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THE CHAIRMAN’S
STATEMENT

IN THE NAME OF ALLAH,
MOST GRACIOUS, MOST
MERCIFUL

Praise be to Allah, bless-
ings and peace be upon
the master of
messengers, our Prophet
Mohammad, and e upon
his family and compa-
nions.

Dear Sharehoiders,
FPeace, mercy and blessings
from Allah be upon you.

It is the pleasure of Kuwait
Finance House to welcome
you to the fifth  annual
mesling and submit to you
its reparl an the fifth finan-
cial vyear ending an
Decernger 31, 1982.

Faor Kuwait Finance House,
last year was yel another
year ol achievements and
progress in spite of the en-
vironment of  aconomic
crigis precipitated by suc-
cessive  wyears  of  glebal
economic recessian. Ong of
the main factors behind this
2CONDMIC iIMpasse is usury
which is the core of the cur-
rent  economic  systems.
These econcmic difficulties
were  spacially severe in
developing countries.
Domestically, there was a
financial crisis  emanaling
from the unofficial shares
market which witnessed
heavy speculations and
various other forms of sales
and fransaction in con-
traventicn with Islamic

Shariaa. The direct and side
effect of this crisis spilled
over into the other sectars of
the economy. We would like
te  siress that Kuwait
Finance House, praise be to
Allah, was nol involved in
this crisis because ils ac-
tivites are guided by lslamic
Shariaa.

These crises at the interna-
tional and domestic levels
clearly indicate the
bankruptcy of all man-mace
thearies and their failure to
satisty the needs of humani-
ty. It zlso stresses the need
on the part of all Muslims to
abandon such theories and
ideologies and calls upon
them to let Islam govern
and regulate all aspects of
their life.

In the field of economics, the
return ta Islam has been
exemplified by the growing
number of lslamic Banks
and Instututions nat only in

[slamic  countrigs but in
Mon-lslamic  countries  as
well, Their success and

thrive give evidence to the
suitability  of  the lslamic
financial system for  all
times.

With the steady and con-
tinious growth ol lslamic
Banks, their impact on can-
ventional banks and on the
philosophies underlying
them has becocme quite ap-
parent.,  After their initial
response of taking Islamic
Banks lightly and doubting

their success, these institu-
tions have become guite
willing to deal with Islamic
Banks, They have come (o
accept the larms laid down
by lslamic Banks based on
Izlamic Shariaa.

This year also witnessed
some  encouraging  cofficial
initiatives in the financial,
social and cultural fields,
The House of Zakat was
eslablished to organize and
co-grdinate  the collectian
and distribution ol Zakat
Funds.

The establishment of the
faculty of Shariaa in Kuwait
University is also a genuine
step o fulfill the goal of giving
Shariaa studies their prami-
nent rale in the academic
fields. 11 is hoped that this
faculty will provide in-depth
studies covering all economic
and financial aspects in the
light of Shariza. This would
greally benefit Muslims in
thair endeavour to adhere 1o
Shariaa in all their transac-
tions. Moreover, it is hoped
that its graduates would be
better equiped to provide
Islamic banking and invest-
menl services (o the ever-
growing numbers of Muslims
who are keen to adhere to
Islamic Shariaa in all their
transactions,

Dear Shareholders,

We submit to you the
achievements of your institu-
lion and the results it has
achieved with the help of
Almighty Allah,



FIRST :
SERVICES.

BRANCHES:-

Our Banking Services have
neen geographically extended
to cover various parts of the
country through a network of
nine branches. These bran-
ches are attracting increaasing
numbers of customers
through providing a wider
range of services. The quality
of services provided has been
aided by the application of
modern tecnigues such as:

NKING
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The introduction of On-
Line Computer Services
at Faiha and Hawalli
Branches. Wark is now
under way to extend this
systemn 1o gl other Bran-
ches. This will con-
siderably reduce the
customers waiting time
for any transaction.

Drive-In Services at Faiha
Eranch; thefirst ofits type

in Kuwail, Hare the
custamer can draw from
hig account without leay-
ing his car.

Might Services for Co-
operative Socielies at
Faiha Branch; alsg the
first time such services
are provided in Kuwait.
Co-operative Societies
can depcsit their monay
after the working hours,




DOCUMENTARY CREDITS:-

Concertad efforts in credi
facilities and documentary
credits effectively contributed
int financing foreign trade. The
volume and value of ordinary
documentary credits and
Murabaha lransactions con-
siderably increased during
this year andwerg extended o
cover a wider rangsa of im-
ports.

SECOND :
INVESTMENTS.

Dear Shareholdars,

The system of Islamic finan-
cial instititions is not confined
to banking services but pro-
vides a comolete range of
banking and investment ac-
tivities which logether
stipulate to invest the funds of
shareholders and depositers
in various invesiment outlels
that give reasonzble profits

Growth in the value
of Documentary Credits

19749 1580 1981 1952

Growth in the
value of Murabaha

1474 1960 18961 1952

= Private Residences

and have developmeantal and
social returns,

1. REAL ESTATE
INVESTMENT:

Kuwail Finance House has
co-gperated with a large
number ¢f people in their
endeavour 1o build their
private residences. The

limited supply of residential
plots has pushec their prices
considerably and to mitigate
thiz, Kuwsait Finance House
usually purchases large plots
of land, submits them (o rele-
vant authorities for division in-
to residential plots and sup-
plies the market with such
plots. This process has
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enabled many peogple 0
aguire residential plots
specially in Jabrivah, Salwa
and Andalus areas wherea
many of them have started
building their plots.

Residences are also pro-
vided through the rental of 129
buildings at reascnable rates.
Moreover, advice is provided,
on requeast, for real estate in-
VEElons,

2. REAL ESTATE
PROJECTS:

The depariment cf Real
Estate Projects Kuwait
Finance House is under-
taking the execution of many
real estale projecls owned by
Kuwail Finance House or for
the account of other clients.
Some of these projects have
already besn completed while
wirk is under way in some of
them. The maost important real
astate projects owned by
Kuwait Finance Housre are:

a) AL—MUTHAMNNA,
BUILDING:

Wark started on phase
two of this project in
November 1981 and is pro-
gressing on schedule. Beside
two months for preparatory
wiork, implementationwill take
three yvears ana work will be
completed by early 1985,

—
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b) THE HEAD OFFICE
BUILDING:

Wark an this project
consisls of two phases. The
First phase involving

preparataory work- of excava-
ticn and sides supporting has
beaen completed.

