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1993
KD 000's

[ 145,036

7974

11560140

11,183

1,144,827

1,156,010

Liahilities

1992
KD 05

1,118,933

22,440

1,141,373

22,440

1,118,933

1,141,373

1993
KD 000's

33,210
481
9,680
11,931

75,312

23018

44,008
8,286

75,312

OfFf balance
sheet ilems

1992
KI} H00's

2E.67H
1,650
&, 2015
17,294

53,867

23,243

14,208
11416

53,867
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In the Name of Allah,

the Most Gracious, the Most Merciful

"Ye who believe | Fear Allah and give up what remains of your demand for usury, if ye are in-
deed believers. If ye do.it not, take notice of war from Allah and His Apostle : But if ye turn
back, ye shall have your capital sums : deal not unjustly and ye shall not be dealt with unjustly "

The Qura‘an, Al bagara { 278 - 279 )




Kuwait¥Finance House
is an Islamic financial institution
with a primary mission to develop and
operate Islamic banking system globally and thereby
offer unique financial products and investment services in its

target markets at competitive risks and returns to both the depositors

and shareholders . In our efforts to accomplish these goals, we are always

guided by the Islamic values to ensure fair dealings with public, conserving professional

criteria and sholdering our responsibilities to serve our society and the Islamic world as a

whole.We must continue to strive to reinforce these values by adhering to them meticulously

in all our operations as the quality of growth of our institution in the long run depends entirel

on the integrity and sincerity of our intentions and actions in all our dealings . We
keep our staff in the forefront in our constant drive to be efficient, creative
and successful. We consciously provide everyone of them chances

for career development in line with their personal and
professional capacities in a constantly evolving and

encouraging environment,




Incorporated in Kuwait

On 3 Rabie al - Al-Akhir 1397 A.H
Corresponding to 23 March 1977 A.D.



o

HIS HIGHNESS THE AMIR OF KUWAIT

SHEIKH JABER AL AHMAD AL JABER AL SABAH



HIS HIGHNESS THE CROWN PRINCE AND PRIME MINISTER

SHEIKH SA'AD AL ABDULLA AL SALEM AL SABAH



THEIR. EMINENCES

Members OF AL-Fatwa and Sharia'a
Supervisory Board.

Sheikh Ahmad Bazie Al-Yaseen { Chairman }

Sheikh Dr. Bader Al-Mutawally A. Al-Basit.

Sheikh Dr. Khaled Al-Mazkour

Sheikh Dr. Ajeel J. Al-Nashmi

Sheikh Dr, Mohammad Fawzi Faidullah.




Board of Directors:

Chairman &

Badr Abdul Muhsin Al-Mukhaizeem Managing Director

Mohammad Yousuf Al-Roumi Vice - Chairman
Jamal Jaber Malullah ' Member
Khaled Abdullah Al-Zeer Member
Sameer Ya'goub Al-Nafeesi Member
Abdullah Dakhil Al-Jassar Meimber
Abdul Muhsin Abdullah Al-Mijhim Member
Adnan Abdul Muhsin Al-Marzouk Member
Fouad Abdullah Al-Omar Member
Mohammad Ali Al-Khudain Member

Ibrahim Abdullah Al-Khamees Secretary to the Board




General Management

Deputy General Manager

Waleed Abdul Rahman Al-Rowiah

Assistant General Managers

Ahmad A . Al-Dosary

Barrak F. Al-Sabeeh.

Hamed A . Al-Bader

Eng. Sulaiman A . Al-Braikan

Abdullah Y . Al-Saif

Faisal A . Al-Zamil

Nabeel A . Ameen

Deputy Assistant General Managers

Eng. Ahmad M. Ameen

Ibrahim Abdullah Al Khamees

Salem S.ALOwyed

Talal A.Al-Houti

Abdul Rahman A. Boodai

Essa M, Al- Asfour.

Fahad M. Al-Othman

Yousuf A . Al Mailam




STATEMENT OF THE CHAIRMAN OF THE BOARD OF DIRECTORS
In the name of Allah, the Most Gracious the Most Merciful,

All praise and thanks be to Allah and may Allah's blessing be upon our Prophet
Mohammed and all his family members, companions and the faithful followers to the day
of Judgment.

[ have the pleasure to welcome vou to the fifteenth annual general meeting and to present the
annual report of Kuwait Finance Heouse K.5.C for the vear ended 21 December 1993, Tls
report reflects the main achievements during the vear. the Balance Sheet and the Statement of
Income and Appropriations

Dear Brothers

The wear 1993 witnessed numerous local and foreign developments, the effects of which were
reflected moall aspects of economic activity.

