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4 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
L' 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 shouldering 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 entirely
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.
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His HIGHNESS THE ANVEE

SHEIKH JABER AL AHMAD AL JABER AL SABAH

0



HIS HIGHNESS THE CRCWN PRINCE AND PRIME MINISTER
SHEIKH SAAD AL ABDULLAH AL SALEM AL SABAH q
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THEIR EMINENCES
Members of the Al-Fatwa and Sharee’a
Supervisory Board

q
Sheikh Ahmad Bazie Al-Yaseen
Chairman
Sheikh Dr. Bader Al-Mutawally A. Al-Basit q

Sheikh Dr. Khaled Mathkour Al-Mathkour
Sheikh Dr. Ajeel Jasem Al-Nashmi
Sheikh Dr. Mohammad Fawzi Faidullah
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GENERAL MANAGEMENT

DEPUTY GENERAL MANAGER & ASSISTANT GENERAL MANAGERS
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T e Niamie f/. e

Praise be o Allah, and Peace be upon the Prophet Mohammad, his kirnsfolk,
companions ard followers tll the Day of Resurrection.

It gives me greal pleasure to welcome you o the seventeenth meeting of the general
assermbiy, and 1o present to vour excellencies Kuwall Finance House Seventeentn
Annual Repart for [ 995, including the most important acnievements during the past
year, tne general buogel, revenue and expenses statement, crofit distribution and
the cash fiaw statement.

Honarahle Gentleman,

As an introduction, | present a summery of tne internationar and regional changes
before rackling the various activities of KF H, due o tne strorg carrelation between
lern

The Economies of the Developed Countries:

1he rates of growrh variaoly slackerned in the maior industrial countries, reaching
2i%% after-rag :..-rcllrh:, anncrease of 2 1% in 1994, This is atiributed to the slowaawn

e amodrted o 2 5%

ingrowth in U.S A, Germany and Japan wnere growth ra!
2.6% and G 5% respeclively.
As regards the group of European Commnity states, which s considered the largest

o Z.B% 1N 1994 1o 2.9%

CONCMIC group o the world, the rate of growih rose
'\"IL-"-'}"'|I'-|:::: I.I";_”|'| CFE o il—.n}_.- [ :'?!'-ll':l!l'"( A -ri ; 3T AT -.I a ':-1.: ':._:I'""'.-":l.' I, 1!| 1 [-_|| /" '(":.-'.:- WS
recorded after reacning 2,9% in 1994, The Germar economy is st sufferirg from

urempoyrment which is rising pesistently since 1930 frem 4. 2% reacaing 9. 1% in

295 In France, economic performeance imoroved recording a 2.9% growth rate
ampared with 2.7% In the preceding year, Unemoloyment condrued to soar
.-';'.?|i_| wng 11, 7% i 1995 the hignest among all industnal couritries

Cr the other hana, tne growsh rate in UK drocped from 3.7% in 1994 to 2. 7%
1995, coupled wiln a simiiar decrease in unemployment rare lrom 9 3% o 8.3%. llaly
WALNESSEC & arowth rate of 3% ':r*l[tunr.arl with-2:.2% In 1954, The IL;|I|-'*' | OO0y
suifers from higher inflation rates 5.4% compared with the other indusirial countries,
couplec wiln an accelerating rate of unemoloyment of 11.2%.

a




Curing 1995 the world econormy witnessed many financial and trade crises: the
Mexican crisis, the trade war between U.S.A. and both Japan and China, followed by
the collapse of Barings Bank, the heawy losses of Daiwa Bank, and the bankruptcy
and failure of numerous giant institutions. The situation led the international
institutions such as the IMF to try ta resolve and deal with these crises

! The Economies of the Developing Countries:

@ The tendency in the developing countries is towards shift to the market econcmy and
the implementation of the IMF reform programmes to boost their competetive ability
and encourage export promation. Growth rates reached 6% and 6.2% in 1995 and
1994 respectively.

The ASEAN countries continued to score the highest growth rates in the world in
spite of the drop from 8.7% in 1994 to 7% in 1995, China recorded the highest levels
of 11.5% and 11.4% in 1994 and 1995 respectively. This is mainly due to the
economic policies adopted by China to shift from the planned econamy to the
market economy. It is expected that the neighbouring newly industrialized
economies (e.g. Hong Kang, Malaysia, and South Korea) will benefit very much from
the resurgence of the Chinese economy.

Likewise, a number of newly industrialized econormies recorded higher rates of
growth in 1995, of which Malaysia 8.5%, Taiwan 6.3% and Indonesia 7.5% Stand out




As for Latin American countries, their growth rates dropped from 6.6% in 1994 to
about 5.1% in 1995,

The Economies of the Gulf States:

The global derand for ail increased during 1995, thus boosting up crude oil price to
about USS 17 per barrel. This had a direct and notably positive effect on the revenues
of the oll exporting GUIf states through helping in reforming the financial imbalances
suffered by maost of them.

he G.C.C. states condnued their policy of privatization in an atternpt to abate the q
financial burdens. Likewise, there are efforts in some of these cauntries to reconsider

tne employment policies in order to restrict creating new jobs in the public secrar as a

tool to curtail the growing burden of wages and salaries which comprise the ma)or

itern of public expenditure in most of these countries,

The Kuwaiti Economy:

