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Arab Regional Payments Clearing and Settlement Organization

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

21 SIGNIFICANT ACCOUNTING POLICIES continued

Leases continued

The right-to-use asset recognized when the lease is capitalized is initially measured at cost, which comprises the initial
amount of lease liability plus any lease payments made at or before the commencement date, and any initial direct cost
incurred. Where applicable the cost of the right-to-use asset includes an estimate of the cost to dismantle and remove
the underlying asset or to restore the underlying asset or the location. The right-to-use asset is subsequently stated at
cost, less accumulated depreciation and impairment losses.

The Organization rents offices and defined space and services of data centers from which it operates, with lease
contracts that do not exceed 12 months. The Organization has decided to apply the exemption relating to short term
leases by not recognizing the “right of use” asset and “lease liability” in the statement of financial position. The
organization has also decided to apply the low-value asset recognition exemption to office equipment leases, if any.
Accordingly, lease payments on short-term leases and leases of low-value assets are recognized as expenses on a
straight-line basis over the term of the lease.

Revenue recognition

Revenue is recognized when there is probable economic benefits flowing for the Organization and the flow can be
measured reliably. The organization follows the following criteria for revenue recognition:

. Income from transactions: it is the fees collected by the Organization from participants in clearing services
that are related to the services of clearing and seftlement transactions of financial Organizations. Revenue
generated from these transactions is recognized at the time the transaction is completed. Claims are submitted
to participants on a monthly basis.

° Income from recurring transactions: it includes fees for inquiry, search, verification, report requests, and
others, which are recognized when the requested service is provided.
° Income from non-recurring transactions: it includes fees for account opening in the system and others,

which are recognized upon agreement with the client.

Foreign currency transactions

Transactions in foreign currencies are recorded at the exchange rates prevailing on the dates of the transactions. Assets
(excluding fixed assets and intangible assets) and liabilities denominated in foreign currencies at the date of the
statement of financial position are converted to US Dollars at the exchange rate prevailing on that date.

Important judgments in applying accounting policies

IFRS requires management, in preparing financial statements, to select suitable accounting policies, apply them
consistently and make judgements and estimates that are reasonable and prudent. In the absence of an applicable
standard or interpretation, management is required to develop and apply an accounting policy that results in relevant
and reliable information in the light of the requirements and guidance in IFRS dealing with similar and related issues
and the International Accounting Standards Board (IASB) Framework for the Preparation and Presentation of
Financial Statements.

Judgments

The following are the judgments made in applying the Organization’s accounting policies that the management
believes will have an impact on the amounts recognized in the financial statements:

Going concern

Management has assessed the Organization's ability to continue as a going concern and has concluded that the
Organization has adequate resources to continue its operations for the foreseeable future. The assessment was based
on areview of the Organization's financial performance, cash flow projections, and other relevant factors. In making
this assessment, management has considered the following factors:

*  The Organization's projected financial performance, including revenue and profitability, to reach US Dollars
48,501,000 by 31 December 2026 in present value terms.

*  The Arab Monetary Fund has undertaken the funding of capital and operating costs incurred by the
Organization as part of its contribution in the Capital of the Organization.
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Arab Regional Payments Clearing and Settlement Organization

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

2.1 SIGNIFICANT ACCOUNTING POLICIES continued
Judgments continued

Going concern continued

Based on the assessment, management has concluded that the Organization has adequate resources to continue its
operations for the foreseeable future. This assessment is based on information available as of the date of this disclosure
and management will continue to monitor the Organization's financial performance and cash flow projections to ensure
that it has the necessary resources to continue as a going concern. If the Organization's financial position were to
deteriorate, management would take appropriate action to address the situation, including seeking additional funding
or implementing cost-saving measures

Estimates
The key assumptions concerning the future and other key sources of estimation uncertainty at the statement of financial

position date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below:

Useful lives of property and equipment and intangible assets

The Organization’s management determines the estimated useful lives of its property and equipment for calculating
depreciation. This estimate is determined after considering the expected usage of the asset or physical wear and tear.
Management reviews the useful lives annually and the future depreciation charge would be adjusted where
management believes that the useful lives differ from previous estimates.