At the Local Level:

The Kuwail ceconomy witnessed a quick resteration to normality and stabihty. The mast
important ¢vent in 1993 was the promulgation of the difficult debts Law Nao. 41 of
1993, which sct the framework for the disengagement among  banks. mvestors and
borrowers, whose positions were exacerbated since the occupation.

While aiming towards a quick recovery, Kuwait increased its o1l production during the
vear to 2 million barrcls per day and embarked on a restoratien scheme to repair ol and
petrochenuical mstallations. The State adopted a realistic and flexible actien plan
commensurate with the long-term econemic and secial development strategies

This plan concentrates on various important aspects that are mamfested in supporting a
consistent upward growth rate in the non-oil sectors, and the amendment of the state's
financial policics in  the light of the imbalance caused by the repercussions of the Irags
invasion of the state of Kuwait, which has imposed significant financial commitments
excceding the State's gencral meome resources,

In addition. the efforts aimed at the development of the private sector to undertake
preater role. These efforts have been direeted to taking measures and promulgating laws
that allow the participation of the private scctor in rendering certain public servicus
such as incorporation of a company to provide telephone communication services and
other participation in the local cconomical activitics and the development of national
hurnan resources and the creation of new job opportunitics

[n order to lead the country out of the cconomic recession and Lo overcome the
government budget deficit, the Central Bank of Kuwait reduced the discount rate several
times during 1993 that stood at 5.75% in September 1993 This lower discount rate
aimed at providing bank credits to businesses and to take advantages of the decline n
the interest rates worldwide



At the Gulf Co-operation (GCC) Level

The negative impacts of the Kuwait liberation war were less apparent during 1993,
as most GCC countries adopted crash cconomic programs basically_designed to raise
the standard of living of their citizens and achicve regional cconomic ambitions.
However, the major challenge facing the GCC countries toward the end of 1993 was the
decline in oil revenues as a result of the drop in ol prices. This can eventually lead to
lower investments in GCC countries unless a concerted policy 15 adopted to overcome
this crisis.

At the International Level

Most industrial countries are currently underpoing a period of econonuc recession and
high unemployment rates. Efforts have been made, since the beginning of this decade, to
bring the global economies out of this recession. The econormuc growth rate recorded
during this decade has been the lowest in recent history

The US economy has been under strenuous constramnts suffering mamly from increasing .
level of unemployment over the past few yvears. Further, as a result of the diversion ot a
considerable portion of public and consumer -expenditure to settle debts, which have

been accumulating since the Y80S, the banks have been less flexible duning the past

few years m o extending  credit. This has contributed to the deterioration in the

performance of smaller businesses i the US. Howewver, there are indications that the

U'S cconomy s already on its way towards achieving higher growth rates and stabilicy.

European countrics were less fortunate. Only the British cconomy displaved signs of
improved performance. Britain, having achieved the highest rate of growth amaong the
European Economic Commumity (EEC) countries in an atmosphere charactenized by
lower interest rates, succeeded to push down inflation to its lowest level since the nud
s

The other EEC countries had to live with higher unemplovment and inflation rates as

well as economie recession and sharp fluctuations m the foreign exchange rates  In

addition, the uneasy international relations and the dispute over the subsidized trade of

agricultural products were in the forefront of world concerns. The dispute was only

partiallv resolved by the sigming of  the Genéral Agreement For Tariffs and Trade .
(GATT) agreement during the final davs of 1993

The winds of change blew strongly during the vear as the world became more convinced
than ever, that the economic progress depended on a free private sector, lower public
spending, cncouragement of private investment and private entrepreneurship. This was
followed by a new wave of regional trade arrangements in which the world's major
cconomies participated. One of the significant regronal trade agreements signed i the
modern world,  the Morth Amencan Free Trade Apreement (NAFTA) ameng the USAL
Canada and Mexico, was ratificd in late 1993,

Another aspect has been the  adeption by the USA of a new cconomie policy
concentrating on Asian and Pacific Ocean countries (maost of which arc sceking to create
some form of an cconarmic block). In the other part of the globe, Europe was busy
throughout the vear trving to solve its own problems, seme of those emanating from the
Manstrich Treaty and agreeing on the creation of an EEC central bank that wall be
located in Frankfurt.



These changes affected not only nations, but have brought considerable pressure on
global orgamzations and corporations to scek new wavs and means of survival and
growth inan ever changing world

Ambitions and Achievements of KFH

With regard to Kuowat Finance House (KFH), we have with the grace of Allah, realized
numerous  achicvements, The most significant being the troduction of extensive
changes to KFH's orgamizational structure at all levels of operation. These changes are
expected to contnibute towards KFH strengthening its position in Kuwait, establishing a
tfirm presence inthe International Sector, generating sound return on its assets and most
importantly to provide a higher quality competitive service to our customers.

