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ADCB Securities L.L.C.

Directors’ report

On behalf of the Board of Directors, [ am pleased to present the audited financial statements of ADCB
Securities L.L.C. (the “Company”) for the year ended December 31, 2021.

Principal activities and nature of business

The principal activities of the Company include providing brokerage services pertaining to financial
instruments and commodities & margin trading activity.

Financial results

The Company reported brokerage commission income for the year 2021 amounting to AED 13,242
thousand (2020: AED 7,635 thousand) an increase of 73%,.

Lending against margin trading increased from AED 259,111 thousand as at December 31, 2020 to AED
285,784 thousand as at December 3 1,2021 reflecting a increase of 10%. The net interest income decreased
by 13% from AED 12,223 thousand in 2020 to AED 10,674 thousand in 2021, due to lower average
outstanding margin of clients and lower interest rates during the year.

Total income increased by 20% from AED 19,881 thousand in 2020 to AED 23,916 thousand in 2021,

Total expenses of AED 16,869 thousand for 2021 reflect a decrease of 8% over AED 18,237 thousand in
2020.

Net profit for the year was AED 7,047 thousand as compared to AED 1,644 thousand in 2020 reflecting a
increase of 329% over 2020 due to increase in commission revenue and lower operating expenses.

Total equity at the end of 2021 was AED 157,928 thousand (December 31, 2020: AED 149,131 thousand).

Directors
The directors who served du ring the year are:

Mr. Arup Mukhopadhyay Chairman

Mr. Kevin Taylor Vice Chairman
Mr. Ali Ahmed Ghulam Darwish Al Baloushi Director

Mr. Al Sadig Muatasam Abdul Rahman Al Magboul Director

Mr. Nabil F. A. Juma Director

Mr. Ahmad Maher Al Hakim Director

Mr. Paul Keating (till May 31, 202 1) Director

On behalf of the Board of Directors

DocuSigned by:

Hrup Makdoga Jly

02E93E3BC14B429

Arup Mukhopadhyay
Chairman
Abu Dhabi
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF ADCB SECURITIES L.L.C.

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of ADCB Securities L.L.C. (the “Company”), which comprise the

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at 31 December 2021 and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRSs").

Basis for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (“ISAs”). Our responsibilities under
those standards are further described in the Auditor’s responsibilities Jor the Audit of the Financial Statements section
of our report. We are independent of the Company in accordance with the International Code of Ethics for
Professional Accountants (including international independence standards) (the “IESBA Code”) together with the
ethical requirements that are relevant to our audit of the financial statements in the United Arab Emirates, 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 Board of Directors and management are responsible for the other information. The other information comprises
the Board of Directors’ report but does not include the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and we do not express an audit opinion or
any form of assurance conclusion thereon.

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 matenially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.

When we read the Board of Directors’ report of the Company, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to the Board of Directors.

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.

A member fitm ol Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF ADCB SECURITIES L.L.C. continued

Report on the Audit of the Financial Statements continued

Auditor s responsibilities Jor the audit of the financial statements
Our objective is to obtain reasonable assurance about whether the financial statements as a whole are free from

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

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or

sufficient and appropriate to providc a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud s higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control,

5 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 Company’s internal control.

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

. Conclude on the appropriateness of management’s use of the going concem 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 Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the financial statements or, if such disclosures are 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 causc the Company to cease to continue as a going concern.

. Evaluate 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 a manner that
achieves fair presentation,

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

Report on Other Legal and Regulatory matters

Further, as required by the UAE Federal Law No. (2) of 2015 (as amended), we report that for the year ended 3]
December 2021:

i) we have obtained all the information and explanations we considered hecessary for the purposes of our
audit;

1) the financial statements have been prepared and comply, in all material respects, with the applicable
provisions of the UAE Federal Law No. (2) of 2015 (as amended) and the Articles of Assaciation of the
Company;

A member lem of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF ADCB SECURITIES L.L.C. continued

Report on Other Legal and Regulatory matters continued

i) the Company has maintained proper books of account:

iv) the financial information included in the Directors' report is consistent with the books of accouunt and records
of the Company:

v) note 6 to the financial statements discloses purchase and sale of investment in shares during the financial

year ended 31 December 2021:

vi) note 17 to the financial statements reflects material related party transactions and the terms under which
they were conducted:

vii) based on the information that has been made available to us, nothing has come to our attention which causes
us to believe that the Company has contravened. during the financial year ended 3] December 2021. any of
the applicable provisions of the UAE Federal Law No. (2) of 2015 (as amended) or of its Articles of
Association which would have a material impact on its activities or its financial position as at 31 Deceinber
2021: and

vili) there is no social contribution made by the Company during the year.

Further. as required by the Resolution of the Chaiman of the Abu Dhabi Accountability Authority No. (1) of 2017

complied. in all material respects, with any of the provisions of the following laws. regulations and circulars as
applicable. which would materially affect its activities or the financial statements as at 31 December 202

®  Law of establishment: and
®  relevant provisions of the applicable laws, resolutions and circulars organising the Company's operations.

\// )/ /'.‘.L(r:ﬂ(li /

Signed by

Joseph Alexander Murphy
Partner

Emst & Young
Registration No 492

7 March 2022
Abu Dhabi



ADCB Securities L.L.C.

