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Kuwait China Investment Company KSC

STATeMeNT FroM THe CHAIrMAN oF THe boArd

dear Shareholders,

There is no doubt in my mind that 2008 

will be remembered as one of the most 

unprecedented years of international 

financial turmoil and uncertainty.

In a span of 12 months only, the world 

witnessed a near meltdown of the global 

financial system, partial nationalization of 

practically every major financial institution 

in both the U.S. and U.K., global trade 

shrunk by almost 10% and governments 

took aggressive fiscal policies to combat 

the risk of systemic financial failure and 

avoid a deep economic depression.

As a result of these global events, 

markets recorded an equally catastrophic 

performance for the year. The Dow 

Industrial Average Index and the China’s 

CSI Index declined by almost 33% and 67% 

respectively. The MSCI-ex Japan, a broader 

index that covers Asia excluding Japan, fell 

by over 53%. Local markets were not left 

untouched as the Kuwait Stock Exchange 

slipped by over 38% for the year. 

Unfortunately, this severe market correction 

had a negative impact on our investment 

portfolio and made it very difficult to 

generate returns in any asset class. 

Nevertheless, in this very challenging 

environment, KCIC took strong measures 

throughout 2008 to reduce its direct 

exposures to the markets by redeeming 

from most of its fund managers and 

trimming positions in public market stocks. 

In doing so, the company increased its 

cash position by over 29% to K.D. 33.3 

million while reducing its public equity and 

hedge fund exposures by 80% and 69% 

respectively to K.D. 13.5 million.

At the end of the year, losses incurred 

for 2008 amounted to K.D. 20.9 million, 

26.08 fils per share, of which K.D. 19.8 

million were unrealized and only K.D. 2.9 

million realized. This loss translates into 

a return of equity (“ROE”) of -21.57%* for 

2008. It is important to note that during 

the same period the Kuwaiti Investment 

Companies Index of the Kuwait Stock 

Exchange declined by over 51%.

Operationally, although non-interest 

income was down by 48% KCIC took the 

necessary means to offset this by reducing 

all discretionary expenses by almost 31% 

and shelving expansionary plans for the 

year.

Although the loss negatively impacted the 

equity position of the company by reducing 

shareholder’s equity to K.D. 74.9 million, 

a capital loss of 6.2%, we are convinced 

* Based on opening equity for 2008.
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that KCIC’s financial strength today will 

help position it to recoup these losses in 

the very near future. 

Looking ahead to 2009, we believe that the 

global financial system should stabilize 

as the impact of the governments’ fiscal 

stimulus and the cost rationalization of 

corporates takes effect. More importantly, 

while most developed countries face a 

continued pressure of deleveraging their 

balance sheets, Asia remains relatively 

unhindered by financial constraints with its 

high savings and its unleveraged balance 

sheet. The global trade imbalances, which 

led to Asia financing the West’s hunger 

for consumption, cannot continue. Both 

governments and private sector participants 

acknowledge the need to encourage a 

more balanced world and as a result, Asia 

will emerge out of this crisis a stronger 

contributor to global economic growth.

Throughout 2009, KCIC will remain focused 

on its core strategy of positioning itself 

to benefit from Asia’s shift to domestic 

consumption and a shift from a heavily 

dependent export economy. Sectors such 

as infrastructure, real estate, healthcare, 

financial services and media, among others, 

will all benefit from Asia’s refocus on 

its domestic consumer. In order to do 

so however, Asia will require significant 

investment and KCIC aims to be the premier 

Gulf-based investment house advising 

investors and investing capital into Asia’s 

very promising future.

Finally, it is my pleasure to express, 

on behalf of KCIC’s Board of Directors, 

employees and myself, our sincere 

gratitude and appreciation to H.H. The 

Emir of Kuwait Sheikh Sabah Al-Ahmad 

Al-Jaber Al-Sabah, H.H. The Crown Prince 

Sheikh Nawaf Al-Ahmad Al-Jaber Al-

Sabah, H.H. The Prime Minister Sheikh 

Nasser Al-Mohammed Al-Sabah, as well 

as to members of our government for their 

continued support of Kuwait’s national 

institutions and companies, praying to God 

the Almighty to bestow upon our beloved 

homeland, blessing of safety, security and 

prosperity.

I would also like to express my sincere 

gratitude to the company’s management 

and its staff members for their perseverance 

and dedication that has enabled KCIC 

to achieve its goals and objectives and 

maintain its position as one of Kuwait’s 

leading investment companies.

omar Kutayba Al-Ghanim

Chairman of the Board
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AudITorS’ rePorT
Independent to The Shareholders of Kuwait China Investment Company K.S.C.

We have audited the accompanying financial statements of Kuwait China Investment Company K.S.C. (the company), which comprise 

of the balance sheet as at 31 December 2008 and the income statement, cash flow statement and statement of changes in equity for 

the year then ended, and a summary of significant accounting policies and other explanatory notes. 

