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GULF AFRICAN BANK LIMITED

STATEMENT ON CORPORATE GOVERNANCE

Comporate governance relates to the processes, systems, practices and procedures that govem
organisations and the manmer in which these rules and regulations are applied and followed. These
processes and practices are aimed at mamtaming and increasing shareholder value simultanesusly with
the satisfaction of other stakeholders in the context of the arganization's corparate mission

The Board of INreciors
Gavernance principles

The Board of Dyirectors iz composed of the Chairman, Executive, and Mon-Executive Directors, all of
whom have extensive business and banking experience applied in the management of the Bank. The
Board meets every quarter to review the Bank's performance against the business plan in addition to
formulating and implementing the Bank’s siralegy.

The Central Bank of Kenva Prodential Guidelines require that appointment of all directors must be
approved by Central Bank, a requirement that the Bank has complied with,

The Board has delegated authority for the conduct of the day to day business to the Managing Direclor
{MD}. However, the Board retains responsibility for establishing and maintaining the Bank’s overall
internal cantrol of financial, operational and compliance issues.

The Board has three main functional committess {Audit, Credit and Rizsk Management) which meet at
least quarterhy with the main functions owlined below, These are supported by Management committees
charged with implementing various decisions of the Board.

All the Bank®s Directors and employees adhere to the principles of the Code of Conduct in all of their
dealings on behalf of the Bank. The Code of Conduct ensures that all our actions are in the overall best
mnterests of the Bank and reflects our commitment to maintaining the highest standards of inteprity,
ethical behaviour and compliance with all applicable intemal and external laws and regulations.

The Board ensures thal accountsbility is enhanced through a system of objective goal setting for all
employees and periodic performance appraisals, which cuts across all levels of staff. In addition, the
Board has delegated financial and other powers with clearly defined responsibilities on each matter.
The Boand also emphasizes on high levels of efficiency and effectiveness. This is made possible by
ensuring that the Bank has a good pool of well-trained staff with the appropriate skills required w0
perform their duties. On the other hand, the human resource policy stipulates a purely merit based
reward system, which encourages slaff members 1o exceptionally carry out their duties in excellence.

All the Directors are committed to acting honestly and in the best interests of the Bank. The Board also

ensures that the Directors’ personal interests do not conflict with their duty to the Bank and to all the
stakeholders,
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RT FERSIV

TO! LRE OF F BANK
FOR YEAR ENDED 31 D 2
e

We have conducted our review to form an opinion as to whether Gulf Affican Bapk Limited has
complied with Shari'ah rules and principles nd with the ralings sel ou by ilwe Sheritah Supervisory
Board of the Bank.

The raspansibility for ensurng that the Bank conduets ils basiness in sceardance with Islamic Sharish
rules and principles |s solely that of management of the Bank, 11 is the Shari‘ah Supervicory Beard's
respoagibility to form an independent opénion, based on the review of the apecations of the Bank ard
report Lo you,

We conducted our review, which included EXamining, on a test bagis, cach type of tmnsacion, the
relevant documentiation and procedures adopted by the Bank.

We planned and performed our revisw 5o a8 1o obexin all the information and explamtions that we
considered necessary in order to pravide us with sufficient evidesee io give reasonnble assurance hai
the Benk has not violsted Isiamic Shari'ah mies and principles

[n our opinion, based on our review, the contracts, transactions and dealings entered into by the Bank
during the year a5 présemed for review wers genenmlly m compliance with Shari'ah rules and principles.

In line with the availsble information and disclessres that were presented by the Bank's management,
the statement of financial position reviewed by the Sharfah Supervisory Board it campliznt witls
lelaenie Shari'ab peinciples and Shar'ah Supervisory Bomrd resclutions, The aocurscy of the
infoitation and data provided representing the Bank's assets, liabilities, egdty of mvestment sccount
Bolders (depositons), and sharcholders” equity are the responsibility of the Bank's MATIAREITENL,

The Shari'ah Supervisory Board belisves that the separate financial statements for the year anded 31
Dwcernber 2023 along with the distribution of peofit to depositors had been prepared in eonformity wilk
ihe Islammic Shari‘ah regulatione.

The: relevant porticns of lnseme resulting from noa-complisnt Iranssctions has nat been considened a5
revenue for (he bank and hes been charnclled 10 charity account under the Supervisica of Shari'ah

superiiscry Boerd
Lakah information

Zakah is calculated on the Zakah base of the Bark in accordance with Financisl Accourting Siandard
(FAS) 9 Zakah. bsued by fhe Accounting ond Auditing Organization for Istemic Financial Institstion
[AACHFTY, using the net mvested fonds meshiod, The Zakah information hay been provided m the
appeadix o the Bank”s financial statements for the year ended 11 December 2023

May Allsh Almighty tless us with the best wnwfeeq to accommplish these cherigied tasks, make uy
succestlul in this world and the hereafter, and forgive our mistakes.

_,ﬁj% ‘_Ml.a L b
Pral. Mohamed Salirm Badamans
Chairman - Shariah Supervisory Board

Date: 7 Py, 2024
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REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2023

The Directors have pleasure in submitting their report together with the audited separate financizl staternents for
ihe yvear ended 31 December 223 in accardance with Section 22 of the Bankmg Act and Section 65001} of the
Kenvan Companies Act 201 5. The report discloses the state of affsirs of Gulf African Bank Limited (the
“Bank"),

1

Principal activities

The principal activities of the Bank are proviszon of banking, financial, and related services, The
Bank offers a range of Shari'ah compliant solutions for both individual and business cusiomers.

Results

The results for the vear are set out on page 4.

Dividend

The Directors recommend the approval of a dividend of Kshs 219,794,000 {2022 —Nil),
Directors

The Directors who served dunng the year and up to the date of this report are set out on page 1

Business overview

The overall results for the year ended 31 December 2023 reflect an increase in overall
performanse compared to 2022 with the Bank making a profit after (ax of KShs 1,038 896,000
(2022 — K.5hs 555,104,000), which represents a 87% nse, mainly as & result of increased revenues,
reduced borrowing costs and & modest rise in operating expenses in the year. Consequently, profit
before tax increased from the previous year to close at KShs 1,529,485,000 as at 31 December
2023 (2032 — KShs 826, 748,000), Total opersting income increased by 30% to KShs
4.277,625,000 from KShs 3,299,227 000 in 2022, with net funded income increasing by 35% 1o
K.Shs 3,326,979,000 (2022 — KShs 2.462,000,000) while all other non-funded income roze by
14% 10 K Shs 950,646,000 (2022 — KShs §37,227,000).

COiperating expenses, comprising of staff costs, other operating expenses, amortisation and
depreciation, rose by 12% to EShs 2,233 536,000 from KShs 1.904.917,000 recorded in 2022
The increase in other operating expenses is mainly attributed 1o the depreciation of Kenya Shilling
ageinst major foreign currencies cspecially the US Dollar and Sterling Pound that led to increased
ICT, ATM and Swill costs, that are wsually invoiced in foreipn cumrencics as well as nsc in
marketing costs, sccurity and saff related expenses reflective of rising inflation, increased
indirect tanes and levies in the year.

From the foregoing, profit before impairment provisions and taxes rose to KShs 2,044,039,000
compared 10 KShs 1,304.3 0,000 in the year 2022, which was 48% of operating income {2022 —
Ps)

The perfommence of the Bank in 2023 was on the backdrop of the Global economic pressures
characterised by volatile financial markets, persistent inflationary pressures, geopolitical tensions
and local currency depreciation.

Page 8



9.

GULF AFRICAN BANK LIMITED
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

Business overview (Continued)

The ongoing wars in Middle East and Eastem Europe and the resultant geo-political tensions,
milabonary pressures in prices of commadities, local cwrency depreciation against major world
currencies as well as the changing tax and social contributions policies by the Government has
led to increased estimation uncertainty in the preparation of the financial statements. The Bank
haz made varous estimates for fobure evenis in the separate financial statements based on
forecasts of economic conditions which reflect expectations and assumptions as at 31 December
2023 and which the Bank heligves are reasonable under the circumstances The underlying
assumptions are subject 0 uncertainties which ere often outside the control of the Bank.
Accordingly, actual economic conditions are likely to be different from those forecast since
anticipated events do not occur as expected, and the effect of those differences may sipnificantly
mmpaet accounting sstimates included in the separate finmnal statements

The principal risks and uncertainties facing the Bank include credit rigk, liquidity risk, marlket
risks, operational nsks and settlement risk. The Bank has mitigation plans and strategics for these
tizks a5 detailed in Mote 5 of these separate Anancial statemends.

Consolidation of subsidiary

The Directors of the Bank made a decision not to prepare consolidated financial statements, The
Bank iz fully owned and not a subsidiacy of any other entity, does not trade publicly and have not
filed, nor is in the process of filing, financial statements for the purpose of issuing instruments in
a public market and therefore has not included results of its subsidianes in these financial
staterments, The Bank's subsidiaries were GAB Takaful Insurance Agency and GAB Tamweel as
at 31 December 2023 and are financially immaterial to the Bank.

Relevant aodit information

The Directors in office & the date of this report confirm that:

— Thers 15 no relevant audit information of which the Bank's auditor 15 unaware; and

— Each Director has taken all the steps that they ought to have taken as a director 30 as (o be
aware of any relevant aodit mformation and to establish that the Bank's auditor 15 aware of

that information,

Auditor

The Bank's auditer, KPMG Kenya, has expressed its willingness to continue in office in
aceordance with Section 719 of the Kenyan Companies Act, 2015 and subject to Section 24(1) of
the Kenvan Banking Act (Cap 458),

Approval of financial statements

The separate financial statements were approved and authorised for issue at a meeting of the
Board of Directers held on -7 Marcl, 2024 .

BY ORDER OF THE BOARD

Com
MMrs Adnina Bashin

Date: 7 Maorehn 2024

Page9



The Direcors are responsible for the preparation and presentation of the ceparate francial satements of
Gulf African Bank Limited sel oul on pages 14 to 80 which comprise the separste statemend of financial
position as at 31 December 2023, the separate ststement of profit or logs and other comprehensive
incorme, the separate staberment of changes m equity and the sepamate statement of cagh flows, for the
year then ended, and notes to the separate financial statements, including material accounting policies

The Directors” responsibilities include: determining that the basis of preparation described in Note 2 is
&n socepiable basis for preparing and pressnting the separate financial statements in the circumstances,
preparation and presentation of financial statements in accordance with [FRS Acoounting Standards as
issued by the International Accounting Standards Board (IFRS Accounting Standards] and in the
manner required by the Kenyan Companies Act, 2013 and for such internal control & the Directors
determing i§ necessary (o enable the preparation of financial ststements that are frec from material
misstatements, wheiher due (o frand or ermor.

Under the Kenyan Companies Act, 2005 the Direciors are reguired 19 prepare financial staements for

each fimancial year which give a true and fair view. of the financial position of the Bank as at the end of

the firancial vear and of the profif or boss of the Bank for that year, It also requires the Directors to ensure

?E;mk leeeps proper accounting records which disclose with reasonable aceuracy the financial position
the Bank.

The Diirectors accept responsibility for the annual fnancial satements, which have besn prepared using
appropriste acoounting policies supported by reasonable and prudent judgments and estimales, in
conformity with IFRS Accounimg Sandards and in the manner requirsd by the Kenyan Compeniss Act,
2015, The Directors are of the opinion that the separate financial siatenvents glve 2 tree and fair view of
the Anancial pogition of 1he Bank and of its profit or loss and cash fows.

The Directors firther accepl responsibility for the maintenance of secounting records which may be relied
upan in the preparstion of financial statements, as well az adequate systems of internal financial control.

The Directors have assessed the Bank’s ability to contimee a5 a going concem and have no résson to
belizve that the Bank will ot be a poing concem for at least the next twelve months from the date of
this statement.

Approval of the financial statements

The separate financisl staterments, as indicated shove, were approved and authorised for issue by the
Board of Diirectors on- T AaoyCly 3024 and were signed on its belaif by:

AAal ] i

Mr Rafik Wayed l’ : Ma Jyoti Pacel
Chafrm Dhirgctor
s Amis Bei®.

Company Secretary

Date: T MoiTis A0
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KPMG Kenya

Certified Public Accountants Telephone +254-20-2806000

8th Floor, ABC Towers Email info@kpmg.co.ke

Waiyaki Way Website ~ www.kpmg.com/eastafrica
PO Box 40612 00100 GPO

Nairobi, Kenya

INDEPENDENT AUDITOR’'S REPORT
TO THE SHAREHOLDERS OF GULF AFRICAN BANK LIMITED

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Gulf African Bank Limited (the “Bank”) set out on pages
14 to 80 which comprise the statement of financial position as at 31 December 2023, the statement of
profit or loss and other comprehensive income, the statement of changes in equity and the statement of
cash flows for the year then ended, and notes to the financia statements, including a summary of
material accounting policies.

I'n our opinion, the accompanying financial statements give atrue and fair view of thefinancial position
of Gulf African Bank Limited as at 31 December 2023, and of its financial performance and its cash
flows for the year then ended in accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board (IFRS Accounting Standards) and in the manner required by
the Kenyan Companies Act, 2015.

Basisfor opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’ sresponsibilities for the audit
of the financial statements section of our report. We are independent of the Bank in accordance with
the International Ethics Standards Board for Accountants | nternational Code of Ethics for Professional
Accountants (including International Independence Standards) (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Kenya, and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Other information

The Directors are responsible for the other information. The other information comprises the
information included in the Gulf African Bank Limited Annual Report and Financial Statements at 31
December 2023 but does not include the financial statements and our auditor’ s report thereon.

Our opinion on thefinancial statements does not cover the other information and we do not express any
form of assurance conclusion thereon, other than that prescribed by the Kenyan Companies Act, 2015
as set out below.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materialy
misstated. If, based on the work we have performed, 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.
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KPMG

INDEPENDENT AUDITOR’SREPORT
TO THE SHAREHOL DERS OF GULF AFRICAN BANK LIMITED
(CONTINUED)

Report on the audit of the financial statements (Continued)
Directors responsibilities for the financial statements

The Directors are responsible for the preparation of financia statements that give atrue and fair view
in accordance with IFRS Accounting Standards and in the manner required by the Kenyan Companies
Act, 2015 and for such internal control as the Directors determine necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonabl e assurance about whether the financial statements asawhole 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 1SAs will aways 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 financia statements.

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

— ldentify and assess the risks of material misstatement of the 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 for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’ sinternal control.

— Evauate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

— Conclude on the appropriateness of the Directors' 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 Bank’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosuresin the financia 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 Bank to cease to continue as
agoing concern.
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INDEPENDENT AUDITOR’SREPORT
TO THE SHAREHOL DERS OF GULF AFRICAN BANK LIMITED
(CONTINUED)

Report on the audit of the financial statements (Continued)
Auditor’s responsihilities for the audit of the financial statements (continued)

— Evauate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in amanner that achieves fair presentation.

We communicate with the Directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficienciesin internal control that we
identify during our audit.

Report on other legal and regulatory requirements

As required by the Kenyan Companies Act, 2015 we report to you, solely based on our audit of the
financial statements, that the information given in the report of the directors on pages 8 and 9 is
consistent with the financial statements.

The engagement partner responsible for the audit resulting in this independent auditor’ sreport is CPA
Maurice Gachuhi, Practicing Certificate No P/2699.

DocuSigned by:

Mo W] Gl

E785F5710FEG41D...

For and on behalf of:
KPMG Kenya
Certified Public Accountants

PO Box 40612 — 00100
Nairobi, Kenya

Date: 26 March 2024
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GULF AFRICAN BANK LIMITED
SEPFARATE STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

Income from financing and investing activities

Income paid to deposilors
Income paid [or financing liabilitics

Met profit income

Fee and commission income
Fee and commission expense

Met fee and commission income

Foreipn exchange income
Other income

Operating income

Stafl expenses

Other operating expenses
Amaortisation
Depreciation

Operating expenscs

Operating profit before impairment losses
and taxation

Innpainment loss on foancial assets
Profit before tax
Income tax cxpense

FProfit for the vear

Oither comprehensive meome, net of income tex

Total comprehensive income for the vear

MNaote

8
S
9b)

1Ha)
104a}

10{b)

11¢a)
11{h)

il

17ic)
12

13{a)

2013
K5hs “000

3,005 002
{600,602
{__37.511)
3,326,979

577,536
(15749

561,787

368,544
_115.-

4,277,625

(1,225,179
( 810,869)
{ 56,522
(_141,016)

(2,233.586)

2,044,039
{514,554
1,529,485
(_489.589)
1,039,896

1,439,896

2022
KShs “000

H 105,025
( 512,616)

{__130.400)
2,462,000

490 450
(__20235)

470,224

303,191
63812

3.200.227

(1,131,768)
( 661,015
(  57698)
(_144.436)

1 91

1,304,310
(_477.362)
326,748
271.644)
555,104

-

—=35.104

The notes set out on pages 18 to 80 form an integral part of theae separate financial statements.
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GULF AFRICAN BANK LIMITED
SEPARATE STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2023

2E3 20232
ASSETS Mote KShs “(Mi KShs "0
Cash and balances with
Centrsl Bank of Kenyn 14 2,685,188 3,206,500
De-pn-:ﬂ: nnd balanpes due
fromm banking institutions 15(a) 12,527,629 10,617,313
[mwestment securities 16 312579 -
Financing arangements 17a) 24 318,550 21016308
Other nssets 18 ROE,526 T90.TE
Tax recoverable 13{c) - 367,357
[mvestment m subsidary 19 1,000 1000
Intangible asels 20 189 405 178,775
Propesty and equipment 21 514,254 492 b2
Deferred tax asset 22 __677.540 — 431410
LIABILITIES AND SHAREHOLDERS® EQUITY
Linbilities
Deposits from customers 23 34,062,615 31,367,799
Current income lax payable 13e) 307 RG] %
Dither labilities 24 — BT ABD — 10573
Total liabilities 35057986 32,114,672
Sharcholders® equity (Page 15)
Share capital 26(a) 166,324 366,324
Share premum 260 2182112 2282112
Statutory credit risk reserve 24} 28,430 304,990
Retained eamings 4,171,035 1,074,364
Propoted dividend n 219.794 -
Tatal shareholders® equity 1067695 6,027,799
TOTAL LIABILITIES ANI
SHAREHOLDERS' EQUITY 42,125,681 38,162,471

The separate finarcial statements on pages 14 10 80 were approved and suthorised for issme at a meeting
held by the Board of Directors on = ] AM@gTls, 2074 and were signed on its behalf by

= ] 1.

