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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

The Board of Directors

The National Bank of Ras Al-Khaimah (P.S.C.)
Ras Al-Khaimah

United Arab Emirates

We have reviewed the accompanying condensed consolidated statement of financial position of The National
Bank of Ras Al-Khaimah (P.S.C.), Ras Al-Khaimah, United Arab Emirates (the “Bank™) and its
Subsidiaries (together referred to as the “Group™) as at 30 June 2016 and the related condensed consolidated
income statement, condensed consolidated statement of comprehensive income, condensed consolidated
statement of changes in equity and condensed consolidated statement of cash flows for the six months period
then ended. Management of the Group is responsible for the preparation and presentation of this interim
financial information in accordance with International Accounting Standard 34 - Interim Financial Reporting
(“IAS 347). Our responsibility is to express a conclusion on this interim financial information based on our

review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim
financial information conmsists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial information is not prepared, in all material respects in accordance with IAS 34.

Other matters

The consolidated financial statements of the Group for the year ended 31 December 2015 were audited by
another auditor who expressed an unmodified opinion on those consolidated financial statements on 2 February
2016. Further, the interim financial information of the Group for the period from 1 January 2015 to 30 June
2015 were reviewed by another auditor who expressed an unmodified conclusion on those interim financial

information on 27 July 2015.

Deloitte & Touche (M.E.)

Musa Ramahi
Registration No.: 872
27 July 2016

Anis Sadek (521), Georges Najem (809), Mohammad Khamees Al Tah (717), Musa Ramahi (872), Mutasem Dajani (726), Rama Padmanabha
Acharya (701) and Samir Madbak (386) are registered practicing auditors with the UAE Ministry of Economy.



The National Bank of Ras Al-Khaimah (P.8.C.)

Condensed consolidated statement of financial position
as at 30 June 2016

36 June 31 December
Notes 2016 2015
(un-andited) (audited)
AED’000 AED’000
ASSETS
Cash and balances with UAE Central Bank 4 4,643,939 4,908,196
Due from other banks 5 1,872,141 1,906,813
Loans and advances, net 6 28302673 27,798,096
Investment securities 7 4,133,591 4,115,072
Insurance contract assets and receivables 426,189 325,493
Other assets 8 451,978 424,585
Goodwill and other intangible assets 175,745 177,349
Property and equipment 891,759 897,450
Total assets 40,898,015 40,553,054
LIABILITIES AND EQUITY
Liabilities
Due to other banks 9 1,459,038 1,056,141
Deposits from customers 10 28,003,903 27,820,105
Debt security in issue 11 2,789,672 2,864,727
Insurance contract liabilities and payables 509,263 389,783
Other liabilities 12 670,227 704,850
Total liabilities 33,432,108 32,835,606
Equity
Share capital 13 1,676,245 1,676,245
Share premium 110,350 110,350
Retained earnings 1,707,052 2,102,951
QOther reserves 3,932,248 3,789,706
Eguity attributable to owners of the Parent 7,425,895 7,679,252
Non-controlling interests 40,012 38,196
Total equity 7,465,907 7,717,448
Total liabilities and equity 40,898,015 40,553,054

Chief Executive Officer

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



The National Bank of Ras Al-Khaimah (P.S.C.)

Condensed consolidated income statement (un-audited)
for the period from 1 January 2016 to 30 June 2016

Three months period

Six months period

ended 30 June ended 30 June
Notes 2016 2015 2016 2015
(un-audited) (un-audited) (un-audited)  (un-audited)
AED’000 AED’000 AED’000 AED’000
Interest income 16 687,290 714,071 1,403,511 1,418,983
Interest expense 16 (67,021) (55,165) (131,333) (106,472)
Net interest income 620,269 658,906 1,272,178 1,312,511
Income from Islamic financing 17 95,832 99,180 198,681 187,528
Distribution to depositors 17 (8,703) (7,496) (19,162) (15,919)
Net income from Islamic financing 87,129 91,684 179,519 171,609
Net interest income and net income
from Islamic financing 707,398 750,590 1,451,697 1,484,120
Net fees and commission income 18 169,451 172,929 338,310 339,502
Foreign exchange & derivative income 27,098 25,714 50,093 47,685
Gross insurance underwriting profit 6,620 3,033 18,747 3,033
Investment income 19 50,807 300 78,894 577
Other operating income 16,276 20,955 29,910 30,921
Non-interest income 270,252 222931 515,954 421,718
Operating income 977,650 973,521 1,967,651 1,905,838
Operating expenses 20 (345,072)  (385,662) (686,781) (762,703)
Operating profit before provision
for impairment 632,578 587,859 1,280,870 1,143,135
Provision for impairment of loans
and advances, net 6(d),(e) (437,119)  (233,884) (835,399) (426,960)
Profit for the period 195,459 353,975 445471 716,175
Attributed to:
Owners of the Parent 195,704 353,922 444,674 716,122
Non-controlling interests (245) 53 797 53
Profit for the period 195,459 353,975 445,471 716,175
Earnings per share:
Basic and diluted in AED 21 0.12 0.21 0.27 0.43

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



The National Bank of Ras Al-Khaimah (P.S.C.) 4

Condensed consolidated statement of comprehensive income (un-audited)
for the period from 1 January 2016 to 30 June 2016

Three months period Six months period
ended 30 June ended 30 June
2016 2015 2016 2015

(un-audited) (un-audited) (un-audited) (un-audited)
AED’000 AED’000 AED000  AED’000

Profit for the period 195,459 353,975 445471 716,175

Other comprehensive income
Items that will be reclassified subseguently

to profit or {oss

Net changes in fair value of available-for-

sale investment securities 132,299 (4,384) 144,012 (6,342)
Other comprehensive income for the period 132,299 (4,384) 144,012 (6,342)
Total comprehensive income for the period 327,758 349,591 589,483 709,833
Attributed to:

Owners of the Parent 328,104 350,330 586,234 710,572
Non-controlling interests (346) (739) 3,249 (739)
Total comprehensive income for the period 327,758 349,591 589,483 709,833

The accompanying notes form an integral part of these condensed consolidated financial statements.
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The National Bank of Ras Al-Khaimah (P.S.C.)

