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STATEMENT FROM THE CHAIRMAN OF THE BOARD

Dear Shareholders,

It is with great pleasure that I present to 
you the year-end financials for 2010.

Last year was the 5th year of profit-
ability in six years since inception for 
the firm. This was achieved while our 
major market, China, underperformed 
almost all global financial markets. 
Nevertheless, KCIC has continued on 
the path of profitability by capitalizing on 
opportunities in Asian markets through 
its comprehensive research, meticulous 
risk management and strong execution 
capabilities.

Since the global financial crisis of 2008, 
the global economy has been strug-
gling to stablize. While the US struggled 
under severely high unemployment and 
a deflated real estate market, condi-
tions for Southern European countries 
continued to erode. Public and private 

deficits across Greece, Portugal, Ireland 
and Spain grew to unmanageable levels 
and required massive support from 
the European Central Bank. The US 
announced the second leg of quantitative 
easing (“QE2”) in order to reinvigorate 
the economy; a plan seen by many to be 
merely a means to delay the inevitable 
need by the financial sector to de-lever 
and take on the necessary write-downs. 
On the other hand, Asia’s economies 
continued to deliver high GDP growth 
rates driven mainly through government 
investment into large infrastructure 
projects, significant increase in lending 
and domestic demand growth. We also 
witnessed the first significant rise of the 
Asian consumer as China took the lead 
in automotive sales globally.

Throughout 2010, KCIC successfully 
navigated through these difficulties by 
keeping a close vigilance on risks and 
maintained sufficient liquidity in order to 

react swiftly to any systemic risks in the 
markets. KCIC’s financial performance is 
a testament to the firm’s measured and 
restrained approach to investing which 
rewards through sustainable long-term 
profits.

Total income for 2010 was KD6.9 million 
versus KD17.8 million for 2009. Main 
drivers for last year’s revenue were the 
outperformance of our public equity 
funds, as markets recovered in the last 
quarter of 2010 and the knock-on effects 
on our private equity investments, as 
managers took advantage of buoyant 
markets and exited some of the invest-
ments. This resulted in a net profit of 
KD4.6 million versus KD8.7 million in 
2009 which equates to a profit of 5.8 fils 
per share. More importantly, our return 
on equity was 5.2% for the year with 
asset growth of 3.8%. This was achieved 
without utilizing any leverage leaving our 
balance sheet in strong standing.
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The year 2011 has begun with a lot 
of uncertainty as political upheavals 
across the Middle East erupt. This has 
put a significant risk on regional markets 
and impacted global commodity prices 
and oil in particular. In addition, anemic 
growth in developed markets is expected 
to remain while inflationary risks creep 
into the emerging markets and threaten 
their capacity to fuel growth through 
loose monetary policy. In Europe, sov-
ereign defaults continue to trouble 
several economies who no longer have 
effective solutions. The risk of asset 
bubbles remains high as global liquidity 
chases higher yields primarily ending up 
in emerging markets and fueling further 
inflationary pressures.

Nonetheless, KCIC has embarked upon 
the year with a continued commitment 
of extracting profits for the firm and in 
return increase in shareholder value. The 
year ahead for KCIC presents significant 

opportunities for it to raise assets under 
management and service a wider and 
increasing universe of clients who are 
seeking exposure to Asia.

Finally, it is my pleasure to express, 
on behalf of KCIC’s Board of Directors, 
employees and myself, our sincere grati-
tude 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 sin-
cere gratitude and appreciation to the 
company’s management and its staff 

members for their commitment and 
dedication to KCIC without which none of 
the outstanding performance of the past 
year could have been achieved. KCIC’s 
aim will continue to become one of the 
leading financial institutions in Kuwait as 
well as a respected firm in its respective 
markets in order to continue delivering 
a first class service to its clients and 
shareholders. This will only be possible 
through the dedication of the firm to 
excellence at the highest levels.

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.

7

Report on Consolidated Financial Statements

We have audited the accompanying financial statements of Kuwait China Investment Company K.S.C. (the “Parent Company”) 

and Subsidiaries (collectively the “Group”), which comprise the consolidated statement of financial position as at 31 December 

2010 and the related consolidated statement of income, consolidated statement of comprehensive income, consolidated 

statement of changes in equity and consolidated statement of cash flows for the year then ended, and a summary of significant 

accounting policies and other explanatory information. 

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 

with International Financial Reporting Standards as adopted for use by the state of Kuwait, and for such internal control 

as management determines is necessary to enable the preparation of consolidated financial statements that are free from 

material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 about whether the consolidated financial statements are free 

from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 

financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 

material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, 

the auditors consider internal control relevant to the entity’s preparation and fair presentation of the consolidated financial 

statements in order to design audit procedures that are appropriate in 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 management, as well as evaluating the 

overall presentation of the consolidated 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 consolidated financial statements present fairly, in all material respects, the financial position of the 

Group as of 31 December 2010, 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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AUDITORS’ REPORT (Continued)
Independent to the Shareholders of Kuwait China Investment Company K.S.C.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Parent Company and the consolidated financial 

statements, together with the contents of the report of the Parent Company’s Board of Directors relating to these consolidated 

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 consolidated financial statements incorporate all information that 

is required by the Commercial Companies Law of 1960, as amended, and by the Parent 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, or of the Parent Company’s articles of association have occurred during the year ended 

31 December 2010 that might have had a material effect on the business of the Parent 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 2010.

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

21 March 2011

Kuwait
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CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2010

2010 2009
Note KD KD

INCOME
Realised gain on financial assets carried at fair value through

   statement of income 186,612 8,606,160
Unrealised gain on financial assets carried at fair value through

   statement of income 1,403,488 5,910,035
Realised gain on sale of financial assets available for sale 996,151 369,870
Management fees 1,036,450 238,724
Dividend income 2,140,926 464,642
Interest income 1,365,787 1,317,109
(Loss) gain on foreign currencies translation (228,077) 889,598
Other income 2,586 19,095
TOTAL INCOME 6,903,923 17,815,233

EXPENSES
Staff costs 2,812,756 3,579,051
General and administrative expenses 837,809 757,461
Impairment loss on money market fund - 2,932,880
(Reversal of impairment) impairment loss due from financial

 institution (1,615,745) 1,480,869
TOTAL EXPENSES 2,034,820 8,750,261

PROFIT BEFORE CONTRIBUTION TO KFAS, NLST, ZAKAT AND

   DIRECTORS’ REMUNERATION 4,869,103 9,064,972
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) (43,822) (29,111)
National Labour Support Tax (NLST) (121,728) (226,624)
Zakat (49,522) (90,650)
Directors’ remuneration (35,000) (35,000)
PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY

   HOLDERS OF THE PARENT COMPANY 4,619,031 8,683,587
BASIC AND DILUTED EARNINGS PER SHARE ATTRIBUTABLE

   TO THE EQUITY HOLDERS OF THE PARENT COMPANY 3 5.8 Fils 10.9 Fils 

The attached notes 1 to 21 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2010