MrRafik Miyed | ' Ms Jyoti Patel

Chairman Diirector
A

Mirs AniinaBahic

The notes set out on pages 18 to 80 fonn an integral par of these separate financial statemenis.
Page 15
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GULF AFRICAN BANK LIMITED

SEPARATE ET.JLTEL-IE‘#T OF CASH FI..'DWS»

Cash Mows from operating activities
Profit before tax

Adjusted for

Amortisation

Depreciation

Re-measurement of right of use sszets
Finance cost on lease habilities

Logs on disposal of intangibles

{Gamn)floss on dispossl of property and equipment

De-recognition of nght of use asseds
Re-measurement of lease liabilities
Dierecognition of lease linhilities

Profit before working capital changes
Changes in operating asseis

Central Bank of Kenya — Cash Reserve Ratio {CRRE)

Dieposits due from banking institutions

Deposits ard balances due om banking mstitations

under statutory managemenl
Invesimenl securities
Financing errangements
Oiher assels

Changes in operating liabilities
Deposits from customers
Orther lishilities

Met cash (used in)/from operating activities
before tax

Income taxes paid
Firnnee cost oty lease habilitics paid

MNet cash (used in)/from operating activities

Investing activities

Purchase of intangible asseis

Furchase of property and equipment

Proceeds from sale of property and squipment

Met cash used in investing activities

Financing activities
FPayment of terim borrowings
Lease hiabilities paid

MNet cash used in financing activitics

21

S(b)

12
3a)

30(b)
30h)

14
1 5in)

1 5ia)
14
17
I8

23
24

13ic)
9(b)

3id)

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalenis ot 1 January
Cash and cash cquivalents at 31 December

27

1,529 485

56,522
141,016
4,433
37,511

2,496

{ 2,125
1,047

( 3.660)
( 5,305)

1,764,220

{  154,141)
{ 3,542.684)

1,429
{ 313,579)
{ 2,302,241
[ 107.743)

(6,418,959
2,694 El6
(__B8.318)
_2.6016.498

{ 2,048,241)
( 471)
(__ 31.511)

(_2.086,223)

(69,648
(113,153

(174,619}

(—42.040)
(___ 45.640)
( 2,306,482)
LLB13.315
2512833

02z
KShs 000

B26. 748

57,698
144 436
(55689
45.280

2.340
34,190
10,144

(__ #557E)

1,019,571

( 66627)
5,506,020

[ 5456)
(1,313,383

(__267.924)
5,852,630

2,196 916
240233

2,216,149

7,008,350

(  739.464)
( 45280)

5,263,606

( 55569)
( 87548)

-
= = =

( 143217

{ 1,931,610)

(___42337)

(_L.973.937)
4,146,452
_L72.863
11,819,315

The notes set oul on pages 18 o 80 fomm an imegral part of these separate financial statements.
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GULF AFRICAN BANK LIMITED

N T NC1 EN
FORTHE YEAR ENDED 31 DECEMBER 2023

REPORTING ENTITY

Culf Afnican Bank Limited {the *Bank™) offers Shari’ah compliant banking services in Kenyva.
It 15 ineorporated in Kenya under the Kemvan Companies Act, 2015 as a hmited Liabality
Company and is licensed under the Banking Act and 5 domiciled in Kenya. The company is
regulated by the Central Bank of Kenya.

The address of the Bank's registered office 15 as follows:

Geminia Insurance Plaza
Kilimanjaro Avenue
Upper Hill

PO Box 435383 - 00100
Mairobi

The separate financial statements of the Bank as at and for the year ended 31 December 2023
comprise the Bank only (referred to as *Company™ or “Bank™).

BASIS OF PREPARATION

(a}) Siatement of compliamce

The separate financial staternents are prepared in accordance with [FRS Accounting
Standards as issued by the Intemational Accounting Standards Board (IASB) and in the
manner required by the Kenyva Companies Act, 2015.

These separate financial statements have been prepared based on accounting policies
applicable to the business a going concem.

For the Kenyan Companies Act, 2015 repotting purposes, in these separate financial
statements, the halance sheet is represented by the separate statement of financial position
and the profit and loss secount is presented in the separate satement of profit or loss and
other comprehensive moodme.

The material accounting policies are set out on Note 4.

(b) Basis of measurement

The separate financial sfatemenis have been prepared under the histoncal cost basis of
aceounting except where otherwize stated in the accounting policies below

(e} Use of estimates and judgments

The preparation of financial statements in conformity with IFES Accounding Standards
requires the use of estimates and assumnptions that affect the reported amounts of assets
and lishilities and disclosures of contingent assets and habilities st the date of the
financial statements and the reported amounts of revenuves and expenses during the
reported period. Although these sstimates are based on the Directors® best knowledge of
current events, actions, histoncal expenences and varicus other factors that are believed
to be reasonable under the circumstances, actual results may differ from the estimates.
The cstimares and underlying assumptions are reviewed on an ongoing basis. Revisions
o accounting sstimates are recognised in the period in which the estimate &5 revised if
the revision afTects only that period o in the period of the revisiom and fidure periods if
the revision affects both current and future periods.
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2.

GULE AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 ({CONTINUED)

BASIS OF PREPABRATION (Continued)

(e)

(d)

(¢)

Use of estimates and judgments (continued)

In particular, informatan about sigmificant areas of estimation and ertical judgement
applying asccounting policies that have the most significant effect on the amount
recognised in the financial statements is described in MNote 6.

The Bank has made warious estimates for future events in the separate financial
statements based on forecasts of economic conditions which reflect expectations and
assumptions as st 31 December 2023 and which the Bank believes are reasonable under
the circumstances. There i5 a considerable degres of judgement involved in preparing
these estimates. The undeclying assumptions are also subject 1o uncertainties which are
often outside the control of the Bank. Accordingly, sctual economic conditions are likely
tor be different from those forecast since anticipated events do not occur as expected, and
the effect of those differences may significantly impact accounting estimates included in
the financial statements.

The material accounting estimates impacted by these forecasts and associated
uncertainties are largely related o expected credin losses, fair value measurensent and the
recoverdble amount of non-financial assets.

Functional and presentation currency

The separate financial gtatements are presented o Kenya shillings (KShs) which is the
Bank’s functional and presentation currency. Except as otherwise indicated, financial
information presenied in Eenya shillings has been rounded to the nearest thousand (KShs
{000,

Consalidation of subsidiaries

The Directors of the Bank made a decision not to prepare consolidated financial
statements. The Bank is fully owned and not a subsidiary of any other entity, does not
trade publicly and have not filed, nor is in the process of filing, financial statements for
the purpose of issuing instruments m a peblic markel and therefore has oot included
results of its subsidiaries in these financial statements. The Bank’s subsidiaries were
GAB Takaful Insurance Agency and GAB Tamweel as at 31 December 2023 and were
not consolidated because they are financially immaterial fo the Bank as disclosed at Note
19,

DEFINITIONS OF THE BANK'S PRODUCTS

The fellowing terms are used in the separate financial statements with the meaning specified:

()

(b)

Muorabaha

An Islamic financing fransaciion which répresents an agreement whereby the Bank buys
a commndity/good and sells it (o a counterparty based on a promise received from that
counterparty to buy the commodity according to specific terms and conditiona. The
selling price comprises of the cost of the commodity/goods and a pre-agreed profit
margin,

Diminishing Musharaka

An Islamic financing transaction whereby the Bank will enter into agreement to jomtly
purchase an asset with another party and income will be received by the Bank relating to
that propartion of the asset owned by the Bank ot any point in time. The other party o
the agreement will make separate payments to purchase additional proportion of the assat
from the Bank thereby reducing the Bank’s effective share.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 {CONTINUED)

DEFINITIONS OF THE BANK'S PRODUCTS {Continued)

(el

(d)

(&)

n

(2)

(h)

(i}

[jarah

An Islamic financing ransaction whereby the Bank purchases an asset for lease according
to the customer’s request (lessee) based on his promise to lease the asset for a specific
period and against certain rent instalments, [arah could end by transferring the ownerslup
of the asset to the lessee.

Mudrala

An Islamic investing transaction between the Bank and another party (Rab ul Maal)
whereby the latter would provide a certain amount of funds, which the Bank (Mudarib)
would then invest in 2 specific enterprise or activity against a specific share in the profil.
The Mudanb would bear the loss in case of neghgence or violation of any of the terms
and conditions of the Muodaraba,

Customer deposits

Deposits are generated on two modes: Qard and Mudaraba, Deposits taken on the basis
of Quird are classified as current accounis while deposits generated on Mudaraba basis
are classified as savings and time deposit accounts. No profit or loss is passed 10 current
aceouil depositors. Profil realised in investment pools is distributed among depositors in
pre-agreed profit-sharing ratio. Rab al Mazl share is distributed among depositors
according to weightages asdpned at the meeption of the profit calculation period.

Income paid to depositors

Profit sharing accounts are bascd on the principle of Mudaraba whercby the Bank and the
customer share any profit earmed on the customer deposits on a pre-agreed profit-sharing
ratio. The customer’s share of profit is paid in accordance with the terms and conditions
of the account. The profit calculation is undertaken at the end of each calendar month.

Tawarruq

An Islamic Dnancing arrangement in which a customer purchases a commodity/good
from the Bank on deferred payment plan, then sells the commodity immediately to obtain

lcquudity.
Walkala

A contract of agency under [slamic himncing amangement wherehy one person appoinis
another persan to perform a cerain sk on his behalf, in which case the principal or
investor (Muwakkil), appoints the agent (Wakill, to perfomm certain tasks on 115 behalf
peach & "Wakala"™) from time to timve, whereby the Wakil shall act g5 an ageni of the
investor with respect to the investment of a specified amount of money.

Sukulk

Sukuk represents certificates of equal value representing undivided shares in ownership
of tangible asscts, wsufuct and services.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)
MATERIAL ACCOUNTING POLICIES

The material accounting policies adopted in the preparation of these separate financial
statemaonts are gat out Below:

{a) Revenue recognition

Income is recognised on an accral basis using the effective profit rate method.

(i}

fncome from Islamic financing and investing activities

— Murabaha income is recognised on a time-apportionad basis over the period of
the contract based on the principal amounts outstanding.

— Diminishing Musharaka income is accounted for on the basis of the reducing
balance on a time apportioned basis that reflects the effective vield on the asset,

— ljarah income is recognised on a time apportioned bagis aver the lease tem

- Mudarmba income or losses are recopnised on an accrual basiz if they can be

reliably estimated. Otherwise, income is recognised on distribution by the
Mudarib; whereas the losses are charged to income on their declaration by the
Mudarib.

— Income for services rendered is recognised when eamned.

Crlculation of prafit income

Income from financing amangements 1s recognised in profit or loss using the
effective profit rate method. The effective prafit mate is the rate thm exactly
discounts estimated future cash payments or receipts through the expected life of
the financial instriment o

— The gross carrying amount of the financial asset; or
— The amortised cost of the Dnancial lability

When ecaleulsting the efféctive profit rate for financial instruments other than
purchased or originated credit-impaired assets, the Bank estimates future cash
fows considering all contractual terms of the financizl nstrument, but not the
expected credit loss (ECL). For purchased or onginated credit-impaired financial
assels, a credit-adjusted effective profit rate is calculated using estimated future
cash flows including ECL,

The calcuiation of the effective profit rate includes transaction costs and [ees and
points paid or received that are an integral part of the effective profit rate
Transaction costs mclude incremental costs that are directly attributable to the
acquisition or issue of a financial asset or financial liability.

Awartived cost and gross cariying amacnd
The ‘amortised cost” of & financial asset iz the amount af which the fisancial assat
15 measured on mitial recognition minus the principal repayments, plus or minus

the cumulative amortisehon using the elfective profil rale method of any difference
between that initial amount and the maturity amount, for financial assets.

The *groas carrying amount of a financial asset” is the amortised cost of a financial
asgel bofore adjusting for any expected credit loss allowance,
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4.

GULF AFRICAN BANK LIMITED

MNOTES TO THE SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 21 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING POLICIES (Continued)

(a)

(k)

Revenue recognition (continued)

i

fii)

{Efi

fivi

vl

fecame from fsfamic firencing and investiing activilies — cortfiried
Calerlation of profii income = continmed

The effective profit rate of a financial asset or financial liahility is calculated on
intitial recopnition of a financial asset or 8 financial Bability. In calcolating revenue
from financing and investing activities, the effective profit mte is applied to the
gross carrying amount of the asset (when the assct is not credit- impaired) or to the
amortized cost of the ligbality,

However, for financial assefs that have become credit-impaired subssquent o
initial recopnition, moome from Islamic fnancing and invesling achivilies 15
calculated by applying the effective profit rate to the amortised cost of the financial
assel, 17 the pssel 15 no longer credit-impanred, then the caleolabon of proft meome
rewverts to the gross basis.

Nomn-Shari'al compliant income

The Bank does not, as a policy, engage in any activities that involve receipt or
peyment of interest or any other non-Shan'ah compliant activities. However, any
non-Shari’ah compliant income earned by the Bank, due to circumstances beyond
its control, is transfemred to Gulf African Bank Foundation to be used for charitable
activities, with the supervisicn of the Shan'ah Supervisory Board,

fividend fncome

Dividend income is recognised in profit or loss when the right to receive income is
establizhed.

Fees and commission income amd expenses

Fees and commission income 15 recognized on an sccrual basis when the service 15
provided. Fee and comnmission income mainly relates to account servicing fees,
account transaction fees, charges on issuance of letters of credit, scceptances,
guaraniees and performance bonds. Other fees and commission expense relate
mainly to interbank transaction and other fees, which are expensed as the services
are received,

Frreign exclange income
Forcign exchange gains and losses which includes all realised and unrealised

movements are recognised in the income statement in the period in which they
arise.

Translation of foreign currencies

Transactions in foreign currencies during the vear are translated into Kenya shillings at
the exchange rate muling af the date of the transaction. Monetary assets and liabilities
denominaied in foreign currencies as al the reporting dale are (ranslated iofo Kenva
shillings at the exchange rate ruling at that date. Resulting exchange differences are
recognised in profit or loss for the year.
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GULF AFRICAN BANK LIMITED
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING POLICIES (Continued)

i} Transtation of foreign currencies {contimued )

(ch

{d}

Non-monetary assefs and abilites denominated in foreizn cumencies that are measured
at fair value are translated into Kenya shillings at the exchange rate ruling at the date on
which the fair value is determingd Mon-monetary agsets and liabilities denominated in
foreign cumrencies that are measured hased on historical cost are translated into Kenya
shillings using the exchange rate ruling st the date of the transaction,

Property and equipment

Ttems of leasehold improvements, motor vehicles, computers, equipment, and furniture
and fittings are stated at cost Jess accumulated depreciation and impairment fnsses.
Subsequent expenditure is capitalized only when it is probable that the future economic
benefits of the expenditure will Mow to the Bank. Ongoing repairs and maintenance are
expensed as incurred.

Deepreciation is recognised on the assets on a straight-line basis to allocate the cost of
each to its residual value over their estimated useful lives. The rates of depreciation used
are based op ke fellowing estimated vseful lives applicable 1o (he current and prior year

— Leaschold improvements and
right-of-use lease assets over the lease penod
— Computers 3 years
— Bquipment R years
— Furniture and fittings § years
—  Motor vehicles 4 years

The assets' residual values and useful lives are reviewed and adjusted as appropriste, at
each reporting date.

Property and equipment are de-recogmsed on disposals when ne future econome benefits
are expected o arise from the continuous use of the assets.

Gaing or losses on disposal of property and equpment are determined by reference to
their carrying amount and procesds from disposals and are recognised in profit or loss in
the vear in which they arize.

Intangible assets

Computer software and licenses are steted af cost less accumulated amortization and
accumlated impainment.

The cosis imcurred to acgudre and bring (o use specific computer soliware and licences
are capitalised. The costs are amortised on a streight-line basis over the expected useful
lives, from the date it 15 available for use, not exceeding five years and are recognised in
profit or loss, Costs associsted with maintaining software are recognised as an expense
as neurred.

Subsequent expenditure on software assets is capitalised only when it increases the future

ecopomic benefits embodied in the specific asset to which it relates. All other expenditure
is expensed when incurred.
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MATERIAL ACCOUNTING POLICIES (Continued)

()

(e}

Intangible assets [continued)

Amortization 15 recognised on the assets on a straight-ling basis io allocate the cost of
each o its residual value over their estimated wselul ives, The rates of amortization used
are based on the following estimated useful lives

— Computer softwane 5 years

Leases

Al inceplion of a contract, the Bank assesses whether a contract 15, or contains, a lease.
A conftract is, or contains, a lease if the contract conveys the right to contral the use of an
identified asset for a period of time in exchange for consideration. To assess whether a
contract conveys the right to control the use of an identified asset, the Bank uses the
definition of a lease in [FRS 16.

The Bank recognises a nght-of-use asset and a lease bability from the date of imtial
application of [FRS 16 or af the |sase commencement date for contracts after the date of
initial application, The right-of-use asset is initially measured at cost, which comprises
the initial amount of the lesse hability adjusted for eny lease payments made at or before
the commencemen! date.

The nght-of-use asset 15 subsequently depreciated using the straight-line method from
the commencement date to the end of the lease term. In addition, the right-of-use asset is
pertodically reduced by impairment losses, if any, and adjusted for cerain re-
measurements of the lease liability.

The lease liability is initially measwred at the present valee of the lease payments that are
not paid at the commencement date, discounted using the profit mate implicit in the lease
or, if that rate cannot be readily determined, the Bank's incremental borrowing rate.
Crenerally, the Bank uses its incremental borrowing rate as the discount rate. The Bank
determines the incremental bormowing rate as the rate of extemal borrowing that would
be applicable to access funding to acquire the right-of-use assets.

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

— fixed payments;

— varable leise payments that depend on an index of a rate, initially measured using
the mdex or rate as at the commencement date;
amonts expecied 10 be pavable under a residual value pusrantee; and

— the exercise price under a purchase option that the Bank iz reasonably cerain to
exercise, ledse payments in an oplional repewal period if the Bank iz reasonably
certain to exercise an extension option, and penalties for early termination of a lease
unless the Bank 15 reasonably certain not to termuinate sarly.

