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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

T'he Board of Directors
Union National Bank PJISC
Abu Dhabi

United Arab Emirates

Intraduction

We have reviewed the accompanying condensed consolidated interim statement of financial position of
Union Mational Bank PISC as at 31 March 2018 and the related condensed consolidated interim
stalements of profil or loss, profil or loss and other comprehensive income, changes in equity and cash
flows for the three-month period then ended. Management is responsible for the preparation and fair
presentation of this interim financial information in accordance with 1AS 34, “Interim Financial
Reporting”, Our responsibility is 1o express a conelusion on this interim Nnancial information based on
OHF FEVIewW,

Scope of Review

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

Conclusion

Based on our review, nothing has come to owr attention that causes us to believe that the accompanying
interim lnancial information is nol prepared, in all material respects, in accordance with IAS 34, “Tnterim
Financial Reporting”.

Deloitte & Touche (M.E.)

Sigmed by:

Mohammad Khamees Al Tah
Registration Number 717

12 May 2018

Abu Dhahi

United Arab Emirates

Anls Sadek (521), Cynthia Corby (995), Georges Najem (809), Mohammad Khamees Al Tah (717}, Musa Ramah! (872}, Mutasem
Dajanl (726), Rama Padmanabha Acharya (701) and Samir Madbak {386} are registered practising auditors with the UAE Ministry of
Connomy.



UNION NATIONAL BANK — Publie Joint Stock Company

Condensed consolidated interim statement of profit or loss
for the three month period ended 31 March 2018

Interest income
Interest expense

Net interest income

Income from Islamic financing
Depositors shave of profit — Islamic financing

Net income from Istamic financing

Total interest income and net income From Islamic financing

Met fee and commission incomse

Met pain from dealing in foreign currencies and derivatives

Met investment income
Other operating income

Operating income

Staff costs

Depreciation

Other operaling expenses

Operating expenses

Operating profit before impairment charges
Impairment charge on linancial assets, net

Net profit before income tax
Income lax expense

MNet profit for the period
Attributable to:
Equity holders of the Bank

Non-controlling interests

rofit for the period

Basic and diluted earnings per share

Moles

21

Three month period ended

3 March
2018 2017
{unaudited) (unaudited)
ALD 000 AED 000
1,064,635 969,979
(428,952) (367,303)
635,083 602,674
Td,601 76,423
(31,81 (27,257)
42,772 49,166
678,455 031,840
157,308 177,523
6,716 30,398
17,190 8,782
23,514 28,226
883,183 896,769
(192,795) (171,765)
(18,240) (17,563)
(74,864) (76,146)
(285,899) (265.474)
597,284 631,295
(159,541) (168.602)
437,743 462,693
(12,151) {10,795)
425,592 451,898
421,786 449,307
3,800 2,591
425,592 451,898
AED D14 AED 0,15

The accompanying notes are an inlegral part of' the condensed consolidated interim financial information.



UNION NATIONAL BANK — Public Joint Stock Company

Condensed consolidated interim statement of profit or loss and other comprehensive
income for the three month period ended 31 March 2018

Three month period ended

31 March
2018 2017
{unandited) (unaudited)
ALED *000 AED "000
Profit for the perind 425,592 451,898
Other comprehensive income:
Iems that may be reclassificd subsequenily to profit or loss:
Movement in investment revalypation reserve for debt investments at
FVTOCE:
- {Gains)losscx during the period (40,432) 89,342
- Reelassification of gains included in profit or loss (9,715) (356)
Fair value changes on cash How hedges 3,859 2,867
Exchange difference on translation of foreign operations 3,522 23,776
Income tax relating to items that may be reclassified subsequently
to profit or loss 180 (323)
(42,586) 115,106
Ttems that will not be reelassificd subsequently to profit or loss;
Movemenl in investment revaluation reserve for equily instruments st
FVTOCI (748) -
Other comprehensive (loss)/income for the period, net of tax (43,334) 115,106
Total comprehensive income for the period 342,258 567,04
Total comprehensive income attributable to:
Equity holders of the Bank 378,399 563,700
Mon-controlling interests 3,859 3,304
Total comprehensive income for the period 382,258 67,004

The accompanying notes are an integral part of the condensed consolidated interim finaneial information,



UNION NATIONAL BANK — Public Joint Stock Company

Condensed consolidated interim statement of financial position

asat 31 Marveh 2018

ASSETS

Cash and balances with céntral banks

D from banks

I.oans and advances measured at amortised cost
Investments

Investment properties

Other assels

Properly and cguipment

Croodwill

Total assels

LIABILITIES AND EQUITY
Liahilities

Customers’ deposits

Die 1o banks

Medium lerm borrowings
Other liabilitics

Total linbilities

Equeity

Share capital

Legal and stalulory reservies
General reserve

Retained eamings

Voreign currency translation reserve
Cumulative changes in fair value
Cash Now hedge reserve

Tier T capital notes

Equity attributable to egquity holders of the Bank

Mon-controlling intercsis
Total equily

Total linbilities and equity

; -‘;- ot
A e

I"{-I-ﬁlfﬂfﬂ’ n Mabarak Al Nahayan
Chairman

ohammad Nasre Ahdeen
Chief Executive Officer

MNotes

—
=R === RN |

11
12
13

14

15

31 March
018

{unaudited)

AED 0040

6,771,243
5,453,599
69,116,272
20,243,456
2,041,574
2,329,018
JOZ,089
32,076

16,339,627

T4,788.647
21955335
T,047,133
2,293,788

87,985,354

2,751,426
2,774,315
T304
11,320,273
(812,774)
68,5610
20,112
2,000,000

18,195,856
158,417

18,354,273

116,339,627

Sanjeev-Dureja—

31 December
2017
{audited)
AED 000

9,196,456
1,745,616
71,137,305
21,066,609
2,040,269
1,951,539
204,862
1418

518,104

TR,.689.340
717,046
6,491,225
2,153,994

#8,051,603

2751 426
2,774,315
T334
12,395,984
(816,215)
100,400
16,253
2,000,000

19,296,107
170,392

19,406,499

107,518,104

and authorised for issue by the Doard of

Chicl Fingneial Offcer

The accompanying notes are an integral part of the condensed consolidated interim financial information.
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UNION NATIONAL BANK — Public Joint Stock Company

Condensed consolidated interim statement of cash flows
for the three month period ended 31 Mareh 2018

Three month period ended

Nuote 31 March
2018 2017
(unaudited) (unaudited)
AED 000 ALD 000
Mel ¢ash used in operating aclivitics (4,159,265) (2,543,428)
Met cash from investing activities 1,163,450 15,938
MNet cash from Onancing aclivities 787,780 464,158
Net decrease in cash and eash equivalents (2,208,035) (2.063,332)
Cash and cash equivalents at the beginning of the period 6,358,544 6,080,273
Cash and cash equivalents at end of the period 18 4,150,509 4,016,941

The accompanying notes are an integral part of the condensed consolidated interim financial information.



UNION NATIONAL BANK — Public Joint Stock Company

Wotes to the condensed consolidated interim financial information
for the three month period ended 31 Mareh 2018

1 Geperal information

Union National Bank - Public Joint Stock Company (the “Bank™) was incorporated in the Emirate of Abu
Dhabi on 29 November 1982 as a Public Joint Stock Company with limited liability under an Emiri
Decree and in accordance with UAE Federal Law No (2) of 2015, The Bank carries on commercial and
investment banking activities through its seventy five branches in the United Arab Emirates, a branch in
the Qatar Financial Centre (UNB - Q), the Statc ol Qatar, a branch in the State of Kuwait (UNB - K) and
a branch in the People’s Republic of China.

The registered address of the Bank is Post Box No. 3865, Abu Dhabi, United Arab Emirates.

The Governmenlt of Abu Dhabi, who holds an aggregate ol 50% of the Bank’s share capital through Abu
Dhabi Investment Council, is the ultimate controlling party of the Group.

These condensed consolidated interim financial information incorporate the financial statements of the
Bank and its subsidiarics (the “Subsidiaries™), collectively referred to as the “Group”. The main
subsidiaries of the Bank are as follows:

Proporiion
of Year Country
ownership  of of
Name of Subsidiary interest incorporation incorporation Principal activities
Union Brokerage LLC 099.6% 2002 LLALL. Brokerage  activities [or
(“UBC™) customers  lrading in  shares
and  sccurities on Dubai
Financial Market and Abu
Dhabi Sceuritics Exchange.
Al Witag Finance 89.2% 2006 LA Finance company providing
Company PrlSC Shari’a:  compliant  Islamic
(“AWIFC™) [inance products through seven
branches in the UL AE.
Union National Bank — 96.6% 1981 ligypt Commercial banking related
Fgypt (“UNB-E”), an aclivilies through forty three
Egyptian Joint Stock branches in Lgypt.
Company
Union National Bank 100% 2017 British Virgin  Special Purpose Vehicle.
(BVI) Lid. Islands



UNION NATIONAL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation

2.1 New and revised IFRSs applied with no material effect on the condensed eonsolidated
interim financial information

The [ollowing new and revised IFRSs, which became elfeetive [or annual periods beginning on or aller
I January 2018, have been adopted in these financial statements. The application of these revised IFRSs
has not had any material impact on the amounts reported for the current and prior years but may affect the
accounting for [ulure transactions o arrangements.

. Amendments o IFRS 2 Share Based Paymenl regarding classification and measurcment of share
bascd payment transactions

. Amendments (o TAS 40 Investment Properly relating (o when a transfer o or from investmend
property is made.

2.2 MNew and revised IFIRS in issue but not yet effective

The Group has nol yet applied the [ollowing new and revised IFRSs that have been issued bul are not yel
cttective:

Effcetive for
annual periods
New and revised IFRSs heginning on or affer
IFRS 16 Leases ' 1 January 2019
IFRS 16 specilies how an IFRS reporter will recognise, measure, present
and disclose leases. The standard provides a single lessee accounting
model, requiring lessees to recognise assets and liabilities for all leases
unless the lease lerm is 12 months or less or the underlying asset has a low
value. Lessors continue to classify leases as operating or finance, with
IFRS 167s approach to lessor accounting substantially unchanged [rom its
predecessor, TAS 17,
IFRIC 23 Lncertainty over fncome Tax Treatments 1 January 2019

The interpretation addresses the defermination of Laxable profil (lax loss),
tax bases, unused tax losses, unused tax credits and tax rates, when there
is uncerlainly over income lax realments under [AS 12, I specifically
considers:

whether tax treatments should be considered collectively;
assumptions for faxation authoritics' examinations;
the determination ot taxable profit (tax loss), tax bases, unused tax
losses, unused tax credits and tax rates; and
¢ ihe cffeet of changes in facts and circumstances,



UNION NATIONATL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 Mareh 20108 (continued)

2 Basis of preparation (conlinued)
2.2 New and revised IFRS in issue bul not yet effective (continued)
Effective for
annual periods
Mew and revised 1FRSs heginning on or after
Amendments Lo IAS 28 fnvestment in Associates and Joint Ventures 1 January 2019

Relating to long-term interests in associates and joint ventores. These
amendments clarify that an entity applies IFRS 9 Financial Instruments to
long-term interests in an associale or joinl venture that form parl of the net
investinent in the associatc or joint venturc but to which the equity
method is not applied.

IAS 19 Emplovee Benefils | January 2019

Employee benefit Amendments regarding plan amendments, curtailments
or selllements.

23 Statement of complinnee and consolidation

This condensed consolidated interim  [nancial information has been prepared in accordance with
International Accounting Standard 34 Interim Financial Reporting. They do not include all of the
information required for full annual financial statements, and should be read in conjunction with the
consolidated financial statements of the Group as al and lor the year cended 31 December 2017, In
addition, results for the three month period ended 31 March 2018 arc not necessarily indicative of the
resulls that may be expected for the linancial year ending 31 December 2018.

