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In the name of Allah, the Most Gracious, the Most Merciful

Praise be to Allah, blessing and peace be upon the Prophet of Allah;
Mohammad and upon his family, companions and followers.

Dear brothers

On behalf of Kuwait Finance House Board of Directors, I take pleasure in
warmly welcoming you to your 13th anual meeting and submit to you the
financial statements including the profit and loss account for the years 1990-
1991. This report is the first to be published after the barbarious Iraqi inva-
sion.

The Iragi invasion has affected the entire fabric of Kuwait. Kuwait’s
people, industry, commerce, property and culture were all badly damaged.
With the kind grace of Allah Almighty, Kuwait is now back on its feet.
Damages are being repaired at a fast pace, and Kuwait has again started
playing its usual important role in regional and international affairs. Our
national establishments are returning fast to normalcy and gaining strength.

Since early days of liberation, Kuwait Finance House have been com-
peting headon with other Kuwaiti financial institutions to provide a com-
plete range of banking services most efficiently. We feel relieved with the
positive response of our valued clients and respected shareholders. Of
course the multi-face support of Kuwait government has always been behind
our equisite performance.

Our profound trust in Allah Almighty, and the determination and pre-
serverance of our staff to serve our clients most professionally enabled
Kuwait Finance House to be:

— the first Kuwaiti financial institution to offer international remittance ser-
vices, -

— the first to offer Visa Card service,

— the first to start selling automobiles and other durables or instalment
credit.

— the first to offer Murabaha sales of land plots for residential housing,
— the first to resume renting and selling residential flats and

— the first to resume publication of our famous international monthly
magazine “ Al Noor”

Only Allah has madeé it possible for us to realize these great achieve-
ments. We thank Him with all humility and obedience.

This Annual Report covers the period from 1st January 1990 up to 31st
December 1991. This two-year period includes the seven months of brutal
Iraqi occupation. We promise to complete the march towards presenting
our services in the most distinguished way, with the utmost developed man-
ner and in the context of legal Islamic spirit.




At the beginning of the crisis, our management and staff started work-
ing on the prime concern of protecting the properties of our clients and
shareholders in the best and the most sequred manner under the prevailing
difficult conditions. The following were actions taken:

— Opening of the Banking Hall at the Head Office alongwith five branches
to meet customers urgent needs.

— Recovering of the Computer Back-up data tapes containing customer
accounts records, and general financial position statements, and smug-
gling them abroad at great personal risks to the employees concerned.

— Operation of K.F.H. Head Office and branches by Kuwaiti staff with the
objective of protecting bank's properties and assets as long as possible.
Many of them were, as a consequence, subjected to arrests and harrass-
ment by the Iragi occupiers.

— Co-operation with various local co-operatives to provide badly needed
cash assistance to our clients staying in Kuwait for their survival.

— Installation of steel doors at Al-Muthanna Complex to protect the re-
maining properties there.

— Provision of guards to protect equipment and machineries at the Head
Office and Al-Muthanna Complex.

— Protection of K.F.H. Real Estate holdings and property documents.
— Protection of all important documentation to safeguard customer rights.
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© . K.F.H. after liberation

K.F.H. management and staff were working day and night right
from the first moment of liberation to resume client services in a most
efficient and competitive manner. When the banks started functioning on
24th March 1992, the following major achievement were realized:

The Head Office was furnished with needed staff, machines, equipment
and miscellaneous supplies to resume customer services on time to be
equal to or better than our competitors.




2. Through emergency efforts, damages inflicted on several branches were
repaired, and the branches were made ready for customer services.

3. Urgent repair, necessary alterations and cleaning services were provided
to K.F.H. Al Shuwaikh Commercial Center to resume sale of new and
used cars, and provide Murabaha services.




KFH Advertising Campain for Al-Muthana Complex success-
fully achieved its marking goals.

4. Repair and refurnishing of the K.F.H. Farwaniya Center which had
been badly damaged and burnt during the occupation,




5. Resumption of Automated Teller Machine services.

6. Restoration of Visa Card services. o i




1. AL RAWDHA COMMERCIAL CENTER

The Trading Sector with the help of the Kuwaiti Co-operative
Societies, rented 1200 square meters of land area from Al Rawdha Co-op-
erative Society. A modern shopping center was then built there, and equip-
ped with state-of-art facilities available. This land was then rented out to 19
Kuwaiti companies at attractive terms, under the control and management
of KFH Trading Sector. The leasors were chosen with the objective of ful-
filling needs of residents of Al-Raudha and environs.

