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Boubyan Bank

Kuwait on: 20/01/2020
Ref: 7782/2020

M/s Boursa Kuwait
State of Kuwait

Subject: Annual Financial Statements for the Year Ended December 312019

With reference to the above subject, we would like to inform you that the Central
Bank of Kuwait has approved our bank’s closing financial statements for the year ended
December 31* 2019 in addition to approving the recommendations of the board of
directors to make the following distributions:
1- Cash dividends valuing 9% of the share’s nominal value (9 fils per share).
2- Distribution of bonus shares valuing 5% of the issued and paid-up capital (5
shares per each 100 shares).
Attached herewith is the form of the annual financial statements for the year ended
December in addition to a copy of the approval of the Central Bank of Kuwait of the
financial statements of our bank for the said period.
Furthermore, in line with the requirements of Boursa Kuwait Rulebook issued by virtue
of resolution no. 1 of 2018 applicable to listed companies classified under the “Premier
Market Segment” under which Boubyan Bank is categorized, Boubyan Bank is pleased
to announce the Analysts’ Conference to be held via Live Webcast at 1:00 pm (Local

Time) on Thursday, January 23% 2020. Interested analysts may contact our bank at:

Investor-Relations@bankboubyan.com in order to be provided with the link to the said

conference:

Abdul

: El/)Wah‘a.b Al-Majed
Vice-Chairman & Chief Executi

!

glag el i -
Boubyan Barnk

014

E o e - B

P.0.Box 25507 25507 .u.p
Safat 13116 Kuwait (ugsll 13116 dlanll
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Required Documents
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Approved financial statements
Approved auditor's report
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2018-12-31

2019-12-31
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Statement

12%

56,107,587

62,647,069

AV Sl aalisay palall (5 jluall) e ) Lila
Net Profit (Loss) represents the amount
attributable to the owners of the parent Company

6%

19.17

20.40

it all g Lplial] pguadl (5t Lay
Basic & Diluted Earnings per Share

29% 2,580,964,289

3,320,208,470

A glaiall s g gall
Current Assets

22% 4,344,778,232

5,300,548,473

Total Assets

26% 3,560,292,850

4,476,334,691

U5l il
Current Liabilities

20% 3,858,817,953

4,647,366,977

Sl e

Total Liabilities

41%

408,257,035

575,448,096

oW S, adbiaay Lalall L8L (5 g Jlaa)
Total Equity attributable to the owners of the
Parent Company

4%

139,721,003

145,768,916

i) Sl Y e
Total Operating Revenue

2%

82,966,038

84,705,424

el (5 jlasill) )1 LiLa
Net Operating Profit (Loss)

-7%

13.3%

12.4%

g il Juall ) / 4a8) jiall il
Retained Profit / Paid-Up Share Capital

Financial Results Form
Kuwaiti Company (KWD)
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Statement

10% 15,796,176

17,418,134

AV AS AN alisay paldll (5 i) o il
Net Profit (Loss) represents the amount
attributable to the owners of the parent
Company

4% 4.97

545

dasaall y ) pgudl (5 jld) d3ay
Basic & Diluted Earnings per Share

5% 34,788,221

36,379,090

bl clal Yl Ml
Total Operating Revenue

= 19,567,377

19,484,568

Dbl (5 sl o N ila
Net Operating Profit (Loss)

e Not Applicable for first Quarter

IV ol e gy

Increase in operating income by KD 6,048,139
which was mainly due to the increase in
financing income by KD 24,686,740 which was
offset by the increase in finance cost and
distribution to depositors by KD 25,534,242. In
addition to the increase in net investment income
and fees and commission by KD 3,104,370 and
KD 2,992,324 respectively.

KWD 1,863,580

KWD 1,267,531

dgd Al &3 6,048,139 lees Lladill cilal Yl 8ok
e sl @iyl oSG ) ey JSd
disadl) Gl A a) WL sy &424,686,740
ALaYy 225,534,242 faw (ueagall o clay gl
lagy) Sl Al s L) @bl ) a8 5l )
o &4 2,992,324 5 &2 3,104,370 aaay Y ganlly
sl

S 1,863,580

S 5l 1,267,531

Financial Results Form
Kuwaiti Company (KWD)

Gllall L il 3 i
(2) Ay y<h s il



-

L) Aagdll
A8 Cilay 348
9% A [HIKY
b G095 )l 25,953,735 Cash Dividends
) daie pgud Cilay 58
59 & Lua iy
4 G09S ,314,420,397 4esds ey 144,203,973 Bariis Share
oAl a5
»5sY &
-— r92 Y Other Dividend
- ] gl gisipe
" No Dividends
Jaa¥lide | oAl bl Jle o, 5ol il ggal y ek