Statement of financial position
As at December 31, 2021

2021 2020

Notes AED’000 AED'000
ASSETS
Non-current assets
Property and equipment, net 5 1,076 375
Investment security 6 2,602 852
Total non-current assets 3,678 1,227
Current assets
Trade and other receivables 7 21,884 23,622
Margin trade receivables 8 285,784 259,111
Cash and bank balances 9 9,967 9,630
Total current assets 317,635 292,363
Total assets 321,313 293,590
EQUITY AND LIABILITIES
Equity
Share capital 10 71,000 71,000
Legal reserve 11 11,565 10,860
Revaluation reserve of investment designated at FVTOC] 1,738 (12)
Retained earnings 73,625 67,283
Total equity 157,928 149,131
Liabilities
Non-current liabilities
Long term borrowing 12 100,000 100,000
Provision for employees’ end of service benefit 13 3,740 3,497
Total non-current liabilities 103,740 103,497
Current liabilities
Trade and other payables 14 24,907 26,392
Due to Parent Company 17 876 3.847
Bank overdraft 9 33,862 10,723
Total current liabilities 59,645 40,962
Total liabilities 163,385 144,459
Total equity and liabilities 321,313 293,590

DocuSigned by: %F_SHH.Q by: . DocuSigned by:
d tw E-- 2 | ._ . ___J E
mEBBCNBﬁ‘QP a.I1 530#??53:9?"335 9720F6148E7B414

Arup Mukhopadhyay Hassan Salem Al Hossani Deepak Khullar
Chairman General Manager Group Chief Financial Officer

The accompanying notes 1 to 22 are an integral part of these financial statements.



ADCB Securities L.L.C.

Statement of profit or loss and other comprehensive income
For the year ended December 31,2021

Notes
Income
Brokerage commission

Interest income 15
Interest expense 16

Net interest income

Other income

Expenses

Staff expenses

Depreciation 5
Other operating expenses

Profit for the year
Other comprehensive income

Item that may not be re-classified subsequently
to profit or loss

Fair value changes of equity instrument designated at FVTOC] 6

Total comprehensive income for the year

2021 2020
AED’000 AED'000
13,242 7,635
12,364 18,455
(1,690) (6,232)
10,674 12,223

- 23

23,916 19,881
(13,165) (13,595)
(376) (465)
(3,328) (4,177)
(16,869) (18,237)
7,047 1,644
1,750 13
8,797 1,657

The accompanying notes 1 to 22 are an integral part of these financial statements.



ADCB Securities L.L.C.

Statement of changes in equity
For the year ended December 31,2021

Revaluation
reserve of
investment
Share Legal  designated Retained Total
capital reserve at FVTocCH earnings equity
Notes AED'000 AED’000 AED'000 AED'000 AED'000
Balance as at January 1, 2021 71,000 10,860 (12) 67,283 149,131
Profit for the year - - - 7,047 7,047
Fair value changes of equity instrument designated at FVTOCI 6 - - 1,750 - 1,750
Total comprehensive income for the year - - 1,750 7,047 8,797
Transfer to legal reserve 11 - 705 . (705)
Balance as at December 31,2021 71,000 11,565 1,738 73,625 157,928
Balance at January 1, 2020 71,000 10,695 (25) 65,804 147,474
Profit for the year . - - 1,644 1,644
Fair value changes of equity instrument designated at FVTOCI 6 - - 13 - 13
Total comprehensive income for the year - - 13 1,644 1,657
Transfer to legal reserve 11 - 165 - (165) -
Balance as at December 31,2020 71,000 10,860 (12) 67,283 149,131

The accompanying notes 1 to 22 are an integral part of these financial statements,



ADCB Securities L.L.C.

Statement of cash flows
For the year ended December 31,2021

Notes
Operating activities
Profit for the year

Adjustment for:
Depreciation on property and equipment 5
Employees’ end of service benefit charge 13

Movements in working capital
Decrease/(increase) in trade and other receivables
(Increase)/decrease in margin trade receivables

Net movement in due to Parent Company *

(Decrease)/increase in trade and other payables

Payment of end of service benefits 13

Net cash (used in)/from operating activities

Investment activity
Purchase of property and equipment

Net cash used in investing activity

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 9

*Non-cash transactions
Transfer of employees’ end of service benefit 13
Transfer of investment securities 6

2021 2020
AED’000 AED'000
7,047 1,644
376 465
367 348
7,790 2,457
1,738 (3,454)
(26,673) 205,674
(3,050) (41)
(1,485) 5,020
(45) -
(21,725) 209,656
(1,077) -
(1,077) .
(22,802) 209,656
(1,093) (210,749)
(23,895) (1,093)

(79) (714)

. (435)

The accompanying notes 1 to 22 are an integral part of these financial statements.



ADCB Securities L.L.C.

