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Kuwait Finance House Branches

1- Jahra Branch:
Jahra, Bebined Jabs Coqop,

=g

Tel: 4775325 - 4775326 - 4775327

2- Rigah Branch:
Ricpuh, SNear Rugalh Co-op,
Tl 399 15H2 3001583 - 3941984

3- Sharq Branch:

shinreg, Agool Roundabone, Abddelrabiman
Ad Radied Building

Tel: 2426311 - 2426550 - 24205149

4- Fahaheel Branch:
Faluilweel, Dbl s S0
Tol 3911900 - 395400 - 391 19~

5- Farwaniya Branch:
Farwamiva, Sixth Ring Reoed,
crcir Public Flonsing Autbaority
Teel 4740053 - 47400354 - 47401057

0- Failaka Branch:

Fonllan, Failkar st Alimed Rabie Building
Tel: 2727 - 2700265 - 2791805 - 2791509
7- Faiha Branch:

Favili, Bl Coop,

Teel: 252007240 - 2520075 - 2520176 - 2520168

8- Salmiya Branch:
Salmiva, Salmivie Cosap.
Tel: 5724350 - 972459306 - 9724050 - 5722449

9- Hawally Branch:
sty Bueirun s, Mubrak Al Hisaa Boildong
Tel: 2004143 - 2044102

10- Ministries Complex Branch:
Ministres Comples Building,
Tel: 24302035 - 2439170

11- Al Muthanna Complex Branch:
Al Muchinoa Compdess Fahed Al Saleo S
Tl 20 LY - 20 L4009 (Six Lines)

12- Al Sheib Branch:

Al shweth, Mewr Shety Coeap

Tel: 2610439 - 2al0450 - 20 10562
Faloao] o 200007 2o e

13. Al-Ardhiya Branch:
Al-Ardbiva Cosop
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Ye who

believe! Fear,
and give up what
remains of your demand
for usury, if ye are indeed
believers. If ye do it net, take
notice of war from Allah and
His Apostle: but if ye turn back, ye !
shall have your capital sums: deal not 1
unjustly, and ye shall not be dealt with unjustly.
If the debtor is in a difficulty, grant him
time till it is easy for him to repay.
But if ye remit it by way of
charity, that is best
for you if ve
only knew.

“Verses from 278

- Al-Bagara”
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THE STATEMENT OF THE

CHAIRMAN OF THE BOARD OF DIRECTORS

In the name of Allah, the mosi
Giracious, the most Merciful

Praise be to Allah; blessings
and peace be upon the master of
the Messengers ( Prophets) our
Prophet Mohammad and wpon
his family and companions:

Diear Shareholders,

It is the pleasure of the Board
of Directors to welcome you
warmly and to provide vou with
the ninth annual report of 1986
including the balance sheet and
the profit and loss accounts.

Dear Brothers,

Kuwait is still suffering from
the aftermath of the 1982 stock
exchange crisis. The crisis of the
debts of banks became so severe
that Kuwait Central Bank began
ta settle the difficult debts
through the program of settling

the difficult credit facilities for
which the Government
undertook to maintain the safety
of the financial positions of the
Kuwaiti banks and to protect the
national economy.

The decline in oil price has
adversely affected the local
ceomomy and the Gulf war, now
in its seventh year is still causing
an economic and psychological
drain.

In view of these developments,
Kuwait Finance House has
adopted a new strategy which
aims to achieve the following:

L. Increase and stablize income
and control expenses and
Provisions,

2. More concentration on
consumer finance for durables
and residential plots,

3. Adoption of a flexible
decentnlized approach in
decision-making.

4. Restructuring of asseis by
diversification into higher
income generating asscts,
expansion of international trade
finance and other banking- and
investment activities with an
atempt to open a branch in
Turkey.

5. Exploring long term sources
of funds and development of
suitable instruments,

During 1986, some good
progress has been made inspite
of the prevailing circumstances,
These achievements were as
follows:-

Grateway of Banking Hall At H.0),




Auto. Teller Machine

L. Dept, Operations By Commadity

B 0b 23 582 - Foodsinfls

b 0b 12450 554 - Others

Kb 5 B8 500 - Tesdiles

k00 2,632,562 - Electronics

B 10 1.0 19,200 - Construction vaterials

First: Banking Scctor:
ab Operations Department

1. A number of Automatic
Teller Machines began operating
o serve the clients and
customers on 16th November,
1956, The other Automatic
Teller Machines will be operated
in 1987, (bringing the total to ten
machines), This service will be
extended to include savings
dccounts.

