

Reference

h*
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APPENDIX | - REGULATORY CAPITAL
DISCLOSURES (CONTINUED])

PD 1: Post 1 January 2019 disclosure template (continued)

PIR as at

31 December
Basel lll Common Disclosure Template 2022

National minima including CBB (where different from Basel lII)

69 (BB Common Equity Tier 1 minimum ratio 9%
70 CBB Tier 1 minimum ratio 10.5%
71 (BB total capital minimum ratio 12.5%

Amounts below the thresholds for deduction (before risk weighting)
72 Non-significant investments in the capital of other financials 8

73 Significant investments in the common stock of financials 33
74 Mortgage servicing rights (net of related tax liability) -
75 Deferred tax assets arising from temporary differences (net of related tax liability) 217

Applicable caps on the inclusion of provisions in Tier 2

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to

76 standardised approach (prior to application of cap) 242
77 Cap on inclusion of pravisions in Tier 2 under standardised approach 313
78  N/A
79  N/A

Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2019 and 1 Jan 2023)

80  Current cap on CETI instruments subject to phase out arrangements N/A

81 Amount excluded from CETI due to cap (excess over cap after redemptions and N/A
maturities)

82 Current cap on AT1 instruments subject to phase out arrangements N/A

83 Amount excluded from AT1 due to cap (excess over cap after redemptions and N/A
maturities)

84 Current cap on T2 instruments subject to phase out arrangements N/A

85 Amount excluded from T2 due to cap (excess over cap after redemptions and N/A

maturities)

Reference

h*

* As adjusted based on CBB circular “0G/226/2020”



PD 2: Reconciliation of Regulatory Capital

i) Step 1. Disclosure of Balance Sheet under Requlatory scope of Consolidation

Balance Sheet as in
Published Financial

Consolidated

US$ million Statements PIR Data
Liquid funds 2,886 -
Cash and balances at central banks - 2,432
Placements with banks and similar financial institutions 2,226 4,070
Reverse repurchase agreements and other similar secured lending 1,386 -
Financial assets at fair value through P&L 590 590
Non-trading investments 8,080 -
Investment at Amortised Cost - 1,397
Investments at FVOCI - 6,697
Loans and advances 18,190 18,400
Investment properties - -
Interest receivable - 460
Other assets 3,016 2,396
Investments in associates and joint ventures - 33
Goodwill and intangible assets - 126
Property, plant and equipment 265 264
TOTAL ASSETS 36,639 36,865
Deposits from banks 3,764 7321
Deposits from customers 21,396 17840
Certificate of deposits issued 435 435
Repurchase agreements and other similar secured borrowing 2,878 2,878
Interest payable - 693
Taxation 84 -
Other liabilities 2,264 1638
Borrowings 1,297 1,206
Subordinated liabilities - -
Additional Tier 1 Instrument 390 481
TOTAL LIABILITIES 32,508 32,492
Paid-in share capital 3,110 3,110
Treasury shares (6) (6)
Reserves 601 601
Non - controlling interest 426 426
Expected credit losses - 242
TOTAL SHAREHOLDERS' EQUITY 4,131 4,373

Risk
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APPENDIX | - REGULATORY CAPITAL
DISCLOSURES (CONTINUED])

PD 2: Reconciliation of Regulatory Capital (continued)

i) Step 2: Expansion of the Balance Sheet under Requlatory scope of Consolidation

Balance Sheet

as in Published
Financial Consolidated
US$ million Statements PIR Data Reference

ASSETS
Liquid funds 2,886 -
Cash and balances at central banks - 2,432
Placements with banks and similar financial institutions 2,226 4,070
Reverse repurchase agreements and other similar secured lending 1,386 -
Financial assets at fair value through P&L 590 590
Loans and advances 18,190 18,400
Non-trading investments 8,080 8,094
OF which investment NOT exceeding requlatory threshold - 8,094
Interest receivable - 460
Other assets 3,016 2,396
OF which deferred tax assets arising from carryforwards of unused tax losses,
unused tax credits and all other ) J F
OF which deferred tax assets arising from temporary differences - 217
Investments in associates and joint ventures - 33
OF which Significant investment exceeding regulatory threshold - -
OF which Significant investment NOT exceeding regulatory threshold - 33
Goodwill and intangible assets - 126
OF which goodwill - 51
OF which other intangibles (excluding MSRs) phased in at 100% - 75 E
Of which MSRs - -
Property, plant and equipment 265 264
TOTAL ASSETS 36,639 36,865




US$ million

LIABILITIES & SHAREHOLDERS' EQUITY

Balance Sheet
as in Published
Financial
Statements

Consolidated
PIR Data

Reference

Deposits from banks 3,764 7321
Deposits from customers 21,396 17840
Certificate of deposits issued 435 435
Repurchase agreements and other similar secured borrowing 2,878 2,878
Interest payable - 693
Taxation 84 -
Other liabilities 2,064 1638
Borrowings 1297 1,206
Subordinated liabilities - -
OF which amount eligible for Tl - -
Of which amount Ineligible - -
Additional Tier 1 Instrument 390 481
OF which amount eligible for AT1 - 42 G
Of which amount eligible for Tl - 10 |
Of which amount Ineligible - 429
TOTAL LIABILITIES 32,508 32,492
Paid-in share capital 3,110 3,110
Treasury shares (6) (6)
Of which form part of CET1
Ordinary Share Capital 3110 3110 a
Treasury shares (6) 6) A
Reserves 601 601
Of which form part of CET1
Retained earnings/(losses) brought forward 971 986 b
Net profit for the current year 154 154 cl
Legal reserve 545 545 2
General (disclosed) reserves 100 100 3
Fx translation adjustment (1,114) (1,114) c4
Cumulative changes in fair value 22) (22) c5
Pension fund reserve (33) (33) c6
Non - controlling interest 426 426
Of which amount eligible for CETI - 247 d
OFf which amount eligible for ATI - 52 9
OF which amount eligible for Tl - 66 /
OFf which amount ineligible - 61
Expected credit losses - 242
Of which amount eligible for TIl (Maximum 1.25% of RWA) - 242 h
OF which amount Ineligible - -
TOTAL SHAREHOLDERS' EQUITY 4,131 4,373
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APPENDIX | - REGULATORY CAPITAL
DISCLOSURES (CONTINUED])

PD 3: Main features of regulatory capital instruments

Disclosure template for main features of regulatory capital instruments

Arab Banking

Arab Banking

1 Issuer . ) Banco ABC Brasil
Corporation Corporation
2 Unique identifier ABC XS2uE192261 - (19000 (series with
various suffixes)
) . Laws of English and Laws of the Federative
3 Governing law(s] of the instrument Bahrain Bahrain Law Republic of Brazil
Regulatory treatment
4 Transitional CBB rules Common Equity Tier 1 N/A N/A
5 Post-transitional CBB rules Common Equity Tier 1 Additional Tier 1 Additional Tier 1
6 Eligible at solo/group/group & solo Group & Solo Group & Solo Group
. . Perpetual NC 6 Perpetual NC 5, Sub-
7 !n;trqmgnt type (types to be specified by each Common equity Additional Tier 1 Capital ordinated to all except
jurisdiction) shares - , .
Securities Shareholders’ Equity
Amount recognised in regulatory capital BRL 505 million (of which
8 (Currency in mil, as of most recent reporting US$ 3110 US$390 US$ 42 million equivalent
date) eligible for AT1)
9 Par value of instrument 1 1 300,000
10 Accounting classification Shareholders’ equity Shareholders equity  Liability- Amortised cost
1 Original date of issuance Various 28th March 2022 Various
12 Perpetual or dated Perpetual Perpetual Perpetual
13 Original maturity date No maturity No maturity No maturity
14 Issuer call subject to prior supervisory approval Yes Yes Yes
Optional call date, contingent call dates and thh March 2028 and
15 . N/A every interest payment Yes
redemption amount
date thereafter
Every interest payment
16 Subsequent call dates, if applicable N/A date after the first N/A
call date
Coupons / dividends
Floating (Dividend
17 Fixed or floating dividend/coupaon as decided by the Fixed Floating
shareholders)
Average market yield of
X 16,320%, equivalent to
18 Coupon rate and any related index N/A N/A 1,20 times the current
Selic Rate of 13,65% p.a.
19 Existence of a dividend stopper N/A Yes No