Inter-company transactions, balances and unrealised gains on transactions between the Bank and the
Subsidiarics are eliminated on consolidation, Unrealised losses are also eliminated unless the lransaction
provided evidence of impairment of the asscts transferred. The financial statements of the subsidiaries are
prepared for the same reporting period as that of the Bank, using consistent accounting policies.
Adjustments have been made to the financial statements of the Subsidiarics, where necessary, lo align
with the Bank's financial statements to ensure consistency with the policies adopted by the Bank,

Items included in this condensed consolidated interim financial information of the Group are measured in
United Arab Emirates Dirham (*AED™), rounded to the nearest thousand, which is the functional currency
of the Bank and presentation curreney of the Group.



UNION NATIONAL BANK — Public Joint Stock Company

MNotes to the condensed cousolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)
2.4 Critical accounting judgments and key sources ol estimation uncertainty

The Group makes judgements, estimates and assumptions about the earrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumplions are
bascd on historical experience and other factors that are considered to be relevant. Actual resulls may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
periad, or in the period of the revision and future periods i the revision allects bolth current and [uture
periods.

In preparing this condensed consolidated interim financial information, the significant judgments made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty
were the same as those thal applied to the consolidaled lnancial statements of the Group as al and [or the
year ended 31 December 2017, except for changes relating to IFRS 9 discussed in note 2.5 helow.

2.5 Significant accounting policics

The accounting policies, presentation and methods of computation followed by the Group in this
condensed consolidated interim financial information arc the same as those applied by the Group in its
consolidated financial statements as at and for the year ended 31 December 2017, except as required by
adoplion of [FRS 9 Financial Instruments,

2.5.1  Foreign currencies
lxchange differences are recognised in profit or loss in the period in which they arise except for:

- exchange differences on transactions entered into to hedge certain forcign currency risks (sce below
under Derivative tinancial instruments and 1ledge accounting); and

- exchange differences on monetary items receivable from or payable toa loreign operation for which
settlement is neither planned nor likely to occur in the foreseeable future (therefore forming part of
the net investment in the forcign operation), which are recognised initially in OCI and reclassilicd
from equity to profit or loss on disposal or partial disposal of the net investment.

Far the purpose of presenting consolidated financial staloments, the asscls and liabilitics ol the group’s
foreign operations are translated at exchange rates prevailing on the balance sheet date. Income and
expense ilems are ranslated al the average exchange rates [or the period, unless exchange rates Ouctuate
significantly during that period, in which case the exchange rates at the date of transactions are used.
Exchange dilferences arising, il any, are recognised in OCL and accumulated in a separate component of
cquity (attributed to NCI if appropriate).

10



UNION NATIONAL BANK — Public Joint Stock Company

MNotes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)
2.5 Significant accounting policies (continued)
2.5.2  Net interest income

Interest income and expense for all financial instruments excepl lor those classilied as held for rading or
those measured or designated as at FVTPL are recognised in *Net interest income’ as ‘Interest income’ in
the profit or loss account using the effective interest method. Interest on financial instruments measured
as at FVI'P'L is included within the fair value movement during the period, sce “Net investment income’,

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

The calculation of the FIR includes all fees and points paid or received between parties to the contract
that are incremental and directly attributable to the specific lending arrangement, transaction costs, and all
other premivms or discounts. For [inancial assets at FV'IPL transaction costs are recognised in profit or
loss at initial recognition.

The interest income/ interest expense is calculated by applying the EIR to the gross carrying amount of
non-credit impaired financial assets (i.e. at the amortised cost of the Minancial assel belore adjusting Tor
any expected credit loss allowance), or to the amortised cost of financial liabilities. For credit-impairced
tinancial assets the interest income is calculated by applying the EIR to the amortised cost of the credit-
impaired financial assets (i.e. the gross carrying amount less the allowance for expected credit losses
(ECLs). For lnancial assels originated or purchased credit-impaired (POCT) the EIR reflects the ECls in
determining the future cash flows expected to be received [rom the [nancial asset.

Interest income and expense in the Group’s interim condensed consolidated statement of profit or loss
also includes the effective portion of fair value changes of derivatives designated as hedging instruments
in cash [ow hedges ol inlerest rate risk. For fair value hedges of interest rate risk interest income and
expense, the effective portion of fair value changes of the designated derivatives as well as the fair value
changes of the designated risk of the hedged item are also included in interest income and expense.

2.5.3 Net fee and commission income

lFee and commission income and expense include fees other than those that are an integral part of EIR.
The fees included in this part of the Group’s interim condensed consolidated statement of profit or loss
include among other things [ees charged for servicing a loan, non-utilisation fees relating to loan
commitments when it is unlikely that these will result in a specific lending arrangement and loan
syndication lees.

Fee and commission expenses with regards to services arc accounted for as the services are received.

2.5.4 Net gain from dealing in foreign currencies and derivatives

Net gain from dealing in foreign currencics and derivatives includes all gains and losses arising from
forex trading and unrealized gains and losses due to changes in fair value of derivatives.



UNION NATTIONAL BANK — Public Joint Stock Company

Motes to the condenscd consolidated interim finaneial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)
2.5 Significant accounting policies (continued)
2,55 Net investment income

Met investment income include realised gains and losses arising from disposals, unrealised gains and
losses duc to changes in the [air value of investments measured at FVTPL and dividend income. Gains
and losses arising from changes in fair value of FVTOCI are recognised in the statement of other
comprchensive income. Once the FVTOCI investments are sold or realised, the cumulative gain or loss
previously recognised in other comprehensive income is reclassified to the consolidated statement of
profil or loss.

2.5.6 Dividend income

Dividend income is recognised when (he right to receive payment is cstablished. This is the ex-dividend
date lor listed equity securities, and usually the date when shareholders approve the dividend for unlisted
equity seeuritics. Dividend income is recognized in *Net investment income’.

2.5.7  Finanecial instruments

As required by Sceurities and Commodities Authority (“SCA™) notilicalion no. 2617/2008 dated
12 October 2008 and notification no. 75/2009 dated 6 January 2009, accounting policies related to
financial instruments as disclosed in the year-end financial statements is provided below.

Financial assets and financial liabilitics arc recognised when a group entity becomes a party to the
contractual provisions ol the instruments.

Financial asscls and lnancial liabilities are initially measurcd al [air value. ‘I'ransaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
linancial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilitics, as appropriale, on initial recognition.
Transaction costs directly attributable to the acquisilion of financial assets or financial liabilitics at [air
value through profit or loss are recognised immediately in profil or loss.

If' the transaction price dilfers from fair value at initial recognition, the Group will account for such
difference as follows:

- if fair value is evidenced by a quoted price in an active market [or an identical asset or liability or
based on a valuation technique that uses only data from observable markets, then the difference is
recognised in profil or loss on initial recognition (i.c. day | profil or loss);

- in all other cases, the fair value will be adjusted (o bring it in line with the transaction price (i.c. day
I profit or loss will be deferred by including it in the initial carrying amount of the asset or liahility).

After initial rccognition, the deferred gain or loss will be released to profit or loss on a rational basis,

only to the extent that it ariscs from a change in a factor (including time) that market participants would
take into account when pricing the asset or liability,

I2



UNTON NATIONAL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

2.5 Significant accounting policies (continued)

2.5.7 Financial instruments (continued)

() Financial assefs

Classification

For the purposes of classifying financial assels, an instrument is an 'equity instroment' if' il is a non-
derivative and meets the definition of 'equity’ for the issuer except for certain non-derivative puttable
instruments presented as cquily by the issuer. All other non-derivative financial assels are 'debt

instruments'.

The Group classifies financial asscts as subsequently measured at amortised cost, fair value through other
comprehensive income or fair value through profit or loss on the basis of both:

(a) the entity's business model for managing the [inancial assets; and
(b)) the contractual cash flow characteristics of the Mnancial assel.

Financial assets at amaortised cost

A financial asset measured at amortised cost are categorised under such category if both of the [ollowing
condilions are met:

() the financial assct is held within a business model whose objective is to hold financial assets in
order o collect contractual cash flows: and

(b) the contractual terms ol the financial asset give rise on specificd dates to cash Nows that are
solely payments of principal and interest on the principal amount outstanding,

Debt instruments, including loans and advances and Islamic financing and investments products, are
measured al amortised cost if both the conditions mentioned above are met.

Financial assets at fair value through other comprehensive income (FVTOCH)

At initial recognition, the Group can make an irrevocable election (on an instrument-by-instrument basis)
(o designate investments in equity instruments as at FVTOCL Designation at FVTOCI is not permitted il
the cquily investment is held for trading.

A Financial asset is held for trading if:

. it has been acquired principally for the purposc of selling it in the near term:

. on initial recognition it is part of a portfolio of identified [linancial instruments that the Group
manages together and has evidence of a recent actual pattern of short-term profit-taking; or

: it is a derivalive that is not designated and effective as a hedging instrument or a financial
guarantee.

13



UNION NATIONAL BANK — Public Joint Stock Company

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continucd)

2 Busis of preparation (continued)

2.5 Signiticant accounting policics (continued)

257 TFimancial instraments {continued)

(a) Finaneiol assels (continued)

Financial assets at fair value through other comprehensive income (FVTOCH) (continucd)

Investments in cquily instruments at FYTOCI are initially measured at fair value plus transaction costs,
Subsequently, they arc measured at fair value with gains and losses arising from changes in [air value
recognised in condensed consolidated inlerim statement of comprehensive income and accumulated in
the investments revaluation reserve. When the assel is disposed off, the cumulative gain or loss
previously accumulated in the investments revaluation rescrve is not transferred to interim condensed
consolidated statement of profit or loss, but is reclassified to retained carnings.

Dividends on these investments in equity instruments arc recognised in the interim condensed
consolidated statement of profit or loss when the Group's right to receive the dividends is established in
accordance with 1AS 18 Revenue, unless the dividends clearly represent a recovery of part of the cost of
the investiment,

Financial assets at tair value through profit or loss (FVTPL)

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortised
cost or at [air value through other comprehensive income. However, the Group may make an irrevocable
election at inilial recognition for particular investments in equity instruments that would otherwise be
measured at fair valuc through profit or loss to present subsequent changes in fair value in other
comprehensive income.

Debt instruments that do not meet the amortised cost criteria are measured at FVTPL., Tn addition, debt
instruments that meet the amortised cost criteria but are designated as al FVTIL are measured at FVTPL.
A debt instrument may be designated as at FVTPL upon initial recognition it such designation eliminates
or signilicantly reduces a measurcment or recognition inconsistency that would arise from measuring
assets or liabilitics or recognising the gains and losses on them on different basis.

Debt instruments are reclassificd from amortised cost to FVTPI, when the business madel is changed
such that the amorlised cost criteria are no longer mel. Reclassification of debt instruments that are
designated as at FVTPL on inilial recognition is not allowed. Irrevocable designation of financial assets
at FVTPL al inilial recognition is made by the Group only if by doing so it eliminates or significantly
reduces measurement or recognition inconsistency that would otherwise arise from measuring assets or
liabilitics or recognizing the gains and losses on them on different basis.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any gains
or losses arising on remeasurement recogniscd In the interim condensed consolidated statement of profit
or loss. The net gain or loss recognised in the interim condensed consolidated statement of profit or loss
is included in the 'net investment income' line item.

