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Report on Review of the Interim Financial Statements
To : Board of Directors of National Bank of Kuwait - Egypt “S.A.E.”
Introduction

We have reviewed the accompanying financial position of National Bank of Kuwait — Egypt S.A.E. as
at 31 March 2020 and the related statements of income, other comprehensive income, changes in
shareholders' equity and cash {lows for the three months period then ended, and a summary of
significant accounting policies and other explanatory notes. Management is responsible for the
preparation and fair presentation of these interim financial statements in accordance with the rules of
preparation and presentation of the banks’ financial statements issued by the Central bank of Egypt on
16 December 2008 as amended by regulations issued on 26 February 2019 and with the requirements
of the applicable Egyptian laws and regulations, our responsibility is to express a conclusion on these
interim financial statements based on our review.

Scope of the limited review

We conducted our review in accordance with the Egyptian Standard on Review engagements (2410),
“Review of Interim Financial Statements performed by the Independent Auditor of the Entity”. A
limited review of interim financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters in the bank and applying analytical and other limited
review procedures. A limited review is substantially less in scope than an audit conducted in
accordance with the Egyptian Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion on these interim financial statements.

Conclusion

Based on our limited review, nothing has come to our attention which causes us to believe that the
accompanying interim financial statements do not present fairly, in all material respects, the financial
position of the bank as at 31 March 2020, and its financial performance, and cash flows for the three
months period then ended in accordance with the rules of preparation and presentation of the banks’
financial statements issued by the Central bank of Egypt on 16 December 2008 and the amendments
issued under the instructions of 26 February 2019, and with the related requirements of the applicable

Egyptian laws and regulations. -~

Cairo; 20 May 2020

Auditors

Member of Egyptian Society
Member of American Society of Ceiti

PricewaterhouseCoopers, Ezzeltte s E Co. : r. Abdel Aziz Hegazy & Co. Crowe
Public Accountants Public Accountants & Consultants



NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Translation of financial statements
Originally issued in Arabic

Financial position
As at 31 March 2020

Assets
Cash and Due from Central Bank
Due from banks

Loans and Facilities to customers

Financial investments at fair valtue through other
comprehensive income
Financial investments at amortized cost

Financial investments through profits and losses
Investments in associates

Other assets

Intangible assets

Fixed assets

Deterred Tax assets

Total assets

Liabilities and Sharcholders’ equity
Liabilities

Due to banks

Customers' deposits

Financial Derivatives

Other loans

Other liabifities

Retirement benefits obligations
Other provisions

Current Income Tax Liabilities
Shareholders’ equity

Issued and Paid-up capital
Reserves

Retained Earnings

Total Shareholders’ equity
Total liabilities and Sharcholders’ equity

Vice Chai

Yasser A he dous Eltayeb

The accompanying notes from (1) to (38) are integral part of these financial State

Limited review report attached.
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(29/b)
(29/c)
(29/d)

31 March 2020 31 December 2019
000" EGP 00’ EGP

5,236,226 4,050,862
3,912,748 3,354,765
31,956,813 31,550,627
19,935,447 21,945,293
1,428,573 1,727,517
36,695 41,768

22,268 21,791
1,223,255 1,160,097
58,661 60,844

354,095 358,822

51,818 51,713
64,216,599 64,324,099
2,979,023 1,801,014
50,191,462 51,572,574

2% 38

1,671,805 1,704,237
856,998 707,364

97,332 91,378

209,254 165,272
194,030 271,374
56,199,933 56,313,251
1,500,000 1,500,000
1,716,234 1,358,308
4,800,432 5,152,540
8,016,666 8,010,848
64,216,599 64,324,099

Chairman
Shaikha Khaled Al Bahar

ments and to be read there with.



Translation of financial statements

Originally issued in Arabic

NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Statement of income

For the financial period ended 31 March 2024

Note
No 31 March 2020 31 March 2019
000’ EGP 000° EGP
Interest income from loans and similar revenues 5) 1,667,191 2072214
Cost of deposits and similar costs &) (938,635) (1,302,266)
Net interest Income 728,556 769,948
Fees and commissions revenues %) 130,459 101,396
Fees and cominissions expenses (6) (3,523) (4,942)
Netincome from fees and commissions 126,934 86,454
Net trading income Q) 19,237 55,340
Gains from financial investments (%) 7,264 3,953
Share of results from associates © 477 (2.674)
Net Operating Income 882,468 923,021
Impairmenit charges on credit fosses (20,836) (14,788)
General and administrative expenses (10) (270,621) (236,717)
Other operating income (expenses) (11) (13,462) (8,168)
Net profits for the period before income tax 577,548 663,348
Income tax expenses (12} {174,785) (153,357)
Net profits for the period 402,764 509,991
Earnings per shave (EGP/Share) (38) 242 3.06
Vice Chajr T Chairman
Yasser koddous Eltayeb Shaikha Khaled Al Bahar

The accompanying notes from (1) to (38) are integral part of these financial Statements and to be read there with,



Translation of financial statements .
Originally issued in Arabic .

NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

~ Statement of other comperhensive income
For the financial period ended 31 March 2020

31 March 2028 31 March 2019
000’ EGP 000’ EGP
Net profits for the period 402,764 509,991
Other comprehensive income items
Net changes in FVOCI instruments as an ‘
. . 29, 168,591
impact of adopting IFRS 9 NT12 >
Revaluation differences of financial ‘ o
instruments with fair value through OCI with (69) . - 39 .
foreign currency
Net changes in fair value reserves for
Financial instraments with fair value through (22,684) 27558 -
other comprechensive income -
7,019 196,115 .

Total Other comprehensive income 409,783 706,106

- -+ The accompanying notes from (1) to (38) are integral part of these financial Statements and to be read
there with. L
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NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Translation of financial statements .

Oﬁgj.nally issued in Arabic O

Statement of cash flows
For the financial period ended 31 March 2020

Cash flow from operating activities
Net Profits before income tax

Adjustments to reconcile net profit to net cash provided from
operating activities

Depreciation and amortisation

Impairment charges on-credit losses

Financial investments impairment losses

Revaluation differences of financial investments through

Profits & Losses

Charges for other provisions

Differences of re-evaluation of other provisions in foreign currencies

Revaluation differences of financial investments through

Other comprehensive income

Share of profit from associates

Gains/ (losses) from sale of fixed assets

Profits on sale of financial investments at fair value through other
comprehensive income

Used from other provisions

Amortised cost

Operating profits before changes in assets and liabilities from
operating activilies

Net (decrease) increase in assets and liabilities

Due from central banks (within the mandatory reserve percentage)
Loans and facilities to customers and banks

Other assets

Due to banks

Customers” deposits

Financial derivatives

Other liabilities

Income tax paid

Net cash flows used in operating activities (1)

Cash flows from investing activities

Payments to acquire fixed assels and fixtures of branches
Proceeds from sale of fixed assets

Proceeds from sale of financial investments at fair value through
other comprehensive income ,

Proceeds from sale of investments in at amortised cost
Payments to purchase financial investments at fair value through
other comprehensive income.

Payments to acquire intangible assets

Net cash flows provided from investing activities (2)

March 31,2019° = "

241 -
©% -

1,174 -

72.006 -

March 31, 2020
000’ EGP 000’ EGP

577,548 663,348

18,570 14,880

20,836 14,768

- 328
5,072
53
(1,015)
104,206 -
477 2,674
130 19

(7,264) (4,280)

(7,183) (31)
(644,783)

65,693 692,096 -
(552,271) (2,427,809}
(314,779) 959,146

3,708 .
1,178,009 (3,533,639)
(1,381,112) (88,570)
) 676

155,586 399,837 -

(252,233) (174972)
(1,097,407) (4,101,229)

(83,513) (187,523)

1 384
19,912,540 17,256,021 -
300,000 325,000 ¢

(17,400,415) (13,598,524)

(2,329) (1,117)
2,726,284 3,794,241,




Translation of financial statements -

Qriginally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Statement of cash flows
For the financial period ended 31 March 2020
Cash flows from Financing Activities
(Decrease) in long term loans (32,432) _ (107,526)
Dividends paid {405,370} (3_88,508)
Net cash flows (used in} financing activities (3) (437,802) (496.,034) R
Net Cash and cash equivalents during the period 1,191,075 (803,022) - -
(1+2+3) '
Cash and cash equivalents at the beginning of the 2,244,228 4,331,164
period
Cash and cash equivalents at the end of the period 3,435,303 3,528,142
(Note 30) '
Cash and cash equivalents are represented in :
Cash and due from Central Bank 5,236,226 5,623,882
Due from banks 3,912,747 2,905,706
Due from central banks {within the mandatory reserve (4,713,670) (5,001,446)
percentage)
Due from banks with maturities of more than three (1,000,000) i
months .
Cash and cash equivalents 3,435,303 3,528,142

- The accompanying notes from (1) to (38) are integral part of these financial Statements and to be read o -
there with. |

-10 -



Translation of financial staterents

Originally issued in Arabic

NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

1. General information

The bank was established under the name of (Al Watany Bank of Egypt), an Egyptian Joint Stock Company
under the Investment Law No (43) for 1974, and its amendments as the bank now is under the Investment law

No (72) for 2017, The Bank’s head office is located in First Sector, Plot 155, City Centre, New Cairo and is; )

listed in stock exchange of Cairo and Alexandria.

On 24 March 2013, the Extraordinary General Assembly resolved that the Bank's name is to be amended from
Al Watany Bank of Egypt to become National Bank of Kuwait - Egypt. Such amendment has been approved
and published in the Commercial Register on 29 April 2014,

National Bank of Kuwait - Egypt provides corporate and retail banking services and investment in the Arab -

Republic of Egypt through 51 branches, and 1,830 employees at the date of the Balance sheet compared to 31 '
December 2019, which were 51 branches, and 1,766 employees.

2. Summary of accounting Policies

The principal accounting policies applied in the preparation of these financial staternents are set out below.
These policies have been consistently applied to all the periods presented, unless otherwise stated.

A) Basis of financial statements preparation

The financial statements are prepared in accordance with rules of preparation and presentation of banks’
financial statements, basis of recognition and measurement approved by the Board of Directors of the Centtal

Bank of Egypt on 16 December 2008, along with the requirements of IFRS 9 “Financial Instruments” . -

according to the instructions issued by the Central Bank of Egypt on January 28, 2018, and as amended on 26
February 2019, in light of the Egyptian Accounting Standards issued during 2015 as amended and the related
local laws.

B) Associates

Associates are establishments in which the Bank has, directly or indirectly, significant influence, but it does
not reach to the extent of control, and usually the Bank holds from 20% to 50% of the voting rights.

The purchase accounting method is used for the Bank's acquisition of companies. The cost of acquisition is
measured at the fair value of the assets or the consideration provided by the Bank for the assets of purchase,

and/ or issued équity instruments and/ or liabilities incurred by the Bank, and/or liabilities accepted on bebalf
of the acquiree at the transaction date, plus any costs directly attributable to the acquisition. Net assets
including identifiable contingent liabilities are measured at their fair value at the date of acquisition,

irrespective of the minority interest. The excess in acquisition cost over the fair value of the Bank’s share in
the net assets acquired is recorded as goodwill. If the acquisition cost is less than the fair value of the net
assets, the difference is recognized directly in the statement of profits and losses under other operating income
(expenses).

C) Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are
subject to risks and rewards different from those of other business segments. A geographical segment is
engaged in providing products or services within a particular economic environment that are subject to risks
and rewards different from those of geographical segments operating in different economic environments.

-11 -



Translation of financial statements

Originally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S8.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

D) Foreign currency transaction

D/1  Functional and presentation currency
The Bank’s financial statements are presented in Egyptian Pound {(EGP), which is the Bank’s functional and
presentation cutrency.

/2 Transactions and balances in foreign currencies

The Bank keeps its accounting records in Egyptian pound. Foreign currency transactions during the financial
year are translated using the exchange rates prevailing at the date of the transaction, All monetary assets and
liabilities balances in foreign currencies at the financial position date are revaluated based on the exchange
rates prevailing at that date. Foreign exchange gains and losses resulting from settlement of such transactions
and valuation differences are recognized in the statement of profits and losses under the following sections: -

. Net income on financial instruments at fair value through profits and losses for assets/ liabilities -

initially designated at fair value through profits and losses according to the type.
. Other eﬁerating income (expenses) for the remaining items.

) Among other comprehensive income items of owners’ equity with regard to financial derivatives as
qualifying hedge (eligible) for cash flows or as qualifying hedge for net investment.

* Among other comprehensive income items of owners’ equity with regard to financial investments -
. from equity instruments at fair value through other comprehensive income. '

. Changes in the fair value of monetary financial instruments in foreign - currency classified as
investments at fair value are analyzed within the other comprehensive income through differences
from changes in amortized costs of the instrument, differences from changes in the prevailing
exchange rates, and differences from changes in the fair value of the instrument. Differences related
to changes in the amortized cost are recognized into statement of profits and losses under interest

_ income from loans and similar revenues, and those related to the changes in the exchange rates under =~ .~ -

other operating income (expenses). Differences from changes in the fair value (fair value reserve/

. financial investments at fair value through other comprehensive income) are recognized within. -

owners” equity of comprehensive income items.

. Valuation differences resulting from non-cash items includé profits and losses from change in fair
value such as equity instruments at fair value through profits and losses. Valuation differences result

from equity instruments classified as financial investmenis at fair value through other comprehensive -

income statement are recognized in statement of other comprehensive income.
E) Financial assets and liabilities
E-1  Initial recognition and measurement

The Bank conducts initial recognition of financial assets and Habilities on the date on which the bank becomes -
a party in the contractual conditions of financial instrument.

The financial asset or liability is initially measured at fair value. With regard to assets or liabilities that are not
subsequently measured at fair value through profits and losses, it would be measured at fair value plus cost of
transaction that is connected directly with acquisition or issuance.

