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Al Baraka Islamic Bank B.S.C. {c)

Basel lll, Pillar 1ll Disclosures
for the peniod ended 30 June 2022

3 RISK MANAGEMENT (continuad)
a} Credit risk {continued)

Table = 17. Counterparty credit risk exposure

The following table summarizes the counlerparty credil risk exposure covered by collateral as of:

30 June 2022 31 December 2021
Gross positiva FV Gross positiva FY
of contracis * Collateral held of contracts " Collateral haid
us § 000 Us ¥ 009 Us § ‘000 Us § ‘000
Cash and balances with banks
and Bnancial institybons 231,608 - 313,737 -
Rucsivables 432,343 FLIX Y 485.236 259,028
ljara Munlahia Bittamieek 504,158 452,999 329,021 320021
Musharaka 279,146 279,148 1,088,895 -
Investments 1,214,514 - 12.343 -
Investment in real sstale 11,832 - #5.963 o
Premises and equipment 53965 - 85,182 -
Othear assets 51,040 - - -
2,782,803 1.979.5M 2810852 1.022.527
* Cobalerals values have baen 10 i of fi ing lacifties
Table = 18. Counterparty credit risk exposure
The following table summarises exposure by type of kslamic financing contract thal is co d by eligible coll | afler the application of haircuts as of:
30 June 2022 2t December 2021
Gross positive FV Gross pasilive FV
of contracis Collateral held of contracts Collatersl hetd
USs 5000 us § 000 us 3000 Us 3000
Reaceivablas 12,50 48523 485,236 22,877
tjara Muntahia Bittamleek & ljara income recaivable 17,323 481,475 461,475 15.129

b) Market risk
Market risk arises from fluciustions in profit rates, equity prices and foreign exchange rales,

Table = 19, Market risk capital requirements
The following table summarises the capital requirement for each category of market risk as of;

20 June 2022 31 December 2021

Equity Forsign Equity Foreign

Position Price axchange Posttion Price exchange

Risk risk risk Risk nisk risk

Us $ 000 Vs $ voe us 3 00 Us § ‘000 us 000 US § 000

RWE 1,21 6576 124,405 - - 142699
Capital requiraments. {12.5%) 154 [F-] 18,051 - - 17,837
Maximum valua of RWE 1,361 (X7 128408 - 2.502 144,041
Hinimum vakue of RWE .21 6578 102,286 - - 139.97%
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Al Baraka Islamic Bank B.5.C. (c)

Basel Ill, Pillar 11| Disclosures
for the penicd ended 30 June 2022

3 RISK MANAGEMENT (continued)

b} Market Risk (continued)
Table = 20, Equity position risk In Banking Book

The following lable summarises the total and average gross exposure of equity based financing structures by types of financing conlracts and investments
as of 30 June 2022

Avarage

fross

Total AXPOSUTE
gross over the Pubiicly Privately Capitai
axposure porlod heid hald tequitement
Us 5 o0 Us § vo0 Us 3000 U3 vo0 Us 3 o00
Managed funds 1,000 1,000 - 1,000 5
Private equity 44,365 45419 34894 9472 10,778
Raa| axtate rajatad 34,227 33,085 - 34,227 1,906
79,692 79,505 24804 44,690 14,709

The following table ises the total and average gross exposure of equity based financing slruclures by lypes of financing contracts and invesimenis

as of 31 December 2021.

Average

godi

Total exposue
grosy over the Pubdeciy Privately Capitsi
exposure parncd held held requirernant
US 5 000 L § 000 75 5 000 [ UE 000
Managad funds 1,000 1.000 . 1000 5
Privale equity 44,707 47284 19832 4875 11.782
Real estate salated 0.009 24.3% - 8 Ok 5491
75718 2022 19832 15804 17,298

The Bank carries a diversified porifolio of equity investments containing lhe securities held for trading or short-term capital gains and stakes in a few enlities
1o secure sirategic objectives like entrance in cartain market or business segment, More specifically, lhe securities amounised to USD 3.9 million (2018 USD
6.8 million}, in such portfolio, were held to generate capital gains.

Table — 21. Equity gains or losses in Banking Book

The following table summarises the cumulalive realised and unrealised gains during the year ended:

30 June 2022 31 December 2021

us 5 v00 Us §'600

Cummutative realted gaine arising fram sale or fquidation 1,013 3,638
Tatal unraaksed gains recognised in the balance shesi but not through PAL 3,617 3.808
Linrealsed gross gaing included in Tier One Capital 1,837 1899
Mznets revaksation reserve - proparly_plant. and squipment a7e 47
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Al Baraka Islamic Bank B.S.C. {c)
Basel lll, Pillar il Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT (continuad)

b} Market Risk {continued)
Table = 21, Equity gains or losses in Banking Book {continuad}

Markel risk arises from flucluations in profit rales, equity prices and foreign exchange rales.

Profit rate nisk
The Bank generates funds mainly through profit sharing arrangements or agency modes. The Bank continously monilor the profit rates prevailing in lhe
domastic/ regional markets {issued by competitors]. Funiher_ Ihe following factors also affects the delerminalion of profil rates:

« Availabitity of profitable opporiundies in the markat
* Key economi¢ fundamentals and liquidity levels
= Policy interest rates promulgated by domestic and leading global monetary agencies

Table — 22, Profit rate mismatch

The following are the profil rate mismatch between Lhe rate of relum on assets and the expected funding due to the sources of finance as ol

