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StAtEMENt FROM thE ChAIRMAN OF thE BOARD

Dear Shareholders,

It is with great honor that I present to you 
the Kuwait China Investment Company’s 
(“KCIC”) Chairman report for 2012. Last 
year continued to deliver highly volatile 
market conditions and an uncertain inter-
national political environment. the global 
financial crisis opened a new chapter 
of renewed fears about the state of the 
global economic recovery: the Eurozone 
area faced yet another challenge to its 
unity with Greece suffering a sovereign 
debt crisis, Italy a political deadlock and 
Spain a massive unemployment prob-
lem. In the Middle East, we witnessed 
continuation of the Arab uprising, with 
Syria embroiled in an unprecedented 
civil war with no end in sight. the United 
States deferred hard economic decisions 
to a later date by kicking the proverbial 
can down the road as its political gridlock 
continued to obstruct any successful 
policies from being adopted.

Asia, on the other hand, had its fair share 
of geo-political flare-ups with North and 
South Korea edging towards full confron-
tation and Japan and China reaffirming 
their contentious historical claims on 
South China Sea Islands.  Paradoxically, 
global equity markets merely brushed 
aside these systemic risks based on a 
belief that central banks will continue 
loose monetary policies for the foresee-
able future and thus inflate asset prices.  
Nearly all the equity markets ended the 
year higher reflecting what might have 
been investor belief that the worst is 
behind us. 

Surprisingly, although Asian equity mar-
kets started the year slow, they ended up 
outperforming their global peers with the 
MSCI Asia Ex-Japan delivering a respect-
able 19.42%, mainly contributed by the 
Chinese and ASEAN markets.  this fact 
continues to support our core strategy 
of building around the Asian growth 
phenomena and providing our investors 

access to these exciting and rewarding 
markets. For our firm, 8 of our 10 equity 
strategies outperformed their respective 
benchmarks thereby solidifying our track 
record. two of our funds in particular, 
White tiger and Gateway, achieved top 
decile performances beating their respec-
tive benchmarks by a healthy 20 percent.  
this success was further confirmed as 
the firm’s assets under management 
grew with the addition of new clients. 

More importantly, I would like to take the 
opportunity to highlight some of the key 
milestones achieved by the team during 
2012. the year was marked with the 
transition of our investment team to the 
newly established hong Kong office. In 
addition, in line with our business plan 
we expanded our operations in Dubai 
with addition of valuable talent to help 
us scale the business and market to cli-
ents in the region. We worked tirelessly 
to broaden our product offering to our 
clients by entering the Asia credit markets 
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through the launch of the first Shariaa 
compliant Asia trade Finance Fund.   the 
fund matches Asian companies seeking 
working capital funding with Shariaa 
investors’ appetite for Murabaha invest-
ment products.  We have high ambitions 
for the success of this product as well as 
the future prospects for the Asian credit 
markets.

For 2012, KCIC with its paid up capital of 
KD 80Million recorded total revenue of 
KD11.9 million compared with a loss of 
KD6.8 million for 2011. this resulted in a 
net profit of KD5.2 million which equates 
to a profit of 6.69fils per share compared 
to a net loss of KD9.9 million which 
equates to a loss of 11.94fils. this gener-
ated a return on equity (“ROE”) of 6.17% 
for the year. Also we would like to address 
to our shareholders that as per companies 
law the board of directors did not benefit 
from their membership except for the 
board remuneration which is presented 
to this general assembly for approval.

We do believe that the coming year will 
bode well for our firm as Asia continues 
to drive global growth and deliver excit-
ing opportunities in both the public and 
private investment markets. We remain 
committed to our strategy of focusing on 
the domestic demand themes and find-
ing unique companies in those sectors 
in which to invest in. 

Our priority however, is to listen to our 
clients and understand their require-
ments from which we can tailor the best 
solutions.

