r &

Boubyan Bank

Kuwait on: 29/01/2023
Ref: 3912/2023

Mr. Mohammad Saud Al-Osaimi
CEO
Boursa Kuwait

Dear Sir,

Subject: Annual Financial Statements for the Year Ended December 31% 2022

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% 2022 in addition to approving the recommendations of the board of
directors to make the following distributions:
3- Cash dividends valuing 6% of the share’s nominal value (6 fils per share).
4- Distribution of bonus shares valuing 6% of the issued and paid-up capital (6
shares per each 100 shares).
Attached herewith is the form of the annual financial statements for the year ended
December 31% 2022 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, February 02" 2023. Interested analysts may contact our bank at:
Investor-Relations@bankboubyan.com in order to be provided with the link to the said
conference.
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Approved financial statements.

Approved auditor's report

This form shall not be deemed to be complete unless the
documents mentioned above are provided

Statement

2021-12-31 2022-12-31
91 38, 401 by gl (Byluidl) 20,0l Lo
19% 48,494,427 57,785,613 Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
Aadselly Al I (5ylus) &
15% 12.35 14.18 aks= _ R Wit
Basic & Diluted Earnings per Share
agluall cilsg=sll
18% 3,886,719,579 4,568,720,430 S aebe
Current Assets
&l fJla]
7% 7,351,899,173 7,880,757,415 b
Total Assets
gluzll =gl
6% 5,771,574,088 6,094,911,105 st % Lo
Current Liabilities
Ebgllall Jlas)
5% 6,601,827,423 6,901,058,423 o 0 o e
Total Liabilities
1 38,81 aliss Bl 2SI Boa> Jlaa]
42% 563,537,167 798,633,983 Total Equity attributable to the owners of the
Parent Company
Aladill clsl ¥l Jlea)
7% 187,781,208 201,363,222 .
Total Operating Revenue
Ll (Bylessiell) sl Lo
0% 100,543,462 100,568,429 : Sl
Net Operating Profit (Loss)
RS dzgs ¥ godall JUI Laly / AaSIRL lacid|
Nil Nil Accumulated Loss/ Paid-Up Share Capital
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Statement
2021-12-31 2022-12-31
1 28, 401 el polinll (5)lull) ! Lo
45% 16,602,272 9,198,006 Net.Proﬁt (Loss) represents the amount
attributable to the owners of the parent
Company
Raaselly Lol el (55 less) 2
-36% 3.90 2.46 = Sl gy (3)lees) 2y
Basic & Diluted Earnings per Share
Ala ATl olalyyl JL._-,[
3% 46,857,567 48,283,052 :
Total Operating Revenue
ET LN (S{OPEN 1) PR [
12% 24,324,360 21,482,450 _ _ peasiliniemiieslgte
Net Operating Profit (Loss)

e Not Applicable for first Quarter

J¥l )l e gilasy Y @

The increase in net profit for the year ended 31
December 2022 compared to the year ended 31
December 2021 is mainly due to the increase in net
financing income by KD 9,715,567, the increase in
net fees and commission income and net foreign
exchange income by KD 4,338,147 and KD 1,565,019
respectively and the decrease in the Provision for
impairment by KD 7,144,107; Which was partially
offset by an increase in operating expenses by KD
13,557,197 and the decrease in net investment
income by KD 2,036,518.

2022 pesws 31 @ ! 2l 2y Lo @ £ las¥l sem
dl sy JSy 20271 pawns 31 § Aull daadly &3lae
s 9,715,567 jliay dogetll syl dlo & 3aL3I
Jigzms ) los wigealls LLaI¥l wlol) dle  5aLslly
«2.31,565,019 iliass 2.5 4,338,147 lia; 2uni cdlee
fees Ll palassl paake § palax¥ly Jlsdll e
Sligyall § sobs Lize alls sdlly ols 7,144,107
dle § oplazly .l 13,557,197 il lasd

.2.32,036,518 jlay slatiaadll il

KWD 3,842,984

KWD 1,004,555
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2. | Qualified Opinion O L= gl | .2
3. | Disclaimer of Opinion O gl elulpue | 3
4. | Adverse Opinion O oSlassly | .4
In the event of selecting item No. 2, 3 or 4, Wi cam 4 51 3 012 8y iy Hlas |l
the ff)llowing table must be fillgd (?ut, and this form is not i85 i o Lo e gl 1 ins Y o J1 gl
considered complete unless it is filled.
N/A
N/A
N/A
N/A
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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 2022, 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 2022, 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 by the
Central Bank of Kuwait (“CBK?) 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 Auditors’ Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’
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
key audit 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 matter:

Credit losses on Islamic financing to customers

The recognition of credit losses on cash and non-cash 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 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 in Note 3.5 and Note
13 to the consolidated financial statements.

Recognition of ECL under IFRS 9, determined in accordance with CBK guidelines, is a 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. This is further
heightened by the high degree of estimation uncertainty due to the inflationary pressure and
high profit rate environment.

Our audit procedures included assessing the design and implementation of controls over the 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. Further, our audit
procedures were updated to incorporate consideration of the current inflationary pressure and
high profit rate environment, including a focus on rescheduled credit facilities.
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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 financing to customers (continued)

With respect to the ECL based on IFRS 9, determined in accordance with the CBK guidelines,
we have selected samples of credit facilities outstanding as at the reporting date, which included
rescheduled credit facilities, and evaluated the Group’s determination of significant increase in
credit risk and the resultant basis for classification of the credit facilities into various stages. We
involved our specialists to review the ECL model in terms of key data, methods and assumptions
used to ensure they are in line with IFRS 9 requirements, determined in accordance with CBK
guidelines. For a sample of credit facilities, we have evaluated 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 and the overlays considered by the management in view of the ongoing
inflationary pressure and high profit rate environment, in order to determine ECL taking into
consideration CBK guidelines. We have also evaluated the various inputs and assumptions used
by the Group’s management to determine ECL.

