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MEMORANDUM
 

I. BACKGROUND
 

A. Request For Technical Assistance
 

Amman Development Corporation (ADC) and the Government of Jordan
 
(GOJ) have recently requested the U.S. 
Agency for International
 
Development Mission 
in Amman to provide technical assistance ii"
 
ADC's efforts to privatize, improve operational efficiency and
 
raise capital funds for the 
 future activities of the
 
corporation. The request was given favorable consideration by
 
the Mission 
and was submitted to Bureau For Private Enterprise
 
(PRE)/Center for Privatization (CFP) requesting the services of a
 
"broadly experienced property development expert to assist ADC in
 
better defining the prerequisites for successful privatization."
 
The 
scope of services outlined by USAID/Amman (Appendix I)
 
included: (1) analysis of current performance, (2) examination of
 
changes needed for 
 improved profitability, (3) assessment
 
regarding feasibility of privatization, (4) recommended method of
 
privatization, (5) necessary investment 
 banking services
 
required, and (6) provision of implementation plan.
 

Through the subsequent exchange 
of telexes between USAID/Amman
 
and AID/W as well as 
CFP Director, Paul Elicker's visit to Amman
 
and his discussion with Director General 
of ADC, Sami Al-Rashid
 
it was agreed that this Consultant, who was scheduled to 
travel
 
to Amman on a financial market assignment, should extend his
 
visit and make a reconnaissance 
study to assess the feasibility
 
of the project, level of effort, and type and nature of 
the
 
technical assistance required for the implementation of the ADC's
 
privatization program. 
This report is the product of the ten-day
 
reconnaissance study, five days which were
of spent in-country.
 
This Consultant was 
granted assistance and full cooperation by
 
Mr. James Dempsey, Director of USAID/Amman Office of Project
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Development and 
Private Enterprise, and Mr. Al-Rashid and their
 
staffs for which he wishes to record-his appreciation.
 

B. Corporate Structure
 

Amman Development Corporation was established 
in May 1979 by
 
special legislation (Law 
No. 18) as a quasi-government
 
corporation. 
 It is owned, one-third each, 
 by the Amman
 
Municipality, the Housing Bank, 
and the Persion Fund. The
 
capital of the ADC 
is .10,500,000 Jordanian Dinar 
(JD), which is
 
fully paid 
in cash or kind (municipality has provided land in
 
lieu of cash). The corporation is managed by a 
Board of
 
Directors consisting of nine members, 
 three from each
 
shareholder; de 
facto decisions of 
the Board must be unanimous.
 
The day-to-day operation 
of the Corporation is managed by the
 
Director General who is appointed by the Board of Directors.
 

Mr. Al-Rashid, age has
48, been Director General 
of ADC since
 
its inception in 
 1979. He holds a B.S. degree in Civil
 
Engineering 
from the University of Alexandria 
(Egypt '63) and
 
Diploma in Construction Management 
from the American University
 
of Beirut. 
 He has attended a number of seminars on 
the subject
 
of.parastatal enterprises management and privatization, including
 
a recent privatization seminar in Washington, D.C., held by
 
Georgetown University. Mr. Al-Rashid 
is a strong advocate of
 
privatization 
of state-owned enterprises, 
and he is convinced
 
that privatization of 
ADC will 
help to improve its operational
 
efficiency and will 
enable the Corporation to raise 
the needed
 
funds for its future activities in the capital market.
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The organization 
of ADC consists of the four 
 following
 

departments:
 

Department 
 Manager 
 No. of Staff
 
Administrative 
 Mr. Ashraf 
 10
 
Finance 
 Mr. Majdi 7
 
Technical 
 Mr. Wadi 
 10
 
Property Management An individual 
 65 (3 shifts;
 

Manager is appoint- services to
 
ed for each include
 
completed project parking, up-keep,
 

maintenance, etc.
 

All department managers hold college degrees 
and have working
 
experience in their field of activities 
and responsibilities;
 
Mr. Wadi, Manager of the 
Technical Department, holds a B.S.
 
degree in architecture from a West German university and has been
 
with ADC since its inception in 1979. 
 Mr. Majdi, Manager of the
 
Finance Department, who holds a BA degree in accounting from the
 
University of Damascus began work 
at ADC in 1981. Mr. Ashraf,
 
Manager of the Administrative Department holds 
a B.A. degree in
 
law from Arab University of Beirut and has 
been with ADC since
 
1984.
 

The responsibility 
of the technical department is to develop
 
construction project concepts and prepare the 
 preliminary
 
drawing. All project designs, detail drawings and 
construction
 
work are contracted cut through competitive bidding and are
 
carried out by the 
 private sector-an extended form 
 of
 
privatization. 
 The technical department also administers
 
supervision during the construction period of projects.
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II. FINDINGS
 

A. Status of Amman Development Corporation
 

ADC is a for-profit and profit-making entity. 
The net profit for
 
the past three years was:
 

1985 JD 661,372
 

1986 JD 444,860
 

1987 JD 206,284
 

Law No. 18 
(Appendix II) prescribes the method of distribution 
of annual profit of ADC; 10% for legal reserve; up to 5% for 
voluntary reserve, a total of which two should not exceed the 
amount of equity capital; a maximum of 12% to the shareholders; 
profits in excess of 12% 
are paid to the municipality. Appendix
 
III shows the financial statement of 
the Corporation for the
 
calendar years 1985 
and 1986. The 
audited financial statement
 
for 1987 is available in Arabic.
 

Law No. 18 
allows for the Corporation to operate independently of
 
the government and "exercise its 
 duties according to the
 
Companies' Law." It 
is, however, exempt from taxes 
and "enjoys
 
all exemptions and facilities 
 that other ministries and
 
government departments enjoy." In 
 order to facilitate
 
privatization of 
 ADC, the ADC management has prepared an
 
amendment 
to the law which is 
approved by the shareholders, and
 
is being discussed at the cabinet level. 
 The consultant has
 
reviewed 
the proposed amendment and will 
present his comments
 
below.
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B. Level of Government Commitment To Privatization
 

Althcugh the Consultant could 
not find any reference in support
 
of the GOJ's commitment to privatization of state-owned
 
enterprises, he believes that the over-all political and economic
 
environment of Jordan is 
conducive to the privatization efforts
 
undertaken by the ADC 
Management. The 
 following is the
 
consultant's hypothesis:
 

Jordan is an open economy, and the private sector
 
plays an important role in the economic activity
 

of the country.
 

