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BRANCHES OF KUWAIT FINANCE HOUSE. (§e85=d) J 090 315 £ 949

1

Jahra Branch:
Jahira, Behind Jahra Co-op.
Tcl: 173325 - 773326 - 775327

Rigah Branch:
Rigal, MNear Rigah Co-op.
Tel: 3941582 - ZU41583 - 304 584

=harg Branch:

Sharg. Agool Roundabout, Abdelrahman
Al Raler Building

Telz 2426511 - 2420534 - 2426514

Fuhaheel Branch:
Fuhaheel, Dabhous St
Tel: 3911904 - 39 3400 - 30 j997

Farwuniva Branch:

Farwaniya, Sixth Ring Road,
Mear Public Hoosing Authoricy
Tel: 740033 - 7460354 - 746057

Failka Branch:
Failka, Failks 510 Ahmed Babie Building
Tel TW26T - TR0 - TOIRDS - TOIE09

IFaiha Branch:
Faiha, Faiha Co-op
Tel: 23200174 - 23200175 - 2520076 - 2520168

Salmiva Branch:
Salmiva. Salmiva Co-op,
Tel: 5724530 - 5724958 - 572435356 - 5722489

Hawually Branch:
Havallyv, Beirut S, Mubarak Al Hasawi Building
Tel: 2644143 - 2644162

Ministrics Complex Branch:
Minstries Comples Building.
Tel: 2436203 - 2430175

Al Muthanna Complex Branch:
Al Muthanna Comples. Fahed Al Salem 51
Tel; 2414050 - 24140495 (K% Lines)

- Al Sheib Branch:

Al Sheil, Near Sheib Co-op.
Tel: 26104439 - Ia1042 - 2610541
2610562 - 2610607 - 2610608
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THE STATEMENT OF THE
CHAIRMAN OF THE BOARD OF DIRECTORS

In the name of Allah, Mosi
Grracious, Most Mereifild,

“Our Lord, lei nod our hearts
devigre now after Thow hav
gudded ns. But grant ws mercy

fram Thine own presence, far

Thew vt the Grantor of bouniies
withowt Measure ™

Praise be ro Allah, blessings
and peace be upon our Propher
Muolarmed and be wpan fis

Samily, Companions and
Sollowers.

[Dear Sharcholders,

[t is the pleasure of the Board
of Directors of Kuwait Finance
House 10 welcome you and
provide vou with the eighth
annual reporl ol 19835 including
the balance sheet and the profit
and lass accounts.

Since 1980 and upto now,
wars and conflicts in the Middle
East arca are causing a
continious drain on the
resources of the Islamic Nalon,
with direct negative eftects on
the economies of the states of
the Gull Co-operation Coungil,

Besides, the aftermath of the
1982 stock exchange crisis 15 still
adversely affecting the local
economy, This has been
exacerbated by impacts of
international economic recession
and the decline in o1l prices
which depressed o1l revenues of
OPEC members and adversely
affected their development
efforts,

The International debt crisis
has deepened further calling for
more efforts 10 reschedule these
debts after the failure of debtor
countries to pay for these debis
and aceured interest.

All these external and internal
difficulties have had ther

negative impacts on domestic
inslitutions with varying
magnitudes,

Kuwait Finance House, which
pursued a policy of caution and
investment diversification locally
andd abroad, was able o evade
risks and alleviate the impact of
these difficulties, and proceeded
in achieving its objectives in the
various flelds of activities as
detatled below:-

1. Banking Services:

Kuwait Finance House went
ahead in developing and
improving clients services by
introducing new lechnigues of
which some ure already
operational such as cash
collection from Co-operative
Societies for deposit into
accounls. (iher new lechnigues
will be introduced in the new
head ofMce of Kuwail Finance
House such as cash-point
services and rent safes for
private use.