Condensed consolidated statement of cash flows (un-audited)
for the period from 1 January 2016 to 30 June 2016

Cash flows from operating activities
Profit for the period
Adjustments:
Provision for impairment of loans and advances, net
Depreciation of property and equipment
Amortisation of intangible assets
Gain on disposal of property and equipment
Amortisation of premium/discount relating to investments securities
Gain on sale of available-for-sale investment securities
(Gain)/loss on held for trading investment securities

Changes in operating assets and liabilities

Increase in deposits with the UAE Central Bank

(Increase)/decrease in due from other banks with original maturities of
three months or over

Increase in loans and advances, net

Increase in insurance contract assets and receivables

Goodwill and intangibles

Decrease/(increase) in other assets

Increase in due to other banks

Increase in deposits from customers

Increase/(decrease) in insurance contract liabilities and payables

(Decrease)/increase in other liabilities

Net cash (used in)/generated from operating activities

Cash flows from investing activities

Purchase of investment securities

Purchase of property and equipment

Investment tn RAKNIC, net

Proceeds from maturity/disposal of investments
Proceeds from disposal of property and equipment

Net cash generated from/(used in) investing activities
Cash flows from financing activities

Dividends paid

Zakat paid

Directors’ remuneration

Purchase offissue of debt security

Net cash (used in)/generated from finanecing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents, beginning of the period

Cash and cash equivalents, end of the period (Note 23)

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

Six months period ended

2016 2015
(un-audited) (un-audited)
AED’000 AED’000
445471 716,175
835,399 451,182
55,232 60,836
1,604 267
(253) (53)
7,342 8,760
(76,820) -
(337 55
1,267,638 1,237,222
(99,272) (272,095)
(560,100) 4,796
(1,339,976) (2,254,094)
(100,696) (19,745)
- 267
22,066 (72,666)
402,897 241,402
183,798 1,405,114
119,485 (41,430)
(34,623) 173,629
(138,783) 402,400
(1,023,427) (441,173)
(50,878) (30,431)
- (203,956)
1,218,736 83,431
1,590 315
146,021 (591,814)
(839,142) (838,123)
(482) (378)
(1,400) -
(124,514) 1,119,537
(965,538) 281,036
(958,300) 91,622
2,439,849 1,002,191
1,481,549 1,093,813




The National Bank of Ras Al-Khaimah (P.S.C.) 7

Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016

I. Incorporation and principal activities

The National Bank of Ras Al-Khaimah (P.S.C.) [the “Bank™] is a public shareholding company
incorporated in the Emirate of Ras Al-Khaimah in the United Arab Emirates (“UAE”). The head office of
the Bank is located at the National Bank of Ras Al-Khaimah building, Al Rifa area, Exit No. 129, Sheikh
Mohammed Bin Zayed Road, Ras Al-Khaimah, UAE.

The Bank is engaged in providing retail and commercial banking services through a network of thirty five
branches in the UAE.
At 30 June 2016, The National Bank of Ras Al-Khaimah (P.S.C) comprises the Bank and {ive subsidiaries

(together referred to as the “Group”). The condensed consolidated interim financial information for the six
months period ended 30 June 2016 comprises the Bank and following direct subsidiaries.

Authorised
and issued Ownership
Subsidiary capital interest Incorporated  Principal Activities
Ras Al Khaimah National AED 110 million 79.23% UAE All type of insurance
Insurance Company PSC business.
RAK Islamic Finance AED 100 million 99.9% UAE To sell sharia compliant
Company Pvt. J.S.C financial products.
Back office support
0/ %
BOSS FZCO AED 500,000 80% UAE services to the Bank.
RAK Technologies FZCO AED 500,000 80%* UAE Technological support
services to the Bank.
Rakﬁlndmg Cayman lelted USD 100 999% Cayman TO facilitate the iSSuC Of
Island USD 800 million Euro

medium term notes
(EMTN) under the Bank’s
USD 1 billion EMTN
programme.

*These represent legal ownership of the Bank. However, beneficial ownership is 100% as the remaining
interest is held by a related party.

2. Application of new and revised International Financial Reporting Standards (“IFRS”)

2.1 New and revised IFRS applied with no material effect on the condensed consolidated financial
statements

The following new and revised IFRS, which became effective for annual periods beginning on or after

1 January 2016, bave been adopted in these condensed consolidated financial statements. The application

of these new and revised IFRS has not had any material impact on the amounts reported for the current and

prior periods but may affect the accounting for future transactions or arrangements.

e IFRS 14 Regulatory Deferral Accounts.
s Amendments to IAS 1 Presentation of Financial Statements relating to Disclosure initiative

¢ Amendments to IFRS 11 Joint arrangements relating to accounting for acquisitions of interests in joint
operations.



The National Bank of Ras Al-Khaimah (P.S.C.)

Notes to the condensed consolidated firancial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRS”) (continued)

2.1 New and revised IFRS applied with no material effect on the condensed consolidated financial

statements (continued)

Amendments to IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets relating to
clarification of acceptable methods of depreciation and amortisation.

Amendments to IAS 16 Property, Plant and Equipment and IAS 41 Agriculture relating to bearer

plants.

Amendments to IAS 27 Separate Financial Statements relating to accounting investments in
subsidiaries, joint ventures and associates to be optionally accounted for using the equity method in
separate financial statements.

Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosure of Interests in Other
Entities and IAS 28 Investment in Associates and Joint Ventures relating to applying the consolidation
exception for investment entities.

Annual Improvements to IFRS 2012-2014 Cycle covering amendments to IFRS 5 Non-current Assets
Held for Sale and Discontinued Operations, IFRS 7 Financial Instruments: Disclosures and IAS 19

Employee Benefits.

2.2 New and revised IFRS in issue but not yet effective and not early adopted

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

Effective for
annual periods
New and revised IFRS beginning on or after

Amendments to IAS 12 Income Taxes relating to recognition of Deferred Tax 1 January 2017

Assets for Unrealised Losses.

Amendments to IAS 7 Statement of Cash Flows to provide disclosures that 1 January 2017
enable users of financial statements to evaluate changes in liabilities arising
from financing activities

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013 and 2014) 1 January 2018

I[FRS 9 issued in November 2009 introduced new requirements for the
classification and measurement of financial assets. [IFRS 9 was subsequently
amended in October 2010 to include requirements for the classification and
measurement of financial liabilities and for derecognition, and in November
2013 to include the new requirements for general hedge accounting. Another
revised version of IFRS 9 was issued in July 2014 mainly to include a)
impairment requirements for financial assets and b) limited amendments to the
classification and measurement requirements by introducing a ‘fair value
through other comprehensive income’ (FVTOCI) measurement category for

certain simple debt instruments.

@

e



The National Bank of Ras Al-Khaimah (P.S.C.)

Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

2. Application of mew and revised International Finamcial Reporting Standards (“IFRS”)

(continued)

2.2 New and revised IFRS in issue but not yet effective and not early adopted (continued)

New and revised IFRS

A finalised version of IFRS 9 which contains accounting requirements for
financial instruments, replacing TAS 39 Financial Instruments: Recognition
and Measurement. The standard contains requirements in the following areas:

e Classification and measurement: Financial assets are classified by
reference to the business model within which they are held and their
contractual cash flow characteristics. The 2014 version of IFRS 9
introduces a 'fair value through other comprehensive income' category for
certain debt instruments. Financial liabilities are classified in a similar
manner to under IAS 39, however there are differences in the requirements
applying to the measurement of an entity's own credit risk.

o Impairment: The 2014 version of IFRS 9 introduces an 'expected credit
loss' model for the measurement of the impairment of financial assets, so it
is no longer necessary for a credit event to have occurred before a credit
loss is recognised.

o Hedge accounting: Introduces a new hedge accounting model that is
designed to be more closely aligned with how entities undertake risk
management activities when hedging financial and non-financial risk
exposures.

o Derecognition: The requirements for the derecognition of financial assets
and liabilities are carried forward from IAS 39.

Amendments to IFRS 7 Financial Instruments: Disclosures relating to
disclosures about the initial application of IFRS 9.

IFRS 7 Financial Instruments: Disclosures relating to the additional hedge
accounting disclosures (and consequential amendments) resulting from the
introduction of the hedge accounting chapter in IFRS 9.

IFRS 15 Revenue from Contracts with Customers: IFRS 15 provides a single,
principles based five-step model to be applied to all contracts with customers.

IFRS 16 Leases provides a single lessee accounting model, requiring lessees
to recognise assets and liabilities for all leases unless the lease term is 12
months or less or the underlying asset has a low value

Effective for
annual periods

beginning on or after

When IFRS 9 is first
applied

When IFRS 9 is first
applied

1 January 2018

1 January 2019



The National Bank of Ras Al-Khaimah (P.S.C.) 10

Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

2.2 New and revised IFRS in issue but not yet effective and not early adopted (continued)

Effective for
annual periods

New and revised IFRS beginning on or after

o Amendments to IFRS 10 Consolidated Financial Statements and 1AS 28 Effective date
Investments in Associates and Joint Ventures (2011) relating to the treatment  deferred indefinitely
of the sale or contribution of assets from and investor to its associate or joint

venture

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s condensed consolidated financial statements for the period of initial application and adoption of
these new standards, interpretations and amendments, except for IFRS 9, may have no material impact on
the condensed consolidated financial statements of the Group in the period of initial application.

The application of the finalised version of IFRS 9 may have significant impact on amounts reported and
disclosures made in the Group’s condensed consolidated financial statements in respect of Group’s financial
assets and financial liabilities. However, it is not practicable to provide a reasonable estimate of effects of

the application until the Group performs a detailed review.

3. Significant accounting policies

The significant accounting policies applied in the preparation of these condensed consolidated financial
statements are set out below. These policies have been consistently applied to all the years presented, unless

otherwise stated.

(a) Basis of preparation

The condensed consolidated financial statements of the Group are prepared under the historical cost basis
except for certain financial instruments which are measured at fair value. Historical cost is generally based

on the fair value of the consideration given in exchange for assets.

These condensed consolidated financial statements are prepared in accordance with International
Accounting Standard 34: Interim Financial Reporting (“IAS 34”), issued by the International Accounting
Standard Board (IASB) and also comply with the applicable requirements of the laws in the U.A.E.

The accounting policies used in the preparation of these condensed consolidated financial statements are
consistent with those used in the audited annual consolidated financial statements for the year ended

31 December 2015.

As required by the Securities and Commodities Authority of the U.A.E. (“SCA”) Notification No.
2624/2008 dated 12 October 2008, accounting policies relating to financial assets, cash and cash
equivalents, Islamic financing and investing assets and investment properties have been disclosed in the

condensed consolidated financial statements.

These condensed consolidated financial statements do not include all the information required for full
annual consolidated financial statements and should be read in conjunction with the Group’s audited annual
consolidated financial statements as at and for the year ended 31 December 2015. In addition, results for
the six months period ended 30 June 2016 are not necessarily indicative of the results that may be expected

for the financial year ending 31 December 2016.

o



The National Bank of Ras Al-Khaimah (P.S.C.) 11

Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

3. Significant accounting policies (continued)

(b) Consolidation

The condensed consolidated financial statements incorporate the condensed consolidated financial
statements of National Bank of Ras Al-Khaimah (P.S.C.) and its subsidiaries (collectively referred to as

“Group”).

i) Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group
is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to

affect those returns through its power over the entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group.

ii) Transactions eliminated on consolidation

Intra-group balances and income and expenses (except for foreign currency transaction gains or losses)
arising from intra-group transactions, are eliminated in preparing the condensed consolidated financial
statements. Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that

there is no evidence of impairment.

iii) Acquisition accounting

The acquisition method of accounting is used to account for the acquisition of subsidiaries. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured at
their fair values at the acquisition date, irrespective of the extent of any non-controlling interest, and the
Group allocates the purchase price to these net assets acquired. The measurement period for purchase price
allocations ends as soon as information on the facts and circumstances becomes available, but does not
exceed 12 months. The Group policy is aligned with that laid out in IFRS 3.

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity
instruments issued and liabilities incurred or assumed, but excludes acquisition related costs such as
advisory, legal, valuation and similar professional services which are charged to the income statement.

The Group measures non-controlling interest that represents present ownership interest and entitles the
holder to a proportionate share of net assets in the event of liquidation on a transaction by transaction basis.

Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the consideration
transferred for the acquiree, the amount of non-controlling interest in the acquiree and fair value of an
interest in the acquiree held immediately before the acquisition date.

(c) Loans and advances and provision for impairment

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and advances are initially recognised at fair value, which is the cash
consideration to originate or purchase a loan including any transaction costs, and measured subsequently at
amortised cost using the effective interest method.

The Group assesses at each financial position date whether there is objective evidence that loans and
advances are impaired. Loans and advances are impaired and impairment losses are incurred only if there
is objective evidence that the Group will not be able to collect all amounts due.



The National Bank of Ras Al-Khaimah (P.S.C.) 12

Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

3. Significant accounting policies (continued)
(¢) Loans and advances and provision for impairment (continued)

The criteria that the Group uses to determine that there is objective evidence of an impairment loss include:

* Delinquency in contractual payments of principal or interest;

o Cash flow difficulties experienced by the borrower;

e Breach of loan covenants or conditions;

s Initiation of bankruptcy proceedings;

e  Deterioration of the borrower’s competitive position;

e Deterioration in the value of collateral; and

e Observable data indicating that there is a measurable decrease in the estimated future cash flows from
a portfolio of financial assets since the initial recognition of those assets, although the decrease cannot
yet be identified with the individual financial assets in the portfolio, including:
(i) adverse changes in the payment status of borrowers in the portfolio; and
(ii) national or local economic conditions that correlate with defaults on the assets in the portfolio.

