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Important announcement for the shareholders of Al Baraka Banking Group
Regarding the Extraordinary General Meeting

Pursuant to the invitation to hold the Extraordinary General Assembly Meeting, which was
published on November 09, 2020 at the Bahrain Bourse, Nasdaq Dubai, the Irish Stock Exchange,
the Group’s website and local newspapers, we attach herewith a brief presentation on the license
conversion process, its objectives and desired benefits to the parent company of the Group and to
its shareholders, in addition to the main conversion steps. This presentation is also available at
Nasdaq Dubai, the Irish Stock Exchange and the Group’s website.
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Al Baraka Banking Group
License conversion from
Islamic Wholesale Bank

into Cat 1 Islamic
Investment Firm
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Purpose of the license conversion

ABG aims to benefit from the Central Bank of Bahrain’s
Category 1 Islamic Investment Firm license regime,
which offers a framework that is better aligned to the
parent’s business model, activities and strategy for the
future. ABG’s strategy has always been focused and
continues to be driven by the activities and plans of its
subsidiaries, which already hold Islamic commercial
banking licenses in their respective geographies.

Conversion to a Category 1 Islamic investment firm
license will enable the Group to streamline operations,
enhance efficiencies and make better use of its
resources for the benefit of its subsidiaries and other
stakeholders.
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Difference between the 2 licenses

While both Islamic Wholesale Banking License and Category 1 Islamic
Investment Firm License are regulated by the CBB, holders of the Islamic
Wholesale Banking License are subject to the provisions of Rulebook 2 of
the CBB whereas the Investment Firm License holders are governed by the
provisions of Rulebook 4 of the CBB. In addition, as a listed company, the
Group is governed and will continue to be governed by the provision of
Rulebook 6 of the CBB.

Category 1 Islamic investment firm licensees are able to undertake all types
of regulated investment services, including dealing in financial instruments
as principal; and, in undertaking these activities, they are able to hold client
assets. However, the major difference between an Islamic Wholesale
Banking License and a Category 1 Islamic investment firm License is that as
holders of the Category 1 Islamic Investment Firm License, an investment
firm may not accept any money placements or deposits. In addition, such
investment firm may not enter into any financing contracts (except where it
is an incidental part of assisting a client to buy, sell, subscribe for or
underwrite a financial instrument). Finally, such investment firm may not
offer Shari’a compliant Profit Sharing Investment Accounts (whether
restricted or unrestricted), as these transactions may only be undertaken by
bank licensees.

In terms of oversight from CBB, both licenses holders are subject to almost
the same governance standards and compliance rules except for some
prudential ratios (i.e. capital adequacy and liquidity ratios).

9 9

a?® N .« .
v 99 o
1 . WL

%

1 A e L) LY 4S8 (e Jis oY) sl iy pad 5 ol s B
oY) el el das ) ela Gl e S all G aal) o el il Y Glaady
shla mady Ly g S all Cpoadll Capead 2 a8 el @l QS HSAY () gmady
Goadl Giyas e 4 a8 o)l QS HSaY Loyl LYl AS 8 panl
ae) gl QS AlSaY da jad A8 LIS de ganall puadd Jhai Cisw 5 i LS5 38 5l

(Sl Gl 8 a0 6 A

Cpead Al G (3 A

Clead &5l aaany bl 1 Ll (e Apadal) JLaiiin) GIS 1S agd (ol el aukaing
iV sdg Al aly ¢JualS L) cl a1 A Jaelail) @l 8 ey cdalaiall jlaiinY)
Ot i Om el GDEAY) G el ey Jeall Jpals BlaaY) e a0l G5 S
Slala Lgitmy 4l oo 1 28 (e ey LY A8 50 (e yig (oadluY) dleall oy
S @iy gl Jsd JLaiiad) AS A1 ey W ¢ A e LDy laTiul) A8 58 ek il

o Lgr o Ala 31Y Jranll o158 dlae (e Liiape 133 @lld Lgd o Al VAl
ClS o) ) dpe yd jlafiad il apa HLTLYT AS AL ey Y Al (L LK)
G V) laleall 028 ¢l sa) Jsaa Y Cun (LY el e A (dilhe o aka

A pad el gl

ilaall el dad 5 Jela gy (38 cpadl Gipae 8 e Bl Glets Lads
(Al st Il ol 5 A0S S A 3l ol (ymay o5l Gy i



Impact of the license conversion

The license conversion will not have any significant
impact on the business activities carried at the level of
the Parent and on its shareholders. Neither will it have
an impact on its dividends distribution policy.

The Group will continue to be listed on Bahrain Bourse
and Nasdaq Dubai.

The organization structure of the Parent will not be
immediately impacted but will be adjusted over time
in order to achieve better efficiency.
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Conversion advantages

Category 1 Islamic Investment Firm license is more
aligned to the business model of ABG parent: Most of
the current business activities can be performed under
Category 1 Islamic Investment Firm license.

The parent company will comply with capital adequacy
requirements at Solo level.

New structure provides a future possibility of
substitution of the current AT1 instrument with a T2/ T3/
Islamic financing arrangement, subject to CBB approval.

Less stringent liquidity requirements for Category 1
Islamic Investment firms compared to Basel-lll
requirements of deposit-taking banks.

More flexible requirements in terms of control functions
aligned to license requirements.
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Key Steps

1. Obtain EGM approval of License Conversion and
name change (subject to CBB approval)

2. Submit a full application to the CBB, along with all
required documents

3. As part of the application, Consultants’ report to
the CBB on confirmation of cessation of all
banking license activities

4. CBB final approval for license change

5. Change of articles of association, including the
change in name, and other regulatory documents
to be notarized at the Ministry of Justice and
Islamic Affairs

6. Communication and markets notifications
throughout the conversion process as per CBB
guidelines for publication requirements

It’s expected that the conversion process will be
finalized within 6 to 12 months, subject to regulatory
approvals.
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