L/C DEPARTMENT OPERATIONS
BY COMMODITY DURING 1985

39724

Electromic
101395 Appliances
Textiles

4144457
Orthers 41,7225
Foudstulfs

2722

Construction

Materials



Branches Metwork:

New cquipments (L5.C.) have
been installed in the four
branches of Sharg, Faiha,
Hawalli and Salmivah, thereby
vastly improving cashing
operalions. The in-car services
at Fatha branch has been
extended to be rom eight
Oclock in the mornming upto the
same hour in the evening.

Centres Tor credit facilities
have been opened al Fahaheel
and Hawalli branches 1o make
such services al gasy access o
the clients,

To exlend the branches
network, tour new Branches will
be opened during 1986 at cach
of Al-Muthana Complex,
Ardiyah, Shiab and Sabhan.

ELF.H. Branch (at Al-RMuthana)

Credit Operations:

In response 1o the marketing
programmes implemented by
the Credit Department, a large
number of ¢lients has been
eiven credit facilities and started
opening cash and Murabaha
documentary credits.

Correspondent Banks:

Kuwait Finance House
extended its correspondent
banks network abroad Lo cater
for the requirements of the
various departments and also in
response Lo requests by clients
o intensily relations with
efficient and Co-operating
correspondents. In this process,
all correspondent have been
revewied and evaluated and
relutions were discountinued

wilh those which did net show
reasonable Co-operation.

Real Estate Portfolios:

Three real estate portfolios
fullv subscribed were as
follows:-

The first portfolio including
21 real estates valued at
K9, 757 800~

The second porttolio
including 15 real estates valued
at KD 8,502,263/,

The third portfolo including
20 real estate valued al
KD 9,539 866/,

2. Real Estate Activities
and Projects.
Efforts were directed at
making best use of the land



holdings of Kuwait Finance
House. In line with indications
of market demand for
Commercial buildings in major
Centres such as Kuowail and
Heawalli, fve such buildings
were choosen and are now near
completion. The cost of these
buildings are as follows:

a)  The Commercial bulding in
Mubarak Al Kabeer Street,
Nineth Commercial area cost
Ko 480,000/ -

b} The Commercial building in
Mubarak Al Kaheer Strect in
Sawshir arex cosl K D:aS0.000,/-

¢} The Commercial building in
Al-Ililali Street cost KIx
236,000/

d) The Commercial building in - : — ;
Abdallah Mubarak Street cost : - - . = -
KD 276,000 : g 4

Ome of the buildings of Real Fstate

Portfolios in Jabriva . :
Salmiya Branch

¢)  The Commercial building in
Souk Al Mubarakiah cost
R0 160,000, -

In the field of design,
development and execution
inside and outside Kuwait, cight
buildings and complexes were
designed. In the Bibi Complex,
the air-conditioning cquipinents
were renewed and the tender
for the construction of an
additional tower has been
awarded.

In terms of execution,
branches at Shiab and Salmiyah
have been completed. Al
Muthana Complex has been
completed and 15 now being
successiully marketed. Other
Projects under execution are the
Head Office building which is
due for completion during this
! : vear. Branch buildings at
Ly [ j Sabhan, Rigga and Ardiyah are

. under construction.
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Al Muthana Complex

3. Trading Activities:-

[nspite of the depressed local
market, commercial aclivities
achieved higher profits in 1985
compared with 1984, In terms of
sales, 1985 car sales increased
by 117 over 1984 and
Murabaha sales increased by
79 The breakdown of
Murabaha Sales were as follows:-

454 - used cars

[§.4% - Furniture

(8% - Construction materials
6% - Clothing

12.6%, - Miscellaneous.

The foodstufls section
introduced new products in the
local market, the most
important items being meat
products,

4. International Investments:-
In order to improve returns

on chients funds, investment

portfolios were accepted for

e s s A

-u-m-"ll-«’-ﬂi

specific investment opportunitics
in international trade finance.

COne of the major trade
fmance packages during the
veur was the purchase of LSS
20 million worth of crude
petraleum for Maorocco i
collaboration with the Islamic
Development Bank.