The lease liability is measured al amortised cost using the effective profit rate method. It
is remessured when there is a chanpe in future lease payments arising from a change in
an index or rete, 1fthers 15 a change in the Bank's estimate of the amount expected to be
payvable under a residual value piarantes, if the Bank changes its assessment of whether
it will exercise an extension or termination option or if there is a revized in-substance

fixed lease payment.
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GULF AFRICAN BANK LIMITED
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING POLICIES (Continued)

(e}

()

Leases [continued)

When the lease liability is remeasured in this way, a comesponding adjustment is made
to the carrying amount of the right-of-use asset or is vecorded in profit or loass if the
camying amount of the nght-of-use asset has been reduced to zero.

The Bank presents right-ol-use assets in “property and equipment” and lease liabilities in
“other labilities' in the statement of financial posithon.

Short-term leazes and leases of low-value asvety

The Bank has elected nol o recognise nghl-of-use asséts and lease liabilities for leases
of low-value assets and short-term leases. The Bank recopnises the lease payments
associated with these leases as an expense on a straight-line basis over the lease term.

Taxation

Tax on the profit o loss for the year comnprises current tax and deferred tax. Current tax
and deferred tax are recognised in profit or loss except to the cxtent that it relates to items
recognised directly in equaty or i other comprehensive income.

Current tax comprises the expecied rax payable or receivable on the axable income or
lisss for the year and any adjustment to the tax payable or receivable in respect of previous
vears. It is measured using ax rates enacted or substantively enapcted at the reporting date.

Deferred tax is provided on all temporary differences between the comving amounds of
financial assets and financial liabilities for financial reparting purposes and the amounts
used for taxation purposes, except temporary differences on the initial recognition of
assels or liabilities in & transaction that is ool a business combination amd that affects
neither acoounting nor axable profit or loss, temporary differences relaled to investments
in subsidiaries to the extent that # is probable that they will not reverse in the foreseeable
fulure and taxable temporary differences arising on the mitial recognition of goodwill

A deferred tax asset on tax losses is recognised only to the extent that it is probable that
future taxable profits will be available against which the asset can be utilised. Deferred
tax assels are reviewed at each reportng date and are reduced to the extent that il 15 no
longer probable that the related tax benefit will be realised,

Deferred tax is caleulated on the basiz of the tax rates currently enacted.

Dreferred tax assets and habilities are offset if there 15 a legally enforceable nght to offset
current tax liabilities and asses, and they relate to taxes levied by the same tax authority
on the same taxsble entity, or on different tax entities, but they intend to settle current tax
liabilities and assets on a net basis or their tax assets and habilities will be realised
simultaneously,

In determining the amount of current and deferred tax, the Company considers the impact
of tax exposures, including whether additional taxes and interest may be due. This
assessment relies on estimates and azsumptions and may invalve a zeries of judgements
about fufure events.

Meow information may become available that causes the Bank to change its judgement

regarding the adequacy of existing tax liabilities; swch changes to tax liabilities would
impact tax expense in the period in which such a delerminaiion 15 made,
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GULF AFRICAN BANK LIMITED

HﬂTEE'r TO TIIE SEFARA.TI:. F].I'*-AHC‘L\L STATEMENTS

MATERIAL ACCOUNTING POLICIES (Continued)

(2) Financial assets and linbilities

(i

Claszification

Financial assers

Financial mstruments are classified as follows:
Amovtized cost

A financial asset is measured at amortised cost if it meets both of the following
condittons and 15 not designated as fair value through profit or loss:

— The asset is held within a business model whose objective i3 to hold assets to
collect contractun] cash HBows; and

— The contractual terms of the financial assel give rise on specified dates o cash
flows that are solely payments of principal and profit on the principal amount
cutsianding.

Fair value through other comprehensive income — (FFOCT)

A debt instrument 15 measured at fair value through other comprehensive meome
only if it meets both of the following condilions and is not designated as fair value
though profit or loss:

— The asset 18 held within & business model whose ohjective is achieved by both
collecting contractual cash Aows and selling financial assels; and

— The contractual terms of the financial asset give rise on specified dates to cash
Nows that are solely payments of poncipal and profit on the principal aneount
outstanding.

On initial recognition of an equity investment that is not held for trading, the Bank
may urevocably elect to present subsequent changes in fair value in other
comprehensive income This election is made on an investment by investment
basis.

Fair value through profit er loss (FFTPL)

All other financial assets that are not classified as amortised cost and fair value
through other eomprehensive income (FYVOCT) are clas=ifizd and measured at fair

value through profit or loss (FVTPL)
Business model assessment

The Bank makes an assessment of the objective of a business model in which an
assel is held at a portfolio level because this best reflects the way the business 15
managed, and information is provided to mamagement. The information considered
includes;

— the stated pohicies and objectives for the portfolio end the operation of those
policies (n practice. In particular, whether management’s strategy focuszes on
earning contractual revenue, maintaining a particular profit rate profile,
matching the duration of the financial assets to the duration of the habilities
that are funding those assets or realising cash flows through the sale of the
aRsefs;
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MATERIAL ACCOUNTING POLICIES {Continued)

{g} Financial asscts and liabilitics {continued)

e

Classification — contined
Finanelal assets = conimwed

— how the performance of the partiolio 15 evaluated and reported to the Bank's
MANEEement;

— the risks that affect the performance of the business model (and the financial
azsels held within that business mod2l) and it steategy for how those risks are
managed;

— how mapagers of the business are compensated {e.g whether compensation is
hased on the fair value of the assets managed or the contractual cash flows
callected); and

— the frequency, volume and tming of sales 0 prior periods, the reasons for such
sales and its expectations about future sales activity. However, information
about sales activity 15 not considercd in isolation, but as part of an overall
assesamant of how the Bank's stated objective for menaging the hnancial
assels is achieved and how cash flows are realised.

Fmancial assets that are held for trading or managed and whose performance is
evaluated on o fair value basis are measured ot FVTPL because they are neither
held to collect contractual cash Dows nor held both to collect contractual cash flows
and to sell financial assets,

Asgessment af wherher contractual caxh flows are solely payments of principal and
profit

For the purposes of this assessment, “principal’ is defined as the fur value of the
financial asset on initial recognition. *Profit” 15 defined as consideration for the
credit nsk associated with the principal amount outstanding during & particular
period of time and for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin.

Im azzessing whether the contractual cash flows are solely payments for principal
and profit (SPPP), the Bank considers the contractual terms of the mstrument.

This includes assessing whether the financial azset containg a contraciual term that
could change the timing or amount of contractual cagh flows such that it would nod
meet thiz copditicn. [n making the assessment, the Bank considers:

— contingent events that would change the amount and timing of cash flows;

— leverage foatures;

— prepayment and sxicnsion ferms,

— terms that limit the Benk's claim to cash flows from specified assets; and

= fgatures that modify consideration of the time value of money (e.g. periodical
reset of rates).

The Bank holds a portfolio of long-term fixed-rate loans (financing arrangements)
for which it has the option (o propose to revise the protit rate at periodic reset dates.
These reset rights are limited to the market rate at the time of revision. The
customers have an option to either accept the revised rate or redeem the firancing
amangement at par without penalty,
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

FOR TIHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)
d. MATERIAL ACCOUNTING POLICIES (Comtinued)

(g} Financinl assets and labilitics (continued)

(i

fi)

(i

fin)

Classification — comtinued
Finaneial assets — conilinied

Assessment of whether conbractual cash Tows are solely payments of prindpal
and profit — continued

The Bank has determined that the contractieal cash flows of these Anancing
arrangements are solely paymends of principal and profit (SPPF) because the option
varies the profit rate in 4 way thai 15 consderation for the time value of money,
credit rigk, othar bagic financing risks and costs associsted with the principal
amount outstanding.

Reclassifications

Financial assets are nof reclassified subsequent to their initial recognition, except
in the penod after the Bank changes its business model for managing financial
asseds,

Financial fiabilities

Financial lishifites are classified as measured al amortised cost. Financial
liabilities include customer deposits, other liabilities, borrowings and deposits due
to banking and non-banking financial institutions.

Recognition

The Bank inmally recoprizes Islamie financing and Islamic investing instruments,
customer deposits and financing liahilities on the date at which they are originated.
All other financial assets and liabilities are recognized on the trade date, which s

the date on which the Bank becomes a party o the contractual provision of the
Instrument,

Measurement

A financial asset or financial hiability is measured initially at fair value and for an
item nol of fair value through profit or loss, transaction costs that are diréctly
attributahle to its acquisition or issue. Islamic financing and investing assets are
matially messured at fair value and incremental direct transaction costs, and
subsequently measured at their amorised cost using the effective profit method
less any impairment losses and deferred income.

Derecognifion

Finansial aesers

The Bank derecognises a financial asset when the contractual rights to the cash
flows from the linancial assel expire or if tansfes the nghts o receive the
contractual cash flows in a trarsaction in which substantially all of the risks and
rewards of ownership of the financial asset are transferred ar in which the Bank
nedther transfers not celains substantially all of the risks and cewards of ownership
and it doez not retain eomtrol of the financial asset.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

FORTHEYEAR ENDED 31 DECEMBER 2023 ({CONTINUED)
MATERIAL ACCOUNTING POLICIES {Continucd)

Financial assets and liabilitics (continued)

fivi  Drerecognition — comtinged

fv)

fvi)

Firmancial assesy — continued

On derecognition of a financial asset, the difference between the carrylng amount
of the asset (or the camying amount allocated to the portion of the asset

derecognized) and the sum of (1) the considération recéived (including any new

assct obtained less any new liability assumed) and (ii) any cumulative gain or loss
:ha.t had been recognised in other comprehensive income is recognised in profit or
oEg,

In transactions in which the Bank nesther retaing nor transfiers substantially all of
the risks and rewards of ownership of a financial asset and it retaing control over
the asset, the Bank continues to recognise the asset to the extent of its conlinuing
involvement, determined by the extent to which it is exposed to changes in the
vialue of the transferred asset,

Finoneial labilities

The Bank derecognises a financial hability when its coniractual obligations are
discharged or cancelled or expire.

Offsetting of financial assets and financial Habilifes

Financial assets and liabilitics are offset, and the net amount reported on the
statement of financial position when there is a legally enforceable right to set-off

the recognised amouwnt and there is an intention to setile on a net basis, or to realise
the asset and settle the liability simultansously.

Income and expenses are presented on a net basis only when permitted under [FR3,
or for gains and losses ansing from a group of similar transactions such as in the
Bank’s trading activity,

Maodification of financial asvsets and financial [fabilities

Frumeeial asiets

If the terms of a financial asset are modified, then the Bank evaluates whether the
cash fAows of the medified asset are substantiafly different. If the cash flows arc
subsfardially differert, then the contractual mghts 1o cagh flows from the onginal
financial esset are deemed to have expired. In this case, the original financial assct
i5 derecognised as per (1v) above and a new financial asset is recopnised at far
value plus any cligible wransaction costs,

If cash flows are modified when the customer 15 in Gnancial difficaloes, then the
objective of the modification is uswally to maximise recovery of the original
contractual terms rather than to criginate a8 new asset with substantially different
eqIms.
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Eill;l'I'ES 'I'El T'HE EEPARATE F]IQANCIAL 5T aﬂ‘EMENTS

MATERIAL ACCOUNTING MOLICIES (Continued)

(g} Financial asséts and Habilitics (continued)

fui}

fvil)

Madificetion of financial assets and financial labilites — continned
Financial assely — continued

Ifthe Bank plans 1o modify a financial assed in'a way that would cesult in Forfeiture
of cash flows, then it first considers whether a portion of the asset should be written
off before the modification takes place. This approach impacts the result of the
quantitative evaluation and means that the derecopnition crileria are nol usually
met in such cases

I the modification of a financial assel measured al amortised cost or FVOCT does
not resull in derecognition of the financial asset, then the Bank first recalculates
the gross enmyimng amount of the financial asset using the original effeciive prodit
rate of the asset and recognizes the resulting adjustment as a modification gain or
loss in profit or loss. For floating-rate financial assets, the original effective profit
rate used to caleulate the modification gain or loss s adjusted 1o rellect cunrent
market termis at the time of the modification,

Fimancial fiahilitiex

The Bank derecognises a financial liability when its terms are modified, and the
cash flows of the modified Lability are substantially different. In this case, a new
financial lability based on the modified terms 15 recognised at fair value. The
difference between the camying amount of the financial liability derecognised and
consideration paid is recognised in profit or loss. Consideration paid includes non-
financial assets transferred, if any, and the assumption of labilities, including the
new modified financial liability,

If the modification of a financial lisbility is not accounted for as derecognition,
then the amortised cost of the Liability 15 recalculated by discounting the modified
cash flows a1 the onginal effective profit mite and the resulting pain or loss is
recognised in profit or loss. For floating-rate financial liabilities, the original
effective profit rate used to calculate the modification gain or loss 15 adjusied o
reflect current market 1erms at the time of the modification, Any costs and fees
incurred are recogniscd as an adjustment to the carrying amount of the liability and
amortised over the remaming term of the modified financial hability by re-
computing the effective profit rate on the instrument.

Fair valwe measurenienf

Fair value is the price thal would be received 1o sell an asset or paid to transfer a
liability in an orderly transaction betwesn market participants af the measurement
date in the principal or, in its absence, the mest advantageous market to which the
Bank has access al that date. The fair valoe of a hablity reflects 1ls non-
performance risk.

When available, the Bank measures the fair value of an instroment using the quoted
priceé in an active market {or that instrument. A market is regarded as active if
transactions for the asset or liahility take place with sufficient frequency and
volume to provide pricing information on an ongomg basis.
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MATERIAL ACCOUNTING MOLICIES {Continucd)

(@

(h)

Financial asscts and liabilities (continued)
M) Foir valie measurepent — continmed

If there is no quoded price in an active market, then the Bank uses valuation
technicques that maximise the use of relevant observable inputs and minimise the
use of unobservable inpuls. The chosen valuation technique incorporates all of the
factors that market participants would consider in pricing a transaction.

The fair value of a [napcial mstrument al mitial recognition is oormally the
transaction price — the fair value of the consideration given or received. If the Bank
deterrmines that the fair value at initial recognition differs from the transaction price
and the fair value is evidenced neither by a quoled price in an active marke foran
identical agset ar Lability nor based on valuation technique that wses only data from
observable markets, then the financial instroment 15 initially measured at fair value,
adjusted to defer the difference between the fair value af orginal recognition and
the transaction price. Subsequently, that difference is recognised in profit or loss
o an appropriste basiz over the Life of the instroment but oot Tater than when the
valuation is wholly supported by observable market data or the transaction is closed
LT

Identification and measurement of impairment of financial assets

The Bank recognises loss allowances for expected credit kosses on the following financial
instruments that are not measured at fair value through profit or loss:

— Islamic fnancing and investing assets;
— financial puarantee contracts issued;
— undrawn commitments izsued, and
— other financial receivahles

Mo impainment loss is recognised on équity invesiments,

The Bank messures loss allowances af an amount egual 1o lifetime expected credit losses,
except for the following, for which they are measured as 12-month expected credit losses:

— [slamic financing and investing assets that are determined to have low credit risk at
the reporting date; and

= pther financial instraments {oiher than lease ecepvables) an which credal risk has not
increased significanily since their initial recognition

Laoss allowances for lease receivables are always measured at an amount equal to lifetime
expecied credit losses.

The Bank considers financing and investing assets 1o have low credit risk when the asset
is nod inarrears exceeding M days and that there are no other major indicators of increase
in credit risk from other qualitative factors such as an underlying event or observable
issue indicating moreased credit risk.

1 2-month expected credit losges are the portion that resull from defaull evenls on a
financial ingtrument that are possible within the 12 months after the repoating date.

Financial instruments for which a |2-month expected credit loss 8 recopnised are
referred to as “*Siage 1 financial instruments”.
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FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)
MATERIAL ACCOUNTING POLICIES (Continued)

Tdentification and measurement of impairment of financial assets (continued)

Lifetime Expected Credit Losses are the losses that result from all possible default evenis
over the expected life of the Gnancial instrurment. Fimancial instruments: for which a
lifetime Expected Credit Loss 15 recognised but which are not credit-impaired are referred
[0 as “Stape 2 financial metruments’.

i

(1)

(i)

Measurement af Expected Credit Losses, ECL

Expected Credit Losses are & probability-weighted estimate of credit losses, They

are measured as follows:

— financial assets that are not credit-impaired af the reporting date; as the present
value of all cazh shorifalls (1.e. the difference between the cash flows due o
the entity in accordance with the contract and the cash flows that the Bank
expects (o receive);

— fimancial assets thai are credit-impaired of the reporting date: as the difference
between the gross carrying amount and the present value of estimated future
cash flows;

— undrawn financing arrangeiments commitments: as the present value of the
difference between the contractual cash flows that are due (o the Bank if the
commitment is drawn down and the cash flows that the Bank expecis to
receive; and

— fimancial puarantee contracts: the expected payments 1o reimburse the holder
less any amounts that the Bank expects to recover.

Restrucired financiol asseis

If the terms of a financial asset are renegotiated or modified or an existing financial
aszzel is replaced with a new one due to limancial difficulties of the cusiomer, then
an assessment is made of whether the financial asset should be derecognised and
expected credit losses are measured as [ollows:

— IF the expected restructuring will not result in derecognition of the existing
asset, then the expected cash Dows ansing from the modified fGnancial assed
are included in calculating the cash shortfalls from the existing asset;

— If the expected restructuring will result in derecognition of the exizting asset,
then the expected fair value of the new asset 15 treated as the [inal cash fow
from the existing financial asset at the time of its derccognition, This amount
15 included in calculating the cash shorifalls from the existing financial asset
that are discounted from the expecied date of derccognition 1o the reporting
date using the oniginal effective profit rate of the existing financial asset.

All the restructursd financial assets of the Bank in the year did nof result o
derecognition of any assets.

Credit-impaired financial asseis
At each reporting date, the Bank assesses whether financial assets are
crodit-impaired (referred to as ‘Stage 3 financial assets™), A financial asset is

‘eredit-impamed” when one or more events that have a detnmental impact on the
etitnated fwlure cash Mows of the Anancial asset have oceurred.
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FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING POLICIES (Continued)

(h)

Identification and measurement of impairment of financial assets (continued)

fiify  Credit<impaired financial asveis = confinued

fiv)

(vl

Evidence that a financial asset is credit-impatred includes the following ohservable
data:

— sigmficant financial difficulty of the customer or 155uer;

— 3 breach of contract such as a default or past due event for more than 90 days;

— therestructuring of a financing arrangement by the Bank on terms that the Bank
wotlld net consider otherwise;

— it i3 becoming probable that the customer will enter bankruptey or ather
fimancial resrganisation; or

— the disappearance of an active market for a security becouse of financial
difficulties.