The second stage of con-
struction started early 1983
and is expected 1o take thirty
months,

= Salmiyah Branch

1 -
* Fahahes!| Branch

c) OTHER PROJECTS:

In line with endeavours,
referred to earlier, to provide
maore residences, Kuwait
Finance House has built a
number of residential com-
plexes in Jabrivan and work is
under way in building &
number of other buildings in
different parts of the country

. Hawalll Bran::h

el e i dradia e

Fra A A S

v Head Office

* Rigga Eranch

= Sharg Branch



3. COMMERCIAL
INVESTMENTS:

Curing the year, commercial
invesimeanls have beesn con-
siderably expanded and
developed to cover a wide,
range of activities. These in-
cluded importation, direct
trade, trade finance and
commercial parlicipations. Al
these activities aimed &t pro-
viding consumers with essen-
tial goods and foodstuife at
reagonable prices by means
of charging low profit marging,

A commercial participation
deal was concluded with a
ocal company to undertake
importing chicken slau-
ghlered according to 1slemic
rites under Kuwait Finance
House supervision. The supp-
ly of this item to the con-
sumers at reasonable prices
was heartily welcomed as
another practical step in
relating cur financial transac-
tiong and investmenis to
sacial and behavioral aspects
which arg inseparable in the
life af the society.

On the olher hand, the Trade
Department encourages in-
ternal trading activities by
means of praviding local
Murabaha.

To supplement automobile
sales effaris, a servicing and
maintenance garage has been
set up. It provides quick high
guality services at competitive
rates.

4. EXTERNAL

INVESTMENTS:

Beside diversilication of in-
vesiments domestically in
various sectors as explained
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apove, considerable progress
has been mads in diversifying
investments externally.
special atiention is paid 1o the
objective of co-operaling with
Islamic financial institutions in
the fields of banking and in-
vesiments, The main steps in
this direction are as follows:

a) Financing of foreign
trade through the co-operation
with the [slamic Development
Bank.

by Exchange of investment
deposits with other Islamic
Banks and Co-operation in
joint invesiment ventures,

cyinthe fisld of international

Investments, varicus projects
were undertaken in shipping
containers, equipment leasing
and Murabaha sales, All these
forms of investmenis are
conductedin accordance with
Shariaa provisions which the
international instituions in-
volvad have acceptedto abide
by,

d) Participations in com-
panies and other institutions.
The Islamic Banks and ingtitu-
tiens in which Kuwait Finance
House participates are:

1- Bahrain Islamic Bank,
Banrain 8 7%

2- Bahrain Islamic Investment
Company, Bahrain, 20% of
aquity.




daman Islamic Bank,
, 5% equity.

mic Banking System In-
tional, Luxembouryg,
of equily.

al Islamic Bank, Sudan.
rnational 'slamic Bank
:Ca, Bangladesh,

wver, Kuwait Finance
2 has participations in
lowing institutions:

International Turnkey
ms Company wich is
vy owned by Kuwail
ze House, has a licence
ncession (o market
m Computers in Kuwait
e Gulf region.

he Internaltional lslamic
Visual Company, in the
lishment of which
it Finance House con-
xd 10%. The company
roduce and distribute
y and Television Pra-
nes on |slamis issues,

ORGANISATIONL
ASPECTS:

The expansion and diver-
sification of the activities of
kuwsail Finance House was
matched with the continious
adaptation in the organisa-
ticnal aspects oy means of
madernising the arganisa-
tional set-up and the recruit-
meant and traning of stali.

During the vear a new argain-
sational structure was
adeopted. It provided for new
administrative levels and new
depariments which are batler
equiped to achieve the objec-
tves and ambitions of Kuwait
Finance House. Along with

Grawth of Staff

1478 1973

1980 T

these develocpments, 152 of
Kuwait Finarnce House staff
atlended 55 traming courses
cavering different specialisa-
tions held in Kuwait and
anroad.

SHARIAA FATAWA AND
SUPERVISION BOARD:

The Snariga Fatawa anc
Suparvision Board of Kuwait
Finance House consists of the
following relegious scholars
znd specialists:

1- Shaikh Bad: Al bMutawsll
Abdel Basit,

2- Or. Khalid Al Mazkoor

3- Dr. Abdel Sattar Abu Ghod-
dan.

A« Mr. Anmed Bazie &l Yazsin.
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The Board reviews andg
stugies all aspects of Kuwait
Finance House activities to
put them in the Shariaa
parspective. All norms of
lransactions musl gel the
consent of the Board as to
their concurrence with
Shariaa. Moreover, the Board
plays an important role in ex-
plaining Islamic financial
transactions o Kuwail
Finance House clients and
employees by means of
replies 1o their guestions and
enquires and by issuing of
Falawa,

Alongside this Board, an in-
ternal religious supervisory
committee has assumed the
role of throughly understan-
ding the rulings of the Shariaa
Board and following up their
implementation. Morecver,
this committee supervises the
issuing of books and booklels
covering various lslamic
financial transactions and
their applications in Kuwait
Finance House. The Commit-
tee also sees to it that these
informalions are explained to
clignts and employees of
Kuwait Finance House.

SOCIAL AND CULTURAL
ASPECTS:

Kuwait Finance House has
considerable contributions to
the social and cultural
aspects. It had issued a
number of booklels covering
various aspects of Islamic
financial transactions. Fur-
thermare, lectures and sym-
posiums are regularly being
hield and arg being given wids
coverage in the media, Kuwait
Finance House sponscrs a
number of students sent
abroad for higher studies in
different fields of specilisation.
In the social field, the Zakat
and Charities fund in Kuwait
Finance House continues to
collect and distribute Zakal
funds. Besides, Kuwait
Finance House provides
Interest-free locans (Qard
Hassan) to the needy in ac-
cardance with certain
pricrities and conditions.

Aszsets (KO} Millien

Agsats
(KD Million

BOD
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Prafits

(KD Million
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Dear Shareholders,

The Total Balance Sheet on
31-12-1882 amaounted to KD
OB 138 778 compared with
kO 376,969,099 ar
31-12-1881, an increase of
58, 7%

Total assels amounted to KD
568,718,929 compared with
KD 351,134,088, at the end of
1981 i.e.a growth rate of 62%

On the liabilities side, total
current and deposit accounts
amounted to KO 473,111,687
an increase of 80.9% ovar
1981,

Curing 1982 authorized
capilal was raised by 50%
from KD 10 Million in 1981 to
KD 15 Million in 1982-

Sharehlders equity increased
oy 97 % from KD 15,088,283
in 1881 to KD 35628,178 at
the end of 1982,

On the assets side, total in-
vestments more than doubled,
rising by 108% to KD
272,663 543 by the end of
1982,

Total finance of documentary
credits and Murabaha in-
creased by 123% to KD
28,337,350 by the end of 1982.
Commercial invastmeants in-
creased by 147% to KD
3,715,665, Real Estate in-
vestments grew by 105% 1o
RO 225128 687, Investmeants
with Islamic financial institu-
tions almost tripled, increas-
ing by 179% from KD

9,752,042 in 1981 to KD
27,253,487 in 1982,

Total income from various ac-
tivities amounted to KD
22,108,744 in 1982 an in-
crease of 53.2% over income
realised in 1951.