The Kuwaiti economy withessed a new stage characterized By slowing down growth
rates in almost all the major economic sectors which were far below the rates
recorded since fiberation. It is estimated that G.D.P. at current prices has recorded
numole growth rate | 1% during 1994, Nevertheless, estimates reveal that a growth
rate of 2-3% is expected in 1995 as a result of tne increase in world demand for and
prices of oil compared with the preceding year.

intense efforts continued to cure the budget deficit by maximizing oil and non-oll
revenues wnich resulted in an increase of 10.3% in net earnings in 95/1996 budget q
compared with 94/ 1995,
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Eforrs were also exerted to Lpgrace the efficiency of the government units and e
implement the privatization programme which successiully contributed in wicening
investment cpportunities and the activation of the monesy markel. The notable rse in
the meney marcet indicators during 1995 has consolidated the opportunities of
capitai resettlerment

As regards the monetary policy, the Central Bank of Kuwait emphasized tne
imporance of securing manetary stabiiity through statilizing the Kuwaiti Dirar
excnange rate as well as improving the revenues of the banks anc the secunty of the
banking system through the reinforcement of the control units. The Central Bank nas
also abolished the minimurm limits of the interest rates on both deposits and saving
accounts, 2s well as liberalizing the fees charged Dy the banks for their senices,
leaving these prices to be determined by the market forces. Moreover, it raised tne
discount and rediscount raes from 7% to 7.25% i1 April 1995

In the field of banks amaigamation, there are continuead efforts by scme banks to
implement tne policy of merger, Kuwait Investment Authority has agreed on the
incorparation of Kuwait Investment Company and the Kuwait! Trading, Cantracting
and Fareign Investment Compary,

The government has succeeded in 1995 (n bringing to an end the issue of the
difficult gebts after the consent of the National Assermbly and the issuance of
Resalution Na. 80/95,

In the process of activating trade ana commerce, Resolution No. 26/95 was issued
concerning the organization of free zones, according to which these zones were
exempted from taxes and custom dutles. The Council of Ministers approved
Resolution no. 81/95 concerning Kuwaits membership in the World Trace
Orgenizaton

Kuwait Finance House:

K.F.H. carried on its steady arowth which was clearly reflected in its achievernants
and the assimilation of every new idea in monetary and investment thought, 1o cope
with the new developments in this lield on the one nand and the needs of ¢ lients on
the other, botn iocally and internationally. With this concept in mind, K.F H. worced
to surpass the traditignal services rendered by the financial (nstituticns (o the wide
horizons of modern banking and invesiment services within the real implementaricn
of K.F.H. Slogen "Protection and Tranguility.”



The financial staterments reveal that current and investment accounis grew by 4% r
nd assets by %, Tris was positively refiected in net profits which increased by K.D d

8 Milliens L.e. an increase of 43% besides an increase in sharholders’ equity of 3 1%

compared with | 954

In the field of new financial and banking innovatians, & F.H. introduced the Visa Gald
Card i addition o the Visa Classic Cards, [Esirves [O intraduce new sendces i this

respect to meet the nesds of its clients

K.F.H. opened a new branch in Akklahra, On the ather hand, the ATMs of th

hranches were modernized, and two additional ATVs were added In the

Cammercial dectar in Farwanivah and Snuwakh Exhibition

Cur investments are diversihed, and are distributed amana rmajor activities, mainiy
domestic and international direct imvestrment as well 25 commercial 2nd real estate

ImseEstrment
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The commersial activities witnessed a remarkable expansicn, tne Hawall regional

Branch for Murababha managemer: was inaugurated aiter renews| (S rende” senace

concening commercial deais and construction equipments

The First Murabaha Festival for constructon eguipment and works was alsc
organised wiln the partcipation of 46 local companies. 'n the field of real estaie,

many oroiects were accomplisnad for both pubic and privare sectors

K.F H, was chasen o arrange rhe lsiamic part of inancng for ine Equate
Petrocriemical Complex, & LSS2 Bilier glant project 2eing erecled N sUWSil Wit

maior partnership by Union Carbide Corp, USA

on tne Arab and slamic counines leve!, KE.A paid its share in the capital of slami

liara Campany whicn s (¢ be founded in associztion with the lslemic Developrrent

Sank with a ceaital of U.S. S 28 milion. Some commercial deas with dilferent penco

“ermis for various companies were financed in Sauc! Arabiar markets tolaiing LSS 60
million, In the felo of direct investment, KF.H. participated in developing relators

with tne lslamic Development Bank in internatoral oraiects and joirt ventures in the
commercial geals. and irvestment funds, where K.F H. parmicicaed in the Invesrmeni
atas - ang |

_apital

Investment in International Markets:

K.Z.H sirives io achieve intermations! diversification and exocansion (1 its invesimer
To accomplish this goal, a high rankirg de'egation visited the Phillipines, Vietnars,
=qd Malaysia for furtner investment oppouniies, Dunng ine visit, the ljara Comparny
i1 Maiaysia, whicn s & joint venture with & Malaysian institltion with a LSS 7.8 million

bl

caoital was iraugurated, KF.H. holds 70% of the shares and the compary's aclivies



are confined to lslamic leasing and financing for bath individuals and insttutions i
the east region.

