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II. Key Definitions

No. Term Definition

1. AGM Annual General Meeting

2. AoA Articles of Association

3. The Bank / IBK The Industrial Bank of Kuwait
4. BAC Board Audit Committee

5. BFIC gg?':rc:] iI;Itr;aence and Investment
6. BGC Board Governance Committee
7. BoD - Board of Directors

8. BRC Board Risk Committee

9. CBK Central Bank of Kuwait

10. CEO Chief Executive Officer

11. CG Corporate Governance

12. DoA Delegation of Authority

13. ERM Enterprise Risk Management
14. 1A Internal Audit
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1.

1.1
1.1.1

1.2
1.2.1

1.2.2

1.2.3

1.2.4

1.3

1.31

1.3.2

1.3.3

Introduction

Purpose

The purpose of this Manual is to set forth and define the various components to
implement a sound corporate governance framework at IBK.

Physical Ownership and Distribution of the Manual

The BGC Chairman will be the manual’s controller. All inquiries and requests for revisions
relating to the manual should be addressed to him.

The Compliance and Governance Unit will be the custodian of this manual and will have
physical custody of the master copy in printed form and soft copy file. For all official
purposes, the master copy held by the controller will be considered as the definitive

manual.
The contents of this manual are confidential and are intended for internal use by IBK
only. This manual shall remain the property of IBK.

All inquiries regarding the manual must be directed towards the BGC Chairman.
Furthermore, he /she is responsible for ensuring appropriate dissemination of this manual
to relevant employees.

Revision of the Manual

The Compliance and Governance Function shall maintain this Policy and ensure that it is
updated periodically (at least every 2 years), in line with any changes in regulations and
international standards subject to the approval of the BOD.

In case of any changes identified, this document is to be submitted to the BoD for
approval.

When changes are made, the set of policies that required modification shall be highlighted
and the amended version shall be distributed to designated stakeholders.

'Approved By Board of Directors
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2

Corporate Governance

Framework

2,1
2.1.1

2.1.2

2.2
2.2.1

2.2.2

2.2.3

Objectives of Corporate Governance

The objectives of the CG framework are:

= To ensure the achievement of the desired outcomes

®  Ensure process effectiveness and efficiency within moral foundations
= Ensure adequate consideration of strategic dimensions

IBK shall establish an environment that reinforces and encourages the ethical and
responsible conduct of the individuals working within it. This necessitates having
structures and processes in place to ensure that the following governance objectives are

met:

* Providing a culture that encourages employees to participate and engage in
innovation, preparation of policies, decision-making, and providing optimal services

= Developing a system that enhances and encourages positive actions and innovative
ideas in the workplace

= Developing internal control systems and adopting effective risk management
systems

= Balancing between the strategic and operational responsibilities to enhance the
reputation of IBK

= Providing accurate reports with a high degree of transparency
» Implementing a “three lines of defense” model
= Protecting shareholder and stakeholder rights

Corporate Governance Framework

A Corporate Governance Framework is a set of responsibilities/practices and
policies/procedures, exercised by IBK to provide strategic direction, ensure objectives
are achieved, manage risks, use resources responsibly, and ensure accountability.

IBK’s CG framework specifies the distribution of rights and responsibilities among the
different participants and lays down the rules for decision-making for top management.

IBK’s CG framework also ensures that IBK fulfils its overall purpose, achieves its intended
outcomes, and operates in an effective, efficient, and ethical manner.

Approved By Board of Directors
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2.3 Governance Principles

2.3.1 IBK must be governed and managed in accordance with the mandate granted to it as per
Kuwait Companies Law (1) of 2016, the Bank’s AoA and CBK.

2.3.2 IBK shall ensure that good governance is established, while taking into consideration that
good governance is founded upon the attitudes, ethics, practices and values of IBK; these
elements have been categorized into the following Corporate Governance Principles on
which good governance is framed.

2.3.3 There must be an effective body responsible for governance to drive, promote, and
enhance each of the principles as outlined in the below figure and detailed later within
this manual.

Sustainability
Committees

Strategic
Direction

Governancs

Performance Culture Controls
Management Environment

Lines of

Delense
Stakeholder

Engagement
& Disclosures &
Transparency

: (@
Boy- \Cv“"\
"ate Governance Infrast™
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3. Governance and Strategic
Direction

3.1 The Board of Directors

3.1.1 IBK'’s BoD shall assume the overall responsibility for the Bank’s operations. The activities
of the BoD are governed by its charter, which defines the purpose, responsibility,
authorities, composition, membership criteria, as well as meeting requirements
pertaining to the BoD. The BoD Charter is to be approved by the BoD and subject to

regular update.

3.2 Board Committees

3.2.1 IBK shall establish BoD Committees in line with CBK guidelines to assist in the various
areas of governance within the Bank. These committees include:

= Board Audit Committee

= Board Risk Committee

= Board Governance Committee

= Board Nomination and Remuneration Committee
» Board Finance and Investment Committee

3.2.2 The Bank shall establish charters for each of its Committees, which include details on the
purpose, structure, responsibility, authorities, performance evaluation and reporting
requirements pertaining to each of the BoD’s Committees.