The Group first assesses whether objective evidence of impairment exists either individually for financial
assets that are individually significant and individually or collectively for financial assets that are not
individually significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is or continues to be recognised are

not included in a collective assessment of impairment.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced through
the use of an allowance account and the amount of the loss is recognised in the consolidated income

statement.

If the amount of impairment subsequently decreases due to an event occurring after the write down, the
release of the provision is credited to the consolidated income statement. If a loan has a variable interest
rate, the discount rate for measuring any impairment loss is the current effective interest rate determined

under the contract.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset
reflects the cash flows that may result from foreclosure less costs for obtaining and selling the collateral,

whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of
similar credit risk characteristics (i.e. on the basis of the Group’s grading process that considers asset type,
industry, collateral type, past-due status and other relevant factors). Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by being indicative of the debtors’ ability to pay
all amounts due according to the contractual terms of the assets being evaluated.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

3. Significant accounting policies (continued)

(c) Loans and advances and provision for impairment (continued)

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated
on the basis of the contractual cash flows of the assets and historical loss experience for assets with similar
credit risk characteristics. Historical loss experience is adjusted on the basis of current observable data to
reflect the effects of current conditions that did not affect the period on which the historical loss experience
is based and to remove the effects of conditions in the historical period that do not currently exist.

Estimates of changes in future cash flows for groups of assets reflect and are directionally consistent with
changes in related observable data from period to period (for example, changes in unemployment rates,
property prices, payment status, or other factors indicative of changes in the probability of losses and their
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed regularly
by the Group to reduce any differences between loss estimates and actual loss experience.

When a loan is uncollectable, it is written off against the related provision for impairment. This is normally
done within six to twelve months of the loan becoming past due, depending on the type of the loan. Non
performing mortgage loans, however, are written off after considering each individual case. If no related
provision exists, it is written off to the consolidated income statement. Subsequent recoveries are credited
to the consolidated income statement.

Loans that are either subject to collective impairment assessment or individually significant and whose
terms have been renegotiated are no longer considered to be past due but are treated as new loans.

(d) Islamic financing
The Group engages in Shari’ah compliant Islamic banking activities through various Islamic instruments

such as Murabaha, Salam, Mudaraba, and Wakala. The accounting policy for initial recognition, subsequent
measurement and derecognition of Islamic financial assets and liabilities are as per Note 3(c).

i} Murabaha financing

A sale contract whereby the Group sells to a customer commodities and other assets at an agreed upon profit
mark up on cost. The Group purchases the assets based on a promise received from customer to buy the
item purchased according to specific terms and conditions. Profit from Murabaha is quantifiable at the
commencement of the transaction. Such income is recognised as it accrues over the period of the contract
on effective profit rate method on the balance outstanding.

ii) Salam

Bai Al Salam is a Sale contract where the Customer (Seller) undertakes to deliver/supply a specified tangible
asset to the Group (Buyer) at mutually agreed future date(s) in exchange for an advance price fully paid on
the spot by the buyer.

Revenue on Salam financing is recognised on the effective profit rate basis over the period of the contract,
based on the Salam capital outstanding.

iii) Mudaraba

A contract between the Group and a customer, whereby one party provides the funds (Rab Al Mal-
customer) and the other party (the Mudarib- the Group) invests the funds in a project or a particular activity
and any profits generated are distributed between the parties according to the profit shares that were pre-
agreed in the contract. The Mudarib would bear the loss in case of default, negligence or violation of any
of the terms and conditions of the Mudaraba, otherwise, losses are borne by the Rab Al Mal.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

3. Significant accounting policies (continued)
(d) Islamic financing (continued)

iv) Wakala

An agreement between the Group and customer whereby one party (Rab Al Mal-principal) provides a
certain sum of money to an agent (Wakil), who invests it according to specific conditions in return for a
certain fee (a lump sum of money or a percentage of the amount invested). The agent is obliged to return
the invested amount in case of default, negligence or violation of any of the terms and conditions of the

Wakala. The Group may be Wakil or Rab Al Mal depending on the nature of the transaction.

Estimated income from Wakala is recognised on an accrual basis over the period, adjusted by actual income
when received. Losses are accounted for on the date of declaration by the agent.

v) Iljara

Ijara financing is a finance lease agreement whereby the Group (lessor) leases an asset based on the
customer’s (lessee) request and promise to lease the assets for a specific period in lieu of rental instalments.
Tjara ends in transferring the ownership of the asset to the lessee at the end of the lease inclusive of the risks
and rewards incident to an ownership of the leased assets. Ijara assets are stated at amounts equal to the net
investment outstanding in the lease including the income earned thereon less impairment provisions.

(e) Investment securities

The Group classifies its investment securities in the following categories: Held-for-trading securities, held-
to-maturity and available-for-sale. Management determines the classification of its investments at initial
recognition.

Held-for-trading securities: Investment securities held at fair value through profit and loss are those which
are acquired principally for the purpose of trading with the objective of generating profit.

Held-to-maturity: Held-to-maturity investments are non-derivative financial assets with fixed or
determinable payments and fixed maturities that the Group’s management has the positive intention and
ability to hold to maturity. If the Group were to sell other than an insignificant amount of held-to-maturity
assets, the entire category would be reclassified as available for sale except if sale is due to significant

deterioration of the issuer.

Available-for-sale: Available-for-sale investments are those non-derivative financial assets that are
designated as available-for-sale or are not classified as (a) loans and advances, (b) held-to-maturity
investments.

Regular purchases and sales of financial assets at held-to-maturity and available-for-sale are recognised on
settlement date.

Financial assets, except assets that are held for trading are initially recognised at fair value plus transaction
costs. For financial assets acquired for trading, transaction costs are charged to profit and loss. Financial
assets are derecognised when the rights to receive cash flows from the financial assets have expired or

where the Group has transferred substantially all risks and rewards of ownership.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

3. Significant accounting policies (continued)

(e) Investment securities (continued)

Available-for-sale financial assets are subsequently carried at fair value. Held-to-maturity investments are
carried at amortised cost using the effective interest method.

Gains and losses arising from changes in the fair value of available-for-sale financial assets are recognised
directly in consolidated statement of comprehensive income, until the financial asset is derecognised or
impaired. At this time, the cumulative gain or loss previously recognised through the consolidated statement
of comprehensive income is recognised in the income statement.

Foreign currency gains and losses arising on available-for-sale monetary financial assets are directly
recognised in the condensed consolidated income statement.

The fair values of quoted investments in active markets are based on current bid prices, as the Group
considers the bid prices to be most representative of fair value, if the market for a financial asset is not
active (and for unlisted securities), the Group establishes fair value by using valuation techniques.