In its endeavour to augment
the progress of Islamic
econemics, Kuwait Finance
House participated in a number
ol new Islamic banks and
companies as {ollows:-

I, A 5% stake in the Sudanese
Islamic Bank's capital of
LISS: 20 million.

-

The partcipation n 3%, ol
the USE: 50 million capital
of the Islamic Insurance and
Re-Insurance Company in
Bahrain, So far 30", ol the
company’s capital has been
paid up.

Bibi As-Salim Complex



1 A 107 stake in the Islamic
International Company for
Paints and Chemicals in
Egypt. capitalized at £E - 2
millicn of which 30%, hux
been paid up.

5. Social and Information
Services:-

Kuwail Fmance House
continued 15 social and cultural
activities by taking parl in
semninars and conferences an
Islamic cconomic ssues and by
means of various press and
television interviews atmed at
raising the public awareness ol
Isfamic cconemics. A second
revised cdition of "ISLAMIC
FATAWA ON ECONOMIC
ISSUES™ was published.

The monthly Islamic,
economnic and cultural magazine
“AL NOOR™ continued its
second successiul veur with
circulation reaching around two
thousand.

Inspite of the depressed local marker,

Sales & Profits of Trading Dept, increased.

Lakat and Charities Fund.

The 'und continued its
sctvitics in collecting Zakat and
donations and distributing these
funds locally and abroad, Total
Munds collected from 1979 (o
1985 amounted 1o
KD 2 190,251 and 1ota] funds
distributed during 1979-1955
amount to KI: 2,081,110/~ and
covered 2,084 beneficiaries.

Quard Hassan:-

Kuwiil Finance House
continued o grant Qard Hassan
(henevelent loans) in accordance
with the set rules and priorities,
Total such loans granted from
1980 upto the end of 1933
amount to KD EIA 199 and
coverad 526 beneliciaries,

6. Personnel and Training:-

Job deseription forms of all
staft 1o the level of department
manager have heen completed,
This praject is being executed in
co-operation with a consultancy

firm. In computerisation of
financial and personnel records,
the Arabic language has been
successiully applicd.

Recruitment and Termination:-

Recruitment of staft has been
pursued in light of the real
future requirements o ensure
the recruitment of the best
human clements. Total Kuwait
Finance House staff in 1985
amounted 1o 724 employees, 209
workers and 93 guards.

Training Programmes:-

Kuwait Finance House
continued 18 concerted efTorts
i training employees. A
number of lraming courses were
held during 1955 in which 427
employees took part, an
increase of 26% over 1984, The
increase reflects the efforts
undertook by management in
developing the capahilities of
employvees o provide the best of
services 1o the clients,




[Dear Shareholders,

The financial results by the
cnd of December 1985 show
thit the total halance sheel
amounted to KLIYE31 634092
and total assets amounted (o
KD 303,956 911

On the assels side, total
ivestments reached arcund
KI3670 million. The review of
details of these investments in
the varicus Helds and sectors,
reveals the extent of the elforts
exerted during 1983 in
diversifying investmenis and
restructuring of assets to adapt
to the new trends and
developments in domestic and
loreign investments.

On the habilities side, total
depasits amounted Lo
KD 724,439 208 compared with
KD TIL004 688 at the end of
1984, an increase of
RO 13,434,520, Total
sharcholders equity increased by
KD 1124323 to KID35,899, 109
at the end of 1985

Total income amounted 1o
KD 26,694,288, Alter the
. " deduction ol expenses and

" i e as varous provisions which totalled
154 e 3 g |134% K249 174173 net profits for the
your amounted ta
KD I7,5200115.

r*r*

_MAg!