2010 2009
KD KD 

Profit for the year 4,619,031 8,683,587
Other comprehensive income 
Financial assets available for sale:

- Net unrealized gain 1,111,046 1,270,067
- Gain realized during the year (996,151) (369,870)

Other comprehensive income for the year 114,895 900,197
Total comprehensive income for the year attributable to equity

   holders of the Parent Company 4,733,926 9,583,784

The attached notes 1 to 21 form part of these consolidated financial statements.
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2010 2009
Note KD KD

ASSETS 
Cash and balances with banks and financial institutions 4 18,043,047 25,025,157
Due from financial institution - 6,462,980
Financial assets carried at fair value through statement of income 5 37,845,647 25,361,489
Financial assets available for sale 6 30,543,236 29,509,995
Investment in associate 7 3,417,600 -
Other assets 8 1,526,187 1,617,380
TOTAL ASSETS 91,375,717 87,977,001

LIABILITIES AND EQUITY 
LIABILITIES
Accounts payable and accruals 9 3,425,454 3,546,737

EQUITY
Share capital 10 80,000,000 80,000,000
Statutory reserve 11 2,502,327 2,015,417
Voluntary reserve 12 526,317 526,317
Treasury shares 13 (1,213,927) -
Cumulative changes in fair values - (114,895)
Retained earnings 6,135,546 2,003,425
Equity attributable to the equity holders of the Parent Company 87,950,263 84,430,264
TOTAL LIABILITIES AND EQUITY 91,375,717 87,977,001

Omar K. Al-Ghanim

Chairman

Jassim Mustafa Boodai

Vice Chairman

The attached notes 1 to 21 form part of these consolidated financial statements.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 December 2010
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended 31 December 2010

Share 

capital

Statutory 

reserve

 Voluntary 

reserve

Treasury 

shares

Cumulative 

changes in 

fair values

Retained 

earnings Total
KD KD KD KD KD KD KD

Balance at 1 January 2010 80,000,000 2,015,417 526,317 - (114,895) 2,003,425 84,430,264
Profit for the year - - - - - 4,619,031 4,619,031 
Other comprehensive income

   for the year - - - - 114,895 - 114,895
Total comprehensive income - - - - 114,895 4,619,031 4,733,926
Purchase of treasury shares

   (Note 13) - - - (1,213,927) - - (1,213,927)
Transfer to statutory reserve - 486,910 - - - (486,910) - 
Balance at 31 December 2010 80,000,000 2,502,327 526,317 (1,213,927) - 6,135,546 87,950,263

Balance at 1 January 2009 80,000,000 1,691,958 - - (1,015,092) (5,830,386) 74,846,480
Profit for the year - - - - - 8,683,587 8,683,587
Other comprehensive income

   for the year - - - - 900,197 - 900,197 
Total comprehensive income - - - - 900,197 8,683,587 9,583,784
Transfer to reserve - 323,459 526,317 - - (849,776) - 
Balance at 31 December 2009 80,000,000 2,015,417 526,317 - (114,895) 2,003,425 84,430,264

The attached notes 1 to 21 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2010

 2010  2009
Note  KD  KD

OPERATING ACTIVITIES
Profit before provision for contribution to KFAS, NLST, Zakat and Directors’

   remuneration 4,869,103 9,064,972
Adjustments for:

Unrealised gains on financial assets carried at fair value through

   statement of income (1,403,488) (5,910,035)
Realised gain on financial assets available for sale (996,151) (369,870)
Dividend income (2,140,926) (464,642)
Interest income (1,365,787) (1,317,109)
Impairment loss on money market fund - 2,932,880
(Reversal of impairment) impairment loss (1,615,745) 1,480,869

(2,652,994) 5,417,065
Change in operating assets and liabilities:

Due from financial institution 8,078,725 5,408,840
Financial assets carried at fair value through statement of income (11,041,899) 6,925,318
Other assets 98,128 2,821,147
Accounts payable and accruals 64,859 (3,497,246) 

Cash (used in) from operations (5,453,181) 17,075,124 
Interest income received 786,993 1,222,450
Payment of contribution to KFAS (40,942) - 
Payment of NLST (257,243) - 
Payment of Zakat (103,029) - 
Payment of Directors’ remuneration (35,000) - 
Net cash (used in) from operating activities (5,102,402) 18,297,574 

INVESTING ACTIVITIES
Purchase of financial assets available for sale (3,459,184) (16,083,017)
Proceeds from sale of financial assets available for sale 4,070,077 3,173,870
Investment in associate (3,417,600) - 
Dividend income received 2,140,926 464,642
Net cash used in investing activities (665,781) (12,444,505)

FINANCING ACTIVITIES
Purchase of treasury shares (1,213,927) - 
Net cash used in financing activities (1,213,927) - 
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (6,982,110) 5,853,069 
Cash and cash equivalents at 1 January 25,025,157 19,172,088
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 4 18,043,047 25,025,157 

The attached notes 1 to 21 form part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

1- COPORATE INFORMATION

The Group comprises of Kuwait China Investment Company K.S.C (the “Parent Company”) and its subsidiaries (collectively “the 

Group”). The Parent Company is a Kuwaiti shareholding company incorporated on 12 December 2005 under the Commercial 

Companies Law No. 15 of 1960 and amendments thereto, and listed on the Kuwait Stock Exchange. The Parent Company is 

regulated by the Central Bank of Kuwait (“CBK”) as an investment company. 

The Group is engaged in investment activities and related financial services. The Parent Company’s registered office is at 

Dhow Tower, 19th Floor, Khalid Bin Al Waleed Street, Sharq, Kuwait. 

The consolidated financial statements for the year ended 31 December 2010 were authorised for issue in accordance with 

a resolution of the Parent Company’s Board of Directors on 21 March 2011 and are subject to the approval of the General 

Assembly of the shareholders of the Parent Company. The Annual General Assembly of the shareholders has the power to 

amend these consolidated financial statements after issuance.

Details of subsidiaries are given below.

2.1- BASIS OF PREPARATION

Statement of compliance

The consolidated 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.

Basis of preparation

The consolidated financial statements are prepared under the historical cost convention as modified for the measurment 

at fair value of financial assets carried at fair value through statement of income, financial assets available for sale, and 

derivatives financial instruments.

The consolidated financial statements have been presented in Kuwaiti Dinars (KD), which is also the Parent Company’s 

functional and presentation currency.