Finally, it is my pleasure to express on 
behalf of KCIC’s Board of Directors, 
employees and myself, our sincere grati-
tude and appreciation to h.h. the Emir of 
Kuwait Sheikh Sabah Al-Ahmad Al-Jaber 
Al-Sabah, h.h. the Crown Prince Sheikh 
Nawaf Al-Ahmad Al-Jaber Al-Sabah, 
h.h. the Prime Minister Sheikh Jaber 
Al-Mubarak Al-hamad Al-Sabah, as well 
to our government for their continued 

support of Kuwait’s national institu-
tions 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 sin-
cere 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 increas-
ingly 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 consolidated financial statements of Kuwait China Investment Company K.S.C. (the 

“Parent Company”) and its subsidiaries (collectively the “Group”), which comprise the consolidated statement of financial 

position as at 31 December 2012, 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 2012, 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 Companies Law No. 25 of 2012, 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 Companies Law No. 25 of 2012, nor of 

the Parent Company’s articles of association have occurred during the year ended 31 December 2012 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 2012.

WALEED A. AL OSAIMI ALI A. AL-HASAWI

LICENCE NO. 68 A LICENCE NO. 30 A

ERNST & YOUNG RÖDL MIDDLE EAST 

AL AIBAN, AL OSAIMI & PARTNERS BURGAN - INTERNATIONAL ACCOUNTANTS

17 March 2013

Kuwait
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2012

2012 2011
Notes KD KD 

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

   through profit or loss 3 7,792,121 (10,932,691)
Realised gain on sale of financial assets available-for-sale 853,723 1,482,662
Management and advisory fees 346,030 135,733
Dividend income 4 1,155,596 1,461,393
Interest income 5 547,872 650,717
Share of result of an associate 10 1,129,936 77,240
Foreign exchange gain 13,264 128,367
Other income 135,596 203,839
TOTAL INCOME 11,974,138 (6,792,740) 

EXPENSES
Finance cost 184,075 86,498
Staff costs 3,259,845 1,393,383
General and administrative expenses 1,708,012 1,581,564
Impairment loss on financial assets available-for-sale 9 1,043,349 -
Impairment loss on other assets 292,359 -
TOTAL EXPENSES 6,487,640 3,061,445 

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

   DIRECTORS’ REMUNERATION 5,486,498 (9,854,185)
Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) 20,768 -
National Labour Support Tax (NLST) 136,668 -
Zakat 54,667 -
Director’s remuneration 40,000 -
PROFIT (LOSS) FOR THE YEAR 5,234,395 (9,854,185) 
Attributable to:
Equity holders of the Parent Company 5,199,473 (9,279,458)
Non-controlling interests 34,922 (574,727)
PROFIT (LOSS) FOR THE YEAR 5,234,395 (9,854,185)
BASIC AND DILUTED EARNINGS (LOSS) PER SHARE ATTRIBUTABLE

 TO THE EQUITY HOLDERS OF THE PARENT COMPANY 6 6.69 fils (11.94) fils

The attached notes 1 to 23 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
For the year ended 31 December 2012

 2012  2011
 KD  KD 

Profit (loss) for the year 5,234,395 (9,854,185)
Other comprehensive income: 
Financial assets available-for-sale:

- Net unrealized (loss) gain (1,262,131) 970,129
- Realized gain during the year 208,051 - 
- Impairment loss transferred to consolidated income statement 843,349 - 

Foreign currency translation adjustment 628,898 (415,705)
Other comprehensive income for the year 418,167 554,424
Total comprehensive income (loss) 5,652,562 (9,299,761)
Attributable to:
Equity holders of the Parent Company 5,546,216 (8,685,169)
Non-controlling interests 106,346 (614,592)

5,652,562 (9,299,761)

The attached notes 1 to 23 form part of these consolidated financial statements.
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2012 2011 
Notes KD KD 

ASSETS 
Cash and cash equivalents 7 6,866,322 2,202,835
Financial assets at fair value through profit or loss 8 43,082,415 45,515,622
Financial assets available-for-sale 9 28,063,910 30,585,706
Held-to-maturity investments 690,826 - 
Investment in an associate 10 4,672,799 3,592,329
Other assets 11 12,114,508 8,470,257
TOTAL ASSETS 95,490,780 90,366,749

