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STATEMENT FROM THE CHAIRMAN OF THE BOARD

Dear Shareholders,

Just three years after the global financial crisis of 2008, 2011 was 

marked by continued volatility in financial markets and increased 

political instability. At the start of the year, the Arab Spring in the 

Middle East and North Africa triggered an unexpected rejection 

of decades old political regimes across Tunisia, Egypt and Yemen. 

In Europe, risk of sovereign defaults brought the Union to the 

brink of a breakup and even today continues to cause concern in 

the economies of the periphery of Europe, who remain plagued 

by historically high unemployment rates, massive budget 

deficits and looming debt balances. Geopolitical tensions in the 

Middle East increased many-fold due to fears of a pre-emptive 

strike by Israel on Iran and created a strong undercurrent for 

unpredictability in oil markets. While Syria faces an internal 

rebellion that could easily explode and plunge the region into a 

protracted civil war, 2011 also witnessed one of the worst natural 

disasters when an earthquake triggered Tsunami hit the east 

coast of Japan, resulting in a narrowly averted nuclear disaster 

and with it victimized almost 20,000 people.

Fortunately, these events did not mar the strong fundamentals 

of the Asian economies who continued to drive global growth 

with China alone recording an expansion of 9.2%. Unfortunately, 

Asia’s market performance lagged with the MSCI Asia ex-Japan 

index losing over 19% for the year. This was largely due to the 

markets sensitivity to fund flows as global investors switched 

between being risk aversion to risk propensity.

KCIC’s performance in 2011 was also set against a backdrop in 

which most companies in Kuwait’s investment sector have or will 

have serious restructuring or organizational needs. While most 

companies were scaling their businesses down, we at KCIC were 

proud to have maintained the health of the Company’s balance 

sheet having protected our shareholder’s equity during highly 

uncertain and volatile economic times.

For 2011, KCIC recorded a headline loss of KD 6.8 million compared 

with a total income of KD 7.05 for 2010. This resulted in a net 

loss of KD 9.8 million which equates to a loss of 11.94 fils per 

share compared to a net profit of KD 4.7 million for the year 2010 

resulting in a negative return of equity of 11.3 percent. Losses 

were primarily due to our market exposures in public stocks which 

performed poorly in most of our target countries. China and India 

alone were down by almost 30% and 25% respectively.

2011 will be remembered as an important year for KCIC when 

both its Hong Kong and Dubai offices were opened. Six years 

since inception, KCIC today cannot continue without a local 

presence in Asia. The Board of Directors approved Hong Kong 

to be the company’s main Asia office with Dubai to provide 

the sales and marketing functions. In addition, the company 
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continued bolstering its back and middle office functions and 

integrating our client infrastructure in order to deliver a “best 

in class” platform needed to grow and help scale its business.

The company was also actively launching several portfolio 

strategies to further expand the firm’s already wide offering for 

its clients and investors. Even under difficult markets conditions, 

by the end of the year, 9 out of the 13 portfolio strategies had 

outperformed their respective benchmarks.

The company also expanded its direct investment activities by 

concluding its investment in Atlantic Gulf & Pacific (“AG&P”). 

AG&P is a 100 year old Philippine company with a long history 

of participating in the construction of globally important projects 

across the world. KCIC’s participation will help introduce 

the company to the region by assisting it in being awarded 

projects in the Gulf and working alongside world renowned 

multinationals.

We hope to see more activity in this asset class in the future as 

the firm hires the resources needed to help build out the business 

in Asia and deliver these opportunities to its clients.

KCIC remains fully convinced that Asia will continue to be the 

main driver for global growth and bringing with it exciting 

investment opportunities to capitalize on. We will continue to 

work diligently to steer through these volatile times and combing 

the markets for new prospective investments.

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 

Jaber Al-Mubarak Al-Hamad Al-Sabah, as well to our government 

for their continued support of Kuwait’s national institutions and 

companies, praying to God Almighty to bestow upon our beloved 

homeland, blessings of safety, security and prosperity.

I would also like to express my sincere appreciation and gratitude 

to the company’s management and its staff members without 

which none of KCIC’s achievements would have been possible. 

It is with their continued commitment and dedication to risk 

management and prudent investment policies that KCIC has 

managed to navigate these increasingly treacherous financial 

conditions aiming always to deliver superior risk-adjusted returns 

to its investors and shareholders.

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.

Report on the 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 of the consolidated statement of financial position as at 31 

December 2011 and the consolidated income statement, 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 at 31 December 2011, and its financial performance and 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, nor of the Parent Company’s articles of association have occurred during the year ended 

31 December 2011 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 2011.

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

12 March 2012

Kuwait
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2011

2011

(Restated)

2010
Notes KD KD

INCOME
Net (loss) gain on financial assets and financial liabilities at fair value

   through profit or loss 3 (10,932,691) 2,083,165
Realised gain on sale of financial assets available-for-sale 1,482,662 1,586,922
Management fees 135,733 99,501
Dividend income 4 1,461,393 1,917,555
Interest income 5 650,717 1,367,031
Share of result of an associate 77,240 -
Foreign exchange gain (loss) 128,367 (2,969)
Other income 203,839 2,600
TOTAL INCOME (6,792,740) 7,053,805

EXPENSES
Finance cost 86,498 20,119
Staff costs 1,393,383 2,812,756
General and administrative expenses 1,581,564 897,547
Reversal of impairment loss on due from a financial institution - (1,615,745)
TOTAL EXPENSES 3,061,445 2,114,677

(LOSS) PROFIT FOR THE YEAR BEFORE KFAS, NLST, ZAKAT AND

   DIRECTORS' REMUNERATION (9,854,185) 4,939,128
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) - (43,822)
National Labour Support Tax (NLST) - (121,728)
Zakat - (49,522)
Directors’ remuneration - (35,000)
LOSS (PROFIT) FOR THE YEAR (9,854,185) 4,689,056
Attributable to:
 Equity holders of the Parent Company (9,279,458) 4,619,031
 Non-controlling interests (574,727)  70,025
(LOSS) PROFIT FOR THE YEAR (9,854,185) 4,689,056
BASIC AND DILUTED (LOSS) EARNINGS PER SHARE ATTRIBUTABLE

   TO THE EQUITY HOLDERS OF THE PARENT COMPANY 6 (11.94) fils 5.83 fils 

The attached notes 1 to 24 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2011

(Restated)
2011 2010

KD KD

(Loss) profit for the year (9,854,185) 4,689,056
Other comprehensive income: 
Financial assets available-for-sale:

- Net unrealized gain 970,129 1,111,046
- Realized gain during the year - (996,151)

Foreign currency translation adjustment (415,705) - 
Other comprehensive income for the year 554,424 114,895
Total comprehensive (loss) income (9,299,761) 4,803,951
Attributable to:
Equity holders of the Parent Company (8,685,169) 4,733,926
Non-controlling interests (614,592) 70,025

(9,299,761) 4,803,951

The attached notes 1 to 24 form part of these consolidated financial statements.



