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Independent auditor’s report to the Head Offiee of Bank Saderat Iran,
United Arab Emirates Branches

Report on the audit of reissued financial statements

Opinion

We huve audited the reissued financial statements of Bank Saderat Iran - United Arab Emirates Branches
(“the Bank’), which comprise the statement of financial position as at 31 December 2025 and the statenient of
profit or loss and other comprehensive income, statement of changes in equity and stetement of cash flows for
the year then ended. and notes (o the reissued financial statements, including a summury of material accounting
policies,

In our cpimon, the accompanying reisseed financial statements present fuirly, in all material respects, the
financial position of the Bank as at 31 December 2025, and its financial pesformance and its cash flows for the
year then ended in accordance with IFRS Accounting Standards as issued by the International Avcounting
Standards Board (IASH).

Basis for opinion

We conducted our audit in accordance with Intemnational Standards on Auditing {15As). Dur responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the reissued financial
statements section of our report. We arc mdependent of the Bank in accordance with the International Code of
Ethies for Professional Accountants (including internationgl independence standards) isswed by the
International Ethics Standard Board for Accountants (IESBA) together with the ethical requirements that are
relevant to our andit of the reissued financial statements in the United Arab Emirates, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We belicve that the sudit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

k.ey audit matiers are those matters that, in onr professional judgment, were of most significance in our audit
of the reissued financial statements of the current vear. These matters were addressed in the context of our audi
of the reissued financial statements, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below, our deseription of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibifities described in the Auditor’s responsibilities for the audit of the reissued
financial statements section of our report, including in relation o these marters. Accordingly. our audit included
the performance of procedures designed to respond 1 our assessment of the risks of material misstatement of
the reissued financial sistements. The results of our audit procedures, inchuding the procedures performed to
address the matiers below, provide the hasis for our andic opinion on the accompanying reissued financial
statements,
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Independent auditor’s report to the Head Office of Bank Saderat Iran,
United Arab Emirates Branches (conrinued)

Key audit matters (continued)
Key audit manters identified in our audit are summarized as follows:

Mo

Key avdil matters

1

How our audit addressed the key andit matters

Expected credit losses on loans and
advances 10 costomers (IFRS 9) and
CBUAE Credit Risk Management
Regulation and Standards (CRMS)
(Circular 3/2024)

Loans and advances to customens repreésent i
significant portion of the Bank's total assels,
The mimed expected credit loss (“ECL™)
allowsnce is a key estimate imvolving
significant management judgement.

The determination of ECL requires judgement
in ussessing significant increase in credit risk
{“SICR™}, default idemtification, staging of
exposures between Stage 1, Stage 2 and Stage
3, and key assumptions including probability
of default, loss given default and exposare at
default, It also invelves judgement in assessing
the valuation, enforceability and recoverability
of collateral, including the application of
dappropriste  collateral  haircuts and  the
expected timing and route of recoveries,
Subsequent to the issuance of the previously
approved issved financial sislements on 25
February 2026, managemeni reasscssed the
ECL. sallowances on loans and advances
following supervisory review observations
relating to the Banks credit portfolio.

= Obtained an understanding of the Bank's
credit risk povernance, loan moniloring
process @nd comtrols over staging, SICR
wssessment, default identifleation and ECL
determination, Inclading mansgement's
consideration of relevant CBUAE CRMS
cxpectaiions.

* Evalueted management’s ECL methodology
and assessed whether the methodology und
key assumptions used were consistent with
IFRS 2 and the Dank's credit risk profile.

»  Aszessed management’s reassessment  of
ECL allowances following  supervisory
review observations relating mo the Bank’s
credit portfolio and evaluated the hasis for
recognising the additional ECL allowanee in
the reissued financial statements.

s Performed detailed testing on  selected
exposures, inzluding individually significant
and higher-risk exposures, 1o assess staging,
default indicators, recoverability, and the
appropristeness of the ECL allowance
recognised.
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Independent auditor’s report to the Head Office of Bank Saderat Iran,

United Arab Emirates Branches fcomtinued)

Keyv andit matters (carfinmed)

No i Key audit matters

How oor andit addressed the key audit matters

As n result of management's reassessment,
additional ECL allowances amounting to AED
450 million were recognised in the reissued
finencial statcments.

The Bank is also subject to the CHUAE Credit
Risk Management Regulation and Standards
(Circular No. 3/2024), which establishes
SUpETvisory expeciations relating to credit rick
governance, classification of credit exposures
and provisioning practices.

Given the materinlity of loans and advances,
the significance of the sdditional ECL
recognised in the reisseed Anancial statements,
the judgement involved in  estimating
recoverability, and the regulatory sensitivity of
credit classification and provisioming, this
miatter was considered a key sudit marer,

1 | Recovermbility of deferred tax assetr (TAS
12

The deferred tax asset is significant, and its
recoverability  depends  on  munagement’s
forecasts of fulure taxable profits and the
timing of réversal of temporary differences.
These forecasts involve significant judgement
and are sensitive to changes in  key
assumptions. Movements in deferred (ax
during the year, including any write-downs
which hes a direct impact an profit and equity,
increase estimation uncertainty and disclosure
risk.

Assessed eollmeral valustion evidence and
key assumptions used by management,
including collateral haireuts, enforceability
considerations and cxpeeted time 1o realise
collatersl.

#  Recaleulated the sdditional BECL allowance
recognised in  the reissued financial
statements and reconciled the ECL autpuis o
the underlying workings, aceounting reconds
and amounis recorded im the reissued
financial stziements.

s  Evalumted the adequacy of the related
disclosures in the reissued [inancial
statements, mcluding the disclosures relating
to credit risk, impamrment allowance and the
reissuance of the financial stalements.

* Obiained management’s deferred i
computations and assessed  whether the
recognition ¢riteria under TAS 12 were met,
ineluding the probability of sufficient future
tuxable profis,

= Evaluated managemem forecasts wsed to
support recoverabilily and assessed  key
assumptions  for  ressonableness and
consistency with available evidence.

e Performed sensilivity analvsis over key
mssumptions and assessed whether any
additional write-down was required.
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Independent auditor’s report to the Head Office of Bank Saderat Iran,
United Arab Emirates Branches feonrinted)

Key audit matiers feonfinmed)

No | Key andit matters How our andit addressed the key andit matters
This matter was considered a key audit matter * Tested the mathematical accurncy of the
due to the magnitude of the deferved tax asser calculations, reconciled key inpuls o
and the judgement mvolved in assessing secouniing records and evaluated related
receverahility, disclosures,

37 | Reconcillation of balunces with Head
Office and overseas branches, including
unreconciled items
The Bank maintains significant balances and » Obmined vear - end reconciliations and
transactions with Hend Office and overseas wssessed the management’s recomeiliation
branches. The reconciliation of these balances process and confrols.
involves multiple systems, forelgn currency o Tested selected reconciling items, including
scitlements  and  timing  differences. inspection of supporting documentation wnd,
Unresohved reconciling items incrense the risk where applicable. sobseguent setflement
of misstatement in the related balances and evidence.
disclosure risk. * Obtained confirmations or  performed
This matler was considered o key audit marter aliernative  procedures where confirmations
due to the magnitude of balances involved and were not practicable. and reconciled balances
the complexity of obtaining audit evidence to: the general ledger and  supporting
over reconciling ilems. slatements.

e FEvaluated whether any provision/ad justment
wis required and assessed the adequacy of
related disclosures,

4 | Regonlatory lirge exposure limits

The Bank is subject to the Central Bank of the
UAE  (“CBUAE") Large Exposurcs
Regulation, including the regulatory threshald
of 0% af Branch Cepital for funded exposures
of branches of forelzgn banks to their Head
Office and other branches sbroad, and the
applicable 25% regulatory threshold for
exposured o a single bomower or a group of
connected counterparties,

Obtzined management’s large exposure
computations and assessed the methodology
used to identify relevent exposurcs and
connected counterparties,
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Independent auditor’s report to the Head Office of Bank Saderat Iran,
United Arab Emirates Branches (comfinued)

Key andit matters (conifinued)

M

Key andit matters

How our audit addressed the key audit matters

As al 3] December 2025, the Bank excesded
the 30% regulatory threshold for fimded
exposures (0 Head Office and other branches
abroad. The Bank also exceeded the applicable
15% regulatory threshold for exposure 1o a
specific single borrower / group of connected
counterparties,

This matter was considered a key audit matrer
due 1o the regulatory significance of the
breaches, the quantitative gignificance of the
exposures, and the judgement involved in
identifying relevant exposures, connected
counterparties and the applicable regulatory
capital base

o We cxamined wansgement’s mitig:liﬁn_
elMorts, inehuding recovering austanding dues
and monitoring counterparty risk.

»  We reviewed the Centrad Bunk of the UAE
communication (CBUAE/BSD2020/4769)
dated October 27, 2020, which provides
transitional relief for exposure breaches due
to capital reductions dfter October 1, 2018,

* We verified the existenee and restrictions
relating o the AED 103 million cash deposit
under lien from the Head Office and assessed
the requirement for prior approval from the
Central Bank of the UAE for ils release. .

=  Evaluated the adeguacy of the related
disclosures in  the reissued (inancial
statempents.

Emphasis of matter — Reissuance of the financial stutemenls

W draw amention 1o Note 38 to the reissued financial statements, which cxplains that these refssued fingncial
statements supersede the financial statements for the year ended 31 December 2025 previoushy approved on 25
February 2026, together with owr auditor’s report thereon,

As explained in Note 38, subsequent 1o the issuance of the previously approved financial statements,
management reassessed the expected credit loss allowances on loans and advences following supervisory
review observations relating to the Bank's credit portfolio,
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Independent anditor’'s report to the Head Office of Bunk Saderat Iran,
United Arab Emirates Branches (continued)

—_—

As a result of this reassessment. additional expected credit loss allowances amounting to AED 450 million were
recognised. The reissued financial statements also reflect the derccognition of long outstanding balances
previously included within Other liabilities amounting to AED 2.64 million and the resssessment of related tax
balances, including the reversal of previously recognised corporate tax provision amounting to AED 18 million.
Our audit procedures performed subsequent to the date of our previous auditor's report were restricted to the
matters described in Note 38, the related amendments to the financial statements and disclosures, snd the
subsequent evenls and going coneern matters considered relevant to the retssuance of these financial statements,
We have nol performed additional sudit procedures on balances, transsctions or disclosures that were not
affected by the reissuance, other than procedures mecessary fo evaluste whether the reissued fmancial
statements, as a whole, are appropeiutely presenied in the circumstances.

Our opinion is not medified in respect of this matter,

Emphasis of matter — Sanctions, regulatory restrictions and subscquent geopolitical developments

We draw attention to Note 36 to the reissued financial statements, which describes the Bank’s operating
environment, including the impact of infernational sanctions and related regulatory restrictions imposed or
administered by, smong others, the United Nations Security Comncil, the United States Department of the
Treasury’s Office of Foreign Assets Control, the European Union and other relevant authorities, Note 36 also
describes the operational effects of these restrictions, including limitmtions on certain eross-horder settiernent
channels, correspondent banking arrangements, aceess to major internutional financial messiging systems and
the Bank's use of alternative communication and settiement arrangements within permitted frameworks.

Note 36 further describes subsequent geopalitical developments in 2026 involving Iran end the wider Middle
East region, including the interim ceasefire and memorandum of understanding announced between the United
States and Iran, and the continuing uncertainty regarding implementation, sanctions relief, regional stability and
linal settlement arrangements. Management has assessed these marters, including their impact on liquidity.,
recoverability of assees, credii risk, regulatory compliance and the Banks ability to continue a3 a going concerm,
and has concluded that the going concern basis of accounting remains appropriate.

The financial statements do not include any adjustments that may arise from fiture sanctions. enforcement
actions, pecpolitical developments or changes in regulatory restrictions.

Our opinion is not modified in respect of this matter.

Criher matter

‘The hnancial stements of the Bank for the yesr ended 31 December 2024 were audited by another suditor
who expressed an unmodified opinion on those finencisl statements in their report dated 9 April 2025, That
report was subsequently reissued on 12 May 2025, also expressing an unmodified opinion, following revisions
to the Bank"s expected credil loss provisions.
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Independent auditor’s report to the Head Office of Bank Saderat [ran,
United Arab Emirntes Branches (coniinuved)

Responsibilities of the management and those charged with governance for the reisswed financial
staftements

The management is responsible for the preparation and fair preserdation of the reissued financial statements in
aecordance with IFRS Accounting Standards and in compliance with the applicable provision of Banks Articles
of Associution and the UAE Federal Low No. 32, as amended, and the UAE Fedral Decree- Law No. (6) of
2025, and for such internal control as the mansgement determines is necessary to enable the preparation of
reissued fingncial statements thar are fres from materinl misstatement, whether due to fraud or ermor,

In preparing the reissued financisl statements, the management is responsible for assessing the Bank's ability
to continue as a going concem, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the management cither intends 1o liquidate the Bank or to cease operations
or has mo realistic altemnative but to do so. Those charged with governance are responsible for overseeing the
Bank's financial reporiing process.

Audltor®s responsibilities for the audit of the reissued financial statements
Our objectives are 1o obtain reasonable assurance about whether the reissued financial statements as g8 whole
are frec from material misstatements, whether due to fraud or error, and to issue an anditor's report that includes
aur opinion. Reasonable assurance is a high level of assurance, but Is not a puatantee that an audit conducted
in accordance with 15As will always detecl a material misstatement when i exisrs. Missiatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected 1o influence the economic decisions of users aken on the basis of these reissuwed financial statements.
As part of an audit in accordance with [SAs, we exercise professional judgment and mainmin professional
skepticism throughout the audit. We alsc:
= |dentify and assess the risks of material misstatement of the reisswed financial statements, whether due
o (rmud or error, design and perform audil procedures responsive to those risks, and obtain audi
evidence that is sufTicient and appropriate to provide  basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional amissions. misrepresentations, or the override of internal conmol.
= Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
aré approprinte in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank's internal control.
* Evaluate the appropricteness of accounting policies used and the reasonableness of socounting
estimales and reluted disclosures made by the management.
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Independent auditor’s report te the Head Office of Bank Saderat Iran,
United Arab Emirates Branches (continued)

= Conclude on the appropriateness of the management's use of the going concern basis of accounting and,
based on the sudit evidence obtained, whether o material uncertainty exists related 1o events or
conditions that may cast significant doubt on the Bank's ability (o continue as a going concern. 11 we
conclude that a material uncertainty exists, we arc required 1o draw attention in our auditor's report 1o
the related disclnsures in the reissued financial stitements or, if such disclosures are inadequate, 1o
modify our opinion, Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Bank to cease to continue as a
EOIng comsern.

* Evaluate the overall presenration, structure and content of the reissued financial statements, including
the disclosures, and whether the reissned financial statements represent the underlying rransactions and
events in a manner that achieves falr presentation,

We communicate with those charged with govemance regarding, among other matiers, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in interal contrnl that
wo identify during our audit. We also provide those charged with governance with @ statement that we have
complied with relevant cthical requirements regarding independence and to communicate with them all
relationships and other matters that may reasonably be thought 1 bear on our ndependence and where
applicable, related safepuards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the reissued financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor's report unfess law or regulition precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
commumicated in our report because the adverse consequences of doing so would reasonably be expected 1o
outweigh the public interest benefits of such communication.