Several departments were separated from the KFH mamnstream operations and formed
mto new companics to handle thar growing busimess more efficiently. For example The
Real Estate Mantenance Depariment was transformed nto a scparate company under
the name of "Al-Inma'a Real Estate Services Company”

A clear strategy has been introduced to dircet the future growth of KFH in the coming
vears, the main targets of which are the ratienalization of expenditure. the improvement
m the rate of return on investments. and an inereased attention to capitalize on the
Company's strongths inoits markets,

This strategy will bring investments more in hne with the sources of funds, by financing
privabization and the formation of new companics and acquire exasting companies and
amending their business polices o render them more compatible with the Islamic
Shana'a.

The goals of KFH ane to achieve customer satisfaction by providing new products and
services that meet the needs of customers and various sectors, improve the guality of
service to customers, apply the principles of Shana'a in ceonomic and financial dealmgs
and focus on long term career development of the techmeal siaff

Under its new structure, KFH with the grace of Allah attained numerous
achievements, These are mainly:

Finance sector

With the grace of Allah, despite the continumg cconomic  recession at home, KFH
achieved considerable success in the arca of local trade finance based on documentan
credits and "Murabaha" credit operations through the imports of various goods and
through financing of povernmental projects for re-building the country. KFH continued
adding new and better features to the leasing, trade Ninance and  "[stisna’a” contracts,

KFH has parucipated i several imvestment operations through these services. Some of
these mcluded provisions of finance  to the Kuwaitt Automobile Scetor and financing
state projects as part of KFH's contribution towards the re-construction of Euwait,



Real Estate Sector

As its contribution towards providing private residence to Kuwaiti nationals the Real
Estate Department developed and sold  plots of land and residential houses to
approximately 990 familics.

The Real Estate projects managed by KFH represents another activity in this area that
contribute towards the re-building of Kuwait.

Commercial Sector

One of the important goals of the Commercial Sector is to provide an ever improving
service to our customers. In line with this goal the Commercial Sector helped in re-
activating business activity in Kuwait. The Commercial Sector set up customer service
units in most of KFH's branches. Thus our valued customers could now negotiate and
seek information on our Murabaha transactions directly from the branches. In addition
this sector also formed new commercial centers to transact business,

Further in order to intensify cooperation with national companies and establishments,
the "Murabaha" Department signed cooperation agreements with more than a hundred
corporations. Murabaha Department also arranged several specialized activities for
suppliers, such as training courses and special services and facilities.

The Motor Vehicle Department expanded its activities by concluding several deals for
new and second hand cars. These activities included the largest car deal in KFH's
history. The Department further developed the Shuwaikh Commercial Center, which
presently displays most models of cars existing in Kuwait today. It also undertook
several activities aiming  at enlightening consumers, in cooperation with the concerned
authorities,

The Commercial Scetor is now seeking to enter into foreign markets. There are plans to
set up branches in the near future in Germany and USA.

The Banking Sector

In order to provide distinguished services to our customers and develop our banking .
activities, new products were introduced and new methods and advanced technologics
adopted. These new services and technologies should contribute towards providing a
quicker and more cfficient  scrvice to our customers. This scctor has achicved the
following:

l. Established a branch in Khaitan and constructed a new building for Fahaheel
branch. These are scheduled to be opened in the beginning of 1994

| ]

Renovated Shaab and Salmiah  Branches.  All the branches now have
standardized architecture, except for the branches that will move to new
locations, namely, Fahaheel, Farwanmiah, Sabah Al-Salem and Jahra

(]

Developed our financial services and introduced new services to our customers,
namely the Visa Elcetron and the Point of Sale projects. Our Telephone
Banking Services have also been developed in order to provide a complete
range of banking services to our customers.



4. The "Ladies Section” at our branches commenced the "Sundus” promotion
campaign on | January 1993 to attract a larger cross section of customers from
this important scgment of our market,

5 With the grace and guidance of Allah, a 9-month integrated training program
was conducted for our branch managers to develop their managerial skills.

6 KFH now operates 28 Automated Teller Machmes (ATM) in 16 branches.
Internal  data  communications network now links KFH head office and
branches on real time basis,

Investment Sector

In order to sccure an international presence for Kuwait Finance House and to develop
its competitive abilitics in the overseas markets, in particular in the Islamic world
markets and in response to the current international changes, a new strategy has been
mplemented, the objective of which is the diversification and expansion of the overseas
investment base. The following were the sector's main achicvements,

| Geographical expansion, particularly in the Islamic countries

|l

To merge various units under the control of the Investment sector
(International Real Estate and Direct Investments)

3 To create investment portfolios in which KFH participates with its customers
in real estate investment outside Kuwait,
4 Exccuted certain transactions in the Islamic countries with international

participation to purchase and re-sell petroleum  products and other raw
materials,

Support Services Sector

To increase coordinanien  and support for the sectors, all the Support
Departments  were  merged under this sector, This sector now mcludes the
Financial Controls, Data Processing, Personnel, and Administration Departments
and Intermal Information and the Human Resources Development Centers.

