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STATUTORY &

FINANCIAL RESERVES

TOTAL ASSETS

SHAREHOLDERS' EQUITY

Fineancial Highlights

1977
3 Rival

45,485,485

625,947,712

159,549,601

2,042.769,102

187,580,601

1976
Q Rivil

40,446,441

330, 598, (00

1900, 11

1,874,463, 832

147,704,118

Pereent
change
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1977 Fanencrerl Results

Dear Sharcholdgrs,

I have pleasure in presenting the Directors’ repori togather with the audited
accounts of the Bank for the year ended st Docomber, 1977

The Bank’s nei profl increased by
2% 10Q Rivals 45,485,483 (O Rivals
40486441 in 1976) alter making pros
vision fof contingencies bul before
(rinElers 10 Suitulory, Special dnd
Bonus Shore Reserves of Q Rivils
JORTT 00 (O Rivals 34307000 in
1976}, A dividend of 20%; (Q Riyvals
5,600,000) has been approved for
payment in addition o the Bonik
shimres which will be distribited 1o
the shureholders (ona (or iwo shares),

The profit showed a satisfuctory
inérease over 1976, despiie the faci
thit wields on  local Tudeds  werg
genernlly lower thian those earned in
the preceding vyear due (o easler
market sonditions especially in the
first hall of 1977, Loans increased by
B4 thus reflecting higher invest-
ment in the domestic morket and an
inerense in participation In the loans
ralied nbroad,

Chiir Main Branch in London (s now
operating with full authopised status
and s uable w oflér any sérvice
required by clients from any part of
the warkl, The Euroeredit business is
being developed and co-muanagement
positions lave Bedn viken In feceiit
syndicated loans. In conjunction with
ihe main brunch our other Branch
leested In the West Dnd of London,
it 36 Curson Streel, provides all
domestlc amd Inernational sefvides,
Is sltuition Is  particularly conves
nient for OQuinrl and other Arab
MNationals visiting London or residing
in that ared, Two lurther Branches
ire plaiined for Pars and Cairo (OHT-
shore) In 1978, 1t Is our intention ihat
the overscas business of the Dunk
should cantinue o expand in order
i enhance and frmly establish our
réeputntiod us i Bank of international
standing.
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The Main Branch in Doha has moved to new premises on Governiment House
Roead and the additional floor space will enable them 1o recrult more sall (n order
Lo expand their busingss and improve their banking services. Some of our senlor
officers in Doha will be proceeding to London for further training during 1978 and
this additional knowledge will assist in our effors w improve efficiency and service
L aur guslomaers,

Finally, on behalf of the Board of Directors and yourselves, | would like 10 gxiend
our gratitude and dpprociation to the Munagement and siait for thelr stendiast
loyalty, co-operation and hard work which has once again brought about another
successful year in the Bank’s progress,

ABDUL AZIZ BIN KHALIFA AL-THANI
Chairman of the Soard of Direciors



ASSETS

LIABILITIES

CAPITAL RESOURCES

Belance Sheet

Cash, Short torm funds and ai
Bankers

Advances and Bills Discounted
{ofier deduciing provisions for
Bad and Daubtful Debis)

Acerugd Interesi Receivable and
Prepaid Expeises

Invesiments

Long Term Loans

Fizgd Asseis (ai cost nat of
Depreciation

Curreni Deposit and other
Aceounis (including Reserves for
Conlingencies)

Amounts due (o Hanks

Dividends Payvable

Provisions and Accrued Expenses

Share Capiial

Reserves

Liabilities an Guarantecs and
Creditg Nor which there is a
corresponding Customer Liability