A financing asset that has been renegotiated doc 1o & detericration in the customer’s
condition is usually assessed as to whether it is credit-impaired. Such rencgotiation
arrangement is meant o facilitate the Bank's collection of contractual cash flows.
If the risk of collection of contractual cash flows has increased significantly during
anxd after restruciucing, then the financing asset 15 considered credit-impatred.

FPresemation of allowance for Expected Credit Lossex

Loss allowances for Expected Credit Losses are presented in the statement of
lnancial position as [ollows:

— financial assets measured st amortised cost; as a deduction from the gross
carrying amoutt of the asses;

— undrawn commitments and financial guarantee contracts: generally, as a
ProvisLoam;

— where a financial instroment includes both a drawn and an undrawn
component, and the Bank cannot identify the Expected Credit Losses on the
undrawn financial armpgements commitment component separately from
those on the drawn component: the Bank presents a combined loss allowance
for both components, The combined amount t5 presented 65 a deduction from
the gross carrying amount of the drawn component. Any excess of the loss
allowance over the gross amount of the drawn component is presented as a
provision; and

— el instruments meazured at fair value through other comprehensive inegme:
no loss allowance is recognised in the statement of Anancial position because
the carrying amount of these assets is their fair value. However, the loss
allowanee is disclosed and is recognised in the fair value reserve.

Write—affs

The Bank may write off & financing amengement balance (and any related
allowances for impaimment losses) when il delermines that the financing
arrangements are uncollectible. This determination is reached afier considering
mformation such as the occumence of significant changes in the customer's
[inancial position such that the custamer can nd longer pay the obligation, of that
proceeds from collateral will nat be sufficient to pay back the entire exposure.
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MATERIAL ACCOUNTING POLICIES (Continucd)

()

Identification and measurement of impairment of financial assers (continued)

fu)

frerf)

i)

Write—affs — comntinmued

Recoveries of amounts previously written off are mcluded in “impaimment losses
on financial instruments’ in the statement of profit or loss and other comprebensive
Income.

Financial assats that are written off could still be subject to enforcement activities
in order to comply with the Bank's procedures for recovery of amounts due.

Non-integral financial puarantee confracis

The Bank assesses whether a Tinancial guaranies contracl held 15 an integral
element of a financial asset that is accounted for as a component of that instrument
or 15 a condract that 15 accounted for separately. The factors that the Bank considers
when making thiz assessment include whether:

— (he guarantes is implicitly part of the contraciual lerms of the debt instrcment,

— the guarantes is required by lews and regulations that goven the contract of
the debt insiriment;

— the guarantee is entered inte at the same time as and in contemplation of the
debl instrument; and

= the guaraniee is given by the parent of the customer of another company within
the customer’s group.

If the Bank determines that the guaraniee is an integral element of the financial
asset, then any premium payable in connection with the initial recognition of the
financial asset 15 treated as a transaction cost of acquiring il

The Bank considers the effect of the protection when measuring the fair valoe of
the debt instrumnent and when measuring ECL.

If the Bank determines that the guarantes 15 not an mitegral element of the deht
instrumend, then it recognises an asset represenfing any prepayment of pusranies
premium and a right o gompensation for credit losses. A prepaid premium asseot 18
recognised only i the guaranteed exposure neither is credit-mmpaired nor has
undergone & significant increass in credit risk when the guarantee is acquired.
These assets are recogmsed in “other assets”

Designation ai fair valune through profit or lass
The Bank has not designated any fnancial assefs or financial habilities af FVTPL.
Tndividuel or collective assessment

An individual measurement of impairment is based on management's best estimale
of the present value of the cash flows that are expected to be received. In estimating
these cash flows, mamapement makes judgements about a debtor’s financial
situation and the net realisable valoe off any underlying collateral. Each impaired
asset 15 assessed on its ments, and the estimate of cash flows considered
recoverible are independently approved by the Credul Risk Runclion.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING POLICIES {Continued)

(i)

G

(k)

Impairment for non-financial assets

The carying amounts of the Company”s non-linancial asscls and deferred tax asscls arc
reviewed at each réporting date o determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount 5
estimated. Croodwill 15 tested annually for impairment.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating
unit exceeds its recoverable amount. A cash-penerating unit is the smallest identifiable
asset group that generates cash flows that largely ane mdependent from other assets and
group. Impaiment losses are recognised m profil or loss. Imparment losses recognsed
in respect of cash-zenerating urits are alfocared first to reduce the carrying amount of
any goodwill allocated to the units end then reduce the carmying amount of the other assels
in the unit {group of units) on a pro rata basis.

The recoverable amount of an asset or cash-generaling vl is the greater of i3 value In
use and its fair value less costs to sell. In assessing value in use, the estimated future cash
fMows are discounted to their present value using a pre-tax discount mte that reflecls
current market asgessments of the time value of money and the risks specific to the assef.

Impatrment losses recopnised in prior penods are assessed al éach reporiing date for any
indications that the loss has decreased or no longer exists. An impairment [oss is reversod
if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s camying amounl does not
exceed the carmying amount that would have been determined, net of depreciation or
amortization, 1f mo impairment loss had been recopnised. However, an impairment loss
in relation to Goodwill cannot be reversed.

Cash and cash equivalents

Far the purpose of presentation of the cash flows in the separate financial statements,
cash and cash equivalents include cash and balances with Ceniral Bank of Eenva
available to finance the Bank’s day-to-day operations and net balances from banking
institutions which mature within three months or less from the dete of acquisition.

Cash and cash equivalents are camied at amortised cost in the statement of financial
position

Employee benefits

i}  Defined contribution plan

The emplovees of the Bank are eligible for retirement benefits under a defined
contribution plan which is managed by an independent penzion fund manager

Contributions to the plan are recognised in profit or loss &s incurred. Any difference
between amount recoprised in proft or loss and the coninbubions pavable is
recopnised in the stalement of financial position under other receivables or other

payables.

The employees and the Company also contribute to the National Bocial Security
Fund. Contributions are determined by local statute and the Company's
contributions are recognised in profit or loss in the year to which they relate.
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GULE AFRICAN BANK LIMITED

NOTES T THE SEPARATE FIN LAL ! i
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING POLICIES {(Continued)

(k)

()

(m}

Emplovee benefits (continued)
fii)  Short ferm amployee benefite

The Bank recognises the expected cost of short-term emplovee benefits in the form
of compensated absences and bonus payments, when the employees render services
and the obligation can be measured refiably,

i) Post-employment henefits

Majority of the Bank's emplowees are eligible for retirement benelits under a
defined contribution scheme. Some contractual employees are entitled to gramity
a5 per therr contract term.

Gratuity provisions are recognised for contractual employees ss per their
contractual tenms. A provision is made in the Mnancial statements for the estimated
lin]:rjiit.jr of such gratuity payable and movements in the provision are recognised in
profit or loss,

il Tersifnation benefits

Termination benefits are recognized 45 an expense when the Bank 15 demonstirably
committed, without realistic possibility of withdrawal, to a formal detailed plan o
gither terminite employment before the normal retirement date, or 1o provide
tenmination benefits #3 & result of an offer made to encowrage voluntary
redundancy,

vl Share-based paymenis

Thee grant-date fair value of equity-settled shore-based pavment awards pranted o
employees is generally recognised as an expense, with a corresponding increase in
equity, over the vesting period of the awards. The amount recopnised a5 an expense
iz adjusted to reflect the number of awards for which the related service and non-
market performance condihons are expected 1o be met, such that the amount
ultimately recognised i based on the number of awards that meet the related
scrvice and non-market performance conditions at the vesting date.

Share-based payment arrangements in which the Company receives goods or
gervices as consideration for its own egquity instruments are sceounted for as equity-
settled share-based payment transactions, regardless of bow the equity instraments
are obtained by the Company.

Provigions

Provisions are recognised when the Bank has a present legal or constructive obligation
as & result of past events and it is probable that-an outflow of resources embodying
economic benefits will be required o settle the obligation and 4 reliable estimate of the
amount of the obligation can be made. Provisions are determined by discounting the
expected future cash fows at a pre-tax rate that reflects current market assessments of
the time value of money and the risks specific to the Liability.

Mrividends

DYividends on ordinary shares are charged to equity in the period in which they are
declared and will be shown as a separate component of equity until approved by the
sharehiolders at the Annual General Mesing.
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GULF AFRICAN BANK LIMITED

NOTES TO T.'I:IE. SEPARATE FITNAHE'IAJ.. ST A‘I‘EMENTE

MATERIAL ACCOUNTING POLICIES (Continued)

(m}

o)

(p)

Contingent liabilities

Letters of credit, accepiances, guaraniees and performance boads are accounied for and
disclosed as contingent liabilities. Estimates of the outcome and the financial effect of
contingent liabilities iz made by management based on the information available up o

the date the separate financial statements are approved for issue by the Directors, Any
expected loss 1= recognised mn profit or loss,

Comparatives

Wherever necessary, comparative figures have been adjusted to conform to changes in
presentation in the cumrent year's separate financial statements.

Mew standards, amendments and interpretations

fel  New stondards, amendments and inferpretations effective and adepied during

the year

Mew siandard or amendmienis

Effective for anmaal
periods beginning
on or after

—[FE5 17 Insurance Coniracts

— Disclosure of Accounting Policies — Amendments to [AS
| and IFRS Practice Statement 2

— Definition of Aceounting Estimates — Ameéndments to
IAS B

— Deferred Tax related to Assets and Liabilities arising
from a Single Transaction — Amendments to [AS 12

1 January 2023

— International Tax Refonn—Tillar Twao Model Rules —

Amendments o [AS 12

23 May 2023

Tihese standards did not have a material impact on the separate foancial statemenis

of the Bank.
(il Newstandands, amendments and interprefaffons (n issue bul wof yef effective for
the year ended 31 December 2023
Effective for
annual period

Mew standards or amendments

beginning or after

— MNon-currert Liabilities with Covenants = Amendments o
[A% | and Clasgification of Lialilities as Current or Mon-
current = Amendmenls 1o TAS 1

= Lease Liability in a Sale and Leaseback — Amendments to
IFRS 16

I January 2024

— Supplier Finance Armangements = Amendmends to [AS 7
and TFRS 7

e e e

—IFRS 51** General Reguirements for Disclosure of
Sustainability-related Financial Infonmation and IFRE
52** Climule-related Disclosures
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MOTES T THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

MATERIAL ACCOUNTING PILICIES (Continued)
(pr  MNew standards, amendments and interpretations {continued)

i) New standards, amendnienis and Dnferpretaiions (0 (sste Bl not yer effecive for
the pear ended 31 December 2023

Effective for

annual peried

New standards or amendments beginning or after
— Lack of Exchangeability ~ Amendments to TAS 21 1 January 2125
— Sale or Contribution of Assets between an Invesior and i1s Available for
Aggociate or Jomt Venture [Amendments to IFRS 10 and optional adoption
IAS 28) and IFRS Practics Statement 2. feffective date
deferred

indefinitely ***

All giandards and interpretations will be adopted ar their effective date except for
those standards and interpretations that are not applicable to the Bank.

FINANCIAL RIGSK MANAGEMENT
Introdwction and averview
The Bank has exposure {o the following risks from its use of financial instruments:

— Credit risk

— Operational risk

— Ligquidity risk

— Matket risk

— Settlement risk

— Capilal management

This note presents informetion aboul the Dank's exposure fo each of the above risks, its
ohjectives, policics and processes for measwring and managing risk, and the Bank's
management of capital.

Risk maragement frameawork

The Board of Directors has overall responsibility for the establishment and oversight of the
Company's nisk management framework. The Board has established the Audit Commuittes,
Credit Commuittes and Risk Management Committes, which are responsible for developing and
monitoring risk management policies in their specified areas. These committees are assisted by
menagement committess (that s, the Management Credit Committee (MCC), Asset and
Liability Commitiee (ALCO), Human Resources Commitiee (HRC), and Management
Executive Committee {EXCO)) to discharge their responsibilitics effectively.

The Bank's ritk management policies are establizghed o identify and analvze the risks faced by
the Bank, to set appropriate rick limits and contralz, and to monitor fsks and adherence fo
limitz. Rizsk management policies and systems are reviewed regularly to rellect changes in
market conditions, products and services offered. The Bank, through its training and
managemant standards and procedures, aims to davelop a disciplined and constructive control
environment, in which all employees understand their roles and obligations.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued)

Introduction and everview (continued)

Kixk management framowark — confinted

The Board Risk Manzgement Committes is responsible for monitoring compliance with the
Bank's risk management policies and procedures, and for reviewing the adequacy of the risk
management framework in relation Lo the rizks faced by the Bank.

The Board Risk Management Committes s assisted in these functions by the Risk Management
department. The depariment underakes both repular and ad-hoc ceviews of risk management
controls and procedures, the results of which are reported to the Board Risk Management
Cominitiee

(a)

Credit risk

Credit nsk is the nsk of financial loss to the Bank if a customer or counterparty to a
[nancial instrument fails 1o meel its contractual obligations and anises principally from
the Bank’s financing arranpements to customers and other banks and imvestment
securities. For risk management reporting parposes, the Bank considers and consolidates
all elements of credil risk exposure,

Management of credit risk

The Board of Directors has delegated responsibility for the management of credit risk o
the Board Credit Committee. A separate Credil department, reporting to the Managing
Drirector, is responsible for oversight of the Bank's credit risk, including;

— Formudating credil policies in consulfation with business units, covering collaferal
requirements, credit azsessment, risk grading and reporling, documentary and begal
procedures, and compliance with regulatory and statutory requirements.

- Extablivhing the mdhorization structre Tor the approval and renewal of credit
facilities. Authorisation limits are allocated to the Head of Credit. Larger facilities
regpuire approval by Head of Credit, Management Credit Commuttes or the Board
Credit Committee a3 appropriate.

— Reviewing and assessing credit risk, The Credit department assesses all credit
cxposures in excess of designated limits, prior o facilities being committed to
customers by the business unit concerned, Renewals and reviews of [acilities are
subject to the same review process,

— Limiting concenfrations af exposure to counterpartics, geographies and industries
(for financing arrangements), and by issuer, credit reting band, market liquidity and
country ( for investment securities).

— Deweloping and maintainig the Bank s risk grading in order to catagonises exposures
according to the degree of risk of financial lose faced and to foeus management an
the risks arsing thercon. The risk grading system i1z used in determuning where
impairment provisions may be required against specific credit exposures, The curment
risk grading framework conzists of five grades reflecting varying degrees of risk of
defoult snd the availability of collateral or other credit nsk mitigation. The
responsibility  for  selting risk  grades  lies with the fioal  approving
cxcoutive'commities a3 appropriate, Risk grades are sulyjoct to regular reviews by the
Bank.
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FINANCIAL RISK MANAGEMENT {Continucd)

(n)

MNOTES TO THE SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2023 {CONTINUED)

Credit risk {continued)

Muarragement of credit /isk = contined

— Reviewing complionee of business units with agreed exposure limits, including those
for selected industries, country risk and prodict types, Regular reports are provided
to the Board Credit Committee on the credit quality of portfolios and appropriate

corieciive action 18 taken.

Providing odvice, guidance and specialist skills to business units to promate best
practice throughout the Bank in the management of credit risk.

The Bank’s exposure 1o credit risk on financing arrangements 15 analysed as follows:

Exposure to credit risk

Individually impaired {Stage 3)
Impaired

Stage 3 impamment losses {Mote 17(h))
Carrying amount

Collectively imipaired

Meither past due nor impaired

Past due but not impacred (1 - 3 months)
Stage 1 and 2 impairment allowance

MNaote 1B}
Carrying amount

Total carrving amount

2023
KShs 000

3,317,768
(_2.106.741)
1,211,027
12,134,086

1,212,420
(238983
23,107,523
24,318,550

2022
KShs 004

1755782
(_1.631.284)
1064 498

19,397,057
|, 729637

(__174923)
20,951,811
24,016,303
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GULF AFRICAN BANK LIMITED

NOTES TD THE SEPARATE FINANCIAL STATEMENTS
FOR THE ¥EAR ENDED 31 DECEMBER 2023 (CONTINUED)

FINANCIAL RISK MANAGEMENT (Continued)

(a}

Credit risk (continued)

Financing arrangements with renegotinted terms

Finaneing arrangements with renegotiated terms are financing errengements that have been
restructured due to deterioration in the customer's financial position and where the Bank

has made concessions that it would not otherwise consider,

The table below shows the financing arrangements with renegotiated terms:

2023 2022

FoShs* (W0 K5 hs (b

Gross unimpaired carryving amount 1,699,631 1,435,661

Tenpaired amown 690,706 167,023
Allowance for impairment {  42,988) { 1478

Impaired camrying amount ' [65.545

Total carrying amount 2,347,349 2,601,206

If the terms of a financial azset are renegotiated or modified or an existing financial asset
15 replaced with 8 new one due fo financial difficultics of the customer, then an assessment
18 made of whether the financial asset should be derecognised and expected credit losses

are measured as follows;

— If the expected restructoring will not result in derecognition of the existing asset, then
the expected cash flows arising from the modified financial asset are included in
caloulating the cash shortfallz from the existing asset

— If the expected restructuring will result in derecognition of the existing asset, then the
expected fair value of the new asset is freated as the final cash flow from the existing
financial asset at the time of its derecognition. Thiz smount 15 included n calewlating
the cash shostfalls from the exisfing fnancial asset that are discounted from the
expected date of derecognition to the reporting date using the original effective profit
rate of the existing financial asset

As a result of increased inflation, local cumency depreciation, and depleting purchasing
power of the populsce, businesses continue to experience harsh economic challenges and
some face difficulties in meeting their payment obligations on their facilities. The Bank
may accormmodate the afTected customers by extending their repayment tenures that are in
line with their expected cashflows.

The gains or loases on restructured facilities has been assessed and considered not to be
material. The Bank has tested its business strategy and resolved it remains relevant to crepte
lomg-term sustainable value [or our stakeholders, notwithstanding challenges caused by the
impact of harsh economic realities and the need to restructure some facilities facililies.