Disclosure template for main features of regulatory capital instruments

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

Fully discretionary, partially discretionary or
mandatory

Existence of step up or other incentive to
redeem

Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger (s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional
conversion

If convertible, specify instrument type
convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial

If write-down, permanent or temporary

If temporary write-down, description of write-
up mechanism

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

Non-compliant transitioned features

If yes, specify non-compliant features

Fully discretionary

No

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

No

N/A

N/A

N/A

N/A

Subordinated to all
depositors and creditors
(including subordinated
debt) of the Bank

No

N/A

Partly discretionary
(Insufficiency of profits)

No

Non-cumulative

Convertible

Non-Viability Event

Fully

Conversion Price as
defined

Mandatory

Ordinary Shares

ABC

No

N/A

N/A

N/A

N/A

Subordinated to all
senior obligations of the
bank and in priority to
the Junior obligations
(such as equity shares).

No

N/A

Partly discretionary
(Insufficiency of profits)

No

Non-cumulative

Non-convertible

N/A

N/A

N/A

N/A

N/A

N/A

Yes

CET 1at 5.125% or below

Fully discretionary

Permanent

N/A

AT1 capital bills

N/A

N/A
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Sustainability;
a key strateqic
objective

Embedding sustainability into the way The Bank has invested in specialist resources with

Bank ABC operates, its risk appetite a view to developing a holistic, collaborative and
d cult . K trateaic obiecti evolutionary approach to sustainability and embed
ana culture, 1S a Key strategic oojective throughout the business to both mitigate the risks
for the Bank. and fully capture the opportunities. The aim is to
not only generate real business value across the
It is imperative that the Bank plays a constructive Bank’s value chain and create positive outcomes for
role in managing a comprehensive transition to a our stakeholders.

more sustainable, low carbon economuy. With the full
commitment and support of the Group’s Board and
management towards this objective, the Bank has
made significant progress during the year.

—

¥




The scope covers the entirety of the Bank’s global footprint, encompassing governance,
operations, risk management, business generation and stakeholder engagement. The aim
is to develop a target-driven approach that sets out the Bank’s ambition and commitment
to sustainability and allows progress to be measured.

Sustainability: Holistic,
Evolutionary & Collaborative

Stakeholder
engagement
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Governance

Corresponding to the United Nations Sustainability Development Goals

GOOD HEALTH GENDER DECENT WORK AND 1 REDUCED
AND WELL-BEING EQUALITY ECONOMIC GROWTH

INEQUALITIES
-~

(=)

Any successful sustainability initiative needs

a governance structure that allows for the
effective board oversight of the sustainability
strategy implementation, risk appetite and
culture. To this, a review is underway to
enhance the current governance structure with
respect to sustainability. A robust reporting
line, with clear targets and KPlIs, will enable

the Bank to monitor progress and success.

An important element is upskilling and building
capability within the senior management team
and across the firm. As part of that process,

the executive team have already participated in
several sustainability training sessions to develop
their expertise and knowledge. Remuneration
structures are also under review to create greater
incentivisation and alignment with the Bank’s
sustainability objectives.




Operations

Corresponding to the United Nations Sustainability Development Goals

GOOD HEALTH 12 RESPONSIBLE 13 CLIMATE
AND WELL-BEING CONSUMPTION ACTION
/AND PRODUCTION

S hd 0 | &

The Bank is making good progress in
measuring, managing and reporting the
environmental impact of its operations and
supply chain. It has defined the baseline of
greenhouse gas emissions, energy, water and
waste use across its operational footprint.
Calculating the baseline is an important first
step in defining a credible net zero target to
reduce greenhouse gas emissions and setting
reduction targets for energy, water and waste
usage. The baseline year has been defined

as 2022. The Bank’s global operations generated
greenhouse gas emissions of 9,521 tCO2 (tons

of COR)in 2022, covering Scope 1, 2 & 3 (travel-
related) emissions. Although total emissions rose
in 2022 as employees returned to the office, it
was encouraging to record that Scope 1 emissions
declined 40%, from the previous year, to 122 tCO2
in 2022. This was a result of initiatives to upgrade
air conditioning across the Bank's real estate,
most notably in Brazil, which led to a reduction in
refrigerant leakage.

Scope 1, 2 & 3 travel-related greenhouse gas emissions (tCO2, 2022)

Greenhouse Gas Emissions (tCO2) 2022 2021 Commentary

Scope 1 —direct 122 203 Upgraded air conditioning reduced refrigerant leakage
Scope 2 - indirect 8,443 Increase due to return to office post-Covid

Scope 3 —indirect (travel-related) 956 333 Post-Covid impact as travel resumes

Total * 9,521

*Scope 1, Scope 2 & Scope 3 reporting is based on the UK DEFRA, GHG Protocols & other internationally recognised metrics.

Scope l Scope 2

Emissions from company-
owned activities, e.9. company
vehicles & air conditioning

Indirect emissions from
electricity generation

Scope 3

Emissions from indirect
emissions not included
in scope 2, e.q. employee
travel & suppliers
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Initiatives to reduce the Bank’s environmental
footprint are expected to accelerate during 2023.
Bank ABC is now firming up action plans that will
beqin its journey to reduce the environmental
impact or its operations and supply chain. The early
signs are promising. The UK operation will source
100% of its energy from renewable sources as from
April 2023. Efforts to mitigate the environmental
footprint have not been restricted to operations.
The impact of the Bank’s supply chain is also being
addressed. The supplier tendering process now
includes an ESG risk assessment for each supplier.

The approach evaluates their governance
structure, how they manage their environmental
and social footprint and together with their
efforts to mitigate those risks. Technology and
collaboration will be key to improved efficiency
and resilience. The Bank is also reviewing its
approach to data storage in order to reduce its
energy use and improve efficiency. Meanwhile,
the Bank’s innovation team have been
developing three projects that will help cut
paper use, including an initiative to introduce
digital signatures.

Human Capital Management

Corresponding to the United Nations Sustainability Development Goals

GOOD HEALTH QUALITY GENDER 1 0 REDUCED
AND WELL-BEING EDUCATION EQUALITY INEQUALITIES

V'S
g‘ TS
v

Employees are the Bank’'s most valuable asset,
and Bank ABC remains committed to just and
inclusive work environment, with purpose-

driven careers that offer opportunities for self-

/v | N

Bank ABC’s Gender Ratio in 2022

Group Bahrain

Gender ratio * 36% 27% 39% 54%

development and professional growth.

The Bank adopts a progressive approach to
human capital management and endeavors
to strengthen it further to be the employer of
choice across its network.

Singapore Brazil Jordan Egypt Algeria Tunisia

55% 34% 36% 30% 47% 54%

*Female employees as % of total employees, 2022.

Females represent 36% of all employees in the
Group with Singapore, US and Tunisia leading
the way with gender ratios of 55%, 54% and
54%, respectively. Given that, there remains
work to be done in Bahrain with the gender
ratio at 27%.

