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Chairman’s Statement

Fraise be to Almighty Allah, the lord of the wniverse, and peace and blessings be vpon the leader of

the messengers, Proghet Mohammed, and on all his sclon and companiens and these whe follow him

until the Doy of Judgement.

| am pleased to welcome you to the 19th meating of the General Assembly and to present to wou the 19th arnuel repect

af Kuwait Finance Heuse (K5 and its subsidiary for 1997 which covers the mast signilicant achievements made during

the vear, the balance sheet, the statements of income and appropriations, in addition to the auditers” repart

First af all, | would fke to summarise fe majar interna-

Hena! and IE"E{J[I(]' evenls I.'.E'l‘{'!rﬁ 'E'v'iE-WInEE Krl":‘

achisvemenits, given the close correlation between them,

Tha performance of the world economy during
1597 was characterised by a steady eceeleration of

arowth following the slwdown that hit the worlds

economy n 1995 World economy continued to
graw at a satistactory level, with initial estimates
puthing it at 4.2% 5||L.]|'|1‘|}- Hm:Hed.ng the 4.1% af
998, This growth expanded o inchde a wider
geographical area and mare countries, although this
satistactory  growth level conceals an underlving
trend of slowing growth in South Eost Asig as a resull

of the fingncial crisis plaguing the Asian markets






PN A N ¥ R S A

which starked in the second half of 1997 thus
leading to the downward revision of torecasts af
world econemic growth and recovery trom 4.2%
ta 3.3% Eeonomic growth steadied in majer
industrialised countries and other Western European
nations. and the United States where it rose o 3.7%,
Canada 3.7% Britain 3.3%, Germany 2.3%. France
2.2% ard Jopon 2.2%. long ferm interest rotes
dropoed  substantially in many countries. while
inflation remained subdued in general, &t the same
time, world trade grew faster than in 1996 by rising
ta A in 1997 and towards the year-erd an

agresment was reached to -::IDnglJ|C:I‘E' trade in

linencial services.

¥aveloping Economies

As a group, ecenomies of develeping counfries grenw
by 6.5% n 1997 against &% n W94 A stronger
ecanamic grawth in Alrica, latin Ametica and the

Middle East cffset the maderate slowdawn in some

parts of Asia, & the some time, the rote of inflation in

the countries of this group dropped fo 7%

Fallowing Hong Kongs smoath and problem-res
reversion to Chnese rule. the economies af the
countries 0 Scuth Eost Asio hove been passing
threugh an acute financial erisis since the middle of
the wear, with the fall aut af ‘I[:I“I":[._:] value af the
CUrrencies UI: L(JlJrﬂllEh ||k.|.'." SL'.'lllih K".‘Jl’e{]_. T“-Gllﬁnd.
Malaysia and Indonesa. & the same bme, Indices of

brancial markets in these countries collapsed amid

fears and concerns over the inobility ol these

Protit Growth gk

[Amaunts in DO0's KD)

Tt Bl &k
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countries fo repay their debts, This promoted nhema

hHonal organisatons ko step in and exercise influence an
these countries to make them accelerote the imgamen
tafion of the required economic reterms needed o
CHEPC QI Il'l-:-:' Crisas '!.'r'!:i ri‘..‘\.l-::ll.L:' l.:l.'.'"lll:]i-?l'll..q' 17 ”If—."
ecoromies ol these countries and avoid the crisis ripp

ing through the markets of industrialisad rolions
'(:II-:?".:-.']'\IF\. |-::| meww incustrializes economies in .'II.HEI':.-.I ans
naw less buoyant than belore, gespite the measures
foken by these countries to contain the effects of the
spurt of achivites and of high deticis i ther current

accaunts, ond the weaknesses in their inoncial systems

TI"ID +-:_'EFI'I'|I'}' ::_.ﬁl.'_'l'\.' =il Ul'lil:_'lrl -!TDLI"n‘ITII’_‘:T. l'_]l'ld E-._l"'.l FIITDFJ!'!

alsa pasted pastive -;_;mwlh levels dur img 139G the first

time since the fall of the central planning system. ana
”'II'}':f' hll'*.l_:]l:'l'ﬂ Il':l I'I:*l_-]F:I 'i'-:"' '.I.III‘-. l."ll- I'I:]:'_'.Ill':i"ll rl':-{{:l”'l"'- Laly.s

|Il!_']| = RT= |I"E!.'JI Il!.l'le s ||'|!.:]b If I!l'i..lf.{L :.I'."‘L'J a ;l'.'."-"a' WEIQME O (5 o5

The favourable economic conditions which were
sustmined throughout 19597 reflected on the arowth
frends in Gulf countries, with  initlal  estimates
indicating a rise in the Gross Domestic Product of the

GGCC countries from 2.1% in 1995 to 3.8% in 1997

Oin the other hand, econamic activities in the Middle
East and Atrica gained momentum, with 5.4% growth,
which was higher than expected. This is paortly due o
the economic retorms infroduced in recent years. It s
alse partly due to the continuing improvement n
crude ail prices, with plans fo increase production

guotas during 1998,

1,185

[Amounts in Millions KD)
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This is due to contirved rise in crude ol prices and
higher preduction levels, and to the good results made
in e number of Gult countries within the framewark of
economic reform policies and programmes, apart
from the elforts mode to diversify their praduction
base and reduce depengence on the cil sector. On
the other hond with rationalised spending ang
privatsation palicies in full swing in @ bid to reduce
the financial burden on the state and the intraduction
af measures to reform the labour markets there was o
combined pesitive effect in improving the economic

situation in a number of Gulf countries,

MUTH A MM A QoMY

Kuwaits Economy

Kuwaits economy continued ta grow in 1997 thanks
to the corrective meosures foken aond  the
implementation of the 1996-2000 development plan
which aimed of correcting hnancial imbalances,
reducing the governments economic role and

giving the private secter mare say, As a result, the

EUWaARIT FINANCE HSUSE K

5

C

government wos oble, and far the fisst tima sinee
the early 1380%, fo post a swrpls of KD 502 millien
Inits 19941997 budget, with actual spending falling
by around 76% fraom budgeted allocations, while
actual revenues in the 1998/19G7 final accaunts
sing by 26.44% The Kuwait government alse
divasred its stake in seven camparnies bringing KD
290 million to the treasury in 1397 and the total
number of privatised companies to 24 since the

intensive  implementation of  the  privatisation

pragramme in mid - 1994 until September 1997 to
the value af KD 788 milizn

n ancther related development, tha year 1997
witnessed the commissoning of Equate Patrachemicals
Company, wih paricipation by the private sector
in Kuwait, There s o proposed plan to develap the
ol sector in order to increase autput from the
current level of 2.5 million barrels per day to 3 millan

barrels per doy

AMND SUBSIDIARY




Luwait also continved to devalop ite Banking industry,
n this Framewark, steps were laken ho ascertain
custamers  credir worthiness based  on  accurate
tinancicl staterments, 5ht—.=:1r‘|| ne creat calices of barks
and imvestmenst companies ond increose the copital
adequacy ratics of local banks. & systern of measuring
ard manoging their risks woe ntoduced and the

discount rate was increased e /5%

On 23 March 1997 KFH celskratea s twentieth

QNNIErsary,; It wias l'-}ik]:?:!—:"'%!d et an ;“.'I’Ilrl

category af the ten oiggest successtul companies af
the GCC level during 1999 This efation coine dad
with KFH moving towaras globalisonon aotter covering
the lccal market with disinguished services ard

unigue products,

KFH continued fo expand its role in the Kuwail bancing
sector, Two new branches were opened, nomely &
Maseem (&l lahral and & Showaikh, bringing the toka
MIAMessr i"‘i+ Ih hrf]ni'l’ﬁf\- h:'.' :)(,'.: |r'| @ fEsw lrend o sal |..|F.'
small branches which accommedate the neecs of

differant areas in Kuwait, KFH cbtaired the Central

Cecree premulgated in 1977 with g cagimal of KD
10 millign 125% of which was paid-ugl. This tigure
was increased repeatedly and it is new in excess
of KD 50 millizn,