Management’s responsibility for the Financial Statements

The company’s management is responsible for the preparation and fair presentation of these financial statements in accordance 

with International Financial Reporting Standards as adopted for use by the State of Kuwait. This responsibility includes: designing, 

implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free 

from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making 

accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance 

with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform 

the audit to obtain reasonable assurance whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 

The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the 

financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant 

to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate 

for the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit 

also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by 

the management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we 

have obtained is sufficient and appropriate to provide a basis for our audit opinion.

opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the company as of 31 December 

2008, and its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting 

Standards as adopted for use by the State of Kuwait.
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report on other Legal and regulatory requirements

Furthermore, in our opinion proper books of account have been kept by the company and the financial statements, together with the 

contents of the report of the company’s board of directors relating to these financial statements, are in accordance therewith. We 

further report that we obtained all the information and explanations that we required for the purpose of our audit and that the financial 

statements incorporate all information that is required by the Commercial Companies Law of 1960, as amended, and by the company’s 

articles of association, that an inventory was duly carried out and that, to the best of our knowledge and belief, no violations of the 

Commercial Companies Law of 1960, as amended, nor of the company’s articles of association have occurred during the year ended 

31 December 2008 that might have had a material effect on the business of the company or on its financial position. 

We further report that, during the course of our audit, we have not become aware of any material violations of the provisions of Law 

No. 32 of 1968, as amended, concerning currency, the Central Bank of Kuwait and the organisation of banking business, and its related 

regulations during the year ended 31 December 2008.

WALeed A.AL oSAIMI ALI A.AL HASAWI

LICENCE NO.68 A LICENCE NO.30 A

OF ERNST & YOUNG RÖDL MIDDLE EAST 

 BURGAN - INTERNATIONAL ACCOUNTANTS

25 March 2009

Kuwait

AudITorS’ rePorT (Continued)
Independent to The Shareholders of Kuwait China Investment Company K.S.C.
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INCoMe STATeMeNT
Year Ended 31 December 2008

2008 2007

Note Kd KD

Realised (losses) gains on investments at fair value through income statement (2,891,130) 3,457,468

Unrealised (losses) gains on investments at fair value through income statement (19,845,714) 4,751,202

Realised gain on sale of financial assets available for sale 1,071,675 291,725

Interest income 2,063,538 3,423,238

Management and advisory fees 228,913 488,550

Dividend income 229,315 15,062

Other income 22,324 411,679

INCoMe (19,121,079) 12,838,924

Finance costs 8,300 530,922

Staff costs 1,065,443 938,899

General and administrative expenses 462,141 668,088

Impairment loss on money market fund 4 733,220 - 

Release of general provision (526,317) (529,093)

eXPeNSeS 1,742,787 1,608,816

(LoSS) ProFIT beFore CoNTrIbuTIoN To KFAS, ZAKAT

   ANd dIreCTorS’ reMuNerATIoN (20,863,866) 11,230,108

Contribution to Kuwait Foundation for the Advancementof Sciences (KFAS) - (101,071)

Zakat - (6,862)

Directors’ remuneration - (35,000)

(LoSS) ProFIT For THe YeAr (20,863,866) 11,087,175

(LoSS) eArNINGS Per SHAre 3 (26.08) Fils 13.86 Fils

The attached notes 1 to 23 form part of these financial statements.
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Kuwait China Investment Company KSC

bALANCe SHeeT
At 31 December 2008

2008 2007

Note Kd KD

ASSeTS

Cash and balances with banks and financial institutions 4 35,457,477 24,255,960

Financial assets at fair value through income statement 5 16,543,427 56,280,025

Financial assets available for sale 6 25,391,531 16,469,183

Other assets 7 4,116,461 416,202

ToTAL ASSeTS 81,508,896 97,421,370

LIAbILITIeS ANd eQuITY

LIAbILITIeS

Due to banks and other short term borrowings - 100,000

Accounts payable and accruals 8 6,662,416 595,932

6,662,416 695,932

eQuITY

Share capital 9 80,000,000 80,000,000

Statutory reserve 10 1,691,958 1,691,958

Cumulative changes in fair values (1,015,092) -

(Accumulated losses)/retained earnings (5,830,386) 15,033,480

ToTAL eQuITY 74,846,480 96,725,438

ToTAL LIAbILITIeS ANd eQuITY 81,508,896 97,421,370

omar Kutayba Al-Ghanim
Chairman

Jassim Mustafa boodai

Vice Chairman

The attached notes 1 to 23 form part of these financial statements.
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CASH FLoW STATeMeNT
Year Ended 31 December 2008

2008 2007

Note Kd KD

oPerATING ACTIVITIeS

(Loss) Profit before contribution to KFAS, Zakat and Directors’ remuneration (20,863,866) 11,230,108

Adjustments for:

Unrealised losses (gains) on investments at fair value through income statement (19,845,714) (4,751,202)

Interest income (2,063,538) (3,423,238)

Dividend income (229,315) (15,062)

Finance costs 8,300 530,922

Impairment loss on money market fund 4 733,220 - 

Release of general provision (526,317) (529,093)

(3,095,802)  3,042,435 

Decrease (increase) in operating assets and liabilities:

Investments at fair value through income statement 19,890,884 (27,433,275)

Other assets (3,658,890) 465,177

Accounts payable and accruals 6,209,417 404,264

Cash used in operations  19,345,609  (23,521,399)

Payment of contribution to KFAS (101,071) (51,205)

Payment to Zakat (6,862) - 

Payment of Directors’ fees (35,000) - 

Net cash from (used in) operating activities 19,202,676  (23,572,604)