2. The service of hiring safesin
the headguarters began from 1=t
November, 1986 to keep
valuables and jewellery, There

are three thousand safes. some of

which are allocated tor women,

3. The first stage of the
integrated banking system is
complete and itis under
implementation.

4, There are other new services
under development. such as the
current accounts services. the
investmental deposit account in
[oreign currencies and the credit
cards services.

5. Kuwwall Finance House
continued extending its branches
network, Three new branches
were opencd: Al Muthanna
Complex branch, Al Shich
branch and Al Ardiva branch.
Three new buildings for branches
were completed and delivered at
Salmiya, Fahaheel and Riqogah.
There are other branches under
completion,

b1 Letters of Credit
Department.

1. A section for Murabah sales
was established W insure the
proper application of the sharia
and to provide accurate
information about exporters and
the waorld market Tor
commaodities.

2. KFH participated inan
international organization
affiliated to the International
Chamber of Commerce to
sifepuard against piracy &
marine frid,

3 A contract was signed with
i French technical inspection

company to inspect purchased
gonds to insure that the goods
conform with the purchase
conditions and to supervise 1ts
packing before beig shipped.
Total ordinary credits and
Murabaha Credis in 19U56G
amounted to 455 million dinars.
The most important commodities
financed were foodstuffs
Al.6% . textiles 11, 7% . electronic
equipments 5.8%, . construction
malernals 3.6% and other
commaodities 27, 3%,

) Credit Pepartment

Inorder to attract more
customers and clients o increasc
the invested funds through the
Bunking Scctor, the Department
continued its policy of
geographical cxpansion, Two
oflices for Credit facilities were
opened in Hawalli Branch and
Salmiva Branch in addition to
the one in Fahaheel branch.
There will be an accounts
manager for the credit facilities
ol the branch,




Second: Trading Sector:

The most important
achievements of the Trading
Department in 1986 were:

l. Al Muthanna Electronic
Centre was opened in al
Multhanna complex, It occupics
an area of 30K sg. metre., It is
the first of its kind in Kuwait. 1t
includes the most Fmous
electrical and electronic
equipments in addition to a new
branch for the Murabaha section

2. A new branch was opened in
Fahaheel which includes cars
showrooms, the Safwa Market
and the Murabaha Office to

serve the people in the tenth arca,

3. Sales through Murabaha
system inereased from K14
million in 1985 to K131 3 million
in 1986: the increase being about
4. r!__:'l_

4. The car seetion introduced
the services of exchanging used
cars and this service brought 4
boost in acvities.

3. The Department began
collection of receivables by using
the computer system. The
department also participated in
several local specialised
exhihitions.
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Third: Real Estate Sector: c) Branches of Sabhan, Rigqa, May, 1986 and it is expected to
A1C sd B0l { Ardiva and Al Muthanna be completed in September,
K;wai[t}l]!‘li?::rt\cc F{g:::’:m 2 Complex were completed. 1987 The cost is KD.738 823.
! ; ildings in Khaits sl
) The new He r d) Safwa Super Market was Il-(“‘,.r[}u Ib"ﬁ;]:J]EIJrI.JEHII::ll |::x:e:ft1|fg;i
. e new Headquarters was completed for the Trading buildings in Abu Halifa cost
completed and moved to by mid ; ; Julldings in Abu Halila cos
f 1986 Depm‘tment. It includes an KD, 600 (0.
. ’ underground floor, a ground :
b) All the commercial buildings floor and a mazzanine floor. 3. Projects to be conducted in
inside Kuwait city were 1987.
completed and handed over to 2. Projects under construction -
the Real Estate Maintenance and Commercial residential complex
Management Department, in Hawalli area which began in
No. Area Type of Project Cost KD E“P“;E;E?ﬂ;*ﬂﬂl;'“““” | [—
1. | Kuwait City 7 commercial & Investment 4,105,930 2,570,000
buildings & a tower
2. | Hawalli 7 commercial & Investment 2045000 1,530,000
buildings
3. | Al Farwaniya 15 comm. & Investment 3,600,000 2 850,000 |
& Jaleeb Shuyukh buildings
4. | Khaldiya. Four branches 150,000 150.000
Failaka & Shuwaikh
Total 9,900,930 7,100, (M)