3.2.3 The Charters of all committees are subject to approval of the BoD.

3.3 Management Committees

3.3.1 The BoD has delegated the day-to-day activities of the Bank to the Bank's Executive
Management. Executive Management shall also form and participate in various
committees to facilitate the activities of the Bank while maintaining sound governance

practices. Such committees include:

= Executive Committee

s Credit Committee

= Asset, Liability, and Investment Committee
= Agriculture Finance Committee

= Small Projects Financing Committee
= Provisions Committee

= IT Steering Committee

= Procurement Committee

=AML Committee

= Strategic Planning Work Group

Approved By Board of Directors
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3.3.2

3.3.3

3.3.4

3.4
3.4.1

3.4.2

3.4.3
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The BoD has full authority to review and reorganize the composition and terms of
reference of the management committees and other working groups in consultation with

the CEO.

The Bank shall establish charters for its Management Committees, which include details
on purpose, responsibilities, authorities, performance evaluation, and reporting

requirements.

The Charters of all committees are subject to approval of the CEO, while maintaining
close consultation and coordination with the BoD.

Strategic Planning

IBK shall establish an ongoing strategic planning process by which it translates its mission
and values into actionable and measurable goals, strategies, initiatives, and programs.
The plan will provide direction for both long and short-term decision-making by the BoD

to fulfil the mission of the entity.

The Bank formed the Strategic Planning Work Group ("SPWG") to develop the Bank’s
strategic plan, which will focus on long-term goals and objectives of the Bank.

The strategic plan shall include the following elements:
= Mission Statement

»  Internal Analysis

= External Analysis

= Goals and Objectives

.App"m’ﬁ‘d By Board of Directors
Meeting No.: 04/2024
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Control Environment

Organizational Structure

IBK shall have an organization structure, policies and procedures that specify the
distribution of rights and responsibilities as well as establish clear accountability among

employees, teams, departments, and committees.

The BoD and Senior Management are responsible for establishing an adequate control
environment within IBK.

It is necessary to have structures and processes that are effective to ensure that the

following objectives of corporate governance are met:

= Compliance with statutory and regulatory requirements: IBK shall establish
effective mechanisms to ensure that it complies with all applicable laws and
regulations (where applicable).

= Safeguarding public interest: The BoD’ responsibilities shall include establishing
suitable arrangements to ensure that public interest is properly safeguarded.

* Proper stewardship of assets and resources: At the highest levels, proper
stewardship entails such activities as giving strategic direction, establishing and
maintaining an adequate control system, adopting reasonable, justifiable and
transparent accounting policies and practices, establishing and maintaining open
channels of communication, and conducting periodic reviews of systems and
processes to ensure that they are working effectively.

The BoD is ultimately responsible for the adequacy, effectiveness and reliability of the
decision-making processes at IBK.

The BoD may form temporary committee(s) to act as a task force to tackle and address
certain initiatives and projects, as deemed appropriate.

Delegation of Authority

IBK shall establish a financial and an administrative DoA matrix that outline significant
IBK activities/decisions and the authorized committee/employee.

IBK’'s DoA matrix shall ensure the following:
= Specifying the scope, level and timeframe for such delegations

» Employees delegated shall have active involvement of the activity being conducted
and have sufficient knowledge of the policies, rules, laws, regulations and
procedures to ensure complete compliance

IBK employees with assigned delegated financial authorities must use the following

general guidelines:

= Follow applicable policies and procedures
= Remain within the financial limits as specified within the DoA

= Document their approval by signing the related necessary documents and/or
following standard approval procedures

The delegated financial authorities granted to an employee shall be restricted to duties
within the corresponding job function and shall not cover those of other employees
unless properly authorized by the BoD.
Financial autﬁgt?tllgg’%qgﬁgfga%ﬁal&" "B
Meeting No.: 04/2024
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IBK shall apply segregation of duties to ensure separation of different functions as well
as define authority and responsibility over transactions. Segregation of duties is critical
to effective internal control as it reduces the risk of both erroneous and inappropriate

actions.

Management Reporting

IBK shall establish a well-defined management reporting mechanism to raise reports to
the CEO, BoD Committees, and the BoD.

The regular reporting process shall show progress on the approved plan by department
as well as progress towards outcome achievement.

The executive management team has the responsibility to support the CEO by ensuring
that major issues (which may affect the overall Bank performance) are brought to the
attention of the CEO in a timely manner and that all relevant information is presented
in a clear and concise manner. Financial and non-financial performance and other
accountability information shall also be reported to the CEO on a regular basis.

The Bank has defined the reporting requirements (internal and external) in each
department’s policy and procedure manual.