* 
 The 	current five-year plan relies heavily 
 on
 
private sector participation in economic
 

development.
 

* 	 The consultant was told that the 
GOJ at the
 
highest level 
has made numerous statements on
 
various occasions in support of privatization of
 
some state-owned enterprises.
 

While progress made in the privatization of Royal
 
Jordanian Airlines, Jordan Telecommunications, and
 
public transportation has been 
modest, it shows
 
that the GOJ has resolved the political
 
consideration 
and has been willing seriously to
 
consider privatization of state-owned enterprises,
 
if it leads to economic gains for the country.
 

* 	 ADC is already operating under the Public
 
Companies' Law which governs 
all private-sector
 
companies. 
 It operates independently of the GOJ.
 
The government control is administered by Amman
 
Municipality through the Board of Directors.
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ADC is not subsidized, 
and does not provide
 
subsidies; therefore, 
its privatization does not
 
have adverse financial impact on citizens.
 

* ADC is a lean company, hiring fewer than 100
 
employees. Many of the technical staff are highly
 
educated and trained. 
 Most of the non-technical
 
staff work in the Property Management Department
 
which handles maintenance, parking, cleaning and
 
security of the completed projects. Most
 
architectural designs, detailed drawings 
and all
 
construction work is contracted-out to the private
 
sector. Therefore, the issue of unemployment is
 
not of major concern, and, if applicable, can be
 
resolved easily and equitably.
 

C. Why Privatize?
 

The case against running the economy through state-owned
 
enterprises has 
been well documented. and the elaboration of the
 
issue is 
out of the scope of this assignment. Suffice it to say
 
that in general such enterprises take away needed government
 
resources, invite inefficiency, and frequently wind up as very
 
expensive, non-performing assets. 
 In the case of ADC, the most
 
pressing issue is the lack of 
capital funds. order
In to
 
ccntinue its operation, ADC needs more capital in the form of
 
both equity and long-term loans. The present shareholders cannot
 
continue to fund the Corporation. 
ADC must look for funding from
 
the private sector. 
 Relative to other developing countries,
 
Jordan's capital market 
is in an advanced stage of development;
 
If ADC projects are feasible, the capital and financial 
market
 
would be capable of providing the needed funds.
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According to a preliminary 
estimate by ADC management, thu
 
Corporation needs 
JD 22 million for three projects which are
 
presently under study as follows:
 

JD Million
 

1. Vocational & Industrial Center/ 
 5
 
Wadi Al-Rimam
 

2. Vocational & Industrial Center/ 
 6
 

Teehin Al-Gharib
 

3. Transportation Terminal Project 
 12
 

TOTAL 
 23
 

In addition, the Corporation has numerous development projects on
 
the drawing board with an estimated cost of JD 12 million. In
 
total, ADC funding requirement for the next five years 
is
 
estimated at JD 35 million. Privatization of ADC will help the
 
corporation to mobilize the needed funds through the capital and
 
financial market and, in the meantime, encourage the management
 
to take a closer look 
at all pending projects, to make certain
 
that they are economically sound and financially feasible, 
and
 
are attractive 
opportunities for private-sector firms and
 
investors.
 

D. Privatization Approach
 

ADC is a prime candidate for privatization for the following
 
reasons:
 

+ The management committed the
is to privatization
 
program.
 

+ Stockholders have approved the measure.
 

* An amendment of Law 
No. 18 has been prepared and
 
submitted to the Government for consideration.
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The management plans to gradually increase the share capital of
 
the Corporation from JD 10.5 Million to JD 21 Million, and offer
 
the new shares to private-sector firms and investors. At
 
present, the share capital is owned, 
one-third each, by the
 
Municipality, Pension Fund and the Housing Bank. 
 Principally,
 
the Pension Fund and the Housing Bank participated in this
 
enterprise as investors and were primarily motivated by profit,
 
though development of the city of Amman was perhaps an 
important
 
consideration in their investment decision. 
The Municipality, on
 
the other 
hand, is primarily concerned with the development of
 
the city of Amman and 
the social benefit that such development
 
brings to the residents. It is, therefore, essential to reach 
a
 
compromise on the two primary objectives. The parties should be
 
reminded that 
without investors there would be no development,
 
but without development there would be other opportunities for
 
investors; and that capital funds recognize no boundary, as 
funds
 
move to where the most return is available.
 

The consultant believes that the approach taken by 
the ADC
 
management in 
increasing the capital base of the Corporation and
 
selling the increased share to private investors 
is correct.
 
This will not require the GOJ to sell its ownership to the
 
private sector which is often cumbersome and requires detailed
 
evaluation of existing assets, reorganization of the Corporation,
 
and observation of all laws and regulations regarding the sale of
 
government assets. ADC could sell its 
new shares through private
 
placement to private firms or financial institutions; through the
 
stock exchange, by registering at the Amman Financial Market; 
and through an Employee Stock Ownership Plan (ESOP) to the 
employees of the Corporation and the employees of the present 
shareholding institutions. 
The value of the shares will be based
 
on the present book 
value as well as future earning potential
 
based on a 5 to 10-year business plan. ADC could also issue debt
 
instruments such as investment 
bonds to supplement its equity
 
capital in meeting its funding requirements. These instruments,
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however, should be guaranteed by the GOJ, at least for the 
first
 
few years, until the corporate capability and credibility are
 

established.
 

E. Legal Status
 

An amendment to Law No. 18 
was approved by the Board of Directors
 
and presented to the Jordanian Cabinet for consideration. A
 
rough translation of the Amendment is shown in Appendix IV.
 
Although it responds to a number 
of issues related to the
 
privatization plan, amendment to
the fails remove two major
 
obstacles facing the potential investors.
 

I. Clause 5 of the Amendment, which allows increase 
of
 
capital 
 "ny an amount required by the Corporation's
 
operation," requires 
that "the contribution of each
 
shareholder must not be less than one hundred thousand Dinar
 
($344,000)." Furthermore, there is no provision in the Law
 
or 
in the proposed Amendment for the registration of ADC at
 
the Amman Financial Market. 
This situation will practically
 
eliminate: (1) trading ADC in Amman
of shares the Stock
 
Exchange and (2) expanding ownership by small investors and
 
employees in the share capital of the corporation.
 

