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Kuwait Finance House K.S.C.P.
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P. O. Box 24989 Safat 13110, Kuwait

SAN: 1576123818
06 July 2022

Valuation Report

Dear Mr. Shadi,

Please find enclosed our valuation report (the “Report”) for assisting Kuwait Finance House
K.S.C.P. (the “Client”, “KFH” or “You”) in relation to carrying out a valuation analysis of Ahli United
Bank B.S.C. (“AUB”) and KFH (together referred herein as the “Companies”), as at 31 December
2021 (the “Valuation Date”). The Report is prepared pursuant to Ministry of Commerce and
Industry (“MOCI”) regulatory requirements for the Client’s proposed in-kind share capital increase
(non-cash) for the share swap transaction between KFH and AUB (herein referred to as the
“Transaction”).

This Report has been prepared in accordance with our engagement letter with You and its
attachments (our “Engagement Letter”). You have agreed that this final written report shall take
precedence over any draft Report, and that no reliance will be placed by you on any draft other
than at your own risk.

We draw your attention to the Important Notice included in this Report, which should be read in
conjunction with our Engagement Letter. You should note that this Report does not constitute
recommendations to you as to whether or not you should proceed with your intended decision.

The important notice on the following pages should be read in conjunction with this letter. The
Report has been prepared solely for the purpose stated herein and should not be relied upon for
any other purpose. Our Report is confidential and is released to you on the basis that it is not to be
copied, referred to or disclosed, in whole or in part, without our prior written consent, except as
specifically provided in our Engagement Letter.

kPG

KPMG Advisory W.L.L
Street

Tel: +965 2228 7000

To the fullest extent permitted by law, we accept no duty of care to any third party in connection
with the provisions of this Report and/or any related information or explanation (together, the
“Information”). Accordingly, regardless of the form of action, whether in contract, tort (including,
without limitation, negligence) or otherwise, and to the extent permitted by applicable law, we
accept no liability of any kind to any third party and disclaims all responsibility for the
consequences of any third party acting or refraining to act in reliance on the Information.

Accordingly, we assume no responsibility and make no representations with respect to the
accuracy or completeness of any information provided to us, except where otherwise stated
herein, and no assurance is given.

By its very nature, financial forecasts and valuation work cannot be regarded as an exact science
and the conclusions arrived at in many cases will of necessity be subjective and dependent on the
exercise of individual judgement. The information used by us in preparing this Report has been
obtained from a variety of sources as indicated within the Report.

Yours sincerely,

Ankul Aggarwal
Partner and Head - Deal Advisory

Al Hamra Tower, 25th Floor Abdulaziz Al Sagr

P.O. Box 24, Safat 13001, State of Kuwait
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Important notice

KPMG Advisory W.L.L., Kuwait (KPMG’), has been appointed by the Client in relation to carrying out a valuation analysis of AUB and KFH. This Valuation Report (the “Report”) presents the indicative value of
the Companies as at 31 December 2021 (the “Valuation Date”).

This Report has been prepared in accordance with KPMG's terms of reference as set out in our Engagement Letter (the “Engagement Letter”) with You, on the basis that it is for the Client’s internal use only and
that this Report will not otherwise be quoted or referred to, in whole or in part, without KPMG’s prior written consent. The contents of this Report should be read in conjunction with our Engagement Letter.

In preparing the Report, our primary source has been the information provided and representations made to us by the Client. We have not carried out any independent validation or due diligence with respect to
the information made available to/obtained by us. We have only reviewed the same from a commercial perspective and do not accept responsibility for such information which remains the responsibility of
management.

We have not verified the reliability or accuracy of any information obtained in the course of our work, other than in the limited circumstances set out in the Engagement Letter. We have satisfied ourselves, so far
as possible, that the information presented in our Report is consistent with other information which was made available to us in the course of our work in accordance with the terms of our Engagement Letter. We
have not, however, sought to establish the reliability of the sources by reference to other evidence.

This Report is not suitable to be relied on by any party wishing to acquire rights against KPMG (other than the Client) for any purpose or in any context. Any party other than the Client that obtains access to this
Report or a copy and chooses to rely on this Report (or any part of it) does so at its own risk. To the fullest extent permitted by law, KPMG does not assume any responsibility and will not accept any liability,
including any liability arising from fault or negligence, for any loss arising from the use of this Report or its contents or otherwise in connection with it to any recipient other than the Client.

If this Report is received by anyone other than our Client, in jurisdictions outside Kuwait they should inform themselves about and observe any applicable legal or regulatory requirements in relation to the
distribution or possession of this Report to or in that jurisdiction. In this respect, neither KPMG International, KPMG Kuwait nor any of their affiliates nor their respective directors, officers, employees and agents
nor any of the Parties accept any liability to any person in relation to the distribution or possession of this Report to or in any such jurisdiction.

KPMG, nor affiliated partnerships or bodies corporate, nor the directors, shareholders, managers, partners, employees or agents of any of them, make any representation or warranty, express or implied, as to the
accuracy, reasonableness or completeness of the information contained in the Report. All such parties and entities expressly disclaim any and all liability for or based on or relating to any such information
contained herein, or errors or omissions from this Report or based on or relating to the use of this Report.

Neither KPMG nor any of its affiliates worldwide are responsible for updating this Report because of events, circumstances or transactions occurring or information received subsequent to the date of this Report.
Any updates or second opinions on this document cannot be sought by the Client from external agencies including global offices of KPMG without the prior written permission of KPMG Advisory W.L.L.

Further, the Client agrees to indemnify and hold harmless KPMG, its directors, employees and agents from and against any and all costs, expenses, losses, claims, demands, actions, suits or proceedings paid,
incurred or suffered by or made or initiated against them or any of them by any third party arising out of or in connection with this engagement, except to the extent that any such costs, expenses, claims,
demands, actions, suits or proceedings arise from our willful default.

Incase you disclose our Report to third parties in relation to the potential transaction, provided that when doing so you inform them that, to the fullest extent permitted by law, we accept no responsibility or liability

to them in connection with our Report and our work. If a copy of the Report should need to be released to another party for information purposes, we will request the Client and the requesting party to indemnify
KPMG from any liability related to the distribution of this Report. Such readers, however, will not be considered to be “users” of our Report.
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Important notice

Scope And Limitations

— KPMG’s review and analysis is based on information provided by the Client. We have not verified any of the information presented in this Report, including the information provided by the Client or
obtained by us from secondary/published sources. In addition, the Report has been corroborated by industry and market data based on readily available secondary research sources that we
believe to be reliable. We have relied upon the Client to provide us with written representation that the information contained in this Report is materially accurate and complete, fair in the manner of
its portrayal and therefore forms a reliable basis for this Report. If there were any omissions, inaccuracies or misrepresentations of the information provided by them, this may have a material effect
on our findings and assessment. This Report sets forth KPMG’s analysis based on the facts and assumptions made available to us by the Client.

— We have not been engaged to express our opinion of the market value of the Client. Accordingly, the estimates of value contained in this Report do not constitute opinion of the market value of the
businesses. Rather, they are merely intended to provide the Client with an indication of value for the purpose outlined. The valuation arrived at by us is not necessarily the price at which a seller will
eventually conclude a transaction with a buyer.

— In undertaking our Valuation, we have relied on the information furnished to us by the Client and seek a written confirmation from you as to its accuracy and completeness; we will not seek to
undertake any due diligence on such information.

— Based on the inputs provided on contingent liabilities, we considered the impact of such liabilities on the valuation. However, it must be noted that we did not investigate the potential of contingent
liabilities materializing in the future.

— Our Valuation approach does not specifically take into account the IFRS and other similar accounting requirements and its impact on the Client’s books, if any.

— Our Valuation is not intended to represent that the fair values set out therein are in fact realizable at the amounts estimated and/or within the timelines envisaged.
— Our scope of work does not include the identification of specific transactions or deal structures for the underlying assets and implementation assistance.

— Any decision made by the Client based on this Report, shall rest with the Client and the Client is solely responsible for the results as well.

— We would like to highlight that the analysis is based on the information provided by the Client. If any of the above foregoing is not entirely complete or accurate, it is imperative that we are informed
immediately, as the inaccuracy or incompleteness could have a material effect on our conclusions.

— On corporate tax and value added tax, our work does not take into consideration the impact of a potential future change to tax legislation in Kuwait or elsewhere. We would be happy to review the
tax implications and impact on our work under a separate engagement based on your formal instructions.

Basis of information
In preparation of this Report, we have relied on the following information:

— Audited financial statements of the Companies as at 31 December 2020 and 2021; — Dividend payout ratio of the Companies for the projected period
— Number of shares outstanding as at the Valuation Date for the Companies; — Meetings and discussions with Client; and
— High level Management business plan of the Companies (from FY20 till FY24); — Other publicly available information.

@@% | 4
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Overview of the Companies

KFH - Key financial highlights (KD Million) Overview of KFH
Item 2019 2020 2021 » Kuwait Finance House K.S.C.P., is a Kuwaiti shareholding company listed on Boursa
) L Kuwait. It provides Islamic banking services in the Middle East, Europe and internationally

Financing income 931.6 892.9 8715 with ~500 operational branches and ~1,200 ATM’s. The company operates through four

Net Profit 261.8 184.2 310.1 segments:

Debt 27471 3.269.2 28115 i. Treasury: This segment offers liquidity management, Murabaha investments, Sukuk
investments, exchanges, deposits with banks, financial institutions, and international

Total assets 19,390.9 21,502.3 21,788.2 banking relationships.

Total liabilities 17,147.5 19,400.9 19,481.0 ii. Retail and Private Banking: It provides various products and services to individuals
and customized products for high net worth individuals.

Total equity attributable to 2 060.4 1936.0 19316

shareholders b 1250 s L iii. Corporate Banking: It provides banking services and investment products to
corporates, such as commodity and real estate Murabaha finance, local leasing,

Source(s): Audited financial statements as at 31 December 2020 and 2021 Wakala, and Intisna’s leasing.

iv. Investment: This segment involves managing of equity and real estate investments.

Overview of AUB

AUB - Key financial highlights (KD Million)

» Ahli United Bank B.S.C. was incorporated in the year 2000 and is headquartered
Item 2019 2020 2021 in Manama, Bahrain. AUB operates through 145 branches spread across Middle
East and Europe. It operates through four segments:

Net interest income 2879 241.8 263.3 i. Retail Banking: This segment handles deposits and current accounts of individual
) customers; offers consumer loans, residential mortgages, overdrafts, credit cards,
Net Profit 238.7 146.6 193.0 and fund transfer services.
Total assets 12,186.5 12,123.3 12,680.6 ii. Corporate Banking: It handles loans, credit facilities, deposits, current accounts for
corporate and institutional customers.
Total liabilities 10,564.4 10,599.6 10,890.2

Treasury & Investments: This segment provides money market, trading, and
treasury services.

Total equity attributable to 1,2905 1,210.7 1,352.3
shareholders iv. Private Banking: It offers a range of investment products, funds, credit fa
Source(s): Audited financial statements as at 31 December 2020 and 2021 trusts, and alternative investment for high net worth clients.
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Basis of preparation

Following are the key assumptions/inputs that have been used to determine the valuation range (where applicable) of the assets and liabilities set out in this Report. If one or more of these
assumptions/inputs prove to be materially different from what have been assumed/provided, the conclusions set out in this Report could be materially different and could potentially make those
conclusions inappropriate.

Basis of preparation

— Valuation has been undertaken based on the approaches set out later in this report and in accordance with our agreed scope as detailed in our Letter of Engagement with You;

— Valuation of KFH and AUB set out in this Report has been prepared based on desktop research of the Companies and on the basis of available secondary market information and specific, but
limited information provided to us by the Client including audited financial statements, business plan for the revenues lines, etc.;

— The nature and extent of information made available to us may not have been uniform, consistent and extensive by the Client;

— The valuation methodologies adopted in conducting the Valuation have been largely driven by the nature and extent of information made available to us and the time available to conduct such
analysis; and

— Information specific to the Companies has largely been sourced from the Client itself. The Management accepts the responsibility for the factual accuracy of all investment related information
contained in this report; and.

Source of information

—  We have relied upon information provided by the Client to conduct our Valuation. We have not verified the accuracy of such information, including but not limited to, cash and balances with central
banks, treasury bills and deposits with central banks, deposits with banks, loans and advances, short term Murabaha, Investment in Sukuk, non-trading investments, investment in associates,
investment properties, other assets, premises and equipment's, goodwill and intangible assets, deposits from banks, Sukuk payables, borrowings, customer deposits, interest payable, other
liabilities, net interest income, fees and commission, trading income, investment income, staff cost, depreciation and other operating expenses.

— Based on enquiries, we understand that all material information with respect to Companies’ assets and liabilities as at the Valuation Date have been made available to us and this has been one of
the key basis for our conclusions in this Report.

Basis of our conclusion

— In carrying out our Valuation, we have assumed that Companies assets will continue to be in suitable operating condition. We have not carried out a verification in relation to any of the assets and
liabilities of the Companies as at the Valuation Date.

— We have used audited financial information, which may or may not coincide with the Valuation Date of 31 December 2021.

@E&E | 11
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Valuation approaches and selectionrationale

The following methodologies have been considered (where applicable) to value the Companies:

Valuation Approaches

Valuation Methodology

KPMG Comments

Dividend Discount Method
A:UUg:V

This model discounts forecasted dividends by a dividend yield and the DDM
assumed that the only funds which will be available to the shareholders are
the dividends which will be distributed, and the dividend yield is invariably
lower than the cost of equity. This model is useful to value mature companies
which attract shareholders by paying regular dividends (quarterly), and for
which the dividend yield can be benchmarked.

A basic condition to satisfy for using a DDM method is the regularity in
payment of dividends by the company. In the given case, both KFH and AUB
have steadily growing profits with the dividend payout ratio ranging between
55% to 60%. Accordingly, DDM approach seems appropriate for valuation
purposes.

Volume Weighted Average
Price (“VWAP”)

A VWAP approach is used with a view to minimize the effect of volatility. The
VWAP measure is based on the total volume traded within a given time frame.

Reliance on VWAP approach may be placed when the shares are adequately
traded. The trading volumes for KFH and AUB are adequate and therefore the
market price of the security has been considered for valuation purposes.

Comparable Companies
approach (“CoCo’s)

Several listed companies in Kuwait and the region are screened that are
engaged in the banking business. As a result, relative valuation based on
Price to Earnings (“P/EPS”), Enterprise value to EBITDA (“EV/EBITDA”) and
Price to Book Value (“P/BV”), multiples have been considered for this current
exercise.

Reliance on the CoCo’s approach may be placed when the shares of
comparable companies are adequately traded. The comparable companies
included as part of our analysis fulfils this basic requirement. Therefore, using
a Market Multiples approach is deemed as appropriate.

Comparable Transactions
approach (“CoTrans”)

A comparable transaction is a popular method of valuing a company that is
being targeted in an M&A deal. The various transaction multiples being used
are P/EPS, EV/EBITDA and P/BV. This method of valuation can help
approximate the market-clearing price of the target that shareholders would be
willing to accept.

CoTrans approach usually is biased with several factors such as number of
transactions, percentage stake sought, total deal value, transaction period,
expected synergies, etc. Considering this, the estimated multiples may not be
comparable to the Companies.

kPG
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Valuation analysis

Valuation approach

— For the purpose of this exercise, we have used the Discounted Dividend Model (‘DDM”), Volume Weighted Average Price (“VWAP”) Comparable Companies

L B (“CoCo’s”) approach and Comparable Transactions (“CoTrans”) approach to arrive at the value of KFH and AUB.

Valuation Date — We have used 31 December 2021 as the Valuation Date for this Report.

— DDM: The valuation analysis has been presented as an indicative range of values based on the average expected dividend payout over the next 5 years.

— VWAP: The valuation analysis has been presented as an indicative range of values drawn from the weighted average across different time periods (eg. 24 months,
12 months, 6 months, 3 months etc.).

Range of values — CoCao’s: Our valuation analysis has been presented as an indicative range of values based on select multipliers for Comparable Companies i.e. P/BV and P/E
multiples (trailing and forward).

— CoTrans: Multiples of recent similar transactions in the banking industry have been considered as another valuation methodology to arrive at the indicative
reference value of the Companies in question.