Annual Report 2011 11

(Restated)
2011 2010

Notes KD KD

ASSETS 
Cash and cash equivalents 7 2,202,835 18,653,494
Financial assets at fair value through profit or loss 8 45,515,622 32,251,954
Financial assets available-for-sale 9 30,585,706 29,892,486
Investment in an associate 10 3,592,329 3,417,600
Other assets 11 8,470,257 12,030,237
TOTAL ASSETS 90,366,749 96,245,771

LIABILITIES AND EQUITY 
LIABILITIES
Financial liabilities at fair value through profit or loss 8 4,044,685  876,548
Other liabilities 12 4,223,155  4,395,797

 8,267,840 5,272,345

EQUITY
Share capital 13 80,000,000 80,000,000
Statutory reserve 14 2,502,327 2,502,327
Voluntary reserve 15 526,317 526,317
Treasury shares 16 (1,698,775) (1,213,927)
Other reserve 89,555 - 
Cumulative changes in fair values 970,129 - 
Foreign currency translation reserve (375,840) - 
(Accumulated losses) / retained earnings (3,143,912) 6,135,546
Equity attributable to the equity holders of the Parent Company 78,869,801 87,950,263
Non-controlling interest 3,229,108 3,023,163
TOTAL EQUITY 82,098,909 90,973,426 
TOTAL LIABILITIES AND EQUITY 90,366,749 96,245,771

Omar K. Al-Ghanim

Chairman

Ahmad A. Al-Hamad

Managing Director

The attached notes 1 to 24 form part of these consolidated financial statements.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2011
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended 31 December 2011

Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 Voluntary 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign

currency

translation

reserve

(Accumulated 

losses) retained 

earnings Sub-total

Non-

controlling

interest Total
KD KD KD KD KD KD KD KD KD KD KD

Balance at 31 December 2010

   (as previously reported) 80,000,000 2,502,327 526,317 (1,213,927) - - - 6,135,546 87,950,263 - 87,950,263
Adjustment (note 24 ) - - - - - - - - -  3,023,163  3,023,163
Balance at 1 January 2011 (Restated) 80,000,000 2,502,327 526,317 (1,213,927) - - - 6,135,546 87,950,263 3,023,163 90,973,426
Loss for the year - - - - - - - (9,279,458) (9,279,458) (574,727) (9,854,185)
Other comprehensive income 

   (loss) for the year - - - - - 970,129 (375,840) - 594,289 (39,865) 554,424
Total comprehensive income (loss) - - - - - 970,129 (375,840) (9,279,458) (8,685,169) (614,592) (9,299,761)
Purchase of treasury shares (note 16) - - - (484,848) - - - - (484,848) - (484,848)
Gain on partial disposal of subsidiary - - - - 89,555 - - - 89,555 - 89,555
Non-controlling interest arising from

   additional capital in a subsidiary - - - - - - - - - 820,537 820,537
Balance at 31 December 2011 80,000,000 2,502,327 526,317 (1,698,775) 89,555 970,129 (375,840)  (3,143,912) 78,869,801 3,229,108 82,098,909

Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 Voluntary 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign

currency

translation

reserve

Retained

earnings Sub-total

Non-

controlling

interest Total
KD KD KD KD 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 - 84,430,264
Profit for the year - - - - - - - 4,619,031 4,619,031 70,025 4,689,056
Other comprehensive income for the year - - - - - - 114,895 - 114,895 - 114,895
Total comprehensive income - - - - - - 114,895 4,619,031 4,733,926 70,025 4,803,951
Purchase of treasury shares (note 16) - - - (1,213,927) - - - - (1,213,927) - (1,213,927)
Transfer to statutory reserve - 486,910 - - - - - (486,910) - - -
Non-controlling interest arising from

   new subsidiary - - - - - - - - - 2,953,138 2,953,138
Balance at 31 December 2010 (Restated) 80,000,000 2,502,327 526,317 (1,213,927) - - - 6,135,546 87,950,263 3,023,163 90,973,426

The attached notes 1 to 24 form part of these consolidated financial statements.
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Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 Voluntary 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign

currency

translation

reserve

(Accumulated 

losses) retained 

earnings Sub-total

Non-

controlling

interest Total
KD KD KD KD KD KD KD KD KD KD KD

Balance at 31 December 2010

   (as previously reported) 80,000,000 2,502,327 526,317 (1,213,927) - - - 6,135,546 87,950,263 - 87,950,263
Adjustment (note 24 ) - - - - - - - - -  3,023,163  3,023,163
Balance at 1 January 2011 (Restated) 80,000,000 2,502,327 526,317 (1,213,927) - - - 6,135,546 87,950,263 3,023,163 90,973,426
Loss for the year - - - - - - - (9,279,458) (9,279,458) (574,727) (9,854,185)
Other comprehensive income 

   (loss) for the year - - - - - 970,129 (375,840) - 594,289 (39,865) 554,424
Total comprehensive income (loss) - - - - - 970,129 (375,840) (9,279,458) (8,685,169) (614,592) (9,299,761)
Purchase of treasury shares (note 16) - - - (484,848) - - - - (484,848) - (484,848)
Gain on partial disposal of subsidiary - - - - 89,555 - - - 89,555 - 89,555
Non-controlling interest arising from

   additional capital in a subsidiary - - - - - - - - - 820,537 820,537
Balance at 31 December 2011 80,000,000 2,502,327 526,317 (1,698,775) 89,555 970,129 (375,840)  (3,143,912) 78,869,801 3,229,108 82,098,909

Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 Voluntary 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign

currency

translation

reserve

Retained

earnings Sub-total

Non-

controlling

interest Total
KD KD KD KD 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 - 84,430,264
Profit for the year - - - - - - - 4,619,031 4,619,031 70,025 4,689,056
Other comprehensive income for the year - - - - - - 114,895 - 114,895 - 114,895
Total comprehensive income - - - - - - 114,895 4,619,031 4,733,926 70,025 4,803,951
Purchase of treasury shares (note 16) - - - (1,213,927) - - - - (1,213,927) - (1,213,927)
Transfer to statutory reserve - 486,910 - - - - - (486,910) - - -
Non-controlling interest arising from

   new subsidiary - - - - - - - - - 2,953,138 2,953,138
Balance at 31 December 2010 (Restated) 80,000,000 2,502,327 526,317 (1,213,927) - - - 6,135,546 87,950,263 3,023,163 90,973,426

The attached notes 1 to 24 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2011

(Restated)
2011 2010

Note KD KD

OPERATING ACTIVITIES
(Loss) profit for the year before KFAS, NLST, Zakat and Directors’ remuneration (9,854,185) 4,939,128
Adjustments for:
Net loss (gain) on financial assets and financial liabilities at fair value

   through profit or loss 3 10,932,691 (2,083,165)
Realised gain on financial assets available-for-sale (1,482,662) (1,586,922)
Dividend income (1,461,393) (1,917,555)
Interest income (650,717) (1,367,031)
Share of results of an associate (77,240) - 
Reversal of impairment loss on due from a financial institution - (1,615,745)

(2,593,506) (3,631,290)
Change in operating assets and liabilities:

Due from financial institution - 8,078,725
Financial assets at fair value through profit or loss (24,196,359) (4,807,300)
Financial liability at fair value through profit or loss 3,168,137 876,548
Other assets 4,042,619 (9,715,919)
Other liabilities (44,750) 1,035,202

Cash used in operations (19,623,859) (8,164,034)
Interest income received 257,633 788,237
Paid to KFAS (43,822) (40,942)
NLST paid - (257,243)
Zakat paid (49,070) (103,029)
Directors’ remuneration paid (35,000) (35,000)
Net cash used in operating activities (19,494,118) (7,812,011)

INVESTING ACTIVITIES
Purchase of financial assets available-for-sale (2,389,499) (3,459,184)
Proceeds from sale of financial assets available-for-sale 4,149,070 4,660,848
Investment in an associate - (3,417,600)
Dividend income received 1,461,393 1,917,073 
Net cash from (used in) investing activities 3,220,964 (298,863)

FINANCING ACTIVITIES
Purchase of treasury shares (484,848) (1,213,927)
Net movement in non-controlling interest 820,537 2,953,138
Net cash from financing activities  335,689 1,739,211
Net foreign exchange difference (513,194) -
DECREASE IN CASH AND CASH EQUIVALENTS (16,450,659) (6,371,663)
Cash and cash equivalents at 1 January 18,653,494 25,025,157
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 7 2,202,835 18,653,494

The attached notes 1 to 24 form part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2011

1- COPORATE INFORMATION

The Group comprises 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”) and Capital Market Authority (“CMA”) as an investment company. 

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

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

The consolidated financial statements for the year ended 31 December 2011 were authorised for issue by the Parent Company’s 

Board of Directors on 12 March 2012 and are subject to the approval of the Annual General Meeting of the shareholders of 

the Parent Company. The Annual General Meeting of the shareholders of the Parent Company have the right to amend these 

consolidated financial statements.

Details of subsidiaries are given in note 2.2.

2.1- BASIS OF PREPARATION

The consolidated financial statements of the Group have been prepared in accordance with the regulations of the State 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 Central Bank of Kuwait’s requirement for a minimum general provision as described under the accounting 

policy for impairment of financial assets.

The consolidated financial statements are prepared under the historical cost convention except for financial assets and 

financial liabilities at fair value through profit or loss, financial assets available-for-sale and derivative financial instruments 

that have been measured at fair value.

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

and presentation currency.

2.2- BASIS OF CONSOLIDATION

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

31 December 2011.

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)
As at 31 December 2011

2.2- BASIS OF CONSOLIDATION (continued)

Total comprehensive income (loss) within a subsidiary is 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 other comprehensive income

•	 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.

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 2011 2010 Principal activities

KCIC Asset Management (Cayman) Limited Cayman Islands 100% 100% Asset management
KCIC Asia Gateway Fund Limited Cayman Islands 100% 100% Investments
KCIC Asia Century Fund Limited Cayman Islands 70% 65.7% Investments
KCIC Proprietary Trading Fund Limited Cayman Islands 98.3% 100% Investments
KCIC Managed Account Platform SPC* Cayman Islands 100% - Investments
KCIC Hong Kong Limited ** Hong Kong 100% - Investments
KCIC Capital Partners Limited Cayman Islands 100% 100% Investments
Robin LP Cayman Islands 100% 100% Investments

* KCIC Managed Account Platform SPC was set up by the Parent Company during 2011. The Company is an exempted 

company incorporated under the Companies Law (2010 Revision) of the Cayman Islands on 10 March 2011 and registered 

as a segregated portfolio company. 

** KCIC Hong Kong Limited was incorporated on 23 June 2011 in Hong Kong by the Parent Company under the Companies 

Ordinance (Chapter 32 of the Laws of Hong Kong) and is incorporated as a limited liability Company. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

2.3- CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the previous financial year, except for the following new and 

amended International Financial Reporting Standard (“IFRS”) and IFRS Interpretation Committee (“IFRIC”) interpretations 

effective as of 1 January 2011:

•	 IAS 24 Related Party Disclosures (amendment) effective 1 January 2011

•	 IAS 32 Financial Instruments: Presentation (amendment) effective 1 February 2010

•	 IFRIC 14 Prepayments of a Minimum Funding Requirement (amendment) effective 1 January 2011

The adoption of the standards or interpretations is described below: 

IAS 24 Related Party Transactions (Amendment)

The IASB issued an amendment to IAS 24 that clarifies the definitions of a related party. The new definitions emphasise 

a symmetrical view of related party relationships and clarifies the circumstances in which persons and key management 

personnel affect related party relationships of an entity. In addition, the amendment introduces an exemption from the general 

related party disclosure requirements for transactions with government and entities that are controlled, jointly controlled or 

significantly influenced by the same government as the reporting entity. The adoption of the amendment did not have any 

impact on the financial position or performance of the Group.

IAS 32 Financial Instruments: Presentation (Amendment)

The IASB issued an amendment that alters the definition of a financial liability in IAS 32 to enable entities to classify rights 

issues and certain options or warrants as equity instruments. The amendment is applicable if the rights are given pro rata 

to all of the existing owners of the same class of an entity’s non-derivative equity instruments, to acquire a fixed number of 

the entity’s own equity instruments for a fixed amount in any currency. The amendment has had no effect on the financial 

position or performance of the Group because the Group does not have these type of instruments.

IFRIC 14 Prepayments of a Minimum Funding Requirement (Amendment)

The amendment removes an unintended consequence when an entity is subject to minimum funding requirements and makes 

an early payment of contributions to cover such requirements. The amendment permits a prepayment of future service cost 

by the entity to be recognised as a pension asset. The Group is not subject to minimum funding requirements in Euroland, 

therefore the amendment of the interpretation has no effect on the financial position nor performance of the Group.

Improvements to IFRSs

In May 2010, the IASB issued its third omnibus of amendments to its standards, primarily with a view to removing inconsistencies 

and clarifying wording. There are separate transitional provisions for each standard.The adoption of the following amendments 

resulted in changes to accounting policies, but no impact on the financial position or performance of the Group.

•	 IFRS 7 Financial Instruments: Disclosures

•	 IAS 1 Presentation of Financial Statements

•	 IAS 27 Consolidated and Separate Financial Statements

•	 IAS 34 Interim Financial Reporting 

•	 IFRIC 13 Customer Loyalty Programmes

•	 IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

2.3- CHANGES IN ACCOUNTING POLICIES (continued)

Improvements to IFRSs (continued)

IFRS 7 Financial Instruments - Disclosures

The amendment to standard was intended to simplify the disclosures provided by reducing the volume of disclosures around 

collateral held and improving disclosures by requiring qualitative information to put the quantitative information in context. 

IAS 1 Presentation of Financial Statements

The amendment to standard clarifies that an entity may present an analysis of each component of other comprehensive income 

either in the statement of changes in equity or in the notes to the financial statements. The Group provides this analysis in 

statement of comprehensive income. 