5.-|-I';I:.L T'S Incﬁ'prlﬂ" Kl'l‘l |-||:_JF| Irlf:l"l'ﬂlrlﬁd |1h- FJI{:""F.'".—‘:'PTIQ
rale in lslamic Barking, The Gulb Enterprises Awards

Forum awarded KFH the “excelence award’ in the

138.433

tAmounts in 000 KDY

s A0l

A 2ES

55 T4






Banks I]ppr-{:wljl to opan ancther three branches in Al

Rawdah, Al Rhak and Al Sulelbkat.

As a part af KFHs cantinued role in providing
distinguished services to its customers, it expanded
it re|11|-|:|-:|n|rinq SErVICEs I.'J‘:.-' r!fr:'.-duf.l."‘.g frie
“ewcalient sarvice” far important persans [IPs) and
installing the new "Swilt’ network, leaging e o
more timely ond efficient service in finencial
expansion  af

transfers. A programme  of

auvtamated teller machine [ATM) services s under

woy ond  odditional ATAMe ar Al Fuheiheal,

a) N F

Al Beagoh and Al Salmwyan branches  wil

ke installed.

In o bid to take part in the develapment of the lacal
sconemy by particpating in long-term projects, KFH
participoted with & group of lecal and internahenal
banks ta manage and finance Equate Petrochemical

praject, KFH was commissionad to finance the $200

millizn lslamic portion of the project, representing
17% of its tohal value, The fatal valie of $1.2 billian
s financed by mare than 15 local and fareign banks,

KFH underwr-a’re c]nd 'n:;n{_:gec'] '|1|~= |:1|u|‘1'|'t. purhﬂ"u.

1597 alse sow expansian in KFH subsidiaries, The

coptal of &4 Enmo Real Estate Compony wos
ircreasad frem KD cne million to KO 30 million,
while expanding its scope of activities to include the
sale and acauisition of real estate and securities of
other companies irvalved in activiies similar o

those of the Company, AF the same fime, 4 Mudeer

)
o o ———
RESErves rowl

[Amaounts in 000 KD

¥ Bao




Al it CL?I‘TIF'ICJII‘I" started oparafions In aarly
997 i+ is cne ol the companies KFH had
sat up in 1996, KFH has alie sel up the Gull
Internaticnal Company |Autaclus] which salls used
cars atter carrying sub necessary repairs and
renovabion wark, .-"hﬂ;‘:ph:n [aray des warrantees on

these cars,

In an ottemgl to estoblish a l._]ll'.'.ll..lrIdWL.::k fer the
secondary market tor the lslamic capital market,
KFE fook part in the setting up of the |~ternationsl

ligra and |~westment Comgony which haos an

international status, with o i‘.-'.'.'p:|131| of $50 milion,

ard iF js expected fo come on stream somebme

in K998,

ds part of KFH's strategy which is bosed on fopping
new investment opportunities for customers and
expanding in the pramising markets aorood, o

Rnl== (.‘-l' irvestment pl'_ﬁf'l:Oli'I:'i- were  launched,

TOFRINAMNEE HOA S £, 23

:||L.|||d-r|g tha Haalth Care Portfalis n the United
Kirgdam with more than 42 millon Pound Sterling.
At the samea hme, Dana Real Estate [=ta Halla In tha
Urited States continued to perform in an axcellent
WY tar the third Year ina row. 0 addtion, F.FH took
cart in the |Fa'-'«:."v".| ||c1|t1 Fund as a T founder and
sole agent to market ks units inside Kiwait,
fanaged by AMNE bank, the Fara is the first ljara to

obtain the highest rane of returs expectad from il

-ﬁ.l'..l.':'_ In I'l"ll.'-'l' |III'JI'Il.’-:"~'-"'.I'k Z!l 'l"l(-? ctrenuous E‘.'”!ZI'!. o

develop and enhance the human skills of KFH=

glalf,  tha new u:‘)r5_;u|1:~::|‘it:-".u| shructire  wos
opproved. KFH hald 117 training woerkshops in
which 1135 male and female stalt members
took port. The rumber of training daye lofalles
2,231, and at the same time KFH tock part in a
number  of local and  international  seminars
ona  coenterances, inclding the lsamic Banks

Canference in Dcha, the Fth Training in the Arac

AMDE Sl ARY




Werld Conlerence in Caira and  the  lslami:

Bonking Ferum in Bahrain

:l'IE?' | Mancica 5iC ]‘l:-_,"rf'lli_:"ll 5 frmr 'l'llf‘: YEOAT BNCIC

The year 1997 witnessed major madernisation of 3 December 19597 show the tollowing results:

fhe computer and nfarmatan systems Jsed h'f

EFH, in line with our commitment to achieve

tre nighest level ot auvtomation af systers The

in-housa natwark waos vpgraded to make f he tolal assels by the end of the vear amourted
compatible with the most advanced ~etwork tz KD 1581 millen u:.nl:jlr';g an Increces of

@y stems 'n-'-."lF;d L I"I‘.": W 'l-'L 15 .|nr:|-. | WY e Kl_j |'1": I'I'll"li?l'n D ET ||'|l_'_'- WO .ql'-.}{)

mirogauce (F|'> l.-.ﬂl'lklrnll f.l'.l|'l"|"l-5:.'|!.ll.]| ::":'J

invastment services through the |nternet, |t wil

gwe KFH mare interoction copability with its Capital (o

K . DWTh
custamers and will F'-lr.w-r'Jt-- gredtes warldwide [Amaunts In 000 s KD
axpasure that in turn will help to implement (s

-.l.llrl_ZI"J. |'| l]I'II".I l'l."l'l‘.lil" exGansian S'TI:'II'-.-_"f_'E':f'
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On the liabilities side, total custormer accounts amounted to KO 1185 millon. The shoreholders aquity totalled
KD 128 millizn, on increase of KB 18 milion, which is o 16.4% increase aver 1996,