K.F.H. alse founded a holding company in Maiaysia to be a spearnead for KF H. to
penetrate into S.E. Asian rarkets presently witnessing very nigh growth rates,

K.FH. is in the process of completing the foundation of procedures of an lslamic
vank in Indonesia with the participation of one of the major Indonesian institutions.
Lixewsise, many Murabaha deals were signed with major international companies
with the aim of diversifying investments

As regards real estate portfolios, Ganah Real Estate Portfolio was put forwarded,

comprising three residential projects in South Eastern L.S.A, with a total value of $50

mitlior, This location was selected due to the favourabie prices in this region, A

reveniue of 6.5% was distributed for the nolders of the partfalio shares ‘

Within its efforts In spreading Islamic econemic thought and discussing recent
economic deveiopments, K.F.H. neld its 4tn Juristic Workshop during 31/10-2/1 1/95.
The workshop ratified tne establishment of Isiamic cooperative insurance campanies,
and developments banks in cooperation with parties which are ab'e to enter medium
anc long term investments. The workshop also recommended the plantificaton of
Mucharana operations according to the legitimate principies for their important role
in developing the ecoromy and helping the experienced and skiled persoris who
ack finance.

K.F.H. participated in many local conferences and exhibitions such as Kuwaiti Naoney
Exhibition and Workshop on Arab Money Markets held in Lenanon, and the | M. ¢
meetngs In Washington.

Honoraoie Gentlermern,

Tne financial statements for the year ended 31 st Dec. 1995 show [he following

The Balance Sheet:

The total assets by the end of the year amounted to X.0. 1395 milion, recording an
increase of K.C. 115 million over 1994

Cn the lizilities side, tal current and investment accounts amounted to KD, |1 24
million, an increase of K.O. 42.4 millon, an increase of 4%; whereas equity totalled
K. 89.5 million recording an increase of K.O. 21,2 milon, an increase of 31% over
1994,

Revenues:

Total revenues amounted to K.O. 106.2 milion recording an increase of K., 23.7
milion an increase of 29%. After deducting expenses and provisions profit before
dostnbution is K.0. 75,7 million, an increase of K.O. 22.8 milion compared with
1994,

va
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75,744

Dishursements.

Frofits were alstriouted o the depostons for the year erded 37st Dec 99!

ccording to the fallowdra percentaces.
1995 1994

irvestrnent Saving ACCounts 4667 450
Lmited Imvestrment Deposits 5222 {5, 00

Continuous Investment Liepasit £.G00 575

Lastly, we tnanks Aliah for his grace ang for the success dranted to us oy Ris Alrmicbty
We pray humbly 1o Allah to crown Our elforts Oy SLCCess for tne fulfilliment of K.F H
coals for the benefit of our DElow o country ard both the Arad and 'slamic warl ,
Inder the ieadersnip oF B's Highness the Amir shelkb Jabir A-abrmad Allabir Al-Saban,
and the Crown Prince and Prime Miniscer Snein Sa'ad AlApdullan Alain Al-saban
Thanks are also due o all concerned cificia’ 2autnoriies anc our gensraus Cieris Wi
spare no efort in supperdng tnis lslamic edirce

Due thanks are also extencead [ Ihelr eminences the erudite membes of the Falwa
znd Legiimate 5l pervision Body for thelr notable eflofts, asking Allen to reyward them
miost favourably

[nanks are also exrended to M Waleed Abdu! Rabman ARRowian, SepLiy General
Marager, the Assis@ant General WManagers, their deputies and !l employees (1 1S
ioreerirg Islamic nsiution

May Allabh grant LS SUCCess ar i quice us to the berefit ol islam and rusiims and the
WwWiorlc 2t large

Bader Abdul Muhsen Al-Mukhaizeem

Chairman




_ Report of Al-Fatwa and Sharee'a
Supervisory Authority Board

By Following up the performance of Kuwait Finance House

During 1995 , We certify that all activities were practiced in

compliance with Islamic Shareea'a and no violations have

occured , to the best of our knowledge . "

4

Shelkh Ahmad Bazie Al-Yaseen
Chdisman

snelgr D Bager Al-Mutawally A, Al-Basit Snein D Khalea Al-Mazkowr
—— e ﬂ
RS R i et ——
S =——
Sherkh D Monammad Fawe, Faidullah sheikh D Aleel J. Al-Nashm
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AUDITORS' REPORT TO THE SHAREHOLDERS

WWe nave audited te financial statements of Kuwait Finance House K 5.C. set out on pages 25
t5 4], Trese financial statersents are the responsibility of the company’s management, Our
responsitiity is to express 2n opinion on these financial starerments based on our audi.

