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1              INCORPORATION AND REGISTRATION 

 

The consolidated financial statements of National Bank of Kuwait S.A.K.P. (the “Bank”) and its subsidiaries (collectively 

the “Group”) for the year ended 31 December 2018 were authorised for issue in accordance with a resolution of the directors 

on 8 January 2019. The Annual General Assembly of the Shareholders has the power to amend these consolidated financial 

statements after issuance. The Bank is a public shareholding company incorporated in Kuwait in 1952 and is registered as a 

bank (commercial registration number - 8490) with the Central Bank of Kuwait. The Bank’s registered office is at Abdullah 

Al Ahmed Street, P.O. Box 95, Safat 13001, Kuwait.  The principal activities of the Bank are described in Note 3. 

 

2              SIGNIFICANT ACCOUNTING POLICIES 

  

2.1        Basis of preparation 

The consolidated financial statements have been prepared in accordance with the regulations issued by the Central Bank of 

Kuwait (“CBK”) for financial services institutions in the State of Kuwait. These regulations require the expected credit loss 

(“ECL”) on credit facilities to be measured at the higher of the amount computed under IFRS 9 in accordance to the CBK 

guidelines or the provisions as required by CBK instructions; the consequent impact on related disclosures; and the adoption 

of all other requirements of International Financial Reporting Standards (IFRS) as issued by the International Accounting 

Standards Board (“IASB”). 
 

The consolidated financial statements are prepared under the historical cost convention except for the measurement at fair 

value of derivatives, investment securities measured at fair value and investment properties. In addition and as more fully 

described below, assets and liabilities that are hedged in fair value hedging relationships are carried at fair value to the extent 

of the risk being hedged. 
 

2.2        Changes in accounting policies 

The accounting policies applied are consistent with those used in the previous year except for the changes arising from 

the adoption of IFRS 9 ‘Financial Instruments’ effective from 1 January 2018.  
 

Adoption of IFRS 9 ‘Financial Instruments’ 
 

IFRS 9 ‘Financial Instruments’ sets out the requirements for recognising and measuring financial assets and financial 

liabilities, impairment of financial assets and hedge accounting. This standard replaces IAS 39 Financial Instruments: 

Recognition and Measurement. The Group has adopted IFRS 9 Financial Instruments effective from 1 January 2018 as 

described below.  
 

The Group has not restated comparative information for 2017 as permitted by the transitional provisions of the standard. 

Therefore the information presented for 2017 does not reflect the requirements of IFRS 9 and is not comparable to the 

information presented for 2018. Differences in the carrying amount of financial assets resulting from the adoption of 

IFRS 9 are recognised in retained earnings and reserves as at 1 January 2018 and are disclosed in Note 24. 
 

The key changes to the Group’s accounting policies resulting from the adoption of IFRS 9 are summarised below: 
 

Classification and measurement of financial assets and financial liabilities: 

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair value 

through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL). The classification of 

financial assets under IFRS 9 is based on the business model in which a financial asset is managed and its contractual 

cash flow characteristics. IFRS 9 eliminated the previous IAS 39 categories of held to maturity, loans and receivables and 

available for sale. Under IFRS 9, derivatives embedded in contracts where the host is a financial asset in the scope of the 

standard are never separated. Instead, the hybrid financial instrument as a whole is assessed for classification. The 

Group’s accounting policies for classification and measurement of financial assets under IFRS 9 is explained in Note 

2.15. 
 

The adoption of IFRS 9 did not have a significant effect on the Group’s accounting policies for financial liabilities. 
 

Impairment of credit facilities and other financial assets: 

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an expected credit loss (ECL) model. The new impairment 

model adopted by the Group applies to credit facilities (loans, advances and islamic financing to customers, letters of 

credit, letters of guarantee, commitments to extend credit facilities), debt investments measured at amortised cost or 

FVOCI and balances and deposits with banks measured at amortised cost but not to investments in equity investments. 

The Group is also required to calculate provision for credit losses on credit facilities in accordance with instructions 

issued by the CBK in respect of the classification of credit facilities and calculation of provisions. Impairment of credit 

facilities shall be recognised at the higher of ECL under IFRS 9 according to the CBK guidelines, and the provisions 

required by the CBK instructions. The Group’s accounting policies for impairment of financial assets is explained in 

Note 2.9 
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12           LOANS, ADVANCES AND ISLAMIC FINANCING TO CUSTOMERS (continued) 

 

Provisions for credit losses on cash facilities are as follows: 

 

 Specific 
 

General  Total 
              

 2018 2017 2018 2017 2018 2017 

 KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s 

       