H".:"&"'.‘I'IU'."B

Tefal revenves amounted to KD 12220 million recording an increase of 0 13.54 million, an increqse of 12,5%,
After deducting expenses and provsions, the profit betere distribution s KD 8201 millen, an increase of KD 767
millior, which 2 an 24% increase over the yeor 1956,

rJI'.l.'.IIrI"iI rmeénts

Frotfits were consequently districuted to the depesitors far the yaar ended 31 Dacember 1997, at the fallowing ratas:

w7 =)

% %

Invesrmant Saving bocounts 4.750 4 667
Investrmant Daposits tor limited parica £.333 6,227
Investment Deposits for unlimited period £125 F000

At the end, we are grateful to Allah for his kindness and for the success granted o us by His Almighty. We pray Allah to
eulminate cur efferts with success to tufil the KFH goal for the beraft of cur beloved country and the Arab and lslamic
warld, under the leodershic and guidance of His Highness The Amir, Sheikh Jaber Al-Ahmad 4-Jober Al-Sabah and
the Crown Prince ard Frime Minster Shekh Soad Al-Abdulab Al-Salm A-Sabah Indebtedness is also due to all

concerred administrative autharities and aur nchle clients who spare ne effart in supporting this lslamic msttution,

Cue thanks are alse extendged to ther eminences, the learned members of the Fatwa and Sharee's Supervisary
Beard for their distinguished efforts, praying Allah fo reveard them mast ausciciously,

Aporeciation 5 alo exterded to the Deputy General Managers, the Assistant General Managers, their deputies
and all employees of this distinguished Islamic institution,

May Allah grant us suecess and guide us to the banetit of ldam and Muslims and the werld at lange.

P:--. ||'I.|:'.|' .J:lJ .-|Zl|_|| MI_,II‘T‘_.L'I"‘I )-"ul M |_rL. |1 s | ¥ Aalady g
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REPORT OF

AL-FATWA AND SHAREE'A

SUPERVISORY

8 I T N R A

AUTHORITY BOARD

By following up the performance of Kuwait Finance House during the year ended
31 Dec 1997 we certity that all activities were practiced in compliance with lslamic

Sharee a and no violations have occurred, to the best of our knowledge.

Sheikh Ahmad Bazie Al-Yaseen

Chairman

Sheikh Dr. Khaled Mathkour Al-Mathkour
Sheikh Dr. Mohammad Fawazi Faidullah

Sheikh Dr. Ajeel Jasem Al-Nashmi

KUWAI|IT FINANCE HOUWSE K.5. 2 AMND SUBSIDIARY
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Auditors Report

o the Sharehalders

We hove codted the conseidated financial statermenls
of Kuwalt Finance House KSC and its subsidiary set su
or poges 24 to 40, These consolaated financial
staternents are  the responsbilty of the parent
companys management, Cur responsbility is to express
an apirion on thess tonsslidated Fnarcal satemente

based on our audit

We conducted ocur audt i accordance  with
International Standards an Auditing, Thase Standards
racuire that we plan and perform the audt to cbtain
recsonatle assuronce about whether the consclidated
tinancial statements are free of materal misstaternent.
Ao audit includes examining, on a test basis, evidence
susparting the amounts and disclosures in the consal
dated financia' statements. An audt dlse inclides
assessing the accounting eeinciples used ard signibcant
esvmates made by management, as well as evaliating
the overdll Fnancal skatement presentation, We beleyve
that our audt provides a reasonable basis For

Cur opinion,

In cur soinion, the consclidored financial statements
present fairly, in ol moterial respects, the financia
posiion of the group as of 31 December 1997 and the
results of its operations and its cash flows for the year
then erdes in accordance  with  Internaticnal
Accounting Stardards,

Furthermore, in aur opinion proper books of cccount
have been kept by the group ond the consalidated

KUWAEIT FINAKEE HOUSSE K

‘inancial sfatements, sogether with the contents of the
report of the boord of direclors relating to these
carsolidated financial statements, are in cocordance
therewith, Wa further epert *hat we cbiained dll the
informanan and exponations that we reauired for the
purpose of cur audit and that the consolidated financial
statemnents incorparate all infermation that is required
oy the Commercial Companies law of 1960, as
amended, and by the groups articles of asseciation,
that an invertory was duly carried out and that, fa the
best of aur knowledoe and belef, ne vislakions of the
lewwe nor of the articles of assaclation have occurred
during the vear ended 3] December 1957 that might
have had a material eFect en the business of the group

or an its inancial pasihor.,

We turther repert that, during the course of sur audit
wa have nat became aware of any material vistations
af the provisens of low Mo, 32 of 1968 as amended,
concerning currency, the Central Bank of Keewat and
the erganisation of boanking business, and its related
regulations during the year ended 31 December 1957

17 lonuary 1998

Kot

WALEED A. AL-OSAIMI
LICENSE NO. 68 A
OF ERNST & YOUNG

SALAH F AL-MARZOOK
LICENSE NO. 15 A
OF DELOITTE & TOUCHE

MBS BUR S DATRY
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Consolidated Balance Sheet
31 December 1997

1997 1996

Mote KD 000 KD Q00s
ASSETS
Cash and balences with banks ard other financal instintions 3 o3 248 FPH
Rececbles 4 o2 2 BRD 375
Leosed assets 5 05368 22
Grevemment dabt bords & 75,394 224 588
Irrvestranits 7 22103 150,279
Fraperty and aoulpment &8 15,288 15,788
Oithar assets 3764 32,3564
TOTAL ASSETS 1,580.795 1425108
LIABILITIES SsINCREITY INTEREST AMLD SHAREHLLDERS FUNDS
LIABRILITIES
Cua le banks end ofner financial ingtituticns Q 17,510 10434
Clepastors accaunts &) 1184 717 1130012
CHher liokilities ; 1] dHEE 152 431
Fropased cask divicends [ 1617 93
TOTAL LIABILITIES 1437926 1,314,800
MINCRITY INTEREST 14,436
SHAREHOLDERS FUNDS
Shore copital 12 50,561 4760
Fropased izsue of banus sharas 1213 2033 288
Raseres 13 7 B 59757 |
[CTAL SHAREHOLDERS FUNDS 128.433 110,308 1

|

TOTAL LIABILITIES, MINORITY INTEREST AND SHAREHOLDERS' FUNDS 1,580,795 1425108 II
BADER ABDULMOHSEN AL MUKHAIZEEM ,

(CHAIRRAAN AN MANAGING DIRECTOR)

WALEED ABDULRAHMAN AL-RUWAIH
{DEPUTY GEMERAL MANAGER]

1] =il s e 2o il gl Ihase coticahaatea noncial sabemesn:

24




Consolidated Statements of Income and Appropriations

Year Ended 31 December 1997

STATEMENT OF INCOME

CPERATING INCOIME

Murabaha, lshera'a and leasing
Subvention of geverrment debt bands
Ipvestmert income

Fees and commisscns

Met gain from oeclirg in ferean currencies
Miscellcnaeous

OPERATIMNG EXPEMSES
Cenera and admirstration
Depraciation

Provisions

PROFIT BEFORE DISTRIBUTION TO DEPOSITORS
AN MINORITY INTEREST
Dhistriontion o depnslrors