Notes to the financial statements
December 31, 2021

1 Activities and area of operations

ADCB Securities L.L.C. (the “Company”) is a limited liability company incorporated in the Emirate of Aby
Dhabi, United Arab Emirates (U.AEE). The Company was established on February 7, 2005 and
commenced its operations on May 14, 2005 and is a wholly owned subsidiary of Abu Dhabi Commercial
Bank (the “Parent Company”), a public joint stock company incorporated and registered in the UALE,
The registered head office of the Company is at Abu Dhabi Commercial Bank Head Office Building 2,
Sheikh Zayed Bin Sultan Street, P.0. Box 939, Abu Dhabi, U.A.E.

The Company is registered as a brokerage company in accordance with U.A.E. Federal Law No. 4 of 2000.

The principal activities of the Company are to provide brokerage services pertaining to financial
instruments and margin trading activity.

The Company conducts a significant portion of its business through its Parent Company and customers
who are holding current accounts with ADCB.

2 Application of new and revised International Financial Reporting Standards (IFRSs)

During the current year, the Company has applied the amendments to IFRS 9, IFRS 7, IFRS 4, and IFRS
16 along with amendments with respect to Interest Rate Benchmark Reforms - Phase 2 (IBOR reform
Phase 2) issued by the International Accounting Standards Board (“IASB”) thatare mandatorily effective
for an accounting period that begins on or after January 1, 2021. The application of these amendments
to IFRSs has not had any material impact on the amounts reported for the current and prior periods but
may affect the accounting for the Company’s future transactions or arrangements,

Other than the above, there are no other significant IFRSs and amendments that were effective for the
first time for the financial year beginning on or after January 1, 2021.

Standards and Interpretations in issue but not yet effective

Effective for annual
New standards and significant amendments to standards applicable periods beginning
to the Company: on or after
Amendments to IAS 16 ‘Property, Plant and Equipment’ regarding proceeds January 1, 2022
from selling items produced while bringing an asset into the location and
condition necessary for it to be capable of operating in the manner intended
by management.
Amendments to IAS 37 ‘Provisions, Contingent Liabilities and Contingent January 1, 2022
Assets’ amending the standard regarding costs a company should include
as the cost of fulfilling a contract when assessing whether a contract is
onerous.
Annual improvements to IFRS Standards 2018-2020. January 1, 2022
Amendments to IAS 1 'Presentation of Financial Statements’ to address the January 1, 2023

classification of liabilities as current or non-current providing a more
general approach based on the contractual arrangements in place at the
reporting date.



ADCB Securities L.L.C.

Notes to the financial statements
December 31, 2021

2 Application of new and revised International Financial Reporting Standar-ds (IFRSs)

(continued)

Standards and Interpretations in issue but not yet effective (continued)

New standards and significant amendments to standards applicable
to the Company:

Effective for annual
periods beginning
on or after

Extension of the Temporary Exemption from Applying IFRS 9
(Amendments to IFRS 4). The amendment changes the fixed expiry date for
the temporary exemption in IFRS 4 ‘Insurance Contracts’ from applying
IFRS 9 ‘Financial Instruments’ so that entities would be required to apply
IFRS 9 for annual periods beginning on or after January 1, 2023.

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice
Statement 2) which require that an entity disclose its material accounting
policies, instead of its significant accounting policies. Further amendments
explain how an entity can identify a material accounting policy.

The IASB issued 'Deferred Tax related to Assets and Liabilities arising from
a Single Transaction (Amendments to IAS 12)" that clarify how companies
account for deferred tax on transactions such as leases and
decommissioning obligations.

Disclosure of Accounting Policies (Amendments to 1AS 1 and IFRS Practice
Statement 2) which require that an entity disclose its material accounting
policies, instead of its significant accounting policies. Further amendments
explain how an entity can identify a material accounting policy.

The IASB issued 'Deferred Tax related to Assets and Liabilities arising from
a Single Transaction (Amendments to IAS 12)' that clarify how companies
account for deferred tax on transactions such as leases and
decommissioning obligations.

The amendments replace the definition of Accounting Estimates
(Amendments to 1AS 8) - The amendments replace the definition of a
change in accounting estimates with a definition of accounting estimates.
Under the new definition, accounting estimates are “monetary amounts in
financial statements that are subject to measurement uncertainty”, Entities

January 1, 2023

January 1, 2023

January 1, 2023

January 1, 2023

January 1, 2023

January 1, 2023

The Company has not early adopted any new and revised IFRSs that have been issued but are not yet
effective. Management anticipates that these IFRSs and amendments will be adopted in the injtial period



ADCB Securities L.L.C.

Notes to the financial statements
December 31, 2021

3 Summary of significant accounting policies
3.1 Basis of preparation

The financial statements have been prepared on a going concern basis and in accordance with
International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards
Board (IASB), and applicable provisions of the UAE Federal Law No. (2) of 2015 (as amended).

IFRSs comprise accounting standards issued by the IASB as well as Interpretations issued by the
International Financial Reporting Interpretations Committee (IFRIC).

3.2 Measurement

The financial statements have been prepared under the historical cost convention except for investment
designated at FVTOCI.

3.3 Functional and presentation currency

The financial statements are prepared and presented in United Arab Emirates Dirhams (AED), which is
the Company’s functional and presentation currency. Except as indicated, financial information
presented in AED has been rounded to the nearest thousand.

3.4 Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of the accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates,

estimates are recognised in the period in which the estimate is revised and in any future periods
affected.