30 June 2022
Upted Y] & months 103 Over
months months 1o f yoar yoars. 3 yaars
Us § 000 Us § voo Us 5000 U5 8 000 Us § 000
Receivables 146,836 35,284 44518 $3.414 100,706
Jjara Muntahia Btambeak and
ljara Incoms Racefvables 16,626 6132 14,012 58,875 412,99%
Musharaks 2,570 12,496 8,153 56,763 201,184
Investments-Sukuk 89,569 15,884 - 95,797 234,994
Profil rate sensilive assats 235,101 120,8%6 .79 782,249 1,641,863
Murabaha and other payablkes - - - - -
Equity of
invesiment accounthokders 1,003,834 101,487 420,209 149,696 160,09
Subordinated debd T80 35 - 1323 4470
Profit rate sensitive kabilitles 1,034,619 101,522 420209 157.021 176,861
Profit rate gep (799,518) 19,374 {as5.418) 106,028 1A475,002
Protit rate senslivity [200bps) (15,930) 187 {7.108) 2,137 29,500
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Al Baraka Islamic Bank B.S.C. (c)
Basel 1ll, Pillar Il Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT {continued)

b) Market Risk {continued)

Table = 22. Profit rate mismatch (continued)

31 December 2021
tipto 3 3o § monihs 1103 Ovar
months months fo 1 yoar yaars 3yoears
Us 5000 Us 3 000 uS 5 00r s 5 000 Us § 000
Receivables 230,922 97.508 24387 48,050 34,352
Jjara Muntehia Bitamleak and
ljas Incame Receivables 3438 26,662 14,899 47 427 388,051
Mutharaks 12,058 938 17 419 77.548 221,060
Investments-Sukuk 99 835 188 - 62 145 815,307
Piofil rate sensiive assels 346,301 1252085 58 685 235,208 1,489.770
Muwabaha and other payables 48,539 101,049 772 51.028 7,875
Equity of
Investmenl accounthokdars 1.241.034 237,068 205312 4879 .32z
Subordinated debt 1.080 32 . 8498 982
Prafa tata ssncine kabdams 1,200.653 338,150 240,084 154,208 105,028
Prof rate gap (844,352) {212 35%) (483.399) 81,002 1384744
POt rate sensitviy (200bp8} TEBEY) (34 [EL20) T820 77603

This table contains the mismatch amongsi profit bearing assels and liabilities 1o ensure compliance with public disclosure requirements. However, in lieu of
inherenl nature of Islamic Banking, such mismatches does not exists amongst assels and liabilities carmied by the Bank as lhe bank has profil and loss
sharing mudarba agreement with Investment accountholders. Whereby in case of any decrease in profit rates the corresponding impact has 1o be shared
with the customers as per the mudaraba arrangement. I's hereby elaborated that lhe assets base represents receivable against various modes of sales/
deployment of funds under wakala and mudaraba arrangements, assets and receivables against ljara and participations in venlures under Musharaka
arfrangements. While these assets are finance through capilal, current accounts, funds received under mudaraba contract, payables against purchase and
predominanily through funds received under profit sharing or Mudarba contracts. Therefore, the lable given is just indicative of profit mismatches amongst
assets and liabilities under vanious contracts.

Foreign exchange risk
Foreign exchange risk arise from the movement of the rale of exchange over a period of lime, Positions are monitored on a regular basis 10 ensure positions
are maintasined wilhin blished approved limits.

Table - 23. Forelgn currency translation risk
Following is the Group's exposure to differen| currencies in equivatent US dollars:

30 June 2022

Total

aquivalent

Us $ 000

Pakistam rupses 117,908
Eura {2,794)
Kuwaib dinars H

Pound stering (3,142}
Egyplisn Pound 3462
Algarian Dinas %,000
Others. 1,033
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Al Baraka Islamic Bank B.S.C. (c)
Basel 1Il, Pillar |1] Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT (continued)
b)  Market Risk (continued)

Table = 23, Foreign currency translation risk [continued)
31 Decomber 2021

Total

equivalent

Us § ‘000

Palusian rupaes 130.510

Euto 2,167}
Kuwaiti dinars 83
Pound sterfing (8.888)
Egypban Pound 4.787
Algerian Dinar §.000
Others 1.3

The sirategic cumency risk reprasents the amourd of equity of the subsidiary

Foreign currency nisk sensitvity analysis

In order lo measure its exposures lo turrency risk, the Group stress lesls its exposures following the standard shocks appreach which calculates the effect
on assets and income of the Group as a result of 20% appreciation and depreciation in foreign currencies in relation 1o the reporting currency of the Group.
Thig is calculaled using varicus percentages based upon the judgement of the management of the Group.

Table = 24, Fareign currency risk sensitivity analysis

Following is the sensitivity analysis that calculates the effect of a hle possible it of the cumency exchange rate against the US Dollar with all
other variables held consiant on the consclidaled slalament of income and the consolidated statement of owner's aquity, The impact of a similar increase /
(decrease) in exchange rates will be approximatety opposite to the impact disclosed below:

At 20 June 2022
Etfect on profit and
Exposurssin loss/Equity
Currency Parnicular Change s 5 000 us 3 ‘000
Pakistani upeas Nest long Potition 20% 111,008 13,502
Ewro Met short Position 20% 2,794 5§59
Kunwaill dinars Nei long Position 20% 2 L]
Pound stetling Net long Position 0% 2,142 623
Egyptian Pound Nel kang Position 0% 24862 §91
Algenan Dinar Nat long Posdion 20% 6,000 1,200
Cthers. Net long Posdion 20% 1,033 07
At 31 December 2021
Effact on profit and
Exposuras in lossEquity
Currency Partcular Change us 5000 U5 § 000
Palkislani Rupaes Nl long Pomtion 0% 130,510 26.102
Euro Mot shost Position 20% 3,187 633
Kuwaiti Dinars. HNat lang Position 20% 3] 12
Pound Stering Net short Position 20% B.886 1377
Egyplian Found Net leng Position 20% 4787 957
Algertan Dinar Net leng Posdion 20% 8.000 1.200
Others Net jong Position 0% 1,339 288
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Al Baraka Islamic Bank B.S.C, {c)
Basel |ll, Pillar |1l Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT (continued)

<} Equity of Investment Accountholders (IAH)