2. ASSISTANCE TO THE OFFICE OF MARTYR FACILITIES

The Trading Sector’s Automobile Dept. is offering special car purchase
i facilities to the families of our illustrious martyrs. So far, more than 30
families benifitted from this special service.




3. LADIES SERVICE UNITS

KFH believes in the important standing of women and their invaluable
role in society. Hence a special service section has been introduced for them
at Al-Shuwaikh Commercial Center. The section provides car purchase and
Murabaha services for ladies, in exclusive manner and environment most
suitable and comfortable for them.

4. INAUGRATION OF JOINT EXHIBITION CENTER

KFH and Yusuf Ahmed Al-Ghanim Company have jointly opened an
Automobile showroom in Al-Dhajij area to offer new and used car sales
service. This is the first instance of such business cooperation in Kuwait.

2 i
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In line with the Trading Sector's plan to expand its activities and pro-
vide a wide range of services to the largest possible number of Kuwaiti in-
vestors, the Sector has inaugrated the best and the only automobile show-
room of its kind in the country at Al-Shuwaikh area to provide a large vari-
ety of cars at competitive prices.

The Sector also expanded existing cooperation with Kuwaiti business
establishments. The opening of the joint show room with Yusuf Ahmed Al
Ghanim Company, and of Al-Rawdha Trading Center in Al-Rawdha Coop-
erative society are outstanding examples of this cooperation.

In addition, the variety of the Sector services continues to grow as seen
in the introduction of an exclusive Ladies Section to handle their transac-
tions at their convenience.

4 REALESTATE'
AT 5 I
B RAENSECTOR -

KFH efforts to develop customer services in this sector have continued
as usual. An automated system to collect receivables from customers has
been developed. A Real Estate Investment Study Committee has been
made to assess investments abroad. Another committee has been formed to
investigate possibilities of apartment sales to clients outside Kuwait. A num-
ber of projects like residential complexes and commercial buildings and
complexes are under construction to provide a wide range of choices to in-
vestors at competitive terms and prices.

The sector has also been busily repairing extensive damages to KFH
existing KFH holdings, including Al-Muthanna Complex, Al-Shuwaikh
Trading Center and a number of other branches, commercial and residential
buildings.




BANKING SECTOR

Working to carry out KFH strategy on providing high quality
client services and continuing efforts to modernize products in
line with customer’s expectations, the Banking Sector has the
following noteworthy achievements:

a. In the area of branch network:

1) Opened the Khaldeya Branch in February 1990.

2) 70% of the KFH prewar number of branches have resumed opera-
tions.

3) The badly damaged Farwaniya Branch was relocated to a new pre-
mises, where full-scale operations were resumed in December 1991,




4) In order to develop and improve KFH services, Hawalli and Faiha
branches were redesigned.

b. The number of Auto Teller Machines (ATM) has now in-
creased to 29 locations. More importantly, all KFH ATM
machines have been replaced by new improved models
offering greater customer services.

c. In the field of new products and services:

1) Premium Saving Account service is now available to meet the needs
of small savings customers,

2) Automated Service Accounts are available to individuals interested in
reciept and withdrawal of their salaries through ATMs.




3) Our services to Cooperative markets, which are aimed to improve
trading and economic activity in the country, are now being re-struc-
tured to offer new segments of business; like electronics stores, phar-
macies etc. in the near future.

4) Current Accounts services have vastly been improved by providing
expanded information in account statements and speedy and accurate
correspondence, providing customers with the convenience of being
informed of circulations in their accounts.

All KFH banking services are now fully-restored and we are confi-
dent that the KFH client service quality will continue to improve.




The financial results for the period ended 31.12.1991
indicate the following:-

The Balance Sheet

The total balance sheet amounted to KD 1108,6 millionThough total assets
decreased by 23,4 compared with 1989, neverthless this does not reflect a
real decline in investments or funding sources. The real factor is the drop in
exchange deposits with firiancial institutions, an arrangement that enables
KFH to lend in KD and borrow in foreign currencies without involvement
of interest transactions.