Atler the deduction of ex-
penses and various provisions
which totalled KD 8,216 642,
net profits for the year
amounted to KD 45,831,502
an increase of 83.2% over net
prafits realised in 1951 which
amounted to KOG 25,045 246,

These cutstanding results
were achigvad, with the help
of Almighty Allah, in spite of
the unfavourable develo-
pments that prevailed during
the second hall of 1982,

Frofits for different investment
deposits were distributed as
follows:

1-Saving Accounts B

2- Fixed Time Deaposits
10.65%

2 Uhlimited Time Deposits
12%

The Board of Directors sub-
mits o the General Assembly
the following recommenda-
tons:

1- Distribution of 10% cash

dividend, i.e.100 Fils per
share.

2- Distribution of 25% iree
bonus share, i.e.2.5 shares for
avery 10 shares-

In conclusion, we pray 1o
Almighty Allah for guidance
and success, then we axpress
our thanks to His Highness the
Amir, Shaikh Jaber Al Anmed
Al-Sabah and His Highness
the Crown Prince, Shaikh
Saad Al Abdullan Al-Sabah
and the esteemed gaovern-
ment for their patronage and
care for this inslituicn,

I also extend thanks io the
Board members who spared
na effart in the service of this
institution. | also thank the
management and the staff and
all those who contributed in
the activities of this institution
praying lo Allah to guide us 1o
work according o His ordains.

AHMED BAZIE AL YASSIN
CHAIRMAN
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The World Economy




rThe World Economy

Growth Rates:

Forecasters during 15881
expecied an upturn in the
world economy during 1982,
But contrary to those expec:
tations, the world economy
went deeper into recession
during 1982, with rising
unemployment figures,
rmounting budget deficits and
disequilibriurn in the balances
of payments,

The average rate of growth
in the industrial countries
declined from 1.5% in 1981 to
0.5% in 1982. The ecanomies
of Canada, he United Slates
and Germany receded by 5%,
1.75% and 1.25% respec-
tively. Other major in-
dustrialized economies grew
by small rates ranging from
2.58% inJapan o 0.5% in tha
United Kingdaom.

Tha principal reason for this
anemic garowlth is that the
economies of the major in-
dustrial countries are becom-
ing more restrictive with the
aim of furlher reducing infla-
ticn. These policies made
some progress during 1982,
The average rate of inflation
declined fram 8% in 1981 to
7% in 1982, However, there
were wide differentials inrates
of inflation between various
industrial countries, In the
Unted States, Germany and
Japan, the rales weare balow
6% wheraas rales of over

10% pravailed in some Euro-
pean countries. This modest
success In reducing inflation
was achaved at the expanzse
of the employment level. Tha
average rale of unemploy-
ment in the industrial coun-
tries climbed to 9% and there
ware about 30 million out of
wark by the end of 1982

Growih rates of the econ-
omies of the oil exporting
countries slowed down during
1982, Ol exports, the ba-
ckbone of these ecanomies,
were severly hit by the world
economic recession. The
gconomies of the nen-oil
developing couniries det-
eriorated further during 1982,
Treir avaerage growinh rate fell
from 5% in 1981 to 2% In
1982, Exparts of these coun-
tries were adversely alfecled
by the slowdown in the in-
dustrialized economies, Maore-
over, the prices of raw mater-
igls plunged further, worsen-
ing the terms of trade of these
countries and widening de-
ficits in their trade balances at
a time when thosa countries
are unable 1o secure linance
for their development efforls.

External Balances:

The continuing giobal
recession naturally affected
the growlh of inlernationa
lrade during 1982, Moreovar,
lhere were considerabla

lendencies towards trade
protectionism during the year.
The growth rate of interna-
tional trade fell from 2.5% in
1981 10 1.75% during 1982

The current accounts of
industrialized countries im-
proved considerably. Their
combined current accounts
deficit fell from £30 billion in
1981 1o F15hillion in 19582 The
U.S. econemy achieved a
balanced current account in
spite of earlier forecasts of &
considerable deiicit. The
economies of Japan and
Germany registered surpl-
uses in their current accounts
while the rest of the in-
dustrialized economias re-
gistered current account
deficits with varying mag-
nitudes,

The current account
surplus of ol exporting coun-
trigs fell sharply from $68
Billionin 1987 to only 55 billion
in 1982, The main factor
behind this drop is the decline
inoil exports and prices due to
the global oil glut. It is
nateworihy that there are two
distinct groups within tha ail
exporting countries, the first
compased of low-absorbing
countries with considerable
surpluges, and the secong
high-absorbing countrias with
big deficils (hat reduce the
averall surpluses of the twe
groups laken together.

The balances of payments
of non-oil developing coun-
tries worsened during 1982

o
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The World Economy

fue 10 weak world demand for
he exports of those countrigs.
Their current account deficit
cee from &7 1 billionin 1981 1o
577 billion in 1982, Besides,
hese counlries are faced with
y host of problems in their at-
empt to bridge this gap. Most
mportant ameng these are
igh interest rates, the ap-
sreciation of the U.S. dollar
aned the mounting burden of
jebit payments that reachad
critical stages anc called for
mare dabt rescheduling dur-
ng 1982.

During the first half of 1982
sround $26 billion went into
the U.S. in the form of capital
flows. The main sources of
these funds were COPEC low
absorbing group and some
industrial countriezs mainly
Japan and Germany. Such
capital flows fell consideraoly
during lhe second half of the
year,

Fiscal and Monetary
Developments:

Fiscal and monetary
poclicies pursued by in-
dustrialized countries during
1982 continuad bo be restric-
tive with the aim of further
curting inflation.
Developments during the past
faw years have led to a basic
change of atitude towards
liscal and monelary policies
Pursuit of expansionary fiscal
and monetary policies were
no longer regarded as the

24

solution to the problam of
stagflation. Instead, fiscal and
monetary policies of the in-
dustrial countries are to be
closely co-ordinated to reduce
inflation and evenlually to at-
tain higher growth and
employment levels in an en-
vironmenl of favourakble ex-
pectations of future inflation.
Accordingly, fiscal policies
were tobe used to supplemeant
manetary palicies in sharply
reducing inflation in a short
period. However, attempls at
reducing budge! deficits made
no real progress due to the
already high level of
unemployment and the
severity of economic reces-
sion. Hence, contrary to
policies pursued, budgel
deficits continued torise inthe
industrial countries specially
in the United States.

Monetary policies con-
tinued to be restrictive during
the first half of 1982. Strict
contrals were maintained on
the growth of money supply
aarticularly in the Uniled
Statas where interest rales
climbed to record levels.
Other developed countries
pursued similar restrictive
policies o curb inflation and to
maintain their currencies ex-
change rates against the U.5.
dollar.