Impairment of property and equipment and intangible assets

Property and equipment and intangible assets are assessed for impairment based on the assessment of cash flows on
individual cash generating units when there is an indication of impairment. Cash flows are determined based on
contractual agreements and estimations over the useful life of the assets and discounted using a range of discounting
rates representing the rate of return on such cash generating units. The net present values are compared to the carrying
amounts to assess any probable impairment. Management is satisfied that no impairment provision is necessary on
property and equipment and intangible assets.

2.2 NEW AND AMENDED STANDARDS AND INTERPRETATIONS

The accounting policies adopted are consistent with those of the previous financial year, except for the following new
standards, interpretations and amendments effective as of 1 January 2022. The Organization has not early adopted any
other standard, interpretation or amendment that has been issued but is not yet effective.

e IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time
adopter,

IFRS 9 Financial Instruments — Fees in the ‘10 per cent’ test for derecognition of financial liabilities,

IAS 41 Agriculture — Taxation in fair value measurements,

Onerous Contracts — Costs of Fulfilling a Contract - Amendments to IAS 37,

Reference to the Conceptual Framework — Amendments to IFRS 3,

Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16.

These amendments had no impact on the Organization’s financial statements.
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Arab Regional Payments Clearing and Settlement Organization

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

2.3 NEW AND AMENDED STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET
EFFECTIVE

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of
the Organization’s financial statements are disclosed below. The Organization intends to adopt these new and amended
standards and interpretations, when they become effective.

TFRS 17 Insurance Contracts (effective for the financial period starting on or after 1 January 2023).

e (lassification of Liabilities as Current or Non-current — Amendments to IAS 1(effective for the financial
period starting on or after 1 January 2023).

e Definition of Accounting Estimates — Amendments to JAS 8 (effective for the financial period starting on or
after 1 January 2023).

s Disclosure of Accounting Policies —~ Amendments to IAS 1 and IFRS Practice Statement 2 (effective for the
financial period starting on or after 1 January 2023).

The Organization does not expect that the adoption of these new and amended standards and interpretations will have
an impact on its financial statements in future periods.

3 PREPAID EXPENSES AND OTHER RECEIVABLES
31 December 31 December
2022 2021
US Dollar US Dollar
Prepaid system licenses and subscriptions 1,142,365 394,857
Staff loans 533,773 320,907
Prepaid office rent - 93,388
Prepaid fees and other receivables 131,407 41,066
Fees and commissions receivables 3,150 -

1.810.695 850,218
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Arab Regional Payments Clearing and Settlement Organization

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

4 PROPERTY AND EQUIPMENT
Furniture
Computer and
hardware fixtures Total
US Dollar US Dollar US Dollar
2022
Cost:
At 1 January 2022 4,487,016 74,508 4,561,524
Written off (239) - (239
At 31 December 2022 4.486,777 74.508 4,561,285
Depreciation:
At 1 January 2022 741,544 17,242 758,786
Charge for the year 1,112,483 25.865 1,138,348
At 31 December 2022 1,854,027 43,107 1,897,134
Net carrying amount:
At 31 December 2022 2,632,750 31,401 2,664,151
2021
Cost:
At 1 January 2021 - - -
Additions 4.487.016 74,50 4.561.524
At 31 December 2021 4.487.016 74,508 4.561,524
Depreciation:
At 1 January 2021 - - -
Charge for the year 741,544 17,24 758,786
At 31 December 2021 741.544 17,242 758.786
Net carrying amount:

At 31 December 2021 3.745.472 57,266 3,802,738
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L

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

5 INTANGIBLE ASSETS

2022

Cost:
At 1 January 2022
Additions

At 31 December 2022
Amortisation:

At 1 January 2022

Amortisation for the year

At 31 December 2022

Net carrying amount:
At 31 December 2022

2021
Cost:
At | January and 31 December 2021
Amortisation:
At 1 January
Amortisation for the year
At 31 December 2021

Net carrying amount:
At 31 December 2021

6 PROVISIONS FOR EMPLOYEES®’ END OF SERVICE BENEFITS
The movement in the provision for employees end of service benefits is as follows:
31 December
2022