Issue Premium

JolSIL godally analls 4,
dl 4.5 288,407,946 s
302,828,343 508y sl
el g8t G oe s
Jle (sl (30 %5 231y, dxia
14,420,397 alas olodl

s

Capital Increase

Capital Decrease

Juall Gl 5 pagias

There are no comments raised by the auditor

Slball e lalaf cllaadle ol aa g Y

31 Gl g ) il
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Ll cila gl 3 Jols

Attach a copy of the financial statements approved by the Board of

Directors and the approved auditor's report

Financial Results Form
Kuwaiti Company (KWD)
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PO. Box 74 kuwait@kw.ey.com Kuwait

18-20th Floor, Baitak Tower ey.com/mena

Ahmed Al Jaber Street Tel : + 965 22408844, 22438060

Safat Square 13001, Kuwait
Fax: + 965 22408855, 22452080

www,deloitte.com

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BOUBYAN BANK K.S.C.P.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Boubyan Bank K.S.C.P (the “Bank”)
and its subsidiaries (together, the “Group”), which comprise the consolidated statement of
financial position as at 31 December 2019, and the related consolidated statement of profit or
loss, consolidated statement of other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2019, and
its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs), as adopted for use by
the State of Kuwait.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International’ Code of Ethics for Professional Accountants
(including International Independence Standards) (IESBA Code), and we have fulfilled our
other ethical responsibilities in accordance with the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current year. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is provided in that context.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BOUBYAN BANK K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)
We have identified the following key audit matters:

Credit losses on Islamic financing to customers

The recognition of credit losses on Islamic financing (“credit facilities™) to customers is the higher
of Expected Credit Loss (“ECL”) under International Financial Reporting Standard 9: Financial
Instruments (“IFRS 9”), determined in accordance with Central Bank of Kuwait (the “CBK”)
guidelines, and the provision required by the CBK rules on classification of credit facilities and
calculation of their provision (“the CBK rules”) as disclosed in the accounting policies and in
Note 3.4 to the consolidated financial statements,

Recognition of ECL under IFRS 9, determined in accordance with CBK guidelines, is a new and
complex accounting policy, which requires considerable judgement in its implementation. ECL
is dependent on management'’s Judgement in assessing significant increase in credit risk and
classification of credit facilities into various stages, determining when a default has occurred,
development of models for assessing the probability of default of customers and estimating cash
flows from recovery procedures or realization of collateral. Recognition of specific provision on
impaired facility under the CBK rules is based on the instructions by CBK on the minimum
provision to be recognized together with any additional provision to be recognised based on
management estimate of expected cash flows related to that credit facility.

Due to the significance of credit facilities and the related estimation uncertainty and judgement
in the impairment calculation, this was considered as a key audit matter.

Our audit procedures included assessing the design and implementation of controls over, inputs
and assumptions used by the Group in developing the models, its governance and review controls
performed by the management in determining the adequacy of credit losses.

With respect to the ECL based on IFRS 9, determined in accordance with the CBK guidelines,
we have sclected samples of credit facilities outstanding as at the reporting date and checked the
appropriateness of the Group’s determination of significant increase in credit risk and the resultant
basis for classification of the credit facilities into various stages. For a sample of credit facilities,
we have checked the appropriateness of the Group’s staging criteria, Exposure at Default
("EAD”) Probability of Default (“PD") and Loss Given Default (“LGD”) including the eligibility
and value of collateral considered in the ECL models used by the Group to determine ECL taking
into consideration CBK guidelines. We have also checked the consistency of various inputs and
assumptions used by the Group’s management to determine ECL.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BOUBYAN BANK K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)

Credit losses on Islamic Jfinancing to customers (continued)

Further, for the CBK rules provision requirements, we have assessed the criteria for determining
whether there is a requirement to calculate any credit loss in accordance with the related
regulations and, if required, it has been computed accordingly. For the samples selected, we have
verified whether all impairment events have been identified by the Group’s management. For the
selected samples which also included impaired credit facilities, we have assessed the valuation of
collateral and checked the resultant provision calculations.

Other information included in the Group's 2019 Annual Report
Management is responsible for the other information. Other information consists of the
information included in Group’s 2019 Annual Report, other than the consolidated financial
statements and our auditors’ report thereon. We obtained the report of the Bank’s Board of
Directors, prior to the date of our auditor’s report, and we expect to obtain the remaining sections
of the Group’s 2019 Annual Report after the date of our auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we
do not and will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information identified above and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
during the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed on the other information that we obtained prior to the date of this auditor’s report, we
conclude that there is a material misstatement in this other information; we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Management and Those C. harged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs as adopted for use by the State of Kuwait, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BOUBYAN BANK K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditors” report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.

