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Financial Trends

2015 2013

Return on Average Assets %

I I I I .

2017 2016 2015 2014 2013

Earning Per Share Attributable to
Shareholders of the Parent Bank
Fils Per Share

624,757
580,749
557,418 552,960
I B I
2015 2014 2013

Equity Attributable to Shareholders
of the Bank
KD 000's

55,432
50,401
46,185
49,122
23 534

2015 2013
Net Profit Attributable to Shareholders
of the Bank
KD 000's

2017 2016 2015 2014 2013

Return on Shareholders' Equity
(Average) %

4,394,586
4,125,289 4,212,763
4,037,351
I I [ |
2017 2016 2015 2014

Total Assets
KD 000's

Annual Report 2017




Board of Directors

YOy

/f\“”\\
W /

WP (:(f-' W T\
L P g
\‘H.; 7 2 :' "{:h }:;, -/?J_. 7 AU

& .._,, NN,

l
/>>f
{/” \\\

f f“ i i
/A\\“\ ,5-”’ W .{,\\ }njf} \L.U
\ w.\.‘ N °A 1\.\‘\.:\. N N \5"*. ;

L
.I .'\.

; W75
N

\*, 1“ ﬁ: ﬁ/ 4
RN /h(‘f ONSN (7 NN (e ~\'m

,;/\ 4" 5

LA R _-.,l’"" \,"\1 : [ s Y
o NN NN N\




Mr. Ali Mousa M. Al-Mousa
Chairman

g

Mr. Abdulrazzak A. Al Kandari
Member

W=

Sheikh. Ahmad Duaij Al Sabah
Vice Chairman

Mr. Bader Sulaiman Al Ahmad
Member

Dr. Arshid Abdulhadi Al Houri
Member

Mr. Hazem Meshari Al Khaled
Member

Ms. Rasha Y. H. Al Awadhi
Member

Mr. Faisal Fahad Al Muzaini
Secretary of the Board of Directors

Mr. Abdulrahman Abdullah Al Ali
Member

[~

Mr. Musaed Nuri Al Saleh
Member

Ms. Mona Mousa Al Sarraf
Member

Annual Report 2017



Introduction

VLD

/A\\

-l-"'"

{‘( / ‘\\\)}}

f/’:’;’.\?&\

,}/A\‘\\

/"
(’r ‘{Q\,x;l,‘?

)
/A\

* //{M Al

u ¥ "::‘ "\. K‘:\ 1 ! /'::}/_‘:
N 1'*. K;\::‘r";; %/' ..H\.'-\W <

o’

N ""-‘h’/x"-’/

?.\'"2>
. /r i e NN /
'/JV f;..r "‘ \ \ ;'::? / "_; t_': \\::- : \\; (4' ’
7 \i\ W / \ WV
’ Vi b LT}
l.‘r L f"- -‘ “
F A Y / ! A \ \ A
([ / "’ﬁ\:‘ \\l }} \{(&{ rifﬁ\:?\ ] *,r{}'rﬁx‘ \:.‘
i~ " ; NN N L ~ W
» 7, N NN N AN

NN+ Y




(i
{il‘; A

Introduction

Al Tijari ........... My Choice

Inthe midst of the considerable developments the banking sector is witnessing whether on local, regional
or international arena, the Bank’s Management strategic vision and prudent policy proved pivotal and
enabled the Bank to benefit and exploit all available growth opportunities along with enhancing its
customer-tailored product offerings, and services apart from managing the risks associated with its
business activities. Accordingly, the Bank managed, thanks to its Management and its prudent policy,
to achieve stable net profit ratios year after year.

The Bank continues its endeavors to remain the Bank of first choice for customers by providing the
best-in-class services & products, innovative solutions that employ sophisticated technologies and
e-channels along with having in place a professionally skilled staff member. More and above, the Bank
remain focused on its core principles as laid down by its Senior Management, namely citizenship,
leadership and corporate social responsibility.
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Chairman’s Message

In the name of Allah the Most Gracious, the Most Merciful

Our valued shareholders,

| have the pleasure to present today a significant turnaround in Commercial Bank of Kuwait’s
performance which is crowned by outstanding success achieved by the Bank despite the challenges &
difficulties the Bank has faced. The global banking industry, as we all know, undergoes major changes
whether in the banking products or the methodologies of delivering services to customers. As such, the
Bank was very proactive and realized the importance of rapidly adapting to such changes. The Bank
started, sometime back, to introduce the self-service approach and was able to develop self-service
related platforms internally. It was expected that some of our customers will not be much enthusiastic
to adopt self-service technique for banking with us, while the majority of our customers particularly
our corporate segment have opted for this service and commended it. The Bank may be among the
forerunners in introducing it in Kuwait but we endeavour to follow & catch up with the worldwide
financial institutions which were ahead of us specifically in the advanced countries. The issue is not
much complicated and we believe that Kuwaiti banking sector will take the lead in employing the self
service tools and in very short time we will see substantial transformation in Kuwait banking industry in
form and substance. However, the changes seen in the banking industry, and to which the Bank was
highly responsive, have left over positive impact on the Bank’s financial results that truly reflect the
position of any banking institution. The Bank is now among the best local banks in profitability ratios.

2017 Financial Highlights on the Bank’s Business

In view of the above, the results of our strategy, client focused approach, talent development and
robust risk management are reflected in the financial statements of the Bank as we reported a net
profit of KD 55.4 million in 2017 compared to KD 50.4 in 2016, a growth of 10.0%. These results have
reflected positively on the financial performance ratios, where return on average equity reached 9.5%
and the return on average assets reached 1.3%. The earnings per share are 33.9 fils (compared to
30.8 fils for the last year). The Bank witnessed a healthy growth in all the key areas of its business. Net
interest income grew by 10.4% and fee income grew by 7.8%. The Bank’s balance sheet reached KD
4,395 million with a growth of KD 269 million (6.5%). Shareholders’ equity reached KD 625 million with
a growth of 7.6%. A strong bond and quality loan portfolio helped to improve the assets’ yield. Cost
of funds was maintained at a reasonably low level. The cost/income ratio is 30.8% for year-ending 31
December 2017, which is amongst the lowest in Kuwaiti banks.
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A concentrated effort to recover the previously written-off loans yielded results; KD 33 million were
recovered during 2017, while cumulative recovery during the last six years has been KD 138 million.

The Bank’s Management focus extended to cover other issues as well. As such and out of its corporate
social responsibility, the Bank has taken an initiative to safeguard the funds of orphans & minors. This
was illustrated with the Bank’s endeavours to maintain & safeguard the funds and savings of customers
while they are alive and money of their heirs. The Bank initiated proactive procedures to prevent
illegal access to such funds through the direct linkage with the Public Authority for Civil Information
(PACI), along with obtaining the dalily list of the Departed customers. The Bank’s dedicated Systems
Development team managed to develop full-fledged program which enables the Bank to have daily
access to such lists along with matching & comparing the same with the Bank’s customers’ base. In
case the data of any of the Bank’s customers is corresponding with the data included in the said list,
the system will automatically deactivate the accounts of this customer and related power of attorney.
The system also dispatches notifications to the concerned areas to verify the validity of the procedure
and take the necessary action. In this regard, it is worthwhile to hail and highlight the Public Authority
for Civil Information’s ongoing cooperation with the banking sector where PACI became a platform and
a basic element of any integrated technical work that requires access to accurate and secured data.

Future Outlook

The considerable developments seen in banking industry pave the way to new horizons for this industry.
The banking industry will continue benefiting from the successive technological advances in the short
and long term. It goes without saying that Kuwait banking sector is positioned to satisfy the prospective
customer expectations. It is hoped that the development of government legislations & instructions will
be attuned to such variables so that the customers can benefit from such developments seen in the
banking industry. As a clear manifestation of the development the banking industry has undergone,
tools & systems are now in place that can be used by customers to pay for low-value purchases (lower
than KD 10) without the need to insert ATM card in the POS terminal e.g. the contactless cards (NFC)
which became available for customers to pay for their purchases without the need to insert card in
the POS terminal in addition to the e-wallets. Accordingly, the Bank endeavoured to cope with such
developments and to plan for the future by issuing contactless cards to all its customers. We look
forward to apply the e-wallets system and other tools. The Bank’s ambition & endeavours to keep up
with the prospective developments are reflected in other services and systems applied at the Bank
including for example:

e Upgrading the Smart Queue system where customer’s transaction is processed once it becomes
ready for processing without the need for customer to wait until serving customer who reached and
requested services before him changing the concept of service from First In First Out (FIFO) to First
Ready First Out (FRFO).

e Account opening process and issuance of cards and prepaid cards by communicating with Contact
Centre agents via Kiosks in addition to other services that are available via kiosks.
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The Bank will continue its efforts to upgrade its service and product offering as a number of innovative
e-services are still in the pipeline. This will include Smart ATMs & Deposit Machines. Undoubtedly,
the cooperation between banks and regulatory authorities will help to streamline & accelerate the
development process of banking business, thus positioning Kuwait banking sector at the forefront of
regional markets and add more related advantages to this vital sector that will place it within the the
advanced banking sectors.