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, which
included rescheduled credit facilities, 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 reperformed the resultant
provision calculations.

Other information included in the Annual Report of the Group for the year ended 31
December 2022

Management is responsible for the other information. Other information consists of the
information included in Annual Report of the Group for the year ended 31 December 2022, 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 auditors’ report, and we expect to obtain
the remaining sections of the Group’s Annual Report for the year ended 31 December 2022 after
the date of our auditors’ report.

Our opinion on the consolidated financial statements does not cover the other information and we
do 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 auditors’ report, we
conclude that there is a material misstatement of other information; we are required to report that
fact. We have nothing to report in this regard.
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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)

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the 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 the
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.

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:

» ldentify 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.

» 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 the management.
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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)

» 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.

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, actions taken to eliminate threats or safeguards applied.

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.



EY Deloitte

Building a better
working world

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

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 its amendments, and 2/1.B.S. 343/2014 dated 21 October
2014, and its amendments, respectively, the Companies Law No 1 of 2016, as amended, and its
executive regulations, as amended, or by the Bank's Memorandum of Incorporation and Articles
of Association, as amended, 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 its amendments and 2/1.B.S. 343/2014 dated 21 October 2014, and its
amendments, respectively, the Companies Law No 1 of 2016, as amended, and its executive
regulations, as amended, or of the Bank’s Memorandum of Incorporation and Articles of
Association, as amended, have occurred during the year ended 31 December 2022 that might have
had a material effect on the business of the Bank or on its financial position.

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
2022 that might have had a material effect on the business of the Bank or on its financial position.

ABDULKARIM ALSAMDAN BADER A. AL-WAZZAN

LICENCE NO. 208 A LICENCE NO. 62 A

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

29 January 2023

Kuwait



BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2022

2022 2021

Notes KD’000s KD’000s
Income
Murabaha and other Islamic financing income 5 283,712 223,185
Finance cost and distribution to depositors (116,489) (65,678)
Net financing income 167,223 157,507
Net investment income 6 6,763 8,800
Net fees and commission income 7 21,133 16,795
Net foreign exchange gain 6,244 4,679
Net operating income 201,363 187,781
Staff costs (60,256) (52,449)
General and administrative expenses (28,166) (25,223)
Depreciation (12,373) (9,566)
Operating expenses (100,795) (87,238)
Operating profit before provision for impairment 100,568 100,543
Provision for impairment 8 (43,607) (50,751)
Operating profit before taxation and board of directors’ remuneration 56,961 49,792
Taxation 9 (2,108) (1,257)
Board of directors’ remuneration (580) (580)
Net profit for the year 54,273 47,955

Attributable to:

Equity holders of the Bank 57,786 48,494
Non-controlling interests (3,513) (539)
Net profit for the year 54,273 47,955
Basic and diluted earnings per share attributable to the equity holders of

the Bank (fils) 10 14.18 12.35

The notes from 1 to 34 form an integral part of these consolidated financial statements.



BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2022

Net profit for the year

Other comprehensive (loss)/income

Items that are or may be reclassified to consolidated statement of

profit or loss in subsequent periods:

Change in fair value of debt investments at fair value through other
comprehensive income

Foreign currency translation adjustments

Items that will not be reclassified to consolidated statement of

profit or loss in subsequent periods:

Change in fair value of equity investments at fair value through other
comprehensive income

Re-measurement gain/(loss) on post-employment benefits (note 19).

Other comprehensive (loss)/income for the year

Total comprehensive income for the year

Attributable to:

Equity holders of the Bank

Non-controlling interests

Total comprehensive income for the year

2022 2021
KD’000s KD’000s
54,273 47,955
2,415 4,789
(2,708) (1,839)
(3,693) (157)
2,367 (484)
(1,619) 2,309
52,654 50,264
57,191 51,636
(4,537) (1,372)
52,654 50,264

The notes from 1 to 34 form an integral part of these consolidated financial statements.



BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2022

2022 2021
Notes KD’000s KD’000s
Assets
Cash and balances with banks 11 533,183 350,500
Deposits with Central Bank of Kuwait 247,802 225,858
Deposits with other banks 12 131,685 387,915
Islamic financing to customers 13 5,913,518 5,513,074
Investment in Sukuk 14 609,565 529,253
Other investment securities 14 155,156 125,875
Investment properties 16 33,618 21,706
Other assets 17 127,596 89,515
Property and equipment 128,634 108,203
Total assets 7,880,757 7,351,899
Liabilities and Equity
Liabilities
Due to banks 198,678 395,150
Depositors’ accounts 5,961,728 5,618,787
Medium term financing 18 637,629 485,371
Other liabilities 19 103,023 102,519
Total liabilities 6,901,058 6,601,827
Equity
Share capital 20 373,868 317,970
Share premium 21 316,942 156,942
Proposed bonus shares 22 22,432 15,898
Treasury shares 23 (54) (54)
Statutory reserve 24 46,761 40,651
Voluntary reserve 25 15,327 15,327
Other reserves 25 (3,788) (3,193)
Retained earnings 4717 4,100
Proposed cash dividends 22 22,429 15,896
Equity attributable to equity holders of the Bank 798,634 563,537
Perpetual Tier 1 Sukuk 26 150,385 150,385
Non-controlling interests 30,680 36,150
Total equity 979,699 750,072
Total liabilities and equity 7,880,757 7,351,899
é___?____&
Abdulaziz Abdullah Dakheel Al-Shaya Adel Abdul Wahab Al Majed
Chairman Vice Chairman & Group Chief Executive Officer

The notes from 1 to 34 form an integral part of these consolidated financial statements.
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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 2022, 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 2022, 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 by the
Central Bank of Kuwait (“CBK?) 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 Auditors’ Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’
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
key audit 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 matter:

Credit losses on Islamic financing to customers

The recognition of credit losses on cash and non-cash 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 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 in Note 3.5 and Note
13 to the consolidated financial statements.