INVeSTING ACTIVITIeS

Purchase of available for sale financial assets (10,899,034) (8,966,035)

Investment in money market fund (3,666,100) - 

Proceeds from sale of available for sale financial assets 961,594 - 

Interest income received 2,022,169 3,189,275

Dividend income 229,315 15,062

Net cash used in investing activities  (11,352,056)  (5,761,698)

FINANCING ACTIVITIeS

Finance costs paid (8,300) (400,583)

Net cash used in financing activities (8,300) (400,583) 

INCreASe (deCreASe) IN CASH ANd CASH eQuIVALeNTS 7,842,320 (29,734,885)

Cash and cash equivalents at 1 January 24,817,151 54,552,036

CASH ANd CASH eQuIVALeNTS AT 31 deCeMber 4 32,659,471 24,817,151

The attached notes 1 to 23 form part of these financial statements.
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STATeMeNT oF CHANGeS IN eQuITY
Year Ended 31 December 2008

Share Statutory

Cumulative 

changes in 

(Accumulated 

losses) /

retained

capital reserve fair values earnings Total

KD KD KD KD KD

Balance at 1 January 2008 80,000,000 1,691,958 - 15,033,480 96,725,438 

Total income (expense) recognised directly

   in equity - -  (1,015,092) -  ( 1,015,092)

Loss for the year - - - (20,863,866) (20,863,866)

Total income and expenses for the year - - - (20,863,866) (21,878,958)

balance at 31 december 2008 80,000,000 1,691,958  (1,015,092) (5,830,386) 74,846,480

Balance at 1 January 2007 80,000,000 568,947  (130,000) 5,069,316 85,508,263 

Profit for the year  -  - - 11,087,175 11,087,175

Total income and expenses for the year  - - - 11,087,175 11,087,175

Realised loss on available for sale investments  - - 130,000 - 130,000

Transfer to statutory reserve  - 1,123,011 - (1,123,011)  - 

Balance at 31 December 2007 80,000,000 1,691,958 - 15,033,480 96,725,438 

The attached notes 1 to 23 form part of these financial statements.
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NoTeS To THe FINANCIAL STATeMeNTS
At 31 December 2008

1- ACTIVITIeS

Kuwait China Investment Company K.S.C (the company) is a Kuwaiti shareholding company incorporated on 12 December 2005 

under the Commercial Companies Law No. 15 of 1960 and amendments thereto. The company is regulated by the Central Bank of 

Kuwait (“CBK”) as an investment company. 

The company is engaged in investment activities and related financial services. Its registered office is at Dhow Tower, 19th Floor, 

Khalid Bin Al Waleed Street, Sharq, Kuwait. 

These financial statements were authorised for issue by the company’s board of directors on 25 March 2009 and were approved 

by the Central Bank of Kuwait. The general assembly of the company’s shareholders has the power to amend these financial 

statements after issuance.

2- SIGNIFICANT ACCouNTING PoLICIeS

basis of preparation

The financial statements have been prepared in accordance with the regulations of the Government of Kuwait for financial services 

institutions regulated by the Central Bank of Kuwait. These regulations require adoption of all International Financial Reporting 

Standards (IFRS) except for the IAS 39 requirement for collective provision, which has been replaced by the CBK’s requirement 

for a minimum general provision as described under the accounting policy for impairment of financial assets.

The financial statements are prepared under the historical cost convention as modified for the revaluation at fair value of financial 

assets at fair value through income statement and financial assets available for sale.

The financial statements have been presented in Kuwaiti dinars.

The accounting policies are consistent with those used in the previous financial year. 

International Accounting Standards board (IASb) Standards and International Financial reporting Interpretations Committee 

Interpretation (IFrIC) Interpretations issued but not yet adopted.

The following new standards and interpretations which are yet to become effective have not been adopted:

IAS 1 Presentation of Financial Statements

The company has not adopted the revised IAS 1 Presentation of Financial Statements which will be effective for the accounting 

periods beginning 1 January 2009. The application of this standard will result in amendments to the presentation of the financial 

statements.

IAS 16 (Amended 2008) Property, Plant and equipment 

This amendment to IAS 16 comes into effect for annual reporting periods beginning on or after 1 January 2009.The standard 

Replace the term “net selling price” with “fair value less costs to sell”.
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NoTeS To THe FINANCIAL STATeMeNTS (Continued)
At 31 December 2008

2- SIGNIFICANT ACCouNTING PoLICIeS (continued)

basis of preparation (continued)

IAS 23 (revised 2007): borrowing costs

The IFRS is required to be applied for accounting period beginning from 1 January 2009 and will not have any impact on the 

accounting policies and disclosure requirements in the company’s financial statements in the near future as the company does 

not have any qualifying assets.

Based on the company’s current activities and accounting policies, management does not expect to have any material impact on 

the company’s financial statements in the period of initial applications of the above standards and interpretations.

IAS 36 (Amended 2008) Impairment of Assets

This amendment to IAS 36 comes into effect for annual reporting periods beginning on or after 1 January 2009. 

IAS 38 (Amended 2008) Intangible Assets:

This amendment to IAS 38 comes into effect for annual reporting periods beginning on or after 1 January 2009. This amendment 

has no impact on the company because it does not enter into any promotional activities.

revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the company and the revenue can be 

reliably measured. Revenue is measured at the fair value of the consideration received. The following specific recognition criteria 

must also be met before revenue is recognised:

Dividend

Dividend income is recognised when the Group’s right to receive payment is established.