Basis of consolidation

Basis of consolidation from 1 January 2010

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31 December 2010.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control, and continue 

to be consolidated until the date when such control ceases. The financial statements of the subsidiaries are prepared for the 

same reporting period as the Parent Company using consistent accounting policies. The financial statements of subsidiaries are 

consolidated on a line-by-line basis by adding together like items of assets, liabilities, income and expenses. All intra-group balances, 

transactions, unrealised gains and losses resulting from intra-group transactions and dividends are eliminated in full.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010

2.1- BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

Basis of consolidation from 1 January 2010 (continued)

Losses within a subsidiary are attributed to the non-controlling interest even if that results in a deficit balance. 

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. If the 

Group loses control over a subsidiary, it:

•	 Derecognises the assets (including goodwill) and liabilities of the subsidiary

•	 Derecognises the carrying amount of any non-controlling interest

•	 Derecognises the cumulative translation differences recorded in equity

•	 Recognises the fair value of the consideration received

•	 Recognises the fair value of any investment retained

•	 Recognises any surplus or deficit in profit or loss

•	 Reclassifies the Parent Company’s share of components previously recognised in other comprehensive income to profit 

or loss or retained earnings, as appropriate.

Basis of consolidation prior to 1 January 2010

Certain of the above-mentioned requirements were applied on a prospective basis. The following differences, however, are 

carried forward in certain instances from the previous basis of consolidation:

•	 Acquisitions of non-controlling interests, prior to 1 January 2010, were accounted for using Parent entity extension 

method, whereby, the difference between the consideration and the book value of the share of the net assets acquired 

were recognised in goodwill.

•	 Losses incurred by the Group were attributed to the non-controlling interest until the balance was reduced to nil. Any further 

excess losses were attributed to the parent, unless the non-controlling interest had a binding obligation to cover these. 

Losses prior to 1 January 2010 were not reallocated between non-controlling interest and the parent shareholders.

•	 Upon loss of control, the Group accounted for the investment retained at its proportionate share of net asset value at the 

date control was lost. The carrying value of such investments at 1 January 2010 has not been restated.

The consolidated financial statements comprise the financial statements of the Parent Company and its established subsidiaries 

as stated below: 

Effective equity interest as at

Name of subsidiaries

Country of 

incorporation 2010 2009

KCIC Asset Management (Cayman) Limited Cayman Island 100% 100%
KCIC Asia Gateway Fund Limited Cayman Island 100% 100%
KCIC Asia Century Fund Limited Cayman Island 100% 100%
KCIC Proprietary Trading Fund Limited Cayman Island 100% 100%
KCIC Capital Partners Limited Cayman Island 100% -
Robin Limited Partnership Cayman Island 100% -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010

2.2- CHANGES IN ACCOUNTING POLICIES

The significant accounting policies used in preparation of the consolidated financial statements are consistent with those 

used in the previous financial year except as noted below:

During the year, the Group has adopted the following amended standards effective for the annual periods beginning on or 

after 1 January 2010:

•	 IFRS 3 (Revised) – Business Combinations and consequential amendments to IAS 27 effective 1 July 2009, including 

consequential amendments to IFRS 2, IFRS 5, IFRS 7, IAS 7, IAS 21, IAS 28, IAS 31 and IAS 39

•	 IFRIC Interpretation 9: Reassessment of embedded derivatives (effective for the period beginning on or after 1 July 2009)

•	 IFRIC Interpretation 17: Distributions of non-cash assets to owners (effective for the period beginning on or after 1 July 2009)

IFRS 3 (Revised) – Business Combinations and consequential amendments to IAS 27 – Consolidated and Separate Financial 

Statements. The main changes in the Group’s accounting policies are as follows: 

•	 Acquisition related costs are expensed in the consolidated statement of income in the periods in which the costs are incurred;

•	 Changes in ownership interest in a subsidiary that do not result in a loss of control are treated as transaction between 

equity holders and are accounted for within equity; and

•	 Equity interest held prior to control being obtained is re-measured to fair value at the date of obtaining control, any 

resulting gain or loss is recognised in the consolidated statement of income.

IFRIC Interpretation 9: Reassessment of embedded derivatives

The IFRIC has issued Embedded Derivatives: Amendments to IFRIC 9 which requires entities to assess whether to separate 

an embedded derivative from a host contract in the case where the entity reclassifies a hybrid financial asset out of the fair 

value through profit or loss category. The amendments to IFRIC 9 require an assessment to be made either when the entity 

first became party to the contract or when a change in the terms of the contract significantly modifies expected cash flows. 

The Group has concluded that the amendment will have no impact on the financial position or performance of the Group, as 

the Group has not entered into any such hedges.

IFRIC Interpretation 17: Distribution of Non-cash Assets to Owners

This interpretation provides guidance on accounting for arrangements whereby an entity distributes non-cash assets to 

shareholders either as a distribution of reserves or as dividends. The interpretation has no effect on either, the financial 

position nor performance of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010

2.3- STANDARDS ISSUED BUT NOT YET EFFECTIVE

New and revised International Accounting Standards Board (IASB) Standards and International Financial Reporting 

Interpretations Committee (IFRIC) Interpretations relevant to the Group, issued, but not yet effective 

The following IASB Standards and IFRIC Interpretations relevant to the Group have been issued but are not yet mandatory, 

and have not yet been adopted by the Group:

•	 IFRS 9: Financial Instruments: Classification and Measurement (effective 1 January 2013)

•	 IAS 24 (Revised 2009) Related Party Disclosures (effective for the period beginning on or after 1 January 2011)

•	 IAS 32 Financial Instruments: Presentation - Classification of Rights Issues (Amendment) (effective for the period beginning 

on or after 1 February 2010)

•	 IFRIC Interpretation 14 Prepayments of a minimum funding requirement (Amendment) (effective for the period beginning 

on or after 1 January 2011)

•	 IFRIC Interpretation 19 Extinguishing Financial Liabilities with Equity Instruments (effective for the period beginning on 

or after 1 July 2010)

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 as issued reflects the first phase of the IASBs work on the replacement of IAS 39 and applies to classification and 

measurement of financial assets as defined in IAS 39. The standard is effective for annual periods beginning on or after 1 

January 2013. In subsequent phases, the IASB will address classification and measurement of financial liabilities, hedge 

accounting and derecognition. The completion of this project is expected in early 2011. The adoption of the first phase of 

IFRS 9 will have an effect on the classification and measurement of the Group’s financial assets. The Group will quantify the 

effect in conjunction with the other phases, when issued, to present a comprehensive picture.

IAS 24 Related Party Disclosures (Amendment)

The amended standard is effective for annual periods beginning on or after 1 January 2011. It clarified the definition of a 

related party to simplify the identification of such relationships and to eliminate inconsistencies in its application. The Group 

does not expect any impact on its financial position or performance. 

IAS 32 Financial Instruments: Presentation – Classification of Rights Issues (Amendment)

The amendment to IAS 32 is effective for annual periods beginning on or after 1 February 2010 and amended the definition 

of a financial liability in order to classify rights issues (and certain options or warrants) as equity instruments in cases where 

such rights are given pro rata to all of the existing owners of the same class of an entity’s non-derivative equity instruments, 

or to acquire a fixed number of the entity’s own equity instruments for a fixed amount in any currency. 