1977

0} Riyal {44}

1,276,682

63,947

11,748
94,963
2159646

RAR )
2,042,768

LE18.807
39,728
5600

10.944

150,590
2,042,769

1,123,066

1976
Q Riyal (000)

1,466,957

39,598

16,141

16,027

21,741

1,874,464

| 404,583
3,781
4,600
4,706
28,000

119,704

1,874,464

1,960,181




INCOME

EXPENDITURE

LESS

ABDULKADIR QA
Execuiive Blrector

ROTES

TO
FINANCIAL
STATEMENTS

Consolidated Statement of profit cnne losy

For the Year Ended st December 1977

1977 1974
Q Riyal Q Rival
Interest zarned and other income 167,897, 3H) 116,408,974
Interest paid, salaries, rent and
other expenses 122,411,904 74,922,513
Proflt for the Year 45,485 454 40,486,441
Appropriation Staternient
For the Yeur ended 3151 December 1977
1977 1976
Q Riyal 3 Rival
Balance |st Janunry 1977 H1.42% 93573
Add; Mei Profit for the year 45,485,484 A, 480,44 |
4554656, 910 40,578,713
Transfer to speclal reserve 25, 3000, (M) 2, KOG, D)
Teanifer to statutory reserve 77,000 K047 284
Transfer to bonus shires resefve [EXTTIRTTT -
Proposed dividend 000, 000 £, 600, DU
Balance carrled forwiard RU,601 Rl 434

ARDUL AZLZ BIN KHALIFA AL-THASI
Chafrman Board of Diveciors

1, INCOME TAX EXEMPTION

The exaompilon from Income tax foF (he bank wis renewed Tof ve consecullve years
effedtive March 23, 1978 ih accordance with ihe cabinel declsion Mo, 4 of 197 duied
May 23, 1976,

& CONTINGESCIES AND COMMITMENTS

The following conlingencies and commitmenis were ouistanding as ai Decembser 1, 1977

ot
i1y Bills held For collection 44,100, 318
l"lil Forward exchanpge contrias 45,517, 7
i Unised Balanee of syadicated loan 20 L3H, OO0

I LAND AND BUILDINGS

The bank's maln oftce and branch Bulldings are Bully an lind which was granted 1o e
bank by the Qatar Coverniment.



The Anditors Report

To The Shiarchollers
Qatar National Bank - SAQ
Dohi. Qualar

We have examined the Balance Sheet of QATAR NATIONAL
BANK - 5A.0., Dohu - Qatar, as at December 31, 1977 and the
related Statements of Profit and Loss and Appropriation for the
vear then ended. Our examination was made in accordance with
generally accepted nuditing standards, and accordingly included
such tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances, and we
have obtained ull the information and explanations which to the
best of our knowledge and belief were necessary for the purpose of
our examination.

In our opinion, the accompanying Balance Sheet and Statements
of Profit and Loss and Appropriation present fairly the financial
position of Qatar Nationul Bank = 5.A.Q., Doha - Qatar, as at
December 31, 1977 and the results of its operations for the vear
then ended, in conformity with generally accepied accounting prin-
ciples applied on a basis consistent with that of the preceding vear,
and give all the information required by the Law and the Bank's
Bye-Laws, We are also of the opinion that proper books of account
were kept by the bank, that the stocktuking was carried out in
accordance with recognised principles and that the information
given in the Board of Directors’ Report in so far us they are related
to the accounts are in agreement with the books. To the best of our
knowledge and belief, and according to the information given to
us, no contraventions of the Law or the Bank's Bye-Laws were
committed during the financial year in such a way as to aflect
materially the bank's activities or its financial position,

Daliii, Oitar
13ih April 1978 SABA & Co,



GOVERNMENT REVENUES
{in equivalent QR Milfion)

Transport amd Communications

The Economy of Qatar

Ahout 20% of the revenues of the State of Qatar are derived from the oil sector as
may be seen from the figures given below,

Rl

IRF0 jeFp JeTY jery JeM 1973 197a 1977 978

O] revenues 15 B} 1,104 | 616 5,538 6,623 BJI6D 7300 H, 143
Cither 64 107 126 119 1,780 512 67 TRy 917

o ——— o ——— —-—— 4 ol mEreer LLas e o

Tatal reveniie 79 943 1,230 1,738 TR %038 8,927 RO013 9,060
Towal révénues in
milllon L% j22 215 280 439 1,851 1,791 2239 2,032 2335

