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Board of Directors’ Report 7N
The Board of Directors has pleasure in submitting their report and the audited consolidated financial statements for
the year ended 31 December 2020.

Incorporation and registered offices

Commercial Bank International P.S.C. (the “Bank”) was incorporated under an Emiri Decree Number 5/91 on 28 April
1991 by His Highness Ruler of Ras Al-Khaimah. The address of the registered office is P.O. Box 793, Ras Al-Khaimah,
United Arab Emirates.

Principal activities

The principal activities of the Bank are retail banking, commercial banking, investment banking, Islamic banking,
brokerage and asset management and these activities are carried out through its branches in the United Arab
Emirates.

Financial position and results

The financial position and results of the Group for the year ended 31 December 2020 are set out in the accompanying
consolidated financial statements.

The Group has earned net interest income and income from Islamic financing and investing activities amounting AED
417,602 thousands during the year ended 31 December 2020 (2019: AED 473,379 thousands) and had recorded a
net profit of AED 33,678 thousands for the year ended 31 December 2020 (2019 (restated): AED 116,740 thousands).

Directors

The following were the Directors of the Bank at the end of year ended 31 December 2020:

Mr. Saif Ali Al Shehhi Chairman

Mr. Ali Rashid Al-Mohannadi Vice Chairman
Mrs. Fareeda Ali Abu Al Fath

Mr. Mubarak Bin Fahed

Mr. Faisal Ali Al Tamimi

Ms. Maitha Saeed Al Falasi

Dr. Ghaith Hammel Al Ghaith Al Qubaisi

Mr. Hamad Salah Al Turkait

Auditors

The consolidated financial statements for the year ended 31 December 2020 have been audited by Deloitte & Touche
(M.E.) and, being eligible, offer themselves for reappointment.

By order of the Board of Directors

£

saif alshehhi (Feb 10, 2021 16:46 GMT+4)

Saif Ali Al Shehhi
Chairman

10 February 2021
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INDEPENDENT AUDITOR’S REPORT

The Shareholders
Commercial Bank International P.S.C
United Arab Emirates

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Commercial Bank International P.S.C (the
“Bank”) and its subsidiaries (together the “Group”), United Arab Emirates which comprise the
consolidated statement of financial position as at 31 December 2020, and the consolidated income statement,
consolidated statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group, as at 31 December 2020, and its consolidated financial
performance and consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRSs”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the consolidated
financial statements section of our report. We are independent of the Group in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (the “IESBA Code™)
together with the other ethical requirements that are relevant to our audit of the Group’s consolidated financial
statements in the United Arab Emirates and we have fulfilled our other ethical responsibilities. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.

Cont’d...

Akbar Ahmad (1141, Cynthia Corby (995), Georges Najem (809), Mohammad Jallad (1164), Mohammad Khamees Al Tah (717),
Musa Ramahi (872), Mutasem M. Dajani (726), Obada Alkowatly (1056), Rama Padmanabha Acharya (701) and Samir Madbak (386)
are registered practicing auditors with the UAE Ministry of Economy.
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Independent Auditor’s Report

To the Shareholders of Commercial Bank International P.S.C (continued)

Key Audit Matters (continued)

Valuation and impairment of properties

The Group owns investment properties,
comprising land and buildings located in the
United Arab Emirates.

Investment properties are measured at a cost of
AED 52.2 million and property inventory is
carried at the lower of cost and net realisable
value of AED 648.6 million as at 31 December
2020.

For the purpose of determining whether or not
these items are impaired, an assessment of fair
value of the properties is carried out at each
reporting date by an external valuation firm. We
focused on this area as the valuation process
requires significant judgements to be applied, in
determining  the  appropriate  valuation
methodology to be wused, and significant
estimates to be made. The results of the
valuations are highly sensitive to the estimates
made, for example the discount rate, price of
comparable plots, disposal period and
infrastructure cost.

Details of property inventory and investment
properties are provided in notes 11 and 15
respectively, to the consolidated financial
statements.

We assessed the design and implementation and
tested operating effectiveness of controls over the
valuation of investment properties;

We involved our internal real estate valuation
specialist to review the valuation report and assess
whether the valuation approach and method used
are in accordance with the established standards for
valuation of the properties. Our internal specialist
also assessed the assumptions used by the third
party valuers in the valuation process;

We evaluated the qualifications, independence,
skills and competence of the external valuers;

Reviewed the engagement letter with the external
valuers to determine if their scope was sufficient for
audit purposes;

We agreed the inputs into the valuations, where
applicable, to supporting documentation, on a
sample basis;

Reperformed the arithmetical accuracy of the
valuations on a sample basis; and

Assessed the disclosures in the consolidated
financial statements relating to this matter against
the requirements of IFRSs.
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Independent Auditor’s Report

To the Shareholders of Commercial Bank International P.S.C (continued)

Key Audit Matters (continued)

Valuation of unquoted equity investments

The Group has investments in unquoted
equities and funds with a carrying value of AED
153.9 million as at 31 December 2020. These
instruments are classified as financial assets at
fair value through other comprehensive income
and profit or loss.

As disclosed in Note 12, the valuation of
investments in unquoted equities uses inputs
other than observable market data and therefore
are inherently subjective. It also requires
significant judgement to be applied by
management in determining the appropriate
valuation methodology and the use of various
assumptions, for example future cash flows,
discount rates, market risk adjustment etc.

Management determines the fair value of these
investments by internal valuations or by
involving external experts (“management
experts”) to provide independent valuations of
the investments based on valuation techniques
as allowed by IFRS 13 Fair Value
Measurement.

Given the inherent subjectivity and judgment
required in the valuation of unquoted
investments, which are classified under level 3
of the fair value hierarchy, we determined this
to be a key audit matter.

Obtained an understanding of the process adopted by
management to determine the fair value of unquoted
securities.

Assessed the design and implementation of controls
over the valuation of unquoted securities.

Agreed the valuations performed by management to
the amount reported in the financial statements.