2. Clause 
11 of the proposed Amendment reiterates the Law
 
on the method of profit distribution by stating that "the
 
maximum limit of the annual profits 
 prepared for
 
distribution to the shareholders shall be 12% 
and any other
 
extra profit that exceeds this limit is paid to the
 
municipality." The shareholder's earnings, therefore, could
 
not exceed 12%, but could be as low as In
zero. a market
 
where government bonds yield 9 percent (tax free), 
it makes
 
no business sense to invest in 
common stock of a company
 
which has an earning potential of only 12% or less. The
 
ceiling on dividends does not take inflation into account;
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In periods of high inflation, the yield on investment in
 
real terms 
could even become negative, advers;ely affecting
 
the price of ADC common stocks and discouraging the major
 
investor from providing the needed capital fund and 
the
 
small investor from participating in the capital market.
 

There are other points in the proposed Amendment which need
 
clarification and/or revision. The 
Amendment should also be
 
reviewed by a local investment banker, possibly by an
 
institution which would potentially provide 
investment banking
 
services to ADC in marketing its share.
 

III. 	RECOMMENDATIONS
 

A. 	 Future Course of Action
 

The 	future success of ADC depends 
on its ability to raise the
 
needed 
fuiids for its development activities, its ability to
 
select projects on the basis of 
feasibility and profitability,
 
and 
its ability to maintain efficiency in its operation and
 
management. The Consultant 
concurs with ADC Management that
 
these objectives are best reached through privatization.
 

In order to proceed with the privatization program , ADC must 
take the following actions: 

1) 	 Withdraw, review, revise and resubmit 
the 	proposed
 
Amendment to Law No. 18, 
as explained '.n this report;
 

2) 	 Prepare a statement of intention outlining the purpose
 
of privatization, business plan, cash flow, objectives,
 
milestones and of ADC
benefits privatization to the
 
government, municipality, other shareholders and Amman
 

residants;
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3) 	 Negotiate with an indigenous Jordanian investment bank
 

to begin the ground work for preparing the corporation
 

for marketing its share through private placement and
 

the Amman Financial Market (Stock Exchange); and
 

4) 	 Proceed with commercialization of the Corporation.
 

This would include: streamlining management, possibly
 

contracting-out property management services;
 

strengthening the management team on the business
 

aspects of the corporation; adjusting balance-sheet
 

ratios, especially debt/equity ratios; and reexamining
 

future projects in light of potential investors'
 

expectations. The technical aspects of ADC's
 

operations appear to be strong, and no changes are
 

recommended in the operational areas.
 

At present, ADC should not seek foreign investment for private
 

placement; however, there are a number of foreign institutional
 

investors who seek investment opportunities in Jordan through
 

the Amman Financial Market and who could be attracted to ADC.
 

securities and, potentially, become major investors in the
 

corporation.
 

B. 	 Level of Effort
 

Privatization of ADC requires three types of services discussed
 

below:
 

* 	 Financial Advisory Specialist,
 

+ 	 Investment Banking Specialist, and
 

* 	 Privatization Specialist.
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1. Financial Advisory Specialist
 

The financial advisor will 
review the financial statements and
 
prepare reports as well as respond to inquiries from government,
 
from ADC Management and shareholders, and from the capital market
 
authorities on all matters 
concerning the financial 
affairs of
 
the Corporation. He provide a
will strategic analysis of the
 
corporation including 
a comprehensive review the
of present
 
operational and financial positior, and potential prospects after
 
privatization and reorganization of.the business. 
 The financial
 
advisor will 
prepare a 5 to 10-year business plan and cash flow
 
statements with due consideration for the Corporation's capital
 
base, including such issues as future 
investment programs and
 
anticipated gearing ratios. will examine
He also taxation
 
implications and accourting 
policies, which well to
may need 

change post-privatization; the effectiveness of the accounting
 
and management information system; and the 
changes necessary to
 
deal with the ADC's requirements after privatization.
 

2. Investment Banking Specialist
 

The investment banking specialist will 
deal in marketing the
 
securities of the corporation; will recommend the method of sale,
 
through stock exchange, private placement and/or employee
 
ownership plan; will advise on legal 
and legislative matters
 
affecting the securities market; 
and will advise on best gearing
 
ratios for better market acceptance; will advise on pricing of
 
securities and 
timing of the offer. As the Consultant reported
 
on his recent study of the Financial System of Jordan, there 
are
 
six non-bank financial institutions in Jordan, some of which are
 
quite capable of providing investment banking services the
for 

ADC privatization effort. The 
Consultant strongly recommends
 
that a domestic investment bank be to this
selected undertake 

function. ADC is 
a Jordanian corporation selling its securities
 
through the stock
Amman exchange and/or private placement to
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Jordanian investors; therefore, the Jordanian investment banking
 
institutions are a
in much better position to deal 
in the
 
Jordanian environment in a more cost-effective manner compared to
 
foreign investment banking institutions. The investment bank(s)
 
should be selected after a thorough 
 study of its(their)
 
capabilities 
and be provided, if necessary, with technical
 
assistance.
 

3. Privatization Specialist
 

The privatization specialist will coordinate 
and monitor the
 
program; prepare project design and scope of work and will assist
 
ADC in negotiating with all parties 
to the progra, e.g.
 
investment 
 banks, financial specialists, capital market
 
authorities and institutional investors. He will 
assist ADC in
 
its strategy in dealing 
with various aspects of privatization,
 
such as public perceptions 
and awareness, employment and labor
 
relations and policies, employee stock ownership plan, corporate
 
restructuring, 
etc. He will monitor the implementation process
 
and provide 
advice on methods of eliminating obstacles and
 
dealing with opposition. 
His experience in similar privatization
 
programs in other comparable developing countries 
 and his
 
knowledge of the local 
 environment should help 
to identify
 
potential pitfalls, 
which are common during the implementation
 
process, and assist the Corporation in carefully avoiding them.
 