The Group manages and deploys Equily of |AH according lo its Article of Association — Chapter 3 on Rules of Business. In this respecl. (he Bank invesls ils
own funds separately of jointly with amount received from Equity of IAH, These funds received are managed in accordance with Shari' a requirements and
standard of prydence is applied in the conlext of managing the overall portfolios o enable the Group to exercise ils fiduciary responsibilities. The Group is
authorised by Equity of I1AH to invest the funds on Ihe basis of Mudaraba, Murabaha, Salam, ljara transactions and other forms of contract in a manner which
the Group deems apprapriate without laying down any restrictions as lo where, how and for what purpose the funds should be invested,

The compasilion, characteristics, diversification, and concentration of portfolios are monitored within appropriate risk timits and indicators detailed in the
Group's credit risk, liquidity risk, and other risks policies of the group. The stralegic objeclives of the investmenis of the funds are:

a) Investmentin Shari’ a comgpliant opporiunities,

b) Targeted retums;

¢} Compliance with credit and Investmenl policy and overall business plan. and
d) Diversified portiolio.

Funds are invested in Shari’ a complianl commercial or consumer financing as weil as shor. medium. and long term invesiments excluding sirategic
investments. A due diligence process is in plece which is consistent with business and risk palicy guidelines of the Group afler deduction of mandatory
reserves and making allowance for short-term fiquidity requirements

Under all the aforesaid arrangerment the Group can commingle the 1AH funds with funds generated from various sources (Self-Financed), In this regards, the
Bank at inception designate each asset separately as "Self™ and “Jointly” financed. except liquid assels which are managed colleclively. Furlher, the jointly
financed assels are segregated proporlionately based on amounts of funds contributed by each category of investors.

The Group's share of profit as a Mudarib for managing equity of IAH and their share of income is based on the terms and conditions of the retated Mudarib
agreements. These funds are invesied in [slamic modes of financing and investments including murabaha, salam, istisna. wakala. musharaka, mudaraba
and ijara, The Group is offering these accounts for saving and term accounls ranging from 1 months to 5 years, There are no separale designations for
portfolio m gers, invesl t advisors and trustee. IAH accounts are managed at Head Office and subsidiary levels by relovant departments,

Investors’ share of income is calculated based on the income generated from joint investiment accounts after deducting the axpenses related to investment
peol “mudarib exp ", Mudarib exp intlude all expenses incurred by the Group, including specific provisions, but excluding staff cost and
deprecialion. The Group's "mudarib profit” is deducted from investors' share of income before distributing such income. In some cases, equity of IAH
withdrawn befers malurity and without completing agreed period are entilted to income available for tenror compleled by the Investor and afler deducting
some charges.

The basis applied by the Group In arfiving al the investment accountholders share of income is [total investment income less i il L pod exp 1
divided by [average funds generaling income {shareholders and equily of investment accountholders) times average funds of equity of IAH],

For identification purposcs only
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Al Baraka Islamic Bank B.S.C. (c)

Basel I, Pillar Il Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT {continued)
c) Equity of Investment Accountholders (continued)

Investment risk reserve
The Group deducts investmenl risk reserve as per approved policy from time lo ime from Lhe profil distributable (o equily of investment accountholders of ils
Bahrain operations, afler allocating the Mudarib share in order to caler against future lasses for equity of 1AH.

Profit equalisation reserve
The Group appropriates a certain amount in excess of the profit to be distribuled to equily of investment accountholders before 1aking into consideration the
rmudarib share of incorne. This is used to mainlain a cerlain level of relum on investment for equity of |1AH

Displaced commercial risk

The Group is exposed to displaced commercial risk in the event of having equity of IAH profit rates that are lower lhan market rates. The Group has
mitigaled this risk through the selling up of reserves thal will be used in case of a drop in IAH profit rates. The policies and procedures for displaced
commercial risk are lormulated and '/mplemented at the segment level (Pakistan and Bahrain).

Compfai'm procedure / awareness programs

A gement system |s blished. proceduwies on handling complaints have been develeped, new Complainls form has been introduced, a
number of complaints channels are available where customers can communicate through branches. call centre, email, dedicated staff number and web-site
Monitaring procedures have been developed as well.

The Group uses its websile, prinl and electronic media for consumer awareness pregram and to inform about new producls,
30 June 31 Dacomber
Panalty charges 2022 2021
Us 3 700 US § 060
Central Bank of Bahraln
Discrepancies in credit, risk and compliance procedures
and reporling of past dues -
Delays in settlement of ATM balances® - E
Wrong disclosure of penallies in prior pericds B
Discrepancies in corporate govemance disclosure - -
Anomalies in standing orders, EFTS and other electronic channels 85 77
85 77
State Bank of Pakistan
Various non-compliances with domestic laws and regulations % 2

For identification purposes only
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Al Baraka Istamic Bank B.5.C. ()
Basel I, Pillar |Il Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT (continued)

c) Equity of Investment Accountholders {continued)

* This penalty was paid in year 2018 but was waived off subsequeni Lz yearend.
“There was a penalty amounled lo U3D 1 thousand related 1o cerlain discrepancies in Corp G € paid sub I to year 2078

Non-Sharl'a complaint income
Tha Group has received US $ 149 thousand (2021: US $ 531 thousand) from customers as penalty for default are olher non sharia compliant sources, which
was disposed through charity contribution.