Staging of financing assets

12-month expected credit losses are the porion that result from default eveats on a
financial instrument that are possible within the 12 months after the reporting date.
Financial mmstruments for which a 12-month expected credit loss 1z recogmised are refered
ioas “Stage 1 financial instruments”
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MOTES kI e VLR 3
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk (continued)
Staging of financing assets — confinued

Lifetime Expected Credit Losses (ECL) are the losses that resolt from all possible default
events over the expected life of the financial instrumeént. Financial instrarents for which a
lifetime Expected Credit Loss is recognised but which are not credit-impaired are refermed
b as “Stapge 2 financial instruments’.

Financing assets that are credit impaired are referred (o a5 “Stage 3 Gnancial instruments’

Impaired financing arrangements

Impaired financing amrangements are financings for which the Bank determnines that it is
probable that it will be unable 1o gollect all principal and profit due according o the
contractual terms of the financing arrangement(s), These accounts, under Ceniral Bank of
keenya Prudential Guidelines, are termed a8 non-performing loans.

At each reporting date, the Bank assesses whether financial assets are credit-impaired
(referred to as ‘Stage 3 financial assets’). A financial asset is ‘credit-impaired’ when one
o more evends thal have a detmmental impact on the estimated fuiure cash flows of the
fimancial asset have oecurred.

Amounts arising from ECL

The Bank establishes an allowance for impaimment losses that represenis s estimate of
incurred losges in its financing arrangements portfolio. The allowance for impairment is a
component of a specific loss component that relzates to individoally significant exposures,
arvd a collective Anancing arrengements [oss allowance established for homogenous assets
in respect of Josses that have been incurred but have not vet been identified on financing
prmangements subject to mdividual pssessment for impaimaent.

Inpuis, assumptions and technigues used for estimating impairment
Significant incrense in credit risk

When determining whether the risk of default on a financial instrument has increased
significantly since initial recognition, the Bank considers reasomable and supportable
information that is relevant and available without undue cost or effort, This includes both
quantitative and gqualitative mfiormation and analysis, based on the Bank's listoncal
experience and expert credit assessment and including forward-looking information.

The objective of the sssessment is (o identify whether a significant increase in credit risk
has accurred for an exposure by comparing:

— the remaining lifetime probability of default (PD) as at the reporting date; with

— [he remaining fifetime PD for this point in time that was estimated at ithe tine of initial
recognition of the exposure {adjusted where relevant for changes in prepayment
expeciations).

The Bank uses three criteria for determining whether there has been a significant increase
in credit risk:

— quantitative test based on movement in PI;
— gualitative indicators; and
—— a backstop of 30 days past due for all financing arrangements.

Page 44



GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 11 DECEMBER 2023 (CONTINUED)

FINANCIAL RISK MANAGEMENT {Continwed)

(a)

Credit risk (continued)
Inpars, assumptions and rechniques used for estimating impairment - continued
Crenarating the ferm structure of PD

The Bank collects performance and default information about its eredit nsk exposures
analysed by the economic sectors of exposures and the level of default over a period of
time. The Bank's exposures are in various sectors of the economy, which forms a major
input in the determination of term structure of PD, Financing amangements are analysed
into the various economic seclors of manufacturing, building and construction, trade,
energy, tourism and hotels, transport and communication, real estate and personal
consumer, and uses these porfolios to identify PDs for the portfolio, which are then used
in the computation of impairment for the various customers under each portfolio.

The Bank employs statistical models to analyse the dota collected and generate estimates
of the remaining lifetime PD of exposures and how these are expected to change as a result
of the possage of time. PIs are modelled at portfolio level based on a transition matrix, by
modelling the movement of Gnancing amangements rom one classification (staging) lo
another classification. The movements in the fnancing armangements for the various
SCOnomG seclor catepories 15 based on the value of the lnancing arrangements.

The modelled PDs are based on 60-manths” ransition matnces as the best estimate for the
next one vear to reflect "point in time" frangition, Further, this was corroborated by the
growing trend of default rates historically.

The Bank assesses whether credit risk has increased significantly since initial recognition
at gach reporting daie, Determining whether an increase in credit risk is significant depends
on the characteristics of the customer andd the condition of the financing facility as at the
reporting date. As 2 general indicator, credit nisk of 2 parbcular exposure 15 deemed to have
increased significantly since initial recognition if it is overdue for more than 3 davs, based
on the Bank's quantitative modelling.

The eredit nsk may also be deemed to have increased significantly since initial recognition
based on qualitative factors linked to the Bank's credit risk management processes that
may not otherwise be fully reflected in its quantitative analysis on a timely basis. This will
b the case for exposures that mest certain heightened risk criteria. Such qualitative factors
are based on itz expert judgment and relevant historical expenences.

[f there 15 evidence that there is no longer a sipnificant imcreass in credit nsk relative to
imitial recopnition, then the [ces allowance on an instrument returns (o being measured as
12-month ECL. Some qualtative indicators of an increase in credit risk, such as
delinquency or forbesrance, may be indicative of an increased risk of default that persists
after the indicator itself has ceased 1o exist, [n these cases, the Bank determines a probation
period during which the finoncial asset is required to demonstrate good behaviour to
provide evidence that its credit nisk bas declined sufficiently. When contmactual terms of a
financing arrangement have been modified, evidence thet the criteria for recognising
lifetime ECL are no longer met includes a history of up-to-date payment performance
against the modified contractual terms. The Bank momdtors (he effectiveness of the criteria
used o identify significamt increazes in credit risk by regular reviews o confirm that the
criteria are capable of identifving significant increases in credit risk before an exposurs is
in default and that the average time between the identification of a sipnificant increase in
credit risk and default appears reasonable,
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

| ] |
hEL LELL L

FINANCIAL RISK MANAGEMENT {Continued)

(a)

Credit risk (continued)

Inputs, assumptions apd techoiques used for estimating impairment — continued
Drefinteron of defauls

The Bank considers a financial assel to be in default when

— the customer is more than 90 days past due on any material credit obligation to the
Bank;

— the customer 13 unlikely to pay their credit obligations to the Bank in full, without
recourse by the Bank to actions such as realising securily (if any is held);

— it iz becoming probable that the customer will restruciure the asset as a result of
bankrupfey due (o the customer’s inability to pay their credit obligations.

In assessing whether a customer 15 in default, the Bank considers indicators that are:

— qualitative; e.g. breaches of covenant;

— quantifative: &g, overdue status and non-pavment on enother obligation of the same
issuer to the Bank; and

— based on data developed intermally and obtained from external sources.

Inputs into the assessment of whethor a financial instrument is in dofault end their
significance may vary over lime to refllect changes in circumstances.
The definition of default largely aligne with that applied by the Bank for regulatory

purposes

Mmcorporation of forward-leoking information

The Bank incorporates forward looking information into both the assessment of whether
eredil risk of & Gnancial instrument has increased sipnificantly singe inibial recognition and
the measurement of ECL.

The Bank has performed historical analysis and identified the key economic varables
impacting credil nsk and ECL for each porifolio. These economic variables and ther
associated impact on probability of default (PD), exposure at default (EAD)} and loss given
default (LGIY) vary by financial instrument.

Based on advice from the Assets and Liabilities Committee (ALCO) and consideration of
a varicty of external actual and forecast information, the Bank formulates a ‘base case’
view of the future diréction of relevant econormic vanables as well as a representative range
of other possible forecast scenarins. This process involves developing two additional
economic scenarios and considering the relative probabilities of each cutcome. Extemal
information ineludes sconomie data and forecasts published by povernmental bodies such
as the Kempe Nartonal Buresu of Sutigtios (KNBS) and the Central Bank of Kerpa ({CBK)
and azleo supranational organisations such as the feternaiiona! Monetary Fund (IME),
Horld Bark end selected private-sector and academic forecasters,

Forecasts of the base coonomic scenano and the posaible scenarios have been prepared and
the impact of these economic varables on the PD, EAD and LGD determined by
performing siatistical regression analysis to understand the impact the changes in these
variables have had historically on default rates and on the components of LGD and EAD.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

FINAMNCIAL RISK MANMAGEMENT {(Continued)

(a)

Credit risk {continwed)
Inputs, assumptions and technigues used for estimating impairment - continued
Imearporation of forward-looking informagion — contined

The base case represents a most-likely outcome and 15 aligned with information used by
the Bank for other purposes such as sirategic planning and budgeting. The other scenarios
represent mose optimistic and more pessimistic outcomes. Periodically, the Bank carries
out stress testing of more extreme shocks to calibrate its determination of these other
representative scenarios.

The Bank has identified and documented key drivers of credit nsk and credit losses for
edach porifolio of fOnencial insiruments and, uwsing an aoalysis of hislorical daia, has
estimated relationships betwesn macro-economic variabies, eradit risk and credit losses.

YVarious key economic vanables are wsed in the computation of BECL. The economiic
variables were modelled for correlation with the Bank's non-performing financing
arrangement ratios for each of the Bank's coonomic secior exposures

The key macro-econdmic indicarors include the Central Bank rate (CBR), term deposits
rate, Gross Domestic Product (GDP), tredsury bills rates (91-,182- and 364- day), public
debt to GOP, savings deposit rate, reverse repo, lending rate and bousing price index.

The comelation of the above factors with the Bank’s non-performing finencing
armngements ratio, (NPE%) was also used to determine whether these factors should be
lageed. Linear correlations between the macroeconomic factors and the Bank’s economic
sector non-performing finencing amangements were ndividunlly tested. A normality test
was done for each of the data mputs to ensure that each data input had a normal distribution
curve,

The Bank's non-performing financing amrangements tatio (NPF%) was a reasonable
approximation to the Bank's default risk. The correlation between the Bank’s non-
performing francmg amangements (MPF2) with the above macroeconomic factars was
then inferred to the Bank's predicted probabilities of default.

Further, in determinmg the economic scenarios o be applied, each of the economic
variable was adjusted either upside or downside using the historical standard deviation. In
determining the likelihond of each of the three macroeconomic scenarios, & weighting was
perfonmed for each of the sconomic seclors.

Fredicted relationships between the key indicators and default and loss rales on various
portfolios of financial assets were developed based on analysing historical data over the

past 3 to 5 vears.

‘The Bank uses industry recognized models to estimate impact of macro-economic faciors
on historical observed default rates, In case the results of forecasted PD)s are significantly
different from expected defaull rates that may be observed for the forecasted economic
conditions, conservative and discretionary overlays siall be used by the management after
analysing the partfolio and the impact.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS
' 1) R 2023 (CONTINUED

FINANCIAL RISK MANAGEMENT (Continucd)

()

Credit risk (continued)
Topuies, assumprions and technigues wsed for estimating impairment — continued
Sensitivity analysis

The Expected Credit Losses (ECL) is sensifive to judpements and assumptions made
regarding formulation of forward-looking scenarios and how those scenarios are
incorporated info the calewlations of expected credil losses.

The additional loss allowance on financing arrangements assuming all the forward-looking
scenarios of base case, upside and downside were weighted 1009 instead of applying the
scenario probability weighting would be as below;

2013 2021
KShs (i) KShs* DM
[mpairment loss on financinl assets 138,702 120,762

Finarcing arrangements Wit rencgotiated ferms

Financing arrangements with repegotiated tenms are Dnancing srmangements thst have been
restructured due to deterioration in the customer's financial position and where the Bank
has made concessions that it would not otherwise consider.

The contractual terms of a financing armangement may be modified for 8 number of reasons,
including changing market conditions, customer retention and other faclors not related to
a eurment or polential credit deterioration of the customer. An existmg financing
armngement whose terms have been modified may be derecognised and the renegotiated
financing srmneement recognised 45 a new financing at fair valwe.

When the terms of a financial asset are modified and the modification does not result in
derecognition, the determination of whether the azset’s credit risk has increased
significantly is dependent on the gquantitative and qualitative factors of the financing
armngement, As a general application, once the Onancing armengement 15 restructured i
remains in this category (stage) independent of satisfactory performance after restructuring,
When modification results in derecogmition, a new financing amangement 15 recognised
and allocated to the stage it was before restructuring took place.

The Bank rencgotiates financing arrangements to customers in financial difficulties o
maximise collection opportunities and minimize the risk of default. Under the Bank's
Credit policy, renegotiation is granted on a selective basis if the customer is currently in
default on its debt or if there i5 a high risk of default, there is evidence that the debtor made
all reasonable cffonts to pay under the original contractual terms and the debior 1s expected
to be able to meet the revised terms. The revised terms usvally include extending the
muaturity, changing the timing of profit payments and amending the tenms of financing
ATTANZCMENs CoOvenants.

The repegatiation of tesms i3 not by itsell an indicator of significant increase in credit nisk,
but in addition, the shor-term compliance with new terms of the financing arrangement
does not necessarily indicate the reduction in credit risk. Other qualitative fsctors are taken
into consideration alonggide the renegotiation, to determine if there is significant increase
in crecit risk. A customer needs to demonstrate consistently good peyvment bebaviour over
& period of time before the exposure is no longer considered to be credit-impaired or m
default such that the loss allowance reverts to being measured at an amount equal to Stage
.
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GULF AFRICAN BANK LIMITED

NMOTESTO T HE SEPARATE FI.NANCML STATEMENTS
o YT CR 202} (CONTINUED)

FINANCIAL RISK MANAGEMENT (Continued)

{a)

Credit risk (eontinued)

Imputs, assumptions and technigues nsed for estimating impairment - continaed
Sensitivity analysis = continued

Finanecing arrangements with renegotiated terms — confinued

ECLs were estimated based on a range of forecasted cconomic conditions as at 31
Drecember 2023 and considering that the economic situation is continuowsly changing, The
following represents the key judpements and assumptions in relation to the mode! inputs
and the inerdependencies between those inputs and highlights the significant changes
duringg the year.

— Grouping of financial amangements porifolio using exposures {0 various sconomis
gectors, from the previous customer groupings of business units of corporate, EME and
retail;

— Point —in-time PDs updated using latest available macro-economic factors forecasis
which comelate with Bank™s non-performing fnancing arrangements (%),

— Probability weights updated under the different economic sectors

Measurenment of ECL

The key inputs into the measurement of ECL arc the temm structure of the following
wvanahbles:

— probability of default (FL);
— |oss given default (LGEY); and
— exposure at default (EAD).

ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD end
EAD. Lifelime ECL is calculated by multiplying the lifetime PD by LGD and EAD.

LGD is the magnitude of the likely loss if there is a defanlt. The Bank estimates LGD
paramelers based on the history of recovery rates of clams against defaulted
counterparties. The LGD models consider the stracture, collateral, seniority of the claim,
counterparty industry and recovery costs of any collateral that is integral to the financial
agsel, LOD estimades are caleulabed on a discounted cash Oow basis using the effective
profit rate ag the discounting factor on the Forced Sale Value (FSV) of the collateral

EAD represents the expected exposure in the event of a default. The Bank derives the EAD
from the current exposure o the countcrpany and potential changes to the corrent amount
allowed under the contract and ansing from amortisation.

The EAD of a financial asset 15 its gross carmying amount at the time of default. For lending
commitments, the EADs are potential future amounts that may be drawn under the contract,
which are estimated based on historical observations and forward-looking forecasts. For
financial puarantess, the EAD represents the amount of the guaranteed expasure when the
financial puarantee becomes payable.
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MOTES TO THE SEPARATE FINANCIAL STATEMENTS
: VE : .

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk {continued)

Inputs, assumptions and techniques used for estimating impairment - continued
Sensitivity analysis — continued

Megsarement of ECL —conrinued

Az described above, and subjeci 10 using a maximum of a 12-month PD for Stage 1
financial assets, the Bank measures ECL considering the risk of default over the maximum
contractual period (including any customer's extension options) over which it is exposed
to credit risk, even if, for credit risk manapement purposes, the Bank considers a longpes
periad. The maximum contractual period extends to the date at which the Bank has the
right to require repayment of an advanee or teominate a financial arengement commitment

or guarantee,

Where modelling of a parameter 15 carned ool oo o collective basis, the Anancial
instruments are grouped an the basis of shared risk characteristics that inchade:

— type of customer

— instrument tvpe;

- collateral type;

— date of initial recognition;
—— remuning term to maturiiy;

The groupings are subject to regular review to ensure that sxposures within o particular
group remain appropriately homogeneous.

Write-off policy

The Bank may wrile off a financing arranpement balance (and any related allowances for
impairment losses) when it detenmines that the finencing arrangements are uncollectible.
This delermination is reached afier considering information such as the ocowmrence of
significant changes in the customer™s financial position such that the customer can no
longer pay the obligation, or that procesds from collateral will not be suffizient to pay back
the enfire exposure.

Collateral held and other enhancements

The Bank holds collateral against financing amangements to customers in the form of
morigame interests over propery, registered secunties over assets, and mearentees.

Estimates of fair value are based onthe value of collateral assessed at the time of financing,
anid penerally are not updated excepd when a financing is individually assessed as impaired.

Collateral generally is not held over deposits and balances due from banking institutions,
except when secunties are held as part of reverse repurchase and securities bomowing
achivity.
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Eﬂ TES TO THE SEPARATE FINANCIAL SI'ji.'I'EM_ENl"S
D 31 DECEMEBER 2023 (C

FINANCIAL RISK MANAGEMENT (Continued)

(2}  Credit risk (continued)
Measurement af ECL — continued
Collateral held and other enhancements — continuod

An estimate of the fuir value of collateral and other security ephancements held against
financing arrangements is shown below:

Fair values of collateral held: 2023 2022
K5 hs* (i) KShs i)

Impaired financing arangements 2,829,232 2,821,642
Past due but not impaired financing arangements 1,305,038 1,570,723
Mot past due nor impaired financing arrangements 21,892 718 10,005, 800
26,026,968 25,488,165

Impairment allowances
The following tables shows reconciliations from the opening to the closing balance of the

loss dllowance by class of financial instrament. The amounts under financimg arangemenis
include impatrment for finincial guarantees and unutifised financing arrangements.