The level of effort in terms of person/days for design and 
implementation of ADC privatization program is estimated as 
follows: 

Financial Specialist 
 66 person days
 
Investment Bank Specialist 
 85 person days
 
Privatization Specialist 
 77 person days
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Investment banking services will be provided by 
an indigenous
 
Jordanian financial institution, probably on a commission basis
 
and the fee should be paid by ADC; 
 financial and privatization
 
specialists should be retained by AID/Amman. 
The Consultant will
 
submit, under separate cover, a budget 
for the level of effort
 
excluding investment banking services which should be negotiated
 
between ADC and an indigenous Jordanian investment bank.
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DRAFT
 

SCOPE OF WORK
 
JORDAN
 

Background: 
 The Amman Development Corporation (ADC) is a
quasi-government corporation which purchases and develops land
within the Amman municipality for commercial and recreational
use. 
 Founded in 1979, it is owned equally by the municipality
of Amman, the Jordan Pension Fund (an investment company owned
entirely by the government of Jordan), 
and The Housing Bank (a
specialized bank whose shares are held by law mostly by private
commercial banks). 
 Since its inception ADC has initiated three
projects which involve the construction of approximately
112,750 square meters of buildings at an estimated total cost
of Jordanian dinars 11.5 million, or $34.5 million. 
The first
complex was completed in 1983 and is reported to provide a
12-15 return on equity. 
The second project, also completed in
1983, is currently breaking even but is expected to be
profitable within the next two years. 
The final project is
scheduled for completion in 1988. 
 The ADC also has ambitious
plans for the future with at least four separate projects on
the drawing board.
 

Financing for these projects has come from equity contributions
and from locally syndicated loans guaranteed by the government

of Jordan.
 

Mr. Sami Rashid, an architect and Chairman of the ADC board of
directors, became interested in the idea of privatizing ADC
after his attendance at a seminar on state owned enterprises at
the International Law Institute. 
 Mr. Rashid lists his reasons
for wanting to privatize as follows: the desire to raise
capital; the need for fresh ideas from new owners; and the
expectation of increased flexibility. 
Mr. Rashid has indicated
t-at he has support for the idea from high ranking officials in
the government of Jordan.
 

Objective: 
 To recommend to the ADC a comprehensive strategy to
improve its future business prospects; to examine the
feasibility of privatizing ADC and to provide an implementation
plan for all recommended actions.
 

Scope: The Contractor shall provide the following services:
 

1. 
Analyze the current performance of ADC and its future
business prospects. 
Examine both operating and financial
performance. Compare performance with typical property
development companies in other countries.
 



2. 
Make an in-depth examination of changes that are 
required
in the ADC organization in order to improve profitability and
future business prospects. This includes, but is not limited
to the following areas 
(other areas will be identified jointly
by the Contractor and ADC):
 

-
 management and organization structure;
 
- operating practices;
 
-
 personnel policies and practices; and
- methods of finance, capital requirements (e.g. what
should be done?), term debt guaranteed by the
 

government of Jordan.
 

3. 
Examine the feasibility of implementing such through the
privatization of ADC.
 

4. 
Examine the. financial and economic benefits which might be
derived from privatizing ADC. Specifically, the following
questions should be answered:
 

what financial benefits would accrue to 
the
shareholders of ADC? 
 To the government of Jordan?
What economic benefits would accrue to the Jordanian
 
economy?
 

5. 
Make initial recommendations on the most appropriate
mechanisms for privatization. 
Include an examination of the
following alternatives:
 

-
 public sale issuance in local and/or foreign markets;
-
 private placements in local and/or foreign markets;
-
 employee stock ownership plans; and
 
- management buyout.
 

6. Recommend an 
approach for obtaining expert investment
banking services for: the valuation of the "new" company; the
preparation of a prospectus; and advising on the method of sale
of shares to the public (including employee stock ownership
plans). 
 The approach should maximize the use of expertise
available from local investment banking sources and minimize
reliance on expatriate sources.
 

7. 
Identify changes required in existing government policies
and practices that would be required for ADC to be successfully
privatized; provide advice on the new law and regulations to
 
govern ADC.
 

8. Provide an implementation plan for all required follow-on
work. 
Identify actions which can be undertaken by company
personnel; develop scopes of work for those areas requiring

outside technical expertise.
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Required Expertise: Property Development expert with at 
least
10 years of managerial experience in commercial property
development in the U.S. 
 Strong financial skills are required.
International experience, expecially in the Arab world, would
 
be a plus.
 

Level of Effort: One person month
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Law No. (18) For The Year 
1979
 
THE LAW OF AMMAN DEVELOPMENT CORPORATION
 

Clause(1). This law is called 
( The Law of Amman Development
 
Corporation for the year 1979 ) and shall be in 
force, in one month time from the date of publi
cation in the Officical Gazette 
. 

Clause(2). 	Wherever the following words 
are mentioned, they
 
shall have the meanings shown below unless the
 
reference clearly means 
otherwise
 

The Municipality 
- The Municipality of Greater Amman 
The Ccrporation - Amman Develop:ient Corporation
 
The Board 
 - The Corporation's Board of Directors
 

Clause(3). 	A corporation called Amman Development Corporation
 
is to be established in the Kingdom and shall enjoy

the artificial personality, and be financially and
 
administratively independent. 
Baed 
on these merits,
 
The Corporation shall exercise all rights mentioned
 
in this law and may sue 
or be 
sued, and perform all
 
related legal and judicial matters and be repre
sented by any lawyer to 
act 
on its behalf
 

Chapter Two
 
Objectives
 

Clause(4). 	The Corporation aims at 
providing and developing the
 
services within the boundaries of the Municipality
 
by constructing, possessing and running real estate,
 
industrial 	and other complexes
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Clause(5). The Corporation shall perform the following in order
 
to achieve its objectives :

a) Buying the land and then sell it, after all 
public services are provided, taking into
 
considerations all the required regulations.
 

b) Possessing, renting, letting, selling and
 

investing in various kinds of projects, real
 
estate, industrial projects and other, along
 
with the construction of building3 such 
as
 
houses, offices, 
stores, hotels, apartments
 

parking lots and commercial complexes,.
 

c) Participating in or 
being a shareholder of
 
any company, establishment, projects or others
 
that may have similar objectives and which the
 
corporation has interests in that include the
 
corporation's participation in running these
 
companies, establishments, projects and others
 
and direct them in such 
a way that the corpo

ration's interests are served.
 

d) Borrowing from banks 
in the Kingdom and open

ning accounts .
 

e) Issuing credit bonds 
by the public and submi
tting them to 
public subscription within the
 
conditions and interest rates decided by the
 
Board after consulting with the Central Bank
 
of Jordan. The interests 
on these credit bonds
 
shall be excempted from income 
taxes
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f) Performing any other works which the
serve 


Corporation's interests 
.
 