We ronducted our audt in accordance win Internatonal Standards on Auditing. Tnose
Stancards recuire thar we plan and perform the audit to obrain reasonable assurence about
whetrer the financiel saements are free of material misstatement, An audit Includes
examining, on a test basis, evidence supporting the amourts ang cisclosures in ine financial
catements A audit also includes assessing the accounting principies used and significant
estimates made by management, as well as evaluzong the overall finzncial statement
presercation. We believe inat our audit provices 4 reasonable Sasis for aur opinion

In cur opinion, the fnancial saements present fairly, in 2l material respects, the finendiay
position of tne Compeny as on 31 Decemaer | 995, and the resulis of its cperaticns and its
cash Aows for the year then ended n accordance with International Accounting Standaras

Furmermore, 'n our cpirion proper books of account nave been kept by the company anc
‘e frenca stacerents, together with the contents of the report of the board af directors
relating to snese finandial saterments, are in accordance therewin. We further repart tnat we
ontzines all te information and explanations that we required for the purpose of our 20udi
and that the firancia! statemenits incorparate all information that s reguired oy the Commercia
Corrpanies Law of | 960, as amended, and by the Compartys aricles of asscciation, tmat an
inventorny was duly carried our and tnat, to e best of our krowledge and belief, no violaticns
of the law nor of the arcles of assogation have occurred during the year ended 31 Decemper
1965 that mignt nave had a materiz| effect on the business of e Lompany cr 07 15 inancia|
position.

\We furtner report tnat, curing the course of our audit, we haye not DECome aware of any
matena violations of the provisions of the Law No. 32 of 1968, as amended, concemning
currency, tne Certral Bark of Kuwait and the organisaton of banking pusiness, and its related
requiations during the year ended 31 December [ 995

WALEED A. AL-OSAIMI SALAH F, AL-MARZOOK
LICENCE No. 68 A LICENCE Mo, 15 A
OF ERNST & YOUNG OF DELOITTE & TOUCHE

15 January 1996
Kuwait



Kuwait Finance House K.S.C.

BALANCE SHEET
31 December 1995

Mote

ASSETS
Cash and baiarnces with Darks and other

financial insttutiors 3
Recehabiey 4
Leased assets 5
Government debr ponads &
iMvesiments /
Property anc equipment &
Orher assets
Total Assets
LIABILITIES AND SHAREHOLDERS FUNDS
LiABILITIES
e to hanks and other inancial imEnrarsms
Cepositars’ accaunts 2
Other latilines [}
Frocosed casn dividencs |
TOTAL LIABILITIES
SHAREHOLERS'S FLINDS
ShatE capita | &
Proposed issue of bonus shares I
[esenaes 2

TOTAL SHAREHOLDERS" FUNDS
TOTAL LIABILITIES AND SHAREHOLDERS® FUNDS

BADER ABDULMUHSEN AL-MUKHAIZEEM
FoRAIRMAN AND MANAGING CIRECTOR)

WALEED ABDUL RAHMAN AL-RUWIAH
(DEPLTY GENERAL MANAGER)

The attached nates 1 0 17 form part of these financial stetements

1995 1994
KD 000's KD 000's
71,220 94,083
729.602 550,940
19,606 20,516
345868 439,562
189.564 100,890
17,470 16,796
21,956 16,623
1,395,286 1,279,810
30,645 16,374
1,023,713 1,081,338
142,472 10787
8,998 5,942
1,305,828 1,211,525
44,991 42,444
2,699 2,547
41,768 23,294
89,458 68,285
1,395,286 1,279,810

25
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Kuwait Finance House K.5.C.

STATEMENTS OF INCOME AND APPROPRIATIONS
Year Ended 31 December 1995

1995 1994
Mote KD 000's KD 000's
STATEMENT OF INCOME

OPERATING INCOME

Murabaha, lstisna‘a and leasing 70,682 50,763
Subvention of government debt bonads 22,082 23315
|nvestment income 7,230 4,148
Fees and commissions Z2.646 2,224
Net gain from dealing in fareign Currencies 772 841
Miscellaneous 2,747 1,157
106,159 82,448
@ OPERATING EXPENSES

General and administration 15637 16,267
Depreciation 2,597 2513
Provisions 11,78] | 0,334
30,415 29,514

PROFIT BEFORE DISTRIBUTION 75,744 2,934

TO DEPOSITORS
Distribution to depositors 9 44,316 -

PROFIT FOR THE YEAR 31,428 52,934
—_—————————1 —

STATEMENT OF APPROPRIATIONS

Transfer to reserves 12 18,887 7.233
Distribution 1o depositars g - 36,600
Contribution to Kuwait Foundation for the
0 Advancerment of Sciences 784 552
Directors’ fees &0 60
Proposed cash dividends of 20% (1994 - 14%| 11 8,998 5,942
Proposed issue of bonus shares of 6% (1994 - 6%) | 2,699 2.547
31,428 52,934
———— —_—
|'|| . The attached notes | to | 7 form part of these financial statements.
I.
|
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Kuwait Finance House K.5.C.