Other amendments resulting from Improvements to IFRSs to the following standards did not have any impact on the accounting 

policies, financial position or performance of the Group:

•	 IFRS 3 Business Combinations (Contingent consideration arising from business combination prior to adoption of IFRS 3 

(as revised in 2008))

•	 IFRS 3 Business Combinations (Un-replaced and voluntarily replaced share-based payment awards) 

•	 IAS 27 Consolidated and Separate Financial Statements

•	 IAS 34 Interim Financial Statements

The following interpretation and amendments to interpretations did not have any impact on the accounting policies, financial 

position or performance of the Group:

•	 IFRIC 13 Customer Loyalty Programmes (determining the fair value of award credits)

•	 IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

2.4- STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the Group’s financial statements are listed below. This listing of 

standards and interpretations issued are those that the Group reasonably expects to have an impact on disclosures, financial position 

or performance when applied at a future date. The Group intends to adopt these standards when they become effective.

IAS 1 Financial Statement Presentation – Presentation of Items of Other Comprehensive Income

The amendments to IAS 1 change the grouping of items presented in OCI. Items that could be reclassified (or ‘recycled’) to 

profit or loss at a future point in time (for example, upon derecognition or settlement) would be presented separately from 

items that will never be reclassified. The amendment affects presentation only and has therefore no impact on the Group’s 

financial position or performance. The amendment becomes effective for annual periods beginning on or after 1 July 2012.

IAS 27 Separate Financial Statements (as revised in 2011)

As a consequence of the new IFRS 10 and IFRS 12, what remains of IAS 27 is limited to accounting for subsidiaries, 

jointly controlled entities, and associates in separate financial statements. The Group does not present separate 

financial statements. The amendment becomes effective for annual periods beginning on or after 1 January 2013. 
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2.4- STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IAS 28 Investments in Associates and Joint Ventures (as revised in 2011)

As a consequence of the new IFRS 11 and IFRS 12. IAS 28 has been renamed IAS 28 Investments in Associates and Joint 

Ventures, and describes the application of the equity method to investments in joint ventures in addition to associates. The 

amendment becomes effective for annual periods beginning on or after 1 January 2013.

IFRS 7 Financial Instruments: Disclosures — Enhanced Derecognition Disclosure Requirements

The amendment requires additional disclosure about financial assets that have been transferred but not derecognised to 

enable the user of the Group’s financial statements to understand the relationship with those assets that have not been 

derecognised and their associated liabilities. In addition, the amendment requires disclosures about continuing involvement in 

derecognised assets to enable the user to evaluate the nature of, and risks associated with, the entity’s continuing involvement 

in those derecognised assets. The amendment affects disclosure only and has no impact on the Group’s financial position or 

performance. The amendment becomes effective for annual periods beginning on or after 1 July 2011.

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 and financial liabilities as defined in IAS 39. In subsequent phases, the IASB will address 

hedge accounting and impairment of financial assets. The completion of this project is expected over the first half of 2012. 

The adoption of the first phase of IFRS 9 will have an effect on the classification and measurement of the Group’s financial 

assets, but will potentially have no impact on classification and measurements of financial liabilities. The Group will quantify 

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

for annual periods beginning on or after 1 January 2015.

IFRS 10 Consolidated Financial Statements 

IFRS 10 replaces the portion of IAS 27 Consolidated and Separate Financial Statements that addresses the accounting for 

consolidated financial statements. It also includes the issues raised in SIC-12 Consolidation -Special Purpose Entities.

It establishes a single control model that applies to all entities including special purpose entities. The changes introduced by 

IFRS 10 will require management to exercise significant judgement to determine which entities are controlled, and therefore, 

are required to be consolidated by a parent, compared with the requirements that were in IAS 27.

This standard becomes effective for annual periods beginning on or after 1 January 2013.

IFRS 11 Joint Arrangements

IFRS 11 replaces IAS 31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entities - Non-monetary Contributions by 

Ventures.

IFRS 11 removes the option to account for jointly controlled entities (JCEs) using proportionate consolidation. Instead, JCEs that meet 

the definition of a joint venture must be accounted for using the equity method. The amendment is deemed to have no impact on 

the financial statements of the Group. This standard becomes effective for annual periods beginning on or after 1 January 2013.
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2.4- STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 12 Disclosure of Involvement with Other Entities

IFRS 12 includes all of the disclosures that were previously in IAS 27 related to consolidated financial statements, as well 

as all of the disclosures that were previously included in IAS 31 and IAS 28. These disclosures relate to an entity’s interests 

in subsidiaries, joint arrangements, associates and structured entities. A number of new disclosures are also required. This 

standard becomes effective for annual periods beginning on or after 1 January 2013.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. The standard does not change 

when an entity is required to use fair value, but rather provides guidance on how to measure fair value under IFRS when fair 

value is required or permitted. The Group is currently assessing the impact that this standard will have on the financial position 

and performance. This standard becomes effective for annual periods beginning on or after 1 January 2013.

Improvements

IFRS 3 Business Combinations

The measurement options available for non-controlling interest (NCI) were amended. Only components of NCI that constitute a 

present ownership interest that entitles their holder to a proportionate share of the entity’s net assets in the event of liquidation 

should be measured at either fair value or at the present ownership instruments’ proportionate share of the acquiree’s 

identifiable net assets. All other components are to be measured at their acquisition date fair value. The amendment to IFRS 

3 is effective for annual periods beginning on or after 1 July 2011

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Combination 

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 income statement.

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.
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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 income 

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.

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.

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. 
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

Financial assets 

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss, 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. 

A “regular way” purchase of financial assets is recognised using the trade date accounting. Regular way purchases or sales 

are purchases or sales of financial assets that require delivery of assets within the time frame generally established by 

regulations or conventions in the market place.

The Group’s financial assets include cash and cash equivalents, quoted and unquoted financial instruments, other assets 

and derivative financial instruments.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets carried at fair value through profit or loss

The category of financial assets at fair value through profit or loss is sub divided into:

Financial assets held for trading:

Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term. Financial 

assets at fair value through profit or loss are carried in the consolidated statement of financial position at fair value with 

changes in fair value recognised in the consolidated income statement.

Financial assets designated at fair value through profit or loss upon initial recognition:

Financial assets are designated at fair value through profit or loss 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 

profit or loss are remeasured at fair value with all changes in fair value recognised in the consolidated income statement.

Derivative instruments are categorised as held for trading unless they are designated as hedging instruments.
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Subsequent measurement (continued)

Financial assets available-for-sale

Financial assets available-for-sale includes equity and debt securities. Equity investments classified as available-for-sale are 

those, which are neither classified as held for trading nor designated at fair value through profit or loss. Debt securities in 

this category are those which are intended to be held for an indefinite period of time and which may be sold in response to 

needs for liquidity or in response to changes in the market conditions.

After initial recognition, financial assets available-for-sale are subsequently measured at fair value with unrealised gains or 

losses recognised as other comprehensive income until the investment is derecognised, at which time the cumulative gain 

or loss is recognised in the consolidated income statement, or determined to be impaired, at which time the cumulative loss 

is reclassified to the consolidated income statement.

Financial assets available-for-sale whose fair value cannot be reliably measured are carried at cost less impairment losses.

