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% Russell Bedford

taking you further

Independent auditor’s report
To the Shareholders and Board of directors OF JSC Islamic Bank Zaman Bank

Opinion

We have audited the accompanying annual financial statements of Subsidiary Joint Stock Company Islamic
Bank Zaman Bank, (the "Bank"), which comprise the statement of financial position of the Bank as at
December 31, 2023, the statement of comprehensive income of the Bank for 2023, the statement of
changes in equity of the Bank for 2023, the statement of cash flows of the Bank for 2023, and the notes to
the annual financial statements of the Bank for 2023, including a summary of significant accounting policies.

In our opinion, the accompanying annual financial statements present fairly, in all material respects, the
financial position of the Bank as of December 31, 2023, and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRS).

The basis for the expression of opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our
responsibilities under those standards are further disclosed In the Auditor's Responsibility for the Audit of
the Financial Statements section of our report. We are Independent of the Bank In accordance with the
International Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants (the
“Code”) and the ethlcal requirements that are relevant to our audit of the financial statements in the
Republic of Kazakhstan, and we have fulfilled our other ethical responsibilities in accordance with those
requirements and the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key audit matters

We draw attention to Note 17 to the financial statements, which describes a significant concentration of
current accounts of the Bank's customers.

As discussed in Note 5, at the date of issuance of these financial statements, the Islamic Finance Principles
Board has not yet provided its report on the Bank's compliance for 2023 with the requirements of the Law
of the Republic of Kazakhstan dated August 31, 1995 “On Banks and Banking Activities in the Republic of
Kazakhstan” in terms of Shariah compliance (the “Law”).

We also draw attention to Note 5 to the financial statements, which states the need for the Bank to rely on
its own assessment of the probabilities and scenarios of future events without significant supporting
evidence of past events when calculating the allowance for expected credit losses.

We do not express a modified opinion based on the above matters.

Other Information

The financial statements of the Bank for the year ended December 31, 2022 were audited by another
auditor who expressed an unqualified opinion on those financial statements on July 3, 2023.

The responsibility of management and those charged with governance for the annual financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in

accordance with [FRS and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.



In preparing the financial statements, management is responsible for assessing the Bank's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Bank or to cease
operalions, or has no praclical allernalive bul lo liquidale or cease operalions. Those charged with
governance are responsible for overseeing the preparation of the Bank's financial statements.

Auditor's Responsibilities for the audit of the financial statements

Qur objeclives are to obtain reasonable assurance about whether the financial statements are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted
in accordance wilh 1ISAs will always delecl a imaletial misslalernenl when it exisls. Misslaleimenls can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with 1SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. In addition, we do the following:

= dentify and assess the risks of material misstatement of the financial statements due to fraud or error;
design and perform audit procedures in response to these risks; obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
from fraud is greater than the risk of not detecting a material misstatement from an error because fraud
may include collusion, forgery, omission, misrepresentation, or circumvention of internal controls;

= obtain an understanding of the internal control system relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Bank's internal control system;

= evaluate the appropriateness of the accounting policies used and the reasonableness of management
estimates and related disclosures,

= conclude on the appropriateness of management's use of the going concern assumption and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Bank's ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inappropriate, 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 be able to continue as a going concern;

= evaluate the presentation of the financial statements as a whole, structure and content, including
disclosures, and whether the financial statements present the underlying transactions and events in a
manner that ensures their fair presentation. h\
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Islamic Bank Zaman-Bank Joint Stock Company Financial statements for 2023

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended December 31, 2023
(In thousands of Kazakhstani tenge)

2023 2022
Note (Adjusted)
Income from Islamic financing activities
Revenue from Commodity Murabaha contracte 20 1.603.089 1.386.932
Revenues from '['awartuq contracts 158.951 75651
1.762.040  1.462.583
Other financial expenses
Lease labilities 11 (41.289) (29.113)
(41.289) (29.113)
Net financial income 1.720.751 1.433.470
Expenses on credit losses 21 (213.637) (1.123.613)
Net financial (expenses)/income after expenses on credit
losses 1.507.114 309.857
Nel comtmission incotne 22 497.851 635.065
Net income from foreign cutrency transactions:
- trading operations 285.226 28.531
- tevaluation of foreign curtency items (41.347) 199.338
Other income 41.109 45.259
Non-financial income 782.839 906.193
Personnel expenses 23 (450.384) (448.161)
Other operating expenses 23 (549.143) (581.464)
Loss on initial recognition of receivables on Islamic financing 7 (1.141.275) (593.640)
Other impairment charges 21 - (298.653)
Non-financial expenses (2.140.802) (1.921.918)
(Loss)/profit before corporate income tax expense 149.151 (705.868)
Cotpotale incotne lax savings/ (expense) 14 (143.829) 108.871
(Loss)/profit for the year 5.322 (596.997)
Other comprehensive income - -
Total comprehensive (loss)/income for the year 5.322 (596.997)

The acconmparying notes 1-29 are the integral part of these financial statenents.