Assessed the valuation methodology and estimates
used in the valuations by consulting with our internal
valuations specialists.

Agreed the inputs into the valuation to supporting
documentation on a sample basis, where applicable.

Reperformed the arithmetical
valuations.

accuracy of the

Assessed the competency, objectivity and capabilities
of management’s experts and for a sample of
valuations,  evaluated the  adequacy and
appropriateness of their work with the assistance of
our valuation experts.

Reviewed the engagement letter with management’s
experts to determine if their scope was sufficient for
audit purposes.

We assessed the disclosures in the financial statements
relating to this matter against the requirements of
IFRSs.
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Independent Auditor’s Report

To the Shareholders of Commercial Bank International P.S.C (continued)

Key Audit Matters (continued)

IT systems and controls over financial reportin

We identified IT systems and controls over the
Bank’s financial reporting as an area of focus
due to the extensive volume and variety of
transactions which are processed daily by the
Bank and rely on the effective operation of
automated and IT dependent manual controls.
There is a risk that automated accounting
procedures and related internal controls are not
accurately designed and operating effectively.
In particular, the incorporated relevant controls
are essential to limit the potential for fraud and
error as a result of change to an application or
underlying data.

Our audit approach relies on automated controls and
therefore the following procedures were designed to
test access and control over IT systems:

We obtained an understanding of the applications
relevant to financial reporting and the infrastructure
supporting these applications.

We tested IT general controls relevant to automated
controls and computer-generated information covering
access security, program changes, data centre and
network operations.

We examined computer generated information used in
financial reports from relevant applications and key
controls over their report logics.

We performed testing on the key automated controls on
significant IT systems relevant to business processes.

Measurement of expected credit losses

The assessment of the Bank’s determination of
impairment allowances for customer loans
requires management to make judgements over
the staging of financial assets and measurement
of the Expected Credit Loss (ECL). The audit
was focused on this matter due to the materiality
of the finance receivables to customers
(representing 60.5% of total assets) and the
complexity of the judgements, assumptions and
estimates used in the ECL models. Refer to Note
3.28 to the consolidated financial statements for
the accounting policy and Note 41.1 for the
credit risk disclosure.

The material portion of the non-retail portfolio
of finance receivables is assessed individually
for the significant increase in credit risk (SICR)
and measurement of ECL. This requires
management to capture all qualitative and
guantitative  reasonable and supportable
forward-looking information while assessing
SICR, or while assessing credit-impaired
criteria  for the exposure. Management
judgement may also be involved in manual
staging movements as per the Bank’s policies.

We performed the following audit procedures on the
computation of the ECL included in the Group’s
consolidated financial statements for the year ended 31
December 2020:

e Gained an understanding of the credit risk
management process and the estimation process of
determining impairment allowances for loans and
advances and tested the operating effectiveness of
relevant controls within these processes.

o Forasample of exposures, we performed a detailed
credit review and challenged the appropriateness of
the Group’s application of the staging criteria.

e Tested the completeness and accuracy of the data
used in the calculation of ECL;

o Assessed the Conceptual framework used for
developing the Group’s impairment policy in the
context of its compliance with the requirements of
IFRS 9.

o Assessed ECL modelling methodology,
reasonableness of the assumptions.

and
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Independent Auditor’s Report

To the Shareholders of Commercial Bank International P.S.C (continued)

Key Audit Matters (continued)

Measurement of expected credit losses

The measurement of ECL amounts for retail and
non-retail exposures classified as Stage 1 and
Stage 2 are carried out by the models with
limited manual intervention, It is important that
models (PD, LGD, EAD and macroeconomic
adjustments) are valid throughout the reporting
period and are subject to a validation process by
an independent reviewer.

The impact of the Covid-19 pandemic and the
resulting economic support and relief
measurement programmes of UAE
governments and central banks have been
incorporated in the Bank’s measurement of
ECL.

Measurement of ECL is considered a key Audit
matter as the Group applies significant
judgements and makes a number of assumptions
in developing ECL models.

Inspected the calculation methodology and traced
a sample back to source data for a sample of
wholesale and retail exposures.

We evaluated post model adjustments and
management overlays in order to assess the
reasonableness of these adjustments.

The Bank performed an external validation of the
PD and LGD models including macro-economic
model during the reporting period. We considered
the process of this external validation of the
models and its impact on the results of the
impairment estimate.

We have evaluated the approach employed by the
Bank to measure the impact of Covid-19 on ECL
— we evaluated controls over the IFRS 9
governance process that reviews and approves all
stage migrations, management overlays to ECL
estimates, and macro-economic scenarios and
weightings.

For the stage 3 portfolio and for a sample of
wholesale exposures we also assessed whether
relevant impairment events had been identified in
a timely manner and the appropriateness of the
provisioning assumptions such as estimated future
cash flows, collateral valuations and estimates of
recovery.

We assessed the disclosure in the consolidated
financial statements relating to this matter against
the requirements of IFRSs.

Other matter

The Consolidated financial statements of the Group for the year ended 31 December 2019 were audited by
another auditor who expressed an unmodified opinion on those statements on 9 February 2020.
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Independent Auditor’s Report
To the Shareholders of Commercial Bank International P.S.C (continued)

Other information

The Board of Directors is responsible for the other information. The other information comprises the annual
report of the Group. We obtained the Board of Directors’ report of the annual report prior to the date of this
auditor’s report, and the remaining information of the annual report is expected to be made available to us after
that date. The other information does not include the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance or conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

When we read the remaining information of the annual report of the Group, if we conclude that there is a
material misstatement therein, we are required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRSs and their preparation in compliance with applicable provisions of UAE Federal Law
No. (2) of 2015, and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report
To the Shareholders of Commercial Bank International P.S.C (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than the one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentations, or the override of internal controls.

e Obtain an understanding of internal controls 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 internal controls.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

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

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.
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Independent Auditor’s Report
To the Shareholders of Commercial Bank International P.S.C (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

