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About ESG WEISE

ESG Weise Global enables financial institutions to develop and strengthen integrated ECL, ICAAP, and Stress Testing
frameworks aligned with Basel lll / IV and CBUAE supervisory expectations.

IFRS 9 ECL Frameworks ICAAP Governance

Robust model design and provisioning accuracy Comprehensive capital adequacy planning

Stress Testing Validation & Documentation

Forward-looking risk and capital resilience Audit-ready and regulator-compliant systems




Why IFRS Compliance & Capital Services ?
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Alignment

@?
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SREP Expectations
ICAAP

Model Validation
requirements
under Basel Il / IV.

Risk
Integration

ECL models

Portfolio Concentration
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Capital adequacy
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Building
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Quantifying impact of

macroeconomic
shocks, sector stress,

and tail-risk events on

capital and
profitability.
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&
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Strengthened
governance,
independent model
review, and
alignment with
internal risk
appetite
frameworks.

Rational
Capital
Planning
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Integrating ECL
forecasts, ICAAP
projections, and
stress results into
capital allocation
and business
strategy.
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Readiness
For
Audits

SREP inspection
readiness, model
validation
traceability, and
transparent risk
disclosure across
ICAAP cycles.




Solution Architecture

Integrated Capital Risk Framework

ECL — ICAAP — Stress Testing —
Governance — Validation

Each pi||ar feeds into the next:

ECL models generate risk inputs (PD, LGD, EAD). ICAAP consolidates risk-weighted capital adequacy.

Stress Testing validates resilience under Governance ensures Board oversight and regulatory
macroeconomic shocks traceability.




ECL Framework Development

- Risk Capital from IFRS 9 Scenarios
0.030 1 EEm Positive Scenario
) Baseline Scenario
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Scenario Loss versus Simulated Loss
PD, LGD & EAD Modelling Statistical / expert-based models calibrated to Portfolio and rating migration.
ECL Policy & Methodology Definition of provisioning logic, staging, and write-off thresholds.
Macroeconomic Overlay Integration of forward-looking variables and scenario weightings.
Segmentation & Staging Logic Ditferentiation by asset class, credit quality, and behavioral patterns.

Governance & Validation Model governance, approval process, backtesting, and periodic validation.




ICAAP: Internal View of Capital Adequacy
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ICAAP Framework Development

Internal Capital Adequacy Assessment Process

Component Scope of Work

Risk Identification & Materiality Mapping Quantification of Pillar Il risks - liquidity, IRRBB, concentration,
reputation, strategy.

Capital Adequacy Methodology Economic capital computation, buffer design, and stress integration.

Governance & Documentation Policy design, internal oversight, and Board approval alignment.

Capital Planning Integration Linkage with strategic planning, profitability, and risk appetite.

SREP & Supervisory Readiness Template preparation, narrative documentation, and regulator engagement.




Objective and Deliverables for ICAAP Project

Project Objective

EEE I S S S S S S S S S . - .

Establish a robust ICAAP
framework aligned with Basel |
and regulatory expectations.

Ensure capital adequacy
against all material risks.

Diagnostic  assessment  of !
current practices and !
regulatory gaps. |

Framework design aligned
with  Basel and  local;
regulatory guidelines. I

Model calibration for Pillar III
risks (IRRBB, Concentration, !

Operational).
[

Integration with Stress Testing |
framework. [

Training and handover to
internal teams.

Key Deliverables

ICAAP/  Pillar I Policy |

(Governance, roles, responsibilities, I

and Board oversight)
[

ICAAP Methodology |
Guidelines  (Risk identification, |
quantification, and capital I

aggregation approach) \

ICAAP Tool/ Model (Automated |

templates for capital planning and |
scenario impact) |

Capital Planning Framework |
(Multi-year capital projection under |
baseline and stress conditions) I

Risk Appetite Linkage |
(Integration with strategic objectives) |

I
ICAAP Report and Board Pack

(standardized templates for I
submissions) |




Stress Testing Framework

Scenario Design & Resilience Testing

Stress Forecast Horizon

Reverse Stress Testing

|dentification of conditions that lead to capital breach events.

Portfolio Impact Simulation

Assessing changes in capital ratios, profitability, and liquidity buffers.




Objective and Deliverables for Stress Testing Project

Project Objective

Institutionalize an enterprise- :
wide stress testing i

liquidity resilience.

Strengthen forward-looking
risk management
capabilities

Framework and governance i

setup. :

Scenario design (regulatory |
and internal). !

!
Model integration across

credit, market, and liquidity |
|

risks. :

Tool development and
testing.
User training and

!

|

!

!

|
documentation :
!
!
|
!
!
|
!
!