Islamic Bank Zaman-Bank Joint Stock Company
STATEMENT OF CHANGES IN EQUITY
For the year ended December 31, 2023

Financial statements for 2023

(In thousands of Kazakhstani tenge)

Authorized Additional Retained
capital _patd-m caputal earuIngs Lotal equuty
On December 31, 2021 10.050.000 122.037 2.845.803 13017 840
Total comprehensive loss for the year (adjusted) - = (W96 997) (596.99/)
On December 31, 2022 10.050.000 122.037 2.248.806 12.420.843
Total comprehensive income for the year = = 5.322 5.322
On December 31, 2023 10.050.000 122.037 2.254.128 12.426.165

The accompanying notes 1-29 are the integral part of these financial statements.




Islamic Bank Zaman-Bank Joint Stock Company Financial statements for 2023

STATEMENT OF CASH FLOWS
For the year ended December 31, 2023
(In thousands of Kagakhstani tenge)

Note 2023 2022

Cash flows from operating activities
Income detived from [slamic financing activitics 2 433 433 L 191778
Commisstons recetved 353.790 637504
Commissions paid (65.983) (86.473)
Net realized income on derivative financtal instruments = =
Realized income, net of expenses on foreign exchange operations 285.226 28.531
Other income received 5.250 9.100
Personnel expenses paid (450.384) (444.826)
Other operating expenses paid (427.919) (328.288)
Cash flows from operating activities before changes in

operating assets and liabilities 2.333.413 1.007.276
Net (increase)/ decrease in operating assets
Receivables on Islamic financing (2.441.262) (780.481)
Loans to customers - 6.500
Investments in Wakala and Mudaraba pools (246.090) 133379
Inventories (23) =
Right of use assets 47.353 —
Other assets (149.065) 234.954
INet (decrease)/ ncrease i operating labiliies
Amounts due to credit institutions (33.229) (47.081)
Amounts due to customets (9.737.460) 9.929.854
Liabalites to depositors of Wakala and Mudataba pools (146.762) 253.934
Lease liabilities 73.223 -
Other liabilitics (14.958) (34.574)
Provisions for liabilities and contingencies 323.824 -
Net cash flows from operating activities before corporate

income tax (9.991.036) 10.703.761
Corporate income tax paid (49.600) (27.049)
Net cash inflow from operating activities (10.040.636) 10.676.712
Cash flows from investing activities
Purchase of property, plant and equipment 10 (36.312) (18.043)
Acquisition of intangible assets 12 (32.584) (1.633)
Net cash used in investing activities (68.896) (20.276)
Cash flows from financing activities
Repayment of lease liabilities 11 (157.109) (165.693)
Net cash used in financing activities (157.109) (165.693)
Effect of expected credit losses on cash and cash equivalents 6 (13.463) (10.7806)
Effect of exchange rate changes on cash and cash equivalents (1.413) 126.159
Net increase/(decrease) in cash and cash equivalents (10.281.517) 10.600.116
Cash and cash equivalents on January 1, 2023 i 16.915.962 6.309.846
Cash and cash equivalents on December 31, 2023 6 6.634.445 16.915.962

The accompanying notes 1-29 are the infegral part of these financial statements.




Islamic Bank Zaman-Bank Joint Stock Company Notes to the financial statements for 2023

(In thousands of Kazakhstani tenge, uniess otherwise stated)

1.  Description of activities

Islatnic Bank Zanan-Bank Joint Stock Cotnpany (heteinaller — the Bank) has operated in the Republic of Kazakhstan since
1991 under the laws of the Republic of Kazakhstan. In 2017, the Bank was transformed into an Islamic bank, renamed and
officially registered as Islamic Bank Zaman Bank Joint Stock Company.

I'he Bauk opetates under general banking license No. 1.3.51 issued by the Natonal Bank of the Republic of Kazakhstan (the
NBRK) on August 17, 2017, which replaces the previous licenses. The activities of the Bank are regulated by the Financial
Matket Supervision Agency of the Republic of Kazakhstan (the ['MSA).