Other assets

Other assets are stated at original invoice amount less a provision for any uncollectible amounts. An estimate for doubtful 

debts is made when collection of the full amount is no longer probable. 

Derecognition of 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; or

•	 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 of 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. 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.



Kuwait China Investment Company KSC & Subsidiaries24

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

2.5- 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 borrowers or 

a group of borrowers 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.

Loans and advances

Loans and advances are subject to credit risk provision for loan impairment if there is objective evidence that the Group will 

not be able to collect all amounts due. The amount of the provision is the difference between the carrying amount and the 

recoverable amount, being the present value of expected future cash flows, including amount recoverable from guarantee 

and collateral, discounted based on the contractual interest rate. The amount of loss arising from impairment is taken to the 

consolidated income statement.

In addition, in accordance with CBK 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.

Financial assets available-for-sale

For financial assets available-for-sale, the Group assesses at each reporting date whether there is objective evidence that a 

financial asset available-for-sale or a group of financial assets available-for-sale is impaired. 

In the case of equity investments classified as financial assets available-for-sale, objective evidence would include a significant 

or prolonged decline in the fair value of the equity investment below its 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 those financial assets available-for-sale previously recognised in the consolidated income statement, is removed from other 

comprehensive income and recognised in the consolidated income statement. Impairment losses on equity investments are 

not reversed through the consolidated income statement; increase in their fair value after impairment is 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 income statement.
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss 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 financial liabilities at fair value through profit or loss and other liabilities. 

Subsequent measurement

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

Financial liabilities carried at fair value through profit or loss

The category of financial liabilities at fair value through profit or loss is sub divided into:

Financial liabilities held for trading: 

Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term. This 

category includes derivative financial instruments entered into by the Group that are not designated as hedging instruments 

in hedge relationships as defined by IAS 39. Separated embedded derivatives are also classified as held for trading unless 

they are designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the consolidated income statement.

Financial liabilities designated upon initial recognition at fair value through profit or loss: 

Financial liabilities designated upon initial recognition at fair value through profit or loss so designated at the initial date of recognition, 

and only if criteria of IAS 39 are satisfied. The Group has not designated any financial liability at fair value through profit or loss.

Other liabilities

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the supplier 

or not. 

Derecognition of financial liability

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

When 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 the derecognition of the 

original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the 

consolidated income statement.
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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.

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 foreign hedge 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 22.

Investment in an associate

The Group’s investment in its associate 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 result of operations of the associate. Where there has been a change 

recognized directly in the statement of comprehensive of the associate, the Group recognizes its share of any changes and 

discloses this, when applicable, in the consolidated statement of comprehensive income. Unrealized gains and losses resulting 

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in associates (continued)

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

to equity holders of the associate and therefore is result 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 

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.

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.

End of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labour Law, employee contracts and applicable 

labour laws in the countries where the subsidiaries operate. This liability, which is unfunded, represents the amount payable 

to each employee as a result of termination on the reporting date.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies translation

The consolidated financial statements are presented in Kuwaiti Dinars, which is 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 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. 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 

income statement.

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 other liabilities in the consolidated 

statement of financial position.

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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.

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.

2.6- SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

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.

Judgements

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:

Classification of financial instruments

Judgements are made in the classification of financial instruments based on management’s intention at acquisition.

The Group classifies financial assets and financial liabilities as held for trading if they are acquired primarily for the purpose 

of short term profit making.

Classification of financial assets and financial liabilities as fair value through profit or loss depends on how management 

monitors the performance of these financial assets and financial liabilities. When they are not classified as held for trading but 

have readily available fair values and the changes in fair values are reported as part of income statement in the management 

accounts, they are designated as fair value through profit or loss.

Classification of assets as loans and receivables depends on the nature of the asset. If the Group is unable to trade these 

financial assets due to inactive market and the intention is to receive fixed or determinable payments the financial asset is 

classified as loans and receivables.

All other financial assets are classified as available-for-sale.

Fair values of assets and liabilities acquired 

The determination of the fair value of the assets, liabilities and contingent liabilities as a result of business combination 

requires significant judgement.
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2.6- SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Impairment of financial assets available-for-sale

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 judgment. 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. 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. 

Estimation uncertainty and assumptions

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; 

•	 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 9 for details.

Valuation of derivative financial instruments

Valuation of derivative financial instruments is normally based on one of the following:

•	 Active market quoted price for the exchange traded derivative financial instrument;

•	 Active market quoted prices for the valuation drivers of the derivative instruments e.g. foreign currency rates, equity 

prices and interest rates.

Impairment of associates

After application of the equity method, the Group determines whether it is necessary to recognise any impairment loss on the 

Group’s investment in its associated companies, at each reporting date based on existence of 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 recognises the amount in the consolidated 

income statement.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011
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3- NET (LOSS) GAIN ON FINANCIAL ASSETS AND FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

2011

(Restated)
2010

KD KD

Realised (4,014,638) 590,639
Unrealised (6,918,053) 1,492,526

(10,932,691) 2,083,165

Held for trading (10,061,939) 1,713,214
Designated at fair value through profit or loss (870,752) 369,951

(10,932,691) 2,083,165

4- DIVIDEND INCOME

2011

(Restated)

2010
KD KD

Financial assets at fair value through profit or loss 931,846 379,110
Financial assets available-for-sale 529,547 1,538,445

1,461,393 1,917,555 

5- INTEREST INCOME

2011

(Restated)

2010
KD KD

Interest on debt securities classified as available-for-sale 646,602 899,967
Due from financial institution - 274,460
Others 4,115 192,604

650,717 1,367,031 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

6- BASIC AND DILUTED (LOSS) EARNINGS PER SHARE

Basic and diluted (loss) earnings per share is computed by dividing the (loss) 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.

2011 2010

(Loss) profit for the year attributable to the equity holders of the Parent Company (KD) (9,279,458) 4,619,031
Weighted average number of shares outstanding during the year

   (excluding treasury shares) 777,174,247 792,573,479
Basic and diluted (loss) earnings per share attributable to the equity holders of the

   Parent Company (KD) (11.94) fils 5.83 fils

As there are no dilutive instruments outstanding, basic and diluted earnings per share are identical. 

7- CASH AND CASH EQUIVALENTS 

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

2011

(Restated)

2010
KD KD

Cash and bank balances 2,087,490 9,998,046
Balances with a foreign financial institution 115,345 8,655,448

2,202,835 18,653,494

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

8- FINANCIAL ASSETS AND FINANCIAL LIABILITIES CARRIED AT FAIR VALUE THROUGH PROFIT OR LOSS

(Restated)
2011 2010

KD KD

Financial assets held for trading:
Foreign quoted securities 32,952,497 17,360,602

Financial assets designated at fair value through profit or loss:
Foreign hedge fund investments 9,581,613 12,194,730
Foreign unquoted securities 2,981,512 2,696,622

12,563,125 14,891,352
45,515,622 32,251,954

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

by the fund managers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

8- FINANCIAL ASSETS AND FINANCIAL LIABILITIES CARRIED AT FAIR VALUE THROUGH PROFIT OR LOSS (continued)

(Restated)
2011 2010

KD KD

Financial liabilities held for trading:
Short sale of foreign quoted securities 4,044,685 876,548

9- FINANCIAL ASSETS AVAILABLE-FOR-SALE 

(Restated)
2011 2010

KD KD
Unquoted securities:

Private equity investments 24,061,711 23,425,898
Debt securities 6,523,995 6,466,588

30,585,706 29,892,486

Private equity investments represent investments in private equity funds. These financial assets amounting to KD 19,369,612 

(2010: KD Nil) are carried at net asset values of the funds, where underlying investments securities are carried at fair value. 