Policies and Procedures

IBK shall develop comprehensive policies and procedures for all its departments and/or
operations.

All policies shall be approved by the BoD and procedures shall be approved by the
Executive Committee.

The periodicity for reviewing policies and procedures shall be defined in the Policies and
Procedures Framework adopted by IBK.

Each policy/procedure shall be assigned a Document Controller, who is responsible for
ensuring that such documents are maintained up-to-date and is charged with initiating
any required updates for the document. The Controller is also responsible for ensuring
the adequate roll-out of the document to IBK stakeholders, as well as overseeing the
implementation of which. Moreover, any inquiries or requests for revisions are routed
through the Document Controlier.

¢« The Bank’s department/unit heads shall be the document controllers of their
relevant policies and procedures manuals.

 The Board Governance Committee Chairman shall be the document controller
for all the Bank's corporate governance policies.

Each policy/procedure shall be assigned a Document Custodian, who is responsible for

maintaining the original copies of policies and procedures and holding the custody of

the final versions.

The Document Controller shall assign a Document Custodian within his/her

department. The custodian will have day-to-day control of the department/unit’s

documents and take guidance from the Document Controller (Manager/Unit Head). This

also applies to policies and procedures related to Internal Audit, Risk Management,

AML& CFT and Compliance. The custodian for Job Descriptions shall be the HR and

Administration department.

The Compliance and Governance Head shall be the Document Custodian of all

corporate governance and BoD related policy manuals.

IBK shall ensure comprehensive Job Descriptions are developed for all employee
positions withi iR , job descriptions shall include:
Pproved By Board of Directors

Meeting No.: 04/ 2024
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= Purpose and dimensions

= Key accountabilities and result areas

* Frameworks, boundaries, and decision-making authorities
= Education and experience required

= Skills required

= Competencies

4.5 Internal Control Review

4.5.1 Inline with the CBK’s requirements, IBK shall delegate an independent and qualified
external audit firm to review and assess the internal control systems within the Bank in
order to verify the effectiveness and sufficiency of these systems on an annual basis,
and submit a report in that regard (Internal Control Review Report) to the Bank.

4.5.2 The Internal Control Review Report shall be approved by the BoD and submitted to the
CBK.

Approved By Board of Directors
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5.3
5.3.1

5.3.2

Ethics and Integrity

Standards of Professional Conduct

IBK should promote a culture that is in accordance with the public interest through the
identification and implementation of specific values and behaviors that IBK should abide
by and promote. IBK should also be in line with public values and applicable laws and
regulations of the State of Kuwait.

The Bank shall prepare a Code of Conduct to be approved by the BoD, which shall apply
to all members of the BoD and all employees of the Bank.

Each new employee shall, before commencing work, sign a document undertaking to
abide by the Code of Conduct, and a copy of the document shall be kept in their
respective employee file by the Administration and Human Resources Department.

Leadership Behavior

IBK BoD members and executive management members are responsible for
governance not just in what they say, but more importantly in what they do every day.
Leaders are all constantly measured against the Bank’s Vision, Mission and Values. To
the extent that anyone who does not model appropriate behavior or does not live up to
these principles, undermine IBK culture, collective management credibility, individual
credibility, and, ultimately, the effectiveness of the Bank’s governance.

IBK should promote ethical values through all of its services and operations. Such
values are based on the personal conduct of all employees at all levels and it is the
responsibility of the BoD to promote those values within IBK.

IBK employees must observe the highest professional standards and demonstrate
personal abidance to preserve sound, fair and consistent administrative relationships
among all employees respecting the hierarchy within their levels.

The BoD should implement effective mechanisms to deal with violations of any legal
and regulatory provisions. In order to achieve the principle of justice and equality, IBK
shall abide by its applicable laws and regulations that are compatible with the nature of

work.

Conflicts of Interests
A conflict of interest arises in a situation in which a Director, an Executive, or employee
having an interest, whether financial or non-financial, direct or indirect, or actual or

potential that may impact the objectivity or impartiality of decision making or
expressing an opinion relevant to their position or role, including but not limited to;

Personal Interests
Personal Relationships
External Activities
Gifts and Invitations

The Bank shall prepare a conflict of interest policy that aims to define the rules and
regulations necessary to identify, document, escalate, and disclose conflict of interest
by the members of the BoD, members of the management, and employees in
accordance with the rules and regulations issued by the CBK and leading practices.

Approved By Board of Directors
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Anti-Corruption

IBK employees are prohibited from directly or indirectly offering, giving, soliciting or
receiving any form of bribe, kickback or other corrupt payment, or anything of value, to
or from any person or organization, including government agencies, individual
government officials, private companies and employees of those private companies
under any circumstances.

IBK employees are prohibited for using the Bank’s funds or any other assets of the
Bank for any unlawful or improper purpose.

Employees are prohibited from providing gifts or entertainment to clients, prospects,
government officials or their family members when such expenses are not incurred
while conducting business. Moreover, is prohibited for the Bank’s employees to receive
gifts or entertainment from the aforementioned parties.