Repart on other legal and regulatory requircments
Purther, a5 required by U.A.E. Federal Decree-Law No. (32) of 2021, as amended {*the Law'), we report that:

L we have all the information and explanations which we considered necessary for the satisfactory
performance of our audit duties;

Z the accounis have been prepared in accordance with the provisions of the Law and reflect the
financial position of the Bank as at 31 December 2025 and the results of its operations for the vear
then ended;

= the Bank has maintained proper and regular books of account during the financial year ended 31
December 2025,




wiHgill Goisulae jagn llaadle eyl

Philip M MillanWoods

Chartered Accountants

i
Independent auditor's report to the Head Office of Bank Saderat Iran,
Umited Arab Emirates Branches (contimued)

a. based on the information made available to us, the Bank has not purchased any of its own shares
or ownership interests during the fnancial year ended 3| December 2025;

B Note 26 fo the accompanying reissued financial statements discloses the Bank's material-related
party balances and transactions with concerned paries, incinding the terms under which they were
conducted,

b. based on the information and explanations made available to us, nothing has come 1o our attention
that causcs us to believe that the Bank has commitied any violations of the applicable provisions of
the Law or its Memorandum and Articles of Association during the year ended 31 December 2025
that would affect the Bank™s activilies or financia! position; and

7. to the extent of the information made availeble 10 us, the Bank was not subject to any penaltics
during the year ended 31 December 2025 arising from violations of the Law or its Memorandum
and Aricles of Association, nor do any such violgtions continue to exisr as at 31 December 2025,

Further, ss required by UAE Federal Decree Law No. (6) of 2025, we respect that we have obtained all the
information and explanations we considered necessary far the purpose of our audit.
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Bank Saderat lran
United Arab Emirates Branches
Statement of finavcinl position as at 31 December 2025

3L.12.2025 31.12.2024

AED 0B ALD 000
Note

Assets
Cash and balances with the Central Bank of the UAE 4 1,431,552 1.201.814
Due [rom Head (ffice and its branches abroad 5.1 139,381 213.096
Due from other banks 6.1 1,004,911 058,060
Loans and advances 1o customers ] 1,704,272 2.376,000
Otheer assets g 1345932 1 40315
Property and equipment 10 13327 13,700
Right of use assets 11 20,173 21411
Total assels 5750548 6,398 486
Liahilities and equity
Linbilities
Dase 1o other hanks 6.2 14350451 1,297,420
Deposit from customers 12 1,921,679 2312442
e ta Head Office and its branches abroad o 626,981 697,189
Provision for employees’ end of service benefits 13 25732 24,500
Provision for taxation 14 S0 16,951
Other liabilities 13 37004 32015
Lense linbilities 16 19440 22157
Taotal liahilities 4,081,787 4422674
Equity
Share capital I 2350000  2.350,000
Slatutory reserve I8 538287 538,287
Impairment reserve 66,907 66,907
Accumulated deficit {(1,277433) (979,382)
Total equity 1,677,761 1975812
Tatal liahilities and equity 5,750,548  6.39% 486

The sccompenying notes on pages 14 to BS form an integral port of these reissued financial siutements,
The report of the independent auditor is sct forth on pages | v 9.

Authorised for reissue by the manggement __T_l’y une 2026. ;
~ . & =
-

Haojatollzh Malek Mohammadi Syed Naqgi Abbas Jafri
{Regional Manager) {Chief Financial Oflicer)
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Bank Saderad Tran
United Arab Emirates Branches

Statement of profit or loss and other comprehensive lncome

For the yeur ended 31 December 2025

[nterest income

Interest expense

Net interest income/Nexpense)

Nel fees and commission ineome

Other income

General and administrative expenses

Met impairment (charge) / reversal on loans and advances
Impairment losses on deferred tax asset

{ Loss)  profit before tax

Tax expense:

Current tax

Prior yedr adjustments

(Loss) ! profit after tax for the year

(ther comprehensive income

Total comprehensive (loss) / income for the year

Year ended Year ended
S1.12.2025 31.13.2024
AED "000  AED "000
125386 90,423
(76,389)  (90.563)
48,997 (140}
1,151 1.490
19,747 15,867
(90.893)  (B4.849)
(118,285) 199,565
(58,1904)  (58.143)
(297,447 73,794
(SO0 (11.846)

(104) =
(298,051) 61,948
(298.,051) 61,948

The accompanying notes on pages 14 to B5 form an integral part of these reissued financial statements.

The report of the independent auditor is set forth on pages | to 9.
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Bank Saderat Iran
Uinited Arab Emirates Branches

Statement of cash Mows for the year ended 31 December 2025

Cash Mlows Mrom operating activities
(Loss)Mprofit before tax for the year
Adjustments for:
Deprecialion on right of use assels
Depreciation on property and equipment
Mot impairment charge / (reversal) on loans and advances
Impairment losses on deferred tax assets
Provision for emplovees' end of service benefits
Excess provision written back

Operating cash flows before changes in working capital
Movemenis in:
Due from the Head Office and its branches abroad
Due from other banks
Loans and advances to customers
Other assets
Deposits from tustomers
Dug io other banks
Orther liahilities
Cash generated from operations
Tax paid
Employees' end of service benefits paid
Net cash generated from operating activities
Cash Mows from investing activities
Additions to property and equipment
Net cash used in investing activities
Cash Mows from financing activities
Muvemenis in:
Due to Head Office and its braonchis abroad
Lease liabilities
Net cash (used in)gencrated from financing activities
Net increase in cash and cash eguivalents
Cash and cash equivalenis at the beginning of the year
Cash and cash equivalents ai the end of the year
Cush and cash equivalenis comprise of:
Cash in hand (Note 4)
Cash and balences with the Central Bank of UAE (Wote 4)
Due from other banks (excluding term loans) (Mote 6.1)

Cash and cash equivalenis at the end of the year

Year ended Year ended

2L 03,2028 31.12.2024
AED ‘008 AED "000
(297.447) 73,704
4,457 4,403
2,543 2474
218285  (199,565)
58,194 SR.143
1,289 2313

- (10.ER1)
(12639 (60319
{16,285) 15,127
(46,538) 20,633
653,533 218,002
(3,811) 30,606
(390,763) (153,577
153,021 46,412
{15,011} {17.410)
121,516 00,474
(17,855) {989)
(57) {95)
304,404 349394
{210 {1,584)
(210} (1,584}
(T0,208) 377202
{3,936) (4.307)
(T4, 144) 372,805
230,051 4a0611
1,206,939 746,328
1 990 1,206,939
IR 659 42,504
1402063 1,159314
5438 3,125
AS6I00 1206930

"The secompanying notes on pages 14 to 83 form an integral part of these relssued financial staterments.

The report of the independent auditor is set forth on pages | to 9.
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Bank Saderat Iran
United Arab Emirates Branches

Notes to the reissued financlal statements for (he year ended 31 December 2025

2.1

General information

Bank Saderat [ran (Hesd Office) was Incorporated in the Islamic Republic of lran. The
registered and principal office is situated at Sepehr Tower, Somayeh Strect, P.0O. Box: 15745 -
631, Tehran, Iren,

In the United Arab Emirates (“UAF"), the principel activity of the Bank is 1o provide
commercial banking services and arc conducted through its eight branches in the Emirates of
Abu Dhabi, Al Ain, Dubai, Ajman and Sharjah (together the “Bank™ or “Branch™ under a
license from the Central Bank of the UAE.

The share capital of the Baok is AED 2,350 million as of 31 December 2025.

The address of the Regional Office of the Bank is a P.O. Box 4182, Dubai, United Arah

Emirates.

The Bank has the following branches operating in the United Amb Emirates:

Lacation Limirate License ny,
Al Maktoum Road, Deira [rubwi 206725
Murshid Bazar, Deira Dasbai 6S0T
Sheikh Zayed Road Dhibai 544166
Bur Dubai Dubi 206454
Abo Dhabi Abu Dhabi CN-1002012
Al Ain Abu [Thabi CN-10057932
Sharjah Sharjah 12271
Ajman Ajman 1324

Summary of material accounting policies and disclosures

Basis of preparation

These reissued financial statements have been prepared in accordence with International
Finangial Reporting Standards (IFRS), issued by the International Accounting Standard Board
(LASB), as well as interpretations issued by the Intemational Financial Reporting Interpretations
Committee (IFRIC) and the applicable requirements of UAE Federal Decree Law No, (32) of
2021 and the requirements of applicable laws in the UAE,

The Bank is not a separate legal entity but meets the definition of a reporting entity under the
Conceptual Framework for IFRS. The Bank is a Group of branches in UAE and is part of Bank
Saderat Irun (Head Office), which is incorparated in Islamic Republic of Iran.
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Basis of measurement

These reissued financial statements have been prepared under the historical cost basis:

Historical cost s generally based on the fair value of the consideration given in exchange of
gonds and services. Fair value is the price that would be received 1o sell an asset or paid o
transfer a liability in an orderly transaction between markel participants at the mensurement
date, regardless of whether that price is directly observable or cstimated using another valuation
technigue. In estimating the fiir value of an asset or a liability, the Bank takes into sccount the
charactenstics of the asset or liability if market participants would mke those characteriatizs into
account when pricing the asset or lisbility at the measurement date,

Basis of presentation

The Bank presents its statement of Gnancial position in arder of liguidity. Accordingly, assets
and [iabilities are not presented as currem and non- current. Information about the expected
reafisation of assets and settlement of Labilities within and after 12 months is provided in the
relevant notes, inciuding the maturity analysis diselosed under liquidity risk.

Adoption of new and revised International Finascial Reporting Standards

The following new and revised Stundards including amendments thereto and Interpretations
which became effective for the current reporting period have been adopted, wherever
applicable. Their adoption has not had any significant impact on the amounts reported in these
reissued finuncial statements but may affect the financial reporting for fture transactions or
arrangements

Lack of Exchangeability (Amendments 10 1AS 21 The Effects of Changes in Foreign Exchange
Rates) — Effective | Janoary 2025

The following Standards, amendments thereto and interpretations have been issued prior o 31
December 2025 bul have not been applied in these reissued financial statements as their
effective dates of adoption are for future periods. Management is currently pssessing the impact
of these Standards and amendments on the reissued financial statements, [1 is amticipated that
their adoption may result in changes 1o presentation and disclosures and may impact the
classification and measurement of certain items; however, they are not expected 1o have a
maierial impact on the Company's financial position, financial performance or cash flows.

Classification and Megsurement of Financial Instruments (Amendments to IFRS 9 Financial
Instruments and [FRS 7 Financial Instruments: Disclosures) - Effective 1 January 2026

Comiracts Referencing Nature-dependent  Electricity (Amendments to [FRS 9 Financial
Instruments and IFRS 7 Financial Instrments: Disclosures) — Effective | Januay 2026

Annual Improvements to [FRS Accounting Standards — Volume 11 — Effective | January 2026
IFRS 18 Presentation and Disclosure in reissued financial statements — Effective | Janwary 2027
IFRS 19: Subsidiaries without Public Accountability: Disclosures - Effective 1 January 2027

Translation 1o & Hyperinflalionary Presentation Currency { Amendments io [AS 21 The Effcets

of Changes in Foreign Exchange Rates) — Effective | Januury 2027
TR
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1.5 Functional and presentation currencies
fa} Funcilonal and presentation currency
The refssued financial staternents are preparcd and the iteme included in the reissused financial
stalements are measured using the currency of the primary economic environment in which the

Bark operstes (“the functional currency’). The Bank's funclional currency as well as it's
presentalion currency is ULALE. Dirhams,

{h) Farelgn currency transactions and balances

Foreign currency transactions are franslated into the functional currency using the exchanpe
rates prevailing at the dates of the transactions,

Foreign exchenge pains and Insses resulting from the settlement of outstanding amounts of such
transactions and from the re-tanslation of monclary assels and liahilities denominated in
foreign eurrencies at each reporting date are recagnised in the profit or loss,

At the end of each reporting period, monetary items denominated in foreign currencics are re-
translated at the rates prevailing at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are re-translated at the rates preveillng ot the date when the
fair vahse was determined. Mon-monetary items that are measured in terms of historical cost in a
foreign currency are transiated using the exchange rates as at the dates of the initial transaclions.

L6 (woing coneern
The Bank mmmagemen! has made an assessment of the Bank's ability to continee a5 a going
concern and is satisfied that the Bank has the resources o continue in business for the
freseeable firture, Furthermaore, the management is not nware of eny uncertainties that may cast
significant doubt upon the Bank's ehility to continue as a going concem. Therefore, the reissuad
financial statements continue 1o be prepared on a going concem basis.

Estimates and judgments are continually evaluated and are besed on historical experience and
other factors, including expectations of future events that are believed to be reascnable under
the circumstances. Actual results may differ from these sstimates.

2.7 Cash and cash eguivalents

Cash and cash equivalents congist of cash, balances with the Central Bank of the UAE amd
balances with other banks and financial institutions with an original maturity of three months or
less at the daie of placement, free of encumbrances, which are subject to insignificant risk on
their fair value change.

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

2.8 Due from hanks
Ampunts dee from banks are stated at amortised cost, less provision for impairment, if any.




i

Bank Saderal Iran
United Arab Emirates Branches
Notes to the reissued financial statemenis for the vear ended 31 December 2028 (conrinued)

1.9
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11

Cuostomers’ deposits and doe to Head office
Costomers’ deposits and due to Head office are initially recognized ar cost, being the fair value
of the consideration received and subsequently measured al their amortized cost using the

effective profit method. Amortized cost is caleulated by teking inte account any discount or
premium on the sertlement.

Froperty and equipment

Property and equipment are staled ot cost less accumulated depreciation and identified
impairment fosses, if any. Cost includes expendilures that are dircctly attributable to the
acquisition of the items including installation costs. Subsequent costs are included in the asset's
carrying amount or recognised as a separate ssset, as approprinte, only when it is probable thai
future economic bencfits associated with the item will flow 1o the Bank and the cost of the item
can be measored reliably. All ather repairs and maintenance expenses are charged to profitor
koss during the reporting period in which they are incurred.

The depreciation s calculatcd on a straight-line basis over the estimated useful lives of the
assets,

Assels Years
Building 20 years
Purniture and fixmire 1 -4 years
Office cquipmenl I -4 years
Leasehold improvement 4 years
Motor vehicles 3 vears

The assets” residual values and useful lives are reviewed at the end of each reporting period,
with the effect of any changes in estimazes adjusted on a prospective basis. An asset’s carrying
amount s written down immediately 10 its recoverable amount i the asset’s carrying amount Is
greater than its estimated recoverable amount. The gains or losses arising on the disposal or
retirement of an item of property and equipment is determined by comparing the disposal
proceeds with the carrying amount of the assct and is recognised in the profit or loss.

Impairment of non-financial assets

Assets that bave an indefinite useful life, for example, goodwill or intangible assets not ready Lo
use, ane not subject o amortization and are tested annually for impaitment, Assets that are
subject to amorlization/depreciation are reviewed for impairment whenever events or changes in
circumstances indicate that the earrying smount may not be recoverable,

.
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An impairment loss is recognized for the amount by which the asset's carrving amount exceeds
its recoverable amount. The recoverahle amount is the higher of an asset's fair value bess costs to
sell. and value in use. For the purpose of assessing impairment, assets are grouped at the lowest
levels, for which there are mostly independent cash inflows (cash-generating units). Prior
impairments of non-financiel assets (other than goodwill) are reviewed for 4 possible reversal
on cach reporting date.

In ussessing value in use, the estimeted future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time valie of money
and the risks specific to the asset. In determining fair value less costs to sell, recent market
transactions are faken imto account. If no such transactions can be identified, an appropriate
valnation model is used. These calculations are corroborated by valuation multiples, quoted
share prices for publicly traded companies or other available fair value indicators.

The Bank buses its impairment caleulation on detailed budgets and forecast cabeulations, which
are preparcd scparately for each of the Bank's cash generating units 1o which the individual
assets are allocated. Thesc budgets and forecast calculations generally cover a period of one to
five years. For more extended periods, a long-term growth e is calculsted and applied to
projected future cash flows efler the fifth year.

Impairment losses are recognized in profit or loss, except for assets previously revalued with the

revaluation taken to other comprehensive income. For such assets, the impairment is recognized
in other comprehensive income up to the amount of any previous revaluation,

212 Financial instruments

Fimurcial asveis

All financial assets are recognised and derecognised on a rade dute where the purchase or sale
of a [nuncial asset is under a contract whose terms require delivery of the financial asset within
the timeframe established by the market concemed, and are initially measured at fair value, plus
transaciion costs, except for those financial assets classified as &t i value through profit or
loss (FVTPL). Transaction costs directly attributable 1o the acquisition of financial assets
elassified as at FYTPL are recognised immediately in profit or loss.