Interest earned whilst holding investment securities is reported as under interest income in the condensed
consolidated income statement.

Dividends on available-for-sale equity instruments are recognised in the condensed consolidated income
statement when the Group’s right to receive payment is established.

The Group assesses at each financial position date whether there is objective evidence that a financial asset
is impaired. In the case of equity investments classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is considered in determining whether the asset is
impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss — measured
as the difference between the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognised in profit or loss —is removed from equity and recognised in the income
statement. Impairment losses recognised in the income statement on available-for-sale equity instruments
are not reversed through the income statement. Impairment on debt securities classified as available-for-
sale and those held to maturity is assessed as outlined in the accounting policy for impairment of loans and

advances [Note 3(c)].

(H Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents include cash on hand, money in
current and call accounts and placements with original maturity of less than three months excluding the
statutory deposit required to be maintained with the UAE Central Bank.
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Notes to the condensed consolidated financial statements
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4. Cash and balances with UAE Central Bank
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30 June 31 December

2016 2015

(un-aundited) (audited)

AED’000 AED’000

Cash in hand 715,753 802,647
Balances with the UAE Central Bank 1,200 277,835
Statutory deposit with the UAE Central Bank 3,026,986 2,827,714
Certificates of deposit with the UAE Central Bank 900,000 1,000,000
4,643,939 4,908,196

The statutory deposit with the UAE Central Bank is not available to finance the day to day operations of

the Group.
5. Due from other banks
30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
Placements with other banks 536,686 999,523
Demand deposits 219,656 495,858
Banker’s acceptances 882,364 408,567
Clearing account balances 59,307 2,865
Other 174,128 -
1,872,141 1,906,813
The below represents deposits and balances due from:
30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
Banks in UAE 654,241 1,042,530
Banks outside UAE 1,217,900 864,283
1,872,141 1,906,813

G
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Notes to the condensed consolidated financial statements

for the period from 1 January 2016 to 30 June 2016 (continued)

6. Loans and advances, net

(a) Loans and advances
Retail banking loans
Wholesale Banking loans
Business banking loans

Total loans and advances [Note 6(b)]
Provision for impairment [Note 6(c)]

Net loans and advances

(b) Analysis of loans and advances
Personal loans
Mortgage loans
Credit cards
Auto loans
Business banking RAK finance loans
Business banking other loans
Wholesale banking loans
Other retail loans

Total loans and advances

(¢) Provision for impairment
Balance at the beginning of the period/year
Impairment allowance for the period/year

Written-off during the period/year

Balance at the end of the period/year
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30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
17,951,528 18,129,609
4,018,237 2,429,414
7,256,310 7,983,673
29,226,075 28,542,696

(923,402) (744,600)
28,302,673 27,798,096
6,034,662 6,361,103
4,230,731 4,098,837
3,466,041 3,379,655
2,937,669 3,158,750
5,420,804 6,221,087
1,835,506 1,762,586
4,018,237 2,429,414
1,282,425 1,131,264
29,226,075 28,542,696
744,600 539,227
866,989 1,108,461

(688,187) (903,088)
923,402 744,600
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6. Loans and advances, net (continued)
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30 June 30 June
2016 2015
(un-audited) (un-audited)
AED’000 AED’000
(d) Provision for impairments/(release) on loans and
advances net of recovery - for six months period ended
Impairment allowance for the period 866,989 451,182
Net recovery during the period (31,590) (24,222)
Net impairment allowance the period 835,399 426,960
(2) Provision for impairments/(release) on loans and
advances net of recovery - for three months period ended
Impairment allowance for the period 452,945 248,137
Net recovery during the period (15,826) (14,253)
437,119 233,884

Net impairment allowance the period

Net recovery mainly represents amounts subsequently recovered from fully written-off loans.

30 June
2016
(un-audited)
AED’000

() Impairment loans and advances provision coverage

Aggregate impaired loans 1,080,994

Provision held 923,402

Coverage ratio 85.42%

31 December
2015
(audited)
AED’000

914,368
744,600

81.43%

The ratio of provision held to aggregate impaired loans (coverage ratio) does not take into account collateral
available, including cash, property and other realisable assets. For computation of the above ratio, the Group

has considered total impairment provision including the portfolio provision for risk inherent in the Group’s

portfolio.

O

O
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6. Loans and advances, net (continued)

(g) Islamic financing assets
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The below table summaries the Islamic financing assets that are part of loans and advances above:

i) Islamic financing assets
Islamic business banking assets
Islamic wholesale banking assets
Islamic retail financing assets

Total Islamic financing assets
Provision for impairment

i) Analysis of Islamic financing assets
Islamic Salam Personal finance

Islamic Auto Murabaha

Islamic Business banking Finance
Islamic [jara Property Finance

Islamic Credit Cards

Islamic wholesale banking

Islamic finance — other

7. Investment securities

Securities available-for-sale
Quoted equity securities
Unquoted equity securities
Quoted debt securities™

Securities held-for-trading
Quoted debt securities fair valued through profit and loss
Quoted mutual funds fair valued through profit and loss

30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
871,758 1,025,971
102,674 73,252
3,413,069 3,433,666
4,387,501 4,532,889
(153,559) (120,849)
4,233,942 4,412,040
1,641,658 1,733,838
1,061,089 1,156,072
871,758 1,025,971
555,167 381,486
154,119 161,531
102,674 73,252
1,036 739
4,387,501 4,532,889
30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
35,039 41,784
107 107
4,068,629 74,746
4,103,775 116,637
25,777 -
4,039 3,966
29,816 3,966
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7. Investment securities (continued)
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30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000

Securities held-to-maturity
Unquoted debt securities - 220,380
Quoted debt securities - 3,774,089
- 3,994,469
Total investment securities 4,133,591 4,115,072

*As at 30 June 2016, quoted debt securities with book value of AED 369 million (31 December 2015: AED
658 million) have been given as collateral against repo borrowings of AED 296 million (31 December

2015: AED 591 million) (Note 9).

During the period, the Group reclassified the investments carried at held-to-maturity portfolio with market
value of AED 4,130 million to the available-for-sale portfolio. As a result, the Group cannot classify any

investment as held-to-maturity until the end of the 2018 financial year.