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

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

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

* Conclude on the appropriateness of management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors’ report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BOUBYAN BANK K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements (continued)
We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current
year and are therefore the key audit matters, We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Bank and the
consolidated financial statements, together with the contents of the report of the Bank’s Board of
Directors relating to these consolidated financial statements, are in accordance therewith. We
further report that we obtained all the information and explanations that we required for the
purpose of our audit and that the consolidated financial statements incorporate all information
that is required by the Capital Adequacy Regulations and Financial Leverage Ratio Regulations
issued by the Central Bank of Kuwait (“CBK?”) as stipulated in CBK Circular Nos. 2/RB,
RBA/336/2014 dated 24 June 2014 and 2/LB.S. 343/2014 dated 21 October 2014 respectively,
the Companies Law No 1 of 2016, as amended, and its executive regulations, as amended, and by
the Bank's Memorandum of Incorporation and Articles of Association, that an inventory was duly
carried out and that, to the best of our knowledge and belief, no violations of the Capital Adequacy
Regulations and Financial Leverage Ratio Regulations issued by the CBK as stipulated in CBK
Circular Nos. 2/RB, RBA /336/2014 dated 24 June 2014 and 2/1.B.S. 343/2014 dated 21 October
2014 respectively, the Companies Law No 1 of 201 6, as amended, and its executive regulations,
as amended, or of the Bank’s Memorandum of Incorporation and Articles of Association, have
occurred during the year ended 31 December 2019 that might have had a material effect on the
business of the Bank or on its financial position.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BOUBYAN BANK K.S.C.P. (continued)

Report on Other Legal and Regulatory Requirements (continued)

We further report that, during the course of our audit, we have not become aware of any violations
of the provisions of Law No. 32 of 1968, as amended, concerning currency, the CBK and the
organisation of banking business, and its related regulations during the year ended 31 December
2019 that might have had a material effect on the business of the Bank or on its financial position.

WALE?ED A. AL OSAIMI . AL-WAZZAN
LICENCE NO. 68 A LICENCE NO. 62/A

EY DELOITTE & TOUCHE
(AL-AIBAN, AL-OSAIMI & PARTNERS) AL WAZZAN & CO.

5 January 2020

Kuwait
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS 0 Bk
For the year ended 31 December 2019
2019 2018

Notes KD ‘000s KD “000s
Income
Murabaha and other Islamic financing income S 207,629 182,942
Finance cost and distribution to depositors (88,170) (62,636)
Net financing income 119,459 120,306
Net investment income 6 4,155 1,051
Net fees and commission income 7 16,428 13,436
Share of results of associates 16 2,040 1,917
Net foreign exchange gain 3,687 3,011
Operating income 145,769 139,721
Staff costs (36,094) (33,633)
General and administrative expenses (17,078) (18,834)
Depreciation (7,892) (4,288)
Operating expenses (61,064) (56,755)
Operating profit before provision for impairment 84,705 82,966
Provision for impairment 8 (18,711) (23.839)
Operating profit before taxation and board of directors’ remuneration 65,994 59,127
Taxation 9 (2,867) (2,557)
Board of directors’ remuneration (450) (360)
Net profit for the year 62,677 56,210

Attributable to:

Equity holders of the Bank 62,647 56,108
Non-controlling interests 30 102
Net profit for the year 62,677 56,210
Basic and diluted earnings per share attributable to the equity holders of

the Bank (fils) 10 20.40 1917

The notes from 1 to 32 form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION Sy
As at 31 December 2019
2019 2018

Notes KD “000s KD *000s
Assets
Cash and balances with banks 11 232,393 83,805
Deposits with Central Bank of Kuwait 306,156 244,685
Deposits with other banks 12 427,347 237,088
Islamic financing to customers 13 3,728,772 3,262,285
Investment in Sukuk 14 306,315 309,339
Other investment securities 14 101,215 73.500
Investments in associates 16 33,144 28916
Investment properties 17 46,555 24,036
Other assets 18 32,422 24,088
Property and equipment 86,229 57.036
Total assets 5,300,548 4,344,778
Liabilities and Equity
Liabilities
Due to banks 236,480 97,216
Depositors’ accounts 4,347,226 3,720,935
Other liabilities 19 63,661 40,667
Total liabilities 4,647,367 3.858.818
Equity
Share capital 20 288,407 238,847
Share premium 21 156,942 62,896
Proposed bonus shares 22 14,420 11,942
Treasury shares 23 (54) (643)
Statutory reserve 24 31,848 25251
Other reserves 25 22,114 19,165
Retained earnings 35,817 31,707
Proposed cash dividends 22 25,954 19,092
Equity attributable to equity holders of the Bank 575,448 408,257
Perpetual Tier 1 Sukuk 26 75,388 75,388
Non-controlling interests 2,345 2,315
Total equity 653,181 485,960
Total liabilities and equity 5,300,548 4,344,778

% .
Mabimoud Yousef Al-Fulaij Adel Abdul Wahab Al Majed

Chairman

Vice Chairman & Chief Executive Officer

The notes from 1 to 32 form an integral part of these consolidated financial statements.
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