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mme INAIMe of Allah

the Most Gracious, the Most Merciful

Ye who believe! Fear Allah and give up what
remains of your demand for usury, 1f ye are indeed
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 unjustly

[he Qura™an Al-Bagara (278-27
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Kuwait Finance House

% Kuwait Finance House, with it's strong Islamic values, is a
ss'  financial institution whose aim is to develop and promote
Islamic banking worldwide. Kuwait Finance House offers unique
yet competitive products and services directed Lo target markets for
both depositors and shareholders. In accordance with the Islamic
principles, Kuwait Finance House ensures that while working with
the public professionally, the company guarantees an honorable rela-
tionship with its client base in particular and the Islamic community

as a whole.

These values are continually reinforced and adhered to in all aspects
of the company’s operations. Its integrity and sincerity has main-
tained a quality service at all times. The employvees of Kuwait
Finance House are constantly encouraged to be efficient, creative
and above all successful. Career enhancement is actively promoted
with an ever-changing financial world, creating a healthy profes-

sional environment,
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Their Eminences

Members of Al-Fatwa and Shareea’a Supervisory Board

Sheikh Ahmad Bazie Al-Yaseen
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Sheilkh Dr. Mohammed Fawzi Faidullah
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- : \ | ‘ Shareea'a Board Member
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Sheilch Dr. Anwar Shuaib Abdulsalam

Shareea’a Board Member




Report of Al-Fatwa and Shareea’a Supervisory Board

By following up the performance of Kowait Finance House during the vear ended 21 Drecaember 200000, wd carily
that all aetivities were practiced in complionee with Bslamic Shareeaa and no vielations have occored, to the best

of our knowledse.

Sheikh Ahmad Busie Al-Yaseen - Chuarman __ E"-'-;'i"-‘f
P
1
Sheikh D, Khuled Mathkour Al-Mathkow _,...-_r!l.1._- rf |
Sheirkh e Aqeel Josem Al-MNushmi T —
Sheikh Do Mahammed Foaweaa Faidollah o .
r'..r‘f'-".;;.rl

Sheikh D Aonvwear Showibs Abdulsalam L i -




Chairman’s Statement

Fhanics be to Alfah the Lord of all creatures, and praver
arted peace be wporn the most provrinent of all messengers,
owr Prapher Mohammed, the faihifud, and wpon afl
mernbers of fus family and his compariions and those
wilter fread the seame path of ricfieowsness wndil the day
of Judeement,

Honorable brothers,

[t gives me greal pleasure to welcome you at this twenty-
second meeting of the general assembly, and to present 1o
you the twenty-second report of Kuwait Finance House
For the financial vear ended 31 December 2000 This
repiont gives a briel outline of the main achievements
realized during the year. the most important develop-
ments ot the local, regional and international levels, the
consalidated  fnancial  statements of  Kowal Finanee
House  and ity subsidiary company, the auditors’ repor
and the report of the Al-Fatwa and Shareea’a Supervisory
Board.

Achievements of Kuwait Finance House

g During 2000, Kuwait Finance House embarked upon
e

=

a new phase of development and  modernization
encompassing all its banking, commercial, investment
and Nnancing operations, s stategy locused on intro-
ducing a new dynamism to its investment and financing
pperations, promoete investment in promising markets,
secking to develop its organization structure and business
processes, keeping abreast with technological  develop-
ments in the financial sector and placing its banking sery-
ices within the reach of its customers by several means,
while always seeking to achieve a consistent growth of its
financial resources and net prolits,  Implementing this
strategy required a noticeable expansion of its local
branch network, development of its information base and

enhancement of its human resources.

Kuwall Finance House succeeded m enhancing its posi-
tion in the field of banking services by focusing on the
elements of quality and speed, but without neglecting the
necd o continue o diversify in its services. KFH has
been keen on providing most of its banking services
through all available service provision channels, mainly
by ensuring that 115 services are accessible instantly by
various means through its branches, telephone service,
ATM s, Internet banking and mobile banking.

Kuwail Finance House takes great pride in its network of

banking services which operate on-line in Kuwail
through 25 branches for men and 14 branches for women,
The 25th branch
Suluibkhat in Mid-2000. During the year, we expanded
our Khaldiah branch, improved the standard of service

[ en and wome s opened a
for men and w MEN Wil alulil | 1

and designated the top floor exclusively w our female
custommers. By opening Al-Sharg Branch at the beginning
of (0, the number of our branches will rise o 26,

Our ATMs and branch network provided effective sup-
port o the drive toward developing our banking opera-
tions and the pioneering initiative of tele-marketing,
Within this context, Kuwail Finance House developed
an electronic banking base that enabled it to  provide
prompt and direct services to its customers, using state-
of-the-art ATMs.  Indeed, KFH boasts 62 ATMs. OF
course, our customers can use their Yisa Electron card
with K-net local network and the Golf Network for all
ATMs in Kowail and all the GCC countries.

Keeping up with its drive o make maximum use of mod-
ern technology in order to improve customer service and
ensure the ubility 10 inquire about cars and real estate
properties through the Internet, Kuwait Finance House
has announced the start ol its new on-line financing serv-

ices - a totally new way to provide free banking services
through the Web.
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Kiwail Finance House was the st financial instildtien
to provide mabile hanking services which enable the cus-
tormer to ohtain major information about the aecount sta-
L throwgh o mobile phone.

I e area of new products, KFH mtroduced new types
off hanking accounts during the Tirst half of the year 2006,
[t also started offering the quarterly investment deposit
account on which profits are paid every three  months,
Fhe latter product proved o be quite popular and
achieved beter-than-expected growth rates. Custamers
found this new service increasingly appealing particular
[v after there had been pwo profil pavments, Another new
product was Al-Baraem Account for children. This, oo,
has been most popular with KFH's voung customers

g wery prominenl sector of vur customer hase,

O the other hand, and seeking o develop new services,
with the comfort and convenience ol our cuslomers in
mind, we intreduged the service of collecting the health
insurunce premium amounts through our hanking branch-
ew, and an ggreement was reached with the Ministey of
Communications for collecting welephone hills by charg-
ing the customers” accounts, through the telephone serv-
ice, A similar arrangement has been set up Tor puying the
past-due electricity bills,

As o ostep toward maximizing the benefits from informa-
tion technology, 4 new Information Technology Sector
was created with the muin ohjective of promoting the
business activities al the other sectors of Kuwait Finanee
Howse and contributing twrwards the enhancement of our

service delivery methods,

Reuweait Finance House has achieved a remarkable sue-
cess toward providing overall banking services hased on
the principles of the Shareea’a, Within this framework,
EFH continued w finance an increasing number ol ceo-
nomie sectors al the local and international levels. For
example, in o K 20 million deal, it financed the provi

Customer Care Services,

sion of cars for government progects through s local
lensing product. Tealso provided  finanee w the order of
B3 14,5 million to the co-operative sector through its co-
operative marketing  prowduct.