Thanks for our Supporters

In conclusion, | would like to extend my thanks and appreciation to our valued customers for choosing
Commercial Bank of Kuwait as a source of their banking services and we promise them to continue our
concerted efforts to earn the trust they have in the Bank to process their daily banking transactions and
achieve more progress in the future. | would also like to extend my thanks to the Bank’s shareholders for
their continued support which mainly helped the Bank to considerably increase the volume of its assets
and net profitability over the previous years and promise them to continue enhancing the shareholders’
value, Executive Management Team and all staff members who are the mainstay of the Bank’s success
and its most important assets and the regulatory authorities represented in the Central Bank of Kuwait
for its sincere efforts in safeguarding the banking and financial sector in the state of Kuwait.
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Ali Mousa M. Al-Mousa

Chairman
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Executive

Management

Elham Yousry Mahfouz
Chief Executive Officer

Sahar Abdulaziz Al Rumaih
GM - Corporate Credit
Acting GM - Retail Banking Division

Masud Ul Hassan
Chief Financial Officer - Financial
Planning & Control Department

Adli Abdullah Ghazal
GM - Treasury & Investment Division

Abhik Goswami
Chief Risk Officer

Paul Abdoulnour Daoud
GM - Operations Division

Kunal Anirudh Singh
Head - International Banking
& Syndication Division
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Mohamed Hashem Mohamed Hashem
Legal Advisor to Chairman
GM - Legal Department

Yaqoub Habib Al-Ebrahim
GM- Compliance & Corporate Governance
Department

Mona Hussain Al-Abdulrazzaq
GM-Human Resources Department

Sheikha. Nouf Salem Al-Ali Al-Sabah
Head of Advertising & Public Relations
Department

Ahmad Mohammad Saif Al Deen Farahat
Chief Internal Auditor

Bader Mohammed Mosleh Qamhiya
Acting GM - ITD

Nawaf Ali Sabah Al-Sabah
Senior Manager - General Services
Department
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GLOBAL ECONOMY

The global upswing in economic activity is strengthening, with global growth projected to rise to 3.6
percent in 2017 and 3.7 percent in 2018 (as per IMF). Broad-based upward revisions in the euro area,
Japan, emerging Asia, emerging Europe, and Russia more than offset downward revisions for the
United States and the United Kingdom. But the recovery is not complete: while the baseline outlook is
strengthening, growth remains weak in many countries, and inflation is below target in most advanced
economies. Commodity exporters, especially of fuel, are particularly hard hit as their adjustment to
a sharp stepdown in foreign earnings continues. And while short-term risks are broadly balanced,
medium-term risks are still tilted to the downside. For policymakers, the welcome cyclical pickup in
global activity provides an ideal window of opportunity to tackle key challenges. US Federal Reserve
continues its monetary normalization process and the European Central Bank inches up to its own.
Bank of England hiked interest rate in November 2017 as a reversal of preemptive step taken soon
after the Brexit in 2016.

However, the major risk remains the geopolitical tension and tightening liquidity situation. If the credit
market tightens further, it could trigger a downward review of most asset classes. A closer look suggests
that the global recovery may not be sustainable—not all countries are participating, inflation often
remains below target with weak wage growth, and the medium-term outlook still disappoints in many
parts of the world. The recovery is also vulnerable to serious risks. Financial markets that ignore these
risks are susceptible to disruptive repricing, and are sending a misleading message to policymakers.

KUWAIT ECONOMY

The economy grew by an estimated 2.50% in 2017, down from around 3% in 2016 (as per World Bank),
mainly due to OPEC related oil production cut. A partial recovery in oil prices over the past year has
eased pressure on fiscal balances somewhat. Banking sector liquidity continues to improve. Major
infrastructure projects will continue to support growth in the near to medium term. Key challenges
include hydro-carbon dependence and parliamentary opposition to deep structural reforms.

The government plans to invest US$115 billion in the oil sector over the next five years, which should
also boost oil production starting around 2018. With additional support coming from public-investment
spending, growth should rise to about 3.2% over the medium term. Both current account and budgetary
pressures should ease on the back of a partial recovery in oil prices and rising output. The baseline
assumes gradual implementation of spending and revenue reforms.

KWD interbank money market remained very liquid throughout the year 2017.

Kuwait is rated by S&P AA, Fitch AA and Moody’s Aa2 with stable outlook

USDKWD traded in a range of 0.3050 to 0.3010 in 2017.
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KUWAIT STOCK MARKET

Kuwait Stock market has outperformed on account of recovery in oil price and better government
spending. Index is expected to post additional gains during the year 2018 as well mainly driven by
recovery in the oil price and rebound in the oil production.

This year Index touched a 3 year high of 7091in April 2017 and closed at 6408 in December 2017.

Major risk for the stock market recovery could be increasing interest rates locally and a cut in the
planned government budget expenditure.
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Retail Banking Division

Commercial Bank of Kuwait recognizes the importance of keeping up with the latest technology for
its retail services offered to its individual customers. Drawing on this, Retail Banking Division (RBD)
continued its efforts to keep providing customers with the best-in-class banking services & products
and meet its customers’ requirements and expectations. For that purpose, RBD took a number of
initiatives during 2017 to enhance such approach so that Al-Tijari would remain the bank of choice for
customers.

These initiatives included but were not limited to a set of innovative accounts, promotional offers and
campaigns, e-channels, digital banking, service quality and product awareness campaign directed
mainly to the Bank’s retail customer segment.

As for the newly launched products, services and promotion, Al Tijari has launched a set of new
products and services during 2017 including the new prepaid card launched by Al-Tijari in cooperation
with MasterCard which can be issued instantly at any branch and enjoys all the technical and security
features. More importantly, is the Smart Kiosk system which was implemented and deployed in all
branches of the Bank. The kiosk includes the process of opening accounts and issuing debit cards &
prepaid cards in addition to providing customers with the facility of inquiring about the account, issuing
the account statement and processing cheques drawn on other banks.

Additionally, the Bank introduced a new instant payment service known as “InstaPay” for all its
customers. Through this service, a account holder at Al-Tijari will be able to invoice any local debit
cardholder using Al-Tijari Online/CBK Mobile Application. An SMS request will be generated to the
payer to settle the indicated amount for the given description. Upon clicking the link, the payer will be
redirected to the Knet Payment Gateway (PG) and the payee will be able to settle the payment from any
local debit card. Upon successful transaction, Al-Tijari account holder will be credited instantly. The
Bank is providing this service free of charge.

As regarding the promotions and offers launched by the Bank in 2017, the Bank has launched a special
promotion for salary transfer targeting Kuwaiti nationals whether newly recruited or in service, where
they get the opportunity to enter the quarterly draws on Mercedes cars in addition to an instant gift
when transferring their salary to the Bank. Customers were given the chance to choose between a cash
prize or the possibility of obtaining an interest-free loan. A marketing campaign accompanied the salary
transfer promotion with a view to attract new customers.

Also, a special card campaign was launched under the title “get 100% cash back of the value of your
purchases” for credit and prepaid card holders, where draws were arranged and 10 winners were
announced in February and March 2017 to get back up to KD 1000 of the value of their purchases using
such cards. The promotion was accompanied by a marketing campaign to promote Al-Tijari cards.

Moreover, a three year-round campaign and promotions were launched to promote Al-Tijari MasterCards

in cooperation with British Airways in order to encourage customers to avail the benefits of such cards
inside and outside Kuwait.
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Likewise, “Al-Tijari Offers” Program designated to offer CBK cardholders discounts was launched with
a new theme in 2017 and the program’s activities were launched in collaboration with a wide range of
restaurants. Many events were carried out to launch the one day discounts, during which the marketing
team visited restaurants and approached Bank customers while they were present over there and gave
them a chance to get discounts up to 100% when paying with the Bank’s cards.

Within its focus on the kids oriented services and activities, the Bank arranged several promotions for
My First Account (MFA) kids, where a recreational ceremony was held in Ramadan on the occasion of
Gergean. A Reading camp was also initiated in collaboration with That Al Salasel bookstore in Avenues
Mall, in addition to a drawing competition in coordination with Radisson Blu hotel and a special offer
“Back to School” with Jarir Bookstore.

To award its credit cardholders in Summer, the Bank conducted six draws to select winners for cruises
to Europe and the Caribbean islands. The package included business-class travel and a week on the
world’s most luxurious and largest marine vessel in cooperation with Royal Caribbean. This offer was
launched for the credit cardholders and those who successfully apply for new credit cards and use
them inside and outside Kuwait during the offer period.

Additionally, several awareness campaigns have been launched for the services provided by the Bank,
such as the safety deposit boxes, self-service branches and card-using tips during travel and how to
stop cheques as well as the distinctive services offered by the bank such as mobile notification, email
statement, Starlink plus and e-pin.

Many promotional offers have been made as well for the credit cardholders to offer attractive discounts
in cooperation with many luxury outlets as well as hotels and health service providers.

Within its focus on the young customers, the Bank also organized a recreational day for @Tijari account
youth customers where they were invited to watch an interesting movie and all the screens at Grand
Cinema in Al Hamra Tower were booked in an exclusive offer for @Tijari account holders .

As for the revamped products and services, Al Tijari has revamped and improved some of its services
where the loan policy for individuals has been modified, with an increase in the age scope allowed to
apply for a loan, in addition to introducing amendments to the terms and conditions for granting loans
to residents, with loan amount increasing up to 15 times the salary in consistency with the regulatory
instructions.

Moreover, the Personal Assistant Service (Concierge) has been improved by reducing the time required
for requesting an airport shuttle to 48 hours instead of 72 hours.
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Regarding the E-Channels pertaining to the services offered to the Bank’s customers, many new and
important features were added to Al-Tijari’s E-Channels, in addition to essential updates which were
applied to the CBK Mobile application, constituting thus a major improvement in the quality of services
provided to the Bank’s customers. Such features and updates include:

e ATM Card activation/deactivation for Retail Banking customers

e Corporate Customers can use CBK Mobile to authorize payments, salary transfers and cheques
validations

e Touch ID for CBK Mobile

e Face ID for CBK Mobile

e Digital Passcode for CBK Mobile

¢ Introducing further improvements where Touch ID can be used instead of the password feature for
transactions conducted via CBK Mobile

¢ Web chat on CBK Mobile & www.cbk.com

¢ Mobile Banking in a new rebranded look

¢ Credit card view of authorized transactions via CBK Mobile or Al-Tijari Online.

e CBK Mobile Notifications.

¢ Communication via WhatsApp service on 50888225.

¢ InstaPay service via CBK Mobile & www.cbk.com

As for Self Service Kiosks and developing the skills of Al Tijari Contact Center’s agents as per the
internationally recognized standards, the Bank places high importance for training Al-Tijari Contact
Center’s agents according to the latest international practices and standards so that they can assist
customers around-the-clock and immediately answer the inbound voice calls through 1888-225 or
through the Self Service Kiosks that serve inward video calls from the branches. This integration of
video calls and voice under the same contact center hub had positive results on the services offered to
the Bank’s customers from the branches or through the Contact Center number 1888-225.