The Bauk is cugaged in Tslanic bauking actvitics and conducts its opetations duouglh its head office in Astana and bancies
in Almaty and Ekibastuz. The Bank accepts deposits from the public, provides financial transactions based on the principles
of Shariah rules and regulations, transfers funds within and outside Kazakhstan, exchanges currencies and provides other
banking services to legal entities and individuals.

The registered address of the Bank’s head office is Rakhimzhan Koshkarbayev str., building 1a, b.3, office 301, Almaty district,
Astana, Republic of Kazakhstan.

The following legal entities and individuals were sharcholders of the Bank as on December 31, 2023 and 2022:

2023 2022
Shareholder (%) (%)
AT, Abguzhinov 70,0 70,0
Sh.D. Svarov 9,6 9,6
5.Y. Beisembayeva 7,3 73
Islamic Corporation for Private Sector Development 5,0 5,0
T.S. Abguzhinov 4,0 4,0
Orther shareholders individually owning less than 3% 4,1 4,1
Total 100,0 100,0

The members of the Board of Directors and members of the Management Board controlled 491,000 ordinary shares ot the
Bank or 4.91% on December 31, 2022 and 2021.

2.  Basis of preparation of financial statements

General information
These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS).

The financizal statements have been prepared under the historical cost convention except as disclosed in the accounting policies
below. These financial statements are presented in thousands of Kazakhstani tenge, except per share amounts and unless
otherwise indicated.

Impact of the COVID-19 pandemic

The World Health Organization declared the COVID-19 outbreak a pandemic on March 11, 2020. In recent months, the
COVID-19 pandemic has shown significant signs of abating as travel bans have generally been lifted, lockdowns lifted, and
quarantine measures relaxed. Many governments have also lifted or announced reductions in measures to provide financial
and non-financial assistance to affected organizations. Nevertheless, COVID-19 may still affect companies and economies,
and businesses may still face reduced revenues, disrupted supply chains, and job losses.

Geopolitical situation

As a result of the conflict between the Russian Federation and Ukraine, many countries have imposed and will continue to
impose new sanctions against certain Russian entities and Russian citizens. Sanctions have also been imposed on the Republic
of Belarus.




Islamic Bank Zaman-Bank Joint Stock Company Notes to the financial statements for 2023

(Ui thowsands of Kazakhitani tenge. unlece atherwive ctated)
2.  Basis of preparation of financial statements (continuation)

Geopolitical situation (continuation)

Volatility in stock and currency matkets, restrictions on imports and exports, availability of local resources, materials and
services will directly affect compunies that are actve or have significant tdes with the Russtun Fedetaton, the Republic of
Belarus or Ukraine. However, the consequences of the current situaion may direcdy or indirectly affect not only companies
directly related to the countries mvolved in the conflict.

In order to manage country risk, the Bank contrals transactions with counterparties within limits set by the Bank’s collegal
body, which are reviewed regularly.

The concentration of claims on Russian counterparties represented by cash and cash equivalents amounted to 48,895 thousand
tenge on December 31, 2023 (December 31, 2022: 758,135 thousand tenge). In 2022, certain Russian counterparties were
included in the US sanctions lists for which the claims on Russian counterparties represented by cash and cash equivalents
amounted to 21,479 thousand tenge on December 31, 2022 (December 31, 2022: 16,206 thousand tenge).

3.  Definition of significant terms

Shariah

Shariah is a compilation of Islamic law and is essentally derived from the Holy Quran and the Sunnah of the Prophet (peace
be upon him). The Bank, being an Islamic financial institution, incotporates Shariah principles and norms into its operations
as interpreted by the Islamic Finance Principles Board.

Comwmodily Murabaha and Tawarrug

Mutabaha is a financing method whereby a counterparty Bank/Bank purchases a commodity from a broker or supplier and
takes actual or constructive possession of that commodity and then sells it to the customer/Bank on a deferred payment basis
at a pretiun, Under the Cotrunodity Mutabalia/Tawattuyg conttacts, the custotnet /Bauk then sells the satnc asset to a third
party on immediate delivery and payment terms, and the customer/Bank ultimately receives cash from the proceeds of the
sccond sale. Basically the underlying assct is a highly liquid commodity such as platinum or palladium. Under Shariah
principles, gold and silver are considered cash and cannot be used for this purpose.