PROFIT BEFORE MIMNORITY INTEREST
Mirarity intarast

MNET PROIFIT FOR THE YEAR

STATEMENT OF APPROPRIATIONS
Transter to reseres

Cantribution ta Kuwait Faundotion for the Advancement of Sciencas

Directors fees
Freposed cosh dividends of Z2% 11956 25%)
Proposed (ssue of bonus shares of 6% (1996 - &%)

Eomings per share (Mote 14}

The atckhed notes | o AL fsrmoart of e cevnanlicdaie] 54

KUWAIT FINANCE HOUSE & .5

12
12

crne=il storemerts

iy

&N D

1997
KD 000s

90,445
10,533
13031

1244
68

122,208

15,506
15723
33,093
BOI13
52166

el Rl

36,544

16144
1121

16,178
308

36.544

SUBSEIDIARY

1998
KD 000s

539
14,755
Q030

355
| G2
3.345

108,671
16,075
3,609

7547
7.9
8,440
4707

34364

34364

18,575
4

w2z
2,84

34,364




Consolidated Statement of Cash Flows
Year Ended 31 December 1997

DPERATING ACTIVITIES

Met profit for the pear
Acllustroant for
Mirarty | rerest
Depreciation

A M M U A

L K EF & R T

Mote

clp(\-rahn-!_] |_'|l'l'_'p!'|1 bstare i:hd_|r'u:_]-:'_. L1y} n[_u,'rlkhm_'] assets and |labilities

iInerecee ] decrecse in operating amsets

Inerease in receables

Increass in leased assets

Increcsel decreasa in trading properties
Increase in other assets

Irncrecss |decrease) in cperaling lobhes:

Incrense (Hecrease| in due to banks ond other firancial insttutions
|ncreass in depnsirnrs' aooounts

Increase in other babilites
Met cash usad In operating ackivitles
[NWVESTING ACTIVITIES

Redempicn of government debs bords
Purcnose of non trocng investments

Purchasa of proparly ard equipment

Proceads from sala of property and equipment
Nl:'-l eaash brorm Ivesting activities
FINAMCIMG ACTIVITIES

Payment of Zakat

Cantribution to Kuwalt Fourdation for the Advancement of Sciences
Directors fees
Cash divideras pad
Mhinority interest

Met cash from used in) financing octivities

MET [DECREASE] INCREASE IN CASH AND BALANCES
WITH BANKS AMD CTHER FINANCLAL IMNSTITUTIONS

Crosh and balancas with bomks and ather finenoal nsiutions at 1 Jonuary

CASH AMD BALANCES WITH BANKS AND CTHER

FINARNCIAL INSTITUTIONS AT 31 DECEMBER

il

ot of Hens

wracsddated brarciol shetemeants

I

g % 7

1997
KD 000

36544

a3
4100

41,018

(71,852
162 G06|
1572172
(4,800

7007
54,705
56,907

(36,729

48,194
R
11,355
&

3,941

11052
(41}
el
P23
14083

87

14,700

97,949

53248

1994
KD 000

34,304

36057
37973
11507 74|
(3,158
20863
H1C. 4101
(20,21
6,259
13,802

(69 .614)

121,280
(12,646
2,080
221

106,775

1590
[7B4)
l&0)
18.798]

(10,432)

26719

m.2z0

97,949
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Notes to the Consolidated Financial Statements
3] December 1997

| - ACTIVITIES

Fuwait Financa Hause K.5.C the porent company) is o public sharehalaing compary inconperated in Kuwait and is encaged
principolly in providing banking services, the purchase ard sale of properes, leasing, profect construchon for its cwn account, as
well as for fhird parties. and other trading activities wihaot practising usury.

Sales may toke vanous fonms incding cash, eredit and Murabaha sales lpurchasing of raw materials, goods equipment, real estate
ond selling tham at an agreed negohaked prafit manginl,

All activities, as approved by ke parent company's Fatwa and Shoreea Supervisary Board, are sanducted in ocesrdance with
lslamis Shareea,

2 - SIGNIFICANT ACCOUNTING POLICIES

These consslidated fnarcial statements hove beer prepared n corformity with International Aecceunting Standards, The sarificant
aecounting policies adopted are as follaws;

ay .-"-r'r.l:l'..'l'llill_p convention
The earsslidated financial statements are prepared under the hstaricel cast carventiar,
k) EIJ-EI.‘- of canzolidation
The canschdated financial statements incorporate the fnancial statements of Kuwait Finance House K.5C. the parent company
tor the yeur ended 31 Decemoer 1997 and of AlEnma'n Real Estete Company: o Kuwaiti closed sharabalding compary which
i eonfrolled by Kowot Finonce House KS.C for the peried ended 31 Octaber 1997 The percentage of the parent comparys
nterast in Al-Enmo o Real Estate Compony as of 31 Decamber 1997 = 54 975%
All significart intra-group balances, fransachen and resuling urrealisad profts are eliminated upen consslidation
t) Recelvables
Recelvables are stated in the balance sheet net of specifc ard general provisions an the basis of o confinuos appralsal af the
receivables, having regard to the groun’s past experience. current ecoromic candiions and other relevant foctors. Soecilic
previsions are mode fe reduce oll impoired recenvables fo ther espected reclisable volue whersas general provisiens are mode
to provide for losses known from experience to exist but ot el specttically identified,
al Leased aasets
lecsed assets ore stated ot amourits equal to the nat investmant sutstanding in the leases,
el Covernment dekt boncls
Grovernment debt bards are stoted at cost,
|"| |rw-=\1n1-_'-r|l".

|| Irvesadrmrvt propérties

Rental buildings are inferded fe be held for long-term purpeses and are carried af cost less depreciation.

. Trading properties ore intended fo be held for shertferm purpases and are carriad af fhe lower of cost ar market
ok, defermined on on oggregate pertolin basis.

KUWaIT FINANCE HOUSE K.5.C AND BUBSIDIARY
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Notes to the Consolidated Financial Statements

1 December 1997

SHEMIFICANT ACCOUNTING POUCIES (Continued)

. Cither sronsrhes are intendad o be held for longterm purpasss and are carred ot cost less provisian for declire
otber than temperary in vahe, determined on on ingvidual basis

1) Fnvestments In securithes and ITIl.1I'I-.'.'Igr’."|’J |;-c"ll'H'H|I"-"'-

rvessirants In securties and maraged partholios are heid o long-term purpeses and are carried o cost less provision
fer dezlive aller than femporary in vae, deter nag on an indydunl bosis

i) Greups investments in own shearen

The groups investment i own shares is heid for long-term purposes ard s carred at cest s provision for decline
cther than temoarary in wabe,

Iw) Investments in unconsalidated subsidlary companles and associoted componies
Ureonzslicaled suosidiary companies

The unconseidored sbedary comoonies are those comparies which are cwned more than 508 ard are fully
centreliad, by Kuvail Finance House K.5.C The consolidated finaneal statements do ret include the firancial statemerts
ot those subsdiary companies mainly because the amourts invclved are immaterial o the censolisated financic!
stitements faken as a whole, In oddien, certan subsidiaries hove not yet storted operations Accordingly, foe
irvestmerts 1 these unconsolidated suosidiery companies are cansistenty accounted for using the cost methed of
mcczunting for long-lerm nvestments