[n the field of financing Islamic companies and car agen-
cies, KFH provided KD 51 million in finance through its
and provided K10 million for
nuncing the building of the University City at Sharjah,

muribuha product,

throweh the “istisnaa’ product,

KFH continued to play a pioneering role in Nnancing the
real estite sector, 926 properties were sold and 69 villas
were built and promoted s Al-Fintas Agricultural Arvea,
with the participation  of the “Kuwaiti  Manager
Company™, while 20 villas were built and marketed in
Al-Salam  Area
constiruction of a commercial complex al Hawalh al a

Another major achievement was [he

cost of around KD 5 mallion

In the feld of international investment, KIFH had several
participations, The vear 2000 wilnessed the estublish-
iBank
that covers residential properties, office buildings and

ment of a leasing portfolio in cooperation with Ci

industrial warehouses. The value of this portfolio is LIS 5
[06 million . The portfolio aims al investing with a prom-
is¢ to buy the properties in order (o achieve a manthly
incorme in gddition 1o expected capital gains,  Our
Treasury wuas very active this year, operating in the inter-
nuational Tinancial murkets for our account and for the

decounl of our cusiomers

[ line with owr strategy in the Deld ol inernational
investment te inerease the number of banks and interna-
tiomnal insttutions with which we deal, and by signing
agency agreements with a nomber of new international
hanks as well as the trend toward operating in new
and mainly, emerging, markets in order to diversify
and spread investment-related risks. KFH signed an
agency agreement with Aviation Lease and Finance
company (ALAFCO) tor the purchase and leasing




D nternet Banking Terminal in the Banking Hall.
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of aircrafts, under which ALAFCO  would act as
KFH's agent in the purchase and leasing of Tour
Airbus planes in a US 5 200 million deal.

KFH was also a provider of funds, organizer and
participant in a US S 20 million murabaha deal in
favor of the Islamic Development Bank covering
crude o1l and petroleum products for the henefit of
the Islamic countries which are participating mem-
bers in the Islamic Development Banlk.

As part of its interest in participating in develop-
ment projects in the GCC countries, KFH conclud-
ed a KD 10 million leasing deal with a privale med-
ical institution in the Kingdom of Saudi Arabia.

KFH's horizons have typically expanded with every
development of its work: It has participated with
27.5% interest in the recently established First
Takaful Insurance Company with a capital of KD 10
million,

KFH continued to provide consumer goods and
other necessities to its customers at the best prices,
Its results for the year 2000 were excellent by any
measure, increasing by 12.6% over 1999, This was
coupled with a remarkable increase in the car leas-
ing activity. In line with KHF s common strategy,
its Commercial Sector, contributed to transferring
its know-how by establishing many companies
inside and outside Kuwait, including “Auto Trust
Company™ in “Kuwait Free Trade Zone™ and sever-
al other companies in UAE, Germany and the US.
The car leasing activity achieved considerable
growth during the year.

In the field of human resources, KFH continued (o
develop its human resources during the year 2000
by pursuing its efforts in recruiting and training
which aim at attracting qualified Kuwaitis to join
the Islamic hanking sector. Along the same lines,

At Trust Co, in Kuwait Free Trade Zone - Commaercial Seg

KEH stepped up its eflforts to improve the efficien-
cy of its personnel and enhance their banking capa-
hilities and creating new departments and units as
part of the general drive toward modernizing its
organization structure,  Achievements within this
context included the creation of a unit for electronic
service channels and banking product developing
unit, the field of training, conducting several spe-
cialized training courses in cooperation with local
and foreign training firms,

KFH organized 52 collective programs in which a
total of 830 employees participated inside Kuwait,
and 110 single tramning courses in which 80
employees participated. 23 of our emplovees were
delegated to attend 14 specialized courses that ere
conducted through international institutions outside
Kuwait,

Serving the community was one of the roles KFH
took upon itself and performed in the true spirit of
citizenship and in the light of what it believed its
social role was about: It provided valuable support
to a large number of scientific, cultural and eco-
nomic conferences inside and outside Kuwat. It
participated in a timely and effective manner in
addressing a number of issues of vital importance (o
the Kuwaiti community, foremost among which
wits the issue of drug addiction, Mindful of its social
role and duty toward its community, KFH made a
historic donation to build a sanitarium for drog
addicts at 4 cost of KD 4 million. Work on building
this sanitarium was recently started with a huge
government, parliamentary and popular participa-
tion, KFH also played an effective role as a main
sponsor of the National Drug Control Campaign,

KFEH adopted and provided full support 1o campaign
supporting  education  launched under the name
“May Allah Grant Them Success™,
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Comprehensive Banking Services

Honorable Brothers,

The financial results for the vear ended 31 Decembe
200K} showeed the following:

The Balance Sheet

A Total assets amount o KD 2026 million at the end of

w0 the year, with an incregse of KD 257 million or |5%
aver [994% Om the habilittes side,  costomer accounts
lotaled KIY 1547 million, with an increase of KD 212
million ar 16% over the previous vear, while the share-
holders™ funds stood at KD 217 million, rising by KD 25
million ar 13% compared with 1999,

(Operating Income

~ Orperating Income for the year totaled KD 146 million,
al with an increase of KD 12 million or 9%, After
expenses and provisions, the profits available Tor distri-
butinn amounted to KD 115 million, which represents an
increase of KD O million or 10 % over 19949,

Dividends

Profits were distributed among the investment depos-
itors for the financial vear ended 31 December 2000 at
the fallowing rates:

Type of Account ZUMHD 1999
Investment savings accounts 4.4]17% 4. 50%
Investment deposita for o limited period 3. H89% £, (M5
Investment deposits for unlimited period  6.625% 6.75%

Growth Trends of the Kuwaiti Economy

[he Kuwaiti ecconomy wilnessed several  positive

@ developments during the vear 2000: The rise of ail
prices and ncreased production were reflected in a better
pertormance of the cconomy, with real GDP being esti-
mated by the International Monetary Fund at 3.6% com-

pared with a negative growth rate of 2.4% in 19499,

The flourishing oil market resulted in the revenoes from
production rising to US $ 187 billion approximately,
bolstering the country’s foreign currency reserves, esti-
mated at some U'S % 75 billion, and Kuwait is expected m
achieve a budget surplus which may well reach the US §
3 billion level, The hike in oil prices resulted in an
increase of the trade balance and, therefore, the current
balance , from KD 16.5% in 1999 o an estimated 27.8%
of 1otal GDP in the yeur 2000,

Reform efforts by the Government during 2000 sought 1o
activate the local cconomy  and pull it from the circle of
deep depression which has struck most sectors of the
national econamy. A committee for putting the economy
on the right track was formed, with the specilic function
of studying the various problems that have led 1o the state
of economic recession, propose reform policies and
measures that would address the structural imbulance of
the natiwmal economy by allowing the private sector a
free hand, We pray for the success of those efforts. On
the other hand, and as part of the efforts 10 adopt a poli-
cy of economic

dorm, Kuwait witnessed several impor-
tant developments, foremost among which were the ¢los-
ing of the matter of non-performing debts, issue of the
by-laws governing the direct investment controls, o giant
achievement along the road woward economic reform, for
it allows non-Kuwaitis 1o own shares in Kuwaiti compa-
nies listed on the Kuwait Stock Exchange, which is one
of the largest stock exchanges in the Middle East, with
86 listed companies and a total capitalization of LIS $20
hillion, However, despite the increase in oil prices and
resumed growth, the performance of the Kuwail Swock
Exchange s still suffering from the peneral weakness
that prevailed during the period of low oil prices during

998, 1t also appeurs that the historical relationship

between ail prices and stock exchanges no longer exists:
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Share prices declined  and total trade valoe fell from
KDLEED million in 1999 w KD 1,295 million i 2000,
drop of KD 546 million 29.7 %. A total of 6.8 billion

shares were raded during the vear, representing a daily

average of 273 million shares which 15 28.9% less than
the daily average for 1999, A total of 157 thousand deals
were made, representing a daily average of 633 deals und

adrop of 26.3% compared with the previous year.