The outcomea of these
palicies was the deepening
of recession by depressing
capital investments and the
rise of unemployment to
unacceptable levels which

generaled pressures on the
governments to reactiviate
these economises. These
oressures were particularly
felt in the United States
where the authorities started
lo ease those strict controls
and interest rates slarted to
decling during the second
half of the year. Similar
steps were laken in other
developed countries and in-
terest rates starled to
decling in many European
countries.  However, liltle
direct effects are expscted
to come out from these
steps.

Exchange Rates:

Developments in the ax-
change markets during 1982
were dominatec by the con-
tinuaed strength of the U.5.
dollar which rose against
mosl major currencies
climbing to its highast level
in mare that a decade curing
the first half of the year, The
doliar was particularly
strong against the EMS cur-
rencies, the Sterling Pound
and the Japanese Yen.

The main factors behind
the strength of the collar
were the higher interest
rates in the U5 viz-a-viz in-
terest rales in other in-
dustrialized countries, the
better than expscted per-
formance of the U.S. current
account  which  remainad
closa to eqguilibrium and the



The World Economy

low rate of inflation in U.5.
compared with other
developed countries in
Europe. The strength of the
dollar alse reflected con-
fidence in the U5, sconomy
and its long term prospects
as indicated by long term
capital flows into the country
spacially in view of fears
triggered by the failure of
rmany barrowing countries to
repay their debts.

The dollar continued to
dominate other currencies
during the second half even
after the fall in U.5. interest
rates because the other fac-
tors cited above were sl
favocuring the dollar.
Moreovar, inlerest rates
started to decling in other
countries as well,

This persistent strengtn of
the dollar led other countries
to  pursue protective
measures, The Japanase
authorities supported the Yen
by active intervention in ex-
change markets and by im-
posing restrictions  on
monetary expansion and
capital cutflows.

In Germany, the autharities
were also active in protacting
the exchange rate of the mark
during the iirst half of the year.
However, with the change of
sconomic palicies in the se-
cond half of the year, the mark
was left to ease on exchange
markels in orcer to improve
Germany's trade com-

petitiveness in the European
markets.

The sterling pound declined
considerably against the
dollar approaching its low
level of 1876, The Brilish
aulharities regarded this
decline as a healthy corrective
measure for an overvalued
pounc and interfered only to
even out fuctuations. Major
lactors against the pound
wiara low interest ralas in Bri-
lain, the delerioralion in the
current account and the fall in
the orices of Morth Sea Qil.

In the EMS countries,
VArNous measures were taken
to maintain the parilies bet-
ween these currencies.
France and ltaly pursued par-
ticularly strict monetary
policies and imposed restric-
tions on capital outflows.

During 1982, gold prices
continuec their downward
trend that started in mid 1280,
Al upward maovements weare
only temparary with the price
mowving back to the downward
trenc, With the steady suoply
of gold, this trend was due to
the enc of the era of feverish
speculation in gold which
cavsed prices o shoot up N
the past.

At the begining of 1982,
gold was at 3400 per ounce
and started to decline till it
reached 3295 in June. This
was followed by a period of a
sharp climb and the price

reached the hight of $500 in
August. This rise was due 0
fears in financial markets
based on poar gerformances
of zome internaticnal financial
nstitutions which heavily lent
unds 10 countries nal were
facing serious financia pro-
blems. Moreover, this period
also witnessed the easing of
monetary policies which trig-
gered fears of anather round
af inflationary cycle. By the
close of the year, the price of
gold eased 1o around 3455 per
CLUNCE,
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GDP AND THE BALANCE
OF PAYMENTS:-

Developments in the inter-
national oil market directly af-
fect developments in the
gross domestic product of
Kuwait since oil revenues
raepresant the most imoarlant
partof the country's GDP. The
over-supply of oil in world
markets led the oil exporting
countries to cut back their oil
production and export.

In Kuwait, cil production
dropped by 32% and cil ax-
ports declined by 37.4% to
around 213,000 barrels per
day compared with the daily
average of 1.3 million barrels
during 1980. Inspite of the rise
in ail prices during 1981 by
17.6%, the big decline in i
exports led to a drop of 11.7%
in GOP during 1921 which
stood at KD 8510.4 million
compared with KD 7373.7
millignin 1980, The share of ail
in GCF T2l by 20.3% from KD
51568.8 million in 1980 to KD
4110.1 million in 1981 leading
to a drep of the share of ail in
GDP from 70% in 1280 to
£63.1% in 1981.

The non-oil sectors, ac-
counting for 36.2% of GDP,
grew by 8.3% in 1981 to KD
2400.3 million. Within these
sectors, the trade sactor
came first with a growth rate
ol 25.3% and a shareof 7.2%
in GOP. The growth rate of the
manufacluring sector,
acgversely affected by oil-
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relaled manufacturing, slow-
eg down 10 2.5% retreating o
the second place with a share
of 6.4 5% in GOP. The financial
insgtitution's sector and con-
struction sectar grew by
17.3% and 15% respectively.

The main economic
developments during 1982
show the continuation of low
levels of oil production and
exports indicating adverse ef-
iects on GDP during 1982,
Maoreover, the setback in the
uncificial share’s market
advergely affected some
related sectors. Therefore,
GDP developments during
1982 are expected to follow a
similar path of those that
prevailed during 1581,

The decling in il export
revenues was naturally
reflactied on the balance of
payments wnich showed a
surplus of KD 2717 million in
1981 compared with KD 3381
million in 1980, The trade
surplus aslo declined by
31.8% to KD 3381 million.
This came about as the result
of the fall in exports couplad
yith a rise of 14.58% in im-
ports, However, a positive
developmeni was the con-
siderable rise of investment
income which grew by 37.9%
to KD 2434 million. The
surplus on the current ac-
count amounted to KD 3837
million which is 18.5%% lower
than the surplus of 1980,

On the capital account,
capital cutflows from Kuwait

declined by 7.8% to KD 1119
millicn campared with KD
1214 million in 1980, This in-
dicates the tendency of in-
vestors to commit more funds
in the local marketl.

FISCAL
DEVELOPMENTS

During 1981 the govern-
rment comaleted its econamic
plans for the next four yearsto
provide economic and social
requirements of the country.
In the fisld of fiscal policies,
those programmes em-
phasised mocdernising the
preparations and implemen-
tation of public sector
budgets, augmentaticn of
reserves for future genera-
tions and adeplion of more
coherent public invastments
palicies.

Witnin Lhe framewark of
these plans, fiscal policies
wera (o be conducled through
better olanning and im-
plementaticn technigues. All
public units are to present
their annual budgets compris-
ing their delailed programmes
and projects far the naxt four
vears. Starting from 1982/83
oudget, each year's budget
should be considered as one
phase in this comprehensive
plan.