STATEMENT OF CASH FLOWS
Year Ended 31 December 1995

OPERATING ACTIVITIES

Prafic for tne year
Adjustrments for
Depreciation

Operating profit before changes in operating assets and liabilities

[lncrease; decrease (n gperating assets:
Increase) In receivanies

[Decrease [increase) in leased assets

Increase) in otner assets

Increase in aperating liapilities:

Increase in due o banks and otner financial insttutions
Imcrease in Ceposiiors’ accounis

Increase in other liabilities

Net cash from [used in) operating activities

INVESTING ACTIVITIES:

Redempriion of government debt bonds
INvestments

Furchase of property and equipment

Proceeds from sale of craperty and equipment

MNet cash from (used in| investing activities

FINANCING ACTIMITIES:

Chistrbution o depositorns

Payment of Zakat

Conricuion @ Kawdt Foundation for the Advancement of Soences
Clirectors' fees

Cash dividends paid

MNet cash used in financing activities

NET DECREASE IN CASH AND BALANCES WITH
BANKS AND OTHER FINANCIAL INSTITUTIONS

Cash and palances with banks and athey
financial institutions at | January

CASH AND CASH BALANCES WITH BANKS AND OTHER

FINANCIAL INSTITUTIONS AT 31 DECEMBER

The attached notes | te 17 farm part of these financial staterments,

1995 1994
KD 000's KD 000's
31,428 52,934
L5997 2,913
34,425 55,847
I138,662) [142,435)
R G (5, 745}
(5,333 19,230
14,271 5. 91
78575 79,081
34,369 15,872
O B % i BT )
93,694 4],268
189 372} {37.650]
(3,021 {1,996}
48 EET
1,347 (101)
136,600 [£6,623]
(41 3| (749}
(294 (427
160] (50
15,942 (1,929
(43,567 {£9,278)
(22,863 (31,098)
54,083 145,181

11220

74,083
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Kuwait Finance House K.S.C.

NOTES TO THE FINANCIAL STATEMENTS
31 December 1995

1. ACTIVITIES

Kuwait Finance House XS.C is a public shareholding company incorporated in
Kuwailt and is engagefﬂ principally in providing banking services, the purchase and
sale of properties, leasing, including project construction for its own account as well
as for third parties and other trading activities, without practising usury. Sales may lake
various forms including cash, credit and murabaha sales [purchasing of raw materiais,
goods or equipment and selling them at an agreed negotiated profit marainy

All activities are conducted in accordance with lslamic Sharee'a.

2. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in conformity with International
Accouning Standards. The significant accounting policies adopted are as follows.

aj Accounting convention
The financial statements are prepared under tne historical cost convention

b} Receivables

Recelvables are stated in the balance sheet net of spedific and general provisions on
the basis of a continuous appraisal of tne receivables, having regard to the company’s
past experience, current economic conditions and other revelant factors Specific
provisions are made to reduce all impaired receivables to their expected realisable
value whereas general provisions are made to provide for losses known from
experience to exist but not yet specifically identifiec.

c) Leased assets

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

d) Government debt bonds
Government debt bonds are stated at cost.



Kuwait Finance House K.S.C.

STATEMENTS OF INCOME AND APPROPRIATIONS

Year Ended 31 December 1995

MNote
STATEMENT OF INCOME

OPERATING INCOME

Murabaha, Istisna’a and leasing
Subvention of government debt bonds
investment income

Fees and commissions

Net gain from dealing in foreign currencies
Miscellaneous

OPERATING EXPENSES
General and administration
Depreciation

Provisions

PROFIT BEFORE DISTRIBUTION
TO DEPOSITORS
Distribution to depositors e

PROFIT FOR THE YEAR

STATEMENT OF APPROPRIATIONS

Transfer to reserves | Z

Distribution to depaositors &

Contribution to Kuwait Foundation for the
Advancement of Sciences

Directors’ fees

Propased cash dividends of 20% (1994 - 14%) I

Proposed issue of bonus shares of 6% (1994 - 6% I

The attached notes 1 to 17 farm part of these financial statements,

1995 19594
KD 000's KD 000's
70,682 50,763
22,082 £3,315
Fvd 4,148
2,646 ;224
i 841
L AR 1:157
106,159 82,448
15,637 i 6,267
2297 2,713
1,781 10,334
30,415 29,514
T 0% 52,934

44,316 -

31,428 D8, 73%
| 8,887 ri233
-~ 36,600
784 552
60 60
8,998 5,942
2,599 2,547
dl:428 52,934
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Kuwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS {Continued)
31 December 1995

f) Depreciation
i} Property and equipment

The cost of property and equipment, other than freehold land, are depreciated
by equal annual instalments over their estmated usefui lives or the perod of
lease, whichever is shorter. Expected future cash flows are not discounted o
their present values in determining the recoverable amount of items of property
and eguipment,

ii| Rental buildings

Rental buildings on freehold and leasehold are depreciated Dy equal annueal
instalments over the shorter of tneir estimated useful lives or the lease period.

g) Employees’ terminal benefits

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

h) Revenue recognition

i} incorne from Murabaha and Istisna'a 15 recognised on a time proportion basis,

ii) Income from leased assets is recognised on 4 pattern reflecting a constant
periodic return on the netinvestment outstanding.

iii) Subvention on governement debt bonds and income from rental bulldings are
recognized an an accruals basis.

iv) Dividend income is recognised when the right to receive payment is
established.

v} Fee and commission income is recognised wnen earned.
Foreign currencies

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

j) Fiduciary assets

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



Kuwait Finance House K.S.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1995

3. CASH AND BALANCES WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

1995 1994
KD 000's KO 000's
Cash 3,791 13,786
Balances with the Central Bank of Kuwait 32,893 63,364
Balances with banks and other financial institutions 24.5356 15,933

71,220 94,083

4. RECENABLES

Receivables comprise Murabaha, lstisna’a and Qard Hasan and are stated net of
specific and general provisions.