Page 31



Ts afeg

(1N SUS — TTOT) 14T'CEG SUSH J0 SAULINDDSE JUOUNE2AT] PUE (000°9EF S68
FUS® = CLOT) ODO'PE 1RE SYSH J0 suouminsu m.:..ﬁ-mn_ LU ST S20UE| B Pus psodap 01 JurEEd SUENOWE 20E SOURAC]E SS0] O pepnjeu]

0868 169°SL8 - SoL'61 LoD 6E 0ZL's - LELOE IqUIAIN [ ¥ DU

(ZITe ) + - (Z1T6 ) (CEE's ) |- - (e£c’s ) SISEINIY

cal'al B = o'l LEFOL LREOF ysunedung 107 SUOTSIA0L]

+ - - (nog'ges) | (ooe'gog) | - - STI0-3HH A

OEEe ) (gsk's ) |- = 6EF 1 ST = = JOUEMO[[E
BRO] Jo Juarihinseatu-=al jap]

= = e = - = - - { 280y o) JRJSURI]

- - - - - - - - 7 ofelg of JapsuBL]

- - - - : . 1 a8mg o) Iagsuel]

65068 LP1T1RS - TIT'S IRV C68 I69'5LE |- CAL'G1 ASETUR[ T 1 20UE[EE

|
000, FISM | 000, S4SH 000, S9SN | 000, SUSN | 000, SUSM | 000, 595N | 000 SUSH Tz_ L SUSHM
(TN | g AHEN gedug | Ay [EI0 ], £23E)y | 7Emg | [ Emg
it [ £T0t

SMILINIAS JUANNEIAN] PUR SUONNINSET S0UTq W) Inp s0Uejeq pus jsedag

(PANUNTOI) HSLE NP

]

{panupno’)) INTIWHODYNY I MSTH TVIONYNIL

0T HAHWA XA TE TIANT IVAA AHL H0A



g5 affieg

. mofag

umols 81 aep Suneodas o e ¥50 TPRID JO SUOHEDNSIN0S 10 BIEA[EIE Ty 008 SN0 Ag J51 1P jo SOOEOUIInog S10]mei Juesg agq],

WSELT IO ENIaes S gy

LOT99%° 1 PET169'T | PID6L H6L 56 ELL'SFET IFL'90L'T IFLDEL 0L 80T daquuadaq] [g 1® 3JUE[RY
: P : : : : . SN B0
(986'Lkl ) [(zo¥'orl ) [(8ST'1 ) foze ) {Lso'ze ) | (is9'sl ) = (996'T ) STI0-2EM
(bop'oz ) [(eeT'L1 ) |GZE1 ) | (p90E ) spz'1z ) |(pOETL ) (66t's 1 |(opFr ) paTE

_ BARE 1R SRESE RIOURUL]
EIFLY BTA'E 66s' | 9EE'FE CEL'001 Loz L9G°TH B00'9T pajrrifiio

_ SIOAER [BINUEUIT] AMap]
Chb'Sh ROGFIE 1#6°FS | (pog're) FT'Eik Ter'Ler LL1'LE (Hog'1¢) VEAIRINSEATI-2T 13N
- PeR'T (ELZ'T ) igs ) . DTzl (ggL'g ) |(zeeEE ) ¢ afmg oy sopeuRr]
- {s65's ) |9s0'L ({os ) (855 ) PesT (900'c ) 7 afelg 01 Japsue ],
- (Leg'sl ) |C1%0'RT) | BSY'LE . (GEL'EL ) (EEE'LE)  |TLOIS | S9uig 01 15U
BEL TFE'T AT ASH ISTOF 60T LOT 9981 FRTTH'] AN T BOHLCEH Aseruter { 3¢ aue(eg |
(b5 5™ 000 S4SM | 000-595M | 000.595M | D00-SUSM | 000, S95M O00-505M | id-SUEN
[LATN A £ d8ng 7 "8ng [ 980s e, £ a8ng T aimg 1 43ms

TI0d = ETiT

CANNLIN OO £T00 HAAWHIEA 1 AIANT A¥VIA JHL 304

SIDMIOISIED 0] SIUATUASNELIE Surouen ]

(panupue) H811 11paI)

(n)

(penupuo}) LNAWIDVNYIN MSTH TVIONVNLL

SINAWALVLS IVIONVNID ALVHYdAS AAL O S4.10N

TILTINTTINVE NVOTHAV IS

E]



CULF AFRICAN BANK LIMITED

MNOTES TO THE SEPARATE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

5. FINANCIAL RISK MANAGEMENT (Continwed)

(a)

Credit risk (continued)
Monitoring concentration risk — continmed

Conecentration by Sector - 2023
Manubasturing

Tourizm, Restauranis & Hotels
Energy

Transport and communication
Bizal estate

Personal consumer

Wholesale and retail trade
Others

Total gross finuncing arrangements

Concentration by Sector - 2022
Manufacturing

Tourism, Restagrans & Hotels
Energy

Transport ond communicaton
Real ssate

Personal consumer

Whilesale and retail trade
Oithers

Total gross financing arrangements
Oher financial assets

Time deposits due from banking institutions
under statutory management

Impaired

Specific impairment losses

Carrying amant
Past due but nod impaired

Total carrving amount {Note 15(a))

KShs 000

1,227,137
1,212,131
1,985,186
3,162,941
3.927.017
6,717,196
7,032,018
1 A90 Gd5

ab.b64.274

6RE 103
1,131,068
1,720,735
3,115,407
3,279,202
5,864,736
7040, 205
1038 969

23,882,516

023
KShs 000

30,000
(_8.320)

41 680

41680

Percentage

3%
2%

12%
15%
25%
26%
3%

1%
5%
T
13%
14%,
15%
29%
_ 4%

100%

2022
KShs 000

918,800
(875,691)

43,109

43109

A portion of time deposits with & banking institution placed under receivership was
considered impaired and impairment provisions were made after considering the value of
secunties held by the Bank apainst the deposits. The Bank holds a lien over treasury
bonds of K8hs 50,000,000 {2022 — KShs 50,000,000}, and the face value of the bonds is
payable to the Bank upon maturity. The fair value of the collateral held as at 31 December

2023 is KShs 41,680,000 (2022 - K5hs 43,1 0%.000).

Neither past due nor impaired

Balances with the Central Bank of Kenya (Mote 14)
Diepogits and balances due from banking institutions
and investment secunties Mote | 5a)}

Oiiiver psgels excluding prepaymments {Mote 18)

Z0Z3
ot RS

1,816,691
|2 485 950

744,347
15046997

2022
KShs'000

r1a7TEN

10,574,204
653,547

13375722
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GULF AFRICAN BANK LIMITED
NO IEE TO THE SEPARATE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT {Continued)

(b

{c)

Operational risk

Uhperational risk is the risk of direct or indirect loss ansing from & wide vanety of causes
azsociated with the Bank’s processes, personnel, technology and infrastructure, and from
external factors other than credit, market and Liquidity msks such as those arising from
legal and repulatory requirements and generally accepled standards of corporate

behaviour. Operational nsks arise from all of the Company™s operations and are faced by
all business enfijies,

The Bank's objective is to manage operational risk o0 as to balance the avoidance of
financial losses and damage to the Bank's reputation with overall cost effectiveness and
to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to
address operntional risk is assigned to senior management within each busmess unit. This
responsibility is supported by the development of overall Bank standards for the
management of operational risk in the following areas:

— Reguirements for appropriate segregation of duties, including the independent
authomsation of transactions

— Requiremers for the reconciliation and monitaring of transactions

— Compliance with Shar'ah rules, regulatory and other legal requirements

— [Documentstion of controls and procedures

— Reguiremenis for the periodic assessment of operational risks faced, and the
adequacy of controls and procedures to address the nsks identified

— Requirements for the reporting of operational losses and proposed remedial action

— Dhevelopment of contingency plans

— Training and professional development

— FEthical and business standards

— Risk mitigation, including insurance/takafiul where this is effective.

Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations

from its financial liabilities,

Management of liguidity risk

The Bank’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its lisbilities when due, under both pormal and
stressed conditions, without incuming unacceplable losses or nsking damage to the
Bank’s reputaticn.

Treasury receives information from other business units regarding the lguidity profile of
their financial assets and liabilities and details of other projected cash flows arising from
projected future business, Treasury then maintains a portfolio of short-term Hguid
assets, larpely deposils and balances due from banking mstitutions and ather inter-bank
tacilities, to ensure that sufficient liguidity i maintained within the Bank as a whole. The
liquidity requirements of business units are met through shori-term financing
arrangements fom Treasury Lo cover any short-term fluctuations and longer-term
funding to address any structural liquidity requiremenis.

The daily liquidity position is monitored, and reguler Eguidity siress testing is conducted
under a variety of scenarios covering both normal and moce severe markel conditions.
Al liguidity pelicies and procedures are subject (o review and approval by ALCO,
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

- FINANCIAL RISK MANAGEMENT {Continued)

{c}

Liguidity risk {continued)
Residual contractual maturities of financial liabilities at 31 December 2023 and 2022

The table below analyses financial liabilities mie relevant maturitics based on the

remaining period at year end to the contractual maturity date:

A1 December Uptol 1-3 3-12 Owver 12

2023: month months months months Total
KShs"000  KSha'000  KShe®000  KShs'000  KShs'000

Linbilitics

Drepaosits from

cuslomers 25544009 4410967 3,805,167 302472 34,062,615

Ohibver liabilities 352991 - - - 342,791

Lease lighilitics - - - 304689 3,689

Financing

lialxlities - - - - -

Total liabilities 25926800 4410967 3.805167 607161 34.750,095

31 December Uptol 1-3 3-12 Owver 12

2022: month months momiths months Total
KSha'0(M  KSha'000  KShs*00)  KShs'00D  KShs* (M)

Liabilities

Deposits [rom

custarners 24 214477 3644893 3289427 219002 31,367,799

Oriher liabilities 471,109 - - - 471,105

Leaze liabilitics - - 1,335 294,229 293,764

Financing

liabilitics = = - -

Taotal liabilitics 24685586 2 LO644.893 00 32090962 S13.231 32,134,672

Exposure to liguidity rsk

A key measure of liquidity risk is the liquidity ratio which is a mtio of net liquid assets
tor deposit labilities,

et lquid assets are considered as including cash and cash equivalents and investment
securities for which there s an active and liquid marke! less any deposits from banks,
other borrowimgs and commitments maturing within the next month. Deposit liabilities
comprise deposits from customers and other lisbilitiss thet have matured or maturing
within 91 days.

The liquidity ratios st the financial reporting date and duning the reporting period (hased
o monih end ratios) were os [ollows:

2023 2022
At close of the year 46% £4%
Average for the year 47% 49%
Maximum [or the year 0% 55%
Minimum for the year 44%, 42%

The Bank did not have material impact on its liguidity challenges in the year under
review. The management of the Bank has enhanced monitoring of liquidity and funding
requircments with the objective of availing more sources of funding as and when
necessary 10 maintain adequate liquidity position at a reasonable cost of funding,
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECE 2023 (CO )

FINANCIAL RISK MANAGEMENT (Continued)

()

(d)

Licuidity risk (continued)

The Bank also continucs 10 enhance ifs lgquidity stress lesiing by improving stress
sienarios in line with evolving madket conditions.

Market risk

Marker risk is the risk thal changes in market prices, such as profit e, equity prices,
foreign exchange rates and credit spreads (not relating o changes in the obligor sfissuer’s
credit standing) will affect the Bank's income or the value of its holdings of financial
imstruments. The objective of market cisk management is to manage and control market
risk exposures within acceplable parameters, while optimising the return on risk.

Overall authonty for market nsk &5 vested in ALCO. Risk Management department 15
responsible for the development of detailed fisk management policies (subject (o review
and approval by ALCD]) and for the day-to-day review of their implementation.

The Bank is primarily exposed o currency risk. Due 10 the nature of the Bank's current

products, the exposure to any other market risk is minimal. Doe to the limited exposure
of the Bank's balance shedt to market risk, there was no adverse tmpact on the Bank
resulting from changes in market prices in the vear under review.

Crrrency risk
The Bank 15 exposed to currency nisk through fransactions in foreign currencies. The

Bank's transactional exposures give rise o foreipn currency paing and losses that are

recognised in profit or loss. In respect of monetary assets and liabilities in foreign
currencies, the Bank ensures that its net exposure is kept o an acceptable level by buying
and selling foreipn currencies at spot rates when considered appropriate.

The Bank"s currency nisk 15 managed within Central Bank of Kenya exposure guideline
of 1% of core capital, Management monitors foreign curmrency exposuns on & daily basis.
The tables below analyse the currencies (o which the Bank is exposed (o:

31 December 2023: LUsD GEFr  EURO Other
KShs*000 KShs*00) EKShs 000

Total
KShs 000 KShs 00

Assels

Cash and balances with

Central Bank of Kenya 643,238 24,939 4. BO2 1,230 724,200
Deposits and balances

due from banking

institutions and

investment securitie: 2,782 095 41,519 166,836 120,174 3,111,224
Financing arrangements 4,243,375 . - - 4243375
Other assets 2 487 T g < 2 487
Total asscts 1671795 hih. 458 221,638 121404 B.081,295
Liabilities

Deposits from

Clsiomers 6,892.710 34414 187,261 6,628 7,141,013
Other habthitics 52,886 4,058 2,043 1 58,9493
Financing liabilities = A - i h
Total liabilitics 6,945 5% 58.4T2 159,309 6,629 720000
Crverall net position 126,199  _7986 32329 114,775 _861.289
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FINANCIAL RISK MANAGEMENT (Continued)

(d}

Market risk (continued)

Carreney risk — confinnead

31 December 2021: LS GEF EURO Other Total
KShs*000 KShs*0Mr KShs*000 KShs'000  KShs 000

Assels

Cash and balances with

Central Bank of Kenya 562,371 | 7483 54,9906 TLT 635,579
Deposits and balances

due from banking

Lnstitutions 1,339,115 19,883 62.59] 1401, 829 1802418
Financing arrangements 4,427 455 - - - 4427 455
Chher assets 2260 12 - . 22,708
Total assets 6,571,637 57380 117,587 141,556 6,888,160
Liabilities

Deposits from

Customers 4775 626 43,021 104,983 184 4932814
Ohther liabilities 08 463 4 580 | T F 104,622
Financing liahilitics - - - - -
Total liabilitics 4878080 52601 106,560 186 5037436

Orverall net position L9354 4779 _1L037 141370 LBS0.724
The following significant exchange rates were applied during the vear:

Closing Average
223 2022 2023 022
K&hs KShs KShs KShs
LUSD 155.00 123 .45 139.85 118.37
GBP 197.17 L4E.40 173.98 145.17
| EUR 171.39 131.61 151.23 124.06

Sensitivity analvsis

A LD percent strengthening of the Kenya shillings against the following currencies would
have increased profit or loss by amounts shown below. This analysis assumes thet all
other varables, in particular profit rates, remain constant.

The analy=is is perfonmed on the same basis for both 2023 and 2022,

Profit (loss) before and after tax

2023 023 2021 2022

Before tax After tax Before tax After tax

KShs (i) KShs 0 KShs i) K5hs 000
LISD 72,610 50,834 (169,355) (118,549)
GBP 708 560 (478 [ 335)
EUR 3,233 o264 { 1,103) f T3
Crther 11477 8034 (14,137) (_2.E96)
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NOTES TD THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 {CONTINUED)

FINANCIAL RISK MANAGEMENT (Continued)

(&)

(N

Settlemeni risk

The Bank's activities may give rise 1o rizk at the dme of settlement of transactions and
trades. Sctilement risk 15 the risk of loss due to the faillure of counterpanly o honour its
obligations to deliver cash or other agsets as contractually agread

For certain types of trangactions, the Bank mitigates this risk by conducting settlements
through a settlement/clearing agent to ensure that a trade 5 settled only when both parties
have fulfilled their contractual settlement obligations. Settlement limits form part of the
credit approval and limit monitoning process described earlicr,

Capital management

The Bank™s abjective when managing capilal (regulaiory capital) is to comply with the
capital requirements ag set out by the Central Bank of Kenya and safeguard the Bank’s
ahility to contimue as a going concem a5 well as mamtaining & strong capital base to
suppott the development of its business,

Llnder the regulatory environment, the Ceniral Bank of Kenya requires every financial
institution to;

(a} Maintain a minimum capital of KShs 1,000 million {2022 — KShs 1,000 million).

ib) Maintain a core capital of not less than 8.0% (2022 - §.0%) of total deposit kabilities.

(o] Maintain & mindmum core capital fo risk weighied assets including off-balance sheet
asacts of 10.5% (2022 — 10.3%) and

(d) Maintain a ratio of otal capital to nsk weiphted assets including off-balance sheet
assets of not less than 14.5% (2022 - 14.5%),

The Bank iz compliant with all the above requirements.

The Bank calculates capital adequacy ratios for credit risk, market rsgk and opérational
risk based upon Basel requirements and the prudential puidelines as issuad by the Central
Bank of Kenya.

Capital adequacy and use of regulatory capital are monitored regularly by management
emmploving technigues based on the guidelines developed by the Basel Commiites, as
itmplemented by the Central Bank of Kenya for supervisory purposes,

Credit nsk weights ore measured by means of a hierarchy of four risk waghts classified
pccording 1o the n#ure of {and reflecting an cstimate of the credit risk associatad with)
each asset and counterparty. This treatment is also adopied for off-balance sheet
gxposure, with some adjustmenis 10 reflect the more contingent nature of the potential
lozses,

Dperational risk weighted assets is compuled using the basic indicator approach which is
based on the average gross revenue over the prior 3-year period.

Market risk weighted assets is computed using a standardised approach based on the
foreign exchange exposure as at 31 December each year.

Page 59



£

GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

FINANCIAL RISK MANAGEMENT (Continued)
() Capltal management (continued)
The Bank’s regulatory capital is analysed inlo two liers:
- Core capital (Tier |}, which includes ordinary share capital, share premium, and

retained earnings

— Supplementary capital {Tier 2), which includes statwtory credit nsk reserve,
subordinated debt mod exceeding 530% of core capifal, and any other approved
[ERCTYES.