Table - 26, Equity of Investment Accountholders

The following table summarises the breakdown of equity of IAH and the analysis of profit equalisation reserve. invest t risk reserve and ratum on equity
of JAH as of:
30 June I December
2022 202t
US £ 000 Us § 000
IAH -Nen-banks 1,927,348 13071
IAH - Banks 545,838 491,204
Profit equalisation reserve 411 411
Invesimant risk reserve . =
1513,60% 1,865,418

Table - 26, Ratio of reserves to total |JAH

The following lable summarises the ratio of reserves to (he total amount of equity of JAH as of

30 June 31 December
2022 2021
PER tu JAH %] 0.02% 0.02%
1RF b2 JAH (%) £.00% 0,00%
Table = 27, Equity of Invest LA holders by lslamlc financing product type
The following tabla summarnises the percenlage of {AH financing for each type of Shari's-compliant contracl to total equity of 1AH financing as of:
26 June 31 December
2022 2021
Raceivables B0% 25.854%
Husharaka 12.77% 14.80%
ljara Muntabia Bittamleek & Kata incoma rece able 26.22% 22.84%
Investments 26.02% 24.25%
Cther assets 11.97% 12.15%

For identification purposes only
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Al Baraka Islamic Bank B.S.C. (c)

Basel Ill, Pillar Il Disclosures
for the pencd ended 30 June 2022

3 RISK MANAGEMENT (continued)

-] Equity of Investment Accountholders (continued)

Table - 28, Equity of Investment Accountholders by Counterparty Type

The following lable s the pare ge of equity of invesiment accountholders for each calegory of counterparty to tolal equily as of:
Counterparty typs
30 June 31 Dacember
2012 2021
Banks 29.15% W.47%
Investment Firms SAE% 5 Sir%
Corporates 20.00% 21 43%
Residentiats 29.59% 9.8T%
Others 5.80% 6.61%
Table ~ 29. Investment Accountholders share of profit
The follownng table summarises the share of profits eamed by and paid out to equity of 1AM and the Group as Mudarib for the year ended
A0 Juns 31 December 31 Dacembue 31 December 31 Dacambar
2022 2021 20w 201% 2018
Administrative expenses chaiged lo equity
of Invesiment accountholders 3,661 8.052 14,061 £88% 10577
Share of profits sarned by IAH, balore
timnsfers lo/from reserves 4,066 22941 874 84 531 69,629
Paicentage share of profil eamed by |AH
belore lrangles ta/trom reserves £19% 4.84% 537% $.06% 487
Shate of profil paid out to IAH afler
Mutdarib fee and transter
loiom reseries 41,927 58.566 837681 75287 53181
Parcerage shara of profit pald oul ta LAH
after Mudarib fee and transfer toffrom
raseTves 4 44% 1.28% EX L] 5.40% Jgan
Share of profit paid oul to Benk a3 mudanb 7,040 24374 23878 9.244 16.47F
Mudarib Fee to total Imvestment Profits. 15.92% 0 30% 27 08 10 94% 23 68%
Table = 30, M it In profit eq ion reserve
The following table s ises the mi 1 in profit equilisalion reserve duning the year ended:
20 June 31 December 31 Dacember 31 becember 31 Dwcember
2022 2021 2020 2019 2018
USs 5 000 5 § ood 185 5 000 US § '000 Us § 000
Esiance ai 1 Janusry 41 4 229 115 $72
Amogunt utilized on init:al implementabon
of FAS 30 - - B 572)
Reslaled balances as on 01 Janvary 411 144 229 15 -
Amoynt appastionad fromincome &7 115 14 115
Foteign exchange gain | (loss) 5 5 5 5 5
m an 44 e 15
Peicentage ol the profil earned on equity
of investment accounthalders
appropristed to profit
equilsation reserve 0.00% 0.08% 013% 0.13% 0.I7%

]
3
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Al Baraka Islamic Bank B.S.C. (c}
Basel [tl, Pilar Ill Disclosures
for the perad ended 30 June 2022

3 RISK MANAGEMENT {continued)

continued)

c) Equity of Investment A
Table = 31. Movement In investment risk reserve

The fellowing table summarises the movement in investment sk reserve during the year ended:

30 June 31 Decomber 31 Decomber 31 December 31 December
2022 2021 2020 2019 2078
us s voo L5 § 000 Us % '000 Us 5 000 Us § ‘060
Bakince at 1 tanuary . S = 1701
Amsunl uthzad on ivibal implemantados
of FAS 30 [ - ¥ : (1.701)
Restated balancas ax on 01 January 0 - N _
Amaunt apporuohiad from income - i & . =
Amount apportionsd to provision - fria)! S - -
[ o - o
Peicentage of tha probl sarned on equity
of Investmenl accounthokisrs
appropriated to profit
equiiisation reserve Nit 0.32% Ml Nil Nl

The profit equalisation reserve and investment risk reserve will revert to |AH as per terms and conditions of the Mudaraba contracl.
As |AH funds are commingled with the Group's funds for invesiment, no priority is granted to any pany for the purpose of invesiments and distribuion of
profits.

The Group's share, as Mudarib, in the profils of IAH is up to a maximum of 70% (31 December 2018: up to 70%) as per the terms of IAH agreements.

Table — 32, Equity of In it A hholders rate of return

The following table summarises the average rale of relum over the period:

Average
30 Junie 2022 Rate of return %
Bahrain Pakistan
8p uss

Saving Accounts 0.10% 0.10% 5.568%
Ons Month Term Deposis 08T% 5T% 491%
Thiee Monihs Term Deposits 137% 1.08% 4.98%
Six Months Term Depoaits 1.57% 197% 4,994,
Ningt Manths Tetm Daposts 1.89% 1.56% -
1 Year Tesm Deposils 2.14% 1.84% TV
2 Yaars Term Deposits. 249% 1.93% 10.63%
3 Year Tevm Daposits 224% 2.01% 11.10%
4 Years Term Deposits 2.29% 2.10% 1.50%
S¥ears Term Deposits 2.34% 2,15% 12,97%
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Al Baraka Islamic Bank B.S.C. (¢)

Basel HI, Pillar 11l Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT {continued)

c) Equity of Investment Accountholders {continued)

Avatags
31 December 2021 Rats of taturn %
Bahrain Pakistan
8D uss

Saving Accounis 0.10% 0.10% 3.83%
One Mornth Tasm Deposits 0.89% 4.80% 2.53%
Thiee Months Term Deposits 1.56% 127% 2.06%
Six Months Term Duposits 1.76% 1.47% 285%
Nina Months Tesm Deposils 208% 1.88% 0.00%
1 Year Term Daposits 233% 2.18% 5.95%
2 Years Tevm Deposils 2.38% 2.28% 7.19%
3 Year Tarm Deposits 243% 2.38% T31%
4 Yoars Term Daposits. 248% 2.40% 7.30%
SYears Tarm Daposits 253% 253% 1.04%
Tabie - 33, Equity of | Accountholders by type of assets