. Aasocioted companies

The assrciated companies are those cempanies in which Kuwalt Finonce House KCS.C. has o long-term investment
batesan 20% and 50% and svar which it exerts significant influence, includng participatan in the decision meking of
treic sperating ard financial policies. The irvestmants in these assotiated companies are consiskently. accounted for

ssng tha eest method of accourting for long-ferm Investments, since the amounts involved ore mmaterial fo the
corscldated Snoncial satements token as o whole,

Where, in the opnien of the mandgement at the group. there has been o decline other thar femperary in the walue of an
irwestment in a subsidicry o ar assaciated company, a provisior. s made for such decline in the yeor such defermination is made.
i‘:l F':'n:upr_'fly arl r'1||ri':-|1|r'|'t|
Froperty and equemert ore recarded at cost,
k| Depreciotion
il Property and egquipment
Freehold lard s not depreciated. Deorecicton is provides o all other itams of property and equoment ot rates
calculated ta write aff the cos of each asset aver its ewpected ussful life or the period of ease, whichever = tharter.

Senected fulura cash Faws are riot discounted to thair peesent walues n detarmining fre recovarable amount of ilems
of praperty ang equpmert,




Notes to the Consolidated Financial Statements
31 December 1997

2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

'II R!.'“I'.l.l lJIJILI‘I.IrHJL

Dapreciatian is pravided e all rental buildirgs on freebald and lecsehold lana ot rabes calculated 1o owrite off the coe
of sack amet over iz sspacted Lseful life or the period of lacse, whicheve: 15 shoser

il |'|I1|.|||r',1_-r-\. terminal benetits

Frovision is made for ameunts payoble under the Swaort Labour Low eppleable te emplovees’ aecumulated periads of ssrvce ot
the balance sheet dote, or o the oosis of employment sontracrs where sach contracts provide additional berefis

|:' F'_J?w;'nm_* rr-:-"_-.'__]nihn_'un
i Ircome from Muraoaha and lsfisna o is recognised os i+ is eaned, on a Hme apportonment oosis,

ill lneome fram leosed osets is recognised on o pattern reflectng a corsfanl peredie reure on the =al
irvEstment aurssandirg.

i Subsention on government debt bords ara income fram rerte! suildings are recognised when sared, on o Hme
apoarbonmant Do

vl Divicend income s recognised when the right 1o receive paymert is establ shed,

wl Fae ard commission incema s recagrsed when sarned ot the tme the elaed servicas are aravided,
kl Fnrr-u_,qn Elrrenclies
Trarsachions ir feregn curences are recerded ot the rafe ning o e dofe of the trenssshior. Menelary assets and liokilities
denominated in forsign currencies are retranslated at the rote of exchange ruling of the balance sheet date. & afererces oe
taken to the staremert al income:
i Fichugiory ossets
Assets held In trust or In o fduciory copocty are not freated os assels of the group end cecordingy are ot included i tiese

consolicated Hnoncial statements

3 - CASH AND BALAMCES WITH BANKS AND COTHER FINANCIAL INSTITUTIONS

1997 1994

kD OO0 KD 000s

Cash 16 735 14,533

Balances with the Central Bank of Kowair 5];-’3 52253

Balarcas with banks and other finencicl insthdions - curranl cocounts Aty dbs) 25 550

Balarces with banks and other *inancicl instlulions - exchange of daoosits 24 874 5,503
irete averleal)

93,248 Q7249

KUWaAIT FINANECEE HEGUSE K, 5.2, AND SUBS|DIARY
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Notes to the Consolidated Financial Statements
31 December 1997

3 - CASH AND BALAMCES WITH BANKS AND OTHER FINAMNCIAL INSTITUTIONS (Continued)

I accordance with lslamiz Shoree'a, no interest s recewable on omounts due from banks and cther
tinancial institutions,

The parent company exchanges deposits with high credit quality banks and financial institutions in lecal and tar-
mign currancies, with the legal right reserved fo set off such depesits exchanged in the event that @ bank or a
Finaneial institution becames insolvent on the maturity date, Inclided in the balance obove Is the net amount of
exchange cof deposits as at 31 December 1997

The fair values of cash and balances with banks ard sther financial institutions da ret ditfer trom the respactive
b-:}nk valuas

4 - RECEIVABLES

Recelvables comprise Murabaha, lstsna o and Glord Hasan ard are stated ret of specilic and general provisens.

The composition and residual maturity of receivables are os foliows:

Residual maturity
On 1 year Over Civer 1997 1996
demand ar less Tta 5 5t 10 Total Total
years years

KD 000 KD 000s KD 000% KD 000% KD 000's KD Q00
Trading end manufacturing ITh44 B7 288 45042 . 163 574 15309
Banks ard lirarcal institutons 3B.525 162,458 20,986 - 221,968 207395
Consgruction and real estate 2551 76,208 153 L4 57294 280 839 240233
Indivichucls 831 127358 198,203 : 361,072 354,277
Crbar 3,409 . 3409 B.042
Coross recaiviblas 117.580 453 512 A7 877 57294 1,046, 263 62 966
Lass Spadfic and general provsions (94 035) (82,5901

952,228 880,375

The mevement of the pravisiors during the year is as follows:

1997 1994

KD 000's KD 000
Provsans at 1 lanuary 82590 72,288
Caded to the Central Bank of Kuwait during the vear - [3.095|
Redced os approved by the Central Bark of Kot (1675 .
Baciassified during the vear - [784|
Frovided during the vear 13,121 Z18]
Provisions at 31 December 94,0'35 BZ,S‘FU

e (o]
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Notes to the Consolidated Financial Statements
31 December 1997

4 - RECEIVABLES (Continued}

The group seeks to manage fis bnarcing nsk exposures threugh diversificaton of such linancing octwities wo avid undue
cancertrations of risk with irdividuals or groups of customers in specific locations o businesses. I+ a'ss obtains sacurity, whan
appropriare, which is pericdeally reviewsd and is considered by the management of the group when provscns are defermined,
Tha receivables are mainly concentrated in Kuwait and AMiddie East.

Cerloin provisions mode at 31 Dacember 199 wers purchased by the Central Bark of Kuwait, In accordance with the requlaions
specitied in Note & to the consclidated financial statements, these provisons must be caded to the Central Bank of Kuweall wher
they are ro longer required,

It s the greups imtention le hold recervables te maturite. The estimated tair valse of the groups receivablas is nat agndicantly
differert from ifs respective book value, which represents the gross recervables less soecific and genenl provisions estoblished to
reduce book value to estimated realsable vake.