Clause(6). The Corporation operates 
on sound commercial bases,
 
and endeavors 
to cover its expenditures and other
 
commitments from self-generated resources, and
 
hence distribute dividends 
to shareholders
 

Chapter Three
 

The Capital
 

Clause(7). The authorised capital of the Corporation is JDM
 
10.5 divided into 1,050,000 shares, the values
 
of each share 
is JD 10.000 
 and is being equally
 
subscribed by the Municipality, Th-, Housing Bank
 
and the Pension Fund. The capital is paid back
 
by payments decided by the Board 
.
 

a) 
 The first payment is as follows:

1-	 Both The Pension Fund and The Housing
 
Bank pay in cash one million Jordanian
 
Dinars within one month of the Law being
 

in force .
 

2-	 The Municipality pays one million Jordan
ian Dinars either in cach or in kind with

in one year of 
the Law being in force . 

3-	 The Municipality may pay the value of its
 
contribution to the capital of the Corpo
ation by real estate,the value of which
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is estimated by the 
approval of the found
.-es. In 
case of disagreement 
that may arise
 
as 
a result of evaluating the real estate,
 
the Council of Minisiters shall appoints a
 
committee consisting of experts for the
 
evaluation process and whose decision shall
 
be binding on all parties either by majo

ritv or unanimity
 

Clause(8). (nce 
the capital is 
being fully paid, the authori
sed capital of the Corporation, mentioned in Clause
 
(7) of this Law , may be increased by a decision of
 
the Council of Ministers upon recommendation from
 

the Board
 

Chapter Four
 

Corporation's Managment
 

Clause(9). A board of directors of nine members shall manage
 
the corporation. 
This Board shall fulfill all
 
duties and authorities of the board of directors
 
of the other public corporations as stated in the
 
law of corporations. 
This Board also have the
 
authority in 
issuing the necessary instructions
 
and orders 
to manage the corporation
 

Clause(1O).The Board consists of 
 :
 

A-
 Three members appointed by the board of the
 

Municipality
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B- Three members of each 
the Housing Bank and
 
the Pension Fund 
are appointed by their board
 

of directors
 

C- The meeting of 
the Board is considered legal
 
if attended by, 
at least, seven members. Its
 
decisions 
are considered either by the majo
rity or unanimity, and if 
the votes are equal,
 
the side of which the chairman is in favor
 

shall win .
 

Clause(i1). The Board shall elect among his members a 
chairman
 

and a vice chirman for three years
 

Clause(12). The Board 
shall appoint a director general for
 
the corporation to 
adminester the corporation
 
according 
to instructions set 
by the Board
 

Chapter Five
 
Meetings of The General Assembly
 

of Share-Holders
 

Clause(13). A- The general assembly of the corporation consists
 

of 21 members. 
The Board of director of each
 
the Housing Bank, 
the Pension Fund and the board
 
of the Municipality shall appoint 
seven amoig
 
its members or 
high ranking employees .
 

B- The general assembly shall hold an 
ordinary
 
meeting in a period not 
exceeding four month
 
after the end of the fiscal vpn-f'+- ..
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C-
 If the ordinary or extra-ordinary meetings
 
of the genral assembly are attended, at least
 
by two thirds of the members, then it will be
 
considered legal and the decisions will be
 
taken by the majority or unanimity.
 

Chapter Six
 

Final Accounts, Profits 
and Reserves
 

Clause(1). The fiscal year of the corporatiorn starts 
on the
 
first day of January of each year and ends on 
the
 
31st. day of december of the 
same year except for
 
the first fiscal year which the 
Board can add to
 
the fiscal year that follows .
 

Clause(15). A- The corporation keeps 
an organized accounting
 

records according to 
the known methods .
 

B- The general assembly elect among the legal
 
accountants, an auditor for a renewable period
 

of one year .
 

C- The corporation cuts from its annual profits
 
the following reserves
 

1. 10% of its annual net profit for the
 

legal reserve .
 

2. Part of its annual net profit not exceed

ing 5% for the voluntary reserve
 



---------------------------

AMMAN PEYELOPMENT CORPORATION 

AMMAN.- JORnAN 

Tel. 	 629471 , 
269482 - tA } 

P. 0. Box 926621
 
Telex 
 22133 	 A.D.C Jo 

N o -.........
.. .. ..........
 

....................................
 

3. 
 The retained earnings in paragraphs (1)
 
and (2) of this clause shall not exceed
 
the capital of the corporation
 

Clause(16),, The maximum limit of the annual profit, prepared
 
to be 	distributed to 
the three shareholders, is
 
12% 
of the paid capital and any other extra pro
fits which exceed this limit is 
paid to the Muni

cipality .
 

Chapter Seven
 

Final Rules
 

Clause(17)o A- The corporation enjoys all exemptions and
 

facilities that other Ministries 
and.gover
ment.departments enjoy
 

B- The following are exceptions to 
the exemption
 
rules, mentioned in paragraph (A) of this clause
 

1. 	 Stamps Fees . 

2. 	 The additional tax decided by law No. 
(28)
 

for the year 
 1969 or any other law that
 

replaces it
 

3. 
 The additional fee for. the University of
 

Jordan mentioned in law No. (3) for the
 
year 1973 or 
any other law that replaces it
 

4. 	 The additional unified fees decided by
 
system No. 
(80) for year 1966 or any other
 

legislation that replaces it
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Clause(18). No body is allowed, for any reason whatsoever
 
to 
challenge the right of transferring the 
owner
ship of any real estate from the Municipality in
to the corporation whether the Municipality have
 
already possessed it 
or in the process of posse
ssion before the execution of this Law 
.
 