The composition of the investment portfolio by category is as follows:

30 June 31 December

2016 2015

(un-audited) (audited)

AED’000 AED’000

Federal and local Government - UAE 617,976 702,109
Government related entity - UAE 930,240 1,034,464
Government — GCC 310,348 74,800
Government related entity - GCC 164,381 87,478
Government — other 30,544 -
Banks and financial institutions - UAE 684,608 590,819
Banks and financial institutions - GCC 92,286 22,016
Banks and financial institutions - other 920,997 1,044,733
Public limited companies — UAE 153,858 185,090
Public limited companies — GCC 36,658 -
Public limited companies - other 152,510 327,706
Total debt securities 4,094,406 4,069,215
Quoted equity securities 35,039 41,784
Quoted mutual funds 4,039 3,966
Unquoted equity securities 107 107
Total investment securities 4,133,591 4,115,072

o
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8. Other assets
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30 June 31 December

2016 2015

(un-audited) (audited)

AED’000 AED’000

Interest receivable 199,153 215,424
Profit receivable on Islamic financing assets 35,847 43,055
Prepayments and deposits 83,980 79,570
Interest rate swaps 71,409 22,625
Other 61,589 63,911
451,978 424,585

Other includes real estate acquired in 2015 with a carrying value of AED 5 million on settlement of a loan
given to a wholesale banking customer. As per UAE Central Bank regulation, the Group can hold the real
estate for a maximum period of three years and can extend the holding after obtaining Central Bank
approval. The Group can also rent the property and earn rental income. Fair valuation of the property was
carried out by an independent valuer having an appropriate professional qualification and was based on

recent experience in the location and category of the property being valued.

9. Due to other banks

30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
Term borrowings 1,125,078 462,942
Repurchase agreements (Note 7) 296,293 591,403
Demand deposits 37,667 1,796
1,459,038 1,056,141

10. Deposits from customers
30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
Time deposits 7,941,115 7,723,523
Current accounts 14,955,085 15,057,746
Saving deposits 3,781,483 3,740,321
Call deposits 1,326,220 1,298,515
27,820,105

28,003,903
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for the period from 1 January 2016 to 30 June 2016 (continued)

10. Deposits from customers (continued)

Time deposits include AED 461 million (2015: AED 484 million) held by the Group as cash collateral for

loans and advances granted to customers.

The below table summaries the Islamic deposits of customers that are part of deposits from customers

above:

Wakala deposits

Mudaraba term investment deposits
Qard-E-Hassan - current accounts
Mudaraba - current accounts
Mudaraba - saving accounts
Mudaraba - call deposits

11. Debt security in issue

USD 500 million medium term note issued at discount
in June 2014

USD 300 million medium term note issued at premium
in March 2015

Less: Own investment in debt security issued

Less: Debt security issue costs

Fair value adjustment on hedged debt security in issue
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30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
1,345,875 1,728,368
65,517 36,928
490,674 521,847
1,000,662 1,030,169
139,442 142,794
32,267 30,633
3,074,437 3,490,739
30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
1,828,296 1,826,768
1,108,742 1,110,252
(210,469) (84,053)
(8,981) (10,865)
72,084 22,625
2,789,672 2,864,727

The Group issued USD 500 million medium term note in June 2014 under its USD 1 billion medium term
note programme through its subsidiary RAKFunding Cayman Limited. The initial tranche of the note was
issued at a discounted rate of 99.275%. In March 2015 second tranche of USD 300 million notes were
issued under this programme at a premium rate of 100.875%. These notes mature in 2019 and carry a fixed
interest rate of 3.25% per annum. Interest on these medium term notes is payable half-yearly in arrears.
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12. Other liabilities
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30 June 31 December

2016 2015

(un-audited) (audited)

AED’000 AED’000

Interest payable 36,385 34,332
Profit distributable on Islamic deposits 19,860 22,535
Accrued expenses 114,230 195,275
Managers cheques issued 135,006 119,380
Provision for employees’ end-of-service benefits 94,861 96,051
Other 269,885 237,277
670,227 704,850

13. Share capital and dividend

At 30 June 2016, the authorised, issued and fully paid share capital of the Group comprised 1,676 million

shares of AED 1 each (31 December 2015: 1,676 million shares of AED 1 each).

At the meeting held on 17 April 2016, the shareholders of the Bank approved a cash dividend of 50%
amounting to AED 838 million of the issued and paid up capital in respect of the year ended 31 December
2015 (2014: 50% cash dividend amounting to AED 838 million). These dividends were paid out during the

second quarter of 2016.

14. Contingencies and commitments

30 June 31 December

2016 2015

(un-audited) (audited)

AED’000 AED’000

Irrevocable commitments to extend credit 53,190 37,646
Letters of guarantee 818,363 723,420
Letters of credit 98,676 76,847
Capital commitments and other 73,771 53,337
1,044,000 891,250

Commitments to extend credit shown above represent unfunded amounts out of approved limits offered to
customers, which are irrevocable by the Group. Commitments to extend credit amounting to AED 8,746
million (31 December 2015: AED 8,618 million) are revocable at the option of the Group and not included

in the above table.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

15. Forward foreign exchange and interest rate swap contracts

Foreign exchange contracts comprise commitments to purchase foreign and domestic currencies on behalf
of customers and in respect of the Bank’s undelivered spot transactions.

Outstanding forward foreign exchange transactions at 30 June 2016 and 31 December 2015 are as follows:

31 December 2015

Contract
Amount Fair value
AED’000 AED’000
30 June 2016 915,076 115
745,446 235

The fair values of outstanding foreign exchange contracts are recorded in other assets if positive, otherwise
in other liabilities.
Outstanding interest rate swap transactions at 30 June 2016 and 31 December 2015 are as follows:

Contract

Amount Fair value
AED’000 AED’000
30 June 2016 2,795,917 71,409
31 December 2015 2,850,248 23,258

16. Interest income and expense

Three months period Six months period
ended 30 June ended 30 June
2016 2015 2016 2015
(un-audited) (un-audited) (un-audited) (un-audited)
AED’000 AED’000 AED’000 AED’000
Interest income

Personal loans 84,692 96,834 173,330 197,569
Mortgage loans 40,392 44,616 79,861 89,481
Credit cards 186,622 165,945 377,831 328,443
Auto loans 33,169 37,301 68,166 74,205
RAK Finance Business Loans 194,866 247,034 412,323 491,239
Wholesale banking loans 35,126 20,524 64,934 38,901
Business Banking Loans 52,439 40,059 105,923 78,032
Other retail banking loans 8,779 17,426 18,457 33,764
Investment securities 43,601 42,594 88,808 84,171
Deposits with the U.A.E. Central Bank 993 1,020 2,011 2,020
Other banks 6,611 718 11,867 1,158

687,290 714,071 1,403,511 1,418,983
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16. Interest income and expense (continued)

Three months period

ended 30 June

2016 2015
(un-audited) (un-audited)
AED’000 AED’000

Interest expense
Due to customers 48,697 41,546
Debt securities issued 15,062 12,984
Borrowings from other banks 3,262 635
67,021 55,165