— AUB: Cost of Equity (“‘COE”) has been estimated at 10.09% based on the Capital Asset Pricing Model (‘CAPM”)
— KFH: The COE has been estimated at 9.30% based on the CAPM

Cost of capital

T ol o — A sustainable growth rate of 3.0% has been considered in calculating the value of AUB using the DDM approach
erminal grow
— A sustainable growth rate of 4.0% has been considered in calculating the value of KFH using the DDM approach

— For the purpose of this exercise, we have used the Discounted Dividend Model (‘DDM”), Volume Weighted Average Price (“VWAP”) Comparable Companies
(“CoCo’s”) approach and Comparable Transactions (“CoTrans”) approach to arrive at the value of KFH and AUB.

Methodology adopted
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Dividend Discount Model

Calculation of forecast dividends (Scenario - 1) Summary

KD million 2022 2023 2024 2025 2026

Net profit after taxes 190 214 236 260 286 + Applying a cost of equity rate of 10.09% and post adjustment for release of
Payout ratio 57.0% 56.8% 57.9% 57.9% 57.9% excess Tier 1 capital, based on DDM approach, the value of AUB is estimated
Dividend payout 108 121 137 150 165 between KD 2.49 billion to KD 2.68 billion as at 31 December 2021.

Average dividend (5 years) 136 |

» Accordingly, the per share value is estimated between KD 0.246 to KD 0.265 as at
31 December 2021.

Calculation of forecast dividends (Scenario - 2) 1. Note: Excess capital over the regulatory required capital has been assumed for one time
KD million 2022 2023 2024 2025 2026 disbursement.

Net profit after taxes 190 214 236 260 286

Payout ratio 63.0% 63.0% 63.0% 63.0% 63.0%

Dividend payout 120 135 149 164 180

Average dividend (5 years) 149 |

Valuation analysis - DDM

KD million Min Max Please refer to Appendix 1 for Cost of Equity calculations
Average dividend 136 149

Growth rate 3.0% 3.0% ) :

COE 1009%  10.09% Please refer to Appendix 2 for Management Business Plan
Equity value 1,982 2,169

DDM - Conclusion

KD million Min Max
DDM Equity Value 1,982 2,169
Add: Excess Capital release 512 . 512
Equity value C 2,494 2,681 |»

Source: Client information and KPMG Analysis
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aluation analysis- Volume Weighted Average Price

24 months 12 months 6 months 3 months As at 31 Average
period period period period  Dec 2021
Number of shares outstanding in AUB (in Million) 10,134
Anli United Bank B.S.C. VWAP price (KD) 0.213 0.234 0.251 0.259 0.255 0.242
Average daily volume traded (in Mn) 0.670 0.477 0.492 0.142 0.067 0.369
Anhli United Bank B.S.C. (KD million) 2,154 7 ) 2,371 / 2,547 / 72,623 N 2,584 2,456
-~ - ~ s = s =

Source: S&P Capital I1Q

Summary

+ Based on VWAP approach, the value of AUB is estimated between KD 2.37 billion to KD 2.62 billion as at 31 December 2021.
» Accordingly, the per share value is estimated between KD 0.234 to KD 0.259 as at 31 December 2021.
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uation analysis - Market Multiples Approach

Comparable Company Country EM_M_Wo”:mwu Price to Book (P/BV) Price to Earnings (P/E)
KD Million TTM NTM TTM NTM
Arab National Bank Saudi Arabia 2,769 15.8x 13.6x
Commercial Bank of Kuwait K.P.S.C. Kuwait 992 1.2x 1.3x

The Commercial Bank (P.S.Q.C.) Qatar 2,275 1.1x 1.3x 13.4x 10.2x
Abu Dhabi Commercial Bank PJSC United Arab Emirates 4,895 11.7x 11.0x
Alinma Bank Saudi Arabia 3,869 1.6x 1.8x

Banque Saudi Fransi Saudi Arabia 4,577 1.4x 1.5x

Weighted average 1.4x 1.6xi 14.8x 11.9x
Financial metric 5,470 5,739 172 190
Indicative value (KD million) - " 2,329 2,704i: - 2,552 2,260 -

Source: S&P Capital IQ

Summary

Considering AUB’s history of growing operations and earnings, using earning multiples of comparable companies to derive the fair
value of AUB’s equity value seems appropriate. Also, given that most of AUB’s assets are marked to market, using book value
multiples is considered. Accordingly, P/E and P/BV ratios have been applied.

The comparable companies have been selected through a screening approach based on several factors such as similarity of business,
market of operations, company size, etc. Post selection of the comparable companies, the outliers have been excluded.

Using P/BV multiple, the value of AUB is estimated between KD 2.33 billion to KD 2.70 billion as at 31 December 2021.
Accordingly, the per share value is estimated between KD 0.230 to KD 0.267 as at 31 December 2021.

Considering P/E multiple, the value of AUB is estimated between KD 2.26 billion to KD 2.55 billion as at 31 December 2021.
Accordingly, the per share value is estimated between KD 0.223 to KD 0.252 as at 31 December 2021

EEME | 20
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Comparable Transactions

Valuation analysis - Comparable Transactions Approach

KD million
No mu””w““naaaa Target Bidder Country Implied mnc_ﬂﬂm_w\.n_o% Stake P/BV PIE
1 16-May-18 Alawwal bank The Saudi British Bank Saudi Arabia 5,631 100% 14 14.3
2 29-Jan-19 Union National Bank - Public Joint Stock Company Abu Dhabi Commercial Bank PJSC UAE 4,430 100% - 13.3
3 25-Jun-20 Samba Financial Group The National Commercial Bank (nka:The Saudi National Bank) Saudi Arabia 16,859 100% 1.2 13.2
4 24-Jan-19 Ahli United Bank B.S.C. Kuwait Finance House K.S.C.P. Bahrain 808 100% 1.6 -
5 10-Jan-13 Ahli Bank Q.S.C. (nka:Ahli Bank Q.P.S.C.) Qatar Foundation, Endowment Arm Qatar 2,307 29% 2.2 16.4
6 17-Aug-10 Credit Libanais SAL EFG-Hermes Holding S.A.E Lebanon 252 65% 2.1 16.6
Median 1.6x 14.3x
Source: S&P Capital IQ Financial metric 1,658 172
Indicative value (KD million) 7 2,604 2,468/ A

.

Summary

+ Based on Comparable transactions approach, the value of AUB is estimated between KD 2.47 billion to KD 2.60 billion as at 31 December 2021.

» Accordingly, the per share value is estimated between KD 0.244 to KD 0.257 as at 31 December 2021.
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Valuation Conclusion-AUB

Valuation conclusion Summary

! | + Based on the applicable valuation approaches discussed earlier, AUB
DDM 2494 - 2,681 has been valued using Un.v_,\_w VWAP, Comparable companies approach
i and Comparable transactions approach.

» Considering the above, the indicative value of AUB is estimated to be
VWAP 2,371 2,623 in range of KD 2.47 billion to KD 2.70 billion as at 31 December 2021.
b “ * Accordingly, the per share value of AUB is estimated between
OOBUmﬂmU_O OOBUNJV\ Aﬂu\mv N_NOO - M.mmN KD 0.244 to KD 0.267 as at 31 December 2021.
Comparable Company (P/B) 2,329 - 2,704
Comparable Transactions 2,468 _ 2,604

- 1,000 2,000 *-' 3,000 4,000 5,000 6,000

KD million

Source: KPMG Analysis
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Dividend Discount Model

Calculation of forecast dividends (Scenario - Payout ratio at 55.0%)

Summary
KD million 2022 2023 2024 2025 2026
Net profit after taxes (Post AT 1 Sukuk cost) 281 349 423 512 619
Payout ratio 55.0% 55.0% 55.0% 55.0% 55.0% » Applying a cost of equity rate of 9.30% and post adjustment for release of excess
Dividend payout 155 192 233 281 341 Tier 1 capital, based on DDM approach, the value of KFH is estimated between
Average dividend (5 years) 240 | KD 5.60 billion to KD 6.03 billion as at 31 December 2021.

» Accordingly, the per share value is estimated between KD 0.670 to KD 0.721 as at
31 December 2021.

Calculation of forecast dividends (Scenario - Payout ratio at 60.0%

KD n 2022 2023 2024 2025 2026 1. Note: Excess capital over the regulatory required capital has been assumed for one time
Net profit after taxes (Post AT 1 Sukuk cost) 281 349 423 512 619 disbursement.

Payout ratio 60.0% 60.0% 60.0% 60.0% 60.0%

Dividend payout 169 209 254 307 372

Average dividend (5 years) 262 _

Valuation analysis - DDM

KD ion Min Max
Average dividend 240 262
Growth rate 4.0% 4.0% Please refer to Appendix 1 for Cost of Equity calculations
COE 9.30% 9.30%
Equity value 4,711 5,140

Please refer to Appendix 2 for Management Business Plan

DDM - Conclusion

KD n Min Max
DDM Equity Value 4,711 5,140
Add: Excess capital release 893 893
Equity value . 5,604 6,033 .

Source: Client information and KPMG Analysis
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Valuation analysis- Volume Weighted Average Price

24 months 12 months 6 months 3 months As at 31 Dec
period period period period 2021 Average
Number of shares outstanding in KFH 8,370,181,560
Kuwait Finacne House K.S.C.C. VWAP price (KD) 0.577 0.680 0.735 0.743 0.756 0.698
Average daily volume traded (in 000) 11,395 7,357 6,672 7,197 3,104 7,145
Kuwait Finance House K.S.C.C. (KD million) 4830 7 5694 N 6,156 /6,217 S 6,331 5,846
~ L m .- ~

Source: S&P Capital IQ

Summary

Based on VWAP approach, the value of KFH is estimated between KD 5.69 billion to KD 6.22 billion as at 31 December 2021.

.

Accordingly, the per share value is estimated between KD 0.680 to KD 0.743 as at 31 December 2021.
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Comparable Gompanies

Valuation analysis - Market multiples approach

Comparable company Country _,‘_Aﬂ.__wmh..ﬂwu P/BV

NTM TT™! NTM
National Bank of Kuwait S.A.K.P. (KWSE:NBK) Kuwait 7,072 24.9 1.8 2.0
Banque Saudi Fransi (SASE:1050) KSA 4,571 16.8 - -
Qatar Islamic Bank (Q.P.S.C.) (DSM:QIBK) Qatar 3,599 - 1.8 2.0
Bank Albilad (SASE:1140) KSA 2,803 18.1 2.9 2.6
Masraf Al Rayan (Q.P.S.C.) (DSM:MARK) Qatar 3,586 - 2.3 1.9
Boubyan Bank K.S.C.P. (KWSE:BOUBYAN) Kuwait 2,471 - 3.6 4.1
Weighted average 23.1x 21.0x 2.3x 2.3x
Financial metric (KD million) 239 . _ ., 281 2,158 _ . _2,287
Indicative value (KD million) ¢ 5,524 5,903~ (4,916 5,311 [~
Source: S&P Capital IQ '~ im i =7 N I

Summary

» Considering KFH’s history of growing operations and earnings, using earning multiples of comparable companies to
derive the fair value of KFH’s equity value seems appropriate. Also, given that most of assets of KFH are marked to
market, using book value multiples is considered. Accordingly, P/E and P/BV ratios are being applied.

* The comparable companies have been selected through a screening approach based on several factors such as
similarity of business, market of operations, company size, etc. Post selection of the comparable companies, the outliers
have been excluded.

* Using P/E multiple, the value of KFH is estimated between KD 5.52 billion to KD 5.90 billion as at 31 December
2021. Accordingly, the per share value is estimated between KD 0.660 to KD 0.705 as at 31 December 2021.

+ Considering P/BV multiple, the value of KFH is estimated between KD 4.92 billion to KD 5.31 billion as at 31
December 2021. Accordingly, the per share value is estimated between KD 0.587 to KD 0.634 as at 31 December
2021.
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Comparable Transactions

Valuation analysis - Comparable transactions approach

KD million
Date of . Implied Equity
No. announcement Target Bidder Country value (KD'000) Stake P/E P/BV
1 25-Jun-20 Samba Financial Group The Saudi National Bank (SASE:1180) KSA 16,859 100% 13.2x
2 29-Jan-19 Union National Bank - Public Joint Stock Company Abu Dhabi Commercial Bank PJSC (ADX:ADCB) UAE 4,430 100% 13.3x
3 24-Jan-19 Anhli United Bank B.S.C. (BAX:AUB) Kuwait Finance House K.S.C.P. (KWSE:KFH) Bahrain 808 100% 1.6x
4 16-May-18 Alawwal bank The Saudi British Bank KSA 5,631 100% 14.3x
5 10-Jan-13 Ahli Bank Q.S.C. Qatar Foundation, Endowment Arm Qatar 2,307 29% 16.4x 2.2x
6 17-Aug-10 Credit Libanais SAL EFG-Hermes Holding S.A.E Lebanon 252 65% 16.7x 2.1x
Median 14.3x 2.1x
Source: S&P Capital IQ Financial metric . 239 N‘_mm.
Equity value - 3,427 4,511 [~

Summary

+ Based on Comparable transactions approach, the value of KFH is estimated between KD 3.43 billion to KD 4.51 billion as at 31 December 2021.

» Accordingly, the per share value is estimated between KD 0.409 to KD 0.539 as at 31 December 2021.

Note: Based on the nature of the CoTrans methodology, no reliance has been placed on the valuation estimate using the said approach.
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Valuation Gonclusion- KFH

Valuation conclusion Summary
- R « Based on the applicable valuation approaches discussed earlier, KFH
: has been valued using DDM, VWAP and Comparable companies
DDM 5,604 6,033 approach. Also, Comparable transactions approach has been shown
: for corroborative purposes.
» Considering the above, the indicative value of KFH is estimated to be
VWAP 5,694 6,217 in range of KD 5.60 billion to KD 5.90 billion as at 31 December 2021.
1 m * Accordingly, the per share value of KFH is estimated between
Comparable Company (P/E) 5524 5.903 KD 0.670 to KD 0.705 as at 31 December 2021.
Comparable Company (P/B) 4,916 5,311
Comparable Transactions 3,427 4,511
1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000

Source: KPMG Analysis
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Conclusion

Valuation range (KD million) Valuation range (KD per share)
. Average: 0.255
1 i
Average: 0.687
AUB 2,468 2,704 i
AUB 0.244 0.267 !
1
1
1
| i i |
! 1
1
1
1
KFH 4 i
5.60 5,903 KFH i 0.670 0.705
|
i
T T T T T T T | ! 1
- 1,000 2,000 3,000 4,000 5000 6,000 7,000 8000 A 0.200 0.400 0.600 0.800 1,000
KD million KD
Source: KPMG Analysis Source: KPMG Analysis
Conclusion
= The indicative value as at the Valuation Date works out to: = Accordingly, the conversion ratio works out to an average of 0.37118 share of KFH for
- AUB: KD 2.47 billion to KD 2.70 billion; and each share of AUB.

- KFH: KD 5.60 billion to KD 5.90 billion.

= Based on the above, the per share value translates to the following:
» AUB: KD 0.244 to KD 0.267; and
» KFH: KD 0.670 to KD 0.705.
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5.71% 1.03 4.24%
. _ Risk-free rate Re-levered
Cost of equity - in Bahrain Beta Premium
Based on 30-year US Based on the beta
treasury bond rate adjusted for comparable
for Kuwait, Bahrain, UK, companies

Egypt and Iraq country risk

0.00% 10.09%

Compan

v. ny Cost of
specific .