Inlernational and domestic
cevelopments during 19282
confirmed that such pro-
grammes were limely
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gpacially in the field of public
sxpenditures and -
vestmenls. Practical steps in
this direction included raising
fuel prices during the first half
of 1982, the re-organisation in
the structures of bodies
supervising government in-
vestments and the con-
siderable expansion in inter-
national oil investments and
other fields,

The glut in the international
oil markets and the conse-
quent cutback in cil expaort
revenues were direcily
reflected on the estimates of
the new budgel. Total
revenues of the Government
ministries and departments
for 1982/83 were estimated 10
be KD 3208 million, 3%.3%
lower than KD 5279 million
estimated revenues in
1981/82. This decline came
about as the result of a drop of
41.8% in oil revanues which
accounted for B2.5% of 1otal
astimated revenues,

Mon-oil revenues increased
by 31% to KD 2329 million,
raiging their share in fota
revenues from 3.5% in
1981/82 1o 7.5% in 1982/83.

Out of total estimated
revenuas, KD 320.6 million
was allocated to the Reserve
Fund For Future Generations.
A further KD 30 million was
garmarked o raise the capital
of Kuwait Fund for Economic
Development,

Estimated expancituras of
government ministries and

departments amounied o KD
3113.5 million, an increase of
35% over the allocations of
the previous budgel. These
axnentitures were allocated
as follows:-

&+ Ordinary Expendituras:
include wages and salaries,
general expendifures on ser-
vices, unclassified expan-
ditures and transier
paymants. Total allocations
far these iterms amountad 1o
KD 2383.6 million which
represents 77 % of total ex-
penditures of governmeant
ministries and depariments
Thiz amount is 11.5% hignter
than the amount allocated in
the pravious budget.

B - Development Expen-
ditures ; rose slightly to KD
579.9 million accounting for
15.6% of total expenditures of
government ministries and
departments.

C - Acquisilion of Property
recieved the remanining
4.4% of total expenditures of
government ministries and
depariments. The amount of
KO 150 million allocated to
thig item represents a drop of
50% from the allocations of
the vear before.

The sum of total allocations
for the Reserve Fund far
Future Generations, Kuwait
Fund far Economic
Development and expen-
ditures of govarnment
ministries and departments
exceeded total estimated
revenues by KD 258.1 millicn.

This difference was covered
by drawing from the Genera
Fesarse Funa.

MONETARY
DEVELOPMENTS

The first nine manths of
1982 were characterised by
lha slowdown in the rate of
growth of domestic liguidity
from the high rates which
prevailed during 1981, At the
end of Septermnber, domestic
liguidity totalled KD 4113
million, a growth of 5.9%
compared with a growih rate
of 23 4% during the same
period in 1981, Of the com-
ponanls of domestic lguidity,
demana deposils dropped by
2.4% during this pericd. The
main factor behind this drop
was the sharp deceleration in
\he activity in the shares and
rezl estale markets which are
closaly relatad to current ac-
counts transaclions.

The review of measures
taken by 1he monetary
guthorities to regulale
domestic liguidity reveals that
by the end of September the
ocutstanding balances of
swaps with local banks
amounted to KD 234 million.
Thig rige of 40.5% over the
balances at the end of 1881
reverses a trend of continuous
fall in these balances curing
1981. Balances of redis-
counted commercial papers
droppead oy 6.8% lo KD 263.3
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million by the end of
September.

As for the claims of local
banks on the Central Bank,
balances of these banks with
the Central Bank amounted 1o
KD 101 million by the end of
September 1382, Besides,
halances of the Central Bank
bills with thesege banks
amounted to KD 22711 million,

Az a rasylt, the balances of

net funds injected into the

panking systermn by the Central
Bank at the end of September
amecunted 1o KD 165.2 millicn
which is 38.5% lower than the
same balances at the end of
Sept. 1981,

The slowdown in the growth
of domestic hquidity referred
to above is compatible with
the decline in GDP due to the
negative oil developments
referred o earlier.

Banking activities showeda
maderate rate of growth dur-
ing the first nine months ol
1982, The consolidated
balance sheet of commercial
panks increased by 9.3% by
the end of the third quarter to
KD 8307.2 millicn. The cor-
responding increase during
1981 was 185,

The breakdown of the
resources of commercial
banks reveals that aggregate
capital and reserves rose by
23% to KD 205%.2 million
compared with an increase of
6% during the same period of
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the year before. By the end of
September, total deoosits
amounted to KD 3518.6
millign. Private deposits,
which account for 96.4% of
total deposits, increased by
5% during this period to KD
3778.3 million. This reveals a
marked slowdown comparad
to their growth rate of 25%
during the same period of
1981, As for the componants
of private deposits, depositsin
foreign currencies declined by
41 % from KD 5952 million at
the end of 1981 to KD 3479
million at the end of the third
guarter of 1982, hence theair
percentage share in total
deposits dropped from 13.2%
at the end of 1981 to 9.2% at
the end of September 1382
on the ather hand, time
deposits increased by 24,7 %
during this pericd while de-
mand deposits declined by
8.5% due to the unafficial
shares market crisis referred
o earlier.

On the assets side of the
consolidated balance sheet of
the commercial banks, foreign
assets declined during the first
three quarters by 6% to KD
21098 million, The decline
came about mainly because
some investors liguidated part
of their dollar ceposits in order
to benefit from the con-
siderable rise of the exchange
rate of the dollar during 1982,

By the end of Sept. 1982,
claims on the private sector
amounted to KD 4345.2

riillicn, a rise of 25% over the
end of 1981 compared to a
rise of 18,7 % during the same
period in 1881, This indicates
the growing tendency of
commercial banks to commit
more of their resources in the
local market.

Credit facilities, which
constituted 3% of the claims
on the private sector,
amounied to KD 4028 3
million by September 1982
revealing a considerable
growth of 27 % in credit
facilities against 19.3% dur-
ing the same periad in 1981.

The distribution of credit
facilities over the various
gconomic sectors by the end
of the third quarter of 1982 in-
dicates that personal loans,
which are usually used to
finance transactions in the
share's market, came on top
accounting for 26.5% of total
cradit facilities and overtaking
the trade sector which came
second with 25.6% of total
credit facilities. The percen:
lage shares of the ather sec-
lors were: 23.3% for financial
services sector, 16.8% for
construction sector, 6.6% for
the industrial sector and 1.1%
for agriculture and fisheries.

These frends reveal that
credit facilities for the produc:
tive sectors shrunk furthar
during the first three quartars
of 1982. Their perceniage
share in total facilities declin:
ed from 52.9% at the end ol
1880 to 51% at the end of
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September 1981 and fell fur-
ther to 50.2% by the end of
Septermnber 1982, However, it
is hoped that credil facilities
far the procductive sectors will
rise in the future after the
speculative fervour in the
shares market has receded.