B- Projects for others:

1. As aresult of the present
economic situation, the
department is preparing studies
to evaluate the previous
requirements in order to conduct
projects for others to facilitate
better services for investors,

2. The department is co-
operating with the Supreme
Housing Council to participate in
the solution of the housing
problem. Kuwait Finance House
i5 to undertake the construction
of not less than 200 houses in
Al-Qurain project as the first
allocation which will cost about :
KD. 10 million. Rigga Branch
3. Total committment for Sabhun Branch
projects for others is

KI3.1,500,000 of which the share
of 1987 will be KD 600,000, =

h
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Fourth: Financial & 2
Administrative Sector.

1. Financial Control
Department.

a) Developing the activities of
the organization through

1. Classifying the assets into
short or medium or long term
types and evaluating them.
Evaluating the performance of
credit facilities and the
operational efficiency of Al-

~ Muthana Complex.

2. Preparation of a study on a
special package for Int'l trade
finance regarding average
profitability. Besides special
reports were designed for real
estate portfolios.

3. Collaboration with the budget
committee in the preparation of
1987 budget. The new budgeting
system has established profit and
services centres in which the
objective, revenues and expenses
of vach department were spelt
oul

To insure a closer monitoring
of the budget, management
accounting and reporting systems
have been substantially
developed and improved.

b) Improvement of the overall
accounting procedures by
adoption of the integrated
banking system which realizes
the automation of all banking
services together with special
programmes for the automatic
teller machines system, the
shares registeration and transfer
system and the system for inter
branch depositing and
withdrawal.

¢} New Achievements:

Introduction of a system for
maintaining a computerized
record of foreign currencies
accounts. This system has
already been developed and is to
be implemented in 1987,

1044
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2. Personnel and Training
Department:

a) Personnel:

1) The total number of
emplovees amounted to 1044,
including staff, security guards
and messengers.

2) To cope with the expansion
and diversification of activities
the organization structure is
being reviewed. Moreover, a
study was conducted on the
organmizational environment.

3) The Department made a new
system for preparing a budget for
the work force in order to have
information on the actual cost of
cach department.

\ .
O k%c\‘&
-
1982 1983 1984 1985 1986
Total Number of
Employees During

b} Training Activities;

Kuwait Finance House
continued its policy for
improving the level of
performance of the emplovees
through intensified training.
There were 71 training programs
and seminars; the participants
were 512 compared to 45
programs with 427 participants in
1985. Raising the efficiency of
training is a basic means Lo
increase the effectiveness of the
present employee and hence
reducing new appointments.

ZLakat & Charities Fund
A, Revenues:

a) Revenues in 1986 were
K. [>.305,555/-. These revenues
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added to those since 1979
brought the total revenues to
K22, 495 K08

by Expenditure:

Expenditure in 146 wis
KD 350, This added to
expenditures since 19749 brought
the total to K13 2451610, The
expenditure was distributed to
the appropriate beneliciaries 381
people pot zakat in 1986 which
raised the number to 2463 since
the introduction of this fund in
1979,

Qard Hassan Commitice

Kuwait Finance House
continued to grant Oard Hassan
(benevolent loans) in accordance
with the set rules and priorities
made by the decision of the
committee concerned. Total such
loans granted from 1980 up to
the end of 1986 amount to
KD 9620091 for a9 beneliciarics.

o | F H. Foothall Team (Cup Winner of 1986 Competition of Banks™ Faothall Teamsi

FAE Lie




Fifth: Planning & Follow-up
Sector - Information
Department:

In line with Kuwait Finance
House stress on the importance
of the positive role of
information. a special
department for information was
established. “Al-Noor™
magazine is still continuing its
success, It increased its presence
abroad through increased
reports. And locally, it receives
more and more advertisements
from local firms and institutions,

The activities of the
Information Department will be
prominent in Y87 through a
well-planned programme.