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

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

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

Report on Other Legal and Regulatory Requirements
As required by the UAE Federal Law No. (2) of 2015, we report that for the year ended 31 December 2020:

¢  We have obtained all the information we considered necessary for the purposes of our audit;

e  The consolidated financial statements have been prepared and comply, in all material respects, with
the applicable provisions of the UAE Federal Law No. (2) of 2015;

e  The Bank has maintained proper books of account;

e  The financial information included in the Directors’ report is consistent with the books of account and
records of the Bank;

¢ Note 12 to the consolidated financial statements discloses the Bank purchases or investments in shares
during the year ended 31 December 2020;

e  Note 45 to the consolidated financial statements discloses material related party transactions and the
terms under which they were conducted and principles of managing conflict of interest;
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Independent Auditor’s Report
To the Shareholders of Commercial Bank International P.S.C (continued)

Report on Other Legal and Regulatory Requirements (continued)

e  Based on the information that has been made available to us nothing has come to our attention which
causes us to believe that the Bank has contravened during the year ended 31 December 2020 any of
the applicable provisions of the UAE Federal Law No. (2) of 2015 or of its Articles of Association
which would materially affect its activities or its financial position as at 31 December 2020; and

e No social contributions made during the year ended 31 December 2020.

Further, as required by UAE Federal Law No. (14) of 2018, we report that we have obtained all the information
and explanations we considered necessary for the purpose of our audit.

Deloitte & Touche (M.E.)

\‘\”

! L

Musa Ramahi
Registration No. 872
10 February 2021
Dubai

United Arab Emirates



Consolidated statement of financial position

Commercial Bank International P.S.C. % C Bl

as at
31 Dec 31 Dec 1Jan
Note 2020 2019 2019
AED 000 AED ’'000 AED 000
(restated) (restated)
Assets
Cash and balances with the Central Bank of the UAE 6 1,522,628 2,410,568 3,740,658
Derivative financial instruments 43 33,506 26,792 29,659
Deposits and balances due from banks 7 79,863 190,313 1,262,855
Loans and advances to customers 8 9,778,359 11,524,325 12,655,799
Islamic financing and investing assets 9 593,485 241,095 205,736
Receivables and other assets 10 2,508,499 2,215,502 2,887,122
Property inventory 11 648,615 406,572 447,544
Investment securities measured at fair value 12 167,735 50,286 61,527
Investment securities measured at amortised cost 13 1,534,076 1,237,414 1,009,297
Investment in associates 14 - 5,324 9,534
Investment properties 15 52,277 56,127 69,988
Intangible assets 16 53,382 61,468 71,769
Property and equipment 17 75,645 87,740 190,633
Non-current asset held for sale 18 92,665 93,782 69,403
Total assets 17,140,735 18,607,308 22,711,524
Liabilities and equity
Liabilities
Balance due to the Central Bank of the UAE 6 306,048 - 60,874
Derivative financial instruments 43 35,584 27,409 30,107
Deposits and balances due to banks 19 1,292,987 1,692,742 1,820,598
Customers’ deposits 20 10,024,423 11,254,271 14,617,625
Islamic customers’ deposits 21 457,032 813,250 637,132
Payables and other liabilities 22 2,521,941 2,334,523 3,157,415
Liabilities associated with non-current asset held for sale 18 12,206 13,323 13,323
Total liabilities 14,650,221 16,135,518 20,337,074
Equity
Share capital 23 1,737,383 1,737,383 1,737,383
Tier 1 Capital Securities 24 459,125 459,125 459,125
Reserves 25 424,774 481,884 370,188
Accumulated losses (192,094) (206,914) (192,552)
Equity attributable to owners of the Bank 2,429,188 2,471,478 2,374,144
Non-controlling interests 26 61,326 312 306
Total equity 2,490,514 2,471,790 2,374,450
Total liabilities and equity 17,140,735 18,607,308 22,711,524

To the best of our knowledge, and in accordance with IFRS, the consolidated financial statements present fairly in all material
respects the consolidated financial position, financial performance and cash flows of the Group.

Ali Sén %kad (Feb 10,2021 13:30 GMT+4) saif alshehhi (Feb 10, 2021 16:46 GMT+4)

Ali Sultan Rakkad Al Amri Saif Ali Al Shehhi
Chief Executive Officer Chairman

The accompanying notes and appendix form an integral part of these consolidated financial statements.
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Consolidated income statement

Commercial Bank International P.S.C. % C B |

for the year ended 31 December

2020 2019
Note AED '000 AED '000
(restated)
Interest income 27 666,529 902,119
Income from Islamic financing and investing assets 28 41,198 18,975
Total interest income and income from Islamic financing and
investing assets 707,727 921,094
Interest expense 29 (274,841) (425,184)
Distribution to Islamic depositors 30 (15,284) (22,531)
Net interest income and income from Islamic financing and investing
assets 417,602 473,379
Fee and commission income 31 161,311 259,172
Fee and commission expense 31 (15,380) (24,596)
Net fee and commission income 145,931 234,576
Net gain from derecognition of financial asset measured at amortised
cost 32 - 2,111
Other operating income, net 33 176,590 72,964
Net operating income 740,123 783,030
General and administrative expenses 34 (264,120) (373,922)
Net impairment loss on financial assets 35 (399,831) (285,214)
Net impairment loss on non-financial assets 36 (37,170) (27,322)
Share of results of associates (5,324) (4,210)
Profit for the year from continuing operations 33,678 92,362
Profit from discontinued operations 18 - 24,378
Profit for the year 33,678 116,740
Profit for the year attributable to:
Owners of the Bank (27,336) 116,734
Non-controlling interests 26 61,014 6
33,678 116,740
Earnings per share:
Basic and diluted earnings per share - continuing operations (AED) 38 (0.016) 0.053
Basic and diluted earnings per share - continuing and discontinued
operations (AED) 38 (0.016) 0.067

The accompanying notes and appendix form an integral part of these consolidated financial statements.
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Consolidated statement of comprehensive income

for the year ended 31 December

2020 2019
Note AED 000 AED 000
(restated)
Profit for the year 33,678 116,740
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss:
Changes in fair value of financial assets measured at fair value through
other comprehensive income (11,820) (11,039)
Remeasurement of net defined benefit liability (3,134) (8,361)
Other comprehensive loss for the year (14,954) (19,400)
Total comprehensive income for the year 18,724 97,340
Total comprehensive income for the year attributable to:
Owners of the Bank (42,290) 97,334
Non-controlling interests 26 61,014 6
18,724 97,340

The accompanying notes and appendix form an integral part of these consolidated financial statements.