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. There is no active market for these financial 

assets and the Group intends to hold them for the long term. 

Private equity funds amounting to KD 4,692,100 (2010: KD 23,425,898) are carried at cost, less impairment, if any, due to 

the unpredictable nature of their future cash flows and lack of other suitable methods for arriving at a reliable fair value of 

these investments. There is no active market for these financial assets and the Group intends to hold them for the long term. 

Management has performed a detailed review of its unquoted equity investments 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 2011 in respect of these investments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

10- INVESTMENT IN AN ASSOCIATE

On 15 December 2010, the Parent Company acquired 25.69% equity interest in AGP International Holding Limited, incorporated 

in British Virgin Island, from a major shareholder for a total consideration of USD 12,000,000. The principle activity of the 

Company is that of investment holding. 

(Restated)
2011 2010

KD KD

Carrying amount of investment in an associate:
At 1 January 3,417,600 - 
Acquisitions - 3,417,600
Share of result 77,240 - 
Foreign currency translation adjustment 97,489 - 
As at 31 December 3,592,329 3,417,600 

Summarised financial information of an associate is as follows:

2011 2010
KD KD

Aggregate of associate assets and liabilities:
Total assets 3,599,422 3,544,280
Total liabilities 7,093 126,680

Aggregate of associated revenue and results:
Revenue 96,840 - 
Results 77,240 - 

The fair value of investment in an associate could not be reliably measured as the associate is unquoted and they does not 

have published quoted price. 

11- OTHER ASSETS

(Restated)
2011 2010

KD KD

Amount due from brokers 5,233,995 9,667,819
Positive fair value of derivatives (Note 20) 1,362,785 1,288,110
Accrued interest income 1,097,735 705,714
Furniture and equipment 97,296 160,483
Other assets 678,446 208,111

8,470,257 12,030,237
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

12- OTHER LIABILITIES

(Restated)
2011 2010

KD KD

Staff bonus and other payables 1,676,661 3,081,347
Amount due to brokers - 324,502
Negative fair value of derivatives (Note 20) 2,362,277 591,778
Other liabilities 184,217 398,170

 4,223,155 4,395,797

13- SHARE CAPITAL

The authorised, issued and fully paid share capital in cash as of 31 December 2011 comprised 800,000,000 (2010: 800,000,000) 

shares of 100 fils each.

For the year ended 31 December 2011, the Parent Company’s Board of Directors meeting held on 12 March 2012 proposed 

not to distribute any dividend for the year (2010: Nil). This proposal is subject to the approval of the Annual General Meeting 

of the shareholders of the Parent Company. 

14- 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. In accordance with the Law of Commercial Companies no 

transfer has been made to statutory reserve, since losses have been incurred during the year.

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.

15- VOLUNTARY RESERVE 

Voluntary reserve represents reversal of excess general provision transferred to equity in the previous year based on the 

instruction from the Central Bank of Kuwait

16- TREASURY SHARES

2011 2010

Number of treasury shares 23,560,000 16,600,000
Percentage of capital 2.945% 2.07%
Market value – KD 1,295,800 1,196,777
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

17- TRANSACTIONS WITH RELATED PARTY

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.

There were no material related party transactions or balances during the year.

Compensation of key management personnel

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

2011 2010
KD KD

Salaries and short-term benefits 479,820 1,625,302
Employees’ end of service benefits 19,412 74,624

499,232 1,699,926

18- CAPITAL AND EXPENDITURE COMMITMENTS 

At 31 December 2011, the Group had capital commitments amounting to KD 3,919,232 (2010: KD 6,680,566) in respect of 

financial assets available-for-sale.

2011 2010
KD KD

Operating lease rental commitments
Future minimum lease payments:
Within one year 116,032 167,328
Within two to five years 389,808 273,504

505,840 440,832

19- 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

19- SEGMENT INFORMATION (continued) 

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

reportable segments.

31 December 2011

(Restated)

31 December 2010
Kuwait Pan Asia Elimination Total Kuwait Pan Asia Elimination Total

KD KD KD KD  KD KD KD KD

Revenue
External

   Customers 203,839 (6,996,579) - (6,792,740) 274,460 6,779,345 - 7,053,805
Inter-segment - 764,876 (764,876) - - 936,948 (936,948) -
Total segment

   revenue 203,839 (6,231,703) (764,876) (6,792,740) 274,460 7,716,293 (936,948) 7,053,805
Total segment

   results (2,107,231) (7,746,954) - (9,854,185) (1,662,157) 6,601,285 - 4,939,128

Segment assets 1,886,729 90,959,589 (2,479,569) 90,366,749 9,671,351 87,511,368 (936,948) 96,245,771
Segment

   liabilities 3,253,656 7,493,753 (2,479,569) 8,267,840 3,359,641 2,849,652 (936,948) 5,272,345
Other disclosures
Investment in

   associates - 3,592,329 - 3,592,329 - 3,417,600 - 3,417,600 
Commitments - 3,919,232 - 3,919,232 - 6,680,566 - 6,680,566 

20- 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 interest rate swaps, total return swaps, futures, options and warrants.

Derivative financial instruments are subject to various risks similar to non-derivative instruments, such as market risk and 

credit risk. Derivative financial instruments are typically also subject to certain additional risks, such as those resulting from 

leverage and reduced liquidity. The Group manages these risks on an aggregate basis along with the risks associated with 

its investing activities as part of its overall risk management policies. The Group may use derivative financial instruments 

in the normal course of its business to take speculative investment positions as well as for risk management purposes. The 

principal types of derivatives used by the Group are:

Interest rate swaps 

Swaps are contractual agreements between two parties to exchange movements in interest or foreign currency rates. Typically, 

for an interest rate swap, a floating rate interest stream will be exchanged for a fixed rate or vice versa.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

20- DERIVATIVES (continued)

Options

Options are contracts that grant the Group, in return for payment of the purchase price (the “premium”) of the option, the right to 

either purchase or sell a financial instrument at a specified price within a specified period of time or on a specified date, from or 

to the writer of the option. As a writer of a put or call option, the Group has no control over whether the option will be exercised 

and, as a result, bears the market risk of an unfavourable change in the price of the security underlying the written option. When 

a written option expires, the Group realises a gain or loss on the option to the extent of the premiums received or paid.

Total Return Swaps

The Group may enter into swap agreements with counterparties, in which both parties agree to make periodic payments on 

a specified notional amount. These payments are recorded in the consolidated income statement as realised gains or losses. 

Additionally, these swaps are marked-to-market on a daily basis and any change in value is recorded as unrealized gain (loss). 