At the heart of the economic policy of the State of Qatar are the dunl objectives of
achieving industrial and commercial diversification almed at deriving maximum
benefits from the oil and gas related revenues. The assumption by the State of
complete control and ownership over the crude ail aperations is ane aspect of this
policy because oll revenues - the country’s major souree of wealth - are largely
used to finance devalopment of infrastructure, educition and health facilities and
productive investmenis, Oil stimulates industrinl development with the establish-
ment of ofl-based industeles and [t nlso provides an imporiant source of energy,
Natural gas |s used as o source of energy for fagtorigs, power stations and domestic
use, 4% o reducing agent in the iron and steel industry, in petrochemical industries
us 1he feedsiock for the production of nitrogen fertilisers, ethylene and polyethylene,
gic., Tor local consumption and export, and exported as NGL or its components,

The Government's diversification policy has for several years boon based on a
serien of comprehensive feasibility studies from which several broad lines of
possible aetivity emerged such as; exploitation of the Gull™s fishery potential;
pmdumlun of cemeni from local faw mileriali) encourigement of Qutar invests
meni In domestic projects in partnership with the Government and foreign
arganisations; intreduction of domestic refining: and cultivation of Qatari cam-
iefclal and Industrinl interests, [t will be noted that export underiones are commaon
to most of these nctivities,

Qutar is participating with Saudi Arabin, Kuwait, the United Arab Emirntes,
Bahrain and Irag in a joint Gull shipping ;}rruimlun that Is expected to have
1600 vassels in service by 1280 and 130 by 1983

The State is also a partner with eight other Arab natlons in the Arab Maritime
Peiroleum Transport Company. The Qatar Nationdl Navigation and Transport
Company has added iwo Indian-built shallow draught 675 dwt vessels 1o its fleet
for transhipment work, Doha's four-berth man-made port opened (n 1970 has
since been expanded 1o accommaodate alongside docking for three more ships.

A total of 303 vessals, including 210 from Europe, unloaded 1,297,563 {reight tons
of general cargoes at Doha and Umm Sald in 1976, Consignments of manufactured
goods (203,082 freight tons), bullding materials (36,950 freight tons), steel pipe
(98,934 freight tons), cement (206,532 freight tons) and plant and machinery
(136,071 freight tons) comprised the major purt of these cargoes, The Stute's
natianal air earrier Gull Air - ewned equally with Bahrain, Abu Dhabl and Oman -
has taken delivery of its fourth extended-range Tristar and has ordersd several
Boeing 737s as short-haul replacements for BAC 1-11s. The airling's international
neiwork links Doha with London, Amaterdam, Paris, Athens, Lafiaca (Cyprua),
Belrut, Calra, Amman, Baghdad, Karachi and Bombay. There are high frequency
services to the Qull States, lran and Saudl Arabla by BAC i-11s. YCI10s and
Fokkers.

The Civil Aviation Department was set up in 1973 Major improvemaents are baing
carfied ot a1 the existing Doha International Airport. There were 1,257 commer-
cinl movemenis per month through Doha Inigrnational Aifport in 1976,



Teleconimunications

Eleetricity

Pipeline network

Indusirializailon

The Economy of Qatar

Road construction is a continuing process throughout the peninsula, The convers
slon of existing links with Umm Said and Dukhan imo dusl earriageways and
planning for o new highway between Doha and Umm Bab are nearly complete,
Heavy iraffic is now using the highway running south west from Doha for 66 miles
(105 km.) to the Saudi Arabian border, near Salwa, to provide vehicular access 1o
the Mediterrancan, through Jordan, and o Europe vin Kuwait, Irag and Turkey.
The peninsula’s network of first ¢lass motor ronds now exceeds 219 miles (350 km,)
and will soon be linked with the United Arab Emirates.

The 1ol length of Iner-centre metalled roads in the State of Qutar was placed at
about 600 miles (960 km.) in 1973/1974 by the United Nations Economic Com-
mixsion for West Asin and is now considerably higher. An important development
uit the course of 1977 was the consiruction of certin roads within Umm Sald town
and Industrial arei.