17. Income from Islamic Financing and distribution to depositors

Three months period
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Six months period

ended 30 June
2016 2015
(un-audited) (un-audited)
AED’000 AED’000
94,837 82,584
30,405 22,610
6,091 1,278
131,333 106,472

Six months period

ended 30 June ended 30 June
2016 2015 2016 2015
(un-audited) (un-audited) (un-audited) (un-audited)
AED’000 AED’000 AED’000 AED’000
Islamic Salam personal finance 32,133 35,287 66,069 69,264
Islamic Auto Murabaha 18,692 19,606 38,922 36,790
Islamic business finance 38,543 41,622 82,095 77,108
Islamic asset based finance 1,558 455 2,939 486
Islamic property finance 4,906 2,210 8,656 3,880
95,832 99,180 198,681 187,528
Distribution of profit on Islamic term
investment deposits (6,851) (6,222) (15,428) (13,745)
Distribution of profit on
Islamic demand deposits (1,852) (1,274) 3,734) 2,174
(8,703) (7,496)

(19,162) (15,919)
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18. Net fees and commission income

Personal loans

Mortgage loans

Credit cards

Auto loans

RAK Finance business loans
Wholesale banking loans
Business banking loans
Fiduciary income
Bancassurance

Other

19. Investment income

Fair value income

Dividend income

Net gain on disposal of
available-for-sale investment
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Three months period Six months period

ended 30 June ended 30 June
2016 2015 2016 2015
(un-audited) (un-andited) (un-audited) (un-audited)
AED’000 AED’000 AED’000 AED?000
6,029 7,559 12,194 14,405
6,889 8,417 14,015 16,419
71,671 58,147 141,533 116,247
4,659 4,895 12,228 9,560
6,686 17,093 13,720 36,536
15,051 3,276 21,651 6,089
19,855 16,602 39,162 33,118
13,241 25,692 27,653 46,253
10,694 16,588 25,572 31,484
14,676 14,660 30,582 29,391
169,451 172,929 338,310 339,502

Three months period Six months period

ended 30 June ended 30 June
2016 2015 2016 2015
(un-audited) (un-audited) (un-audited) (un-audited)
AED’000 AED’000 AED’000 AED’000
318 (55) 337 (55)
451 355 1,737 632

50,038 - 76,820 -

50,807 300 78,894 577
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

20. Operating expenses

Three months period Six months period
ended 30 June ended 30 June

2016 2015 2016 2015
(un-audited) (un-audited) (un-audited) (un-audited)
AED’000 AED’000 AED’000 AED’000
Staff costs 144,486 164,968 279,830 329,113
Occupancy costs 24,476 23,514 49,468 45,938
Marketing expenses 8,410 10,092 16,600 20,092
Depreciation and amortisation 28,191 30,566 56,836 61,103
Communication costs 9,939 9,489 19,436 17,558
Legal and consultancy fees 10,561 12,286 19,403 24,410
Computer expenses 19,210 21,559 41,265 40,854
Qutsourced staff costs 81,851 91,879 167,585 185,743
Other 17,948 21,309 36,358 37,892

345,072 385,662 686,781 762,703

21. Earnings per share

The basic earnings per share is calculated by dividing the net profit attributable to owners of the Parent by the
weighted average number of ordinary shares in issue during the period.

30 June 30 June
2016 2015
(un-audited) (un-audited)

Profit for the period (AED’000)
(attributed to owners of the Parent) 444,674 716,122
Weighted average number of shares in issue (in thousands) 1,676,245 1,676,245
Basic earnings per share (AED) 0.27 0.43

22. Fiduciary activities

The Group holds assets in a fiduciary capacity for its customers without recourse. At 30 June 2016, such
assets amounted to AED 1,824 million (31 December 2015: AED 1,786 million) and are excluded from the
condensed consolidated financial statements of the Group.
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23. Cash and cash equivalents
30 June 30 June
2016 2015
(un-audited) (un-audited)
AED’000 AED’000
Cash in hand and current account with UAE Central Bank 716,953 657,265
Due from other banks 1,872,141 536,756
2,589,094 1,194,021
Less: Due from other banks with original maturity of three
months or more (1,107,545) (100,208)

1,481,549 1,093,813

24. Operating segments

Following the management approach of IFRS 8, operating segments are reported in accordance with the
internal reporting to the management, which is responsible for allocating resources to the reportable
segments and assesses its performance. All operating segments used by the Group meet the definition of a
reportable segment under IFRS 8.

The Group has five main business segments:
® Retail banking - incorporating individual customer and business current accounts, savings accounts,
deposits, credit and debit cards, individual customer loans and mortgages;

e Wholesale banking — incorporating transactions with corporate bodies including government and
public bodies and comprising of loans, advances, deposits and trade finance transactions of corporate
customers and financial institutions;

e Business banking — incorporating transactions comprising of loans, advances, deposits and trade
finance transactions of SME;

e Treasury - incorporating activities of the dealing room, related money market, and foreign exchange
transactions and hedging activities with other banks and financial institutions including the UAE
Central Bank, none of which constitute a separately reportable segment; and

o Insurance business - incorporating all insurance related transactions of its subsidiary Ras Al Khaimah
National Insurance Company PSC.

The above segments include conventional and Islamic products and services of the Group.

As the Group’s segment operations are all financial with a majority of revenues deriving from interest and

fees and commission income, the management relies primarily on revenue and segmental results to assess

the performance of the segment.

Funds are ordinarily allocated between segments, resulting in funding cost transfers disclosed in inter-

segment revenue. Interest charged for these funds is based on the Bank’s funds transfer pricing policy.
There are no other material items of income or expense between the business segments.

The Group’s management reporting is based on a measure of net profit comprising net interest income, loan
impairment charges, net fee and commission income, other income and non-interest expenses.