On the other hand, the year 2000 suw the Central Bunk
of Kuwat continue to follow up local monetary and
hanking development through the numerous indicators
and major monetary  and  banking aggregates. This
reflected the Central Bank's keen desire to achieve mon-

etary stability and strengthen the various elements of

financial stubility, Perhaps the most significant develop-
ment in this regard during the year 20000 was the raising
of the discount rate by a hall percentage point, from
6.75% 10 7.25% on 17 May,

Economic Growth Trends in the GCC

4= The performance of the various economies of the GCC

27 countries continued (o improve during 2000, reflecting
the impact of the oil price increase and improved private
sector optimism in the countries of the region that liberal
ceonvmic policies would be adopted in order 1o attract
foreign investment. The average rate of growth in the six
GOC countries was 3.4% during 2000 compared with
(L6% in 19949, The Brent crude price level averaged US
$28.5 in 2000 compared with $ 17.9 in 19949 and $12.7
in [99E, und oil production rose by 95 during the year.
As i resulty total oil revenues of the GOC countries are
estimated at US $ 125 billion in 2000, with a 54%
increase over 1999, This is expected to result in reducing

the budget deficit and transform the current account
deficit inm a surplus for most countries in the region. At
individual GCC country level, there has been a positive

GDP growth in cach country during 2000, wmounting Lo
5% in the UAE, 4% in Buhrain, 3.4% in the Sultanate of
Ciman, 3% n the State of Qater, 2.5% in the Kingdom
of Saudi Arabia and 3.6% in the State of Kuwait.

Growth Trends of the World Economy

The world economy witnessed o number of positive
,'.;llL"A."UlﬂPITIL’.I'HS during 200K}, through 1o ditferem
degrees in various parts of the world, World economic
growth, as measured hy the real gross domestic product,
rose 10 4.7% in 2000 compared 1o 3.4% in 1999, This
higher rate of growth is atributed w the growth achieved
by the US economy which has been enjoying its longesi
boom  since World War 1L, the remarkubly betier per-
formance of the Buropean economies, the restored confi-
dence in Asian cconomies, the drop m the rate of eco
nomic slow down in the emerging countries in Latin
Amercy and the Middle Easy,  stronger growth in the
Alrican countries and better than expected improvement
i Russii.

Yet, despite this growth, many countries continued to
suffer from economic problems as a result of natural
catastrophes, adverse movements i commadity prices,
or certain diseases, particularly in the African Sahara and
several Asiun countries,

The US played a decisive role in overcoming the effects
ol the crisis in Asia on world economic growth. The rate
of growth of the LIS economy has been stable at 4% since
[997 while inflution was kept under control, below the
2.5% level and unemployment dropped to its record low
of 3945, while the federal budget achieved a surplus
egual e 1.6% of the country’s GDP. Needless to say, the
technological advances in the USA during the 19905
plaved a vital role in productivity increase, cost decrease,
stock exchange growth, higher spending rates and, there-
fore, higher rates of growth.
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Mevertheless, this great achievement veils several struc-
tural imbalances that threaten the US economy and its
growth rend, These imbalunces include the over-pricing
of assets, negative saving in the private sector and an
unprecedented deficit in the balance of payments and

increasing bunking credit rates,

On the other hand. the economic policies  adopied in
Europe and Japan and the well-orchestrated efforts of
ceonomic policymakers helped overcome the negative
repercussions of the Asian crisis, while the determina-
tion of the policvmakers in the countries  directly
invalved in the crisis helped overcome its negative
effects and contributed o the renewing ol interest in the

macro-gconomics of those countries,

The Euro arca witnessed remarkable growth and expan:
sion, with real GDP, which amounted to 3.75% during
1999 maintained its level during the vear 2000, This pos
iive resull s attributed 1o improved export perfornmance
ty aresult af the resumption of activity at the global level,
with continued  growth expectations  strengthened by

increasing consumer confidence, continued improvemen

of the external environment and the increasing rate of

growlh coinciding with declining unemployment rates.
Frocus continued o be placed on the linancial and bank-
g policies designed to reduce the rate of inflation to
2.4% under the pressure of stable wages. lower service

prices and lower txes in several countries,

Europe’s uniform currency, the Euro, lost [5% ol iis
value against the US dollar and the other major curren
cies, and the Boropean Central Bank was Toreed 1o ellect
several increases of the interest rate on the Euro by o total
of 249 since late 19949, The rate was last hiked by (.25%
i Cictober 20000,

Al the industrialized countries level, the real GDP

grovth rate rose in both Germany, France, and Japan [rom

An Ever Growing ATM MNetwork

6% to 2.9% and from 2.9% w 3.5% and Trom (L2% 1o
| 4% respectively Between 1999 and 2000, While the US
economy achieved a growth rate of 5.2% in 2000 com-
pared with 425 in 1994,

On the other hand, the Asian countries survived the
severe erists they had suffered in 1997- |99, with the
growth rate amounted to 6.5% 0 20000 compared with
G5 in 1999, thanks to the effective monetary and finan
cial policies adopted by those countries, increased or-
eign demand, higher demand i the electome mdustries
sector, continued strong demand on informaton technol-
opy, and  with strong local and foreign demand. The
developing countries, 100, registered an  impressive
growth, achieving a growth rate of 5.6% compared 1o
1.8% in the previous year thanks to the relormist policies
that have been adopted in o number ol countries and
higher oil und raw material prices, all of which had posi-
tive effects on the performance  of the  npaticnal

CLOTIOIES.

All regional groups in the developing countries achieyved
higher rates of economie growth, including  Alrica,
which achieved a higher growth rale than in 1Y The
growwth rade in the Asian countries rose from 5.9% in 1999
Lo &.7% in 2000, 1t is worth noting, however, that both
China and India achieved only o small improvement in
the growth rate, which rose From 7.1% o 7.5% in China
and Trom 6.4% o 6.74% in India between 19949 and 2000,

Finally, we thank Allah tor His blessings and for our suc
cess, and pray to the Almighty 1o give us further success
in the future in realizing the poals and objectives of
Kuwait Finance House, in the best interests of our
beloved country. under the wise leadership and guidance
ol His Highness the Amir, Sheikh Jaber Al-Ahmad Al-Jaber
Al-Sabah and His Highness the Crown Prince and Prime
Mimister, Sheikh Saad Al-Abdullah Al-Sabah, and the
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Arab and Islomic waorld Take this opportunily W espress

our thanks o all the competent aflicial authorites and 1o
o honorable customers who have always supported the

progress of this greal Islamie institution.

[ also wish o thank the honovable members of Al-Fatwa
and Shareea’s Supervisory Board [or their generous

elforts, may Allah reward them for their righteous deeds

I take this opportunity o thank my colleagues on the
Board of Directors for the endless efforts, | am equally
grateful for the efforts of the General Munager. the
Deputy  General Manager,  the Assistunt  General
Managers and their deputies, as well as all the stalT of this

proneering Islamic insttution,

We pray to the Almighty 1o guide us o what is truthlul
and pood

Bader Abdul Mohsen Al-Mukhaizeem
Chairman
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ALl
OF KUWAIT FINANC

" HOUSE K.S.C,

W have audited the accompanying consolidated balance
sheet off Kuwait Finance House B.S.C. and s Subsidiary
(the groupy as of 31 December 2006, and the related con-
soliduted statements of income, changes in eguity and
cash flows for the vear then ended, These consolidited
financial statements are the responsibility of the parent
company ' s management, Our responsibility 15 o express
an opinion on these consolidated financial statements
hasied on our audit.

We conducted our audit in accordance with International
Standards on Auditing, Those Standards require that we
plan and perform the audit 1o obtain reasonable assurance
abhout whether the consalidated financial statements urg
free of material misstatement, An audit includes examin
ing, on a test basis, evidence supporting the amounts and
diselosures i the consolidated financial starements. An
audit also includes assessing the accounting principles
used and significant estimates made by management, os
well as evaluating the overall financial statement presen
tation, We believe that our audit provides a reasonahle
basis for our opinion.