. equity
premium

Source: Aswath Damodaran, NYU, Stern School of Business Professor, website (http://pages.stern.nyu.edu/~adamodar/)

Computationof cost of equity (KFH)

Turkey, Bahrain and
Malaysia country risk

4.80% 1.06 4.24%
. _ k-free rate Re-levered Equity risk
Cost of equity B in Kuwait Beta Premium
Based on 30-year US Based on the beta
treasury bond rate for comparable
adjusted for Kuwait, companies

0.00% 9.30%
LIUET Cost of

equity

Source: Aswath Damodaran, NYU, Stern School of Business Professor, website (http://pages.stern.nyu.edu/~adamodar/)
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Statement ofiIncome - AUB

AUB - Statement of income

USD Million 2020A 2021A 2022F 2023F 2024F
Interest income 1,453 1,348 1,588 1,907 2,109
Interest expense (653) (476) (630) (840) (963)
Net interest income 800 872 958 1,067 1,146
Net fees and commission 104 104 116 128 143
Other income 209 133 135 150 165
Total operating income 1,113 1,109 1,209 1,345 1,454
Operating expenses (326) (327) (350) (385) (415)
Operating profit 787 782 859 960 1,039
Provisions (255) (122) (113) (94) (80)
Profit before tax 532 660 746 866 959
Tax expense and Zakat (45) (22) (45) (55) (65)
Net income for the year 487 638 701 811 894
NCI (34) (31) (34) (53) (63)
Net income (post NCI) 453 607 667 758 831
AT1 Coupon (34) (40) (41) (52) (52)
Net income (post AT1 Coupon) 419 567 626 706 779
KD Million 2020A 2021A 2022F 2023F 2024F
Net income (post NCI) 138 184 202 229 251
Net income (post AT1 Coupon) 127 172 189 214 236

Source: Client information
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Statement of Income - KFH

KFH - Statement of income

KD Million 2020A 2021A 2022F 2023F 2024F
Financing income 893 871 963 1,121 1,245
Financing cost (279) (286) (330) (422) (474)
Net financing income 614 585 633 699 771
Net fees and commission 73 72 73 83 90
Other income 108 153 167 179 187
Total operating income 795 810 873 961 1,048
Operating expenses (296) (308) (329) (344) (358)
Operating profit 499 502 544 617 690
Provisions (284) (135) (140) (134) (115)
Profit before tax 215 367 404 483 575
Tax expense and Zakat (31) (58) (59) (62) (69)
Net income for the year 184 309 345 421 506
NCI (36) (67) (56) (64) (75)
Net income (post NCI) 148 242 289 357 431
Perpetual Tier 1 Sukuk Cost - (4) (8) 8) (8)
Net income (post perpetual Tier 1 Sukuk) 148 238 281 349 423

Source: Client information
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If
you are in any doubt as to the action you should take, it is recommended that you seek your own
independent financial advice from your stockbroker, accountant, or other appropriate
independent financial advisor.

Implementation of the Acquisition is conditional upon, amongst other things, the resolutions referred
to in Section 2.7 (General Assembly Meeting) of this document receiving a vote in favour by holders of
the requisite majority of KFH Shares. The conditions to, and process for, implementing the Acquisition
are set out in full in Section 6 (Terms and Conditions of the Acquisition) of this document.

vig Gl Jagaill cuy Pz
Kuwait Finance House L\%i}

Board of Directors Report

in respect of the proposed Acquisition by Kuwait Finance House
K.S.C. of up to 100% of the issued ordinary shares of Ahli United
Bank B.S.C. through a voluntary conditional offer by way of a
share swap

For a discussion of certain risk factors which should be taken into account when considering
whether to vote in favour of the resolutions to be considered at the KFH GM, see Section 4 (Risk
Factors) of this document.

Unless the context otherwise requires, capitalised terms used in this document have the meanings given
in Annex I (Definitions) of this document. References to times and dates in this document are to Kuwait
time and the Gregorian calendar, respectively, unless otherwise stated.

The KFH GM will be held on 25 July 2022 at 12:30pm in KFH Head Office — Al Mirqab Area, Abdulla
Al-Mubarak Street, Kuwait City, 13310, Kuwait.
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IMPORTANT NOTICE

Statements contained in this document are made as at the date of this document, unless some other time
is specified in relation to them, and the publication of this document (or any action taken pursuant to it)
shall not give rise to any implication that there has been no change in the facts or affairs of KFH as set
out in this document since such date. Nothing contained in this document is intended to be or shall be
deemed to be a forecast, projection or estimate of the future financial performance of KFH and no
statement in this document should be interpreted to mean that earnings per share for current or future
financial periods of KFH will necessarily match or exceed historical published earnings per share.

No person has been authorised to give any information or to make any representations other than those
contained in this document and, if given or made, such information or representations must not be relied
on as having been authorised by KFH, Goldman Sachs International, Dubai International Financial
Centre (DIFC) branch, or any of the other advisers in connection with the Acquisition.

No person should construe the contents of this document as legal, financial or tax advice. If you are in
any doubt as to the action you should take, it is recommended that you seek your own independent
financial advice from your accountant or other appropriate independent financial adviser.

This document will not be posted to KFH Shareholders, but copies can be found on the website of KFH
(www.kth.com) and can be obtained (without charge) from the KCC or at the KFH GM. Neither the
content of the website of KFH nor the content of any website accessible from hyperlinks on any of such
websites is incorporated into, or forms part of, this document and no person accepts any responsibility
for the contents of such websites.

Goldman Sachs International, Dubai International Financial Centre (DIFC) branch (GS) is acting
exclusively as financial advisor to KFH and for no one else in connection with the Acquisition and will
not be responsible to anyone other than KFH for providing the protections afforded to clients of GS or
for providing advice in relation to the Acquisition, the content of this document or matters referred to
in this document. The KFH Board obtained the opinion of GS, dated 6 July 2022, which opinion is
attached to this document as Annex Il (GS Fairness Opinion), to the effect that, as of that date and
based upon and subject to the factors and assumptions set forth therein, the Exchange Ratio pursuant to
the Acquisition was fair from a financial point of view to KFH. GS provided advisory services and its
opinion solely for the information and assistance of the KFH Board in connection with its consideration
of the Acquisition, and the GS Fairness Opinion did not constitute a recommendation as to how any
KFH Shareholder should vote with respect to the Acquisition or any other matter. GS is authorised and
regulated by the Dubai Financial Services Authority.
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PUBLICATION AND DISTRIBUTION RESTRICTIONS

This document is not being and must not be published or distributed, in whole or in part, in, into
or from, any Restricted Jurisdiction.

KFH is not taking any action to permit an offering of the New KFH Shares in any Restricted
Jurisdiction.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

KFH’s audited financial statements for the financial years ended 31 December 2019, 31 December 2020
and 31 December 2021 are available on KFH’s website at (www.kfh.com) and are incorporated into
this document by reference. AUB’s audited financial statements for the financial years ended 31
December 2019, 31 December 2020, and 31 December 2021 are available on AUB’s website at
(www.ahliunited.com) and are incorporated into this document by reference.

KFH’s audited financial statements for the financial years ended 31 December 2019, 31 December
2020, and 31 December 2021 are prepared in accordance with IFRS as adopted for use by the State of
Kuwait. AUB’s audited financial statements for the financial years ended 31 December 2019, 31
December 2020, and 31 December 2021 are prepared in accordance with the IFRS and in conformity
with the Bahraini Commercial Companies Law and the Central Bank of Bahrain and Financial
Institutions Law. Save as disclosed otherwise, all financial information is set out in KWD with respect
to KFH and in USD with respect to AUB.

This document has been prepared for the purpose of complying with applicable laws and regulations of
Kuwait and the information disclosed may not be the same as that which would have been disclosed if
this document had been prepared in accordance with the laws and/or regulations of jurisdictions outside
Kuwait. The New KFH Shares constitute securities of a Kuwaiti company, and you should be aware
that this document and any other documents relating to the Acquisition and the New KFH Shares have
been or will be prepared in accordance with Kuwait disclosure requirements, format, and style, all of
which may differ from those applicable in other jurisdictions.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

The following dates are indicative only and will depend, among other things, on whether (and the dates
on which) the conditions of the Acquisition are satisfied. The full conditions of the Acquisition are set
out in Section 6 (Terms and Conditions of the Acquisition) of this document.

Event Time and/or Date
KFH GM 25 July 2022
Offer Document sent by the KFH Board to the AUB Board 26 July 2022
)
Issue of New KFH Shares to AUB Shareholders who Accept Effective Date
Effective Date ® TBC
Release of the New KFH Shares to Dissenting Shareholders TBC
Notes
(1) Subject to the approval of the CBB and adhering to the applicable laws and regulations in Bahrain.
2) Subject to the conditions of the Acquisition having been satisfied and all regulatory approvals required in Kuwait

and/or Bahrain are obtained.
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1. LETTER FROM THE KFH BOARD OF DIRECTORS
6 July 2022
Dear KFH Shareholders,
Recommended Acquisition of AUB

On 1 December and 9 October 2019, the KFH Board announced receipt of the Central Bank of Bahrain’s
conditional approval to commence acquisition procedures of AUB and the receipt of the conditional
approval of Central Bank of Kuwait on the proposed acquisition of AUB, respectively.

Due to the consequences of the outbreak of the COVID-19 pandemic late in 2019, on 12 April 2020
and again on 29 December 2020, KFH and AUB announced that it was agreed to postpone the
procedures of the proposed Acquisition.

On 1 December 2021 and with reference to the previous disclosures concerning KFH’s acquisition of
AUB, KFH have announced that, following coordination with AUB, and in compliance with the
instructions of the regulators in Kuwait and Bahrain, KFH’s Board approved to update the acquisition
studies and identify their expected effects on the exchange ratio and its subsequent update.

On 6 July 2022, the KFH Board approved the new revised final share exchange ratio of 2.695 AUB
Shares for 1 New KFH Share after the review and evaluation of the top-up due diligence findings (the
new Exchange Ratio).

On 25 July 2022 the General Assembly of the KFH shareholders will convene to resolve to approve the
proposed acquisition of AUB and authorized the KFH Board to proceed with the relevant procedures
to effect the proposed acquisition.

The Acquisition is intended to be effected through a voluntary conditional offer by way of a share swap.
Subject to receipt of the Requisite Acceptances, KFH intends to acquire AUB Shares which are owned
by Dissenting Shareholders (pursuant to Article 319 bis I of the Bahraini Commercial Companies Law
and Article TMA-3.4.4 of the TMA Module). This means that, if KFH receives the Requisite
Acceptances, KFH will have the right, after following the process promogulated by the CBB, to acquire
100% of the AUB Shares and the AUB will become a wholly-owned subsidiary of KFH.

Subject to the satisfaction of the Conditions Precedent to the Acquisition, upon the Effective Date, New
KFH Shares will be issued to existing AUB Shareholders who Accepted the Offer in consideration for
the Acquisition of their AUB Shares. Subject to receipt of the Requisite Acceptances and KFH
exercising its Squeeze-Out rights under the Bahraini Commercial Companies Law and the TMA
Module, KFH Shares will be issued to Dissenting Shareholders in consideration for the Acquisition of
their AUB Shares at a later date (to be agreed with the CBB).

The proposed Acquisition, which has the unanimous support of the KFH Board, will, if effected, create
a leading Islamic Financial Institution with robust financial strength and global network.

The KFH Board recognizes the proposed Acquisition will result in KFH strengthening its position
among global Islamic financial institutions, being one of the leading financial institutions in Kuwait
with a presence in 10 countries through subsidiaries. The KFH Board believes that the proposed
Acquisition will strengthen KFH’s position in its home markets, position KFH to benefit from greater
operational efficiencies, enhance KFH’s scale and deep relationships across corporate and retail
customers, and provide access to growth opportunities in new geographies and thus increase
diversification.



The Acquisition has the unanimous support and recommendation of the KFH Board. We urge
you to attend the general assembly meeting of KFH and recommend that you vote in favour of
the resolutions proposed at that meeting.

Board of Directors of KFH
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2. GENERAL INFORMATION
2.1 INTRODUCTION

On 24 January 2019, KFH and AUB announced that they had discussed preliminary valuations done by
independent international advisors, and that their respective Boards of Directors have tentatively
approved a preliminary average exchange ratio for the Acquisition, subject to conducting satisfactory
due diligence exercises. Each bank formed a working group made up of senior executive management
to review the commercial potential along with any legal and structural aspects of an acquisition.

On 12 September 2019, KFH and AUB announced that the commercial, financial, and legal due
diligence exercises with respect to the Acquisition have been concluded and that the respective Boards
of Directors have approved an exchange ratio.

Due to the consequences of the outbreak of the COVID-19 pandemic late in 2019, on 12 April 2020
and again on 29 December 2020, KFH and AUB announced that it was agreed to postpone the
procedures of the proposed Acquisition.

On 1 December 2021 and with reference to the previous disclosures concerning KFH’s acquisition of
AUB, KFH have announced that, following coordination with AUB, and in compliance with the
instructions of the regulators in Kuwait and Bahrain, KFH’s Board approved to update the acquisition
studies and identify their expected effects on the exchange ratio and its subsequent update.

2.2 TERMS OF THE ACQUISITION

The Acquisition is intended to be effected through a voluntary conditional offer to acquire up to 100%
of the issued ordinary shares of AUB by way of a share swap at the Exchange Ratio. Subject to the
satisfaction of the conditions to the Acquisition set out in Section 6 (Terms and Conditions of the
Acquisition) of this document, upon the Effective Date, New KFH Shares will be issued as fully paid-
up, with the entitlement to all dividends declared from the date of issue and free of all Encumbrances,
to the AUB Shareholders who accept the Offer. The New KFH Shares will be of the same class as the
existing KFH Shares and rank pari passu in all respects with the existing KFH Shares.

Unless otherwise ordered by a competent court, in the event that KFH receives the Requisite
Acceptances, and KFH decides to exercise its Squeeze-Out rights under the Bahraini Commercial
Companies Law and the TMA Module, KFH Shares will be issued to Dissenting Shareholders in
consideration for the Acquisition of their AUB Shares at a later date (to be agreed with the CBB).
Dissenting Shareholders will be entitled to all dividends declared from the date on which New KFH
Shares are issued to the Dissenting Shareholder and free of all Encumbrances. Dissenting Shareholders
will be entitled to object to the exercise by KFH of its Squeeze Out rights in respect of their AUB Shares
within 60 days from the receipt of a written notification of KFH’s intention to exercise its Squeeze-Out
rights.

The consideration for the Acquisition (being the Exchange Ratio) is New KFH Shares issued to AUB
Shareholders on the following basis:

for each 2.695 AUB Share: 1 New KFH Share
or

for each 1 AUB Share: 0.371 New KFH Share
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In the event that the Exchange Ratio calculation set out in this Sub-section 2.2 produces a fractional
share, the resulting figure will be rounded up to the nearest share.

Following the issue of New KFH Shares, AUB Shareholders would own approximately 31% of the total
issued share capital of KFH.

The revised Exchange Ratio referred to in this Sub-section 2.2 has been approved separately by the
KFH Board meeting held on 6 July 2022. In approving the Exchange Ratio, the KFH Board has,
amongst other things, considered in detail the financial due diligence report on AUB prepared by
PricewaterhouseCoopers Advisory Services Co. W.L.L. for the KFH Board, legal due diligence report
on AUB prepared by Freshfields Bruckhaus Deringer LLP for the KFH Board, and the opinion of GS
as to the fairness, from a financial point of view, to KFH, of the Exchange Ratio pursuant to the
Acquisition. The full text of the fairness opinion from GS appears at Annex Il (GS Fairness Opinion)
to this document.

2.3 EFFECT OF THE ACQUISITION AND POST-ACQUISITION STRATEGY
(a) Legal consequences of the Acquisition

Subject to receipt of the Requisite Acceptances, and the exercise by KFH of its rights under Article 319
bis 1 of the Commercial Companies Law, and Article TMA-3.4.4 of the TMA Module, the Acquisition,
if completed, will result in KFH becoming the legal owner of all the AUB Shares together with all rights
and interests associated with such ownership.

All AUB Shares to be sold to KFH by way of a share swap must be free from any and all charges, liens,
and other encumbrances.

AUB Shareholders will receive New KFH Shares along with all rights associated with the New KFH
Shares, including but not limited to, rights concerning share ranking, voting, dividend, and liquidation
(other than any dividend which has been approved by the general assembly of KFH prior to the Effective
Date).

(b) AUB - commercial registration, legal status, and trade name

Following the successful implementation of the Acquisition, KFH intends to maintain AUB’s
commercial registration, however, KFH intends to change AUB’s name to become “Kuwait Finance
House — Bahrain”. AUB will continue to operate under normal course of business and maintain its
operations as a wholly owned subsidiary of KFH where disruption to or cessation of any significant line
of operations of AUB is not expected to occur as a result of the proposed Acquisition.

() AUB current employees and organizational structure

Save for any changes due to KFH’s commitment to Bahrainization requirements and levels, including
any changes that may be required for the purposes of achieving the anticipated synergies or converting
the business of AUB to Sharia’a compliant, the successful completion of the Acquisition will not impact
the current organizational structure except for any changes which may be implemented as part of AUB’s
existing strategy.

(d) Conversion of AUB’s business to Sharia’a compliant

Given that KFH is a Sharia’a compliant institution and undertakes only Sharia’a complaint activities,
the principal change to be implemented immediately post-Acquisition would be to commence the
process of converting several subsidiaries of AUB in the Kingdom of Bahrain, Egypt, Iraq, and the
United Kingdom to Sharia’a compliant offering full range of Sharia’a compliant banking products.