Key Deliverables

_________________ 1
I

Stress Testing Policy
(Governance, frequency, approval, |
and escalation process) I

|
Stress Testing Methodology |

Guidelines (scenario design, model
linkage, and parameter calibration)

Stress Testing Tool (Automated
model for scenario simulation and
capital impact assessment)

Scenario Library |
(Macroeconomic, sectoral, and
idiosyncratic events) I

|
Integration with ICAAP and

Recovery Planning (Consistent !

risk management framework) |
|

MIS & Dashboard (visualization of !
stress outcomes: Excel dashboard)
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Validation & Governance Framework

Area
Model Validation
Documentation & Traceal

Key Deliverables

Model Validation: Independent quantitative review, backtesting, benchmarking, and

challenger model creation.

Governance & Control
Documentation & Traceability: End-to-end methodological paper, data lineage, and

assumptions log.

Governance & Control: Model Risk Policy, periodic review mechanism, and Board

oversight templates.




Commitment to Excellence: Our Framework for Project Success and
Implementation

Key Pillars of Commitment

BT AT AT E e Governance and Quality
Assurance

Clear Project Objectives Partnership and Alliances Hybrid teams

Implement quality assurance
processes to ensure that
project deliverables meet the
defined quality standards.
Conduct regular quality

reviews and audits

We provide additional
support beyond project to
enhance the team’s
performance and success
given the dynamic nature of
the environment

A collaborative team
structure that includes both
onsite and offsite teams is
established to ensure
effective communication and
coordination between these

If required, we onboard
experts who bring the
resources, or capabilities as
are necessary for the
project's success.

We define clear and
measurable project
objectives, including specific
goals, deliverables, timelines,
and success criteria at the

start of the project, in
agreement with the senior teams to maximize
management productivity and
responsiveness
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With a responsive and flexible problem-solving structure, we swiftly deliver effective solutions,

adeptly navigating the dynamic business landscape

@ We cultivate collaboration through diverse mechanisms on a regular basis -~ .
@ Adaptive Methodologies —~ —~ — Years of experience
@ Pre-alignment E;ﬁi:\egi and O & Regular have sharpened our
@ Rapid Decision-Making AR/ A Discussions 28 Workshops @ o  Check-ins responsiveness and agility
~ ~ ~~ in assisting clients at every
. T , tage, from startups to
Strategic Agilit N — <. Proactive N . s ’
@ 8 gty C.ommumcatlons @ T @ Dedicated established firms, across
< Ve Shared S>>  Updates and ()] Feedback advisory, strategy to
Client-Centric Aglllty N gation N Risk Mitigation N iechanicns . 7,
implementation

Our forward-thinking approach ensures that your business stays ahead, embracing cutting-
edge solutions for sustainable success

Our forward-thinking approach is evident in our 100% project success

rate, highlighting the sustainability of our solutions. Regulatory Expertise @

"A consistently fantastic "Commendable effort! The "Impressive grasp of an jrom proposal to perfected Forward'Thmkmg Strategies @

experience with ESGWEISE team at ESGWEISE is not unknown industry, coupled gusiness plan, ESGWEISE

—always a pleasure to work only reliable but also highl with analytical and logical f e melifies professional ethigg . .
ysapiEas y : S0 el ye e and dedication to refining and Proactive Adaptation @
with! available. strategic thinking.

raising funds."
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Our ECL Tool

IFRS 9 EC LATION TOOL

As On Date DashBoard shBoard Link

30/09/2025  Retail 30/09/2025 Output Summary
30/09/2025 | BNPL 30/09,/2025
30/09/2025 |Loans

30/09/2025 | X¥Z

Read Me (Tool Instructions)

Input the Portfolio Date in "Home" Sheet for which the ECL needs to be computed
Input Portfolio Wise Data in each Portfolio Sheet, for which the ECL needs to be ¢g

Input Data should not be linked to any formula or external sheet, remog Dashboard2: Institution Wide Outstanding and ECL Table and Chart

Ensure all manadatory fields are filled and not left blank Dashboard3: Portfolio and Institution Wide Outstanding and ECL Table «

Color Code for the Dashboard Files
Stage 1 Outstanding and Stage 1 ECL

Color Code for the Product Portfolio Files

Manual Data Input

Stage 2 Outstanding and Stage 2ECL

Automatic Tool Calculation

Automatic Tool Output Stage 3 Outstanding and Stage 3 ECL

Mot Applicable Data or Link Error {under check columns), needs to be checked before ECL finalization

Stage Wise ECL
BHD '000

Portfolio Wise Stage Wise Outstanding
To

5.38% 4.83%
11.40%
- 13.53%
75.19%
Portfolio Wise Stage Wise Qutstanding
Al Loans XYZ
mStage 1 nStage 2 mStage 3
83
144
ﬂ Stage Wise Outstanding
BHD '000
1,200 3,000
2,472
2,500
BNPL Loans 1,995
2,000
mStage 1 =Stage 2 MWStage 3
1,700 2_-,.0 1,500
- 148
1,200 122
1,000
o “
500
200
(300) Loans X1z R