As regarding Service Quality & Product Awareness, a number of tasks have also been assigned to the
Service Quality Unit which endeavors to improve customers’ product awareness and meet their needs
and expectations. These tasks are as detailed per below:

e Conduct tests for direct sales unit on a monthly basis.

e Communicate with customers to inquire about the quality of services provided by companies
contracted by Al-Tijari with which the Bank cooperates to offer services to its customers.

e Communicate with customers to inquire about the quality of services provided by the Bank branch
staff members when opening new accounts for customers.

e Communicate with customers to inquire about the quality of the services provided by the Bank when
processing the loan transaction at all the Bank’s branches.

e Visit the branches to train staff and clients on the new self service system and self service kiosks as
well.

e Visit the branches and inform the concerned areas of the changes and renovations required for the
appearance of the branches.

¢ Develop a monthly employee assessment for a more accurate and detailed assessment.
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Corporate Credit Division

Corporate Credit Division (CCD) is one of the main business Divisions of the bank. It is a major contributor
to the revenues and profits of the Bank. The Division aims at optimizing the risk and return by focusing
on financing high quality assets from diverse sectors of the economy. The division remained focused
on improving the quality of credit portfolio and reducing the percentage of Non-Performing Loans.
Amidst the challenging business environment which continues to weigh on the cash flows of corporate
customers, CCD continuously provides support to its customers to tide over their temporary cash flow
mismatches and meets their specific requirements.

Corporate Credit Division has a team of highly skilled professionals having significant exposure and
experience in handling customer relationships and providing structured solutions. The division functions
through 3 specialized units viz. Contracting & Services Unit, General Trade Unit and Investment &
Real Estate Unit which cater to requirements of various sectors. A dedicated and specialized Credit
Analysis Unit within CCD focuses on conducting detailed financial, industry and overall risk analysis of
customers which works closely with the above 3 units to prepare comprehensive credit proposal and
also helps in structuring credit proposals to suit the requirements of the corporate customers.

Credit is extended by way of short term working capital facilities to finance day-to-day operations
and also medium/long term loans for capital expenditure and investment needs. In addition, CCD
endeavors to support Kuwait’s economic growth by extending credit facilities through direct financing
or by participating in syndicated loans to finance mega government/quasi-government projects/
PPP projects. Besides, CCD is also focusing on financing emerging sectors. CCD has participated in
syndicated loan arrangements in the oil and gas sector and also extended direct financing in the retail/
consumer sector. Some of the major financing transactions include participation in a syndicated loan
arrangement of USD 180 million to finance purchase of 4 vessels, direct financing of USD 175 million
for expansion in retail/consumer sector outside Kuwait and financing a project valued at KD 24 million
for construction of building in Wafra residential area. CCD had also committed facilities to finance some
of the Public Private Partnership (PPP) Projects.

CCD continuously strives to tailor the product offerings to meet specific requirements of its customers
and enhance the relationship.

International Banking & Syndication Division

CBK’s relationships with banks and financial institutions located in local, regional and international
markets permit the Bank to support our customers and stakeholders in their cross border international
banking activities.

International Banking and Syndication Division facilitates the Bank’s proprietary and customers’ cross
border transactions by maintaining a broad base of reciprocal business activities with local as well as
foreign banks and financial institutions. The Division contributes to the Bank’s strategic mandate to
diversify its geographical and sectoral exposure by participating in syndicated lending activities outside
the country. Additionally, the Division supports various banking needs of multinational companies
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(MNCs) by providing credit facilities specifically tailored to meet requirements for their businesses in
Kuwait.

In 2017, despite challenging operating environment saddled with ample global liquidity, low oil prices
and persisting tight margins, the Division has continued to increase its contribution to the Bank’s over-
all profitability. Through a combination of syndicated and bilateral transactions as well as establishing
new business relationships, the Division posted growth in its portfolio of funded and unfunded assets.
Further, the Division scaled up the new funded product line viz., structured trade finance which was
launched in 2015.

The impending financial closure for some of the major Public Private Partnership (PPP) projects augurs
well for the Division’s continuing growth in 2018. Tightening of global liquidity and upward shift of credit
spreads arising from the likely increases in the US Federal interest rates and tapering of the Quantitative
Easing (QE) by the European Central Bank as well as continuing global economic development is also
expected to boost the Division’s overall profitability and growth in the coming years.

The Division shall strive to sustain the momentum gained by sourcing/ participating in similar
transactions on an opportunistic basis based on a holistic risk-return analysis. The Division shall also
endeavour to identify potential new revenue drivers for the Bank as well as focus on continuously
improving operational efficiencies within the Division.

Treasury & Investment Division

Treasury’s focus during 2017 was mainly managing Assets and Liabilities of the bank in a timely and
cost effective manner. Treasury has managed to post significant growth in their HQLA and Corporate
bond Investment portfolio. Given the Basel Ill norms for maintaining LCR and NSFR, Treasury has
successfully created a well defined and diversified currency portfolio.

Treasury has used both domestic and international markets for funding the balance sheet as well as
for managing the foreign exchange and interest rate exposures. Strategies such as switching from
short term deposits to long term, adding new and cost effective borrowing sources, timely hedging of
interest rate or funding gap risk using derivatives (IRS/ FX SWAP) have helped Treasury to achieve its
profitability.

Treasury is equipped with high-tech technology with modern communication facilities, handles all
major types of financial products, in line with customer needs and for managing its resources with
effective compliance of regulatory requirements.

Treasury’s major functions are handled by professionally experienced dealers through:

¢ Foreign Exchange Desk : Trading & covering in FX Spot/Forward & Swaps;

* Money Market Desk: Taking care of cash flow management, Inter-bank lending/borrowing, fixed
income securities, liquidity and other related statutory ratio management;.
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e Corporate Desk : Taking care of corporate client’s requirements offering various types of Treasury
products such as deposits, FX spot, FX forward, FX swaps, interest rate swaps, etc.

Treasury is continuing its focus in the field of Corporate bond investments with the aim to diversify
asset class and thereby to enhance portfolio yield.

Efficiency with strict compliance of regulatory requirements/ethical practice combined with innovative
technology is the key for Treasury’s success.

Risk Management Division

The Bank believes in undertaking risks associated with its business only after proper identification,
assessment, management and adequate mitigation of potential risk factors. The material risks to which
the Bank is exposed to are — credit risk, market risk, operational risk, liquidity risk, interest rate risk,
reputational risk and strategic risk.

Risk Management structure and independence:

The Risk Management division of the Group is an independent and dedicated function which reports
directly to Board Risk Management Committee and administratively to the Chairman. The division
is responsible for assessing, monitoring and recommending strategies for control of credit, market,
liquidity and operational risks and IT security risks. Specific personnel are assigned within the Risk
Management division for overseeing each of these risks. The absence of any direct or indirect
reporting lines or arrangements with other internal divisions and permanent membership in all of the
Group’s executive committees are amongst the factors which reflect the independent nature of Risk
Management’s operations and the central role it plays within the Group.

The Risk Management Division is sub divided into different units which assess, monitor and control
different risks. The Credit and Investment review unit is responsible for pre-fact assessment of
corporate credit, international banking including assessment of credit lines for various countries
and banks and investment proposals as per the credit policy/investment policy as well as post fact
analysis of corporate credit exposures. The Credit Review Unit is also responsible for updating and
maintenance of risk grades of corporate credit exposures. In addition, the Control Unit which is part
of Credit & Investment review unit, verifies and monitors the activities and functions carried out by
Credit Administration department on an ongoing daily basis to ensure that credit dispensation is in
compliance with the related approvals as well as conforming to internal and regulatory guidelines. In
addition the Credit & Investment review unit is responsible for reviewing and updating the Credit policy
of the bank at periodic intervals so as to ensure that the policy is attuned to the operating environment
and is in line with regulatory guidelines.

The Operational Risk unit is responsible for monitoring, measuring and reporting the operational risks
of the Bank. Operational risk unit collects operational risk data through Risk & Control Self Assessment,
KRIs, procedure reviews and reported incidents. A loss database is maintained and reported in the
periodic risk management reports. Operational risk unit is also responsible for the bank wide insurance

Annual Report 2017



management and for coordinating the bank wide Business Continuity Plan and ensuring regular testing.
Bank-wide BCP test was conducted successfully in April 2017.

The Risk Policies and Analytics unit is responsible for monitoring market, liquidity, interest rate,
strategic, reputational, compliance and legal risks. It is also responsible for calculating the economic
capital for various risks under ICAAP, conducting stress tests, reporting these to the ALCO, BRMC,
Board and the Central Bank, keeping the risk management policies up to date, and conducting
regular meetings of ALCO and CIC for investments items. Stress tests were conducted on time and
the results reported. The unit is also responsible for analysis of all KSE listed shares for inclusion as
part of acceptable list of collaterals and determining the applicable coverage requirements. The unit
also prepares a monthly portfolio analysis report which is circulated to the ALCO members while a
more detailed half-yearly portfolio analysis is put up to ALCO, BRMC and the Board. The unit also
determines and monitors the strategy metrics comprising of various risk appetite parameters including
macroeconomic variables.

The IT Security unit is responsible for ensuring that all information and equipment of the bank are
secured from internal and external threats whether deliberate or accidental. IT Security ensures the
implementation of security tools and access controls so that the bank’s information is protected against
unauthorized access and disclosures and the IT assets are kept safe.

The Anti Money Laundering unit was moved under the Risk Management Division in February
2017 and is responsible for screening inward and outward transactions and monitoring the financial
activities of the bank’s customers’ accounts. The unit is also responsible for conducting investigations
on suspicious activities and forwarding those suspicious activities to the KFIU (Kuwait Financial
Intelligence Unit) if necessary. The Unit is also responsible to handle all questionnaires, queries, and
KYCs received from CBK’s correspondents. It is also responsible for checking on any new customers
to ascertain whether these customers are on any sanctions lists.

The risk management framework includes a hierarchy of committees involving Directors of the Board
and the executive management for approval and reporting purposes. The governance structure of the
Bank is explained in detail elsewhere in this report.

IFRS9 implementation

During 2017 the division was actively involved in the IFRS9 implementation project and was instrumental
in developing models and related policies/procedures for calibration of PIT PDs & LGDs for all product
segments of the Bank. It was also instrumental in developing the required rules for staging criteria
and associated definitions of Exposure at Default (EAD) and Credit Conversion Factors (CCF) for
calculation of the Expected Credit Loss (ECL) as per IFRS9 requirements. The Division also helped in
the implementation of suitable software selected through assessment of suitable vendors and ensuring
proper configuration and testing.

