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13.  FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
2010 2009
KD'000 KD000
Investment in unquoted securities 42,264 37,650
Investment in unguoted funds 3,261 3,475
Investment in quoted securities 180 363
45,705 41,488
14. AVAILABLE FOR SALE INVESTMENTS
2010 2009
KD’000 KD 000
Investment in Sukuk 32,459 46,451
Investment in unquoted funds 16,800 10,585
Investment in unquoted securities 8,953 8,769
Investment in quoted securities 427 427
58,639 66,232
15. SUBSIDIARIES
Principal operating subsidiaries are as follows:
2010 2009
proportion of proportion of
ownership ownership
Name of Country of interest and interest and Principal
subsidiary incorporation voling power % voting power % activity
Boubyan Takaful Insurance Takaful
Company KSC (Closed) Kuwait 56.78 56.78 insurance
Boubyan Capital Investment Islamic
Company KSC (Closed) Kuwait 100.00 100.00 investments
16. INVESTMENTS IN ASSOCIATES
The investments in associates comprise the following:
2010 2009
proportion of proportion of
ownership ownership
Name of _Country of interest and interest and Principal
associate incorporation voting power % voting power % activity
Islamic
Republic of commercial
United Capital Bank Sudan 21.67 - banking
Islamic
Bank Syariah Muamalat commercial
Indonesia Thk Indonesia 24.94 21.28 banking
Islamic
Ijarah Indonesia Finance financing
Company Indonesia 3333 33.33 services

On 18 May 2010 the Group obtained significant influence over United Capital Bank (“UCB™), an Islamic
Bank operating in the Republic of Sudan, by acquiring 18.75 % of the voting shares. As a result, the Group’s
equity interest in UCB has increased to 21.67%. The consideration transferred at the acquisition date
amounted to KD 6,358 thousand, and the fair value of the previously-held equity interest of 2.92% of the
voting shares amounted to KD 1,022 thousand. The excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets and liabilities over the cost of that interest (negative goodwill) of KD 536
thousand, has been recognised in share of results of associates in the consolidated statement of income for the
current year.
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16. INVESTMENTS IN ASSOCIATES (CONTINUED)
Bank Syariah Muamalat Indonesia TBK (Bank Muamalat) was established in 1991 and commenced
operations in May 1992. The establishment of Bank Muamalat was initiated by the Indonesian Council of
Ulama (MUI), which was supported by a group of entrepreneurs. During July 2010, the Group participated
in the shares right issue of the Bank Muamalat by an amount of KD 6,529 thousand. As a result, the
Group’s equity interest in Bank Muamalate has been increased to 24.94%.
Ijarah Indonesia Finance Company has been granted the license during 2007 from the relevant authorities
in Indonesia to render financing services.
The Group’s share of results of associates is recognised based on the associates’ management accounts as
at 30November 2010,
The movement in the investments in associates balances is as follows:

2010 2009
KD’000 KD’000
Balance at the beginning of the year 7,386 5914
Acquisition of associates 13,909 -
Share of results of associates (including negative goodwill) 1,099 518
Dividends received - (500)
Foreign currency translation adjustments (1,314) 1,454
21,080 7,386

Summarized financial information in respect of the Group's associates is set out below:

2010 2009
KD'000 KD’000
Total assets 695,695 481,022
Total liabilities (607,605) (448,389)
Net assets 88,090 32,633
Group’s share of net assets 21,080 7,386
2010 2009
KD’000 KD’000
Total revenue 49,865 29,269
Net profit 5,361 2,395
Group’s share of results 563 518
17. INVESTMENT PROPERTIES
The movement in the investment properties is as follows:
2010 2009
KD™000 KD'000
Balance at the beginning of the year 35,914 29,962
Additions during the year 4,482 6,504
Disposals during the year (2,693) (158)
Net unrealized loss from change in fair value of
investment properties (4,795) (2,646)
Foreign currency translation adjustments (2,120) 2,252
30,788 35914

Investment properties comprise a number of commercial properties that are managed by third parties in
Europe, Japan, the United States and the Middle East.