IBK employees are prohibited from making contribution of funds, facilities or services of

any kind to political parties or official or candidates for office to their support for
executive, legislative, administrative or other action favorable to the Bank.

The Bank’s books and records must correctly reflect accurately and fairly both the
amount with a written description of any transaction.
Senior management is required to perform due diligence review on the background,

reputation and business capability before engaging or contracting with third party
representatives and to include anti-corruption provisions in any such contract.

Whistleblowing

A whistleblower is defined as an employee who, in good faith, submits a confidential or
anonymous allegation of misconduct or potential wrongdoing.

Whistleblowing does not apply to situations where employees raise issues or concerns
through the normal business or management channels in an open, non-confidential
manner.

The Bank shall prepare a whistleblowing policy that sets out clear guidelines for
employees or any other stakeholders to report, in good faith, internal and external

concerns or suspicions of illegal, unethical, or other inappropriate activities or any type
of misconduct without fear of punishment or retaliation of any kind.

Accountability

IBK’s governance arrangements and practices are designed to provide visibility of
results to the Bank's top management and the community and to conform to applicable
legislative and policy requirements as well as public expectations of openness,
transparency and integrity.

IBK shall be answerable for decisions and have appropriate mechanisms in place to
ensure the Bank adheres to all applicable standards.

IBK shall acknowledge that being open is part of the process of being accountable,
within any reasonable Bank constraints imposed in relation to confidentiality.

IBK shall establish robust systems and procedures to support good records
management practices in order to meet accountability requirements.

IBK shall prepare and implement an approach to document all decisions and
procedures.

Approved By Board of Directors
Meeting No.: 04/2024
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Stakeholder Management

Stakeholders Identification

Stakeholders are organizations or individuals that have interests or that may be
impacted by IBK'’s decisions/activities.

IBK shall ensure key stakeholders are properly identified and fairly represented. For this
purpose, it shall conduct a stakeholder analysis.

IBK shall attempt to identify its stakeholders. For that purpose, the following key
questions need to be asked when identifying stakeholders:

= To whom does IBK have legal obligations

*  Who might be affected by IBK's decisions or activities (either negatively or
positively).

= Who is likely to express concerns about the decisions and activities of IBK

= Who has been involved in the past when similar concerns needed to be addressed

= Who can help IBK address specific impacts

=  Who can affect IBK’s ability to meet its responsibilities

s Who in the value chain is affected

IBK'’s stakeholders include (but are not limited to):

= Employees

= Customers / clients

= Banks

= Regulators

v Shareholders

= Business Partners

= Others as applicable

Communication strategy

In line with the PR & Marketing Policy - embedded in the HR and Administration Policy
and the Disclosure Policy, — the Bank shall devise a mechanism in order to engage with
its stakeholders in a structured approach, detail whom should be targeted, what are the
key messages it wants to convey, the best timing of the communication, how and by
whom each message will be delivered and who will make necessary decisions with
regards to communication with stakeholders.

The elements of the mechanism should include:

= Goals and Objectives: IBK shall define its goals, highlighting what the Bank is
trying to accomplish and the outcomes it aims to achieve through its communication
efforts.

=  Target Audiences: IBK shall identify its target audiences and aim to achieve a
greater understanding of each stakeholder group. It shall define common

characteristics and interests. This element is essential in developing the content of
its mes i hannels, materials and activities, and timing of

Meeting No.: 04/ 2024
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= Key Messages: IBK shall determine the key points it wants to get across to its
audiences and stay focused on them. For this purpose, it shall develop personalized
messages to communicate with each of its target audiences.

= Channels: IBK shall choose the right combination of communication channels to
deliver its messages to its target audiences.

= Timing and Frequency: IBK shall determine the appropriate timing and frequency
needed to get its messages across and achieve its goals.

= Responsibility: IBK shall assign a responsible person for developing and delivering
messages and obtain their full commitment.

= Budget: IBK shall calculate the financial resources needed to implement its
Communication Strategy to make sure it has the budget and that it is feasible.

Engaging effectively with stakeholders will enable IBK to stay abreast of changing
public expectations with positive consequences.

Consultation with Stakeholders

Stakeholder engagement involves dialogue between IBK and one or more of its
stakeholders. It assists IBK in addressing its social responsibility by providing an
informed basis for its decisions.

Stakeholder engagement can take many forms. It can be initiated by IBK or it can
begin as a response by IBK to one or more stakeholders. Stakeholder consultation can
be conducted through either informal or formal meetings and can follow a wide variety
of formats including individual meetings, conferences, workshops, public hearings,
round-table discussions, advisory committees, regular and structured information and
consultation procedures, collective bargaining and web-based forums.

Stakeholder engagement should be interactive and is intended to provide opportunities
for stakeholders' views to be heard.