Clause(19). The corporation shall excercise its duties 
as if
 
it was 
a public company, according to the compa
nies law, 
 except for what is mentioned in this
 

Law
 

Clause(20). The Council of Ministers shall issue the regula
tion for the execution of the rules of this Law
 

Clause(21). The Prime Minister and the Ministers 
are asked
 

to execute the rules of this Law 
.
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To: Stockholders of 
Amman Development Corporation
 

Amman - Jordan.
 

Auditors' Report
 

We have examined the 
 balance sheet of Amman Development co-po

ration as of Dec.31,1986 and the related profit and loss statement for
 

the year then ended, 
 we have obtained information and notes which,in
 

our opinion,were necessary 
 for controlling 
 the corporation's
 

operations 
and auditing the accounts. Our examination 
was made in
 

accordance with generally accepted auditing standards,and accordingly
 

included 
 such tests of the accounting records and such other auditing
 

procedures as we considered necessary in 
the circumstances.
 

statements present fairly the
 

In our opinion,and as it is recorded in the corporation's 

records,and based on information and the accompanying notes (1-24) 

which we were given,these financial 

financial position of 
the corporation as 
of Dec.31,1986 and the result
 

of operations for the year then 
 ended. The financial statements of
 

the corporation are prepared in 
 accordance with generally accepted
 

accounting prinicples and in conformity with the Jordanian Laws.
 

In accordanca with clause 
(171) of the Companies Act in uffect,we
 

suggest that the stockholders approve the Balance Sheet 
as of Dec.
 

31 ,1986, and also 
approve 
the Board of Directors' suggestion to
 

distribute profits in 
the amount of (3 00)thousand J.D, and retain the 

balance of J.D (29R07n) *nr +h= r-nminm,c 
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lccragd rcm,.., 

Notes rcolvila 

ihock sodor-coltl an 

Vkpo",illand correot assets 

(ot. 91 4436 

(31ot4lO 2017 

Iflotolll 2,7441 

Ihot.lll 115602 

316134.170 

397714.711, 

I17632.0O0 

Corrnt listilitie 

otcitio, morily 

Syojication lm llstalsets 

Cotractors' ictoinllpayable 

toot,II 

foote 25 

(ootlI1) 

11110 

117714 

137151 

4M. 11A Cashi Ibaed 
614 

10041.03l 

37214.i5 

Accrued opmIolls 

P'fcalt, on land-lin 

[loteIll 

(Note 151 

16217 

4"197 

!3l953.l73 
- Total current eoto 179438.917 Othercreditors (note70) 1871 

2711.9170 iscellaneous (oconignirnt (note711 70324 

300OQOO0o Dividends proposed 47000 
405IVI.020 Unr#aroifrevenues [note771 5"1Ol 

17007401.454 tot.lsipets 
.......5 To24411115.769 

12179111 
----- lotalurrentliibilities -------

T7ota4l7.a5OTt,! liablitei andootrs' equity 17l79116 



Profit Distribution Statement 

as of Dec.31,1986 

Amount Descriptions Year/1985 

J.D/Fils 
J.D 

236100.248 Retained Earnings 110484 

444859.938 Net Income/posted from income statement 661372 

680960.186 Total 771856 

Distribution 

44485.994 Compulsory reserve (10%) 66137 

22242.997 Voluntary reserve (5%) 33069 

3781.310 Allowance for universities' fees 5622 

12375.000 Board of Directors awards 10928 

300000.000 Dividends proposed 420000 

298074.885 Retained earnings 236100 

680960.186 Total 771856 



----- 

---------- 

Income Statement for the year
 

ended Dec.31,1986

Imount 
 Amount 
 Descriptions 


year196:

J.D/fils 


J.D/fils
 

Revenues
 
1100769.839 Revenues of 
commercial complexes (note23) 1219686
 
52408.493 credit bank interest 


146187
 
120895.685 Income of 
land sales 
 (note24) 
165531
 

370.480 Miscellaneous 
revenues
 

150.000 Income of 
fixed assets sales
 

Reserve for staff leaving indemn.ities 

1274594.497 


Total 
revenues
 

Deduct:Expenses
 

709472.170 Expenses of 
commercial complexes (table6) (767265)
 
120262.389 General&administrative 


expenses (table7) (102961)
 
(829734.559) 


Total expenses
 

444859.938 

Net income/posted for profit distribution 


statement
 

194 

661372 



Amean Ceropeent Coepoti on
 
Jrdialnan Pvhhi torportion
 

F ixdASSets d A u latd Dere(lation asof o.32, 1981
Asset's Noa& 

CostPrice 
 Alcuoulated Opreciation Currentyear 
 Accuoulatrihpreciation 
 BonaValue as of
as of0'.31,19B5 
 Dpprenition 
 asof rec.31,1916 
 Oec.31,2986
 
J.I/Fils 
 J.OlFil 
 .YsJ|Fls 


J.D/Fils
 

Assets 0 Slhisouvh Coli.4rcjal
Land Coeple
 
645. 


.0.000--
 4 7 .
 
2296313.943
Na tinar yI Equip w.ntt 744943.354 91853.757
OB 929
.130 
 419 9. 20 336797.111
CentralConditional 1 6 9.770 1939546.032Units I Sanitary Fixtures 251159.g70 5 37 .440 50599.69 067063.351
Por Supply & (lectricalDevices 257;5.987 0839.344
136134.000 169V70.526
Furmiture I Fixtures 73311.465 
 7174.711 
 99486.1BG
6993.605 3694..60


2154.169 
 977.086 
 3131.255
 
Shabso;uh TotalAssets 


3452141.548 
 423461.565 
 162120.765 .................................... 58557.230
...............................................................................................------------------------------------------------------------------------------------------ 26039.718~-------------------------------

---------------

21 Assets of Princehidanl Plofi'dComancial Cosplen 
Land 627,19.00.......... 

31 

cuy I
machinery I Equipernts 

CentralConditioning Units I Samitary Fixtures 
Power Supply & Electrical Devices 
Fer'iture I Fixture% 
ools 

Prince oho'd TotalAssets 

Assets of iNeadiluartri-s............................. 

2it784(.170305012.515 

302411.955 

16378.600 

9234.1155 
2362.500 

4279035.175 

312054.426
l/7779.000 

7B140.137 
946 276 

3071.506 
434.121 

6?0967.472 

I478?2.46245;51.SB7 

30217.796 

157;j.720 

13.n4q 
30."01 

240922.522 

........ 