Ijara

A lease of a specified asset, with transfer of ownership at the end of the lease term (also known as Ijara Muntahia Bitamleck)
is an arrangement whereby the Bank acquires an asset in accordance with the customer’s intention as set out in the statement
of intention and then leases it, acting as lessor, to the customer acting as lessee for a specified rent for a specified period.
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(Tn thousands of Kazakhitant fenge, unlee othernive stated)
3.  Definition of significant terms (continuation)

Ijara (continuation)

The lenpth of the lease term and the basis for the lease are set out and agreed in the lease agreement The Bank holda title to
the asset throughout the lease term. 'The agreement can be terminated by transferring ownership of the asset to the lessee
upon fulfillment of the lessee’s obligation during or at the end of the lease term.

Mudaraba

Mudataba is 4 conttactual agreeimnent wherely two ot mote patties cotunit hemselves 1o an cconotnic activity. Mudaraba is
a profit sharing arrangement between the party providing the capital and the party providing the entreprencurial ability. It can
be entered into between investment account holders, as the source of funds, and the Bank as the Mudarib. The Bank
announces its willingness to accept investment funds, with the condition that profits are shared based on the agreement of
the two parties and losses are botne by the funding party, unless the losses are due to malpractice, negligence or breach of
agreed terms by the Bank, in which case such losses are borne by the Bank.

Pool of depositors

Pools (funds) are a form of pooling of deposits for co-investment purposes by currency, whereby profits of participants are
pooled and distributed according to prior agreements. The Bank’s internal policy provides for a depositor pool by currency
for Mudaraba and Vakala depositors (USD and tenge pools), a Sukuk pool and a shareholder pool depending on funding
sources, as well as co-funding of several pools.

In view of the possible mismatch between the assets and investment deposits of depositors due to eatly lerminalion or
redemption of the respective deposits, such deficit arising in a pool may be financed from other pools. Funding between pools
takes the Shariah fortm of pool funding and is governed by pool allocation and funding rules.

Wakala

A contract whereby an investor provides a certain amount of money to an agent who invests it according to specific conditions
in exchange for a certain remuneration (lump sum ot profit on the amount invested). The agent may be given an increase over
and above the pre-agreed expected rate of return, as a remuneration for services. The agent is obliged to return the invested
amount in case of negligence or breach of the Wakala terms and conditions.

Qard Hassan

QQard Hassan short-term receivables are non-profitable financial receivables in which a customer borrows funds for a specified
petiod of time with the understanding that the same amount must be repaid at the end of the agreed upon term.

Zakat

It is a right that matures when a certain level of wealth is reached and is payable to certain categories of beneficiaries. It is an
absolute obligation when these conditions are met.

4,  Significant accounting policies

Changes in accounting policies

The Bank has early adopted certain amendments to standards that are effective for annual periods beginning on or after
January 1, 2023 (unless otherwise stated). The Bank has not early adopted standards, interpretations or amendments that have
been issued but atre not yet effective.
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(T thousands of Kazakhstani tenge, uniess otherwive stated)

4.  Significant accounting policies (continuation)

Changes in accounting policies (continuation)

e The amendments to TAS 1 Preseatation of Tinancial Statements and Practice Statement 2 require an entity to dieclose its
elpniflcunt uecountug policles tuthier than ite eignificant accountng policies. The amendments further explain how an
entity can identify a significant accounting policy. In support of the amendment, the Board also developed guidance and
examples to explan and demonstrate the application of the ‘four-step process for determining materiality’ described in
Practice (suidance .

* Amendments to [AS 8 Accounting Policies, Changes in Accounting Estimates and Frrors replaces the definition of a
change in accounting estimates with a definition of accounting estimates. According to the new definition, accounting
estimates are ‘monetary amounts in the financial statements that are subject to measurement uncertainty’. Entities develop
accounting estitnates when accounting policies require items in the financial statements to be measured in a manner that
involves estimation uncertainty. The amendments clarify that a change in an accounting estimate resulting from new
information ot new developments is not a correction of an error.

* Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12) clarifies that the
initial recognition exemption does not apply to transactions that give rise to equal amounts of deductible and taxable
temporary differences on inital recognition.

« IFRS 17 Insurance Contracts requires insurance liabilities to be measured at the present value of settlement and provides
a more uniform measurement and presentation approach for all insurance contracts. These requirements are intended to
aclueve the objecuve of consistent, prnciple-based accounting for msurance contracts.