Gain on sale of financial assets

Gain/ loss on sale of available for sale financial assets is recognised on a trade date basis.

Interest income

Interest income is recognised as interest accrues using the effective yield method.

14
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NoTeS To THe FINANCIAL STATeMeNTS (Continued)
At 31 December 2008

2- SIGNIFICANT ACCouNTING PoLICIeS (continued)

recognition and derecognition of financial assets and liabilities

A financial asset or a financial liability is recognised when the company becomes a party to the contractual provisions of the 

instrument. A financial asset (or where applicable a part of a financial asset or a part of company of financial assets) is de-recognised 

either: 

� When the rights to receive cash flows from the asset have expired;

� The company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without 

material delay to a third party under a ‘pass through’ arrangement; or

� The company has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially all the 

risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and rewards of the asset, 

and has transferred control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. Where an existing 

financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are 

substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition 

of a new liability, and the difference in the respective carrying amounts is recognised in income statement. 

Trade and settlement date accounting

All “regular way” purchases and sales of financial assets are recognised on the trade date, i.e. the date that the company commits 

to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery of 

assets within the time frame generally established by regulation or convention in the market place.

Financial assets at fair value through income statement

Financial assets at fair value through income statement includes financial assets held for trading and financial assets designated 

upon initial recognition as at fair value through income statement. Financial assets are classified as held for trading if they are 

acquired for the purpose of selling in the near term. Gains or losses on financial assets held for trading are recognised in income 

statement. Financial assets are designated at fair value through income statement if they are managed and their performance is 

evaluated on reliable fair value basis in accordance with documented financial asset strategy. Transaction costs associated with 

the acquisition of such financial assets are expensed as incurred. 

Investments are classified as held for trading if they are acquired for the purpose of selling in the near term. Gains or losses on 

investments held for trading are recognised in income statement.

After initial recognition financial assets at fair value through income statement are remeasured at fair value with all changes in fair 

value recognised in the income statement. 
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2- SIGNIFICANT ACCouNTING PoLICIeS (continued)

Financial assets available for sale 

Financial assets available for sale are those non-trading financial assets that are not designated as at fair value through income 

statement on initial recognition. After initial recognition at cost including transaction costs associated with the acquisition, available 

for sale financial assets are remeasured at fair value unless fair value cannot be reliably measured.

Changes in fair value of available for sale financial assets are reported as a separate component of equity until the financial asset 

is derecognised or the financial asset is determined to be impaired, at which time, the cumulative gain or loss previously reported 

in equity is included in the income statement.

Fair values

For financial assets traded in organised financial markets, fair value is determined by reference to stock exchange quoted market 

bid prices at the close of business on the balance sheet date.

For investments in hedge funds, fair value is determined based on the net asset value reports received from the fund managers.

The fair value of unquoted derivatives is determined either by discounted cash flows or by reference to a broker’s quote.

For financial assets where there is no quoted market price, a reasonable estimate of the fair value is determined by using valuation 

techniques such as recent arm’s length transactions, reference to the current fair value of another instrument that is substantially 

the same, an earnings multiple, or is based on the expected cash flows of the financial asset discounted at current rates applicable 

for items with similar terms and risk characteristics. Fair value estimates take into account liquidity constraints and assessment 

for any impairment.

Financial assets with no reliable measures of their fair values and for which no fair value information could be obtained are carried 

at their initial cost less impairment in value.

The fair value of interest bearing financial instruments is estimated based on discounted cash flows using interest rates for items 

with similar terms and risks characteristics.

Impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a specific financial 

asset or a company of financial assets may be impaired. If such evidence exists, any impairment loss is recognised in the income 

statement. Impairment is determined as follows:

a- For assets carried at fair value, impairment is the difference between cost and fair value; 

b- For assets carried at cost, impairment is the difference between cost and the present value of future cash flows discounted at 

the current market rate of return for a similar financial asset; and

c- For assets carried at amortised cost, impairment is the difference between carrying amount and the present value of future 

cash flows discounted at the original effective interest rate.

NoTeS To THe FINANCIAL STATeMeNTS (Continued)
At 31 December 2008
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2- SIGNIFICANT ACCouNTING PoLICIeS (continued)

Impairment and uncollectibility of financial assets (continued)

In March 2007, the Central Bank of Kuwait issued a circular amending the basis of making general provisions on facilities changing 

the rate from 2% to 1% for cash facilities and from 2% to 0.5% for non cash facilities. The required rates were to be applied effective 

from 1 January 2007 on the net increase in facilities, net of certain restricted categories of collateral, during the reporting period. 

The general provision in excess of the present 1% for cash facilities and 0.5% for non cash facilities was retained as a general 

provision until a circular was issued in November 2008 by the Central Bank of Kuwait allowing investment companies to reverse the 

retained excess general provision to the income statement for the year ended 31 December 2008 and stipulating that an amount 

equal to the released provision should be transferred from retained earnings to voluntary reserve. 