The movement of the provisions during tne year are as follows:

1995 1994
KD 000's KD 000's
Provisions at 1 January &7 14 61,003
Provided during the year 7,546 B./3%
Provisions at 31 December 79,288 69,742

_ =

5. LEASED ASSETS

This item represents the net investment in assets feased for periods which either
approximate or cover a major part of the estimated useful lives of such assets. Tre
lease agreements provide a purchase option to lessees at a price equal to the
estimated residual value of the gross investment outstanding at the time when such
option is exercised. The net investment comprises the following:

1995 1994
KD 000's KD 000's
Gross investment 21,396 224,557
Unearned revenue (1,790} (1,641)

19,606 20,916

_

The unguaranteed residual value of the leased assets at 31 December 1995
damounted to KD 3,773 thousand [1994: KD 4,041 thousand),

31
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Kuwait Finance House K.5.C.
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6. GOVERNMENT DEBT BONDS

1995 1994
KD 000's KD 000's
Bonds maturing witnin 10 years 345,439 436,458
Bonds maturing within 20 years 429 3,104
345,868 439,562
—

The Central Bank of Kuwait, (on benalf of the Government of Kuwait), purchased
laral real estate portfolio and resident Kuwaiti customers’ debs and resident debts of
other Gulf Co-operation Council nationals existing at 31 December 1991, iIn
accordance with Decree No. 32 of 1992, concerning Lne realment of the finanda!
and banking sector, Law No. 41 of 1993, concerning of purchase of certain debts by
the Government, as amended by Law No. 80 of 1995, the Councal of Ministers
Resolution No. 865, and chapter five, concemning reguiations pertaining to ne
management of local real estale portfolio purchased from Kuwait Finance Holise
KS.C. of the Council of Minsters Resolution No. 1096 of 1993 relating o ne
Executive reguiations of Law No. 41 of 1993,

Tne purcnase vaide of tne (ocal real estate portfolio and gebts was determined In
accordance with the above regulations and were settled by tne issue of bonds dated
31 December 1991.

Under the terms of the above regulations, the company is committed Lo re-purchase
the local real estate portfolio from the Government within a period not to exceed 10
years as of 31 December 1991, at the lower of the market price prevailing at the time
of the re-purcnase of the local real estate portfoilo and tne purchase price thereal at
the date of issue of the bonds. The company is also committed to manage the ioca
real estate portfolio without rermuneration

Under the terms of the above regulations, the amount of the bends relating 1O
recident Kuwaili customers’ debts and resident deols of other Gulf Co-operalion
Council nationals mature over a maximum period of twenty years from the date o
the fssue of the oonds, and will be adjusted in respect of differences arising, If any.
once the balances of the related debts have been agreed with the CUSIOIMmers
concerned. The company therefore nas a contingent liability in this respect

The subvention on the bonds was 5.8% per annurm for the year ended 31 December
1995 (1954 5% per annum for the first half of the year and 4 B75% per annum “or
the second nalf of the year), and is payable semi-annually in arears.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

31 December 1995

7. INVESTMENTS

al Investment properties.
- Rental:
Cost
Accumuiated depreciation

- Trading
- Other

O} Investrment in securities and managed partfolios

c| Investment in affiliates:
- Unconsolidated subsidiary companies, at cost
- Associated companies

1995 1994

KD 000's KD 000's
32,925 32,925
[6,808) (6,110}
26,117 26,815
«B2,194 11741
52,381 41,672
160,692 80,228
22,892 16,640
3,484 1661
2,496 Z.36]
189,564 100,890
_ —_————

Included in investrments in rental properties above s an investment in A-Muthana
Complex in Kuwait. The building is constructed on a land leased from the
Government. Tne ownership of the building, as well as any profit or loss resulting
from the investment are attributed only to the snarehalders of the company

At 31 December 1995, the market value of trading properties amounted to KD
82,194 thousand [1994: KD 11,741 thousand)] and cther properties amounted ta KD

53.64% thousand (1994 43,907 thousand).

The unconsolidated subsidiary companies of Kuwait Finance House KS.C. dealt with

In these financial staterments are as foliows,




Kuwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued

31 December 1995

Interest in
equity

%
AHnma'a Real Estate 100
Company K.S.C. [Closed)
International Turnkey 100
Systerns Company K.5.C.
(Closed|
Malaysian KFH P.L.L. | 00
KFH ljara House P.L.L. 70

Country of Principal activities
registration

Kinwait Management and
maintenance of Real
Estate

Kt Distribution of computer

saftware and hardware

Malaysia Investments
Malaysia Leasing, finance and
Murabaha

The associated companies of Kuwait Finance House KS.C. dealt with in these

financial staterments are as follows:

Interest in
equity
Bh

Human Resources 50
Investment and Consulting
Company K5.C. (Closed)

Kunvait Privatisation Project 30
Company K.S.C (Closed)|

Kuwait Turkish Evkar 50
Finance Hause

8. PROPERTY AND EQUIPMENT

Country of Principal activities
registration

Kinwail Training
Kuwwait Consultancy
Turkey Banking Services

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

folows.
Freehold buildings 20 years
Leasehold premises 20 years or period of lease, whichever is shorter