Recognition of ECL under IFRS 9, determined in accordance with CBK guidelines, is a 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. This is further
heightened by the high degree of estimation uncertainty due to the inflationary pressure and
high profit rate environment.

Our audit procedures included assessing the design and implementation of controls over the 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. Further, our audit
procedures were updated to incorporate consideration of the current inflationary pressure and
high profit rate environment, including a focus on rescheduled credit facilities.
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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 financing to customers (continued)

With respect to the ECL based on IFRS 9, determined in accordance with the CBK guidelines,
we have selected samples of credit facilities outstanding as at the reporting date, which included
rescheduled credit facilities, and evaluated the Group’s determination of significant increase in
credit risk and the resultant basis for classification of the credit facilities into various stages. We
involved our specialists to review the ECL model in terms of key data, methods and assumptions
used to ensure they are in line with IFRS 9 requirements, determined in accordance with CBK
guidelines. For a sample of credit facilities, we have evaluated 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 and the overlays considered by the management in view of the ongoing
inflationary pressure and high profit rate environment, in order to determine ECL taking into
consideration CBK guidelines. We have also evaluated the various inputs and assumptions used
by the Group’s management to determine ECL.

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, which
included rescheduled credit facilities, 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 reperformed the resultant
provision calculations.

Other information included in the Annual Report of the Group for the year ended 31
December 2022

Management is responsible for the other information. Other information consists of the
information included in Annual Report of the Group for the year ended 31 December 2022, 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 auditors’ report, and we expect to obtain
the remaining sections of the Group’s Annual Report for the year ended 31 December 2022 after
the date of our auditors’ report.

Our opinion on the consolidated financial statements does not cover the other information and we
do 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 auditors’ report, we
conclude that there is a material misstatement of other information; we are required to report that
fact. We have nothing to report in this regard.
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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)

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the 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 the
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.

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:

» ldentify 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.

» 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 the management.
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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)

» 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.

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, actions taken to eliminate threats or safeguards applied.

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.
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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

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 its amendments, and 2/1.B.S. 343/2014 dated 21 October
2014, and its amendments, respectively, the Companies Law No 1 of 2016, as amended, and its
executive regulations, as amended, or by the Bank's Memorandum of Incorporation and Articles
of Association, as amended, 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 its amendments and 2/1.B.S. 343/2014 dated 21 October 2014, and its
amendments, respectively, the Companies Law No 1 of 2016, as amended, and its executive
regulations, as amended, or of the Bank’s Memorandum of Incorporation and Articles of
Association, as amended, have occurred during the year ended 31 December 2022 that might have
had a material effect on the business of the Bank or on its financial position.

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
2022 that might have had a material effect on the business of the Bank or on its financial position.

ABDULKARIM ALSAMDAN BADER A. AL-WAZZAN

LICENCE NO. 208 A LICENCE NO. 62 A

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

29 January 2023

Kuwait



BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2022

2022 2021

Notes KD’000s KD’000s
Income
Murabaha and other Islamic financing income 5 283,712 223,185
Finance cost and distribution to depositors (116,489) (65,678)
Net financing income 167,223 157,507
Net investment income 6 6,763 8,800
Net fees and commission income 7 21,133 16,795
Net foreign exchange gain 6,244 4,679
Net operating income 201,363 187,781
Staff costs (60,256) (52,449)
General and administrative expenses (28,166) (25,223)
Depreciation (12,373) (9,566)
Operating expenses (100,795) (87,238)
Operating profit before provision for impairment 100,568 100,543
Provision for impairment 8 (43,607) (50,751)
Operating profit before taxation and board of directors’ remuneration 56,961 49,792
Taxation 9 (2,108) (1,257)
Board of directors’ remuneration (580) (580)
Net profit for the year 54,273 47,955

Attributable to:

Equity holders of the Bank 57,786 48,494
Non-controlling interests (3,513) (539)
Net profit for the year 54,273 47,955
Basic and diluted earnings per share attributable to the equity holders of

the Bank (fils) 10 14.18 12.35

The notes from 1 to 34 form an integral part of these consolidated financial statements.



BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2022

Net profit for the year

Other comprehensive (loss)/income

Items that are or may be reclassified to consolidated statement of

profit or loss in subsequent periods:

Change in fair value of debt investments at fair value through other
comprehensive income

Foreign currency translation adjustments

Items that will not be reclassified to consolidated statement of

profit or loss in subsequent periods:

Change in fair value of equity investments at fair value through other
comprehensive income

Re-measurement gain/(loss) on post-employment benefits (note 19).

Other comprehensive (loss)/income for the year

Total comprehensive income for the year

Attributable to:

Equity holders of the Bank

Non-controlling interests

Total comprehensive income for the year

2022 2021
KD’000s KD’000s
54,273 47,955
2,415 4,789
(2,708) (1,839)
(3,693) (157)
2,367 (484)
(1,619) 2,309
52,654 50,264
57,191 51,636
(4,537) (1,372)
52,654 50,264

The notes from 1 to 34 form an integral part of these consolidated financial statements.



BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2022

2022 2021
Notes KD’000s KD’000s
Assets
Cash and balances with banks 11 533,183 350,500
Deposits with Central Bank of Kuwait 247,802 225,858
Deposits with other banks 12 131,685 387,915
Islamic financing to customers 13 5,913,518 5,513,074
Investment in Sukuk 14 609,565 529,253
Other investment securities 14 155,156 125,875
Investment properties 16 33,618 21,706
Other assets 17 127,596 89,515
Property and equipment 128,634 108,203
Total assets 7,880,757 7,351,899
Liabilities and Equity
Liabilities
Due to banks 198,678 395,150
Depositors’ accounts 5,961,728 5,618,787
Medium term financing 18 637,629 485,371
Other liabilities 19 103,023 102,519
Total liabilities 6,901,058 6,601,827
Equity
Share capital 20 373,868 317,970
Share premium 21 316,942 156,942
Proposed bonus shares 22 22,432 15,898
Treasury shares 23 (54) (54)
Statutory reserve 24 46,761 40,651
Voluntary reserve 25 15,327 15,327
Other reserves 25 (3,788) (3,193)
Retained earnings 4717 4,100
Proposed cash dividends 22 22,429 15,896
Equity attributable to equity holders of the Bank 798,634 563,537
Perpetual Tier 1 Sukuk 26 150,385 150,385
Non-controlling interests 30,680 36,150
Total equity 979,699 750,072
Total liabilities and equity 7,880,757 7,351,899
é___?____&
Abdulaziz Abdullah Dakheel Al-Shaya Adel Abdul Wahab Al Majed
Chairman Vice Chairman & Group Chief Executive Officer

The notes from 1 to 34 form an integral part of these consolidated financial statements.
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BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2022

Equity
attributable
Proposed Other Proposed  toequity  Perpetual Non-
Share Share bonus  Treasury Statutory Voluntary reserves Retained cash holders Tier1 controlling  Total
capital  premium  shares shares  reserve reserve  (note 25) earnings dividends of the Bank  Sukuk interests equity
KD’000s  KD’000s KD’000s KD’000s KD’000s  KD’000s KD’000s KD’000s KD’000s KD’000s KD’000s KD’000s  KD’000s

Balance at 1 January 2022 317,970 156,942 15,898 (54) 40,651 15,327 (3,193) 4,100 15,896 563,537 150,385 36,150 750,072
Profit/(loss) for the year - - - - - - - 57,786 - 57,786 - (3,513) 54,273
Other comprehensive loss for the year - - - - - - (595) - - (595) - (1,024) (1,619)
Total comprehensive (loss) / income for the year - - - - - - (595) 57,786 - 57,191 - (4,537) 52,654
Dividends paid (note 22) - - - - - - - - (15,896) (15,896) - - (15,896)
Right shares issues (note 20) 40,000 160,000 - - - - - - - 200,000 - - 200,000
Issue of bonus shares (note 22) 15,898 - (15,898) - - - - - - - - - -
Profit paid on Perpetual Tier 1 Sukuk - - - - - - - (6,068) - (6,068) - - (6,068)
Proposed bonus shares (note 22) - - 22,432 - - - - (22,432) - - - - -
Proposed cash dividends (note 22) - - - - - - - (22,429) 22,429 - - - -
Transfer to reserves - - - - 6,110 - - (6,110) - - - - -
Cost directly related to increase in share capital - - - - - - - (130) - (130) - - (130)
Other movement in non-controlling interests - - - - - - - - - - - (933) (933)
Balance at 31 December 2022 373,868 316,942 22,432 (54) 46,761 15,327 (3,788) 4,717 22,429 798,634 150,385 30,680 979,699
Balance at 1 January 2021 302,827 156,942 15,143 (54) 35,512 15,327 (21,958) 14,121 - 517,860 75,388 33,482 626,730
Profit /(loss) for the year - - - - - - - 48,494 - 48,494 - (539) 47,955
Other comprehensive income/(loss) for the year - - - - - - 3,142 - - 3,142 - (833) 2,309
Total comprehensive income/(loss) for the year - - - - - - 3,142 48,494 - 51,636 - (1,372) 50,264
Net transfer to retained earnings for equity

investment at FVOCI - - - - - - 15,623  (15,623) - - - - -
Issue of bonus shares (note 22) 15,143 - (15,143) - - - - - - - - - -
Redemption of Tier 1 Sukuk - - - - - - - - - - (75,388) - (75,388)
Issue of Tier 1 Sukuk (note 26) - - - - - - - (610) - (610) 150,385 - 149,775
Profit paid on Perpetual Tier 1 Sukuk - - - - - - - (5,349) - (5,349) - - (5,349)
Other movement in non-controlling interests - - - - - - - - - - - 4,040 4,040
Proposed bonus shares (note 22) - - 15,898 - - - - (15,898) - - - R ;
Proposed cash dividends (note 22) - - - - - - - (15,896) 15,896 - - - -
Transfer to reserves - - - - 5,139 - - (5,139) - - - - -
Balance at 31 December 2021 317,970 156,942 15,898 (54) 40,651 15,327 (3,193) 4,100 15,896 563,537 150,385 36,150 750,072

The notes from 1 to 34 form an integral part of these consolidated financial statements.
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BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2022
2022 2021