There is a clear commitment from senior
management to deepen the Bank's approach
to diversity, equity & inclusion DEIl and

career development. Supporting and actively
encouraging DEI to ensure a safe working
environment that supports employee wellbeing.
In turn, this will foster greater collaboration
and allow idea generation to thrive. Career
development is another key element to ensure
that the Bank is able to retain high quality staff
and allow it to promaote from within.

Singapore
55%

Tunisia + USA
54%

36%

Bahrain
27%



Risk Management

Corresponding to the United Nations Sustainability Development Goal

1 6 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

The risk management framework sets the strategic
approach for this workstream across the firm by
defining standards, objectives and responsibilities
for the Group. Climate change, being a unique
phenomenon and driver of risks, can have economic
and operational impacts and can increase the
severity of other risks. As such, climate risk has
been embedded throughout the Group’s business
covering operations, credit, markets and treasury.
Climate stress tests and scenario analysis are also
being applied to estimate expected credit losses
and the potential impact on ICAAP. In terms of
evaluating the climate risk of the Bank’s corporate
loan book, the largest 100 obligors are given a
climate risk rating based on a climate questionnaire
and Moody’s climate industry risk rating. It is also
worth noting that, in contrast to many of the large
global bank, Bank ABC's corporate loan portfolio
has negligible exposure to the high environmentally
damaging industries of coal exploration, coal-fired
power, shale, fracking and Arctic exploration.

Looking forward, the Bank will continue to
strengthen and widen its approach to measuring,
managing and reporting on environmental risk.
Environmental risk captures both climate risk and
nature/biodiversity loss, which is an important
distinction. The more the world’s nature/
biodiversity is degraded, the greater the reduction
in greenhouse gas emissions is required to

Finance the Transition

——

7
g

Gross loans split by sector- 2022

Financial services 19.8%
. Manufacturing 14.6%
. Construction 9.9%
' Other services 8.2%
@ Others 8.0%
. Personal/consumer finance 7.9%
@ Agriculture, fish & forestry 7.5%

Government 6.5%
@ Distribution 5.6%

Energy 5.3%
@ Transport 3.4%
@ Utilities 3.3%

achieve net zero and limit global warming to below 2
degrees centigrade. Amongst various key initiatives
that the Bank has under review, is measuring the
Scope 3 greenhouse gas emission of the loan book.
This would be an important first step in developing
a net zero target covering financed emissions.
Carbon Disclosure Project estimates that the global
bank industry’s Scope 3 greenhouse gas emissions
are 700x that of Scope 1 and 2 emissions.

Corresponding to the United Nations Sustainability Development Goals

DECENT WORK AND 9 INDUSTRY, INNOVATION

11 ‘SUSTAINABLE CITIES 12 RESPONSIBLE
ECONOMIC GROWTH ANDINFRASTRUCTURE AND COMMUNITIES

CONSUMPTION
ANDPRODUCTION

il | & || 00

The financial sector has a critical role to play in
supporting the global economy in its transition

to a more sustainable, low carbon economy. It is
estimated that at least US$3-5 trillion of additional
investment each year through to 2050 is required
(Ref: Climate Financial Markets and Real Economy
by Boston Consulting Group, December 2020). The
vast majority of finance will be in the high emitting
industries of power, transportation, building
materials, mining and ail & gas as they invest in
new technology and capability to reduce their
environmental impact. The new technologies being
developed to decarbonise the cement industry is
a prime example. Experts have highlighted that
concrete is the second most used material on

the planet at an estimated 30b tonnes per year
with cement generating over 70% of concrete’s
emissions. Decarbonising cement would have more
dollar-for-dollar impact than decarbonising aviation
and shipping. The shift to a more sustainable low
carbon economy won’t happen if banks are driven
out of financing the major high emitting companies.
Instead, banks need to work with industry
participants to accelerate the transition.

Bank ABC recognises that it has an important role
in supporting its customers to successfully deliver
on their own transition journey. In 2022, the Bank
provided US$775mn in green and sustainability-
linked finance to its customers, of which US$595mn
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was generated by our Brazil operation

and US$180mn related to two Bahrain-based
companies. Banco ABC Brasil (BAB) has now
deployed US$e2.4bn of green and sustainability-
linked finance over the four year to 2022. Bank
ABC participated in two loan syndications totalling
US$3.4bn that both included Islamic sustainability-
linked tranches. In both cases, the loans were

used for refinancing. Both were Bahrain-based
companies: Aluminium Bahrain B.S.C. (Alba) and the
Oil & Gas Holding Company (nogaholding). Alba’s
sustainability-linked loan was related to achieving
three ESG KPIs: (i) total recycled waste, (ii) training
hours & (iii) number of injury incidents that incurred
lost time. nogaholding’s sustainability-linked
tranche was linked to two ESG KPIs: (i) Carbon
intensity reduction & (ii) Health & safetu.

Green and Sustainability-linked Finance in 2022

ked Finance

Green and Sustainabil 2022 (US$, mn)
Banco ABC Brasil 595
Bank ABC (excluding Brazil) 180
Total 775

Environmental awareness initiative by Bank ABC Algeria

Bank ABC is looking at various initiatives

across wholesale and retail banking to deepen

its approach and fully capture the growth
opportunities from green and sustainability-
linked finance. BAB has had a sustainable finance
taxonomy that defines what it deems green and
sustainability-linked, since 2020. This is being
strengthened to develop a Group-wide approach
to ensure focus and mitigating any green washinag.
In parallel, priority segments within wholesale and
retail banking are being defined to accelerate and
deepen the Bank’s resources and capability within
green and sustainability-linked finance.




Community Investment &

Socio-Economic Development

Corresponding to the United Nations Sustainability Development Goal

1 PARTNERSHIPS
FORTHE GOALS

&

Bank ABC recognises its role in contributing to
the sustainable development of local communities
across its network. The earthquake that struck
Turkey and Syria on 6th February 2023 was a
stark reminder of this responsibility and the
fraqgility of communities in the face of nature’s
devastating force. In response, Bank ABC
announced a US$2mn donation, in support of the
relief efforts in the affected areas. The donation
will support the ongoing relief and recovery
operations in the affected areas through select
local and international non-profits actively working
for the cause. Bank ABC has been present in
Turkey since 2005 and remains committed to
helping communities in need across its network.
Additionally, on the occasion of Bahraini Women's
Day, 2022, the Bank pledged financial support

y

towards the initiatives of the Shamsaha Women's
Center, a non-profit corporation, focusing on
empowering and protecting women subjected to
abuse through the first, full-scale 24/7 women’s
crisis response programme in the Middle East.
Throughout the year, the Group worked closely
with its partners on local community initiatives
addressing poverty, hunger, education, inequalities
and health & wellbeing. In parallel with its continued
efforts to alleviate poverty and enhance health and
wellbeing, the Bank has always dedicated special
importance to education. This is driven by its

belief in the importance of this sector for building

a generation that is capable of excelling and
championing progress and development in all areas
of society.

NNy
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Corporate Social Responsibility

Highlights in 2022

Corresponding to the United Nations Sustainability Development Goals

No
POVERTY

* oo o

Tl
Poverty & hunger

- Bank ABC Jordan supported
the Young Women’s Christian
Association - Madaba (YWCA
— Madaba) by providing food
parcels to be distributed to
families in need.

- The Bank continued to support
the Jordanian Hashemite Fund
for Human Development and
distributed food parcels to
families in need in cooperation
with Tkiyet Um Ali.

