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Group Chief Executive Officer

Date: 20 October 2021

Ref:  23/01/ 290 /2021

To: Chief Executive Officer
Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,

Subject: Disclosure of Material Information

CBK Approval on KFH’s Interim Condensed
Consolidated Financial Information

Q3/2021

Kuwait Finance House
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In reference to the above, and in line with Kuwait Finance
House ‘KFH’ interest in adhering to Article (4-1-1/28) of
Chapter 4 ‘Disclosure of Material Information’ of CMA
Executive Bylaws Book 10 (Disclosure and Transparency),
KFH would like to report the following:

e Central Bank of Kuwait has issued their approval on
the KFH’s Interim Condensed Consolidated Financial
Information for Q 3/ 2021.

® The Analyst Conference will be conducted at 2 p.m.
on Thursday 28 October 2021

broadcasting on internet (Live Webcast).

through live

® The Interested Parties could communicate with the

bank via the Email (investor.relations@kfh.com) to

obtain the invitation and other details.

Attached, the Appendix (11)

Information’ and the ‘the ‘Financial Results Form’ for the

‘Disclosure of Material

period ended as of 30 September 2021’. The same been
submitted to Capital Markets Authority.

Best Regards,

Abdulwahab Issa Al-Rushood
Acting Group Chief Executive Officer
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Kuwait Finance House (KFH)

Appendix (11)

Disclosure of Material Information Form

CBK Approval on KFH’s Interim Condensed
Consolidated Financial Information
Q3/2021
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yag2)l Sloglall e 7 LadYl

Listed Company

Q3/2021
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Material Information

® Central Bank of Kuwait has issued their approval on the
KFH’s Interim Condensed Consolidated Financial
Information for Q 3 / 2021.

® The Analyst Conference will be conducted at 2 p.m. on
Thursday 28 October 2021 through live broadcasting on

internet (Live Webcast).

® The Interested Parties could communicate with the bank

via the Email (investor.relations@kfh.com) to obtain the

invitation and other details.
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Effect of the Material Information

on the Company’s Financial Position
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Significant Effect on the financial position shall be mentioned if the
material information can measure that effect, excluding the financial
effect resulting from tenders or similar contracts.

If a Listed Company, which is a member of a Group, disclosed some
material information related to it and has Significant Effect on other
listed companies’ which are members of the same Group, the other
companies’ disclosure obligations are limited to disclosing the
information and the financial effect occurring to that company itself.
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Kuwait Finance House K.S.C.P. and Subsidiaries
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION (UNAUDITED)

At 30 September 2021
7 CASH AND CASH EQUIVALENTS
KD 000's
(Audited)
30 September 31 December 30 September
2021 2020 2020
Cash 191,107 222,389 230,825
Balances with Central Banks 2,157,914 1,761,063 1,831,028
Balances with banks and financial institutions — current
accounts 552,249 507,349 391,218
Cash and balances with banks and financial institutions 2,901,270 2,490,801 2,453,071
Due from banks maturing within 3 months of contract date 1,523,034 1,681,874 1,033,145
Less: Statutory deposits with Central Banks (1,401,897) (821,116) (724.,694)
Cash and cash equivalents 3,022,407 3,351,559 2,761,522

8 FINANCING RECEIVABLES

Financing receivables principally comprises of murabaha, wakala, leased assets, istisna’a balances and other
receivables, and is stated net of impairment as follows:

KD 000's
(Audited)
30 September 31 December 30 September
2021 2020 2020
Financing receivables, net of deferred and suspended profit 11,992,913 11,318,519 11,054,675
Less: impairment (648,173) (570,983) (540,655)
11,344,740 10,747,536 10,514,020

The available provision balance on non-cash facilities of KD 14,878 thousand (31 December 2020: KD 16,138
thousand and 30 September 2020: KD 16,486 thousand) is included under other liabilities.

Total provision for ECL is accounted as per CBK regulation which require ECL to be measured at the higher of
the ECL computed under IFRS 9 in accordance with CBK or the provision required by CBK instructions. Total
provision for credit losses recorded as per CBK instructions for utilized and unutilized cash and non-cash financing
facilities as at 30 September 2021 is KD 663,051 thousand (31 December 2020: KD 587,121 thousand and 30
September 2020: KD 557,141 thousand) which exceeds the ECL for financing receivables under IFRS 9 in
accordance with CBK, by KD 313,979 thousand (31 December 2020: KD 227,587 thousand and 30 September
2020: KD 225,093 thousand).