Notes KD’000s KD’000s
OPERATING ACTIVITIES

Net profit for the year 54,273 47,955
Adjustments for:
Provision for impairment 8 43,607 50,751
Depreciation 12,373 9,566
Foreign currency translation adjustments (6,269) (1,402)
Dividend income 6 (3,758) (3,053)
Net loss/(gain) from financial assets at fair value through profit or loss 6 1,774 (2,202)
Net loss/(gain) from sale of debt investments at FVOCI 6 649 (483)
Unrealized gain from change in fair value of investment properties 6 (2,184) (577)
Realized gain on sale of investment properties 6 (1,168) (475)
Share of results of associates 6 (712) (401)
Operating profit before changes in operating assets and liabilities 98,585 99,679
Changes in operating assets and liabilities:
Deposits with Central Bank of Kuwait 8,147 11,028
Deposits with other banks 6,904 7,288
Islamic financing to customers (433,243) (781,483)
Other assets (14,730) (3,097)
Due to banks (200,209) 113,779
Depositors’ accounts 350,659 511,059
Other liabilities 10,825 3,245
Net cash used in operating activities (173,062) (38,502)
INVESTING ACTIVITIES
Purchase of investment securities (378,445) (239,113)
Proceeds from sale/redemption of investment securities 236,786 203,675
Proceeds from sale of investment in associates 602 201
Proceeds from sale of investment properties 12,625 26,636
Purchase of investment properties (22,914) (680)
Purchase of property and equipment (32,803) (26,410)
Dividend income received 3,761 3,053
Net cash used in investing activities (180,388) (32,638)
FINANCING ACTIVITIES
Proceeds from increase in share capital and share premium 200,000 -
Cost directly related to increase in share capital (130) -
Profit distribution on perpetual Tier 1 Sukuk (6,068) (5,349)
Transaction costs on issue of Perpetual Tier 1 Sukuk - (610)
Redemption of Tier 1 Sukuk - (75,388)
Net proceeds from issue of Perpetual Tier 1 Sukuk - 150,385
Dividends paid (15,896) -
Net movement of non-controlling interest (933) 4,040
Issuance of medium term financing 152,225 181,495
Net movement in medium term financing (16,885) (7,215)
Net cash generated from financing activities 312,313 247,358
Net (decrease)/increase in cash and cash equivalents (41,137) 176,218
Net foreign exchange difference 4,555 2,590
Cash and cash equivalents at the beginning of the year 766,008 587,200
Cash and cash equivalents at the end of the year 11 729,426 766,008

The notes from 1 to 34 form an integral part of these consolidated financial statements.
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BOUBYAN BANK K.S.C.P AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

1.

2.2

2.3

2.4

INCORPORATION AND ACTIVITIES

Boubyan Bank K.S.C.P (“the Bank”) is a Kuwaiti public shareholding company incorporated on 21 September 2004,
in accordance with the Commercial Companies Law in the State of Kuwait, by Amiri Decree No. 88 published on
April 18" 2004, in accordance with the rules and regulations of the Central Bank of Kuwait (“CBK”). The Bank’s
shares were listed on the Kuwait Stock Exchange on 15 May 2006.

The Bank was licensed by the Central Bank of Kuwait to do business on 28 November 2004.

The Bank is principally engaged in providing banking services, in accordance with Codes of the Islamic Sharia’a, as
approved by the Bank’s Sharia’a Supervisory Board. The Bank’s Articles of Incorporation were amended by adding
a new activity, namely, offering securities or selling the same for their issuer, its affiliate or obtaining securities from
the issuer or its affiliate for remarketing (issuance management). In addition to the activity of purchase and sale of
land plots and all types of real estate properties for their financing purposes as per the provisions of Law no. 32 of
1968 Concerning Currency, the Central Bank of Kuwait, and Organization of the Banking Business.

The Bank is a subsidiary of National Bank of Kuwait S.A.K.P (“the Parent Company”).

The total number of employees in the Group was 2,266 employees as at 31 December 2022 (2,051 employees as at
31 December 2021).

The address of the Bank’s registered office is P.O. Box 25507, Safat 13116, State of Kuwait.

The consolidated financial statements were authorised for issue by the Board of Directors on 9 January 2023 and the
shareholders have the power to amend these consolidated financial statements at the annual assembly meeting.

BASIS OF PREPARATION

Statement of compliance

The consolidated financial statement of the Group has been prepared in accordance with the regulations for financial
services institutions as issued by the Central Bank of Kuwait (“CBK?”) in the State of Kuwait. These regulations require
banks and other financial institutions regulated by CBK to adopt the International Financial Reporting Standards as
issued by International Accounting Standards Board (IASB) with the following amendments:

(@) Expected credit loss (“ECL”) to be measured at the higher of ECL provision on credit facilities computed
under IFRS 9 in accordance with CBK guidelines or the provisions as required by CBK instructions along
with its consequent impact on related disclosures; and

(b) Recognition of modification losses on financial assets arising from payment holidays to customers as a result
of Covid-19 during the financial year ended 31 December 2020, as required by CBK circular
ref.2/BS/IBS/461/2020. Modification losses referred to in the circular, should be recognised in retained
earnings instead of consolidated statement of profit or loss as would be required by IFRS 9. However,
modification loss on financial assets arising from any other payment holidays to customers shall be
recognized in the consolidated statement of profit or loss in accordance with IFRS 9. All modification losses
incurred after the year ended 31 December 2020 are recognised in the consolidated statement of profit or loss.
The application of the policy will result in application of different accounting presentation for modification
losses in 2020 compared to 2021.

The above framework is herein after referred to as ‘IFRS as adopted by CBK for use by the State of Kuwait’.

Basis of measurement

The consolidated financial statements have been prepared under the historical cost basis except for the measurement
at fair value of financial assets at fair value through other comprehensive income, financial asset at fair value through
profit or loss, investment properties and derivatives. The Bank presents its consolidated statement of financial position
in order of liquidity.

Functional and presentation currency

These consolidated financial statements are presented in Kuwaiti Dinars (“KD”), which is the Bank’s functional
currency. All financial information presented in Kuwaiti Dinars (“KD”) has been rounded to the nearest thousands,
except when otherwise indicated.