Balance at beginning of  the year 109,626 101,386    505,887 566,868  615,513 668,254 

Provided during the year     163,352 89,809      3,079 84,821 166,431 174,630 

Transfer     124,000 145,800 (124,000) (145,800) -     -     

Amounts written off net of 

 exchange movements (276,238) (227,369) 2 (2) (276,236) (227,371) 
 ─────── ─────── ─────── ─────── ─────── ─────── 

Balance at end of the year 120,740 109,626   384,968 505,887 505,708 615,513 
 ═══════ ═══════ ═══════ ═══════ ═══════ ═══════ 

 

Further analysis of specific provision based on class of financial asset is given below:   

 

 Corporate 
 

Retail  Total 
                  

 

 2018 2017 2018 2017 2018 2017 

 KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s 

       

Balance at beginning of  the year 43,488 44,248 66,138 57,138 109,626 101,386 

Provided during the year  138,888 69,495 24,464 20,314 163,352 89,809 

Transfer  124,000 145,800 -     -     124,000 145,800 

Amounts written off net of 

 exchange movements (255,501) (216,055) (20,737) (11,314) (276,238) (227,369) 
 ─────── ─────── ─────── ─────── ─────── ─────── 

Balance at end of the year 50,875 43,488 69,865 66,138 120,740 109,626 
 ═══════ ═══════ ═══════ ═══════ ═══════ ═══════ 

 

Analysis of total provision charge for credit losses is given below: 
 

 Specific 
 

General  Total 
                  

 

 2018 2017 2018 2017 2018 2017 

 KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s 

       

Cash facilities 163,352 89,809 3,079 84,821 166,431 174,630 

Non cash facilities 1,616 20 1,271 301 2,887 321 
 ─────── ─────── ─────── ─────── ─────── ─────── 

Provision charge for credit losses 164,968 89,829 4,350 85,122 169,318 174,951 
 ═══════ ═══════ ═══════ ═══════ ═══════ ═══════ 

 

The available provision on non-cash facilities of KD 32,478 thousand (2017: KD 29,591 thousand) is included under 

other liabilities (Note 19). 

 

Non-performing loans, advances and Islamic financing to customers and related provisions are as follows: 
 

 2018 2017 

 KD 000’s KD 000’s 

   

Loans, advances and Islamic financing to customers 221,694 214,092 

Provisions 112,024 104,476 

 

The fair value of collateral that the Group holds relating to loans, advances and Islamic financing to customers 

individually determined to be non-performing at 31 December 2018 amounts to KD 72,063 thousand (2017: KD 85,643  

thousand). The collateral consists of cash, securities, bank guarantees and properties.  
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30             RISK MANAGEMENT (continued)  

 

30.1      CREDIT RISK (continued) 

 

30.1.5      AGEING ANALYSIS OF PAST DUE OR IMPAIRED LOANS, ADVANCES AND ISLAMIC  

       FINANCING TO CUSTOMERS 
 

 Corporate  Retail  Total 
 

 

Past due 

and not 

impaired 

Past due 

and 

impaired 

Past due 

and not 

impaired 

Past due 

and 

impaired 

Past due 

and not 

impaired 

Past due 

and 

impaired 

 KD 000's KD 000's KD 000's KD 000's KD 000's KD 000's 

2018       

       

Up to 30 days 41,808 3,954 43,101 33 84,909 3,987 

31 - 60 days 7,367 15 18,725 10          26,092 25 

61 - 90 days             4,445 86 3,688 15 8,133 101 

91-180 days - 24,061 - 25,638 - 49,699 

More than 180 days     - 89,574 -        78,308 - 167,882 
 ────────── ────────── ────────── ────────── ────────── ────────── 

 53,620 117,690 65,514 104,004 119,134 221,694 
 ══════════ ══════════ ══════════ ══════════ ══════════ ══════════ 

2017       

       

Up to 30 days 30,092 1,678 41,061 - 71,153 1,678 

31 - 60 days 6,551 158 18,252 - 24,803 158 

61 - 90 days 7,018 - 2,772 - 9,790 - 

91-180 days - 42,882 - 23,794 - 66,676 

More than 180 days     - 73,915 - 71,665 - 145,580 
 ────────── ────────── ────────── ────────── ────────── ────────── 

 43,661 118,633 62,085 95,459 105,746 214,092 
 ══════════ ══════════ ══════════ ══════════ ══════════ ══════════ 

 

Of the aggregate amount of gross past due or impaired loans, advances and Islamic financing to customers, the fair 

value of collateral that the Group held as at 31 December 2018 was KD 115,196 thousand (2017: KD 91,283 

thousand).  
