For this purpose, an application shall be submitted to the CBB requesting the amendment of AUB’s
license to change its banking activities from conventional banking to Sharia’a compliant banking.

AUB shall ensure the existence of a Sharia’a Supervisory Committee and bring about any changes as
deemed necessary to comply with the principles of Sharia’a as set out in the AAOIFI Standards and the
CBB Rulebook.

(e) Mandatory tender offer for the shares of AUB Kuwait

The successful completion of the Acquisition will trigger the requirement for a mandatory tender offer
to be submitted by KFH with respect to the shares in AUB Kuwait not already owned pursuant to the
CMA Executive Bylaws. KFH intends to submit the mandatory tender offer application as prescribed
for under the CMA Executive Bylaws and is confident that the maximum cash amount payable for the
shares in AUB Kuwait (if KFH were to acquire 100% of the issued share capital of AUB Kuwait) will
not have a material impact on its cash position or capital strength.

® Conversion of AUB Kuwait to a digital bank

Following the successful completion of the Acquisition, KFH will commence the process of converting
AUB Kuwait to a digital bank.

(g Statutory merger in Bahrain

Immediately following the successful completion of converting AUB’s offering to Sharia’a compliant,
KFH will commence the process of conducting a statutory merger to merge its two wholly owned
subsidiaries in Bahrain, being AUB and KFH Bahrain. This merger would result in the assets and
liabilities of KFH Bahrain being assumed by AUB, as per applicable law.

(h) KFH dividends policy post-Acquisition

KFH has no intention to change its existing dividends policy, which shall continue to be in effect
following the successful completion of the Acquisition.

(i) KFH Group structure post-Acquisition

Set out below is a structure chart demonstrating the structure of the KFH Group following successful
completion of the Acquisition':

Kuwait Finance House
K.5.C.P.

Ahli United Bank B.5.C.*
Bahrawn
Kuwait Finance House |'00% | 100% | KFH Capital Investment A A
. Ahli L) d Bank (LLEK. oo 95.7% | Ahli United Bank (F T
(Malaysia) Berhad Company K.5.C.C ' nl'T,I (:n LK) e {‘q A ;n (Fgypt)
) ) K Egypt
Kuwait Turkish B | T09% | Saudi Kuwaiti Finance 75% 100% i United Bank
Participation Bank Inc. House 5.5.C. i Ahli United Bank BSC
P Ahli United Bank* K.S.C.P (DIFC Branch)*
1oo Kuwait Dubay, UAF
[ BO3% 100%
Commercial Bank of Trac
KT Bank AG . 1 ilal Li
il 100% KFH Real Estate PS.C. Al Hilal Life B.5.C. (c)
Company K.5.CC ; [ o
ahvain
Kuwait Finance House | "% | **% Al Enma’‘a Real Estate
B5.C Company K.5.C.P.
* Names of these sntithes will be changed to KFH sulfect to required approvals
A Subject to ion of Tender Offer by KIH
l:l Banking Entities Maon-Ranking Fntities

! Fractional percentages have been rounded up
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24 RATIONALE OF EXCHANGE RATIO DETERMINATION

Assuming that all AUB shareholders avail the offer for the Acquisition, the consideration would be
4,136,523,732 New KFH Shares (Four billion one hundred and thirty-six million five hundred and
twenty-three thousand and seven hundred and thirty-two shares).

The revised Exchange Ratio (which determines the number of KFH Shares that will be issued to AUB
Shareholders as a result of the Acquisition) was agreed between KFH and AUB following commercial
negotiations between the two banks and the Exchange Ratio was confirmed by the KFH Board of
Directors. In negotiating the Exchange Ratio, KFH made reference to advice and assistance from its
respective advisers, its review of due diligence information on AUB's businesses and its receipt of an
opinion from GS as to the fairness, from a financial point of view, to KFH, of the Exchange Ratio
pursuant to the Acquisition.

The total market value of the New KFH Shares (being the consideration shares for the Acquisition) as
determined on the basis of the Exchange Ratio and the closing price of USD 2.803 (KWD 0.861) per
KFH share on 6 July 2022 (which is the last trading day prior to the parties’ confirmation of the
Exchange Ratio) is USD 11,595,464,539 (KWD 3,561,546,933). The total value of the New KFH
Shares (being the consideration shares for the Acquisition), as will be recorded on the financial accounts
of KFH, will be determined at a later stage on the basis of the closing price of KFH shares on the last
trading day prior to the Effective Date.

The following table summarises the results of the agreed valuation:

Agreed Exchange Ratio  2.695 AUB Shares in exchange of one New KFH Share, or 0.371 New
KFH Shares for one AUB share.

Total number of the KFH 13,343,624,943 shares, fully paid-up.
Shares — post-Acquisition

Evaluation of the AUB e Evaluating AUB on the basis of the Exchange Ratio and the closing

Group price of USD 2.803 (KWD 0.861) per KFH share on 6 July 2022
(which is the last trading day prior to the parties’ confirmation of
the Exchange Ratio) is USD 11,595,464,539 (KWD
3,561,546,933)°.

e The total value of AUB (as will be recorded on the financial
accounts of KFH) will be determined at a later stage on the basis of
the closing price of KFH share on the last trading day prior to the
Effective Date.

Total market value of the USD 11,595,464,539 (KWD 3,561,546,933) based on KFH share price

New KFH Shares as of 6 July 2022 of USD 2.803 (KWD 0.861) (the day prior to the
parties’ confirmation of the Exchange Ratio), implying per share value
of USD 1.040 (KWD 0.319). Representing a premium of 13.1% to the
closing share price of AUB of USD 0.920 (KWD 0.283) on 6 July
20223 .

2 At USD:KWD exchange rate of 0.307 as of 6 July 2022
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2.5 BENEFITS OF THE ACQUISITION

KFH and AUB have complementary businesses, allowing KFH Group to become a well-diversified,
full-service financial institution, with strong offerings across products.

The KFH Board believes that, on completion of the Acquisition, the KFH Group will play a key role in
supporting Kuwait’s economic ambitions, financing growth as the country continues to implement its
economic diversification strategy, developing Kuwaiti banking and finance expertise, and helping to
drive international business relationships.

Furthermore, as mentioned above from KFH Group’s strategic plans post-acquisition of AUB, AUB
will continue to operate as a subsidiary of KFH Group. The proposed Acquisition is expected to create
a combined group with leading market shares within the Banking and Islamic Banking industry.

KFH’s management believes that this transformational transaction brings significant benefits to all
stakeholders:

(a) The Acquisition strengthens KFH’s position as the leader in its home markets

Following the completion of the Acquisition, KFH will become the leading banking institution in
Kuwait and Bahrain, in terms of both total assets and deposits, with a combined USD 121 billion® of
total assets as at 31 December 2021, with a corresponding market share in Kuwait of 27% on that basis.

(b) The Acquisition will reinforce KFH’s position as the second largest Islamic bank (by total
assets and customer deposits) in the world

Since AUB Kuwait’s conversion in 2010, to comply with the Islamic Sharia’a, the bank has increased
its domestic market share across several segments and has an active, experienced, and reputable
Sharia’a Advisory Board, consisting of a number of highly regarded Sharia’a scholars who have
significant experience in Islamic Finance. The Sharia’a Advisory Board has played a key role in
assisting the bank in developing innovative Sharia’a compliant banking products and services. For
example, the bank was the first in Kuwait to structure and introduce Mudaraba deposit account products
with the feature of distributing profits on quarterly basis. Adding AUB Kuwait Sharia’a compliant
operations will increase KFH’s operations, reinforcing its position as one of the largest Islamic banks
in the world.

(©) The Acquisition positions KFH as a dominant bank in the Middle East, diversifying its
footprint to existing and new markets and deepening its relationships across corporate
and retail customers

In addition to a strengthened position in Kuwait and Bahrain, the Acquisition facilitates KFH’s entry
into new markets (with subsidiaries in the United Kingdom, Egypt, Libya, UAE and Iraq) that will
strengthen the KFH Group’s position in retail, SME and corporate banking providing further
opportunity for growth in these segments. The KFH Group will be positioned to capture significant
opportunities arising from existing relationships across both Banks. These relationships can be
strengthened with cross-sell thanks to an enhanced product offering across an expanded platform. The
KFH Group will be the seventh largest in the Middle East by total assets with global banking network
access support by diversifying its shareholder and customer base to support its banking activities and

3 At USD:KWD exchange rate of 0.303 as of 31 December 2021, already considering the preliminary impact of acquisition accounting
resulting in goodwill/intangibles.



will leverage international connectivity to the benefit of all domestic clients across the Middle East,
together with institutional and multinational clients abroad.

(d) The Acquisition is expected to be earnings and value accretive

The Acquisition is expected to be accretive to earnings per share for KFH’s shareholders without
considering the impact of synergies and both accretive to value and earnings per share for KFH’s
shareholders when considering the impact of synergies. The anticipated annual synergies are expected
to be realized over three years post-completion, with estimated run-rate cost synergies of between 10%
- 12% of the 2021 combined cost base*. The KFH Group is expected to benefit from a more efficient
platform, optimising the infrastructure of both banks, greater scale and negotiating positions with
suppliers. It is also expected that, in common with all large organisations, the KFH Group will be able
to optimise its team over time.

Furthermore, upon issue of the New KFH Shares and consolidation of KFH's net income and AUB's
net income on the basis of the results for the year ending 31 December 2021, the pro-forma earnings
per share excluding any synergies would stand at US cents 10.4 | KW fils 31, implying an accretion of
20.1% for KFH’s shareholders. When including the aggregate result of the synergies, the pro-forma
earnings would stand at US cents 11.7 | KW fils 35, implying an accretion of 35.2% for KFH’s
shareholders.

Indicative EPS / DPS Increase/Accretion Calculation:

| USD® | KWD |
Pre-Merger
2021 Net Income (m) 793 239
No. of outstanding Shares® 9,207 9,207
Shareholding % 100% 100%
2021 Earnings per Share (cents / fils) 8.6 26
2021 Proposed Dividend per Share (cents / fils) 3.6 11
Post-Merger - Excl. Synergies
2021 Pro-Forma Net Income Excl. Synergies (m)’ 1,381 417
Pro-forma Combined No. of Shares (m shares) 13,344 | 13,344
Pro-forma Shareholding % 69% 69%
2021 Pro-forma Earnings per Share Excl. Synergies (cents / fils) 10.4 31
2021 Pro-forma Proposed Dividends per Share Excl. Synergies (cents / fils)® 4.3 13
2021 Earnings per Share Accretion (%) Excl. Synergies 20.1 % | 20.1 %
2021 Dividends per Share Accretion (%) Excl. Synergies 20.1 % | 20.1 %
Post-Merger - Incl. Total Synergies
2021 Pro-Forma Net Income Excl. Synergies (m) 1,381 417
Total Synergies Pre-Tax (m) 183 55
Total Synergies Post-Tax (m)’ 174 52
2021 Pro-Forma Net Income Incl. Total Synergies (m) 1,555 469
Pro-forma Combined No. of Shares 13,344 13,344

* Sum of KFH and AUB 2021 cost bases.

3 At USD:KWD exchange rate of 0.302 based on average daily exchange rate in 2021

 As of Q1 2022

7 Net of Tier 1 securities costs and Zakat;, AUB net income converted at USD:KWD exchange rate of 0.302 based on average daily exchange
rate in 2021; including net income from AUB Kuwait minorities intended to be acquired post completion

8 Pro forma cash dividends calculated assuming a pay-out ratio of 42% based on KFH's 2021 cash pay-out ratio

? Based on blended tax rate across geographies
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Pro-forma Shareholding % 69% 69%
2021 Pro-forma Earnings per Share (cents / fils) 11.7 35
2021 Pro-forma Proposed Dividends per Share (cents / fils) 4.9 15
2021 Earnings per Share Accretion (%) Incl. Total Synergies 352 % | 352 %
2021 Dividends per Share Accretion (%) Incl. Total Synergies 352% | 352 %

(e) The Acquisition will allow KFH to better support the Kuwaiti economy

The KFH Group will play a leading role in supporting Kuwait’s aspirations. KFH will be well positioned
to support the Kuwaiti economy through its services and financial support to Kuwaiti companies in
Kuwait and internationally, international companies operating in Kuwait and the residents living in
Kuwait. It will aim, inter alia, at enhancing the efficiency of the financial sector and support the growth
of the private sector in line with the goals of the New Kuwait Vision 2035. As a larger retail and
corporate bank, the KFH Group will be positioned to support objectives for home finance, long-term
savings, and SME. With higher capital base, the KFH Group will possess enlarged underwriting and
balance-sheet capacity, thereby enhancing its ability to support growth opportunities across the
economy and the development of the local capital markets.

2.6 ISSUANCE OF THE NEW KFH SHARES

The issuance of the New KFH Shares will be conducted and managed by the KCC. The KCC will liaise
directly with the BB to create a shared electronic platform in order to enable the production of an AUB
Shareholders register of the shareholders entitled to receive the New KFH Shares, pursuant to the terms
and conditions of the Acquisition. Through the shared electronic platform with the BB, the KCC will
be able, on the Effective Date, to register the New KFH Shares issued to the AUB Shareholders as
consideration for the Acquisition. Accordingly, the KCC will update the shareholders register of KFH
to reflect the results of the Acquisition.

2.7 GENERAL ASSEMBLY MEETING

The KFH GM has been invited to convene at 12:30pm on 25 July 2022 at KFH Head Office — Al Mirqab
Area, Abdulla Al-Mubarak Street, Kuwait City, 13310, Kuwait, to consider and pass the resolutions set
out in the invitation to the KFH GM published on 8 July 2022 in the Kuwaiti newspapers.

2.8 ROLES OF ADVISORS

GS is acting as exclusive financial advisor to KFH in relation to the Acquisition.

Further, KFH has, in line with international best practice, obtained an opinion from GS as to the fairness,
from a financial point of view, to KFH, of the Exchange Ratio pursuant to the Acquisition. This opinion
is not, and should not be construed to be, a valuation report, opinion or appraisal of the type rendered
by licensed investment advisors or asset valuators under the requirements of the laws of Kuwait or
Babhrain or any other applicable laws. An opinion of fairness from a financial point of view differs in a
number of important respects from such a valuation report, opinion or appraisal performed by licensed
investment advisors and asset valuators and from accounting valuations generally. GS did not provide
any report, opinion, or appraisal as to the valuation of KFH or AUB or the pro-forma effects of the
Acquisition on the Banks’ respective financial statements.

The full text of this fairness opinion appears at Annex Il (GS Fairness Opinion) to this document. GS
expects to receive fees for its services. KFH has also agreed to reimburse certain expenses of GS and
to indemnify GS against certain liabilities arising out of its engagement.
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GS has not assumed any responsibility for independent verification of the information contained in this
document. Accordingly, no representation or warranty is made or implied by GS or any of its affiliates
and GS does not, nor does any of its affiliates, make any representation or warranty or accepts any
responsibility as to the accuracy or completeness of the information contained in this document.

GS and its affiliates are engaged in advisory, underwriting and financing, principal investing, sales and
trading, research, investment management, and other financial and non-financial activities and services
for various persons and entities. GS and its affiliates and employees, and funds or other entities they
manage or in which they invest or have other economic interests or with which they co-invest, may at
any time purchase, sell, hold, or vote long or short positions and investments in securities, derivatives,
loans, commodities, currencies, credit default swaps, and other financial instruments of KFH, AUB and
any of their respective affiliates and third parties, or any currency or commodity that may be involved
in the contemplated transaction.

Freshfields Bruckhaus Deringer LLP acted as a legal advisor to KFH and have prepared a legal due
diligence report on AUB for the KFH Board.

PricewaterhouseCoopers Advisory Services Co. W.L.L. acted as an advisor to KFH and have prepared
a financial due diligence report on AUB for the KFH Board.

McKinsey&Company Inc. acted as an advisor to KFH to assess the synergy potential and the expected
associated integration costs resulting from the transaction.

KPMG Advisory W.L.L. acted as an advisor to KFH and have prepared the asset valuation report to
assess the in-kind contribution towards the increase of KFH’s share capital in compliance with the CMA
Executive Bylaws and in particular chapter three of CMA — Module 11 on Dealing with Securities.
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3. INFORMATION IN RELATION TO AUB AND BAHRAIN MARKET OVERVIEW
3.1 INTRODUCTION

AUB was established in Bahrain on 31 May 2000 following a merger between The United Bank of
Kuwait PLC (UBK) and Al-Ahli Commercial Bank B.S.C. (4CB) pursuant to which UBK and ACB
each became wholly owned subsidiaries of AUB. AUB was originally incorporated as a closed company
and was converted to a public shareholding company on 12 July 2000 by Amiri Decree Law 16/2000.
AUB is regulated by the CBB and operates under a retail banking license issued under the CBB’s
integrated licensing framework.