There are various reasons for IBK to engage with its stakeholders. Stakeholder

engagement can be used to:

= Determine how best to increase the beneficial impacts of IBK's decisions and
activities and how to lessen any adverse impact

= Address the link between the stakeholders' interests and the responsibilities of IBK
to the local community

= Fulfil legal obligations (for instance to shareholders and regulatory bodies)
= Increase transparency of its decisions and activities
= Form partnerships to achieve mutually beneficial objectives

IBK shall communicate with its stakeholders at specific times and through various
communication channels as per its developed and approved communication strategy.

Protection of Stakeholder Interests

The Bank is committed to creating sustainable shareholder value and aims to provide
prolific financial returns and act in the best interests of its shareholders.

The Bank is committed to dealing with suppliers in a straightforward and honest
manner and seeks to build and maintain good relations with suppliers & service
providers and shall ensure the confidentiality of information related to them is
protected. For that purpose, IBK is to devise procurement policies and a supplier code

of conduct.
Approved By Board of Directors
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The Bank is committed to treating its employees fairly and providing equal employment
opportunities for all employees in its employment practices, including recruiting,
compensation, professional development, and career progression.

The BoD shall work to provide safe and healthy working conditions, respecting human
rights, and respecting employee rights.

The Bank is committed to contributing to the overall quality of life wherever it operates
and to use resources responsibly to preserve the environment. The BoD wants
communities to count on the Bank’s help in civil, charitable and other community
activities by fulfilling its social responsibilities.

Stakeholders shall be provided with timely and accurate information about the Bank’s
business and the Bank shall take into account the needs and concerns of stakeholders
when making decisions on the Bank’s behalf.

The Bank shall be committed to maintaining positive working relationships with its
stakeholders and to meet their requirements in a timely and effective manner.

The Bank shall develop collaborative and two-way communication programs to improve
the involvement of the stakeholders in the activities of the Bank.

All complaints and disputes will be addressed promptly and within the guiding principles
of transparency, fairness, respect and accountability.

6.4.10 The Bank and its stakeholders are required to maintain confidentiality of information

and an agreement shall be entered between the parties in this regard.

Approved By Board of Directors
Meeting No.: 04/2024
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Shareholders’ Rights and
General Assembly

Protection of Shareholders’ Interests

The objective of protecting shareholders rights is to ensure that protects the rights of
its shareholders including minority shareholders as well as the Bank’s various

stakeholders.
Shareholders shall have the basic rights to the following (not limited to):

= The right to review and participate in the decisions related to amending the Bank’s
Article and Memorandum of Association, as well as the decisions related to non-
ordinary transactions which might affect the Bank's future or activity, like mergers,
sale of a substantial portion of its assets, or establishing of subsidiaries

= The right to participate in AGM meetings, and provide comments and
recommendations (if any) on any improvements required

= The right to contribute in the decision-making of any significant changes being
made in the Bank

= The right to elect and appoint members of the BoD

= The rights to have accurate, comprehensive, detailed, sufficient, and timely
essential information in order to evaluate investments and make informed decisions

= The right for receiving dividends and for participating and voting at the General
Assembly meetings

Annual General Meeting

The AGM shall be convened by the BoD during the three months following the end of
the fiscal year at the time and place specified by the AoA or the BoD. The BoD may
invite the General Assembly to meet whenever necessary. The General Assembly shall
convene to meet at the request of a number of shareholders holding ten percent of the
Bank's capital, or at the request of the auditor, within fifteen days from the date of the
request.

Shareholders are invited to attend the AGM via formal invitation that includes the
agenda, time and venue of the meeting in one of the following ways:

»  Registered letters sent to all shareholders at least two weeks before the scheduled
date of the meeting;
= The declaration shall be obtained twice, provided that the declaration shall be made

the second time after a period of not less than seven days from the date of
publication of the first announcement and at least seven days before the meeting;

= Submit the invitation by hand to the shareholders or their legal representatives at
least one day before the date of the meeting;

= The meeting may also be convened through any other means of modern
communication set forth in the Executive Bylaw of Companies Law No. 1 of 2016
and any future amendments to the bylaw and the Companies Law, and the absence
of a representa after having been notlf"ed in wntnng of the
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The AGM shall not be valid unless attended by voting shareholders representing more
than half of the subscribed shares, and if this quorum is not available, the Assembly
shall be invited to a second meeting of the same agenda, to be held within a period of
not less than seven days and not more than thirty days from the date of the first
meeting, and a new invitation may not be issued for the second meeting if the date has
been specified in the invitation to the first meeting.

The Ministry shall invite the AGM to meet within fifteen days, if the meeting is not
organized by the BoD for any reason whatsoever, it may preside over the meeting,
unless the Assembly elects a contributor for this purpose.