In our opinion, the conselidated  financial  statements
present Fairly, in all material respects, the financial posi-
tiem of the group as of 31 December 20000, and the results
of its operations and its cash flows for the vear then
ended In accordance with  International  Accounting
Standards

Furthermore, in our opinion proper bhooks of account

have been kept by the group and the consalidated finan

chul statements, together with the contents of the report of

the board of directors relating to these consolidated Tinan
cial statements, are in accordance therewith, We further
report that we obtained all the information and explana
tions that we requived for the purpose of our andit and
thut the consolidated financial statements incorporate all
information  that  is  required by the Commercial
Companies Law ol 1960, as amended, and by the parent

company s articles of association, that an inventory was

MTORS' REPORT TO THE SHAREHOLDERS

duly carried out and that, w the best of our knowledge
and beliel. no viclations of the Commercial Companies
Law of 1960, a« amended, nor of the articles of associa
ton have occurred during the year ended 31 December
2000 thut might have had a material effect on the busi-
ness of the group or on its financial position,

We turther report thut, during the course of our audit, we
have not become awire of any material violutions of the
provisions ol Law No. 32 of 1968, as amended, concemn
ing currency, the Central Bank ol Kuwait and the organ-
isation of banking business, and s related regulations
during the year ended 31 December 2000,

WALEED A, AL-O5AIMI
LICENCE NCY 68 A
OF ERNST & YOUNG

SALAHF, AL-MARZOOK
LICENCE NO, 15 A
OF DELOITTE & TOUCHE

8 lanuary 200




Consolidated Balance Sheet 31 December 2000

Moles
ASSETS
:l- sh and balances with banks and linancial institutions 3
Short-term international murabaha 3
Receivables 4
i'f eased nssets b
lovernment debt bonds o
’In.veﬁtments T

Property and equipment
Other assels

- Tutal asseis

2000
KLY (HY's

133,295
157,330
107519
B0 064
19,087
03,455
27448
14414
2.025.612

19949
KD (iFs

117617
159,710

| O, 593
73,6000
6,679
281,07}
22,262

42278

1,768,809

:II.I..etHILI'I'II".H. DEFERRED REYENUE, MINORITY INTEREST

ABILITIES

:ﬁue to banks and financial institutions 9
' Depositons” accounts 10
Other linbilities 1

oul Liabilitics
-Ei"gl‘ﬂ.d Revenue
;ﬁl_nnrjg,- Intercst

SHAREHOLDERS' FUNDS

* Share capital 12
Proposed issue of bonus shares 13
dtescrves 12

QR e cash dividends 13
¢ Tatal Shareholders’ Funds

ﬂ'nml Liahilities, Dieferred E::rnnnn, .\"Iinnrit;"lnlurunl ulldihs;mhnlden‘ﬁl_nda s _2.01-5._1‘112

"AND SHAREHOLDERS' FUNDS

7.615
1,547.065
71,9410
1,626,620
165,507
16,255

61,343
3681
126,442
19] 466
25,764
217.230

5,689
1,334,943
65,424

1 406,056
|56,218
15,013

56,790
1,408
11}8,595

| &8, 802
22.7210)
191,522

1. 708,809

BADER ABDUL MUHSEN AL-MUKHAILZEEM
(CHAIRMAN AND MANAGING DIRECTOR)

The attached notes 1 to 22 form part of these consolidated financial st

JASSAR D, AL-JASSAR
(GENERAL MANAGER)

atements,



Consolidated Statement of Income Year ended 31 December 2000

201H) 19494
Motes KD O0HFs KD OHFs
OPERATING INCOME
Murnbaha, Istisna’a and leasing 112,804 104,544
Subvention of government debt bonds 2 b6 4.245
Investment income 20,508 20287
Fees and commissions 5,486 4,223
Met gain from dealing in foreign currencies | Gl 1566
Miscellaneous 2,584 | B
145,989 134,054
OPERATING EXPENSES
Creneral and acdminmistiration 19,940} 18,645
Depreciation 5,118 4,131
Provisions 4,766 5,107
FROFIT FROM OPERATIONS BEFORE
MINORITY INTEREST 116,165 106,171
Minnrit:\- irllg_tn'ul 1,241 1,298
PROFIT FROM OPERATIONS BEFORE
DISTRIBUTION TO DEPOSITORS 114,924 104,873
Distribution to depositors L 66,522 59,734
48,402 45,139
Contribution to Kuwait Foundation for the Advancement ol Sciences 701 627
Directors” fees Rl B0
Net Profit 47,621 44,432
Basic Earnings per Share 14 78 fils 74 fils

Fhe attached notes 1 to 22 form part of these consolidated Nnancial statements.




Consolidated Statement of Changes in Shareholders’ Equity

Year ended 31 December 2IMH)

Reserves
Proposed Froposed Tutal
Shure Iesue of ciish Share Freasury  shurehabdens
capital bonus shares dividends Slabuiory premiwm  Volaniiry shaires Tumids
KT MKy KD (MM KLY WKy WY Dipi's KLY (HHs KIF O0is KD (WHl's KT} (0i°s
(Note 1Za)}  (Note 13)  (Nole 13} (Note 12b)  (Node 12¢)  (Note 124)

CAL 3 December |99% 53,584 3,215 19,290 71,138 5,641 16,087 (672) 168,284

OYEMENTS DURING 1999;

i af bonus shares (3.215) - -

: o : [ 1,486) - (1,886}

sh dividends paid (19,290) . . _ (19.290)

it movement in treasury shares . (18)

msfer to statutory reserve . - - 13,790 - - 13,750
Samsler to voluntary reserve . - : 4,514
WProposed issue of bonus shares - 3408 - 3,408
‘Proposed cash dividends R -5 - . - 2350
At 31 December 1999 56,799 3408 22,720 84,929 5,641 18,715 {690y 191.522

MOVEMENTS DURING 200
ssue of bonus shares 3408 (3,408) - - - -
lie of shares for cash 1,136 - 2067 - 3,203
kat - - - - - (2,345)
Cush dividends paid - - (22,730 - : (22,7200
ENEL movement in treasury shares ‘ - ; 51
Transfer to statutory reserve - - - . 13,336
Transfer to voluntary reserve - - 4,540 4,840
" pposed issue of bonus shures - 3,681 - - 1681
Proposed cash dividends . 25,764 . - - 25,764
- Al 3L December 2000 61,343 3681 15764 98265 7.708 21,210 (741) 217,230

The attached notes | o 22 form part of these consolidated financial statements,




Consolidated Statement of Cash Flows Year ended 31 December 2000

2000 1990

Notes KD 's KD H0's
OPERATING ACTIVITIES
Met profit 47.621 44.432
Adjustment for;
Minority interest |.24] 1.298
Depreciation 5118 4,131
Operating profil before changes in operating assels and liabilities 53,980 44 861
(INCREASE) DECREASE IN OPERATING ASSETS:
Receivables (60,026} {59,058)
Leased assels {4,464) 7148
I'tading propertics (12,6863 2,638
Other assets 7,864 (10L513)
INCREASE (DECREASE) IN OPERATING LIABILITIES:
Bue to banks and financial institutions 1,926 (15,708}
Depositors’ accounts 212,122 T3, 144
Chber liabilities f.516 11,766
Drefermed revenue 9,289 TA40
Net cash [rom operating activities 213,621 0,289
INVESTING ACTIVITIES
Redemption of government debt bonds 41,592 BO,715
Purchase ol non trading investments (11,179 {400 EH0)
Purchise of property and eguipment (13, 106) (5,813)
Proceeds from sale of property and eguipment 4,232 B2
Met cash from investing activities 21,539 35,702
FINANCING ACTIVITIES
Issue of Shares 3,203 .
Cash dividends paid (22,7200 (19,290)
Minority interesi - (1,001
Payment of Zaka (2,345) {1 886)
MNet cash used in financing activities {21.862) (22,187)
NET INCREASE IN CASH AND BALANCES WITH BANKS
AND FINANCIAL INSTITUTIONS 213,298 73,804
Cash and balances with banks ane financial institutions at 1 January 271,327 203,523
Cash and balances with banks and
financial institutions at 31 December 3 490,625 277,327