Information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amounts recognised in the financial
Statements are described in Note 4.

3.5 Foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing on the dates of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated into the functional currency at the rate of exchange prevailing at the reporting

3.6 Financial assets

All financial assets are recognised and derecognised on settlement date basis (other than derivative contracts
which are recognised and derecognised on trade date basis) where the purchase or sale of a financial asset
is under a contract whose terms require delivery of the financial asset within the timeframe established by
the market concerned, and are initially measured at fair value, plus transaction costs, except for those
financial assets classified as at FVTPL. Settlement date is the date that the Company physically receives or
transfers the assets. Transaction costs directly attributable to the acquisition of financial assets classified as
at FVTPL are recognised immediately in profit or loss.



‘f\DCB Securities L.L.C.

Notes to the financial statements
December 31, 2021

3 Summary of significant accounting policies (continued)
3.6 Financial assets (continued)

All recognised financial assets that are within the scope of IFRS 9 are required to be subse quently measured

at amortised cost or fair value on the basis of the entity’s business model for managing the financial assets
and the contractual cash flow characteristics of the financial assets. Specifically:

(i)  debt instruments that are held within a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely payments of principal and interest on

(ii) debtinstruments that are held within a business model whose objective is both to collect the contractual
cash flows and to sell the debt instruments, and that have contractual cash flows that are SPPI, are
subsequently measured at fair value through other comprehensive income (FVTOCI);

(i) all other debt instruments (e.g. debt instruments managed on a fair value basis, or held for sale) and

basis:

* the Company may irrevocably elect to present subsequent changes in fair valye of an equity
investment that is neither held for trading nor contingent consideration recognised by an acquirer
in a business combination to which IFRS 3 applies, in other comprehensive income (OCI) with
dividend income recognised in profit or loss; and

* the Company may irrevocably designate a debt instrument that meets the amortised cost or FVTO(C]
criteria as measured at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch (referred to as the fair value option).

The Company elected for an irrevocable designation for measuring changes in fair value of an equity
investment through other comprehensive income,

Impairment

is recognised on equity investments,
ECLs are required to be measured through a loss allowance at an amount equal to:

* 12-month ECL that result from those default events on the financial instrument that are possible within
12 months after the reporting date, (referred to as Stage 1); or
® fulllifetime ECL that result from all possible default events over the life of the financial instrument,

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that financial
instrument has increased significantly since initial recognition. For all other financial instruments, ECLs are
measured at an amount equal to the 12-month ECL.

ECLs are a probability-weighted estimate of the present value of credit losses. These are measured as the
present value of the difference between the cash flows due to the Company under the contract and the cash
flows that the Company expects to receive arising from the weighting of multiple future economic scenarios,
discounted at the asset’s EIR,



ADCB Securities L.L.C.
Notes to the financial statements
December 31, 2021

3 Summary of significant accounting policies (continued)
3.6  Financial assets (continued)
Definition of default

Critical to the determination of ECL is the definition of default. The definition of default is used in measuring
the amount of ECL and in the determination of whether the loss allowance is based on 12- month or lifetime
ECL, as default is a component of the probability of default (PD) which affects both the measurement of ECLs
and the identification of a significant increase in credit risk.

The Company considers the following as constituting an event of default:

®* the borrower is past due more than 90 days on any material credit obligation to the Co mpany; or
® the borrower is unlikely to pay its credit obligations to the Company in full.

Write-offs

Financial assets are written off when there is no reasonable expectation of recovery, such as a debtor failing
to engage in a repayment plan with the Company. Where loans or receivables have been written off, the
Company continues to engage in enforcement activity to attempt to recover the receivable due. Where
recoveries are made, these are recognised in profit or loss.

3.7 Financial liabilities and equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

A financial instrument is classified as equity if, and only if, both conditions (a) and (b) below are met.

(a) The instrument includes no contractual obligation:
® todeliver cash or another financial asset to another entity; or
* toexchange financial assets or financial liabilities with another entity under conditions that
are potentially unfavourable to the Company.

(b) If the instrument will or may be settled in the Company’s own equity instruments, it js:
* @ non-derivative that includes no contractual obligation for the Company to deliver a
variable number of its own equity instruments; or
® aderivative that will be settled only by the Company exchanging a fixed amount of cash or
another financial asset for a fixed number of its own equity instruments,

Debt issued and other borrowed funds
Financial instruments issued by the Company are classified as liabilities, where the substance of the

contractual arrangement results in the Company having an obligation either to deliver cash or another
financial asset to the holder, or to satisfy the obligation other than by the exchange of a fixed amount of



ADCB Securities L.L.C.

Notes to the financial statements
December 31, 2021

3 Summary of significant accounting policies (continued)
3.7 Financial liabilities and equity (continued)
Debt issued and other borrowed funds (continued)

After initial measurement, debt issued and other borrowings are subsequently measured at amortised
cost using the effective interest rate. Amortised cost is calculated by taking into account any discount or
premium on the issue and costs that are an integral part of the effective interest rate.

Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs. Other financial
liabilities are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis.