Stage 2 mmmmStage 3 = Total OS

Outstanding

250

310 210
- /\/ N Stage3 | Total OS Stage3 | Total ECL ECL%
210 150 1 100,000 12,500 2,000 120,500 1,800 1,906 7,200 10,906 9.05%
160 = 100 2 125,000 15,625 10,000 150,625 2,250 2,383 9,100 13,733 9.12%

110
- ” - s ortfolio Wise Stage Wise ECI 3 156,250 19,531 12,500 188,281 2,813 2,979 11,375 17,166 9.12%
s 3 BHD '000 4 195,313 24,414 15,625 235,352 3,516 3,723 14,219 21,458 9.12%
el e Loans e 5 244,141 30,518 19,531 294,189 4,395 4,654 17,773 26,822 9.12%
— Stage 1 Stage 2 = Stage 3 =—Total OS
6 305,176 38,147 24,414 367,737 5,493 21,973 33,283 9.05%
7 381,470 95,367 19,073 495,911 17,166 38,576 7.78%
207 3 476,837 119,209 23,842 619,888 21,458 48,220 7.78%
Total A 1,984,186 355,312 132,986 2,472,483 120,264 210,164  8.50%
24
Portfolio Wise Stage Wise 21
v i “Loans. E m OUtStanding
Restail BNPL Loans XYZ

m5tage 1 WStags 2 mStage 3 Portfolio Name Stage 3 Total ECL ECL%
1 72,500 7,250 7,576 870 3,915 12,361 14.70%
2 90,625 9,063 105,125 9,470 1,088 5,111 15,669 14.91%
3 113,281 11,328 131,406 11,838 1,359 6,389 19,586 14.91%
4 141,602 14,160 164,258 14,797 1,699 7,986 24,483 14.91%
BNPL 5 177,002 17,700 10,620 205,322 18,497 2,124 9,983 30,604 14.91%
6 221,252 22,125 13,275 256,653 23,121 2,655 12,479 38,255 14.91%
Stage 2 mStage 3 7 276,566 27,657 16,594 320,816 28,901 3,319 14,935 47,154 14.70%
3 345,707 86,427 17,285 449,418 36,126 10,371 15,557 62,054 13.81%




ICAAP & Stress Testing

Credit Risk: Counterparty Concentration Risk (Counterparty Group Failure) AED "000
Baseline Scenario Minor Moderate Major C A R R a t 1 o

Top1 Top 2 Top 3
Groups Failure Groups Failure Major

Particulars
30/09/2025

Top Counterparty Group Exposure na 1,302,659 1,569,900

Moderate

Expected loss (60%) (Note 1) 781,595 941,540

Loss of Interest Income [3MEIBOR + 50bps) 34,215 41,234 Minor Capital Provisioning
Total Loss 815,810 083,174 Baseline Soet

Profit/ (Loss) (486.724) (654,088)

Capital estimated (before Pillar Il charge) 6,581,914 5,988,010 5, 0% 20% 40% 2000000

200,000.00

Capital estimated (after Pillar 1l charge) 5,081,914 4,488,010 4,26, i mr
m Liquid to Total Assets 15000000
Risk Weighted Assets 7,869,815 7,869,815 7,869,8. >
, . . CAR (before Pillar 1) 100,000.00
Capital Adequacy Ratio (before Pillar 1l charge) 83.63% 76.09% 73.27%
50,000.00
Change in CAR (before Pillar Il charge) na -7.55% -10.37% . I
Capital Adequacy Ratio (after Pillar Il charge) 64.57% 57.03% 54.21% Baseline Scenario Minor Moderate Major
Change in CAR (after Pillar Il charge) na -7.55% -10.37% mTotal Loss W Profit/ (Loss)

ABCLLC 948,327 948,327 na
XYC LLC 354,332 na 1,302,659

Profit & Loss Impact and Capital Adequacy under different Level of Stress 30/09/2025

Capital Adequacy Ratio

WERF LLC 267,241 na na P&L Impact (AED "000) a%
Stress Scenario and Shocks M!ml: Change in CAR (%)
Minor |Moderate Major Minor e Major
ate
ALM Market Risk: Price shock on Equity Portfolio Counterparty Concentration Risk 593,905 815,810 76.1% 73.3% 75%  -10.4%
[Failure of Top 1. Top 2 & Top 3 Counterparty Groups]
Baseline Scen Minor Moderate Increase in Stage 2 and Stage 3 (NPL) Exposure 170,630 205,237 215% | B1.0% _27% 7 6% 3.8