=12-



Translation of financial statements -
Criginally issned in'Arabic .~ =~

NATIONAL BANK OF KUWAIT - EGYPT (5.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

Business model valuation

1) Debt instruments and equity instruments are classified and measured as follows
‘ cast
One-timé option upo _ e
Equity initial recognition Normal transaction for:
Instrument - Irrevocable equity instruments
Business model of Business model of assets _ :
Debt assets held to collect held to collect contractual | Business model of assets
instruments contractual cash flows cash flows and sale held for irading
2) The Bank shall prepare, document and approve Business Model in compliance with IFRS 9

requirements to reflect the bank

follows:

’s strategy made for managing financial assets and its cash flows as~ .~ -

Financial
assets at
amortized cost

Business model for
Financial Assets
Held to collect
contractual cash flows

» The objective of the business model is to retdin
financial assets to collect the contractual cash flows
represented in the principal amount of the investment
and the interests. '

= A sale is an exceptional contingent event for the’
purpose of this model and undér the terms of the |
Standard  comprising  deterioration in  the’
creditwoirthiness of the issuer of the financial
instrument,

= Lowest sales in terms of periodic and value.

a A clear and reliable documentation process for the |
justifications of each sale and its conformity with the
requirements of the Standard shall be conducted by
the bank. o ‘

Financial
assets at fair

Business model
for financial assets

» Both the collection of contractual cash flows and sale
are complementary to the objective of the model.

value through held to collect » High sales (in terms of tumover and value)} compared.
other contractual cash flows { to the business model held for the collection of
comprehensive and sale contractual cash flows.
income . )
Other business * The objective of the business model is not to hold the
models. which include financial asset for the c'ollection of contractual cash
Financial (,tra ding - flows or hold the financial asset to collect contractual
assets at fair management of cash ﬁows a{ld sale. L
value through | financial assets based " The . collection - of contre'lctu‘al cash flows is a
fits and on fair value - contingent event for the objective of the model.
p“: ! . h = Management of financial assets by the management at
osses ﬂ?zlfﬁ;i?llgh c::le) fair value through profits and losses to avoid

accounting inconsistencies.

-13-




Translation of financial statements < <.+ = e

Criginally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes to the Financial Statements - For the period ended 31 Marcil 2020
. The Bank shall evaluate the purpose of business model at the level of portfolio in which the financial | o

asset is held to reflect the method of management and supplying information. Such information taken
irito consideration when evaluating the business model shall include the following: ‘

- Documented approved policies and portfolio’s objectives and application of such policies in practice.
In particular, whether the management’s strategy focuses only upon collection of contractual cash
flows and holding a definite interest rate to compare maturity dates of financial assets with maturity
dates of liabilities that finance such assets or generates cash flows from sale of assets.

- Way of evaluating and reporting on portfolio’s performance to senior management.

- Risks that affect business model performance including pature of ﬁnanc1al assets held in such model -
and the way of managing such risks. e

- Way of evaluating the performance of business managers (fair value and/or interest on portfolio, or .
both).

- Periodic, value and date of sale transactions in previous periods, reasons of such transactions, and
forecasts regarding future sale activities. However, information regarding sale activities is not taken
into consideration separately but as a part of a whole comprehensive valuation of how to achieve the
bank’s objective from managing the f’manmal agsets and how to generate cash flows.

- The financial assets held for trading, or managed and its performance valued on basis of fair value are "
measured at fair value through profits and losses since they are not held to collect contractual cash
flows or to collect contractual cash flows and sell financial assets together

° Assessmeit of whether the contractual cash flows of an asset represent payments restricted - '
upon principal amount of instrument and interest

For purpose of this valuation, the bank identifies the principal amount of financial instrument as the fair value i

of financial asset upon initial recognition. Further, the bank identifies the interest as time value of money and

credit risks related to the principal amount during specific period and other main loan risks and costs (such as -

liquidity risks and administrative costs) in addition to profit margin.

In order to evaluate whether the contractual cash flows of the asset are represented in paymients restricted upon

the principal of financial instrument and interest, the bank takes into its consideration the contractual
conditions of the instrument. This includes valuation of whether the financial assét includes contractual

conditions that may change date or amount of contractual cash flows which result in breach of this condition.

In order to carry out such valuation, the bank takes into consideration the following matters:

- Potential events that may change the amount or date of cash flows,

- Specifications of financial leverage (interest rate, terms, currency type ...).

- Terms of accelerated payment and term extension.

- Terms that may limit the bank’s ability to claim cash flows from certain assets.

- Specifications that may be amended for time value of cash (periodically repricing interest rate).

-14-



Transtation of financial statements
Originally issued in Arabic

NATIONAL BANK OF KUWAIT - EGYPT (8.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

Reclassification

The financial assets are reclassified upon initial recognition only if the bank changes business model
of managing such assets.

In all cases, reclassification between financial liabilities at fair value through profits and losses and .-

financial liabilities at amortized cost are not conducted.
De-recognition

Financial assets

The financial asset is excluded when the effective period of contractual right to obtain cash flows
from financial asset expires or the bank transfers the right to receive contractval cash flows in a
transaction whereby the risks and benefits associated materially with ownership are transferred to

another party.

When a financial asset is excluded, difference between asset’s book value (or book value allocated to
part of the excluded principal) and total of received consideration (including any new asset obtained

less any new commitment incurred) and any comsolidated profits and losses has been previously 3

recognized in the fair value reserve of financial investments at fair value through statement of other.
comprehensive income is recognized in statement of profits and losses.

As of January 1, 2019, any accumulated profit or loss recognized in statement of other comprehensive
income related to investing in equity instruments allocated as investmeiits at fair value through
statement of other comprehensive income are not recognized in profits and losses upon disposal of

such asset. Any share resulted or held from the asset qualified for disposal (eligible for disposal) shall : kN

be recognized as separate asset or liability.

When the bank makes transactions whereby it transfers assets that have been previously recognized '
in statement of financial position, but materially held most of risks and benefits associated with the
transferred asset or part of it. In such cases, the transferred asset shall not be excluded.

In respect of transactions in which the bank does not materially liold or transfer all risks and benefits . -

associated with asset ownership.and hold control over the asset, the bank continues to recognise the
asset within the limitation of its continuous commitment to financial asset. The continuons.
commitment of the bank to the financial asset shall be determined based on the bank’s exposure to
changes in value of transferred asset.

In some transactions, the bank holds the commitment to provide transferred asset in return for
commission. Thereupon, the transferred asset shall be excluded if it meets the exclusion conditions.
An asset or lability to provide service is recognized if the service commission is higher than the

appropriate amount (asset) or less than the appropriate amount (liability) to perform the service.

Financial liabilities

The bank shall exclude financial liabilities when the financial liability is excluded or cancelled or its
term set forth in the contract expires.
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E/4

1-

Adjustments to financial assets and liabilities

Financial assets

Ifthe terms of a ﬁnanéial assef are amended, the bank shall evaluate whether the cash flows of adjustéd_ . : 2
asset are materjally different. If the cash flows materially differ, the contractual rights of cash flows. =

from the principal financial asset shall be considered expired and hence the principal financial asset
shall be excluded and the new financial asset shall be recognized at fair value and the value resulted
from adjusting aggregate book value shall be recognized as profits. or losses under profits and losses.
On the other hand, if such adjustment has occurred due to financial difficulties of the berrower, the
profits have to be deferred and presented with aggregate impairment losses whilst losses have to be
recognized in the statement of profits and losses.

If the cash flows of adjusted asset recognized at amortized cost do not materially differ, the adjustment
shall not result in exclusion of financial asset. '

Figancial liabilities

The Bank may adjust a financial liability when its terms are amended and the cash flows of adjusted -

liability will materially differ. In such case, a new financial asset is recognized according to the )

amended terms at fair value. The difference between book value of old financial liability and new
financial liability shall be recognized in accordance with amended terms in the profits and losses.

Offsetting financial assets and liabilities

Financial assets and liabilities are offset when there is a legally enforceable right to offset the recogmzed

amounts and there is an intention to settle on a net basis or realise the asset and settle the liability = - g

stmultaneously.

An offset between only revenues and expenses shall be made, if permitted in accordance with Egyptian

Accounting Standards, or profit or loss results from similar groups because of trading or transfer differences . - |

of balance of foreign currency cash assets and liabilities or profits (losses) result from foreign currency -
operations. '

F) Fair value measurement

The Bank sets the fair value on basis that it is the price that will be obtained for the sale of an assetor .
will be paid for transfer of a liability in a transaction made between the participants in the market on. -
measurement date taking specifications of the asset or liability into consideration when measuring the
fair value if the participants in the market took such specifications into consideration when pricing
the asset and/or liability on measurement date as such specifications include status and position of the
asset and restrictions upon sale or use of the asset as per the perspective of participants in the market.

The Bank uses market methodology to determine fair value of financial assets and liabilities as such

methodology uses other relevant prices and information result from market transactions that include .

assets or liabilities or set of assets and liabilities and are typical or comparable. Accordingly, the Bank

uses valuation methods that are in consistent with market methodology such as market multiples =

derived from comparable sets. Thereupon, it is required to opt for the appropriate multiplier within -
range using personal judgement taking into consideration both quantitative and qualitative factors of
the measurement.
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e When it can not be relied upon the market approach to determine the fair value of a financial assetor =~ "

financial liability, the Bank uses the income approach to determine fair value whereby future

payments such as cash flow or income and expenses are transferred to current amount (discounted) =~

so that the fair value measurement reflects current market expectations about future payments.

e  When it can not be relied upon market approach or income approach to determine the fair value of a )

financial asset or financial liability, the Bank uses the cost method to determine fair value in order to
reflect the amount currently claimed to replace the asset in its current state (the current replacement
cost) so that the fair value reflects the cost incurred by the participant in the market as a buyer of

acquiring an alternative asset of similar benefits since the participant in the market as a buyer willnot - - - -

pay for an asset more than the amount that replaces benefit of the asset.

F/1) Financial instruments through first stage:

The fair values of financial instruments traded in an active market are determined based on quoted prices at the - , :
reporting date. The market is active when the items that are dealt with in the market are identical and that there

are usually buyers and sellers willing to deal at any time normally. The Bank has used the quoted bid price to
determine the fair value of this level. Instruments included in the first tier include investments held for frading
on exchanges.

F/2) Financial instruments through second stage:

Fair values of financial instruments not traded in an active market are determined using valuation techniques.
Valuation techniques are based primarily on observable inputs to the asset or liability, whether direct or
indirect. The determination of fair value is included in the second level if all significant inputs are observable
for the duration of the financial asset or liability, but if one of the significant inputs is not observable, the
financial instrument is included in the third level. '

Specific valuation techniques used to determine fair values of financial instraments include:

¢ Quoted prices for similar assets or liabilities in active markets.

o Intercst rate swaps by calculating the present value of the estimated future cash flows based on .

observable yield curves.

e  The fair value of forward foreign exchange contracts is determined using the current value of the
expected cash flows by using the future foreign exchange of the currency of contract.

e Analysis of deducted cash flows to determine fair values of other financial instruments,
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G) Financial derivatives instruments and hedge accounting

Derivatives are recognized at fair value on the date on which a derivative contract is entered into and are
subsequently re-measured at their fair value. Fair value is obtained from market prices quoted in active
markets, recent market transactions or valuation techniques such as discounted cash flow models and options
pricing models, as the case may be. All derivatives are presented within the assets if the fair value is p051t1ve
or within obligations if the fair value is negative.

Embedded derivatives contracts are not separated when the derivative is associated with a financial asset.and
therefore all embedded derivatives contract are classified with the financial asset associated therewith.

The method of recognition of profits and losses arising from changes in fair value is based on whether the
derivative is designated as a hedging instrument and the nature of the hedged item. The Bank allocates certam :
derivatives as any of the following: :

1. Fair value risk hedges for assets and liabilities recognized or confirmed commitments (fair value '
hedges).

2. Hedges of future cash flows risks expected to be substantially aftributable to a recognized asset or
liability, or attributable to a forecasted transaction (cash flows hedges}.

3. Hedges of net investment in foreign operations (net investment hedges).

Hedge accounting is used for derivatives allocated for such purpose if they meet requirements eligible for
accounting as hedge instruments.

At the inception of the transactior, the Bank documents the relationship between hedgéd items and hedg'iﬁ-g'“
instruments as well as the objectives of risk management and strategy of enfering into various hedge
transactions, The Bank also documents, at the inception of the hedge and on an ongoing basis, the estimate

of whether the derivatives used in hedge transactions are effective against the changes in the fair valug or cash '

flows of the hedged item.
G/1  Fair value hedges

Changes in the fair value of derivatives that are designated and qualify as hedges of changes in fair value risks
are recognized in the statement of profits and losses, together with any changes in thie fair value that are
attributable to the risk of hedged asset or lability.

The effective changes in fair value for interest rate swaps and relevant hédged items is retrospectively
recognized in “net interest income™ item. Whilst the effective changes in fair value for future currency
contracts is recognized in “nef income of financial investments at fair value through profits and losses” item..

Non-effective in all contracts and relevant hedged items included in the previous paragraph is recognized in
“Net income of financial investments at fair value through profits and losses™ item.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to book value of a hedged item

that is accounted for using the amortized cost method should be amortized by charging it to profit or loss over
the period to maturity. Adjustments made to the book value of the hedged equity instrument are included. -
within equity until they are disposed of. '
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G/2  Cash flow hedges

The effective portion of changes in the fair value of designated derivatives qualified for cash flow hedges are -
recognized in statement of other comprehensive income. Profits and losses related to non-cffective portion
are immediately recognized in “Net income of financial investments at fair value through profits and losses™
itern.