Dividend income on investments in cquily instruments at FVTPL is recognised in the interim condensed
consolidated statement of profit or loss when the Group's right to receive the dividends is established in
accordance with IFRS and is included in the "net investment income' line item.
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UNION NATIONAL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Buasis of preparation (continued)

25 Significant accounting policies (continued)
257 Finanecial instruments (continued)

fu) Financial assets (continuned)
Reclassifications

If the business model under which the Group holds financial assets changes, the financial assets alTected
are reclassified. The classification and measurement requirements related to the new category apply
prospeetively rom the first day of the first reporling period following the change in business mode! that
results in reclassifying the Group’s financial assets. During (he cwrent financial year and previous
accounling period there was no change in the business model under which the Group holds financial
assets and therelore no reclassifications were made. Changes in contractual cash flows are considered
under the accounting policy on Modification and derceognition of financial assets described below.

Impairment of financial assels

The Group recognizes loss allowanees for Expected Credit Losses (ECL) on the following financial
instruments that arc nol measured at FV'TPL:

- loans and advances to banks;

- loans and advances to customers;

- debl inveslment securities;

- lease reccivables;

- loan commitments issued; and

- financial puarantec contracts issued.

No impairment loss is recognised on equity investments.

With the exception of Purchased or Originated Credit-lmpaired (POCI) [inancial assets (which arc
considered separalcly), ECLs are required to be measured through a loss allowanee at an amount equal to:

- 12-month ECL, L.e. ECL that result from those delfault events on the financial instrument that are
puossible within 12 months after the reporting date, (referred to as Stage 1); or

- full lifetime ECL., i.c. lifetime ECL that result from all possible default events over the life of the
financial instrument, (referred to as Stage 2 and Stage 3).

The Group’s policy is always to measure loss allowances for lease reccivables as lifetime ECIL.
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UNION NATIONAL BANK - Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

25 Significant accounting policies (continued)
2.5.7 Financial instruments (continued)

fir) Financial assels (continued)

ITmpairmenl of financial assets (continucd)

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 Group under the contract and the cash
flows that the Group cxpects Lo receive arising from the weighting of multiple future economie scenarios,
discounted at the asset’s LIR.

- For undrawn loan commitments, the ECL is the difference belween the present value of the difference
between the contractual cash flows that are due to the Group if the holder of the commitment draws
down the loan and the cash Nows that the Group expeets to reecive il the loan is drawn down,

- For financial guarantee contracts, the FCL is the difference between the expecled payments to
reimburse the holder of the guaranteed debt instrument less any amounts that the Group expeels lo
receive [rom the holder, the debtor or any other party.

The Group primarily measures ECL on an individual basis and on a collective basis for certain portfolios
of loans Lhat share similar economic risk characteristics.

Credit-impaived financial asscts

A financial asset is ‘credil-impaired’” when one or more events that have a detrimental impact on the
catimated future cash flows of the financial asset have oceurred. Credit-impaired financial assets arc
referred to as Stage 3 assets. The Group has comprehensive policy for assessing evidence of increase in
credit risk and credit-impairment including observable data about:

(a) significant financial difficulty of the issuer or the borrower;
(b) a breach of contract, such as a default or past duc event;

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the barrower's [inancial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise
consider,

It may not he possible Lo identify a single discrete event—instead, the combined effeet of several events
may have caused financial assets lo become credit-impaired. The Group assesses whether debt
instruments that are financial assets measured al amortised cost or FVTOCI are eredit-impaired at each
reporting date. To assess il sovercign and corporate debt instruments are credit impaired, the Group
considers factors such as credit ratings and the ability of the borrower to raise tunding,



UNTON NATIONAL BANK — Public Joint Stock Company

MNotes (o the condensed consolidated interim linancial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)
2.5 Significant accounting policies (continued)
2,57 Financial instruments (continued)

{a) Financial assets (contined)

Impairment of [nancial assets (continued}

Credit-impaired financial assets (continued)

A loan is considered credit-impaired when a concession is granted to the borrower due to a deterioration
in the borrower’s financial condition, unless there is evidence that as a result of granting the concession
the risk of notl reeciving the contractual cash Mows has reduced signilicantly and there are no other
indicators of impairment. For financial assets where concessions are contemplated but not granted the
asset is deemed credit impaired when there is observable evidence ol credit-impairment including
meeting the definition of defauit. The definition of default (sce below) includes unlikeliness to pay
indicators and a backstop if amounts are overdue for 90 days or more.

Purchased or orviginated eredit-impaired (POCT) linancial assels

POCI financial asscts are trealed differently beeause the assel is eredil-impaired al initial recognilion, For
these assets, the Group recognises all changes in lifetime ECI. since initial recognition as a loss allowance
with any changes recognised in profit or loss. A Tavourable change for such assets creates an impairment
gain,

Definition of default

Critical to the determination of ECL is the delinition of delaolt. The delinition of defaull 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 (1Y) which affects both
the measurement of FCLs and the identification of a significant inercasc in credil risk

The Group considers the Tollowing as constituling an event of default:
- {he borrower is past due more than 90 days on any malerial credit obligation lo the Group; or
- the borrower is unlikely to pay its credit obligations to the Group in full.

The definition of delfault is appropriately tailored to refllect different characteristics ol different types of
assets. Overdrafts are considered as being past due once the enstomer has breached an advised limit or
has been advised of a limit smaller than the current amount outstanding.

When assessing if the borrower is unlikely to pay its credit obligation, the Group takes into account both
qualitative and quantitative indicators. The information assessed depends on (he type of the asset, [or
example in corporate lending a qualitative indicator used is the breach of covenants, which is not
relevant for retail lending, Quantitative indicators, such as overdue status and non-payment on another
obligation of the same counterparty are key inputs in this analysis. The Group uses a varicty of sources
ol information Lo assess delfwll which are either developed internally or obtained from external sources.
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UNITON NATIONAL BANK — Public Joint Stock Company

Notes to the condensed consolidated inferim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation {(eontinued)

2.5 Significant accounting policies (continued)

2.5.7 TFinancial instruments (continued)

(i) Flunanciol assets (continued)

Impairment of [nancial assets (continued)

Significant increase in credit visk

The Group monitors all financial assets, issued loan commitments and financial guarantee contracts that
are sulyject lo the impaitment requirciments lo assess whether there has been a significant increase in
credit risk since initial recognition, If there has been a significant increase in credit risk the Group will
measure the loss allowance based on lifetime rather than 12-month ECL.

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk ol a default ocewring on the financial instrument at the
reporting date bascd on the remaining maturity of the instrument with the risk ol a defaull occurring that
was anticipated for the remaining maturity at the current reporting date when the financial instrument
was first recognised. In making this assessment, the Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and [orward-looking
information that is available without undue cost or effort, based on the CGroup’s historical experience and
expert eredit assessment including forward-looking information.

For corporate lending, lorward-looking information includes the future prospects of the industries in
which the Group’s counterpartics operate, obtained [rom cconomic expert reports, Mnancial analysts,
governmental bodies, relevant think-tanks and other similar organisations, as well as consideration of
various internal and external sources of actual and forecast economic information. For retail, lending
forward looking information includes the same cconomic forceasts as corporate lending with additional
forecasts of local economic indicators, as well as internally generated information of customer payment
behaviour. The Group allocates its counterparties to a relevant internal credit risk grade depending on
their credit quality. The quantitative information is a primary indicator of significant inercase in credil
risk and is based on (he change in days past due, internal rvatings or rating downgrades inter-alia
including any significant changes in operating results or finaneial position of the borrower, guarantor and
other vperating or economic conditions adversely impact borrower’s ability to honour commitments.

The PDs used are forward looking and the Group uses the same methodologics and data used to measure
the loss allowance for ECL. Multiple economic scenarios form the basis of determining the probability
of default at initial recognition and at subsequent reporting dates. Dilferent cconomic scenarios will lead
lo a dilTferent probability of default. 1t is the weighting of these different scenarios that forms the basis of
a weighted average probability of defaull that is used lo determine whether credit risk has significantly
increased.



UNION NATIONAL BANK — Publie Joint Stock Company

Notes to the condensed consolidated interim finaneial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (eontinued)

2.5 Significant accounting policies (continued)

2.5.7 Financial instruments (continued)

fa) Financial assets (continued)

Impairment of financial assets (continued)

Significant inerease in eredit risk (continued)

The qualitative factors that indicate significant increase in credit risk are reflected in PD models on a
timely basis. However the Group still considers separately some qualitative [actors to assess if eredit risk
has increased significantly. For corporate lending there is particular focus on asscts that are inclided on a
‘watch list” given an exposure is on a watch list once there is a concern that the creditworthiness of the
specific counterparty has deteriorated. For retail lending the Group considers the expectation of
forbearance and payment holidays and events such as unemployment, bankruptey, divaree or death.,

Given that a significant increase in eredit risk since initial recognition is a relative measure, a given
change, in absolute terms, in the PD will be more significant for a [inancial instroment with a lower
initial PT) (han compared to a financial instrument with a higher PD.

As a back-stop when an asset becomes 30 days past due, the Group considers that a significant increase
in credit risk has occurred and the asset is in stage 2 of the impairment model, i.e. the loss allowance is
measured as the lifetime ECL.

Modification and derecognition of financial assets

A madification of a financial assel occurs when the contractual terms governing the cash Mows of a
[inancial asset arc renegotiated or otherwise modified between initial recognition and maturity of the
financial asset. A modification affects the amount and/or timing ol the contractual cash fows either
immediately or at a future-date. In addition, the introduction or adjustment of existing covenants of an
existing loan would constitute a modification even if these new or adjusted covenants do not vet aftoet
the cash [lows immediately bul may affect the cash flows depending on whether the covenant is or is not
met (e.g. a change to the increase in the inlerest rate that ariscs when covenants arc breached).

‘The Group rencgotiates loans to customers in financial dilficulty to maximise collection and minimise
the risk of default. A loan forbearance is granted in cases where although the borrower made all
reasonable elforts to pay under the original contractual erms, there is a high risk of default or default has
already happened and (he borrower is expected to be able to meet the revised terms, The revised terms in
most of the cases include an extension of the maturity of the loan, changes Lo the timing of the cash flows
of the loan (principal and interest repayment), reduction in the amount of cash flows due (principal and
inferest forgiveness) and amendments to covenants. The Group has an established forbearance policy
which applics [or corporate and retail lending.
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UNION NATIONAL BANK — Publie Joint Stock Company

MNotes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation {continned)

2.5 Significant accounting policies (continued)

2,57  Finaneial instruments (confinued)

fir) Financial assets (continned)

Modification and derceognition of lnancial assets (continued)

When a [inancial asset is modified the Group assesses whether this modification results in derecognition.
In accordance with the Group's policy a modilication resulls in derecognition when il gives rise lo
substantially different terms. To determine if the modified terms are substantially different from the
original contractual terms the Group considers (the [ollowing:

- Qualitative factors, such as contractual cash flows after modification are no longer SPPI, change in
curreney or change ol counterparly, the extent of change in inlerest rates, maturily, covenants. If
these do not clearly indicate a substantial modification, then;

- A quantitative assessment is performed to compare the present value of the remaining contractual
cash Mows under the original terms with the contractual cash flows under the revised terms, both
amounts discounted al the original clfeclive inlerest.