On the liabilities side, current and investment accounts amounted to KD
984,2 million, an increase of KD 26,3 million over 1989, and shareholders’
funds amounted to 34.8 million KD.

Revenues and Profit:

Total revenues amounted to KD 59,4 million. After the deduction of ex-
penses and various provisions, net profit for the year amounted to 27.5 mil-
lion.

Profit Distribution:

Profit has been distributed on investment deposits for the period from
1.1.1990 to 31.12.1991 as follows:

Investment deposits - Unlimited period 9%
Investment deposits - Limited period 8%
Investment Savings accounts - 6%
Dear Brothers,

In conclusion, we thank Almighty Allah for His help and guidance and we
pray to Him to assist us to achieve the uhjectivc;s of Kuwait Finance House
for the benefits of our country and the Arab and Islamic World under the
leadership of his Highness the Amir Sheikh Jaber Al Ahmad Al Sabah and
the Crown Prince Prime Minister Sheikh Sa'ad Al Abdullah Al Salem Al
Sabah and the esteemed government.

We express our deep thanks to their excellencies the members of the Fatwa
and Sharia’a Supervisory Authority. I also thank my colleagues, the mem-
bers of the Board for their concerted efforts. I would like to commend the
efforts of the Managing Director Bader Abdul Mohsin Al Mukhaizeem, the
Assistant General Managers, their deputies and all the employees.

I also thank the shareholders, and our customers for their fruitful co-opera-
tion for mutual benefits.

We pray to Allah to bless our efforts in the service of Islam and Muslims.

Ahmad Barle Al-Yaseen
Chairman




Date : 4 th Jumada AL -Awwal 1413
Corresponding to 29 th Octobar 1992

Report Of Fatwa & Sharia a
Supervisory Authoity

By following up the performance of Kuwait Finance House
during 1990 -1991

certify that all its activities were practiced in complince with

islamic Sharia'a. and no violations have occured; to the best
of our knowledge .

Shelkh Dr. Bader Shelkh Dr. Khaled Shelkh Dr. Mohd.
A, Abdul-Basit Al-Mathkour Fawzi Faldullah




AUDITORS’ REPORT TO THE SHAREHOLDERS OF KUWAIT FINANCE
HOUSE K.S.C.

We have examined the financial statements of Kuwait Finance House K.S.C. set out on pages 30to 42
Our examination included such tests of the accounting records and such other auditing procedures as

we considered necessary. We obtained all the information and explanations that we required for the
purpose of our examination.

In our opinion the financial statements give a true and fair view of the state of affairs of the Company
at 31 December 1991 and of the results of its operations and the changes in its financial position’ for
the period then ended in accordance with International Accounting Standards, except that, as men-
tioned in Note 2(e) to the financial statements, the Company has not presented corresponding figures

in respect of the statements of income and appropriations and the statement of changes in financial
position for the preceding year.

Furthermore, in our opinion proper books of account have been kept by the Company and the finan-
cial statements, together with the contents of the report of the board of directors relating to these
financial statements, are in accordance therewith. We further report that the financial statements in-
corporate all information that is required by the Commercial Companies Law of 1960, as amended,
by Law No. 32 of 1968, as amended, concerning currency, the Central Bank of Kuwait and the orga-
nisation of banking business, and by the Company's articles of association, that an inventory was duly
carried out and that, to the best of our knowledge and belief, no violations of the law nor of the arti-
cles of association have occurred during the period ended 31 December 1991 that might have had a
material adverse effect on the business of the Company or on its financial position.