A Memorial
uf The Sih
[slamic
Summil
Conferenee

An interview with the Mgr. of Bahrain Science Centre




Sixth: The International Sector: for Algeria. The first was 25 [Mnars profit from International
F million dollars for one year and 6 Murabaha in foreign currencies,
The I'?"iﬁl ment .”“'“"””"‘”” months, The other was 40 million It alsoachieved other profits

through The Islamic Develop- dollars for one year. It also through International

ment Bank financed two achieved more -lh:ln 2 million Murabaha,

purchases of industrial materials

e L B e - L s e NN s T e T e
Total Assets during 6 Years
351,134 058

568,718,929 700 042 258 845,754,430 803,956,911 861,817,427
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Dear Sharcholders:

The financial results at the end
of December 1986 show that the
total balance sheet was
KD.E86,934,791 while assels
were KD 861,817,427,

Current accounts and

invesiment accounts were
KD.758,817,697 while they were
KD.724 439 208 in 1985. the
increase was KD 34 378 480,
Shareholders equity rose hy
KD.2.239 695 to KD, 38, 138804
at the end ol 1986,

Total revenues were
KD .31.240.375 and after the
deduction of expenses and the
different allocations which were
KD. 10,675,507 profits amounted
to KD .20, 564 868,

Profits were distributed to the
investment depositors according
to the following percentages:

Main Lobby at Head Office

Open time Deposits at the rate
of5.25%

Fixed time Deposits at the rate
ofd.66%

Savings Accounts at the rate
of 3.5%

The board recommended to
the General Assembly the
distribution of bonus shares at
the rate of 12.5% to the
sharcholders repistered on 31st
Dec, 1986.

Finally, dear brothers,

We thank Allah for leading
our steps to achieve this result in
spite of the unsuitable
circumstances,

We express our thanks to His
Highness the Emir Shaikh Jaber
Al Ahmad Al Sabah and the
Crown Prince, the Prime
Mimister Shaikh Saad Abdullah
Al Sabah and the Government

15

for supporting this institution as
they are doing to the other
national institutions.

I also thank my colleagues the
members of the Board and 1 have
Lo praise the efforts that the
employees exerted especially
that of the General Manager for
his great efforts and continuous
hard work,

[ also thank all the
shareholders, the investors and
the customers and clients for
their encouragement and piving
every supyprort o this
organmzation which made them
teel that their investments are in
pood hands.

We pray to Allah 1o lead us on
the steps He likes us to follow
and to help us to bring welfare
tor Islam and Muslims.

Ahmad Bazie Al Yaseen
Chairman
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7 February 1987

Report Of Fatwa & Sharia’a
Supervisory Authority

By following up the performance of Kuwait Finance
House during 1986, we certify that all its activities were

practiced in compliance with Islamic Sharia’a, and no
violation have occured, to the best of our knowledge.

Signed

Sheikh/Badr A. Abdul-Basit Dr. Abdul-Sattar Abu Ghuddah Dr. Khalid Al-Mathkour

- A



AUDITORS’ REPORT TO THE SHAREHOLDERS OF

KUWAIT FINANCE HOUSE K.S.C.

We have examined the
financial statements of Kuwait

Finance House K.S.C. set out on
pages 18 to 26, Our examination
was made in accordance with
internationally aceepted auditing
standards and accordingly
included such tests of the
accounting recerds and such
other auditing procedures aswe
considered ne:::essar}r

ne [y purpose of our
examination.

The financial statements have
been prepared on the basis set
out in Note 2,

On this basis, in our opinion,
the financial statements present a
fair view of the financial position

‘of the Company at 31 December
1986 and of the results of its
operations for the year then
ended in accordance with the
principles of Islamic Sharia and
comply with the Law of
Commercial Companies and the
Company’s Articles of
Association. Also, inour opinion
proper books of account have
been kept, an inventory was duly
carried out and the contents of
the Directors’ Report relating to
the financial statements are in
Bt agreement with the books of the

i Company. To the best of our

knowledge and belief no
violations of the Law or of the

Articles having a material

adverse effect on the business of
the Company or its financial
position have occurred during
the year,

IMAD M. AL-AIBAN
LA NO. 65 A | |

i
g




.. BALANCESHEET
AT 31 DECEMBER 1986

1986 1985
Note KD KD
ASSETS EMPLOYED
Cash and balances with banks - ; . 44,071,246 68,244,786
Deposits with other financial institutions . / 40,005, 840 12,965 B
Murabaha accounts receivable on foreign trade -