KFH has also cstablished a  Strategic Planning and Service Unit, which should
contribute towards KFH achieving its goals and improving and strengthening its
present position in the industry.

Some 1,670 employees were trained under 203 different programs as part of our
continued commitment to enhance the skills of our human resources.

Public Relations and Social Activity
In mid 1993, this Department started to develop its business strategy to play a

more meaningful role in the local society by bringing KFH's important position in
Kuwait financial sector to the forefront,



A public relations and information team, representing all sectors of KFH has been
formed, to coordinate information, and to achieve consistency of standards and
work methods. The main achievements of the Department were as follows:

| Organizing the Third KFH Figh (Islamic Jurisprudence) Seminar during
April 27-29 1993,

2. Conducting the program on "[slamic Economy and the Kuwait Press."

i Contributing to the spread of modern Islamic cconomic thought, the
printing of the book on "International Investments” and the "Fatwas"
(religious decrees) issued by the Fatwa Authority |

Dear Brothers

The following are our financial results for the period year ended 31 December 1993

Balance Sheet

The total asscts at the end of the year amounted to KD 1,156 million, an increase
of KD 15 million over 1992,

Under labilities, the current and investment account balances amounted to KD
992 million compared to KD 1,013 million in 1992. While shareholders equity
amounted to KD 59 million, a growth of KD 16 million over the pervious vear,

Revenues and Profits

Total revenue for the vear amounted to KD 74 milhon. After deduction of expenses
and provisions, the net profit amounted at KD 39 million.

The net profits were distrnibuted to investment depositors for the financial vear ended
31 December 1993 as follows:

Distributions

Annual percentages

1993 1992
Investment depositors for unlimited period 6.375 6.000
Investment depositors for limited period 5.667 5334
[nvestment savings accounts 4250 4.000

Conclusion

In conclusion, we thank the Almighty for His guidance and pray that His guidance
contimues to lead us toward achieving the goals and objectives of Kuwait Finance
House for the good of our country and the Arab and Islamic worlds under the
lcadership and guidance of H.H. The Amir, Sheikh Jaber Al-Ahmed Al-Sabah and H H.
The Crown Prince and Prime Minister, Sheikh Sa'ad Al-Abdullah Al- Salem Al Sabah
who have made every effort to support this Islamic institution.



I wish to express my appreciation to the Ulamaa (Islamic Scholars), the members of
Fatwa and Shana'a Control Authonty for their valuable cfforts. May Allah reward
them for their good decds.

I also extend my thanks to fellow members of the Board of Dircetors for thar
contimuous efforts. My thanks for the Board of Directors under the chairmanship of Mr,
Ahmed Bazie Al-Yasin for their gencrous efforts during the history of Kuwait Finance
House. | also thank the Deputy General Manager, Mr. Walced Abdul-Rahman Al-
Ruwath, the assistant general managers, therr deputics, and all the personnel of this
pioncering Islamic Establishment.

We pray to Allal for puaidance and help in order to achieve what is good for Ixlam
aned Musfimy,

Assedamu Alatkum Wa Rahmacullahi Wo Barakathn

Bader Abdul Muhsin Al-Mukhaizeem.
Chairman



- 1 Shaban 1414 A.H,
. Corresponding 13 January 1994 A.D.

Fatwa and Sharia'a Supervisory Board's Report

By following up the performance of Kuwait Finance House during 1993, we
certify that all its activities were practiced in compliance with Islamic Sharia'a,
and no violations have occured, to the best of our knowledge

In witness of that we sign

s = ol

Sheikh Dr. Sheikh Dr. Sheikh
Khalid Al -Mazkour Badr Al -Mutawally A Al-Basit Ahmad Bazie Al Yascen

o~ Chairman

>

)
)
s

Sheikh Dr. Sheikh Dr.
Ajeel J. Al -Nashmi Mohammad Fawzi Faidullah

- AL e e
‘;—;?-{,‘;_,‘::L_';_;{,.Li e D
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AUDITORS" REPORT TO THE SHAREHOLDERS OF
KUWAIT FINANCE HOUSE K.5.C.

We have examined the financial statements of Kuwait Finance House K.5.C. set out on page 23 to
39 Our examination included such tests of the accounting records and other auditing procedures as
we considered necessary. We obtained all the information and explanations that we required for
the purpose of our examination.

In cur opinion the financial statements present a true and fair view of the state of affairs of the
Company at 31 December 1993 and of the results of its operations and the changes in its financial
position for the year then ended in accordance with Intermational Accounting Standards.