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the impairment losses recognised 

for the financial asset no longer exist or have decreased and the decrease can be related objectively to an event occurring after 

the impairment was recognised. Except for equity instruments classified as available for sale, reversals of impairment losses are 

recognised in the income statement to the extent the carrying value of the asset does not exceed its amortised cost at the reversal 

date. Reversals in respect of equity instruments classified as available for sale are recognised in the fair value reserve. 

Accounts payable and accruals 

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the supplier or not.

Provisions

Provision are recognised when the company has a present obligation (legal or contractual) arising from a past event and the costs 

to settle the obligation are both probable and measurable.

Foreign currencies

The financial statements are presented in Kuwaiti Dinars, which is the company’s functional and presentation currency

Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency rate of exchange ruling at the date of the 

transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange 

ruling at the balance sheet date. All differences are taken to the income statement. 

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as 

at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using the 

exchange rates at the date when the fair value was determined. In case of non-monetary assets whose change in fair values are 

recognised directly in equity, foreign exchange differences are recognised directly in equity and for non-monetary assets whose 

change in fair values are recognised in the income statement are recognised in the income statement.

NoTeS To THe FINANCIAL STATeMeNTS (Continued)
At 31 December 2008
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2- SIGNIFICANT ACCouNTING PoLICIeS (continued)

Cash and cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents are short-term, highly liquid financial assets that are readily 

convertible to known amounts of cash with original maturities up to three months from the date of acquisition, net of due to banks and 

other short term borrowings with an original maturity of three months or less and that are subject to an insignificant risk of change in value.

derivatives 

Derivative instruments are initially recognised in the balance sheet at cost (including transaction costs) and subsequently measured 

at their fair value. 

The company enters into derivative financial instruments including equity and index options. Derivatives are stated at fair value. 

The fair value of a derivative is the equivalent of the unrealised gain or loss from marking to market the derivative using prevailing 

market rates or internal pricing models. Derivatives with positive market values (unrealised gains) are included in other assets and 

derivatives with negative market values (unrealised losses) are included in accounts payable and accruals in the balance sheet.

The resultant gains and losses from derivatives are included in the income statement.

Contingencies

Contingent liabilities are not recognised in the balance sheet, but are disclosed unless the possibility of an outflow of resources 

embodying economic benefits is remote.

Contingent assets are not recognised in the financial statements, but are disclosed when an inflow of economic benefits is probable.

Judgements

In the process of applying the company’s accounting policies, the management has made the following significant judgements, apart 

from those involving estimations, which have the most significant effect in the amounts recognised in the financial statements:

Classification of financial assets

Management decides on acquisition of an financial asset whether it should be classified as held for trading, at fair value through 

income statement, or available for sale. 

The company classifies financial assets as held for trading if they are acquired primarily for the purpose of making a short-term 

profit by the dealers.

Classification of financial assets as fair value through income statement depends on how management monitor the performance 

of these financial assets. When they are not classified as held for trading but have readily available reliable fair values and the 

changes in fair values are reported in the income statement in the regular management accounts, they are classified as at fair 

value through income statement. 

All other financial assets are classified as available for sale.

NoTeS To THe FINANCIAL STATeMeNTS (Continued)
At 31 December 2008
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2- SIGNIFICANT ACCouNTING PoLICIeS (continued)

estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date that have a significant 

risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below:

Valuation of unquoted equity financial assets

Valuation of unquoted equity financial assets is normally based on one of the following:

� recent arm’s length market transactions;

� current fair value of another instrument that is substantially the same ;

� an earnings multiple or industry specific earnings multiple;

� the expected cash flows discounted at current rates applicable for items with similar terms and risk characteristics;

� valuation by the option writer; or

� other valuation models. 

The determination of the cash flows and discount factors for unquoted equity financial assets requires significant estimation. There are a number 

of financial assets where this estimation cannot be reliably determined. As a result, these financial assets are carried at cost less impairment.

3- (LoSS) eArNINGS Per SHAre

2008 2007

(Loss) profit for the year (KD) (20,863,866) 11,087,175

Number of shares outstanding 800,000,000 800,000,000

(Loss) earnings per share (26.08) fils 13.86 fils
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4- CASH ANd CASH eQuIVALeNTS 

Cash and cash equivalents includes the following:

2008 2007

Kd KD

Cash and bank balances 290,602 317,350

Balances with a foreign financial institution 2,134,552 13,898,293

Balances with local financial institutions 13,487,383 6,609,879

Investment in foreign money market fund 16,746,934 692,141 

Investment in local money market fund 3,666,100 3,399,488

36,325,571 24,917,151

Less: General provision (134,874) (661,191)

Impairment loss on local money market fund (733,220) -

Cash and balances with bank and financial institutions 35,457,477 24,255,960

Less: Short-term borrowing contractually due within three months - (100,000)

35,457,477 24,155,960

Add: General provision 134,874 661,191

Less: Investment in local money market fund (net of impairment loss) (2,932,880) -

Cash and cash equivalents as per cash flow statement 32,659,471 24,817,151

Cash and cash equivalents yield effective interest ranging between 0.5% and 7.50% (31 December 2007: 0.5% and 7.375%) per 

annum.

In accordance with the Central Bank of Kuwait’s regulations (note 2), management has taken general provision against a placement 

with a local financial institution.