Investment properties include properties with a carrying value of KD 25,907 thousand as at 31 December
2010 (31 December 2009: KD 26,291 thousand), which were acquired through a number of special purpose
entities.
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18. OTHER ASSETS
2010 2009
KD'000 KD'000
Accrued income 1,647 2,441
Prepayments 1,154 1,325
Acceptance letters of credit 3,520 1,652
Software 1,281 1,316
Other 704 1,091
8,306 7,825
19. DUE TO BANKS
2010 2009
KD'000 KD'000
Investment accounts 69,181 132,352
Non-investment accounts 51,673 24,429
120,854 156,781
The fair values of balances due to banks do not differ significantly from their respective book values.
20. DEPOSITORS® ACCOUNTS
2010 2009
KD'000 KD'000
Investment accounts 837,174 649,960
Non-investment accounts 103,854 58,097
941,028 708,957
21. OTHER LIABILITIES
2010 2009
KD'000 KD'000
Creditors and accruals 2,000 1,920
Accrued staff benefits 3,462 2,366
Clearing accounts 2916 1,697
General provision on non-cash facilities 1,014 846
Margin accounts 842 500
Due to NLST and Zakat 236 -
Other 3,796 2,606
14,266 9,935
22, SHARE CAPITAL
2010 2009
Shares KD’000 Shares KD'000
Shares issued and fully paid ~_ 1,748,235,315 174,824 1,165,312,444 116,531

The Ordinary and Extraordinary General Assemblies of the Bank held on 17 September and 1 October 2009
respectively have approved the Bank’s authorized capital increase from KD 116,600 thousand to KD
174,900 thousand through issuance of 583,000 thousand shares at a nominal value of 100 fils per share and
share premium of 150 fils per share.
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SHARE PREMIUM
The share premium is not distributable except under specific circumstances as provided by the Kuwait
Commercial Companies Law.

STATUTORY RESERVE

As required by the Commercial Companies Law and the Bank’s Articles of Association 10% of profit for
the year is transferred to statutory reserve. The Bank may resolve to discontinue such annual transfers when
the reserve equals 50% of the capital. This reserve is not available for distribution except in cases stipulated
by Law and the Bank’s Articles of Association. No transfer has been made to the statutory reserve during
the current year due to accumulated losses.

VOLUNTARY RESERVE

As required by the Bank's Articles of Association 10% of profit for the year is transferred to the voluntary
reserve. Such annual transfers may be discontinued by a resolution of the shareholders’ General Assembly
upon a recommendation by the Board of Directors. No transfer has been made to the voluntary reserve
during the current year due to accumulated losses.,

RELATED PARTY TRANSACTIONS

Related parties comprise the major sharecholders, board of directors, entities controlled by them or under
their joint control, associates, key management personnel and their close family members. Balances with
related parties arise from commercial transactions in the normal course of business on an arm’s length basis
and are included within the following financial statement captions:

2010 2009

KD*000 KD000
Due from related parties:
Due from banks 118,495 60,753
Islamic financing to customers 33,307 61,870
Due to related parties:
Due to banks 49,484 80,797
Depositors’ accounts 1,424 6,146
Transactions with related parties:
Letters of guarantee and letters of credit 3,117 2,299
Revenues 3,571 3,938
Expenses (663) (685)

The Group holds collaterals against Islamic finance facilities to related parties in the form of shares and real
cstate. An estimate of the fair value of collaterals held against [slamic finance facilities to related parties
amounted to KD 20,429 thousand as at 31 December 2010 (31 December 2009: KD 24,514 thousand).

Compensation of key management personnel:
Details of compensation for key management comprise the following:

2010 2009
KD'000 KD*000
Short-term benefits 2,822 1,414
Post-employment benefits 271 147
3,093 1,561
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27. CONTINGENCIES AND COMMITMENTS 28. SEGMENT REPORTING (CONTINUED)
At the reporting date there were outstanding contingencies and commitments entered in the ordinary course of
business in respect of the following: 2010 2009 For the year ended 31 December 2010
KD 000 KD’000 Consumer Corporate Investment Group
banking banking banking Treasury centre Total
CIoR: i 0350 KD’000 KD'000 KD’000 KD'000  KD’000 KD’000
Acceptances and letters of credit 21,377 13,270 At
: ssets
Inve.sment cn@tmenis ‘ . - 585 —
Caplml commitments (pmjecﬁ under coﬂstructmn) 1,479 565 ﬂlﬂi"ﬂlﬂﬂm 9’4'?3 _ 34,822 _ (3,634) 40,661
Credit commitments 8,014 16,159 Due from banks . 6,803 - 272,176 - 278,979
112,204 70,939 Islamic financing
to customers 125,736 721,005 - - (22,174) 824,567
28. SEGMENT REPORTING Financial assets at
Operating segments are identified on the basis of internal reports that are regularly reviewed by the decision Takvene
makers in order to allocate resources to the segments and to assess their performance. The operating segments through profit or
are divided as either business segments or geographical segments. loss - - 45,705 - - 45,705
a. Business Segments A:vallahle for sale 13280 5535 58639
For management purposes, the Bank is organized into the following four major business segments: ehis ts B ’ ! B ) 4
Consumer banking: Provides a diversified range of products and services to individuals and institutional ':‘;:;;’?’”“‘“ m Stiede 51 60
clients. The range includes consumer finance, credit cards, deposits and other branch related services. ! jates ) - - ’ - B 2
Corporate banking: Provides Murabaha, Ijarah, trade service and other related services to business and Trading propertics - - 2,800 - . 2,800
corporate customers. Investment
Investment banking: Principally handling direct investments, local and international real estate investment PropcUEs . - 30788 - ) 20,788
and asset management. Other assets . * 3 & 8,306 8,306
Treasury: Principally handling local and international Murabaha and other Islamic financing, primarily with Property and
financial institutions, as well as the management of the Bank's funding operations. equipment - = = = 4,733 4,733
Graup_ centre: Includes other group activities and residual in respect of transfer pricing and inter segment Total assects 135,209 761,088 160,554 272,176 (12,769) 1,316,258
aliovefian; Liabilities and
For the year ended 31 December 2010 Equity
Consumer  Corporate Investment Group Due to banks 1,660 = 11,365 119,195 (11,366) 120,854
banking banking banking Treasury centre Total Depositors*
KD’000 KD'000 KD'000 KD’000 KD’000 KD’000 accounts 391,912 . - 552,749 (3,633) 941,028
Revenues by product Other lisbilities 5 _ B ) 14266 14,266
Murabaha and Equity 5 2 1,920 X 238,190 240,110
(t;;h:; o 6,383 34,108 1,604 329 41,766 ML KRS
CINg Income: » ’ - , (329) » and equity 393,572 = 13,285 671,944 237,457 1,316,258
Investment income 18 1,387 5,439 - - 6,844
Fees and
commissions
income 1,386 3,148 883 - 2,584 8,001
Share of results of
associates - 222 877 - - 1,099
Net foreign
exchange gain - - (92) 869 - 777
Other income 20 - 22 9 29 80
Segment revenues 7,807 38,865 7,129 2,482 2,284 58,567
Segment expenses _ (8,461) (21,070) (13,590) (169) (9,282) _ (52,572)
Segment results (654) 17,795 (6,461) 2,313 (6,998) 5,995
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Revenues by product