Furthermore, in our opinion proper books of account have been kept by the Company and the
financial statements, together with the contents of the report of the Board of Directors relating to

these financial stalements, arc in accordance therewith, We further report that the financial .

statements incorporate all information that is required by the Commercial Companics Law of
1960, as amended, 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
articles of association have occurred during the year ended 31 December 1993 that might have had
a material adverse effect on the business of the Company or on its financial position.

We further report that, during the course of our examination, we have not hecome aware of any
material violations of the provisions of Law Mo, 32 of 1968, as amended, concerning, currency,
the Central Bank of Kuwait and the organisation of banking business, and its related regulations
during the year ended 31 December 1993,

AHMED M. AL-AIBAN WALEED AL-OSAIMI
R.A.A. NO. 65 A R.AA. NO.B6B A

OF ERNST & YOUNG OF ERNST & YOUNG
Kuwait

13 January 1994



Kuwait Finance House K.S5.C.

BALANCE SHEET
31 December 1993

1993 1992
Mote KD 00d's KD 0i)'s

ASSETS
Cash and balances with banks 3 125,181 144,128
Receivables 4 447137 344,387
Leased assets 5 15,656 3761
Government debt bonds 6 430,830 553,201
Investments 7 61,924 61,295
Premises and equipment 8 17,053 17,310
Other assets 5,229 17,291
TOTAL ASSETS 1,156,010 1,141,373
LIABILITIES AND SHAREHOLDERS® FUNDS
LIABILITIES
Due to banks 11,183 22,440
Current and investment accounts o 9932 280 1,013,188
Onther liabilities 10 93,793 62,430

1,097,256 1,098,058
SHAREHOLDERS® FUNDS 11
Share capital 38,585 31,070
proposed bonus issue 3.859 3,724
Reserves 16,310 8517

58,754 43,315
TOTAL LIABILITIES AND SHAREHOLDERS® FUNDS 1,156,010 1,141,373
Bader Abdul-Muhsin Waleed Abdul-Rahman
Al-Mukhaizeem Al-Rowiah

Chairman and Managing Director

Deputy General Manager

The attached notes 1 to 15 form part of these financial statements.

~ A4



Kuwait Finance House K.5.C.

STATEMENTS OF INCOME AND APPROPRIATIONS

Year Ended 31 December 1993

STATEMENT OF INCOME

GROSS OPERATING INCOME

Murabaha, Istisna and leasing
Grovernment debt bond

Rental income

Fees and commissions

Met gains from foreign currencies
Other

OPERATING EXPENSES
General and administration
Depreciation

PROFIT BEFORE PROVISIONS
Provisions

NET PROFIT FOR THE YEAR

STATEMENT OF APPROPRIATIONS

Transfer to reserves

Contribution to Kuwait Foundation for

the Advancement of Sciences

Directors” fees

Proposed bonus issue of 109 (1992 - 129)
Proposed dividend of 5% (1992 - Nil)

Distribution to depositors

The attached notes | to 15 form part of these financial statements.

1993 1992
KD 000's KD 000's
36,672 25,489
29,988 30,306
3,062 2,857
1,485 957

817 1,562
1,612 1,002
73,636 62,173
17,645 14,385
2,577 2,721
20,222 17,106
53,414 45067
14,352 12,116
39,062 32,951
6.174 4,769
427 277

50 50
3,859 3,728
1,929 i
26,623 24,127
39,062 32,951




Kuwait Finance House K.S.C,

STATEMENTS OF CHANGES IN FINANCIAL POSITION

~ Yeuar Ended 31 December 1993

SOURCES OF FUNDS

From operations:

Profit for the year

Items not involving movement of funds:
Depreciation

Prowvision against investments

Total penerated from operations

Other sources:
Rights issue

Redemption of government debt honds

Total sources of funds
FUNDS APPLIED

Distribution to depositors

Purchase of investments

Purchase of premises and equipment

Fakal

Directors” fees

Kuwait Foundation for the Advancement of Sciences

Total applications of Tunds

INCREASE IN OPERATING ASSETS

Arising from movements in:
Receivables

Leased assels

Due to banks

Current and investment accounts
Other assets and liabilities

Cash and balances with banks

The attached notes 1 to 15 form part of these financial statements.

e

1993 1992
K1 (Y5 KI}i's
3062 32451
2,577 272

2.62() 7,304
44,259 42,976
5,680
72,371 2
122,310 42,976
26,623 24,127
3,928 12,342
I,641 2,224
274 =
50 =
277 2
32,793 38,693
89,517 4,283
102,750 105,366
11,895 3,761
11,257 (1,196)
20,903 (28,910
(38,346) (24 8449
(18,947) (49,889)
89,517 4,283
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Kuwait Finance House K.S5.C.