38 Derecognition of financial assets and financial liabilities

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognised when:

(a) the rights to receive cash flows from the asset have expired; or

(b) the Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement: and either-

the Company has transferred substantially all the risks and rewards of the asset, or
= the Company has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

When the Company has neither transferred its rights to receive cash flows from an asset nor has entered
into a pass-through arrangement, and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of the
Company’s continuing involvement in the asset. In that case, the Company also recognises an associated
liability. The transferred asset and the associated liability are measured on a basis that reflects the rights
and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Company could be required to repay.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or extinguishment is treated as a derecognition of the original liability and the recognition of
a new liability.

The difference between the carrying value of the original financial liability and the consideration paid is
recognised in income statement.



ADCB Securities L.L.C.
Notes to the financial statements
December 31, 2021

e e

3 Summary of significant accounting policies (continued)

3.9  Offsetting of financials assets and liabilities

Financial assets and liabilities are offset and reported net in the statement of financial position only
when there is a legally enforceable right to set off the recognised amounts and when the Company

activity.

The Company is party to a number of arrangements, including master netting agreements that give it
the right to offset financial assets and financial liabilities but, where it does not intend to settle the
amounts net or simultaneously, the assets and liabilities concerned are presented on a gross basis:

3.10 Cash and cash equivalents

Cash and cash equivalents include ‘bank balances’, ‘term deposits’ with original maturi ties of less than
three months from the date of acquisition and ‘bank overdraft’ and are carried at amortised cost in the
statement of financial position.

3.11 Amortized cost measurement

3.13 Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets to
determine whether there is any indication that those assets have suffered an impairment |oss, If any

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount,
An impairment loss is recognised in the income statement,



ADCB Securities L.L.C.

Notes to the financial statements
December 31, 2021

3 Summary of significant accounting policies (continued)

3.13 Impairment of non-financial assets (continued)

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

3.14 Property and equipment

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

and treated as changes in accounting estimates.
Depreciation is charged to the income statement S0 as to write off the depreciable amount of property
and equipment over their estimated useful lives using the straight-line method. The depreciable amount

is the cost of an asset less its residual value,

Estimated useful lives are as follows:

Leasehold improvement 7to 10 years
Computer, software and office equipment 4 to 10 years
Furniture and fixtures 3to 5 years

Property and equipment is derecognised on disposal or when no future economic benefits are expected
from its use. Gain or loss arising on the disposal or retirement ofan asset is determined as the difference
between the sales proceeds and the carrying amount of the asset at that date and is recognised in the
income statement.

3.15 Capital work in progress

transferred to the appropriate property and equipment category and depreciated in accordance with
the Company’s policies.

3.16 Provision for employees’ end of service benefits

(i) Employees’ end of service benefits

(a) Defined benefit plan

benefit obligation is determined by discounting the estimated future cash outflows using interest rates
of high-quality corporate bonds that are denominated in the currency in which the benefits will be paid,
and that have terms to maturity approximating to the terms of the related pension obligation,
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3 Summary of significant accounting policies (continued)

3.16 Provision for employees’ end of service benefits (continued)
(i) Employees’ end of service benefits (continued)

(a) Defined benefit plan (continued)

Past-service costs are recognised immediately in income, unless the changes to the gratuity plan are
conditional on the employees remaining in service for a specified period of time (the vesting period). In
this case, the past-service costs are amortised on a straight-line basis over the vesting period.

Pension and national insurance contributions for the UAE are made by the Company to the Abu Dhabi
Retirement Pensions and Benefits Fund in accordance with UAE Federal Law No. 7 of 1999,

(i)  Termination benefits

without realistic possibility of withdrawal, to a formal detailed plan to either terminate employment
before the normal retirement date, or to provide termination benefits as a result of an offer made to
encourage voluntary redundancy. Termination benefits for voluntary redundancies are recognised if
the Company has made an offer of voluntary redundancy, it is probable that the offer will be accepted,
and the number of acceptances can be estimated reliably. If benefits are payable more than 12 months
after the reporting date, then they are discounted to their present value.

(iii)  Short-term employee benefits

term cash bonus or profit-sharing plans if the Company has a present legal or constructive obligation to
pay this amount as a result of pastservice provided by the employee and the obligation can be estimated
reliably.

3.17 Revenue and expense recognition

Management believes this to be the most appropriate presentation on the grounds that the Company
acts as an agent in the transaction rather than as a principal.

Finance income from margin trading is accrued on a time and proportion basis, by reference to the
principal outstanding and at the effective interest rate applicable. Interest on margin trading is accrued
from the time the margin customer execute trade.
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3.17 Revenue and €xpense recognition (continued)

Dividends on equity instruments are recognised in income statement when the Company'’s right to
receive the dividends is established.

4 Significant accounting judgments, estimates and assumptions

The reported results of the Company are sensitive to the accounting policies, assumptions and estimates
that underlie the preparation of these financial statements, IFRS requires the managem ent, in preparing
the financial statements, to select suitable accounting policies, apply them consistently and make
judgements and estimates that are reasonable and prudent. In the absence of an applicable standard or
interpretation, 1AS 8 Accounting Policies, Changes in Accounting Estimates and Errors, requires
management to develop and apply an accounting policy that results in relevant and reliable information

Directors (the “Board
below. The use of estimates, assumptions or models that differ from those adopted by the Company
would affect its reported results.