Subject to the provisions of the Companies Law, the AGM shall be competent at its
annual meeting to take decisions on matters within its competence, in particular the
following:

= Report of the BoD on the Bank’s activities and financial position for the fiscal year
ended

= Report of any irregularities monitored by the regulatory authorities and penalties
imposed on the Bank

» Auditors’ report on the financial statements of the Bank

= Financial statements of the Bank

= BoD suggestions on dividend distribution

= Election or removal of members of the BoD and determining their remuneration

= Appointing an auditor for the Bank and determining his fees or authorizing the BoD;

= Decide on transactions that have been or will be made with related parties, and
identify related parties in accordance with International Accounting Principles.

The AGM may not discuss topics not on the agenda unless they are urgent matters that
have risen after the preparation of the agenda or have been revealed during the
meeting, or if requested by one of the regulatory authorities or the auditor or a number
of shareholders who own five percent of the Bank's capital, and if during the discussion
the information on some of the issues presented is found to be insufficient, thé meeting
shall be postponed for a period not exceeding ten working days if so requested by a
number of shareholders representing one quarter of the issued share capital, the
adjourned meeting takes place without the need for new advocacy procedures.

Extraordinary General Meeting

The General Assembly shall conduct an extraordinary session upon an invitation from
the BoD or upon a reasoned request from shareholders representing fifteen percent of
the issued share capital of the Bank or the Ministry, and if the BoD does not invite the
Association within the period stipulated in the preceding paragraph, the Ministry shall
convene the meeting within fifteen days from the date of expiry of the period referred

to in the preceding paragraph.
Subject to the other functions provided for in the Companies Law, the Extraordinary
General Assembly shall have the following competencies:
=  Amendment of the Bank's AoA;
= Selling all the project for which the Bank was established or disposing of it in any
other way;
= Dissolution, merger, transformation or division;
= Increase or decrease the Bank's capital;
Approved By Board of Directors
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= Any other resolution required by a resolution of the Extraordinary General Assembly
in accordance with the provisions of the law.

7.3.3 The Extraordinary General Meeting shall not be valid unless attended by shareholders
representing three quarters of the issued share capital, if such quorum is not available,

a second meeting shall be convened if it is attended by a representative representing
more than half of the issued capital.

Approved By Board of Directors
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Disclosure and Transparency

Organization of the Disclosure Process

The Bank shall maintain a disclosure register for BoD members and Executive
Management, including their information as required by any relevant instructions,
resolutions, or laws. Such information shall be updated instantly with the changes that
may occur thereon, such as the remuneration package, salaries, financial benefits,
conflict of interests, among others as per CBK’s disclosure requirements.

IBK shall assign the responsibilities of disclosure to the Disclosure Unit, whose roles and
responsibilities shall be specified by the BoD.
The Bank shall develop a disclosure and transparency policy that aims to organize the

Bank’s procedures for disclosure of significant information and provide a mechanism for
the announcement thereof in line with the BoD'’s stance with respect to corporate

governance regulations.

Confidentiality and Data Protection

The BoD is responsible for embedding adequate measures to maintain the
confidentiality of the information not yet disclosed and may affect the Bank’s key

stakeholders and customers.

The Disclosure Unit will respect the value and ownership of information they receive
and will not disclose information to any external or unauthorized parties without
appropriate approval from the CEO unless there is a legal or professional obligation to
do so.

The Bank shall develop a data protection policy that sets out how the Bank seeks to
protect the personal data of its employees, customers, suppliers, and other individuals
and to ensure that employees understand the rules governing their use of personal data
to which they have access in the course of their work.

A pp roved B y Board of Directors

07/08/2024

N

Dated :




The Industrial Bank of Kuwait K.S.C.
Corporate Governance Manual

9. Three Lines of Defense

In line with the Corporate Governance Guidelines issued by the CBK, the risk governance
framework should include well-defined responsibilities for risk management referred to as the

“Three Lines of Defense”, namely:

9.1

9.1.2

9.2

9.2.2

First Line of Defense

9.1.1 The First Line of Defense is comppsed of the Bank’s business units whose functions and
activities involve the potential to create risks for the Bank, and hence the
responsibilities of the First Line of Defense are to assess and manage such risks.

Please refer to section 4 ‘Control Environment’ for further details.

Second Line of Defense

9.2.1 The Second Line of Defense is composed of the Risk Management Department,
Compliance Unit, and AML Department.

Risk Management Department

IBK shall establish a Risk Management Department and maintain an adequate risk
management framework.

The Risk Management Department shall be independent from the First Line of
Defense and shall strengthen and complement the function of the First Line of
Defense by monitoring and reporting to management and supervising aspects of the
Bank’s risks and independently evaluating those risks.

The Risk Management Department shall report functionally to the BRC and
administratively to the CEO.

The Bank shall develop comprehensive Risk Management policies and procedures
approved by the BRC and the BoD.

IBK shall ensure that good risk management practices are in place and are
adequately reflected in the Bank’s Risk Management framework as well as

departmental policies.

As part of an integrated risk management framework, the BoD is responsible for
establishing and approving Business Continuity and Disaster Recovery plans.