Inn the case where the linancial asset is derecognised the loss allowance for ECL is remeasured at the date
of derccognition to determine the net carrying amount of the asset al that dale. The difference between
this revised carrying amount and the fair value of the new financial asset with the new terms will lead to
a gain or loss on derccognition. The new fnancial asset will have a loss allowance measured based on
I12-month NCI, except in the rare occasions where the new loan is considered o be originated-credit
impaired, This applies only in the case where the fair value of the new loan is recognised at a significant
discount to ils revised paramount because there remains a high risk of default which has not been reduced
by the modification. The Group monitors credit risk of modified financial assets by evalvating qualitative
and quantitative information, such as if the borrower is in past due status under the new terms,

When the contractual terms of a financial asset are maditied and the modification does not result in
derecognition, the Group determines if the fnancial asset’s credit risk has increased significantly since
initial recognition by comparing;

- the PD estimated based on data at initial recognition and the original contractual terms; with

- the PD at the reporting date based on the modified terms,

For financial assets madified as part of the Group’s forbearance policy, where modification did not resull
in derecognition, the estimate of I'D reflects the Group’s ability to collect the modified cash flows taking
into account the CGroup’s previous expericnce of similar forbearance action, as well as various
behavioural indicators, including the borrower’s payment performance against the modified contractual
terms. If the credit risk remains significantly higher than what was expected al initial recognition the loss
allowance will continue to be measured at an amount equal to lifetime ECL. The loss allowance on
forborne loans will gencrally only be measured based on 12-month ECL when there is evidence of the
borrower’s improved repayment behaviour following modification leading to a reversal of the previous
significant increase in credit risk.
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UNION NATIONAL BANK — Publie Joint Stock Company

Notes to the condensed consolidated interim financial information
for the threc month period ended 31 March 2018 (continued)

2 Basis of prepavation (continued)

2.5 Significant aceounting policies (continued)

2.5.7  Financial instruments (continued)

()] Financial assets (continued)

Muodification and derecognition of financial assets (continued)

Where a modification does not lead to derecognition the Group calculates the modification gain/loss
comparing the gross carrying amount belore and after the modification (excluding the ECL allowance).
Then the Group measures ECL for the modificd asset, where the expected cash flows arising from the
modified financial asset are included in calculating the expected cash shortfalls from the original asset.

The Group derccognises a tinancial asset when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial assel and substantially all the risks and rewards of ownership ol
the assel to another parly. IT the Group neither transfors nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Group recognises its retained interest in
the assel and an associated liability [or amounts it may have o pay. 10 the Group relains substantially all
the risks and rewards of ownership of a transferred financial asset, the Group continues to reengnise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

On derccognition of a financial asset in its entircty, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss thal had been
recogiised in other comprehensive income and aceumulated in cquity is recogniscd in profit or loss.

On derecognition of a financial asset other than in its entirety (e.g. when the Group retains an option lo
repurchase part of a transferred asset), the Group allocates the previous carrying amount of the financial
asset between the part it continues to recognise under continuing involvement, and the part it no longer
recognises on the basis ol the relative [air values of those parts on the date of the transfer. The dilference
between the carrying amount allocated to the part that is no longer recognised and the sum of the
consideration received for the part no longer recognised and any cumulative gain or loss allocated to it
that had been recognised in other comprehensive income is recognised in profit or less. A cumulalive
gain or loss that had been recognised in other comprehensive income is allocated between the part that
continues to be recognised and the parl that is no longer recognised on the basis of the relative Luir values
of those paris.

Write-oll

Loans and debt securities are writlen off when the Group has no reasonable expeclations of recovering
the financial assct (cither in its entirety or a portion of it). This is the case when the Group determines
that the horrower does not have assets or sources of income that could generate sufficient cash flows to
repay the amounts subjeet o the write-ofl. A wrile-olT constitutes a derccognition event, The Group may
apply enforcement activities to financial assets written off. Recoveries resulting from the Group’s
enforcement activities will resull in impairment gains.
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UNION NATIONAL BANK — Public Joint Stock Company

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (conlinued)

2.5 Significant accounting policics (continued)

2.57 Financial instruments (continued)

(i} Financial asseis (confinued)

Presentation of allowance for ECL in the statement of financial position

Loss allowances for TCLL are presented in the statement of financial position as follows:

«  for financial assels measured at amortised cost: as a deduction from the gross carrying amount of
the asscts;

+ for debt instruments measured at FVTOCT: no loss allowance is recognised in the statement of
[inancial position as the carrying amount is at fair value. | lowever, the loss allowance is included
as part of the revaluation amount in the investments revaluation reserve;

«  for loan commitments and [inancial guarantee contracts: as a provision; and

» wheic a financial instrument includes both a drawn and an undrawn component, and the Group
cannot identify the ECL on the loan commitment component separatcly from those on the drawn
component: (he Group presents a combined loss allowance for both components. The combined
amount is presented as 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.

{h) Financial lighilities und equity instrumentys
Classification as debt or equity

Debt and cquity instruments issued by a group entity are classified as either [nancial liabilities or as
equity in accordance with the substance of the contracival arrangements and the definitions of a financial
liability and an equity instrument.

A financial liability is a contractual obligation to deliver cash or another financial asset or to exchange
Mnancial asscts or financial liabilities with another entity under conditions that are polentially
unfavourable to the Group or a contract that will or may be settled in the Group's own equity instruments
and is a non-derivative conlract for which the Group is or may bhe obliged to deliver a variable number of
its own equity instruments, or a derivative contract over own equity that will or may be seltled other than
by the exchange of a fixed amount of cash (or another [inancial asset) for a fixed number of the Group’s
own equily instruments,

Equity instrumenis

An equity instrument is any contracl that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by a group entity are recognised al the procecds
received, net of direcl issue cosls.

Repurchase of the Group’s own equity instruments is recognised and deducted directly in equity. No

gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Group’s own
cguity instruments.
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UNION NATIONAL BANK - Public Joint Stock Company

Notes fo the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

2.5 Sigaificant accounting policies (continued)

2.5.7 Financial instruments (confinued)

() Financial Habilities and equity instriments (continued)

Financial lidbilitics

Al financial liabilities arc subsequently measured al amartised cost or al FVTPLL.
Financial liahilities at FVTPL

Financial liabilities are classificd as at FVTPL when the financial liability is either held for trading or it is
designated as at FVTPL.

A financial liability is classified as held for trading il
o it has been incurred principally for the purpose of repurchasing it in the near term; or
s on initial recognition it is part of a portfolio of identificd financial instruments that the Group
manages together and has a recent actual pattern of short-term profil-taking; or
o it is a derivalive that is not designated and effective as a hedging instrument.

A financial liability other than a (inancial liability held [or trading may be designated as at FVTPL upon
initial recognition il:
o such designation eliminates or significantly reduces a measurement or recognition inconsistency
that would ptherwise arisc; or
o the financial liability forms part of a group of financial assels or financial liabilities or both,
which is manapged and its performance is evaluated on a fair value basis, in accordance with the
Group’s documented risk management or investment strategy, and information about the
grouping is provided internally on that basis; or
s il forms part of a contracl containing one or more cmbedded derivatives, and IFRS 9 Financial
Tnstruments permits the entive contract to be designated as at FVTPL.

Financial liabilities at FV'IPL are stated at fair value, wilh any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid
on the financial liability and is included in the “other gains and losses® linc item.

Financial liabilities subseqguently measured at amortised cost

Financial liabilities that arc not held-for-trading and arc not designated as al FVTPL are subsequently
measured at amortised cost using the effective interest method.

The etfective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over (he relevant period. The cffective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and poinis paid or received that [orm an
integral part of the effective interest rafe, transaction costs and other premiums or discounts) theough the
expeeted life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount
on initial recognition.
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UNTON NATIONAL BANK — Public Joint Stock Company

Notes to the condensed consolidated interim finaneial information
for the three month period ended 31 March 2018 (continued)
2 Basis of preparation (continued)
2.5 Significant accounting policies (continued)
2.5.7  Financial instruments (confinued)
(b) Financial liabilitiex and equity instruments {continued)
Financial puarantee conlracts
A lnancial guarantee contract is a contract that requircs the issuer to make specified payments Lo
reimburse the holder for a loss it incurs beeause a specified debtor [ails to make payments when due in
accordance with the terms of a debl instrument.
Financial guarantee contracts issued by a group entity are initially measured at their fair values and, if not
designated as at FVTPL, are subscquently measured at the higher of:
o  the amount of the obligation under the contract, as determined in aceordance with IFRS 9 and

e lhe amount initially recognised less, where appropriate, cumulative amortisation recognised in
accordance with the revenue recognition policics,

The Group has not designated any linancial guarantce contracts as at FVTPL

l.oan commitments

Loan commitments are firm commitments to provide credit under pre-specified terms and conditions.
Liabilitics arising from the commitments to provide a loan at a below-market interest rate are injtial ly
measured at fair value and the initial value is amortised over the life of the commitment. ‘The liability is
subscquently carried at the higher of this amortised amount and the present value of any expected
payment to seitle the liability when a payment under the contract has become probable.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or they expire. The dillerence between the carrying amount of the financial liability
derccognised and the consideration paid and payable is recognised in profit or loss,

(c) Offsetting of financial instrumenis

Financial asscis and liabilitics arc offset and the net amounts reported in the condensed consolidated
interim statement of financial position when there is a legally enforceable right to oflset the recogniseil
amounts and there is an intention to settle on a nel basis, or realise the assets and seitle the linbility

simultaneously.

Income and expenses arc presented on a net basis only when permitted under IFRS, or for gains and
losses arising from a group of similar transactions such as in the Group’s trading activity.



UNION NATTONAIL BANK — Public Joint Stock Company

Notes to the condensed consolidated interim financial information

for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

2.5 Sigunificant accounting policies (confinued)

2,57 Financial instruments (continued)

(e} Deerivative financial instromenty

‘T'he Group enters into a variely of derivative [mancial instruments (o manage ils exposure to interest rate
and loreign exchange rate risks, inchuding foreign exchange forward contracts, interest rate swaps and
cross currency swaps. Further details of derivative financial instruments are disclosed in Note 17.
Derivatives are initially recognised at fair value at the date the derivative contracts are entered into and
are subsequently remeasured Lo their Fair value al the end ol each reporling period. The resulting gain or
loss is recognised in profit or loss immediately unless the derivative is designated and effective as a
hedging instrument, in which event the timing of the recognition in profit or loss depends on the nature of

the hedge relationship.

A derivative with a positive [air value is recognised as a [nancial assel whereas a derivative with a
negative fair value is recognised as a lnancial liability.

Embedded derivatives

Derivatives embedded in non-derivative host contracts that are not financial assets within the scope of
IFRS 9 Financial Instruments (e, [nancial labililies) are (realed as separate derivatives when their risks
and characteristics arc not closely related to those of the host contracts and the host contracts are not
measured at FVTPL.

fe) Hedge acconunting

Derivatives designated as hedges are classitied as cither: (i) fair value hedges which hedge the exposure
to changes in the fair value of a recognised asset or liability; (ii} cash flow hedges which hedge exposure
to variability in cash Dows that is either attributable (o a particular risk associated with a recogniscd asscl
or liability or a highly probable forecast transaction; or (iii) a hedge of net investment which are
accounted similarly to a cash flow hedge. lHedge accounting is applied to derivatives designated as
hedging instruments in a fair value or cash Now, provided the criteria are met.

The Group does not use the exemplion to conlinue using IAS 39 hedge accounting rules, i.e. the Group
applics IFRS 9 hedge accounting rules in full.

Al the inception of a hedging relationship, to qualily For hedge accounting, the Group documents the
relationship between the hedging instruments and the hedged items as well as its risk management
objective and ils strategy for undertaking the hedge. The Group also requires a documented assessment,
both at hedge inception and on an ongoing basis, of whether or not the hedging instruments, primarily
derivatives, that are used in hedging transactions are highly elfective in offselling the changes attribulable
to the hedged risks in the fair values or cash flows of the hedged items. Interest income and expenses on
designated qualifying hedge swaps is included in *Net interest income’.
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UNION NATIONAL BANK — Publie Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month perviod ended 31 Mareh 2008 (continued)

2 Basis of preparvation {continued)

2.5 Siguificant nccounting policies (continued)
257 VFinaneial instruments (continuwed)

fe) Hedge acconnting (continued)

Fair value hedpges

The fair value change on qualifying hedging instruments is recognised in profit or loss except when the
hedging instrument hedges an equity instrument designated al FVTOCT in which casc il is recognised in
OCIL The Group has not designated fair value hedge relationships where the hedging instrument hedges
an equity instrument designated at FVTOCL

The carrying amount of a hedged item not already measured at fair value is adjusted for the fair value
change attributable to the hedged risk with a corresponding enlry in profil or loss. For debl instruments
measurced at FVTOCI, the carrying amount is not adjusted as it is already at fair value, but the part of the
fair value gain or loss on the hedged item associated with the hedged risk is recognised in profil or loss
instead of OCL When the hedged ilem is an equity instrument designated at FVTOCI, the hedging
gain/loss remains in OCI to match that of the hedging instrument.