The adoption of the above amendments did not have a significant impact on the Bank’s financial statements.

Fair value measurement

The Bank measures financial instruments at fair value through profit or loss (FVIPL) and fair value tunougl other
comprehensive income (FVOCI) and non-financial assets such as investment property at fair value at each reporting date.

Fair value is the price that would be teceived to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Fair value measurement assumes that a transaction to sell the asset or transfer
the liability takes place:

® In the market that is principal to the asset or liability; or

o In the absence of a principal market, in the market that is most advantageous to the asset or liability.

The Bank must have access to the principal or most advantageous market. The fair value of an asset or lability is estimated
using assumptions that market participants would use when pricing the asset or liability assuming that market participants act
in their best economic interest. The fair value measurement of a non-financial asset takes into account a market participant’s

ability to generate economic benefits either by making the best and most efficient use of the asset or by selling it to another
market participant that would make the best and most efficient use of the asset.

The Bank uses valuation techniques that ate appropriate in the circumstances and for which sufficient data are available to
measute fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within the fair
value hierarchy described below, based on the lowest level input that is significant to the fair value measurement as a whole:
° Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities.

° Level 2 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or inditectly observable.

e Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
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(In thousands of Kazakhstant tenge, unless othernise stated)
4.  Significant accounting policies (continuation)

Fair value measurement (continuation)

Fot assets and liabilities that ate tecognized in e fnandcial statetnetts on a tecutting basis, the Bank determines whether
transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.

Financial assets and liabilities
Initial recognition

Date of recoguition

Regular way purchases or sales of financial assets and liabilities are recognized on the trade date, which is the date that the
Bank commits to purchase the asset or liability. Regular way purchases or sales are purchases or sales of financial assets and
liabilities under contracts that require delivery of assets and liabilities within the time frame established by regulation or
convention in the marketplace.

Initial measurement

The classification of financial instruments at initial recognition depends on the contractual terms of the instruments and the
business model used (o tanage the instrutnents. Financial instrutnents are ually incasured at fan value, indluding tansaction
costs, except when financial assets and financial liabilities are measured at FVTPL

Cutegories of micasurenient of finandal assets and Guabilities

The Bank classifies all of its financial assets, based on the business model used for assel manuagement and the contractual
terms of the assets, as valued at:

° Amortized cost;
® FVOCI;
° FVTPL.

The Bank classifies and measures derivative instruments and instruments held for trading under the FVTPL. The Bank may,
at its discretion, classify financial instruments as measured at FVIPL if such classification would eliminate or significantly
reduce inconsistent application of measurement or recognition principles.

Financial liabilities, other than commitments to provide financing and financial guarantees, are measured at amortized cost or
FVTPL if they are held for trading and Islamic derivatives, or at the discretion of the entity, are classified as measured at fair
value.

Amonnts due from credit institutions, receivables from Islamic financing and loans to customers measured at amortized cost

The Bank measures amounts due from credit institutions, I[slamic finance receivables and loans to customers at amortized
cost only if both of the following conditions are met:

° The financial asset is held within a business model whose objective is to hold financial assets to collect contractual cash
flows;
] The contractual terms of the financial asset require that cash flows representing solely payments of principal and profit

on principal outstanding (SPPI) be received on specified dates.

These terms and conditions are discussed in more detail below.
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(In thowsands of Kasakhstani tenge. unless otherwise stated)
4.  Significant accounting policies (continuation)

Initial measurement (continuation)

Hagrmenr model asiesiment

The Bank defines its business model at the level that best reflects how grouped financial assets are managed to achieve a
particular business objective.

‘T'he Bank’s business model 15 assessed at a higher level of portfolio aggregation rather than at the level of mcvidual
instruments and 1s based on observable factors such as:

e The way in which the performance of the business model and the return on financial assets held within that business
model are measured and communicated to the organization’s key management personnel;

° The risks that affect the performance of the business model (and the return on financial assets held within that business
model) and, in particular, how those risks are managed;

° The way in which the managers managing the business are remunerated (e.g., whether remuneration is based on the
fair value of the assets managed or on contractual cash flows generated);

e The expected frequency, volume and timing of sales are also important aspects in assessing the Bank’s business model.

The assessment of the business model is based on scenatios that are reasonably expected to occur, without taking into account
so-called ‘worst case’ or “stress’ scenatios. If cash flows after initial recognition are realized in a manner different from the
Bank’s expectations, the Bank does not change the clussification of the remaining financial arrets held within thie business
model, but subsequently takes such information into account when evaluating newly created or recently acquired financial

asscls.