- Made charitable donations to
support students in deprived
areas of Tunisia.

- For the 6th consecutive year
Bank ABC Tunisia supported
Citizen Engagement to provide
1,000 food baskets for families
in need during the holy month.

- Bank ABC Algeria’s joined the
association “Shahre Errahma*“
to collect donations from Bank
employees for families in need
during Ramadan.

QUALITY GENDER 1 REDUCED

] g' 4%»
Education

- In Bahrain, the Bank celebrated

International Women's Day

by announcing a programme
to sponsor two Head office
employees, to undertake
Masters degree, one of them
being an MSc in Strateqgic
Fintech for a female employee,
commencing April 2023.

« Partnered with Central

Bank of Jordan to provide a
student programme promoting
financial literacu.

- Continued to support the

Jordanian Young Muslim
Women Association Centre
for Special Education by
continuing to cover the
expenses of two students.

« Supported an initiative

launched by Al Aman Fund for
the Future of Orphans which
provides scholarships for
orphaned students to support
them in their higher education.

- Contributed to an education

program launched by the
Queen Rania Foundation for
Education and Development
that gives research papers,
learning resources and
education to children, parents
and teachers.

« Bank ABC Tunisia sponsored

an investment competition
at Tunis Business School and
actively supported school
career days.

« In partnership with SOS

Villages d’Enfants in Tunisia,
the Bank sponsored their back-
to-school initiative.

- In Algeria, the Bank launched

its “MasterClass by Bank
ABC” an initiative to introduce
students to the career
possibilities within banking.

GOOD HEALTH
AND WELL-BEING

e

Health & wellbeing

- Contributed to the Al Malath

Foundation for Humanistic
Care (Al Malath Hospice) in
Jordan as a contribution in the
Foundation’s activities that
meet important humanitarian
needs and palliative care.

- Ongoing financial support

to the King Hussein Cancer
Centre (KHCC) in Jordan to
support their treatment of
cancer patients.

Organised a Breast Cancer
Awareness Day in Tunisia

and sponsored the 7th half-
marathon ‘Run against cancer
organised by Nourane.

1

- Bank ABC Algeria made a

charitable donation to Alif,
school for children with
Down Syndrome.

+ As part of World Environment

Day, Bank ABC Algeria hosted
lecturers from the ENSA
“National Higher School of
Agronomy for a conference to
raise environmental awareness.
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The Bank is excited about the benefits to be
realised from embedding sustainability across
its value chain. This is expected to generate

real business value for the Bank and create
positive outcomes for its stakeholders. A strong
governance structure is the cornerstone of the
Bank ABC's efforts to support a just transition
to a more sustainable, low-carbon economy that
is equitable for employees, communities and the
environment.

Adopting a holistic, collaborative, and

evolutionary approach to sustainability should

o
lead to greater efficiency, resilience and %
productivity while strengthening its approach Z o
to governance, operations, human capital @ g
management, risk management, business A &
generation and stakeholder engagement. We
look forward to updating our stakeholders as we
progress on our sustainability journey.

T — Transition to a sustainable
low-carbon economy

- Sustainability embedded into Measure and mitigate the Deepen the Bank’s framework

the governance structure environmental impact of the and approach to diversity,

to ensure effective board Bank’s global operations equity and career development.

oversight of the sustainability covering greenhouse gas

strateqy, risk appetite and emissions, energy, water and Strengthen training programs

culture. waste usage. to support DEI, career

development and sustainability

« Robust and progressive Active engagement of key capability.

approach to integrating suppliers to support their

environmental risk into the efforts in reducing their Enhance employee wellbeing.

Bank’s risk management environmental footprint.

system. Active support and engagement

Finance the transition by of local communities across the

- Effective and timely reporting supporting customer transition Bank’s global network.

of ESG KPIs with targets that strategies and environmentally

define the Bank’s commitment friendly trade, infrastructure &

and ambition. real estate.
- Alignment with Task Force

on Climate-related Financial

Disclosures for the effective

monitoring of progress to N

targets. a8
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For additional 2022 ESG data, refer to the ESG KPI disclosures for Bahrain Bourse on pages 230-231 m <
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(All figures stated in US Dollars unless otherwise indicated)

Arab Banking Corporation
B.S.C. (“Bank ABC”) follows
internationally-recognised
best practice principles and
guidelines, having in place
d corporate governance
system that provides an
effective and transparent
control framework that is
fair and accountable.

T 77777 oo oo

Bank ABC’s shares
have been listed on
the Bahrain Bourse
since 1990.

The Central Bank of Bahrain (“CBB") licenses Bank
ABC as a conventional wholesale bank. Incorporated
in 1980 as a Bahrain joint stock company, Bank ABC
has an authorised capital of US$4.5 billion and a
paid-up capital of US$3.11 billion as at 31 December
2022 (31 December 2021: US$3.11 billion).

Bank ABC communicates all relevant information
to stakeholders punctually and clearly through a
variety of channels, including a well-maintained
website. In particular, it reports its profits on an
annual, semi-annual and quarterly basis.

At least the last five years’ consolidated financial
statements are available on the Bank ABC
corporate website.

Shareholders

Bank ABC’s shares have been listed on the Bahrain
Bourse since 1990. The Central Bank of Libya (“CBL"),
one of Bank ABC’s founding shareholders, owns

a majority of the shares. The CBL increased its
shareholding to 59.37% in 2010 by participating in
that year’s capital increase and acquiring the Abu
Dhabi Investment Authority's 1772% shareholding.
The Kuwait Investment Authority, another of
Bank ABC's founding shareholder, continues to
own 29.69% of the shares. Each of the foregoing
shareholders is either a governmental entity or is
(directly or indirectly) owned by a governmental
entity in its jurisdiction of establishment.
International and regional investors hold the
remaining shares of Bank ABC.

ANV
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The following table shows the ownership structure of Bank ABC as at 31 December 2022:

Percentage
Name of Shareholder Shareholding Nationality
Central Bank of Libya 59.37% Libyan
Kuwait Investment Authority 29.69% Kuwaiti
Other shareholders with less than 5% holdings 10.94% Various
Total 100%

The following table shows the distribution of shareholdings as at 31 December 2022 and 31 December 2021

% of total
% of No. of No. of outstanding No. of

No. of

shares held shares shareholders shares shares shareholders

% of total
outstanding
shares

Less than 1% 128,344,432 1,312 41 128,344,432 1,320 41
0

1% up to 211,976,668 3 6.8 211,976,668 3 68
less than 5%

5% up to _ _ _ - - -
less than 10%

10% up to _ _ _ B B B
less than 20%

20% up to

less than 50% 923,289,191 1 29.7 923,289,191 1 297
50% and above 1,846,389,709 1 59.4 1,846,389,709 1 59.4

Total 3,110,000,000 1,317 100 3,110,000,000 1,325 100
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Bank ABC’s Corporate Governance Charter

In 2010, the CBB substantially updated its corporate
governance requirements (particularly the CBB
Rulebook’s High Level Controls module) for financial
institutions, which are incorporated in Bahrain (the
“CBB Corporate Governance Requirements”). Such
regulatory requirements largely correspond with
the Corporate Governance Code of Bahrain of 2010,
which the Ministry of Industry and Commerce of
Bahrain issued for the first time in March 2010

(and was later amended on 19th March 2018 when
the Ministry of Industry and Commerce of Bahrain
issued the Decree No. (19) for 2018 concerning the
issuance of the Corporate Governance Code (the
Code.”) The Code has recently been amended by
the Ministry of Industry and Commerce of Bahrain's
Resolution No. (91) of 2022. The Code is applicable
to all joint stock companies incorporated in Bahrain,
including joint stock companies licensed by the
Central Bank of Bahrain. The Board of Directors
adopted the Bank ABC Corporate Governance
Charter in December 2010 (the “Corporate
Governance Charter”), which substantially reflects
the CBB Corporate Governance Requirements and
the Code as they have evolved. Bank ABC reviews on
a regular basis the Corporate Governance Charter
and, whenever required, makes the necessary

and appropriate amendments. The Corporate
Governance Charter is displayed on the Bank ABC
corporate website and deals with a number of
corporate governance related matters, including:

the role and responsibilities of the Board and
its committees;

. the responsibilities of Directors to Bank ABC
and the shareholders;

the appointment, training and evaluation of
the Board;

. remuneration of the Board and of Bank ABC
employees;

Bank ABC's management structure;

communications with shareholders and
the disclosure of information to relevant
stakeholders; and

. the detailed mandates of each of the
committees of the Board.