Key sources of estimation uncertainty

T+2 basis).
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5 Property and equipment, net
Computer,
software Furniture
Leasehold and office and
improvement  equipment fixtures Total
AED'000 AED’000 AED’000 AED’000
Cost
Asat January 1, 2020 6,290 9,483 2,584 18,357
Additions - 2 = -
AsatJanuary 1, 2021 6,290 9,483 2,584 18,357
Additions 855 70 152 1,077
As at December 31, 2021 7,145 9,553 2,736 19,434
Accumulated depreciation
As atJanuary 1, 2020 6,290 8,646 2,581 17,517
Charge for the year - 462 3 465
As at January 1, 2021 6,290 9,108 2,584 17,982
Charge for the year 53 313 10 376
As at December 31, 2021 6,343 9,421 2,594 18,358
Carrying amount
As at December 31, 2021 802 132 142 1,076
As at December 31, 2020 - 375 - 375
6 Investment security
2021 2020
AED’000 AED'000
Investment in equity instrument designated as at FVTOCI
Quoted :
Balance as at January 1 852 404
Transfer during the period (Note 17) - 435
Change in fair value 1,750 13
Balance as at December 31 2,602 852

The above represents investment of 916,341 shares (December 31, 2020: 916,341 shares) in Dubai
Financial Market P.J.S.C. of which 500,000 shares are transferred from a fellow subsidiary company
(Union Brokerage LLC) during the previous year.
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7 Trade and other receivables
2021 2020
AED’000 AED’'000
Trade receivables from customers 19,980 16,590
Receivables from exchanges 1,747 6,869
Other receivables 157 163
21,884 23,622

Trade receivables

The credit period for trade receivables is two days (trade date plus two working days). The Company
has an obligation to pay these amounts to the eventual recipient (markets), even if the equivalent
amounts are not collected.

The fair value of trade and other receivables approximates their carrying value.

8 Margin trade receivables

The Company has obtained the license from Securities & Commodities Authority (SCA) under
registration no. 604028 dated November 24, 2013 for margin trading, whereby the Company would
provide finance to its clients as a percentage of the market value of securities. These securities are
considered as collateral. Additional cash or securities have to be contributed by the borrower, if the
price of a stock financed on margin drops below the specified limit or otherwise the Company is allowed
to liquidate the collateral. The financing arrangements are short term and interest bearing,

2021 2020

AED'000 AED’000

Margin trade receivables 285,784 259,111
_ e

The fair value of margin trade receivables approximates their carrying value.

The fair value of securities held as collateral against margin trade receivables amounts to AED 788,448
thousand as at December 31, 2021 (December 31, 2020: AED 571,676 thousand).

9 Cash and cash equivalents
2021 2020
AED'000 AED’000
Cash 5 7
Call and current accounts 9,962 9,623
Cash and bank balances 9,967 9,630
Bank overdraft (33,862) (10,723)
Cash and cash equivalents (23,895) (1,093)

=-=-==-:=-===
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10 Share capital

Authorised

Issued a nd fully paid

2021 2020
AED'000  AED'000

Ordinary shares of AED 1,000 each 141,000 141,000

11 Legal reserve

2021
AED'0 00

71,000

2020
AED’000

71,000

In accordance with the UAE Federal Law No. (2) of 2015 [as amended] and the Company’s Articles of

Association, the Company has established a legal reserve by appropriation of 10% of

12 Long term borrowing

the annual net

The Company borrowed subordinated long term debt on May 20, 2019 from its parent company for a
period of 5 years. Interest on this loan was payable quarterly in arrears at fixed rate of 4.85% till 31
October 2020. Effective 1 November 2020, the interest rate was revised to six month Eibor plus 100
basis points p.a.. The Company has the option to repay prior to maturity date subject to SCA approval,

This debt qualifies as tier 2 Capital as per SCA Board decision No. 12/R 0f 2010 dated F

concerning criteria for capital adequacy of brokerage firms.

13 Provision for employees’ end of service benefit

Balance as at January 1

Charge for the year

Transfer out during the year (Note 17)
Payment during the year

Balance as at December 31

14 Trade and other payables

Trade payables to customers

Payable to exchanges
Other payables

2021
AED’000

3,497
367
(79)
(45)

3,740

—_—

2021
AED’000

20,327
1,350
3,230

ebruary 24,2010

2020
AED'000

3,863
348
(714)

3,497

2020
AED’000

18,026
5,398
2,968

>
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15 Interest income

2021 2020
AED’000 AED'000
Interest income - margin trading 12,364 18,452
Interest income - call deposits - 3
12,364 18,455
—_— _

16 Interest expense
2021 2020
AED'000 AED'000
Interest expense - Long term borrowing 1,573 4,394
Interest expense - Bank overdraft 117 1,838
1,690 6,232
—_ _——

17 Transactions and balances with related parties

The Company enters into transactions with the Parent Company and its related entities, directors and
senior management of the Parent Company, related entities of the directors and senior management of
the Parent Company, the Government of Abu Dhabi (“Ultimate Controlling Party”) and its related entities
and directors of the Company in the ordinary course of business at commercial interest and commission
rates.