Changes in accounting policies and disclosures

The accounting policies used in the preparation of these consolidated financial statements are consistent with those
used in the previous year except for the adoption of certain standards and amendments, which are effective for annual
periods beginning on or after 1 January 2022. The Group has not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective.
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BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

2.
2.4

BASIS OF PREPARATION (CONTINUED)
Changes in accounting policies and disclosures (continued)

Reference to the Conceptual Framework — Amendments to IFRS 3

The amendments replace a reference to a previous version of the IASB’s Conceptual Framework with a reference to the
current version issued in March 2018 without significantly changing its requirements. The amendments add an exception
to the recognition principle of IFRS 3 Business Combinations to avoid the issue of potential ‘day 2” gains or losses arising
for liabilities and contingent liabilities that would be within the scope of 1AS 37 Provisions, Contingent Liabilities and
Contingent Assets or IFRIC 21 Levies, if incurred separately. The exception requires entities to apply the criteria in IAS
37 or IFRIC 21, respectively, instead of the Conceptual Framework, to determine whether a present obligation exists at
the acquisition date.

The amendments also add a new paragraph to IFRS 3 to clarify that contingent assets do not qualify for recognition at the
acquisition date. In accordance with the transitional provisions, the Group applies the amendments prospectively, i.e., to
business combinations occurring after the beginning of the annual reporting period in which it first applies the
amendments (the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as there were no contingent
assets, liabilities or contingent liabilities within the scope of these amendments that arose during the year.

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

The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original financial liability. These fees include only
those paid or received between the borrower and the lender, including fees paid or received by either the borrower or
lender on the other’s behalf. There is no similar amendment proposed for IAS 39 Financial Instruments: Recognition
and Measurement. These amendments had no material impact on the consolidated financial statements of the Group
as there were no significant modifications of the Group’s financial instruments during the year.

Amendments to 1AS 16 P,P&E, proceeds before intended use

The amendment prohibits entities from deducting from the cost of an item of property, plant and equipment,any
proceeds of the sale of items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner intended by management. Instead, an entity recognises the proceeds from selling
such items, and the costs of producing those items, in profit or loss.

In accordance with the transitional provisions, the Group applies the amendments retrospectively only to items of
PP&E made available for use on or after the beginning of the earliest period presented when the entity first applies the
amendment (the date of initial application).

Amendments to IFRS 16 Covid-19 Related Rent Concessions

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases the amendments
provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent concessions arising
as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect not to assess whether a
Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes this election accounts for any
change in lease payments resulting from the Covid-19 related rent concession the same way it would account for the
change under IFRS 186, if the change were not a lease modification.

The amendment was intended to apply until 30 June 2021, but as the impact of the Covid-19 pandemic is continuing, on
31 March 2021, the IASB extended the period of application of the practical expedient to 30 June 2022.The amendment
applies to annual reporting periods beginning on or after 1 April 2021. However, the Group has not received Covid-19-
related rent concessions, but plans to apply the practical expedient if it becomes applicable within allowed period of
application.

Other amendments to IFRSs which are effective for annual accounting period starting from 1 January 2022 did not
have any material impact on the accounting policies, financial position or performance of the Group.
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BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

2.
2.5

BASIS OF PREPARATION (CONTINUED)

New standards and interpretations not yet adopted

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

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new accounting standard for
insurance contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS 17 will
replace IFRS 4 Insurance Contracts (IFRS 4) that was issued in 2005. IFRS 17 applies to all types of insurance
contracts (i.e., life, non-life, direct insurance and re-insurance), regardless of the type of entities that issue them, as
well as to certain guarantees and financial instruments with discretionary participation features. A few scope
exceptions will apply. The overall objective of IFRS 17 is to provide an accounting model for insurance contracts that
is more useful and consistent for insurers. In contrast to the requirements in IFRS 4, which are largely based on
grandfathering previous local accounting policies, IFRS 17 provides a comprehensive model for insurance contracts,
covering all relevant accounting aspects. The core of IFRS 17 is the general model, supplemented by:

* A specific adaptation for contracts with direct participation features (the variable fee approach)

* A simplified approach (the premium allocation approach) mainly for short-duration contracts

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023, with comparative figures required.
Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it first applies
IFRS 17.

The standard is applicable to its insurance subsidiary, which is not material to the Group. The Group is currently in
the process of assessing the impact of the standard on its consolidated financial statements and will adopt the standard
on the effective date.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify:

» What is meant by a right to defer settlement
* That a right to defer must exist at the end of the reporting period
* That classification is unaffected by the likelihood that an entity will exercise its deferral right

* That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a
liability not impact its classification

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and must be applied
retrospectively. The Group is currently assessing the impact the amendments will have on current practice and whether
any existing agreements may require renegotiation.

Definition of Accounting Estimates - Amendments to IAS 8

In February 2021, the IASB issued amendments to IAS 8, in which it introduces a definition of ‘accounting estimates’.
The amendments clarify the distinction between changes in accounting estimates and changes in accounting policies
and the correction of errors. Also, they clarify how entities use measurement techniques and inputs to develop
accounting estimates.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and apply to changes
in accounting policies and changes in accounting estimates that occur on or after the start of that period.

Earlier application is permitted as long as this fact is disclosed. The amendments are not expected to have a material
impact on the Group’s consolidated financial statements.
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BOUBYAN BANK K.S.C.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022

3 SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in this consolidated
financial statements, and have been applied consistently by all of the Group’s entities.

3.1 Basis of consolidation
The consolidated financial statements comprise the Bank and its principal operating subsidiaries (collectively “the
Group”) - Boubyan Takaful Insurance Company K.S.C (Closed) , Boubyan Capital Investment Company K.S.C
(Closed) and BLME Holdings plc, as at 31 December 2022 and which are controlled by the Bank as set out in note 15.