Consolidated statement of changes in equity

Commercial Bank International P.S.C. % C B |

for the year ended 31 December

Equity
Tier1 attributable Non-
Share Capital Accumulated to owners of Controlling
capital Securities Reserves losses the Bank interests Total
AED 000 AED 000 AED ’000 AED 000 AED 000 AED 000 AED 000
2020
Balance as at 31 December 2019 - restated 1,737,383 459,125 481,884 (206,914) 2,471,478 312 2,471,790
Profit for the year - - - (27,336) (27,336) 61,014 33,678
Other comprehensive loss for the year - - (11,820) (3,134) (14,954) - (14,954)
Total comprehensive income for the year - - (11,820) (30,470) (42,290) 61,014 18,724
Transfer to statutory reserve - - 3,368 (3,368) - - -
Transfer to general reserve - - 3,368 (3,368) - - -
Transfer from general reserve to
accumulated losses - - (11,104) 11,104 - - -
Transfer from CBUAE specific provision
reserve - - (7,388) 7,388 - - -
Transfer from CBUAE general provision
reserve - - (33,534) 33,534 - - -
Balance as at 31 December 2020 1,737,383 459,125 424,774 (192,094) 2,429,188 61,326 2,490,514

The accompanying notes and appendix form an integral part of these consolidated financial statements.



Consolidated statement of changes in equity (continued)

Commercial Bank International P.S.C. % C B |

for the year ended 31 December

Equity
Tier1 attributable Non-
Share Capital Accumulated to owners of Controlling
capital Securities Reserves losses the Bank interests Total
AED 000 AED 000 AED ’000 AED 000 AED 000 AED 000 AED ’000
2019
Balance as at 31 December 2018 1,737,383 459,125 397,366 (192,552) 2,401,322 306 2,401,628
Adjustments due to change in accounting
policy (note 3.2.1) - - (27,178) - (27,178) - (27,178)
Balance as at 1 January 2019 - restated 1,737,383 459,125 370,188 (192,552) 2,374,144 306 2,374,450
Profit for the year - - - 116,734 116,734 6 116,740
Other comprehensive loss for the year - - (11,039) (8,361) (19,400) - (19,400)
Total comprehensive income for the year - - (11,039) 108,373 97,334 6 97,340
Transfer to statutory reserve - - 11,104 (11,104) - - -
Transfer to general reserve - - 11,104 (11,104) - - -
Transfer from general reserve to
accumulated losses - - (22,551) 22,551 - - -
Transfer to CBUAE specific provision
reserve - - 89,544 (89,544) - - -
Transfer to CBUAE general provision
reserve - - 33,534 (33,534) - - -
Balance as at 31 December 2019 - restated 1,737,383 459,125 481,884 (206,914) 2,471,478 312 2,471,790

The accompanying notes and appendix form an integral part of these consolidated financial statements.



Consolidated statement of cash flows

Commercial Bank International P.S.C. % C B |

for the year ended 31 December

2020 2019
AED ’000 AED '000
(restated)
Cash flows from operating activities
Profit for the year 33,678 116,740
Adjustments for:
Depreciation of property and equipment 19,981 23,106
Depreciation of investment property 3,126 3,376
Amortisation of intangible assets 17,177 16,404
Net impairment loss on financial assets 399,831 285,214
Net impairment loss on non-financial assets 37,170 27,322
Reversal of impairment of non-current asset held for sale - (24,379)
Loss/(gain) on disposal of property and equipment 301 (4,010)
Gain on disposal of investment properties - (438)
Amortisation of financial assets measured at amortised cost 8,375 7,818
Gain on disposal of financial assets measured at amortised cost (2,111)
(Gain)/loss on financial assets measured at FVTPL (127,515) 324
Dividend income (264)
Share of results of associates 5,324 4,210
Provision for end of service benefits 7,003 5,151
404,451 458,463
Changes in operating assets and liabilities:
Decrease/(increase) in balances with the Central Bank of the UAE 1,612,814 (1,049,069)
Decrease in deposits and balances due from banks - 183,665
Decrease in loans and advances to customers 1,061,389 749,854
Increase in Islamic financing and investing assets (352,486) (37,358)
Decrease in property inventory - 103,765
(Increase)/decrease in receivables and other assets (289,854) 669,745
Increase/(decrease) in due to the Central Bank of the UAE 306,048 (60,874)
Decrease in deposits and balances due to banks (399,755) (127,856)
Decrease in customers’ deposits (1,229,848) (3,363,354)
(Decrease)/increase in Islamic customers’ deposits (356,218) 176,118
Increase/(decrease) in payables and other liabilities 185,089 (808,879)
Cash used in operating activities 941,630 (3,105,780)
End of service benefits paid (7,299) (15,746)
Net cash used in operating activities 934,331  (3,121,526)
Cash flows from investing activities:
Purchase of property and equipment (12,159) (17,798)
Purchase of intangible assets (2,417) (673)
Purchase of financial assets measured at amortised cost (577,988) (442,850)
Proceeds from sale of property and equipment 162 95,104
Proceeds from sale of investment properties - 10,463
Proceeds from sale/redemption of financial assets measured at
amortised cost 272,886 206,529
Proceeds from disposal of financial assets measured at FVTOCI - 202
Net settlement of FVTPL assets (293) -
Dividend received - 264
Net cash used in investing activities (319,809) (148,759)

The accompanying notes and appendix form an integral part of these consolidated financial statements.
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for the year ended 31 December