Murabaha and
other Islamic
financing income

Investment income

Fees and
commissions
income

Share of results of
associates

Net foreign
exchange gain

Other income

Segment revenues

Segment expenses
Segment results

Assets

Cash and cash
equivalents

Due from banks

Islamic financing
to customers

Financial assets at
fair value
through profit or
loss

Available for sale
investments

Investments in
associates

Trading properties

Investment
properties

Other assets

Property and
equipment

Total assets

J
Boubyan Bank
Consumer Corporate Investment Group
banking banking banking Treasury centre Total
KD"000 KD'000 KD000 KD'000 KD'000 KD'000
2,746 29,325 - 2,889 - 34,960
- 1,428 5,897 - - 7,325
606 2,088 850 - 76 3,620
- - 518 - - 518
- 5 - 755 - 755
9 - (29) - 350 330
3,361 32,841 7,236 3,644 426 47,508
(5,797) (58,483) (13,067) (9,106) (13,068) (99,521)
(2,436) (25,642) (5,831) (5,462) (12,642) (52,013)
Consumer Corporate Investment Group
banking banking banking Treasury centre Total
KD'000 KD'000 KD'000 KD’000 KD'000 KD'000
11,447 - 41,238 - (1,077) 51,608
- 10,127 - 160,469 - 170,596
63,015 523,646 - - (10,103) 576,558
- - 41,488 - - 41,488
- 46,451 19,781 - - 66,232
- - 7,386 - - 7,386
- - 2,862 - - 2,862
- - 35914 - - 35914
- - - - 7,825 7,825
Z - - - 4,310 4,310
74,462 580,224 148,669 160,469 955 964,779
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28. SEGMENT REPORTING (CONTINUED)
For the year ended 31 December 2009
Consumer Corporate Investment Group
banking banking banking Treasury centre Total
Liabilities and
Equity
Due to banks 5,451 - 7,449 151,330 (7,449) 156,781
Depositors’
accounts 340,698 - - 376,784 (8,525) 708,957
Other liabilities - - - - 9,935 9,935
Equity - - 1,971 - 87,135 89.106
Total liabilities
and equity 346,149 - 9,420 528,114 81,096 964,779
b. Geographical segment
The Bank operates in various geographical sectors. The geographical analysis is as follows:
For the year ended 31 December 2010
Kuwait &
the
Middle North Western
East America Europe Other Total
KD’000 KD000 KD’000 KD'000 KD000
Assets 1,215,498 5,165 76,860 18,735 1,316,258
Non-current assets (excluding
financial instruments) 14,679 1,562 26,800 14,983 58,024
Liabilities and equity 1,313,729 - 2,313 216 1,316,258
Segment income 56,022 147 1,693 705 58,567
For the year ended 31 December 2009
Kuwait &
the
Middle North Western
East America Europe Other Total
KD'000 KD000 KD'000 KD000 KD'000
Assets 887,337 4,927 59,425 13,090 964,779
Non-current assets (excluding
financial instruments) 72,746 1,632 28,781 1,077 104,236
Liabilities and equity 962,010 - 2,769 - 964,779
Segment income 44,230 147 1,726 1,405 47,508
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risks is core to
the financial business, and the operational risks are an inevitable consequence of being in business. The
Group’s aim is therefore to achieve an appropriate balance between risk and return and minimize potential
adverse effects on the Group's financial performance.

The Group’s risk management policies are designed to identify and analyze these risks, to set appropriate risk
limits and controls, and to monitor the risks and adhere to limits. The Group regularly reviews the risk
management policies to reflect changes in markets, products and emerging best practice.

In the normal course of business, the Group uses primary financial instruments such as cash and short term
funds, investments, bank borrowings, receivables and payables and as a result, is exposed to the risks indicated
below. The Group currently does not use derivative financial instruments to manage its exposure to these risks.
Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation causing the
other party to incur a financial loss. To limit this risk, the Group deals with recognized customers, including
corporate, financial institutions and high net worth individuals and has policies and procedures in place to limit
the amount of credit exposure to any single and related counterparty. These policies include the non-
concentration of credit risk. The Group minimizes other concentrations of credit risk by undertaking
transactions with a large number of customers. All policies relating to credit are reviewed and approved by the
Board of Directors.

Maximum exposure to credit risk without taking account of any collateral and other credit enhancements

The table below shows the maximum exposure to credit risk for the components of the consolidated statement
of financial position. The maximum exposure is shown gross, before the effect of mitigation through the use of
collateral agreements.

Gross Gross
maximum maximum
exposure exposure
2010 2009
Notes KD'000 KD’000
Cash and cash equivalents (excluding cash on hand and 10
money market funds) 1,722 2,339
Due from banks 11 278,979 170,596
Islamic financing to customers 12 824,567 576,558
Available for sale investments 14 32,459 46,451
Other assets (excluding software) 18 7,025 6,509
1,144,752 802,453
Contingent liabilities 102,711 53,630
Commitments 9,493 17,309
Total credit risk exposure 1,256,956 8§73,392

Where financial instruments are recorded at fair value, the amounts shown above represent the current credit
risk exposure but not the maximum risk exposure that could arise in the future as a result of changes in fair
values.