An analysis of the gross amounts of credit facilities, and the corresponding ECL provision based on the staging
criteria under IFRS 9 in accordance with CBK regulations is as below:

30 September 2021 Stage 1 Stage 2 Stage 3 Total
KD 000’s KD 000°s KD 000’s KD 000’s
Financing receivables 9,638,550 1,902,264 452,099 11,992,913
Non-cash credit facilities 3,215,236 543,910 22,629 3,781,775
ECL provision for credit facilities 27,460 126,556 195,056 349,072
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Kuwait Finance House K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
At 30 September 2021

8 FINANCING RECEIVABLES (continued)

31 December 2020

Financing receivables
Non-cash credit facilities

ECL provision for credit facilities

30 September 2020

Financing receivables
Non-cash credit facilities

ECL provision for credit facilities

Stage 1 Stage 2 Stage 3 Total
KD 000's KD 000’s KD 000’s KD 000's
8,946,836 1,942,969 428,714 11,318,519
3.610,182 537,555 19,608 4,167,345
35,381 162,964 161,189 359,534
Stage 1 Stage 2 Stage 3 Total
KD 000's KD 000’s KD 000’s KD 000's
8,969,601 1,640,249 444,825 11,054,675
3,811,554 384,251 18,984 4,214,789
40,718 112,741 178,589 332,048

An analysis of the changes in the expected credit losses in relation to credit facilities (cash and non-cash facilities)
computed under IFRS 9 in accordance to the CBK guidelines is detailed below:

30 September 2021

ECL allowance as at 1 January 2021
Impact due to transfer between stages
Additional ECL for the period
Amounts written off

Foreign currency translation

At 30 September 2021

30 September 2020

ECL allowance as at 1 January 2020
Impact due to transfer between stages
ECL allowance for the period
Amounts written off

Foreign currency translation

At 30 September 2020

Stage 1 Stage 2 Stage 3 Total
KD 000’s KD 000’s KD 000’s KD 000’s
35,381 162,964 161,189 359,534
1,036 (11,256) 10,220 -
(7,058) (12,800) 61,2006 41,348
- - (24,140) (24,140)
(1,899) (12,352) (13,419) (27,670)
27,460 126,556 195,056 349,072
Stage 1 Stage 2 Stage 3 Total
KD 000’s KD 000’s KD 000’s KD 000’s
45,037 157,919 160,118 363,074
2,439 (19,955) 17.516 -
(2,565) (3,505) 48,444 42,374
- - (30,054) (30,054)
(4,193) (21,718) (17,435) (43,346)
40,718 112,741 178,589

332,048

Modification loss on deferral of consumer and housing financing by nine months and related government grant

income

During the period, the Bank has recognised a modification loss of KD 65,293 thousand arising from the deferral of
consumer and housing financing instalments for a period of six months, computed in accordance with IFRS 9, in
accordance with CBK circular No. 2/BS/IBS/IS/IIS/FS/476/2021 dated 18 April 2021 concerning the implementation
of the provisions of Article No. (2) of Law No. (3) of 2021 (‘the Law’). According to the Law, the modification loss
arising on the deferral of the financing instalments will be fully borne by the Kuwait government. Therefore, the Bank
has recognised this income in accordance with 1AS 20 ‘Accounting for Government Grants and Disclosures of
Government Assistance’ and set it off against the modification loss. The Government grant receivable is included in
other assets in the interim condensed consolidated statement of financial position.
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Kuwait Finance House K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
At 30 September 2021

9 SHARE CAPITAL, ISSUE OF BONUS SHARES AND CASH DIVIDENDS

The ordinary general assembly of the Bank’s shareholders held on 22 March 2021 approved to distribute bonus
shares of 10% (2019: 10%) of the issued and fully paid share capital, and cash dividends of 10 fils per share (2019:
20 fils per share) to the Bank’s shareholders, for the year ended 31 December 2020.

The Extra-ordinary general assembly of the Bank’s shareholders held on 22 March 2021 also approved to increase
the authorised share capital to be comprised of 12,641,551,934 shares (31 December 2020: 11,874,138,122 and 30
September 2020: 11,874,138,122) shares of 100 fils each.

The issued, and fully paid share capital as at 30 September 2021 comprise of 8,441,551,934 shares (31 December
2020: 7,674,138,122 and 30 September 2020: 7,674,138,122) shares of 100 fils each.

10 PERPETUAL TIER 1 SUKUK

On 30 June 2021, the Bank through a Sharia’s compliant Sukuk arrangement issued Perpetual Tier I Sukuk
amounting to USD 750 million. The Tier | Sukuk is a perpetual security in respect of which there is no fixed
redemption date and constitutes direct, unsecured, subordinated obligations (senior only to share capital) of the
Bank subject to the terms and conditions of the Mudaraba Agreement. The Perpetual Tier 1 Sukuk is listed on the
London Stock Exchange and callable by the Bank after five-year period ending June 2026 (the “First Call Date™)
or any profit payment date thereafter subject to certain redemption conditions.