The key subsidiaries and associates of AUB Group are as follows:

Name of Entity Country AUB Holding %
Subsidiaries
Ahli United Bank (UK) PLC United Kingdom 100.0%
Ahli United Bank KSCP Kuwait 74.9%
Ahli United Bank (Egypt) SAE Egypt 95.7%
Commercial Bank of Iraq PSC Iraq 80.3%
Al Hilal Life B.S.C. (c) Bahrain 100.0%
Al Ahli Real Estate Company WLL Bahrain 100.0%
Associates
Ahli Bank S.A.O.G. Oman 35.0%
%l;t(ejcll)Bank for Commerce and Investment SAL Libya 40.0%
Foreign Branch of AUB
DIFC — Dubai United Arab Emirates -

AUB and its network of subsidiaries and associated companies form a banking group providing: (i)
retail banking; (ii) corporate banking; (iii) treasury and investment services; (iv) private banking and
wealth management services; and, (v) Islamic banking products & services besides offering
conventional and Takaful life insurance products. The AUB Group’s subsidiaries and associates operate
through a network of 157 branches and 3,294 team members as at 31 December 2021.

As at 31 December 2021, the AUB Group’s total assets were USD 41,913 million as compared with
USD 40,071 million as at 31 December 2020 and its equity attributable to shareholders was USD 4,470
million as at 31 December 2021 as compared with USD 4,002 million as at 31 December 2020. As at
31 December 2021, the AUB Group’s net loan portfolio was USD 22,075 million as compared with
USD 20,720 million as at 31 December 2020 and its aggregate customer deposits and deposits from



banks and other financial institutions were USD 29,843 million as compared with USD 29,401 million
as at 31 December 2020. In 2021, the AUB Group’s net profit for the year attributable to the equity
shareholders was USD 607 million as compared with USD 452 million in 2020.

As at 31 December 2021, the AUB Group’s total and tier 1 capital adequacy ratios, calculated in
accordance with the Basel III methodology adopted by the CBB, were 17.0% and 15.5%, respectively,
and its leverage ratio, calculated in accordance with CBB requirements, was 11.6%.

AUB's registered office is located at Building 2495, Road 2832, Al Seef District 428, Kingdom of
Bahrain.

AUB’s strong performance over the years has earned it a string of prestigious awards, including:

i.  “Best Bank in Bahrain (2022)” from Global Finance

ii.  “Best Bank in Bahrain (2021)” from Euromoney

iii.  “Bank of the Year (2021)” from The Banker

iv.  “Best Local Bank (2021)” from EMEA Finance

v.  “Most Innovative Bank (2021)” from EMEA Finance

vi.  “Best Global Network GCC Bank (2021)” from CFI
vii.  “Best Bank in Bahrain (2021)” from Global Finance
viii.  “Best FX provider in Bahrain (2022)” from Global Finance

ix.  “Best Private Bank in Bahrain (2022)” from Global Finance

x.  “Best Trade Finance Provider (2022)” from Global Finance

xi.  “Best Bank for Export Finance, Globally (2022)” from Global Finance
xii.  “Best SME Bank in Bahrain (2022)” from Global Finance
xiii.  “Best SME Banking in Bahrain (Best Digital Bank Awards 2021)” from Global Finance

xiv.  “Best Integrated Corporate Banking Site in Bahrain (Best Digital Bank Awards 2021)” from
Global Finance

xv.  “Best Online Treasury Services in Bahrain (Best Digital Bank Award 2021)” from Global
Finance

xvi.  Best Trade Finance Services in Bahrain (Best Digital Bank Awards 2021)” from Global
Finance

xvii.  “Best in Social Media Marketing & Services in Bahrain (Best Digital Bank Awards 2021)”
from Global Finance

xviii.  “Most Innovative Digital Bank in Bahrain (Best Digital Bank Awards 2021)” from Global
Finance

xix.  “Private Bank of the Year, Bahrain (2021)” from the Banker and Professional Wealth
Management
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xX.  “Best Private Bank of Islamic Services (2021)” from the Private Banker International

3.2 AUB GROUP STRUCTURE AND SHAREHOLDERS

Group structure

The diagram below illustrates the AUB Group structure:

Ahli United Bank BSC
("AUB")

100% 95.7% T4.9%

Ahli United Bank Ahli United Bank Ahli United Bank Ahli United Bank
(UK) PLC (DIFC) Branch (Egypt) SAE K.S.C.P.

(7. Dubai UAE Egypt Kuwait

80.3% 0% 100% 35% 100%
Commercial Bank UBCI Al Ahli Real Estate Ahli Bank SAQOG Al Hilal Life

of Iraq PSC Company W.LL

Irag Libya Balwain Oman Bahrain

l:l Banking Entities

Mon-Banking Entities

Shareholders owning 5% or above as at 31 May 2022

Percentage holding of the
Shareholder’s Name total Issued and paid-up
Share Capital*
Public Institution for Social Security, Kuwait 18.86%
Social Insurance Organization, Bahrain 10.01%
Tamdeen Investment Company 6.04%
Sh. Salem Sabah Al Naser Al Sabah 5.85%
Total shareholding of shareholders’ owning 5% or above 40.76%
Other Shareholders 59.24%

* As per the above-mentioned shareholders’ declarations.

33 DESCRIPTION OF BUSINESS

The AUB Group currently operates through several operating divisions mentioned below:

Retail banking, which covers both conventional and Sharia’a compliant products and services for

individual customers including:

e Deposits

e [oans
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o QOverdrafts
e Credit cards
e Residential mortgages

Corporate banking, which covers capital-intensive activities in risk asset generation and funding
regionally and internationally:

e Corporate and Trade Finance

e Commercial Property Finance

e Acquisition and Structured Finance

e Correspondent Banking

e Sharia’a Compliant Corporate Banking Products

Treasury and investments, which provides money market, trading and treasury services and is also
responsible for the management of the AUB Group’s funding. It covers:

e Money Market Services

e Foreign Exchange Services

e Hedging and Trading Solutions
e Structured Products

e Investment Management

e Sharia’a Compliant Treasury Products

Private banking & wealth management, which generally includes all the low capital-intensive sectors
of the business, offering wealth management services to individuals and institutions based on
performance and a balanced product mix. It covers:

e Private Banking and Asset Management
e Real Estate Fund Management
e Shari’a Compliant Private Banking Products

Risk Management, this division is responsible for the identification, assessment and ongoing control
of all material risks that could affect AUB Group’s business & operations. It covers:

e Risk Management
o Legal
o Compliance

Audit, this division is an integral part of the control environment of AUB Group. The role of audit is
to understand the key risks of the Bank and examine and evaluate the adequacy and effectiveness of the
system of risk management and internal control in order to identify legal, regulatory, or policy
shortcomings.
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Support services, these divisions provide back-end banking services to support ongoing business
activities of AUB Group, as well as supporting AUB Group’s expansion through mergers and
acquisitions. It covers:

e Finance
e Strategic Development
e Information Technology
e Operations
e Services
e Human Resources

34 DIRECTORS

Meshal AbdulAziz Alothman — Non-Executive Director — Director since 19 February 2019. Chairman
of the Board and the Executive Committee. Holds a Bachelor of Science, Marketing with a Minor in
International Studies from the University of South Florida, 1996. Chairman of the Board of Directors,
Ahli United Bank (UK) PLC, United Kingdom; Director General, The Public Institution for Social
Security, Kuwait; Member of The Board of Directors, The Public Institution for Social Security,
Kuwait; Chairman of The Board of Directors, Wafra Intervest Corporation, Bermuda; Member of The
Board of Directors, The Industrial Bank of Kuwait, Kuwait; Member of The Awqaf Affairs Council,
Kuwait Awgaf Public Foundation, Kuwait; Chairman of the Board of Directors, Kuwait Medical City
Co., Kuwait. Formerly: Deputy Director General for Investment and Operations, The Public Institution
For Social Security, Kuwait; Chief Investment Officer, The Public Institution For Social Security,
Kuwait; Member of The Board of Directors, Kuwait Ports Authority, Kuwait. He has held many key
positions in the investment department for 20 years in the Kuwait Fund for Arab Economic
Development and has 25 years of experience covering financial services and investments.

Mohammad Fouad Al-Ghanim — Non-Executive Director — Director since 29 March 2003. Deputy
Chairman of the Board and member of the Executive Committee. Holds a degree, in Business
Administration from Kuwait University, 1993. Vice Chairman and Group Chief Executive Officer of
the Fouad Alghanim & Sons Group of Companies which includes several companies in various fields,
Kuwait; Chairman, Ahli United Bank (Egypt) SAE, Egypt; Chairman, Fluor Kuwait Co. KSC, Kuwait;
Formerly: Board Member, Ahli United Bank Limited, Dubai. Mr. Al-Ghanim is a respected member of
the international business community including World Economic Forum (WEF), The WEF is an
independent international organization committed to improving the state of the world by engaging
business, political, academic and other leaders of society to shape global, regional and industry agendas.
He is an active member in various business forums in Kuwait and abroad. He is also personally
associated with various philanthropic activities particularly with a focus on children’s health, education,
and refugees. 32 years of experience covering corporate management operations, contracting,
manufacturing, trade, real estate and financial.

Abdulghani M.S.Y Behbehani — Independent Director — Director since 29 March 2016. Chairman of
the Audit & Compliance Committee and the Nominating Committee and a Member of the
Compensation Committee. Holds a Bachelor of Science in Mechanical Engineering from Kuwait
University, 1984. Vice Chairman, Noor Financial Investment Co. KSC, Kuwait; Board Member, Al-
Alfain Printing, Publishing & Distribution Co. KSCC, Kuwait; Board Member, Kuwait Insurance Co.
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SAK, Kuwait; Board Member United Beverage Co. KSCC, Kuwait; Chairman, Noor Jordan Kuwait
Financial Investment Co., Jordan; Chairman, Hotels Global Group, Jordan; Director, Mohammad Saleh
& Reza Yousuf Behbehani Co. W.L.L, Kuwait; Director, Behbehani Capital Co. for Selling &
Purchasing Shares & Bonds W.L.L, Kuwait; Manager, Shereen Motor Company W.L.L, Kuwait;
Manager, Behbehani Tire Center Company SPC, Kuwait. Former Board Member, Al-Ahli Bank of
Kuwait KSCP, Kuwait. 38 years of experience covering financial services, trade, engineering and real
estate sectors.

Ahmad Ghazi Al-Abduljalil — Non-Executive Director — Director since 29 March 2016. Member of
the Audit & Compliance Committee and Nominating Committee. Holds a Master’s Certificate in
Project Management from The George Washington University, School of Business, 2009; Certified
Investment and Derivatives Auditor, 2009; Certified International Financial Accountant, 2014;
Certified Professional Internal Auditor, 2015; Certified Merger & Acquisition Specialist, 2016;
Certified Enterprise Risk Manager, 2020; Certified Banking and Credit Analyst, 2021; Certified
Finance Specialist, 2021; Investment Diploma from American University of London, 2009; Bachelor
of Political Science from Kuwait University, 1999; Associate’s Certificate in Project Management from
The George Washington University, School of Business, 2008. Financial Advisor to Director General,
The Public Institution for Social Security, Kuwait; Board Member, Petro Link Holding Co. (K.S.C.C),
Kuwait; Vice Chairman, Kuwait Medical City Co. (K.S.C.C), Kuwait; Member of The International
Centre for Settlement of Investment Disputes (ICSID) Panels of Arbitrators and of Conciliators,
Washington D.C. Formerly: Advisory Board Member, Markaz Real Estate Fund, Kuwait; Board
Member, Al Salmiya Group for Enterprise Development Co. (K.S.C.C), Kuwait; Chairman, United
Marketing and Organizing Exhibitions (K.S.C.C), Kuwait; Vice Chairman, Arab Gulf Company for
food & Supermarket (S.A.K.C), Kuwait. 23 years of experience covering financial services, trading,
real estate and manufacturing sectors.

Abdullah Al Mudhaf — Independent Director — Director since 29 March 2018. Chairman of the
Compensation Committee and a member of the Audit & Compliance Committee and Nominating
Committee. Holds a Bachelor Degree in Arts Business Administration (E-Commerce & Info System)
from Seattle University USA, 2005. Managing Director and Partner, AM Holding Group, Kuwait,
Executive Director, Ruby’s Café Restaurant Management and Catering Services, Kuwait; General
Manager, Big Bang Restaurant Management and Catering Services, Kuwait and General Manager,
Flain Gulf General Trading Company, Kuwait. Formerly: Independent Board Member, YIACO
Medical Company, Kuwait; Senior Director, International Brokerage Division, Kuwait & Middle East
Financial Investment Company (KMEFIC), Kuwait. He has 16 years of experience covering financial
services and Entrepreneur — Private Sector Development.

Jamal Abdel Razzaq Al-Naif — Independent Director — Director since 29 March 2018. Member of the
Audit & Compliance Committee, and the Nominating Committee, and the Compensation Committee.
Holds Bachelor of Science Degree in (Economics) from Bradley University, USA, 1980. Independent
Director, Lakemore Partners (DIFC) Limited, Dubai. Formerly: Regional Head, Middle East, Africa &
Central Asia, Pictet Asset Management, DIFC, Dubai; Managing Partner, Safanad SA DIFC, Dubai;
Managing Director, Regional Head, MENA, Credit Suisse Asset Management, Dubai; Member of
Credit Suisse MENA Operating Committee, Dubai; Managing Director, Regional Head MENA, Citi
Alternative Investments, Citibank N.A., London; Founder and Managing Partner Al-Naif Consulting,
Amman, Jordan; Head of Middle East Fixed Income Sales, Lehman Brothers, London; VP, Head of
European and Middle East Sales, Head of Emerging Market Sales Europe, Member of Citibank Global
Capital Markets Committee, Citibank N.A., London; VP, Head of Corporate Treasury, Gulf
International Bank B.S.C., Bahrain; AVP, Middle East Currencies Trading and Head of Corporate
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Treasury Desk, Citibank N.A., Bahrain, Executive Trainee, Citibank N.A. Treasury, Bahrain. 41 years
of experience in financial service sector.

Khalid Mohamed Najibi — Non-Executive Director — Director since 23 April 2019. Member of the
Executive Committee. Holds a Bachelor Degree in Business Administration (with major in Finance)
from BA Schiller International University, UK, 1990; Passed CPA 1993 (from The American Institute
of CPA), United States. Founding Member and Managing Director, Najibi Investment Co. B.S.C(c),
Director/Co-Owner, Al Souq Group W.L.L., First Vice Chairman, Bahrain Chamber of Commerce and
Industry (BCCI) (NGO), Board Member, Social Insurance Organisation (SIO), Chairman, Osool Asset
Management B.S.C. (¢); Chairman, Bahrain Marina Co., Board Member, Ahli United Bank (UK) PLC,
Board Member, Bahrain Tourism and Exhibitions Authority (BTEA), Kingdom of Bahrain, Board
Member, King Fahad Causeway Authority (KFCA), and Board Member of Arab British Chamber of
Commerce (ABCC). Formerly: Vice Chairman, Managing Director/Chief Executive Officer, Capital
Management House B.S.C. (c), Vice Chairman of Ibdar Bank, Board Member, & Chairman of
Executive Committee of Bahrain Islamic Bank, Board Member of Gulf Finance House, Board Member
of First Energy Bank, Board Member of QInvest Regulated by QFC in Qatar; Board Member & Member
of Executive Committee of Arbah Capital Regulated by CMA in Kingdom of Saudi Arabia. Also, Board
Member & Chairman of Executive Committee of Crown Industries & Bahrain Scrapmould; Board
Member of Skaugen Gulf Petchem Carriers. 31 years of experience covering investments & real estate
development, Islamic banking both wholesale and retail.

35 BAHRAIN MARKET OVERVIEW
(a) Overview of the Bahrain economy'’

Since late 2021, the global economy witnessed the rapid spread and the relatively effective containment
of the Omicron COVID-19 variant, followed by the Russian invasion of Ukraine. More than 55% of
Bahrainis are fully vaccinated against COVID-19, which resulted in less severe cases and restrictions
easing in February 2022, supporting economic recovery.