Recent Corporate Governance Changes

In 2022, there were no material changes to the
Corporate Governance Charter.
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Compliance with CBB Corporate Governance
Requirements and the Code

Bank ABC was compliant with the CBB Corporate
Governance Requirements and the Code as at 31
December 2022, save that the Chairman of the
Board was not an independent Director, the Board
Corporate Governance Committee was comprised
of less than three independent Directors (although
the majority of Directors were independent) which
is contrary to the non-mandatory quidance included
in the CBB Corporate Governance Requirements
and the Code, and the Board Audit Committee
comprised of two independent Directors (including
its Chairman) and two non-executive Directors,

7



which is contrary to the CBB Corporate Governance
Requirements (which requires that the Board Audit
Committee be composed of at least three directors
of which the majority must be independent).

BOARD OF
DIRECTORS

Responsibilities of the Board

Bank ABC has previously adopted both a corporate
governance charter for the Board and charters

for the various Board committees (the “Bank ABC
Board Mandates”). The Bank ABC Board Mandates
are displayed on the Bank ABC corporate website.
The Board of Directors is responsible for the overall
direction, supervision and control of the Bank ABC
Group. In particular, the Board's responsibilities
include (but are not limited to):

a) those responsibilities assigned to the Board
by the Articles of Association of Bank ABC;

b) establishing Bank ABC's objectives;

d Bank ABC’s overall business performance;
d) monitoring management’s performance;

e) the adoption and annual review of strateqy;
A monitoring the implementation of strategy

by management;

g) causing financial statements to be prepared
which accurately disclose Bank ABC's financial
position;

h) convening and preparing the agenda for

shareholder meetings;

i) monitoring conflicts of interest and
preventing abusive related-party
transactions;

) assuring equitable treatment of
shareholders, including minority
shareholders;

k) the adoption and review of management
structure and responsibilities;

)] the adoption and review of the systems and
controls framework; and

XX

m) overseeing the design and operation of the
remuneration systems of the Bank ABC
Group and ensuring that such systems are
not primarily controlled by the executive
management of the Bank ABC Group.

The Board meets regularly to consider key aspects
of the Group's affairs, strategy and operations.

The Board exercises its responsibilities for best
practice management and risk oversight mainly
through the Board Risk Committee, which oversees
the definition of risk/reward guidelines, risk appetite,
risk tolerance standards and risk policies.

The Board is responsible for the preparation and
fair presentation of the consolidated financial
statements in accordance with International
Financial Reporting Standards, and for such internal
controls as the Board determines are necessary

to enable the preparation of the consolidated
financial statements that are free from any material
misstatement, whether due to fraud or error.

(Rl s

The current three-year
term of the Board of
Directors began on 23
March 2022.

Appointment of Directors

The shareholders appoint the Board for a term of
three years, with the current term of the Board
commencing on 23rd March 2022 and terminating

in March 2025. At the 2022 year end, there were
nine Directors on the Board, with diverse and
relevant skills, who worked well together as a

team. Collectively, they exercised independent and
objective judgement in meeting their responsibilities.
Currently, eight Directors are male (88.89%) and one
is a female (11.119%).

In accordance with Bank ABC’s Articles of
Association, a shareholder or group of shareholders
holding 25% or more of the share capital may
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nominate Directors proportionate to their respective
shareholdings. Other Directors are elected.

In accordance with the Bank ABC Board Mandates,
each proposal for the election or re-election of a
Director shall be accompanied by a recommendation
of the Board, and a summary of the advice of the
Board Remuneration Committee (see the description
of rale of the Board Remuneration Committee in

this report).

The Board also has the power under Bank ABC's
Articles of Association to appoint new directors and
fill any Board vacancies that may arise, subject to
such appointments being subsequently ratified

by shareholders.

When a new Director is inducted, the Chairman, or
Bank ABC's Board Secretary or Compliance Officer,
or other individual delegated by the Chairman,
reviews the Board's role and duties with that person.
In particular, they describe the legal and regulatory
requirements of the Bank ABC Board Mandates,
the Code and the CBB Corporate Governance
Requirements. The Chairman of the Board (or other
individual delegated by the Chairman of the Board)
ensures that each new Director is provided with a
comprehensive induction pack providing requisite
materials to ensure his contribution to the Board
from the beginning of his term.

Bank ABC has a written appointment agreement
with each Director. This describes the Director’s
powers, duties, responsibilities and accountabilities,
as well as other matters relating to his appointment
including his term, the time commitment envisaged,
the Board committee assignments (if any), Directors’
remuneration and expense reimbursement
entitlement, and Directors’ access to independent
professional advice when needed.

Biographies of the Board of Directors are included in
pages 32-33.

Assessment of the Board

The Bank ABC Board Mandates require that the
Board evaluates its own performance each year, as
well as the performance of each Board committee
and individual Director. This evaluation includes:

a) assessing how the Board operates;

b) evaluating the performance of each Board
committee in light of its specific purposes and
responsibilities, which shall include reviews
of the self-evaluations undertaken by each
Board committee;

d reviewing each Director’s work, his
attendance at Board and Board committee
meetings, and his constructive involvement in
discussions and decision making;

d) reviewing the Board's current composition
against its desired composition in order to
maintain an appropriate balance of skills
and experience, and to ensure planned and
progressive refreshing of the Board; and

e) recommendations for new Directors to
replace long-standing Directors, or those
Directors whose contribution to Bank ABC
or its Board committees (such as the Board
Audit Committee) is not adequate.

The Board has conducted an evaluation and
self-assessment of its performance, and the
performance of each Board committee and each
individual Director in relation to the financial year
ended on 31 December 2022.

Independence of Directors

The Bank ABC Board Mandates include detailed
criteria to determine whether a Director should be



classified as independent or not. The Bank ABC
independence criteria are at least as restrictive as
the formal criteria specified in the CBB Corporate
Governance Requirements.

Bank ABC had four independent, non-executive
Directors and five non-independent, non-executive
Directors as at 31 December 2022.

independent,
non-executive

non-independent,
non-executive

The (BB Corporate Governance Requirements
require that at least a one-third of Bank ABC's
Board of Directors is independent and also require
that certain Board committees (including the

Board Audit Committee, the Board Remuneration
Committee, Board Compliance Committee, and Board
Risk Committee) be comprised of a certain number
of Directors, a certain proportion of independent
Directors and/or that such Board committees be
chaired by an independent Director. Save as may
otherwise be disclosed in this section, Bank ABC is
now fully compliant with such requirements. The
(BB Corporate Governance Requirements also state
that it is preferable for the Chairman of the Board to
be an independent Director, whereas the Chairman
of the Board is, in fact, classified as a non-executive,
non-independent Director.