Amounts accumulated in statement of other comprehensive income are carried to statement of profits and
losses in the same periods in which the hedged item has an impact on profit or loss. Profits or losses relating
to the effective portion of the currency swaps and options are taken to the "net income of financial investments
at fair value through profits and losses".

When. a hedging instrument matures or is sold, or if hedging no longer meets the conditions for hedge. -
accounting, profits or losses accumulated in other comprehensive income at that time is retained in other-
comprehensive income items and recognized in the statement of profits and losses when the forecasted
transaction is finally recognized. When a forecast transaction is no longer expected to occur, profits or losses .
accumnulated in other comprehensive income are immediately transferred to the statement of profits and losses.

G/3  Hedges of net investment

Profits or losses on the hedging instrument relating to the effective portion of the hedge are recognized in - -

statement of other comprehensive income while any profits or losses relating to the ineffective portion are

immediately recognized in the statement of profits and losses. On disposal of the foreign operation, the
cumulative value of any such profits or losses recognized in the statement of other comprehensive income is

carried to the statement of profits and losses,

G/4  Derivatives that do not qualify for hedge accounting

Changes in the fair value of derivative instruments that do not qualify for hedge accéunting’ are reéhgnizéd in . :
the statement of profits and losses under “net income of financial investments at fair value through profits and *

losses”, However, profits and losses arising from changes in the fair value of derivatives that are managed in
conjunction with financial assets and liabilities at fair value through profits and losses are included in

statément of profits and losses under “Net income from financial instruments at fair value through profits and o

losses’.
H) Embedded derivatives

Embedded Derivatives are defined when derivatives are included with other contractual arrangement (original -
coniract) and the bank accounts for embedded derivative as separate derivative when:
o The original contract is not originally fall within IFRS (9) Financial Instruments
o  Measuring the original contract itself in a way other than fair value through profits and losses..
o  The embedded derivative satisfies the conditions of deﬁned denvatlves if evaluated as a separate
instrument, :
o  Economic characteristics and risks of the embedded derivatives differ from those properties and
risks related to the original contract,

Embedded derivatives separated at fair value are measured at fair value and changes in fair value are

recognized in profits and losses unless it is a part qualified for accounting as cash flow hedge or net investment,

These separate embedded derivatives are presented within the statement of financial position together w1th
the original contract. :
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)} Interest income and expenses

Interest income and expense for all interest-bearing financial instruments, except for those classified as held
for trading or designated initially at fair value through profits and losses, are recognized in a stitement within
‘interest of similar loans and revenues' or “cost of similar deposits and costs™ using the effective interest .

method. '

The effective interest method is a method of calculating the amortized cost of a financial asset or a financial
liability and of distributing the interest income or interest expense over the relevant instrument’s life. The -
effective interest rate is the rate that exactly discounts future cash flows expected to be paid or received
through the expected life of the financial instrument or, when appropriate, a shorter period to accurately
determine the net carrying amount of the financial asset or financial liability. When calculating the effective
interest rate, the Bank estimates cash flows considering all contractual terms of the financial instrument (for
example, early payment options) but does not consider future credit losses. The calculation includes all fees -
paid or received between parties to the contract that are considered as part of the effective interest rate. Also, -
the transaction cost includes any premiums or discounts. :

When loans or receivables are classified as non-performing or impaired as the case may be, the related interest -
income is not recognized but is rather carried off the financial statemeénts in marginal records and is recognized
unider revenues according to cash basis as per the following;

o When they are collected, after receiving all past due instalments for consumption and real estate
loans for personal housing and small loans for economic activities.

o For corporate loans, cash basis is also applied, where the interest subsequently calculated is -
given in accordance with the loan scheduling contract, until 25% of the scheduling instalments
are repaid and with a minimum of one year of regular repayment. In case the customer contmues
to make payments on a regular basis, the interest calculated on the loan outstanding is
recognized in revenues (interest on regular scheduling balance) without marginal interest before
scheduling which is not recognized as revenues except afier paying all the loan balance in the
balance sheet before scheduling.

J) Fees and commission income

Fees that are due for a loan service or a facility are recognized as revenues when the service is rendered. Fees - . -

and commissions income related to non-performing or impaired loans or debts are suspended and are carried -
at off-balance sheet in marginal records and are recognized under revenues according to the cash basis when
interest income is recognized in accordance with item (I). Fees that generally represent a complementing part
of the financial asset effective rate are recognized as adjustment to the effective interest rate. :

Commitment fees on loans are deferred when there is probability that loans will be used, as commitment fees -
the Bank receives represent compensation for the continuous interference to own the financial instrument. -
Subsequently, it is recognized as adjustment to the effective interest rate of the loan. If the commitment period
passed without issuing the loan, commitment fees are recognized as income at the end of the commitment -
period.

Fees related to debt instruments measured at its fair value are recognized as income at initial recognition. Fees
related to marketing of syndicated loans are recognized as income when the marketmg process Is completed

and the loan is fully used or if the Bank kept its share of the syndicated loan using the effective interest rate
as used by the other participants.
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Fees and commissions arising from negotiation or participating in negotiation over a transaction in favour of
another party -such as arrangement to buy shares or other financial instruments or acquire or sell entities, are

recognized in statement of profits and losses upon completion of concerned transaction. Fees of management. .. - -
consultation and other services are usually recognized on a time-apportion basis over the period of performing . .¢ .

the service. Financial planning and custody services fees provided on long periods are recognized over the
period in which the service is provided. -

K) Dividends income

Dividends are recognized in the statement of profits and losses when the right to receive those dividends'is
established. _

L) Purchase and resale & Sale and Re-purchase agreements

Financial instruments sold according to Sale and Re-purchase agreements are presented in the assets in -

Treasury bills & other governmental instruments in the financial position. Difference between face value &
purchase amount is recorded as interest realized over the. contractual period using effective interest method.

M) Impairment of financial assets

o Impairment losses from expected credit loss of subs_equént financial instruments that are not measured
at fair value are recognized through profits and losses, which are:

1) Financial assets represent debt instrumens.

2) Qutstanding debfs.

3) - Financial guarantee contracts.

4 Commitments of loans and similar debt instruments.

 Impairment losses are not recognized in investments value of equity instruments.
Below is summary of main changes in.accounting policies of our bank due to applying IFRS 9:
1.  Expected credit losses
= Recognition and measurement of Expected Credit Loss Valuation

Financial assets are classified into three stages of credit rating as follows:

Staging Stage 1 1 Stage 2 Stage 3

Characteristics "1 For a financial For a financial For a financial
instruments to be instrument to be instrument to be
classified as a Stage 1 | classified a Stage 2 classified as a Stage 3
instrument, the instrument, the instrument, it must be
instrument must be instrument in question | consider credit
compliant with the must experience a Impaired.
terms and conditions | large increase in
of the disbursement of | credit risk from the
the instruments, in initial recognition or
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addition to complying | disbursement of the
with the agreed upon | instrument.
payment schedule,
and the absence of
high risk.
Effect on the | The Estimated Credit | The Estimated Credit | The Estimated Credit
calculation of the Loss for instruments | Loss for instruments | Loss for instruments
Estimated Credit Loss | classified as Stage 1 classified as Stage 2 classified as Stage 3
instruments are instruments are instruments are
calculated overa 12 calculated over the calculated over the
month period. lifetime of the lifetime of the
financial instrument. | financial instrument
on the basis of the -
difference between
the carrying value of
the instrument & the
present value of
expected future cash
flows.

«  Significant Increase in Credit Risk

Thiat requires the financial asset to be listed within Stage 2 and the expected credit loss to be -

calculated according to the methodology mentioned hereinafter
First: (Quantitative Factors):

o (Backstop—Days of Past Dues ) ' : _
Loans and facilities for corporates, SMEs and retail banking are listed within Stage 2, if the default period

exceeds at least 60 days and is less than 90 days. Noting that this 60 days will reduce by (10) days annually ""

to become 30 days within 3 years from implementation date.

o Probability of Default (PD):

Upon increase of the PD over the remaining life of the financial asset since the date of the financial position,: '

compared to the PD over the expected remaining life upon the initial recognition i accordance with the risk
stracture accepted by the Bank.

Second: (Qualitative Factors):

o Huge increase in interest rate due to increase in credit risks

o]

operates _

Requesting scheduling as a result of difficulties facing the borrower

Significant adverse changes in actual or expected operating resulis or cash flows.

Future adverse economic changes affecting the borrower's future cash flows

Early signs of cash flow/ liquidity problems such as delays in servicing creditors/ commercial loans.
The cancellation of a direct facility by the bank due to the borrower’s high credit risk.

cC 0 0o 0o oo

in credit risk.

92,

Significant adverse changes in the activity and financial or economic conditions in which the borrower: .

In addition to any other factors the bank deems fit when studying the case resulting in si'gniﬁcant‘_inqrcase -



Translation of financial satements -~ - -+ 07

Originally issued in Arabic

NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

= Definition of Default and Impairment
First: Quantitative criteria;

o Ifthe borrower defaults more than 90 days to repay the contractual instaiments, he is considered to be in ‘ ’
default. ‘

o If the Probability of Default results from valuation of credit worthiness degree proves default and
impairment of financial asset.

Second: Qualitative criteria:

o The borrower’s financial default.

o Non-compliance with financial obligations - the disappearance of the active market of the ﬁnanmai asset
or financial instrument of the borrower due to financial difficulties.

- o Granting lenders privileges related to the borrower’s financial dlfﬁculty, which would not have been
granted under nortnal circumstances.

o The borrower may be in bankruptey or restructuring due to financial difficulties. o

o Any other factors the bank thinks that it may result in default of 1mpamnent of financial asset as per the T
bank’s internal policy. a

=  Transition between Credit Rating Stages:
First: Transition from Stage 2 to Stage 1

The ﬁnanc1a1 asset should be transferred from Stage 2 to Stage 1 only after all the quantitative and qualitative o
elements of Stage 1 have been met and the full past due amounts of the financial asset and the returns have
been paid.

Second: Tramsition from Stage 3 to Stage 2
Transfer of the financial asset from Stage 3 to Stage 2 shall not be made unless all the following conditions_
have been met:

o Fulfilling all quantitative and qualitative elements of Stage 2.

o Payment of 25% of financial asset outstanding balances after payment of due interest (marginalised/set -
aside)

o Regularity of payment for at least 12 months.

= Mechanism of Expected Credit Loss Calkculation:
First: Regarding all financial assets except for retail:

o Probability of Default (PD):
-~ For customers whose credit worthiness level are evaluated by using internal worthiness valuation of
the bank, probability of default is calculated according to the used model considering the historical .
effective impact of probability of default related to our bank according to the client rating whetherin -
portfolios of farge, small and medium companies (PD Calibration) :
—  Regarding financial assets that are externally valuated by external rating entities, the probability of
default concerning international valuation entities is applied.
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o Loss Given Default (LGD):

Loss Given Default (LGD) of large companies and corporates is calculated according to LGD
developed by Moody's.

Regarding small and medium companies, LGD is calculated according to historical data of thelr
default as well as historical collections and executions of our bank. ‘
With regard to financial institutions and governmental debt instruments, LGD is calculated according
to the Central Bank of Egypt’s instructions. '

o Exposure At Default (EAD):

o The Impact of future looking for economic factors upon Probability of Default and Loss Given

Value at default equals current balance plus unused value of the authorized limits (cancellable and o
noncancellable) weighted with Credit Conversion Factor {CCF) according to Basel’s instructions plus
the amount of accrued interest as per the payment schedule and applicable intérest rate.

Default:

Economic indicators issued by the international valuation corporation, Moody’s, are applied

It is relied upon many economic indicators that have historical correspondence with default rates of
geographical range in accordance with the indicators of the international valuation corporation,
Moody’s

Regarding the financial assets granted within the geographical range of Egypt, it is relied upon the

economic indicators of trading volume in the Egyptian Stock Exchange as well as growth rate Gross ,-

Domestic Product (GDP) of Egypt. ‘
Regarding other financial assets located outside the geographical range of Egypt, it is relied upon the -
economic indicators of these areas such as Arab Gulf, United States of America, United Kingdom
and Europe.

Effect of stch indicators on probability of default and Loss Given Default is calculated according to
three different scenarios which are: normal, optimistic and reserved scenarios. .
Welghted average of these scenarios is calculated on basis of 40% normal scenario, 30% optumstm S
scenario and 30% reserved scenario. .
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Second: Financial Assets of Retail Portfolio;

o Probability of Default (PD):

Markov Chain mechanism is used. It includes the following:

Historical conversion ratios of a group of customers from performing into non-performing and vice
versa at the beginning of the period and comparing such ratios to the same group of customers at the -~
end of the period.

Annual conversion ratios of DPD Buckets for customers.

The aforementioned conversion ratios will be used to make change average matrix for each year to
establish an approach for expected changes according to the difference between annual changes
average and the real mairix of portfolio named Credit Index. Accordingly, examine the effect of

change by using regression model considering the national economic indicators expected upon future T

probability of default for each product.

o Less Given Default (LGD):

Loss Given Default is calculated according to Discounted Cash Flow (DCF) approach based on the

historical default data and by using Effective Interest Rate in DCF account and hence conducting =

adjustment for default ratios as per each product.

c Exposure at default (EAD):

The value of the current balance plus the unused value of the authorized limit (cancelilable or non-
cancellable) is weighted by the CCF conversion factor in accordance with the Basel instructions plus the
Accrued Interest according to the repayment schedule and the applicable interest rate.

In addition, the Bank calculates the provisions required for impairment of assets at risk of crede
including credit commitments, on the basis of percentages determined by the Central Bank of Egypt. If
the provision for impairment losses required in accordance with the rules of the Central Bank of Egypt
is required for the purpose of preparing the financial statements in accordance with the Egyptian -
Accounting Standards, the general bank risk reserve shall be deducted from equity in respect of retained
earnings. This reserve is periodically adjusted to increase and decrease so that the amount of increase
between the two allocations is always equal. This reserve is not available for distribution.