Non-o0il GDP is expected to grow by 2.1% in 2022, considering inflationary pressure, which is expected
to constrain consumer spending from Q2 2022 onward. Following aggregate price fall in both 2020 and
2021, inflation is expected to average 3.0% in 2022.

Oil GDP is expected to grow by 6.0% in 2022 on the back of surging oil prices, with Brent crude price
rising above USD 120 per barrel (in March 2022) due to supply concerns from Russia and rising
demand.

Consequently, Bahrain GDP is expected to grow by 2.8% in 2022, compared to 1.9% in 2021.

To attract further foreign investments, Bahrain has introduced a new “Golden Residency Visa”. This is
intended to support Bahrain in meeting its target of USD 2.5 billion foreign direct investments by 2023.
The scheme is expected to attract more affluent and wealthier individuals to live and invest in Bahrain.

In addition, with the objective to diversify revenues and manage the fiscal balances, Bahrain has
increased the VAT rate to 10% (effective 1 January 2022), which was initially introduced in 2019.

Bahrain’s budget remains in deficit, but it has narrowed in 2021 thanks to the GDP expansion. However,
public debt level remains high (above 100% GDP) and thus will remain an area of focus going forward.

19 Source: Oxford Economics — Country Economic Forecast | Bahrain — 6 March 2022
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The infrastructure pipeline is healthy, with notable mega-projects under way (e.g., Bahrain Petroleum
Company and the airport modernization). Projects are supported by the GCC Development Fund (USD
10 billion). Bahrain has been receiving a support package from GCC since 2018. The USD 10 billion
package is intended to help the Government balance its finances and support various infrastructure
projects as just stated.

(b) Overview of the Bahraini banking sector!!

Sector overview

Bahrain is one of the primary financial hubs in the Middle East. International financial institutions
operate in Bahrain without impediments. The Central Bank of Bahrain regulates the banking and
insurance sectors. Legal, regulatory, and accounting systems in the financial sector (onshore and
offshore) are transparent and consistent with international norms.

The total amount of credit given to the private sector (business and personal) by retail banks witnessed
a boost with a 4.7% YoY increase moving from USD 27.7 billion to 29.0 in 2021. The deposit base also
witnessed growth too (+10.6% YoY) reaching USD 49.7 billion in 2021, with 75.5% being domestic
deposits growing at 4.2% YoY increase. Personal loans and business loans experienced 8.3% and 0.3%
YoY growth respectively.

Bahrain’s position as a regional financial centre has been essential to the development of its economy
where the financial sector has come to play a significant role in economic activity and employment
creation. The financial sector is currently the largest non-oil contributor to GDP representing 17.3% of
real GDP in 2020 showing an increase from the 16.1% in 2019 and 16.9% in 2018. In Q2 of 2021, the
financial sector represented 17.8% of real GDP.

The size of the assets of the banking sector in Bahrain was USD 217.5 billion as of 31 December 2021
(6.3 times of the GDP). Retail banking total assets continued growing to reach USD 99.4 billion in
2021, wholesale banking sector showed an increase to USD 118.1 billion, and Islamic banking sector
assets (which represent 15.9% of the total banking sector assets) increased to USD 34.6 billion.

Figure 1: Evolution of the balance sheet of the banking sector in Bahrain

Banking System (USD billion) | 189.3 | 191.0 | 186.1 | 187.4 | 192.6 | 204.9 | 207.4 | 217.5
times GDP 5.7x | 6.1x | 58x | 53x |51x |54x |60x |63x
Retail Banks (USD billion) 80.0 82.2 83.0 83.5 86.6 94.1 943 99.4
times GDP 24x | 26x |26x |24x |23x |25x |27x |29x
Wholesale Banks (USD billion) | 109.3 | 108.8 | 103.0 | 104.0 | 106.0 | 110.8 | 113.1 | 118.1
times GDP 33x [ 35x [32x [29x |28x |29x |33x |34x
Islamic Assets (USD billion) 249 253 26.3 26.7 27.9 32.1 31.6 34.6
times GDP 0.7x [08x [08x |08x |07x |08x |08x |10x

Source: CBB Monthly Statistical Bulletins

Competitive landscape'’

! Source: Central Bank of Bahrain’s Financial Stability Report September 2021; CBB Monthly Statistical Bulletins
2 Source: Central Bank of Bahrain’s Financial Stability Report September 2021; CBB Monthly Statistical Bulletins
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As of end of June 2021, there were 366 licenses issued by CBB (bank and non-bank financial
institutions). The banking sector in Bahrain was made up of 90 banks, categorized as follows:

XXI.
XXil.
XX1il.
XXI1V.
XXV.
XXVI.
XXVII.

XXVIil.

Retail banks:

30 retail banks

24 conventional banks (7 locally incorporated and 17 branches of foreign banks)
6 Islamic retail banks

Wholesale banks:

60 wholesale banks

49 conventional banks(13 locally incorporated and 36 branches of foreign banks)

11 Islamic wholesale banks

The 276 non-banking financial institutions operating in Bahrain include investment business firms,
insurance companies (including Takaful and Re-Takaful firms), representative offices and specialized
licenses.
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Figure 2: Ranking of main Bahrain banks by total assets 2021 (in USD billion)

41.9

AUB Al Baraka National Bank of Ithmaar Al Salam Bahrain Khaleeji
Bank of Bahrainand Holding Bank Bahrain Islamic Bank Commercial
Bahrain Kuwait Bank
Source: SNL

Figure 3: Ranking of main Bahrain banks by net income after distribution to perpetual Tier-1 Capital
securities 2021 (in USD million)

568

AUB National Bank of Al Baraka Al Salam Ithmaar Khaleeji Bahrain
Bank of  Bahrain and Bank Bahrain Holding  Commercial Islamic Bank
Bahrain Kuwait Bank
Source: SNL
Deposits'

Bahrain's banks are largely deposit-funded with a favourable loan-to-deposit ratio of 78.8 % as of
December of this year, with 75.5% of deposits that were domestic in nature. Furthermore, funding
requirements for banks in Bahrain have remained somewhat low due to modest loan expansion.

However, while funding has been stable, large concentrations of deposits from single depositors and
high volumes of foreign-currency liabilities remain vulnerabilities, although most of the funds are stable
and come from neighbouring GCC countries.

Assets

The retail banking sector (including Islamic Banks) experienced an increase from USD 94.3 billion as
of the end of December 2020 to USD 99.4 billion in December 2021.

3 Source: Moody’s — Banking system Outlook — Bahrain — 26-Apr-2022



As of 2021, 59.2% of the retail banking assets (including Islamic banks) were domestic. GCC
represented 23.7% in 2021. Western Europe and Americas contributed 8.3% combined. This
demonstrates that the retail banking sector in Bahrain is relatively exposed to foreign risk from GCC
countries and lightly exposed to Europe and Americas.

Figure 4 —Retail banking assets 2021 break-down by geographies (including Islamic banks)

5% 1%

m Bahrain

3% = GCC
0

m Other Arab Countries
= Americas
24% 59% Western Europe

= Asia

m Other

Total: USD 99,399m

Source: CBB Monthly Statistical Bulletin

The wholesale banking sector experienced an increase from USD 113.1 billion as of the end of
December 2020 to USD 118.1 billion in December 2021.

As of 2021, 14.6% of the wholesale banking assets were domestic. GCC represented 32.0% in 2021.
Western Europe and Americas contributed 39.4% combined. This demonstrates that the wholesale
banking sector in Bahrain is significantly exposed to foreign risks, especially from the GCC, Western
Europe and Americas.

Figure 5: Wholesale banking assets 2021 break-down by geographies
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=GCC
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= Asia

m Other
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Total: USD 118,103m
Source: CBB Monthly Statistical Bulletin

Lending

Retail banking (including Islamic banks) lending reached USD 29.0 billion in 2021 (up 4.7% YoY).
The lending exposure is split between Business Sector (49.0% of outstanding loans and advances to
non-Bank residents in 2021), General Government (4.2%), and Personal Sector (46.9%) as outlined in
the figure below.

Figure 6. Retail banking lending 2021 broken-down by segment (including Islamic banks, to non-bank
resident)

= Business Sector

0,
47% 49% = General Government

= Personal Sector

4%

Total: USD 29,006m

Source: CBB Monthly Statistical Bulletin

Within the Business Sector, the most dominant sectors are Construction & Real Estate representing
37.6% (of outstanding wholesale loans and advances to non-Bank residents in 2021), and
Manufacturing (24.1%).

Figure 7: Lending distribution (as % of retail banking loans to business sector 2021, to non-bank
resident)
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10% = Manufacturing

4% 24% . .
3% = Mining & Quarrying
3% m Agriculture, Fishing & Diary
= Construction & Real Estate
1%
—_— |

— 0% Trade

17% = Non-Bank Financial

= Transport
m Hotels & Restaurants

38% m Other Sectors

Total: USD 14,205m

Source: CBB Monthly Statistical Bulletin

In the Retail Sector, Mortgages are the largest exposure representing 44.2% of the retail loans, and
advances to non-Bank residents in 2021.

Figure 8 — Lending distribution (as % of retail banking loans to personal sector 2021, to non-bank
resident)

1%

= Secured - by mortgages
= Secured - vehicle title
44% = Secured - by deposits

= Secured - salary
assignment

38% Credit Card Receivables

= Other

3% 2%

Total: USD 13,592m

Source: CBB Monthly Statistical Bulletin
Sector performance

The banking sector was able to weather challenges brought in by the COVID-19 pandemic with CBB
policy and government support which helped maintain the stability in the sector. The capital adequacy
ratio (CAR) for the banking sector stood at 18.6% in 2021. The NPL ratio decreased to 3.2% in 2021.
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Return-on-assets increased to 1.1% in 2021 (from 0.7% in 2020), return-on-equity increased to 7.8%
from 2.6% over the same period. Liquidity positions remained strong as liquid assets as a proportion of
total assets stood at 26.5% in 2021.

COVID-19

CBB implemented a series of policies to mitigate risks such as capital, liquidity, and credit quality to
the banking system. Key policy responses (including fiscal, monetary, and macro-financial) were issued
to mitigate any implications on customers of financial services, financial institutions, and merchants
affected by COVID-19, in addition to protecting the stability of the financial sector in Bahrain.

The evolving nature of the pandemic and the associated economic uncertainty led to a variety of policies
by the CBB as outlined below.

Figure 9 — Classification of Policy Measures Taken by the CBB During the COVID-19 Pandemic

Health, Security and Working Operations Risk and Business
Arrangements Continuity Measures
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Lending and Funding Support
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" |ncreasing banks’ lending ~ .
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capacity requirements

Source: Central Bank of Bahrain’s Financial Stability Report September 2021

CBB issued four loan deferral options since the beginning of the pandemic:

xxix.  Phase 1: Announced at the end of March 2020 for six months (March 2020 until August 2020).

xxx.  Phase 2: Announced at the end of September 2020 for four months (September 2020 until
December 2020) unless the borrower agreed to pay within a shorter period.

xxxi.  Phase 3: Announced at the end of December 2020 for six months (January 2021 until June
2021) unless the borrower agreed to pay within a shorter period.

xxxii.  Phase 4: Announced at the end of May 2021 for six months (July 2021 until December 2021)

unless the borrower agreed to pay within a shorter period.
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4. RISK FACTORS

In deciding whether to vote in favour of the resolutions to be proposed at the KFH GM, KFH
Shareholders should carefully read this document and consider the risk factors set out in this section.
Additional risks and uncertainties not presently known to KFH, or which KFH currently consider to be
immaterial, may also have an adverse effect on the KFH Group.

4.1 RISKS RELATING TO THE ACQUISITION

(a) Regulatory authorities may delay or prevent the Acquisition taking place, which may
diminish the anticipated benefits of the Acquisition

The Acquisition is subject to certain risks and uncertainties, including the inability of KFH and AUB
to obtain the necessary resolutions, approvals and other relevant consents (regulatory, governmental, or
otherwise) as necessary for the implementation of the Acquisition. Any delay in obtaining the required
approvals may also postpone the execution of the Acquisition, which KFH currently expects to take
place during the course of Q3 2022. The failure to conclude the Acquisition as currently planned could
result in KFH not obtaining the anticipated benefits of the Acquisition. The Acquisition requires the
receipt of consents and approvals from regulatory and statutory authorities including receipt of the CBB
and CBK final approvals, receipt of the CMA approval for the issuance of the New KFH Shares, and
receipt of any other approval required from any regulatory or statutory authority as may be determined.
Although KFH intends to pursue vigorously all required regulatory consents and approvals, and
although it is not aware of any reason why it would not be able to obtain the necessary approvals in a
timely manner, these approvals may not be granted or may be delayed. Any delay or prevention in the
consummation of the Acquisition may diminish anticipated benefits or may result in additional
transaction costs, loss of revenue or other effects associated with uncertainty about the Acquisition.

(b) If the conditions to, and the procedural requirements of, the Acquisition (set out in Section
6 (Terms and Conditions of the Acquisition) of this document) are not satisfied, the
Acquisition may not take place or may be delayed

The Acquisition is conditional on a number of conditions as set out in Section 6 (Terms and Conditions
of the Acquisition) of this document. If any of these conditions are not satisfied, then there is a risk that
the Acquisition will not take place. Further, in order to implement the Acquisition, the procedural
requirements set out in Section 6 (Terms and Conditions of the Acquisition) of this document must be
satisfied. If any such requirement is not satisfied, then the Acquisition will not take place (or, in certain
circumstances, the implementation of the Acquisition may be delayed). Any of the foregoing events
may have a negative impact on the existing value of the KFH Shares.

(©) The KFH Group may fail to realise the anticipated cost savings, growth opportunities,
synergies and other benefits anticipated from the Acquisition

The KFH Group may fail to achieve the synergies that it anticipates will arise from the Acquisition.
The success of the Acquisition will depend, in part, on the KFH Group’s ability to realise anticipated
cost savings, revenue synergies and growth opportunities from integrating the businesses of KFH and
AUB. The KFH Group expects to benefit from synergies resulting from the consolidation of
capabilities, rationalisation of operations and headcount, greater efficiencies from increased scale and
market integration, and organic growth. In particular, the KFH Group’s ability to realise anticipated
synergies and the timing of this realization may be affected by a variety of factors, including but not
limited to:
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i.  its broad geographic areas of operations and the resulting potential complexity of integrating
KFH’s and AUB’s corporate and regional offices;

ii.  the difficulty of implementing its cost saving plans; and

iii.  unforeseeable events, including major changes in the markets in which KFH and AUB operate.

The KFH Group may incur higher than expected integration, transaction and Acquisition-related costs.
In addition, KFH will incur legal, accounting and transaction fees and other costs related to the
Acquisition. Some of these costs are payable irrespective of whether the Acquisition is completed and
such costs may be higher than anticipated.

(d) Trading prices of the KFH Shares and the AUB Shares may be volatile until the
Acquisition takes place

Given the awareness in the market of the Acquisition, it is likely that there will be increased volatility
in the share price of the KFH Shares and the AUB Shares until the Acquisition is finalised.

(e) Risks relating to the Exchange Ratio

The Exchange Ratio has been calculated on the basis of, amongst other things, certain internal financial
information and other data relating to the business and financial prospects of the Banks, including
estimates and financial forecasts together with certain pro-forma effects of the Acquisition on the
Banks’ respective financial statements and certain estimates of synergies. In calculating the Exchange
Ratio, the financial forecasts, estimates, pro-forma effects and calculations of synergies have been
reasonably prepared on a basis reflecting the best currently available estimates as to the future
performance of the Banks, such pro-forma effects and such synergies. Additionally, the future financial
forecasts and estimates, including synergies, referred to above will be realised in the amounts and time
periods contemplated thereby. If a material variation is to take place with respect to all or any of these
assumptions, this could materially affect the valuations of the Banks and the Exchange Ratio may not
accurately reflect the values of the respective companies.

4.2 RISKS RELATING TO THE KFH SHARES
(a) General volatility of KFH Share price and realisation of investment

The trading price of the KFH Shares following implementation of the Acquisition may be subject to
wide fluctuations in response to a number of factors, specific to the KFH Group or otherwise, such as
variation in operating results, changes in financial estimates, changes in credit ratings,
recommendations by securities analysts, the operating and news reports relating to trends in the KFH
Group’s markets. These factors may affect the trading price of the KFH Shares regardless of the KFH
Group’s operating performance. KFH Shareholders should be aware that the value of the KFH Shares
(including the New KFH Shares) and the income from them can increase or decrease as is the case with
any other investment in listed securities.