The Bank™s regulatory capital pogition ai 3] December was as follows:

023 2022
EShs 0 KShas (i
Core capital (Tier 1)
Share capital 166,324 a6, 324
Share premium 2,282,112 2282112
Retained carmings 4,171,035 3074364
Mon-gualifying deferred tax azset - -
6,819,471 5. TE2800
Supplementary capital (Tier 2)
Subordinated financing habilitics - .
Qualifying statutory credit risk reserve 28,430 104,999
Total eapital 6,847,901 6027799
Risk weighted assets
On-balance sheet 26,601,830 23,034 442
Oif-balznce sheet 25000 T iMs 1,652 667
Total credit risk weighted assets 30,191,945 25,587,100
Crperational nsk weighted assets 5. 718589 5,696,754
Market risk weighted assets 224,605 240,170
Total risk welghied assets 35,135,139 31,524,032
Total deposit labilities 34,062,615 3367799
Capital ratics 2023 2022
Core capital/total nsk weighted assets
(CBE minimum 10.5%) (2022 — 10.5 %) 19.4% 18.2%
Core capitalfiotal deposit liabilities
(CBK minimum 8.0%) (2022 — §.0%4) 20.0% 18.2%
Total capitaltotal nisk weighted azscts
(CBE minimmm 14.5%) (2022 - 14.5%) 1950 19.1%
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LYLE e Sk PAE 9 3 hfs WL STALE L5
FOR THE YEAR ENDED 31 DECEMBER 2023 ({CONTINUED}

FINANCIAL RISK MANAGEMENT (Continued)

(&

Clmate related risls

Presently, climate change is becoming an increasingly important issue for financial
institutions, regulators, investors, and clients. The Bank rermains comenitted to addressing
the climate crisis by supporting the transition o a sustainable, low-carbon economy that
balances sociely's environmental, social, and sconomic needs,

Climate-related risks have a potenhal negative impact on the Bank ansing from climate
change. These risks have an impact on the principal risk categories of credit risk, liquidity
risk, market risk and operational risk discussed above, but due to their pervasive nature
have besn identified end managed by the Bank on an overall basis.

The Bank distinguishes between physical and transition risks. Physical risks arise as the
resull of acule weather events such azs hurmeanes, floods and wildfires, and longer-term
ghifts in climate-relaled patterns, such as susthined higher temperatures, heal waves,
droughts snd rising sea levels. Tranzition risks anse as & result of measures taken io
mitigate the effects of climate change and transition 10 a low-carbon economy-e.g.
changes 1o laws and regulations, litigation due to failure to mitigate or adapt, and shifis
in supply and demand for cerain commodities, products and services due to changes in
consumer behaviour and investor demand.

The Bank is in the process of developing bank-wide policies, processes and controls o
incorporate climate-related risks in the management of principal nsk-categories, Thiswill
inchade a climate-refated nsk framework for:

= ldentifying nsk factors and assessing their potential impact on the Bank's separate
financial statements;
— Allocating responsibilities for managing each identified risk factor.

The Bank 15, m addition to the above, implementing the Central Bank of Kenya Guidance
on glimate-related risk mansgement road-map.

USE OF ESTIMATES AND JUDGEMENTS

The Directors are responsible for selection and disclosure of the Bank's critical accounting
policies and estimates and the application of these policies and cstimates.

Key sources of estimation uncertalngy and judgements

(a)

Adlowance for coedit losses

Assels sccounted for at amortised cost and farr value through other comprehensive
ineome are evaluated for impairment on a basis described in accounting policy 4{h}.

The Bank recognises loss allowance at an amount equal to either 12-month expected
credit losses (ECLs) or lifetime ECLs. Lifetime ECLs are the ECLs that result from all
possihle default events over the expected life of 2 financial instrument, whereas 12-month
ECLs are the portion of ECLs that result from default events that are possible within the
12 moniths after the reporting date.

For eredit exposures whers there have not been sipnificant inereases in credit risk since
initial recognition, an entity 15 required to provide for 12-month ECLs. These are
classified as Stage 1 assets.
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NOTES TO THE SEPARATE ANCIAL STATE
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

USE OF ESTIMATES AND JUDGEMENTS {Continucd)
Key sources of estimation uncertainty and jodgements {continued)
in)  Allowance for eredit losses — continued

For credit exposures where there have been significant increases in credit risk since initial
recognition an an individual or eollective basis, a loss allowance 15 required for Lifetime
ECLe. Thege are clageified as Stage 2 agsets.

For credit exposures that sre credit impaired and in defauli, similar to siage 2 assets, a
loss allowance is required for lifetime ECLs however the probability of default for these
aszets is presurned to be 1002 less any determined recovery and cure rate, These are
classified as Stage 3 azaeta.

by Taxes

Determining income tax provision imvolves judgement on the tax treatment of certain
transactions, Deferred tax assels are recogmised on tax losses nod yet uwsed and on
temporary differences where it is probable that thers will be taxable revenue against
which theze can be offset. Management has made judgements as to the probabality of tox
losses being available for offset at a later date.

(e} Loases

When measuring lease liabilities for all leased assets, the Bank has discounted lease
liahilities using its incremental borrowing mate at 1 Januwary 2020. The incremental
borrowing rate applied of 13% has been maintained for 2022 (2021 = 13%).

FINANCIAL ASSETS AND LIABILITIES
Accounting classifications and fair values

IFRS 7 specifies & hierarchy of valuation techniques hased on whether the inputs to those
valuation techniques are observable or unobservable, Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect the Group’s market
pssumptions. These two types of inputs have created the following fair value hisrarchy:

— Level 1: Unadjusied guoted prices in active markels.
— Level 2: Observable data from less active markets or similar instruments.
— Level 3! Inputs not based on observable market data, including entity-specific data.

A substantial propartion of the Bank™s customer financing armangements are on floating rates
and re-price within 12 months, hence their fair value approximates their carming amounts.
The estimated fair value of deposits with no stated maturity ie the amount repayable on demand.
Estimated fair value of fixed profit bearing deposits without guoted market prices is baged on
dizeounting cash flows using the prevailing market rates for debts with siouelar matunties and
profit rates,

A substantial propaottion of the Bank™s deposits mature within 12 months snd hence the fair
value approximates thewr carrying amounts.

Cash and balances with Central Banks are measured al amortised cost and ther fair value
approximates their camying arnount,

Disclosure of fair valve is not required if the carrving amount approximates fair value or if fair
value cannof be reliably asceriained,
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GULF AFRICAN BANK LIMITED

NOTES T THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

INCOME FROM FINANCING AND INVESTING ACTIVITIES

2023 1022

KShs* 000 K5 s 00

Income from financing arangements 2,750,154 2,223,797
Income from mvesting assefs - placements 1,204 823 581,228
Income from investing assets — Sukouk LN ] = .
2,265,097 4105025

Included in income [rom investing aclivities from plecements 15 income denved from
placemenis under Tawarneg arrangements made with Islamic windows of conventional banks
as well &s conventional banks.

()

()

()

]

INCOME PAID TO DEPOSITORS 2023 2022
K Shs* (W0 KEShs*(iH

Time deposits 560,123 473 826

Savings deposita 39,708 L b

Interbank deposits 751 1.593
600,602 212,616

INCOME PAID FOR FINANCING LIABILITIES

Term financing liabilities - 85,129

Finance cost on lease liabilities {(Note 30(c)) 37.511 _45280
=2L311 130,409

NET FEE AND COMMISSION INCOME

Fee and commission income

Commissions 545 843 456,843

Service fees L6593 3616
577,536 490,459

Fee and commission expense

Interbank transaction fees and other foes (15,749 (20,2353

MNet for and commission income 361,787 470,224

Fees anid commission income mainly arise from contracts with customers in the scope of
IFES 15, Transaction fees for processing financing amangements are recognised when
the transaction takes place while the service fees are based on fixed fees published by the
Bank and are recognised when the service is provided.

Oriher income 2023 022
KShs 000 KShs" (W

Laosz on disposal of propeny and equipment (271 [ 2340
(Gain on disposal of right of use assets 586 66,152
J15 63,812
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11.

12.

13.

GULF AFRICAN BANK LIMITED

THE SEPARATE FINANCIAL

FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

(a) STAFF EXPENSES 2023
Eshs 000

Salaries and allowances 1,047 063

Staff pension H, 831
Beledical 56,524
Traiming 21,964
Orther staff expenges 20797
LI25179

2022
KShs" 040

959,745
73,626
50 584

6,730

22,074
L13LI68

CHiver stafl expenses relate wo stafl subscriptions, recruitment costs end refated expenses.
The 1otal number of employess at year-end for the Bank was 329 (permanent — 298,

contract— 31 ] (2022 = 330 — all permanent).

(b) OTHER OPERATING EXPENSES 2023
KShs* i

Oecupancy expenses 66,886
Advertising and marketing expenscs 12616
Security expenses S4.877
Infarmation, communication and technology costs 154,377
Daonations 15,002
Deposit protection fund 49200
Oither expenses 437,911
810,868

2022
KEShs 000

63,94
21621
41,112
115,881
16,657
46,854
352919

661,015

Oher expenses comprise inter alia ATM & Cards costs, General expenses, Directors
fews, General insurance costs, Swill and connection costs, legal and professional fees,

Shariah advisory costs, Travel and entertainment among others,
FROFIT BEFORE TAX

Profit before tax is arrived ot after charging/{crediting): 2023

KShs “MM)

Depreciation (Mate 21) 141,016

Amortisation (Note 20) 56,522

Directors' emoluments — fees (Note 20(f)) 48039

- ather (Note 29(f)) 68,091

Auditors’ remuneration {inclusive of VAT at 16%) 6,522

Crain/(loss) on disposal of property 2nd equipment i
INCOME TAX EXPENSE

(2) Incomefax expense

Current tax:

Current income 1ax expense at 30% (2022 — 30%,)
on the profit for the year as adjusted for tax purposes 675,719
Priar year under{over) provision <

675,719
Deferred tax:
Change during the yvear (Nole 22} (198,670)
Prior year over provision {Nole 22) 12,540
(186.130)
Income tax expense through profit and loss 489,589

2022
KShs “00d

144 436
57,608
17,350
22,835

6,332

(—2.340)

116480
L1719

134,132

136,209
336

137443
271,634
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13. INCOME TAX EXPENSE (Continued)
(b} Reconciliation of tax expense

The 1ax on the Bank™s profit differs from the theoretical amount using the basic tax rate

a% [ollows:
2023 2022
K5 hs" 004 KShs 00
Ageounting profit before taxation 1529485 Bl6, 748
Computed tax using the applicable
Carporation tax rale at 30% (2022 —30%:) 458 846 248,024
Met effect on non-deductible costs 18,203 5,363
Prior year over provision — curment tax - 17,7118
Prior year [under)fover provision
— deferred tax (Note 22) 12,540 536
Income tax expense 489,589 271644
(¢} Tax (recoverable) payalble
Al January [ 367,357) 267,908
Charge for the year 675,719 116,480
Frior year over provision - L7719
Paid during the year 471 (785.404)
H 302,891 (§735D
Comprising:
Tax payable/{recoverable) 307,891 (367,357)

14. CASH AND BALANCES WITH CENTRAL BANK OF KENYA

2023 2022

KShs 000 KShs 000

Cash m hand 268 497 1 058,720
Balances with Central Bank of Kenya;

Restrictod balances {cash reserve ratia) 1,406,161 1,252,020

Unrestricted balances with Central Bank of Kenya 310,530 _B9585]

2,085,188 3,206,600

By law, commercial banks are required to maintain prescribed eash balances with Central Bank
of Kenya as a cash ratio requirement which 18 non-yield bearing. This balance is determined on
the bazis of outstanding customer depozits al the end of the preceding month and is maintained
gver 8 oycle of one month. As at 31 December 2023, the cash ratio requirement was 4.25%
{2022 — 4.25%) of customer deposits. These funds are however available for use by the Bank
in its day-to-day operations in a limited way provided that on any piven day this balance does
not fall below 3.00% of the requirement and provided that the overall average in the month is
at least 4.25%,
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13,

DEFOSITS AND BALANCES DUE FROM BANKING INSTITUTIONS

(n)

(b)

GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

FOR THE " .Lm... _I

2023
Classification S hs" (b
Time deposits 11,518,257
Impairment losses { 30,747
Current acoounts G058 449
_ 12,483,939
Time depositg due fom banking instiiutions under
Statutory management 50,000
lmpairment losses ( 5,320)
41,680
12,527,639
Maturing within:
[.ess then 3 months 7.266,104
Dyer 3 months 4253 153
11,518,257
Impairment losses on financial assets and investment securities
Stage 1
Stape 3 and 2
impairment impairment
lnsses provision
2023: KShs 004 S hst (i
At ] famary 2023 873,691 19,795
Provisions for impairmient 1,429 R
Relcasa - [ $.535]
Charge [or the year 1429 10,952
Write-offs during the vear (BGE, R0) =
At 31 December 2023 __ 8320 30,747
Stage 1
Stage 3 and 2
impairment impairment
lnsses provision
2022: KShs 000 S hs* 00
At 1 January 2022 881,147 92212
Provisions for umpairment - 19,795
Releases { 54560 {9.212)
Charge for the year {__5.456) 10,583
At 31 December 2022 875,691 19,795

2022
KShs (M

9513302
i 19,795}
780,657

10.574.204

18 800
_ B756%91)

43,100
10,617,313

9.103,633
09 460

LE13.302

Total
KShs* 00

8935 486

21,016
(9,535

12,381
(858,800}

39067

Total
EShs 000

850,359

19,705
{ 14.668)

3,127
§95486

Time deposits represent commodity Murabaha confracts (a subset of Murabaha) used as
a liqudity managenent tool. [n these contracts, a commodity 15 20ld on a deferred basis
with & mark-up, The effective profit rate on time deposits as at 31 December 2023 was

12.79% (2022 — B.48%).
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iv.

GULF AFRICAN BANK LIMITED

MNOTES T THE

TE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

DEPOSITS AND BALANCES DUE FROM BANKING INSTITUTIONS (Continued)

()  Amounis forming part of cash and cash equivalents

For purpozes of the cash flow statement, the following balances canstitute cash and cash

equivalenis,

Time deposits maturing within 3 months

Impairment losses
Current accounts

INVESTMENT SECURITIES

2013
KShs" 00

11,518,257
(30,747
_ 95440

12.485.959

022
KShs 000

4,103,833
{ 19,795)
_ 780697

3864735

These comprize of invesiments in sovereign sulcuks issued by the Central Bank of Bahrain of

KShs 313,579,000 (2022 - Nil).
FINANCING ARRANGEMENTS

(n}) Classification

M uranaha
Criminishing Musharaka

Gross financing armangements
Impairment losses (Note 17(h))

Met financing arrangements

Fepavable within:
Less than 3 months
3 months to 1 year
I to 3 vears

Cver 5 years

(b} Impairment losses on financing arrangements

Zip3:

At ] January 2022

Provizions for impairment
Keleases from matored facilities

Charge for the year
Written off during the year

At 31 December 2023

Stape 3

impairment

lossies
K Shs 0

1,651 184

446,452
{ 11,204)

435,148
{19,681}

2,106,741

2023 2022
K&hs" M EShs" ik
11,601,887 10,235 649
13 4 13,646,867
26, 66d 274 23882516
2.345.724) (_1.866.207)

24,318,550 22,016,309
6,103 844 4,984 745
1,971,347 2,120 885
&, 106 800 6,487,430

12280, 184 9,880 445

20,664,274 23882516

Stage 1
nnd 2
impairment
provision Total
K Shs “0u) EShs 000
| 74,923 1,866,207
76,970 5234273
[ 9.045) {  21.24m
67,025 S02.173
[ 21.945) {22 B5h)
138,983 2,345,724
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STMEMENTE
FORTHE YEAR ENDED 31 DECEMBER 2023

FINAMNCING ARBANGEMENTS (Contimued)
(b}  Impairment losses on financing arrangements

Stage 1
Stage 3 and 2
impairment impairment
losses provision Tatal
2023 KShs 000 KShs 000 KShs S0y
Atl Jaruary 2022 1,450,416 82343 1,541,759
Provisions for impairment 1955148 97,911 493 429
Releases from matured facilities {17,248 { 3.746) ( 20.994)
Charge for the year 378,270 94,1635 472,435
Written off during the yvear {__146.402% [ {_147.98T)
At31 December 2022 1,691,284 174,923 L866.207
(¢} Total impairment charge for the vear 2023 22
K5hs*{HH} KShs S0
Impairment charge for financing amangements 502,173 472435
Impairment charge on hnancial assets 12,381 5127
214,354 477,562
OTHER ASSETS
Hems in the course of collection 82,283 65,051
Prepayments 154,179 137,134
Eefundable deposits 25,527 28,046
Chher receivables h36,417 F60.550
895,516 120,783
Losz allowances on other assets i3 deemed immaterial and has not been included n the balances.
INVESTMENT IN SUBSIDIARY 2023 2022
[ ER T K Shs" 0100
GAB Takaful Insurance Agency Limited L1000 1000

GARB Takaful [nsurance Agency Limited is a wholly owned subsidiary of the Bank mcorporated
in Kenva to offer Bancassurance services. The subsidiary is currently dormant.

The financial statements of the subsidiary have been considered immaterial to the Bank and
therefore nol consolidated.

A summary of financial information [or the subsidiary as of 31 December 2023 and 31
December 2022 is set out as below!

2023 2022

KS5hs"000 KShs"000

Tatal Assefs 2,529 2,531
Tatal Liabilities 21,485 21,369
Met Assets (18,955} (18,838)
Loss before income tax [ 118) [ 1943

Page 70



NOTES TO THE SEFHLE-L! E FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

INTAMNGIBLE ASSETS
Capital

Computer wirk-in-
2023: software progress Total

Ishs 000 KShs (K k. Shs 000
Lokt
At T January 2023 613,848 11,888 625,736
Addiions during the year 15,076 54572 69 648
Transfers from work in progress 4,903 { 4.503) -
Disposals during the vear {_2.408) - (__2.496)
Al 3] December 2023 631.231 bl 357 02 BER
Amaortisation
At 1 January 2023 446 9461 - 446,941
Charge for the year 56522 = _SH522
At 3] Diecemnber 2033 503 483 - 503483
Carrying amount
At 31 December 2023 127,548 61557 189,405
2022
Cost
At 1 January 2022 543514 26,633 570,167
Additions dunng the year 37,111 L &,438 33,309
Transfers from work in propress i3 [33.223) -
At 31 December 2022 613,848 11.888 625,736
Amortisation
At 1 January 2022 159 263 - 385 263
Charge for the year _57.698 — _57.698
At 31 Drecember 2022 446961 - 446,061
Carrving amount
At 31 December 2022 166,887 L1888 178775

Intangible assets comprise capifalised computer software costs which are amortised over an
estimated useful life of five years.