INVESTMENT
PORTFOLIO 1985
[ Plots
B Buildings
B 1.ands & Under Procurements
[ Foreign Trade Investments
EE== Investments in Fulure Sales & Murabaha
m Trading Investments
1 Construoclions
I 1./Cs & Murabaha
B Deposits with Islamic Fin. Institutions
E== Other Investments

| ﬁ.?t.:’;
* 18 12.7%  .8% 7.2%
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1979 1980 1981 1982 19H3 1984
Profits Tor different : p— _
mvestment deposits were £ e g =
distributed as Tollows: : ; B 2

Lnlimited Time Deposits gl
Fixed Time Deposits 3.35%
Savings Deposits 2.66%,

The Board of Directors
submiis 10 the General
Assembly, the recommendation
that 107 bonous shares he
distributed to Sharcholders,

ZAKAT & CHARITIES
Expenditure o -

AR
i

e

Used Cars Furniture Construction Miscellaneous

Materials  TRADING ACTIVITIES (MURABAHA)



In conclusion, we pray in
gratitude to Almighty Allah for
His help in achieving these
results in spite of the
unfavourable investment
atmasphere.

We express our thanks 1o His
Highness the Amir, Shaikh
Jaber Al-Ahmed Al-Sabah and
His Highness. the Crown Prince
Prime Minister, Shaikh Saad Al
Abdallah Al Sabah and the

1985 1984 1983
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esteemed government lor their
patronasze and care for this
nstitution.

I also express my thanks 1o
the members of the Board. |
also thank the staff and
management and in particular
the Managing Director, the
General Manager lor his

continucus elforts. Many thanks
also o the sharcholders and our

1982 1981 1980
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clients for their support and
assistance praying 1o Allah 1o
bless our efforts in the service of
Izlam and Muslims,

Ahmed Bazie Al Yasseen

Figures in
million KDs

1978
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AUDITORS’ REPORT TO THE SHAREHOLDERS OF
KUWAIT FINANCIAL HOUSE K.S.C.

D.A. DAHMAN, F.C.C.A.
R.AA. NO. 28
OF ERNST & WHINNEY

Kuwait
28 January 1986

We have examined the
financial statements ol Kuwait
Finance House K.8.C. set out
on pages 16 to 25, Our examina-
tion was made in accordance
with internationally accepted
auditing standards and
accordingly included such tests
of the accounting records and
such other auditing procedures
as we considered necessary. We
obtained all the information and
explanations which we deemed
necessary for the purpose of our
examination.

As more fully explained in
note Ma) the financial
statements have been prepared
on the basis of certain
accounting policies specified
therein,

On this basis, in our opinion,
the financial statements present
a fair view of the.financial
position of the Company at 31
December 1985 and of the
results of its operations for the
yvear then ended and comply
with the Law of Commercial
Companies and the Company’s
Articles of Association. Also, in
our opinon proper books of
accounl have been kept, an
inventory was duly carried out
and the contents of the
Directors” Report relating to the
financial statements are in
agreement with the books of the
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 [inancial
position have occurred during
the year.

AHMALD M, AL AIBAN
F.A A, N 63
OF ERNAT & WHINMNEY



BALANCE SHEET
AT 31 DECEMBER 1985

1985 1984
MNote KD KDy
ASSETS EMPLOYED
ash and balances with banks 67,792,726 T4.078, 540
Deposits with International
Islamic financial institutions 456,060 1,403,908
[Deposits with other financial institutions [ 2,905,506 25, 046,669
Murabaha accounts receivable on foreign trade
Islamic financial institutions 4 9,636,456 9,224 965
Accounts receivable and prepayments 5 167,861,632 186,939,501
Inventories O B10,402 2001, 305
Medium term accounts receivable T 68,772,367 41,840,083
Trading investments in property 8 373,370,940 450,871,917
Construction work in progress 9 51,140,663 13,325,367
Al-Muthanna imvestmenl project > 10 29,241,306 24,536,332
Other mvestments 13 6,122,591 5,884 994
Property, plant and equipment 2 15,779,953 10,580,847
TOTAL ASSETS RB03.956,911 845,754,430
Linhility of customers lor letters of credit,
acceplances and guaranlees 27,077,181 26,918, 164
831,634,002 872,672,594