Furpiture, equipment and vehicles 3 years
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Cost,

AL | January 1995
Adaitions
Lisposals

At 31December 1995

Llepreciation;

AL January 1995
Provided during the year
Cisposals

At 31 December 1995

MNet book value at 31
December 1995

oSt

ALl January 1994
Additions
Dispasais

At 31 December 1994

Depreciation:

AL T January 1994
Provided for the year
Dhsposals

At 31 December 1994

MNet book value at 31
December 1994

Freenold Furniture
fand and Leasehold equipment
buildings premises and vehicles Total
KD 000's KD 000's KD 000's KD 000's
EH - 2405 11,131 3,1
/68 = 2. £53 3,021
- - (344 (344]
18,285 2,469 13,040 23:774
4,862 721 8,738 | 4,321
645 | 24 1,530 2,299 c
= - [296] (256
5,507 845 9. 972 16,324
% 4 1.624 3,068 17,470
Freehald Furniture
fand and Leasehald equipment
buildings premises and vehicles Total
KD 000 KD 000's KD 000's KD GO0's
o 2,150 F.947 27,608
& b 1,671 1,596
- - [(487) (487
17,517 2,469 I, 131 F1:1717 !:
4219 H58 7,485 i 2,302
643 123 1,463 2,229
= = (210] (210
4,862 Firg 8,738 14,321
12,655 1,748 2,593 16,796
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9, DEPOSITORS” ACCOUNTS
a) The depositors’ accounts comprise the following:

i| Nen-investment deposits which take the form of current accaunts. These

deposits are nat entitlied to any profits nor do tney bear any risk of loss, as the
company quarantees to pay the related balances on demand. Accardingly,
these deposits are considered Card Hasan from depositors to the compary, an
the grounds of Islamic Shareea’a,

Investment deposits are depaosits for an unlimited period whicn are valid for one
year and are automatically renewable for the same period unless the depaositors
concerned give written notice to the contrary three months before the due
date, or deposits for a limited period which are valid for one year and are
renewable only by specific instructions from the depasitors concerned, or
investment savings accounts which are valid for unlimited period

In all cases the investment depaosits receive proportion of the profit as the board
of directors determines, or bears share of ioss based on tne results of the
financial year.

The company generally invests approximately 90% of investment depaosits for an
unlimited period, 80% of investment depasits for a limited period and 60% of
investment savings accounts, respectively.

The company guarantees to pay tne remaining uninvested portion of these
investment deposits. Accordingly, this portion is considered Qard Hasan from
depositors to the comparny, on the grounds of Islamic Shareea'a

Investing such Qard Hasan is made at the discretion of the board of directors, the
results of which are attributable to the company.

b) The Extracrdinary General Assembly of the shareholders of Kuwait Finance

House K.S.c. held on 15 March 1995 approved certain amendments to the
company's articles of association. As a result, the share of profit attributable o
depositors has been included in the statement of income for the determination
of the profit for the year attributable to the shareholders. in 1994, the share of
profit attributable to depasitors was treated as an appropriation of profit in the
staternent of appropriations.

¢} On the basis of the results for the year ended 31 December 1995, the board of

directars determined the depositors’ share of profit at the foliowing rates.

1995 1994

% Per annum % Per annum
Investrment deposits for an unlimited period /.000 6.750
Investrment deposits for a limited period 6222 6.000
Investment savings accounts 4.667 4.500
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NOTES TO THE FINANCIAL STATEMENTS (Continued]
31 December 1995

10. OTHER LIABILITIES

1995 1994
KD 000's KD 000's
Unearmed revenue 95,124 70,355
Other 47,978 37516
143,102 107,871

11 PROPOSED CASH DIVIDENDS AND ISSUE OF BONUS SHARES

Ar 31 December 1995, the board of directors proposed cash dividends of 20%
(1994 14%| and issue of bonus shares of 6% [1994: &%| of paid up share capital -
(Note 12}, Tnis propasal is subject to the approval of the Annual General Assemoly of
the shareholders of the company and completion of legal formalities. (

1 2. SHAREHOLDERS' FUNDS

Reseryes
Yroooses j Ttz
ssue of ] Share-
Snare fionws Share nolcers

capital  shares  Statutery  premum Volumey  funds
KC000s KDO0Ds  KDOOO's  KCOCDs KD OCOs KD 0005

(Noteay  (Mote | 1] (Newe bl [Newec]  |Noted)
Ar | Jaruary 1994 a5 389 120 5,641 3,468 58,754
Movements auring 1994
lssue of bonus shares 3.85%  |3.859 - - = -
Zakar - - - - (249) 1249
Transfer from staternent
of eppropriations - 2547 5293 - 1940 9780 (