Capital work in progress relates to computer software licences and customisation charges for
software acquired but not yet commissioned for use
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GULF AFRICAN BANK LIMITED

NOTESTO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)
PROPERTY AND EQUIPMENT
Leasehold  Computers,
improvements & equipment, Capital
right- of- use  furniture & Motor work in

2023: lease assets fittimgs vihicles progress Total

K& hs M6 KShs™ii) KShs"000 KShs"00d KShs' 000
Cost
At 1 January 2023 828,610 T, 047 33,886 4,730 1,611,263
Additions during the year 93,571 68,344 - 14,728 176,683
Transfers from work
L0 Progress 34 5 = [ 34] =
Disposals ( 56.297) ( 39.607) (10,629 - {106,533
[De-recognition of right
of use assels [ 10,176) - - - [ 10,176)
Re-measurcment of right
of use assets (_4.433) - - - (__443%
Al 3 December 2023 51300 172,824 23.257 19414 1606804
Depreciation
Al ]l Tanuary 2023 319,614 580,006 18,629 - LI11E339
Charge for the year H9.839 B6,21 6 4,261 = 141,014
Disposals { 57.877) { 37,525) {10,629) - { 106,031)
Re-measurement of right
of usc lease assets i T74) - - = f 774
At 31 December 2023 530,802 609,487 12,261 - 1,152,550
Carrying amount
A1 31 December 2023 30507 1637 10996 19414 514284
2022:
Cost
At 1 Tanuwary 2022 004,072 670518 23,423 13,6542 1,701,955
Mdditions during the year 4 041 61,794 17,043 4,720 7,648
Transfers from work
in progress 2.207 11,635 - (13,842} o
Disposals ( 50,883) - { 6,580) - { 57463
Derccognition of lease assets ( 61,021) . - - { 61021)
Re-measurement of night
of use lease assets [_39.856) - - = {__59.B56)
At 31 December 2022 a2E 610 T44.047 33.B80 4720 1.611.263
Depreciation
At ] January 2022 630,834 SIT.145 23423 1.171,402
Charge for the year 79,600 62,951 1,786 - |44, 436
Digposals-Leagseholds [ 48.544) - [ 6530} - { 55124)
Derecognition of lease assets  ({ 26,831) - . - { 26,831
Re-messurement of nght
of use lease assels (15544 - = {115,549
At 31 December 2022 519.614 380.0%6 18,629 = L113339
Carrying amoumnt
At 3] December 2012 08,926 163,951 15,257 4720 491,924
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GULE AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

PROPERTY AND EQUIPMENT {Continued)

Included in propery and equipment as at 3 December 2023 is right-of-use lease assets of KShs
244,929 000- additions of KShs 63,530,000 in 2023 (2022 — KShs 246,668,000, additions —
Wil) which relates to leases of the Bank's branches and office premises. The associated
depreciation on the right-of-use asseis in 2023 iz KShs 56,890,000 {2022 — KShs 61,506,000)
as indicated under Mole 3.

Ineluded in property and equipment as at 31 December 2023 are assets with gross value of KShs
1L 114,132,000 (2022 — KShs | 159 465,000) which are fully depreciated but still in use. The
notional depreciation charge on these assets would have been KShs 238,147,000 (2022 - KShs
239 009,00,

Capital work- in- progress mainly relates to business-premises security installations and other
projects on-poing as at the end of the year.

There were no capitalised borrowing costs relzsted to the scquisition of property and equipment
during the year (2022 - Nil).

DEFERRED TAX ASSET

The Deferred tax asset ot 31 December 20273 and 31 December 2022 is atiributable o the
fllowing:

Recognised throngh Recognised in
retained carnings profit or loss
1 Fapuary Prior vear Prior year Currént vear 31 December
2023: 2023 adjustment adjustment adjustment 2023
KShs'000  KShs'0  KShs*000 KShs* 000 KShs 0K
Asset:
Property and equipment 56,823 - (12,5400 1,163 45 444
Provisions 419,558 - - 194,308 614,166
Leases _14.729 T = 3 I _17.928
491410 p—it] (12,540) 198,670 677540
Recognised through Recognised in
retained earnings profit or logs
1 January Prior year Prior year Current vear 31 December
2022 2031 adjustment  adjustment  adjustment 2022
bshs 040 EShs (0 KShs 0 K Shs 000 KShs 0400
Assel:
Property and equipment 56,578 - [8.234) 5479 56,523
Provisions 598,331 - - (178,473) 419 858
Leases [ 26,054) - 52108 { 11,325) 14,729
Unrealised gains
and [osses - - {44 411 43410 -

028455 —_— (_S36) (L3690 491410
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEP
FOR THE YEAR ENDED 31 DECEMBER 2023 {CONTINUED)
DEPOSITS FROM CUSTOMERS 2023 2022
K Ehs "4 KShs 000
Current accounts 372116 22382 293
Savings deposits 1,399,061 13111589
Time deposits B.518.606 7153322
Margin deposits 423,822 220,396
24,062,615 31,367,799
Repayahble:
On demand 25,544 009 24214477
Within 3 months or less 4410967 3,644,393
Afier 3 months 4.107.619 3508429
34061615 31,367 799
OTHER LIABILITIES
Lease liabilities 104,650 205 764
Crutstending bankers® cheques 34 0m 30 243
Welfare and chartable fund (Moie 25) = 473
Accruals 361,274 293,156
Crlher® 37,438 137,837

—b8TA80 166873

Inciuded in other liabilities as at 31 December 2023 iz lease liabilines of KShs 304 639 000
2022 — KShs 295,764,000} as indicated under Note 30(b).

*Other liabilitics comprise mostly of Money transfier balances and Statutory deductions as at
year-end

WELFARE AND CHARITABLE FUND 2023 2022

KShs 0 KShs 00K
AL | January E73 oo%
Additions during the year {dopations) (Note 11{b}) 15,002 13319
Dionated to charitable activities (15.875) (13.444)
At 31 December — Nl —073

Transfers to welfare and charitable fund represents income deemed to be pon-Shari’ah
compliant cither because iU s from a non-Shari"ah compliant source or the underlying
transactions had been found to be in breach of Shari’ah principles. Charges for non-timely
payvment by customers are another source of translers. Transfees (o welfure and charitable fund
are channelled through Gulf African Bank Foundation, with the oversight of the Shari’ah
Supervisory Board.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

SHARE CAPITAL AND RESERVES

(a)

(b)

(c)

Share capital

MNumber Viloe
Authorised of ordinary share KShs “000
At 1 January and 31 December 2022 and 2023
Chrdinary shares of K&hs 20 each 20,000,000 200,000,000
Number of ordinary shares issued and fully paid 2023 221
At 1 January and 31 December 18,316,193 18,316,193
Value of ordinary shares issued and fully paid EShs (i KShs S0
Arl Jamuary and 31 December 366,324 366324

All ordinary shares rank equally with regard to the Bank™s residual assets. The holders of
ordinary shares are entitled to receive dividends as declared from time to fime ond are
entitled to one vote per share at meetings of the Bank.

Share preminm

These reserves arose when the shares of the Bank were issued at a price higher than the
nominal {par) valee These will be applied towards capital in fufure.

2023 012

KShs* 000 KShs “0i

At 31 December 2,282,112 2.262,112
Statutory credit risk reserve

The statutory credit risk reserve of KShs 28 430,000 (2022 — KShs 304,999 000%
represents an appropriation from refained camings o comply with Ceniral Bank of
Feenya’s Prudential Guidelines on impairment of financing assets, It represents the excess
financing arrangement provision as computed in accordance with Central Bank of
Kenya's Prudential Guidelines over the impairment arrived at in accordance with IFRS
Accounting Standard 9 (IFRS 9).

Where impairment in accordance with IFRS 9 15 equal or higher than the impainnent as
per the Prudential Guidelines of the Central Bank of Kenva, there 13 no approprigtion of
this reserve.

NOTE TO THE CASH FLOW STATEMENT 2023 2022
KShs 004 K5hs “000

Analysis of the balance of cash and cash equivalent

Cash balances (Mote 14) 868,497 1,058,729

Unrestricted balances with the Central Bank of Kenya

(Note 14) 410,530 B95 851

Deposits and balances due from banking institutions B 233 B06 .864 735
8.512,833 11819315

For purposes of the statement of cash flows, cash and cash squivalents comprize halances with
less than three months to matunty from the date of acquisition.
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)
OFF-BALANCE SHEET CONTINGENCIES AND COMMITMENTS
Contingent liabilitics 2023 2022
KShs 000 KShs 00
Cluaranices 1,395,953 1,084,531
Letters of credii 263,121 2B3108%
Bills for collection 1,082,667 793,147
Foreign exchange spot and forward contracts 1,196,221 1,665,225
4,240,962 LR LLE L
ECL provisions relating to off-balance sheet ilems i 012 18,3144

(b)

Crueeroentees are generally written by a Bank to support performance by a customer o
third parties. The Bank will only be required to meet these obligations in the event of the
customer’s default.

Letters af credy) commit the Bank to make payment to third parties, on production of
documents, which are subsequently reimbursed by customers.

Billy for collection arve undertakings by the Bank to collect money from their customers
for payment to a third party. They do not bestow any obligations to the Bank.

Foreign exchange forward congracts are arrangements to buy or sell a specified quantity
of foreign currency, usually on & specified future date or al an agreed rate on a Shari"ah
compliant basis,

Commitments 2023 1022

KShs 000 KShs “000
Undrawn commitments 281,541 578,39
Purchase of property and equipment 10,936 2079

Lindrawn commitments relate to agreements to finance a customer in future, subject to
certain conditions, and are normally for a fixed period.

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability 1o control the other party or
exercise significant influence over the other party in making financial and eperational decizions,

In the pormal course of business, a number of banking lmnsactions, such sz financing
arrangements, deposits and foreign currency transactions are entered into with related parties®
i.e key management, directors, their associstes and companies controlled by directors.

Below are details of transactions with related parties for the Bank.

(a}

Financing arrangements to companics associated with directors

As al reporting date, there were no outstanding financial arrangemeanis o directors and
companies associated with direstors (2023 — KShs Nil). Thore was no profit earned
during the year on financing arrangements granted to companies associeted with directors
(2022 —Mil)

Balances associsted with the Executive Director are reported under Key Management.

OH balance sheet financing outstanding with companies associated with directors
arnounted to KShs 3 000,040 (2022 — KShs 3,000,000,
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
F F YEAR . MBER 2023 (CONTINUED)

RELATED PARTY TRANSACTIONS (Continued)

(b}

()

(d)

(&)

)

Financing arrangements = Key Management 2023 2022

KShe* 000 KShe (i)
At | January 68,756 106,119
Advanced duning the vear 31, Ra7 45932
Repaid during the year (28.783) (_B3.295)
At 31 December T840 BR.T56

Profit eamed on financing amangements fo key management amounted to KShs
5,201,000 {2022 —KShs 7,263000)

Included in financing arrangements for key management is [nancing arcangements
relating to the Management director. Theze financing arrangements to key management
are performing and are adequately secured,

Deposits — Directors and their Associates 2023 w022
KS5hs “({ Eshs i
At 1 January 1,202,242 1,058 815
Deposits during the year 2,163,270 2,369,396
Withdrawals during the year (2.217,376) (12259
At 31 December L148,1360 La202,242
Profit expense paid to directors and their
azsociates during the year 18236 My
Deposits - key management
At 1 January 68 35,838
Deposzits during the vear 8la, 286 I1E.691
Withdrawals during the vear (759117 (214911
At 31 December 96,787 — 39618
Profit cxpensc paid 1o stafl during (he year 1537 — 243

Key management personnel compensation

Salaries and related benefits 205,456 __ 168,560

Key Management Personnel represent Senior Management Team (SMT). Related
benefits include Performance bonuses and Gratuity payiments

All outstanding balances with key management personnel are performing. No stage 2 or
stage 3 imprirment losses bave been recorded against balances oulstanding during the
periad with key management personnel, and no specific allowanes has been made for
impairment losses on balences with key management persomnel and their immediate
relatives at the reporting date,

Directors’ remuoneration 2023 il | g

ECS b "M RS lhe 0o
Fees for services as directors 48039 37,350
Other remuneration® fROo] 22 R35

®ther remuneration includer salaries for Executive Direciors
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEARENDED 31 DECEMBER 2033 (CONTINUED)

LEASES

The Bank leases a number of premises for head office and the branches. The leases typically
i for an initlal peciod of between five and ten years with an option to renew the lease af the
expiry of the lease,

The Bank recognises a right-of-use sssed and a lease liability at the lease commencement date.
The right-of-use asset 15 inifially measured at cost, which comprises the initial amount of the
leage fiability adjusted for any lease payments made at or before the commencement date, plus
any imitial direct costs incurred and an estimate of costs to dismantle and remove any
improvements made to branches or office premises.

The nght-of-use asset 18 subsequently depreciated using the straight-line method from the
commencement date to the end of the lease tenm.

The lease liahility is initially messured at the present value of the lease payments that are not
paid al the commencement date, discounted nsmg the profit rate imphctt in the lease or, 1if that
rate cannot be readily determined, the Group's incremental borrowing rate, The Bank las
discounted lease payments using meremental borrowing rate of 1336,

Information about leases for which the Bank is a lesser is presented below.

(a)

(b)

Right-of-use assets

Right-of-use assets relate to leased head office and branch office premises that are
presented within property and equipment under Note 21:

2023 2022

K5hs*ii KShs* i

Balance at 1 January 246 608 IBGATS
Additions (recognilion) 63,530 -
Drepreciation charge for the year [ 56,889 [ 61,306)
De-recognition { 3,947 [ 34,190
Ee-measurement (Mote 21) [ 4.4%3) 55,689
A1 3 December 244,929 246,668

L.ease liabilities

Included in other liabilities (Note 24) are legse liabilities amounting to KShs 304,689,000
(2022 — KShs 295,764,000),

Lease liabilities movement 023 022
ES hest (Ml KShs 000
Balance at 1 January 395,764 373523
Profit expense 37,511 45280
Lease payments { 83,151) { B7,606)
MNew lease 63,530 -
F.e-measurament { 300 [0, 145
De-recognition of terminated lesses {53035} _33.378)
At31 December 114,689 295,764
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GULF AFRICAN BANK LIMITED

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

LEASES (Continued)

(c) Amoant recognised in profit or loss 2023 2032
KShs" (0 S s 0000
Finance cost on lesse liabilities (Note S(b]) 37,511 45 250
Expenses relating to low value assets and
other related expenses 38,312 47357
At 31 December 15,823 92637
(4}  Amount recognised in the statement of cash flows
Total cash owflow for leases 43,640 42,327

SHARE-BASED PAYMENTS ARRANGEMENTS

Omn 18 September 2012, the Bank established an Employvee Share Ownership Plan (ESOP) for
the purpose of facilitating employess to participate in the growth of the Bank, attracting and
retaining skilled staff and to reward and recogmse emplovees for their contribution to the Bank.
The plan became operational in the second quarter of 2014,

The Bank's Emplovee Share Ownership Plan (ESOP) is established as a trust. Employees are
entitled to purchase units in the ESOP Trust at a price determined by the Board of Directors
having regard to the value of a share on the book value of shares as determined by the audited
or unsudited published financial statements of the previous quarter. Each unit represents an
ordinary share in the Bank.

All permanent employees of the Bank aged 19 years and above are eligible (o participate in the
Empleyee Share Ownership Plan. The employees are given an option to buy a fixed number of
Units, a1 the end of each gquarer equivalent to 10% of their previous quaner’s salary,
Additionally, where an employee’s annual performance rating is within the top 5% of all staff
in the Bemk, they are awarded options to purchase additional Units. Units are made available
for purchiase at the end of every quarter. Each unit is pranted on a conditional basis and vests
after 3 years. At the vesting date, employees must sell the units back to the Trust.

Employees may redeem their units after each third anniversary of the date of grant of the Units
through sale of units. If an employee ceases 1o be an employee of the Bank before the agreed
Vesting date, the Trusiees shall purchase the units at the price at which they were offered. Any
aptions that have not been exercised prior to ceasing employment lapse. Where the reason for
cessation of employment is due to death or bankmuptey, the redemption amount is paid to the
employee’s dependents or personal representatives or any other person entitled ander the law,

Movement in the number of units held for the employees under the Employee Share Ownership
Plan is as follows:

2023 20212
Weighted Weighted
average average
Exercise CXCICIsSE
Mumber price - Number price -
of shares KShs of shares KShs
Oitstanding at 1 Jannary 394,764 35,82 304 707 ZOR.TR
Exercised { 34,704) . ( 13) .
Redemption during the year 135 - - =
Outstanding at 31 December A10,105 —— 424,764 ———
Exercisable at 31 December a1l 105 e ® 394,764 -l
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FOR THE YEAR ENDED 31 DECEMBER 2023 (CONTINUED)

SHARE-BASED PAYMENTS ARRANGEMENTS {Continued)

The shares outstanding at 31 December 2023 had an exercise pnce of KShs 385,90 (2022 -
KShs 329.10).

The share price is determined as the book value of the Bank's share at the date the option is
exercised. The book value 15 determined in each quarter of every year, Management has
determined that the book value estimates the fair value of the options. The gams on redemplion
of units has beén accounted for in the profit and loss account,
PROPOSED DIVIDEND AND DIVIDEND PER SHARE

A dividend in respact of the year ended 31 December 2023 of KShs 12.0 per share {2022 —
Mil), amounting to a total of KShs 219,794,000 (2022 - Nil) is proposed.

ASSFTS PLEDGED AS SECURITY

Asat 3] December 2023, there were no assets held as len with commercial banks (2022 — Mil).
As at the same date, the Bank was holding Treasury bonds amounting to EShs 616,700,000
(2022 — K5hs 51,350,0040) as lien from other commercial banks and customiers.

EVENTS AFTER THE REFORTING PERIOD

The Drirectors are not aware of events after the reporting date that require disclosure or
adjustment Lo these financial statements as at the date of this report.
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GULF AFRICAN BANK LIMITED

APPENDIX 10 THE FINANCIAL STATEMENTS
FOETHE YEAR EMBER 2023 AUDMTED)

Lakah information

The Bank informs the shareholders of their obligation to pay Zakah. Zakah has not heen recognised in
the statement of profit or loss and other comprehensive income as an expense.

The total Zakah payable by the shareholders for 2023 has been determined by the Shari'sh Supervisory
Board as KShs 8.95 (2022 — KShs 7.54) per share, Under FAS 9, Zakah payable for the year ended
2023 was calculated at 2.577% (2022 — 2.577%) of the Zakah bage of KShs 6,364 036,000 {2022 -
KShs 5,356,100,000) which was determined on the Net Invested Funds method,
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