IFRIC Interpretation 14: Prepayments of a minimum funding requirement (Amendment)

This Interpretation applies to all post-employment defined benefits and other long-term employee defined benefits.

IFRIC Interpretation 19: Extinguishing Financial Liabilities with Equity Instruments

This Interpretation provides guidance for the accounting when an entity renegotiates terms of a liability with the result that 

a debtor extinguishes a financial liability fully or partially by issuing equity instruments to the creditor.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010

2.3- STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Improvement to IFRSs

The IASB issued Improvements to IFRSs, an omnibus of amendments to its IFRS standards. The amendments have not been adopted 

as they become effective for annual periods on or after either 1 July 2010 or 1 January 2011. The amendments listed below:

•	 IFRS 3 Business Combinations

•	 IFRS 7 Financial Instruments: Disclosures

•	 IAS 1 Presentation of Financial Statements

•	 IAS 27 Consolidated and Separate Financial Statements

The Group, however, expects no impact from the adoption of the amendments on its financial position or performance.

Adoption of other IASB Standards and IFRIC Interpretations will not have material effect on the financial performance, position 

or the consolidated financial statements of the Group. Additional disclosures will be made in the consolidated financial 

statements when these Standards and Interpretations become effective.

2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

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

reliably measured, regardless of when the payment is being made. Revenue is measured at the fair value of the consideration 

received or receivable. The Group assesses its revenue arrangements against specific criteria in order to determine if it is 

acting as principal or agent. The Group has concluded that it is acting as a principal in all of its revenue arrangements. 

The following specific recognition criteria must also be met before revenue is recognised:

Fee income

Placement and advisory fees are recognised when specific advisory services are rendered. Management fees relating to 

portfolios, fund management and custody services are recognised when earned. Incentive fees are recognised when earned, 

being the time the risk of realisation of such fees no longer exists.

Dividend

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

Interest income

Interest income is recognised as interest accrues using the effective yield method.
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

Kuwait Foundation for the Advancement of Sciences (KFAS)

The Group calculates the contribution to KFAS at 1% of profit for the period in accordance with the modified calculation based 

on the Foundation’s Board of Directors resolution, which states that the transfer to statutory reserve should be excluded from 

profit for the period when determining the contribution. 

National Labour Support Tax (NLST)

The Group calculates NLST in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions No. 24 of 2006 

at 2.5% of taxable profit for the period. As per law, income from associates and subsidiaries and cash dividends from listed 

companies which are subjected to NLST are deducted from the profit for the year when determining taxable profit.

Zakat

Contribution to Zakat is calculated at 1% of the profit for the period in accordance with the Ministry of Finance resolution No. 

58/2007 effective from 10 December 2007.

Business Combination and Goodwill

Business combinations are accounted for using the acquisition accounting method. The cost of an acquisition is measured as 

the aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-controlling 

interest in the acquiree. For each business combination, the acquirer measures the non-controlling interest in the acquiree 

either at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition costs incurred are 

expensed and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and 

designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition 

date. This includes the separation of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held equity interest 

in the acquiree is remeasured to fair value at the acquisition date through consolidated statement of income.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date. Subsequent 

changes to the fair value of the contingent consideration which is deemed to be an asset or liability, will be recognised in 

accordance with IAS 39 either in profit or loss or as a change to other comprehensive income. If the contingent consideration 

is classified as equity, it should not be remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the cost of the business combination over the Group’s share in the net 

fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities. If the cost of acquisition is less than the fair value 

of the net assets of the subsidiary acquired, the difference is recognised directly in the consolidated statement of income.
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business Combination and Goodwill (continued)

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment 

testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the Group’s cash-

generating units that are expected to benefits from the synergies of the combination, irrespective of whether other assets or 

liabilities of the acquiree are assigned to those units. 

Where goodwill forms part of a cash-generating unit (group of cash generating units) and part of the operations within that 

unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the operation 

when determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based 

on the relative values of the operation disposed of and the portion of the cash generation unit retained.

Cash and cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents includes cash and balances with banks and financial 

institutions and due to bank and other short-term borrowings due within three months of the contract date. 

Financial assets 

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets carried at fair value through statement of income, 

loans and receivables, held-to-maturity investments, or available-for-sale financial assets, or derivates as appropriate. The 

Group determines the classification of its financial assets at initial recognition.

Financial assets are recognised initially at fair value plus, in the case of financial assets not at fair value through profit or loss, 

directly attributable transaction costs. 

Purchases or sales of financial assets that require delivery of assets within frame established by regulation or convention in the 

market place (regular way purchases) are recognised on the trade date, i.e., the date that Group commits to purchase or sell the asset. 

The Group’s financial assets include quoted and unquoted financial instruments and derivative financial instruments.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets (continued)
Financial assets carried at fair value through statement of income
Financial assets at fair value through statement of income include financial assets held for trading and financial assets 
designated upon initial recognition as at fair value through statement of income. 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 the consolidated statement of income. Financial assets are designated at fair value through statement of 
income if they are managed, and their performance is evaluated, on reliable fair value basis in accordance with a documented 
investment strategy. After initial recognition financial assets at fair value through statement of income are re-measured at 
fair value with all changes in fair value recognised in the consolidated statement of income.

Derivative instruments are categorised as held for trading unless they are designated as hedging instruments.

The Group evaluated its financial assets at fair value through statement of income (held for trading) whether the intent to sell 
them in the near term is still appropriate. When the Group is unable to trade these financial assets due to inactive markets 
and management’s intent to sell them in the foreseeable future significantly changes, the Group may elect to reclassify these 
financial assets in rare circumstances.

Financial assets available for sale
Financial assets available for sale are those non-derivative financial assets that are designated as available for sale or are not 
classified as investments at fair value through statement of income, investments held-to-maturity or loans and receivables.

After initial measurement, financial assets available for sale are subsequently measured at fair value with unrealized gains 
or losses being recognised as other comprehensive income until the investment is derecognised or impaired at which time 
the cumulative gain or loss is recognised in the consolidated statement of income. Investments whose fair value cannot be 
reliably measured are carried at cost less impairment losses, if any.

Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through statement of income and 
loan and borrowings, as appropriate. The Group determines the classification of its financial liabilities at initial recognition.

Financial liabilities are recognised initially at fair value and in the case of loans and borrowings, including directly attributable 
transaction costs.

The Group’s financial liabilities include accounts payable and accruals.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

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. 
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of financial assets

The Group assesses at each reporting date whether there is any objective evidence that a financial asset or a group of financial 

assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective 

evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an incurred 

‘loss event’) and that loss event has an impact on the estimated future cash flows of the financial asset or the group of financial 

assets that can be reliably estimated. Evidence of impairment may include indications that the debtors or a group of debtors is 

experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability that they 

will enter bankruptcy or other financial reorganisation and where observable data indicate that there is a measurable decrease 

in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults. 