One Hundred and Fourteen | nvestment Company LLC (100% owned subsidiary of Mubadala Investment
Company) is Parent Company of ADCB. The Government of Abu Dhabi owns 100% of Mubadala
Investment Company and so the ultimate controlling party is the Government of Abu Dhabi,
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17 Transactions and balances with related parties (continued)

Related party balances and transactions included in the stateme
of profit or loss and other comprehensive income are as follows:

nt of financial position and statement

Directors
Parent and key
Company and management
its related personnel of
entities  the Company
AED’000 AED’000
Balances :
As at December 31, 2021
Margin trade receivables 1,461 342
Bank balances with Parent Company:
Current account 1 8,270 -
Bank overdraft (33,862) -
Due to Parent Company 2 (876) -
Long term borrowing (100,000) -
Other payable - interest payable (8) -
As at December 31, 2020
Margin trade receivables 3,057 843
Bank balances with Parent Company:
Current account ! 9,587 -
Bank overdraft (10,723) -
Due to Parent Company 2 (3.847) .
Long term borrowing (100,000) -
Other payable - interest payable (5) -
Transactions:
Year ended December 31,2021
Brokerage commission 914 19
Interest income 69 44
Interest expense (1,690) -
Commission expense on bank guarantee 3 (216) -
Year ended December 31,2020
Brokerage commission 52 46
Interest income 175 38
Interest expense (6,232) -
Commission expense on bank guarantee 3 (216) -
Rent expense (480) -

! Includes AED 80 (December 31, 2020: AED 1,726 thousand) of current account balances maintained with related entity of

uitimate controlling party,

2 Net of AED 79 thousand (December 31, 2020: AED 7

14 thousand) transfer out of e

mployees end of service benefit and AED

nil (December 31, 2020: AED 435 thousand) for transfer in investment securities.
3 For bank Buarantees issued by the Parent Company refer note 19.

The Parent Company provides operational support to the Company with respect to human resources,
information technology, vendor payments and accounting services.
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17 Transactions and balances with related parties (continued)
Remuneration of key Mmanagement employees during the year are as follows:
2021 2020
AED'000 AED’000
Short term benefits 1,408 1,407
Post-employment benefits 176 176
Variable pay benefits 222 302
1,806 1,885

In addition to the above, the key management personnel were granted long term deferred compensation
of AED 85.7 thousand (2020: AED 138.5 thousand).

18 Employees’ incentive plan shares of the Parent Company

The Parent company has established Deferred Compensation Plan (the “Plan”) to recognise and retain
good performing employees. Under the Plan, the employees are granted equity shares of the Parent
company when they meet the vesting conditions at a price prevailing at the grant date. For the year, an
amount of AED nil (2020: AED 86 thousand) has been recognised as staff expense with a corresponding
increase in payable to the Parent company. As at December 31, 2021, there is no incentive plan declared
by the Parent pertaining to the employees of the Company.

19 Commitments and contingent liabilities

2021 2020
AED’000 AED'000
Bank guarantees 355,000 355,000

As per SCA regulations, a broker is required to have an enforceable bank guarantee payable to respective
stock markets. The above bank guarantees have been issued by the Parent Company.

20 Risk management

measurement, mitigation and monitoring subject to risk limits and other controls. This process of risk
management is critical to the Company’s long-term profitability and sustainability. The major categories
of risk faced by the Company are grouped into credit risks, liquidity risks, market risks and operational
risks.

The Company’s executive Mmanagement function supports the business activities of the Company by
ensuring that sufficient liquidity is maintained atall times, and by deploying liquid balances at optimum
rates, within the risk parameters set by management and the governing laws and regulations.

20.1 Creditrisk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Company, and arises principally from the Company's trade and other receivables,
margin trade receivables and bank balances. The Company has adopted a policy of only dealing with
creditworthy counterparties and with customers holding a current account with ADCB, the Parent
company, for whom the credit risk is assessed to be low. Balances with banks are assessed to have low
credit risk of default since these banks are highly regulated by the Central Bank of U.A.E.
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20 Risk management (continued)
20.1 Credit risk (continued)

The Company is exposed to credit risk on trade receivables (which are short term in nature T+2) and
margin trading receivables, however these receivables are fully backed by collateral of underlying
securities. The Company has a right to liquidate the collateral when customer reaches below the
required minimum margin.

20.2 Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its funding requirements. ADCB is the
major source of funding for the Company and liquidity risk for the Company is assessed to be low.