AHMAD BAZIE AL-YASEEN

Chairman




1985 1984
MNote KD KD
FUNDS EMPLOYED
LIABILITIES
Current and investment accounts 13 724,439 208 711,004,688
Deposits from other financial institutions 9 ARE. 416 20,696,970
Accounts payable and aceruals 14 12,069 178 50,781,477
Depositors” share of net profit iz 15,861,000 —
Extraordinary provision for contingencies 17 28,496,509
TOTAL LIABILITIES 768.057,802 810,979,044
SHAREHOLDERS EQUITY
Share capital 18 18,701,274 18,701,274
Statutory reserve (including share
premium K14 328 054) 20 13,678,691 13,678,691
General reserve 21 [0 7 2,394,821
Proposed bonus share 24 1570, 127 -
TOTAL SHAREHOLDERS® EQUITY 35599, 1M 34,774,786
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 803,956,911 845,754,430
Letters of credil, acceptances and suaraniees
on behalf of customers 27677181 26,918, 164
831,634,002 872,672,594

The attached notes 1 to 26 form part of these financial statements.

BADER ABDULMOHSEN AL-MUKHATZEM

Managing Director and General Manager



STATEMENT OF INCOME AND APPROPRIATIONS
YEAR ENDED 31 DECEMBER 1985

1985 1984
Mote KD KD
INCOME
MNet income from banking operations [ 3,798,099 22178 688
Met income from property. commercial and
construction operations B53N.R27 14,297,922
Met rental income 3,508,080 4. 379 208
Other income 759,282 452 458
TOTAL INCOME 26,694,288 41.348,276
EXPENSES AND PROVISIONS
General and administration expenses TTLAR 7,214,949
Provision for losses of subsidiary company 210,524 1.217.518
Provision for decline in value of investments 16 4,110,377
Provision lor bad and doubtful accounts receivable 47, 848 308,923
Extraordinary provision for contingencies 5 17 28,496,509
9,174,173 41,348.276
NET PROFIT FOR THE YEAR 17,520,115 -
APPROPRIATION OF NET PROFIT
Contribution to Kuwaitl Institute for
Scientific Advancement 22 B2,955 P
Dhrectors’ fecs S0, 000 e
Depositors’ share of net profit 13 [ 5. 861000 e
MNet profit attributable to reserve accounts 23 Hus H2R -
Net profit attributable to share capital 24 B30, 337
17,520,115 —

The attached notes 1 to 26 form part of these financial statements.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 1985

b}

)

d)

e

e}

h)

INCORPORATION

Kuwail Finance House K. 8.C. is a limited liability share company incorporated in Kuwait and is
regisiered as a bank with the Cenral Bank of ¥oowait,

ACTIVITIES

The principal activities of Kuwait Finance House include the provision of banking services, the
purchase and sale of property and other trading activities including project construction for its own
account as well as for third parties. Sales may lake various forms including cash, credit and
murzhaha 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 Islam without practising usury.

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

As Turther explained in paragraphs (¢ and (f}, income on credit sales is recognised in accordance
with the principles of Islamic Sharia and trading investments in property are carried at the lower of
aggregate cosl and valuation specified in Ministerial Order No. 10 of 1986,

Accounting convention

The financial statements are prepared under the historical cost convention.

Assets held by the company in an agency or fiduciary capacity are not assets of the company and,
accordingly, are not included in the financial statements.

Income recognition

Profits and losses arising from all sales, mutudmg leng term credit =ales, are taken to income in Tull
when the sale i3 made.

Fental 'I!'ILII]!TIL !h rLL‘l‘.'E!'l'ISL:".J M1 A l]rm_: I'.I'I'ﬂ[?lﬂfll(]'l'l hHHIH.

Foreipn currencies

Forelgn currency transactions are recorded in Kuwaitl dinars at the rates of exchange provailing 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, and any resulling gains or losses are laken 1o income.