The attached notes | to 22 form part of these consolidated financial statements,




Notes to the Consolidated Financial Statements 31 December 2000

1- ACTIVITIES

The consolidated financial statemenis of Kuwait Finance House K.5.C. and subsidiary for the year ended 31 December
2000 were authorised for issue in accordance with a resolution of the board of directors on 8 Junuary 2001

Kuwait Finance House K.5.C (the parent company) is a public shareholding company incorporated in Kuwait and is
engaged principally in providing banking services, the purchase and sale of properties, leasing, project construction for
its own accounts as well as for third parties and other trading activities without practising vsury. Trading activities are
eonducted on the basis of purchasing various goods and selling them on a cash, credit or Murabaha basis at negotinted
profit margins, The company's registered head office is at Abdulla Al-Mubarak Street, Murgab, Kuwait,

Al-Enma'a Real Estate Company K.5.C. (Closed) (the subsidiary) is a closed shareholding company incorporated in
Kuwait and is engaged primarily in real estate investment, trading and management activities.

All activities are conducted in sccordance with Islamic Shareea’n, as approved by the parent company’s Fatwa and
Shareea’n Supervisory Boarnd,

The company operated through 25 branches (1999 24) and employed 1,328 employees as of 31 December 2000
(1999: 1,256),

2 - SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared in conformity with International Accounting Standards
issued by the Imternational Accounting Standards Committee (IASC) and interpretations issued by the Standing
Interpretations Committee of the LASC. The significant accounting policies adopted are as follows

Accounting convention

The consolidated financial statements are prepared under the historical cost convention,

Basis of consolidation

The consolidated financial statements incorporate the financial statements of Kuwait Finance House K.5.C, for the year
ended 31 December 2000, and of its subsidiary Al-Enma’a Real Estate Company K.5.C. (Closed), for the year ended 31
October 2000, All significant intra-group balances, transactions and unrealised profits

are eliminated upon consolida-
Hon,

Other subsidiaries listed in Note 8 are not significant w the financial position or results of the group and, accordingly,
are not consolidated. Similarly, investments in associated companies are not significant and not accounted for under the
equity method of accounting. These investments are carried at cost less provision for uny decline other than temporary
in value determined on an individual basis,




Notes to the Consolidated Financial Statements 31 December 2000

Short-term International Murabaha

International murabaha transactions with a residual maturity of upto three months from the balance sheet date with high
credit quality international banks and financial institutions are classified as “short-term international murabaha’ under
cash and balances with banks,

Heceivables

Receivables are stated in the balance sheet net of specific and general provisions on the basis of a continuous appraisal
af the receivables, having regard to the group's past experience, current economic conditions, Central Bank of Kuwait
guidelines and other relevant Factors, Specific provisions are made to reduce all impaired receivables o their expecled
realisable value whereas general provisions are made 1o provide for losses known from experience (o exist bul not yel
specifically identified.

Leased assets

Leased assets are stated at amounts equal to the net investment outstanding in the leases.

Government debt bonds

Government debt bonds ure stated al cost.

Investments
i) Investment properties

Rental properties are held for long-term purposes and are initially recorded at cost. Depreciation is provided on a
straight-line basis over the estimated useful lives of ull rental properties, other than freehold land which is deemed 1o
have an indefinite life. The carrying amounts are reviewed at each balance sheet date to assess whether they are record-
ed in excess of their recoverable amount, and where carrying values exceed this recoverable amount, assets are written
down,

Trading properties are held for short-term purposes and are carried at the lower of cost and market value determined on
an aggregate portfolio basis,

Other properties comprise participations in real estate funds, portfolios, projects and certain buildings and are held for
their investment potential on a long-term basis, These properties are carried al cost less provision for decline other than
temporary in value, determined on an individual basis,

it} Investments in securities and managed portfolios

Investments in securities and managed portfolios are held for long-lerm purposes and are carried al cost less provision
for decline other than temporary in value, determined on an individual basis, |




Notes to the Consolidated Financial Statements 31 December 2000

i) Parenl company's investment in own shares

The parent company’s investment in own shares, classified under investements, is held for long-term purposes on behall
of depositors and is carried at cost less provision for decline other than temporary in value.

The parent company’s investment in own shares classified as treasury shares is shown as a deduction from reserves,

Property and equipment

All items of property and equipment are initially recorded at cost. The carrying amounts are reviewed at each balance
sheet date 1o assess whether they are recorded in excess of their recoverable amount, and where carrying values exceed
this recoverahle amount, assets are written down. Depreciation is provided on a straight-line basis over the estimated
useful lives of all property and equipment, other than freehold land which is deemed to have an indefinite life,
Revenue recognition

i) Income from Murabaha and Istisna’a is recognised on a time apportionment basis.

it} Income from leased assets is recognised on a pattern reflecting a constant periodic return on the net invesiment oul-
standing.

iti) Subvention on government debt bonds and income from rental buildings are recognised on a time apportionment

basis.

i) Dividend income, including dividend income on owns shares (held on behall of depositors), i1s recognised when the
right to receive payment is established, Treasury shares are not entitled to any cash dividend.

v} Fee and commission income is recognised at the time the related services are provided.

Lakat

Lakal is calculated at 2.577% on the reserves of the parent company (excluding propesed distributions) at the end of the
year before transfers to reserves for the year, and paid under the direction of the company's Fatwa and Shareea’a
Supervisory Board. Zakat is charged to voluntary reserve,

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the ransaction. Monetary assets and lia-
hilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balunce sheet date. All
differences are ken to the statement of income.

Fiduciary asseis

Assets held in trust or in a fiduciary capacity are not treated as assets of the group and accordingly are not included in
these consolidated financial statements.




Notes to the Consolidated Financial Statements 31 December 2000

3-CASH AND BALANCES WITH BANKS AND FINANCIAL INSTITUTIONS

Cash

Balances with the Central Bank of Kuwail
Balances with banks and financial institutions
Balunces with banks and financial institutions

Short-term intermational murababa

= CUFTERL Hocounts
- exchange of deposits

2000
KD (s

22.632
24,344
12,3712
13,947
133,295

357,330
40,625

1999
KLY (H0's

31,162
25,170
54,760}
6,525
117617
159,710

277,327

In accordance with Islamic Shareea’a, no interest is receivable on amounts due from banks and financial institutions,

Short-term international murabaha represents murabaha transactions with high credit quality international banks and

financial institutions with o residual maturity of upto three months from the balance sheet date.

