7 February 2020

Mr. Mohammad Saud Al-Osaimi
Chief Executive Officer
Boursa Kuwait Company

State of Kuwait

Dear Sir,

Subject: Consolidated Financial Statements For
The Year ended 31 December 2019 — Ahli United

Bank B.S.C. Bahrain (AUB)

With reference to Chapter 4 (“Disclosure of Material
Information) of Module 10 of CMA bylaws
(“Disclosure and Transparency”), please find
attached the Annual Consolidated Financial
Statement results of AUB for the year ended
31 December 2019.

In accordance with the Boursa Kuwait Rule Book
requirements for the premier market listed stocks, the
Bank is pleased to announce its Analysts/ Investors
Conference that will take place at 2 PM local time on
Wednesday, 12 February 2020. Interested parties
should reach us through the following email address:
Analyst.Conference@ahliunited.com, in order to
provide them with invitation and access details for
the aforementioned conference.

With kind regards,

Yours since ly,/-

Sanjeev Baijal

Encl: As above.
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Ahli United Bank (B.S.C.)

Head Office:

Bldg. 2495 Road 2832 Al Seef District 428
P.O. Box 2424, Manama, Kingdom of Bahrain
Telephone: (+973) 17 585 858

Facsimile : (+973) 17 580 569
info@ahliunited.com
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"U Ban¥
Deputy Group Chief Executive Officer
Finance & Strategic Development
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Financial Year Ended on 2019-12-31 J el LU Al gl
Company Name 38,4l el

Ahli United Bank B.S.C.

Board of Directors Meeting Date

2020-02-07
Required Documents
Approved financial statements
Approved auditor's report
| (%) sl L T GO R I T et
| Change (%) | Comparative Year | Current Year
2018-12-31 2019-12-31
1 i |
4.6% 211,736,530 221,378,340
3.5% 23.1 23.9
{
14.6% 7,499,436,017 8,592,663,768
s
13.3% 10,778,325,122 12,206,869,496
5.1% 5,973,319,182 6,276,112,717
14.2% 9,269,071,847 10,582,058,019
[ |
8.9% | 1,186,486,213 1,292,668,044
1.9% 367,462,332 374,426,940
T
{0.2%) | 267,831,745 267,223,346
1
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o el el el

551091 ol flazal jusls

73500l Lale, ol Sl il

Suazall AU UL (e A X
atall Slbused| cadlya 4,85 (o Rdeasd

oled
Statement

oY 35,40 mabiay polad) (3luidl) 7yt Glie
Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
Biaselly pslad) @l (5luus) Az
Basic & Diluted Earnings per Share
Aglall Slagasdt
Current Assets
Slagaall ez
Total Assets
aglazlt Bbgliall
Current Liabilities
Sbstlall Jlaa
Total Liabilities
PN A5 20 malice duolall 48U Gga> Jlax
Total Equity attributable to the owners of the
Parent Company
adoidl abald! Jlas)
Total Operating Revenue
b sl (3)lazedl) mpd Sl
Net Operating Profit (Loss)
godall JUW oy / AaSIALY Silausel)
Accumulated Loss / Paid-Up Share Capital

(0.2%) | 0.30355 0.30305
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Statement ‘
AN, palue el (Bl E;J'._gr‘
1.5% 51,380,671 52,149,123 Net: Profit (Loss) represents the amount _
attributable to the owners of the parent |

Company |
Raailly bl el (ns) Aumsy ;
Basic & Diluted Earnings per Share |
Ala il ol Jlez) |
Total Operating Revenue
ala s (3lai) m Lo
Net Operating Profit (Loss) |

2018-12-31 2019-12-31

5.8% 5.2 5.5

4.0% 92,132,336 95,828,982

(2.9%) 64,761,541 62,907,191

e Not Applicable for first Quarter Jodlasdl e iy @

Increase in net profit is mainly due to growth in Jigadll Gladme oo Jasagie 3 aill J ol dlio 53l 3ga3
average loans and investments arising from pss e Al i pall daull AUpanS il

AUB’s diversified business model, robust risk
! (FS PP RN A Jogtlly cilal, M s
management framework and judicious business 2o Sblall e BN § ell R3atlly clabi) sslasy

driven operating culture. ey 3oill a8l oyl Bl Aalae

5,028,206

- . = . e e = T =
((2lo aldD) alall =il -'1"»‘-. : SMelazll o Sild
— ) Ol2 B ylod) ae el O