NOTES TO THE FINANCIAL STATEMENTS
31 December 1993

1 INCORPORATION AND REGISTRATION
Kuwail Finance House K.5.C. is a public sharcholding company incorporated in Kowait.

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 partics. 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
marging.

All activities are conducted in accordance with the teachings of Islam.

2 SIGNIFICANT ACCOUNTING POLICIES

In accordance with the requirements of Ministerial Order Mo, 1890, these financial statements
have been prepared in conformity with Intemational Accounting Standards, as promulgated by the
International Accounting Standards Committee. The financial statements are prepared under the
historical cost convention,

2.1 Receivables

Receivables from customers are stated in the balance sheet net of specific and peneral provisions
based on a continuing appraisal of the receivables, having regard 1o KFH's previous experience
and current economic conditions. The specific element relates to identified risk receivables,
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.

2.2 Government debt bonds
Government debt bonds are stated at cost,
2.3 Investments

a) Investments in property

Al-Muthana Complex is stated at cost less depreciation. The cost less estimated residual value is
depreciated over the initial lease period,

Investments in other properly are carried at cost less provision for permanent diminution in value.
b) Other investmentis

Investments in subsidiaries, associated and affiliated companies are carried at cost less provision
for permanent diminution in value.

The asscts and liabilities of subsidiary companies and KFH's share of the results of associated
companies are not consolidated with those of KFH since the amounts involved are not significant,



Kuwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.4 Depreciation

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

2.5 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,

2.6 Income recognition

Income from Murabaha and Istisna is recognised on a time proportion basis. Income from leased
assels is recognised on a pattern reflecting a constant periodic return on the net investment
outstanding. Rental income and income from govemment debt bonds are recognised on an
accruals basis. Dividend income is recognised when earned,

2.7 Foreign currencies

Forcign 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 year end rates of exchange. Any resulianl gains or losses
are laken Lo meome.

2.8 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.




Kuwait Finance House K.S.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

3 CASH AND BALANCES WITH BANKS

1993 1992

KD (HM)Y's KD (iiy's

Cash 10,662 11,367
Central Bank of Kuwait B3.nn 1200617
Onher banks 31,508 12,144
_ 125,181 144,128

4 RECEIVABLES

These comprise Murabaha, Istisna and Qard Hassan and are stated net of specific provisions as fol-

lowes:
1993 1992
KD 0005 KD 000's
Provisions at beginning of the year 51.070 46,258
Charge for the year 11,027 4812
Provisionsat end of the year 62,097 51,070

5 LEASED ASSETS

This represents the net investment in assets leased for long term periods which cither approximate
or cover a major part of the estimated useful lives of such assets. The lease agreements also give a
purchase option to lessees at a price equal to the residual value of the gross investment outstanding
at the time when such option is exercised. The net investment comprises:

1993 1992

KD 000's KD 0(H)'s

Gross investment 17,346 4,107
Deferred income (1,690) (346)

15,656 3,761

The unguaranteed residual value of the leased assets at 31 December 1993 amounted o
KD 3,179 thousand{ 1992, KD 1,720 thousand ) .



Kuwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS {Continued)
31 December 1993

6 GOVERNMENT DEBT BONDS

The honds at 31 December 1993 relate to the local investments in property as at | August 1990,
purchased by the Central Bank of Kuwait on behalf of the Government of Kuwait in accordance
with Decrees No. 32/92 and No. 4193 in respect of the financial and banking scctor and the
Council of Ministers” Resolution Mo, 863,

The purchase value of these asscts was determined in accordance with the two Decrees and the

Council of Ministers” Resolution, and was settled by the issue of bonds with a value date of 31
December 1991, The bonds mature within a period not to exceed 10 years from that date.

According to Decree No. 32/92, Decree No. 41/93, and the Couneil of Ministers’ Resolution No.
BOS dated 21 Seplemnber 1992, KFH is to re-purchase the local investments in properties from the
povernment with a period not to exceed ten years from 31 December 1991 at the lower of the
market prices prevailing at the time re-purchase of such properties and the purchase price thereof
at the date of issue of the bonds.

7 INVESTMENTS

1993 1992
KD 000's KD 000's

Property:
Al-Muthana Complex 24,832 25,511
Other 23,0539 22,983
Subsidiary company 1.661 1,161
Associaled companies 3,028 3,425
Other 9,304 8,215
61,924 61,295

Investment in Al-Muthana Complex is stated net of depreciation amounting to KD 5,426
thousands (1992 KD» 4,747 thousands). Any profit or loss generated from this investment is
attributed to the shareholders of KFH.