SHARES MARKET.:

Develcpments in the
shares markets during 1982
overshadowed most olher
developments due to the
speed and magnitude of the
collapse of prices on the unof-
ficial shares market. The crisis
was specially severe because
it came after 2 period of 2 big
boom in prices and market
aclivities, Estimates put the
value of iransactions in the of-
ficial and unofficial shares
marketls during 19871 at over
KL 7.5 billion,

Cruring the first half of 1982,
neavey and strong activities
were focussed on the unof-
ficial market which attracted
most dealers away from the
oificial stock market where
lransactions slowed down
considerably. Total shares
traded on the stock exchange
during the first half of 1982
amounted to 88.2 million
shares against 133.2 million
shares traded during the first
half of 1481, The rise in the
genarzl price index of the
shares also slowed down from
35% during the first half of
1887 10 12.7% during the first

halt of 1982, Meanwhile the
volume ot trading and prices in
the unofficial shares market
reached record levels in both
spot and forward deals, In-
terast rates charged on for-
ward deals excesded 2005%: in
some cases. Most of these
forward deals were financead
by means of post-dated che-
ques.

During the second half of
1982 prices in the unofficial
market fell sharply and con-
sequently scme dealers failad
tomeet payments onmaturing
post-dated chegues, This led
to a chain of negative
developments which affected
most aspects of econamic
aclivity in the country.

Joint government and
private efforts were exerted to
bring the situation under con-
trol and to alleviate the
nagative outcomas of these
developments. Among the
most importand measures in-
treduced were the selting-up
of a clearing company 1o
gather and register all post-
dated cheques related to
share fransactions. & decree
was also issued which
stipulated the registeration of
all forward deals in shares and
the farmation of an arbitration
board to review these tran-
sactions, sort aut the net
financial positions of those
involved and seltle disputes.

Furthermore, the govern-
ment set up a fund with a
capital of KD 200 million 1o

safeguard the interests of
smaller investarsin the shares
market This fund is to mest
payments due for such in-
vastors either in cash or with
oonds of varyving maturities
depending on the volune of
transactions involved. The
fund will aslo manage the
assets of thase who fail to
meat their commitments.
Other measures incluged the
purchase, by certain
government institutions, af
shares on lhe official stack
markel and some cther
financial and monetary
measuras o avgment liguidi-
iy

These measures helped br-
ing the situation under control
and alleviated many nagative
effects of these developmenis
and restored confidence
which was shaken by these
Events.

From the start of the crisis
till the &nd of the year, ac-
tivities in the official and unoi-
ficial share markets were
minimal with most dealers
anxicusly waiting the culcome
of those financial settlements.

DEVELOPMENTS IN
OTHER SECTORS:

ltis generally accepled thal
the crisig in the unofficial
shares market has affected
other sectors of the economy.
The real estate sectarwas one
ot the most affected sectors
becauses of the close associa-
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tion of dealers in real eslate
and shares, Due to lack of
data on the extent of these ef-
fects, some general indicalors
and available informations wil
be reviewed,

During the first half of 1982,
there was a big boom in the
real estates market. Strong
demand, wilh limited supply,
pushed pricas to recard
heights, Speculators who
were making huge profits in
ihe shares market, swarmed
the real estates market
creating this strong demand
which made prices shool up
very sharply.

With the shares markel
crisis, the speculative boom in
the raal estates receded. The
prices of residential plots of
lzand declined cn average by
25% . However, residential
buildings, maintained thair
prices, some even gained in
value by around 10% . The
relative immunity of thess
buildings to the crisis stems
from their stable return and
the strong demand fTor
residential buildings specially
after most investors aban-
doned building in favour of
high yeilding speculations.

Cealers in real estales ex-
pect that the activily in real
estates will be revived but at
moderale rates afler the fever
ol speculation has receded.
These expectations are based

on the fact that investors nave
realised the danger af in-
vestments based on specula-
tions. They have also learnt
tnat real estate is a much safer
investment because of the
stability of return and of the
medium and long run value of
redal estatas,

The effects of the crisis on
the trade sector can not be
menitorec due to the lack of
recent data. Howewver, the
review of credit facilities to the
trade sector reveals that these
facilities rose by 22% during
the first nine maonths of 188210
KD 1032.2 million compared
with a rise of 20% during the
same period in 1981, These
figures do not indicate any
direct effects of the crisis on
the trade sector. However,
due to time lags, these effects
might be apparent toward the
end of 1582 and early 1983

Balances of credit facilities
for construction rose by 30.1 %
during the first nine manths of
1882 to KD 680.5 million
against a rise of only 14.6%
during the same period of 1981,
This could be taken as anin-
dication of increased activity in
this sector specially in the
private sector. Construction in
the public sector maintained
the same level of activities
because allocations in the
1982/83 budget increased
marginally by only 1.7 % .

Mareover new building permits
issued for the private sector
during the firsl nine months of
1982 amounted to 1344 per-
mite against 869 new permits
issued during the same pericd
in18281. Thisincreaseof54.7 %
in new permits indicates the
inclination of investors toward
building activities specizally
residential buildings which
accountad for 88% of the total
new permits issued during this
period.

Inthe industrial sector, loans
and contributions of the In-
dustrial Bank of Kuwait toin-
dustry during the first three
quarters of 1982 amounted o
KD 221 millicnagainst KD 32.4
million during 1981, marking a
slowdown in the Industrial
Bank of Kuwait's finance far
industry during this period.
However, the balance of credit
facilities for industry rose by
52.2% by the end of
Septernber against a rise of on-
Iy 2.7 % during the same paricd
in 1981, This indicates a con-
siderable expansioninin-
dustrial activities during this
period.

The agriculture and fisheries
sectar grew considerably dur-
ing this period. Credit facilities
to this sector rose by 14.2% to
KD 45 3 million compared with
a decling of 2% during the
same period of the yearbefore.



‘ AUDITORS’ REPORT

The Shareholders of
Kuwait Finance House K.5.C

We nave examined the financial statements of Kuwail Finance House K.8.C. set out on
page 3210 42, Qur examination included such tests of the accounting records and such
other auditing procedures as we considered necessary. We cbtained all the information and
explanations which we deemed necessary for the purpose of our examination.