AHMED M. Al-AIBAN WALEED A. AL-OSAIMI
RAA. NO. 65 A R.A.A. NO.G8 A
OF ERNST & YOUNG OF ERNST & YOUNG

Kuwait
25 May 1992



Note KD 000's KD 000’s
ASSETS

Cash and short term funds 4 210,840 60,337

Deposits with banks and other
financial institutions 5 20,111 101,868
| Murabaha receivables 6 239,021 488,407
Government debt bonds 7 553,201 —
Investment in property 8 22,043 395,208
Construction work in progress 9 905 23,925
Investment in Al-Muthanna Complex 10 26,189 27,545
Other investments 11 8,703 8,338
Premises and equipment 12 17,394 18,069
Other assets 13 10,228 8,341
TOTAL ASSETS 1,108,635 1,132,038

AHMAD BAZIE AL-YASEEN
CHAIRMAN




MILITIES AND SHAREHOLDERS' FUNDS

LIABILITIES

Due to banks and other financial institutions
Current and investment accounts

Other liabiliti

Proposed dividend

TOTAL LIABILITIES

SHAREHOLDERS’ FUNDS

Share Capital
Reserves

TOTAL SHAREHOLDERS’ FUNDS

TOTAL LIABILITIES AND SHAREHOLDERS’ FUNDS

BADER ABDULMOHSEN AL-MUKHAIZEEM
MANAGING DIRECTOR GENERAL MANAGER

The attached notes 1 to 20 form part of these financial statements.




Note

INCOME FROM BANKING AND OTHER ACTIVITIES
Banking operations

Property and construction operations

Commercial operations

Rental income

EXPENSES RELATING TO BANKING AND OTHER ACTIVITIES
Provision for murabaha losses
Provision for diminution in value of other investments

NET INCOME FROM BANKING AND OTHER ACTIVITIES
OTHER INCOME

OPERATING EXPENSES
General and administration
Depreciation

PROFIT BEFORE UNUSUAL AND PRIOR PERIOD ITEMS
Unusual and prior period items 17

NET PROFIT FOR THE PERIOD

STATEMENT OF APPROPRIATIONS
Transfer from reserves 16
Distribution to depositors © 15

The attached notes 1 to 20 form part of these financial statements.

20,133
7,217
24,370

27,548

(15,940)
43,488

27,548




KD 000’s
SOURCES OF FUNDS
From operations: _
Profit for the period before unusual and prior period items 28,459
Item not involving movement| of funds:
Depreciation 6,969
Total generated from operations 35,428
Other soruces:
Net book amounts of premises and equipment disposals 142
Disposal of investments in property 370,765
Disposal of construction work in progress 23,020
Total sources of funds 429,355
FUNDS APPLIED
Unusual and prior period items 911
Distribution to depositors 43,488
Government debt bonds 553,201
Purchase of other investments 365
Purchase of premises and equipment 2,680
Dividend paid 1,140
Zakat 456
Total applications of funds 602,241
DECREASE IN OPERATING ASSETS (172,886)
Arising from movements in: ;
Murabaha réceivables (249,386)
Due to banks and other financial institutions 44,632
Current and investment accounts (26,345)
Cash and short term funds 150,503
Deposits with banks and other financial institutions (81,757)
Other assets and liabilities (10,533)

(172,886)

The attached notes 1 to 20 form part of these financial statements.
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INCORPORATION AND REGISTRATION
Kuwait Finance House K.5.C. (KFH) is a public shareholding company incorporated in Kuwait.

The principal activities of KFH include the provision of banking services, the purchase and sale of
property and other trading activities including project construction for its own account as well as for
third parties. Sales may take various forms including cash, credit and murabaha sales (purchasing of
raw materials, goods or equipment and selling them at an agreed negotiated profit margin).

All activities are conducted in accordance with the teachings of Islam without practising usury.

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS

(a) The financial statements of KFH have been prepared for the two year period ended 31 Decem-
ber 1991 in accordance with Decree No. 4A/90 extending the financial year end 1990

(b) As a result of the Iraqi invasion of Kuwait on 2 August 1990, the bank ceased operations in
Kuwait. After the liberation of Kuwait, KFH resumed normal operations on 24 March 1991,

{(c) The Central Bank of Kuwait has purchased resident Kuwaiti customer debts and the local invest-
ments in property existing at 1 August 1990 on behalf of the Government of Kuwait in accord-
ance with Decree No. 32/92 and the Council of Ministers’ resolution No. 865.