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses individually whether objective evidence of impairment 

exists individually for financial assets that are individually significant, or collectively for financial assets that are not individually 

significant. If the Group determines that no objective evidence of impairment exists for an individually assessed financial 

asset, whether significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and 

collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment 

loss is, or continues to be, recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has incurred, the amount of the loss is measured as the difference 

between the asset’s carrying amount and the present value of estimated future cash flows (excluding future expected credit 

losses that have not yet been incurred). The present value of the estimated future cash flows is discounted at the financial 

assets original effective interest rate. If a loan has a variable interest rate, the discount rate for measuring any impairment 

loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised 

in the consolidated statement of income. Interest income continues to be accrued on the reduced carrying amount and is 

accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. 

The interest income is recorded as part of finance income in the consolidated statement of income. Loans together with the 

associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been realised 

or has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss increases or 

decreases because of an event occurring after the impairment was recognised, the previously recognised impairment loss 

is increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the recovery is credited 

to consolidated statement of income.
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Available for sale investments

For available-for-sale investments, the Group assesses at each reporting date whether there is objective evidence that an 

investment or a group of investments is impaired.

In the case of equity investments classified as available for sale, objective evidence would include a significant or prolonged 

decline in the fair value of the investment below its cost. ‘Significant’ is to be evaluated against the original cost of the 

investment and ‘prolonged’ against the period in which the fair value has been below its original cost. Where there is evidence 

of impairment, the cumulative loss – measured as the difference between the acquisition cost and the current fair value, 

less any impairment loss on that investment previously recognised in the consolidated statement of income – is removed 

from cumulative changes in fair value and recognised in the consolidated statement of income. Impairment losses on equity 

investments are not reversed through the consolidated statement of income; increases in their fair value after impairment 

are recognised directly in other comprehensive income.

In the case of debt instruments classified as available for sale, impairment is assessed based on the same criteria as financial 

assets carried at amortised cost. However, the amount recorded for impairment is the cumulative loss measured as the 

difference between the amortised cost and the current fair value, less any impairment loss on that investment previously 

recognised in the consolidated statement of income.

Future interest income continues to be accrued based on the reduced carrying amount of the asset and is accrued using the 

rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. The interest income 

is recorded as part of interest income. If, in a subsequent year, the fair value of a debt instrument increases and the increase 

can be objectively related to an event occurring after the impairment loss was recognised in the consolidated statement of 

income the impairment loss is reversed through the consolidated statement of income.

In addition, in accordance with Central Bank of Kuwait instructions, a minimum general provision of 1% for cash facilities and 0.5% for 

non cash facilities is made on all applicable credit facilities (net of certain categories of collateral) that are not provided for specifically.

Derecognition of financial assets and liabilities

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised when:

•	 The rights to receive cash flows from the asset have expired.

•	 The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received 

cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the Group 

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

substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, 

and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the 

asset, the asset is recognised to the extent of the Group’s continuing involvement in the asset. 
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)

In that case, the Group also recognises an associated liability. The transferred asset and the associated liability are measured 

on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original 

carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.

Financial liabilities

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 

the consolidated statement of income.

Fair values of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined by reference to 

quoted market prices or dealer price quotations (bid price for long positions and ask price for short positions), without any 

deduction for transaction costs.

For mutual fund investments, fair value is determined based on net asset values reported by the fund managers.

For investments 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 investment 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.

Investments 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 if any.

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.

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

An analysis of fair value of financial instruments and further details as to how they are measured are provided in Note 19.



Annual Report 2010

25

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010

2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of financial 

position if, and only if, there is a currently enforceable legal right to off set the recognised amounts and there is an intention 

to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Investment in associates

The Group’s investment in its associates is accounted for using the equity method. An associate is an entity in which the 

Group has significant influence.

Under the equity method, the investment in the associate is carried in the consolidated statement of financial position at cost 

plus post acquisition changes in the Group’s share of net assets of the associate. Goodwill relating to the associate is included 

in the carrying amount of the investment and is neither amortized nor individually tested for impairment.

The consolidated income statement reflects the share of the results of operations of the associate. Where there has been a 

change recognized directly in the consolidated statement of comprehensive of the associate, the Group recognizes its share of 

any changes and discloses this, when applicable, in the consolidated statement of changes in equity. Unrealized gains and losses 

resulting from transactions between the Group and the associate are eliminated to the extent of the interest in the associate. 

The share of profit of an associate is shown on the face of the consolidated income statement. This is the profit attributable to equity 

holders of the associate and therefore is profit after tax and non-controlling interests in the subsidiaries of the associate.

The financial statements of the associate are prepared for the same reporting period as the Group and in case of different 

reporting date of associate, which are not more than three months, from that of the Group, adjustments are made for the 

effects of significant transactions or events that occur between that date and the date of the Group’s consolidated financial 

statements. Where necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognize an additional impairment 

loss on the Group’s investment in its associate. The Group determines at each reporting date whether there is any objective 

evidence that the investment in the associate is impaired. If this is the case the Group calculates the amount of impairment 

as the difference between the recoverable amount of the associate and its carrying value and recognizes the amount in the 

‘share of result of associate’ in the consolidated income statement.

Upon loss of significant influence over the associate, the Group measures and recognizes any retaining investment at its fair 

value. Any difference between the carrying amount of the associate upon loss of significant influence and the fair value of 

the retaining investment and proceeds from disposal is recognized in consolidated income statement.
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Treasury shares

The Parent Company’s own shares are accounted for as treasury shares and are stated at cost. When the treasury shares are 

sold, gains are credited to a separate account in equity (treasury shares reserve) which is non-distributable. Any realised 

losses are charged to the same account to the extent of the credit balance on that account. Any excess losses are charged 

to retained earnings then reserves. Gains realised subsequently on the sale of treasury shares are first used to offset any 

previously recorded losses in the order of reserves, retained earnings and the treasury shares reserve account. No cash 

dividends are distributed on these shares. The issue of bonus shares increases the number of treasury shares proportionately 

and reduces the average cost per share without affecting the total cost of treasury shares.

Provisions

Provisions are recognised when the Group 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 consolidated financial statements are presented in Kuwaiti Dinars, which is also the Parent Company’s functional and 

presentation currency. Each entity in the Group determines its own functional currency and items included in the financial 

statements of each entity are measured using that functional 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 reporting date. All differences are taken to the consolidated statement of income. 

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. Any goodwill arising on the acquisition of a foreign 

operation and any fair value adjustments to the carrying amounts of assets and liabilities arising on the acquisition are treated 

as assets and liabilities of the foreign operations and translated at closing rate.