[Inerease by 155, 255 & 50 under both, Stage 2 & 3]

Change in Wet.of Macro Economic Scenario (In IFRS9
10% 15% ECL model)

Particulars

1c 2707 4990 83.6% B83.5% || -0.03% -006% -0.11%
[Good:Baze:Bad - 205 30005007, 1520150 F0M,
Market Value of Investments 360,915 324,823 306,777 0o (e 00 ]
Interest Rate Risk on Banking Book (1 Year Horizon) N
Fall in the Market Value due to Shock na 36,091 54,137 2 |AML - IRRBE 23 [Adverse shock in Interest Rate by 157, 237 434) shelel die “lless e 1.8%
Capital estimated (before Pillar Il ch 6,581,914 6,545,823 6,527,777 35 |Interest Rate Shock on Fixed Income Portfolio B3.3% | B2.6% | BL4% || -0.4% | -10% | -2.2%
[Adverse shock in Interest Rate bu 13, 25, 4]
Capital estimated (after Pillar Il charge 5,081,914 5,045,823 5,027,777 AML - Market ., | Foreign Exchange Shock a2 I | co5% |720% | 5% | sox DR
Risk Weighted Assets 7,869,815 7,869,815 7,860,815 Risk | | ([AduerseshookinFxRate by 5o 100 157 : ' ' ' ' '
. . . Price shock on Equity Portfolio
Capital Adequacy Ratio (before Pillar Il charge) 83.63% 83.18% 82.95% 3 Aduerse shook inqpn:'; by 105, 1524, 2524 36081 54137 00,220 B33% B29% |815% | -05% 07k @ -11%
Change in CAR (before Pillar Il charge) na -0.46% -0.69% 45 | Withdrawal of Total Deposits se952 73753 10955alle3mm | B2 % | a2 2% || 0%k | 10w | -14%
. . . o o o ALM - Liguidity [Depasit withdrawal by 155, 252, 355 ! ! ! ' ’ ’ ' ’ ’
Capital Adequacy Ratio (after Pillar Il charge) 64.57% 64.12% 63.89% 4 ek Withdrawal of Top Depositors
Change in CAR (after Pillar Il charge) na 0.46% -0.69% 4h [q'l.-\nl'i.tlv'zldraw al- Top 1 by 503, Tap 2 by 5054 and Tap 3: by 55741 67,742 74281|/ B29% 828% 8227% || -07% | -09% | -0.9%




Reference Projects ECL ESGWe.se

Bahrain Based Fintech IFRS 9 ECL Model Development, Policy governance documentation, Audit support
shrain Based Fintec and CB query resolution
Small Sized Bank in Develop PD, LGD, EAD and ECL models for Retail, Corporate and Investment
Bahrain portfolio, and Automate the entire ECL calculations process.
IERS 9 Model Review Review of IFRS 9 modelg developed for personal loans and SME portfolios
considering the requirements under IFRS 9

IFRS 9 Model Validation Validate the existing IFRS 9 models involving quantitative and qualitative validation

IFRS 9 Model Revamp Enhance the Bank's IFRS 9 quel suite by improving accuracy, robustness, and
regulatory alignment across all components.

IERS 9 Model Validation Validate its existing IFRS 9 modelsflgrv;):]v;\rl\g I(zq(u:antltatlve and qualitative validation




Reference Projects ICAAP & ST W

ESGweise

ICAAP Review and Review and enhancement of existing ICAAP framework to align with revised Basel
Enhancement lIl and local regulatory requirements

ICAAP Framework Development of ICAAP framework including identification of material risks, risk
Implementation appetite linkage, capital adequacy assessment and governance structure.

Pillar Il Risk Identification Developed quantification methodology for Pillar Il risks including concentration,
and Quantification IRRBB, and strategic risk.

Scenario Design and Developed macroeconomic and idiosyncratic scenarios for bank-wide stress
Model Integration testing, integrating results into ICAAP and Recovery Plan.

Enterprise-wide Stress Design and implementation of stress testing framework covering credit, market,
Testing Framework liquidity, and operational risks.

Credit Portfolio Stress Developed credit stress testing model to assess impact on PD/LGD, staging, and
Testing Implementation capital requirements under various downturn scenarios




Reference Projects — Others W

ESGweise

IERS 16 Treat - Inclusion of the PPE and Lease end of life expenses in the calculations and
S provisioning.

Assurance o

Sustainability Linked Providing Assurance on the sustainability linked loan.
Loan

'Ir':::;::\t?:r:nancnal Internal Training and Capacity Building on ICAAP, Capital Risk, Provisioning.




Major Team Credentials
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At ESGWEISE, Managing Your Financial Risk

@ (+971) 58 828 5373 Sumit@esgweise.com
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