Note 2020 2019
AED '000 AED '000
(restated)
Cash flows from financing activities:
Interest paid on Tier 1 Capital Securities - -
Net cash used in financing activities - -
Net decrease in cash and cash equivalents 614,522 (3,270,285)
Cash and cash equivalents at the beginning of the year 382,590 3,652,875
Cash and cash equivalents at the end of the year 39 997,112 382,590
Operational cash flows from:
Interest received 631,950 776,957
Income from Islamic financing and investing assets received 35,738 20,237
Interest paid 324,478 472,897
Distribution to Islamic depositors paid 21,819 21,647
Non-cash transactions:
Repossession of real estate assets from loan and advances to property
inventory 281,958 84,896

The accompanying notes and appendix form an integral part of these consolidated financial statements.
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1. Status and activities

Commercial Bank International P.S.C. (the “Bank”) is a public shareholding company with limited liability
incorporated under an Emiri Decree Number 5/91 on 28 April 1991 by His Highness Ruler of Ras Al-Khaimah. The
registered office of the Bank is at P.O. Box 793, Ras Al-Khaimah. The Bank is listed on the Abu Dhabi Exchange (Ticker
“CBI”). The Bank carries on commercial banking activities through its branches in the United Arab Emirates (“the
UAE”).

These consolidated financial statements incorporate the financial statements of the Bank and its subsidiaries as
disclosed below (collectively referred to as the “Group”).

Details of the Group’s subsidiaries at the end of reporting period is as follows:

Principal Principal place of  Place of % of ownership
Name Activity business incorporation 2020 2019
IFB * Brokerage Dubai - the UAE Dubai - the UAE 99.4 99.4
TRE Real estate Dubai - the UAE Dubai - the UAE 100.0 100.0
AKPI Real estate Sharjah - the UAE  Sharjah - the UAE 52.8 52.8

British Virgin

ACDL Real estate Antigua and Barbuda Islands 100.0 95.0
CBI Financial Services Limited SPV Dubai - the UAE Cayman Islands 100.0 100.0
CBI Tier 1 Private Ltd SPV Dubai - the UAE Cayman Islands 100.0 100.0
* under liquidation
2. Application of new and revised IFRSs
2.1 New and revised IFRSs applied with no material effect on the consolidated financial statements

The following new and revised IFRSs, which became effective for annual periods beginning on or after 1 January
2020, have been adopted in these consolidated financial statements. The application of these revised IFRSs has not
had any material impact on the amounts reported for the current and prior years but may affect the accounting for
future transactions or arrangements.

] Revised 'Conceptual Framework for Financial Reporting’.

] Amendments to IFRS 3 Business Combinations to clarify the definition of a business.

] Amendments to IFRS 7 Financial Instruments: Disclosures and IFRS 9 Financial Instruments regarding pre-
replacement issues in the context of the IBOR reform.

] Amendments to IAS 1 Presentation of Financial Statements and |AS 8 Accounting Policies, Changes in

Accounting Estimates and Errors regarding the definition of material.
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Notes to the consolidated financial statements (continued)

2. Application of new and revised IFRSs (continued)
2.2 New and revised IFRSs in issue but not yet effective and not early adopted

The Group has not yet early applied the following new standards, amendments and interpretations that have been
issued but are not yet effective:

Effective for
annual periods

New and revised IFRSs beginning on or after
Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments Effective date deferred
in Associates and Joint Ventures relating to the treatment of the sale or contribution indefinitely

of assets from an investor to its associate or joint venture.

Amendments to IAS 1 Presentation of Financial Statements regarding the 1 January 2023
classification of liabilities.

IFRS 17 Insurance Contracts establishes the principles for the recognition, 1 January 2023
measurement, presentation and disclosure of insurance contracts and supersedes
IFRS 4 Insurance Contracts.

Amendments IFRS 3 Business Combination updating a reference to the Conceptual 1 January 2022
Framework
Amendments to IFRS 16 Leases provide lessees with an exemption from assessing 1 June 2020

whether a COVID-19-related rent concession is a lease modification

Amendments to IAS 16 Property, Plant and Equipment prohibiting a company from 1 January 2022
deducting from the cost of property, plant and equipment amounts received from
selling items produced while the company is preparing the asset for its intended use

Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets 1 January 2022
regarding the costs to include when assessing whether a contract is onerous

Amendments to IFRS 4 Insurance Contracts, IFRS 7 Financial Instruments: 1 January 2021
Disclosures, |FRS 9 Financial Instruments and IFRS 16 Leases regarding replacement
issues in the context of the IBOR reform

Annual Improvements to IFRS 2018 — 2020 Cycle amending IFRS 1, IFRS 9, IFRS 16 1 January 2022
and IAS 41.

Management anticipates that these new standards, interpretations and amendments will be adopted in the Group’s
consolidated financial statements for the period of initial application and adoption of these new standards,
interpretations and amendments may have no material impact on the consolidated financial statements of the
Group in the period of initial application.
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Notes to the consolidated financial statements (continued)

3. Significant accounting policies
3.1 Statement of compliance

The consolidated financial statements of the Group are prepared in accordance with International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB).

3.2 Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis, except for items which are
measured at fair value at the end of each reporting period. Historical cost is generally based on the fair value of the
consideration given in exchange for assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Bank takes
into account when pricing the asset or liability if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes
in these consolidated financial statements is determined on such a basis, except for leasing transactions that are
within the scope of IFRS 16 and measurements that have some similarities to fair value but are not fair value such
as net realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into level 1, 2 or 3 based on
the degree to which the inputs to fair value measurements are observable and the significance of the inputs to the
fair value measurement in its entirety, which are described as follows:

= Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

= Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset
or liability either directly or indirectly; and

= Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies adopted in the preparation of the Group consolidated financial statements are set
out below. These policies have been consistently applied to all years presented. During the year the Group has
voluntarily changed its accounting policy of land and buildings under property and equipment from revaluation
model to cost model. The change in accounting policy has been applied retrospectively. The change in accounting
policy is described in detail in note 3.2.1.