The following table summarises the types of assels in which the funds are invested and the actual allocation among various types of assels and the changes

in the assel allocation for the year ended 30 June 2022

Opening Closing

Actyal Actual

Alfocation Movemaeni Alfocation

US 5 000 USs § w0 Us § 000

Cash and balances with banks. 191,276 5958 197,274
Raceivables 484,124 {52,997) 41,127
ljata Muntahia Bitamiesk 426,107 65,160 431,275
Musharaka 76,152 {18,853) 239,299
Investmaents 452,408 35,247 A48T 855
Cthet acseks 35,349 (8,265) 26,984
1,865,418 3,198 1,873,614

The following table su
ended 31 December 2021

the types of assels in which the funds are invested and the actual allocation among vanous types of assets for lhe year

Opening Closing

actusl actual

allocation Movement sllacation

Us § 000 US $ 000 S 3 ‘000

Cash and balances with banks 120812 61,464 191,276

Reoceivables 552,018 {87.884) 484,124
ljara Muniahia Biitamlsek 1] - -

Musharaka 285,202 140,905 426,107

Investments 318,638 (40.486) 216.152

ljsra incorne recaivables 158,819 85588 452 408

Other atiebt 28,399 8.950 35,349

1696 908 168 508 1,865,418

For identification purposes only |
pwc

3n Date: oouooo--oncoc--%??o




Al Baraka Islamic Bank B.S.C. (¢)

Basel| lll, Pillar Il Disclosures
for the pericd ended 30 June 2022

3 RISK MANAGEMENT {continued)

€) Equity of Invest

tholders {continued)

Table - 34, Equity of |

Acce

profit earned and paid

The following lable summarises the amount and perceniage of profits earned and paid out to profit sharing investment accounts over the past five years:

2022
202
2020
2019
e

* Annuabsed

Profit aarned Profit paid to IAH
US § V00 wage US § 000 Hage
49,856 5.29% 41,927 A4 44%
82,941 0% 58,566 328%
87,437 5AT% 63,761 191%
84534 6.06% 75,287 5.40%
69,620 +83% 53181 1.66%

Table - 35. Treatment of

The following table sury

fi d by Equity of | t tA holders

of 30 June 2022:

Typa of Chims

Claims on Sovergn
Claima on PSEs

Claims on Banks

Claims on Cerporales
Clains on Invesiment Firms
Regulatory Retait Porifolio
Morigage

Past due facilities
Investmant in secunties
Hobing of Real Estates
Other Assats.

the reatment of assets financed by 1AH in he calculation of risk weighted assets {RWA) for capital adequacy purposes as

RWA for
capital
adeiuiacy Capital
RWA PUrposes charges
Es 000 US$ 000 USS 000
139 57 T
1077 ri] 40
33,300 9,9%0 1,24%
422,071 126,621 15828
37198 29,159 3,645
156048 T84 4.602
32,565 9,770 1,24
113 34 42
0185 17.795 2,224
20,290 2,487 1.061
931181 279350 M9y
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Al Baraka Islamic Bank B.5.C. {c)
Basel Ill, Pillar ||| Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT (continued)

<} Equity of Investment Accountholders (continued)

The following table summarises the reatmenl of assels finarced by |AH in the calculation of risk weighted assels (RWA) for capital adequacy purposes as
of 31 December 2021

RWA for
capitsl
adequacy Capitw
RWA piurposes charges
LI5S 000 USE 000 LIS o0
Type of Claims
Claima on Soversign 127 kI ] 5
Claims on PSEs 1651 495 62
Claims on Banks ;181 23.457 2832
Claims on Corpoiaies 415252 130,576 16,222
Claimz on Invesiment Firms S O
Regulatory Retail Porifebo 107 855 32357 4,045
Morigage 223520 B7,059 8,382
Past due facilties 35643 10,693 1337
lnvestmenl in securities 423 247 k1)
Holing of Real Eslates 50 008 15.002 1875
Other Assets 37300 11,100 1,399
970.379 291114 36,290

d) Off-balance sheet equity of Investment Accounthelders

Off-balance sheet equity of | tmenl tholders is ir d and ged in accordance wilh Shari‘a requirements.

The Group is not engaged in investmenl management activities or in managing funds. Therefore, the investmenls poficies of risk parameters related to
funds management are not relevant amid with specific nature of such business. The exposures given above are raised predominanily under agency

pements/ syndicalions wilh specified institulional custormers . In this respect. the respective nature. associated risks and relurns measures are duty
disclosed,

The Group has appropriale procedures and controls in place commensurate to the size of its portfolio which includes:

(a)  Organizing ils intemal affairs in a responsible manner, ensuring it has appropriate inlemal trols and risk r g syslams and procedures
and conlrols designed to mitigate and manage such risks;

{(b)  Observing high slandards of integrity and fair dealing in managing the scheme to the besl interest of ils investors; and

{c) Ensuring that the Group has the requisile level of knowledge and experience for the tasks thal is undertaken and is competent for the work
undertaken,
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Al Baraka Islamic Bank B.S.C. {(c)

Basel lll, Pillar |ll Disclosures
for the pencd ended 30 June 2022

3 RISK MANAGEMENT [continued)

d} Off-balance sheet aguity of I t A thold

{continued)

Table -~ 38, Off-balance sheel aquity of Iny A hold

by ic product type

The following table summarises the breakdown of Of-balance sheel equity of IAH by type of islamic finanting contracts as of:

Islamic products

30 Jure 31 December
03z 2021
On balsnce shee! Jointly
finanaced sssets*
Odhars
Receivables 45.27% 73.89%
Invesiments 14.73% 26 11%
* Funds received under "Wakala™ contracts are commingled or invested under multi level arrangements in * On Balance Sheel Equity of Invesiment
Accountholders. In this regards, the distribution of such assets is duly given in section "C”
Table — 37, Off-balance sheet aquity of Ir t t A tholders by party type
The following tabie summarises the percenlage of financing for each category of counterparty to lotal financing as of:
Counterparty type
0 June 31 December
2012 2021
On balance sheat Jointy
fnansced axsels”
Othars.
Banks 29.23% 21.48%
Corporats 61.82% 57.93%
Soversigns .34% 20.88%

* Funds received under “Wakala” contracts are commingled or invested under multi level arrangements in * On Balance Sheet Equity of Investment

Accountholders, In this regards, he distribution of such assets is duly given in section “C".
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Al Baraka Islamic Bank B.S.C. (¢)
Basel NI, Pillar 11l Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT {continued)

d) Off-balance sheet equity of Investment Accountholders {continued)

Table — 28, Off-balance shest equity of In A thoklers by type of t

The follawing table summarises the types of assets in which the funds are invested and the actual allocalion among various fypes of assets and lhe
changes in the asset allocation for the pefiod ended 30 June 2022

Opening Closing
acival actuat
allocation Movement altocation
Uss 000 USS 000 Uss ‘000

On bafance shes! Jointy
Ananaced ssses 514,684 61,303 576,587
514,584 61,903 576,587

Others

Slscoiiabks 125,2 2 127.924]
Investments 33,28 {20,691 12.569)
159,627 (18,031) 140,498
873,211 41,872 T17,08)

The following table summarises the types of assels in which the funds are invested and Ihe actual allccation among various types of assets and the changes
in the asset allocation for the year ended 31 December 2021

Opening Closing
asciual actual
ol Movement alfocation
LS5 000 US55 000 /53 000
Ot batance shest Joinily
finanaced sasais 154,143 150 541 514.684
54147 TE0.541 S14 684
Others
Raceivables 136,35 (11.089) 125,208
Investments 22,70 10,554 33.258|
159,062 (535) 158,527
523205 150,008 873211

For identification purposes only
=)
pwe
* Date? cvveeenreerred 3 AN




Al Baraka Islamic Bank B.5.C. (c)
Basel Ill, Pillar |11 Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT {continued)

d) Ofi-balance shest equity of Investment Accountholders (continued)

Table — 39, Off-balance sheet equity of | LA tholders historical retums

The following table summarises the historical retuns over the past five year:

Juna Decamber Dacember December December

2022 2021 2020 2019 2018

USS 000 USS 000 USs o0g LSS 000 US$ 000

Gross Incoma 13,211 25.593 17.153 23,330 1175
Mudanb Fee 6,232 9.945 3821 11,563 a

The Group’s share of profit as 8 Mudarib for managing Off-balance sheet equity of Investment accountholders and their share of income is based on the
terms and conditions of the related rmudarib agreements. These mudarib agreements are done al the individual Counter party level.

@) Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its payment obligations when they fall due under normal and siress circumstances. To limil this
risk, managemenl has amanged diversified funding sources, manages assets wilh fiquidily in mind, and monilors liquidily on regular basis. The liquidity
management policy al & minimum inciudes the following:

B Provide clear guidance on the composition and role of the assetfiability committee or such other commiftee or depariment responsible for managing

liquidity.
b Establish approval p 1o enaure adherance to liquidity risk management processes.
<. Require periodic calculations to delermine the extenl to which lhe segments are funding long-lerm assets wilh short-lerm liabilities.
d. Establish liquidity ratio benchmarks, e.g. p for the funding of long-term asseis with short-term liabilities to guide liquidity management and

the meihod for computing liquidity indicators.
e, Eslablish limils on the degree of concentrations thal are deemed acceptable. This should:

i) Ensure divarsification of funding by origin and lerm structure by, for example, guarding against concentration by individuals or groups of depositors,
types of deposit instruments, markel sources of deposit, gecgraphical sources, term to maturity, and deposil currencies. Where concenirations occur,
the segments manage their assels and liquidity profile to mitigate the risk; and

I Set procedures for lhe orderly restoration of the liquidity position in the event of loss of funding where such concenirations are unavoidable, In
addition, the segments conduct an impact analysis on its dependency on any such concenlrations.

I Provide for periodic review of lhe deposit struclure. The review should include the volume and trend of various types of deposits offered, maturnity
distributions of lime deposits, profit rate paid on each type of deposit, prevailing market profil rate, imits on large lime deposits, public funds, and non-
residen| deposits,
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Al Baraka Islamic Bank B.5.C. {c)
Baset lll, Pillar Ul Disclosures
for the period ended 30 June 2022

3 RISK MANAGEMENT [continued}

[}] Liquidity risk {continued)

a9. Pravide for the review of aftemate funding sources including stand-by facilities and lines of credit,

h, Eslablish a framework for the composilion of assets.

[ Assess the acceplable mismatch in combination with currency commilmenis. The segments underlake separale analysis of their stralegy for each
cumency individually. They set and regularly review limits on the size of cash flow mismatches over particular time horizons for foreign currencies in
aggregale, and for each significant currency.

Table = 40. Liquidity ratios

The following table summarises the liquidity ralios as of:

20 June 2022 31 December 2021

Liquid assets to total attets 0.54% 13.35%
Short l81m assets to 3%l term Fabiftes 0,37T% 34.18%

Table — 41, Quantitative Indicators of financlal performance and position

June December Decomber December December

2022 2021 2020 2019 2018

Raturn on averags equdy T.T% 4T7% 8% 20% B2%
Return on average assets o.T% 05% 9.3% 02% -0.8%
Costto Income Ratio T0.5% 70.8% 67.7% 75.8% B82.8%

* Retumn based on total income and equity Gncluding non-cantrelling intereat)
4 OTHERS

The responsibility for payment of Zakal is on ndividual shareholders and investment accountholders. However. in Pakistan. Zakah is deducled at source
from the Equity of investment accounthoiders as required by local laws.