3.1.1 Business combinations
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, which is measured at acquisition date fair value, and the amount of any
non-controlling interests in the acquiree. For each business combination, the Group elects whether to measure the
non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net
assets. Acquisition-related costs are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.

Contingent consideration, resulting from business combinations, is valued at fair value at the acquisition date.
Contingent consideration classified as equity is not re-measured and its subsequent settlement is accounted for within
equity.

Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IFRS
9 Financial Instruments, is measured at fair value with the changes in fair value recognised in the profit or loss in
accordance with IFRS 9. Other contingent consideration that is not within the scope of IFRS 9 is measured at fair
value at each reporting date with changes in fair value recognised in consolidated statement of profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests and any previous interest held over the net identifiable assets acquired
and liabilities assumed). If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities
assumed and reviews the procedures used to measure the amounts to be recognised at the acquisition date. If the
reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognised in consolidated statement of profit or loss.

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the operation
when determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the
relative values of the disposed operation and the portion of the cash-generating unit retained.

A contingent liability recognised in a business combination is initially measured at its fair value. Subsequently, it is
measured at the higher of the amount that would be recognised in accordance with the requirements for provisions in
IAS 37 Provisions, Contingent Liabilities and Contingent Assets or the amount initially recognised less (when
appropriate) cumulative amortisation recognised in accordance with the requirements for revenue recognition.

3.1.2 Non-controlling interests
Interest in the equity of subsidiaries not attributable to the Group is reported as non-controlling interest in the
consolidated statement of financial position. Non-controlling interest in the acquiree is measured at the proportionate
share in the recognized amount of the acquiree’s identifiable net assets. Losses are allocated to the non-controlling
interest even if they exceed the non-controlling interest’s share of equity in the subsidiary. Transactions with non-
controlling interests are treated as transactions with equity owners of the Group. Gains or losses on disposals of non-
controlling interests without loss of control are recorded in equity.

3.1.3 Subsidiaries
Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control ceases. Where
necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with
those used by the Bank.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.1 Basis of consolidation (continued)

3.1.4 Loss of control

On loss of control, the Group derecognises the assets and liabilities of the subsidiary, any non-controlling interests and
the other components of equity related to the subsidiary. Any surplus or deficit arising on loss of control is recognised
in the consolidated statement of profit or loss. If the Group retains any interest in the previous subsidiary, then such
interest is measured at fair value at the date that control is lost. Subsequently it is accounted for as an equity-accounted
investee or as a financial asset depending on the level of influence retained.

3.1.5 Investments in associates (equity-accounted investees)

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Group holds between 20% and 50% of the voting
rights.

Investments in associates are accounted for using the equity method and are recognised initially at cost. The cost of the
investment includes transaction costs.

The Group recognises in the consolidated statement of profit or loss its share of the total recognised profit or loss of the
associate from the date that significant influence effectively commences until the date that it effectively ceases.
Distributions received from the associate reduce the carrying amount of the investments. Adjustments to the carrying
amount may also be necessary for changes in Group’s share in the associate arising from changes in the associate’s
equity and other comprehensive income. The Group’s share of those changes is recognised directly in equity or in other
comprehensive income as appropriate.

When the Group’s share of losses exceeds its interest in an equity-accounted investee, the carrying amount of the
investment, including any long-term interests that form part thereof, is reduced to zero, and the recognition of further
losses is discontinued except to the extent that the Group has an obligation or has made payments on behalf of the
investee.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets and liabilities
of the associate at the date of acquisition is recognized as goodwill within the carrying amount of the associates.

Any excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the cost of
acquisition, after reassessment, is recognized immediately in the consolidated statement of profit or loss.

Unrealised gains arising from transactions with associates are eliminated against the investment to the extent of the
Group’s interest in the associate. Unrealised losses are eliminated in the same way as unrealised gains, but only to
the extent that there is no evidence of impairment.

3.1.6 Transactions eliminated on consolidation

3.2

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements.

Foreign currency
The individual financial statements of each Group entity are presented in the currency of the primary economic
environment in which the entity operates (its functional currency).

Foreign currency transactions are recorded in the functional currency at the rate of exchange prevailing at the date of
the transaction.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary items, are
included in the consolidated statement of profit or loss for the year. Exchange differences arising on the translation
of non-monetary items carried at fair value are included in the consolidated statement of profit or loss for the year,
except for differences arising on the translation of non-monetary items in respect of which gains and losses are
recognised directly in other comprehensive income. For such non-monetary items, any exchange component of that
gain or loss is also recognised directly in other comprehensive income.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign
operations are expressed in KD using exchange rates prevailing on the reporting date. Income and expense items are
translated at the average exchange rates for the year. Exchange differences arising, if any, are classified as other
comprehensive income and transferred to the Group’s foreign currency translation reserve. Such translation
differences are recognised in the consolidated statement of profit or loss in the year in which the foreign operation is
disposed off.
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3.
3.3

3.4

35

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:
e Income from Murabaha, Wakala, and Leased assets is recognized on a pattern reflecting a constant periodic
return on the outstanding net investment.
e Dividend income is recognized when the right to receive payment is established.
e Fees and commission income is recognized at the time the related services are provided.
e Rental income from investment properties is recognised on a straight line basis over the lease period.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received, and all attached
conditions will be complied with. When the grant relates to an expense item, it is recognised as income on a systematic
basis over the periods that the related costs, for which it is intended to compensate, are expensed. When the grant
relates to an asset, it is recognised as income in equal amounts over the expected useful life of the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts and
released to consolidated statement of profit or loss over the expected useful life of the asset, based on the pattern of
consumption of the benefits of the underlying asset by equal annual instalments.