3.2.1 Change in accounting policy

During the year the Group has voluntarily changed its accounting policy of land and buildings under property and
equipment from revaluation model to cost model. Management believes that change will result in financial
statements providing reliable and more relevant information about the effects of transactions, other events or
conditions on the Group’s financial position, financial performance or cash flows.

The Group has applied change in accounting policy using the full retrospective approach, with restatement of the
comparative information. New accounting policy is described in note 3.4 and financial impact of change in
accounting policy is described below.

Financial impact of change in accounting policy

The table below shows the amount of adjustment for each financial statement line item affected by restatement for
prior periods.
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3. Significant accounting policies (continued)
3.2 Basis of preparation (continued)
3.2.1 Change in accounting policy (continued)

As previously
reported Restatement As restated
AED 000 AED 000 AED 000

Year ended 31 December 2019
Impact on profit or loss

Other operating income 68,969 3,995 72,964
General and administrative expenses (375,630) 1,708 (373,922)
Net impact on profit or loss 5,703

Impact on other comprehensive income
Revaluation of properties 3,995 (3,995) -
Net impact on other comprehensive income (3,995)

Impact on earnings per share
Basic and diluted earnings per share from continuing

operations (AED) 0.050 0.003 0.053
Basic and diluted earnings per share from continuing and
discontinued operations (AED) 0.064 0.003 0.067

Impact on cash flows

Cash flows from operating activities (3,121,526) - (3,121,526)
Cash flows from investing activities (148,759) - (148,759)
Cash flows from financing activities - - -
Net impact on cash flows -

As at 1 January 2019

Impact on assets, liabilities and equity

Property and equipment 217,811 (27,178) 190,633
Net impact on total assets (27,178)

Net impact on total liabilities -

Reserves 397,366 (27,178) 370,188
Net impact on total equity (27,178)

As at 31 December 2019

Impact on assets, liabilities and equity

Property and equipment 113,210 (25,470) 87,740
Net impact on total assets (25,470)

Net impact on total liabilities -

Reserves 507,354 (25,470) 481,884
Net impact on total equity (25,470)
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3. Significant accounting policies (continued)
33 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and entities controlled by
the Bank (its subsidiaries). Control is achieved where the Bank has:

= power over the investee,
= exposure, or has rights, to variable returns from its involvement with the investee; and
= the ability to use its power over the investee to affect its returns.

The Bank reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed above.

When the Bank has less than a majority of the voting rights of an investee, it considers that it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the
investee unilaterally. The Bank considers all relevant facts and circumstances in assessing whether or not the
Company’s voting rights in an investee are sufficient to give it power, including:

= the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the other
vote holders;

= potential voting rights held by the Company, other vote holders or other parties;

=  rights arising from other contractual arrangements; and

= any additional facts and circumstances that indicate that the Company has, or does not have, the current
ability to direct the relevant activities at the time that decisions need to be made, including voting patterns
at previous shareholders’ meetings.

The financial statements of subsidiaries are prepared for the same reporting period as that of the Bank, using
consistent accounting policies.

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

Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. Those interests
of non-controlling shareholders that are present ownership interests entitling their holders to a proportionate share
of net assets upon liquidation may initially be measured at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s identifiable net assets. The choice of measurement is made
on an acquisition-by-acquisition basis. Other non-controlling interests are initially measured at fair value.
Subsequent to acquisition, the carrying amount of non-controlling interests is the amount of those interests at initial
recognition plus the non-controlling interests’ share of subsequent changes in equity.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Bank and to
the non-controlling interests. Losses applicable to the non-controlling interests in excess of the non-controlling
shareholders’ interest in the subsidiary’s equity are allocated against the interests of the Group except to the extent
that the non-controlling shareholders have a binding obligation and are able to make an additional investment to
cover the losses.
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3. Significant accounting policies (continued)
3.4 Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation and impairment loss, if any.
Historical cost includes expenditure that is directly attributable to the acquisition of the asset.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. All other repair and maintenance expenses are charged to the consolidated income
statement in the period in which they are incurred.

Capital work in progress is carried at cost, less any recognised impairment loss. Such properties are classified to the
appropriate categories of property and equipment when completed and ready for intended use. Depreciation of
these assets, on the same basis as other property assets, commences when the assets are ready for their intended
use.

Depreciation is charged so as to write off the cost of assets, other than land and capital work in progress, using the
straight-line method, over the estimated useful lives of the respective assets. Freehold land is not depreciated. The
estimated useful lives of the assets for the calculation of depreciation are as follows:

Buildings 25 years
Property improvements 4 -7 years
Furniture, fixtures, equipment and vehicles 4 years
Right of use assets 2 - 5years

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are expected
to arise from the continued use of the asset. The gain or loss arising on the disposal or retirement of an item of
property and equipment is determined as the difference between the sales proceeds and the carrying amount of
the asset and is recognised in consolidated income statement.

3.5 Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation, including property under
construction for such purposes. Investment properties are measured initially at its cost, including transaction costs.
Subsequent to initial recognition, investment properties are stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is calculated so as to write off the cost of investment properties using
the straight line method over their estimated useful lives of 25 years.

Investment properties are accounted for as acquisitions on the date when ownership passes to the Group under the
contract for the purchase of the relevant property, pending which event payments in respect of investment property
acquisitions are included in ‘receivable and other assets’.

Investment properties are derecognised when either they have been disposed of or when the investment property
is permanently withdrawn from use and no future benefit is expected from its disposal. The difference between the
net disposal proceeds and the carrying amount of asset is recognised in the consolidated income statement in the
period of derecognition.
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3. Significant accounting policies (continued)
3.6 Impairment of tangible assets

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the assets is estimated in order to determine the extent of the impairment loss (if any).
Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash
flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised in the consolidated income statement, unless the relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset
(cash-generating unit) in prior years. A reversal of an impairment loss is recognised in the consolidated income
statement.