Islamic financial Tns__,titutinms i \ 4 10,500,174 9636456
Accounts receivable and prepayvments : N_fﬁ_m : 210,620 874 167,861 632
Inventories 2,052,767 =10 402
Medium term accounts receivable 75,403,550 68,772,367
Trading invesiments in property B 393,433 544 373,376,949
Construction work in progress 9 33,788,219 51.140.663
Investment in Al-Muthanna complex 1] 29.161,145 29,241,306
Other investments 11 3.KR9. 370 6,122,591
Property, plant and equipment i 18590, 698 15 719,953
TOTAL ASSETS Bl 817,427 803,956,911
Liability of customers for letters of credit, :

acceptances and guarantees 25,117,364 27.677.181

886,934,791 831,634,092

AHMAD BAZIE AL-YASEEN
Chairman




FUNDS EMPLOYED

LIABILITIES
Current and investment accounts 1;’:; T5H.817.647 724,439 208
Deposits from other financial institutions _ 35,115,138 9 68416
Accounts pavable and accruals o l# L1.943,Tux 18,069,178
Depositors’ share of net profit 15 ™ L7 B0 1,990 15,861,000
TOTAL LIABILITIES 823.678.623 768,057,802
SHAREHOLDERS’ EQUITY
8hare capital 17 20,571,400 18,701,274
Statutory reserve (including share
premium KD 4 328 (154) 18 14,613,754 13.678.691
General reserve 149 382,224 1,649 017
Proposed bonus shares 22 2,371,425 1"870,127
I_IOTAL SHAREHOLDERS® EQUITY 38,138,804 35,899, 14
TOTAL LIABILITIES AND SHAREHOLDERS® EQUITY 861,817,427 803,956,911
Letters of credit, acceptances and guarantees
on behalf of customers 25,017,304 27.677.181
HR6,934, 701 831,634,002

The attached notes 1 to 22 form part of these financial statements,

%
o
-W&N‘-_J\BDULAZIZ AL-BAHAR
! General Manager

H

BADER ABDULMOHSEN AL-MUKHAIZEM
Managing Director



STATEMENTS OF INCOMEAND RETAINED EARNINGS
YEAR ENDED 31 DECEMBER 1986

. 1986 1985
Note KD KD
INCOME
Met income from hankin%operatinnﬂ " T.664 110 13,798,099
Met income from property, commercial
and construction operations 8,645,855 8,538,827
Met rental income 4,616,262 3,598,080
Other income 314,257 759,282
TOTAL INCOME 31,240,375 26,694,288
EXPENSES AND PROVISIONS
General and adm'mistratimj?expenses 9,642 830 7,715,801
Provision for losses of subsidiary company 221,677 210,524
Provision for decline in value of
other investments 11 11,0000 —
Provision for bad and doubtful
credit facilities —- 647 B8
L0675,507 9,174,173
NET ]fRI‘JFIT FOR THE YEAR 2 20,564,868 17,520,115

—
STATEMENT OF RETAINED EARNINGS

m=¢

Net profit for the year 20,564,868 17,520,115
Transfer from general reserve 19 LERRLLY 343,967
21,439 568 17,864,082
_
APPROPRIATIONS
Transfer to statutory reserve 18 935,063 —
Contribution to Kuwait Foundation for the
Advancement of Sciences 20 91,390) 82,955
Directors' fees 03,0600 S0, 000
Depositors’ share of net profit 15 17,801,990 15,861,000
Proposed bonus shares 22 2571425 1.870,127
21,439 868 17,864,082

The atached notes 1 to 22 form part of these financial statements,



NOTES TO THE FINANCIAL STATEMENTS
JI DECEMBER 1986

a)

b}

c}

d)

.E]

ACTIVITIES

Kuwait Finance House K.S.C. s a limited liability share company incorporated in Kuwait and is
registered as a bank with the Central Bank of Kuwait.

The principal activities of the company include the provision of banking services, the purchase and
sale of property and other trading activities including project construction for its own accaunt as well
as for third parties. Sales may take various forms including cash, eredit and murabaha sales
(purchasing of raw materials, goods or equipment and selling them at an agreed negotiated profit
margin}. It also includes joint venture business with third parties,

All activities are conducted in accordance with the teachings of Istam without practising usury.