N) Fixed assets

They represent land and buildings related to head office, branches and offices, All fixed assets are
reported at historical cost less depreciation and impairment losses, The historical cost includes all
costs directly related to the acquisition of fixed assets items,

Subsequent costs are included in the asset’s carrying amount or are recognized as an asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Bank and the cost of the item can be reliably measured, Maintenance and repair expenses:
are charged to other operating expenses during the financial Period in which they are mcurred

Land is not depreciated, Depreciation of other assets is calculated using the straight-line method to
allocate their cost to until it reaches the residual values over their estimated useful lives, as follows:

Buildings 50 years

Furniture and safes from 10 years to 40 years
Typewriters calculators and air conditions 8 years

Motor vehicles 5 years

Computers and core systems 5 years

Fixtures and fittings ‘ . 5 years

-5 .



Translation of financial statements
Originally issued in Arabic

NATIONAL BANK OF KUWAIT - EGYPT (5.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date, Assets that are subject to depreciation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable, An asset’s carrying amount is
written down immediately to its recoverable amount if the asset’s canymg amount is greater than its
estimated recoverable amount,

The recoverable amount is the higher of the asset’s fair value less costs to sell or value in use, Gains and
losses on disposals are determined by comparing proceeds with asset carrying amount, These gain and
(losses) are included in other operating income (expenses} in the income statement.

O) Intangible assets

0/1) Computer programs

Expenses related to computers development and maintenance realized in profits and losses statement,
Expenses related directly to specified programs and under the bank’s control and expected to generate from
it economic benefit over its cost for more than one year is realized as an intangible asset, Direct cost
includes employees cost in IT team and also appropriate share from general costs that’s related to it.

Developing expenses that leads to the increase of computer programs performance exceed it is original :
performance is being realized, and adding it to the programs original cost, Realized computer programs is”
consumed through its productive life but it shouldn’t exceed five years.

0/2- Other intangible assets

Intangible asset other than good will and computer programs (for example; brands, licenses and rental
contract benefits). )

Intangible assets is being recorded at its acquisition cost and being amortized by the straight line method or ~ e

based on the expecied future economic benefit over the expected life of the assets which have indefinite
productive life are not amortized but the impairment cost is being tested annually and the charged in proﬁts
and losses statement. :

P) Commitments and contracts of financial guarantees

- Financial guarantees represent contracts in which the bank is a guarantor or guarantor of funds or current
accounts against other parties, and thus requires the bank to make certain payments to compensate the _
. beneficiary from a loss incurred due to the failure of a debtor to pay when due in accordance with the terms
of the loan. These financial guarantees are provided to banks, financial institutions and others on behalf of
the bank's customers

- Funding commitments are commitments by which the bank is obligated to grant credit in accordance w1th )
pre-defined conditions and thus includes unused portions of the credit limits granted within the amounts that -
the bank expects to use in the future. Initial recognition of contracts for financial guarantees and
commitments to grant financing at interest rates below the market price in the financial statements at fair
valiie at the date of granting the guarantee / commitment. Initially recognized fair value is amortized over

the life of the guarantee / commitment.

-On subsequent measurement, the measurement of the bank's commitment under the guarantee /

commitment is measured as follows: -~

As of January 1, 2019: the amortized cost or the amount of 1 Impau'ment losses, whichever is greater.
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- Until December 31, 2018: On the basis of the amount of the first measurement, minus the consumption
calculated to recognize the security fees in the statement of profits and losses in a straight-line manner over
the life of the guarantee, or the best estimate of the payments required to settle any financial obligation
resulting from the financial gnarantee / correlation in the history of the financial position Which is higher.
These estimates are determined on the basis of experience in similar transactions and historical losses,
reinforced by the judgment of management.

During the year, the bank did not issue any commitments for funds that are measured at fair valoe through
profit and loss.

For other commitments on funds:

Effective January 1, 2019: The bank recognizes expected credit losses.

The liabilities resulting from the contracts of financial guarantees are recognized in the provisions, and any
increase in the Iiabilities resulting from the financial guarantee is recognized in other operating income
(expenses) in the statement of profits and losses. :
The calculated provisions for commitments for funds is recognized within the provision for loans for each
individual loan to the extent that is equal to the value of the used from the loan. Any increase in the
provision for commitments from financing over the value of the used is recognized in the provisions item in
the statement of financial position. '

Q) Investment properties

Investment properties represent land and buildings owned by the Bank and used to earn rental income or
capital increase. Accordingly, investment properties do not include real estate assets through which the
Bank carries out its business or which transferred to the bank to meet debts. The accounting policy for
investment properties are the same as for fixed assets. ‘

R) Leases

The accounting treatment for the finance lease is in accordance with law 95 of year 1995, if the contract
entitles the lessee to purchase the asset at a specified date and amount, and the contract term is more than
75% of the asset expected useful life, or the present value of the total lease payments represents at least 90%
of the value of the asset then this lease is considered finance lease. Other 1eases are considered operatmg o
lease. :

R/l leasing (lessee)
For lease, lease costs including mamtenance expenses for leased assets are recognized in the statement of
income in the Period incurred.

If the bank decides to exercise the right to purchase the leased assets, the cost of the right to purchase is
capitalized as fixed asset which is depreciated over the useful life of the expected remaining life of the assets -
in the same method followed with similar assets. -

R/2  leasing (lessor)

Assets leased as finance lease are recorded in the fixed assets in the balance sheet and depreciated over the
asset expected useful life using the same method applicable to similar assets, The rent income is recognized
based on the rate of return on the lease plus an amount equal to the cost of depreciation for the Year, The
difference between the rental income recognized in the income statement and the total leasing contracts will
be recognized in the balance sheet until the contract is terminated as it is deducted from the book value of
the leasing asset.
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To offset with a net book value of the leased asset, The maintenance expenses and insurance expenses will
be recognized in the income statement when incurred to the extent they are not charged to the tenant, And
when there is objective evidence that the Bank will not be able to collect all balances of the financial lease
debtors, they are to be reduced to their recoverable amount,

Operating lease assets are recorded in the fixed assets in the balance sheet and depreciated over the asset
expected useful life using the same method applicable to similar assets, The lease rent income less any
discounts granted to the lessee will be recognized in the income statement using the straight line method
over the contract term.

S) Cash and cash equivalents

For the purposes of the cash flows statement, cash and cash equivalents include balances due within three .

months from the date of acquisition. It also includes, cash and balances due from the Central Bank of Egypt

other than the mandatory reserve, and current accounts with banks and treasury bills and other govemmentaI
securities.

T) Other proyisions

Provisions for restructuﬁng costs and legal claims are recognized when the Bank has a present legal or
constructive obligation as a result of past events; it is more likely than not that an outflow of resources will
be required to settle the obligation and the amount has been reliably estimated.

If there are a number of similar obligations, the likelihood that an outflow is required to settle an obligation
is detérmined taking into consideration the group of obligations as a whole, A provision is recognized even
if the likelihood of an outflow with respect to any obligation in the group is minimal, Reversal of Provisions
no longer required totafly or partially are presented in other operating income (expense).

Provisions are measured at the present value of the expected required expenditures to settle obligations after

one year from financial statement date using the appropriate rate in accordance with the terms of settlement .. 7,

ignoring the tax effect which reflects the time value of money, If the settlement term is less than one year,
provisions will be measured by the contractual value if there is no material variance, Otherwise, it will be
measured at the present value.

1) Employees benefits

Social Insurance

The bank is committed to pay the subscriptions to the Social Insurance Authority and there are no additional
liabilities on the bank when paying such subscription, these periodical subscriptions will be charged to the
income statement in the period it is recognized, and to be included in employees benefits.

Employees Profit share

The bank pays a percentage of the cash dividends declared as profit sharing to employees, The employees”
share is recognized as a dividend distribution through equity and as a liability when approved by the Bank’s
shareholders general assembly meeting, No liability is recognized for profit sharing relating to undistributed
profit to employees.

Coliective employee insurance policy

The Bank and employees pay contribution to the collective insurance policy as a percentage of the
employees’ wages on a monthly basis, Once the contributions have been paid, the bank has no further
payment obligations, The subscriptions are recognized as expenses on employees’ benefits until it is
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redeemed The contribution paid in advance are recognized within the assets to the extent that it reduces the R

future payments ‘or cash refund.

Other Retirement benefit obligations

The bank offers heath care for retired people after end of service and usually this benefit is earned when the
employee works till retirement age and completes the minimum time of service period, and this expected
benefit is earned during the employment period by using an accounting method same as the one used in
specific benefits process.

V) Income tax

The income tax of the year on the profit or loss includes current tax and deferred tax and is recognized in the. -
income statement except for income tax relating to items of owners’ equity which are recognized dlrectly in
other comprehensive income.

The income taxes recognized on the basis of net taxable profit using the tax rates enacted at the date of the -
Balance Sheet in addition to the tax adjustments related to previous years, and commitments in accordance
with the principles of accounting and its value according to the tax regulations, The value of deferred tax is
recognized based on the expected manner of realization or settlement of the values of the asset values and -
liabilities, using tax rates enacted at the date of the balance sheet. :

The deferred tax assets of the Bank are recognized when it is probable that future taxable profit will be
available against which the temporary difference can be utilized, Deferred tax assets are reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered, Reversal is subsequently permitted when there is a probable from its economic benefit
limited to the extent reduced previously.

W) Borrowing

Loans obtained by the Bank are initially recognized at fair value less the cost of obtaining the loan, the loan § S
is measured subsequently at amortized cost, and the difference between net proceeds and the value that w111‘ I

be paid are charged in the income statement over the loan period using the effective interest method.
X} Capital

X/1 Capital cost

Issuance costs directly related to issuing new shares or issuing shares related to acquisition or share options .

are charged to share holders' equity of total proceeds net of tax.

X/2 Dividends

Dividends are recognized when declared by the Shareholders’ General Assembly, Those dividends mclude
employees’ share in the profits and the Board of Directors’ remuneration as prescribed by the articles of
association and law. o
Bank's net profits are distributed annually after deducting all general expenses and other costs as follows:

1) Deducting an amount equivalent to 5% of the profits to form the legal reserve until the total reserve
amount is equivalent to 100% of paid-up capital, and when lack of reserves the deduction returns.
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2) And thé_n, deduct the amount required for distributing the first share of profits of 5% paid to
shareholders based on the value of their shares if that did not allow the profit for one of the years,
The distribution of this share is not permissible to claim the profits from the years following.

3) Then, 10% of the profits are allocated to the staff and workers in the bank, and are distributed
according to the rules proposed by the Board of Directors and adopted by the General Assembly
which should not exceed the sum of ammual wages of workers in the bank.

4) After the abové, a rate which does not exceed 10% of the remaining profit is allocated as a
remuneration for the Board of Directors.

5) The remaining profit is distributed to shareholders as an additional share from profits or transferred
to the following year based on the Board of Directors approval. :

Y) Custodial activities

The bank performs custodial activities that results in custody or management of assets on behalfof
individuals, trusts, and retirement benefit plans, these assets and the related income are excluded from the
bank’s Financial Statements, since these assets are not owned by the bank.

Z) Comparative fignres

The comparative ﬁgurés shall be re-classified, when necessary to be in conformity with the changes in the
presentation adopted in the current period.

2. Financial risk management

The Bank’s activities expose it to a variety of financial risks. Taking risk is core to the financial
business. The Bank’s processes involve the analysis, evaluation and management of some degree of
risk or combination of risks. The Bank’s aim is, therefore, to achieve an appropriate balance between
risk and refurn and minimize potential adverse effects on the Bank’s financial performance. The most
significant types of risks are credit risk, market risk, liquidity risk and other operating risks. Market :
risk comprises foreign exchange risks, interest rate risk and other price risks.

The risk management policies and strategies are designed to identify and analyse these risks, monitor
the risks and comply with appropriate risk limits using reliable techniques as well as updated
information systems. The Bank regularly reviews its risk management policies and systems and modify
them to reflect changes in markets, products and services and the best modern applications.

Risk management is conducted through the Department of Risk Management in view of the policies
approved by the Board of Directors. The Department of Risk Management identifies and evaluates
financial risks in close collaboration with the various operational units of the Bank. The Board .
provides written principles for risk management as a whole, in addition to written policies ¢overing
specific risk areas such as credit risk, foreign currency exchange rislk, risk of interest rates and the use
of derivative and non-derivative financial insfruments. In addition, the Department of Risk
Management is responsible for the periodic review of risk management and the control environment
independently.
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A) Credit risk

The bank is exposed to credit risk, which is the risk resulting from failure of one party to meet its
contractual obligations, Credit risk is considered the most significant risk for the bank therefore the
management is conservative in managing this risk, Credit risks results mainly from lending and "
investments activities which represents the bank’s assets, contain debt instruments, Credit risk is also:

included in off balance sheet financial instruments, such as loan commitments, Managing and monitoring -

process of credit risk is centralized in credit risk team management in risk management department who
prepare reports to the Board of Directors and Head of operating units on regular basis.

A/l Credit risk measurement

Loans and facilities to Banks and customers (incleding commitments and financial
guarantees).

To measure credit risk on the loans and facilities to banks and customers, the Bank considers the
following three components:

*  Probability of default by the client or third parties to fulfill its contractual obligations. :
* The current position and its future development from which the bank conclude the balance exposed to risk
(Exposure at default).