All recognised financial assets that are within the scope of [FRS 9 Financial instraments are
required o be subsequently measured ar amortised cost or fair value on the basis of the Bank's
business model for managing the financial assets and the contractual cash Dow characteristics of
the financial assets. Specifically;

* debt instruments that are held within a business model whose objective is 10 collect the
contractual cash flows, and that have contractusl cash flows thar are solely payments of
principal and interest on the principal amount outstanding (SPPL), are subsequently measured at
amartised cost;
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* debi instruments that are held within a business model whose objective is bath to collect the
eomtractual cash flows and 1o sell the nstruments, and that have contractusl cash flows that are
SPPL, arc subsequently measured at fair value through other comprehensive ineome (FVTOCT),
» all other debt instruments (e.g. instruments managed on a falr value basis or held for sale) and
equity investments are subsequently measured at FYTPL. However, the Bank mey make the
following irrevecable election/designation at initial recognition of a financial asser on an asser
by asset basis:

* the Bank may irrevocably elect to present subsequenmt changes in fair value of an equity
investment that is neither held for trading nor confingent consideration recognized by an
acquirer in a business combination to which IFRS 3 Business Combinarions applies, in other
comprehensive income (OCT); and

* the Bank may irrevocably designate a debt Instrument that meets the amortized cost or
FVYTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch (referred o as the fair value option).

i} Debt instroments af ameriised cost or at FVTOCT
The Bank assesses the classification and measurement of a financial asset based on the asset's
contraciual cash flow characreristics and the Bank’s business model for managing the asset.
For an asset w be classified and measured at amartised cost or at FVTOC], its contractunl terms
shoulbd give rise to cash flows that are solely payments of principel and intcrest on the principal
outstanding (SPPI).
For the purpose of the SPPI test, the principal is the fair value of the financial asset at initinl
recognition. That principal amount may chanpge over the financial asset's life (c.g if there are
paymenis of principal). Interest consists of consideration for the time value of money, for the
credit risk associated with the principal amount outstanding during a particular period of time
and or other basic financing risks and eosts, as well a5 s margin. The SPPI assessment is made
in the cumrency in which the financial asset is denominated.,
Contractual cash flows that are SPPI are consislent with a basic financing srmangement,
Contractual terms that introduce exposure to risks or volatility in the contructual cash flows that
arc unrciated to & basic financing armngement, such as exposure 1 changes in equity prices or
eommaodity prices, do nol give rise to contractual cash flows that are SPPL An assessment of
business models for managing financial assets is fondamental 1o the classification of a financial
asset. The Bank determines the business models at a level that reflects how groups of financial
asacts are managed topether o achieve & particular business objective,
The Bank’s business model does not depend on management’s intenfions for an individual
instrument: therefore, the business model assessment is performed a1 a higher level of
aggrepation rather then on an instrument-by-instrument basis,
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The Bank has more than one business model for managing its financial instruments, reflesting
hew the Bank manages its financial assets 1o generate cash flows. The Bank's business models
determiine whether cash flows will result from collecting comractunl cash flows, sclling
finamcial assets or both,

At initial recognition of o financial asset, the Bank determines whether newly recognised
financial asscts are part of an existing business model or whether they reflect a new business
model's commencement.

The Bank rvassesses ts business models cach reporting period to determine whether the
business models have changed since the preceding period, For the current and prior reperting
period, the Bank has not identified & change in its business modals.

When a debt instrument measured st FVTOCI is derecopnised, the cumulative gain/loss
previously recognised in OCI is reclassified from equity to profit or loss. In contrast, for an
equity investment designated as measured at FVTOCL the cumulative gainfloss previously
recognised in OCH is not subsequently reclassified to profit or loss but transferred within equity.
Financing instruments that are subsequently measured at amortised cost or at FVTOC] are
subject o mmpairment.

i)  Financial asseis at FVTPL
Financial assets at FVTPL are:

a) assets with contractual cash fows that are not SPPL; ov/and

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

These sssets are measured at fair value, with any gainsflosses arising on Temeasurement
recognised in profit or loss.
i) Fair value optfon

A financial instrument with o relinbly measurable fair value could be designated as FVTPL (the
fair value option) on its initial recognition even if the financial instrument was not acquired or
incurred principally for the purpose of selling or repurchasing. The fair value oplion can be used
for financial assets if it eliminates or sipnificantly reduces o measurement or recognilion
inconsistency that would otherwise arise from messuring assets or linbilities or recognizing
related gains and losses on a different basis (an "accomnting mismaich®). The fair value oplion
can be elecied for finameial liabilities if: (1) the election eliminates an secounting mismatch; {ii)
the financial liahility is part of a portfolio that is managed on a fair value basis, in accordance
with a documented risk mansgement or investment strategy; or {iii) there is an embedded
dermvative in the financial or non-finencial host contract and the derivative is not closely related
to the host contract. These instruments cannot be reclassified out of the FVTPL category while
they are held or issued.
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Financial assets designated as FVTPL are recorded at fair value, and any unrealized giting or
losses arising due to changes in fair value are included in investment income.

Reclassification

I the business model ander which the Bank holds financial assets changes, the financial assers
affected are reclassified, the classification and measurement requirements related to the new
category apply prospectively from the first day of the first reporting period following the change
in the husiness model that results in reclassifying the finencial assets of the Bank,

Druring the corrent period and previous accounting period, there was no change in the business
mode] under which the Bank holds financial assets, and therefore no reclassifications were
made. Changes In contractual cash flows arc considered under the aceounting policy on
modification and derecognition of financial assets described below .

fmpairment

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

* Dug from banks and other financial institutions

* Loans and advances o customers

= OHF - balance sheet exposures subject to credit risk

Mo impairment loss is recognised on equity investments.

With the exception of purchased or originated credit-impaired (POCT) financial assets fwhich
are considered separately below), ECLs are required fo be measured through a loss allowance at
in mmicunt egual to;

= 12Z-month ECL, ie. lifetime ECL that results from those defmult events an the financial

instrument that are possible within 12 months afler the reporting date (referred to s Stage 1) or

* Full lifetime ECL, i.e lifetime ECL that resulis from all possible default events over the life of
the financial instrument, (referred to as Stage 2 and Stage 3);

= A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk
on that financial instrument has increased significantly since initial recognition. For sll other
fmancial instruments, ECLs are measured at an amount equal 1o the 12-month FCL:

* ECLs are a probability-weighted estimate of the presemt vulue of credit lnsses. These are
measured us the present value of the difference between the cash flows due to the Bank under
the contract. The Bank expects to receive the cash flaows arising from the weightling of multiple
future sconomic scenarios, discounted at the assel's EPR:

= for undrawn financial commitments, the ECL is the difference between the present value of
the difference between contractual cash flows that are due o the Bank if the holder of the
commitmend draws down the finance and the cash flows that the Bank cxpects (o receive if the
finance is drewn downg and

* for finuncial guaruntee contracts, the ECT. is the difference between the expected payments o
reimburse the holder of the gusranteed financing instrument less any umounts that the Bank
gxpects to receive from the holder. the customer or any other party.
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The Bank measures ECL on an individual basis or on a collective basis for partfolios of
fimances that share similar economic risk characteristics. The measurement of the loss allowance
iz based on the present value of the asset's expected cash flows using the asset's original EPR.
regandless of whether it is measured on an individual basis or a collective basis.

vi)  Credit-impaired financial assefs
A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact an
the estimated future cash flows of the financial asset hove occurved. Credit-impaired financial
assels ane reformed to as Stage 3 assets. Evidenve of credit-impairment includes observable data
about the following events:
* the significant financial difficulty of the customer or issuer:
* a breach of contracts such &s & default or past due event;

* the financer of the customer, for economic or contractual reasons relating 1o the customer's
financial difficulty, having granted to the customer a concession that the financer would not
otierwize consider;

* the financer of the customer has downgraded the ratings because of deteriorstion in the
financial conditlon of the customer; or

* the purchase of a financial asset at a deep discount that reflects the incurred credit losses.

It may not be possihie 1o ideatify a singbe discrete event-instead; the combined effect of several
events may have caused finencial assets to become credit-impaired. The Bank asscsses whether
financing instruments that are financial pssets measured at amontised cost or FYTOC! are
creditimpaired at ¢ach reporting date. To assess if sovercign ond corporate financing
instruments are credit impaired, the Bank considers factors such as delinquency, watchlist
indication, restructuring flag, deterioration in credit ratings. and the customer's ability to raise
fmding.

A linuncizl asset is considered credit-impaired when & concession is granted to the customer due
o a deteripration in the customer's financial condition unless there is evidence that 25 & result of
granting the concession, the risk of not receiving the contractual cash flows hes reduced
significantly, and there arc no other indicators of impairment, For financial mssets where
concessions are contemplated but not granted the asset is deemed credit impaired when there is
observable evidence of credit-impairment including mecting the definition of default. The
definiticn of default (see below) includes unlikeliness to pay indicators and & backstop if
amounts are overdue for 90 days or more. However, the cases where the impaiment is not
recopnised for assets beyond 90 days overdue are supported by reasonable information.

vli) Purclased or originated credit-impaired (POCT) financial assets
PUCH financial assets are treated differently because the asser is credit-impaired at initial
recognition. For these assets, the Bank recognises all changes in lifetime ECL since initial
recognition as a loss allowance with any changes recognised in profit or loss. A favourable
change for such sssets creates an impairment gain,
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i) Definition of defaul
Critical w the determinalion of ECL s the definition of defanlt. The definition of default is used
in measuring the smount of ECL and in the determination of whether the loss allowance is
bosed on 12-month or lifetime ECL, as default is a component of the probability of default (PT)
which affects both the measurement of ECLs and the identification of a significant increase in
credit risk,
The Bank considers the following as constituting an event of default;
* the borrower is more than 9 days past due on its contractual payments:
* the borrower is unlikely to pay its credit obligations to the Bank in full,
The definition of default is appropriately tailored to reflect the different charscteristics of
different types of nasets.
When assessing iff the borrower is unlikely to pay its credit obligation, the Bank takes into
account both qualitative and quantitative indicators. The information assessed depends on the
type of the asset; for example, in corporate lending & qualitative indicator used is the breach of
covenants, which is not relevant for retail lending. Quantitative indicators, such as overdue
statug and nen payment on another obligation of the same counterparty are key inpuls in this
analysis. The Bank uses a variety of sources of information m assess default which is sither
developed intermally or obtained from external sources.

{ix) Measurement of expected credit loss (ECL)
The Expecied Credit Loss (ECL) is measured on either a |2-month {12M) or Lifetime basis
depending on whether a significant increase in credit risk has occurred since initial recognition
or whether mm asset is congidered to be credit-impaired. Expected credit losses are the
discounted product of the Probubility of Default (PD), Exposure st Default (EAD). and Loss
Criven Defoult (LG, detined as follows:
= The PD represents the likelihood of a borrower defaulting on its financial obligation, either
over the next 12 months (12ZM PD), or over the remaining lifetime (Liftime PTY) of the
obligation,
* EAD i based on the amounts the Bank expects to be owed ar the time of default, over the
next 12 months (12M EAD) or over the remaining lifetime (Lifetime EAD). For example, for a
revalving commitment, the Bank ncludes the current drawn balance plus any further amount
thut is expecied to be drawn up 1o the current contractual limit by the time of default, should it
DeCur.
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* Loss Given Default (LGD) represents the Bank's expectution of the extent of loss on a
defaulied exposure, LGD varies by type of counterparty, type and semiority of claim and
availability of colluteral or ather credit support. LG is expressed 8s a percentage loss per unif
of exposure at the time of defauk (EAD), LGD is calculated on & 12-month or lifelime basis,
where 12-month LGD is the percentage of loss expected to be made if the default occurs in the
next 12 months and Lifetime LGD is the percentage of loss expected to be made if the defanlt
occurs over the remaining expected lifetime of the loan.

The ECL is determined by projecting the PD, LGD and EAD for each future momth and for each
individual exposure or collective segment. These three components are multiplicd together and
adjusted for the likelihood of survival (i.e. the cxposure has not been prepaid or defanited in an
carlicr month). This effectively calculates an ECL for each future month, which is then
discounted back to the reporting date and summed. The discount rate used in the ECL
calculation is the original effective interest mie or an spproximation thereof.

The Lifetime PD is developed by applying a maturity profile to the coment [ 2Zmonth PD. The
maturity profile looks at how defaults develop on a pertfolio from the point of initial recognition
throughout the lifetime of the loans. The maturity profile is based on historical observed data
and i3 assumed to be the same across all assets within & portfolio and credit grade band. This is
supported by historical analysis.

The 12-month and lifetime EADs are determined based on the expected payment profile, which
verics by product type,

= For amartizing products and bullet repayment oans are based on the contractual repayments
owed by the borrower over # 12month or lifetime basis. This will also be adjusted for any
expected overpayments made by @ borrower. Early repayment/refinance assumptions are also
incarporated into the calculation,

= For revolving products, the exposure at default is predicted by taking the current drawn
balance and adding a "eredit conversion factar” which allows for the expecied draw down of the
remaining limit by the time of defaull, These assumptions vary by product type and current limit
utilisation band, based on analysis of the Bank's recent default data.

* The 12-month and lifeime LGDs are determined based on the factors which impact the
receveries made post-defaull. These vary by product type,

* For secured products, (his is primarily based on the collateral type and projected collateral
values, historical discounts to market/book values due to forced sales, tinge (o repossession and
recovery costs observed,

= For unsecured products, LGDYs are typically sct at the product level due to the limited
differcntiation in recoveries achieved across different borrowers. These LGIYs are Influenced
by eollection strategies, including contracied debi sales and price.

Forward-looking economic information is alse imcluded in determining the 12-month and
litetime PD, EAD and LGD. These assumptions vary by product type.
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The assumptions underlying the ECL calculation - such as how the maturity profile of the PDs
and how collateral values change efc. - are monitored and reviewed on a quarterly hasis

For unfunded exposures, ECL Is measored as follows:

* for undrawn loan comumitments, the ECL is the difference hetween the present value and the
contractual cash flows that are due to the Bank if the holder of the commitment draws down the
loan and the cash flows that the Bank expects to receive if the loan is drawn down; and

« for financial guarantee contracts, the ECL is the expected payment 1o relmburse the hold.er of
the goaranteed debt instrument less any amounts that the Bank expects to receive from the
holder, the debior or any other party,

Mo impairment loss Is recognised an equity investments.

Mudification and devecognition af financial assers
A modification of a financial asset occurs when the contractual terms governing the cash Qows
of a financial assel are rencgotiated or otherwise modified hetween the initial recognition and

maturity of the financial assel
A modification affects the amount andfor timing of the comtractual cash flows either

Fmmediately or at a future date. In addition, the introduction or adjustment of existing covenants
of existing finance wonld constitute a modification even if these new or sdjusted covenants do
not yet affect the cash flows immediately but may affect the cash flows depending on whether
the covenant is or is not met (e.g. a change to the increase in the interest rate that arises when
covenants are breached).

The Bank renegotistes Tinances 1o customers in Mnancial difficalty to maximise collection and
minimise the risk of default, A finance forbearance is granted in cases where although the
cusmmer made all reasonable efforts o pay under the original contractual terms, there is 4 high
risk of defaull or defauli has already happened, and the customer is expected (o be able to mect
the revised terms.,

The revised terms in most cases include an extension of the finance’s maturity, changes 1o the
timing of the cash flows of the finance (principal and profit payment), reduction in the amount
of cash flows doe (principal and interest forgiveness) and amendments to covenants. The Bank
has an established forbearance policy that applies o corporate and retail financing.

When a financial asset is modified, the Bank assesses whether this modification resubz in
derecognition. In accordance with the Bank's poliey, o modification results in derecognition
when it gives rise to substartially different torms.

Lt the case where the financial asset is derecognised the loss allowance for ECL is remessured
al the date of derecognition to determine the net carryving amount of the asset at that date,
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The difference between this revised carryving amount and the fair value of the new financial
assel with the new terms will lead to n gain or loss on derecognition. The new finasciunl asset
will have a loss allowance messured based on 12-month ECL except on the rure occasions
where the new finance is considered to be originated credit-impaired. This applies only in the
case where the fair value of the new finance is recognised at a significant discount 1o its revised
par amount because there remains a high risk of default which has not been reduced by the
mixdifieation. The Bank monitors the credit risk of modified financial assets by evalusting
qualitative and quantitative information, such as if the customer is in the past due stams under
the new terms,

Where a modification does not lead 1o derecognition, the Bank caleulnies the modification
gainfloss by comparing the gross carrying amount before and afer the modification (excluding
the ECL allowance). Then the Bank measures ECL for the modified assct, where the expected
cash flows urising from the modified financial asset are included in calculating the expected
cash shortfalls from the original asset,

The Bank derecognises a financial asset only when the contractual rights to the asset's eash
flows cxpire (including expiry arising from modification with substantiuily different terms), or
when the financial asset and substantially all the risks and rewards of ownership of the asset are
transferred to another entify.

If the Bank neither transfers nor retains all the risks mnd rewards of ownership substantially and
continues 1o control the transferred asset, the Bank recognises its retained interest in the asset
and an associated liability for amounts il may have to pay, If the Bank retains all the risks and
rewards of ownership of a transferred financinl asset substantially, the Bank comtinues (o
recognise the financial assel and also recognises collateralised financing for the proceeds
received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrving
amount and the sum of the consideration recerved and receivable and the cumulative gainfloss
thial had been recognised in OO and sccumulated in equity is recognised in profit or lass, with
the sxception of equity investment designeted as measured at FYTOCL where the cumulative
gainloss previously recognised in OCT is not subsequently reclassified to profit or joss.

Presentution of allowance for ECL

Lovs allowanees for ECL are presented in the reissucd financial statements as follows:

* for financial assets measured at amortised eost ( loans and advances, balances due from central
banks and other banks, reverse-repo placements, investment securities carried at amortised cost
and other financial assels): 45 o deduction from the gross carrying amount of the assets:

= for debt instruments measured at FYTOCE as parl of the revaluation reserve of investments
designated at FYTOCT and recognised in other comprebensive income and

* fov loan commitments and financial puarantee contracts: as a provision.