(b) Risks relating to the trading patterns for the KFH Shares relative to historic trends

The shareholders of KFH should be aware that the historic trading patterns of the KFH Shares are
independent of, and may bear no resemblance whatsoever to, the trading patterns of the KFH Shares
following implementation of the Acquisition.

(©) Future sales of KFH Shares by substantial shareholders in KFH may affect the market
price of the KFH Shares
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Sales, or the possibility of sales, of substantial numbers of KFH Shares owned by substantial
shareholders in KFH following the Acquisition could have an adverse effect on the market price of the
KFH Shares.

4.3 RISKS RELATING TO THE KFH GROUP’S BUSINESS
(a) The KFH Group will face significant competition in its business

The banking sector is highly competitive. The KFH Group will face competition from various local and
multinational banks and financial institutions. This may affect the KFH Group’s business and results of
operations. The KFH Group’s financial performance is affected by general economic conditions. Risks
arising from changes in credit quality and the recoverability of amounts due from borrowers and
counterparties are inherent in banking businesses. Adverse changes in global economic conditions, or
arising from systemic risks in the financial systems, could affect the recovery and value of the KFH
Group’s assets and require an increase in the KFH Group’s provisions. KFH currently uses various
hedging strategies to minimise risk. However, there can be no guarantee that such measures will
eliminate or reduce such risks of the KFH Group.

(b) Risks relating to the KFH Group’s income and dividend paying capacity

The KFH Group profitability may be impacted by various factors affecting its distributable reserves and
consequently dividends payable to shareholders. In addition, the capacity of the KFH Group to pay
dividends may also be constrained by prevailing regulatory capital requirements and capital and risk-
weighted ratios imposed on the KFH Group from time to time by the CBK, non-Kuwaiti regulators or
other governmental agencies, together with prevailing rating agency considerations as to the rating of
the KFH Group.

(©) Failure to attract and retain key personnel may adversely affect the KFH Group’s ability
to conduct its business

The KFH Group’s future success depends, in large part, upon its ability to attract and retain highly
qualified professional personnel. Competition for key personnel in the various localities and business
segments in which the KFH Group operates is intense. The KFH Group’s ability to attract and retain
key personnel, in particular senior officers, will be dependent on a number of factors, including
prevailing market conditions and compensation packages offered by companies competing for the same
talent. There is no guarantee that the KFH Group will have the continued service of key employees who
will be relied upon to execute its business strategy and identify and pursue strategic opportunities and
initiatives. In particular, the KFH Group may have to incur costs to replace senior executive officers or
other key employees who leave, and the KFH Group’s ability to execute its business strategy could be
impaired if it is unable to replace such persons in a timely manner.

(d) Risks related to the KFH Group’s business being dependent on its information and
technology systems which are subject to potential cyber-attack

Cyber-security has become an increasingly important consideration for financial institutions. The
quantity of sensitive information stored by financial institutions makes them potential targets of cyber-
attacks. Risks to technology and cyber-security change rapidly and require continued focus and
investment and the KFH Group will need to act accordingly and take appropriate steps on an on-going
basis to combat such threats and minimise such risks. Given the increasing sophistication and scope of
potential cyber-attack, it is however possible that future attacks may lead to significant breaches of
security. Failure to adequately manage cyber-security risk and continually review and update current
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processes in response to new threats could adversely affect the KFH Group’s reputation, business,
results of operations, financial condition and prospects.

(e) Employee misconduct could harm the KFH Group and is difficult to detect

Misconduct by employees of the KFH Group could result in binding the KFH Group to transactions
that exceed authorised limits or present unacceptable risks, or concealing from the KFH Group
unauthorised or unsuccessful activities which, in each case, may result in unknown and unmanaged
risks or losses. Employee misconduct could also involve the improper use or disclosure of confidential
information which could result in regulatory and legal sanctions and significant reputational and/or
financial harm and could have a material adverse effect on the KFH Group’s results, operations or
financial condition. It is not always possible to deter employee misconduct, and the precautions the
KFH Group takes to prevent and deter any such activity may not be effective in all cases.

® The KFH Group’s business entails operational risks

The KFH Group is exposed to operational risks, which is the risk of loss resulting from inadequacy or
failure of internal processes or systems or from external events. The KFH Group is susceptible to,
amongst other things, fraud by employees or outsiders including unauthorised transactions, operational
errors and clerical and record keeping errors resulting from faulty computer or telecommunications
systems. Although the KFH Group maintains a system of controls designed to monitor and control
operational risk, there is no guarantee that the KFH Group will not suffer losses from any failure of
these controls to detect or contain operational risk in the future. Consequently, any inadequacy of the
KFH Group’s internal processes or systems in detecting or containing such risks could result in
unauthorised transactions and errors, which may have a material adverse effect on the KFH Group’s
business, financial condition and results of operations.

(2) Risks relating to credit

Risks arising from adverse changes and recoverability of loans, securities and amounts due from
counterparties are inherent in a wide range of the KFH Group’s activities principally in its lending and
investment activities. Credit risks could arise from a deterioration in the credit quality of specific
borrowers, issuers and counterparties of the KFH Group, or from a general deterioration in local or
global economic conditions which could affect the recoverability and value of the KFH Group’s assets
and require an increase in the KFH Group’s provisions for the impairment of loans, securities and other
credit exposures.

(h)  Liquidity risk

Liquidity risk could arise from the inability of the KFH Group to anticipate and provide for unforeseen
decreases or changes in funding sources which could have adverse consequences on the KFH Group’s
ability to meet its obligations when they fall due.

(i) Risks related to failure or delay in converting the AUB business in Bahrain, Egypt, Iraq
and the United Kingdom to be Sharia’a compliant

The businesses and revenues of the KFH Group may be impacted by failure or delay in converting the
AUB business in Bahrain, Egypt, Iraq and the United Kingdom to Sharia’a compliant. This may have
adverse impact on the profitability of the KFH Group.
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3g) Conversion of AUB Kuwait to a digital bank may be challenging from a regulatory
perspective

Although the conversion has been introduced as part of CBK conditional approval, the finalization of
legal set up and regulatory framework may cause issues and delays in implementing the conversion,
therefore affect the synergies and cost efficiencies.

4.4 RISKS RELATING TO THE MENA REGION, KUWAIT AND BAHRAIN

(a) Kuwait and Bahrain have a commodity and services economy based in the Middle East
and are developing their other industries

The majority of each of KFH and AUB’s operations are in Kuwait and Bahrain and accordingly their
business and results of operations are, and will continue to be, generally affected by the financial,
political and general economic conditions prevailing from time to time in Kuwait and Bahrain and/or
the Middle East generally.

These markets are subject to risks similar to other developed and developing markets, including in some
cases significant legal, economic and political risks.

(b) Continued instability and unrest in the MENA region may adversely affect the economies
in which KFH and AUB operate

Although both Kuwait and Bahrain have enjoyed significant economic growth in recent years, there can
be no assurance that such growth or stability will continue. This is particularly so in light of significant
adverse financial and economic conditions experienced worldwide commencing in early 2008. Since
that time, there has been a slowdown or reversal of the high rates of growth that had been experienced
by many countries within the GCC. Consequently, certain sectors of the GCC economy such as financial
institutions that had benefitted from such high growth rates, have been adversely affected by the crisis.

These challenging market conditions have historically resulted in reduced liquidity, greater volatility,
widening of credit spreads and lack of price transparency in credit and capital markets. The KFH
Group’s businesses and financial performance may be affected by the financial, political and general
economic conditions prevailing from time to time in Kuwait, Bahrain and the Middle East.

(©) Risks arising from uncertainties relating to the legal and regulatory systems in certain of
the countries in which the KFH Group will operate after the Acquisition

Some of the countries in which KFH and AUB currently operate (and where the KFH Group will operate
after the Acquisition takes place) are in various stages of developing institutions and legal and
regulatory systems. Some of these countries are also in the process of transitioning to a market economy
and, as a result, are experiencing changes in their economies and their government policies (including,
without limitation, policies relating to foreign ownership, repatriation of profits, property and
contractual rights) that may affect the KFH Group’s investment in those countries.

The procedural safeguards of the legal and regulatory regimes in these countries are still developing
and, therefore, existing laws and regulations may be applied inconsistently. There may be ambiguities,
inconsistencies and anomalies in the interpretation and enforcement of laws and regulations. All of
these factors could affect the KFH Group’s ability to enforce its rights under its contracts or to defend
itself against claims by others.



129

(d) Risks arising from unlawful or arbitrary governmental action

Governmental authorities in many of the countries in which the KFH Group will operate may have a
high degree of discretion and, at times, act selectively or arbitrarily, without hearing or prior notice, and
sometimes in a manner that is contrary to law or influenced by political or commercial considerations.
Such governmental action could include, amongst other things, the withdrawal of certain exemptions
and dispensations granted by various regulatory authorities in connection with the Acquisition, the
expropriation of property without adequate compensation or limitations on repatriation of profits and/or
dividends. Any such action taken could have an adverse effect on the KFH Group’s business, financial
condition and results of operations.

(e) Risks associated with regulatory changes

Each of KFH and AUB are subject to a number of prudential and regulatory controls designed to
maintain the safety and soundness of banks, ensure its compliance with economic, social and other
objectives and limit their exposure to risk. These regulations include Kuwaiti and Bahraini laws and
regulations, as well as the laws and regulations of the other countries in which each of KFH and AUB
operate (and the KFH Group will operate after the Acquisition takes place). Such regulations may limit
the KFH Group’s ability to lend to a single borrower or group of related borrowers, increase its
loan/financing receivable portfolios or raise capital or may increase its cost of doing business.

Any changes in such laws and regulations and/or the manner in which they are interpreted or enforced
may have a material adverse effect on the KFH Group’s business, results of operations, financial
condition and prospects.

® Risks relating to overseas shareholders

KFH Shareholders who are not resident in Kuwait or who are nationals or citizens of other jurisdictions
(overseas shareholders) may face particular risks in relation to their shareholding. For example, if KFH
were in future to make an offer of its shares to existing shareholders, the ability of overseas shareholders
to participate in such further offering may be affected by the laws of relevant jurisdictions as a result of
KFH’s inability to guarantee compliance with all necessary requirements of those jurisdictions.

4.5 RISKS RELATING TO THE GLOBAL ECONOMY
(a) Recovery from the COVID-19 impact

The outbreak of COVID-19 on a global scale had an effect on investment sentiment and resulted in
sporadic volatility in global markets. COVID-19 was first identified in Wuhan, Hubei Province, China
in late 2019 and spready rapidly around the globe. This resulted in countries around the world, including
Kuwait, imposing varying levels of restrictions, which aimed to reduce in-person interactions. These
measures, designed to slow the spread of COVID-19, resulted in significant reductions in economic
activity globally. It remains unclear how long existing restrictions will be in place, the duration of
possible future restrictions and what their ultimate impact will be on global and local economies.

COVID-19 resulted in temporary closures of many businesses which led to a number of precautionary
measures across the globe. The curfews and lockdown measures and slower economic activity in
Kuwait, particularly during the Q2 of 2020, had a significant adverse impact on the banking sector,
including on KFH. Lower transaction volumes resulted in lower fees and commission income while the
impact of non-oil GDP contraction, lower oil prices and lockdown measures increased the level of
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uncertainty around cash flows for certain customers of KFH, which led to a significant increase in
provision charges in 2020 compared to 2019.

Although the pandemic has slowed down, there remains to be a potential significant risk of future
mutations of the virus that may lead to the reintroduction of precautionary measures and closures. The
extent of COVID-19’s impact on KFH’s business, results of operations, and financial condition, as well
as its regulatory capital and liquidity ratios, is difficult to quantify, however, KFH continues to closely
monitor the impact of the pandemic on the global economy, on the countries in which KFH operates,
on KFH’s clients and on KFH itself. The pandemic led to a number of adjustments to specific elements
of KFH’s operations and customer exposures including loan tenor extensions and adjustments to loan
and credit card instalments. The actual impacts will depend on future events that are highly uncertain,
including the extent, severity, and duration of the COVID-19 pandemic, and on the effectiveness of
actions and measures taken by governments, monetary authorities, and regulators over the long term.

(b) Russia / Ukraine War

In February 2022, Russia launched a large-scale invasion of Ukraine. The extent and duration of the
military action, resulting sanctions and future market disruptions in the region are extremely difficult
to predict, but could be significant and may have a severe adverse effect on the region. Among other
things, the conflict has resulted in increased volatility in the markets for certain securities and
commodities, including oil and natural gas, and other sectors.

Following the invasion of Ukraine, the EU and countries like the United States, United Kingdom,
Switzerland, Canada, Japan, Australia and some other countries and international organizations have
imposed broad-ranging economic sanctions on Russia and certain Russian individuals, banking entities
and corporations as a response to Russia’s invasion of Ukraine. In March 2022, the United States
announced that it would ban imports of oil, natural gas and coal from Russia. The impact of this
announcement on commodities and futures prices is difficult to predict and depends on a number of
factors, including whether other countries act in the same manner, but such impact could be significant.

Actual and threatened responses to Russia’s invasion, as well as a rapid peaceful resolution to the
conflict, may also impact the markets for certain commodities, such as oil and natural gas, and may
have collateral impacts, including increased volatility, and cause disruptions to availability of certain
commodities, futures prices and the supply chain globally. At this time, the situation is rapidly evolving
and may evolve in a way that could have a negative impact on KFH and the banking sector as a whole
in the future.

©) Global supply chain shortages

COVID-19 has severely affected economies and financial markets since 2020. The introduction of
lockdown measures and other restrictions internationally has cause economies around the world to
contract. This resulted in a decline in trade, production capabilities and caused disruptions to supply
chains. An example of the supply chain disruption is the shortage of consumer goods such as
semiconductors which caused delays in the production of telephones and automobiles. Furthermore,
KFH’s business, operations, and cash flows may be significantly affected by any negative impact on
the global economy, capital markets, or supply chain resulting from the conflict in the Ukraine or any
other geopolitical tensions.
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5. HISTORICAL FINANCIAL INFORMATION

PART A
HISTORICAL FINANCIAL INFORMATION OF KFH

Three years ended 31 December 2019, 31 December 2020 and 31 December 2021

The consolidated financial statements of KFH for the years ended 31 December 2019, 31 December
2020 and 31 December 2021 are available on KFH’s website at (www.kfh.com) and are incorporated
into this document by reference. The financial statements have been prepared in accordance with IFRS
as adopted for use by the State of Kuwait. Ernst & Young and Deloitte have performed audits in
accordance with International Standards on Auditing and have issued audit reports on the financial
statements for the years ended 31 December 2019, 31 December 2020 and 31 December 2021. Each
such audit report was unqualified.

PART B
HISTORICAL FINANCIAL INFORMATION OF AUB

Three years ended 31 December 2019, 31 December 2020 and 31 December 2021

The consolidated financial statements of AUB for the years ended 31 December 2019, 31 December
2020 and 31 December 2021 are available on AUB’s website at (www.ahliunited.com) and are
incorporated into this document by reference. The financial statements have been prepared in
accordance with [FRS and in conformity with the Bahraini Commercial Companies Law and the Central
Bank of Bahrain and Financial Institutions Law. Emnst & Young has performed audits in accordance
with International Standards on Auditing and has issued audit reports on the financial statements for the
years ended 31 December 2019, 31 December 2020 and 31 December 2021. Each such audit report was
unqualified.
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6. TERMS AND CONDITIONS OF THE ACQUISITION

PART A
CONDITIONS

The implementation of the Acquisition will be subject to the fulfilment or waiver by KFH, where
applicable, of the following Conditions Precedent. For the avoidance of doubt, the Acquisition shall not
become unconditional unless a number of Conditions Precedent are fulfilled or, where applicable,

waived by KFH. Following is an indicative list of the Conditions Precedent, which remains under
discussion with, and is subject to the final approval of, the CBB and AUB:

1.