For more detail on the maximum exposure to credit risk for each class of financial instruments, references shall
be made to the specific notes.
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Credit risk (Continued)

Risk concentrations of the maximum exposure to credil risk

The Group manages concentration of risk by client/counterparty, geographical region and industry sector.
The maximum credit exposure to any client or counterparty as of 31 December 2010 was
KD 107,270 thousand (31 December 2009: KD 45,740 thousand). The Group’s financial assets, before
taking into account any collateral held or other credit enhancements can be analysed by the following
geographical regions:

2010 2009
Non- Non-
Banks banks Total Banks banks Total
KD000 KD'000 KD'000 KD'000 KD'000 KD'000
Kuwait and the
Middle East 269,515 850,054 1,119,569 178,731 608,036 786,767
Western Europe 20,386 638 21,024 - 11,059 11,059
Other 416 3,743 4,159 - 4,627 4,627
290,317 854,435 1,144,752 178,731 623,722 802,453

An industry sector analysis of the Group’s financial assets, before taking into account collateral held or other
credit enhancements, is as follows:

2010 2009
Non- Non-
Banks banks Total Banks banks Total
KD'000 KD"000 KD™000 KD'000 KD'000 KD'000
Trading and
manufacturing - 138,085 138,085 - 18,368 18,368
Banks and financial
institutions 290,317 194,387 484,704 178,731 289,751 468,482
Construction and
real estate - 263,229 263,229 - 206,165 206,165
Other - 258,734 258,734 - 109,438 109,438
290,317 854,435 1,144,752 178,731 623,722 802,453

Collateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the counterparty.
Guidelines are implemented regarding the acceptability of types of collateral and valuation parameters.

The main types of collateral obtained are as follows:
s (Cash collaterals

s Bank Guarantees

e Real estate

o Shares and other Islamic financial instruments

The Group also may obtain guarantees from parent companies for financing provided to their subsidiaries.
Management monitors the market value of collateral and requests additional collateral if required in
accordance with the underlying agreement. It is the Group’s policy to dispose of repossessed properties. The
proceeds are used to reduce or repay the outstanding claim. In general, the Group does not occupy
repossessed properties for business use.
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Credit risk (Continued)

Collateral and other credit enhancements (Continued)

Credit quality per class of financial assels

The credit quality of financial assets is managed by the Group. The table below shows the credit quality by
class of asset for statement of financial position lines.

31 December 2010

Neither past due nor impaired
Non- Past due or
Banks banks impaired Total
KD'000 KD'000 KD’000 KD'000
Cash and cash equivalents
(excluding cash on hand and
money market funds) 1,722 - - 1,722
Due from banks 276,729 - 2,250 278,979
Islamic financing to customers - 813,402 11,165 824,567
Available for sale investments 9616 22,843 - 32,459
Other assets (excluding
software) - 7,025 - 7,025
288,067 243,270 13,415 1,144,752
31 December 2009
Neither past due nor impaired
Non- Past due or
Banks banks impaired Total
KD000 KD’000 KD'000 KD’000
Cash and cash equivalents
(excluding cash on hand and
money market funds) 2,339 - - 2,339
Due from banks 163,709 - 6,887 170,596
Islamic financing to customers - 566,271 10,287 576,558
Available for sale investments 5,671 40,780 - 46,451
Other assets (excluding
software) 125 6,384 - 6,509
171,844 613,435 17,174 802,453
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29.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Credit risk (Continued)
Collateral and other credit enhancements (Continued)

At 31 December 2010 management estimates the fair value of collaterals held against individually past due
or impaired Islamic finance facilities reasonably approximate KD 6,025 thousand (31 December 2009: KD
8,010 thousand).

Finance facilities with renegotiated terms

Finance facilities with renegotiated terms are facilities that have been restructured due to deterioration in
the counterparty’s financial position and where the Group has made concessions that it would not
otherwise consider. Once the facility is restructured it remains in this category independent of satisfactory
performance after restructuring or following restructuring, a previously over due customer account is reset
to a normal status and managed together with other similar accounts, Restructuring activities include
extended payment arrangements, approved external management plans, additional collateral modification
and deferral of payments.