59,919,349 59,919,349
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Stat t
2018-12-31 2019-12-31 atemen
A A, maliay ol Bylusdl/ el Lo
4.7% 697,534,277 730,501,038 Net Profit (Loss) represents the amount
: attributable to the owners of the parent Company
daasells bl |3yl /Aoes
| 3.9% 7.6 7.9 o = ?
| Basic & Diluted Earnings per Share
[ Alglaill Silagamgl!
| 14.8% 24,705,768,463 28,353,947,427 ot Szt
5 Current Assets
[
Slogesdl Jlea!
13.4% 35,507,577,406 l 40,280,051,132 ot
Total Assets
{— R —_— e _T - — e =t . . - B
Agluzll Sligllalt
5.2% 19,678,205,178 20,709,825,827 T
, Current Liabilities
b | Jles]
14.4% 30,535,568,595 34,918,521,759 ’uﬁld |
| Total Liabilities
? i 13, 41 ey Tl ASWI Gydn Jlar]
| 9.1% 3,908,701,079 4,265,527,285 Total Equity attributable to the owners of the
' Parent Company
Al adll als) @ Jlea)
2.1% 1,210,549,603 1,235,528,591 .
Total Operating Revenue
Auda & (5ylasedl) eyt 3o
(0.1%) 882,331,559 881,779,726 . ? ‘E)J o
Net Operating Profit (Loss)
dull JUW el / QeSS sl
i NIL Accumulated AaSlie il mgi Y ol JU Lol / ASIAL jilusd
L Loss Accumulated Loss / Paid-Up Share Capital

Statement
128, a0 walaves pali) Syluil/m )l Glo |
1.7% 169,265,924 172,080,919 Net Profit (Loss) represents the amount
S - attributable to the owners of the parent Company
Baszelly Luudadl) @iund] 3)les/ay
5.9% 17 1.8 e
Basic & Diluted Earnings per Share
Alpasdl Sl Jlea
4.2% 303,516,180 316,215,086 .
Total Operating Revenue
aLa AT (3)lail) )l dlio
(2.7%) 213,347,196 207,580,237 . > .uj ?
S Net Operating Profit (Loss)
e Not Applicable for first Quarter J¥ ad e geai ¥ @
Financial Results Form 3 U b s gz 3ga
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Qalll Lo,alt |
15.2 Kuwaiti fils per share [ adi Sl je3
’ (Foreign Currency) US 5.0 cents per share Cash Dividends |
| el i 5.0 (Auwiz) alaal))
T 1 share for every 10 shares Azmis ool Dol 395
10% 11001
J el 10 U0 L o Bonus Share
Sl oluiss

Other Dividend
glol aigd pae
. , No Dividends

)I.Ld?! 5_9)‘:—

JU el 3005

Capital Increase

Issue Premium

JUWI ol ynsases
Capital Decrease

b Sl ‘:?u_‘r.{,_,':‘.

INY

Not Applicable. a3 ¥

DGCEO - Finance &
Strategic Development

Sanjeev Baijal

.C.
" e g e

-

Attach &g D q@}!‘s‘tatements approved by the Board of Directors azall bl qudlye ya,die 8)loY adona ¢re Butazall AL Elilyedl Adesad L) uomy
and the approved-audit8r's report
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AHLI UNITED BANK B.S.C.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Ahli United Bank B.S.C.
(“the Bank”) and its subsidiaries (together “the Group”), which comprise the consolidated balance
sheet as at 31 December 2019, and the consolidated statements of income, comprehensive
income, cash flows and changes in equity for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of
the Group in accordance with the /nternational Code of Ethics for Professional Accountants
(including International Independence Standards) (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in the Kingdom of Bahrain,
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 for the year ended 31 December 2019. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit addressed the matter is provided
in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

AHLI UNITED BANK B.S.C. (continued)

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

Key audit matters (continued)

1. Impairment of carrying value of loans and advances

Key audit matter

How our audit addressed the key audit matter

The process for estimating impairment
provision on credit risk associated with
loans and advances in accordance
with IFRS 9 Financial instruments
(IFRS 9) is significant and complex.
IFRS 9 requires use of the Expected
Credit Loss (ECL) model for the
purposes of calculating impairment
provision. ECL model requires the
Group to exercise significant judgment
using subjective assumptions when
determining both the timing and the
amounts of ECL for loans and
advances. Due to the complexity of
requirements under IFRS 9,
significance of judgments applied and
the Group’'s exposure to loans and
advances forming a major portion of
the Group’s assets, the audit of ECL
for loans and advances is a key area of
focus.

As at 31 December 2019, the Group's
gross loans and advances amounted
to US$ 21,512 million and the related
ECL allowances amounted to US$ 770
million, comprising US$ 413 million of
ECL against Stage 1 and 2 exposures
and US$ 357 milion against
exposures classified under Stage 3.
The basis of calculation of ECL is
presented in the summary of
significant accounting policies and
note 7 to the consolidated financial
statements.

Our approach included testing the controls

associated with the relevant processes for estimating

ECL and performing substantive procedures on such

estimates. Our procedures, amongst others, focused

on the following key areas:

o We assessed:

o the Group’s IFRS 9 based impairment
provisioning policy including significant
increase in credit risk criteria with the
requirements of IFRS 9;

o Group's ECL modeling techniques and
methodology against the requirements of
IFRS 9; and

o the theoretical soundness and tested the
mathematical integrity of the models.