0-30 31-90 91-180 Over 180
days days days days Total
December 31, 2021 AED’000 AED'000  AED’000 AED'000 AED’000
Property and equipment, net - . - 1,076 1,076
Investment security - - - 2,602 2,602
Trade and other receivables 21,884 - = - 21,884
Margin trade receivables 285,784 - - - 285,784
Cash and bank balances 9,967 - - . 9,967
317,635 - - 3,678 321,313
Long term borrowing - - . 100,000 100,000

Provision for employees’ end

of service benefit - - - 3,740 3,740
Trade and other payables 24,907 - - - 24,907
Due to Parent Company 876 - - - 876
Bank overdraft 33,862 - - - 33,862
Equity - . - 157,928 157,928
59,645 - - 261,668 321,313

Liquidity gap 257,990 3 - (257,990) 3
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20 Risk management (continued)
20.2 Liquidity risk (continued)

e e e

0-30 31-90 91-180 Over 180
days days days days Total
December 31, 2020 AED’000 AED’000  AED’000 AED’'O00 AED’000
Property and equipment, net - - - 375 375
Investment security B - - 852 852
Trade and other receivables 23,622 - - - 23,622
Margin trade receivables 259,111 - - - 259,111
Cash and bank balances 9,630 - - - 9,630
292,363 - - 1,227 293,590
Long term borrowing - - - 100,000 100,000

Provision for employees’ end

of service benefit . - - 3,497 3,497
Trade and other payables 26,392 . # - 26,392
Due to the Parent Company 3,847 - - - 3,847
Bank overdraft 10,723 - - - 10,723
Equity - - - 149,131 149,131
40,962 - - 252,628 293,590
Liquidity gap 251,401 - - (251,401) -

The table below summarizes the maturity profile of the

Compan

based on contractual undiscounted repayment obligations.

y's interest bearing financial liabilities

0-30 31-90 91-180 Over 180
days days days days Total
December 31, 2021 AED’000 AED'000 AED’000 AED'000 AED'000
Bank overdraft 33,862 . - - 33,862
Long term borrowing - 360 364 102,760 103,484
33,862 360 364 102,760 137,346

December 31, 2020

Bank overdraft 10,723 - - - 10,723
Long term borrowing - 420 425 104,928 105,773
10,723 420 425 104,928 116,496

20.3 Market risk
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20 Risk management (continued)
20.3 Market risk (continued)
20.3.1 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Company is not exposed materially to currency risk as majority of the assets and
liabilities are denominated in the reporting currency AED.

20.3.2 Interest rate risk

income of the Company. The overdraft and long term borrowings carries variable rate of interest and
margin trade receivable are at fixed rate of interest.

As on December 31, 2021, 50 basis pointincrease/(decrease) in Eibor results inan increase/(decrease)
in interest expense by AED 669 thousand (2020: AED 554 thousand)

20.3.3 Equity price risk

Equity price risk arises from change in equity price of quoted Investment securities. If the equity price
at the end of year, had been 109 higher/(lower), other comprehensive income for the year ended
December 31, 2021 would increase/(decrease) by AED 260 thousand (2020: AED 85 thousand).

204 Operational risk

Company is able to manage the risks. Controls include effective segregation of duties, access,
authorisation and reconciliation procedures, staff education and assessment processes, including the
use of internal audit and taking insurance coverage to cover possible insurable operational risks.

20.5 Capital adequacy and capital management

circular (12/R) of 2010. For the purposes of calculating the capital adequacy of a brokerage firm in
accordance with the provisions of this circular "capital” shall mean the following:

1. Core capital (Tier 1): includes equity and capital contributions by the shareholders and the
revaluation reserve, after deducting losses during the running fiscal year, as well as intangible
assets.

2, Supplementary capital (Tier 2): includes subordinated debt instruments, maturity dates of which
are no less than five years.

3. Tertiary Capital (Tier 3): includes profits of trading portfolio of the brokerage firm and
subordinated debt instruments, maturity dates which are not less than two years, after deduction
of non-liquid assets.
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20 Risk management (continued)

20.5 Capital adequacy and capital management (continued)

approach to calculate the capital requirement.

2021

AED’000

Tier 1 Capital 152,051

Tier 2 Capital 101,738

Total capital 253,789
Capital requirement

Credit risk 50,498

Operational risk 4,559

Total capital requirement 55,057

_

20.6 Fair value of financial instruments

2020
AED’000

148,656
99,988

248,644
—_——

46,415
4,323

50,738
_—

Management considers that the carrying amounts of financial assets and liabilities in the financial

statements approximate their fair values,

Financial assets classified as Investment security is carried at fair value using the quoted price

(unadjusted) in active market. It is classified as Level 1 of fair value hierarchy.

Level 1 Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the

entity can access at the measurement date.

21 Coronavirus (Covid-19) outbreak and its impact

The outbreak of Novel Corona virus (Covid-19) continues to progress and evolve. Central banks across
the world have stepped in with measures to protect the stability of the global economy with a wide
range of measures from easing of interest rates, to asset purchase programs besides infusing significant
liquidity into the economy. By effectively stepping in as “buyers of last resort” and helping contain
upward pressures on the cost of credit, central banks are ensuring that households and firms continue

to have access to credit at an affordable price. To date, central banks have announced

their provision of liquidity - including through loans and asset purchases.

plans to expand

requirements Liquidity coverage ratio, Net stable funding ratio , Eligible liquid asset ratio, and

extension of AED 50 billion capital buffer for the entire banking industry till June 30, 2022.
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21 Coronavirus (Covid-19) outbreak and its impact (continued)

As aresultof these measures, the confidence in the markets have picked up which is reflected in increase
n trading volumes. Full year 2021 market trading volume was AED 878 billion compared to AED 287
billion in 2020 as such the adverse impact of Covid-19 on the Company was minimal.

22 Approval of financial statements

The financial statements were approved by the board and authorised for issue on February 23,2022,