US Dollar

Opening balance 207,600
Charge for the year 193,454

401,054

Software
US Dollar

34,123,627

17,123
34,140,750
2,805,459
4,248,733

7,054,192

27,086,558
34,123,627

2,805,459

2,805,459

31,3181

31 December
2021

US Dollar
207,600

207,600
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Arab Regional Payments Clearing and Settlement Organization

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

7 ACCRUED EXPENSES

Technical support services accrual
Implementation of the system accrual
Staff provisions

Other accrued expenses

8 CAPITAL

31 December
2022
US Dollar

243,367
226,369
160,406
128.045

758,187

31 December
2021
US Dollar

690,000
418,921
121,942
283,565

1,514,428

Based on the decree of the Council of Governors of Arab Central Banks and Arab Monetary Organizations No. (10)
of 2017, which was approved by the Board of Governors of Arab Monetary Fund Resolution No (4) of 2018, Arab
Monetary Fund (The “Fund”) was assigned to establish a regional organization to administer the regional system for
clearing and settling Arab payments, and considering the costs incurred by the Fund as part of its capital contribution.
Paid up capital represents the amounts incurred by the Fund on behalf of the Organization up to the date of these
financial statements within the context of the authorized capital amounting to US Dollar 100 million. During the year
ended 31 December 2022, an amount of US Dollar 11,330,010 was incurred by the Fund on behalf of the Organization

(31 December 2021: US Dollar 52,217,070).

Capital
Additional contributed capital

9 EMPLOYEE SALARIES AND ALLOWANCES

Staff cost

End of service Benefits

Freight on Joining & Termination
Accumulated Leave

31 December

31 December

2022 2021

US Dollar US Dollar
52,217,070 52,217,070
11.330.010 -
63,547,080 52,217,070
Period from

inception

(note 1) to

31 December 31 December
2022 2021

US Dollar US Dollar
3,506,967 3,301,281
203,988 208,025
41,752 29,422
2,348 93,974
3,755,055 3,632,702



2022 | ANNUAL REPORT

Arab Regional Payments Clearing and Settlement Organization

NOTES TO THE FINANCIAL STATEMENTS
31 December 2022

10 GENERAL AND OPERATING EXPENSES

Period from
inception
(note 1) to
31 December 31 December
2022 2021
US Dollar US Dollar
Technical support expenses 2,838,034 1,380,000
Operating expenses of data centers and communication 1,132,799 1,339,398
Subscription licenses and maintenance 1,098,449 554,301
Swift licenses and operating system fees 260,962 459,115
Consultancy expenses 254,903 6,451,213
Board of Directors’ meetings remuneration and expenses 210,982 -
Office rentals, water and electricity, and other expenses 178,150 587,000
Official missions 63,678 -
6,037,957 10,771,027

11 DEPRECIATION AND AMORTIZATION
Period from
inception
(note 1) to
31 December 31 December
2022 2021
US Dollar US Dollar
Depreciation of property and equipment (note 4) 1,138,348 758,786
Amortization of intangible assets (note 5) 4,248,733 2.805.459

5,387,081 3,564,245

12 RISK MANAGEMENT

The main risk arising from the Organization’s financial instruments is currency risk. The management reviews and
agrees policies for managing this risk which are summarised below.

Foreign currency risk
Foreign currency risk is the risk that a financial instrument will fluctuate due to change in foreign exchange rates which
is limited since a significant portion of the monetary assets and liabilities are in UAE Dirhams and US Dollars. As the

UAE Dirham is pegged to the US dollar, balances in UAE Dirham are not considered to represent significant currency
risk.

Capital management
Capital is managed in a manner that will achieve the Organization's main objective as disclosed in note 1.

The Organization manages its equity and makes adjustments to it in light of changes in business conditions. no changes
were made in the objectives, policies or processes during the year ended 31 december 2022. Capital comprises of
capital and accumulated losses and is measured at USD 30,405,136 as at 31 December 2022 (2021: USD 34,249,096).
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