Depreciation and amortisation

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

Revenue earning assels included in other investments are depreciated over the estimated revenue
earning lives of the assets concerned.

The Al Muthanna investment project is amortised over the lease period,

Trading investments in property

Trading investments in properly are carried at valuations specified in Ministerial Order No. 10 of
1986,

Affiliated and subsidiary companies and joinl ventures
These investments are carried at cost less provision for losses,

Inventories

Inventories are valued at the lower of cost and net realisable value alter making due allowance [or
any ohsolete or slow moving items. Cost is determined on a specified identification basis for motor
vehicles and on a first-in first-oul basis for other inventory items,

Accounts receivable

Accounts receivable from customers are stated in the balance sheet under appropriate headings less
a general provision for doubtful accounts receivable. Medium term accounts receivable represent
amounts due 12 months or more after the balance sheet date.
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i} - Emplovees' terminal benefits
Provision is made for amounts payable under the Kuwait Labour Law applicable to employees’
accumulated periods of service at the balance sheet date.
4 MURABAHA ACCOUNTS RECEIVABLE ON FOREIGN TRADE -
ISLAMIC FINANCIAL INSTITUTIONS
The murabaha contracts were made through Islamic financial institutions {which act in the capacity
of agents of Kuwait Finance House) in order to provide trade finance for certain Islamic countries.
5 ACCOUNTS RECEIVABLE AND PREPAYMENTS
1985 1984
KD KD
Advances o customers against letters of credit
and Murahaba contracts 25 402 858 28,287,427
Murabaha accounts receivable from
international financial institutions 96,651,269 91,111,088
Trade receivables 53,994,072 6%, 266,980
Other receivables 2,375,076 3,614,003
Prepaid cxpenses 340,509 458,148
178,764,384 192,767,646
Less: Prowvision lor doubtful accounts 10,902,752 5,828,145
167,861,632 186,939,501
The trade receivables include KD 34,563,521 (1984 KD 52,509.286) arising from property sales. In
the majority of cases the title deeds of the properties sold are not transferred to the purchasers
before full settlement is made,
Murabaha accounts receivable due from international financial institutions are guaranteed by
international banks.
The provision for doubtful accounts includes an amount of KD 4,426,759 transferred from the
extraordinary provision for contingencies (Note 17)
6 INVENTORIES
1985 1984
KD KD
Motor vehicles, net of provisions 294250 1,335,205
Murahaha stock 306,147 410,188
Foodstufls 171,136 129,266
Spare parts 38,869 42,129
Goods in transit — 84,517
810,402 2,001,305
7 MEDIUM TERM ACCOUNTS RECEIVABLE

This amount includes KD 6,598,275 (1984 KD 6,834,276) arising from property sales. In the majority of
cases the title deeds of the properties sold are not transferred to the purchasers before full settlement is
made. Italso includes KD 48,000,155 (1984 KD 27,881,224 arising from Murahaba transactions, which
are guaraniced by mternational banks.




8 TRADING INVESTMENTS IN PROPERTY
1985 1984
KD KD
Residential 79504, 488 79975320
Commercial investment and stores 146,831,177 179,409, [40
South Surra land 35,088,630 35.088.630
Large lands 16,407,502 16,407,502
Land and buildings, less provision for depreciation 03,267,408 £3,637,932
Under expropriation 0,084,620 30,084,626
Land and buildings outside Kuwait 12,698,459 12,704,358
403 882,290 457,307,508
Less: provision for decline in value (Note 16) 30,505,341 6,435,591
373,376,949 450,871,917
For the purposes of calculating the provision for decline in value of land and real estate the basis
sel out in Ministerial Order Noo 10 of 1986 was applied.
9 CONSTRUCTION WORK IN PROGRESS
1985 1984
KD KD
Cost of land under development 41,456,626 12,772,807
Payments 9,684,037 552,560
51,140,663 13,325, 367
100 AL MUTHANNA INVESTMENT PROJECT
The Al Muthanna investment project which is being financed by current accounts belongs to the
sharcholders of Kuwait Finance House K.5.C.
11 OTHER INVESTMENTS
1985 1984
KD KD
(i1 Affiliated companies 3317308 3,106,770
{ii)  Subsidiary companies:
- investment 1,160,524 1,160,524
- loan account 1, 00K, DO
- current acoount 1,374,018 970,977
Less: Provision for losses ( 810,524) (1,878,042
1.724,018 1,253,459
(iif) Revenue earning assets 1,185,717 L4049 143
Less: Accumulated depreciation ( 343,907) (205,431
841,810 1,203,712
(iv)  Joint ventures in commercial activities 107,455 433,053
Less: Provision for anticipated losses i 6E,.000) {112,006
39,455 321,053
6,122,591