The net proceeds of the Perpetual Tier 1 Sukuk are invested by way of Mudaraba with the Bank (as Mudareb) on
an unrestricted co-mingling basis, by the Bank in its general business activities carried out through the general
Mudaraba pool. Perpetual Tier 1 Sukuk bears an expected profit rate of 3.6% per annum to be paid semi-annually
in accordance with the terms of the issue. Transaction costs incurred on the issue of the Perpetual Tier 1 Sukuk is
accounted as a deduction from equity.

11 DIRECTORS’ FEES

The ordinary general assembly meeting of the shareholders of the Bank for the year ended 31 December 2020 held
on 22 March 2021 approved the directors’ fees proposed for the year ended 31 December 2020 of KD 608 thousand
(2019: KD 942 thousand).

12 CONTINGENCIES AND COMMITMENTS

At the financial position date there were outstanding contingencies and commitments entered into in the ordinary
course of business in respect of the following:

KD 000's
(Audited)
30 September 31 December 30 September
2021 2020 2020
Acceptances and letters of credit 160,049 159,067 145,449
Letters of guarantee 1,217,001 1,402,288 1,407,325
Contingencies 1,377,050 1,561,355 1,552,774
Capital and other commitments 320,486 306,005 337,662
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Kuwait Finance House K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
At 30 September 2021

13 RELATED PARTY TRANSACTIONS

Certain related parties (major shareholders, directors and executive employees, officers of the Group, their
immediate relatives, associated companies joint ventures and companies of which they are the principal owners)
are depositors and financing facilities customers of the Group, in the ordinary course of business. Such transactions
were made on substantially the same terms, including profit rates and collateral, as those prevailing at the same
time for comparable transactions with unrelated parties and did not involve more than a normal amount of risk.

The balances included in the interim condensed consolidated statement of financial position are as follows:

KD 000's
Board
members Total
and Other (Audited)
Major executive related 30 September 31 December 30 September
shareholders Associates  officers parties 2021 2020 2020
Related parties
Financing receivables - 231,852 2,609 1,720 236,181 208,306 212,856
Due to banks and
financial institutions 750,716 9,059 - - 759,775 1,135,722 983,979
Depositors’ accounts - 25,990 12,753 10,553 49,296 57,609 76,860
Contingencies and
commitments 486 5,819 - 855 7,160 11,802 12,082

Transactions with related parties included in the interim condensed consolidated statement of income are as follows:

KD 000's
Total
Board Nine months ended
members and Other
Major executive related 30 September 30 September
shareholders — Associates officers parties 2021 2020
Financing income - 5,482 76 50 5,608 6,141
Fee and commission income - 95 125 43 263 158
Finance cost and estimated
distribution to depositors 5,781 245 63 397 6,486 13,261
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Kuwait Finance House K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)

At 30 September 2021

13 RELATED PARTY TRANSACTIONS (continued)

Salaries, allowances and bonuses of key management personnel, termination benefits of key management personnel
and remuneration of board members of the Bank and all consolidated subsidiaries are as follows:

Salaries, allowances and bonuses of key management personnel

Termination and long term benefits of key management personnel
Board of directors’ remuneration

14 SEGMENTAL ANALYSIS

Segment information

30 September 2021
Total assets

Total liabilities
Operating income
Provisions and impairment

Profit for the period

30 September 2020
Total assets

Total liabilities
Operating income
Provisions and impairment

Profit (loss) for the period

KD 000's
Total
Nine months ended
30 September 30 September
2021 2020
9,332 11,521
777 710
217 259
10,326 12,490
KD 000's
Retail and
private Corporate
Treasury banking banking Investment Total
7,681,546 6,867,702 5,818,353 1,603,730 21,971,331
3,185,324 13,064,386 2,947,206 452,248 19,649,164
56,414 245,991 191,472 96,916 590,793
16,195 (7,558) (101,466) (25,414) (118,243)
61,642 95,451 38,488 16,216 211,797
KD 000's
Retail and
private Corporate
Treasury banking banking Investment Total
7,344,860 6,402,817 5,643,096 1,570,536 20,961,309
3,642,865 11,908,766 2,946,023 423,703 18,921,357
90,031 256,578 209,854 66,258 622,721
(35,615) (15,830) (116,552) (77,918) (245,915)
43,274 111,297 42,352 (65,750) 131,173
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Kuwait Finance House K.S.C.P. and Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
At 30 September 2021

15 FAIR VALUES

The Group uses the following hierarchy for determining and disclosing the fair value of financial assets by valuation

technique:

Level 1:  quoted (unadjusted) prices in active markets.

Level 2:  other techniques for which all inputs which have a significant effect on the recorded fair value are

observable, either directly or indirectly; and

Level 3:  other techniques which use inputs which have a significant effect on the recorded fair value that are not based

on observable market data.