Informed decisions should be made based on evaluation of the associated risks in
order to increase the likelihood of achieving desired outcomes.

9.2.3 Compliance Unit

23

IBK shall establish a Compliance Unit, which shall report functionally to the BGC and
administratively to the CEO and be responsible for monitoring the Bank’s
compliance with laws and regulatory requirements as well as Corporate Governance

Guidelines issued by the CBK.

The Unit shall establish mechanisms to ensure compliance with various local laws
and regulations, including prevailing CBK regulations and guidelines, as well as
instructions pertaining to AML and CFT, in addition to Law No. (106) of 2023.

The Bank shall develop compliance policies and procedures which shall set out the
guidelings that govern the Compliance Unit at the Bank in accordance with the

regulatiphppitdeed] dontoaldreiquicandnts of the CBK.
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* The Compliance Unit shall notify the BoD and Senior Management about the Bank’s
compliance with the regulatory legislations, instructions, and controls periodically,

= On an annual basis, the Compliance Unit shall identify and evaluate noncompliance
risks that the Bank is exposed to as well as the plans set out to effectively manage

these risks.
Anti-Money Laundering Department

= IBK shall establish an AML Department, which shall report functionally to the BRC
and administratively to the CEO.

= IBK shall apply and comply with local laws and regulations, international best
practices while maintaining a comprehensive AML / CFT framework.

= The Bank shall develop Anti-Money Laundering policy and procédure manuals which
aim to define the responsibilities of the Bank in order to ensure its compliance with
the laws, ministerial decisions, and AML/CFT regulations issued by the regulatory

bodies.

Third Line of Defense

The Third Line of Defense is the Internal Audit Department, which is responsible for
providing assurance over the adequacy, effectiveness, and reliability of functions
controls along with ensuring appropriate control environment is established within IBK
as per the Internal Audit scope and mandate set in the Internal Audit Charter.

The Internal Audit Department shall functionally report to the BAC and administratively
report to the CEO.

The Bank shall develop Internal Audit policy and procedure manual which shall
standardize and streamline the various functions and responsibilities of the Internal

Audit Department at IBK.

Rights and Obligations of External Auditors

In accordance with the requirements of regulatory authorities, the external auditor shall
be recommended by BAC to be nominated by the BoD, for approval by AGM. The
external auditor is appointed on grounds of efficiency, reputation, and experience.

The external auditor shall be independent from the Bank and its BoD, and may not be a
partner, agent or a relative, even of the fourth degree, of any founder or BoD member

of the Bank.

The Board Audit Committee mandate assigned to the external auditor should be free
from any conflict of interests and shall be consistent with the roles and responsibilities

of the external auditors.

The BoD is responsible to ensure that the necessary actions are taken to resolve any
weaknesses in internal control systems as raised by the external auditor.

The external auditor, as per the Commercial Companies Law Article 161, holds the right
at any time to examine ail the Bank’s books, records, and documents. They also have
the right to request any other documentation or explanation as necessary deemed in
order to discharge its functions.

The external auditor also has the right to verify the assets and liabilities of IBK. If the
external auditor is unable to exercise those powers, it will record such event in a
written report to be submitted to the BoD. If the BoD does not enable the external
auditor to carry out its functions, the external auditor must send a copy of the report to
the Ministry i tent authorities and must present the report to

the next Gg

o 04/2024
e N 7 08/2024

Dated :




The Industrial Bank of Kuwait K.S.C.
Corporate Governance Manual

9.4.7 The external auditor has the right to receive any notices or communications related to
any General Assembly meeting that each shareholder is entitled to receive.

9.4.8 The auditor shall be liable for the financial statements contained in his report and for
any damage sustained by the Bank, the shareholders or others due to a fault
committed in the course and by reason of his work.

9.4.9 The auditor shall be liable for damages sustained by the Bank as a result of his
resignation at an inappropriate time. Each shareholder shall have the right to discuss,
at the ordinary general meeting, the report of the auditor and seek clarifications on its
contents.

9.4.10 The external auditor may not, while assuming the auditing of IBK'’s financial
statements, perform any technical, administrative or consultation services or any other
activities that may affect its decisions and independence, or any services that, at the
discretion of competent authorities, may not be rendered. (refer to the External Audit
Policy for further details).

Approved By Board of Directors
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10. Performance Management

This section should be read in conjunction with the below documents:
¢ Human Resources and Administration Policy

s Board Evaluation Framework

= Competency and Succession Planning Policy

10.1 Performance Measures

10.1.1 IBK shall establish and report on relevant financial and non-financial performance
measures to ensure and demonstrate the efficient and effective use of resources.

10.1.2 IBK shall establish Key Performance Indicators (*"KPIs”) that shall be used as a
management and accountability tool, helpful for both internal and external users.