Treatment of different types of risks:

The treatment of different types of risks by the Bank is elaborated hereunder.
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a) Credit Risk:

The Credit Policy and the Credit Risk Management Policy lay down the guiding principles for lending
activities and the basis of measuring, monitoring and managing credit risks. The credit policy
provides guidelines that establish the lending criteria and all credit decisions are made after giving
due consideration to credit policy requirements. Continuous review and update of the credit policy is
carried out to calibrate it with regulatory and business requirements.

The credit policy is supplemented by the credit risk management policy which establishes the
infrastructure for credit risk management including tools for risk rating, portfolio analysis and
independent reviews. Internal limits are also established for credit concentration and credit quality.
Credit approvals are preceded by detailed due diligence on credit proposals including reviews that are
independent from the risk taking units. The due diligence covers assessment of the quality of financial
information, historical financial performance, future prospects, structure of facilities, their relevance
to the business needs, management expertise, identifiable sources of repayment, available collateral,
additional support available etc. In addition, comprehensive post approval reviews at the individual and
portfolio levels are undertaken to effectively monitor / control the existing credit portfolio. The portfolio
reports and post approval reviews are escalated to the management and the Board/Chairman.

The Bank uses an obligor risk rating model developed and periodically validated by reputed external
consultants. It utilises an advanced algorithm using both financial and non-financial parameters to
generate an obligor risk rating. The system follows a scale of 1 to 11 with 1 being the best risk and 11
being the worst. The internal risk rating is used to drive the credit approval process. The obligor rating
is calibrated to probability of default. Non-financial considerations are industry specific and thus allow
more fine-tuned risk assessment for different industries. Maximum counterparty/group wise lending
limits are applied to exposures according to regulatory norms for credit concentration.

Appropriate risk analysis ensures that the limits approved are commensurate with the risk profile of the
borrower. Apart from individual lending limits, broader portfolio level exposure limits have been stipulated
for perceived higher risk sectors and exposure to these segments are continuously monitored. Country
limits, based on internal risk assessment and sovereign risk ratings by external credit rating agencies
like Moodys and S&P, are in place to ensure adequate portfolio diversification in terms of sovereign
ratings and geographies. The Division also implemented a sector risk assessment model allowing more
granularity in sector classification.

The Bank also measures economic capital for credit risk including capital for name and collateral
concentration under Pillar two of Basel lll. Measurement of concentration risks uses a model that
comprehensively captures name, sector and geographic concentration risks.

b) Market Risk:

Market risk exposure for the Bank is evident in portfolios of equities and foreign exchange that
are actively traded, as well as in other positions whose fair values are directly derived from market
parameters.
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Market risk limits are in place to control the equity and foreign exchange risks. Foreign exchange risks
are monitored daily and controlled through currency-wise absolute limits as well as stop loss limits.
Overnight regulatory limits that include overall absolute limits are strictly enforced.

The Bank also assesses the market risk through internally developed Value at Risk (VaR) measures.
VaR is based on historical simulation over the relevant observation period and is computed as the
maximum possible loss over the relevant holding period at the 99th percentile. Limits are in place for
the maximum permitted VaR for the foreign exchange and equity positions. The VaR models are back
tested annually to confirm their robustness. In addition, economic capital for market risk, including
concentrations therein, is calculated regularly. During the year, in line with the change proposed by BIS
in market risk calculation, economic capital calculations for market risk were changed and economic
capital is now calculated from “expected loss” instead of VaR.

Investment proposals are subject to detailed due diligence including reviews that are independent from
the risk taking units. Investments are classified under pre-defined asset categories and are subject to
pre-approved limits for such categories. Further the Group’s overall investment capacity and individual
investments are restricted to stipulated limits and guidelines laid down by the Central Bank.

c) Liquidity Risk:

The Bank manages liquidity risks that are evident in maturity mismatches and liability-side
concentrations. Limits are in place for the control of liquidity risk and these include the maximum
allowable cumulative mismatches. Internal alert limits are also laid down to ensure continued adherence
to the regulatory limits. Liquidity risk management is further enhanced through limits that attempt to
restrict concentration of deposits from sensitive significant depositors as well as products. Limits are
also in place for mismatches in different time buckets thereby ensuring that maturing liabilities and
assets remain largely matched. A detailed liability side analysis is conducted periodically to discern
rollover patterns, identify core deposits, behavioural trends in short-term funds and correlations with
macro economic variables.

The Bank’s liquidity risk management policy also requires that proper liquidity planning is periodically
conducted and that stress tests are performed based on scenario analyses. A detailed contingency
plan also forms part of the liquidity management framework. Economic capital for liquidity risk under
pillar two of Basel lll using internally developed methodology is also measured regularly.

The Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio (NSFR) are being measured and
monitored regularly against regulatory limits or internal limits that are progressively phased to reach the
regulatory limits.

d) Interest Rate Risk:

Interest rate risk is managed as per the guidelines laid down in the interest rate risk management policy.
The majority of the assets and liabilities of the Bank mature and / or re-price within one year and hence
there is limited exposure to interest rate risk. Interest rate risk is monitored with the help of an interest
rate sensitivity monitor (IRSM) in which assets and liabilities are distributed in pre-defined maturity/
re-pricing time bands. The Earnings at Risk (EaR) is computed by applying pre-defined rate shocks to
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the IRSM and this is compared against internal limits that define the Bank’s appetite for this risk. Varied
rate shocks for different time buckets/currencies are used for calculating the EaR. In addition, the
sensitivity of the economic value of equity is also calculated. Economic capital under pillar two for
interest rate risk is measured regularly using an internally developed methodology.

e) Operational Risk:

Operational Risk management is focused on identifying, assessing and minimizing the impact of risk
events that may arise through inadequate processes, human error, system failures as well as external
factors by using a range of assessment methods including Risk Control Self Assessments (RCSA)
and a comprehensive review of group-wide procedures. An objective scorecard is used to assess
the different operational risk areas based on pre-defined parameters and to grade them under certain
categories. This gradation is used in the measurement of economical capital for operational risk,
compliance risk and legal risk. Internally maintained loss data, consolidated principally from incident
reporting channels, provides information on the frequency and impact of operational risk events. A
group-wide business continuity framework is in place to tackle any unforeseen contingencies that
aims to ensure that business continuity is achieved with minimal disruption to critical processes and
systems.

Insurance management which is integrated into this framework facilitates prudent transfer of risks.
Insurance coverage provides partial mitigation for operational risk. The operational risk management
policy lays down general guidelines for insurance management including factors to be considered in
structuring insurance policies, credit risk of insurer, definition of policy limits and deductibles, policy
reviews and handling of claims.

f) Other risks

Policies are in place for other risks including strategic risk and reputational risk. These policies establish
roles and responsibilities for various stakeholders in managing and controlling these risks. In addition,
quantification methodologies are in place for measuring the economic capital for these risks.

Information Technology Department

Information Technology Department during 2017 continues in working on the objective of building
relationship with business areas and customer as end user of technology. Systems were developed
and enhanced to make the customer feel that CBK endeavors to meet and exceed customers’
expectations. The following systems were implemented to achieve this:

- Smart ATM (withdrawal and deposit). Customers are able to deposit and withdraw amounts that they
want. Fils and loose bills like KD 1 or KD 5 is accepted in the Smart ATM. Programs are in-house
developed and tested providing savings to the Bank which can be used to invest to earn more profit.

- Front end system is enhanced to add more services for the customer can do by themselves with
minimal help from the Bank’s staff. In this way it minimize the number of staff in the branches as well
as empowering the customer to make own of his transactions.

e Account opening is processed by customer with minimal assistance from the Virtual banking agent.
e |ssuance or cancellation of prepaid card is made available to the customer to process it their own.
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e Deposit of other Banks checks is a function that not only done by the customer but also integrates
with the KECCS system. This makes the process faster and more secured.

e Gemalto system is implemented to cater to customers ability to get their cards upon opening of
accounts.

- Improvements in the Banks 24/7 applications.

¢ Finger print authentication is implemented for the mobile banking. This enhances security in the
application.

¢ Ability to deactivate or activate debit cards in the Internet and Mobile banking. Allowing the customer
to prevent losses in case he misplace or lost his card. And shortening the process of deactivates his
card in case he needs to for emergency purpose.

e ATM security is improved in order to prevent scheming of customer’s cards.

e Contactless cards is implemented for the convenience of the customer.

e Developing the platform of Instapay service, the service that gives the customer the ability to collect
money from others not necessarily a customer of the Bank.

- Internal application that were implemented for better productivity or compliance to regulatory
requirements ;

e Attendance system is implemented in order to integrate employees attendance and salary processing.
The system also allowed the Bank to control access to critical areas to those who need access only.

¢ Incoming Swift messages are processed seamlessly with the implementation of STP from Swift Lite
2 to the Back end

e Swift GPI to better monitor fund transfer done by our credited to other Banks inside or outside Kuwait.
¢ |IFRS 9 to comply with the reporting requirements of Central Bank and other regulatory bodies.

Operations Division

The Operations Division had a remarkable year 2017, marked by several achievements and attainment
of a number of key milestones. The Division has been successful in managing overall operational
efficiencies through ongoing optimisation, workflow streamlining, monitoring and control processes,
thereby providing improved service to both internal and external customers.

Cash Management Centre (CMC)

The Cash Management Centre (CMC) is responsible for ensuring 24/7 cash availability to customers.
The CMC has been successful in providing high availability of cash in the ATMs during peak salary
periods, weekends and public holidays. This was achieved with unified ATM loading, daily cash
balancing and reconciliation.

The Business Cash Centre is open for extended working hours and during public holidays to facilitate
customers’ cash requirements.

Operations Processing And Control

This centralised Unit has been successfully managing back-end operations of various financial This
centralised Unit has been successfully managing back-end operations of various financial transactions.
The Bank has been successful in streamlining and automating various types of transactions to reduce
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waiting time for the customers and improve efficiency. Further improvements have been done to a
number of processes, which include SWIFT remittances, inward and outward cheques processing
through the CB KECCS system, Business account opening, standing instructions set-up & processing,
collateral management, salaries payments, transfers between accounts, customs fees payments,
credit card payments & maintenance, accounts & settlement.