Kuwait Finance House K.S.C,

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

8 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 pericd of lease, whichever lease,
whichever is shorter
Furniture, equipment and vehicles 3 years
Furniture
Freehold equipment
land and Leasehold and
buildings premises vehicles Tuotal
KD 0H)'s KD (HM)'s KDO0's KD O0W's
Cost:
At 31 December 1992 17482 1,627 8,552 27,661
Additions during the year 29 523 1,089 1,641
At 31 December 1993 17,511 2,150 9,641 29,302
Depreciation:
At 31 December 1992 3,527 537 6,287 103,351
Charge for the year 643 ] 1,155 1,898
At 31 December 1993 4,170 637 7.442 12,249
Met book amounts:
At 3] December 1993 13,341 1,513 2,199 17,053
At 31 December 1992 13,955 1,090 2,265 17,310
g CURRENT AND INVESTMENT ACCOUNTS
1993 1992
KD 000)'s KD 00)'s
Current accounts 137,357 120,295
Investment and non-investment savings accounts 368,045 644,163
Investment deposits for limited period 4 860 4,102
Investment deposits for unlimited peniod 254,793 220,501
065,657 989 061
Profit distirbution for the vear 26,623 24127

992,280 1,013,188



Kuwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

9 CURRENT AND INVESTMENT ACCOUNTS (Continued)

The current accounts are deposits payable on demand. The current holders are not entitled to any
profits and do not bear any losses. KFH guarantees to pay their balance on demand. Under the
teachings of Islam, current accounts represent gard hassan from the customers to KFH.

Investment deposits for a limited period are valid for one year. Investment deposits for an
unlimited period are valid for one vear, and are automatically renewable for the same period unless
the customer 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 results of the financial period.

KFH generally invests approximately 60%., 80% and 90% respectively of the balances in
investment savings accounts, investment depaosits for a limited period and the investment deposits
for an unlimited period. The uninvested portion of these deposits are considered gard hassan from
customers and are guaranteed by KFH,

The depositors’ share of profit for the year ended 31 December 1993 has been calculated at the
following rates as determined by the Board of Directors, based on the profits earned.

1993 1992

% per annum % per annum

Investment savings accounts 4.250 4.000

Investment deposits for limited period 5.667 5.334

Investment deposits for unlimited period 68,375 .00
1 OTHER LIABILITIES

1993 1992

KD 000's KD 000's

Deferred income 33,000 35,391

Proposed dividend 1,929 -

Other 33,774 27,039

93,793 62,430

The proposed dividend for the year ended 31 December 1993 is subject to approval by the
shareholders at the annual general meeting.



Kuwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

11 CHANGES IN SHAREHODLERS' FUNDS

Proposed
Share bonus
capital issne
KL s KD 00's
(MNote a) [Muote b)
At 31 December 19491 31,070 -
Transfer from statement
of appropriations during 1992 - 3,728
At 31 December 1992 31,070 3,724
Rights issue 3,787 =
Bonus issuc 3728 (3.728)
Zakal paid during [ 993 -
Transter irom statement of
appropriations during 1993 - 3 H39
At 31 December 1993 38,585 3.859

(a) Share capital consists of 385,845 thousand {1992: 310,700 thousand shares) authorised, issued
and fully paid shares of 100G fils cach.

{b) The proposed bonus issue for the year ended 31 December 1993 is subject to approval by the
shareholders at the extraordinary general meeting.

ic) As required by the Law of Commercial Companies and the Company's Articles of
Association, 10% of the profit for the year has been tansferred o statutory reserve,
Distribution of this reserve is limited to the amount required to enable a payvment of a dividend
af 3% aof share capital in years when accumulated profits are not sutficient for the payment of
a dividend of that amount.

() The share premium account is not available for distribution.
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Reserves

Share

Tantad

Statulory premium General equity

KD 00d0's KD 000's KD 000 KL D'
(Note ¢ (Mote d) |

_ 3,748 - 34,818

3,295 = 1,474 8,497 L

3,295 3,748 1,474 43,315

= 1,893 s 5680

= (2743 {(274)

3,906 - 2,268 10,033

7,201 5,641 3,468 58,754




Kuwait Finance House K.S.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

12 COMMITMENTS AND CONTINGENT LIABILITIES

a) The Central Bank of Kuwait purchased resident Kuwaiti customers” debts existing at 1 August
1990 on behalf of the Government of Kuwaitl in accordance with Decree Mo, 32/92 in respect of
the financial and banking sector. The purchase value of these assets was determined in
accordance with the Decree and was settled by the issue of bonds with a value date of 3]
December 1991, These bonds were redeemned by the Central Bank of Kuwait during the year.