In March 2007, the Central Bank of Kuwait issued a circular amending the basis of making general provisions on facilities changing 

the rate from 2% to 1% for cash facilities and from 2% to 0.5% for non cash facilities. The required rates were to be applied effective 

from 1 January 2007 on the net increase in facilities, net of certain restricted categories of collateral, during the reporting period. 

The general provision in excess of the present 1% for cash facilities and 0.5% for non cash facilities was retained as a general 

provision until a circular was issued in November 2008 by the Central Bank of Kuwait allowing investment companies to reverse 

the retained excess general provision to the income statement for the year ended 31 December 2008. Accordingly, the Company 

released an amount of KD 526,317 to the income statement.

An impairment loss of KD 733,220 was recorded on the Company’s investment in a local money market fund as the fund manager 

suspended redemption of capital because the money market fund’s counterparty defaulted on settlement of the money market 

fund’s placement with it due to the current financial crises. The fund manager has commenced legal proceedings against the 

fund’s counterparty.
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5- FINANCIAL ASSeTS AT FAIr VALue THrouGH INCoMe STATeMeNT

2008 2007

Kd KD

Foreign quoted securities 4,371,256 21,484,404

Hedge fund investments 9,697,006 31,432,889

Foreign unquoted securities 2,475,165 3,362,732

16,543,427 56,280,025

6- FINANCIAL ASSeTS AVAILAbLe For SALe 

Financial assets available for sale represent investments in private equity funds focusing on pan-asian markets. These financial 

assets are carried at net asset values provided by the respective investment mangers. Due to the nature of private equity investments 

and the unpredictability of their cash flows, the value of these investments on eventual disposal could vary significantly from the 

reported net asset values. 

7- oTHer ASSeTS

2008 2007

Kd KD

Positive fair value of derivatives (Note 13) 3,753,296 - 

Accrued interest income 58,589 216,524

Other assets 144,044 44,948

Fixed assets 160,532 154,730

4,116,461 416,202

8- ACCouNTS PAYAbLe ANd ACCruALS

2008 2007

Kd KD

Negative fair value of derivatives (Note 13) 6,264,078 - 

Staff payables 389,594 372,873

Other liabilities 8,744 223,059

6,662,416 595,932

9- SHAre CAPITAL

The authorised, issued and fully paid share capital as of 31 December 2008 comprised 800,000,000 (2007: 800,000,000) shares of 

100 fils each.
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10- STATuTorY reSerVe 

As required by the Commercial Companies Law of Kuwait and the company’s articles of association, 10% of the profit for the year 

before contribution to KFAS, Zakat and Directors’ remuneration is to be transferred to statutory reserve. The company may resolve 

to discontinue such annual transfers when the reserve equals or exceeds 50% of paid up share capital. No transfer has been made 

to statutory reserve due to loss incurred during the current year.

Distribution of the company’s statutory reserve is limited to the amount required to enable the payment of a dividend of 5% of paid 

up share capital to be made in years when accumulated profits are not sufficient for the payment of a dividend of that amount. In 

November 2008, the Central Bank of Kuwait issued a circular allowing the investment companies to reverse the retained excess 

general provision to the income statement for the year ended 31 December 2008 and to transfer an amount equivalent to the 

released provision from retained earnings to voluntary reserve. 

11- reLATed PArTY TrANSACTIoNS

Related parties represent major shareholders, directors and key management personnel of the company, and companies which 

are controlled by them or over which they have significant influence. Pricing policies and terms of these transactions are approved 

by the company’s management.

Transactions with related parties included in these financial statements are as follows:

2008 2007

Kd KD

Income statement:

Interest income 1,104,615 2,884,002

Finance cost 12,087 352,356

Balance sheet:

Cash and balances with bank and financial institutions 13,487,384 59,514,296

Short-term borrowing - 100,000

Compensation of key management personnel

The remuneration of key management personnel of the company during the period were as follows:

2008 2007

Kd KD

Short-term benefits 720,000 493,048

Employees’ end of service benefits 25,265 9,375

745,265 502,423
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12- CAPITAL CoMMITMeNTS 

At 31 December 2008, the company had capital commitments amounting to 14,836,049 (31 December 2007: KD 14,156,977) in 

respect of available for sale financial assets.

13- derIVATIVeS

In the ordinary course of business the Company enters into various types of transactions that involve financial instruments. A derivative financial 

instrument is a financial contract between two parties where payments are dependent upon movements in price in one or more underlying 

financial instrument, reference rate or index. Derivative financial instruments traded by the Company are mainly equity and index options.

The table below shows the positive and negative fair values of derivative financial instruments, which are equivalent to the market 

values, together with the notional amounts. The notional amount is the amount of a derivative’s underlying asset, reference rate 

or index and is the basis upon which changes in the value of derivatives are measured. The notional amounts indicate the volume 

of transactions outstanding at year end and are not indicative of the credit risk. The market risk on options purchased is limited to 

the premiums paid to purchase these options.

31 december 2008

Notional amounts

by term to maturity

Positive fair 

value

Kd

Negative

fair value

Kd

Contract /

 Notional 

amount

Total

Kd

Within

 1 year

Kd

1- 5 years

Kd

Purchased equity and index options 3,753,296 6,264,078 57,022,538 8,981,375 48,041,163

All derivative transactions are for trading purposes.