An earth statlon has been built 22 miles (35 km.) west of Doho at 8 cost of
appresimately QR 20 million to beam, by means of a 270-10n dish antenno, on o
the Internationally owned Indian Ocean satellite. The station provides the Siate
with o “mulu-hop™ satellite fucility covering the world, It carries 30 international
telephone circults, capable of handling 5,000 calls simultaneously, and two colour
televizion channels,

An automatic telex exchange wias opened in 1976 (380,000 ielex missages werg
transmitted from Doha in 1973 and a contraet worth QR 21 million has been
awiifded for expansion of Doha's ceniral exchange to 16,200 lines and construction
of 11 rural exchanges. The telephone eystem will then have a capacity of 30,000
lines and cover the whole of the peninaula,

The generation of electricity by the public sector systems ingrensed rom 1.9 MW
in 1954 10 277 MW in 1970, In 1977, eleciricity generiled rose to 950 MW,

A pus-luelled power/distillation complex is under construction at & cost of some
QR 1,360 million st Ras Aby Fontas, 10 miles (16 ki b south of Doha, o ensure
the long=terim security aid quality of domesiic electriclty and water supply services:
designed generation and distllation capacitios for the first two stages dre 300 MW
and 24 million gallons daily. Completion is scheduled for mid-1979, bur the work
has been programmed to enable Incoming equipment (o coniribute supplies pro-
gredsively from the end of 1976 anwards,

Existing generation and distillation plants ure also being expanded and peninsili:
wide cupacities of 304 MW and 39 million gallons per day of desalinated waior are
eapecied 1o be achleved by the end of 1978,

Cas and oil aie now supplied to same of the industrial planis through a network of
pipelines ariginating from the onshore production of awociated gas. Pipeline
#upplies (Mrom Dukban) presenily reach the power stition and water desalination
plant at Ras Abu Aboud, near Doha, the fertiliser plant at Umm Said and the
coment plant st Umm Bab. Other pipelings supply gas from ihe separation plant
at Fahahil to the new power and water plant al Ras Abu Fonias, One 3inch
pipeline s under construction to supply the petrochemical project und another
Jeinch pipeline o supply the steel plant s now partly operational, The NGL 11
Praject will be serviced by a complex of pipelines connecting the various aifshorg
all fields, and eventually 1o carry gas and condensaie by two separate pipelings
53 miles (85 km.) to the mainland at Wakrah (and from thero to Umm Said). This
complex is expecied to be fully operational during the course of the current vear.

As part of lts policy for the diversification of the economy, the State of Qatar has
launched a programme of bullding up heavy industries. This decision was based
ufion the avallability of associated gas which otherwise would have w be Mared,
The relative cheapness of energy has allowed the State 1o considor the use of i




The Economy of Qatar

both as raw material and as fuel, The first steps in this direction were taken as enrly
as |962 when it was decided to set up n cemant plant and in 1962 when the decislon
to oatablish a fertiliser planl wid taken, The two areis prescinily being concentratod
upon by the Government for industrlalizaton are located at Umm Sald and
southwest of Doha. Umm Sald (s the she for heavy Industry. The industelal area
is on the waterfront and the town proper is located behind the industrial area. The
secand aroa southwest of Doha is allocated For light indusiry,

For all investment projects in the fleld of heavy industry the Government Ik
drawn upon international competence and experiise and in many cases this has
beon backed up by minority equity participations from the international coms
panies, supplemented, where appilopiiale, by e requifed managemenl and
marketing armngements with those companies or thelr aflilintes.

The sieel mill plant 15 situaied on the waierfront in the Umm Said Indusirial Area
some 23 miles south of Doha, An area of approsimately 166 acres (67 heciares) has
been allocated for the plant site. A further 93 acres (approximately 37 hectares) has
been reserved on an adjacent site for possible future expansion.

The steel mill comprises the following production unit -

fa) a direct reduction plant (using the Midrex process) with an annual capagity of
400,000 fony of sponge Ifon;

ik} two electric arc furnaces with a capacity of 207,90 tons each per annum, giving
a tolal capacity of 415,800 tons;

() two coniinuous casting machines each having a total annual capacity of 536,800
N

(e} & ralling mill with a rated capacity of 380,000 tons per annum {capacity based
on projected pattern of output);

() ancillary plant comprising elevtricily sub-station, exygen/niirogen generator,
machineg shop, quality coniral céntre, utilities and matérial handling systamas,