5 - LEASED ASSETS

This item reprasents the net investment in assets leased for perisds whieh either appresmate or cover o major part of tha
estimoted usehul ves of such assets The lease agreements provide o purchase opton 1o lesees ot o price saual o the estimated
resdudl vaue of the gress investment cutstanding at the time when such option is evercised. The ret irvestment Comprises
the fallowing:

1997 1994
KD 000% KD 000s
(Grost irvestment 93,275 265992
Unearned revenue [fayarat]] {21871
Frowsion (1,282 12,0430
85 348 22,762

The unguaranteed rasidual volue of the leosed assets at 31 December 1997 amounted to KD 7877 thousand
1996 KD 5459 thousard).

6 - GOVERMMENT DEBT BONDS

1997 1996
KD 000 KD 000
Feal Estate bonds maturing within 12 years 175,524 223 465
Commercal debt bonds maturing within 20 years B 1123

176,394 224 588

The Central Bank of Kuwait, lon behat of the Goverrimert of Kuwitl, purchased from the parant comparry, local real esare
porttelio and resicent Kuwaifi customers’ debls end resdent dects of otter Gulf Ca-operation Council nationals existing a° 3
December 1991, in accordance with Decrea Mo, 32 of 19592, concerning the treatment of the firancial and bariing secor, Law

KUWAIT FINANMCE HOUSE K. 5.C. AND SUBSIDIARY
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Notes to the Consolidated Financial Statements

31 December 1997

s GOVERMNMENT DERT BONDS lcantinved)

Mo 4] of 993, concerning the purchase of certain debts by the Governmert, as amended by Low MNe. 80 of 1995 the Cound
af Mirsters Resabticn Mo, 885 and chaoter fve, corcerning requlations peroining to the management of locol real esate
portiolio purchased from Kuwot Firance House KSC, of the Councl of Minsters Resclution Me, 1096 of 1993 relating 1o the
pxacutive regulotions of Law Mo, 41 of 1999

The purchose value of the local real sstate partfaiio and debts wos determined in accerdance with the abeve regulotens and
ware seftled by the e of bonds doted 31 Decasber 199,

Under the terms of tne above requlatians, the parent company is committac fa re-purchase the local real estote portolic from the
Crowamment within a oerod rot to exceed 10 yacs as of 31 Decerber 199), at the lowe: of the marker price peevalling at the
time: of the re-purchase o the local real estofe concarred and the purchose price thereat at the date of issus of the bonds. The
porert compary is alsa committed to manage the local rec’ estote portlolio winout remureration

Undder the terms of the dbove regulations, the amount of bords relating to resicent Kuwaiti custersers debfs ond resident dects
af ather Gulf Ca-aperation Courcl nationals mature ever o =aimum period of 20 years fram the date ol the issue of the bords,
and are odjusted in respact ot diferences arsrg, it any, ance tha balaness e the related debts have beer agresd with the
custamers concerred and approved by the Central Bank of Kuwait. The parent company theretece has a contingent liabilizy in

this respect,

Tre sdwarhan an the bands was 5 26% per onnum far the fires halt and 5.34% oer anrum for the second halt of the year erded
3] Decomber 997 11994 - 5.45% per arnum for the frst naf and 5.31% per ernum for the second holt of the year and i
payable semi-arnually,

It is rat pracicable fo determire the fair valve of the Government Debt Bands with suficent reliabiliyy os the furure cash Hows
are rot saterminakle unbil maturity
o INVESTMENTS

This item reprasents the lollowing: 1997 1996
KD 000s KD 000s

al Investmant properties:
Rental proparties
Cost 49145 4, 701
Accumilated depreciation =Rty [F83511
D978 18 B50
Trad ng properties B, 503 IR |
Other properties 54,526 48 717
183,007 118 858
3 Inviestments in securilies and managed portholios 25?59 -2‘1125
E] Investments in unconsalidated subsidic 1y CAmpanich
nel associntod compeonies
Unearsalidates subsigicry companies 536 413
Associated compan e 3955 3025
21103 | 150279

id



Notes to the Consolidated Financial Statements

31 December 1997

7 - INVESTMENTS (Coantinuad)

Inzluded in rwestments in rerka properties (over pagal s an invest=ens in Al-Muthana Comales in Kuwail, The
builaing is constructed er o land leased from the Geverrment. The owrershio of the buildicg, as well as ary
«mslts trom the cctivities releting to prebit er oss from the investment are atr buted anly to the sharehalders of
the parent co— pany.

A3 December 1997 the market value of the traging propertes amountea to K0 8B 503 thousand {1998 -
K2 3133 thousard] and ctker properties amounted ta KO 55 823 thausard [ 1996 - KD 49 588 thousard|,

Incluged ir investments in securites and managed poertolos s ar amourt of KD 1722 thousard [ 199&:MI
which regresents the groups Investment In 2,015 theusand shares of Irs owr shares, equivalent ta 0.4% of the
taba issued skare canital ar 31 Decembar 1997,

The estimated lair value af the investments i secunties and monoged portolios emeuned to KO 32 205
thousand {1996 - KD 24,373 thousandl,

The managemert of the group s ol the aoiriar that the esticated far wvelies of the irvestments in
uneonsclidated s:..bsld-nr:,' companies and cszocoted comparies are not iigmflcqpﬂy dl{'ferenr frum thar

respectve book voues

Estimates fair values of aquity investmants are bazed an the latest available audited financial statements ar
mencgemant accounts of each investes, taking inta account the management s vew,

The urcorsolidatea subsidiary companies ol Kuwait Finance House K.3C dealt witn in these consalidated

tirarcial statemerts are as allews:

Interest in Country of Principal activities
equity % registration
Al Mudesr Al-Kuwati Ccmpnr‘y
for Proects Managemert .50 [Clased| e8] bt Cantrocting, trading and
prejects manogement
Crult Univareal C-:.vn'lpnn\l,' far T'ddlﬂg
in Mater Yahicles K.5.C. IClasadl 120 Finwit Car dealer
Intarnatonal Turnkey Systems
Compary K52, (Closed| 100 Kuwait Diistriburon of computer
software ard bardware
KFH ljara House PLL G Maloysa Leasing tinance ard
munzbaha
Aaloysar KFH BLL 100 Malaysa Irvestments
. The asscciated companes ol Kuwait Finance Hause K.5.C, dealt with in these carsalidate linarcial statements
are as FD”E\HE:
Interest in Country of Frincipal activities
equity & registratian
Humean Rescurces lrvestmert and Cansulting
Company £.5.C (Closad| 50 Kuwait Training
Kuwialt Turkisn Evkat Finance House 0 Turkey lslamiz Banking Services
Babrar lamic lrestment Compary 20 Banrain lelamee imvestments
REaL R [T CRLLRESR RPEESE: H 8 HEhCE S _Ee B AND TUBES|DIARY
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Notes to the Consolidated Financial Statements

31 December 1997

8 - PROFERTY AND EQUIFMENT

The estimated useful lives of the assats far the calculation of depreciaton are as fallows:

Freehald buildings
leasehold premises
Furniture, aquipment and vehicles

Coast
A | lanuary 1957
Additians

Cligposals
At 3 December 1997

Repreciation:

A | lanwary 1957
Frevided during the year
Cizpasals

At 31 Decembear 1997

Mel book value at 31 December 19597
Coast

At | Janvary 1996

Additions
Dispasals

At 3] December 1996
Depreciation

A1 Januvary 1996
Provided during the year
Disposals

At 31 December 1996

Met book value at 31 December 1996

&4

20 vaars

20 yaars or period of lease, whichever Is shorker

3 vaars

Freehold
land and
buildings
KD 0005

18,340
1
Fil=))

18,302

&155
£4%

6,804

1,498

18,285
55

18,340
5507

155

12,185

Leasehald

premises
KD 000

2778

2,778

977
139

1116

1.662

24455
309

2778

g77

1.800

Furniture,
equipment
and vehicles

KD 000

14,435
1.354
B3I
15,704
1,633
1905
(48)
13,581
228
13,040
.71
{321)
14,435
SR
1,76l
[0
N,633

2.802

Total
KD O00's

35,353
1,365
(129l
35,789
18,765
2784
(42}
21,501
15,288
13,774
2080
{321)
35,353
16,324
2,541
Qe
18,765

16,788



Notes to the Consolidated Financial Statements

31 December 1997

Y- DUE TO BANKS AND OTHER FINANCIAL INSTITUTICIMNS

1997
KD 000's
Balarces due to barks ard ather Financial institubicns
LK
- eurrant accounts
Balances due to banks and sther finanzial instituticns 15417
- exchange of cepasits [Mote 3| 6.6
17.510

1994
KD 000
2051
8381

10,434

In accordonce with lslamic Sharee'n, no Interest is payable ar accounts due to banks ard orher finangial institurans,

The feir walues of balanzes due 1o banks and ather financial insttutions do not differ fram the respachve book values,

10 - DEPOSITORS ACCOUNTS

1) The depositors accourts of the parent company comprise the ballewing:

il Mon-irvestment deposits which toke the fore of current aceounts. These depaosits ate nat ertitled 1o any
prafits nor do they bear any risk of loss, as the parent compony guaontess o pay the releted balonces
on demerd. Accordingly, these deposits are considered Glard Hasan fram depositors to the parert

cempary, on the grourds of ldamic Shares

il Investment depasits are depasits far unlimed period which are vald for ane year and are autematically
renewdble for the same period unless the depostors concerned give written rotice to the contrary thres
months befere the due dote, or desosits far o limited periad which are valid far one waar ard are renewable
only by specilic instructions fram the depositors concerned, or rvestment savings ceeaunts whick are valid for

urlimited pasiod

In gl cases the nvestment deposits receive a praportion of the orofit as the boord of directars af the
parent company determines, or bears share of loss bosed on the results of the hrencisl vea:

The parent company generally invests opproximately 90% of investmant deposits for an unlimited perind,
BO% of Investment deposits tor a mited period ard S0% of investment savings accounts. respectivaly,
The parent compeny guarantees fo pay the remaining urinvested portion of these investment deposits.
Aecardingly, this porton is consdered Tlard Hosan brom depositars to the oarent compony, on the
grounds of lslamic Shoreea lrvesting such Qard Hasan s made at the discretion of the board of
directars of the parent comoary. The results of which are aHrioutiobe to the shersholders of the

PEFBnt COrmpany,

Bl O the basis of the results for the year the boord ot directors of the parent company determined the cepositars’

share of profit af the following retes:

1997
% per annum
Irvastment depasits tor unlimited period 7125
Invastment deposits for o limited period 4,333
Imvestment savings accounts 4.750

F:-U Wil F B CRAMNGEE M3 UEE KLE,C., AHD S WES| B4Ry

1996
% per annum

SO0
£.222
4667
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Notes to the Consolidated Financial Statements

31 December 1997

11 - ©STHER LIABILITIES

Detfarad ravenue

rthir

EE B Q R

1997
KD 000

139373
H0150

219,523

The astimeted far valves of ciher liakilities ore not significantly diferent from their respective book values,

12 - PROPOSED CASH DIVIDENDS AND 155U OF BONUS SHARES

1994
KD Q00's

12C 152
42239

162,431

At 3l Decembar 1997 the boare of direstars of e porent company preposed cosh divdends of 32% 11996 - 25%) and issue
et bonws shares of &% (1595 - 6% of poid-up share copital - Note 131, This proposal i3 subjest ta the approva’ of e Ordinary
Ganaral Assambly of the shoreholders of the company and completion of legal farmalities,

19 - SHAREHOLDERS FUNDS

Share
capital
KD 000
iMote a)
At 1 Janvary 1994 44 99
Movements dt.rlng 1904,
lssue of borus shares 2459
Lakat 5
Trarster fram statemsrt
of appreprigtiars
A 31 December 1998 47 690
Maovements durng 1957
lssue af borus shares 284
Lokat
[ranster fram statemeant
ol cppropriohiors
At 31 Decembear 1997 5‘0,551

da

Proposed
iszue of
bonus

shares
KD 000
(Mote 12)

2,699

12,6595

284

2,861
1284

3053

3083

Statutory
KD 000
{Mote b)

28,238

15,143

43,381

12 489

55,870

Reserves
Share
premium
KD 000
iMNate ¢

5,641

5,641

5,641

Waoluntary
KD 000
(Mate d}

7,889

(550
3,436

10,735

1052
3.655

13,338

Tatal
Share-
holders'
funds
KD 000

89 458

15901
21,440

110,308

1,052
19177

128,433



Notes to the Consolidated Financial Statements

31 December 1997

=

14

SHAREHCLDERS FUMDY leontinued)

Tna Esracroinary General Assembly of the shoreholders of the porent company held an 10 March 957
cpproved the rcrecse cf poid-up share capital by ssuance of 28,810 thousand 1994 - 26990 thausand,
banus shares of 100 Hls ecch, The borus sharas ware ssued oy a sransfer Fram prafits far the year ended 31
Cecembar 1994 .ﬁ.\::c?dlngh. the autnerised, issued and fu3|}.r poic Jp share canital at 31 Decemper 1957
comorise 305, 510 trausand |95 - 456 900 thousard) shares of 100 fls each,

Tha Estreordinary Gererel Assembly of the perenl company beld an 18 Masch 1994 appraved ar amendment
to orlicle 58 of i14 arlicles of vssaciclior, in whick the Crainery Geneal Assembly car approve an incraase in
tha trarster of 10% of *na prafit fer the vear = shabulary and volunmary reserves each, as oppropriate, | proposed
by the board of direcicrs of the porent compary. As @ result, an ameurt of KD 12 489 thousard equivalent ta
opprovmaotely 34% 1996 - KD 15043 thousond equivalent to opprosmately d4%1 of ta prolit for the yaar khos
been tarsterred to satwery reserve. The Tirdinary General Asserroly may resolve to discontinue such annua
rrarsters, it oropasad by the beard of directors of the parent company:

Oty that part of the reserve in excess of 20% of noid-up shore capkal s reely distebutable crd vseable ot the
discration ol the Ordrory Garerol Awsembly in the woys thar may be deemed beneficia to the group.
Chstribution ¢t the bolarce o the reserve is limited to the amaunt required to enable the paymert ol a divdend
et 5% of pad-up share copital to pe made in years wnan accumulated profits are net sufficient for the payment
ot o dividera of that amount,

The share premium azcaunt is el cvaloole for distrioution.