DIRECTORS

As a rule, Directors do not have any direct or indirect
material interest in any contract of significance with
Bank ABC, or any of its subsidiaries, or any material
conflicts of interest. This remained the case in 2022.

XX

The Bank ABC Board Mandates require that any
transaction that causes a Director to have a material
conflict of interest must be unanimously approved
by the Board (other than the relevant Director).
Each Director is required to inform the entire Board
of any actual, or potential, conflicts of interest

in their activities with, or commitments to, other
organisations as they arise, and to abstain from
voting on these matters. Disclosures shall include all
material facts.

Each Director has a legal duty of loyalty to Bank
ABC, and can be personally sued by Bank ABC or
shareholders for any violation.

Compensation & interests of Directors

The remuneration structure for the Board of
Directors is determined in accordance with directors’
remuneration policy (the “Remuneration Policy”)

of Bank ABC. The Remuneration Palicy is adopted
by the Annual General Meeting on 21 March 2021

in accordance with Article 28 (b) of the Articles of
Association of Bank ABC, based on a proposal of the
Board of Directors of Bank ABC. The Remuneration
Policy is intended to remain in force until 2025.

The objective of the Remuneration Policy, amongst
others, is for Bank ABC to be able to (at all times) to
attract, retain, and motivate Directors of skills and
expertise commensurate with the complexity and
diversification of its global business and be able at
the same time to provide value to such Directors in
return of their value to Bank ABC.

The remuneration structure for the Board of
Directors is composed of a flat fee (the “Flat Fee”),
which is easy to manage, but also competitive
enough to motivate Directors’ behavior and attract
and retain the quality needed to run Bank ABC
successfully. Such Flat Fee is composed of a monthly
cash retainer (the “Retainer™); attendance fees
payable to Directors attending different Board and
Board Committee meetings (“Attendance Fees®”);
and allowances to cover travelling, accommodation
and subsistence costs incurred in connection with
attending Board and Board Committee meetings
(“Allowances”).

This is referred to in the following table, according to the MOICT disclosure tables as
“Remunerations of the chairman and BOD".

This is referred to in the following table, according to the MOICT disclosure tables as “Total
allowance for attending Board and committee meetings”.

",
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The aggregate remuneration paid to Board members in 2022 amounted to US$1,760,511 (2021: US$1,382,000),
which was divided among the three elements as follows:

Fixed remunerations Variable remunerations
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First: Independent Directors:
Dr. Anwar Al Mudhaf 36,250 6,000 - - 42,250 - - - - - - - -
Mr. Bashir Omer 35,000 4500 - - 39500 - - - - - - - -
Dr. Farouk El Okdah 127500 12,000 = 18,103 157603 = - B - = - N -
Dr. Yousef Al Awadi 38,750 6,000 - - 44,750 - - - - - - - -
Dr. Ibrahim El Danfour 101,250 21,000 - 69,868 192,118 - - - - - - - -
Mr. Abdallah Al Humaidhi 97500 13,500 - 29777 | 140777 - - - - - - - -
Mr. Khalil Nooruddin 111667 | 34500 - 19325 | 165492 - - - - - - - -
Second: Non-Executive Directors:
Mr. Saddek Omar El Kaber 142,500 12,000 - 34,213 188,713 - - - - - - - -
Mr. Mohammad Saleem 136,250 19,500 - 50,940 | 206,690 - - - - - - - -
Mr. Ali Al Ashhab 28,750 6,000 - = 34,750 - = - = - = - =
Mr. Ashraf Mukhtar 82,500 10,500 - 43127 136,127 - - - - - - - -
Dr. Tarik Yousef 137083 37500 - 43127 217710 - - - - - - - -
Ms. Huda Al Mousa 124167 | 34,500 - 35364 | 194,031 - - - - - - - -
Third: Executive Directors:
Total 1199167 | 217500 | - | 343,844 |1760511| - = = - = - = -
* Travel and accommodation costs.
Note: The aggregate remuneration paid to the members of the Board Remuneration Committee with
respect to their membership of such committee for the year 2022 was US$20,000, which sum is included in
the Retainer fee (2021: US$20,000).
No Director owned or traded Bank ABC shares in 2022.
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Board Committees

The Board and its committees are supplied with full
and timely information to enable them to discharge
their responsibilities. In this respect, the Board, its
committees and all Directors have access to senior
management, external consultants and advisors.
The Board Secretary is responsible for ensuring
that the Board procedures, and applicable rules and
requlations, are observed.

The Board has delegated specific responsibilities

to a number of Board committees. Each such
committee has its own formal written charter, which
is set out in full in the Corporate Governance Charter.
The main Board committees are:

The Board Risk Committee, which is
responsible for the review and approval

of the Group's Credit and Risk Policies.

The Committee reviews and makes
recommendations to the Board regarding the
annual risk strategy/appetite, within which
business strateqy, objectives and targets

are formulated. The Committee delegates
authority to senior management to conduct
day-to-day business within the prescribed
policy and strategy parameters, while
ensuring that processes and controls are
adequate to manage the Group’s Risk Policies
and Strategy. The Board Risk Committee
meets not less than three times a year.

The Board Corporate Governance
Committee, which assists the Board

in shaping and monitoring the Group's
Corporate Governance policies and practices,
reviewing and assessing the adequacy of
these policies and practices, and evaluating
the Group's compliance with them. The Board
Corporate Governance Committee meets not
less than once a year.

. The Board Audit Committee, which
is responsible to the Board for the
integrity and effectiveness of the Group’s
system of financial and internal controls.
This Committee also recommends the
appointment, compensation and oversight
of the external auditors, as well as the
appointment of the Group Chief Internal
Auditor. The Board Audit Committee meets
not less than four times a year.

. The Board Remuneration Committee, which
is responsible for the formulation of the
Group's executive and staff remuneration
policy, as well as senior management
appointments, ensuring that Bank ABC's
remuneration levels remain competitive
so it can attract, develop and retain the
skilled staff needed to meet its strategic
objectives. The Committee also ensures that
the remuneration policy and philosophy of
Bank ABC and the ABC Group are aligned
with Bank ABC's long-term business strategy,
business objectives, risk appetite, values and
long-term interests, while recognising the
interests of relevant stakeholders. The Board
Remuneration Committee meets not less
than twice per year.

The Board Compliance Committee, which

is responsible to the Board for monitoring
compliance of the Group in the various
countries in which the Group operates.

The Committee also assists the Board in
discharqging its governance and oversight
responsibilities for the Compliance risk
management framework of Bank ABC and of
Bank ABC's compliance with applicable laws
and requlations on a group wide basis. The
Board Compliance Committee meets not less
than four times a year.

The Board has also delegated specific
responsibilities for reviewing and overseeing

the implementation of the strategy for Bank ABC
and the Bank ABC Group to an ad-hoc Board
Strategy Committee which shall meet as required
to be effective.