When a swap is terminated, the Group will record realized gain or loss equal to the difference between the unwind proceeds 

and the Group’s basis in the contract, if any. In order to enter into these swap agreements, the Group is required to make 

deposits or post collateral with its counterparties. 

Swaps are subject to various risks, which include the possibility that there will be no liquid market for these agreements or 

that the counterparty in the agreement may default on its obligation to perform on its contractual terms. The Group reduces 

its credit risk for these over-the-counter swap contracts by negotiating master agreements that include netting provisions 

which incorporate the right of “set off” (assets less liabilities) across other OTC contracts with such counterparties.

The Group may enter into total return swaps to manage its exposure to the market or certain sectors of the market, or to 

create exposure to certain equities to which it is otherwise not exposed. Total return swap contracts involve the exchange 

by the Group and a counterparty of their respective commitments to pay or receive a net amount based on the change in the 

fair value of a particular security or index and a specified notional amount.

Futures

Futures contracts are contractual agreements to buy or sell a specified financial instrument at a specific price and date in the 

future. The contracts are transacted in standardised amounts on regulated exchanges and are subject to daily cash margin 

requirements.

Warrants

Warrants are derivative securities that gives the holder the right to purchase securities (usually equity) from the issuer at a 

specific price within a certain time frame. 

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 indicative of neither the market risk nor the credit risk.
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20- DERIVATIVES (continued)

2011

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 75,613 - 27,850,000 - 27,850,000
Total return equity swaps 656,594 1,141,459 6,234,967 6,234,967 - 
Futures 42,475 7,517 1,009 - - 
Warrants 7,662 - 139,623 - - 
Option contracts 580,441 1,213,301 12,439,266 - - 

1,362,785 2,362,277 46,664,865 6,234,967 27,850,000

2010 (Restated)

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
Total return equity swaps 223,614 68,034 1,842,156 1,842,156 -
Futures 3,815 4,672 148 - -
Warrants 2,893 - 9,700 - -
Option contracts 807,267 519,072 11,408,460 - -

1,288,110 591,778 41,360,464 1,842,156 28,100,000

All derivative transactions are for trading purposes.
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21- 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 financial liability through 

profit or loss and other liabilities. The Group has various financial assets such as cash and balances with foreign and local 

financial institutes, quoted and unquoted financial instruments and other assets 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.

21.1- 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 6,269,289 (2010: KD 8,322,299).
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.1- 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:

2011

Kuwait

KD 

Asia

KD

Total

KD 
ASSETS
Balances with banks and financial institutions 667,697 1,533,838 2,201,535
Other assets 30,941 8,092,667 8,123,608
TOTAL CREDIT EXPOSURE 698,638 9,626,505 10,325,143

2010

(Restated) (Restated) (Restated)
Kuwait

KD 

Asia 

KD

Total

KD 
ASSETS
Balances with banks and financial institutions 9,386,299  9,265,895 18,652,194
Other assets 423,558 10,955,929 11,379,487
TOTAL CREDIT EXPOSURE 9,809,857 20,221,824 30,031,681

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

position analysed by industry sector:

2011

Banks and 

other financial 

institutions Other Total
KD KD KD

ASSETS
Balances with banks and financial institutions 2,201,535 - 2,201,535
Other assets 5,233,995 2,889,613 8,123,608
TOTAL CREDIT EXPOSURE 7,435,530 2,889,613 10,325,143
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.1- CREDIT RISK (continued)

Risk concentration of the maximum exposure to credit risk (continued)

2010

Banks and other 

financial

institutions Other Total
KD KD KD

ASSETS
Balances with banks and financial institutions 18,652,194 - 18,652,194
Other assets 10,955,929 423,558 11,379,487
TOTAL CREDIT EXPOSURE 29,608,123 423,558 30,031,681

Analysis of past due nor impaired

The Group did not have any past due nor impaired financial assets as at 31 December 2011 and 31 December 2010.

21.2- 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:

2011

3 to 12 1 to 5
Months Years Total

KD KD KD

Financial liabilities at fair value through profit or loss 4,044,685 - 4,044,685
Other liabilities 4,223,155 - 4,223,155

8,267,840 - 8,267,840
Commitments - 3,919,232 3,919,232
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.2- LIQUIDITY RISK (continued)

2010

(Restated) (Restated)
3 to 12 1 to 5 (Restated)

Months Years Total
KD KD KD

Financial liabilities at fair value through profit or loss 876,548 -  876,548 
Other liabilities 4,267,841 127,956  4,395,797 

5,144,389 127,956 5,272,345 
Commitments - 6,680,566 6,680,566

The table below summarises the maturity profile of the Group’s 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 profit or loss and financial assets available-for-sale and associates 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: 

2011

Within

3 months

KD

3 Months to

one year

KD

Over one 

year

KD

Total

KD

ASSETS
Cash and cash equivalents 2,202,835 - - 2,202,835
Financial assets at fair value through profit or loss 42,534,110 - 2,981,512 45,515,622
Financial assets available-for-sale - - 30,585,706 30,585,706
Investment in an associate - - 3,592,329 3,592,329
Other assets 7,631,754 665,594 172,909 8,470,257
TOTAL ASSETS 52,368,699 665,594 37,332,456 90,366,749

LIABILITIES
Financial liabilities at fair value through profit or loss 4,044,685 - - 4,044,685
Other liabilities 1,405,035 2,818,120 - 4,223,155
TOTAL LIABILITIES 5,449,720 2,818,120 - 8,267,840
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.2- LIQUIDITY RISK (continued)

2010 (Restated)

Within

3 months

KD 

3 Months to

one year

KD

Over one 

year

KD 

Total

KD 

ASSETS
Cash and cash equivalents  18,653,494 - - 18,653,494 
Financial assets at fair value through profit or loss 29,555,332 - 2,696,622 32,251,954 
Financial assets available-for-sale - -  29,892,486 29,892,486
Investment in associate - -  3,417,600 3,417,600 
Other assets 10,588,352 1,030,881 411,004 12,030,237 
TOTAL ASSETS 58,797,178 1,030,881 36,417,712 96,245,771 

LIABILITIES
Financial liabilities at fair value through profit or loss 876,548 - - 876,548
Other liabilities 727,545 3,668,252 - 4,395,797
TOTAL LIABILITIES 1,604,093 3,668,252 - 5,272,345

21.3- 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. 

21.3.1- 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.
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.3- MARKET RISK (continued)

21.3.1- Foreign currency risk (continued)

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

(Restated)
2011 2010

KD KD
Equivalent Equivalent 

US Dollars 41,596,185 43,769,346
South Korean Won 10,239,852 -
British Pound Sterling 2,981,512 2,696,622
Hong Kong Dollars 6,229,701 60,638

The tables below indicate the currencies to which the Group had significant exposure at 31 December 2011 on its monetary 

assets and liabilities. The analysis calculates the effect of a 5 % change in currency rate against the Kuwaiti Dinar, with all other 

variables held constant on consolidated income statement. There is no direct impact on the other comprehensive income.