PRESENTATION OF FINANCIAL STATEMENTS

At 31 December 1986 there was a shortfall between provisions held and an estimate of those
required in respect of decline in the value of trading investments in property and doubtful credit
facilities which resulted from trading and banking activities. It is intended that the shortfall will be
covered out of future years' earnings.

The General Investment Authority, on behalf of the Ministry of Finance, Kuwait, has guaranteed
the financial position of the company and has under taken to ensure that the shortfall shall not result
in a reduction in the level of the shareholders’ equity disclosed in the company’s financial statements
at 31 December 1985. The financial statements have been prepared on this basis.

SIGNIFICANT ACCOUNTING POLICIES

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

Income recognition

Profits and losses arising from all sales, including long term credit sales, are taken to income in full
when the sale is made in accordance with principles of Islamic Sharia.

Rental income is recognised on a time proportion basis,

Foreign currencies

Foreign currency transactions are recorded in Kuwaiti dinars at the rates of exchange prevailing at the
time of the transactions. Assets and habilities in foreign currency at the balance sheet date are
translated at the year end rates of exchange. Exchange differences are reported as part of the results
for the year.

Depreciation
Freehold land is not depreciated. The cost of other property, plant and equipment is expensed over
the estimated useful lives of the assets.

The cost less estimated residual value of Al-Muthanna complex is expensed over the initial lease
period.

Trading investments in property
Trading investments in property are carried at cost less available provisions, At 31 December 1985
they were carried at the lower of cost and market value on an aggregate basis.

Affiliated and subsidiary companies and joint ventures.
Investment in subsidiary company is carried at cost less provision for accumulated losses in the
investee company.

Investments in affiliated companies are carried at cost less provision for permanent diminution in
value. Investments in joint ventures are carried at the lower of cost and net realisable value.



o

h)

i)

4

Inventories

Inventories are valued at the lower of cost and net realisable value after making due allowance for
any obsolete or slow moving items. Cost is determined on a specific identification basis for motor
vehieles and on a first-in first-out basis for other inventory items.

Accounts receivable

Accounts receivable from customers are stated in the balance sheet under appropriate headings less
available provisions for doubtful accounts receivable. Medium term accounts receivable represent
amounts due twelve months or more after the balance sheet date.

Employees® terminal benefits
Provision is made for amounts payable under the
accumulated periods of service at the balance s

s p
MURABAHA ACCOUNTS RECEIVAB N FOREIGN TRADE -
ISLAMIC FINANCIAL INSTITUTI

The Murabaha contracts are made through Islaml?‘ﬁnancml institutions (which act in the capacity of
agents of the company) in order te provide trade finance for certain Islamic countries.

5 ACCOUNTS RECEIVABLE AND PREPAYMENTS
1986 1985
KD KD
Advances to customers against letters
of credit and Murabaha contracts 22,030,407 25,402,858
Murabaha accounts receivable from
international financial institutions 39,077,183 96.651,269
Trade receéivables 536,131,978 53,994 672
Other receivables 4,216,946 2. 375076
Prepaid expenses 676,250 340,509
222,132,764 178,764 384
Less: Provision for doubtiul accounts 11,511,891 10,902,752
210,620,874 167,861,632
The trade receivables include KD 30,973,309 (1985 KD 34,.563,521) arising from property sales.
Murabaha accounts receivable due from international financial institutions are guaranteed by
international banks,
6 INVENTORIES
1986 1985
KD KD
Motor vehicles, net of provision 1,214,504 294,250
Murabaha stock — 306,147
Foodstuffs 431,494 171,136
Spare parts 38,646 38.869
Goods in transit 368,118 -
2,052,767 810,402

MEDIUM TERM ACCOUNTS RECEIVABLE

This amount includes KD 6,467 048 (1985 KD 6,598,275) arising from property sales, It also includes
KD 54,157,015 (1985 KD 48,000,155} arising from Murabaha transactions. which are guaranteed by
international banks,



8 TRADING ?_I.NvESTh[ENTS IN PROPERTY

1986 1985

KD KD
Residential - 74,007,246 79,504,488
Commercial investments and stores 149 329 324 146.831,1
South Surra land S6,092,725