The Company did not have derivative transactions as of 31 December 2007.
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14- MATurITY ANALYSIS oF ASSeTS ANd LIAbILITIeS

The table below summarises the maturity profile of the company’s financial assets and liabilities. The maturities of assets and 

liabilities have been determined according to when they are expected to be recovered or settled. The maturity profile for financial 

assets at fair value through income statement and financial assets available for sale is determined based on management’s estimate 

of liquidation of those assets. 

The maturity profile of assets and liabilities at 31 December was as follows: 

31 december 2008 Within

 3 months

Kd 

over one 

year

Kd

Total

Kd 

ASSeTS

Cash and balances with banks and financial institutions 35,457,477 - 35,457,477

Financial assets at fair value through income statement - 16,543,427 16,543,427

Financial assets available for sale - 25,391,531 25,391,531

Other assets 363,165 3,753,296 4,116,461

ToTAL ASSeTS 35,820,642 45,688,254 81,508,896

LIAbILITIeS

Accounts payable and accruals 398,338 6,264,078 6,662,416

ToTAL LIAbILITIeS 398,338 6,264,078 6,662,416

31 December 2007 Within

 3 months

KD 

Over one 

year

KD 

Total

KD 

ASSETS

Cash and balances with banks and financial institutions 24,255,960 - 24,255,960

Financial assets at fair value through income statement 56,280,025 - 56,280,025

Financial assets available for sale - 16,469,183 16,469,183

Other assets 261,472 154,730 416,202

TOTAL ASSETS 80,797,457 16,623,913 97,421,370

LIABILITIES 

Due to banks and other short term borrowings 100,000 - 100,000

Accounts payable and accruals 223,061 372,971 595,032

TOTAL LIABILITIES 323,061 372,971 695,032
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15- rISK MANAGeMeNT

Risk is inherent in the company’s activities but it is managed through a process of ongoing identification, measurement and 

monitoring, subject to risk limits and other controls. This process of risk management is critical to the company’s continuing 

profitability and each individual within the company is accountable for the risk exposures relating to his or her responsibilities. 

The company’s principal financial liabilities, other than negative fair value of the derivatives, comprise of other payables. The 

company has various financial assets such as investments and cash and balances with foreign and local financial institutes, which 

arise directly from its operations.

The company is exposed to credit risk, liquidity risk and market risk. Market risk is subdivided into interest risk, foreign currency 

risk and equity price risk. These risks monitored through the company’s strategic planning process.

The company’s board of directors is ultimately responsible for the overall risk management approach and for approving the risk 

strategies and principles.

16- CredIT rISK

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur 

a financial loss. The company’s credit policy and exposure to credit risk is monitored on an ongoing basis. The company seeks 

to avoid undue concentrations of risks with individuals or company’s of customers in specific locations or business through 

diversification of placement activities. 

Maximum exposure to credit risk 

With respect to credit risk arising from the other financial assets of the company, which comprise bank balances with financial 

institutions and financial assets at fair value through income statement, the company’s exposure to credit risk arises from default 

of the counterparty, with a maximum exposure equal to the carrying amount of these instruments. Where financial instruments 

are recorded at fair value, it represents the current maximum credit risk exposure but not the maximum risk exposure that could 

arise in the future as a result of changes in values.

The maximum credit exposure to a single counter party is KD 16,746,933 (2007: KD 11,000,000).

risk concentration of the maximum exposure to credit risk 

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the same geographic 

region, or have similar economic features that would cause their ability to meet contractual obligations to be similarly affected by 

changes in economic, political or other conditions. Concentrations indicate the relative sensitivity of the company’s performance 

to developments affecting a particular industry or geographic location. 
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16- CredIT rISK (continued)

The table below illustrates the maximum exposure to credit risk for the components of the balance sheet analysed by geographical 

sector:

31 december 2008 Kuwait

Kd 

other 

Kd

Total

Kd 

ASSeTS

Balances with banks and financial institutions 16,575,991 18,881,486  35,457,477

ToTAL CredIT eXPoSure 16,575,991 18,881,486  35,457,477

31 December 2007 Kuwait

KD 

Other 

KD

Total

KD 

ASSETS

Balances with banks and financial institutions 9,665,526 14,590,434 24,255,960

TOTAL CREDIT EXPOSURE 9,665,526 14,590,434 24,255,960

The table below illustrates the maximum exposure to credit risk for the components of the balance sheet analysed by industry 

sector:

31 december 2008 banks and 

financial 

institutions

Kd

Total

Kd

ASSeTS

Balances with banks and financial institutions 35,457,477 35,457,477

ToTAL CredIT eXPoSure 35,457,477 35,457,477

31 December 2007 Banks and 

financial 

institutions

KD

Total

KD

ASSETS

Balances with banks and financial institutions 24,255,960 24,255,960

Total CREDIT EXPOSURE 24,255,960 24,255,960

The company did not have any past due not impaired financial assets as at 31 December 2008 and 31 December 2007.
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17- LIQuIdITY rISK

Liquidity risk is the risk that the company will be unable to meet its liabilities when they fall due. Liquidity risk can be caused by 

market disruptions or credit downgrades which may cause certain sources of funding to dry up immediately. To guard against this 

risk, the company’s management have diversified funding sources and assets are managed with liquidity in mind, maintaining a 

healthy balance of cash, cash equivalents, and readily marketable securities.