Group companies 

As at the reporting date, the assets and liabilities of foreign subsidiaries are translated into the Parent Company’s presentation 

currency (Kuwaiti Dinars) at the rate of exchange ruling at the reporting date, and the statements of income translated at the 

weighted average exchange rates for the year. Exchange differences arising on translation are included in other comprehensive 

income as foreign exchange translation adjustments within equity. On disposal of a foreign entity, the deferred cumulative 

amount recognised in other comprehensive income relating to the particular foreign operation is recognised in the consolidated 

statement of income.
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2.4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Derivatives 

Derivative instruments are initially recognised in the consolidated statement of financial position at cost (including transaction 

costs) and subsequently measured at their fair value. 

The Group 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 consolidated statement of financial position.

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

Segment information

A segment is a distinguishable component of the Group that is engaged either in providing products or services (business 

segment), or in providing products and services within a particular economic environment (geographic segment), which is 

subject to risks and rewards that are different from those of other segments.

Contingencies

Contingent liabilities are not recognised in the consolidated statement of financial position, but are disclosed unless the 

possibility of an outflow of resources embodying economic benefits is remote.

Contingent assets are not recognised in the consolidated statement of financial position, but are disclosed when an inflow 

of economic benefits is probable.

2.5- SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

Judgements

The preparation of the Group’s consolidated financial statements require management to make judgements, estimates and 

assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the disclosure of contingent 

liabilities, at the reporting date. However, uncertainty about the assumptions and estimates could result in outcomes that 

require a material adjustment to the amount of the asset or liability affected in future periods.

In the process of applying the Group’s accounting policies, management has made the following judgments, which have the 

most significant effect on the amounts recognised in the consolidated financial statements:

Impairment of investments

The Group treats available for sale equity investments as impaired when there has been a significant or prolonged decline in 

the fair value below its cost or where other objective evidence of impairment exists. The determination of what is “significant” 

or “prolonged” requires considerable judgement. In addition, the Group evaluates other factors, including normal volatility 

in share price for quoted equities and the future cash flows and the discount factors for unquoted equities. 
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Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting 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 investments

Valuation of unquoted equity investments 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; or

•	 other valuation models. 

The determination of the cash flows and discount factors for unquoted equity investments requires significant estimation. 

There are a number of investments where this estimation cannot be reliably determined. As a result, these investments are 

carried at cost less impairment (see Note 6 for details).

3- BASIC AND DILUTED EARNING PER SHARE

Basic and diluted earning per share is computed by dividing the profit for the year attributable to equity holders of the Parent 

Company by the weighted average number of shares outstanding during the year less treasury shares.

2010 2009

Profit for the year attributable to the equity holders of the Parent Company (KD) 4,619,031 8,683,587
Weighted average number of shares outstanding during the year (excluding treasury shares) 792,573,479 800,000,000
Basic and diluted earnings per share 5.8 fils  10.9 fils  

4- CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the consolidated statement of cash flows consist of the following:

2010 2009
KD KD

Cash and bank balances 9,387,599 10,419,846
Balances with a foreign financial institutions 8,655,448 14,605,311

18,043,047 25,025,157

Bank balances represent non-interest bearing current accounts held with local and foreign commercial banks.

Balances with foreign financial institutions include a short term deposit of KD 221,315 (31 December 2009: KD 7,457,109) with 

a foreign financial institution.
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5- FINANCIAL ASSETS CARRIED AT FAIR VALUE THROUGH STATEMENT OF INCOME

2010 2009
KD KD

Financial assets held for trading:
Foreign quoted securities 445,623 658,690

Financial assets designated at fair value through statement of income:
Mutual fund investments 34,703,402 22,115,722
Foreign unquoted securities 2,696,622 2,587,077

37,400,024 24,702,799
37,845,647 25,361,489

The unquoted mutual fund investments (comprising mainly quoted securities) are carried at net asset values provided by 

the fund managers.

6- FINANCIAL ASSETS AVAILABLE FOR SALE 

Financial assets available for sale represent investments in private equity funds focusing on pan-asian markets that are carried 

at cost less impairment. 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. There is no active market for these financial assets and the 

Group intends to hold them for the long term. Management has performed a review of its unquoted private equity funds to 

assess whether impairment has occurred in the value of these investments. Based on the latest available financial information, 

management is of the view that no impairment provision is required as at 31 December 2010.

7- INVESTMENT IN ASSOCIATE

In December 2010, the Parent Company acquired 25.69% equity interest in AGP International Holding Limited, incorporated 

in British Virgin Island. The principle activity of the Company is that of investment holding. 

8- OTHER ASSETS

2010 2009
KD KD

Accrued management fees income 936,949 169,864
Positive fair value of derivatives (Note 17) 250,521 1,169,185
Accrued interest income 54,964 94,659
Furniture and equipment 160,483 109,193
Other assets 123,270 74,479

1,526,187 1,617,380
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9- ACCOUNTS PAYABLE AND ACCRUALS

2010 2009
KD KD

Staff bonus 2,882,310 2,963,005
Other staff payables 199,037 139,784
Kuwait Foundation for the Advancement of Sciences 43,822 29,111
National Labour Support Tax 121,728 226,624
Zakat 49,131 90,650
Directors fees 35,000 35,000
Other liabilities 94,426 62,563

3,425,454 3,546,737

10- SHARE CAPITAL

The authorised, issued and fully paid share capital in cash as of 31 December 2010 comprised 800,000,000 (2009: 800,000,000) 

shares of 100 fils each.

11- STATUTORY RESERVE 

As required by the Commercial Companies Law of Kuwait and the Parent Company’s articles of association, 10% of the profit 

for the year after adjusting for brought forward accumulated loss before contribution to KFAS, NLST, Zakat and Directors’ 

remuneration is to be transferred to statutory reserve. The Parent Company may resolve to discontinue such annual transfers 

when the reserve equals or exceeds 50% of paid up share capital. 

Distribution of the Parent 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.

12- VOLUNTARY RESERVE 

In November 2008, the Central Bank of Kuwait allowed investment companies to reverse the retained excess general provision 

to the consolidated income statement and stipulated that an amount equal to the released provision should be transferred 

from retained earnings to a voluntary reserve. Accordingly, the provision reversed has been transferred from retained earnings 

to voluntary reserve.

13- TREASURY SHARES

At 31 December 2010 the Parent Company held 16,600,000 shares (2009: nil) of its own shares, equivalent to 2.07% of the total 

issued share capital at that date (2009: nil). The market value of these shares at the reporting date was KD 1,196,777 (2009: nil).
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14- RELATED PARTY TRANSACTIONS

Related parties represent major shareholders, directors and key management personnel of the Group, and entities which 

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

approved by the Parent Company’s management.