Automation has been done to credit customer accounts for large amounts against credit confirmation
from the correspondent banks and for funds to be re-transferred to local banks. Automatic generation
of SWIFT messages for standing orders to Ministries / Local bank customers has also been done.
These help to reduce the manual intervention and avoid delays in processing.

Improvements have been done to the reconciliation process for cash withdrawal / cash deposit / debit
card transactions, which in turn reduced the resolution time for Customer disputes.

Continuous optimization, workflow streamlining, monitoring & control help achieve overall efficiency.

Contact Center

The Bank’s Contact Center has been successfully providing 24X7 support for all Customer contacts
through voice and video calls.

‘Premier Callback Assist’, a dedicated Queue for Premier Customers has been introduced.

In order to improve customer retention, satisfaction and boost customer loyalty, the ‘Al Tijari Call Back
Assist’ has been introduced.

Higher level of efficiency is being achieved by Call Traffic leveling between peak and non-peak times.

Procedure Documentation Unit

The department was able to complete and release several critical procedures during the year, as
required by regulatory authorities and business areas (Trade Services, Treasury, Contact Center, Credit
Administration, Quality Management and Retail Banking).

Trade Services Department

This is a highly specialized technical unit within Operations, and the staff have specialized training in
managing letters of credit (import & export), letters of guarantees, as well as inward bills for collection.
The Unit created and implemented a pool concept whereby all staff are conversant with all the products
offered.

Treasury And Investment Operations

Treasury & Investment Operations is responsible for processing financial transactions such as Forex ,
Money market, Derivatives, Investments; Control of Collateral management of Forex Swaps & IRS
which requires a range of complex and skilled tasks. The Department plays a key role in supporting
the Treasury department. The department has continuous interaction with Internal IT department
and external Vendors to attain maximum System efficiency. Continued efforts for a paper-less work
environment led to the successful implementation of screen based interface, facilitated web based
archiving of settlement records which in turn simplified processes of audit and compliance.

Credit Administration Department

Being a critical unit for the Bank, emphasis has been placed in accurate updating of credit facilities and
documentation for the asset customers of the Bank. Efforts are on to automate processes and reduce
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manual efforts and provide to the Corporate Credit Department in timely manner. During year 2017,
extensive efforts have been made in coordination with ITD to protect bank’s rights by developing and
generating controls reports.

Human Resources Department

“We aim at attracting, developing and retaining talents, while ensuring the implementation of fair and
efficient HR practices”.

As formulated in its mission statement, The Human Resources Department is committed to continuous
improvement, quality excellence and efficiency.

As such, several initiatives were developed and implemented in 2017 in order build and sustain a
healthy culture.

The Employee Handbook & Orientation Session

In order to facilitate the integration of new hires and provide them with the required information to
facilitate their work, HRD designed a one day orientation session to provide new comers with an
overview on CBK history, corporate social responsibility activities and main achievements in addition
to introducing them to the Bank’s internal policies and code of conduct. Further, HRD embarked on
updating the Employee Handbook which will highlight the core policies, procedures and work rules to
exiting employees and new hires.

THABER E-learning Portal

In an effort to promote a learning culture at CBK and provide employees with an opportunity to develop
their professional skills, The Human Resources Division in collaboration with an international vendor
launched “THABER?”, an e-learning portal incorporating an online library of selected behavioral topics.

Learning & Development

The Learning & Development Unit carried on the implementation of the Talent Management initiative
launched in 2016 by providing CBK high potentials with a blended learning approach incorporating high-
end classroom programs in addition to e-learning modules to enhance and develop their professional
skills.

Recruitment Expansion
This initiative enhanced CBK’s recruitment activities using existing platforms and integrating technology
to improve efficiency and outcomes.

The Recruitment Unit:

¢ Implemented the e-recruitment source in order to allow candidates to apply for positions online and
save the generated CVs automatically in our database.

¢ Used online databases (Bayt.com and LinkedIn...) and social media platforms to generate additional
CVs as per the set requirements.
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Award Programs

In line with CBK’s continuous effort to foster employees’ motivation, enhance their morale and recognize
their effort towards achieving exceptional results; HRD designed Award programs to promote such
practice.

Internal Audit Department

The Internal Audit function provides independent oversight of the effectiveness of, and adherence to,
the Bank’s organizational and procedural controls. It also oversees the effectiveness of, and adherence
to, the Bank’s compliance and risk management policies and practices.

The Bank has a well-established Internal Audit Department (IAD), which is responsible for independently
testing and evaluating all internal controls and ensuring that the operating and business units adhere to
internal policies, procedures and regulatory and legal requirements. The audit function also proactively
recommends improvements in operational processes and service quality.

Since the beginning of 2015, Internal Audit Department was trying hard to establish solid and cooperative
relationships with different Business areas across CBK maintaining the balance between enhancing
Business Controls and give required support that would benefit the Business processes as well.

Internal Audit also provides the management with advisory services for several issues related to
financial statements, operations, business process and corporate policies and procedures.

Internal Audit Department is always keen to maintain transparent relationships with all CBK Business
Stakeholders during all audit phases through different meetings and discussions from the start of the
planning phase till the reporting of audit findings phase.

Internal Audit encourages the IAD Staff to study and take a professional audit certificate such as
“Certified Internal Auditor”.

Compliance & Corporate Governance Department

Compliance & Corporate Governance Department is an independent function which reports directly
to the Board Corporate Governance Committee. Compliance & Corporate Governance Department
has pivotal role in helping the Bank avert any risks that may arise from non-compliance with the
instructions issued by local regulators, basically the Central Bank of Kuwait. CCGD achieves this goal
by continuously verifying and ensuring that the Bank’s bylaws and policies are attuned to the regulatory
requirements. Further, CCGD is a point of reference within the Bank as it reacts to all queries related
to compliance with regulatory regulations and also acts as a liaison between the Bank and regulators
in relation to the regulatory regulations and any related issues, in addition to its efforts & endeavors
to enhance the compliance and governance environment & culture for all staff members in the Bank.
CCGD is responsible for preparing periodic reports on compliance and corporate governance within
the Bank inclusive with the necessary recommendations in this respect. Such reports will be raised
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to the Board Corporate Governance Committee which will in its turn present the same to the Board
of Directors along with submitting the necessary recommendations. The Department undertakes its
duties & functions through Compliance Unit and Corporate Governance Unit.

Compliance Unit is responsible for scrutinizing the Bank’s compliance with the local regulatory
requirements covering all aspects associated with the banking business so that the Bank can avert risks
that may result from non-compliance with the same. For this purpose, Compliance Unit undertakes the
following:

¢ Provide the required assistance to the Bank’s different departments /divisions to clearly & precisely
understand the regulatory instructions along with interpreting and clarifying the same to the departments/
divisions.

¢ Preparing and updating the Bank’s compliance policy.

¢ Reviewing the bylaws and policies to ensure their consistency with the regulatory instructions.

e Coordinating between External Auditors and the Bank’s different departments/divisions with a view
to streamline the External Auditor’s engagement in examining the internal control systems within the
Bank.

e Participating in the training sessions organized for the Bank’s staff members with a view to get them
aware of all compliance related issues.

¢ Follow-up the rectifying actions taken by the Bank’s different departments/divisions with regard to
any violations/remarks raised by the regulatory authorities.

¢ Implementing the requirements of the Foreign Account Tax Compliance Act (FATCA).

¢ Implementing the requirements of the Multilateral Agreement concerning exchange of financial
information for tax purposes as signed by the State of Kuwait.

Corporate Governance Unit is responsible for implementing regulators’ instructions on the
sound Corporate Governance rules. The Unit monitors and verifies the Bank’s compliance with the
implementation of the requirements & instructions issued by the Central Bank of Kuwait with regard
to Corporate Governance rules. The Corporate Governance rules cover disclosure & transparency
standards where the Bank endeavors to strictly comply with such standards as per the instructions
of both the Central Bank of Kuwait and Capital Markets Authority. The Corporate Governance Unit is
tasked with the following duties:

e Take the necessary actions to comply with the Central Bank of Kuwait’s requirements & instructions
on Corporate Governance rules and related requirements.

e Review and update Corporate Governance manual, bylaws and Corporate Governance related
policies to ensure that they are in line with the Corporate Governance rules as per the local regulatory
instructions.

e Take the necessary actions with regard to disclosure and transparency requirements as per the
applicable regulations in this regard.

¢ \erifying the extent to which subsidiaries satisfy Corporate Governance requirements.

e Participate in the training sessions organized by the Bank to get staff members familiarized with all
issues related to Corporate Governance principles and disclosure.
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During the year 2017, Compliance and Corporate Governance Department handled some new
requirements, including the following:

¢ Implementing the requirements of the Multilateral Agreement concerning the automatic exchange of
financial information for tax purposes as signed by the State of Kuwait and the Ministerial resolutions
issued in this respect. These efforts included the preparation of the account opening form, Know Your
Customer form, self certification, and other procedures as applicable within the Bank. The Bank also
engaged an audit firm accredited by the Ministry of Finance in Kuwait to validate and confirm the
reports and certifications of the Common Reporting Standards as per the related ministerial resolutions
issued in this regard.

e Complying with the implementation of the resolutions and circulars of the Capital Markets Authority
and Boursa Kuwait which were issued during the year regarding the rights related to stock ownership
(corporate actions) under Post-Trading System (first transition stage), in addition to dealing with the
online disclosure system as applied by Boursa Kuwait Company.

Legal Department

The Bank’s in-house Legal Department assumes an effective role in providing the Bank’s diverse
departments and divisions with the professional legal services in such a way that satisfies their
requirements, safeguards the interests of the Bank and its shareholders and customers, maintains its
corporate image and helps the Bank to compete & outperform its local peers for having a leading edge
and enhancing its important role and position in banking industry. Thus, Legal Department endeavors,
through a professional working environment and clear objectives, to swiftly render the required legal
services in such a professional manner and this was clearly manifested and occurred frequently in
2017.

The Legal Department aims to have in place a competent team specialized in all legal affairs and able
to effectively and efficiently adopt and deal with the Bank’s plans and strategies. The Legal Department
shall continuously endeavors to enhance the capabilities of all its employees through training and
development.