The bank’s management daily activities involves measuring the credit risk that reflects the expected

Joss based on the Expected Loss Model required by the Basel Committee on Banking Supervision,

Those operational measures could be inconsistent with the impairment loss according to EAS 26,

which adopts the realized losses model and riot the expected losses (Note A / 3). '

The Bank evaluates the default risk for each customer using internal evaluation techniques to determine the

rating for the different customers' categories, these techniques were developed taking into consideration. .

statistical analysis and the professional judgment of the credit officers to reach the appropriate rating, and
the customers are classified into four ratings. o

Rating scale (shown in the following table) reflects the possibility of defaults for each rating category, in
which the credit positions may transfer from one rating to other depending on the change in the degree of .
default risk, The customer's rating and the rating process are reviewed and improved when necessary, The -

Bank periodically evaluates the performance of the credit rating methods and their ability in expecting the -

customers' defaults.

Bank’s internal ratings scale Rating
Performing loans 1
Regular follow up 2
Watch list 3
Non-performing loans 4

General banking risk measurement model:

The Bank calculates the provisions required to meet the impairment of assets at risk, including .
commitments relatinig to credit, on the basis of ratios determined by the Central Bank of Egypt. Inthe
case of the increase in the provision for impairment required in accordance with the creditworthiness
rules of the Central Bank of Egypt over the required provision using the expected credit losses. The
excess of the provision is provided as a general bank risk reserve in equity deducted from retained
earnings by that amount.
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- The following are the categories of credit ratings for the institutions in accordance with the four
internal rating grades compared to the bases of the Central Bank of Egypt assessment and provisions
percentage required for the impairment of assets exposed to credit risk:

Internal Ratings
Granting

Performing loans
Performing loans
Performing loans
Performing loans
Performing loans

Regular watching

Watch list

Non-performing loans
Non-performing loans
Non-performing loans

Internal
Ratings

B = o

BB

Provision
percentage
required
for retai}

Zero
1%
3%
3%
3%
3%

3%
20 %

50 %
100 %
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corporate Rating indications

Zero Low risk

1% Moderate risk

1% Satisfactory risk

2% Appropriate risk

2% Acceptable risk

3% Marginally
Acceptable risk

5% Risks that need
special care

20% - Below the level

50 % ~ Doubtful

100 % Bad debt
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Ratings

SN Lh B W N




NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Notes to the Financial Statements - For the period ended 31 March 2020

Translation of financial statements

Originally issued in Arabic’

Summary of the results of the calculation of expected credit losses on the status of March 2020:

risk

Items exposed to credit risk

Retail
customers

Corporates
and
institutional
clienits

Banks

Financial
Instruments
with CBE

Total

Stage 1 Stage 2 Stage 3 o

Value at risk 5,206,223 859,428 42,174 6,107,825
Expected Credit Loss (24,610 {20,511) (14,144) (59,265)
Net carrying value 5,181,613 838,917 28,030 6,048,560 -
Value at risk 21,371,190 6,781,230 563,865 28,716,285
Expected Credit Loss (98,364) {63,760) (408,181) (570,305)
Net carrying value 21,272,826 6,717,470 155,684 28,145,980
Value at risk 2,114,129 798,619 - 2,912,748

- Bxpected Credit Loss - - - : .
Net carrying value 2,114,129 798,619 - 2,912,748
Value at risk 27,194,157 - - 27,194,157
Expected Credit Loss (141,142) - - - (141,142)
Net carrying value - 27,053,015 - - 27,053,015
Value at risk 55,885,699 8,439,277 606,039 64,931,015
Expected Credit Loss (264;116) (84,2713 (422,325)

' Net carrying value . 55,621,583 8,355,006 183,714 64,160,303

Credit rating stages in accordance with IFRS 9

Second: Expected credit loss according to Credit Rating Stages of IFRS 9 in accordance with items exposed to -

(770,712) -

The spread of the COVID-19 pandemic at the beginning of 2020 led to negative repercussioiis that cast a shadow on the
global economy. This has also impacted both the Egyptian economy in general and the Egyptian banking sector in
particular. Due to the spread of the virus, the bank implemented a number of precautionary measures that would aid in -
protecting the health & safety of both the employees of our bank, in addition to all customers visiting any NBK Branches.
as well as the NBK Headquarters. Additionally, a number of measures have been taken with the aim of protecting the
financial position of the bank and ensure the adequate allocation of provision to protect the bank from any possible
negative repercussions that may oceur to clients in the bank’s credit pertfolio due to the negative shock that résulted from
the spread of COVID-19 and the consequent decrease in business indicators for some economic sectors. The following
is a brief outline of the most important measures taken in this regard;

i. The mostimportant precautionary measures to prevent the spread of the epidemic within our bank are as follows:

a.

Activating the bapk’s business continuity plan in addition to the regular meetings held by Crisis
Management Committee in order to discuss developments in the current situation and take the -
necessary decisions to manage the crisis within the bank.

The number of employees in the Head Office and the branches have been reduced, with a aumber of.
employees transferred to emergency backup offices, in addition to a number of employees being
assigned to work from home to ensure their health and safety.

Disinfectants and sanitizer dispensers have been installed throughout in the bank’s headquarters, in -
addition fo the coordination with the sanitation company contracted with the bank to ensure continuous
sterilization and disinfection of all the various offices within the headquarters and branches.
Enforcement of the mandatory wearing of medical masks in the headquarters of our bank,
Temperature checks of all employees at the bank headquarters upon arrival and periodically throughout
the day,

The suspension of all social activities and trips organized by our bank for employees

The suspension of all forms of trainings and courses held either internally or externally.
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2. The most important measures taken in the implementation of the directives and initiatives set by the Central
Bank of Egypt with the purpose of supporting the Egyptian economy in the current situation are as follows:.

a.

All principle and interest repayment due after the 15/03/2020 have been postponed for 6 months, except,
for the clients who wish to pay their obligation according to their existing repayment schedules w1ﬂ10ut
incurring any late payment or joterest fees,

Enforcing the maximum limits for cash deposits and withdrawals according to instructions circulated

- by the Central Bank of Egypt,

Exemptions of any cash transfer fees.
Encouraging customers to use alternative channels provided by the bank, such as Internet & Mobile

Banking or the use of the banks” mobile applications, to meet their needs and avoid the need for the T

visitation of the bank’s branches or headquarter,

Reduction of the interest rates for the sectors that enjoy the various initiative programs rolled out by I

the Central Bank of Egypt to 8% to protect these sectors from the negative economic shocks that are a
result of the COVID19 pandemic, These sectors include; Tourism, Manufacturing, Real Estate,
Mortgages, & Contracting.

3. The most important measure that has been taken is the analysis of the repercussions of the COVID19 pandemic
on all the clients within the banks’ credit portfolio, in order to ensure that the necessary provisions have been
allocated to protect the bank from any defaults or delayed payments that may occur as a result of the crisis. This
analysis included the following;

a. The bank applies the International Financial Reporting Standards (IFRS 9} when calculating provisions

b.

in accordance with the instructions of the Central Bank of Egypt, starting in 2019,

The calculation of the banks provision involved the historical default rates, and all subsequent
recoveries from defaufted customers in addition to forecasted economic indicators for the Egyptian
economy and its” impact on the probability of default (PI)) and the loss given default (LGD), whlch
are used in the calculation of the Expected Credit Loss (ECL), -
The forecasted macroeconomic indicators dre issued by Moody’s Ana]ytlcs which have been stressed
by the COVID19 crisis, which resulted in the deterioration of the future economic outlook of the
Egyplian economy, in addition to the increased probability of default of numerous sectors within'the
local & global economy deemed to be most at risk of the COVID19 pandemic,

In light of all the issues outlined previously, an independent analysis was carried out by the bank to
analyze how the COVID-19 pandemic would impact Egypt’s various economic sectors, using sources
and studies published by several ¢redit rating agencies and the International Monetary Fund (IMF) in -~
addition to analysis conducted by credit risk analysts at the bank, ‘

In light of the studies conducted, all the various sectors within the Egyptian have been classified mto B

the follewing categories;

i. High Risk Sectors; These are the sectors that have been deemed to be the most vulnerable 10 -
the COVID-19 pandemic, as their future outlock are deemed to be negative in the short term,
examples include the tourism sector, the aviation sector, the automotive sector, and stock
portfolios. o

fi. Medium Risk Sector: these are medium risk sectors, where the COVID-19 pandemic is
expected to have a slightly more limited impact on their fiture economic outlook, and these

. sectors include; Contractors, Infrastructure, Energy, & Petrochemicals.

iii. Low Risk Sectors; these are relatively low risk sectors; where the COVID-19 is expectcd to
have very little impact on the future economic outlook of these industries, with some even
experiencing an improved economic outlook as a result of the pandemic, and these sectors
include; the health sector, pharmaceutical sector, the food & beverage sectors. oL

Additionally, each client in the bank’s credit portfolio were categorized into 3 subcategories according
to a model developed that takes into account a respective clents credit worthiness, the type of facilities -
granted, whether the customer is a net importer or exporter, in addition to an assessment of the risks a
respective client is expected to face due the COVID-19 pandemic. The subcategories are as follows;
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i. Class A: this category consists of clients whose solvency is proportionate to the size of
facilities disbursed by the bank, and the current crisis is not expected to impact these clients
ability to repay their obligations giver the nature of the facilities granted.

ii. Class B: this category consists of clients who have a higher level of risk, and hence are -
expected to be impacted by the current crisis. However, the impact of the current crisis on the
customers’ ability to repay all obligations is expected to be limited.

ifi. Class C: this category consists of clients who are considered very high risk and their ability to
repay all obligations is expected to be severely hindered by the current crisis,

g Theresult of the analysis conducted by the bank was to the establishrent of a risk matrix that was used
to assess the status of all clients in the bank’s credit portfolio, in addition to taking the necessary
precautionary measures to ensure that sufficient monitoring is takes place for all clients in line with the
expected risk levels, in addition to ensuring that adequate provisions have been accuniulated for all
clients categorized in the high risk categories & subcategories. The matrix developed is as follows;

Risk Level Clags A f Class B Class C
Close monitoring of the clients
will take place, and as.the impact - |
of the crisis becomes clearer, the
clients will be reevaluated.

Periodic monitoring of existing clients, and
Low Risk Sectors increasing granted facilities in this category &
subcategories should the opportunity arise

Medium Risk Sectors Close monitoring of the clients will take place, and as the impact of the crisis becomes
clearer, the client will be reevaluated,
High Risk Sectors All client operating in high risk sectors are automatically considered as Stage 2 clients,

and the provisions are calculated according to the lifetime of all granted facilities.

h, Additionally, all clients operating in the iron, cement or ceramic sectors have been automatically
assigned 3% ORR provision, which will be gradually increased to 20% by March 315 2021, according
to instructions set by the Central Bank of Egypt..

4, Clarifications on the allocation of provision balances;

& The total Expected Credit Loss calculated using the banks ECI. model for all funded facilities granted
by the bank on the 31* of December 2019 amounted io EGP 647 Mn, in addition to further pr0v1310ns
accumulated by the bank amounting to EGP 162.5 Mn, wh1ch consist of the following;

Purpose of Allocation %dd]t}qnal
rovision
Additional provision required for Model Risk Assessment EGP 118.7 Mn
Additional provision required for the DCF haircuts : EGP 33.9 Mn
Other Additional Provisions ' _ - EGP 9.9 Mn
Total _ EGP 162.5Mn

Subsequently, all the additional provisions allocated due to the risks outlined above have been mitigated during the first.
quarter of 2020, and hence they have been reallocated to cover the required provision balance calculated on the 315t of
March 2020, and the rationale behind these allocations of the extra provision balance on the 31% of December 2019 are
as follows;
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After the finalization of the internal review of the models and methodologies used in the calculation of the

Expected Credit Loss (ECL), it was concluded that the all the models, methodologies and assumptions used by .~

the bank are in Tine with the banks historical data, and are also in line with both IFRS 9 standards and Central

Bank of Egypt rules and regulations. This therefore reduces any risk associated with the models used by the o

banks, hence allowing the bank to reallocate the accumulated provisions to other uses.
The provisions allocated for the future discounted cash flows from defaulted customers was allocated in the case
of failure to receive the future expected cash flows from these clients. However, starting from Q1-2020 the

discounting future cash flows were excluded from the calculation of the banks provisions, hence rendering the - .

accumulated provisions redundant. Therefore the provision balances were released for use in other purposes.
The Expected Credit Loss (ECL) for all funded facilities disbursed by the bank amounted to EGP 779.5 Mn as
of 31 of March 2020, increasing by EGP 132.5 Mn from the previous quarter (20.5% increase Q-0-Q.) This
noticeable increase is due to the increased probability of default (PD), loss given default (LGD), and the
downgrading of clients to stage 2 as a result of the COVID-19 pandemic..

The Expected Credit Loss (ECL) for all unfunded facilities disbursed by the bank as of the 31* of March 2020 . .
amounted 1o EGP 194 Mn compared to EGP 144 Mn recorded on the 31% of December 2019. The increase of
EGP 50 Mn is also due to the increased probability of default (PD), loss given default (LGD), and the
downgrading of cliénts to stage 2 as a result of the COVID-19 pandemic. Y

Third: Loans and facilities
Below is the position of Loans and facﬂmes relative to credit ratmg

31 March 2020 31 December 2019

© 000 EGP - 000" EGP
Loans and facilities Loans and facilities

to customers to customers
Neither past due nor impaired ' 31,682,335 30,988,168
Past due but not impaired ' 298,011 © 599,18%
Impaired 606,038 689,761 -
Total ‘ 32,586,384 32,277,112
Less: :
Tmpairment loss provision (629,571) (726,485) "
Net 31,956,813 31,550,627
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Past due Loans and facilities and not impaired

Loans and facilities that have past dues until 90 days but are not considered impaired unless there is
information that proves otherwise. Loans and facilities to customers with past dues but not impaired, and
the fair value of the related collaterals are as follows:

31 March 2020 (000’ EGP)

Retail
Personal
Over-drafts Credit cards loans Mortgage Total

Past due up to 30 days - 8,181 448 42 8,671
Past due 30 - 60 days - 11,660 269 2 11,931
Past due 60-90 days - 4,930 - 116 - 5046
Total - - 24,771 833 44 25,648

Corporate

Direct Syndicated Other
Over-drafis loans loans loans Total

Past due up to 30 days 518 257,498 - - 257498 °
Past due 30 - 60 days’ 1 1,333 - - 1,333
Past due 60-90 days 1 13,532 - - 13,532
Total 520 272,363 - - 272363

Upon the initial recognition of Loans and facilities, the fair value of collaterals is assessed based on
valuation methods commonly used for similar assets. In the subsequent penods the fair value would be
updated in accordance with the Central Bank of Egypt’s regulations.