The Group has dedicated stalf and hires services of professional firms to ensure compliance with applicable laws and regulations. Further, the legal cases

are actively folk d in coflaboralion of legal councils and direclly monitored by the stralegic management,

Subject lo the provisions thereof deposits held with the Bahrain office of Al Baraka Islamic Bank B_S_C.(c) are covered by the Deposit Proteclion Scheme
astablished by the Ceniral Bank of Bahrain regulation conceming the establishment of a Deposit Protection Scheme and a Deposit Protection Board.,
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Al Baraka Islamic Bank B.S.C.(c)

CBB - Composition of Capital Disclosure Requirements
As at 30 june 2022
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Al Baraka Islamic Bank B.S.C.(c})

CBB - Composition of Capital Disclosure Requirements
PD-1 Regulatory Capital Reconciliation

As at 30 June 2022

Common Disclosure Template PIRI Reference

Common Equity Tier ¥ capital: instruments and reserves

1 Directly issued qualifying common share capital plus related stock surplus 136,458 E
Z  Retained earnings (4,316)
3 Accurmulated other comprehensive income (and other reserves) (14,093) H-L
4 Not applicable -
S  Common share capital issued by subsidiaries and held by third parties (amount allowed in group CET1}) 13,180 N
6  Common Equity Tier 1 capital before regulatory adjustments 131,229
Common E. Tier 1 capital; regul en
7 Prudential valuation adjustments
Goodwill {net of related tax liability) 28,045 B
Other intangibles other than mortgage-servicing rights {net of related tax liability} 6,843 A
10 Deferred tax. as.sc.ats that rely on future prefitability excluding those arising from temporary differences {net of 3,605
related tax liability) Ci
11 Cash-flow hedge reserve -
12 Shortfall of provisions to expected losses
13 Securitisation gain on sale (as set out in paragraph 562 of Basel Il framework) -
14  Not applicable -
15 Defined-benefit pension fund net assets -
16 Investments in own shares -
17 Reciprocal cross-holdings in common equity
Investments in the capital of banking, financial and insurance entities that are outside the scope of regulatory
18 consolidation, net of eligible short positicns, where the bank does not awn more than 10% of the issued share -
capital (amount above 10% threshold)
19 Significant investments in the common stock of banking, fiflancial and insurance entities that are outside the 3
scope of regulatory consolidation, net of eligible short positions (amount above 10% threshold)
20  Mortgage servicing rights (amount abeve 10% threshold) -
2 Qef(.er.red tax assets arising from temporary differences (amount above 10% threshold, net of related tax 1,788
liability) C2
22 amount exceeding the 15% threshold -
23 of which: significant investments in the common stock of financials -
14 of which: mortgage servicing rights .
25 of which: deferred tax assets arising from temporary differences -
26 CBB specific regulatory adjustments B
27 Regulatory adjustments applied to Common Equity Tier 1 due to insufficient Additional Tier 1 and Tier 2 to A
cover deductions
28  Total regulatory adjustments to Common equity Tier 1 41,281
29 Common Equity Tier 1 capital (CET1) 88,948
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Al Baraka Islamic Bank B.5.C.[c)

CBB - Composition of Capital Disclosure Requirements
PD-1 Regulatory Capital Reconciliation

As at 30 June 2022

Common Disclosure Template

PIRI Reference

Additional Tier 1 capital: instruments

30

Directly issued qualifying Additional Tier 1 instruments plus related steck surplus

111,000 F

n

of which: classified as equity under applicable accounting standards

111,000

32

of which: classified as liabilities under applicable accounting standards

33

Directly issued capital instruments subject to phase out from Addittonal Tier 1

34

Additional Tier 1 instruments {and CET1 instruments not included in row 5) issued by subsidharies and held by
third parties (amount allowed in group AT1)

87

35

of which: instruments issued by subsidiaries subfect to phase out

36

Additional Tier 1 capital before regulatory adjustments

111,087

ditlonal Tier 1 capital: regulatory adjustments

37

Investments in own Additional Tier 1 instruments

18

Reciprocal cross-holdings in Additional Tier 1 instruments

9

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

10

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

1

CBB specific regulatory adjustments

42

Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover deductions

4

Total regulatory adjustments to Additional Tier 1 capital

44

Additional Tier 1 capital (AT1)

111,087

45

Hair Cut due to shortage in CET-1 Capital

46

Net Available Capital after regulatory adjustments and haircut

111,087

47

Tier 1 capital (T1 = CET1 + AT1)

200,035

Tier 2 capital: instruments a| rovisions

48

Directly issued qualifying Tier 2 instruments plus related stock surplus

49

Directly issued capital instruments subject to phase out from Tier 2

50

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

7,016

51

of which: instruments issued by subsidiaries subfect to phase out

52

Assets revaluation reserve - property, plant, and equipment

471 P

53

Provisions

7,628

54

Tier 2 capital before regulatory adjustments

15,115
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Al Baraka Islamic Bank B.S.C.{(c)

CBB - Composition of Capital Disclosure Requirements
PD-1 Regulatory Capital Reconciliation

As at 10 June 2022

Common Disclosure Template PIRI Reference

Amounts below the thresholds for deduction {before risk weighting}

75 Non-significant investments in the capital of other financials -

76 Significant investments in the common stock of financials -
77 Mortgage servicing rights (net of related tax liability) -
78 Deferred tax assets arising from temporary differences (net of related tax liability) 9,274

licable caps on the ipctusion of provisions in Tier 2

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised approach {(prior to

2 application of cap) 13.276 Q
80 Cap on inclusion of provisions in Tier 2 under standardised approach 7,628

81 N/A

Bz N/A

Capital instruments subject to phase-ouit arrange 3 {icable be: 1 Jan 2019 and 1 Jan 2023