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

2010 2009
KD KD

Consolidated statement of income:
Interest income (other related party) 274,460 796,274

Consolidated statement of financial position:
Cash and balances with bank and financial institutions - 8,078,725

Compensation of key management personnel:

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

2010 2009
KD KD

Salaries and short-term benefits 1,625,302 1,961,925
Employees’ end of service benefits 74,624 47,546

1,699,926 2,009,471

15- CAPITAL AND EXPENDITURE COMMITMENTS 

At 31 December 2010, the Group had capital commitments amounting to KD 6,680,566 (2009: KD 9,863,773) in respect of 

financial assets available for sale.

2010 2009
KD KD

Operating lease rental commitments
Future minimum lease payments:
Within one year 167,328 98,952
Within two to five years 273,504 98,952

440,832 197,904
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16- SEGMENT INFORMATION 

A segment is distinguishable component of the Group that is engaged either in providing products or services (business 

segment), or in providing products and services within a particular economic environment (geographic segment), which is 

subject to risks and rewards that are different from those of other segments.

For management purposes, the Group is organised into two geographical segments based on the location of assets: Kuwait 

and Pan Asia (including India and China). This is the basis on which the Group reports its segment information internally to 

senior management.

The following table presents revenue, results for the year, total assets and total liabilities information regarding the Group’s 

reportable segments.

31 December 2010 31 December 2009
Kuwait Pan Asia Total Kuwait Pan Asia Total

KD KD KD KD KD KD

SEGMENT REVENUE 274,460 6,629,463 6,903,923 796,274 17,018,959 17,815,233
SEGMENT RESULTS (1,912,229) 6,531,260 4,619,031 (5,243,616) 13,927,203 8,683,587

Segment assets 9,671,351 81,704,366 91,375,717 17,109,145 70,867,856 87,977,001
Segment liabilities 3,359,641 65,813 3,425,454 3,546,737 - 3,546,737

Other segmental information:
Impairment loss on money market fund - - - 2,932,880 - 2,932,880
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010

17- DERIVATIVES

In the ordinary course of business the Group 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 Group 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 and interest rate swaps.

31 December 2010 Notional amounts by term

to maturity

Positive

fair value

Negative

fair value

Contract/

Notional

amount

Total

Within

1 year

1- 5

years
KD KD KD KD KD

Interest rate swaps 250,521 - 28,100,000 - 28,100,000

31 December 2009 Notional amounts by term

to maturity

Positive

fair value

Negative

fair value

Contract/

Notional

amount

Total

Within

1 year

1- 5

years
KD KD KD KD KD

Purchased equity and index options 880,713 - 18,093,600 18,093,600 - 
Interest rate swaps 288,472 - 28,720,000 - 28,720,000

1,169,185 - 46,813,600 18,093,600 28,720,000

All derivative transactions are for trading purposes.
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk is inherent in the Group’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 Group’s continuing profitability and 

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

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

The Group has various financial assets such as investments and cash and balances with foreign and local financial institutes, 

which arise directly from its operations.

The Group classifies the risks faced as part of its monitoring and controlling activities into certain categories of risks and 

accordingly specific responsibilities have been given to various officers for the identification, measurement, control and 

reporting of these identified categories of risks. The categories of risks are:

A- Risks arising from financial instruments:

•	 Credit risk which includes default risk of clients and counterparties 

•	 Market risk which includes interest rate, foreign exchange and equity price risks 

•	 Liquidity risk

B- Other risks:

•	 Prepayment risk

•	 Operational risk which includes risks due to operational failures

The Parent Company’s Board of Directors is ultimately responsible for the overall risk management approach and for approving 

the risk strategies and principles.

18.1- 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 Group’s credit policy and exposure to credit risk is monitored on an ongoing basis. The Group seeks 

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

diversification of placement activities. 

Maximum exposure to credit risk 

The Group is exposed to credit risk with respect to its balances with banks and financial institutions and other assets, the 

Group’s maximum exposure is equal to the carrying amount of these balances.

The maximum credit exposure to a single counter party is KD 8,322,299 (2009: KD 8,078,725).
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

18.1- CREDIT RISK (continued)

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 

Group’s performance to developments affecting a particular industry or geographic location. 

The table below illustrates the maximum exposure to credit risk for the components of the consolidated statement of financial 

position analysed by geographical sector:

31 December 2010 Kuwait

KD 

Asia

KD

Total

KD 
ASSETS
Balances with banks and financial institutions 9,386,299 8,655,448 18,041,747
TOTAL CREDIT EXPOSURE 9,386,299 8,655,448 18,041,747

31 December 2009 Kuwait

KD

Asia

KD

Total

KD
ASSETS
Balances with banks and financial institutions 10,418,546 14,605,311 25,023,857
Due from financial institution 6,462,980 - 6,462,980
TOTAL CREDIT EXPOSURE 16,881,526 14,605,311 31,486,837

The Group have maximum exposure to credit risk with banks and other financial institutions.

Analysis of past due nor impaired

The Group did not have any past due nor impaired financial assets as at 31 December 2010 and 31 December 2009.
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

18.2- LIQUIDITY RISK

Liquidity risk is the risk that the Group 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 Group’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 table below shows an analysis of financial liabilities based on the remaining undiscounted contractual maturities at the 

reporting date:

31 December 2010 3 to 12 1 to 5
months years Total

KD KD KD

Accounts payable and accruals 3,297,498 127,956 3,425,454
Commitments - 6,680,566 6,680,566

31 December 2009 3 to 12 1 to 5
Months Years Total

KD KD KD

Accounts payable and accruals 3,456,678 90,059 3,546,737
Commitments - 9,863,773 9,863,773

The table below summarises the maturity profile of the Group’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 carried at fair value through statement of income and financial assets available for sale is determined based 

on management’s estimate of liquidation of those assets. 
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

18.2- LIQUIDITY RISK (continued)

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

31 December 2010 Within

 3 months

KD 

Over one 

year

KD 

Total

KD 
ASSETS
Cash and balances with banks and financial institutions 18,043,047 - 18,043,047
Financial assets carried at fair value through statement of income 37,845,647 - 37,845,647
Financial assets available for sale - 30,543,236 30,543,236
Investment in associate - 3,417,600 3,417,600
Other assets 1,526,187 - 1,526,187
TOTAL ASSETS 57,414,881 33,960,836 91,375,717

LIABILITIES 

Within

 3 months

KD 

 Over one 

 year

 KD 

Total

KD 

Accounts payable and accruals 3,297,498 127,956 3,425,454
NET LIQUIDITY GAP 54,117,383 33,832,880 87,950,263

31 December 2009 Within

 3 months

KD 

Over one 

year

KD 

Total

KD 
ASSETS
Cash and balances with banks and financial institutions 25,025,157 - 25,025,157
Due from financial institutions 6,462,980 - 6,462,980
Financial assets carried at fair value through statement of income - 25,361,489 25,361,489
Financial assets available for sale - 29,509,995 29,509,995
Other assets 122,518 1,494,862 1,617,380
TOTAL ASSETS 31,610,655 56,366,346 87,977,001

LIABILITIES 

Within

 3 months

KD 

Over one 

year

KD 

Total

KD 
Accounts payable and accruals 3,456,678 90,059 3,546,737
NET LIQUIDITY GAP 28,153,977 56,276,287 84,430,264
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

18.3- MARKET RISK

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market variables such as interest rates, 

foreign exchange rates, and equity prices, whether those changes are caused by factors specific to the individual investment 

or its issuer or factors affecting all investments traded in the market.