LT,
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(i) Write-offs

Financial assels are written off when there is no reasonable expectation of recovery, such as a
customer failing to engage in & payment plan with the Bank. The Bank categorises finance or
receivishle for writc-off after almost all possible avenues of payments heve heen exhausted,
However, where finances or receivables have been written off, the Bank continues to efpage in
enforcement activity to attempt to recover the receivable due, Where recoveries are made, these
are recognized in profit or loss.

Financlal Habilities

Classifleailon and sibsequent measurement
Financial liabilities are classified as cither financial Kabilities at ‘FY'TPL® or *other fnancial
linbilities". The classification of financial liabilities ar initlal recognition depends on the purpose
and management's [nwention for which the financial liabilities were incurred end their
characteristics,

Financial liabilities arc recognised in the Bank's stalement of financial position when the Bank
Pecomes & party to the contractual provisions of the instrument, Financial labilities are initially
measured af fair valve. Transaction costs that are dirsetly attributable to the acquisition or issue
of financial liabilities {other than finencial liabilities at FVTPL) are dedueted from the fair
value of the financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial lishilities at FVTPL are recognised immedistely in
profit ar loss. If the transaction price differs from the fair value at initiel recognition, the Bank
will accoumt for such difference as follows:

* if fair valoe is evidenced by a quoted price in an active marker for an identical lisbility or
biased on a valuation technique that uses only duta from observable markets. then the difference
i& recognised in profit or Jess on initial recognition (i.e. day one profit or loss)

= in all other cases, the fair value will be adjusted to bring it in line with the ransaction price
(i.e. day one profit or loss will be deferred by inclading it in the initial carrving amount of the
liahility).

In both the current period and prior period, financial labilities are classified as stibsequently
measurad ot amorised cost, except for:

* Financial liabilities at fair value through profit or loss: the elassification is applied to
derivatives and other financial lishilities designated as such at initial recognition. Gains and
losses on financial liabilities designated at fair value through profit or loss are presented
partially in other comprehensive income (the amount of change in fair valse of the financinl
lighility that is attributable to the changes in the credit risk of that Hability, which is determined
a5 the amount that is not atiributable to changes in market conditions that give rise 1o market
risk} and partially profit or loss (the remaining amount of change in the fair valoe of the
liability). This is unless such a presentation would create, or enlarge, an accounting mismatch, in
which case the gaing or losses attributable to changes in the credit risk of the Hability are also
presented in the profit or loss,
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* Financial liabilities arising from the transfer of financial assets which did not qualify for
derecognition or when the continuing involvemen: approsch applies. When the transfer of
financial assets did not qualify for derecognition, n financizl liability is recognised for the
consideration received for the transfer and

* Financial gnarantee contracts and financial commitments.

Effeciive inferest metlhod

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

i) Derecognition
Finzncial liabilities are derecogmised when they are extinguished (ie. when the obligation
specified in the contract is discharged, cancelled or expires).
The cxchange between the Bank and its original financer of financimg instruments with
substantially different terms, as well as substantial modifications of the tenms of existing
liabilities, are sccounted for as an extinguishment of the origingl financial lability and a
recognition of a new financial liability.
The terms are substantially different if the discounted present value of the cash flows under the
new terms, inchuding any fees paid net of any fees received and discounted using the original
effective intcrest rate, i3 at least 10% different from the discounted present value of the
remaining cash Mows of the original financial liability,
In ddition, other qualitative factors such as the currency that the instrument is denominated in,
changes in the type of inlerest rate, new conversion features amtached to the instrument and
changes in covenants arc also taken inte consideration. If an exchange of financing instruments
or modification of terms is sccounted for as an extinguishment, any cost or foes incurved as
recognised as pert of the gain or loss on extingulshment. IF an exchange or modification is not
accounted [or as an extinguishment, any cost or fees incurred adjust the carrving amount of the
liability and are amortised over the remaining term of the modified Hability
Fimancial graraiies confraces
A financial guarantee contract is a contract that requires the issuer o make specified payments
o reimburse the holder for a loss it incurs because a specified costomer fails 1o make payments
when due in accordance with the terms of a financing instrument.
Financial guarantee contracts issued by a Bank entity arc initially measured al their fair values
and, if not designeted as at FVTPL and not arising from & transfer of a financial sssen, sre
subsequently measured at the higher of
= the amount of the loss allowance determined in accordunce with IFRS 9 and
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* the amount initally recognised less, where the appropriate, cumulative amount of income
recognised in accordance with the Bank’s revenue recognition policies,

Financial guarantee contracts ot designated st FVTPL are presented as provisions on the
statement of financiel position, and the remeasurement is presented in other revenue,

The Bank has not designeted any financial guarantee contracts as at FVTPL.

Offsetting:

Financial assets and liabilities are offset and reported net in the statement of financial position
only when there is a legally enforceable right to set off the recognised amoums and when the
Bank intends to sefile either on a net basis or to realise the asset and setile the liability
simultanecusly. Income snd expenses are presented on a net basis only when permitted by the
accounting standards, or for gains and losses arising from a group of similar transactions such as
in the Bank's trading activity.

213 Corporate tax
The income tax expense represents the sum of the tax on current year income and current vear

delbrred tax. Income taxes include UAE Federal Corporate Tax and where applicable, emirates-
level taxes on banking profits that are based on laxable profits.

2.13.1 Current tax

Current tax 15 the expected tax payable {or recoverable) on the Bank's Taxable Income (or Tax
Loss) for the year under ULAE. Corporate Tax law and where applicable, relevant emirate- level
banking tax legislation, and is measured using tax rutes and tax lows enacted or substantively
enacted at the reporting date. Current tax liabilities include the Bank's best estimate af amounts
expecied 10 be paid to the U.A.E. Federal Tax Autherity for federal Corporate Tax and, where
applicable, the relevant emirate authority for emiraie level bank taxes.

2.13.2 Deferred tax

Deferred tax is recognised using the Tablllty method on temporary differcnces between the tax
bases of assers and liabilities and their carrving amounts in the reissued Anancial stalemenis,
Deferred tax liabilitics are recognised for all taxable temporary differences, except to the extent
thev grize from:

* the initial recognition of goodwill, or

* the initial recognition of an asset or liability in 2 ranssction that is not a business combination
and that, at the time of the transaction, affects neither accounting profit nor tnxahle profit (tax
loss),

Deferred tax assets re recognised for deductible temporary differences. and for unused tax
Ioases and tax credits, to the extent that it is probable that future taxable profits will be availabie
against which they can be utilised, except to the extent they arise from:
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* the mnitial recognition of an asset or lability in & transaction that is not a business combination
and thar, at the time of the transaction, affects neither accounting profit nor taxahle profit (tax
loss).

For temporary differences relating to investments in subsidiaries, associales and joint
arrangements, deferred tax liabilities are nol recognised to the extent the Bank can control the
timing of the reversal and it is probable that the temporary difference will nol reverse in the
foreseeable future; deferred tax assets are recognised only to the extent that it is probable that
the temporary differences will reverse in the foreseeable future and sufficient tuxable profits
will he available,

Deferred tax assets and linbilities are measured using tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date and are expected to apply when the related
deferred tax asset is realised or the deforred tax lability is settled.

Deferred tax assets are reviewed at cach reporting date and are reduced to the extent that it is no
longer prohahle that sufficient taxable profits will be available. Unrecognised deferred tax
asscls arc reassessed at each reporting date and recognised o the extent that it has become
probable that future taxable profits will allow recovery.

Mifsetiing

Deferred tax assets and liabilities are offset only when the Bank's has a legally enforceable right
to offset current tax assets agninst current tax liabilities and the deferred tax assets and liabilities
relate to income taxes levied by the same taxation authority on the same taxable entity (or
taxable entities that intend o settle on a net basis or simultanecusly)

Presentation

Current and deferred fax are recogmised in profit or loss, except when they relate to items
recognised in other comprehensive income or directly in equity, in which case the related tax is
also recognised in other comprehensive income or equily, respectively.

Damestic minimum top-sp fox

The UAE has introduced a Domestic Minimum Top-Up Tax lor in-scope multinational groups.
effective from financial years sterting on/efter 1 January 2025, Where applicable. management
considers the related recognition and disclosure requiremients in accordance with IFRS
(including relevant IAS 12 Income Taxes amendments).

Valoe sdded tax
Output valne-added tax related to sales is payable to tax authorities on the eurlier of:
= collection of receivables from customers ar

* delivery of goods or services to customers.
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2.15

Input VAT is generally recoverable ngainst output VAT upon receipt of the VAT invoice, The
tax authorities permit the settlement of VAT on a net basis, VAT related to sales and purchases
is recognised in the statement of financial position on o gross hisis — unless the Rank has a
legally enforceable right to set off the amounts and it intends either 1o seitle them on a net hasis
or to realize the asset and settle the liability simultanepusly, Where provision has been made for
the ECL of receivables, the impairment loss is recorded for the debtor's gross amount, ineluding
VAT.

Leascs

Al the inception of & contract, the Bank assesses whether the contract Is, or coniains a lease. A
contract is of contains a lease if the contraets convey the right to control the use of an identified
asset for the Bank for a period in exchange for consideration. To assess whether a controct
conveys the rght (o control the use of an identified asset. the Bank assess whether

* The contract invelves the use of an identified asset -this may be specified explicitly or
implicitly and should be physically distinct or represent substantiafly all the capacity of a
physically distinet asset. [f the supplier has & substantive substitulion right, then the asset is not
identified;

* The Bank has the right to obtain substantially ell the economic benefits from the use of the
assel throughout the period of use; and

* The Bunk hus the right to dircet the use of the asset. The Bank has this right when it has the
decision-making rights that are most refevant 1o changing how and for what purpose the asset is
wsed, In rare cases whese the decision about how and for what purpose the asset is used is
predetermined, the Bank has the right to direct the use of the nsset i elther:

- The Bank has the right to operate the asset: or

- The Bunk designed the asset in 0 way that predetermines how and for what purpose it will be
used.

Al ineeplion or on & resssessment of a contract that contains a Jease component, the Hank
allocates the consideration in the contract to each lease componcnl based on their relative
standnlone prices.

However, where the contract is not separable into a lease and non-lease component then the
Bank has elected nol to separate non-lease components and aceount for the lease and non-lense
components as o single lease component,

The Bank determines the lease term as the non — cancellable period of a lease, together with
both:

a) periods coversd by an option W extend the lease if the lessee is reasonably certain to exercise
that opticn; end

b) periods covered by an option to terminate the lease if the lessee is reasonably certain not 1o
exercise that option.
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2.15.1.

2.15.2

1153,

In assessing whether a lessee is reasonably certain o exercise an option 0 extend a lease, or not
o exercise an option o ferminate & lease. the Dank considers all relevant facts and
circumstances that creaie an economic incentive for the lessee o exercise the option to extend
the lcase, or not 1o exercise the option to terminate the lease, The Bank revises the lease term iF
there 1s 1 change in the non-canceliable period of a lease.

Right-of-uxe assels

The Bank recognises right-of-use asseis at (he commencement date of the lease (ie. the date the
underlying asset is available for use). Right-of-use assets are measured al cost, bess any
accumulated depreciation and impairment losses, and adjusted for any re-measurement of lease
liabilities.

The cost of right-to-use sssets Includes the amount of lease liabilities recognized, initial direct
costs incurred, plus an estimate of costs 1o dismantle and remove the underlying asset or to
restore the underlying assel or the site on which it is located and lease payments made &t or
before the commencement date less any lease Incentives recelved unless the Bank is rensonably
certain to obtain ownership of the leased asset at the end of the lerse term.

The recogniced right-to-use assels are subsequently depreciated on & straight-line basis over the
shorter of itk estimated useful life and the lease term. The estimated useful lives of rdght-of-use
aisels are determined on the same basis as those of property, plant and eguipment. Alsa, the
rightof-use assets are periodically redeced by impainment losses, if any and adjusted for certain
remeasurements of the lease liahility,

Kliorr-term leases and leases of low-value aisers

The Bank applies the short-term lease recognition exemption 1o its short-term leases of property,
plant and equipment (those leases that have a lease term of 12 months or less and do not contain
a purchase option). It also spplies the lease of low-value pssets exemption to leases that are
considered of low value. Lease payments on short-term leases and leases of low-value assets are
recognised as expense on a straight-line basis over the lease term.

Lease Nabiliy

The lcase liability is initially recognised at the present value of the lease payments that are not
paid on the commencement date. The leass pavments are discounted using the interest rate
implicit in the lease if that rate can be readily determined. If that rate cannor he readily
determined, the Bank uses its incremental borrowing rate.

After initial recognition, the lease liahility Is measured by:

&) increasing the camying amount to reflect interest on the lease Hability;

b) reducing the carrying smount to reflect the lease payments made; and
¢) remeasuring the carrving amount to reflect any renssessment or lease modifications or to
reflect revised in-substance fived lease payments,
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Whers,

a) There is a change in the lease term as a resull of reassessment of certainty to exerclse an
exercise option, or not 10 exercise a termination option as discussed above; or

b} there is « change in the assessment of an option to purchase the underlying assel, assessed
considering the events and circumsiances in the comtact of a purchase option, the Bank
remeasures the lease liability to reflect changes to lease payments by discounting the revised
tense payments using a revised discount rate. The Bank delermined the revised discount rate ss
the interest mete implicit in the lease for the remainder of the lease rerm if that mte can be readily
determined.

) There is 2 change in the amounts expected to be payable under a residual value puarantee: or

d) there is a change in future bense pavments resulting from a change in an index or a rate used
to determine those payments, including a change to reflect changes in market rental rates
following a market rent review. The Bank remeasures the lease linbilities by discounting the
revised lease payments using an enchanged discount rate unless the change in lease payments
results from a change in floating interest rates. In such case, the Bank uses a revised discount
rute that reflects a change in the interest rate.

The Bank rccognises the amount of the re-measurements of lease liability a5 an adjustment to
the right-of-use assel, Where the carrying amount of the right-of-use asset |s reduced 10 zero,
and there is a further deduction in the measurement of the lesse liability, the Bank recopnises
any remaining amount of the re-measurement in profit or koss.

The Bank accounts for u lease modification as a separame lease I both:

a) the modification increases the scope of the lease by adding the right 10 use one or more
underiyving assets: mnd

b) the consideration for the lease increase by an amount commensurate with the stand-alone
price for the increase in scope and any appropriste adjustments to that stand-alone price (o
reflect the circumstances of the context.

For lease modifications that are not accounted for s o separaie lease, the Bank, at the effective
dute of the lease modification:

a} allocates the consideration in the modified contrace
b) determines the lease term of the modified lease; and

c) remeasures the lease labiliny by discounting the revised lease payments using a revised
diseount rate.

The revised discount rate is determined as the interest rate implicit in the lease for the remainder
of the lease term if that rate can be readily determined, or the lessee™s incremental borrowing
rale af the effective rate of the modification, if the interest mte implicit in the lease cannot he
rendily determined.
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Provision for staff benefiis:

2.16.7 Provision for end-of-service indemnity

Estimated amownts required to cover employees’ enid-ol-service indemnity at the date of the
statement of financial position are computed pursuant to the UAF Labour Law based on the
employees” accumilated period of service and current remuneration at the date of the statement
of financial position.

The management iz of the opinion that no significant difference would have arisen had the
liability been calculated on an actuarial basis as salary inflation and discount rates are likely to
have approximately equal and opposite effects.

2.16.2 Pension

Pension contributions are made in respect of UAE national employees to the UAE General
Pension and Social Security Authority in accordance with the UAE Federal Decree- Law No, 57
of 2023 and Federal Law No. 7 of 1999, as gppliceble for Pension and Social Security. Such
contributions are charged to profit or loss during the employees' period of service,

2L18.3 Provision for leave salary and air ticket benefTts

.17

2.18

A provision is made for estimated liability for employees” entitlement 1o annual leave and leave
passage as a result of services rendered by the employees up lo the date of the statement of
financial position. The provision relating to the annual leave and leave passage is classified and
included in other payables

Provisions

A provision is recognised in the statement of financial position when the Bank has a present
legal or constructive obligation as a result of a past event, and it #s probable thar an outflow of
cconomic benefits will be required 1o settfe the obligation and a reliable estimate can be made of
the amount of the obligation. Provisions ere determined by discounting the expected future cash
flows at & pretax rate that reflects current market assessments of the time vilue of maney and,
where appropriele, the risks specific to the liability.