10.1.3 Performance measures need to be quantified in terms of identified goals and
timeframes. The most common bases of comparison of KPIs include:

= Comparison with the performance of previous years
* Comparison with similar Companies domestically and/or internationally
= Comparison of actual performance against target performance

10.1.4 Non-financial performance measurements are important in the drive to improve
operations and deliver services of a good quality.

10.1.5 The Bank shall establish a BoD Evaluation Framework that sets out the general
guidelines for evaluating the BoD at the Bank in order to significantly enhance the
BoD's effectiveness, maximize strengths, tackle weaknesses, and improve corporate

relationships.
10.1.6 Talent Outlook
= IBK shall be committed to attracting and retaining the best and brightest human
resources by adopting robust and sustainable talent management systems.

» All new employees shall receive thorough orientation or induction tailored to their
role in achieving the outcomes of IBK Bank goals.

10.1.7 Professional Development
= IBK shall encourage ongoing learning and professional development across the
Bank.

= IBK shall adopt a formal development program for its employees to leverage on
their skills and capabilities to drive the Bank towards the achievement of its
strategic objectives.

= Sufficient opportunities and resources shall also be provided to individuals for
meeting the ongoing professional development requirements of their professional
bodies.

10.1.8 Performance Monitoring

= Performance monitoring is essential to provide feedback to the BoD on the overall
performance of IBK Ongomg performance monitoring and reporting provide
2 ; akeholders can view performance against

4t regulations and ethical requirements.
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10.1.9 Performance Evaluation
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Individual contributions related to IBK's employees will be evaluated through
regular performance reviews.

IBK is committed to a fair and transparent performance evaluation process for its
employees.

Succession Planning

The BoD is responsible for ensuring there is adequate staffing at all levels of IBK,
and that a succession plan is developed to ensure that, in case of vacancy in critical
positions, IBK's operations are not adversely affected.

Training Plan

The Human Resource Department shall prepare an annual training plan based on
individual employees’, departmental and Bank needs identified through formal

evaluation mechanisms.

Manpower Plan

Annually, the Human Resource Department, in collaboration with the various IBK
Departments, shall identify the required number of personnel to be hired by the

Bank.

The required number of personnel to be hired by the Bank shall be communicated to
the CEO through a Manpower Plan.

Appl‘OVt‘d By Board of Directors
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11. Environmental, Social, and
Corporate Governance

11.1 Environmental, Social and Corporate Governance (ESG)

11.1.1 ESG is the concept of developing and implementing Bank practices that meet the
needs of the present users without compromising the ability of future generations to

meet their own needs.

11.1.2 The Bank aims to integrate the environmental, social, and corporate governance
(ESG) factors into the Bank’s prudential framework and its strategy.

11.1.3 ESG presumes that resources are finite and should therefore be used conservatively
and wisely with a view of long-term priorities and consequences of the ways in which
resources are used.

11.1.4 The Bank shall devise a ESG strategy which shall include IBK's sustainability vision,
the level of ambition for the ESG strategy, timeframe against which the strategy will
be based, and potential governance structures.

11.1.5 In addition, the Bank shall devise a reporting framework to increase the transparency
and accountability linking environmental, social, and economic issues as well as long-

term perspective.

11.1.6 The Bank shall set an annual budget for all ESG activities and initiatives, which shall
be approved by the BoD.

11.2 Implementation of ESG

11.2.1 IBK shall allocate various roles related to implementing its ESG strategy amongst
employees from various departments. Responsibilities of individuals assigned. for

implementation shall include:

= Developing an effective ESG program encompassing environment, workplace,
community and marketplace issues, which establishes agreed ESG targets;

= Establishing a mechanism and strategy to engage employees;

= Understanding standards for measurement and establishing ESG performance
indicators to bring the organization in line with best industry practices;

= Acting as the main point of contact for IBK in the Community;

= Engaging internal stakeholders and establishing a network of ESG champions
within the Bank;

= Ensuring effective communication methods are in place to communicate
business ethics, ESG targets and performance;

= Attending relevant industry events and acting as the knowledge leader and
expert for ESG.

Approved By Board of Directors|
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. Investments

12.1 Governance over Investments

12.1.1.
12.1.2.

12.1.3.

12.1.4.

12.1.5.

12.1.6.

12.1.7.

12.1.8.

The Bank shall establish a documented investment strategy.

The Bank has established a Portfolio Governance Policy and embedded controls to
oversee the Bank’s investments and portfolio management.

The investment strategy is to be recommended by Executive Management and
approved by the BoD.

Oversight of the Bank's investment transactions, performance and risk management
exposure shall be regularly conducted.

As part of investment governance, the roles and responsibilities of the three lines of
defense are to be defined.

Borrowing and repayment of loans shall be evaluated and endorsed by the signing
authorities as per the limits in DoA matrix.

Regular review on the policies and guidelines governing the Bank's investment
portfolio and monitoring compliance with those policies shall be conducted on an

annual basis.

IBK shall develop comprehensive policies and procedures (including approval levels)
for its investment activities.

Approved By Board of Directors
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