83  Current cap on CET1 instruments subject to phase out arrangements -

84  Amount excluded from CET1 due to cap (excess over cap dfter redemptions and maturdties)

85 Current cap on AT1 instruments subject to phase out arrangements B

86  Amount excluded from AT1 due to cap (excess over cap after redemptions and maturities) -

87 Current cap on T2 instruments subject to phase out arrangements -

88 Amount excluded from T2 due to cap {excess over cap after redemptions and maturities) -
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Al Baraka Islamic Bank B.S.C.{c)

CBB - Composition of Capital Disclosure Requirements
PD-1 Regulatory Capital Reconciliation

As at 30 June 2022

Common Disciosure Template PIRI Reference

Tier 2 capital: regulatory adjustments

55 Investments in own Tier 2 instruments -

56 Reciprocal cross-holdings in Tier 2 instruments -

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

59 National specific regulatory adjustments -

58

60 Total regulatory adjustments to Tier 2 capital -
61 Tier 2 capital (T2) 15,115
62 Total capital (TC=T1+ T2) 215,150
63 Total risk weighted assets 907,932
Ca and buffs
64 Common Equity Tier 1 {as a percentage of risk weighted assets) 9.80%
65 Tier 1 (as a percentage of risk weighted assets) 22.03%
66 Total capital (as a percentage of risk weighted assets) 23.70%
Institution specific buffer requirement {minimum CET1 requirement plus capital conservation buffer plus
67 countercyclical buffer requirements plus D-SIB buffer requirement, expressed as a percentage of risk weighted 12.5%
assets)
68 of which: capital conservation buffer requirement 2.5%
69 of which: bank specific countercyclicat buffer requirement N/A
70 of which: D-5IB buffer requirement N/A
71 Common Equity Tier 1 available to meet buffers (as a percentage of risk weighted assets) 1.3%
Mational minima Including CCB {where different from Basel lil)
72 CBB Common Equity Tier 1 minimum ratio 9%
73 CBB Tier 1 minimum ratio 10.5%
74 CBB total capital minimum ratio 12.5%
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Al Baraka Islamic Bank B.S.C.{c)

CBB - Composition of Capital Disclosure Requirements
Statement of Financial Position

Appendix PD-2

Step-1

Assets

Cash and balances with banks and financial institutions
Receivables

ljara Muntahia Bittamleek &I jara receivables
Musharaka

Investments

Investments in real estate

Investment in joint venture & associates
Premises and equipment

Goodwill

Other assets

Total Assets

Liabilities

Current accounts

Murabaha and other payables
Other liabilities

Total liabilities

Equity of Investment Account Holders

Subordinated debt

Shareholders’ Equity
CET1

Share capital
Perpetual Tierl capital
Retained earnings
Reserves

Total Shareholders' Equity
Non controlling interest

Total Liabilities, URIA and shareholders’ equity

As per published

As per Consolidated

financial statements PIR#é Return
30 June 2022 30 June 2022
us $'ooo uUs $ 000
231,303 232,293
431,858 441,939
506,154 506,848
279,145 282,584
1,239,193 1,194,240
8,933 11,832
20,591 20,599
51,380 53,965
10,963 28,045
53,574 53,041
2,833,094 2,825,385
301,056 290,079
272,788 272,788
100,023 114,084
673,867 676,951
1,873,615 1,873,615
16,616 15,139
136,458 136,458
111,000 111,000
13,148 {12,713)
(13,181) 1,129
247,425 235,874
21,571 23,806
2,833,094 2,825,385
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Al Baraka Islamic Bank B.S.C.{c)

CBB - Composition of Capital Disclosure Requirements

Statement of Financial Position
Appendix PD-2

Step-2
As per published As per Consolidated
financial statements PIRI Return
30 June 2022 30 June 2022
Us $'000 Us $'000
Assets
Cash and balances with banks and financial institutions 231,303 232,293
Receivables 431,858 441,939
l,ara Muntahia Bittamleek & ljara income receivable 506,154 506,848
Musharaka 279,145 282,584
Investments carried at fair value through profit & loss 24,636
Investments carried at amortized cost 1,134,922 1,119,674
Investments carried at fair value through equity 104,271 49,930
Investments in real estate 8,933 11,832
Investment in joint venture & associates 20,591 20,599
Premises and equipment 51,380 53,965
of which intangibles 6,843 6,843
Goodwiil 10,963 28,045 8
Other assets 53,574 49,254
of which deferred tax subject to direct deduction 3,605 C1
of which deferred tax subject to threshold deduction 3,788 (2
Total Assets 1,833,094 2,825,386
Liabilities
Current accounts 301,056 290,079
Murabaha and other payables 272,788 272,788
Other liabilities 100,023 107,163
Total liabilities 673,867 670,030
Equity of Investment Account Holders 1,873,615 __1,873,615
Subordinated debt 16,616 15,139
of which allowed as T2 7.016 D
Shareholders’ Equity
CET1
Share capital 136,458 136,458 E
Perpetual AT1 Capital 111,000 111,000 F
Retained Earnings / (Accumulated losses} 13,148 (4316) G
Statutory reserve 24,840 24,840 H
General reserves 8,687 £,687 I
Foreign exchange reserve {51,174} (51,172) )
Revaluation reserve on investments 4,172 3,637 K
Other reserves (85} (85) L
Non controiling interest 21,571 23,806 M
NCI CET1 13,180 N
NCIAT1 a7 8]
Tier 2
Revaluation reserve on premises and equipment 379 471 P
Expected credit losses for stagel and stage2 13,276 Q
of whith allowed as T2 7,628 R
Total Shareholders’ Equity 268,996 266,602
Total Liabilities, URIA and shareholders’ equity 2,833,004 2,825,386

Lega! entities included within the regulatory scope of consclidation but excluded from the accounting scope of cansolidation:

[Name 1 [ Activities
Fund management
and investment
Itgan Capital Company advisory
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