Offsetting of financial instruments

Financial assets and financial liabilities ure offset and the net amount is reported in the
statement of financial position i there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to scttlc on & nel basis, to realize the assets and
settle the liahilitics simullanecusly.
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1.19 Revenue recognilion

Interest, commissions and fees

Net imterest income — Interest from all interesi-bearing assets and labilities is recognized as net
inlerest income using the effective interest method. The effective interest rate is a method of
caleulating the amortized cost of a financial asset or a fnancial Hability and of allocating the
imterest income or expense over the relevant period using the estimated fisrire cash Aows,

The estimated future cash flows wsed in this caloulation mclude those determined by the
contractual terms of the assei or lisbility, all fees that are considered 10 be integral to the
cffective interest rate, direct and incrementel transaction costs and all other premiums or
discounts. Once an impairment logs has been recognized on a loan, although the accrual of
interest in accordance with the contractual terms of the instrument is discontinued, interest
income is recognized based on the rute of interest that was wsed to discount future cash flows
for the purpose of measuring the impairment loss. This would be the ariginal effective interest
rate.

Commissions and fee income — The recognition of fee revenue (including commissions) is
determined by the purpose of the faes and the basis of accounting for uny associated financial
instruments. I there is an associated financial instrument. fiees that are an integral part of the
cifective interest rate of that financial instrument are included within the effective vield
caleulation.

However, If the financial mstrument is carried at fair value throegh profit or loss. any associated
fiees are recognized in profit or loss when the instrument is initially recognized, provided there
are no significant unobservable inputs used in detarmining irs fair value,

Fees earned from services that are provided over a specified service period are recognized over
that service period. Fees eamed for the completion of a specific service or significant event are
recognized when the service has been completed or the event has oceurred, Loan commitment
fecs related o commitments that are accounted ofi_balasce sheel are recognized in commissions
and fee income over the life of the commitment if it is unlikely that the Bank will enter into a
specific lending arrangement. [ it is probable that the Bank will enter into & specific lending
arrangement, the loan commitment fee is deferred until the origination of a loan and recognized
as an adjustment to the loan"s effective imtorest rate,

The following fee income is predominantly cemed from services that are provided over a perfod
of time: account servicing fees, cash management fees, sales commission and placement fees.

Expenses that are directly refated and incremental to the generation of fee income are presented
net in Commissions and Fee Income,

l\.-
1
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3. Significant judgments and estimation uncertainty
The preparation of the reissued financial statements in compliance with IFRS requires the
manigement lo make cstimates and assumptions that affect the reported amonntz of assets,
liabilities, income and expenses and disclosure of contingent assets and contingent liabilities.
Future events may occur, which will cousc the assumptions used in arriving at the estimates o
change. The effects of any change In estimates are reflected in the reissued financial statements
8= they become reasonably determinsble,

Judgments and estimates are continually evaluated and are based on historical experience and
ather factors, including expectations of future events that arg believed to be reasonable under
ihe circumslances.

31  Judgments:
In the process of applying the Bank's accounting policies, management has made the following

Jjudgments, apart from those imvolving estimations, which have the most si gnificant effect on the
amounts recognized in the reissued financial statemems:

LI Geing concern assumption
Management has assessed the Bank's ability to continue as a going concem and i3 satisfied that
the Bank has the rasources 1o continue in business for the foreseeable future. Furthermore,
management is not aware of any material uncertainties that may cast signifieant deubt upon the
Bank’s ability to continue as # poing concer. Therefore, the reissued financial sttements
continue to be prepared on the going concern basis,

3.1.2. Contingeneles
The Bank may be involved in Hiigations arising in the ordinary course of busineas, due to the
nature of its operations. Provision for contingency liabilities arising from litigations is based on
the probubility of the outflow of economic resources and the reliability of estimating such
outflow. Such matters are subject to many uncertainties and the outcome of individual matlers is
net predictable with assurance.

113, Classificetion of properiles
In the process of classifying properties, management has made various judgements. Judgement

is noeded 10 determine whether o property qualifies az an investment property, property and
equipment, or property held for trading or development property. The Bank develops criteria so
that it can exercise thal judgement consistently in secordance with the definitions of investment
property, property equipment, and property held for trading and development properly. In
making this judgement management considered the detailed criteria and related guidance for the
classification of properties as set out in 1AS 40, IAS 16, and LAS 2, and in particular, the
intended usage of property us determined by the management.
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fmpuairment of non=financial assefs

The Bank assesses, at each reporting date, whether there is an indication that an asset may be
impaired. I any indication exists, or when annual impairment testing for an nsset is required, the
Bank estimates the asset’s recovernble amount.

The fair value less costs of disposal ealeulation are based on available data from binding sales
transactions. conducted at arm's length, for similar assets or observable market prices less
incremental costs for disposing of the asset. The value in-use calculation is based on & DCF
model and requires estimation of the expected future cash flows from the asset (or of the cash-
generating unit) in the forecasted period and to determine  suitable discount rate in order to
caleulate the present value of those cash flows. The discount rate reflocts current market
assessments of the time value of meney and the risks specific to the asset.

Acquired goodwill and intangible assets that have an indefinite useful life are tested annually
for impairment or more often if there is any indication of impairment,

Discount rafe used for the initial measurement of lease liability

The Bank, as & lessee, measures the |case liahility at the preseat value of the unpaid leass
peyments al the commencement date. The lease payments wre discounted using the interest rate
implicit in the lease if that rate can be readily determined. If that rate cannol be readily
determined, the Bank uses its incrememntal barrowing rate

The incremental bormowing rate is the rate of interest that the Bank would have to pay 1o bomow
over 8 similar term, and with a similar securily, the funds necessary to obiain an asset of a
similar value o the rght-of-use asset in a similar economlc eaviranment.

The Bank determines its incremental barrowing rate with reference 1o its current and historical
cost of borrowing adjusted for the term and security against sueh borrowing

Measwrement of the expecied eredit foss allowance

The measurement of the expected credit loss allowance for financial sssels measured at
amortised cost and FVOC] is an area that requires the uwse of complex models and significant

assumptions about future economic conditions and credit behaviour (e.g. e likelihowd of

customers defaviting and the resulting losses). Explanation of the inputs, assumptions and
estimation lechnigues used in measuring ECL Is further detailed in Note de, which also sets oot
Key sensitivities of the EGL to changes in these clements.

A number of significant judgements are also required in applving the accounting requirements
for measuring EGL, such as:

Asgessment af significant increase in eredit risk

“The Bank monitors all financial asseis, issucd loan commitments and financial guarantee
coniracts that are subject to the impairment requirements to assess whether there has been a
signilicant increase in credit risk since inftial recognition.
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If there has been & significant increase in credit risk, the Bank will measure the loss allowance
based on lifetime rather than 12-month ECL.

In making this assessment, the Bank considers hoth quantitative and qualitative information that
is reasonable and supportable, including historical experience and forward-looking informetion
that is available without undue cost or effort, based on the Bank's historical cxpericnce and
expert credit assessment including forward-looking information.

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

For corporate lending, forward-looking information includes the future prospects of the
industries in which the Bank's counterpartics operate, obtained from economic exper! reports,
financial analysts, governmenial bodies and other similar organisetions, as well as consideration
of various internal and external sources of actual and forecast economic information. For retail
lending forward-looking information includes the same economic forecasts as corporate lending
with additional forecasts of local economic indicators, particwlarly for regions with &
concentration on certain industries, as well as intemally generated information on customer
pevment behaviour.

The Bank allocates its counterparties to & relevant internal credit risk grade depending on their
credit quality. The Bank considers the probability of default upon initial recognition of asset and
whether there has been a significant increase in credit risk on an ongoing basis throughout vach
reporting period. To assess whether there is & significant increase in credit rigk the Bank
compares te risk of a defsult occmring on the asset a5 6t the reporting date with the risk of
defiult as at the date of initial recognition. It considers available reasonable and supportive
forwarding-looking information. Especially the following mdicators are incorporated:

- interoal sk grade

- external credit rating {as far as available);

- actusl or expected significant adverse changes in business, financial er economic conditions
that are expected;

- 10 cause 4 significant change to the boarrower’s ability to meet its obligations;
- actual or expected significant changes in the operating results of the barnower;
- significant increases in credit risk on other financial instraments of the same barrower;

- significant changes in the value of the collateral supparting the abligation or in the quality of
third party guarantees or credit enhancements:

- significant changes in the actual or expected performance and behaviour of the bormower,
mchuding chonges:

(i.} in the payment status of borrowers in the Bank and changes in the operating resulis of the
borrower; and
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(ii.) macroeconomic information (such as oil prices or GDP) is incorporuted as part of the
internl rating model,

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

However, the Bank still considers separately some qualitative feciors o assess if credit risk has
imcreased significantly. For corporate lending there is particulsr focus on assets that are
included on a 'watch list' given an exposure is on & watch list once there is & concern that the
creditworthiness of the specific counterparty has deterforated.

ECLs are measured 35 an allowance equal to 12-month ECL for stage 1 nssets, or lifetime ECL
for stage 2 or stage 3 assets. An asset moves to stage 2 when its eredit risk has increased
significantly since initial recognition. IFRS 9 does not define what constitutes a significant
increase in credit risk. In assessing whether the eredit risk of an asser has significantly increased
the Bank tnkes into account qualitative and guantitative reasonable and supportable forwsard.
learking information.

Establivhing group of assels with slmiar credit risk characteristics

When ECLs are measured on a collective basis, the financial instruments are grouped on the
basis of shared risk characteristics (o2 instrument type, credic risk grade, collateral type, date
of initial recognition, remaining term Lo maturity, industry, geographic location of the borrower,
ete.). The Bank monitors the appropriatencss of the credit risk characteristics on &n ongoing
basis to assess whether they continue w be similar. This is required in order to ensure that
should credit risk characteristics change there is appropriate re-segmentation of the assets. This
may result in new portfolics being created or ussets moving (o an existing portfolio that better
reflects the similar credit risk characteristics of that Bank of assets. Re-segmentation of
portfolios and movement between portfolios is more common when there Is a significant
increase in credit sk (or when that significant increase reverses) and so assets move from 12-
month to lifetime ECLs, or vice versa, bat it can also oceur within porifolios thel continue 1o be
measured on the same basis of 12-month .or lifetime ECLs but the amount of ECL changes
because the credit risk of the portfolios differ.

Modaiy and asswmpiions oaved

The Bank uses variouws models snd assumptions in measuring the ECL of financial assets.
Judgement is applied in identifying the most appropriate model for each type of asset, as well o
for determining the assumptions used in these models, including assumptions that relate to key
driwers of credit risk.

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

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

- Losy given defal

LGD is an estimate of the loss arising on default. It is based on the differonce between the
contrectual cash flows due and those that the lender would expect to receive, tmking into account
cash flows from collateral and integral credit enhancements

3.1 Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimution uncerainty at
the date of statement of financial position, that have a significant risk of causing a material

adjustment to the carrying amounts of sssets and liabilities within the pext financial year, are
discussed below:

d.20 Usefwi life of property and eguipment
Property and egquipment are depreciated over their estimated useful fives, which i based on
expecied usage of the asser and expected physical wear and tcar, which depends on operational
factors. The management has not considered any residual value as it is deemed immaterial.

1.2.2 Corparate tax
Current Corporate Tax payable and related balances
Current Corporate Tax is defermined on the basis of the Bank's Corporate Tax computation and
is o self-assessment. Management applies judgment in determining the Bank’s Taxable [ncome
and Corporate Tax payable, including the identification and measurement of relevant Corporate
Tax adjusiments, reliefs and elections and the application of the applicable Corporate Tax rate
SIFUChure.
In addition. where upplicable, management applies judpment in determining the availubility and
measurement of foreign tax credits,

Recoverability of deferred tax assats

The recognition of deferred tax assets (including those arising from unused tax losses, tax
credits and deductible temporary differences) reguires mansgement to assess whether it is
probable thatr sufficient future taxable profits will be available and to consider the expecied
timing of reversal of temporary differcnces.

This assessment is based on forecasts, business plans and other evidence available at the
reporting date. Where the Bank has a history of recent losses, management wpplies additional
Judgement in evaluating whether there is convincing evidence that future tuxable profits will be
mvailable.
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In issessing utilisation of tax losses, management also considers key features of UAE Corporate
Tax loss relief, mcluding that carvied-forward tax losses are generally wrilised agsinst future
Taable Income subject to limits and that the ability to carry forward tax bosses can be restricted
in certain circumstances.

Interpretation and application of UALE. Corporate Tax law (uncertain tax treatments)

In the ordinary course of business, the application of tex legislation to certain transactions may
be subject to interpretation. Management assesses whether it is probable that the tax autharity
will aceept the Bank's tax treatments; where acceptance is not probable, the Bank reflects the
effect of uncertainty using the method thal better predicts the resolntion of the uncertainty
{expected valie or most likely amount), and reassesses judgments when facts and circumstances
change.

Measurement assumptions (current and deferred tax)

Current and deferred fax balances sre measured using tx rates and lows enncted or
substantively cnacted at the reporting date. Changes in tax laws, rates, interpretations,
exemptions, thresholds, elections, or the expected manner'timing of recovery of assels and
seftlernent of liabilities could affect current and deferred tax balanees in Futore periods.
Elections made in the Tax Return {where conditions are mel) can also affect the Bank's tax
position for the curent andfor future periods.
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4. Cash and balances with the Central Bank of the UAE
3LI22025  31.12.2004
AED'000  AED 000
Cash on hand 28 689 42 500
Balanees with the Ceniral Bank af the UAE:
Owernight deposil facility 1,345,652 1090000
Foreign currency account 1158 225
Reserve accounts 56,986 A4 080

LasLss 120181

The reserve requirements which are kept with the central banks of the countries in which tha
Group operates are not available for use in the Group's day to day operations and cannot he
withdrawn without the upproval of the relevant central hank. The level of reserves required
changes periodieally in accordance with the directives of the respective central banks.

L2 Due frem/to Head (MTice and its branches abroad

5.1 Due from Head Office and its branches abroad
31122025 31.12.2024
AED 000 AED ‘000
Hend Office 139,028 222,868
Branchey abroad 353 228
239 381 223,096

52 Due to Head Office and lis branches abroad

3L122025 31122004
AKD 080  AED 000

Heed Office 452,567 521,501
Branches abroad 174,414 175,688
626,981 697,189
i ——————

This includes placement of an under-lien deposit amounting to AED 103 million as on 31
December 2025 {2024 AED 103 million) on a six-monthly rall over basis.
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. Due from/to other banks
LIRS 21122034
AED 000 AED 000
6l Dme from other banks:

Dwe from ather banks abroad:

MNostro accounts 4,788 4,476
Call deposits 650 649
Term loans 999,473 951,035

1,004,211 958,060

2L.12.2028  31.12.2024
AED '000  AED “000
6.2 Due 1o other banks:

Due to other bunks abroad:
Current accounis B11.458 803,237
Term loans 638,003 484 | B3
LSSt 129720

A Export bills discounted for Tranian banks abroad

AED 'MW AED (00
Ciross amount of loans and advences 3.B65 3.B65
Less: Expected credit loss (3,865) (3,865)

This balance is doe from Iranian hanks abroad, represening amounts due on the expor hills
issued by them and discounted by the Benk for its customers.
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g Loans and advances to customers

L1203 31122034

AED "H00  AED 000

Owerdrafis 6494988 242,905
Bills/cheques discounted 243,773 200,042
Term loans 1.228.021 1.682.074
Customer liabilities paid® 383,676 316,211
Loans ageinst trust receipis 234,555 364,743
Gross amount of loans and advances 5,785,013 10,104,877
Less: Loss allowance (Note 8.3) (3,513,901) (3295616)
Intercst in suspense (3566 440) (4.233.271)
Net amount of loans and advances ﬁ?ﬂﬂ?! 2.576,000

*This amowt relates to the payment against documents for customer liabhifities.