The parent company exchanges deposits with high credit quality banks and financial institutions in local and foreign cur-
rencies with the legal right reserved to set off such deposits exchanged in the event that a bank or a financial institution

becomes insolvent. The gross balances of deposits exchunged were as follows:

2 19949
KL 0H)'s KL (M5
[Due from banks and financial institutions 317,33 178,570
e 1o banks and financial institutions [ 30K KGR ) {176,622)
T.433 1048
Included in the consolidated balance sheet as net balances:
2(HH) 19494
KID) OMYs Ky (iMr's
IN ASSETS:
(e from banks and financial institutions 13,947 6,525
IN LIABILITIES:
Due to banks and linancial mstitulions (6,514 4,57
7.433 1,048

The fair values of cash and balances with banks and financial institutions do not differ from their respective book values,




Notes to the Consolidated Financial Statements 31 December 2000

4- RECEIVABLES

" Receivables comprise Murabhaha, Tstisna’a and Qurd Hasan and are stated net of specific and general provisions.

The composition of receivables is as follows:

d | 111] 1999

- KD (MH)'s KD (M5
Trading and munufacturing 131,626 155,449
Banks and financial istitutions 202,675 193,309
Construction and real estate 161,658 131,646
Individuals 459,535 135,247

- Other 20,475 fiH
1,177,964 1.1 14,300
W Less: Specific und general provisions (107,450) {106,716)
LOT.519 1,000,593

"The movement in provisions during the vear was as follows:

20 1999

_ KD (i's KD 000's

S Provisions at 1 January 106,716 101,919
* Provided during the vear 2453 4,797
Amounts written off during the vear (1.419) .
- Provisions at 31 December 107,450 106,716

*Provisions include certain amounts in respect of debts purchased by the Central Bank of Kuwait. In accordance with the
b regulations specified in Note 6 to the consolidated financial statements, these provisions must be ceded o the Central
& Bank of Kuwait when they are no longer required.

Whenever necessary, murabaha receivables are secured by acceptable forms of collateral to mitigate the related credit
risks. Real estate murabaha receivables are secured by mortgage on the underlying property.

Receivables from banks and financial institutions comprise mainly murabiha transactions with high credit quality “AA"
rated banks.

Ii is the group’s intention 1o hold receivables to maturity. The estimated Fair value of the group’s receivables is not sig-
nificantly different from their respective book value which represents the gross receivables less specific und general pro-

vigions established o reduce book value to estimated realisable value,
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5 - LEASED ASSETS

This represents net investment in assets leased for periods which either approximate or cover a major part of the esti-
mated useful lives of such assels. The lease agreements provide a purchase option 1o lessees at 4 price equal o the esti-
mated residual value of the gross investment outstanding at the fime when such option is exercised. The net investment
comprises the tollowing:

200M} 1994

KDy (0iFs KD 00('s

Giross investmen! B2 418 17412
Unsarned revenue (1.664) (U500
Provision {BUH (BG2)
80.064 75,600

The unguaranteed residual value of the leased assets at 31 December 20000 15 estimated at KD Nil (1999 KD 592 thousand).
6 - GOVERNMENT DEBT BONDS

The Central Bank of Kuwait, (on behalf of the Government of Kuwait), purchased from the parent company its local real
estate portfoho, debis of resident Kowaiti customers and resident debts of other Gulf Co-operation Council nationals
existing at 31 December 1991, in accordance with Decree Law No. 32 of 1992, concerning the treatment of the finan-
cial and banking sector, Law No. 41 of 1993, concerning the purchase of certain debis by the Government, as amended
by Law Mo, 80 of 1995, the Council of Ministers Resolution No, 8635, and chapter five, concerning regulations pertain-
ing to the management of the local real estate portfolio purchased from Kuwait Finance House K.5.C., of the Council o
Ministers Resolution No, 1096 of 1993 relating to the executive regulations of Law No, 41 of 1993,

The purchase value of the local real estate portfolio and debts was determined in accordance with the above regulations
and were settled by the issue of bonds dated 31 December 1991,

Under the terms of the above mentioned regulations, the parent company is commitied to re-purchase the local real estate
portfalio from the Government within a period not to exceed 10 years as of 31 December 1991, at the lower of the mar-
ket price prevailing at the date of the re-purchase of the local real estate concerned and the purchase price thereol at the
date of the issue of the bonds. The parent company is also committed o manage the local real estale portfolio without
remuneration.

The subvention an the bonds was 5.37% per annum for the first half and 5.62% per annum for the second hall of the

year énded 31 December 2000 (1999; 5.38% per annum for the first hall and 5.05% per annum for the second hall of

the year), and is puyable semi-annually. Management has estimated the fair value of government Debt Bonds to be al

least equal to their carrying value.
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7- INVESTMENTS
2000
KL M0y
a) Investment properties:
- Rentul propertics

Cost 5«1_ 3:" 1,. 53,891

Accumulated depreciation [13,053)
SR
- Trading properties =1 D‘gl 859,050
- Other properties L“l‘j 6.4 14
195,200 ¥
k) Investments in secarities and managed portfolios g 43,1 sov’
) Investments in subsidiaries and associated companies (Note &) | ) Ger i o
= Unconsolidated subsidiary companies . 33,760 vy
= Associated companies '.'};' 31,343
MK3 455

1999
K1Y (H0's

35,541
(11,760)

44,141 v
g2.342v"

55,849
182,372

41,114

28459
29,045

281,070

Included in investments in rental properties above is an investment in the Al-Muthana Complex in Kowait which is con-
structed on land leased from the Government, The ownership of the building, as well as any results from the activities

refating to the investment are attributed only to the shareholders of the parent company.

Included in investments in securities and managed portfolios is an amount of KD 4,404 thousand (1999 KD 4,404 thou-
gand) which represents the group’s investment in 6,547 thousand (1999: 6,176 thousand) of its own shares on behall of

depositors, equivalent to LO8% of the total issued share capital at 31 December 2000, The results from activities relat
ing to dealing in these shares are attributed only to the depositors and hence these shares continue to be classified under

investments,

The estimated fair values of the investments are not significantly different from their respective hook values,
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8 - SUBSIDIARY COMPANIES AND ASSOCIATED COMPANIES

Subsidiary companies of Kuwail Finance House K.5.C. are as follows:

Interest in Country of Principal
equity o registration activitics
The Kuwaiti Manager Company for Managing
Real Bstule Projects K.5.C. {Closed) 110k Kuwal Contracting, trading

ancl project
mandgement

Gull Upiversal Company for Trading in

Muotor Vehicles K.5.C, (Closed) |0 Kuwait Trading in
motor vehioles
Malaysian KFH Capital Sdn. Bhed | Oy Ml sia Investment
Holding Company
Muthana Investment Company K.5.C. (Closed) {4 Kuwait Islamic investments
La'alran Investement Lid, LY Cavman Financial services
International Tumkey Systems Company E.5.C. {(Closed ) 85 Kuwail Development of

computer software
and hardware
KFH Tjarah House (Maluvsia) Sdn. Bhd 70 Mlilaysia Lensing, hinance
and murabaha
Human Investment Corporation for Training
and Consulting K.5.C, (Closed) ol Kuwait I'raining services
Aviation Lease and Finance Company K.S5.C. (Closed) o) Bermuda Leasing and
financing of aircrafts
Al-Enma’an Real Estates Company K.5.C, (Closed) 54,78 Fouwan Real estate
investement
pndd truding

The associated companies ol Kuwait Finance House K.5.C. are as follows:

Interest in Country of Principal
equity % registration activities
Kuwait Turkish Evkaf Finance House ikl Turkey Islamic banking
SETVICES
Murkets and Marketing Services Company K.5.C (Closed) 15 Fuwal Muarketing services
Arel Investment Giroop BLS.CL (Closed) M uwaait [slamic investments
First Takatul Insurance Company K.8.C, (Closed) 27.5 vt Fslomic takaful
insurance
Alavan Leasing & Investment Compuny K.5.C, (Closed) 27 Kowail Leasing and islamic
investments
Ciull Investment House K.S5.C. (Closed) 26 Fouwait [alnmic investmenis
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Y- DUE TO BANKS AND FINANCIAL INSTITUTIONS

2000 1999

K1 (HH)'s KLY (HWY's

.E.iﬂ.i].nl’.'l’."i due 1o bunks and Tinancial instiutions - current nccounts 1, 10H 1,112
Balances due to banks and financial institutions - exchange of deposils (Note 3) 6514 4577
7618 5,689

In sccordance with Islamic Shareea’a, no interest is payable on accounts due to banks and financial institutions, The fair
yalues of balances due to banks and financial institutions do not differ from the respective book values,

10 - DEPOSITORS' ACCOUNTS

i) The depositors’ accounts of the purent company comprise the following:

i)

it}

MNon-investment deposits in the form of current accounts. These deposits are nol entitled (o any profits nor do
they bear any risk ofloss as the parent company guarantees to pay the related bulances on demand. Accordingly,
these deposits are considered Qlard Hasan from depositors (o the parent company on the grounds of Islamic
Shareea’a.