2.

receipt of the Requisite Acceptances;

receipt of all regulatory and statutory approvals, exemptions and/or waivers in connection with
the Offer and the acquisition of up to 100% of the issued ordinary shares of AUB, including
receipt of the CBB and CBK final approvals, exemptions and/or waivers required to implement
the Offer, receipt of the CMA approval for the issuance of the New KFH Shares, receipt of the
final approval from the PRA (UK) on the application in respect of the change of AUB’s
controller resulting from the Acquisition, and receipt of any other approval required from any
regulatory or statutory authority as may be determined;

following receipt of acceptances in respect of AUB Shares representing at least 90% of the total
issued share capital of AUB, KFH successfully completing a cross-listing on BB in line with
the applicable rules and regulations of the CBB and BB;

no material breach of the warranties given by KFH and AUB in the implementation agreement
(to be entered into between KFH and AUB) having occurred prior to the first Business Day on
which all of the Conditions at Clauses 6.1 to 6.3 have been satisfied or, as applicable, waived
(provided, however, that if such breach is capable of remedy, and is remedied to the reasonable
satisfaction of the non-breaching party prior to such date, this Condition Precedent shall not be
deemed unsatisfied solely as a result of such breach); and

no Material Adverse Effect having occurred prior to, and being continued as at, the first
Business Day on which all of the Conditions at Clauses 6.1 to 6.3 have been satisfied or, as
applicable, waived,

(the Conditions Precedent).
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PART B
PROCEDURAL REQUIREMENTS

Eligible AUB Shareholders who wish to accept the offer would submit the completed acceptance and
transfer form in accordance with the procedures and requirement that will be set out in the Offer
Document.

Subject to receipt of the Requisite Acceptances, KFH intends to acquire AUB Shares which are owned
by the Dissenting Shareholders (pursuant to Article 319 bis I of the Commercial Companies Law, and
Article TMA-3.4.4 of the TMA Module). This means that, if KFH receives the Requisite Acceptances,
KFH will have the right to acquire 100% of the AUB Shares, in which case the AUB will become a
wholly-owned subsidiary of KFH, provided that the applicable procedures in respect of the Squeeze-
Out are followed. The applicable Squeeze-Out procedures require a notice to be issued to Dissenting
Shareholders and a waiting period of 60 days before KFH can acquire the AUB Shares owned by
Dissenting Shareholders.

Once all the Conditions Precedent have been fulfilled or waived and the offer becomes unconditional,
KFH will arrange to make an announcement to this effect in two newspapers in the Kingdom of Bahrain
and the websites of the BB, BK, AUB and KFH.

Upon the Effective Date (and save for in respect of the Dissenting Shareholders), New KFH Shares will
be issued as fully paid-up, with the entitlement to all dividends declared from the date of issue and free
of all Encumbrances, to the AUB Shareholders who appear on the shareholder register of AUB as at
close of trading in the AUB Shares on the Suspension Date in accordance with the Exchange Ratio.

Unless otherwise ordered by a competent court, New KFH Shares will be issued to Dissenting
Shareholders in accordance with the Exchange Ratio as fully paid-up on a date to be agreed with the
CBB. Dissenting Shareholders shall be entitled to all dividends declared from the date on which the
New KFH Shares are issued to the Dissenting Shareholders and free of all Encumbrances.
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ANNEX 1
DEFINITIONS

The following definitions apply throughout this document unless the context requires otherwise:

AAOIFI Standards

Acquisition

AUB

AUB Board

AUB Group

AUB Kuwait

AUB Shareholders
AUB Shares

Bahraini Commercial
Companies Law

Banks
BB
BHD
BK

Basel III Methodology

CBB

CBB Rulebook

CBK

the Sharia’a Accounting, Auditing and Governance standards
issued by the Accounting and Auditing Organization for Islamic
Financial Institutions from time to time

the acquisition by KFH of 100% of the issued ordinary shares of
AUB by way of a share swap at the Exchange Ratio

Ahli United Bank B.S.C., a public joint stock company
incorporated in the Kingdom of Bahrain and registered under
commercial registration number 46348

the Board of Directors of AUB

AUB and its subsidiaries and branches

Ahli United Bank PSC, a bank incorporated in Kuwait
holders of AUB Shares

shares of USD0.25 each in the capital of AUB

Decree Law No. 21 of the year 2001 promulgating the
Commercial Companies Law in the Kingdom of Bahrain, as
amended from time to time

KFH and AUB

the Bahrain Bourse

Bahraini Dinar, the lawful currency in the Kingdom of Bahrain
Boursa Kuwait

The internationally agreed set of measures developed by the Basel
Committee on Banking Supervision in response to the financial
crisis of 2007-2009, which intend to improve regulation,
supervision, and risk management in the international banking
sector

the Central Bank of the Kingdom of Bahrain

the Central Bank of Bahrain’s rulebook issued and in force in the
Kingdom of Bahrain

the Central Bank of the State of Kuwait
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CMA Executive Bylaws

Conditions Precedent

Dissenting Shareholders

Effective Date

Encumbrances

Exchange Ratio

Financial Advisor or GS

GCC
IFRS

Islamic Financial Institutions

KCC

KFH

KFH Bahrain

KFH Board

KFH GM

KFH Group

the Executive Bylaws of Law No. (7) of 2010 and its Amendments
Regarding the Establishment of the Capital Markets Authority and
Regulating Securities Activities

the conditions set out in Part A of Section 6 (Terms and Conditions
of the Acquisition) of this document

AUB Shareholders who do not deliver valid Acceptances prior to
the Initial Offer Closing Date

the date on which New KFH Shares are successfully issued as
fully paid-up to the AUB Shareholders who appear on the
shareholder register of AUB as at close of trading in the AUB
Shares on the Suspension Date in accordance with the Exchange
Ratio

any claim, charge, mortgage, lien, option, equitable right, power
of sale, pledge, hypothecation, usufruct, retention of title, right of
pre-emption, right of first refusal or other third party right or
security interest of any kind or an agreement, arrangement or
obligation to create any of the foregoing

the revised exchange ratio for the Acquisition, which is set out in
Sub-section 2.2 (Terms of the Acquisition) of this document

Goldman Sachs International, Dubai International Financial
Centre (DIFC) branch

the Gulf Cooperation Council

the International Financial Reporting Standards

financial institutions whose financial transactions are conducted
according to, and who adhere to, Islamic Sharia’a / Islamic
precepts and principles

the Kuwait Clearing Company

Kuwait Finance House K.S.C., a public joint stock company
incorporated in the State of Kuwait and registered under
commercial registration number 26066

Kuwait Finance House (Bahrain) B.S.C.(c)., a bank incorporated
in Bahrain

the Board of Directors of KFH

the general assembly meeting of KFH convened for the purpose
of, amongst other things, approving the Acquisition and the
increase in the share capital of KFH

KFH and its subsidiaries and branches, including the AUB Group



KFH Shareholders
KFH Shares
KWD

MENA or MENA Region

New KFH Shares

NPL

Offer Document

Restricted Jurisdiction

Requisite Acceptances

SME

Squeeze Out

Suspension Date

TMA Module

USD

YoY

holders of KFH Shares
shares of KWD0.100 each in the capital of KFH

Kuwaiti Dinar, the lawful currency in the State of Kuwait

Middle East & North Africa

the new KFH Shares to be issued, credited as fully paid, to AUB
Shareholders pursuant to the Acquisition

non-performing loans

the offer document to be produced by KFH with respect to the
Acquisition in accordance with the applicable Bahraini laws and
regulations and sent to the AUB Board

any jurisdiction outside Kuwait and Bahrain where the issue of
New KFH Shares would or may violate the law of, or regulation
applicable to, that jurisdiction

valid acceptances which are received in respect of AUB Shares,
and which represent at least 90% of the total issued share capital
of AUB at the Initial Offer Closing Date

small and medium enterprises

the acquisition of the AUB Shares held by Dissenting
Shareholders in accordance with Article TMA-3.4.4. of the TMA
Module

the date on which trading in the AUB Shares is suspended to
enable a list of AUB Shareholders entitled to receive the New
KFH Shares to be drawn up failing which, such other date agreed
between the parties in each case as approved by the relevant
regulator(s)

the Takeovers, Mergers and Acquisitions Module of Volume 6 of
the CBB Rulebook

United States Dollar, the lawful currency in the United States

year-over-year
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Dubai International Financial Centre | Level 7 | Gate Precinct Building 5 | PO Box 506588 | Dubai | UAE
Tel: +971 (4) 3763 444 | Fax: +971 (4) 3763 437

yoldman
Sachs

PERSONAL AND CONFIDENTIAL

6 July 2022

The Board of Directors

Kuwait Finance House K.S.C.P.

Al Mirgab Area, Abdulla Al-Mubarak Street
P.O. Box 24989

Safat 13110

Kuwait

Lady and Gentlemen:

You have requested our opinion as to the fairness from a financial point of view to Kuwait
Finance House K.S.C.P. (the "Company") of the exchange ratio of 2.695 ordinary shares of Ahli
United Bank B.S.C. ("AUB"), par value US$0.25 per share (the "AUB Shares"), to be exchanged
for one ordinary share of the Company, par value KD0.10 per share (the "Company Shares")
(the "Exchange Ratio"), pursuant to the voluntary conditional offer by the Company to acquire all
of the issued and paid-up AUB Shares (the "Offer") on the terms set forth in the Board of
Directors Report to be issued by the Company.

Goldman Sachs International, Dubai International Financial Centre (DIFC) Branch and its
affiliates (collectively, "Goldman Sachs") are engaged in advisory, underwriting and financing,
principal investing, sales and trading, research, investment management and other financial and
non-financial activities and services for various persons and entities. Goldman Sachs and its
employees, and funds or other entities they manage or in which they invest or have other
economic interests or with which they co-invest, may at any time purchase, sell, hold or vote
long or short positions and investments in securities, derivatives, loans, commodities,
currencies, credit default swaps and other financial instruments of the Company, AUB and any
of their respective affiliates and third parties, including the Government of Kuwait (the
"Government of Kuwait"), a significant shareholder of both the Company and AUB, the Kuwait
Investment Authority ("KIA"), an agency of the State of Kuwait (together with its agencies and
instrumentalities and the Government of Kuwait, the "State of Kuwait"), a significant shareholder
of the Company, the Government of Bahrain (together with the Kingdom of Bahrain and its
agencies and instrumentalities, the "Kingdom of Bahrain"), a significant shareholder of AUB and
their respective affiliates or any currency or commodity that may be involved in the transaction
contemplated by the Board of Directors Report (the "Transaction"). We have acted as financial
advisor to the Company in connection with, and have participated in certain of the negotiations
leading to, the Transaction. We expect to receive fees for our services in connection with the
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Transaction, all of which are contingent upon consummation of the Transaction, and the
Company has agreed to reimburse certain of our expenses arising, and indemnify us against
certain liabilities that may arise, out of our engagement. We have provided certain financial
advisory and/or underwriting services to the Company and/or its affiliates from time to time. We
have also provided certain financial advisory and/or underwriting services to the State of Kuwait
and the Kingdom of Bahrain and their respective affiliates from time to time for which our
Investment Banking Division has received, and may receive, compensation. We may also in the
future provide financial advisory and/or underwriting services to the Company, AUB, KIA, the
State of Kuwait, the Kingdom of Bahrain and their respective affiliates for which our Investment
Banking Division may receive compensation.

In connection with this opinion, we have reviewed, among other things, the Memorandum of
Understanding, dated as of 22 July 2018, as amended, between the Company and AUB; the
Implementation Agreement between the Company and AUB, in a form approved by the Board of
Directors of the Company on the date hereof (the "Implementation Agreement"); the Board of
Directors Report, in a form approved by the Board of Directors of the Company on the date
hereof; annual reports of the Company and AUB for the five years ended 31 December 2021;
certain interim reports and quarterly reports to shareholders of the Company and AUB; certain
other communications from the Company and AUB to their respective shareholders; certain
publicly available research analyst reports for the Company and AUB; certain internal financial
analyses and forecasts for AUB prepared by its management; certain internal financial analyses
and forecasts for the Company standalone and pro forma for the Transaction and certain
financial analyses and forecasts for AUB, in each case, as prepared by the management of the
Company and approved for our use by the Company (the "Forecasts"); certain adjustments to
the net asset value of AUB prepared by PricewaterhouseCoopers for the management of the
Company and approved for our use by the Company (the "Adjustments"); and certain operating
synergies projected by the management of the Company to result from the Transaction, as
approved for our use by the Company (the "Synergies"). We have also held discussions with
members of the senior managements of the Company and AUB regarding their assessment of
the past and current business operations, financial condition and future prospects of AUB and
with the members of senior management of the Company regarding their assessment of the
past and current business operations, financial condition and future prospects of the Company
and the strategic rationale for, and the potential benefits of, the Transaction; reviewed the
reported price and trading activity for the Company Shares and the AUB Shares; compared
certain financial and stock market information for the Company and AUB with similar information
for certain other companies the securities of which are publicly traded; and performed such
other studies and analyses, and considered such other factors, as we deemed appropriate.

For purposes of rendering this opinion, we have, with your consent, relied upon and assumed
the accuracy and completeness of all of the financial, legal, regulatory, tax, accounting and
other information provided to, discussed with or reviewed by us, without assuming any
responsibility for independent verification thereof. In that regard, we have assumed with your
consent that the Forecasts, Adjustments and Synergies have been reasonably prepared on a
basis reflecting the best currently available estimates and judgments of the management of the
Company. In addition, we have not reviewed individual credit files nor have we made an
independent evaluation or appraisal of the assets and liabilities (including any contingent,
derivative or other off-balance-sheet assets and liabilities) of the Company or AUB or any of
their respective subsidiaries and we have not been furnished with any such evaluation or
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appraisal. We are not experts in the evaluation of loan or lease portfolios for purposes of
assessing the adequacy of the allowances for losses with respect thereto and, accordingly, we
have assumed that such allowances for losses are in the aggregate adequate to cover such
losses. We have assumed that all governmental, regulatory or other consents and approvals
necessary for the consummation of the Transaction will be obtained without any adverse effect
on the Company or AUB or on the expected benefits of the Transaction in any way meaningful
to our analysis. We also have assumed that the Transaction will be consummated on the terms
set forth in the Board of Directors Report, without the waiver or modification of any term or
condition the effect of which would be in any way meaningful to our analysis. We also have
assumed that each of the definitive Board of Directors Report and the definitive Implementation
Agreement will not deviate from the form we have reviewed in any way meaningful to our
analysis.

Our opinion does not address the underlying business decision of the Company to engage in
the Transaction, or the relative merits of the Transaction as compared to any strategic
alternatives that may be available to the Company; nor does it address any legal, regulatory, tax
or accounting matters. This opinion addresses only the fairness from a financial point of view to
the Company, as of the date hereof, of the Exchange Ratio pursuant to the Transaction. We do
not express any view on, and our opinion does not address, any other term or aspect of the
Offer or the Transaction or any term or aspect of any agreement or instrument contemplated by
the Board of Directors Report or entered into or amended in connection with the Transaction,
including, converting the business of AUB to Sharia’a compliant; the fairness of the Transaction
to, or any consideration received in connection therewith by, the holders of any class of
securities, creditors, or other constituencies of the Company; nor as to the fairness of the
amount or nature of any compensation to be paid or payable to any of the officers, directors or
employees of the Company or AUB, or any class of such persons in connection with the
Transaction, whether relative to the Exchange Ratio pursuant to the Transaction or otherwise.
We are not expressing any opinion as to the prices at which Company Shares or AUB Shares
will trade at any time or, as to the potential effects of volatility in the credit, financial and stock
markets on the Company, AUB or the Transaction or as to the impact of the Transaction on the
solvency or viability of the Company or AUB or the ability of the Company or AUB to pay their
respective obligations when they come due. Our opinion is necessarily based on economic,
monetary, market and other conditions as in effect on, and the information made available to us
as of, the date hereof and we assume no responsibility for updating, revising or reaffirming this
opinion based on circumstances, developments or events occurring after the date hereof. Our
advisory services and the opinion expressed herein are provided solely for the information and
assistance of the Board of Directors of the Company in connection with its consideration of the
Transaction and such opinion does not constitute a recommendation as to how any holder of
Company Shares should vote with respect to the Transaction or any other matter. This opinion
has been approved by a fairness committee of Goldman Sachs.

This opinion is not, and should not be construed to be, a valuation report, opinion or appraisal of
the type rendered by licensed investment advisors or asset valuators under the requirements of
the laws of Kuwait or Bahrain or any other applicable laws. An opinion of fairness from a
financial point of view differs in a number of important respects from such a valuation report,
opinion or appraisal performed by licensed investment advisors and asset valuators and from
accounting valuations generally.
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Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the
Exchange Ratio pursuant to the Transaction is fair from a financial point of view to the
Company.

Very truly yours,

Goldman Sachs International,
Dubai International Financial Centre (DIFC) Branch
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