The following table provides the fair value measurement hierarchy of the Group’s financial assets and financial

liabilities as at 30 September 2021:

KD 000's
Financial assets measured at fair value: (Level 1) (Level 2) (Level 3) Total
Venture capital at fair value profit and loss - 16,068 - 16,068
Equities at FVTPL 15,333 45,025 41,482 101,840
Equities at FVOCI 43,274 - 64,994 108,268
Investment in Sukuk FVTPL 290,469 - - 290,469
Investment in Sukuk FVOCI 2,271,371 - 60,083 2,332,054
Derivative financial assets:
Forward contracts - 3,382 - 3,382
Currency swaps - 13,104 - 13,104
2,620,447 77,579 167,159 2,865,185
KD 000's
Financial liabilities measured at fair value: (Level 1) (Level 2) (Level 3) Total
Derivative financial liabilities:
Forward contracts - 1,119 - 1,119
Profit rate swaps - 16,630 - 16,630
Currency swaps - 14,936 - 14,936
Embedded precious metals - 929 - 99
- 32,784 - 32,784

The following table provides the fair value measurement hierarchy of the Group’s financial assets and financial

liabilities as at 31 December 2020:

KD 000's

Financial assets measured at fair value: (Level 1) (Level 2) (Level 3) Total
Venture capital at fair value profit and loss - 16,068 - 16,068
Equities at FVTPL 6,737 37,420 32,859 77,016
Equities at FVOCI 31,434 = 67,829 99,263
Investment in Sukuk FVTPL 293,295 - - 293,295
Investment in Sukuk FVOCI 2,106,827 - 84,681 2,191,508
Derivative financial assets:
Forward contracts = 4,834 - 4,834
Currency swaps - 16,150 - 16,150
Non-financial assets:
Investment properties - 440,270 - 440,270

2,438,293 514,742 185,369 3,138,404
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15 FAIR VALUES (continued)

KD 000’s
Financial liabilities measured at fair value: (Level 1) (Level 2) (Level 3) Total
Derivative financial liabilities:
Forward contracts - 1,277 - 1,277
Profit rate swaps - 26,008 - 26,008
Currency swaps - 46,474 - 46,474
Embedded precious metals - 216 - 216
- 73,975 - 73,975

The following table provides the fair value measurement hierarchy of the Group financial assets and financial
liabilities as at 30 September 2020:

KD 000's
Financial assets measured at fair value: (Level 1) (Level 2) (Level 3) Total
Venture capital at fair value profit and loss - 18,057 - 18,057
Equities at FVTPL 6,397 41,660 31,185 79,242
Equities at FVOCI 26,232 - 56,482 82,714
Investment in Sukuk FVTPL 320,001 - - 320,001
Investment in Sukuk FVOCI 2,567,686 - 79,760 2,647,446
Derivative financial assets:
Forward contracts - 2,770 - 2,770
Currency swaps - 52,871 - 52,871

2,920,316 115,358 167,427 3,203,101

KD 000's
Financial liabilities measured at fair value: (Level 1) (Level 2) (Level 3) Total
Derivative financial liabilities:
Forward contracts - 2,179 - 2,179
Profit rate swaps - 28,988 - 28,988
Currency swaps - 20,843 . 20,843
Embedded precious metals - 186 - 186

- 52,196 - 52,196

No transfers have been made between the levels of hierarchy.

Level 3 investments included unquoted Sukuk of KD 60,683 thousand (31 December 2020: KD 84,681 thousand and
30 Sep 2020: KD 79,760 thousand) and unquoted equity investments of KD 106,476 thousand (31 December 2020: KD
100,688 thousand and 30 Sep 2020: KD 87,667 thousand). Sukuk included in this category represent Sukuk issued by
sovereign entities, financial institutions and corporates. The fair values of unquoted Sukuk are estimated using
discounted cash flow method using discount rate ranging from 1.04% to 5.86% (31 December 2020: 1.9% to 9.3% and
30 Sep 2020: 1.3% to 6.4%). Unquoted equity investments are fair valued using valuation techniques that are appropriate
in the circumstances. Valuation techniques include discounted cash flow models adjusted, observable market
information of comparable companies, recent transaction information and net asset values. Significant unobservable
inputs used in valuation techniques mainly include discount rate, terminal growth rate, revenue and profit estimates. The
impact on the interim condensed consolidated statement of financial position or the interim condensed consolidated
statement of income or the interim condensed consolidated statement of changes in equity would be immaterial if the
relevant risk variables used for fair value estimates to fair value the unquoted equity investments and unquoted sukuk
were altered by 5%.
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15 FAIR VALUES (continued)

The following table below shows a reconciliation of the opening and the closing balance of level 3 financial assets
measured at fair value:

KD 000's
2021 2020
As at 1 January 185,369 201,799
Fair value re-measurement 3,595 42
Disposal, net (21,805) (34,414)
As at 30 September 167,159 167,427
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