The Head Office of Bank Saderat fran, incated in Iran- UAE Branches, has appoinied qualified
valvers to conduct an independent valuation of these collaterals. The fair value of collaterals as
at December 31, 2025, of properties and other collaterals pmounts 1o AED 2,856 million a3 on
i1 December 2025 (2024 AED 6,333 million). Furthermore, the Head Office has assumed
responsibility for the risk arising from fluctuations in the market value of these properties and
arsets,

Interest in suspense represents accrued fnterest on loans and advances that is nol recognised in
profit or loss in accordance with CBUAE Circular No. 282010, Amounts in interest in
suspense arc recognised in profit or loss only wpon cash recovery, and any unrecoverable
amounts are written off in ling with the Bank's credit palicies,

8.1 Loans and advances to cestomers - by economic sector
122035 31.12.2024
AED 000  AED "000

Wholesale and retail rade B, 721H15 B.O&5,1T7
Canstruction I58.4%0 352,770
Mining and guarrving 170317 169,844
Services 806,403 §25,794
Personal loans 45,070 40,326
Manufacturing 638861 596,701
Transport and communication 7837 6.841
Financial institutions 37,020 47474

III'.l'I:FEq-HEr 10,104,977

N
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8.2

B3

A4

Loang and advances to customer - by geographical arca

Within UAE
Islamic Republic of ran

Movements in boss allowance against boans and advances

Balance at the beginning of the year
Allowance provided during the vear (Note 25)
Amounts released during the year (Mote 25)
Amounts written off durlng the year

Maovements in intercst in suspense

Balance at the beginning of the year
Tnierest suspended during the year

Amounts released/recovered during the vear
Amounts written off during the vear

(dther nssers

Accrued inferest
Prepayments

Dreferrad tax assets (Note 9.1)
VAT receivable

Oithers

Less: Loss allowance against other assets (Note 9.2)

31122025  3L12.2024

8532826 9,853,680

252,187 251,238
785,013

10, 104,977
e —

L1205 31.12.2024
AED ' AED "000
3285616  3.419,025

451,564 75,059
(233,275) (238.158)
- 39,690

SLI2.2825  31.12.2024
AED 000  AED 000
423321 4311986

22,434 21,097
(17,827) (36.466)
(671,038) (64.348)
3,566,840 4233271

L122023 31122024

AED 000  AED 000

28,134 27,0035
3,161 2513
1305,757 1,363,951
B9l <28
8,169 12,191
1346,104 1405883
{182) (5,573)
Idﬂﬁ 1400315
AL,
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9.1

9.2

The Bank evalustes deferred tax sssets on the hasis of deductible temporary differences
available. A deforred tax asset related to unosed wax credifs is recognized only when it is
considerad prohable that suffickenl fulure taxable profits will be available to utilize the credils.
Management expects that the loss allowance provisions on [oans and advances may be reversed
in firture peviods, enabling the Bank to realize the related tax benefits on currently disallowed

provisions.

Movements in deferred tax assets

Balance at the beginning of the year
Write down during the vear
Balance at the end of the year

Movements in loss allowance against other assets

Balance at the beginning of the year

Amounts written off during the year
Balance at the end of the year

3L12.23025  31.12.2004
AED '000  AED "000
1,363,951 | 422 094

(58,194)  (58,14%)
1305757 1,363,951

31.12.2 31.12.2004

AED 000  AED "000
5573 5,573
(5.391) *
182 5573
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1L

13,

Right of use assets
JL13.2025 31122024
AED'000  AED 000
Building;
Halance at the beginning of the year (carrving amount) 23411 26,201
Additions during the year 1,219 1,613
Liess: Depreciation for the year (4,457) {4.403)
Balance at the end of the year (carmying amount) 20,173 23,411

The Bank has lease contracis for premises for its branch offices in Dubai, Abu Dhabi and Al
Aln. The mansgement has assumed s lease period of ten vears for the premises, despite
contractual period of one year. The lease liability hos been measured by discounting fixed lease
payments using an incrementul borrowing rate of 6.4% for the year ended 31 December 2025,
All leasc payments are an a fixed repayment basis, and no arrangements have heen entered into
for the additional contingent rentzl payments.

Deposits from eustomers

31.12.2825 31.12.2024
Ciirrent accounts 135,686 197,050
Saving accounts 92,145 | (B2
Dreposit acéounts 1,680,750 1,991 626
Margin accounts 13,098 13,904

1,921,679 2312442
—

Margin accounts and deposits held under lien as security for loans and advances and off-bafance
sheet commlitments us at 31 December 2025 amounted to AED 146 million (31.12.2024 : AED
195 million).

Provigion for employees® ead of service benellis

ILI22038 31122024
AED 000 AED 000

Balance at the beginning of the vear 24,500 22282
Provided during the vear 1,289 1313
Paid during the year (57) (95)
25,722 24,500

lir_\_-,‘\h.

)
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14, Provision for laxation
2L13.2025 31.13.2024
AED "N AED "000
Balance at the end of the year 300 IEI-EISI

Following the recognition of additional expected credit loss allowsnces amounting to AED 450
million in these reissued financial statements, mansgement reassessed the Bank's taxsble
income for the year ended 31 December 2025. Based on the revised results and management’s
current interpretation of the UAE Corporate Tax Law, no UAE corpomate tax charge has been
recognised for the year, subject to final filing and acceptance by the Federal Tux Authority.

The corporate tax provision of AED 18 million recognised in the previously approved financisal
stutements has therefore been reversed in these reisswed financial statements. The remaining
provision for taxation represents Emirate level tax obligations assessed by management as
payable as at 31 December 2025.

141 Current tax lability:
31.12.2008  31.12.2034
AED 080 AED "000

Balance at the beginning of the year 16,951 16,975
Provided during the year 500 11846
Written back during the vear (Note 22) - [1OLERTY
Prior yeer tax adjustment made during the year 104 -
Paid during the vear (17,055) {D8Y)
Halance at the end of the year 200 16,951

142 Reconciliation berween tax expense and nccounting profit
S1.12.2025 31.12.2024
AED 000 AED 000
Reconcilintion of tux expense

Profit before 1ux (297.447) 73,7594
Adjustments for tax purposes - 38,200
Tax hase 297,447 l]‘:iﬂ'!?-i
Cuarrent tax

Corporate tax at the applicable rate of 9% - 11,846
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15.

16.

17.

18,

Other labilities
L12.2025 31122024

AED 000 AED 000

Interest payable 22,506 34,969
Chibers 14,498 17,040
37,004 32,015

The above balance is afler derecognition of certain long outstanding balances amounting to AED
264 million. As explained in Note 38, manapement reassessed these balances based on available
records, reconciliation procedures und the underlying nature of the ohligations, and concluded
that no present obligation existed as at 31 December 2025, Accordingly, the balances were
derccopnised and recognized as other income during the year (Note 22).

Lease lishilities
3L12.2025  31.12.2024
AED 000  AED 000
Balance as at the end of the year 19,440 22157
Statutory reserve

In accordance with the Bank’s Articles of Association, and in compliance with Federal Decree-
Law No, (32) of 2021 on Commercial Companies, 8 minimum of 10% of profit is transfermed
anon - distributahle legal and statutory reserve until such time as this reserve equals 50% of the
Bank's issued capital. This reserve is not available for distribution.

Impairment reserve under the Central Bank of the UAE (CRUAF) guidance

AS per the Credit Risk Management Standards (CRMS) issued by CBUAE, Credit Risk
Management Regulation and secompenying Standards, The banks must ensure that the total
provision corresponding to all Stage | and Stage 2 exposures is not less than 1.50% of the Credit
Risk weighted assets as compuied under the CBUAE capital regulutions. Where the enllective
provisions held are lower, the shorifall may be held in g dedicated non-distributable balance
shect reserve called the “impairment reserve-genernl”. The amount held in the impairment
reserve=geneml must be deducted from the capital base (Tier | capital for Banks) when
computing the regulatory capital.

Non-distributable impairment reserve - general

AED 000
Minimum provision for Stage 1 and 2 as per CBUAE requirements 7,103
Less: Stage | and 2 impairment provision taken against income (626,518)
Excess of IFRS 9 provision over CBUAE minimum (559.415)

e I
: N
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19,

1.

nlm meral

Balanee of impairment reserve - general as ai | January 2024
Add; Non-distributable reserve during the year

{Impairment reserve-general )

Balance of impairment reserve - general as at 31 December 2024

Balance of impairment reserve - general as at December 31, 2025

AED "000
fifi, 334
573
66,907
66,907

No additional transfer was made to the impairment reserve- general as the Stage | and Stage 2

allowance exceeded the applicable minimum requirernent,

Imterest income

Interest neome on:

Loans and advances 1o customers

honey market and interbank trensactions
Others

Interest expense

Interest expense on:
Customer deposits
Deposits from financial instiutbons

Nt fees and eommission income

Fees and commission ineome
Fees and commission expense

Xearended Year epded
31122025 31.12.2024
AED 080 AED 000
34257 12,907
91,129 77416

= 1]

125,386 00,423
—_——

Year ended Year ended
311220825 31.12.2024
AED 000  AED 000
50,232 T2HTY
17,157 17.6H4
76,389 o0 563
Yearended Year ended
1.1 5 3L12.2024
AED "800 AED 000
1,198 |, 508

{17) {18)

1,181 | 460
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11

Other income

Yearemded  Yoear ended
SL12J025 31123024
AED '000  AED 000

Fareign exchange income 7 951 =
Rental income 3314 2043
Banks charges L ) 9
Excess provision written back (Mote 14.1) - ILEEI
Miscellaneous ineome H.ddip 2934
19,747 | 5,867

Ag explained in Note 38, miscellaneous income includes an amount of AED 2,64 million arising
from the derecognition of certain long outstanding balances previously recorded under Other
liahiliies (Note 15). Management reassessed these balances based on available records,
reconciliation procedures and the underlving nature of the obligstions, and concluded that ne
present obligation existed as at 31 December 20235, This amount was recognised as part of the

adjustments made in connection with the reissuance of the financial siatements.

General and administrative expenses

Year ended
S1.12. 2034
AED "0
49,818

353

3622
9,171
4,225
2,474
4,403
3,131

184

7,244

Yeare

S1.132. 5
AED ")
Employee costs (Mote 24) 60,487
Operating lease expenses 309

Foreign exchange loss -
Manggement fees (Mote 26) 9,503
Repair and mamienancs 4,743
Depreciation of property and equipment (Mote 10) 2,583
Depreciation of right of use assets (Note 11) 4457
Utilitics 3,130
Insurance 161
Other expense 5430
0,803

Emploves cosis

Year ended
2L12.20235
AED "008
Salaries and wages 497
Other benefits 19,990

#4845

A48T
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25

26,

Net impgirment reversal on loans and advances
Xear ended Yesr ended
LIZ2O2S 31122024

AED 000 AED 000

Beversal of excess provisions (Note 8.3) 233275 274,624
Impairment losses (Note 8.3) (451,560) {75,059}
!2 ﬂﬁi |54 565

e er——

Related party balances nnd transactions
Related partics include the Head Office, key management personnel, DNrectors and entities
which are controlled directly or indirectly by the Head Office or Directors or over which they
exercise significant management influence. Balances and transactions between the Benk and its
reluted parties are described below. Transactions with related parties were entered into on terms
agreed between lhe management and its related parties. Such tramsactions arc entered with
related parties on terms and conditions approved by the management and the Head Office of the
Bank,
The following were the material balances cutstanding at the end of the year;
Drue from refated parties
2L.12.2035 31122024
AED 000 AED (N0

Loans and advances 155,644 324,648

— ——— ]
[Due from Head Office and its branches abroad (Mote 5.1) 139,381 223,096
Outstanding balance of loans of key management personnel 152 252
Interest on suspense on related party exposure 191,413 | &6, 036
Due to related pariies

3122028 31122004

Dwe to Head OfTice and its branches abroad (MNote 5.2) 616,951 697,189
Customer deposits 239 583

The following were the material mensactions entered into with related parties during the year;

Year ended  Year ended
3L12.2024 31122024

Management fees (Note 23) 9,593 g.371
Compensations of key management parsonne| 3412 2,824
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27, Contingent liabilities and commitments
The contractual amounts of the letters of credit and guaramtees commit the Bank to make
peymenis on behalf of customers contingent upon the cusfomer satisfying the terms of the
contract. The contractual amounts represent the credit risk. assuming that the amounts are fully
advanced, and that any collateral or other security is of no value. However, the total conteactual
amount of commitments does not necessarily represent future cash requirements since many of
such commitments will expire or terminate without being funded.
The loen commitments represent the contractual commitments to make the loun, These generally
have Fixed expiry daies or other termination clanses amnd require payviment of a fee. Sinee
commitments may expire withoul being drawn down, the total contract amounis do not
necessarily represent fiture cash requirements.
The Bank has the fallowing credit related commitments:
=L13.2035 31122024
AED M0 AED "G00
Letter of guarantee 17422 41,410

28, Regulatory large exposure limit - Head Office
As ot 31 December 2025, the Bank's fimded cxposure to Head Office and its branches abroad
amounted to AED 2394 million (31.12.2024: AED 223.1 million). In sccordance with the
Central Bank of the UAE (*CBUAE") Large Exposures Regulation, funded exposwres of
branches of foreign banks to their Head Office and other branches abroad are subject 1o a
maximum limit of 30% of Branch Capital. As at 31 December 2025, the Bank's funded exposure
to Hend Office and its branches abroad exceeded the applicable regulatory Hmit of 30%,
In addition, as ot 31 December 2025, the Bank's exposure to & specific single bormower [ group
of connected counterparties exceeded the applicable regulatory lrge exposure limit of 25%,.
The Bank maintains a cash deposit under lien from Head Office amounting o AED 103 million,
which is subject to restrictions and may only be released with the prior approval of the Central
Bank of the UAE ({"CBUAE"). Management has also considered the applicability of the
ransitional  relief  provisions communicaled by  the CBUAE  under reference
CBUAE/BSDV2020/4769 dated 27 Oectober 2020 in relation to the Bank's large exposure
position.
Management continues to monitor the Bank’s large exposure positions and is in the process of
wking appropriate remedial actions to regularise the exposures within the applicable regulatory
limits. These actions include continued monitoring of counterparty exposures, recovery of
putstanding dwes, resiricting further exposure build-up and engaging with relevant stakehalders,
As nppropriate,
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The Regional Manager has overall responsibility for the oversight of the risk management framework
for the Bank. There are established detailed policies and procedures in this regard along with high-
powersd senior managemenl commilices fo ensure adherence to the approved policies and close
monitoring of diffevent risks within the operations of the Bank.

The Credit Commuttee, Assets and Liabilities Committes (ALCO) and Invesiment Commitiee work
under the mandate of the Regional Manager to set up risk limits and manage the overall risk. These
Commitiees approve risk management policies of the Bank developed by the Risk Management
Deperimeont.

The Risk Management funclion is independent of the business. It i responsible 1o develop credit,
market and operational risk policies. Risk Managers are delegated authority within the sk
management framework to approve credit risk transactions. Risk Management Department also
manitors market and operstional risk. The Credit Risk Unit within Risk Management Department is
responsible to develop and validare financial risk models for risk rating.

Aundit and Compliance is an independent department which is responsible to review the risk policics,
risk exposures and the risk managing and manitoring frame work.

Treasury

The Treasury is responsible for managing the assets and liabilities of the Bank and its overall
financial structure. It is also primarily responsible for the funding and liquidity risks of the Bank.

Internal sndit

Risk management processes throughout the Bank are sudited periodically by the Internal Audit
funetion that examines both the adequacy of the procedures and the complisnce by the Bank of these
procedures. Internal Audit discusses the results of all assessments with management and reports its
findings and recommendations to the Regional Manager.

Risk

Monitaring and controlling risks is primarily performed based on limits established by the Bank. These
limits reflect the business strategy and market enviromuent of the Bank as well as the level of risk that
it is willing to secept, with additional emphasis on selected industries. In addition, the Bank monilors
and measures the overall risk-bearing capacity in relation to the aggrepate risk expesure across all risk
ovpes and activities

Information compiled from all the businesses is examined and processed in order to analyse, control
and identify early risks. This information is presented and explained to the Regional Manager, the Risk
Committee and the Head of each business division. The report includes aggregate credit exposure,
hold limit exceptions, liquidity ratics and risk profile changes, On a monthly basis detailed reporting
of industry. customer and geographic risks take place. Semor management assesses the appropriateness
of the allowanee for credit osses on a quarterly hasis,

The Regional Manager receives a comprehensive credit risk report once a quarter which is designed 1o
provide all the necessary information to assess and conclude an the credit-related risks of the Benk.
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For all levels throughour the Bank, specifically tailored risk reports ure prepared and distributed in
erder to cmsure that all business divisions have access to extensive, necessary and up-lo-date
information.

A daily briefing is given to the Regional Manager and all other relevant members of management of
the Bank on the utilisation of market limits, proprietary investments and liquidity, plus any other risk
developments.

Risk mitization
As part of its overall risk management, the Bank uses derivatives and other instruments to manape

exposures resulting from changes in intercst rates, foreign currencies, equily risks, credit risks, and
exposures arising from forecast transactions,

The Bank actively uses collateral to reduce its credit rishs.

Excessive risk concentration

Concentrations arise when a number of coumterparties are engaged In shnilar business activities, or
activities in the sume geographic region, or have similar economic features that wonld cause their
ability to meet contractual obligations 1o be similarly affected by changes in economic, political or
ather conditions. Concenirations Indicate the relalive sensitivity of the Bank's performance to
developments affecting a particular indusiry or geographical location.