31 December 2019 (000’ EGP)

Retail
‘ Personal
Over-drafts  Credit cards loans Mortgage Total
Past due up to 30 days - 20,670 21,445 24 42,139
Past due 30 - 60 days - 4364 7,054 2 11,420
Past due 60-90 days - 3,256 2,502 - 5,758
Total - 28,290 31,001 26 59,317
o 'Corporate
Direct Syndicated )
Over-drafts loans loans Other loans - Total .
Past due up to 30 days 518 480,333 - - 480,851
Past due 30 - 60 days 1 40,523 - - 40,524
Past due 60-90 days ‘ L 18,490 - - 18491 -
Total ‘ . 520 539,346 - - 539,866
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Loans and facilities individually subject to impairment

Loans and facilities to customers

Balance of Loans and facilities subject to individual impairment amounted, before taking into consideration-
cash flows from collaterals amowunted to LE 689,761 thousands against L.E 1,065,711 thousand at the end of ‘
the comparative year according to the Central Bank’s regulations. :

Below is the analysis of the total value of Loans and facilities subject to individual impairment, including the.
collaterals fair valuation obtained by the Bank in exchange for the loans according to regulations of the Cenn'a.l ~
Bank:

31 March 2020 (000’ EGP)

Retail Corporate

Valuation Syndic

Over- Credit Persona Over- Direct ated  Other

drafts cards lloans Mertgage drafts loans loans  loans Total
Individual leans _ L
subject to 6,292 1,206 34,675 - 214,992 - 348,873 - - 606,038
impairment . ' "
Fair value of - 810 27219 - 117,836 30,720 - - Timesss
collaterals . »

31 December 2019 (000° EGP)

Retail Corporate :

Valuation ' ' o Syndic

Over- Credit Personal Over- Direct ated  Other

drafts  cards loans  Mortgage  drafis loans loans  loans Total
Individual loans - R
subject to 6,289 1435 27,592 - 298,791 355,654 - - 689,761 -
impairment . : .
Fair value of - 1224 21342 - 195444 30,038 - - 248,048
collaterals : : —

A. Impairment of non-financial assets

Assets that do not have definite life time -except for goodwill- are not depreciated and its impairment is .
reviewed annually. Impairment of depreciated assets has to examined when there are events or changes in™- =~
circumstances indicate that the book value may be non-recoverable.

Impairment loss is recognized and the asset value is deducted at the amount by which the asset’s book value
increases over the recoverable amount. The recoverable amount represents the higher of the asset’s net
selling amount and value in use. For the purpose of estimating the impairment, the asset is grouped with the

~ smallest cash generating unit. At each financial statement preparation date, non-financial assets with
impairment have to be reviewed to determme if there is impairment reversal made to the statement of proﬁts o
and losses. B
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Translation of financial statements. -
Originally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E) '
Notes to the financial statements - For the period ended 31 March 2020

s+ The position exposed to impairment depends on the amounts that the bank expects to be outstanding
at the time of the default, for example, for the loan, this position is the nominal value, and for the _
commitments, the bank lists all the amounts actually withdrawn in addition to the other amounts that
are expected to have been withdrawn Until the date of default, if it occurred.

» The estimated default or acute loss represents the bank’s expectation of the extent of the loss when
claiming the loan if the default occurs, and this is expressed in terms of the loss of the loan and
certainly this varies according to the type of debtor, the priority of the claim, the availability of
guarantees or other credit coverage.

¢ Debt instruments issued from Egyptian Gevernment & Central bank of Egypt

Debt instruments, treasury bills and other bills o
e As for debt instruments and bills, the Bank uses external ratings such as Standard & Poor’s or

equivalent for credit risk management. If these are not available, techniques similar to those applied

to the credit customers are used. Investments in securities and bills are considered a method to -

obtain a better credit quality. Such investments also provide an available source to meet the funding

requu‘ements

A2 Policies of limiting and preventing risks

The Bank manages, limits and controls concentrations of credit risk at the level of debtor, groups industries
and countries.

The Bank structures the levels of credit risk it accepts by placing limits on the extent of risk accepted in -
relation to onhe borrower, groups of borrowers, and economic activities and geographical segments. Such
risks are monitored on a revolving basis and subject to an annual or more frequent review, if required. The .
limits of credit risk at the level of borrower/ group, producer, sector ard country are periodically approved .
by Risk Committee and Credit Committee of the Board. A summary of these meetings shall be presented to
the Board. :

Limits of credit to any borrower, including banks, are divided into sub limits that include the amount on
and off-the balance sheet, and the daily risk limit related to trading items such as forward foreign exchange
contracts. Actual amounts against limits are compared daily.

Exposure to credit risk is also managed through regular analysis of the existing and potential borrowers'
ability to meet their obligations and through changing the lending limits where appropriate. Below are seme
ways to reduce the risk:

Collaterals

e The Bank develops several policies and measures to minimise the credit risk. One of these methods -
is to obtain collateral in exchange for funds provided. The Bank develops guidelines for specific
categories of acceptable collateral. The main types of collaterals for loans and facilities are as
follows:

o Real estate mortgage.
Activity assets mortgage.
o Financial instruments mortgage, such as debt and equity instruments.

o]
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Translaticn of financial statements Ce

: Originally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E) :
Notes to the financial statements - For the period ended 31 March 2020

¢ Longterm finance and lending to corporate entities are generally secured, while retail credit
facilities are unsecured. To minimise the credit loss, the Bank seeks additional collaterals from the
relevant parties as soon as impairment indicators are identified for the relevant loans or facilities.

+  The Bank determines the collaterals held to secure assets other than loans and facilities according
to the nature of the instrument. Generally, debt instruments are unsecured except for asset-backed
securities and similar instruments that are secured by a financial instruments portfolio.

Derivatives

s  The Bank maintains strict control procedures over net value of opened derivative positions, i.e. the.
difference between purchase and sale contracts at both the value and duration levels. In all cases, - -
the amount subject to credit risk is limited to the current fair value of instruments in from which the
Bank could gain benefits, i.e. assets that have positive fair value which represent a small value of
the contractual amount or the notional value used to express. outstanding instruments. The Bank ..

- manages this credit risk, which is considered part of the total lending limit granted to. customers
with expected market changes risk all together. Generally, no collateral is obtained for credit risk
related to these instruments, except for marginal deposits required by the Bank from other parties. -

o  Settlement risk arises when cash, equity instruments or other sectrities are used in the settlement
process or if there is expectation to receive cash; equity instruments or other securities. Daily
settlement limits are established for other parties to cover the aggregate settlement risk arising from .
the daily iransactions of the Bank.

Credit related commitments

s  The main purpose of the credit related commitments is to ensure that funds are available to the
customer upon request. Guarantees and standby letters of credit bear credit risk related to loans.
Documentary and commercial letters of credit issued by the Bank on behalf of the customer to give -
a third party the right of withdrawal from the Bank within the limits of certain amoumnts and other
specific conditions are often secured with the goods shipped and therefore carry a lesser degree of -
direct loan risks.

e Credit-related commitments represent the unused portion of credit limit authorised to grant loans
guarantees or letters of credit. The Bank is exposed to a possible loss of an amount that equals the
total unused commitments as for the credit risk resulting from credit-related commitments.
However, the probable amount of loss is less than the unused commitments as most commitments
related to granting credit represent contingent liabilities to customers maintaining certain credit
standards. The Bank monitors the maturity term of the credit commitments because long-term
commitments are of a higher credit risk than short-term commitments. :

Af3  Impairment and provisioning policies

e The internal rating systems described in (Note A/1) focus more on credit quality planning from the
beginning of lending and investment activities. Otherwise, impairment losses that occurred at the
balance sheet date only are recognized for financial reports purposes based on objective evidence
indicating impairment according to what will be mentioned in this note. Due to the different
methodologies applied, the amounts of incurred credit losses charged to the financial statements are
usually lower than the loss amount determined using the expected loss model used in preparing the
financial statements. For the purposes of the Central Bank of Egypt’s rules, impairment losses

-41 -



NATIONAL BANK OF KUWAIT - EGYPT (8.A.E)

Translation of financial stafements o

Originally issued in Amabic

Notes to the financial statements - For the period ended 31 March 2020

. provision included in the balance sheet at the end of the period is derived from the four internal K
rating grades. However, the majority of the provision comes from the last two ratings. o

The table below shows the percentage of on-financial position items related to loans and facilities;
and the relevant impairment for each internal rating category of the bank noting that written off
during the year amounted L.E 26,236 K against L.E 599,985 in the comparative year.

Bank’s rating in 31 March 2020

31 March 2020 31 December 2019
Loans & Impairment Loans & Impairment
facilities provision facilities provision

% % % %

Stage | 76.49% 19.53% 83.20% 36.55% -
Stage 2 21.65% 13.39% 14.66% T71% .
Stage 3 1.86% 67.08% 2.14% 55.74% -

100 % 100 Yo 100 %

100 %

Internal rating tools help management to determine whether there is objective evidence to mdlcate
the existence of impairment based on the fol]owmg mdlcators identified by the Bank: :

S}gnl_ﬁcant financial difficulty of the borrower or obligor.
Breach of the loan agreement conditions such as default.
Expected bankruptcy of the borrower, entering a liquidation lawsuit, or restructuring the finance
granted to the borrower. :
Deterioration of the competitive position of the borrower.

Granting privileges or assignments by the Bank to the borrower due to economic or legal reasons

related to the financial difficulties of the borrower, which are not granted by the Bank in the normal ; e

course of business.
Impairment of the guarantee.
Deterioration of creditworthiness.

The Bank’s policies require reviewing all financial assets that exceed specific materiality at least o

once a year or more, when required. The impairment loss is determined for accounts evaluated on
an individual basis by determining case-by-case actual losses at the balance sheet date. These.

policies are applied on all accounts, which have specific materiality on an individual basis. The -

valuation usually includes the existing collateral, the related enforcements on these collaterals and
the expected collections from those accounts.

Impairment loss provision is formed based on a group of similar assets using the historical
experience available, personal judgement and statistical methods.
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Translation of financial statements’

Criginally issued in Arabic.
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes to the financial statements - For the period ended 31 March 2020

A /4 Maximum limits for credit risk before collaterals:
31 March 2020 31 December 2019
060* EGP 000° EGP

Balance sheet items exposed to credit risks
Due from banks 3,912,748 3,354,765
Loans and facilities to banks and customers - "
Retail loans:

- Overdrafts 557,842 651,817 -

- Credit cards 162,299 150,179

- Personal loans 5,161,226 4,637,048

- Mortgage 106,728 82,575
Corporate loans: 5

- Overdrafts 3,460,013 2,541,307 -

- Direct loans 23,138,275 24,214 86
Financial investments: ¢ -
Debt instruments - Treasury bills 18,685,984 20,633,923
Debt instruments - Treasury bonds 2,789,426 3,089,853
Other assets 842,797 735,960
Total 58,817,338 -60,091,613
Off-balance sheet items exposed to credit risk ' : -
Acceptance documents 760,148 665,742 .
Letters of guarantee 4,563,281 4,312,724,
Letters of credit Import/Export 4,846,426 3,094,696
Guargnteeb upon other banks request or by their 5,898,938 5.739.598 -
warratity .

16,068,793 13,812,760

A/S Debt instruments and {reasury bills : -
The tabie below shows an analysis of debt instruments and treasury bills according to the rating agencies at
the end of the period, according to the evaluation of (Fitch) Agency at 31 March 2020.

Treasury Investments in
Bills securities Total
000" EGP 000 EGP 009 EGP
B+ 18,685,984 2,789,426 21,475,410
Total 18,685,984 2,789,426 21,475,410
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Translation of financial statemcﬁts'
Originally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes to the financial statements - For the period ended 31 March 2020

B) Market risk

The Bank is exposed to market risk, which is the risk of fair value or ﬁature cash flow fluctuations ffom
changes in market price. Market risks arise from open market related to interest rate, currency where each
is exposed to general and specific market movements and changes in sensitivity levels of market rates or
prices, such as interest rates and foreign exchange rates. The Bank divides its exposure to market risk into
trading and nen-trading portfolios. ' '

Management of market risks arising from trading or non-trading activities focuses on risk management in
the Bank which is monitored by two separate teams, Regular reports about market risk are submitted to the
Risk Committee of the Board of Directors and each business unit head periodically.

Portfolios of financial investments at fair value through profits and losses include positions resulting from -

the bank dealing directly with customers or with the market, while non-trading portfolios primarily arise -~ |

from managing assets and liabilities interest price. Such portfolios include foreign exchange risk-and, .
equity instruments risks arising from financial investments at amortized cost and financial investments at
fair value through other comprehensive income.