Market risk is managed on the basis of pre-determined asset allocations across various asset categories, diversification of 

assets in terms of geographical distribution and industry concentration, a continuous appraisal of market conditions and 

trends and management’s estimate of long and short term changes in fair value. 

18.3.1- 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 

Parent Company’s Board of Directors has set limits on open positions by currency. Open positions are monitored on a regular basis.

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

2010 2009
KD KD

Equivalent Equivalent 

US Dollars 43,769,346 37,891,218
Hong Kong Dollars 60,638 489,899
British Pound Sterling 2,696,622 2,587,077

The tables below indicate the currencies to which the Group had significant exposure at 31 December 2010 on its monetary assets 

and liabilities. 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 consolidated statement of income. There is no direct impact on the Group’s equity.

Currency

Change in

currency rate 

in %

2010

Effect on 

results

2010

KD 

Change in

currency rate 

in %

2009

Effect on 

results

2009

KD 

US Dollars +5 2,188,467 +5 1,894,561
Hong Kong Dollars +5 11,401 +5 24,495
British Pound Sterling +5 134,831 +5 129,354
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

18.3- MARKET RISK (continued)

18.3.2- 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 Group is exposed to interest rate risk as a result of mismatches or gaps in the amounts of assets 

and liabilities and off statement of financial position 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% (2009: +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 Group’s financial instruments exposed 

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

2010 2009
+ 0.25 % - 0.25 % + 0.25 % - 0.25 %

KD KD KD KD

Gain / (loss) for the year 21,641 (21,641) 56,723 (56,723)

18.3.3- Equity price risk

Equity price risk arises from changes in the fair values of equity investments. The Group manages this through diversification of 

investments in terms of geographical distribution and industry concentration. The majority of the Group’s quoted investments 

are listed on the Hong Kong Stock Exchange.

The effect on Group’s profit (as a result of a change in the fair value of financial assets carried at fair value through statement 

of income at 31 December 2010) due to a reasonably possible change in market indices, with all other variables held constant 

is as follows. There is no impact on the equity.

2010 2009

Market indices

Change in 

equity price

%

Effect

on profit

KD

Change in 

equity price

%

Effect

on profit

KD

Hong Kong +5 10,880 +5 24,495
Others +5 19,249 +5 8,440

18.4- PREPAYMENT RISK

Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties repay or request 

repayment earlier or later than expected. The Group is not exposed to significant prepayment risk.
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18- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

18.5- 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 

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

potential risks, the Group 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 Group has a set of policies and procedures, which is approved by the Parent Company’s 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 Group 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 Group. 

19- FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise financial assets and financial liabilities.

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

assets available for sale and receivables. Financial liabilities consist of accounts payables and accruals.

The fair values of financial instruments, with the exception of certain financial assets available for sale amounting to KD 30,543,236 

carried at cost less impairment are not materially different from their carrying values.

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair values of financial instruments by valuation 

technique:

Level 1: quoted (unadjusted) prices in an active market for identical assets and liabilities:

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either 

directly or indirectly; and

Level 3: other techniques which use inputs which have a significant effect on the recorded fair value are not based on 

observable market data.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010
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19- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

The following table shows an analysis of financial instruments recorded at fair value by level of the fair value hierarchy:

2010 Level: 1 Level: 2 Level: 3

Total fair

value
KD KD KD KD 

Assets measured at fair value
Financial assets held for trading:
Quoted securities 445,623  -  - 445,623
Financial assets designated at fair value through

   statement of income:
Mutual funds 30,490,915 4,212,487  - 34,703,402
Foreign unquoted securities  -  - 2,696,622 2,696,622

Derivatives:
Interest rate swaps  -  - 250,521 250,521

30,936,538 4,212,487 2,947,143 38,096,168

2009 Level: 1 Level: 2 Level: 3

Total fair

value
KD KD KD KD 

Assets measured at fair value
Financial assets held for trading:
Quoted securities 658,690  -  - 658,690
Financial assets designated at fair value through

   statement of income:
Mutual funds 10,530,475 11,585,247  - 22,115,722
Foreign unquoted securities  -  - 2,587,077 2,587,077

Derivatives:
Purchased equity and index options  -  - 880,713 880,713
Interest rate swaps  -  - 288,472 288,472

11,189,165 11,585,247 3,756,262 26,530,674

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
At 31 December 2010
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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19- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The following table shows a reconciliation of the opening and closing amount of level 3 financial assets and liabilities which 

are recorded at fair value.

At 1 January

2010

Gain /( loss)

recorded in the 

consolidated 

statement of 

income

Gain /(loss) 

recorded in 

equity

Net

purchases, 

sales and 

settlements

At 

31 December 

2010
KD KD KD KD KD 

Financial assets carried at fair value

   through statement of income:
Unquoted securities 2,587,077 109,544 - - 2,696,621

Derivatives:
Purchased equity and index options 880,713 3,805 - (884,518) - 
Interest rate swaps 288,472 (37,951) - - 250,521

3,756,262 75,398 - (884,518) 2,947,142

At 1 January

2009

Gain /( loss)

recorded in the 

consolidated 

statement of 

income

Gain /(loss) 

recorded in 

equity

Net

purchases, 

sales and 

settlements

At 

31 December 

2009
KD KD KD KD KD 

Financial assets carried at fair value

   through statement of income:
Unquoted securities 2,475,165 111,913 - - 2,587,078

Derivatives:
Purchased equity and index options (2,510,782) 157,708 - 3,233,787 880,713
Interest rate swaps - 69,697 - 218,775 288,472

(35,617) 339,318 - 3,452,562 3,756,263

During the period, there have been no transfers between the hierarchies.
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20- CAPITAL MANAGEMENT 

The Group 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 2010. Capital comprises share capital, 

statutory reserve, voluntary reserve and retained earnings and is measured at KD 87,950,263 as at 31 December 2010 (2009: 

KD 84,545,159).

21- COMPARATIVE FIGURES

Cash and balances with banks and financial institutions and other assets have been restated due to reclassification of certain 

balances in order to conform with the current year presentation. Such restatement does not affect the consolidated statement 

of income for the year ended 31 December 2009 or the retained earnings as at 1 January 2009.