The construction of the plant has been completed on schedule, and It is presently
being eommissioned, except Tor the dirgei reduction plant which is in the final
stages of construction, Kobe Sieel Limied has o wurnkey contrget covering the
design, engineering, equipment supply and commissioning of the plant. The
contract for bullding and civil engineering work wis carried out by Tabsel
Carporation, a Japanose company,

The direct reduction plant will use, us s major feed, iron oxide pellets of high
grade. The Midrex process produces sponge iron, which Is subsequemly mixed with
sieel sarap and led o the elestric are Murnaces 1o produce steel. Iron ore pellews will
b unlonded and stored in a yard which will have a capacity of soma four monihs'
prodduction regquirements, The single Midres direct reduction Turnace will require
approximately 600,000 tons per annum of ron oxide pellets o produce its rted
capacity of 400,000 tons of sponge iron,

Al the next stage of the production cycle, a misture of sponge iron and scrap will
be fed 1o the two ulira high power arc furnaces. There is considerable flexibility as
to the proportion of sarap which can be fed 1o the arc furnaces, the towm! annual
capacity af the two furnaces being 41 5800 tons,

The molten steel Is then passed through continuous casting machines which turn
the steel into billets.

Finally, the billets are re-rolled inio reinforcing bars for use in the sonstruciion

indusiry, The raied annual capacity of the QASCO vollmg mill js 380,000 fans,
although outpuil will vary depending upon composition of the sizes of the

reinforcing bars 1o be produced.



The Economy of Qatar

Qatar Mational Cemenl Company was eitublished in 1963 with a capital of QR 3%
million as a partnerahip between the Goveinment and the Qatar privale sector Lo
build a factory to make Portland cement and sulphate-resistant cement. Production
started In 1969 with a capacity of 100,000 tons per vear, Subsequent expansions
including the current expinsion will raise capacity o approximaiely 300,000 tons
per year.

Qatar Fertiliser Company was incorporated in 1969 as a Qatarl limited liability
company with an initial authorised share capital of QR 56,714,000 with the object
of building and operating a nitragenows (Ammonia/Urea) fertiliser plant, using ns
feeditock associated gas from the Dukhan onshore figld. The State of Qatar is the
mijority shareholder (63%, inltally, and 70% presemly), and foreign pariners
{(Norsk Hydro = 23%; Davy Power Gas = 394 and Hambros Bank = 2%) provide
the balance of the equity. The existing plants have a design capacity of 900 tons per
day of Ammona and 1000 tons per day of Lirea, A second fortiliser plani beside
the existing ong 1 at an advanced stage of construction, and will double the daily
production eapacity to 1,800 tons of Ammonia and 2,000 tons of Uren.

A Matural Gas Liguids plant (MGL 1), belonging 1o QPPA, was larmally inau-
gurated (n early 1975 The plant was based on onshore associnted gas and it
producis were mostly exported. A fire in the first part of 1977 destroved most of
the fractionation and storage (acilities, The plant was covered by insurance nt
replacement value and implementation of it reconstrugtion programme will
cammence in the sevond half of 1978.

The Matural Gas Liguids Project Mo, 1 (*NGL 1) originated as a joint venture
of the Stite of Qatar and the Shell Group as & means of utilizing the asociated gas
produced together with crude oil from the offshore oil fields of Bul Hanine, Maydan
Mahzam and ldd al-Sharpl. With the exceptlon ol o small amount which s used s
fuel for the vil production plaiforms on thesa fields, the associated gas s presently
being Mared,

The NGL 11 project wis taken over compleiely by QGPC as from [st December,
1976 bui the Shell Group is assisting in jis development and completion,

The associated gas recovered ar the oil/gos separators al the well head will be
subjected 1o preliminary processing (compression, cooling and dehydration) on the
projfuciion plaiferm, The resuliant gas and liguid streams will then be transmined
thiough separate pipelines (0 the onshore provossing plani near Umm Said,
approximately 75 imiled (120 kin,) away,

In a two-stage process at Limm Said, a methane-rich gas stroam will first be stripped
ol of the gas-liguid miatire, The NGL will then be Turther split in a fractionation
unit w produce ethane-rich gas, propane, bulane and pnatiral gasoline, Ethang-rich
dry gas will be sold to the petrochemical complex as feedstock for the produciion
of gihylene. Propane and butane will be sold lorgely (o export markews. MNatiral
gasiline will be exported and residual gas will be sold as fuel for other industries
i Qatar including QASCO.