Large lands
Land and buildings. less provision for depreciation

19,011,701
82,322,132

Ly.= [ .
42 263,313

Under expropriation 27.789,664 50,084,626
Land and buildings outside Kuwait 13,052,270 fl,ﬁgﬁ.ﬁ!ﬂ
421,605,062 403 882,20
Less: Provision for decling in value {Note 16) 2B, 171518 30505341
393,433,544 373,376,949
—t
9 CONSTRUCTION WORK IN PROGRESS
1986 1985
KD KD
Cost of land under development 32.361.157 41,456,626
Payments 1,427 062 9. 684 037
33,788,219 51,144,663
10 INVESTMENT IN AL-MUTHANNA COMPLEX
1986 1985
KD KD
Cost of the complex 29,839,311 29,241,306
Less: Depreciation 67H, 166 —
g 29,161,145 29‘,3_&_],3%

Al-Muthanna complex and any revenue generated therefrom belong only to the shareholders of the

cOmpany.

- 11 OTHER INVESTMENTS

1986 1985
KD KD
(i) Affiliated companies 3.860.915 3.517,308
Less: Provision for decline in value 811,000 —
349 915 3.517.308
{ii) Subsidiary company:
- investment L.1o0,524 [.160,524
- current account -— 1,374 018
1,160,524 2,534 542
Less: Provision for losses 3ol 524 #10,524
: 800,000 1,724,018
{iii) Revenue earning assets — 1,185,717
Less: Accumulated depreciation = 343,907
— 841,810
{iv) Joint ventures in commercial activities 107,455 107,455
Less: Provision for anticipated losses 68.000 68,000
39.455 39,455
3,889,370

ﬁ,mia’ 1
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The affiliated companies are Islamic institutions incorporated outside Kuwait and the company’s
holdings vary from 0.2% to 200% of their capital.

The investment in the subsidiary company is represented by 100%% of the shares of International
Turnkey Systems Company K.5.C. (Closed). The financial statements of the subsidiary company
have not been consolidated with those of the company for the following reasons:

a) The activities of the subsidiary company are dissimilar from those of the company.

h) The net assets of the subsidiary company are immaterial in relation to those of the company and
their non-consolidation has therefore no matenﬁ*a’ffect on these financial statements,

12 PROPERTY, PLANT AND EQUIPMENT :
The estimated useful lives of the assets for dapre_gi,aﬁﬁﬁ purposes are as follows:

Buildings on freehold land 7-30 years
Leasehold property 20 years or lease period whichever is shorter
Furniture and fittings 3 wears
Plant and equipment 3 yedrs
Motor vehicles 3 vears
Furni- Plant,
Lease- ture  equipment
Freehold property hold and and motor
Head Office Others property fittings vehicles Total
KD KD KD KD KD KD
Cost:
At 31 December 1985 12,259,188 2,771,831 375,373 BON652 1,448,886  17.656,930
Additions during year 1,834,279 — 762,972 230,380 1,292,658 4,140,289
Cost of disposals - — — {102,867} (77,093) (179.964)
At 31 December 1986 14,113,467 2,771,831 1,138,345 920,165 2,664,451 21,617,259
Depreciation:
At 31 December 1985 — 101,543 54,739 614,811 1,105,864 1,876,977
Charge for year 166,650 30,000 93,1549 188,853 511,205 9RO BT
Relating to disposals - — — (90,489) (49,794) (140.283)
At 31 December 1986 166,650 131,543 147,918 713,175 1,567,275 2,726,561
Net book amounts:
At 31 December 1986 13,946,817 2,640,288 994,427 215,990 1.097,176 18,890,698
At 31 December 1985 12,259,188 2,670,288 320,614 186,841 33,022 15,779,953
13 CURRENT AND INVESTMENT ACCOUNTS
1986 1985
KD KD
Current accounts 133,440,627 123,379,064
Investment and non-investment savings accounts 428,750,114 411,236,002
Investment deposits for limited period U8.662 102,823
Investment deposits for unlimited period 196,528,294 189,721 3149
758,817,697 724,439,208

The current accounts are deposits payable on demand. The customers are not entitled to any profits
and do not bear any losses. The company guarantees to pay the balance on demand. From the Islamic
point of view, current accounts are interest free loans (Qard Hassan) from the customer to the

3 company.



Investment deposits for limited period are valid for one vear. Investment deposits for unlimited
period are valid for one year, and are automatically renewable for the same period unless the
customer gives written notice to the contrary at least three months before the due date.