Solely Payments of Crincipal and Interest test (YPPI feci)

As part of the second step of the classification process, the Bank assesses the contractual terms of a financial asset to determine
whether the asset’s contractual cash flows represent solely payments of principal and profits on the outstanding principal
balance (SPPI test).

For the purposes of this test, ‘principal’ is the fair value of the financial asset at initial recognition and may change over the
life of the financial asset (e.g., if there are principal repayments or amortization of premium/discount).

The most significant elements of profit under a loan agreement are generally the consideration for the time value of money
and the consideration for credit risk. In order to perform the SPPI test, the Bank applies judgment and analyzes relevant
factors, such as the currency in which the financial asset is denominated and the petiod for which the profit rate is set.

At the same time, contractual terms that have more than a negligible effect on the risk exposure or volatility of the contractual
cash flows that are unrelated to the underlying loan agreement do not give tise to contractual cash flows that are solely
payments of principal and profits on the outstanding principal. In such cases, the financial asset should be measured at FVTPL.

Financial guarantees and liabilities for the provision of Islamic financing

The Bank issues financial guarantees and liabilities for Islamic financing.

Financial guarantees are initially recognized in the financial statements at fair value, at the premium received. Subsequent to
initial recognition, the Bank measures its liability under each guarantee at the higher of the amount initially recognized less
cumulative amortization recognized in profit or loss and the valuation provision for expected credit losses (ECL).

Liabilities for Islamic financing are contractual liabilities under which the Bank is obliged to provide financing to a customer
on predetermined terms and conditions during the term of the liability. As with financial guarantee contracts, such liabilities
are subject to the ECL valuation requirements.
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4.  Significant accounting policies (continuation)
Initial measurement (continuation)

EPerformance puarantees

Performance guarantees are contracts that provide compensation if the other party fails to fulfill a contractual obligation.
Performance guarantees do not tranefer credit risk. I'he risk under a performance guarantee contract is the possibility that the
other party fatls to tulfill it contractual obligation Accordingly, performance guarantees are not financtal mnstruments and
therefore are not within the scope of IFRE 9.

Recedvables for Lslamic financing and loans to custonzers

Loans to customers and receivables from Islamic financing activities, which includes Mutabaha contract receivables, are non
detivative financial assets that are not traded in an active market with fixed payments. It is not held for immediate sale or sale
in the near term, but to collect contractual cash flows. Assets are carried at amortized cost using the effective profit rate
method. The income and expenses on such assets ate recognized in profit ot loss when such assets are disposed of or impaired
and through the amortization process. Receivables from Islamic financing activities consist of receivables from Murabaha
contracts. Murabaha receivables are cartied at amortized cost less provision for impairment.

Islamic financing activites are financed from two sources: 1) the Bank’s own funds, which are recognized on the balance
sheet; and 2) funds received under Wakala and Mudaraba agreements. Under the terms of the Wakala and Mudaraba contracts,
the Bank does not bear the risk and such funds are accounted for as off-balance sheet items. In the event of eatly termination
ot expiration of the Wakala and Mudaraba agreements, which could result in a possible mismatch of asset maturities, the
resulting deficit may be financed by the Bank out of its own funds and recognized as an asset in the statement of financial
position

Reclassification of financial assets and liabilities

The Banlt does not reclassify financial nssets after initinl recognition, unless the Banlk changes its business model for managing
financial assets. Financial liabilities are never reclassified. The Bank did not reclassify financial assets and liabilities in 2022.
Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, obligatory reserves, amounts due from the NBRK and due from other
banks that mature within ninety (90) days of the date of origination and are free from contractual encumbrances.
Borrowings

Issued financial instruments or their components are classified as liabilities, where the substance of the contractual
arrangement results in the Bank having an obligation either to deliver cash or another financial asset to the holder, or to satisfy
the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of own
equity instruments. Such instruments include amounts due to credit institutions and amounts due to customers. Subsequent
to initial recognition, borrowings are measured at amortized cost using the effective interest method. Income and expense are
recognized in profit ot loss when the liabilities are derecognized as well as through the amortization process.

Lease

7 The Bank as a lessee

The Bank applies a uniform approach to the recognition and measurement of all leases other than short-term leases and leases
of low-value assets. 'The Bank recognizes lease liabilities for lease payments and right-of-use assets, which represent the right
to use the underlying assets.

















































































































