The Group discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to
meet the qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging
instrument expires or is sold, terminated or exercised. The discontinuation is accounted for prospectively.
The [lair value adjustment to the carrying amount of hedged items for which the EIR method is vsed (i.e.
debt instruments measured at amortised cost or at FVTOCI) arising from the hedged risk is amortised to
profit or loss commencing no later than the date when hedge accounting is discontinued.

Cash flow hedges

The cftective portion of changes in the fair value of derivatives and other qualifying hedging instruments
that are designated and qualify as cash Oow hedges is recognised in the cash How hedging reserve, a
scparate component of OCI, limited to the cumulative change in fair value of the hedged item from
inception of the hedge less any amounts recycled to profit or loss.

Amaounts previously recognised in OCI and accumulated in equity are reclassified to profit or loss in the
periods when the hedged item affects profit or loss, in the same ling as the recogmised hedged item. IT the
Group no longer expects the ransaction (o oceur that amount is immediately reelassificd to profit or loss.

The Group discontinues hedge accounting only when the hedging relationship (or a part thercol) ccases to
meet the qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging
instrument expires or is sold, terminated or exercised, or where the occurrence ol the designated hedged
forecast transaction is no longer considered to be highly probable. The discontinuation is accounted for
prospectively. Any gain/loss recognised in OCI and accumulated in equity at that time remains in equity
andl is recognised when the forecast transaction is ultimately recognised in profit or loss. When a forccast
transaction is no longer expected to occur, the gain/loss accumulated in equity is reclassified and
recognised immediately in profit or loss.
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UNTON NATIONAL BANK — Public Joint Stock Company

Notes to the condensed consolidated interim finaneial information
for the three month perviod ended 31 March 2018 (continued)

2 Buasis of preparation (continued)
2.5 Significant accounting policies (continned)
2.57 Financial instruments (continued)

fe) Hedge accounting (continued)

Hedge effectiveness testing

To quality for hedge accounting, the Bank requires that at the inception of the hedge and on an ongoing
basis:

«  the hedging rclationship consists only of cligible hedging instrumenis and eligible hedped items;

= al inception of the hedging relationship there is formal designation and documentation of the hedging
relationship and the entity’s risk management objective and strategy for undertaking the hedge;

+  the hedging relationship meets all of the hedge effectiveness requirements, i.e.:

- there is an economic relationship between the hedged item and the hedging instrument;

- the effect of credit risk does not dominate the value changes that result from that economic
relationship: and

- the hedge ratio of the hedging relationship is the same as that resulting from the quanlity of the
hedged item that the Group actually hedges and the quantity of the hedging instrument that the
Group actually uses to hedge that quantity of hedged item.

[t Fair value measurement principles

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaclion between market participants at the measurciment date, regardiess of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an asset
or a liability, the Group takes into account the characteristics of the asset or liabilily if market participants
would take those characteristics into account when pricing the asset or liability at the measurement date.

For investments and derivatives quoted in an active market, fair value is determined by reference to
quoted market prices. Bid prices are uscd for assets and offer prices are used for liabilitics. The Fair value
of investments in mutual funds or similar investment vehicles are based on the last net asset value
published by the fund manager. For other investments, a reasonable estimate of the fair value is
determined by reference to the price of rceent market transactions involving such investments, current
markel value of instruments which are substantially the same, or is based on the expected discounted cash
Mows.

The estimated fair value of deposits with no stated maturity, which includes non-interest bearing deposits,
is the amount payable on demand.

The fair value of forward exchange contracts, inlerest rate swaps and oplions is calculated by reference to
conlracts with similar maturities,

The fair value of unquoted investments is determined by reference to discounted cash flows, pricing
madels or over-the-counter quotes.
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UNION NATIONAL BANK — Public Joint Stock Company

MNotes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

2 Basis of preparation (continued)

2.5 Significant accounting policies (continued)
2.5.7  Financial instruments (continucd)

i Luir value measurement principles (continued)

In addition, for linancial reporting purposes, fair value measurcments are calegorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements arc observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:
o lLevel |inpuls are quoted prices (unadjusted) in active markets for identical assets or hiabilities
that the entity can access al the measurement date;
e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are abservable for
the asscl or liability, either directly or indirectly; and
e Level 3 inputs are unobservable inputs for the asset or liability.

2,58 IFRSY transition impact disclosure

The Group has adopted IFRS 9, as issued by the IASB in July 2014 with a date of transition of 1 January
2018, which resulted in changes in accounting policies and adjustments o the amounts previously
recognised in the consolidated financial statements as ol and for the year ended 31 December 2017,

As permitted by the transitional provisions of IFRS 9, the Group clected not fo restale comparative
figures. Any adjustments to the carrying amounts of [inancial assets and liabilities at the date of transition
were recognised in the opening retained earnings of the current period.

The adoption of IFRS 9 has resulted in changes in (he accounting policies for recognition, classification
and measurcment of financial assets and financial liabilities and impairment of [inancial assets. IFRS 9
also significantly amends other standards dealing with financial instruments such as IFRS 7 ‘Financial
Instruments: Disclosures”.

Set out below are the IFRS 9 transition impael disclosures for the Group. Further details of the speeific
IFRS 9 accounting policies applied in the current period are deseribed in more detail in note 2.

Summary of impact upon adoption of TFRS 9 - Classification and measurement
The following table summarizes the classification and measurement impact as at 1 January 2018.
Reclassifications represent movements of the carrying amount of financial assets and liabilities which

have changed their classitication. Remeasurement represents changes in the carrying amount of the
financial assels and liabilities due to changes in their measurement.
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UNION NATIONAL BANK — 'ublie Joint Stock Company
Notes (o the condensed consolidated interim financial information
for the three month period ended 31 Marvch 2018 (continued)

2 Basis of preparation (continued)

2.5 Significant accounting policies {conlinued)

2.58  IFRS 9 transition impact disclosure (continued)

Summary of impact upon adoption of IFRS 9 — Tmpairment

‘T'he following table is a comparison of impairment allowances determined in accordance with [AS 39 and
IAS 37 to the corresponding impairment allowance determined in accordance with IFRS 9 as at | January

201 8.

Impairment
allowanece under
IAS 39 as at
3 December 2017
AED'00
Cash and balances with central banks -
1Juie from Banks 104
Loans and advances measured at amortized cost 3,110,054
Imvestment sceuritics at amortized cost -
(ther assels -

Letter of eredil, financial guarantces and
undrawn loan commitiments 10,518
Total allowance for eredit losses 3,121,576

30

Transition
Adjustments
AED000

723
1,938
815,564
9,571
14,409

34,199

896,404

Impairment
allowance nnder
IFRS 9 ns al

1 January 2018
ALD000

723
2,042
3,926,218
9,571
14,409

63,017

4,017,980



UNION NATIONAL BANK — Public Joint Stock Company

MNotes to the condensed consolidated interim financial information

for the three month period ended 31 March 2018 (continued)

3 Interest income

Loans and advances
Due from banks
Investments

4 Interest cxpense

Customers’ deposits
Due to banks and medium term borrowings

5 Met fee and commission income

Fee and commission income:
Retail fees

Trade related fees

Credit related fees

Account service charges
Brokerage income

Others

Fee and commission expenses

31

Three month period ended

31 March
2018

AED 000
(unaudited)

843,197
39,856
181,582

1,064,635

31 March
2017

AEL 000
(unaudited)
819,529
20,071
130,379

960,979

Three month period ended

31 March
2018

AED 000
{unaundited)

369,695
50,257

428,952

31 March
2017

ALRD 000
(unaudited)

322,010
45,295

367,303

Three month period ended

31 March
2018
AED000
{unaundited)

49,321
42,522
49,073
23,447
1,233
8,777

174,373

(17,065)

157,308

31 March
2017
ALEDO00
(unaudited)

65,823
45,513
47,748
23,020
2,278
8,704

193,086

(15,563)

177,523



UNION NATIONAL BANK - Public Joint Stock Company

Motes to the condensed consolidated interim financial information

for the three month period ended 31 March 2018 (continued)

(1 Impairment charge on financial assets, net

Charge on loans and advances
Wrile backs on loans and advances

Impairment charge on loans and advances, net

Recovery of loans and advances

Impairment charge on balances with central banks

Impairment charge on due from banks

Impairment charge on investments measurcd at amortised cost
Impairment charge on investments measured at FV1OCI
Impairment charge on other assets

Impairment charge on contingent liabilities

7 Cash and balances with central banks

Cash on hand

RBalances with central banks

- Certificates ol deposil

- Cash reserve deposits

- Deposits and other balances

Less: Allowance [or impairment

Three month period ended

31 March 31 March
2018 2017
AED OO0 AED000
(unaudited) {unaudited)
213,664 240,651
{16,250) (29,039)
197,414 211,612
(38,326) (43,304)
448 -
465 -
(896) -
(135) -
5,482 -
4.911) 204
159,541 168,602
31 Mareh 31 December
2018 2017
AED00D AL 000
(unandited) {audited)
522,195 772,787
3,100,000 4,050,000
2,927,319 2,732,430
222,900 1,641,239
6,772,414 9,196,456
(L171) .
6,771,243 0,196,456

Cash reserve deposits are not available for day-to-day operations to the Bank and its banking subsidiary.
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UNION NATIONAL BANK - Public Joint Stoek Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

b Due from banks

Geographic concentrations and tenure of due from banks as required by SCA vide their notification

261772008 dated 12 Qctober 2008 1s as follows:

Duc From banks:
- Local banks
- Foreign banks

Less: Allowance for impairment

Due [rom banks:

Up to 3 months
- Over 3 months

9 T.oans and advances measured at amortised cost

Term loans
Overdratis
Islamic financing
Others

less: Allowance [or impairment

33

31 March
2018
AED000
(unaudited)

3,268,689

2,187,716

5,456,405
(2,506)

5,453,899

5,106,211
347,688

5,453,899

31 March
2018
ALDID0
{unnudited)

60,400,870
6,622,747
5,702,719

348,543

73,074,879

(3,958,607)

69,116,272

3] December
2017

ALED 000
(audited)

940,937
804,813

1,745,750
(104)

1,745,646

1,437,738
307,908

1,745,646

31 December
2017
ALDO00
(audited)

61,390,833
6,905,938
5,671,577

279,611

74,247,959

(3,110,654)

71,137,305



UNION NATIONAL BANK — Publie Joint Stock Company

Mofes to the condensed consolidated interim finaneial information
for the three month period ended 31 Mareh 2018 (continued)

9 Loans and advances measured at anmortised cost (continued)

The movements in impairment allowance during the period/year are as follows:

_ 3 Mareh 2018

31 December 2007

Specific Collective
Impairment impainmenl impairment
allowance allowance allowance
AR 000 ALDO00 AEDO00
(unaudited) {audited) {andited)
Al JTanuary (as por EAS 39) M 1I0654 1,331,251 1,524,958
Liffect of change in tccounting policy for IFRS Y 815,504 - -
At | Janmary (restaded as per IFRS 9) 3,926,218 1,331,951 1,524 958
Charege for the period/ycar
(nct of write backs) 197,414 LO71,007 (73,034)
Amonnts writlen ollfransferred (net) {[66,002) (743, 107) (+.115)
Foreign currcncy translation 277 1,856 1,048
3,958,607 1661797 148,857
Analysis of loans and advances by economic sector is as follows;
31 March
2018
AED'000
(unaudited)
Consumer 20,775,710
Real estate and mortgage loans 11,391,788
Financial institutions 8,859,498
Trade 5,813,445
Services 5,587,648
Sovereign 4,657,239
Construction 4,222,394
Energy 4,151,171
Manufacluring 3,508,382
Others 4,107,604
Gross loans snd advances 73,074,879
Less: Allowance for impairment (3,958,607)
Net loans amd advances 69,116,272

34

Total
impairmen
allowanue
AR OO0
(andditesd)

2,856,904

2,356,900

QUE.N63
(7472223
2,504

3 110054

31 December
2017
AEDG00
(audited)

20,516,639
11,064,914
9,253,621
5,648,120
7,016,487
4,651,401
4,095,460
1,259,996
3,443,975
4,297,346

74,247,959

(3,110,654)

71,137,305



UNION NATIONAL BANK - Public Joint Stock Company

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continuned)

9 Loans and advances measured al amortised cost (continued)
Islamic financing measured at amortised cost

Loans and advances include the following lslamic [inancing contracts:

31 March

2018

ATD000

{(unaudited)

Murabaha 3,055,181
Ljara 1,973,405
Mudaraba 3,398
Others 670,735
5,702,719
Less: Allowanee for impairment (411,149)
5,291,570

31 December
2017
AED000
{audited)

2,994,016
1,997,771
3,408
676,382

3,671,577

(204,769)

5,466,808

T'he movemenls in impairment allowance related to Islamic financing contracts during the period/year are

as [ollows:

31 Mareh 2018

31 December 2017

Specific Collcetive. Tulal

Impairment  impairment impainment impairmant

allowance altowance allowanee allowance

AEIFO00 ALD™ 001 ALDOO0 AELDOG0

{nnsudited) {audited) (audited) {nudited)

At January {as per IAS 39) 204,769 130,885 61,663 194,550

Ellect of change in accounting policy for IFRS 9 204,509 H - =

AL 1 January (restated as per IFRS 9) 409,578 130,885 63,665 190,550

Charge for the periodf/year

(net of write hacks) 1,571 32,772 17 ERER LY
Amounts wrilten offtransferred (net)

- (23,2000 - (23.200)

411,149 140,457 64,312 204,769




UNION NATIONAL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

10 Tovestments

The analysis of Group’s investments as at 31 March 2018 (classified in accordance with IFRS 9) is as
lollows:

Investments measured at Fair value

Fair value
Investments through other Fair value
measured @l comprehensive through profit or
amorlised cost income loss Tuotal
31 March 2008 (unsundited) AEDOO0 AEDO0G AED D) AEDRNO0
Liquity instrumernts:
uoted - 26,344 72,951} 99,294
Unguoted - 51,656 - 51,656
Debt instroments:
CQuoted - fixed rawe 1,358,348 15,646,306 249,194 17,253 %48
Cuoted - Noating raie - 672,539 - 672,539
Unquoted - fixed rats 152,797 - - 152,797
Treasury bills 30,648 1,988,360 = 2,019,008
Investment in managed finds - - 2,988 2,948
1,541,793 18,385,205 325,132 20,252,130
Fess: Allowance for impairment (8,674 - - (8,674
1,533,119 18,385,205 325,132 20,243,456

The analysis of Group’s investments as at 31 December 2017 (classified in accordance with IAS 39) is as
follows:

Mon-frading mvestimenls

IJesignated at fair

Trading vitlue through Held o
invesiments profit or loss  Available for sale maturity Total
31 December 2007 Gaudited) ALY 00D ALY OO0 ALEIO00 ALDO00 ALRDDO
Equity instruments:
Quoted 47 49,148 9,751 - 39,246
Unguoted - - 33,795 - 53,795
1eht instruments:
Quoted - lxed rale 1,179 - 14,939,531 1,092 840 18,033,550
Quoted - foating ralc - - 637,493 29,384 GO0.877
Ungioted - fixed rate - - - 163,843 163,443
Treasury bills - - 2,055,865 30,453 2,086,318
Investment in managed funds - 2980 - - 2,980
1,526 52,128 17,696,435 3,316,520 21,066,009
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UNION NATIONAL BANK — Public Joint Stock Company

Notes to the condensed consolidated interim financial information
for the three month period ended 31 Mareh 2018 (continued)

10 Invesiments {continucd)

Geographic concentrations and tenor of investments as required by SCA vide their notification 2617/2008
dated 12 October 2008 is as follows:

Maturity analysis ol investments is provided in the below table:

Investments:

Up to 3 months

3 months (o | year

| year to 3 years

3 years to 5 years
Over 5 years
Unspecified maturity

Trading
investments
AEDO0D
{unaudited)

Within ULAE. 191,560
Chulside LLALY 133,572

325,132

31 March 2018

MNon-lrading
investments

ALID
(unandited)

12,365,430
7,552,894

19,918,324

31 March 31 December
2018 2017
AEDO00 AED 000
(unandited) {audited)
2,116,825 2,804,577
3,884,464 4,417,945
5313903 4,932,544
4,708,080 4,437,455
3,858,737 4. 398,573
361,447 75,515
20,243,456 21,066,609
N 31 December 2007

Trading  MNon-trading
Tolal  invesiments mvesiments Fotal
AED*QMD ALDOOO AED00 ALED™000)
(unandited) (audited) (muddited) {audited)
12,550,990 - 12,073,830 12,073,830
74686466 1,526 8,001,253 %992 779
_zu,i45,451'; - 1,526 21,065,083 21,066,609

‘The Group enters into agreements to scll assets with a simultaneous commitment to repurchase them at a specified
fulure date (repos) whereby the Group retaing substantially all of the risks and rewards ol ownership of the assets and
accordingly, the assets are not derecognised. The Group has entered into repurchase agreements relating to FVTOCL
securities with a fair value amounting to AED 1,627,513 thousand (31 December 2017; AED 272,191 thousand) and
FVIPL securities with a fair value dmounting (o AED 7,291 thousand (31 December 2017: Nil). The related linbility
amounting to AED 1,537,890 thousand (31 December 2017: AED 274,525 thousand) is included in duc to banks.
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UNION NATIONAL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (confinued)

11 Customers’ deposits

Time deposils

Current and call accounts
Islamic deposils

Saving accounts

Sundry deposits

Analysis of customers” deposits by sector is shown helow:

Sovereign
Corporale
Retail

Public Sector

12 Due to banks

Deposits
Overnight and short term placements
Demand

38

31 March
2018
AED0DO
{unaudited)

54,229,726
13,455,128
4,794,505
1,619,074
690,214

74,788,647

31 March
2018
AED'0DD
{unaundited)

27,020,640
23,872,432

9,399,557
14,496,018

74,788,647

31 Marech
2018
ALDO00
{unandited)

810,306
1,694,830
450,650

2,955,786

31 December
2007
AED'000
(audited)

57,027,858
13,687,096
5,706,775
1,583,331
684,280

78,689,340

31 December
2017
ALTO00
(audited)

26,538,471
29,021,442

9,226,567
13,902,860

78,689,340

31 December
2017
AEDO00
(audiled)
281,381
349,119
806,540

717,046



UNION NATIONAL BANK — Public Joint Stock Company

Motes to the condensed consolidated interim financial information

for the three month period ended 31 March 2018 (continued)

13 Medium term borrowings

Furo medium term notes

Term loan

The below table shows the currency and interest rate details of the medium term borrowings:

FEuro medinm term notey

CIII

1Py
uspD
UsD

S0

Term loan
LIS

14 Share eapital

Muaturity

March 2018

Movember 2018
Cetober 2021
Febrpary 2022

March 2023

Crctober 2018

Fived Floating

Flouting

Fixeil
Fixed
Floating

Fixed

Floating

M March

2018

AEDO00
(unaudited)

5,196,234
2,750,899

7,947,133

Inferest rafe

3 month CHF

Libor + (. 98%
margin

1%

2.75%

3 month USD

Libor + 1.40%
margin

4%

3 month LS
Libor | 0.75%
margin

31 December
2017

AL 000
(audited)

3,742,042
2,749,183

6,491,225

3 March 31 December
2018 2017
AED0G0 AED 000
(unaudited) {audited)
- 376,969

46,403 81,488
2,193,324 2,192,329
1,091,632 1,091,257
1,824,875 -
2,750,899 2,749,182
7,947,133 6,491,225

The authorized share capital of the Bank is 5,000,000 thousand shares of AED | each (31 December
2017: 5,000,000 thousand shares of AED | each). The issued and paid up sharc capital of the Bank is
2,751,426 thousand sharcs of AED | c¢ach (31 December 2017: 2,751,426 thousand shares of

AED | each).

Cash dividend of AED 0.20 per share amounting to AED 550,285 thousand (2017: Cash dividend of
AED 0.20 per share amounting to AED 550,285 thousand) was paid after the shareholder's approval in
the Annual General Meeting held on 11 March 2018 (2017; Annual General Meeting held on 8 March

2017).
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UNION NATIONAL BANK — Public Joint Stock Company

MNotes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

15 Tier 1 Capital notes

In February 2009, the Bank issued Tier | capital notes to the Department of Finance, Government of Abu
Dhabi, wilh a principal amounl of AED 2 billion (Ihe “Capital Notes™). Issuance ol these capilal notes was
approved by the Bank’s Board of Dircetors in February 2009, These capital notes bear Hoating rate of 6
months EIBOR plus 2.3% p.a.

The Capital Notes are non-voting, non-cumulative perpetual securities, and are callable subject to certain
cotditions. The Bank may, at ils sole discretion, eleel nol o make an inderest payment, During the period
cnded 31 March 2018, interest amounting to AED 41,492 thousand was paid (period ended 31 March
2017 AED 38,547 thousand) and shown in the condensed consolidated interim statement of changes in
cejuity.