Financial instruments

3.5.1 Financial assets

a) Trade and settlement date accounting

All regular way purchase and sale of financial assets are recognized using settlement date accounting. Changes in the
fair value between trade date and settlement date are recognized in the consolidated statement of profit or loss for
FVTPL and are recognized in other comprehensive income for FVOCI. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the time frame generally established by regulations or
conventions in the market place.

b) Recognition and derecognition of financial assets

Financial assets are recognised when the Group becomes party to contractual provisions of the instrument and are
initially measured at fair value. Transaction costs are included only for those financial instruments that are not
measured at fair value through profit or loss.

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or
it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If
the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Group recognizes its retained interest in the asset and an associated liability for amounts it may
have to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial asset,
the Group continues to recognize the financial asset and also recognizes a liability for the proceeds received.

c) Classification and Measurement of Financial assets
The Group has determined the classification and measurement of its financial assets as follows:

Cash and cash equivalents
Cash and cash equivalents consist of cash in hand, current account with other banks and placements with banks
maturing within seven days.

Deposits with Banks, Central Bank of Kuwait and Islamic financing to customers

Deposits with banks, Central Bank of Kuwait and Islamic financing to customers are financial assets with fixed or
determinable payments that are not quoted in an active market. They are carried at amortised cost net provision of
impairment.

Murabaha

Murabaha is an agreement relating to the sale of commodities at cost plus an agreed upon profit margin, whereby the
seller informs the buyer of the price at which the deal will be completed and also the amount of profit to be recognized.
Murabaha is a financial asset originated by the Group and is stated at amortized cost net of provision for impairment.

Wakala

Wakala is an agreement involving Al-Muwakkil (the Principal) who wishes to appoint Al-Wakil (the Agent) to be his
agent with respect to the investment of Al-Muwakkil’s fund, in accordance with regulations of the Islamic Sharia’a.
Wakala is a financial asset originated by the Group and is stated at amortized cost net of provision for impairment.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.5  Financial instruments (continued)
3.5.1 Financial assets (continued)
c) Classification and Measurement of Financial assets (continued)

Leased assets - the Group as a lessor

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as operating lease. Leased assets are stated at amortized cost.
Renegotiated finance facilities

In the event of a default, the Group seeks to restructure facilities rather than take possession of collateral. This may
involve extending the payment arrangements and the agreement of new facility conditions. When the terms and
conditions of these finance facilities are renegotiated, the terms and conditions of the new contractual arrangement
apply in determining whether these facilities remain past due. Management continually reviews renegotiated facilities
to ensure that all criteria are met and that future payments are likely to occur. The facility continues to be subject to an
individual or collective impairment assessment.

Financial assets at FVTPL and FVOCI

Group’s financial investments consists of investment in debt instruments (Sukuk), equity investments and other
investments. Sukuk are classified at fair value through other comprehensive income or at fair value through profit or
loss based on the business model in which these securities are managed. Equity investments are generally carried at
fair value through profit or loss except for those specific investments for which the Group has made an election to
classify at fair value through other comprehensive income. Other investments are carried at fair value through profit
or loss.

Business model assessment
The Group determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective. The Group's business model is not assessed on an instrument-by-instrument basis but
at a higher level of aggregated portfolios and is based on a number of observable factors. The information considered
includes:
e The stated policies and objectives for the portfolio and the operation of those policies in practice
o The risks that affect the performance of the business model (and the financial assets held within that business
model) and how those risks are managed; and
e The frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations
about future sales activity.
The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress case’
scenarios into account. If cash flows after initial recognition are realised in a way that is different from the Group's
original expectations, the Group does not change the classification of the remaining financial assets held in that
business model, but incorporates such information when assessing newly originated or newly purchased financial
assets going forward.

Assessment of whether contractual cashflows are solely payments of principal and profit (SPPP test)
The Group assesses the contractual terms of financial assets to identify whether they meet the SPPP test. ‘Principal’
for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change over
the life of the financial asset. Profit within a basic lending arrangement are typically as consideration for time value of
money and for the credit risk associated with the principal, the most significant element of other basic lending risks
and costs as well as a profit margin.
In assessing whether the contractual cash flows are solely payments of principal and profit, the Group considers
whether the financial asset contains a contractual term that could change the timing or amount of contractual cash
flows such that it would not meet this condition. The Group considers:

e Contingent events that would change the amount and timing of cash flows;

e Leverage features;

e Prepayment and extension terms;

e  Terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse asset arrangements);

and
o  Features that modify consideration of the time value of money — e.g. periodical reset of profit rates.

Contractual terms that introduce a more than minimum exposure to risks or volatility in the contractual cashflows that
are unrelated to a basic lending arrangement do not give rise to contractual cashflows that are solely payment of
principal and profit. In such cases, the financial asset is measured at fair value through profit or loss.
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3.
35
3.5.1

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial assets (continued)

c) Classification and Measurement of Financial assets (continued)

Assessment of whether contractual cashflows are solely payments of principal and profit (SPPP test)

(continued)
The Group classifies its financial assets upon initial recognition into the following categories:

e Financial assets measured at amortised cost
o Financial assets measured at fair value through other comprehensive income (FVOCI)
e Financial assets measured at fair value through profit or loss (FVTPL)

(i) Financial assets measured at amortised cost:
A financial asset is measured at amortised cost if it meets both of the following conditions:

e Itis held within a business model whose objective is to hold assets to collect contractual cash flows ; and
e its contractual terms give rise, on specified dates, to cash flows that are solely payments of principal and
profit on the principal amount outstanding

Financial assets measured at amortised cost are subsequently 