3.7 Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their
estimated useful lives. The estimated useful lives for intangible assets ranges between 4 to 10 years. The estimated
useful life and amortisation method are reviewed at the end of each reporting period, with the effect of any changes
in estimate being accounted for on a prospective basis.

3.8 Property inventory

Properties acquired or constructed with the intention of sale are classified as property inventory. These are stated
at the lower of cost and net realisable value. Cost includes transaction costs incurred in respect of the acquisition of
those properties. Net realisable value represents the estimated selling price for property inventory less all estimated
costs necessary to make the sale. Properties acquired through repossession in settlement of loans and advances are
recorded at fair value at the date of repossession including transactions costs incurred in respect of such
repossession.
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3. Significant accounting policies (continued)
3.9 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

3.10 Leases
3.10.1 The Group as lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group recognises a
right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee,
except for short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets.
For these leases, the Group recognises the lease payments as an operating expense on a straight-line basis over the
term of the lease unless another systematic basis is more representative of the time pattern in which economic
benefits from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined,
the Group uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

= fixed lease payments (including in-substance fixed payments), less any lease incentives;

= variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

= the amount expected to be payable by the lessee under residual value guarantees;

= the exercise price of purchase options, if the lessee is reasonably certain to exercise the options; and

= payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease.

The lease liability is presented in ‘payables and other liabilities’ in the consolidated statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the carrying amount to reflect the lease payments made.
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3. Significant accounting policies (continued)
3.10 Leases (continued)
3.10.1 The Group as lessee (continued)

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use asset)
whenever:

= thelease term has changed or there is a change in the assessment of exercise of a purchase option, in which
case the lease liability is remeasured by discounting the revised lease payments using a revised discount
rate.

= the lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised lease
payments using the initial discount rate (unless the lease payments change is due to a change in a floating
interest rate, in which case a revised discount rate is used).

= alease contract is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured by discounting the revised lease payments using a revised discount
rate.

The Group did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made
at or before the commencement day and any initial direct costs. They are subsequently measured at cost less
accumulated depreciation and impairment losses.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which
it is located or restore the underlying asset to the condition required by the terms and conditions of the lease, a
provision is recognised and measured under IAS 37. The costs are included in the related right-of-use asset, unless
those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset.

If a lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the Group
expects to exercise a purchase option, the related right-of-use asset is depreciated over the useful life of the
underlying asset. The depreciation starts at the commencement date of the lease.

The right-of-use assets are presented in ‘property and equipment’ in the consolidated statement of financial
position.

The Group applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for any identified
impairment loss.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability and
the right-of-use asset. The related payments are recognised as an expense in the period in which the event or
condition that triggers those payments occurs.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead account for
any lease and associated non-lease components as a single arrangement. The Group has not used this practical
expedient.
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3. Significant accounting policies (continued)

3.10 Leases (continued)

3.10.2 The Group as lessor

The Group enters into lease agreements as a lessor with respect to some of its investment properties.

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a finance lease.
All other leases are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head lease and the sublease as two separate contracts.
The sublease is classified as a finance or operating lease by reference to the right-of-use asset arising from the head
lease.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased
asset and recognised on a straight-line basis over the lease term.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the Group's net
investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant periodic
rate of return on the Group's net investment outstanding in respect of the leases. When a contract includes lease
and non-lease components, the Group applies IFRS 15 to allocate the consideration under the contract to each
component.

3.11 Segment reporting

A segment is a distinguishable component of the Bank that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic environment (geographical
segment), which is subject to risks and rewards that are different from those of other segments. Segment income,
segment expenses and segment performance include transfers between business segments and between
geographical segments. Refer to note 46 on business segment reporting.

3.12 Acceptances

Acceptances are recognised as a financial liability in the consolidated statement of financial position with a
contractual right of reimbursement from the customer as a financial asset. Therefore, commitments in respect of
acceptances have been accounted for as financial assets and financial liabilities.

3.13 Investment in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest
in a joint venture. Significant influence is the power to participate in the financial and operating policy decisions of
the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial statements using
the equity method of accounting. Under the equity method, an investment in an associate is initially recognised in
the consolidated statement of financial position at cost and adjusted thereafter to recognise the Group's share of
the profit or loss and other comprehensive income of the associate. When the Group's share of losses of an associate
exceeds the Group's interest in that associate (which includes any long-term interests that, in substance, form part
of the Group's net investment in the associate), the Group discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that the Group has incurred legal or constructive obligations or
made payments on behalf of the associate.



Commercial Bank International P.S.C. % C B |

Notes to the consolidated financial statements (continued)

3. Significant accounting policies (continued)
3.13 Investment in associates (continued)

An investment in an associate is accounted for using the equity method from the date on which the investee
becomes an associate. On acquisition of the investment in an associate, any excess of the cost of the investment
over the Group's share of the net fair value of the identifiable assets and liabilities of the investee is recognised as
gooduwill, which is included within the carrying amount of the investment. Any excess of the Group's share of the net
fair value of the identifiable assets and liabilities over the cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the investment is acquired.

The requirements of IFRS are applied to determine whether it is necessary to recognise any impairment loss with
respect to the Group’s investment in an associate. When necessary, the entire carrying amount of the investment
(including goodwill) is tested for impairment as a single asset by comparing its recoverable amount (higher of value
in use and fair value less costs to sell) with its carrying amount, Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of that impairment loss is recognised in accordance with IAS 36 to
the extent that the recoverable amount of the investment subsequently increases.

The Group discontinues the use of the equity method from the date when the investment ceases to be an associate,
or when the investment is classified as held for sale. When the Group retains an interest in the former associate and
the retained interest is a financial asset, the Group measures the retained interest at fair value at that date and the
fair value is regarded as its fair value on initial recognition in accordance with IAS 39. The difference between the
carrying amount of the associate at the date the equity method was discontinued, and the fair value of any retained
interest and any proceeds from disposing of a part interest in the associate is included in the determination of the
gain or loss on disposal of the associate.