Currency

Effect on 

results

2011

KD

(Restated)

Effect on 

results

2010

KD

US Dollars 599,692 2,188,467
Hong Kong Dollars 311,485 11,401
South Korean Won 511,993 - 
British Pound Sterling 149,076 134,831

21.3.2- 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 Parent Company’s Board of 

Directors has established levels of interest rate risk by setting limits on the interest rate gaps for stipulated periods.

Positions are monitored on a regular basis to ensure positions are maintained within established limits.

The effective interest rate (effective yield) of a monetary financial instrument is the rate that, when used in a present value 

calculation, results in the carrying amount of the instrument. The rate is a historical rate for a fixed rate instrument carried at 

amortised cost and a current rate for a floating rate instrument or an investment carried at fair value.
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.3- MARKET RISK (continued)

21.3.2- Interest rate risk (continued)

The sensitivity of the consolidated income statement is the effect of the assumed changes in interest rates on the Group’s 

result before KFAS, NLST and Zakat for one year, based on the interest rate sensitive financial assets and financial liabilities 

held at 31 December 2011. There is no direct impact on other comprehensive income.

Increase/

decrease

in basis points

Effect on

result

for the year
2011
KD +25% 18,911 
KD -25% (18,911) 

2010
KD +25% 17,793
KD -25% (17,793)

21.3.3- 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 results (as a result of a change in the fair value of financial assets carried at fair value through profit or 

loss at 31 December 2011) due to a 5% change in market indices, with all other variables held constant is as follows. There is 

no impact on the other comprehensive income.

2011

(Restated)

2010

Market indices

Effect on 

results

KD 

Effect on 

results

KD 

Hong Kong 367,567 385,945
South Korea 325,207 341,467
Taiwan 229,960 241,458

21.4- 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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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.5- 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.

22- FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise financial assets and financial liabilities.

The fair values of financial instruments, with the exception of certain financial assets available-for-sale amounting to 

KD 4,692,100 (2010: KD 23,425,898) carried at cost less impairment (see Note 9) 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 that are not based on

  observable market data.
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

Level: 1 Level: 2 Level: 3

Total fair

value
2011 KD KD KD KD 

Assets measured at fair value
Financial assets held for trading:
Quoted securities 32,952,497  -  - 32,952,497
Financial assets designated at fair value through

   profit or loss:
Foreign hedge funds  - 613,468 8,968,145 9,581,613
Foreign unquoted securities  -  - 2,981,512 2,981,512
Financial assets available- for- sale:
Private Equity Funds  -  - 19,369,612 19,369,612
Derivative assets:
Interest rate swaps  -  - 75,613 75,613
Total return equity swaps  - 656,594  - 656,594
Futures contracts 42,475  -  - 42,475
Warrants 7,662  -  - 7,662
Option contracts  -  - 580,441 580,441

33,002,634 1,270,062 31,975,323 66,248,019

Liabilities measured at fair value
Financial liabilities at fair value through profit or loss:
Equity securities sold short 4,044,685  -  - 4,044,685
Derivative liabilities
Total return equity swaps  - 1,141,459  - 1,141,459
Futures contracts 7,517  -  - 7,517
Option contracts  -  - 1,213,301 1,213,301

4,052,202 1,141,459 1,213,301 6,406,962
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

Level: 1 Level: 2 Level: 3

Total fair

value
2010 (Restated) KD KD KD KD 

Assets measured at fair value
Financial assets held for trading:
Quoted securities  17,360,602  -  -  17,360,602 
Financial assets designated at fair value through

   profit or loss:
Foreign hedge funds  -  4,212,489  7,982,241  12,194,730 
Foreign unquoted securities  -  - 2,696,622 2,696,622
Derivative assets:
Interest rate swaps  -  - 250,521 250,521
Total return equity swaps  -  223,614  -  223,614 
Futures contracts  3,815  -  -  3,815 
Warrants  2,893  -  -  2,893 
Option contracts  -  -  807,267  807,267 

 17,367,310  4,436,103  11,736,651  33,540,064 

Liabilities measured at fair value
Financial liabilities at fair value through profit or loss:
Equity securities sold short  876,548  -  -  876,548 
Derivative liabilities
Total return equity swaps  -  68,034  -  68,034 
Futures contracts  4,672  -  -  4,672 
Option contracts  -  -  519,072  519,072 

881,220  68,034  519,072 1,468,326
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (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

2011

Gain /( loss)

recorded

in the 

consolidated 

income 

statement

Gain /(loss) 

recorded in 

consolidated 

statement of 

comprehensive 

income

Net

purchases, 

sales and 

settlements

At 

31 December 

2011
KD KD KD KD KD 

Assets measured at fair value
Financial assets at fair value through

   profit or loss:
Foreign hedge funds 7,982,241 868,420 - 117,484 8,968,145
Foreign unquoted securities 2,696,622 284,890 - - 2,981,512
Derivative assets:
Interest rate swaps 250,521 (174,908) - - 75,613
Option contracts  807,267 (820,033) - 593,207 580,441

11,736,651 158,369 - 710,691 12,605,711

Liabilities measured at fair value
Derivative liabilities:
Option contracts 519,072 44,193 - 650,036 1,213,301
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

(Restated)

At 1 January

2010

Gain /( loss)

recorded

in the 

consolidated 

income 

statement

Gain /(loss) 

recorded in 

consolidated 

statement of 

comprehensive 

income

Net

purchases, 

sales and 

settlements

At 

31 December 

2010
KD KD KD KD KD 

Assets measured at fair value
Financial assets at fair value

   through profit or loss:
Foreign hedge funds -  369,951  7,612,290 - 7,982,241
Foreign unquoted securities 2,587,077 109,545 - - 2,696,622
Derivative assets:
Interest rate swaps 288,472 (37,951) - - 250,521
Option contracts -  373,069  568,978  (134,780)  807,267 

2,875,549 814,614 8,181,268  (134,780) 11,736,651

Liabilities measured at fair value
Derivative liabilities:
Option contracts - 177,616 341,456  - 519,072

During the period, there have been no transfers between the hierarchies.

23- 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 2011. Capital comprises share capital, 

voluntary reserve, (accumulated losses) retained earnings excluding statutory reserve and cumulative changes in fair values 

is measured at KD 75,397,345 as at 31 December 2011 (2010: KD 85,447,936).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2011

24- COMPARATIVE FIGURES

During the year, the Group consolidated three funds previously classified as financial assets through profit or loss, as a 

result of which the Group reclassified certain balances as at 31 December 2010. Such reclassifications have no affect on the 

reported profits and retained earnings.

As previously 

reported

Effect of

reclassification

After 

reclassification
KD KD KD

 
Cash and cash equivalents 18,043,047 610,447 18,653,494
Financial assets at fair value through profit or loss 37,845,647 (5,593,693) 32,251,954
Financial assets available-for-sale 30,543,236 (650,750) 29,892,486
Other assets 1,526,187 10,504,050 12,030,237
Financial liability at fair value through profit or loss - (876,548) (876,548)
Other liabilities (3,425,454) (970,343) (4,395,797)
Non-controlling interest - (3,023,163) (3,023,163)