Board Risk
/ Committee

Board Corporate Governance
Committee

Board Audit
Committee

\ Board Remuneration
Committee

Board
Committees

Board Compliance
Committee

XX
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As at 31 December 2022, the current members of each of the Board committees are as set out in the

following table:

Board Committee

Member Name

Member Position

Classification of Director

The Board Risk Mr. Abdallah Al Humaidhi Chairman Independent
Committee

Mr. Khalil Nooruddin Member Independent

Dr. Ibrahim El Danfour Member Independent

Mr. Mohammad Saleem Member Non-Independent
The Board Corporate Dr. Farouk El Okdah Chairman Independent
Governance Committee

Mr. Abdallah Al Humaidhi Member Independent

Dr. Tarik Yousef Member Non-Independent
The Board Audit Mr. Khalil Nooruddin Chairman Independent
Committee

Ms. Huda Al Mousa Member Non-Independent

Dr. Ibrahim El Danfour Member Independent

Dr. Tarik Yousef Member Non-Independent
The Board Remuneration Dr. Farouk El Okdah Chairman Independent
Committee

Mr. Abdallah Al Humaidhi Member Independent

Dr. Ibrahim EI Danfour Member Independent
The Board Compliance Mr. Khalil Nooruddin Chairman Independent
Committee

Ms. Huda Al Mousa Member Non-Independent

Dr. Ibrahim EIl Danfour Member Independent

Dr. Tarik Yousef Member Non-Independent




Attendance of Directors

The details of Directors’ 2022 attendance at Board and Board committee meetings are set out in the

following table:

Board Members

Board
Meetings

The Board
Risk Committee

The Board

Corporate
Governance
Committee

The Board
Audit
Committee

The Board
Remuneration
Committee

The Board
Compliance
Committee

Mr. Saddek Omar El Kaber

Chairman 9(9) N/A N/A N/A N/A N/A

Mr. Mohammad Saleem N

Deputy Chairman 98] 46) 2 NIA A A ] @
el

Ms. Huda Al Mousa =

Director 8(9) N/A N/A 6(7) N/A 5(6) g %
(NG

Mr. Abdallah Al Humaidhi . . 1 15

Diroctor 7(9) 4(5) 1(4) N/A 23) N/A

Dr. lbrahim El Danfour 6 Vi 18 19 20

Director 7(9) 4(5) N/A 6(7) 3(3) 5(6)

Dr. Tarik Yousef

Director 9(9) N/A 4(4) 7(7) N/A 6(6)

Mr. Ashraf Mukhtar 7(9)p N/A N/A N/A N/A N/A

Director

Mr. Khalil Nooruddin - 23 2% 25

Dicector 709) 4(5) N/A 6(7) N/A 5(6)

Dr. Farouk El Okdah

Director 8(9) N/A 4(4) N/A 3(3) N/A

Mn Ali Al Ashhab 2095 1577 N/A N/A N/A N/A

Director

Dr. Anwar Al Mudhaf - 29 0 31

Director 2(9) 1(5) N/A 1(7) N/A 1(6)

Mr. Bashir Omer . 3 % 35

Director 1(9) 1(5) N/A 1(7) N/A 1(6)

Dr. Yousef Al Awadi 297" 15 10 107 N/A 1(6)©

Director

Figures in brackets indicate the maximum number of meetings during the period of membership.
“N/A” indicates that a Director was not a8 member of the relevant Board committee during 2022.
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I Retired from the Board Corporate Governance Committee in March 2022 % Retired from the Board in March 2022

2 Appointed to the Board in March 2022 7 Retired from the Board Risk Committee in March 2022

B Appointed to the Board Risk Committee in March 2022 Retired from the Board on March 2022

* Appointed to the Board Corporate Governance Committee in March 2022 29 Retired from the Board Risk Committee in March 2022

= Appointed to the Board Remuneration Committee in March 2022 © Retired from the Board Audit Committee in March 2022

s Appointed to the Board in March 2022 Retired from the Board Compliance Committee in March 2022
7 Appointed to the Board Risk Committee in March 2022 ? Retired from the Board on March 2022

5 Appointed to the Board Audit Committee in March 2022 Retired from the Board Risk Committee in March 2022

@ Appointed to the Board Remuneration Committee in March 2022 “ Retired from the Board Audit Committee in March 2022

2 Appointed to the Board Compliance Committee in March 2022 Retired from the Board Compliance Committee in March 2022
2 Appointed to the Board in March 2022 > Retired from the Board on March 2022

2 Appointed to the Board in March 2022 7 Retired from the Board Risk Committee in March 2022

2 Appointed to the Board Risk Committee in March 2022 Retired from the Board Corporate Governance Committee in March 2022
2 Appointed to the Board Audit Committee in March 2022 Retired from the Board Audit Committee in March 2022

2 Appointed to the Board Compliance Committee in March 2022 © Retired from the Board Compliance Committee in March 2022
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Meeting dates during 2022 Committee meets no less than once a year, and the
Board Compliance Committee meets no less than

The Board and its committees meet as frequently as )
four times a year.

is necessary for them to discharge their respective

responsibilities, but the Board meets no less than The Board Strategy Committee meets as required
four times a year. The Board Audit Committee to be effective. In 2022, no meeting of the Board
meets no less than four times a year, the Board Strategy Committee was held. However, the Board

Remuneration Committee meets no less than twice a  had a dedicated session on strategy during 2022.
year, the Board Risk Committee meets no less than

) The details of the dates of the Board and Board
three times a year, the Board Corporate Governance

committee meetings in 2022 are set out below:

Dates of Meetings

Corporate
Governance

Board 13 February 2022
23 March 2022
23 March 2022 (New Term)
27 March 2022
22 May 2022
25 July 2022
6 November 2022
7 November 2022
11 December 2022

The Board Risk Committee 30 January 2022
15 May 2022
15 June 2022
30 October 2022
28 November 2022

The Board Corporate Governance Committee 10 February 2022
22 March 2022
24 July 2022
10 December 2022

The Board Audit Committee 31 January 2022
26 April 2022
16 May 2022
14 June 2022
3 August 2022
31 October 2022
4 December 2022

The Board Remuneration Committee 24 July 2022
5 November 2022
10 December 2022

The Board Compliance Committee 31 January 2022
16 May 2022
14 June 2022
3 August 2022
31 October 2022
4 December 2022

Bank ABC Group
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INTERNAL
CONTROLS

The Board of Directors is responsible for
establishing and reviewing the Group’s system of
internal control. The Board receives minutes and
reports from the Board Risk Committee (“BRC")
and the Board Audit Committee, identifying any
significant issues relating to the adequacy of the
Group's risk management policies and procedures,
as well as reports and recommendations from the
Board Corporate Governance Committee and the
Board Remuneration Committee. The Board then
decides what action to take.

Management informs the Board regularly about how
the Group is performing versus budget, identifying
major business issues and examining the impact of
the external business and economic environment.

Day-to-day responsibility for internal control
rests with management. The key elements of the
process for identifying, evaluating and managing
the significant risks faced by the Group can be
summarised as:

a well-defined management structure -

with clear authorities and delegation of
responsibilities, documented procedures and
authority levels - to ensure that all material
risks are properly assessed and controlled,

internal control policies that require
management to identify major risks, and to
monitor the effectiveness of internal control
procedures in controlling them and reporting
on them;

. a robust compliance function including, but
not limited to, anti-money laundering and
anti-insider trading policies;

an internal audit function, exercised through
Group Audit, which reports to the Board
Audit Committee on the effectiveness of key
internal controls in relation to the major risks
faced by the Group, and conducts reviews

of the efficacy of management oversight in
regard to delegated responsibilities, as part
of its reqular audits of Group departments
and business units;

O]

. a comprehensive planning and budgeting
process that delivers detailed annual financial
forecasts and targets for Board approval; and

. a Group Risk Management function,
comprising overarching Head Office risk
management committees and a dedicated
risk management support group.

Management structure

The Group Chief Executive Officer, supported

by Head Office management, is responsible for
managing the day-to-day operations of Bank
ABC. There is a clear segregation of duties in the
management structure at Bank ABC.

Senior managers did not hold or trade any shares in
Bank ABC during 2022.