The Department, with the units under its supervision, has achieved its objectives where it managed to
collect amounts in relation to the non-performing loans in 2017.

Furthermore, Legal Department endeavors to provide the Board of Directors, Executive Management
and the Bank’s diverse departments and branches, expeditiously and on accurate and flexible basis,
with the required legal advice and opinions in accordance with the provisions of laws, regulations &
regulatory instructions in force and the related amendments & changes that may be introduced thereto
from time to time.

Undoubtedly, the drafting of the legal contracts and documents related to the Bank’s business always
come among the Department’s priorities for organizing the relationship between the Bank and its
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customers through appropriate and well-balanced legal framework. However, and when necessary, the
Department endeavors to update the Bank’s forms & documents from legal perspective to cope with
the developments seen in banking industry and to meet the Bank’s requirements and its customers’
needs.

Moreover, the Department represents the Bank before judicial bodies and investigation authorities
and all related government & non-government entities in Kuwait. Legal Department endeavors to
successfully assume this primary and essential role.

Additionally, the Department works closely to put in place an effective mechanism to rapidly entertain
& respond to the Bank diverse departments’ requests to obtain legal services and provide them with
the proper solutions taking into account the related legal rules & regulations as well as challenges &
developments and the increasing competition seen in banking industry.

The Department has also an objective which is similarly important as those mentioned above, namely
to contribute in getting staff members, particularly the new recruits at the Bank’s different departments
and branches familiarized and aware of the legal issues & matters pertaining to banking business.

Advertising & Public Relations Department

The Bank’s Advertising and Public Relations Department has remained in 2017 dedicated to highlighting
and demonstrating the caring face of Commercial Bank of Kuwait and its remarkable role in supporting
corporate social responsibility programs. The Department continued to be in the heart of society related
events by offering sponsorship and support to several societal activities and events to the benefit of all
society segments.

The Bank’s social responsibility message is always translated in the social activity programs arranged
by the Bank and the sponsorship offered by Advertising & PR Department to a number of educational,
cultural, social, sporting related activities and others in 2017. This comes out to further illustrate that the
Bank is an integral part of Kuwaiti society and the core success of its social responsibility endeavors
lies in the support rendered to strengthen its social ties with civil society and non-profit institutions.

Within the environment preservation efforts initiated by the Bank, Advertising & Public Relations
Department in cooperation with the Kuwait Society for the Protection of Animals and their Habitat
patronized “Desert Cleanup and Replanting” Campaign under the caption “Let Us Be Heroes”. The
campaign aimed to raise awareness of the importance of replanting and keeping the desert clean. This
initiative came in completion to KSPATH’s Beaches Cleanup Campaign previously launched under
marine environment protection & wildlife conservation programs and activities.

Furthermore, Adverting & PR Department had a pivotal role in offering sponsorship and support to all
societal and humanitarian activities throughout the year. This role was clearly manifested during the
Holy Month of Ramadan which saw several philanthropic and humanitarian activities arranged by the
Bank, the most important of which was the Campaign captioned “Contribute in Printing a Copy of
the Qur’an for Each Blind” for contributing in printing the Holy Qur’an in Braille Manner for the blind in
collaboration with Kuwait Blind Association.
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At another front, the Department continued its annual humanitarian initiative under “Hawwen Alaihom”
Campaign designated to provide assistance and support to the road cleaners and construction workers
in their work locations during summer and winter - this Campaign which was selected and named for
GCC-CSR Award. The Campaign has proved to be extremely successful by attracting several followers
of the Bank’s social media networks.

As an ongoing yearly practice, the Bank has issued its annual calendar which remains an icon of the
Bank’s contributions to the revival of the old Kuwaiti heritage. It is known that the calendar mirrors
vivid scenes from the traditions and customs of ancestors and forefathers in the past. Within the
same context, the Department continued to launch “Ya Zeen Turathna” Campaign in view of the great
success it achieved over the past years. This Campaign is meant to revive the old Kuwaiti heritage
and educate the present and future generations of the worth-highlighting traditions and glorious deeds
of Kuwaiti ancestors to keep the essence of the past with its memories present in minds so as not to
vanish with the ever-changing life cycle.

In completion of the humanitarian activities which truly reflect voluntary social work, Advertising & PR
Department, in cooperation with Kuwait Central Blood Bank, organized a blood donation campaign
that saw high participation by the Bank’s staff members. This campaign came within the numerous
contributions offered by Advertising & PR Department to different civil society institutions.

Underpinning the comprehensive social responsibility, Advertising & PR Department offered support
and sponsorship for the activities organized by the six Governorates of Kuwait (Capital, Hawalli,
Farwaniya, Ahmadi, Mubarak Al- Kabeer and Jahraa) in 2017. Stemming from the Bank’s belief that its
success and community development go hand in hand, the Bank offered financial contribution for each
Governorate to support all social, cultural, educational and sporting activities organized by Kuwait
Governorates.

As for the in-house activities, Advertising and Public Relations Department continued its successful
and active cooperation with the Bank’s diverse departments by organizing campaigns, activities and
events for the banking services and marketing offers the Bank continuously provides and launches to
its customers. The Department, further, had a positive role in creating friendly and amicable atmosphere
among the Bank staff members by organizing celebrations of the National Day of Kuwait in which the
Bank’s executives shared staff members their happiness of this important occasion for all nationals and
residents alike.

Given the diversity of the Bank’s activities in the area of social responsibility, Advertising and Public

Relations Department issued a booklet highlighting all societal activities and events organized and
patronized by the Bank during the year 2017.
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Corporate Governance
Rules and Systems
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First: Introduction

When applying Corporate Governance rules and systems, Commercial Bank of Kuwait follows the
instructions issued by the Central Bank of Kuwait and the international standards issued by Basel
Committee on Banking Supervision. As an essential part of its commitment to the highest standards of
Corporate Governance, the Bank applies set of bylaws, policies and practices which aim to enhance
Corporate Governance principles and promote Corporate Governance culture within the Bank.

During the year 2017, the Bank continued to enhance its policies & procedures with a view to effectively
apply the instructions & standards pertaining to Corporate Governance rules to safeguard the Bank,
its rights and the rights of its shareholders, depositors, creditors, customers, staff members and other
stakeholders. The Bank has in place a well-defined Corporate Governance structure and updates the
existing bylaws and policies to ensure compliance with the Central Bank of Kuwait’s requirements.

The Bank adopts the utmost degree of transparency and discloses all material information related
to the Bank according to the instructions issued by Capital Markets Authority and Boursa Kuwait.
The Bank also posts this information on its website which also contains a brief manual on Corporate
Governance rules.

Second: Shareholders with a Percentage of the Bank’s
Share Capital

Presented below are the shareholders whose ownership exceeding 5% of the Bank’s capital based on
the shareholders register as at the end of 2017:
Al Sharg Holding Company 23.221%

Third: Corporate Governance Structure

The Bank believes that it is pivotal to design the Corporate Governance structure in a way that will
include forms of effective control tools on the Bank’s business to advocate excellence in Corporate
Governance. This structure is regularly reviewed and updated to reflect any developments that may
arise in Corporate Governance. The following hierarchy illustrates the general structure of Corporate
Governance framework within the Bank.

External Shareholders
Auditors Assembly

Board of
Directors

Board Risk Board

Corporate
p Management
i Committee : Governance
Affairs Chairman Committee Committee

Board i
Board Loan Nomination Board Board Audit

Committee Remuneration
Committee

Internal Risk Compliance
Audit Management & CG
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Fourth: Board of Directors and its Main Responsibilities
& Key Achievements:

The Board of Directors is composed of 10 Members elected through secret ballot for a term of three
years in the General Meeting by the shareholders. The Board of Directors, collectively, has various
qualifications, experience and specialized skills and possesses adequate knowledge and expertise
relevant to financial activities including financing, accounting, lending, and banking operations.
Furthermore, the Board of Directors has knowledge on strategic planning, Corporate Governance,
risk management, internal controls, legal & regulatory environment and the Board has also reasonable
understanding of local, regional and global economic developments.

Presented below is a brief on the Bank’s Board Members:

Mr. Ali Mousa Al Mousa - Chairman

Mr. Ali Mousa is a Kuwaiti national holding bachelor degree in Management 1970/American University
of Beirut. Mr. Ali Mousa possesses long experience and has occupied many positions salient of which
are the following:

¢ Assistant Under-Secretary, Planning Affairs, Ministry of Planning during the period from 1976 to 1982.
¢ Participated in setting up the Central Internal Audit Function in Kuwait Petroleum Corporation in 1984
and managed the same during the period from 1984 to 1992.

e Deputy Governor of the Central Bank of Kuwait during the period from 1992 to 1998.

e State Minister of Planning & Administrative Development during the period from 1998 to 1999.

In addition, Mr. Al Mousa was a Member in councils, board of directors and committees such as the
Supreme Planning Council, College of Commerce, Economy and Political Sciences Council (Kuwait
University), Industry Development Committee and Supreme Education Council, Center of Gulf and
Arabian Peninsula Studies (Kuwait University), etc. In addition to this, he had significant contributions
in several economic and social development action-oriented committees, councils and forums.

Mr. Ali Mousa was a chairman of the board and member in the board of directors in a number of banks,
companies and institutions within and outside Kuwait and he is now a Member in the Board of Directors
in Kuwait Clearing Company.

Mr. Ali Mousa holds the position of the Bank’s Chairman since 29/4/2012 and he is the Chairman of the
Board Loans Committee.

Sheikh / Ahmad Duaij Al Sabah - Vice Chairman

Sheikh / Ahmad is a Kuwaiti national holding bachelor of Economy and Finance 2000 / Bentli University,
USA and Master in Management 2008 / from Kuwait Maastricht Business School. Sheikh / Ahmad held
the following positions during his tenure.

¢ Financial analyst in Kuwait Petroleum Corporation during the period from 2001 to 2003.

¢ Credit analyst in Commercial Bank of Kuwait during the period from 2005 to 2010.

¢ Investment Manager in Tijari Investment Company during the period from 2010 to 2012.
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Sheikh / Ahmad Al Sabah is the Chairman of Al-Tijari Financial Brokerage Company.