In our gpinicn the financial statements present a fair view of the financial position of the
Company at 31 December 1982 and of the resulls of its operations for the year then ended.
Also, incur opinion the financial statements comply with the Law of Commercial Companies
and the Company's Articles of Association. In accordance with Article 182 of the Law of
Commerzial Companies we reporl that in our apinion proper books of account have been
kept, an inventory was duly carried out and the contents of the Director's Report relating to
the financial statements are in agreement with the bocks of the Company. To the best of our
knowledge and belief no violations of the Law or of the Articles having a material adverse
sffect on the business of the Company or its financial position have ocourred during the
YEHT,

D.A. DAHMAN, F.C.C.A. M.M. AL-MASOUD

BAA NO 28 R.AA NO. 8

OF MUTLAG AL-MASCUD & CO. OF MUTLAQ AL-MASOUD & CO.
Kuwait

13 January 1983
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KUWAIT FINANCE HOUSE K.S.C.
BALANCE SHEET

1881

1982

Mote KD KD
Cash and balances with banks 117,353,956 55,316,027 ‘
Adwvances to customers against letters of credit
and murabaha 28,337,350 12,710,775
Deposits with [slamic Financial Institutions 27,253,467 G752 042
Accounts receivable and prepayments 4 141,889,203 126,763,073
Trading investmeanis in property 5 22h, 129,687 109,814 775
Inveniories £ 3. 715665 1,501,408
Construction work-in-progress K 655,857 1,631,160
TOTAL CURRENT ASSETS R44 1335 205 317,489,350
Medium term accounts receivable 5.474877 23,371,158
Investments and athar assets a8 10.854.175 5,834 85a
Fixed assets 9 §.054.672 4,338 653
TOTAL ASSETS 36,718,529 351,134,058
Liakility of customears for letters of craadil, ac- f
caplances and guaraniees 29,419 549 25,835,041
598,138,778 376,969,099




Current accounts
Invastment accounts

- Savings

- Daposits - limited pericd

- Deposits - unlimited period

Total current and investment accounts
Accounts payable and accruals
Caepositors’ share of net profit
proposed dividend

TOTAL CURRENT LIABILITIES

SHAREHCOLDERS' EQUITY

Share capital

statutory reserve (including share premivm KD
4,328,054}

General reserve

TOTAL SHAREHOLDERS EQLITY

TOTAL LIABILITIES AND SHAREHOLOERS'
ECQUITY

Letters of cradit, acceptances and guaraniees
on benhalf of customers

MNate

10

11
12
18

13

14
15

1982 1981

KD KD

. 10,050,502 55,180,708
182,728,160 116,692,035
10,245,283 10,555,004
210,087 742 111,691,698
473,111,687 284,118,443
Fad L 19,925,232
LR B 18,000,000
1,496,102 —
533,080,751 332,044 675
14,961 019 8.567.730
12,790 976 3.873,772
LB 183 4.647 881
35,628,178 18,089,383
B8 718529 351,134,058
29,419,849 25,835,041
598,138,778 376,969,089




KUWAIT FINANCE HOUSE K.S.C.
PROFIT AND LOSS ACCOUNT

YEAR ENDED 31 DECEMBER 1982

MNote

INCOME

Banking operations

Real estate, commercial and
Construction operations

Rental income

{ther income

EXPENSES

General and administration

Provision for gecline in value of

irvestiments

Provision ior bad and doubtful accounts

receivabe

Provision {or absolete and slow moving

irventary and anticipated losses on uncampleted
contracts no longer required

NET PROFIT FOR YEAH

APPROFRIATION COF NET PRCFIT

Statutory reserve 14
Genaral resemne 14
Fuwail Foundation far Advancemenl

of Science 18
Directors’ fees

Cepositors’ share of net profit 12
Reserve accounts’ share of netl proit 17
Froposed cividend 18

1982
KD

3,358,304

45,039 609
2311818
1,398,421

52.108.144

5,081,625
342 T3

QrlorT

CITETT3)

5,216 642

43,881,502

4,589,150
4.,589.150

418,505
80,000
32,912,250
1,306,684
1,994 753

45,881,502

The attached notes 1 to 21 form part of thase financial statements,

34

1981
KD

1,569,285

25,916,049
1,916,787
B11,613

34,014 458

3,234,874
2,081,687

3,426,781

225,870

8,969,192
25,045 246

2,504,525
2,504,525

177,036
80,000
19,000,000
410,018
369 144

25,045,246



NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 1982

1 — INCORPORATION

Kuwail Finance House K.5.C. is a Kuwaiti shareholding company incorporated in Kuwsail
and is registerad as a bank with the Central Bank of Kuwail.

2 — ACTIVITIES

The principal activities of Kuwait Finance House K.5.C. include the provision of banking
services, the purchase and sale of property and other trading activities including project
construction for third parties. All activities are conducted in accordance with the {eacnings
of Islam without practising usury.

3 SIGNIFICANT ACCOUNTING FOLICIES
a) Accounting convention

The financial statements are prepared under the historical cost convention.
o) Foregn currencies

Farasign currency transaclions are recorded in Kuwaiti Dinars at the rates of exchange
ruling at the date of the transactions. Gains and logses are taken 1o income.

Assets and liabilities in forgign currency at the year-end are translated at the rates of
axchange ruling at that date and any resulting gains or losses are laken to income.

¢} Depreciation

Freenold land is not depreciated. The cost of other fixed assels is expensad by egua
instalments aver their eipected useful lives.
dy Investments in oroperty
Irvestiments in property are carried at the lower of cost and director’s estimale of market
value an an aggregate basis.
&) Irventories

Inventories are valusd at lower of cost and net realisable value, after making due
allowance for any obsclete or slow moving items. Cost is determined on a specific
identification Dasis.
1 Construction work-ir-progress

Construction work-in-progress is stated at cost less provision for any anticipated losses
and progress paymenis received. Cost includes materials and direct labour.
qg) Profil recognition
{ 11 sales of properties are made on a credit and cash basis. Prolits arising from all sales of
properly are laken 1o income at the date of sale.

{iiy Profit from long-term construction centracts is recognised on the completed contract
method. Full provision is mads for any anticipated losses on uncompleled contracts in the
vear such losses are first projected,



f} Accounls receivable

Accounts receivable from customers are stated in the balance sheet under appropriate
neadings less a general provision for doubtiul accounts receivable. Mecium lerm accounts
receivable represent amounts due 12 months or mare after the balance sheet date.

il Employess' terminal benefits

Provision is made for amounts payable under the. Kuwail Labour Law applicacle to

employees’ accumulaled pariods of service.

4 — ACCOUNTS RECEIVABLE AND
PREPAYMENTS

Receivables (Real Estate, Trade,
Const)

dther receivables

Frepaid gipenses

Less: Provision for doubtful accounts receivable

5 — TRADING INVESTMENTS IN PROPERTY

Buildings

Flots

Land

Froperty bonds

Less: provision for decline in value

1982
KD

141,782,011
4,883,836
440,919
147,106,766

S g 5 S

141,888,203

1942

kD
31,933,505
113,424,491
69,037,936
14,282 6574

506

[

228,878,

4

3.548,91¢

X
i

£

225,129,687

1881
KD

128,242,402
1,322,700
391,133
130:956,235
4,193,162

126,763,073

1881
KD

23,950,717
44,406 985
35,276,093

8,720.890

113,363,684
3,548 819

109,814,775

The directors are of the opinion that the above investments taken on an aggregate basis

are worth not less than the net amount stated above.