[nvestment deposits comprise deposits for unlimited periods, limited periods and saving accounts. Unhimited
investment deposits are initially valid for one year and are automatically renewable for the same period unless
notified to the contrary in writing by the depositor. Investment deposits for a limited period are initially valid
for one year und are renewable only by specific instructions from the depositors concerned. Investment savings
accounts are valid for an unhimited period.

In all cases the investment deposits receive a proportion of the profit us the board of directors of the parent com-
pany determines, or bears a share of loss based on the results of the financial year.

The parent company generally invests approximately 90% of investment deposits for an unlimited period, 80%
of investment deposits for a limited period and 604 of investment savings accounts, respectively. The parent
company guarantees 1o pay the remaining uninvested portion of these investment deposits. Accordingly, this
portion is considered Qard Hasan from depositors to the parent company, on the grounds of Islamic Shareea’a.
Investing such Qard Hasan is made at the discretion of the board of directors of the parent company and the
results of which are attributable to the shareholders of the parent company.

) On the basis of the results for the year the board of directors of the parent company determined the depositors” share
= of profit at the following rates:

2000 1999

Yo per annum % per annum

Investment deposits for an unlimited period 6.625 6,750

* nvestment deposits for o limited period 5,889 fa, M)

| Investment savings accounts 4417 4.500
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I1- OTHER LIABILITIES

The estimated fair values of other liabilities are not significantly different from their respective book vualues,

12 - SHAREHOLDERS FUNDS

a) The Extraordinary General Assembly of the shareholders of the parent company held on 20 March 2000 approved an
increqase in the paid-up share capital by the issuance of 34,080 thousand (1999 32_150) thousand) bonus shares of 100
fils each and an issue for cash of 11,360 thousand {19949 Nil) shares to members of staff at 282 fils per share, The
bonus shares were issued by a transfer from profits for the year ended 31 December 1999, The amount received in
excess of the nominal value has been transferred to the share premium account. Accordingly, the authorised, issued
and fully paid-up share capital at 31 December 2000 comprises 613,430 thousand {1999: 567,990 thousand) shares of
100 fils each,

b) The Extraordinary General Assembly of the parent company held on 18 March 1996 approved an amendment o arti-

cle 58 of its articles of association, in which the Ordinary General Assembly can approve an increase in the transfer
of 10% each of the net profit for the year to statutory and voluntary reserves, as appropriate, if proposed by the board
of directors of the parent company. As a result, an amount of KD 13,336 thousand equivalent to approximately 28%
(1999: KD 13,790 thousand equivalent to approximately 31%:), of the net profit for the yvear bas been transferred o
statutory reserve. The Ordinary General Assembly may resolve wo discontinue such annual transfers, il proposed by
the board of directors of the parent company.

Only that part of the reserve in excess of 50% of paid-up share capital is freely distributable and vseable at the dis-
cretion of the Ordinary General Assembly in ways that may be deemed beneficial to the group. Distribution of the
balance of the reserve is limited to the amount required to enable the payment of a dividend of 5% of paid-up share
capital to be made in years when accumulated profits are not sufficient for the pavment of a dividend of that amount.

¢) The share premium account is not available for distribution,

dy 108 of the profit for the year before contribution o Kuwait Foundation for the Advancement of Sciences and

Directors’ fees has been transferred to voluntary reserve.

13- PROPOSED CASH DIVIDENDS AND ISSUE OF BONUS SHARES

The board of directors of the parent company have proposed cash dividends of 42% for the vear ended 31 December
2000 (1999: 40%) and an issue of bonus shares of 6% (1999: 6% of paid-up share capital. This proposal is subject to
the approval of the Ordinary General Assembly of the shareholders of the company and completion of legal formalities.

Proposed dividends are shown as a separate component of shareholders” funds.
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14 - BASIC EARNINGS PER SHARE

Busic earnings per share are based on the net profit for the year of KD 47,621 (1999: KD 44,432) and the weighted aver-
age number of ordinary shares outstanding during the year of 609,675 thousand (1999: 601,155 thousand) after adjust-
ing for treasury shares held by the group.

15 - CONTINGENCIES AND COMMITMENTS

i} Al the balance sheet date there were outstanding contingencies and commitments entered into in the ordinary course
of business in respect of the following:

2040 1999

- : KID (H's K (HW)'s
Acceptances and letters of credil 32.66E 25,385

b Guarantees 56,593 78 550
119,253 103.944

Commitments in respect of the uncallzed capital of investee companies - 26,659

The general provisions for non-cash credit facilities are included in other liabilities on the balance sheet.

16 - NET OPEN FOREIGN CURRENCY POSITION

2004 1999
KD 000°s Ky Os
. : equivalent equivalent

NET ASSETS (LIABILITIES) IN MAJOR FOREIGN CURRENCIES:
U.S. Dollars 40,680 TR405
Sterling Pounds (54300 (6, 398)
Jupanese Yen g870 193
Buros 1,020 L, 114
- Others 1,492 | B52
38.632 75,106

17 - RELATED PARTY TRANSACTIONS

- Certain related parties (directors and officers of the group, their families and companies of which they are principal own-
| ers) were depositors and credit custoners of the parent company, in the ordinary course of business. Transactions with
the directors are approved by the Ordinary General Assembly of the shareholders of the parent company. The year end
halances of related parties included in the balance sheet are comsidered insignificant,
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I8 - CONCENTRATION OF ASSETS AND LIABILITIES

Primary segment information

For management purposes the parent company is organised into three major business segments. The principal activities

and services under these segments are as follows:

Treasury:

[nvestment;

Retuil and corporate banking:

Cash and balances with banks
and financial institutions
Short-term international murabaha
Receivables

Lensed assets

Ciovernment debt bonds
Investmenis

Property and equipment

(ther assets

e 1o banks and financial institutions

Depositors’ aecounts

Oher linbilities

Deferred revenue

Minority interes]

Share capital

Proposed issue of bonus shares
Proposed cash dividends
Reserves

Liguidity management, international murabaha investments, exchange of deposits
with banks and financial institutions and international banking relationships.