The purchase value of the local investments in property and these debts has been determined in
accordance with the Decree and Council of Ministers’ resolution and has been settled by the
issue of bonds, with a value date of 31 December 1991 maturing over a maximurm period of ten
and twenty years respectively,

(d) Kuwait Investment Authority, on behalf of the Ministry of Finance, Kuwait had guaranteed the
financial position of the company and had under taken to ensure that shortfall would not result
in a reduction in the level of the shareholders’ equity at 31 December 1986 amounting to KD
38.138.8(. This guarantee has now expired.

(e) In view of the significance of the events that have affected KFH's operations during the period
to 31 December 1991, the directors consider that no useful purpose would be served by present-
ing corresponding figures in respect of the statements of income and appropriations and of
changes in financial position for the year ended 31 December 1989, since, in their opinion, they
would not provide a meaningful comparison with those for the current period.

SIGNIFICANT ACCOUNTING POLICIES

In accordance with the requirements of Ministerial Order No. 1890, these financial statements have
been prepared in conformity with International Accounting Standards, as promulgated by the Interna-
tional Accounting Standards Committee, except for the exclusion of certain comparative figures (see
note 2(e) above). The financial statements are prepared under the historical cost convention.

a) Murabaha receivables

Murabaha accounts receivable from customers are stated in the balance sheet net of specific and
general provisions based on a continuing appraisal of the receivables, having regard to KFH's pre-
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vious experience and current economic conditions. The specific element relates to identified risk re-
ceivables, whereas the general provision covers bad and doubtful debts which are likely to be present
in any portfolio of receivables but which have not yet been specifically identified.

b) Government debt bonds

Government debt bonds are stated at cost.

¢) Investments in property

Investments in property are carried at cost less provision for permanent dimunition in value, and less

depreciation in respect of buildings that are rented out.

d) Construction work in progress

Construction work in progress is valued at cost, including the cost of land under development and all
construction costs incurred to the date of the balance sheet.

&) Other investments

Investments in subsidiary companies are carried at cost less provision for accumulated losses in inves-
tee company.

Investments in affiliated companies are carried at cost less provision for permanent diminution in
value,

) Depreciaiton

Freehold land is not depreciated. The cost less estimated residual value of other premises and equip-
ment is depreciated by equal annual instalments over the estimated useful lives of the assets.

The cost less estimated residual value of Al Muthanna Complex is depreciated over the initial lease

period.

g) Termination pay

Provision is made for amounts payable under the Labour Law of Kuwait applicable to employees’
accumulated periods of service at the balance sheet date or on the basis of employment contracts
where such contracts provide extra benefits.

h) Income recognition

Profit from cash sales are taken to income at the time of the transaction. Profits from all other sales
are taken to income on a time proportion basis. Rental income is recognised on an accruals basis. Di-
vidend income is recognised when earned.

i) Foreign currencies

Foreign currency transactions are recorded in Kuwaiti dinars at rates of exchange ruling at the value
dates of the transactions. Assets and liabilities in foreign currencies at the balance sheet date are
translated into Kuwaiti dinars at the period end rates of exchange. Any resultant gains or losses are
taken to income.

J) Fiduciary assets

Assets held in trust or in a fiduciary capacity are not treated as assets of KFH and accordingly are not
included in these financial statements.
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4 CASH AND SHORT TERM FUNDS
1991 1989
KD 00's KD 000's
Balances with the Central Bank of Kuwait 85,231 6,840
Cash in hand and on current account
with other banks 32,542 42,829
Deposits with banks and other financial
institutions maturing within one month 93,067 10,668
210,840 60,337
5 DEPOSITS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS
1991 1989
KD 000's KD (MM)’'s
Maturing within one year 10,686 72,431
Maturing after one year 9,425 29,437

20,111 101,868

6 MURABAHA RECEIVABLES

1991 1989
KD ’s KD 00's
DUE WITHIN ONE YEAR
Trade receivables:
International banking 100,501 243,797
Property 29 32,696
Commercial 116,392 52,849
Letters of credit 3,769 24,765
220,691 354,107
DUE AFTER ONE YEAR
Trade receivables:
International banking 27,946 65,616
Property 928 20,286
Commercial 35,714 59,922
Letters of credit L= 219
64,588 146,043
TOTAL 285,279 500,150
Less: Provision 46,258 11,743
239,021 488,407

Murabaha accounts receivable from international institutions amounting to KD 92,610 thousand (1989
- KD 243,797 thousand) are covered by irrevocable letters of credit issued by other international

financial institutions.