I all cases the investment acgounts receive or bear such proportion of the related profits or losses as
the directors may determine based on the results earned at the end of the financial year,

14 ACCOUNTS PAYABLE AND ACCRUALS
1986 1985
KD KD
Trade payables 4 459,315 4,455,238
Other payables 5,124 505 11,963,026
Accrued expenses _ 2,359,978 1,650,914
11,943,798 18,069,178

15
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DEPOSITORS’ SHARE OF NET PROFIT

The share of the depositors in the net profit has been calculated at the following rates as determined
by the Board:

195G 1985
Investment savings accounts 3.5% 2.660%
Investment deposit accounts - limited period 4_66"% 3.55%
Investment deposit accounts - unlimited period 5.25% 4.00%,
16 PROVISION FOR DECLINE IN VALUE OF TRADING
INVESTMENTS IN PROPERTY (NOTE 8)
1986 1985
KD KD
Balance at beginning of the year 30,505,341 £.435,59]
Transfer from extraordinary provision
for contingencies 24,069, 75()
30,505,341 30,505,341
Less: Utilisation of provision against
property sold during the vear 2,333,823 -
Balance at end of the vear = 28,171,518 30,505,341
17 SHARE CAPITAL
1986 1985
KD KD
Authorised 20,625,000 (1985 - 18,750,000)
shares of KD 1 each 20,625,000 8. 750,000
Subscribed and allotted 20,571 .401 (1985 -
18,701,274) shares of KD 1 each 20,571,401 18,701,274
At 31 December 1986 there were 53,599 shares which were not subscribed for following a rights issue
in 1982,
18 STATUTORY RESERVE

1*;:1 accordance with the Law of Commercial Companies and the Company’s Articles of Association,

an amount of KD 935,063 has been transferred to the statutory reserve to bring the total balance to
S0% of the share capital



%
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Distribution of the reserve is limited to the amount required to enable payment of a dividend of 5%
of share capital in vears when accumulated profits are not sufficient for the payment of a dividend of
that amount,

19 GENERAL RESERVE
1986 1985
KD Ky
Balance at beginning of the vear 1,649,017 12,394 821
Zakat paid during the year L e (401,837)
Proposed bonus shares (Note 22) il e - (343,967}
Transfer to retained earnings A oy (B75,000)

e

20

Balance at end of the year iy _,,&*-’"'w 382,224 1,649,017
e ——— — #

-cﬁ"%"‘*‘

In accordance with the Company's Articles of _M‘ciaﬁon the directors have proposed not to transfer
10% of net profit to general reserve this yedr. There are no restrictions on the di_itﬁhuiiun of this
reserve.

CONTRIBUTION TO KUWAIT FOUNDATION FOR THE
ADVANCEMENT OF SCIENCES (KFAS)

The provision for contribution to KFAS has been calculated as follows

1956 1985
KD KD
Met profit for the year 20,564 868 720,115
Less: Depositors” share of net profit (17.801,990) (15,861,000}
Transfer to statutory reserve (935,063) s
Income on which KFAS is payable 1,827,815 1.659,115
Contribution at 3% 91,390 82,955
_— —_— —
21 NET PROFIT ATTRIBUTABLE TO RESERVE ACCOUNTS
As the statutory reserve and general reserve balances (together with the share capital) represent part
of the funds invested, they are entitled to a share of the net profit for the year calculated at the rate
attributable to share capital. This share of net profit is calculated on the reserve balances at the end of
each year.
22 PROPOSED BONUS SHARES
The share of net profit for the year attributable to share capital has been determined by the Board at
the rate of 5.834% (19485 - 4.44%) which amounts to KD 1.200,136 (1985 - KD 830,337).
The Board of Directors proposes a bonus issue of 12.5 percent (1985 - 10 percent) of share capital as
shown below:
1986 1985
KD KD
 Profit attributable to share capital 1,200,136 430,337
~ Profit attributable to reserve accounts (Note 21) 871,361 695,823
Transfer from general reserve (Note 19) - 343 967
}Jet profit from Al-Muthanna complex 499,928 -
Proposed bonus shares ; : 2,571,425 1,32_ 127



Head OIf,
Al Muthanna

Ministries Complex
Al Khaldiya
Al Shuwaikh

Al-Jahra ﬁ!

Al Aardhiva

Al-Farwaniya
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