During 2010, the Group has renegotiated the terms of certain balances of Islamic financing to customers
with a total of KD 25,300 thousand (2009: KD 26,470 thousand). Had these balances not been
renegotiated, such balances would have been past due or impaired. As at 31 December 2010, the
restructuring discussions with the relevant counterparties were not finalized. The ultimate outcome of the
renegotiations can not presently be determined and, accordingly, no provision has been made in the
consolidated financial statements for any effects on the Group that may result (2009: nil).

Market risk

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market prices such as
foreign currency and equity price risks.

Market risk is managed on the basis of pre-determined asset allocations across various asset categories, a
continuous appraisal of market conditions and trends and management’s estimate of long and short term
changes in fair value.

The Group is not exposed to material risk in terms of the re-pricing of its liabilities since, in accordance
with Islamic Sharia’a, the Group does not provide a guaranteed contractual rate of return to its depositors.
Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign currency exchange rates.

The Group is exposed to foreign currency risk on transactions that are denominated in a currency other
than the Kuwaiti Dinar. The Group ensures that the net exposure is kept to an acceptable level by dealing in
currencies that do not fluctuate significantly against the Kuwaiti Dinar.

The table below indicates the foreign currencies to which the Group had significant exposure as at 31
December. The analysis calculates the effect of a 5 percent increase in foreign currency rates against
Kuwaiti Dinar, with all other variables held constant, on the reported results and equity. A nepative
amount in the table reflects a potential net reduction in reported results or equity, while a positive amount
reflects a net potential increase.

2010 2009

Effect Effect Effect Effect
on reported on on reported on

results equity results equity

KD'000 KD'000 KD’000 KD'000

US Dollar (2,172) 59 (973) (591)

Sterling Pound ) 4) (120) (76)
Euro (22) 9 239 239
Indonesian Rupiah 5 717 308 369
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29. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Market risk (Continued)
A 5 percent decrease of the above currencies against the Kuwaiti Dinar would have had equal, but
opposite, effect to the amounts shown above, on the basis that all other variables remain constant.
Eguity price risk
Equity price risk arises from the change in fair values of equity investments. The Group manages this risk
through diversification of investments in terms of geographical distribution and industry concentration.
For such investments classified as available for sale, a five percent increase in stock prices as at 31
December 2010 would have increased equity by KD 469 thousand (31 December 2009: an increase of KD
460 thousand). For such investments classified as at fair value through profit or loss, the impact on profit
or loss would have been an increase of KD 2,122 thousand (31 December 2009: an increase of KD

1,901 thousand). An equal change in the opposite direction would have had equal, but opposite effect to
the amounts shown above, on the basis that all other variables remain constant.

Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its financial obligations. Liquidity risk can
be caused by market disruptions or credit downgrades which may cause certain sources of funding to dry
up immediately. To guard against this risk, management have diversified funding sources and assets are
managed with liquidity in mind, maintaining a healthy balance of cash, cash equivalents and readily
marketable securities. Further, the Group periodically assesses the financial viability of customers.

The Group has established an Asset and Liabilities Management committee to manage assets and liabilities
of the Group comprehensively and strategically. The committee meets regularly to determine and review
policies for managing liguidity risk, as well as to set risk limits.

The following table summarizes the maturity profile of the Group's assets and liabilities. The contractual
maturities of assets and liabilities have been determined on the basis of the remaining period at the
statement of financial position date to the contractual maturity date and do not take into account the
effective maturities as indicated by the availability of liquid funds. The maturity profile is monitored by
management to ensure that adequate liguidity is maintained. The maturity profile of the assets and
liabilities at year end is based on contractual repayment arrangements.