Murabaha receivables are stated net of specific provision as follows:
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1991
KD 000’s
Balance at beginning of the period 11,743
Provided during the period 6,565
Transfer from other provisions 27,950
Balance at end of the period 46,258
7 GOVERNMENT DEBT BONDS
1991 1989
KD 000’s KD 000's
Maturing within 10 years 480,967 -
Maturing within 20 years 72,234 o
553,201 —_

These bonds were issued by the Central Bank of Kuwait on 31 December 1991 as part of the imple-
mentation of Decree No. 32/92 and the Council of Ministers’ resolution No. 865 referred to in Note
2(c) and will mature within a period that is not to exceed 10 years from that date in respect of the

bonds relating to Icoal investments in property and 20 years in respect of other debts bought by the
State of Kuwait.

According to resolution No. 865 adopted by the Council of Ministers on 21 September 1992, KFH is
to repurchase the local investments in properties from the Government at the lower of market prices
of such properties prevailing at the maturity date of the bonds and the value of the bonds issued.

8 INVESTMENTS IN PROPERTY

1991 1989

KD 000's KD 000's

Residential — 56,080
Commercial, investments and stores — 154,764
South Surra land — 41,439
Land - undivided plots — 14,589
Land and buildings (see note below) 14,933 131,110
Under expropriation —_ 12,670
Land and buildings outside Kuwait 12,720 12,728
27,653 423,380

Less: Provision for decline in value 5,610 28,172
22,043 395,208

Depreciation amounting to KD 2,400 thousands was charged during the period on the buildings

purchased by the Government under Decree No. 32/92 and the Council of Ministers’ resolution No.
865.
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9 CONSTRUCTION WORK IN PROGRESS

1991 1989
KD 000's KD 000’°s
Cost of land under development — 20,068
Construction costs incurred 9035 3,857
905 23,925

10 INVESTMENT IN AL-MUTHANNA COMPLEX
1991 1989
KD M)'s KD 000's
Cost of the complex 30,258 30,258
Less: Accumulated depreciation 4,069 2,713
26,189 27,545

Any net profit or loss generated from Al-Muthana Complex is attributed to the shareholders of the
company.

11  OTHER INVESTMENTS

1991 1989

KD MM)'s KD 000's

Investments in subsidiary and affiliated companies 11,652 9,723
Less: Provision for diminution in value 2,949 1,385
8,703 8,338

T'he investments in subsidiary companies have not been consolidated since their net assets are im-
muterial in relation to those of KFH,

12 PREMISES AND EQUIPMENT

The estimated useful lives of the assets for the calculation of depreciation are as follows:

Freehold buildings 7 to 20 years

Leasehold premises 20 years or period of lease, whichever is shorter
Furniture, equipment and vehicles 3 years
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Freehold Leasehold Furniture, Total
land and premises equipment KD 000's
buildings KD 000's and
KD 000's vehicles
KD 000's
Cost:
At 31 December 1989 17,435 1.319 5,316 24,070
Additions during the period 17 176 2,487 2,680
Cost of losses and disposals —_ — (1,036) (1,036)
At 31 December 1991 17,452 1,495 6,767 25,714
Depreciation:
At 31 December 1989 1,751 324 3,926 6,001
Charge for the period 1,135 150 1,928 3,213
Relating to losses and disposals — — (894) (894)
At 31 December 1991 2,886 474 4,960 8,320
MNet book amounts:
At 31 December 1991 14,566 1,021 1,807 17.394
Al 31 December 1989 15,684 995 1,390 18,069
13 OTHER ASSETS
1991 1989
KD 0's KD (MM)'s
Inventories 2,879 1.967
Other receivables 6,025 5,365
Prepayments 1,324 1,009
10,228 8,31
DUE TO BANKS AND OTHER FINANCIAL INSTITUTIONS B
1991 1989
KD 000's KD 000’s
Current accounts and demand deposits 11,505 2,628
Deposits maturing within one year 46,673 73,543
58,178 76,171
Deposits maturing after one year — 26,639
58,178 102,810