5,884,994




. The affilinted companies are Islamic institutions incorporated outside Kuwail and the Kuowait

Finance House's holding vary from 0.2% to 209, 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 actvities of the subsidiary company are dissimilar from those of Kuwait Finance House
K.S.C

b} The linancial statements of the subsidiary company up to 31 December 1985 are not yet
available.

¢} The net assets of the subsidiary company are immaterial in refation to those of Kuwail
Finance house and their non-consolidation has therefore no material effect on these Ninancial
statements,

12 PROPERTY, PLANT AND EQUIPMENT
The estimated uselul lives of the asseis for depreciation purposes are as follows:
Buildings 7-20) years
Leasehold property 20 years
Furniture and fittings 3 years
Plant and equipment 3 vears
Maotor vehicles 3 years
Plant,
Lease- Furniture  equipment
Land under development hold and  and motor
Head Office Others Property Fittings vehicles Total
KD K1 KI» KD KD KLy
Cosi:
At 31 December 1984 613,153 867,937 373,373 714,241 [L341,314 11,912,018
Additions during year 3,646,035 1,903,894 87,411 109,942 5,747,282
Cost of disposal - o = = e T
At 31 December 1985 12,259,188 2,771,831 375,373 801,652 14483886 17,656,930
Depreciation:
At 31 December 1984 — 22,500 36,014 466,509 HOG6, 148 1,331,171
Charge for year — 79,03 [8.745 [48, 302 301,296 347,386
Relating to disposals i 1.5800 1,580
At 31 December 1985 — 101,543 54,759 al4.811 1,105,864 1,876,977
Met book amounts:
At 31 December 1985 12,259,188 2,670,288 320,014 186,841 343,022 15,779.953
At 31 December 1984 8,613,153 845,437 339,359 247,732 535,166 10,580,847

The Head Office project which is being financed by current accounts, belongs 1o the sharcholders

of Kuwait Finance House K. 5.C.




13 .CURRENT ACCOUNTS AND INVESTMENT ACCOUNTS

1985
KD

1984
KD

Current accounts

Investment and non-investment savings accounts
Investment deposits for limited period
Investment deposits for unlimited period

123,379,064
411,236,002

102,823
189,721,319

6o, 130,953
383,117,867
1,075,693
257,680,175

724,439,208

711,004,688

The current accounts are deposits payable on demand. The customers are not entitled to any

profits and do not bear any losses. Kuwait Finance House K.5.C. guarantees to pay the halance on
demand. The definition of current accounts as deposits is in the conventional sense. However, from the
Islamic point of view, current accounts in Kuwait Finance House, are interest- free loans (Qard Hassan)
from the client to the Bank,

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.

In all cases the investment accounts receive or bear such proportion of the related profits or losses
as the directors may determine based on the resulls earned at the end of the financial year.