B/1  Market risk measurement techniques
s As part of market risk management, the Bank undertakes various hedging strategies. The Bank
also enters into swaps to match the interest rate risk associated with the debt instruments and
fixed-rate long-term loans if the fair value option has been applied. The major measurement

techniques used to control market risk are outlined below:

Vialue at risk

»  The Bank applies a “value at risk” methodology (VAR) for trading and non-trading portfolios: fo L B

estimate the market risk on positions held and the maximum expected losses based on a mumber :
of assumptions for various changes in market conditions. The Board sets separate limits for the
value of risk that may be accepted by the Bank for trading and non-trading portfolios and are
monitored daily by the Bank’s risk management.

e VAR is a statistical estimation of the expected losses on the current portfolio resulting from | o
adverse market movements, which represent the maximum amount the Bank expects to lose usmg .
a confidence level of (99%). Therefore, there is a statistical probability of (1%) that actual losses
could be greater than the VAR estimation. The VAR model assumes that the holding period is ten
days before closing the open positions. It also assumes that market movements during the holding
period will be similar to the movement pattern which occurred during the previous ten days. The
bank shall assess the previous movement based on information regarding two previous years and
by using Decay Rate 99. The Bank applies these historical changes in rates, prices, indicators,
etc., directly to its current positions. This approach is called historical simulation. Actual
outcomes are monitored regularly to test the validity of the assumptions and factors used in the
VAR calculation.

e The use of this approach does not prevent losses from exceeding these limits if there are
significant market movements.

e  As VAR is considered a primary part of the Bank’s market risk control technique, VAR limits are
established by the Board of Directors annually. Actual VAR are compared to the limits set by the
Bank and reviewed weekly by the Bank’s risk management.

-d44 -



NATIONAL BANK OF KUWAIT - EGYPT (8.A.E)

Translation of financial statements
Criginally issued in Arabic ™

Notes to the financial statements - For the period ended 31 March 2020

Stress testing

e Stress testing provides an indicator of the expected losses that may arise from sharp adverse

B2

circumstances. Stress testing is designed to match the business using standard analysis for specific
scenarios. The stress testing carried out by the Bank Risk Management includes risk factors siress
testing where a set of sharp movements are applied to each risk category. The results of stress
testing are reviewed by Senior Management and Board of Directors and a summary of the Risks
Committee meetings is submitted to the Board of Directors.

Foreign exchange volatility risk

The Bank is exposed to the effects of volatility in the prevailing foreign currency exchange rates on its
financial position and cash flows. The Board of Directors sets limits for foreign exchange with the
aggregate value for each position at the end of the day as well as during the day. The following table
summarizes the Bank’s exposure to foreign exchange volatility risk at the end of financial period. The =~
following table includes the carrying amounts of the financial instruments in their currencies; '
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NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Translation of financial statements '.

~ Notes to the financial statements - For the period ended 31 March 2020

Originally issued in Arabic

13- ‘Cash and Due from Central Bank

Cash

Due from central bank (within the required reserve
percentage) - ' '
Impact of applying IFRS (9)

Less: Provision for expected credit losses

Nonp-interest bearing balances
Fixed Interest balances

14- Due from banks

Current accounts
Deposits

Due from central bank (other than the required reserve
percentage)

Impact of applying IFRS 9

Less: Provision for expected credit losses

Non-interest bearing balances
Variable Interest balances

Current balances
Non-Current Balances

-H3 -

31 March 2020

31 Decembér 2019

000’ EGP 000’ EGP -
522,556 597,928
4,718,746 3,456,967
- (4,531)
(5,075) 498
5,236,226 4,050,862
3,824,881 2,199,449
1,411,345 ' 1,851,413
5,236,226 4,050,862
31 March 2020 31 December 2019.
000’ EGP 000’ EGP
691,315 398,989
2,221,433 1,247,312
2,912,748 1,646,301
1,000,000 1,708,539
- (122)
- 47
3,912,748 " 3,354,765
121,222 362,142
3,791,526 2,992,623
3,912,748 3,354,765
3,912,748 3,146,226
- 208,539
3,912,748 3,354,765



Translation of financial staterents
: ) Originally issued: in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes to the financial statements - For the period ended 31 March 2020

15- Loans and facilities to customers

Provision for expected credit losses:

The Provision for impairment losses analysis

31 December 2019 , U

31 March 2020
000’ EGP 000’ EGP

Loans to Customers 31,212,682 30,871,790
Murabha 1,373,702 1,405,322
Total loans and facilities to customers 32,586,384 32,277,112
Less .
Provision for expected credit losses (629,571) {726,485)
Net 31,956,813 31,550,627

31 March 2020 31 December 2019

: 000’ EGP 000 EGP

Retail:
Overdrafts 537,842 651,817
Credit cards 162,299 150,179
Personal loans 5,161,226 4,637,048
Real estate loans 106,728 82,575
Total (1) 5,988,095 © 5,521,619
Corporate loans including small leaps to economic '
activifies: -
Overdrafts 3,460,013 2,541,307
Syndicated loans 23,138,276 24,214,186 -
Total (2} 26,598,289 126,755,493
Total loans and advances to customers (1+2) 32,586,384 32,277,1 12,
Less B L
Provision for expected credit losses (629,571) (726,485)
Net 31,956,813

31,550,627 "

for loans and facilities to customers' as follows:

Retail Corporate Total

31 March 2020 000’ EGP 000’ EGP 000’ EGP
Balance at the beginning of the period 53,754 672,731 726,485 -
Less: Provision for expected credit losses 7,389 (118,966) (111,577)
Charged during the period - 20,836 20,836
Proceeds from previously written off loans 598 2,845 3443
Foreign currency translation differences (144) (5,185) (5,329}
Provisions no longer required - 49 (49)
Written off loans during the period (2,332) (1,906} (4,238)
Ending balance ' ' 59,265 570,306 629,571
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Translation of financial statements
_ _ Originally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes fo the financial statements - For the period ended 31 March 2020

Retail Corporate Total

31 December 2019 : 000° EGP 000° EGP 000’ EGP
Balance at the beginning of the period 40,440 715,906 . 756,346
TImpact of applying IFRS 9 (21,309) (59,770) (81,079)-
Less: Provision for expected credit losses 40,987 67,503 108.490
Charged during the period 150 14,638 14,788
Proceeds from previously written off loans - 129,772 129,772
Foreign currency translation differences (304) (60,591) (61,395)
Provisions no longer required - (114,201) (114,201)
Written off loans during the period (5,710) (20,526) (26,236)
Ending balance 53,754 672,731 726,485

16- Financial derivatives
Derivatives
The Bank uses the following derivative instruments for hedging and non-hedging purposes:

- Currency forwards contract represent commitments to purchase foreign and domestic currency,
including undelivered spot transactions. Future foreign currency exchange contracts and/or interest
rates are contractual obligations to receive or pay a net amount based on changes in currency rates,
interest rates and/or to buy or sell foreign currency or a financial instrument on a future date.at a
specified price, established n an active financial market.

Credit risk at the Bank is considered low. Future interest rate agreements represent future exchange .-
rate contracts negotiated on a.case-by-case basis. These agreements require financial settlementson .
a future date for the difference between the contractual interest rate and the interest rate prevailing - -
in the market on the basis of an agreed contractual amount/ nominal value.

- Currency and/or interest rate swap contracts are commitments to-exchange one set of cash flows for
another. These contracts result in the exchange of currencies or interest rates (i.e. fixed rate for .
floating rate) or a combination of all these (i.c. Interest and currency swap contracts). Actual '
exchange of contractual amounts is not done unless in some currency swap contracts. :

The Bank’s credit risk is represented in the potential cost to replace the swap contracts if other
parties fail to fulfil their obligations. This risk is monitored on an ongoing basis by comparison with
the fair value a percentage of the contractual amount. For the purpose of monitoring the existing
credit risk The bank evaluates other parties by the same approached used in lending activities’

- Foreign currency/ interest rates option contracts represent contractual arrangements in which the
seller (issuer) grants the buyer (holder), the right not the obligation, either to buy (buy option) or to
sell (sell option) at a certain date or within a certain period by a certain amount of foreign currency
or 2 financial instrument at a predefined price. The vendor receives a commission from the buyer in
return for accepting the risk of the foreign currency or the interest rate. Option contracts are either
traded in the market or negotiable between the Bank and one of its customers (off the counter). The
Bank is exposed to credit risk for the purchased option contracts only within its book value which -
represents its fair value. '

- The contractual amounts of certain types of financial instruments are used as a basis for comparison
with financial instruments recognized in the balance sheet but do not necessarily indicate the

-65-



NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes to the financial statements - For the period ended 31 March 2020

Translation of financial statements’

Criginally issued in Arabic

amounts of future cash flows or the current fair value of the instruments and therefore, do not ~
indicate the Bank’s exposure to credit or price risks. :

Derivatives in favor of the Bank become (assets), otherwise they become (liabilities) as a result of

fluctuations- in foreign exch

ange rates or interest rates related fo them. The aggregate

contractual/notional amounts of the existing financial derivative instruments, the duration to which

the instruments are favorable or unfavorable to the Bank, an

d the aggregate fair value of financial

assets and liabilities from financial derivatives can fluctuate from time to time.

Derivatives are represented in liability shown in the table below:

Derivatives retained at fair value through profits and losses:

Interest rate swaps

Total derivatives

31 March 2020
Contractual

Liabilities

000’ EGP
31 December 2019
- Confractual
Default TR
amount Assets  Liabilities
160,415 - 38
160,415 - 38.
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NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Transiation of financial statements
Originally issued in Arabic'

Notes to the financial statements - For the period ended 31 March 2020

17- Financial investments

Financial investments at fair value through other
comprekensive income

‘Debt Instruments — unquoted— treasury bills

Debt instruments —Unquoted—Bonds

Debt instruments —quoted

Mutual Funds at Fair Value:

Mizan Fund

Ishraq Fund

Namaa Fund

Alhayah Fund

Equity Instruments — Fair value:

Unguoted

Impact of applying IFRS 9

Less: Provision for expected credit losses

Total Financial investments with fair vaiue through other
comprehensive income (1)

Financial investments with amertized cost

Debt instruments — Amortized Cost:

Debt instruments-quoted - Traded with fixed interest

Total Financial investments with amortized cost (2)

Financial investments with fair value through profits and
losses

Mutual Fands with Fair Value:

Mizan Fund

[shraq Fund

Alhayzh Fund

Namaz Fund

Total of financial investments at fair value through
profits and losses (3)

Total financial investments (14+2+3)

Current Balances '

Non-Current Balances

Fixed interest debt instruments

-67-

31 March 2020 31 December 2019 © -

000’ EGP 000’ EGP
18,685,984 20,633,923
555,274 559,451
805,580 802,885 . -
4,760 5,624
6,151 5,978
3,523 4,938
3,401 4608 .
6,840 6,945
- - (138,739) .
(136,066) 59,680
19,935,447 21,945,293
1,428,573 1,727,517
1,428,573 1,727,517 .-
13,599 16,068 .
15,170 14,749 -
3,401 4,608
4,525 6,343
36,695 41,768
21,400,715 23,714,578
19,965,302 21,980,116 - ©
1,435,413 1,734,462
21,400,715 23,714,578
21,339,345 23,644,717
21,339,345 23,644,717




Translatien of financial statements

Originally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E) ‘ o
Notes to the financial statements - For the period ended 31 March 2020
. : . Financial
Financial Financial Investment
investments investment with fair
with fair with value
value amortized through
through OCI cost profits and I
losses Total
000° EGP 000’ EGP 000’ EGP 000’ EGP- .-
Balance at Januwary 1, 2020 21,945,293 1,727,517 41,768 23,714,578
Additions 17,400,415 - 2,050 17,402,465
Transferred from investments at fair value  (19,905,276) (300,000) (2,048) (20,207,324)
fhrough other comprehensive income. :
Disposals (sales/ redemption) (104,136) - -
Differences from valuation of monetary 12,429 - (5,074) 7,355
assets in foreign currencies
Profits from change in fair value 643,727 1,056 - 644,783
Amortized cost during the period {57,006) - - (57,006)
Less: Provision for expected credit losses 19,935,446 1,428,573 36,696 21,400,715
Balance as of 31 March 2020 24,068,052 2,264,972 - 26,333,024
Balance at 1 January 2019 . 34,121,613 - 4,269 34,125,882
Additions ' - - 15,153 15,153
Disposals (sale/ redemption) (38,207,334) (560,000) - {38,767334)
Transferred from investments at (545,800) - - (545,800)
amortized cost into Investments in the }
fair value through profits and losses
Differences from revaluation of monetary 37,327 - 22346 59,673
assets in foreign currencies L I
Profits from change in fair value 2,550,495 22,545 - 2,573,040
Amortized cost during the year {79,060) - - (79,060)
Balance at 31 December 2019 21,945,293 1,727,517 41,768 23,714,578

T (104136)°
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Translation of financial statements

_ Qriginally issued in Arabic
NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes to the financial statements - For the period ended 31 March 2020
18- Investments in Associates
The Bank's sharcholding in associates is as follows:
31 March 2020 31 December 2019
000> EGP Share % 000 EGP  Share % .
Al-Watany Capital Assets Management - 22,268 49.99 21,791 49.99
22,268 21,791 ‘

Most important financial information and bank’s shareholding to affiliates in accordance with financial

statements as at Dec. 31, 2019

Total Net
liabilities Revenues Income of Share
Nature of ‘ Assets of without of the ofthe . - | .
Relation Region company Equity company company Bank Share %o
Description ' '
Al Watany Capital assets 5 ccooine Egypt 46,573 2,038 9,588 3,018 22,268  49.99
management _
- All investments in associates are unquoted.
19- Other assets
31 March 2020 31 December 2019 -~
000’ EGP 000 EGP
Accrued revenues 434,251 400,799
Advances to purchase fixed assets * ’ * 365,292 o 291,241~
Assets reverted to the bank (after deducting the 43,254 43,920
impairment) ‘
Collective insurance policy : 37,228 44,633
Prepaid expenses . 155,903 177,929 -
Insurance & petty cash ' ' ‘ : 47,154 38,883 .+
Prepaid interest expense _ ‘ 555 1,063
Other - 139,618 161,629
1,223,255 . 1,160,097
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Translation of financial statements

NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)
Notes o the financial statements - For the period ended 31 March 2020