In addition to being a Member in the Bank’s Board of Directors since 29/4/2012 and the Vice Chairman
since 4/4/2015, he is the Chairman of Board Corporate Governance Committee and is also a Member
in the Board Loans Committee.

Mr. Abdulrazzaq Abdulqader Al Kandari

Mr. Abdulrazzaq is a Kuwaiti national holding bachelor of Political Sciences 1966 / Cairo University,
Egypt. Mr. Abdulrazzaq possesses long experience in political and diplomatic field where he was the
Ambassador of Kuwait in many countries such as:

e Syria during the period from 1981 to 1985.

e Egypt during the period from 1985 to 1992.

e Spain during the period from 1992 to 1995.

e | ebanon during the period from 1995 to 1998.

¢ United Arab Emirates during the period from 2004 to 2006.

e Switzerland during the period from 2006 to 2008.

Furthermore, Mr. Abdulrazzaq was a Board Member in Beirut Tower Company (Lebanese Co.) during
the period from 2004 to 2007.

Mr. Abdulrazzaq is a Member in the Bank’s Board of Directors since 29/4/2012 and he was the Bank’s
Deputy Chairman during the period from 29/4/2012 to 4/4/2015. Mr. Abdulrazzaq is now the Chairman
of the Board Nomination & Remuneration Committee and is also a Member in the Board Loans
Committee.

Mr. Abdulrahman Abdullah Al Ali
Mr. Abdulrahman is a Kuwaiti national holding bachelor of Mechanical Engineering 1975 and Master in
Business Administration/ Finance & Investment 1979/ Weskans University, USA.

Mr. Abdulrahman is an experienced board member offering 30 years of experience in investment and
projects financing mostly acquired during his work at Gulf Investment Corporation, where he held the
position of Senior Deputy Chairman, besides being a Board Member in Industrial Bank of Kuwait during
the period from 2010 until 2011.

Besides being a Member in the Bank’s Board of Directors since 29/4/2012, he is the Chairman of
the Board Risk Management Committee and is also a Member in the Board Corporate Governance
Committee.

Mr. Bader Sulaiman Al Ahmad

Mr. Bader is a Kuwaiti national holding a bachelor of Accounting 1980 / Kuwait University and a Master
in Business Administration 1983 / USA. Mr. Bader is an experienced board member and has occupied
diverse positions including the following:

e Accounting Controller / Civil Service Commission (1983 — 1985).

e Member of the Saudi Organization for Certified Public Accountants in Saudi Arabia (Riyadh) No. 212
on 14/9/1407H.
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¢ Analyst of Companies’ balance sheets / Kuwait Stock Exchange (1985 — 1986).

e Deputy Manager, Catering Department / Kuwait Aviation Service Company (1986 — 2002).

e General Manager, United Poultry Company (2007 — 2008).

e Manager, Safway General Trading & Contracting Company since 1989 to date.

e Deputy Chairman of Commercial Bank of Kuwait during the period from 7/4/2010 until 11/5/2010.
e Chairman of Commercial Bank of Kuwait during the period from 11/5/2010 until 23/3/2011.

¢ Board Member in Commercial Bank of Kuwait during the period from 23/3/2011 until 29/4/2012.
¢ Board Member in Securities Group Company since year 2000 to date.

In addition to his responsibilities as a Member in the Bank’s Board of Directors since 25/6/2013, Mr.
Bader is the Chairman of the Board Audit Committee and is also a Member in the Board Nomination &
Remuneration Committee.

Dr. Arshid Abdulhadi Al Houri

Dr. Arshid is a Kuwaiti national holding bachelor of Law & Legislation from Kuwait University in 1986
and high diploma in Administrative Law 1993 -1994 from the Police Academy - Egypt and he also
held Master in Administrative law 1996 / Cairo University - Egypt and a PHD in law (public law —
Administrative law) 2001 / Ain Shams University - Egypt. Dr. Arshid experience extends to several years
during which he occupied a number of positions including the following:

® Manager, Legal Department — National Guard (1994 — 2007).
e Advisor to His Highness Head of Kuwait National Guard (2007 — 2008).

Dr. Arshid was also a Board Member in Tijari Investment Company- CBK Capital from 2010 — 2013 and
Deputy Chairman of Yiaco Medical Company and he is now the Chairman of this Company. In addition,
he was seconded for teaching in Kuwait University — College of Law during the period from 2012 to
date.

Besides being a Member in the Bank’s Board of Directors since 6/7/2013, he is a Member in both the
Board Audit Committee and the Board Nomination & Remuneration Committee.

Mr. Musaed Nuri Al Saleh
Mr. Musaed is a Kuwaiti national holding a bachelor degree in Business Administration from Suffolk
University, USA, 1998 He was also a Fellow at Harvard University’s Center for International Affairs.

Mr. Musaed has more than 19 years of experience in areas of investments, advisory services, real
estate, banking and managing companies.

e He is currently the Deputy CEO at MASS United Trading & Contracting Company.

e Former Deputy Chairman, and CEO - National Projects Holding Company.

® Honored by the World Economic Forum (WEF) as a Young Global Leader (YGL).

e Member of the Young Presidents’ Organization (YPO) since 2004.

* Former Member of the Board of Directors of the Kuwait Society for the Handicapped.

e Banking experience obtained from working with a number of banks such as Banque Baring Brothers
and First International Merchant Bank.
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In addition to being a Board Member in Commercial Bank of Kuwait since 30/9/2014, Mr. Musaed Al
Saleh is a Member in both the Board Loans Committee and the Board Risk Management Committee.

Mr. Hazem Meshari Al Khaled

Mr. Hazem is a Kuwaiti national holding Bachelor of Science in Business Administration 1996 -
American University, Washington, D.C. in addition to advanced training courses in accounting, credit
and financial analysis.

Mr. Hazem possesses an excellent professional experience in management area at the level of board
of directors as well as, executive management which was acquired during his tenure in the following
institutions:

e General Manager in Al-Khaled Aluminum Company (2000 to 2005).

e The CEO - Al-Khaled Companies Group (from 2005 to date).

¢ Board Member in Kuwait Dairy Company (from 2005 to date).

e Board Member — Real Estate Financing Company (Al-Tashilat) during the period from 2008 to date.

In addition to being a Member in the Bank’s Board of Directors since 12/5/2015, he is a Member in both
the Board Audit Committee and the Board Corporate Governance Committee.

Ms. Rasha Yousef Al Awadhi

Ms. Rasha is a Kuwaiti national holding a Bachelor of Accounting & Auditing 1992 / Kuwait University.
Ms. Rasha is also Certified Accountant, Certified Securities Trader, Arbitrator, Certified International
Investment Analyst, Certified Investment & Derivatives Auditor and Certified Internal Auditor. She is a
member of the Kuwaiti Association of Accountants & Auditors.

Apart from her higher academic qualifications & credentials, Ms. Rasha possesses long experience in
investment field where she has occupied diverse positions including the following:

- Investment Officer in Kuwait Foreign Trading Contracting and Investment Company (KFTCIC) (1992
to 1996).

- Senior Officer in Kuwait Investment Company (1997 to 1998).

- Assistant Deputy Head - Operations / Global Investment House (1998 to 1999).

- Deputy Head — Operations / Global Investment House (2000 to 2006).

- Senior Vice Chairman — UNICAP Investment & Finance (Housing Finance Company (ISKAN) previously)
since 2006 to date.

- General Manager - First Kuwaiti Educational Services Company since 2010 to date.

In addition to the above, Ms. Rasha is currently holding the following positions:

¢ Board Member in Iskan Oman Investment Company and Head — Audit Committee in the Company.
®* Member in Investment Committee of UNICAP (Housing Finance Company previously).

e Board Member in the private schools union

Ms. Rasha is a Member in the Bank’s Board of Directors since 4/4/2015 and is also a Member in both
the Board Corporate Governance Committee and the Board Audit Committee.
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Ms. Mona Mousa Al Sarraf

Ms. Mona is a Kuwaiti national holding a Bachelor of Arts, English Major 1987 / Kuwait University. She
possesses long experience in banking and financial business in Kuwait where she held the following
positions:

e Manager, Operations - Banking Services Section / Al Ahli Bank of Kuwait (1987 — 1992).

e Manager, Customer Services — Kuwait Foreign Trading Contracting and Investment Company
(KFTCIC) (1993 - 1995).

¢ Head, Private Banking and Assistant General Manager — Private Banking Group / Burgan Bank (1998
-2010).

e Advisor, Private Banking Department — Kuwait International Bank (May - September 2011).

In addition to being a Board Member in Commercial Bank of Kuwait since 4/4/2015, Ms. Mona is a
Member in both the Board Risk Management Committee and the Board Loans Committee.

Main Roles & Responsibilities of the Board of Directors

The Board of Directors has overall responsibility for the Bank. This will cover overseeing the Bank’s
strategic objectives, approving business plans, setting up the Bank’s risk strategy & appetite, updating
Corporate Governance principles, approval of policies and building up the public trust in the Bank’s
management in addition to the active contribution in organization of the Bank’s business. Further, the
Board of Directors bears responsibility pertaining to the Bank’s financial soundness, safeguarding the
interests of shareholders and stakeholders with emphasis on risk management and its governance,
enhancing internal control systems, internal & external audits and other roles and responsibilities
shouldered by the Board under laws, regulations and regulatory instructions & resolutions.

Key Achievements of the Board of Directors for the year 2017

e Approve the Bank’s strategy & business plan (2017 — 2019).

e Approve risk management strategy (2017 — 2019).

¢ Periodic review of risk management strategy.

e Continued review of the Bank’s organizational structure along with approving the amendments
introduced on the same.

¢ Review and approve the Bank’s quarterly & annually financial statements.

¢ Review Capital Adequacy and stress testing reports as well as risk management’s periodic reports.
* Review and approve the stress testing methodology.

e Approve the Bank’s budget.

¢ Approve the Digital Banking Strategy (2022).

* Approve the updates to the bylaws of the Board committees.

¢ Approve the updates to the Corporate Governance policies.

e Approve the updates to the diverse policies governing the Bank’s business.

e Approve the succession plan.

¢ Review the periodic reports pertaining to the Bank’s diverse business activities.

* Review the periodic reports pertaining to roles & responsibilities of the Board committees along with
monitoring the duties of such committees.