The maturity profile of the assets and liabilities is as follows:
31 December 2010

Upto
three 3tob 6to12 Over
months months months 1 year Total
KD000 KD'000 KD'000 KD'000 KD000
Assets
Cash and cash equivalents 40,661 - - - 40,661
Due from banks 270,614 8,365 - - 278,979
Islamic financing to customers 545,502 92,571 46,417 140,077 824,567
Financial assets at fair
value through profit or loss 180 - - 45,525 45,705
Available for sale investments 32,886 - - 25,753 58,639
Investments in associates - - - 21,080 21,080
Trading properties - - 2,800 - 2,800
Investment properties - - - 30,788 30,788
Other assets 5,689 - 1,192 1,425 8,306
Property and equipment - - - 4,733 4,733
Total assets 895,532 100,936 50,409 269,381 1,316,258
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29, FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Liquidity Risk (Continued)

Up to
three Jto6 6to 12 Over
months months months 1 year Total
Liabilities and Equity
Due to banks 108,021 149 - 12,684 120,854
Depositors” accounts 599,236 181,111 160,041 640 941,028
Other liabilities 9,837 - 1,901 2,528 14,266
Equity - - - 240,110 240,110
Total liabilities and equity 717,094 181,260 161,942 255,962 1,316,258
31 December 2009
Up to
three 3to6 6o 12 Over
months months months 1 year Total
KD’000 KD’000 KD’000 KD 000 KD'000
Assets
Cash and cash equivalents 51,608 - - - 51,608
Due from banks 164,916 5,680 - - 170,596
Islamic financing to
customers 317,101 62,291 133,484 63,682 576,558
Financial assets at fair
value through profit or loss 363 - - 41,125 41,488
Available for sale
investments 46,878 - - 19,354 66,232
Investments in associates - - - 7,386 7,386
Trading properties - - 2,862 - 2,862
Investment properties - - - 35,914 35914
Other assets 4,391 2,772 331 331 7,825
Property and equipment - - - 4,310 4310
Total assets 585,257 70,743 136,677 172,102 964,779
Up to
three Jtob 6to 12 Over
months months months 1 year Total
KD'000 KD000 KD'000 KD'000 KD000
Liabilities and Equity
Due to banks 122,041 2,769 26,284 5,687 156,781
Depositors’ accounts 480,425 143 488 74,453 10,591 708,957
Other liabilities 9,935 - - - 9,935
Equity @ . 2 89,106 89,106
Total liabilities and equity 612,401 146,257 100,737 105,384 964,779
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29.

Boubyan Bank

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Operational risk

Operational risk is the risk of loss arising from inadequate or failed internal processes, systems failure,

human error, or from external events. When controls fail to perform, it can lead to legal or regulatory

implications, or financial /reputational loss.

The Group has established policies and procedures, which are applied to identify, assess, monitor, control

and mitigate operational risk in addition to other types of risks relating to the banking and financial

activities of the Group as part of overall risk management activities.

The operational risk of the Group is managed in line with the CBK instructions concerning the general

guidelines for internal controls and best practice for managing and supervising operational risks in banks.

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction

between knowledgeable willing parties in an arm's length transaction, other than in a forced or liquidation

sale. Fair values are obtained from quoted market prices, discounted cash flow models and other models as

appropriate. The carrying values of financial instruments approximate their fair values at 31 December due

to the relatively short-term maturity of the instruments except that it was not possible to reliably measure the

fair value of certain unquoted securities.

Fair value hierarchy

The table below analyzes financial instruments carried at fair value, by valuation method. The different

levels have been defined as follows:

s Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

s Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);

e Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

31 December 2010 Level 1 Level 2 Level 3 Total
KD'000 KD000 KD’000 KD’000
Financial assets held for trading 180 - - 180
Financial assets at fair value through profit or
loss > 45,525 > 45,525
Available for sale financial assets - 58,639 - 58,639
180 104,164 - 104,344
31 December 2009 Level 1 Level 2 Level 3 Total
KD'000 KD000 KD000 KD*000
Financial assets held for trading 363 - - 363
Financial assets at fair value through profit or
loss - 41,125 - 41,125
Available for sale financial assets - 66,232 - 66,232
363 107,357 - 107,720

During the year 2010, available for sale financial assets with a carrying amount of KD Nil (2009 KD 427
thousand) were transferred from level 1 to level 2 because quoted prices in the market for such securities
became no longer regularly available. In order to determine the fair value of such securities, management
used a valuation technique in which all significant inputs were based on observable market data.There has
been no transfer from level 2 to level 1 in 2010 or 2009.
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29.