8 — INVENTORIES

Molor vehicles
Foodstuffs
Spare parts
Goods in transit

Less: pravision for obsclete and slow moving tems

7 — CONSTRUCTION WORK-IN-PROGRESS

Expendiiure on uncempleted contracls
Frogress payments received

8 — INVESTMENTS AND OTHER ASSETS

Associated and subsidiary companies:
- investmants

- current accounts

Jaoint venture in real estate

Jaint weniure in commearcial activities,
ret of provisions

Al Muthana Project

1982
KD

3,755,263
3,200

7376

184,028

4,015,865
300,000

3,715,665

1582
KD

202,343

(248,486)

655,857

1982
KD

1,680,164
1,050,000
225,609

1,070,442

G 817,870

10,654,175

1981
KD

1,658,238
19,138
50,631

251,263

1,978,27"
ATITVE

1 L] 5&1 :493

1581
KD

1,741,331

(110,171

1,631,160

1981
KD

1,142,270

227,500

781,628

3773488

5,934,896




9 — FIXED ASSETS

The estimated useful lives ol the assets for the calculation of degreciation are as iollows:

Leassenold property
Furniture and fittings
Flant and equipment
bMotar vehicles

Cost:

At 31 December
1981

Additions during
yEar

Cost of disposals
Project in prograss
Al 31 Decembsar
1982

Deprecialicn:

AL 31 December
1981

Charge for year
Aelating 1o
disposals

At 31 December
1982

Met Dook amounts:
At 31 December
1982

Al 21 Decamber
1981

20 years
3 years
3 vears

3years

Flani,

Furniture egquipment

Freehold Leasehold and and motor
land property fittings vehicles Total
KD KD KD KD KD
3,978,000 — 432 244 ABT .6 4 BYT 265
— 205,933 81,337 250,038 850,304
— — — {2,000 { 2.000)
404,115 — - —_ 404 115
4,382 115 208,833 513,586 44 054 5,845 688
- _— 251,833 a0E,7 79 ERE.812
- 10,933 119,987 207 484 338.404

{2,000

— 10,833 371,820 512,263 895,018
4,382 175 195,000 141,766 331,791 5,054,672
—_ 180,418 180,237 4 338,653

2,978,000




10— INVESTMENT ACCOUNTS

Al deposit accounts are for @ minimum period of one year. Investment deposils for
unlimited pericds are valid for one year and are automatically renewabla for the same paricd
unless the client notifies the Company 1o the contrary in writing at least thrae maonths before
the due date, Deposil and savings accounts give authority for investment 1o Kuwait financea
House K.5.C. and receive or bear such proparation of the profits or losses as the Directors

may determine at the end of each vear,

11 — ACCOUNTS PAYABLE AND ACCRUALS 1982 1981
KD KD

Trade payables 21,468,574 14,958,550
Advances from real estate customers 3107328 4,441 080
Accrued expenses 924 810 527 622
258,570,712 19,925,232

12 — DEPOSITORS’ SHARE OF NET PROFIT 1982 1981
KD KD

32,912,250

19,000,000

The above amounts are based on the Board's recomrmendation for payment at the following

rates:
1982 1981
Savings accounts &.0% 9%
Deposil accounts - limited pericd 1.655% 12%
Ceposit accounts - unlimited periad 12,0 Y 131/ %
13 — SHARE CAPITAL 1982 1981
KD KD
Authorised and issued 15,000,000
(1981 - 9,843, 840) shares of KD 1 each 15,000,000 9,843 840
Subscribed, allotted and fully pad

14,961,019

9,567,730

During the vear the authorised share capital was increased by 5,156,160 shares 1o KD

15,000,000, The increase comprised 2,853 152 bonus shares and a blance of 2,203,008
snares which were issued for cash at a2 premium of KD 2 per share of which 38,981 were nat
asubscrinad for. The paermium arizing has been credited to statulory reserve,
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14 — STATUTORY RESERVE

Bzlance af beginning of year
Pramium on issue of shares
Transfer for year

Balance &t end of year

1982
K.D.
3.8vs. T2
4,328,054
4,589,150

12,790,976

1981
K.D.

1,369,247

2,504,525

3,873,772

In accordance with the Law of Commercial Companies and the Company's Articles of
Aszociation, 10% of the net profit for the year has been transferred o statutory resarde.

The premium arising from the issue of shares is not distributable. Distribution of the
balance of the statutory is limited to the amount requirec to enzble the payment of &
dividend of 5% of share capital in years when accumulated net profit is not sutticient for the

payment of a dividenc of that amount,

15— GENERAL RESERVE

Balance at beginning of yaar

Zakal paid during year

Bonus issue

Transier for year

Reserve accounts’ share of net profit (Note 17)

Froposed dividend (Mote 18]

Balance at end of year

1982
KD

4 647,881
(213.041)
(2,953,152}
4. 5849 150
1 306,694

4898 65

7,876,183

1981
KD

1,434,284
(70,088
2,504,525
410,016
389,144

4,647,881

In accordance with the Company's Articles of Association, 10% of the net profit for the

year nas been transferred to general reserve. thare are no restrictions on 1ne distribution of

this reserve.
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16 — KUWAIT FOUNDATION FOR ADVANCEMENT OF SCIENCE

Frovision for contribution to KFAS has been calculated as follows:

Met profit for yvear

Less: Transler 1o stalulory reserve

Depositors” share of net profil

Income on which KFAS is pavabla

Contribution at 5%

17 — RESERVE ACCOUNTS® SHARE OF NET PROFIT

1982 1981

KD KD

45,801 502 25,045,246
4,589 150 2,504,525
32912250 19,000,000

37,501,400

8.390.102

21,504,525

3,540,721

419,505

177,036

Since the statutory reserve and general reserve balances together with the share capital

are parl of the invested funds, they are entitled to a share of the net profit for the year

calculated at the same rate applied to share capital. This share is included in gereral

resere,

18 — PROPOSED DIVIDEND

The share capital’s share of the net protit for the yvear has been calculated at the rate of

13.333% (1981 15.0%) as follows:

n paig-up capital

Fransfer 1o general reserve (Note 15)

1982 1981

KD KD

1,984 753 369,144
498,651 369,144
1,496,102 —

The board of directors is recommending to the general assembly to pay a cash dividend of

0% and lo transfer the excess to general reserve.
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19 — CONTINGENT LIABILITIES

At 31 December 1982 there was a contingent liakility in respect of unpaid capgital in
associated companies amounting to KD 787,180 {19871 KO 373,280}

20 — CAPITAL COMMITMENTS

Thne directors have authorised future capital expenditure not provided for in these
tinancial slatements amounting to KD 25,000,000 (1981-KD 22,500,000).

21 — COMPARATIVE FIGURES

Certain of the 19871 comparalive figures have besn reslaled o conform with current
yaar's presentation.
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