¢ Review the performance of the credit & investment portfolios.

¢ Follow up all remarks raised by regulators along and the necessary action taking in this regard.

¢ Follow up all developments related to legal proceedings initiated for safeguarding the Bank’s rights.
e Review the External Auditor’s Internal Control Review (ICR) report for the year 2016 and follow-up
reports prepared in this regard.

¢ Follow up the implementation of FATCA Law requirements and the multilateral competent authority
agreement (MCAA) on implementing the automated exchange of financial information in tax matters
(CRS) signed by the State of Kuwait as well as the local ministerial resolutions issued in this regard.
¢ Follow up the application of IFRS9 requirements.
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Fifth: The Board Committees, their Main Roles &
Responsibilities and Key Achievements:

Within the process of enhancing the principles of Corporate Governance at the Bank, the Bank formed
5 Board Committees out of which 4 Committees oversee the application of Corporate Governance’s
different aspects in addition to the BLC which is concerned with all issues related to the credit facilities
portfolio, as below:

Board Corporate Governance Committee

Composition e Sheikh / Ahmad Duaij Al Sabah - Chairperson
e Mr. Abdulrahman Abdullah Al Ali

e Ms. Rasha Yousef Al Awadhi

e Mr. Hazem Meshari Al Khaled

Main Roles & e Prepare & update a comprehensive ‘Corporate Governance Manual’ to be

Responsibilities approved by the Board of Directors, covering at minimum the rules and
regulations as required by the Central Bank instructions relevant to CG. A
brief of main features, rules of the manual shall be published on the bank’s
website with the Chairman’s of the Board prior approval.

¢ Review on annual basis the rules and regula-tions contained in the corporate
governance manual to ensure proper implementation and reporting the
same to the Board of Directors.

e Ensure that the CG report within the annual re-port of the Bank contains
the extent of the Bank compliance with the corporate governance man-ual
and stating the reasons for non-compliance if any.

e Proposing to the Board any amendments in the articles of association
related to Corporate Gov-ernance.

e Definition of roles and responsibilities of the Chairman of the Board and the
CEO, taking into consideration the separation of those two posi-tions and
their independency.

e Review Corporate Governance policies such as Code of Conduct, the
Insider Trading policy, Re-lated Parties Transactions, conflict of interests,
disclosure & transparency and Whistle Blowing.

Key Achievements e Ongoing review of the Bank’s Corporate Governance Manual and verifies

in 2017 that the Bank is in compliance with the contents of this manual.

¢ Review the comprehensive of Corporate Governance manual index.

e Approved Corporate Governance Unit’s 2017 business plan.

¢ Review of the updates to transactions with related party policy.

¢ Review of the updates to the insider trading policy.

¢ Review of the updates made to whistle blowing policy.

e Review of compliance policy.

¢ Review the annual reports relevant to the Bank’s Corporate Governance &
Compliance as prepared for the year 2016.
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Board Audit Committee

Composition e Mr. Bader Sulaiman Al Ahmad — Chairperson
e Dr. Arshid Abdulhadi Al Houri

e Ms. Rasha Yousef Al Awadhi

e Mr. Hazem Meshari Al Khaled

Main Roles & e Review the scope, results and adequacy of Bank’s internal and external

Responsibilities audit.

¢ Review of accounting issues which have a sig-nificant impact on the Banks
financial state-ments.

e Review of internal controls & systems and to ensure the adequacy of
resources allocated to control functions.

e Oversee and support independency of Internal Audit function.

¢ Review of Financial statements of the Bank prior to its submission to the
board of directors (BOD), including the adequacy of provisions.

¢ To ensure the Banks compliance with all Laws, resolutions and regulatory
instructions which are related to Banking activities and are issued by
competent authorities within the state of Kuwait

¢ Assigned the duties & responsibilities pertaining to internal & external audit
and internal control systems.

Key Achievements e Periodic review of quarterly and annually financial statements.

in 2017 ¢ Review and follow up the External Auditor’s ICR report for the year 2016
along with monitoring the follow-up reports prepared in this regard.

¢ Review the updates to the Board Audit Committee’s bylaws.

¢ Review and follow up the reports prepared by Internal Audit Department.

¢ Following up implementation of the 2017 audit plan as approved by the
BAC and the latest updates on the same.

¢ Review the external audit plan report issued by the External Auditors for
the year 2017.

e Review of 2018 internal audit plan.
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Board Risk Management Committee

Composition e Mr. Abdulrahman Abdullah Al Ali — Chairperson
e Mr. Musaed Nuri Al Saleh
¢ Ms. Mona Mousa Al Sarraf

Main Roles & ¢ Review the Bank’s present and future risk strategy and appetite before the

Responsibilities Board approval, and advise the Board in this respect.

e Review Risk Management policies before submission to the Board for
approval.

e Monitor the Executive Management’s implementation of the risk strategy
and policy

* Reviewing reports related to risk associated with the bank’s subsidiaries,
and reviewing policies related to such risks before submitting the same to
the Board.

¢ Review periodic risk reports presented by Risk Management Department
on risk exposures and adherence to various risk limits, the calculation of
economic capital and stress testing.

Key Achievements ¢ Review risk management strategy (2017-2019) before submission to the

in 2017 Board of Directors for approval and follow up the implementation of the
same on a regular basis.

e Review on capital adequacy and stress testing related reports as well as
Risk Management Division’s periodic reports.

e Review analyze corporate credit, IBD, retail lending and investments
portfolios.

e Review the reports pertaining to the risks associated with subsidiaries.

¢ Review stress testing methodology.

¢ Review the updates made to BRMC's bylaws.

e Review risk management policies before submission to the Board of
Directors for approval.
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Board Nomination & Remuneration Committee

Composition

Mr. Abdulrazzaq Abdulgader Al Kandari — Chairperson
Mr. Bader Sulaiman Al Ahmad
Dr. Arshid Abdulhadi Al Houri

Main Roles &
Responsibilities

Give recommendations to the board regarding the nomination for board
membership pursuant to CB’s instructions setting nomination controls for
board membership

Conduct an annual review on the required needs for board membership
and preparing de-scriptions for the capabilities and skills required for board
membership

Conduct an annual assessment of the board’s overall performance and
performance of each board member.

Ensuring that board members are continuously updated with the latest
topics/developments re-lated to banking business, through appropriate
means.

Review / Update the Bank’s remuneration policy on an annual basis and
raise recommendations to the Board of Directors for approval on the up-
dates / amendments to be made to this policy.

Periodically evaluate the sufficiency and effec-tiveness of the remunerations
policy to ensure the achievement of its declared objectives.
Recommending to the board regarding the level and components of
the remunerations of the CEO and his/her deputies & assistants, (Key
Managements)

Ensure that remuneration policy and related practices at the Bank’s
financial subsidiaries and overseas branches (if any) are consistent with
the remuneration policy applicable at the Bank from one side and in line
with Corporate Gov-ernance rules as per the Central Bank of Ku-wait’s
instructions from the other side.

Conduct an independence review for the remu-nerations policy annually
or at the Board’s re-quest. This can be done through IAD or an ex-ternal
consultant.

Key Achievements
in 2017

Assessed the performance of the Board of Directors and performance of
each individual Board Member.

Review the succession plan before submission to the Board of Directors
for approval.

Periodic review of the Bank’s remunerations policy before submission to
the Board of Directors for approval.

Review of the Board of Directors nomination forms for the upcoming term
(2018 — 2020) and raised recommendations to the Board of Directors with
regard to the nominees.

Conducted review of Internal Audit Department’s report on assessment of
sufficiency and effectiveness of remuneration policy.
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Board Loan Committee

Composition e Mr. Ali Mousa Al Mousa — Chairperson
e Sheikh / Ahmad Duaij Al Sabah

e Mr. Abdulrazzaq Abdulgader Al Kandari
e Mr. Musaed Nuri Al Saleh

¢ Ms. Mona Mousa Al Sarraf

Main Roles & ¢ Review and amend the credit policy.

Responsibilities ¢ Review, revise and approve the credit limits assigned for countries and the
prescribed counter parties’ limits for banks.

e Review, revise and approve the foreign exchange limits (FX Limits).

* Review, revise and approve to extend, renew and reschedule the credit
facilities.

¢ Give the approvals pertaining to credit facilities as per the approved Bank’s
credit policy and the applicable legislations & relevant Central Bank of
Kuwait’s instructions.

Key Achievements ¢ Review and amendment of the credit policy.

in 2017 ¢ Review and approve the credit facilities within the limits prescribed by the
Board of Directors.

¢ Monitoring the position of the Bank’s credit portfolio and related risks.

Sixth: Meetings of Board of Directors & its Committees
and Frequency of Participation in such Meetings

Presented below is the number of meetings of the Board of Directors and other related Board
Committees during the year 2017 along with an outline of the frequency of participation by the Board
Members in such meetings.
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Total Number of

Board of

Total Number of D,‘::gto‘:s BCGC BRMC | BAC | BNRC = BLC | Meetings Attended
: [

Meetings Held by Board Members

During 2017

15 2 6 8 3 39 73

Board Members Number of Meetings Attended by the Board Members

Ali Al-Mousa 14 33 47
Sheikh/ Ahmad
12 2 34 48
Al Sabah
Abdulrazzaq Al
) 14 3 31 48
Kandari
Abdulrahmn 14 0 6 20
Al-Ali
Bader Al Ahmad 14 1 8 3 26
Dr. Arshid Al
. 14 1 7 3 25
Houri
Musaed Al
13 4 32 49
Saleh
H Al
azem 10 1 5 16
Khaled
Rasha Al
. 14 2 8 24
Awadhi
Mona Al Sarraf 13 5 35 53

Seventh: Assessment of the Board of Directors’
Performance

In implementation of Corporate Governance rules, the performance of the Board of Directors and
all Board Members is appraised on an annual basis. This assessment is presented to the Board of
Directors for review & approval of the same and taking up the required recommendations in this regard
with a main objective to enhance professionalism & credentials of the Board of Directors and the Board
Members in all areas associated with the Board roles & responsibilities.

Eighth: Board of Directors’ Confirmation on Adequacy of
Internal Control Systems

Among the responsibilities assigned to the Board of Directors, the Board should ensure that exercising
its functions is consistent