In order to avoid excessive concentrations of risk, the policies and procedures of the Bank include

specific guidelines to focus on maintaining a diversified portfolio. Identified concentrations of credit
risks are contralled and managed accordingly.

i) Crodit risk management

The Regional Manager has delegated responsibility for the msnagement of credit risk o s Credit
Commimnee and the Credit Risk Management Department. Their responsibilities include:

a) Permulating credit policies in consultation with business units, eovering cellateral requirements,
credit assessment, risk grading and reporting, documentary end kegal procedures, and compliance with
regulatory and statutory requirements.

h) Establishing the authorization strocture for the approval and resewal of credit facilities,
Authorization limits are allacated to business unit Credit Officers. Larger Tacilities require approval by
Head office Credit Facilities Committee, Head of Credit Facilitics or Regional Credit Facilities
Committee

¢) Reviewing and assessing credit risk: Credit Facility Department and Risk Management Department
assess all credit exposures in excess of designaied limits, prior o facilities being commined
customers by the business enit concerned. Renewals and reviews of facilitics are subject o the same
revicw progess.

d) Limiting concentrations of cxposure to counterparties, geographies and industries (for loans and
advances o customers), and by issuer, credit rating band, market liquidity and comtry (for investment
securities),
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¢} Developing and maintaining the Bank's risk grading in order to categories exposures gecording ©
the degree of risk of financial loss faced and to focus management on the amendant risks. The risk
grading system is used in detcrmining where impairment provisions may be required against specific
credit exposures. The responsibility for setting risk grades lies with the final spproving
execulivercommitice as approprinte, Risk grades are subject to regular reviews by Credit Facility
Department, Branches and Risk Management Department.

t) Reviewing compliance of business units with agreed exposure limits, including those for selected
industrics, country risk and produet types. Regular reports are prowvided to the Regional Credit Facility
Committee on the credit quality of local porifolios and appropriate corfective action is taken.

g} Providing advice, puidance and specialist skills to business units o promote best practice
throughout the Branches in the management of credir risk.

Policies relating to eredit are reviewed and approved by the Regional Credit Faeility Committes, All
eredit lines are approved centrally for the Bank in sccordance with the credit policy set out in the
Credit Policy Manual, In addition, whenever possible, loans are secured by acceptable forms of
collateral in order to mitigate credit risk.

The Bank further limits risk through diversification of assets by geography and indusiry sectors.

All eredit facilities are sdministered and monitored by the Credit Facility Department. Periodie
reviews are conducted by the Credit Officer and also by Credit Facility Department.

Cross burder exposure and financial institutions exposure limits for money mirket and treasury
aclivities are approved es per guidelines estublished by the Regional Credit Facility Committes and are
memitered by the Risk Management Depariment.

Commercialinstitutional lending

All credit applications for commercial and institutional lending are subject to the Bank's regicnal
eredil policies and to regulatory requirements, as applicable from time to time.

ANl credit lines or Tacilities extended by the Bank are made subject to prior spprovel pursuant to a
delegated signature authority system under the ultimate authority of the Credit Facility Commitiee or
the Regional Manager.

The management of the Bank has established counfry limits for cross border risk. Individusl country
limits arc defined based on a detailed credit policy defining sceepiable country credit risk exposure
and evaluating and controlling cross border risk. These limits are regularly reviewed by the Bank’s
regional eredit risk management and periodically by the Credit Facility Commities.

Retail lending

Each retail eredit application is considered for approval according 1o & product program, which is
devised in accordance with guidelings set out in the product policy approved by the Regional Credit
Fagility Commitree. All approval authoritics are delegated to the Credit Facility Commitree by the
Regional Manager. Different authority levels are specified for approving product programs and
exceptions thereto, and individual loansieredits under product programs. Esch product program
codlame detailed credit eriteria (such as salary multiples, bank statement, age, residency, efc.) and
regulatory, compliance and documentation requirements, as well as other operating requirements,
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Maximum exposure to credit risk without taking account of any collateral and other credii
enhancements

The table below shows the maximum exposure 1o credit risk for the components of the statement of
financial position, including derivatives. The maximum exposure is shown gross, befoce the effect of
mitigation through the use of master petting and collateral sgreements and provisions held in the books.

Notes Gross maximom cxposure

sl 2035 3LI2.2004
AED 000 AEDO)

Balances with the Central Bank of the UAE 4 1,431,552 1,159.314
Due from Head Cffice and i1s brunches abroad b | 239,381 223,09
Due from other banks 6.1 1,004,911 238,060
Loans and advances 10 cusiomers & 8,785,013 10,104,577
Diher assels - net G 36, 302 39,1094

11,497,159 | 2,484,643
Contingency liabilities 27 17,422 41,410

IIEI d&l 12 3260053

Concentration of risk by geographical region and by industry sector:

Gross maximum exposure

SL12.2025  3LI22024

Geapraphic regions AED WH) AEDTOD
Middle cast 10,059,670  11.100,547
Iran 1,450,170 1,395,200
OECD counlries 4,741 30,306

ll.ﬁldlﬁl 12,526,033

Girpss maximum exposure
L1238  3LI32034
ALL W AEDDO0
Industry sector
Whaolesale and retail trade 6,721,815 B.065,177
Construction 584N 352,770
Miming and quarrying 170317 164,894
Services 306,403 825,794
Personu! loans 45,070 40,326
Munufacturing G361 596,701
Transport and communication T037 6,841
Financial institutions 37,020 47,474

8,785,013 10,104,977
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Bank Saderat Iran
United Arab Emirates Branches

Notes 1o the reissued financinl statements for the year ending 31 December 2025 feoniimed)

Caollatersl and other credit enhancements

The amount and type of collatersl required depends on an assessment of the credit rsk of the
counterparty. The credit manual contains guidelines regarding the acceptability of tvpes of collateral
and valuation parameters. The main types of collateral obtained arc cash, securities. charges over real
estate properties, inventory, trade receivables and guarantees - both comorate and persanal.

The Regional Credit Committes monitors the marked value of collateral, if neaded in accordance with
the underlying agreement. The estimates of falr values are gencrally not updated except when a loan is
individually assessed or impaired. Collarerals are usually not held ggainst amounts advanced 1o benks,
It is the policy of the Bank to dispose off repossessed properties in an orderly fashion. The proceeds are
used to reduce or repay the outstanding claim. In general, the Bank dues not ocoupy repossessed
properties for business use.

Collateral and other credit enhancements — mortgages (geographic concentration)

The Bank®s mortgage portfolic is primarily secured by real estate collateral. Collateral is valued based
on appraisals and is subject 1o periodic review. In determining expected credil losses, the Bank
considers the nature, location and enforceability of collmeral, including expected time-o-realise,
recovery costs and appropriate haircurs/dizeounts.

Asat 31 December 2025, approximately T0% (2024: 92%) of the Bank's mortgage collateral, based on
appraised collnteral value, is locared in Iran. Collateral realisation is typically effected through sale in
Iran, with proceeds routed via Head Office to the UAE. The realisation and transfer of proceeds may be
subject to sanctions-related and other operaticnal restrictions, which may increase uncertainty over the
timing and amount of recoveries. Management has reflected these factors in the Bank's impairment
assessment through the assumptions applied in estimating recoverable amounts (including expected
time-lo-realise, recovery costs and discountshaircims), as applicable.

Credit review procedures and loan classification

The Internal Audit Depariment of the Bank undertakes an independent quality evaluation on a regular
basis in conformity with the guidelines of the Central Bank of the UAE ("CBUAE"™ and internal
purlicies in order to assist in the carly identification of accrual and potential performunce problems.

If a credit is overdue for 90 days or more, interest is suspended and is not credited to income. Specific
allowsnce for impaiiment of classified assets is made based on probuble recoverability of outstanding
and rigk ratings of the assets.

Internal risk rating

The Bank vses specific internal credit risk rating models tailored to various industry segments /
counterparty, Borrower and loan specific information collected at the time of application {such as
fingncial condition, level of collaterals, condition of the market and husiness segment of customer,
reputation of the customer and its owners, management and conduet of sccounts) is fed into this rating
model. This is supplemented with extemnal data input into the model.
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These risk rating have been mapped into ECL Stages which are defined below:

Stage Grade

Stage | Aa+t, Ab+, Act, Bat, B+, Bet, Cart, Ch, Cet

Stage 2 As, Ab, Ac_ Ba, Bb Be Ca Cb, Cg

Slage 3 Aa-, Ab-, Ac-, Ba-, Bb-, Be-, Ca-. Ch-, Ce-

The grades above are defined as a combinetion of component of grades derived from various ranges allo

Stage Grade

Stage |1 As+, Ab+, Ac+, Bat, Bb+, Bet, Car, Clt, Cot

Stage 2 Asn, Ab, Ac, Ba, Bb, B, Ca. Ch, Ce

Stage 3 Ag-, Ab-, Ac-, Ba-, Ab-, Bg-, Ca-, Ch-, Cic-

Group Component of grade Range

Capecity risk A 65-100
B 30-64
C 0-22

Performance risk L 63-100
b i0-64
[ 0-29

Credit risk - 0-29
A 65-250

S =64
Expected eredit loss measurement

The estimation of eredit exposure for risk management purposes is complex and requires the use of
models, as the exposure varies with changes in market conditions, expected eash flows and the passage
of time. The assessment of credit risk of a portfolio of assels entsils further estimations s to the
likelihood of defaults occurring, of the sssociated loss ratios and of default correlations between
counterparties. The Bank measures credit risk using Probability of Default (PD), Exposure at Default
{EAD)Y and Loss Given Defmlt (LGD). This is similor 10 the approach used for the purposes of
measuring Expected Credit Loss (ECL) under IFRS 9.
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Notes to the reissned financial statements for the year ending 31 December 2025 fcomiinmned)

IFRS 9 Impairment model uses a three-stage approuch based on the extent of credit deterioration since
origination:

* Siage I- (Performing Assels)

Loans that are performing normally, with no significant credit deterioration, Expected Credit Loss
(CEL) is measured over the next 12 months for all stage | financial asscts that have not experienced a
significant increase in credil risk (SICR) since their origination and are not eredit impaired. The ECL
will be computed using a 12-moath PD that represents the probability of defuult occurring over the next
12 months,

For those assets with a remaining maturity of less than 12 months, 2 PD is used that corresponds o
remaining maturity. This Stage | approach is different than the current approach, which estimates a
coliective allowance to recognize losses that have been incurred but not reparted on performing loans.

= Stape 2 - (Under Performing Arsets)

Loans that have seen a significant increase in credit risk but have not yet defauhed. The expected credit
loss is caleulated over the lifetime of the loan, and exposure will be considered in Stage 2. This requires
the computation of ECL based on lifetime PD that represents the probability of default OCCUTTing over
the remaining estimated life of the financial asset. Provisions are higher in this stage because of an
increase i risk and the impact of a longer time horizon being considered compared to 12 months FCL
in Stage 1.

* Stuge 3 - (Nom-Performing Assets)

Financial assets thai have ohjective evidence of impairment will be included in this stage, Similar to
Stage 1, the allowance for credit losses will continue to capture the lifetime expected credit losses,
Slage Asvessomeent

Staging assessment of the Bank Portfolio performed at the end of esch reporting period. At the end of
each reporting period, a list of the respective stage allocations for the loan book should be provided Lo
the credit commitiee of the Bank for their review and financial assets to be allocated into the respective
slage based on their respective risks of defanlt and ECL is caleulated accardingly:

Stage | — exposures which have not had a SICR (12 months ECL).

Stage 2 —exposures which have had a SICR but not considered credit-impaired (Lifetime ECL).

Stage 3 — exposures considered lo be credit-impaired, including originated credit-impaired financial
asgets (Lifetime ECL).

A Risk Transition Matrix assessecs the likelihood that a borrower will transition between different stages
of credit quality over time, DPD (Days Past Due) bucketing categorizes exposures based on the length
of time the borrower has been overdue in making payments. These exposures are considered in defauli
when:

i} The borrower is 90 doys past duc (DPD 90+,

il) The borrower is insclvent (unable o pay debts).

i) The borrower is decensed.



Bank Saderat Iran
United Arab Emirates Branches
Notes to the reisswed financial statements for the vear ending 31 December 2025 (conrnued)

iv)There's a breach of covenant (violation of the terms of the loan agreement),

These events indicate a significant deterioration in eredit quality, so the exposure is transferred 1o Stage
3 (defaulted exposurcs)

Significant increase in credit risk

The Bank considers a financial asset 1o have experienced a significant increase in credit risk when a
significant change in one year probability of default cecurs between the origination date of a specific
facility and the IFRS @ ECL run date.

Chaggntfative criferia
If the barrower experiences a significant increase In probability of defanlt which can be triggered by the
(ollowing guantitative Tactors:

= Past Due

= Met Worth

= Erosion Fraudulent Activity

= Distressed Restructure

* Financizl Covenants Breach

» Significant Operations Disruption
* Operating Performance

* Operuting EMiciency Dehl Serviee
* Debt Service

* Liguidity Assessment

« Capital structure

Chualitative criferia:

It the barrower experiences a significant increase in probability of default which can be triggered by the
following qualitetive factors:

= Manageiment

= Industry Outlook

* Financial Conduct

* Income Stability

« Lifecycle Stage

* Anditor Information

The Bank has not used the low credit exemption for any financial ivstruments in the vear ended 31
December 31, 2023,

Backstor:
If the borrower is more than 60 days past due on its contractual pavments, a backstop is applied and the
lnancial asset is considered to have experienced a significant increase in credit risk.

Forward-looking information incarporated in the ECL models
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Bank Sadersit Iran
United Arabh Emirates Branches

Notes to the reissued financial statements for the year ending 31 December 2025 (comtinusd)

The assessment of SICR and the ealeulation of ECL bath incorporate forward-looking information. In
particular, when assessing expected credit losses, the analysis of macroeconomic and financial fagtors,
expected risks and dynemics are taken into account ie., the PD is predicted by using past event, current
conditions and future outcomes. The Bank has performed historical analysis and identified the key
ccomomic variables such as GDP growth, unemployment, inflation, ail prices cte., impaciing credit risk
and cxpected credit losses for each porifolio. The inpurs and models used for calculating expected
credit losses may not always caplure all characteristics of the market at the date of the reissued financial
statements. To reflect this, qualitative adjustments or overlays are made us systematic adjusiment using
expert credit judgment on the basis of information available from credible sources.

As with any cconomic forecasts, the projections and likelihoods of securrence are subject 1o a high
degree of inherent uncertainty and therefore the actual oulcomes may be signifieantly different to those
projected. The Bank considers these forecasts o represent its best estimate of the possible outcomes
and hes analysed the non-linearities and asymmetries within the Bank's different portfolios to establish
that the chosen scenarios are appropriately representative of the range of possible seenarios.

OFff balance sheel

The Bank applies the sume risk management policies for off balance sheet risks s it does for its on
balance sheet risks, In the case of commitments to lend, customers and counterparties will be suhject o
the same credit management policies as for loans and advances. Collateral may be sought depending on
the strength of the counterparty and the nature of the transaction.

i) Liquidity risk
Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations from its financial
liahilities at 4 given point in time.

Management of liguidity risk

The approach of the Bank towards managing the liquidity is to ensure, as far as possible, thar it will
always have sufficient liguidity to meet its liabilities when due, under both normal and stressed
conditions. without incurring unecceptable losses or risking damage to the reputation of the Bank.
Treasury receives information from other business unirs regarding the liquidity profile of their Gnancial
asscls and liabilities and details of other projected cesh flows arising from projected fulure business.
Treasury then maintains a portfolio of short-term liguid assets, largely made up of loans and advances
1o banks and other inter-bank facilities, to ensure that sufficient liquidity is maintained within the Bank
as a whole. The liquidityrequirements of busmess umits and branches are met through short-term loans
from Treasury to cover any short-term fluctuations and longer term funding to address any structural
liquidity requirements,
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Assets Ligbility Commitiee (ALCG)

ALCO has o broad range of authority delegated by the Regional Manager tv manage the asset and
liability structure and funding strategy of the Bank. ALCO meets on a quanterly basis or more aflen as
vircumstances dictate 10 review liquidity ratios, asset and lishility structure, interest rates and foreign
exchange exposures, intermal and stanmory rtio requirements, funding gaps and general domestic and
imtermational economic and financial markel conditions, ALCO formulases liquidity risk management
guidelines for the operation of the Bank on the basis of such review,

Exposure af liguidly risk

The key measure used by the Head of Risk, Head of Accounts and the Head of Dealing Department for
managing liquidity risk is the ratio of net liquid assets to deposits from eustomers. For this purpose net
liquid assets are considered as including cash and cash cquivalents less any deposits from banks, other
borrowings and commitments maturing within the next month. A similar, but not identical, calculation
15 used 1o measure the compliance by the Bank with the liquidity limit estblished by the regional
management,

The other indicators closely monitored on regular basis are Advances to Deposit Ratio, Uses 1o stable

resources ratio. For all the measures, benchmarks are set and same are reviewed hy ALCO on a regular
hasis.