&
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

25. Related parties balances

Related parties comprise key management, businesses controlled by shareholders and directors as well as
businesses over which they exercise significant influence. During the period, the Group entered into
transactions with related parties in the ordinary course of business. The transactions with related parties and

balances arising from these transactions are as follows:

Six months Six months
period ended period ended
30 June 30 June
2016 2015
(un-audited) (un-audited)
AED’000 AED’000
Transactions during the period
Interest income 163 108
Interest expense 3,634 3,290
Commission income 22 401
Directors’ remuneration, sitting fees and other expenses 3,541 4,095
Remuneration payable to key management personnel 5,319 4,442
30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
Balances
Loans and advances:
- Shareholders and their related companies 171 129
- Directors and their related companies 139 131
- Key management personnel 8,436 5,050
8,746 5,310
Deposits
- Shareholders and their related companies 1,987,871 1,683,511
- Directors and their related companies 14,598 12,945
- Key management personnel 10,198 9,540
2,012,667 1,705,996
Irrecoverable commitments and contingent liabilities
and forward contracts
- Shareholders and their related companies 121,823 140,179
- Directors and their related companies 403 423
122,226 140,602
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

25. Related parties balances (continued)
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30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000

Insurance related receivables
Due from policy holders 22,012 19,312

Insurance related payables

Due to policy holders 1,570 614

26. Capital adequacy

Capital structure and capital adequacy as per Basel IT requirement as at 30 June 2016

The Bank is required to report capital resources and risk-weighted assets under the Basel II Pillar 1
framework, as shown in the following table. The Bank has adopted standardised approach for calculation
of credit risk and market risk capital charge. On operational risk, alternative standardised approach is

followed for capital charge calculation under pillar 1.

30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000
Tier 1 capital
Ordinary share capital 1,676,245 1,676,245
Share premium 110,350 110,350
Statutory and other reserves 3,936,415 3,803,228
Retained earnings 1,246,414 1,264,828
Total 6,969,424 6,854,651
Deduction
Investment in RAKNIC (312,886) (317,244)
Tier 1 Capital 6,656,538 6,537,407
Tier 2 capital - -
6,537,407

Total regulatory capital 6,656,538

o
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26. Capital adequacy (continued)
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30 June 31 December
2016 2015
(un-audited) (audited)
AED’000 AED’000

Risk weighted assets
Credit risk 25,821,899 25,084,932
Market risk 20,635 8,547
Operational risk 1,735,802 1,735,802
Total risk weighted assets 27,578,336 26,829,281
Capital adequacy ratio on regulatory capital 24.14% 24.37%
Capital adequacy ratio on Tier 1 capital 24.14% 24.37%

The above ratios are computed without considering current year profit.

27. Fair values of financial assets and liabilities

Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable,
willing parties in an arm’s length transaction. Consequently, differences can arise between the carrying
values and fair value estimates of financial assets and liabilities. At 30 June 2016, the carrying value of the
Group’s financial assets and liabilities approximate their fair values, except for the below mentioned

financial assets and liabilities:

Fair value Carrying value
30 June 31 December 30 June 31 December
2016 2015 2016 2015
(un-audited) (andited) (un-audited) (audited)
AED’000 AED’000 AED’000 AED’000
Assets
Loan and advances 28,469,013 28,005,631 28,302,673 27,798,096
Investment securities 4,121,091 4,193,318 4,133,591 4,115,072
Cash and balances with the
UAE Central Bank 4,645,734 4,911,482 4,643,939 4,908,196
Due from other banks 1,873,849 1,907,656 1,872,141 1,906,813
39,109,687 39,018,087 38,952,344 38,728,177
Liabilities
Due to banks 1,460,934 1 ,057,492 1,459,038 1,056,141
Due to customer 28,025,599 27,883,754 28,003,903 27,820,105
Debt securities issued 2,789,672 2,864,727 2,789,672 2,864,727
Total financial liabilities 32,276,205 31,805,973 32,252,613 31,740,973
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

28. Fair value hierarchy

The fair value measurements are categorised into different levels in the fair value hierarchy based on the
inputs to valuation techniques used. The different levels are defined as follows:

Quoted market prices - Level 1

Financial instruments are classified as Level 1 if their values are observable in an active market. Such
instruments are valued by reference to unadjusted quoted prices for identical assets or liabilities in active
markets where the quoted price is readily available, and the price represents actual and regularly occurring

market transactions.

Valuation techniques using observable inputs - Level 2

Financial instruments classified as Level 2 have been valued using models whose inputs are observable in
an active market. Valuation based on observable inputs includes financial instruments such as forward
foreign exchange contracts which are valued using market standard pricing techniques.

Valuation techniques using significant unobservable inputs - Level 3

Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are not
based on observable market data (unobservable inputs). A valuation input is considered observable if it can
be directly observed from a transaction in an active market.

Unobservable input levels are generally determined based on observable inputs of a similar nature,
historical observations or other analytical techniques.

This hierarchy requires the use of observable market data when available. The Group considers relevant
and observable market prices in its valuations where possible. The table below analyses recurring fair value
measurements for assets and liabilities.

Quoted
market Observable Significant
prices inputs unobservable
Level 1 Level 2 inputs Level 3 Total
AED’000 AED’000 AED’000 AED’000
30 June 2016 (un-audited)
Asset at fair value
(Available-for-sale financial
assets)
Investment securities - debt 3,847,581 - 221,048 4,068,629
Investment securities - equity 22,539 = 107 22,646
Foreign exchange contracts 115 - 115
Derivative financial 71,409 i 71,409
instruments
Held-for-trading
Investment market fund 4,039 - - 4,039
Investment — debt securities 25,777 - - 25,777

3,899,936 71,524 221,155 4,192,615

O
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Notes to the condensed consolidated financial statements
for the period from 1 January 2016 to 30 June 2016 (continued)

28. Fair value hierarchy (continued)

Quoted
market Observable Significant
prices inputs unobservable
Level 1 Level 2 inputs Level 3 Total
AED’000 AED’000 AED’000 AED’000
31 December 2015 (audited)
Asset at fair value
(Available-for-sale financial assets)
Investment securities - debt 74,746 - - 74,746
Investment securities - equity 28,784 - 107 28,891
Foreign exchange contracts - 235 - 235
Derivative financial instruments - 23258 - 23,258
Held-for-trading
Investment market fund 3,966 - - 3,966
Asset at amortised cost
Investment securities 3,865,421 - 220,385 4,085,806

3,972,917 23,493 220,492 4,216,902

All the investments are quoted except foreign exchange contracts and derivative financial instruments.
There is no transfer between levels during the period, hence no level 3 reconciliation needed.

29. Comparative figures

In accordance with the requirements of IAS 1 Presentation of Financial Statements and IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors, certain items have been reclassified in the
condensed consolidated statement of financial position for the prior year ended 31 December 2015, as

previously reported:

Extract of condensed consolidated statement of financial position:

As previously
reported Reclassifications  As reclassified
AED’000 AED 000 AED 000
Assets - extract
Investment securities 4,114,981 91 4,115,072
Other assets 424,676 (91) 424 585

The reclassification does not have an impact on the opening reserves of 2015 or on 2014 consolidated
financial statements.

30. Seasonality of results

No income of seasonal nature was recorded in the condensed consolidated financial statements for the six
month periods ended 30 June 2016 and 2015.

31. Approval of the condensed consolidated financial statements

The condensed consolidated financial statements were approved on 27 July 2016.