At 31 December 1994 42,444 2547 12494 5641 5159 68,285

Movements during 1595,

lssue of porus shares ouaT (2547 - - - -
Lakat = - < 3 (13 413
Trarsfer from staterment

of approprations = 2639 15,744 - 3,143 21585

At 31 December 1995 44,991 2,1’.% 28238 564 7,889 89458

e I
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
3| December 1995

al The Extraordinary General Assermbiy of the s harehioiders of the company neld an
15 March 1995 approved tne increase of paid-up share capital by ssuance of
25 470 thousand bonus shares of 100 fils each. The finance of INe |55Ue ¢ of Donus
<hares was made out of profits for the year enced 31 December [994.
Accordingry. tne authorised, Issued and fully paid-up share capital at 3!
December 1995 comprise 449,910 thousand snares (1994 424,440 thous: 1ricl
shares) of 100 fils eacn

b Tne Extraordinary General Assembiy of the sharenolders of the company I eld on
18 March 1996 approved cerain amendments o the company's articles o
association. As a result, an amount of KO 15744 thousand eguivalent 1o
approximately 50% of the profit for the year has been transferred 1o satutory
reserve

Only that part of the reserve in excess of - 0% of paid-up share capital s freely
distributable and useable at the descretion of the Annual General Assemoly In tne
ways that may be deemed beneficial to the company and its sharenolders
Distribution of the balance of the resenve s limited o e mount required ro
enable the payment of a dividend of 5% of paid-up share capital to be made In
years wren accumulated profits are Not sufficient for the payment of a dividend of
tnat amaount

¢| The share premium account is not availzole for distnoution

d) 10% of the profit for the year has been transferred to valuntary reserve

| 3 CONTINGENCIES AND COMMITMENTS

A the balance sheet date there were outstanding contingencies ana Commitments,
entered into in the ordinary course of business, in respect of the foliowing

1995 1994
KD 000's KD 000's

Acceptances and letters of creait 37.938 23,447
Guarantees 64,948 59.031
102,886 88,478




“uwait Finance House K.5.C.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
31 December 1995

14, NET OPEN FOREIGN CURRENCY POSITION

1995 1994
KD 000's KD 000's
equivalent equpalent
Net assets (labiities) in major foreign currencies:
LS, Dallars 29.655 26,209
Sterling Pounds (5,098 [3.415)
Japanese Yen 2227 265
German Marks 1,228 1,220
QOthers 14 514
28,125 25,493

15. RELATED PARTY TRANSACTIONS

Certain related parties (directors and officers of the company, their families and
companies of which they are principal owners| were depositors and credit customers
of tne company, in the ordinary course of pusiness. Transactions with the directors
are approved by the Annual General Assermoly of the sharenolders of the company.
The year end balances of reiated parties included in the balance sheet are considered

Insignificant.

3(
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

31 December 1995

16, MATURITIES OF ASSETS, LIABILITIES AND SHAREHOLDERS' FUNDS

Tne maturity profile of assets, liabilities and shareholders’ funds at 31 December | 995

are as follows:

Assets

Cash and balances witn banks and
other financial institutions
Receivables

Leased assers

Government debt bonds
IMvestments

Property and equipment

Other assets

31 December 1995
31 December 1994

Liabilities and sharehplders’ funds_

Due to banks and other financial
insttutions

Depositars’ accounts

Other liabilites and proposed cash
dividends

Share capital and reserves

31 December 1995
31 December 1994

Within Alter
Total one year one year
KD 000's KD 000's KD 000's
71,220 #1220 ~
729,607 it d 255,028
19,606 11,680 1.926
345,868 60,000 285,868
[ 89,564 82,194 107,370
17,470 - 1 2.470
21,956 21,956 -
1,395,286 721,644 673,662
1,279,810 556,802 723,008
30,645 30,645 -
|, 123713 349,089 774,624
151,470 91.875 59,595
89,458 - 89,458
1,395,286 471,609 923,677
1,279,810 739,268 540,542

Maturities of assets (net of provisions|, liabilities and sharehoiders’ funds have been
determined on the basis of the remaining period at the’ Balance sneet date to tne

contractual maturity date.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
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17 CONCENTRATION OF ASSETS, LIABILITIES AND SHAREHOLDERS' FUNDS AND
THE CONTINGENCIES AND COMMITMENTS UNDER LETTERS OF CREDIT AND

GUARANTEES

The company cperates in different geographical areas and different industry sectors

as designated below:

Contingencies
and commitments
Jnder letters

Lizbiliies and of credit and
Assets sharehaiders’ funds guarantees
1995 1994 1995 1994 1995 1994
KDOODO's  KDOOO's KDOOO's  KDOOOs — KDODO's KD OOO's
Geographical areas:
- Kuwait and 1,223,350 1138208 1.39478" 1278297 71,939 67,145
Middle East
- Morth America 14,107 42,747 li7 | 137 2,763 4,110
- Western Europe 139,209 84,830 248 284 16,848 6,438
- Cther 18618 13,565 |45 52 I7,336 785
1,395,286 1,279,810 1,395286 1279810 102886 88,478
Ingustry sector:
- Trading ang 409,666 335947 163,203 144,180 51,852 41,071
manufacruring
- garks and financial 619.685 739144 ELS) | 9,090 4, 780 4,337
Insticutions
- Construction and 355,151 196,140 49,332 21,244 7640 7,007
reel esiate
- Indiviauals a5y - 906,668  B29 408 - -
- COther 10,352 B579 241,665 245,888 38,614 36,063
1,395,286 1,279.810 1,395,286 1,279,810 102,886 £8,478

e
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