14 ACCOUNTS PAYABLE AND ACCRUALS

1985 1984
KD KD
Trade payables 4455238 15,979,129
Other payables 11,963,026 32,985,755
Accrued expenses 1,650,914 1,816,593
; 18,069,178 50,781,477
15 DEPOSITORS’ SHARE OF NET PROFIT

1985 1984
KD KD

15,361,000 =

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

1985 1984
Investment savings accounts 2.66%;
Investment deposil accounts - limited period L R B
4.0 =

Investment deposit accounts - unlimited period

16 PROVISION FOR DECLINE IN VALUE OF INVESTMENTS (NOTE 8)

1985 1984
KD KD
Balance at beginning of the yeur 6,435,591 2325214
Transfer from statement of income — 4,110,377
Transfer Mmom extraordinary provision for
contingencies (Mote 17) 24069, 750 —

Balance at end of the vear 30,505,341 6,435,591




17 EXTRAORDINARY PROVISION FOR CONTINGENCIES
1985 1984
KL KD
Balance at beginning of the year 28496509 000000 —
Transfer from statement of income - 28,496,509
Transfer to provision for decline in value of
trading investments in property (Note 16) (24,069, 750)
Transfer to provision for doubtful debts (Note 5) { 4,426,759)
Balance at end of the year —_— 28,496,500
As disclosed above the balance brought forward of the extra ordinary provision for contingencies
has been utilised in increasing the provision for doubtful debts and the provision for decline in
value of trading investments in property.
18 SHARE CAPITAL
1985 1984
KD KD
Authorised 18,750,000 shares of KID | each 18,750,000 18,750,000
Subscribed and allotted 18,701,274 shares of KD 1 cach 18,701,274 18,701,274
At 31 December 1985 there were 48, 726 shares which were not subscribed for following a rights
ssue in 1982,
19 BASIS OF DISTRIBUTION
In accordance with the Articles of Association and contracts for investment accounts, 20%; of net
profit is deductable from net profit for statutory and general reserves (10%;) each, before
calculating the distributable profit to shareholders and investment account holders. This deduction
can be waived by a resolution of the general assembly on the recemmendation of the Board.
The Board has proposed that no transfer to statutory and general reserves should be made this
year.
200 STATUTORY RESERVE
In accordance with the Articles of Association and the Law of Commercial Companies, the
Company has resolved to discontinue the annual transfer of 10% of net income for the year as the
reserve 1s equal to 507, of share capital.
Distribution of the reserve is limited to the amount required to enable payment of a dividend of
54 of share capital in years when accumulated net income is not sufficient for the payment of
dividends of that amount,
21 GENERAL RESERVE
1985 1984
KDy KD
Balance at beginning of the year 2,394,821 2,805,082
Fakal paid during the year { 401,837) { 410.261)
Proposed bonus share (Note 24) {343,967
Balance at end of the year 1,649,017 2,394 821

In accordance with the Company’s Articles of Association the directors have decided not to
transfer 10 of net profit to general reserve this year, There are no restrictions on the distribution
of this reserve,
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CONTRIBUTION TO KUWAIT FOUNDATION FOR
ADVANCEMENT OF SCIENCES

The provision for contribution 0 KFAS has been calculated as follows:

1985 1954
KD KD
Net profit for the vear 17,520,115
Less: Depositors’ share of net profit 15,861,000
Income on which KFAS is payable 1,659,115
Contribution at 5% 52,955 -

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 vear 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,

24 PROPOSED BONUS SHARES
The share of net profit for the year attributable to share capital has been determined by the Board at the
riate of 4.44% (1984 - Nil%) and amounts to KD 830,337 (1984 - KD Nil).
The Board is recommending approval of a bonus issue of 1 share for each 10 shares held, to be paid olas
shown below:
1985 1984
KD KD
Profit atiributable to share capital 830,337 =
Frofit attributable to reseve accounts (Note 22) 695,823 —
Transfer from general reserve {Note 21) g 343 967 =
Proposed dividend 1.870,127 -
25 CONTINGENT LIABILITIES
At 31 December 1985 there was a contingent liability in respect of unpaid capital in affiliated companies
amounting to KD 817,806 (1984: KD 801,688).
26 COMPARATIVE FIGURES

Certain of the 1984 comparative figures have been restated to conform with current year's presentation.
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