15 CURRENT AND INVESTMENT ACCOUNTS

1991 1989

KD 000's KD W's

Current accounts 99,651 126,012
Investment and non-investment savings accounts 613,265 509,028
Investment deposits for limited period 6,674 12,303
Investment deposits for unlimited period 221,200 283,221
940,790 930,564

Profit distribution for the period 43,488 27,369
984,278 957,933

The current accounts are deposits payable on demand. The current account holders are not entitled to
any profits and do not bear any losses. KFH guarantees to pay their balance on demand. From an
Islamic point of view, current accounts represent interest free loans (gard hassan) from the customers
to KFH.

Investment deposits for limited period are valid for one year. Investment deposits for unlimited
period are valid for one year, and are automatically renewable for the same period unless the custom-
er gives written notice to the contrary at least three months before the due date.

In all cases the investment accounts (excluding non-investment savings accounts) receive or bear such
proportion of the related profits or losses as the Board of Directors may determine, based on the re-
sults of the financial period.

The share depositors in profit for the period from 1 January 1990 to 31 December 1991 has been
calculated at the following rates as determined by the Board of Directors, based on the profits
earned.

Yo
Investment savings accounts 8
Investment deposit for limited period B
Investment deposit for unlimited period 9




Statutory
ED 00’s
(Note b)

At 31 December 1988 28 505 13,076 1,220
Bonus issue during 1989 2,565 — —_ —_—
Zakat paid — — — (402)
Transfer to reserves during 1989 — 1,177 — 745

At 31 December 1989 31,070 14,253 4,328 1,563
Zakat paid —_ _ — (456)
Transfer to statement

of appropriations — (14,253) (580) (1,107)

At 31 December 1991 31,070 — 3,748 —_

(a) Share capital consists of authorised, issued and fully paid shares of 100 fils each.

(b) The directors propose to transfer an amount of KD 15,940 thousand to statement of appropria-
tions from available reserves. This recommendation is subject to the approval of the general

assembly of KFH's shareholders. The financial statements have been prepared on the assump-
tion that this recommendation will be approved by the shareholders.

The share premium account is not available for distribution.
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17 'UNUSUAL AND PRIOR PERIOD ITEMS

KFH has treated certain items arising from the Iraqi invasion and occupation of Kuwait and from the
implementation of Decree No. 32/92 and the Council of Ministers’ Resolution No. 865 referred to in
Note 2 as unusual.

The basis of income recognition was changed during the period so that profits from murabaha sales
are recognised on a time proportion basis over the period of murabaha and not in full at the time of
such sales. Income which relates to the periods prior to 1 January 1990 amounted to KD 16,596
thousand. This amount has been treated as a prior period item in the current period.

18 COMMITMENTS AND CONTINGENT LIABILITIES

1991 1989
KD 000's KD 's
Commitments on behalf of customers for which
there are corresponding liabilities by the
customers concerned:
Acceptances and letters of credit 18,235 20,028
Guarantees 13,576 11,857
31,811 31,885
Murabaha guarantees issued to customers — 116,590
Commitments in respect of uncalled capital 1,863 2,291
33,674 150,766
The composition of commitments and contingencies by industry is as follows:
Acceptances and Letters of guarantee
letters of credit
1991 1989 1991 1989
KD 000’s KD 00's KD 000's KD 000's
Real estate construction 10,979 12,121 10,617 8,089
Industrial 1,681 1,771 — —
Consumer 2,360 2,561 — —
Other 3,215 3,575 2,959 3,768
18,235 20,028 13,576 11,857

19 RELATED PARTY TRANSACTIONS

Certain related parties (directors and officers of KFH, their families and companies of which they are
principal owners) were credit customers of KFH in the ordinary course of business. Such facilities
were made on substantially the same terms and collateral as those prevailing at the same time for
comparable transactions with unrelated parties and did not involve more than a normal amount of
risk. Extension of facilities to directors was approved by the annual general meeting of the sharehol-
ders. Balances at the period end were insignificant.

20 COMPARATIVE FIGURES
Certain of the amounts on the balance sheet at 31 December 1980 have been reclassified to conform

with the presentation in the current period.
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