Originally issued in Amgbic™ ~"7 7

30. Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents include the following balances with

original maturities not exceeding three months from the date of acquisition:

31 December

31 March
2020 2019

000’ EGP 0o’ BGP . - -
Cash and due from Central Bank of Egypt 5,236,226 4,050,862 -
Due from banks 3,912,747 3,354,765 -~
Due from central bank (within the mandatory reserve (4,713,670) | (3,452,934)
percentage)
Due from Central bank over 3 months maturity {1,000,000) (1,708,465)
Cash and cash equivalents 3,435,303 ' %

2244228
31. Related party transactions

The Bank is a subsidiary of National bank of Kuwait, which owns 94.93% of ordinary shares, The remaining
percentage (5.07%) is owned by other shareholders within 2000 shareholders and no one of them acquire 5%
or more. :

A number of fransactions with related parties has been entered into in the normal course of the Bank’s business,
including loans, deposits, and foreign currency swaps. There are no transactions with the Parent Company |
except for the payment of the ordinary shares dividends. All transactions with related parties are made under- - -
conditions similar to those prevailing in the free transactions. o o

Related parties transactions and balances at the end of the financial period / year are as follows:

A- Balances of related parties

Related parties
31 March 31 December
2020 2019
000’ EGP 000" EGP
Due to customers
Current accounts 536 384
Deposits - 1,050
536 1,434
Due from customers .
Other debit balances 45 70
Balance at the end of the Period / Year 45 70
National Bank of Kuwait
31 March 31 December .
2020 2019
000’ EGP 000’ EGP
Due from banks 136,572 50,937
Due to banks 1,219,122 904,256
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Transtation of financial statements

NATIONAL BANK OF KUWAIT - EGYPT (8.A.E)
Notes to the financial statements - For the period ended 31 March 2026

B- Subordinated loan from National Bank of Kuwait

31 March 31 December
2020 2019
000’ EGP 000 EGP
Nominal amount at the end of the Period / Year 866426 882,282
866,426 882,282

—  National Bank Of Kuwait obtain, the loan paid in the amount of 55 million US dollars equivalent to -
866,426 thousand Egyptian pounds denominated in the dollar when preparing the Financial Statement

Originaily issued in Arabic =" "

15.753 Egyptian pounds For a period of 10 years from March 29,2017 to March 29, 2027 to be re-priced - o

annually. ‘

The loan contract included the acceptance and undertaking of NBK that the arrangement of repayment of
the loan to the bank in the event of liquidation is after the rights of depositors and creditors, and the Bank
undertakes to pay the full amount of the loan on the maturity date at a rate of % 3.97275 annually.

C- Transactions with Al Watany Capital Assets Managements Company {S,A,E) :

31 March 31 December
2020 2019
000’ EGP 000’ EGP
Mutual funds managements fees 604 332
Interest expenses : 14 4

D- The total amount of salaries and wages paid for the top 20 employees in the bank is L.E 8,437 in 31 March
2020 against LE 29,259 K with a monthly average salary L.E 7,031 against LE 2,438 K for the year ended
31 December 2019,

32. Commitment and contingent liabilities

A- Legal claims } . .
There are lawsuits filed against the Bank at the preparation of the financial statements amounted
11,387 K Egyptian pound, provisions were charged for some of these lawsuits, while no provisions
were charged for the others since it is not expected that these lawsuits will result in loss.

B- Capital Commitment
The Bank’s total capital commitments related to purchasing of buildings and computer systems .
amounted to LE 2,085,820 XK as at 31 March 2020, compared to LE 1,919,775 K ag at 31 December
2019 related to building and core systeth purchase, the management is confident that net revenues will
be generated and provides the sufficient finance to pay these commitments.
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NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Notes to the financial statements ~ For the period ended 31 March 2020

Translation of financial statements

Originally issued in Atabic

C- Commitments for loans, guarantees and facilities

The Bank Commitments for loans guarantees and facilities are represented as follows:

Acceptances securities

Letters of guarantee

Letters of credit (import and export)

Collaterals upon other banks’ request or by their
warranties

Total

D- Commitments for operating lease contracts

31 March 31 December
2020 2019
000’ EGP 000’ EGP
760,148 665,742
4,563,281 4,312,724
4,846,426 3,094,696
5,898,938 5,739,598
16,068,793 13,812,760

The total minimum lease payments for irrevocable operating leases are as follows:

Less than one year
More than one year and less than five years
Over 5 years

33. Finance Lease Liabilities

31 March 31 December
2020 2019
000’ EGP 000’ EGP
30,644 30212,
149,349 150,492
37,975 44,887
217,968 225,591 .

The bank entered into sale agi‘eement with International Company for Leasing (INCOLEASE), accordjngs to
the agreements the bank sold real estate (lands) which had been transferred to the bank, in addition to some
branches and the intangible assets and leased it back, The bank granted loans to the leasing company with the

same sale amounts as follows:

Description Selling Amount
Amount
EGP (000) Currency
Nozha Branch 4,208 Egyptian Pounds
El Hegaz Branch 5,076 Egyptian Pounds
El Nasr Branch 8,262 Egyptian Pounds
Mesadak Branch 11,573 Egyptian Pounds

-82-

Finance Lease installment

Amount
EGP (000)
51
61
81

114

Currency Period
Egyptian Monthly
Pounds
Egyptian Monthly
Pounds
Egyptian Monthly . .
Pounds
Egyptian Monthly
Pounds



NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Translation of financial statements -

Notes to the financial statements - For the period ended 31 March 2020

Originally issued in Arabic

34. Distribution of Assets, Liabilities, Contingent Liabilities and Commitments:

First: Assets:
A- Balances with banks

B- Loans for customers and banks
Agriculture Sector
Industrial Sector
Commercial Sector
Services Sector
Family Sector
Other sectors

Loans Provision
Net Loans

Second: Liabilities:
A- Due to banks

B- Customer Depasits
Agriculture Sector
Industrial Sector
Comnercial Sector
Services Sector
Family Sector
Other Sectors

C- Contingent Liabilities
Letter of guarantees
Collaterals upon other banks’ request or by their warranties
Letter of credit (Import & Export)
Accepted bills for suppliers facilities

-83-

31 March 2020
Local Foreign

Currency Currency -

000’ EGP 000° EGP
1,004,392 2,908,356
1,004,392 2,908,356

444,819 1
13,416,000 4,080,848
1,713,164 196,648
2,393,709 - 4,308,763
5,837,457 194,026
948 _ -
23,506,098 8,780,286
(333,022) (296,549)
23,473,076 8,483,737
31 March 2020
Local Foreign
Currency Currency
000’ EGP 000” EGP
157,938 2,821,086
157,938 2,821,086
116,980 19,265
3,077,261 2,502,951
1,209,846 469,834 -
2,478,321 2,373,924 .
27,042,871 6,964,981
2,807,109 1,128,089
36,732,418 13,459,044
3,686,766 876,515
254,731 5,644,207
13,478 4,832,948
7,006 753,143
3,961,981 12,106,313




NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Transtation of financial statements - - =

Notes to the financiai statements - For the period ended 31 March 2020

Originally issiiéd in Arabic

35. Geographical distribution of loans balances

Cairo

6th of October
Alexandria
Gharbya
Damitta
Sharquia
Dakahlia
Kalubaia
Giza

Asuit

Sohaj

Red sea
South Sinai

Less
Loans Provision of impairment losses
Net Loans

36. Geographical distribution of Customers’ Deposits

Cairo

6th of October
Alexandria
Gharbya
Damitta
Sharquia
Dakahlia
Kalubaia
Giza

Asuit
Sohaj

Red sea
South Sinai
Total

-84-

31 March 2020
Loecal Currency  Foreign Currency
000’ EGP 00 EGP.
15,615,054 6,059,522
1,068,971 469,657
1,565,023 1,523,352
109,152 481
58,539 1
641,959 112,249 -
287,554 234,384
409,245 98,731
3,692,862 278,176
136,334 718
136,724 2,227
76,824 750
7,857 38
23,806,098 8,780,286
(333,022) (296,549)
23,473,076 8,483,737
.31 March 2020
Local Currency Foreign Currency . -
000’ EGP 000’ EGP  : i
20,202,152 . 6,735,836
1,720,943 754,582
3,973,197 3,171,978
456,873 130,325
238,601 24,079
319,361 248,815
915,693 341,891
534,161 124,246
6,988,582 1,798,418
526,818 34,443
601,102 39,041
202,624 43,149
_ 52,311 12,241
36,732,418 13,459,044




Translation of financial statements

Originally issued in Arabic =

NATIONAL BANK OF KUWAIT - EGYPT (S.A.E)

Notes to the financial statements - For the period ended 31 March 2020

37. Mutual Fonds

(A)

®

National Bank of Kuwait - Egypt Mutual Fund (with periodic return and capital growth):
The fund is one of the banking activity authorized for the bank by virtue of Capital Market Law No,

95/ 1992 and its Executive Regulation, The fund is managed by El Watany capital for Asset . g

Management.

The certificates of the fund has reached 1,350,000 certificates amounted to LE 135,00(}K of which
67,500 certificates (Fleld) were allocated to the bank to undertake the fund’s activity with a nominal
value of LE 6,750K. :

The redeemable value of the certificate as of 31 March 2020 amounted to LE 271.97865 and the _
outstanding of the fund certificates at that date reached 69,954 certificates while the net assets value
of the mutual fund was LE 19,026 K.

The bank has a number of 17,500 certificates with the fair value of LE 4,760 K through OCL

The bank has a number of 50,000 certificates with the fair value of LE 13,599 K through income
statement.

In accordance with the Fund’s management contract and Fund’s prospectus, National Bank of
Kuwait - Egypt obtains 00035 as fee and commission for supervision on the fund and other
managerial services rendered by the bank. : ' -
Total commissions amounted to LE 20 K for the year ended 31 March 2020 included in fees and

commissicns’ income caption in the Income Statement.

National Bank of Kuwait - Egypt Mutual Fund (with the cumulative daily return “Ishraq”):
The fund is one of the banking activity authorized for the bank by virtue of Capital Market Law No,
95/ 1992 and its Exccutive Regulation, The fund is managed by Al Watany Capital for Asset
Management, The certificates of the fund has reached 14,898,379 certificates amounted to LE
148,983K of which 763K certificates (Held) were allocated to the bank to undertake the fund’s
activity with a nominal value of LE 11,349 K . ' o

The bank has a number of 220,000 certificates with the fair value of LE 6,151 K through OCL

The bank has a number of 542,768 certificates with the fair value of LE 15,160 K through income
statement. '

The redecmable value of the certificate as of 31 December 2019 amounted to LE 27.95959 and the
outstanding of the fund certificates at that date reached 30,429,097 certificates while the net assets
value of the mutual fund was LE 850,785 K. '

In accordance with the Fund’s management contract and Fund’s prospectus, National Bank of
Kuwait - Egypt obtains 0.0045 as fees and commissions for supervising the fund and other
managerial services rendered by the Bank, Total commissions amounted to LE 999 K the year ended

31 March 2020 included in fees and commissions’ income caption in the Income Statement. '
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(C) Al Hayat Mutual Fund (with the cumulative daily return and the yearly distribution — works
according to Islamic Shariah): '

The fund is one of the banking activity authorized for the bank by virtue of Capital Market L.aw No, ‘ ‘

95/ 1992 and its Executive Regulation, The fund is managed by Al Watany Capital for Asset
Management, The certificates of the fund has reached 5,000,000 certificates amounted to LE
50,000K of which 500,000 certificates (Held) were allocated to the Bank to undertake the fund’s
activity with a nominal value of LE 5,000K.

The bank has a number of 250,000 certificates with the fair value of LE 3,401 K through OCL :

The bank has a number of 258,000 certificates with the fair value of LE 3,401 through income - -

statement.

The redeemable value of the certificate as of 31 March 2020 amounted to LE 13.60520 and the
outstanding of the fund certificates at that date reached 578,376 certificates while the net assets value
of the mutual fund was LE 7,869 K. o

In accordance with the Fund’s management contract and Fund’s prospectus, National Bank of
Kuwait - Egypt obtains 0.006 as fees and commissions for supervising the fund and other managerial
services rendered by the Bank, Total commissions amounted to LE 13 K for the year ended 31
March 2020 included in fees and commissions’ income caption in the Income Statement.

(D) Namaa Mutual Fund (with the cumulative daily return and the yearly distribution): ,
The fund is one of the banking activity authorized for the bank by virtue of Capital Market Law No,
95/ 1992 and its Executive Regulation, The fund is managed by Al Watany Capital for Asset
Management, The certificates of the fund has reached 6,081,969 certificates amounted to LE
60,820K of which 685,334 certificates (Held) were allocated to the Bank to undertake the fund’s .
activity with a nominal value of LE 7,050 K.

The bank has a number of 300,000 certificates with the fair valué of LE 3,523 K through OCL

The bank has a mumber of 385,334 certificates with the fair value of LE 4,525 K through income
statement. -

The redeemable value of the certificate as of 31 March 2020 amounted to LE 11.74429 and the
outstanding of the fund certificates at that date reached 712,111 certificates while the net assets value - -
of the mutial fund was LE 8,363. .

In accordance with the Fund’s management contract and Fund’s prospectus, National Bank of
Kuwait - Egypt obtains 0,006 as fees and commissions for supervising the fund and other managerial

services rendered by the Bank, Total commissions amounted to LE 16 K for the year ended 31 .
March 2020 included in fees and commissions’ income caption in the Income Statement.
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38. Earnings per share
31 March 2020 31 March 2019
000’ EGYP 000" EGP
Net profit for the period 402,764 509,991
402,764 509,991 -
Employees' share (40,276) {50,999)
362,488 458,992
Average number of shares 150,000 150,000
Earnings per Share (EGP/share) 2.42 3.06
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