Boubyan Bank

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Capital management

The Group maintains an actively managed capital base to cover risks inherent in the business. The adequacy
of the Group’s capital is monitored using, among other measures, the rules and ratios established by the
Basel Committee on Banking Supervision (BIS rules/ratios) and adopted by the Central Bank of Kuwait in
supervising the Group.

During the year, the Group had complied in full with all its externally imposed capital requirements.

The primary objectives of the Group's capital management are to ensure that the Group complies with
externally imposed capital requirements and that the Group maintains strong credit ratings and healthy
capital ratios in order to support its business and to maximize shareholders’ value.

The Group manages its capital structure and adjusts it in the light of changes in economic conditions and the
risk characteristics of its activities. In order to maintain or adjust the capital structure, the Group may adjust
the amount of dividend payment to shareholders or issue capital securities. No changes were made in the
objectives, policies and processes from the previous years.

The Group’s regulatory capital position at 31 December was as follows:

2010 2009
KD'000 KD’000
Tier 1 capital
Share capital 174,824 116,531
Share premium 87,728 280
Statutory reserve 3,913 3913
Voluntary reserve 3,591 3,591
Accumulated losses (32,336) (38,445)
Non-controlling interests 1,920 1,971
Deductions from tier 1 capital (11,018) (5,814)
228,622 82,027
Tier 2 capital
Fair value and foreign currency translation reserves (599) 569
General provision 9.667 6,945
Deductions from tier 2 capital (11,018) (5,814)
(1,950) 1,700
Total regulatory capital 226,672 83,727
Risk-weighted assets 821,846 604,932
Capital ratios
Total regulatory capital expressed as a percentage of total
risk-weighted assets 27.58% 13.84%
Total tier 1 capital expressed as a percentage of risk-
Wit i 27.82% 13.56%
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30.

FINANCIAL ASSETS AND LIABILITIES
The table below sets out the group’s classification of each class of financial assets and liabilities

31 December 20110

Cash and cash
equivalents

Due from banks

Islamic financing to
customers

Financial assels at fair
value through profit or
loss

Available for sale
investments

Due to banks
Depositors’ accounts

{Expenses) / income
31 December 2009

Cash and cash
equivalents
Due from banks

Islamic financing to
customers

Financial assets at fair
value through profit or
loss

Available for sale
investments

Due to banks
Depositors’ accounts

(Expenses) / income

V &
wlaga iy
Boubyan Bank

Designated Other Total
as at fair Held for Loans and Available amortized carrying
value trading  _receivables for sale cost amount
KD"000 KD'000 KD'000 KD'000 KD"000 KD'000
40,661 - - - - 40,661
- - 278,979 - - 278,979
- - 824,567 - - 824,567
45,525 180 - - - 45,705
. - = 58,639 . 58,639
86,186 180 1,103,546 58,639 - 1,248,551
- - - - 120,854 120,854
- - - - 941,028 941,028
- = - - 1,061,882 1,061,882
2,606 (158) 41,766 (1,779) (10,907) 31,528
Designated Other
as at fair Held for Loans and Available amortized Total carrying
value trading receivables for sale cost amount
KD'000 KD'000 KD'000 KD'000 KD'000 KD'000
51,608 - - - - 51,608
- - 170,596 - - 170,596
- - 576,558 - - 576,558
41,125 363 - - - 41,488
= = - 66,232 - 66,232
92,733 363 747,154 66,232 - 906,482
- - - - 156,781 156,781
- - - - 708,957 708,957
Z = - - 365.?38 865,738
_—— _ _—— _——
(19,029) (56) 34,960 106 (13,043) 2,938
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31. FIDUCIARY ASSETS

The aggregate value of assets held in a trust or fiduciary capacity by the Bank amounted to KD 30,851
thousand (31 December 2009: KD 43,702 thousand).

32. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current year's presentation. Such
reclassifications did not affect previously reported profit or loss, equity or opening balances of the earliest
comparative period presented; accordingly a third statement of financial position is not presented.
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