In addition, the Group accounts for all amounts previously recognised in other comprehensive income in relation to
that associate on the same basis as would be required if that associate or joint venture had directly disposed of the
related assets or liabilities. Therefore, if a gain or loss previously recognised in other comprehensive income by that
associate or joint venture would be reclassified to profit or loss on the disposal of the related assets or liabilities, the
Group reclassifies the gain or loss from equity to profit or loss (as a reclassification adjustment) when the equity
method is discontinued.

When the Group reduces its ownership interest in an associate but the Group continues to use the equity method,
the Group reclassifies to profit or loss the proportion of the gain or loss that had previously been recognised in other
comprehensive income relating to that reduction in ownership interest if that gain or loss would be reclassified to
profit or loss on the disposal of the related assets or liabilities.

When a group entity transacts with an associate of the Group, profits and losses resulting from the transactions with
the associate are recognised in the Group's consolidated financial statements only to the extent of interests in the
associate that are not related to the Group.
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3. Significant accounting policies (continued)
3.14 Foreign currencies

The individual financial statements of each group entity are presented in AED, which is the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the consolidated
financial statements, the results and financial position of each entity are expressed in AED, which is the functional
currency of the Bank, and the presentation currency for the consolidated financial statements.

Transaction in currencies other than the entity’s functional currency (foreign currencies) are recognised at the rates
of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items carried
at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not retranslated. Exchange differences are recognised in consolidated income in the period in which they arise.

3.15 Net interest income and income from Islamic products net of distribution to depositors

Interest income and expense for all financial instruments except for those classified as held for trading or those
measured or designated as at FVTPL are recognised in ‘Net interest income and income from Islamic products net of
distribution to depositors’ as ‘Interest income’, ‘Income from Islamic financing and investing assets’, ‘Interest
expense’ and ‘Distribution to depositors’ in the profit or loss account using the effective interest method. Interest
on financial instruments measured as at FVTPL is included within the fair value movement during the period and is
recognised in ‘other operating income’.

The effective interest rate (EIR) is the rate that exactly discounts estimated future cash flows of the financial
instrument through the expected life of the financial instrument or, where appropriate, a shorter period, to the net
carrying amount of the financial asset or financial liability. The future cash flows are estimated taking into account
all the contractual terms of the instrument.

The calculation of the EIR includes all fees paid or received between parties to the contract that are incremental and
directly attributable to the specific lending arrangement, transaction costs, and all other premiums or discounts. For
financial assets at FVTPL transaction costs are recognised in profit or loss at initial recognition.

The interest income/ interest expense is calculated by applying the EIR to the gross carrying amount of non-credit
impaired financial assets (i.e. at the amortised cost of the financial asset before adjusting for any expected credit
loss allowance), or to the amortised cost of financial liabilities. For credit-impaired financial assets the interest
income is calculated by applying the EIR to the amortised cost of the credit-impaired financial assets (i.e. the gross
carrying amount less the allowance for expected credit losses (ECL)). For financial assets originated or purchased
credit-impaired (POCI) the EIR reflects the ECL in determining the future cash flows expected to be received from
the financial asset.
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3.16 Net fee and commission income

Fee and commission income and expense include fees other than those that are an integral part of EIR (see note
3.15).

The fees included in this part of the Group’s consolidated income statement include among other things fees charged
for servicing a loan, advisory fee (mainly consisting of advising to wholesale clients on loan structuring) and non-
utilisation fees relating to loan commitments when it is unlikely that these will result in a specific lending
arrangement. The Group recognises the fee based on five step model as defined in note 3.19.

3.17 Net income from financial instruments at FVTPL

Net income from other financial instruments at FVTPL includes all gains and losses from changes in the fair value of
financial assets and financial liabilities at FVTPL. The Group has elected to present the full fair value movement of
assets and liabilities at FVTPL in this line, including the related interest income, expense and dividends (if any).

3.18 Dividend income

Dividend income is recognised when the right to receive payment is established. This is the ex-dividend date for
listed equity securities, and usually the date when shareholders approve the dividend for unlisted equity securities.

The presentation of dividend income in the consolidated statement of profit or loss depends on the classification
and measurement of the equity investment, i.e.:

= for equity instruments designated at FVTOCI dividend income is presented in other operating income; and
= for equity instruments not designated at FVTOCI, dividend income is presented as net income from financial
instruments at FVTPL.

3.19 Revenue from sale of property
The Group recognises revenue from sale of property based on a five step model:

= |dentify the contract(s) with a customer: A contract is defined as an agreement between two or more
parties that create enforceable rights and obligations and sets out the criteria for every contract that must
be met.

= |dentify the performance obligation in the contract: A performance obligation is a promise in a contract
with a customer to transfer a good or service to the customer.

= Determine the transaction price: The transaction price is the amount of consideration to which the Group
expects to be entitled in exchange of transferring promised goods or services to a customer.

=  Allocate the transaction price to the performance obligation in the contract: For a contract that has more
than one performance obligation, the Group allocates the transaction price to each performance obligation
which is an amount that depicts the amount of consideration to which the Group expects to be entitled to
in exchange for satisfying each performance obligation.

= Recognise revenue when (or as) the Group satisfies a performance obligation.

For the sale of property, the performance obligation is satisfied when the title of property is transferred to the
customer.

3.20 Derivative financial instruments

The Group entersinto a variety of derivative financial instruments to manage its exposure to interest rate and foreign
exchange rate risk, including interest rate swaps and foreign exchange forward contracts. Further details of
derivative financial instruments are disclosed in note 43.
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3.20 Derivative financial instruments (continued)

Derivatives are initially recognised at fair value at the date the derivative contract is entered into and are
subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or loss is
recognised in the consolidated income statement immediately.

A derivative with a positive fair value is recognised as a financial asset; a derivative with a negative fair value is
recognised as a financial liability.

3.21 Embedded derivatives

Derivatives embedded in financial liabilities or other non-financial asset host contracts are treated as separate
derivatives when their risks and characteristics are not closely related to those of the host contracts a