Qutar Petrochemical Company was formed on 2nd Sepiember 1974, by Decree No,
109 of 1974, 84 %, of its share capital, the paid up amount of which is now QR 360
millign, is presently beld by QGPC on Bohall of the State of Qatar and 16% &
owned by CdF Chimie, n French Company.

The petrochemical complex Is now under construction and will comprise an

cthylene plant, a low density polyethylene (LDPE) plant, power and steam gen-
eftion iinlls, and oil-sig facilities,

The plams wre designed to produce 250,000 (o per year of ethylene {at a minimum
purity of 99,95 %0 and about 3,000 tons per year of propylene, at a technical grade,
by ethane pyrolysis Iram an ethane-rich gas, Ethane-rich gas will be abigined from
the NGL plants tredting associated gas from the onshore and affshore oil Aelds.



Agriculture

fanking System

The Economy of Qatar

Some 50% of the ethylens so produced will be used in the production of LDPE,
The comples will include ancillary facilities for nirlng. Elorage, effluent treatment
and lguid ethylene ship loading. Sulphur will be recovered by a sulphur recovery
unit whigh includes a prilling system,

Among other mujor developmenis, the following might be noted, A Nour mill and
grain storage Meility was set up in 1972 at Umm Said. A fish (shrimp) (regking
eomplex, with its own fleet of trawlers, to cater (o export markets, started operation
in 1968, Severnl hundred plants and workshops, mostly on a smill or medium
scile of operatlon and penorally owned by the Qutari privaie sector, have also beon
set ups These include, among othors, bakerios, soft drink plants, Mctories (o manu-
fagture tles, conerete hlecks and other bailding imatedials, stone crushers, iron
anithies apd foundry, printing presses and an extensive arriy of repir workshops,

Studies are currently in hand for a range of plants in the light and medium in-
duilries #E0LOT.

Qatar has joined with 10 other Arab states in the establishment of an Arab [ns
stiute for Invesimeni in Agrivulivral Developmeni with a ¢apiial gquivaleni io
2130 million, The long-term atin is sell-suMciency in the lght of forecasts that the
valug of Arab food imporis will double over the nest 10 years,

Meanwhile the peninsula’s two-sgnson agnculture s miking progréss, despile seli-
evident geographical handicaps, with the backing of experimental farms and
hydrosagricultural surveys, Gver 276 farms provide vegetable products at annual
rites in excess of 21,000 oo, allowing for limited export of scasonal surpluses,
Grain production has fisen 1o around 1,000 tons a vear,

Pouliry and dairy Turming projects are now operational and are intemded 1o
gecount for 80 of local consumption. A sheep farm has been extablished with a

proposed stock of 3,000 head.

The Quatar Monetary Agency performs severnl of the funcilons of o Central Bank,
Including the lssuing of currgney,

The commercinl banking sysiant in Qatar consisis of twolve gommaergial banks, af
which two are gntitely domestically owned, Gatar Natienal Bank (Tounded in 1964
with a 50% State sharcholding) and Qawr Commereial Rank (entirely private,
founded in 1973).

Quiar National Bank handles Government business, including most of the bualness
of Stitesowned companies. Essentlally n commercial bank, Qoinr Mavonal Hank
has wken part in financing seme of the major indusirial projecis within the State
and has now begoms active in international fnancing, having ostablished two
branches in London and two further branches in Pafis and Cairo {oifshore) are
planned 1o be opened in 1975

Ranking regulations are covered by Decree No. 4 of 1970 with its subseguent
amendments and by various deelsions of the Minlster of Finance and Peiroleam.

The growth of the commeraial banking system has been remarkable during recent
years. According (o the Qatar Monetary Ageney, toial assets of commuoreial banks
aperating in Qatar have fisen from QR 434 million (221 million) in December 1970
i QR 3,369 milhon (8832 million) wy December 1976, Advances by commuercial
banks 1o the private sector have (noreased during the sume period from QR 213
million {844 million) to QR L339 million (3394 million), In Seprember 1877,
ndvances totalled QR 23110 million (3584 million),
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