Mitigating Hyatdity risk

The Treasury and Marketing of the Bank is responsible for mitigating liquidity risk by implementing
liquidity stratcgics such as diversification of types of investorsidepesitors Including wholesale
customers and trading companies. Further, the Bank enfers into exposure with other lranian Banks
under refinancing facilities which are backed by the Central Bank of lran. The Bank closely monitors
the global view in respect of sanctions levied by the UN and has developed strategics and business
continuity plans that should ensure that the business and liquidity of the Bank are not at risk. The
Treasury regularly monitors the liquidity status of the Bank.

Anafysis of financial Lizbilities by remaining comtractuel marurities

The table below summarises the maturity profile of the financisl lisbilities of the Bank at the yearend
based on contractual undiscounted repayment obligations. Repayments which are subject to notice are
treated a5 if notice wers to be ziven immediarely. However, the Bunk expects that many customers will
not request repayment on the eurlies! date the Bank could be required 1o pay and the table does not
reflect the expected cash flows indicated by the deposit retention history.
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Notes to the reissued financial statements for the year ending 31 December 2025 (carntinued)

Interest rate risk management

Interest mic risk ariscs {rom the possibility that changes in interest rates will affect the value of
financial instruments and the Bank’s eamings. The Bank is exposed to interest rte risk primarily as a
result of mismatches or gaps between interest-carning asscis and interest-bearing liabilities, Mot of the
Bank's interest-hearing assets and liabilities carry fixed rates; accordingly, management considers the
Bank's exposure 10 interest rate risk to be limited. For the current vesr, the sensitivity analysis has been
determined based on the ner exposure of inferest-bearing financinl assets and liabilities recopnized ut
the reporting date,

The effective interest rite on loans and advances was 7% per annum (2024: 7% per annum), on
customer deposits 3.11% per annum (2024: 4.22% per annum) and on bank burrowings 0.72% per
annuim (2024: 0.67% per annum]),

If imterest mbes had been 50 basiz points lower throughout the vear and all other variables were held

constant, the Bank®s loss for the year ended 31 December 2025 would have decreased by approximately
AED 4,07 million (2024: AED 20.14 million).

Foreign currency risk
Foreign currency risk represents the risk of change in the value of finascial instruments due to changes
in foreign exchange rates. The Regional Manager has se1 limits on positions by currencies, which are
monitored daily, and hedging strategies are also used to ensure that positions are maintained within the
limita.
The assets of the Bank are typically funded in the same currency as that of the business transacted in
order to minimize foreign exchange exposure, However, the Bank docs maintain a long US Dollar
position within limits spproved by the Assets and Lisbilities Commitiee (ALCO). The Bank manages
exposure to the effects of fluctustions in prevailing foreign currency exchange rates on its financial
position and cash flows. The Regional Manager sets limits on the level of exposure by currency and in
tatal for both overnight and intra-day positions, which are monitored daily. At the end of the vear, the
Bank had the following significant net exposure denominated in forcign currencies:
Net overall long/(short) position
2L 12,2035 d1.12,2024
AED000 AED(00

LS B49,.284 B25.472
Euro 3,549 | &4
Pound Sterling 4,078 3,784
Other currencies (2,227 (7,934

8544676 821,506
P —— e————————
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The analysis below calculates the effect of @ 10 percent possible downward movement in a particulas
foreign currency rete againsl UAE Dirham, with all other variables held constent on the profit and loss
(due te the fair value of corrency sensitive monetary asscts end liabilities). A negative amount in the
table reflects a potential net reduction in statement of profit or loss and other comprehensive income,
while a positive amount reflects a potential ner increase.

3L122025 31122024
AED' 000 AED000

Euro 355 .

Pound Sterling 4a7 378

Other currencies (223) (793}
539 397)

As the UAE Dirham is currently pegged 1o the US Dollar, balances in US Dollar are not considered to
represent any currency risk. Accordingly, the above table does not include the impact of changes in the
foreign exchange rate of the US Dollar,

Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will Muctuate
because of changes in markei prices (other than those arising from interest mie risk or currency risk),
whether those changes are caused by factor specific to the individual financial instrument or its issuer
or by factors affecting all similar financial instruments waded in the market.

iv) Operational risk
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people,
systems, or from external events. The Bank aims fo manage this risk in line with best practices and in
the preparation for the implementation of Basel 111,

The Bank manages operational risk by identifying, assessing, monitoring, controlling and mitigating the
risks, and review the risks Inherent in business processes, activilics and products through internal
consnltation. The business processes of the Bank are developed to preveni money laundering or
finzncing terrorist activities. The anti-moncy laundering policics of the Bank are regularly reviewed o
ensure full compliance with local regulatory requirements and international best praciices. As part of
operational risk management strategy, the Bank has complied with the notices and circulars issued by
the Central Bank of the UAE ("CBUAE") in relation to the UN sanctions and stopped dealing with all
partics detailed in the sanctions list

The Bank regularly monitors operational risk losses and reports the same to the senior management. As
parl of the infemal control environment, the Bank maintains adequate documentation of coniml

procedures for its business processes. The Bank also emphasises the need for appropriate segregation of
duties and independent autharisation in all business activities.
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The Business Continuity Plan is in place to support business operations in the event of disasters.
Adequate backup facilitics are maintained and periodic drills ere conducted. In addition, the Bank also
arrange insurance cover 10 reduce potential lnsses in respect of operational risk.

13, Dormant accounts and unclalmed balances

Included within costomers’ current and savings accounts are balances classified by the Bank as dormamt
amounting 10 AED 185 million a5 a1 31 December 2025 (31 December 2024: AED 25.5 million).
During the year, the Bank completed the transfer of the major partion of dormant/unc laimed balances fo
the relevant unclaimed balanees account in sccordance with applicable CRUAFE requirements. and the
remaining balance is pending completion of internal reconciliation and administrative processing. The
Bank confinues to maintain appropriate records and monitoring over dormant sceounts and unclaimed
balances.

34. Capital management
The Branch's regulator, the Central Bank of the UAE (“CBUAE™), sets and monitors regulitory capital
requirements. The Branch's objectives when managing capital are as follows:

(1} Safegusrding the Branch's abllity to continue a8 a going concern and imcrcase return for
stakeholders; and
(2) Comply with regulatory capital set by the Central Bank of the UAE (“CBUAE").

Repulatory capital
The Central Bank of the UAE ("CBUAE") scts and monitors capital requirements for banks and
branches of foreign-owned hanks operating in the United Arab Emirates.

Bascl TIT capital ratio

The Bank calculntes its Capiml Adequacy Ratio in line with the Bascl 1l guidelines issued by the
Central Bank of the UAE.

The Bank’s objectives when managing capital, which is a broader concept than the “equity”® on the face
of the sttement of financial position are:

* To comply with the capital requirements set by the Central Bank of the UAE [“CBUAE"};

= To safeguard the Bank's ability to continue as a going eoncem and increase the returns for the
sharcholders; and

* To maintain & strong capital base o support the development of its business.

‘The Bank's regulatory capitel is analysed into two tiers:

= Tier | capital, which includes share capital, reserves, retmined earnings and other regulatory
adjustments relating to items that are incloded in equity but are treated differently for capital adequacy
calculation purposes.

= Tier 2 capital, which Includes collective impairment allowance and fair value reserves relating to
unrealised gains/losses on investments classified as available for sale.
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Various limits ave applied to elements of the capital base:

* CET1 must be at least 7.0% of risk weightcd assets (RWA);

* Tier 1 Capital must be at least 8.5% of risk weighted assets;

» Total Capitel, calculated as the sum of Tier | and Tier 2 Capital, must be at least 10.5% of RWAs.

The additional capital buffers (Capital Conservation Buffer (CCB) and Coumterevelical Capital Buffer
(CCyB) - maximum up w0 2.5% for cach buffer) were introduced under Basel 111 regulations sre over
and above the minimum CET! requirement of 7%,

The Bank has compiied with il externally imposed capital requirements throughout the vear, The
asscts ol the Bank are risk weighted as to their relative credit, market, and operational risk. Credit risk
includes both on and off-balance sheet risks. Market risk is defined as the risk of losses in on and off-
halance sheet positions arising from movements in market prices and includes interest rate risk, forcign
exchange risk, equity exposure risk, and commodity risk. Dperational risk is defined as the risk of loss
resulting from inadequate or fuiled internal processes, people or sysiems, or from external events,

The Bank follows the standardised approach for credivmarket and basic indicator for operational risk,
as permitied by the Central Bank of the UAE ("CBUAE") and a3 per Pillar | of Basel 111,

The regulatory capital pesition of the Bank at the year-end under Basel 11 is as follows:

31.12.2025 31.12.2004
AED'000 AED'ND

Capital Base
Share capital 2,350,004 2,350,000
Statutory reserve 538,287 338,287
Accumulated deficit (1,210,526) {979,382}
CET 1 Capital hefore regulatory deduoction 1,677,761 | 908, 15
Less: Regulatory deductions (DTA) (1,308,757 {1,363,5%25)
Total Tier 1 Capital 372,004 344,979
Tier 2 Capital
General provizions 3304 43,261
Total Tier 2 Capital 34,364 45,261
Total Eligihle Capital 406,368 490,240
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Capital Adequacy Ratio (CAR) under Bascl 11] in accordance with regulations of the Central Bank of
the U.AE. is as follows:

31122025 3122024
AED'000 AED'0D0

Total capite] hase 406,368 390,240
Risk-welghted assers
Credit risk 2,749,126 1,620,885
Ciperational risk 75554 25,347
Marker risk 15,607 10,238
Total risk weighted assets (RWA) 2,840,287 1,656,470
—_—
Tier 1 capital ratio 13.10% 14.90%
Tier 2 capital ratio 1.21% 1.24%
Capital adequacy ratio 14.31% 16.14%
Capital allacation

The allocation of capital between specific operations and activities is, t0 o larpe extent driven by
optimisation of the return achieved on the capital allocated, The amount of capital allocated o each
operation or activily is based primerily upon the regulatory capital. The process of allocating capital ta
specific operations and sctivitics 1s undertaken independently of those responsible for the operation, by
Risk and Credit Facility Department, and is subject to review by ALCO as appropriate,

Although maximization of the return on risk-adjusted capital is the principal basis used in determining
how capital is allocated within the Bank to particular operations or activities, it is not the sole basis
used for decision making Account is also taken of synergies with ciher operstions and activities, the
availability of management and other resources, and the fit of the activity with the longer term strategic
obijectives of the Bank. The policies of the Bank in respect of capital managemem and allocation are
reviewed regularly.
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36.  Sanctions, regulatory restrictions and subsequent geopolitical developments

3.1 Sanctions and regulatory restrictions
The Bank operates under & complex regulatory environment influenced by international sanctions and
restrictions applicable to Iran and certain Iranian finaneial institutions, including restrictions imposed
or administered by, among others, the United Nations Security Couneil, the United States Diepartment
of the Treasury's Office of Foreign Asscts Control (“OFAC™), the European Union and other relevant
authorities,
In Resolution Ne. 1803, dated 3 March 2008, the United Nations Security Council called on member
states o exercise vigilance over the activities of financial institutions domiciled in Iren, including
Bank Saderat fran and its overseas branches. The Bank continues (o comply with the notices,
requirements and directions issued by the Central Bank of the UAE snd other relevant competent
authorities in this regard.
The Bank has also been subject to long-standing restrictions imposed by the United States
Department of the Treasury through OFAC. Bank Sadorat Iran was designated pursuant to Excentive
Order 13224 and remains listed on OFAC's Specially Designated Nationals and Blocked Persons
List. These measurcs restrict LS, persons from transacting with Bank Saderat [ran and its overseas
branches and may also create secondary sanctions risks for non-U.S. persons engaging in certain
dealings with Bank Saderat Iran and its branches,
Furiher, the European Union has imposed and maintained restrictive messures relating to Iran,
including meesures affecting certain Tranian financial institutions. Council Decision 2012/152/CFSP
and refated EU measures affected the provision of specialised financial messaging services 1o
sanctioned Iranizn banks. In addition, Council Regulation {ELI} 2025/1975, dated 29 September 2023,
amended Council Regulation (EU) No. 2672012 concering restrictive measures against Iran. These
measures include restrictions affecting listed Iranian financial institutions, including ssset-freezing
measurcs, prohibitions on making funds or economic resources available o listed parties, and
vestrictions affecting cerigin financial services, correspondent banking relationships, cross-border
payments and related financial instruments.
As a result of these sanctions and related restrictions, Bank Saderat Iran and its overseas branches do
not have access to the SWIFT network and certain other major global financial messaging systems.
Diespite the inability to sccess SWIFT and centain other global financial platforms, the Bank utilises
alternative commumicetion and settbement srrangements in compliance with applicable laws and
regulations, The Bank maintains operational liquidity end processes local and regional transactions
through established internal systems and arrangements with financial institutions operating under
permitied frameworks,
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The Bank continues to conduct ils operations in the United Arab Emirates within the applicable legal
and reguiatory framework and in accordence with the requirements of the Central Bank of the UAE
and other relevant competent authorities. Management continues to monitor sanctions developments,
largeled financial sanctions requirements, customer and transaction screening  obligntions,
correspondent  banking restrictions, cross-border settlement restrictions and other compliance
requirernents relevant to the Bank's operations.

Suhsequent geopolitical developments and going concern assessment

Subsequent o 31 December 2025 wnd up to the date of approval of these reissmed financial
statements, geopolitical tensions involving Iran and the wider Middle East region escelated, including
military conflict, disruption to regional trade and financial markets, and uneertainty affecting
shipping, settlement and financial channels. In June 2026, an interim ceasefire and memorandum of
understanding between the United States and Iran was announced. However, the implementation of
the arrangement. the final senlement terms, the extent and timing of any wanctions relief, and the
wider regional impact remain subject 10 uncertainty.

Managemeni has assessed these developments up 1o the date of approval of these reissued financial
statements, These events occurred after the reporting date and have been teated a5 non-adjusting
subsequent events. Based on informition availsble as ot the date of approval of these reissucd
financial statements, management has not identified any edjustment reguired to the carryving amounts
of assets and liabilities as at 31 December 2025.

Management has undertaken a defailed assessment of the impact of the above sanctions. restrictions
and subsequent geopolitical developments on the Bank's ability to continue as a going concern. Based
on this assessment, management is of the view that the Bank has adequate resources to contimue its
operations for the foreseeable firure, continues to maintain operational liquidity and alternative
sefilement arrangements within permitted framewaorks, and continues to comply with applicable
Central Bank of the UAE requirements and other relevant regulatory obligations.

Management continues o0 monitor the potential impact of sanctions, regulatory restrictions and
geapolitical developments on liguidity, credit risk. recoverability of loans and advances, valuation
and enforceabilty of collateral, seftlement armangemeénts, sanctions complinnce. regulatony
complisnce and going concern.

Due to the evolving nature of these matters, management is unable to religbly estimate the future
financial effect, if any, on the Bank's operations, financial position or cash flows. Based on
management’s assessment, the use of the poing concern basis of accounting remains appropriate.
These reissued fnancial statements do not include any adjustments that may arise from future
sanctions, enforcement actions, geopolitical developments, changes in regulatory restrictions or
changes in the Bank’s operating environment.
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38.

Comparative figures

Certain prior year figures have been regrouped to confirm with the presentation of the current Year
reissued financial statements.

Reissuance of Financial Statements

These financial statements have been revised and relssued and supersede the finuncial statements for
the year ended 31 December 2025 previously approved on 25 February 2026,

Subsequent o the issuance of the previously approved financial statements, manngement reassessed
wertain balunees and estimates following supervisory review observations relating to the Bank's credit
portfolio. The reassessment primarily related w the expected credit loss allowance on loans and
advances, including staging, recoverability, collateral valeation, collateral haircus, enfarceahility and
the expected timing of recoveries,

As a result of the reassessment, the Bank recognised additional expected eredit loss allowances on
loans and advances amounting to AED 450 million. Management also reassessed certain long
outstanding balances previously included within Other liabilities (Note 15) and concluded that no
present obligation existed in respect of balances amounting to AED 2.64 million. Accordingly, thase
balances were derccognised and recoguised within Other income (Mote 22). In addition. management
reassessed the related tax balances following the revised loss position, resulting in the reversal of
previously recognised corparate tax provision amounting © AED 18 million (Note 14),

The above adjusiments have been incorporated into the Bank's sccounting records and are reflected
in these reissued financial sttements as at and for the year ended 31 December 2025,

The reissuance has been limited to the matters described in this note and the related consequential
amendmenls to the financial statements and disclosures. Balances, ransactions and disciosures not
affected by these matiers have not been atherwise revised,