16 Contingent linbilitics and commitments
31 March 31 December
20148 2017
AED*000 ALDO00
(mmaudited) (audited)
Contingent liabilitics:
|etters of guarantee 29,104,979 29, 106,444
Letters of credit 2,341,691 2,142,403
31,446,670 31,248,847
Commitments:
Loan comumitiments 15,774,715 14,408,307
Investment properties commitments 218,004 219,338
Capital expenditure commitments 64,051 55,692
Operating lease commitments 39,284 37,089
16,096,084 14,721,326
47,542,754 45,970,173

The Croup has recognised impairment allowance of ALD 60,174 thousand (31 December 2017:
AED 10,818 thousand) and has been included in other liabilities.
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Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

17 Derivatives

The contractual/notional amounts of the Group’s outstanding derivative instruments are as follows:

Contractual/
notional Positive MNepgalive Ned Fair
Amount Fair value fair value value
31 Mavch 20018 (unidited) AED 000 AEDOUD AED'O00 AED*000
Nerivatives held for trading:
lorward foreign exchanpe contracts 12,342,243 32,489 (4,070) 28,419
Interest rate swaps 5,054,219 95,518 (60,800) 34,718
Cross currency swaps 348,845 4,277 (15,0500 (10,773)
1°X time options 12,572 4 (1,058) (1,054)
17,797,879 132,288 (80,978) 51310
Devivatives held as Fair value hedge:
Interest rate swaps 10,429,571 220,653 (63,857) 156,796
Dervivatives held as cash Mow hedpe:
Interest rate swaps 2,347,450 20,112 - 20,112
0,614,900 J13.053 {144,835) 224218
31 December 2017 (audited) o
Derivatives held for trading:
Forward lorcign exchange contracts 10,804,028 25816 {20,590) 5,226
Interest rale swaps 4,868,335 35,840 (24.518) 31,322
Cross currcney swaps 175,767 8,550 (38.748) (30,198)
EX time options 21462 - (1.067) (1,067)
16,479,612 90,206 {84,923) 5,283
Drerivatives held as fair value hedge:
Interest rite swaps 7,040,054 97,361 {62,3249) 35,052
Drerivatives held as cash flow hedge:
Interest rate swaps 2,387,450 16,253 - 16,253
26,807,116 203,520 (147,252) 56,568
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Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

18

Cash and cash equivalents

Cash and cash cquivalents consist of cash on hand and balances with the central banks, treasury bills, due
from banks and due to banks maturing within three months from the date ol acquisition, which are subject
lo insignilicant risk of changes in fair value, and are used by the Group in the management of its shorl-
term commitments. Cash and cash equivalents included in the condensed conselidated interim stalement
of cash flows comprise the [ollowing the condensed consolidated interim statement of financial position

amounts:
31 March 2018 31 March 2017
AR 000 AED'000
(unaudited) (unaudited)
Cash and balances with central banks 6,771,243 7,675,189
Treasury bills 2,019,008 1,560,850
Due from banks 5,453,499 3,322,944
Due to banks (2,955,786) (1,818.415)
11,288,364 10,740,568
Less: Owiginad maturities more than 3 moniths
Cash and balances with central banks 3,679,636 5,409,232
Treasury bills 1,930,080 1,245,320
Due [rom banks 1,533,236 367,300
Due to banks (5,097) (298,225)
4,150,509 4016941

19

Related parly transactions

A parly is related 1o the Bank il

I

ii.

iii.

i,

vil.

directly, or indirectly through one or more intermediaries, is controlled by, or is under common
control with, the Bank (this includes parents, subsidiaries and fellow subsidiaries); has an interest in
the Bank that gives it significant influence over the Bank; or has joinl control over the Bank;

the parly is an associate of the Bank;

the party is a joint venture in which the Bank is a venturer;

the party is a member of the key managemenlt personnel of the Bank or its parent;

the party is a close member of the family of any individual referred to in (i) or (iv);

the party is an entity that is controlled, jointly controlled or significantly influenced by, or for which
significant voling power in such entity resides with, dircetly or indirectly, any individual referred to in
(iv) or (v); or

the party is a post-employment benefit plan for the benelil of eimployees of the Bank, or of any entity
that is a related party of the Dank,
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Motes to the condensed consolidated intevim finaneial information
for the three month period ended 31 March 2018 (continued)

19 Related party transactions (continued)

In the case of the Group, related partics, as delined in International Accounting Standard No, 24: Related
Party Disclosuwres, include the Government of Abu Dhabi (Ultimate controlling party and its related
entities), directors and their related entitics and key management of the Group and their related entities.
Banking transactions arc entered into with rclated parties on terms and conditions approved by either the
Group’s management and/or Directors. The Bank engages in lransactions wilh related partics only on
arm’s length terms and in accordance with relevant laws and regulations.

The significant balances included in these condensed consolidated interim linancial information are as

follows:

Ultimate
controlling
parly and its
related entities

AED'O00

31 Mareh 2008 (unaundited)
Due from banks 1,897,823
Loans and advances 6,295,358
Invesiments T.003,537
Other assets 321,958
Customers® deposits 30,951,801
Due tor banks 516,623
Oiher liabilitics 228,869
Tier I capital notes 2,000,000
Commitments and contingencies 2,920,524
Derivatives (contractual /

notional amounts) 11,344,898
Post-retivement henelits payable -
31 December 2017 (audited)
Do from banks 375977
Loans and advances 6,302,386
Investments 7036326
Other assels 148,902
Customers” deposits 30,877,427
Due to hanks 207,140
Other labilities 240 906

. Tier I capital notes 2,000,000

Commilments and contingencics 2.945 464
Derivatives (contractual /

notional amounts) 10,237,351

Post-retirement benelits payable -

43

Directors
and their
related
entities
AED'0O00

27
2,040,453

4,825
71,915

163

13,272

16
3,465,537

20,043
105,480

450
141,976

22,240

Key
management
ALD'000

Associate
AED'000

195,603

1,697

199,007

139

Tuotal
AED'000

1,897,850
8,338,250
7,603,537
326,788
31,219,403
16,623
230,729

2 MK, 00
2,934,096

11,344,898
9,629

375,993
9.774,518
7,036,326

168,959

31,182,470

BOT, 140

241,496
2,000,000
3,087 440

10,259,591
12,456
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Notes to the condensed consolidated inferim financial information
for the three month period ended 31 March 2018 (continued)

19 Related party transactions (continucd)

The significan! transactions with related parties included in these condensed consolidated  interim
financial information are as follows:

Ultimate Directors
conlrolling and their
parly and iis related Key
related entitics entitics  management  Associates Total

ALED000 ALD'000 AED000 AED'000 AED000

For the three month period ended
31 March 2018 (unaudited)

Interest income 6,345 21,858 16 - 119,219
Interest expense 126,796 Jo2 - - 127,188
Profit expenss Jain - - 1,524 4,896
Net fee and conunission income 5,204 209 - - 5,413
Met pain on trading financial

instrunents 110,233 - - - 110,233
Other operating expenses - - - 3 3
Interest on Tier | capital notes 41,492 - - - 41,492
Directors’ remuneration - 2,183 - - 2,183
Salary and benefits - - 5.069 - 8,069
Post-retirement benefits - - 355 - 3585

For the three month period ended
31 MEareh 2007 (unawdited)

Interest income 75,370 40,612 36 - 116,018
Interest expense 146,660 1,499 3 6l 148,230
Prolil expense 5,993 - - - 5,993
Met lee and commission income 6,746 778 1 - 7,525
Met gain on trading lnancial

instruments 13,980 - - - 13,980
Interest on Tier 1 capital notes 38,547 & = - 38,547
Directors® remuncration - 2,424 - - 2,424
Salary and benelits - - 7,431 - 7,431
Post-retirement benelits - - 357 - 57

Interest rates on loans and advances to related parties during the period ended 31 March 2018 ranged
from 1.46% to 16% per annum (period ended 31 March 2017 1.3% to 16% per annum). Inlerest rales on
deposits from related partics during the period ended 31 March 2018 ranged from 0% to 3.6% per annum
(period ended 31 March 2017: 0% to 5% per annum).

Fees and commissions rates on transactions with related parties during the period ended 31 March 2018
ranged Grom 0% to 3% per annum (period ended 31 March 2017; 096 10 3% per annum}.
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Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

20 Operating segmicnts
The Group is organised into following major operating scgments:

Corporate Banking offers a wide range of services and products (o diverse enterprises and industrial
seetors, both in the public and private sectors.

Consumer Banking provides products and services to the Retail, High net worlh individuals and SME
customers through its focused approach (hat realises the banking needs and requirements of the customers
and includes equity brokerage services, asset management and merchant banking,

Islamic Banking comprises of Islamic Banking Group (1SBG) of the Bank and AWFC. ISBG and
AWFC provide Sharia compliant Islamic finance and investment products.

Treasury and Investment Banking comprises ol Financial Institutions, Syndications and Structured
Finance and Treasury and Investments. Financial nstitutions undertakes the correspondent banking
business of the Bank and maintains assets of financial institutions. Syndications and Structured Finance
provides structured funding solutions on syndicated and project [inance transactions and houses the
bank®s infernational syndicated assets.

Treasury and Investments provides support to ather businesses for funding and [oreign exchange and at
the same time manages the proprietary positions/trading and liquidity management.

International and unalloeated includes UUNRB-E, overseas branches in Kuwail, Qatar and China and
certain unallocated items held centrally in the Head Office as these are not significantly material.

Inter scgmental transactions are conducted at rates agreed by management and / or directors. Interest is
charged or credited to units and business segments either at contracted or pool rates, both of which
approximate the replacement cost of funds.
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Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

20 Operating scgments (continued)

The below table presents segmental income, expenses, prolil and capital expenditure for the three month
period ended 31 March 2018 (unaudited):

Mel inlerest income and

income from Islamic
financing
Other pperating income

Operating income

Other operating cxpenscs

Depreciation

Operating profit

Impairment (charge)/release on

financial asscts, net
Income fax expense

Profit for the period

Segment capital cxpenditure

Ieporiable sepmenl assels

Treasury and  International
Corporate Consamer Islamic Investment il

banking banking  banking banking  unallocated Total
AED000 AEDPODD  AED'000 AED000 AEDOOG  AED'0DD
209,973 256,424 43,674 71,755 6,229 678,455
61,523 67,826 28,604 33,711 13,054 204,718
271,4%6 324,650 72,278 5476 109,283 883,183
(50,312) (149,467)  (24,182) (19.331) (24,367) (267,650
(3,33 {7,689) (535) (1,454) (4,923) {18,240
217,545 167,494 47,261 84,691 79,993 597,284
(25,433) (90,087) (1 471) (4,376) (35,1748 (159,540
- - - - (12,151) (12,151)

192,412 77407 45,790 80,315 29,668 425,592

7 L,161 1,092 23 6,248 8511

The below table presents segmental assets and liabilities as on 31 March 2018 (unaudited):
Treasury and  International
Corporate Consumer Islamic [nvestment anil

banking hanking Banking banking  unallocated Total
AEDO0D AEDFOID  AED0OO AED 00D AED0D AEDM00

36,509,407 19:447,196 5,899,482 31,972 %46 9,510,596 106,339,627

A,T05,716 12, 767476 6,305,491 30,002,103 8,204,508 B7,985,354

Reportable segment labilitics
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Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

20 Operating segments (continued)

The below table presents segmental income, expenses, profit and capital expenditure for the three month
period ended 31 March 2017 (unaudited):

Treasury and  Internaional

Corporate Cunsumer Islamic Tnvestment and
banking hanking banking bunking  unallocated Turtal
A0 AED'000 AED000 ALTY () AED"000 AEDO

Met interest income and
income from [slumic

linsneing 218936 254,458 441,986 55,198 TH.262 651,840
(her nperating income 64,3 92,689 32329 45,736 0,854 244,929
Operating imcome 283,237 347,147 77,315 100,554 g lln RYs, 760
Other apernting sxpenscs (49 48%) (111,326) {21 387) {17.733) (17,957) (247.911)
Deprecintion {3,643) (8,135} {T41) (1,495) {3.549) (17.563)
Operating profit 230,106 197 686 55,187 81,706 66,610 631,295
Impuirment (charge)frelease on

financinl assels, nel (42,06:4) {105,365) (17,073) - (4,100} {168,602)
Tcome i expensc - - - - { 1,795) {10,795)
Prafil for the period 138,042 92,321 35,114 1,706 51,715 451,898
Segment capital expendilure T 1,079 146 o3 17,117 18,505

The below table presents scgmental assets and liabilities as on 31 December 2017 (audited):

Treasury and  International

Carporate Clomsumer Islamic Investimani and
bimking banking hanking banking  unallocated Total
AEDFM000 AEIFO00 AED™000 AEIX (00 AEIVO00 AED'000
Reporlable scgment assets 38,132,189 20,126,532 DA40.957 30925289 BRU 13T 107,518,104
Reportable sepment liabililies 32,629,413 12,456,873 6,627,201 28,734,262 7,603,834 88,051,605
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Motes to the condensed consolidated interim financial information
fur the three month period ended 31 March 2018 (continued)

20 Operating segments (continued)

The Bank operales in two principal geographic arcas i.e. Domestic and International. The United Arab
Emirates is designated as Domestic area which represents the operations of the Bank that originates from
the U.A.E. branches and U.A E, subsidiarics; and International area represents the operations of the Bank
that originates from ifs branches in Qatar Financial Centre, Kuwail and China and its subsidiary in Tgypt.
The Bank’s operations and informalion about its segment assets and liabilitics by geographical area are

as follows:

Three month period ended Three month period ended
31 March 2018 31 March 2017
Domestic  International Total Domestic  International Total
AED'0D0 AEDOO0 AED 000 AED'Q00 ALD'000 ALDOO0
Met interest income and
income from lslamic
financing 629,036 49,419 078,455 609,208 42,632 651,840
Other operating income 187,855 16,873 204,728 228,348 la,081 244 929
Operating income 816,891 66,292 883,183 838,056 58,713 896,769
Other operating cxpenses (238,326) (29,333)  (207,659) (220,897) (27,014} (2479110
Deprecialion (14,119 {4,121) {18,240) (15,266) (2,297} (17,563)
Operating profit 564,446 32,838 597,284 601,893 29,402 631,293
Impairment charge on
linancial assets, net {149.318)

Income lax expense -

Profit / (loss) for the
period 415,128

(10,223) (159,541} {164,501) (4,101 (168,602)
(12,151) (12,151) - (10,795) (10,795)

10,464 425,592 437,392 14,506 451,898

The Banks’s assets and liabilitics by geographical area are as follows:

Ason 31 March 2018 Az on 3| December 2017
{unaudited) _ {andited) -
Domestic  International Total Domestic  International Total
ATD*O00 AED00 AED000 AEDO00 AED 000 AL 000
Asszets 98,817,210 1,522,417 106,339,627 100,500,855 6,957,249 07,518,104
Lighilities 1,220,702 6,764,652 87,085,354 81,827,541 0,224 0604 RE.051,605
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Motes to the condensed consolidated interim financial information
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20 Operating scgments (continued)

The [ollowing is the analysis of the total operating income of each segment between income from external

partics and inter scgment.

External (unaudited) Inter-sepment (unawdited)
Three month period ended _ Three month period ended
31 Mareh 31 March 31 March 31 March
2018 2017 018 2017
AEDO0D ALD'000 AEROD0 ALDOOD
Corporale banking 305,109 334,843 (33,613) (51,606)
Consumer banking 345,654 380,743 (6i1,004) (33,596)
lslamic banking 69,453 77,864 1,825 (5493
Treasury and Investment banking 49,359 40,557 56,087 a0.397
International and unallocated 73,578 62,762 35,705 25354

Total HH3, 183 806,769 -

21 Basic and diluted earnings per share

Rasic carnings per share is caleulated by dividing the profit for the period attributable to equity holders of
the Bank by the weighted average number of shares outstanding during the period as set out below:

Three month period ended

31 Mareh 31 March

1R 2017

AEDFOO0 ALD 000

{unnudited) {unaudited)

Profit for the period attributable o equity holders of the Bank 421,786 449 307
Less: Interest on Tier 1 capitual notes {41,492) (38.547)

Profit for the period attributable to equity holders of the Bank after interest on

Tier 1 capital notes 350,294 410,760
Shares as at | Janwary { Thousand) 2,751,426 2,751 426
Effeet of bonus shares issued {Thousand) - -
Weighted average number of shares outstanding during the period {Thousand) 2,751,426 2,751,426

Basic and diluted eamings per shave (AED) 0,14 015
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MNotes to the condensed consolidated interim financial information
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22 Capital adequacy

The fable below show the regulatory capilal and capital charge caleulated in accordance with (he

guidelines of the Central Bank of the UAE under Basel 111,

Capital Base:

Tier I Capital
Common Equity Tier | (CET 1)
Additional Tier | capital (AT 1)

Total (a)

Eligible Ticr 2 Capital (h)

Total capital basc (a} + (b)

Risk-weighted nsscts;
Credit Risk

Market Risk
Operational Risk

Total risk-weighted asscts (c)

Capital adeguacy ratio {(2) + (1)} / (¢) x 100

50

31 Murch
2018
AED'000
(unaudited)

16,165,647

2,000,000

18,165,647

1,163,923

19,329,570

93,113,875
818,626
6,444,737

100,377,238

19.3%

31 December
2017

AELD? 000
(audited)

16,740,054
1,790,213

18,530,267

1,169,349

19,699,616

94,330,905
652,767
6,444,737

101,428,409

19.4%
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Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

23 Fair value measurement

Fair value hicrarchy
The Group uses the following hierarchy for determining and disclosing the fair value of assets and
liabilities by valuation technigue;

Ouoted market prices — Level |

Financial instruments are classified as Level 1 il thelr values are obscrvable in an active market. Such
instruments are valued by reference to unadjusted quoted bid prices for identical assets or unadjusted
guoted olfer prices for identical liabilities in active markets where the quoted price is readily available,
and the price represents actual and regularly cceurring market (ransactions.

Valuation teclniques using observable inpuis — Level 2

Financial instruments classified as Level 2 have been valued using models whose inputs are observable
in an active market. Valuation based on observable inputs include financial instruments such as swaps
and forwards which are valued using market standard pricing techniques and options that are commonly
traded in markets where all the inputs to the market standard pricing models are observable. The
category includes derivative financial instruments such as cerlain OTC derivatives, commodity
derivatives, foreign exchange spot and forward contracts and certain investment securities. These
instruments arc valued using the inputs observable in an active market. Valuation of the derivative
financial instruments is made through discounted cash flow method using the applicable yield curve for
the duration of the instruments [or non-optional derivatives and standard option pricing models such as
Black Scholes and other valuation models for optional derivatives.

Valuation technigues using significant nnobservable inputs — Level 3

Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are
nol based on observable market data (unobzervable inputs). A valuation inpul is considercd observable if
it can be directly observed from transactions in an active market. Unobscrvable input levels are generally
determined based on obscrvable inputs of a similar nature, historical observations or other analytical
techniques. This category mainly includes private equity instruments and private funds.

The carrying valucs of the investments are adjusted as follows:

a) Private equity instruments — using the latest available net book value; and
b) Private funds — based on the net asset value provided by the fund manager.

Investment propertics arc stated at fair value, which has been determined based on the valuation
performed by independent professional valuers. The valualion methodologics considered by external
valuers include:

Comparable method: This method of valuation utilises evidence of transactions or current asking prices
of similar propertics in the immediate vicinity and, if appropriate, applies adjustments lo the ligurcs
bascd on market research, discussion with independent agents and in some cascs, developers and / or
construction companics.

5l



UNION NATTONAL BANK - Public Joint Stock Company

Motes (o the condensed consolidated interim linanecial information
for the three month period ended 31 March 2018 (continued)

23 Fair value measwrement (continued)

Income capitalisation methed: This method of valvation basically utilises the evidence ol leasc
transactions or current asking prices of similar properties in the immediate vicinity and if appropriate
applying some adjustments {o the lease rates based on market research, discussion with independent
agents. The market rent is adjusted for the maintenance cost and void allowances, of the property and
capitalised at an appropriate vield to arrive at the fair value.

Residual value method: The method requires the use of estimates such as future cash flows from assets
(comprising ol selling and leasing rates, fulure revenue streams, construction costs and associated
professional fees, and financing cost, cte.), targeted internal rate ol return and developer’s risk and
targeted profit. These estimates are based on local market conditions existing at the end of the reporting
periad,

The below table shows the hierarchy used by the Group to determine the fair value of the assets and
liabilitics that arc measured al fair value or for which fair value information is disclosed as at 31 March
2018 (unaudited):

Level 1 Level 2 Level 3 Total
Notes AED000 AED000 ALD*000 AED000
Assets
Investments measurcd al Tair value
through profit or loss i 322,144 2,988 - 325,132
Tnvestments measured ab Far value 1
throwgh other comprehensive income 16,345,189 1,988,360 51,656 18,385,205
Derivative linancial inslruments 17 - 373,053 - 373,053
(Mher assels - 190,543 - 190,543
Investment properiies - - 2,041,574 2,041,574
16,667,333 2,554,944 2,093,230 21,315,507
Liabilitics
Nerivative finamcial instruments i7 - 144,835 - 144,835
Other liabilities - 190,543 - 190,543
- 335,378 - 335,378
For diselosure purposcs
Imvestments measured ab amortised cost 1,359,862 153,445 - 1,543,307
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Motes to the condensed consolidated interim financial information
for the three month period ended 31 March 2018 (continued)

23 Fair value measurement (continued)

The below table shows the hierarchy used by the Group to determine the fair value of the asscts and
liabilities that arc measurcd at fair value or for which [air wvalue information is disclosed as at

31 Drecember 2017 (audited):

Level 1 Level 2 Level 3 Total
Notes AED'D00 AED 000 AEDO00 AED 000
Assets
Held for trading investments i 1,526 - - 1.526
Financial asscts desipnated at fair
value through profit or loss in 49 148 2980 - 52,12%
Available for sale investments 10 15,586,775 2,055,865 33,795 17,696,435
Derivative linancial instruments 17 - 203,820 - 203,320
Other assets = 188,140 - 188,140
Investment properties - = 2,040,269 2,040,269
15,637,449 2450805 2,094,064 20,182,318
Liabilities
Derivative financial instruments i7 - 147,252 - 147,252
Other liabilities - 188,140 - 188,140
- 335,392 - 335392
For disclosure purposes
Held to maturity investments 3,300,745 30,453 - 3,331,198

During the period ended 31 March 2018, there were no transfers between Level | and Tevel 2 fair value
measurements, and no transfers into and out of Level 3 fair value measurements (31 December 2016: Nil).

Movement of financial assets measured based on the Level 3 hierarchy is as follows:

31 March

2018

AED'O00

(unaudited)

Opening balance 2,094,064
Additions 2,222
Settlement/sale (3,067)
Net loss on fair valuation s
Exchange differences 11
2,093,230

31 December
2m7

AELY 000
{audited)

2,086,554
40,116
(5,500)

(27,188)
82

2,094,064

The tair value of the Group’s assels and liabilitics is not materially different from the carrying valuc at
31 March 2018 sincc assets and liabilities are either short-lerm in nature, valued using quoted market
prices or, in the case of loans and advances and deposits, frequently re-priced. The fair value of held to

maturity invesiments are disclosed above.
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for the three month period ended 31 Mareh 2018 (continued)

24 Impairment allowance

The movements in impairment allowance during the period/year are as follows;

AL L January (as per TAS 39)
Elleet of change in aceounting policy for IFRS 9

AL L January (restated as per IFRS 9)
Charge for the periodfyear

(met of write backs)
Amounts writtcn off [ transferred
Forcign currcncy translation

3 Mareh 2018

A1 December 2017

Tigrairoend
allowance
AEDQH
(unaudited)

3,121,576
896,404
4,017,980
198,002
(166,002)
1,043

4,051,023

Specilic
impairment
allowince
AED 000
{andited)

1,354,461
1,354,461
1,059,189

(743,107)

2,176

1,672,719

Collective
impairment
nlowance
AED'000
(mdited)

1,524,958

1,524,958

(73,034)
(4,113)

1048

Tutal
impairment
allowance
AED'000
{andited)

2,879,419

2,879,419
986,155

(747,222)
31,224

1,448,857 3,121,576

The table below shows allocation of impairment allowance:

Cash and balunces with contral banks

D [rom Banks

Largms amd advances measured al amortized cost

Investmenl seeuritics at smoriized cost

Other ussels

Letter of credit, financial puarantces and undrawn loan
commitments

31 March 2008

31 December 2017

Impairment
allowance
AED'000
(unandited)

L171
2,500
3,958,607
8,674
19,891

ol,174

4,051,023

apecilic
impairment
allowance
AED000
{audited)

104
1,661,797

10,818

1,672,719

Collective

impairment

allowange
AEDO00
(audited)

1448857

1448 857

Total
impairment
allowanee
AED'000
(andited)

104
3,110,654

0,818

3121576
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