57q4
6 .462 

163550.861, 

ICBIBI.933 
54 3 

7. 
9 
?6 

4467.554 
84.167 

6....l. 

67577'9.000 

74BO9.259
1a1461.663 

0InqO.n22 

"7164fl.694 

412.31 

1558.333 

3411145. . . 

Frsittre I FcoIvie, 
71917.150 115.709 701.68Cars 
13259.750 3729.415 1793.055Office Eqaipwmts 
19l1.250 # 3584.071 ,#1150.019Couotp Devices 
4910.00 211.000 96B.00 

Nealqiarters TotalAssets 
50091.150 19476.15 6606.617 

.. ............ :......... ...=........ ......... .. raid Total 
7701714.J73 1063905.732 449849.99 
a...... =aInaa ilt...... raa-- a:: z::r•ra...... ....... : 

Accseslatrd depreciatlin masdecreased by J.0 11769.895) hich Isthe acrsallated drepr,ofdis!osed office etoupsentduring theyearIS Current yeardepreciatilomosdecreased by J. 1160.1051Ohic istheIcmu-Ilated drprec.ofdisposed office equipmnt durietheyjra 

14791.317 

5527.470 
4134.090 
2235.000 

26282.817 

1473755.201 
r . 

.... . .... . . 

7117.833 

7737.780 
5195.160 
3705.000 

7321.273 

........ .............. 
1307519.672 
. . . l.t.t r.. 

.. 

http:50599.69


Expenses of 


Amount 
 Amount 


.J.D/fils J.D/fils
 

265000.000 


5500.000 


7750.000 


3000.000 


11355.750 


149.200 


6416.395 


276675.530 


3060.000 


1421.925 


26391.750 


56999.875 


3118661.831 


90182.438 

2426.070 


4823.750 


3750.000 


(35130.000) 


3848434.514----
 .... 

Table No. (2)

construction in progress as of Dec.31,1986
 

Descriptions 

year/19
 

King Abdullah commercial complex project
 

Design fees 

265000
 

Consultative & feasibility study fees 
 5500
 
Technical 
committee awards 
 7750
 

Awards for 
1st three design
 

competitors 

3000
 

Advertising expenses 

7424
 

Land drawings & bound fees 
 77
 
Miscellaneous 
expenses 


4176
 

Supervision fees 

126789
 

Service road fees 

3060
 

Sidewalks fees 

1422 

Construction license fees 
 26392
 
Payments for power supply station 
 57000
 

Work done by the contractor 
 1162805
 

Bond interests & commissions
 

Land registratiun 
 fees
 

Soil test 
expenses
 

Arbitration Board rewards
 

Deduct: 
revenues of bid-document sales (34920)
 
Net expenses of King Abdullah commercial 

complex project
 



___ 

--

Expenses of construction in progress as of Dec.31,1986
 

Amount Amount 

J.D/Fils J.D/Fils 

1137.000 

2250.000 

1800.000 

800.000 

1312.430 

44677.040 

2804.050 

(775.000) 

54005.520 

1137.000 

2250.000 

800.000 

89.500 

(850.000) 

3426.500 

160.500 

71.570 

232.070 ------

3906098.604 

Description 
 Year/1985
 

Um AL-Rimam project(vocational centers)
 

Advertising expenses 
 1137
 

Awards for ist.three design competitors 2250
 

Geo-technical study fees 
 1800
 

Technical committee awards 
 800 

Miscellaneous expenses 
 1023
 

Design fees 
 13756
 

Land registration fees 


Deduct:revenues of prequalification
 

documents sales 
 (775)
 

Net expenses of Um AL-Rimam project
 

Tiheen AL-Sharbi project (vocational centers)
 

Advertising expenses 
 1137
 

Awards for lst.three design compelitors 2250
 

Technical committee awards 
 800
 

Miscellaneous expenses 
 69
 

Deduct: 
revenues of "prequalification
 

documents sales 
 (650)
 

Net expenses of Tiheen AL-Gharbi project
 

Transportation Terminal project
 

Land maps & drawings expenses 
 160
 

Miscellaneous expenses 
 10 

Total expenses of transportation terminal 

Grand Total 1661062
 



Prepaid expenses as of 
Dec. 31, 1986 
 Table No.(3)
 

Amount 
 Description
 

J. D/fj s 

1814.884 
 Insurance expenses
 

4570.945 
 Maintenance expenses
 

243.000 
 Fuel
 

6628.829 
 Total
 



Bank deposits :A current accounts as of 
Dec.31,1986 


Amount Amount 

J.D/fils J.D/fils 

560000.000 

500000.000 

500000.000 

500000.000 

500000.000 

400000.000 

400000.000 

200000.000 

58561.966 

26892.249 

3645454.215 

2337.525 

5259.323 

(93794.476) 

(86197.628) -------

3559256.587 

Table No(4)
 

Descriptions
 

Fixed deposits
 

Jordan Gulf Bank/main branch
 

Arab Jordan Investment Bank
 

Petra Bank /Tala'ali
 

Jordan Bank /Jebal Amman
 

Inte-national 
Credit & commerce Bank
 

Jordan Investmant & Finace company
 

National investment Company
 

Finance & Credit Corporation
 

The Housing Bank /mnain branch
 

The Housing Bank /municipality branch
 

Total Fixed deposits
 

Current accounts
 

The Housing Bank /main branch
 

The Housing Bank /municipality branch
 

Arab Jordan Investment Bank
 

Total current accounts
 

Total doposits & current accounts
 



T oa l 

J.1/1118 


145374. 9" 

U""~Y.213 

7162~.743 

30?3t. N 

1337.0" 

1100719.131 


rice Rohand 

J.11i, 

3195.33 

303547.10 

45332.179 

72311. 5t 

7300.000 

411049.3,0 

h bsa Igh 

.1111 


I3&III.fi 


271450.413 

30630.573 


230"1.2,0 

1021.000 

6'71.94i 

4AIft 11tvV1oPmuit Corpoati 

Rev"I's 04 si m"Alj cORPlNz., f tht yvar ended I@C.3,1936 

k scr ptl imm Ttal 

2.1/f
Jja/~l 


Caaierclal stores leyboe 20112 


Reel 5642X0 

Mtilitias 

71549 

Carparting foa saIbcrrlptions 312037 

Other revenues 3055 

rtta 
 1219016 

Table Fe. IS) 

TowrIMU 

Pri e. HoAgI' 

)JIt 


42342 

303343 

43532 

707 


303 

4034? 

ka s i 

3.1/111S
 

221454
 

20710 

3101? 