The management organisation chart is included in
page 17

COMPLIANCE

Compliance risk is the risk of legal or regulatory
sanctions, material financial loss, or loss to
reputation the Bank may suffer as a result of its
failure to comply with the statutory, requlatory and
supervisory requirements including industry codes
with which the Group must by law comply with, or
which it voluntarily adheres to.

Bank ABC is committed to maintaining the highest
standards of ethical and professional conduct,
including complying with all applicable rules and
requlations. The Group Head of Compliance (GHOCQ),
together with the Heads of Compliance and Money
Laundering Reporting Officers Group-wide, support
the Board and Senior Management in effectively
managing the compliance risks faced by the Bank.

T 77777777 oo

No Director or senior
manager held or traded
any shares in Bank ABC
during 2022.
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The Bank has a dedicated Group Board Compliance
Committee (BCC). The GHOC reports directly to

the BCC and administratively to the Group Chief
Executive Officer (GCEQ).

The Group Compliance Oversight Committee (GCOCQ)
is the Senior Management committee established by
the BCC, that oversees compliance risk management
group-wide. To support the GCOC, Compliance and
Financial Crime Committees (CFCCs) are established
in each jurisdiction group-wide, which report into
their respective BCC, or equivalent.

As detailed in the Group’s Risk Appetite Statement,
the Bank has no tolerance for regulatory breaches
that are intentional or due to gross negligence. In
addition, the Bank has no appetite for the facilitation,
aiding or abetting of any form of criminal activitu.

It is recognised that operational risk, including
Compliance Risk, is inherent in business operations,
processes and systems and that inadvertent errors
may occur. Nevertheless, the Bank is committed to
conducting business in compliance with regulatory
requirements and implementing appropriate risk
management and risk mitigation mechanisms

to ensure that a robust compliance culture is
embedded within the organisation.

The Bank continues to enhance its compliance
framework by investing in systems and the
Compliance Function capability.

External auditors

1 In 2022, the Bank ABC Group paid its external
auditors US%$1,758,733 in audit fees on a
global basis.

2. Non-audit services were specifically pre-

approved by the Audit Committee and
provided by the external auditors including,
but not limited to, prudential information
reports reviews, quarterly reviews and tax
related services amount to US$234,497.36 on
a global basis.

3. Ernst & Young have expressed their
willingness to continue as the auditors of
the Group for the year ending 31 December
2023. Bank ABC's management, based
on evaluation of services provided by
its external auditors, has recommended
the appointment of Ernst & Young and a

resolution proposing their reappaintment will
be presented at the annual general meeting
to be held in March 2023.

W 77777777 o oo

The Bank has zero tolerance
for requlatory breaches that
are intentional or due to
gross negligence.

Policy on the employment
of relatives and approved
persons

Bank ABC has a Board approved Policy on
Employment of Relatives and Connected Persons.
This Policy aims to ensure that Bank ABC has
transparency in relation to the employment of
relatives and Connected Persons in order to prevent
actual, or perceived, conflicts of interest.

The Policy sets out that no relatives or near
relatives of any Bank ABC employee, executive or
Board member may enter into employment with
Bank ABC. Exceptional approvals may be granted
by an independent panel following a full and fair
selection process.

Remuneration policies of
Bank ABC in compliance
with the requirements
of the CBB

Senior management and staff receive compensation
based on several fixed elements, covering: salary,
allowances and benefits, as well as variable,
performance-related elements.



In January 2014, the CBB issued new rules relating
to the remuneration of approved persons and
material risk-takers and others, which were
subsequently amended later during 2014 (the “CBB
Sound Remuneration Practices”). Bank ABC has
implemented remuneration palicies and procedures
to cover both Bank ABC and Bank ABC Islamic, which
are compliant with the CBB Remuneration Rules.

Bank ABC reviewed its remuneration practices
and redesigned its variable compensation
scheme in order to be fully compliant with the
(CBB's requirements. Key changes to Bank ABC's
remuneration systems and governance processes
were made to comply with the CBB reqgulations
and included:

i. Ensuring the risk framework is extensive and
captured in decisions around variable pay,
including confirming risk-adjustments to any
bonus poal.

ii. Separating control functions from the
Group bonus pool and ensuring they
are measured independently from the
businesses they oversee.

iii. Introducing an equity-linked vehicle in which
to deliver the appropriate amount of variable
remuneration for covered persons.

iv. Introducing deferral arrangements that
defer the appropriate amount of variable
remuneration for the Group Chief Executive
Officer (GCEQ), deputies, top five most highly-
paid business line employees, material risk
takers and approved persons.

V. Introducing clawback and malus policies that
apply to variable remuneration.

XX

While maintaining the same Variable Compensation
Scheme (VCS) and bonus multiples tables,

further changes to the Employees’ Performance
Management System were introduced in early 2016
to encourage behaviours that will help fulfil the
Group’s strategic goals. Variable pay now depends
on a more extensive matrix of factors, rather than
just the income generated. These added factors
facilitate measuring the quality of the income rather
than just its magnitude. In addition, other non-
financial factors have also been added as part of the
performance matrix.

The Board Remuneration Committee (RemCo)
reviews and approves Bank ABC's remuneration
policy structure on an annual basis. Where rules on
compensation exist in other jurisdictions in which
Bank ABC operates, Bank ABC's Group policy is to
take necessary steps to comply with local market
regulations that are applicable to our foreign
subsidiaries and branches. Where no rules are
applicable, ABC adopts best local market practices.

A distinct and separate bonus pool has been created
to reinforce the safequarding role and independence
of staff in Control Functions, and is measured by

the impact and quality of their safeguarding role.
These measures are based on department-specific
objectives and targets, which are independent of
company financial performance.

Bank ABC conducts business within a set of
overarching goals and limits that, together, define
its risk appetite and tolerance. This is approved
by the Board Risk Committee as part of the Group
Risk Strategy, which complements the budgets
and strategic plans proposed by the business.
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The Bank’s bonus pool is subject to potential

adjustments based on the review of the RemCg,
in the respect of the approved risk appetite, risk
tolerance and risk policies during the fiscal year.

Variable compensation and performance
management are linked. Performance expectations
are clearly articulated for revenue-generating,
support and control functions. Individual bonus
payments reflect Group, business unit and
individual performance.

Bank ABC has adopted a remuneration deferral
policy in line with the CBB Sound Remuneration
Practices. This defers a required amount of the
variable remuneration for the GCEOQ, deputies, top
five most highly-paid business line employees,
defined material risk takers and approved persons.

Bank ABC has also adopted a malus policy, which
allows any form of deferred variable remuneration
to be reduced or cancelled in specific and exceptional
circumstances. Exceptional circumstances are
defined as material events. They may include

a material restatement of the Bank’s financial
statements, the discovery of significant failures in
risk management or exposure to material financial
losses at Group, business unit or individual level.

In respect of unvested awards, and depending on
each specific circumstance, malus may be applied
to either that portion of unvested awards linked
to the performance year in question or the total
outstanding set of unvested awards.

A clawback policy has been introduced to allow
Bank ABC to recover part, or all, of the awards
already paid to an employee or former employee if
a material event is discovered. Clawback provisions
may be enforced upon the discovery of an
employee’s, or former employee’s, accountability or
responsibility for, or direct implication in, material
events that may bring the Bank into serious
disrepute. Additionally, they may be enforced

in the event of individual criminal or other
substantial misconduct.

The design of the Bank’s reward structure aligns
pay outcomes with prudent risk management
and sound governance practices. The mix of an
individual employee’s pay, allowances and variable
compensation is dictated by the nature of the
role he/she holds. Variable pay for the relevant
employees is deliver