¢ We obtained an understanding of the design and
tested the operating effectiveness of relevant
controls over ECL model, including model build
and approval, ongoing monitoring / validation,
model governance and mathematical accuracy.
We have also checked completeness and
accuracy of the data wused and the
reasonableness of the management
assumptions;

* We understood and assessed the significant
modeling assumptions for exposures as well as
overlays with a focus on:

o Key modeling assumptions adopted by
the Group; and

o Basis for and data used to determine
overlays.

e For a sample of exposures, we performed
procedures to evaluate:

o Appropriateness of exposure at default,
probability of default and loss given
default (including collateral values used)
in the calculation of ECL;

o Timely identification of exposures with a
significant increase in credit risk and
appropriateness of the Group's staging;
and

o ECL calculation.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AHLI UNITED BANK B.S.C. (continued)

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

Key audit matters (continued)

1. Impairment of carrying value of loans and advances (continued)

Key audit matter

How our audit addressed the key audit matter

e For forward looking information used by the
Group’s management in its ECL calculations, we
held discussions with management and checked
internal approvals by management for economic
outlook used for purposes of calculating ECL; and

¢ We considered the adequacy of the disclosures in
the consolidated financial statements in relation to
impairment of loans and advances as required
under IFRS.

We also involved our internal specialists where their
specific expertise was required.

Refer to the critical accounting estimates and
judgments, disclosures of loans and advances and
credit risk management in notes 2, 7 and 31 to the
consolidated financial statements.

2. Impairment of goodwill

Key audit matter

How our audit addressed the key audit matter

Goodwill is allocated to cash generating
units (‘CGUs’) for the purpose of
impairment testing. Goodwill impairment
testing of CGUs relies on estimates of
value-in- use based on estimated future
cash flows. Due to the subjectivity
involved in computing recoverable
amounts and the significance of the
Group's recognised goodwill of US$ 432
million as at 31 December 2019, this
audit area is considered a key audit risk.

We obtained an understanding of management's
processes for determining the recoverable amount for
annual goodwill impairment testing. With the assistance
of our valuation specialists, we formed an independent
range of key assumptions used in a sample of
impairment assessment, with reference to the relevant
industry and market valuation considerations, and
derived a range of values using our assumptions and
other qualitative risk factors. We compared these
ranges with the management’s assumptions, and
discussed our results with management.

Additionally, we considered whether the Group's
disclosures of the application of judgment in estimating
CGU cash flows and the sensitivity of the results of
those estimates reflect the risks associated with
goodwill impairment.

Refer to the critical accounting estimates and
judgments and disclosures of goodwill in note 13, and
allocation of goodwill to CGUs in note 29 to the
consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AHL! UNITED BANK B.S.C. (continued)

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

Other information included in the Group’s 2019 Annual Report

Other information consists of the information included in the Group's 2019 Annual Report, other
than the consolidated financial statements and our auditor's report thereon. The Board of
Directors is responsible for the other information. Prior to the date of this auditors’ report, we
obtained the Board of Directors’ report which forms part of the annual report, and the remaining
sections of the annual report are expected to be made available to us after that date.

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

Responsibilities of the Board of Directors for the consolidated financial statements

The Board of Directors is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRSs and for such internal control as the Board of
Directors determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors 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 the Board of
Directors either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Auditor’s 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 auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.

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

e lIdentify 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.

4
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AHLI UNITED BANK B.S.C. (continued)

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Board of Directors.

e Conclude on the appropriateness of the Board of Directors’ 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 auditor's 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
auditor's report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

e 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.

e 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 the Audit and Compliance Committee 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 the Audit and Compliance Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with the Audit and Compliance Committee, 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 auditor's
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 AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AHLI UNITED BANK B.S.C. (continued)

Report on Other Legal and Regulatory Requirements

As required by the Bahrain Commercial Companies Law and Volume 1 of the Central Bank of
Bahrain (CBB) Rule Book, we report that:

a)

b)

d)

the Bank has maintained proper accounting records and the consolidated financial
statements are in agreement therewith;

the financial information contained in the Report of the Board of Directors is consistent
with the consolidated financial statements:

we are not aware of any violations of the Bahrain Commercial Companies Law, the
Central Bank of Bahrain and Financial Institutions Law, the CBB Rule Book (Volume 1
and applicable provisions of Volume 6) and CBB directives, regulations and associated
resolutions, rules and procedures of the Bahrain Bourse or the terms of the Bank's
memorandum and articles of association during the year ended 31 December 2019 that
might have had a material adverse effect on the business of the Bank or on its
consolidated financial position; and

satisfactory explanations and information have been provided to us by Management in
response to all our requests.

The partner in charge of the audit resulting in this independent auditor’s report is Nader Rahimi.

Partner's registration no. 115
7 February 2020
Manama, Kingdom of Bahrain