23"627 

753139 

mailto:I@C.3,1936
http:I3&III.fi
http:303547.10


-- 

--

Tla! PrIace 11ohl'i 

.1.11l1lS J.11/lils 

1574.MOS 40717.210 

1031.563 3670.400 

273.200 1237.213 

012.110 30.070 

1111.34 204.40 

4547.211 2723.741 

1363.404 4877.400 

7413.734 3151.110 

511.010 333.440 

2471.246 13142.171 

3713.31 1007.31 

2T51.4 0 364.240 

3750. 71 o36.570 

273.045 106.750 

410.150 1O11.311 

173.0 1"."$ 

541.301 .964 

3710.15 147.41P 

214.4"4 N.901 

V-42.474 553.314 

710.265 742.100 

240.000 112.000 

203103.211 17117.441 

shUl
hmqh 


M~lIMI 

4311.3115 

4361.163 

1321.2 

372.040 


41.10 


1102.540 


4453.000 

427.050 

212.570 


1144.370 


1704.00 


112.200 

2370.000 

1726.973 

3141.10 

73.000 

3831.340 


5733.,51 

123.584 

3781f.090 


47.405 


121.000 


10115.115 

Amix kvelopoent Corporation
 

Eupeeses of Colesrcial Coopiesue 
 for the year e"jed kc.3llt16. Table NOMtI 

Year 1185 
hscriptions Total Prince floe'd 
 shablhea 

J.1 J,.1 
 M.
 

Salarles,ales and Allowisce ompens I'23l 
 37114 44717 

Social wearily eupenset 7172 3721 411 
givIg fund eupenses 21 1131 
 1470
 

Leaves expenses 31 445 
 146 

tatinary I printing wpuiee 58 2t 
 420
 

Power eupens 3MYY 21126 17013 

Fuel enproses V526 4121 
 5333
 

later uspinss 3364 304 3060 

Tel ephoe 11penan 68 l0 
 51
 

luiuranE Mpunail Jill 1000 Vol
 

edlcal serlices vipses M27 IlIs 
 1017
 

Avertilsing eoam 2101 
 745 
 1136
 

~P IaltenInce I uipcues 33517 2052 
 3105 

iIscellantoss
eupenr 1117 51I 
 122
 

hodillcatee I nhinceitit elpetnll 11771 1942 
 17117 

Parling signs . ptnsi 110 40 70
 

Eopluyvt" transportatlio ruprnsus 314 157 
 167
 

llctsle I ualnetic card: eupenses "(10 1418 5102
 

lant cossisslons I eaponues 4l8 All
 

Inal Mintueiance lipenses 
 7134 
 287 4307
 

Staeps and fees 3 
 3"I 

Eiploym clothing epc-,s 

Totaloperating topenses I194e 
 8092 
 10166 



AssmnD1,iopspnt Torpomahoa 

EupTopsPof coveertlal cosplop f(O the yar I.dpd1r".31,I'M6. 

Tar I985 

Total 

J.I/FmIt 

Priact "9*' 

J.1IFIls 

Shabseuth 

J.I/fils 

Descriptions 
Total 

'-

PranrcRoahs'# Sabsough 

J.I 

403043.217 

I3375.611 

240922.522 

103325.19 

16200.115 

------.. 

---- ---. 

-------

Fli Ate Dfrrration F pnspo 

Loan InterestsI Cosesisicn, I.ppnnts 

In t e stoano v e du eOly ent ,to th ,contr a ctor 

ontrartorto9pFnslton 

kbi tratioo JoarE pr.ad$ 

.ngilnftrlnj tomSultantRr.ard, 

4Q'76 

141076 

17 5 

1V413 

5O0(bO 

2Ohn 

24076I 

14176. 

111 2 t 

974. 

09D 

1I1Y94 

....... 

-------

5006B.4)i 344241.141 I0170.765 TotalIon-Oppratimli .penMSP 572587 41I591 1019| 

71Y477. I0 

. 

447375.5" 

.. . ... . 

267306.394 

i............... 

Total[ipp"nsp 
761715 497265 

-t..= 

260M 



Table No. (7)
 
Genaral 
and administrative expenses for the year ended Dec. 31,1986
 
Amount Descriptions 

year/198' 
J.D/Fils 

J.D 
73580.970 Salaries, Wages and Allowances 66546 

7030.420 Social security expenses 
6543 

3923.925 Saving fund expenses 
3389 

5940.000 Board of Directors transportation expenses 3800 
2400.000 Legal fees expenses 

2300 
1000.000 Auditing expenses 

1000 
2619.000 Cars expenses 

1999 
980.370 Employees transportation expenses 871 
552.000 Employees clothing expenses 

452 
2422.570 Medical services expenses 

1204 
1179.985 Office equipment maintenance & expenses 1156 
1811.510 Stationary Z officu supplies cxpenses 1692 
311.815 Entertainment expenses 

462 
367.640 Magazines & newspaper expenses 482 
1068.717 Power expenses 

665 
555.110 Fees & subscription expenses 

631 
400.730 Cleaning & miscellaneous expenses 360 

6.000 Leaves expenses 
263 

835.340 lelextelephone and postage expenses 972 
656.245 Insurance expenses 

286 
6806.682 Fixed assets depreciation expenses 5849 
750.000 Director General award 

750 



Genaral and administrative expenses for the year ended Dec.31,1986
 

amount Descriptions 
yearIl98! 

J.D/fils 
J.D/fil, 

1144.860 Training programs expenses 1075 

672.000 Travelling allowances 
144 

30.000 Board of Directors secretary award 70 

1504.055 Computer expenses 

684.545 Reserve for staff leaving indemnities 

866.800 Travelling expenses 

160.105 Depreciation of sold fixed assets 

120262.389 Total general and administrative expenses 102961 