The liquidity profile of financial liabilities reflects the projected cash flows which includes future interest payments over the life 

of these financial liabilities. The liquidity profile of financial liabilities at 31 December was as follows:

31 december 2008 3 to 12 1 to 5

months years Total

Kd Kd Kd

Accounts payable and accruals 8,744 6,653,672 6,662,416

ToTAL LIAbILITIeS 8,744 6,653,672 6,662,416

Commitments - 14,836,049 14,836,049

31 December 2007 3 to 12 1 to 5

months years Total

KD KD KD

Due to banks and other short term borrowings - 100,000 100,000

Accounts payable and accruals 492,933 102,999 595,932

TOTAL LIABILITIES 492,933 202,999 695,932

Commitments - 14,156,977 14,156,977
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18- ForeIGN CurreNCY rISK

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. 

The company’s board of directors has set limits on positions by currency. Positions are monitored on a regular basis and hedging 

strategies used to ensure positions are maintained within established limits.

The company had the following net long exposures denominated in foreign currencies as of 31 December 2008:

2008 2007

Kd KD

equivalent

long

Equivalent

long

US Dollars 31,087,039 67,576,193

Hong Kong Dollars 2,304,521 5,563,048

British Pound Sterling 2,475,165 3,363,692

The tables below indicate the currencies to which the company had significant exposure at 31 December 2008 on its non-trading 

monetary assets and liabilities and its forecast cash flows. The analysis calculates the effect of a reasonably possible movement 

of the currency rate against the Kuwaiti Dinar, with all other variables held constant on the profit and the fair value reserve (due to 

the change in fair value of available for sale financial assets). 

Currency

Change in

currency rate 

in%

2008

effect 

on profit

2008

Kd 

Change in

currency rate 

in%

2007

Effect 

on profit

2007

KD 

US Dollars 5% 1,554,352 5% 3,378,810

Hong Kong Dollars 5% 115,226 5% 75,936

British Pound 5% 123,758 5% 168,185
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19- INTereST rATe rISK 

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the value of the financial 

instruments. The company is exposed to interest rate risk as a result of mismatches or gaps in the amounts of assets and liabilities 

and off balance sheet instruments that mature or reprice in a given period. 

The following table illustrates the sensitivity of the profit for the year to a reasonably possible change in interest rates of +0.25% and 

-0.25% (2007: +0.25% and -0.25%) with effect from the beginning of the year. These changes are considered to be reasonably possible 

based on observation of current market condition. The calculations are based on the company’s financial instruments exposed to 

interest rate risk held at each balance sheet date. All other variables are held constant. There is no impact on the equity.

2008 2007

+ 0.25 % - 0.25 % + 0.25 % - 0.25 %

Kd Kd KD KD

(Loss) / gain for the year (5,159) 5,159 (62,033) 62,033

20- eQuITY PrICe rISK

Equity price risk arises from changes in the fair values of equity investments. Equity price risk is managed by the direct investment 

department of the company. The unquoted equity price risk exposure arises from the company’s investment portfolio. The company 

manages this through diversification of investments in terms of geographical distribution and industry concentration. The majority 

of the company’s quoted investments are listed on the Hong Kong Stock Exchange.

The effect on equity (as a result of a change in the fair value of investments available for sale at 31 December 2008) and company’s 

profit (as a result of a change in the fair value of financial assets at fair value through income statement at 31 December 2008) due 

to a reasonably possible change in market indices, with all other variables held constant is as follows: 

Market indices

2008 2007

Change in 

equity price

%

effect

on profit

Kd

Change in 

equity price

%

Effect

on profit

KD

Hong Kong +5 115,226 +5 1,055,074

Others +5 - +5 19,147
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21- oPerATIoNAL rISK 

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to perform, 

operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The company 

cannot expect to eliminate all operational risks, but through a control framework and by monitoring and responding to potential risks, 

the company is able to manage the risks. Controls include effective segregation of duties, access, authorisation and reconciliation 

procedures, staff education and assessment processes, including the use of internal audit.

The company has a set of policies and procedures, which is approved by its board of directors and are applied to identify, assess 

and supervise operational risk in addition to other types of risks. Operational risk is managed by the operational risk function, 

which ensures compliance with policies and procedures and monitors operational risk.

The operational risk function of the company is in line with the CBK instructions concerning the general guidelines for internal 

controls and the sound practices for managing and supervising operational risks in the parent company. 

22- CAPITAL MANAGeMeNT 

The Company manages its capital structure and makes adjustments to it in light of changes in business conditions. No changes 

were made in the objectives, policies or processes during the year ended 31 December 2008. Capital comprises share capital, 

statutory reserve, voluntary reserve, cumulative changes in fair value and retained earnings and is measured at KD 74,846,480 as 

at 31 December 2008 (31 December 2007: KD 96,725,438).

23- FAIr VALue oF FINANCIAL INSTruMeNTS

Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of cash and bank balances, financial assets carried at fair value through income statement, available for sale 

financial assets and receivables. Financial liabilities consist of due to bank and other short term borrowings and other liabilities.

The fair values of financial instruments, with the exception of certain available for sale financial assets carried at cost are not 

materially different from their carrying values. 
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