Managing direct investments, investments in subsidiaries and associated companies

and investment in Government debt bonds;

Providing a range of banking services and investement products to corporate and

individual customers, providing commercial and real estate murabaha finance and

local leasing and istisna’a facilities,

Retail and

corporale Oiher
Treasury Investment banking groups
KD 0o's KD O's KD 0s KD M's

133,205
157,330
140,345 Bh,344 LU R 14,000
62,571 17,493
19.087
03,453
4hH 224 |1, REY 14 K67
- 1, DKMy 19623 4. 6495
(7.615) :
{101} (52.886) (1.316,565) (177.513)
(48} {2307 [36,371) (35.201)
(5.962) - (159.545)
{15,255)
61,543
(3681

(25,764)
- (126,442)
617,712 3661 (553,662) (412.711)

Total
KX (101's

133,205
157,33
LOTO519
0064
19,087
303,455
27448
34414
(7.615)
(1,547 .065)
(71, ()}
(165,507)
[16.255)
(a1,343)
(3,681)
(25,764)
(126.442)

Revenue

31,791 24,777 85,421 4004

145,989

Profit from operation before distribution to depositors 23,752 21.474 67,899 L9

114,924
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18 - CONCENTRATION OF ASSETS AND LIABILITIES (continued)

Secondary segment information

The group operates in different geographical areas as designated below:

Contingencies ind

Liahilities minority commitments under
imterest anl letters of credit
Assels shareholders funds and guaraniees
20MH) 19499 200H) 1% 2000 1999

KD Ow's KD OW's KDOWs KD MO's KD s KD 0's
GEOGRAPHICAL AREAS

——— e —— e —

B . Kuwait and the rest of Middle East 1,601,447 1,501,884 2,022,974 1.765.580 83,477 72,760
- Morth America 128,400 H5.417 | el 1.373 1,192 1039

\ . Western Europe 278,512 | 65,859 1,519 | B35 5,963 5197
- Dither 17,253 | 56449 36 21 28,621 24,948

2025612 1768809 2025612 1,768,809 119253 103944

Local International
2004 1999 200 1994
KI» (s KD} Diy's KID (MM)'s KT (HMy
Revenue 112,557 113,522 33432 30,532
Profit from operations before distribution z
Io depositors #5960 B8, 720 25 LA 16,153
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19 - MATURITIES OF ASSI

The maturity profile of assets, liabilities, deferred revenue, minority interest and shareholders’ funds at 31

2000 15 as follows:

LTS, LIABILITIES, DEFERRED REVENUE, MINORITY INTEREST AND
SHAREHOLDERS' FUNDS

December

Within Jtoob 6to 12 After 2

J months months months One year Total

KDY ors KD OW's KD s KD s KD (W0's
ASSETS
Cash and balances with banks
and linancial institutions 133,295 133,295
Short-term international murabaha 357,330 - - 357.330
Receivables |90, 1RT 191,925 170,634 ) LR 1070519
Leased assets 6,493 H,469 6051 59,051 20,064
Ciovernment debit bonds 1.193 1,193 2,386 14,315 159,087
Investments 89,950 213,504 303,455
Property and equipment - 27,448 27,448
Other pssels 25,123 - 6,543 2,748 34414
31 December T13.621 201,587 275,504 B34.8400 2,025,612
LIABILITIES. DEFERRED REVENUE, MINORITY INTEREST AND SHAREHOLDERS' FUNDS
Die 1o banks and lnancial institulions Th15 - T.615
Depositors” accounts TE4,37] 269,579 161,394 331,721 1,547,065
Other liahilities 30,336 1,408 20,196 71,940
Deterred revenue 27,512 15,746 25,682 96,557 165 507
Minority inferest 16,255 16,255
Shargholders’ funds - 217,230 217,230
31 December 869 844 286,733 207,272 661,763 2,025,612
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19 - MATURITIES OF ASSETS, LIABILITIES, DEFERRED REVENUE, MINORITY INTEREST AND
SHAREHOLDERS' FUNDS (continued)

The maturity profile of assets, liabilities, minority interest and shareholders” funds at 31 December 1999 is as follows:

Within Jtob 6to 12 After 1999
3 months manths months  one vear Total
KD s KD 0I's KD 001's KD 0’ KD 0

ASSETS

Cash and balances with banks

and finangial institutions 117617 117,617
Short-term international murabaha 159,7110) . - 3 159,710
Receivables 205,409 180,861 142,658 480,665 1,009 593
Lénsed assets 4. 465 7,954 8,406 55975 75,600
Governmaent debt bonds 3792 3,792 7.586 45509 i), 6T
Investments - H2,342 198,728 281,070
Property and equipment - - . 22,262 22,262
Other assers 31,307 7,870 3101 42,278
3 December 522300 191,607 248,862 BG,04 1,768,809
LIABILITIES, DEFERRED REVENUE, MINORITY INTEREST AND SHAREHOLDERS® FUNDS

[ue to banks and financial institutions 5,689 . . 5,689
Depositors’ accounts 642,623 233769 143,423 315,128 1,334,943
Oiher liabilities 42,786 2.698 19,940 65,424
Deferred revenue |5,983 15,9448 17,737 [, 500 156,218
Minority interest - 15013 15,013
Shareholders” funds - - 191,522 191,522
31 December TOT08] 252,465 181,100 628,163 1.768.80%

Maturities of assets (net of provisions), labilities, minority interest and shareholders’ funds have been determined on the
basis of the remaining period at the balance sheet date to the contractual maturity date.

20 - FINANCIAL INSTRUMENTS AND FAIR VALUES

In the ordinary course of business, the group uses primary financial instruments such us cash and balances with or due
to banks and other financial institutions, investments in securities and managed portfolios, receivables and payables, The
group does not make use of derivative financial instruments, Information about fair values of financial assets and liabil-
ities are disclosed in the related notes to the consolidated financial statements.

Fair values are determined on the basis of: market values for exchange traded assets; management’s estimate of value
determined on the basis of a multiple of expected luture earnings in respect ol unguoted equity investmenis; open mar-
ket valuations based upon the opinion of external valuers and the group’s dwn specialist resources in respect of trading
and investment properties: expected future cash flows in respect of receivables (net of provisions) and for other assets
and liabilites, management's estimate of the amount at which these assets could be exchanged for cash on the basis of

an-arms length transaction or a liability settled o the satistaction of creditors.

et e et — L VL. _
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21 - RISK MANAGEMENT

In accordance with Central Bank of Kuwait's guidelines and taking into account the nature of activities of the group, the
parent compuny has a comprehensive system for the measurement and management of risks,

The main risks to which the group’s assets and liabilives are exposed and the principal methods of nsk management are

a5 follows;

Credit risk:
All policies relating to credit including the determination of approval limits are approved by the Board of Directors,

The group manages credit risk on both an individual counterparty and portfolio or product line basis wgether with geo-
graphical and business diversification to avoid undue concentration of risk. Credit limits or individual transactions result-
ing in credit risk are approved in accordance with appropriately defined procedures for the assessment of creditworthi-
ness, collateral requirements and approval limits by the group’s management und executive credit committees, Security
is obtained when considered appropriate and is considered by management in the determination of provisions, The
group’s credit granting process including the subsequent monitoring. timely identification of defaults and determination
of provisions are subject to periodic independent internal reviews.

Foreign exchange risk:

Foreign exchange risk is managed on the basis of linuts determined by the Board of Directors and a conlinuous assess-
ment of the group's open positions and current and expected exchange rate movements. The group does not engage in
foreign exchange trading and where necessary matches currency exposures inherent in certain assets with liahilities in
the same or a correlated currency.

Price risk:

Price risks comprising marketl and valuation risks are managed on the basis of pre-determined asset allocations across
various asset categories, a continuous appraisal of market conditions and trends and management’s estimate of long and
short term changes in fair value,

The group is not exposed to any risk in terms of the repricing of its liabilities since in accordance with Islamic Shareea’a

the group does not provide contractual rates of return (o its depositors.

22 - FIDUCIARY ASSETS

The agpregate value of assets held in a trust or fiduciary capacity by the parent company at 31 December 2000 amount-
ed to KD 318,482 thousand (1999: KD 242,585 thousand).

|
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