10% of tha prakit ser the vaar has been trarstarred to vniunrn":.-' reserys,

EARMIMNGS PER SHARE

Earnings per shore 5 computed by dividing net prefit attributable to the shorenclders oy the weighteo aveoge number
of shares cutstanding during the year,

The met profit atiributabla fo the sharehaloers i caleulaned as ballows:

1997 1994
KD 000 KD OO0
Mat protie far the yvear 36,544 34,344
less: Cantributian 1o the Kuwait Fourdatian far the Advarcement af Sciences 11217 1941 |
Directors fees (A0 [0
35353 33.363
Tha weighted average number of shores sutstarding dur ng the vear is caleulated as follews:
a) Withaut the oroposed issus of bonus shares:
1997 1994
Shares 000% Shares 000’
Waighted cvarage aumber of the parent comparys issued and pald-up skares 505 510 505,510
Less: Weightes aversge rumber ot the parent campany's swn shares |205)
1505, 305) 505,510
Earnings per shore: 70 fils &4 Fils

RN WAIT FLEN&NTE HSUWEE K, 58,6, AMND

SUES! DILARY
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Notes to the Consolidated Financial Statements
4] Dioenrmbiar- 106¥

14 - EARNINGS PER SHARE (cantinued)

b| 'nl:|udinE| the prnpas.ed issue of banus 5|‘|E|I‘ES‘. assuming it is apprcwed a* the rext
Anrual Gereral Sssembly:

1997 1996

Shares 000 Shares 000

Waighted average rumber of the parent companys issved and paid-up shores 535840 535,840
less: Weighted average number of the parent companys awn shares 1205

535,635 535,640

Earnirgs per share: b Hls &2 fils

15 - CONTINGENCIES AND COMMITMENTS

il A the balance skeet date thare were sutstarding cantingencies and commitmants entarad inta in tha ordinery
course of business in raspect of the fallowing:

1997 1994
KD 000 KD Q00
Acceptances and letters of cradit 36 365 J1.084
Guarantees 72744 53,822
m,109 94,906

The ganara pravisions fer non-cash eredit faeiites are included in other liaklibes on the balanca sheat,

bl At the balance sheet date there were capital commitments amcunting to KD 4 108 thousand |1996 - KD
5,352 thousand| in raspect of uncalled copital of Investments.

16 - NET OPEN FOREIGN CURRENCY POSITION

1997 1934
KD 000% KD D00
equivalent equivalent
Mat gssets iakilities) in major baraign currencias:
U5, Dallars 37.485 40,237
Sterling Pounds 113,679 |5,588)
lapanase Yen £813 [ 25¢4)
Chers 1127 834
29,746 15,227

17 - RELATED PARTY TRAMSACTION

Certain related parties [directers and officers of the group, their families and companies of which they are princloal
ownersl were depositars and credit customers of the parent company, in the ardinary course of business. Transactione
with the direcrors are approved by the Crdinary General Assembly of the sharehalders of the parert company, The year
end baarces of related parties included ir the balance sheet are considered (rsignificant,

iH




Notes to the Consolidated Financial Statements
31 December 1997

18 - MATURITIES OF ASSETS, LIABILITIES, MINORITY INTEREST AND SHAREHCOLDERS' FUNDS

Tha matu-ty pratle of assets, liabilties, minarity rnterazt and shareholders furds ot 31 December 1997 are as fallows:
Within Jte b f to 12 After 1997 1994
3 months manths manths ane year Total Tatal
KDOOOs KDODOs KDOOOs KDODOs KDOOOs KD 000s

Anaehy

Cash ard balances with barks

and atker hrarcal institutians 93,248 . - . 03,248 Q7 249
Receivables 279 76 1400 137663 A8 193 Q&2 228 BED.3%
leased ossets 3960 &29 8.686 iy, 43 a5, 3468 22762
Cioverrment debt nonas 11,025 025 22049 132,255 176, 354 224 5BR
Irvestments . - BA8.503 132,600 221103 150.279
Froperty and equpmant . . : 15 288 15,288 1t 784
Oither assets 20305 - 10937 5,924 e | 32,366
3 December 358,299 133,927 267838 820,731 1580795 | 1425108

Liakilities Minority Interest and
ahareholders tunds

DU'B‘ to I:ll:ll'lkﬁ- Clﬂd ther |: nﬂ-nclﬂl

irstibutions 17510 - . - 17510 10,434
Depasitors cecounts 715375 131,814 221709 2415 1184 717 113002
Chher lioblties ard propossed

cash dividends 80,588 25,283 50,738 78950 235 509 |74, 354
Minerity interest - . 14456 4,435 -
Shere capital ard reserves - - 128,433 [28.433 113,308
3 December 817573 157,097 27,847 334278 1580795 1425108

Maturites of cssets (net of provsions), liohilies, minarity interest and shareholders tunds have been determinad an the
basis of the remaining peried af the balance sheet date to the cantractual meturity date,

KUWaIT FINANCE HOUSE K.S.C, A&MND SUBSIDIARY
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Notes to the Consolidated Financial Statements
31 December 1997

19 -CONCENTRATION OF ASSETS, LIABILITIES, MINORITY |NTEREST AND SHAREHOLDERS FUNDS AND
THE CONTINGENCIES AND COMMITMENTS UNDER LETTERS OF CREDIT AND GUARANTEES

Tha company speraes i diferent geogreph cal areas ara different industry sectors oz designated below:

Cantingencies

Liabilities, Minority and commitments
Interest and sharehald- under letters of
Assets ers funds credit and guarantees
1997 1994 1997 1996 1997 1996

KDOOOs KDOODOs =~ KDOOOs KDOOOs KD OOOs KD OOOs

Geographical areas:

Suwait ond Midole East 1,418,455 1274255  157BC2& 1423229 /8,258 o403
Moarth America 154 14, &80 287 17 120 a0
Western Furope 114,534 09.29¢ 2452 1,443 4,200 3,023
Oher 41,250 36,884 20 257 28 531 12,250

1580795  1.425)08 | 1580795 1425108 maos 94,904

Industry sector:

Trading and manutecturing 180 604 172,98 & &25 103,313 0638 64,783
Barks end finarcal

institutions St2 734 520 225 27235 14,392 2047 1,508
Canstruction and real sstate 490 54 e 4 475 fits, BS54 B, 188 2800
Indiwiduels 3[BOTE 322,543 1168 G944 10259 358
Ciher 16145 Pl 223513 2015 10,236 25817

1,580,795 1425)08 | 1580795 1425108 111,10% 94 205

20 - FINANCIAL INSTRUMENTS AND FAIR WALUES

In the ordinary course of businass the grous uses primary financial instruments such as cash ond balonces
withfdue to barks and cther finarcial institutians, rvestments in securibes ond monaged pertolios recevables
ond payables. The group dees nat moke use of derivative Financial instruments. Intformation abeut tar values of
the hinaricial assets ard liabilties ere disclosed in the related notes to the conzoldated financial stetemants,

49
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