Under the terms of the purchase agreement with the Central Bank of Kuwait the amount of the
bonds will be adjusted in respect of differcnces arising, 1f any, once the balances of the related
Kuwaiti customers’ debts have been agreed with the customers concerned. KFH therefore has a
contingent Hability in this regard,

by Commitments on behalf of customers for which there are comresponding liabalities by the
customers concerned:

1993 1992
KD 000's KD (00's
Acceptances and letters of credit 29,056 29,551
Guarantees 46,250 24,316
75,312 53,867

¢) The net foreign exchange open positions were:
1993 1992
KD (H's KD 00d's

Met assets:

LIS Dollars 37,539 200380
Others 1,413 11,810
38,952 32,190

13 RELATED PARTY TRANSACTIONS

Certain related parties (directors and officers of KFH, their families and companies of which they
are principal owners) were customers of KFH in the ordinary course of business. Such facilites
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 ol facilities to directors are approved by the annual general meeting of the
shareholders, Balances at the year end were insignificant.
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Kuwait Finance House K.8.C,

NOTES TO THE FINANCIAL STATEMENTS (Continued)

. 31 December 1993

14 MATURITIES OF ASSETS AND LIABILITIES

Assets

Cash and balances with banks
Receivables

Leased assets

Government debt bonds
Investments

Other assets

M December 1993

M December 1992

Liabilities

Due to banks

Current and investment aceounts

Other liabilities
Share capital and reserves

31 December 1993

31 December 1992

Within Within After
Total  one month one year one year
KDOW's  KDOW's KDOM0's KD 0's

125,181 125,151 - -

447,137 102,144 171,646 173,347
15,656 336 9877 5.443

480,830 - - 450,830
61,924 - 61,924
25,282 FRLLY 1,220 17,053

1,156,010 234,670 152,743 738,597
1,141,373 240,748 178,077 722,548
11,183 11,183 -

G92.280 132,626 4.864) 254,794
93,793 32,587 22,137 39,069
38,754 - - 58,754

1,156,010 776,396 26,997 352,617
1,141,373 816,801 36,875 287.697

Maturitics of asscts (net ol provisions) and liabilities have been determined on the basis of the
remaining period at the balance sheet date 1o the contractual maturity date.




kouwait Finance House K.S5.C,

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1993

15 CONCENTRATION OF ASSETS, LIABILITIES AND OFF BALANCE SHEET ITEMS

Assets
1993 1992
KI» (105 KD 00i)'s
Crengraphic region:
Middle East 1,00 G 985,463
MNorth America 69,751 134,642
Western Furope A8.970 478
(ther 43279 20,790
1,156,010 1,141,373
Industry sector:
Trading and manufacturing 459,224 342,621
Banks and financial institutions 621,634 79463
Construction and real estate 40,932 48494
Other 34,165 40}, 745

1,156,010 1,141,373



1993
KD H0's

1,148,036

7.974

1,156,010

11,183

1,144,827

1.156,010

Liabilitics

1992
KD (H0's

1,118,933

22,440

1,141,373

22,440

1,118,933

1.141,373

23018

44,008

8,286

75312

OFff balance
sheet items

19492
KD 000's

28,678
1,690
a,203

17,204

53,867

28,243

14,208
11,416

53,867










	scan.jpg
	scan0002.jpg
	scan0003.jpg
	scan0004.jpg
	scan0005.jpg
	scan0006.jpg
	scan0007.jpg
	scan0008.jpg
	scan0009.jpg
	scan0010.jpg
	scan0011.jpg
	scan0012.jpg
	scan0013.jpg
	scan0014.jpg
	scan0015.jpg
	scan0016.jpg
	scan0017.jpg
	scan0018.jpg
	scan0019.jpg
	scan0020.jpg
	scan0021.jpg
	scan0022.jpg
	scan0023.jpg
	scan0024.jpg
	scan0025.jpg
	scan0026.jpg
	scan0027.jpg
	scan0028.jpg
	scan0029.jpg
	scan0030.jpg
	scan0031.jpg
	scan0032.jpg
	scan0033.jpg
	scan0034.jpg
	scan0035.jpg
	scan0036.jpg
	scan0037.jpg
	scan0038.jpg
	scan0039.jpg
	scan0040.jpg
	scan0041.jpg
	scan0042.jpg
	scan0043.jpg
	scan0044.jpg
	scan0045.jpg
	scan0046.jpg
	scan0047.jpg
	scan0048.jpg
	scan0049.jpg
	scan0050.jpg
	scan0051.jpg
	scan0052.jpg
	scan0053.jpg
	scan0054.jpg
	scan0055.jpg
	scan0056.jpg
	scan0057.jpg
	scan0058.jpg
	scan0059.jpg
	scan0060.jpg
	scan0061.jpg
	scan0062.jpg
	scan0063.jpg
	scan0064.jpg
	scan0065.jpg
	scan0066.jpg
	scan0067.jpg
	scan0068.jpg
	scan0069.jpg
	scan0070.jpg
	scan0071.jpg
	scan0072.jpg
	scan0073.jpg
	scan0074.jpg
	scan0075.jpg