LIABILITIES AND EQUITY 
LIABILITIES
Financial liabilities at fair value through profit or loss 8 4,112,465 4,044,685
Other liabilities 12 3,710,887 4,223,155

7,823,352  8,267,840

EQUITY
Share capital 13 80,000,000 80,000,000
Statutory reserve 14 2,733,093 2,502,327
General reserve 15 526,317 526,317
Treasury shares 16 (1,698,775) (1,698,775)
Other reserve 89,555 89,555
Cumulative changes in fair values 759,398 970,129
Foreign currency translation reserve 181,634 (375,840)
Retained earnings (accumulated losses) 1,824,795 (3,143,912)
Equity attributable to the equity holders of the Parent Company 84,416,017 78,869,801
Non controlling interest 3,251,411 3,229,108
TOTAL EQUITY 87,667,428 82,098,909
TOTAL LIABILITIES AND EQUITY 95,490,780 90,366,749

Omar K. Al-Ghanim

Chairman

Ahmad A. Al-Hamad

Vice Chairman & Group Managing Director

The attached notes 1 to 23 form part of these consolidated financial statements.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
As at 31 December 2012
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended 31 December 2012

Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 General 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign currency 

translation

reserve

Retained earnings 

(accumulated 

losses) Sub-total

Non

controlling

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

Balance at 1 January 2012 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
Profit for the year - - - - - - - 5,199,473 5,199,473 34,922 5,234,395
Other comprehensive (loss) income for

   the year - - - - - (210,731) 557,474 - 346,743 71,424 418,167
Total comprehensive (loss) income - - - - - (210,731) 557,474 5,199,473 5,546,216 106,346 5,652,562
Transfer - 230,766 - - - - - (230,766) - - -
Redemption of units by non- controlling

   interest - - - - - - - - - (238,621) (238,621)
Non-controlling interest arising from

 additional capital in a subsidiary - - - - - - - - - 154,578 154,578
Balance at 31 December 2012 80,000,000 2,733,093 526,317 (1,698,775) 89,555 759,398 181,634 1,824,795 84,416,017 3,251,411 87,667,428

Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 General 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign currency 

translation

reserve

Retained earnings 

(accumulated 

losses) Sub-total

Non

controlling

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

Balance at 1 January 2011 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 - - - (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

The attached notes 1 to 23 form part of these consolidated financial statements.
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Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 General 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign currency 

translation

reserve

Retained earnings 

(accumulated 

losses) Sub-total

Non

controlling

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

Balance at 1 January 2012 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
Profit for the year - - - - - - - 5,199,473 5,199,473 34,922 5,234,395
Other comprehensive (loss) income for

   the year - - - - - (210,731) 557,474 - 346,743 71,424 418,167
Total comprehensive (loss) income - - - - - (210,731) 557,474 5,199,473 5,546,216 106,346 5,652,562
Transfer - 230,766 - - - - - (230,766) - - -
Redemption of units by non- controlling

   interest - - - - - - - - - (238,621) (238,621)
Non-controlling interest arising from

 additional capital in a subsidiary - - - - - - - - - 154,578 154,578
Balance at 31 December 2012 80,000,000 2,733,093 526,317 (1,698,775) 89,555 759,398 181,634 1,824,795 84,416,017 3,251,411 87,667,428

Attributable to equity holders of the Parent Company

Share 

capital

Statutory 

reserve

 General 

reserve

Treasury

shares

Other

reserve

Cumulative

changes in fair 

values

Foreign currency 

translation

reserve

Retained earnings 

(accumulated 

losses) Sub-total

Non

controlling

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

Balance at 1 January 2011 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 - - - (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

The attached notes 1 to 23 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS 
For the year ended 31 December 2012

 2012  2011
Notes  KD  KD

OPERATING ACTIVITIES
Loss for the year before KFAS, NLST, Zakat and Directors’ remuneration 5,486,498 (9,854,185)
Adjustments for:
Net loss on financial assets and financial liabilities at fair value 

   through profit or loss  3 (7,792,121) 10,932,691
Realised gain on financial assets available-for-sale (853,723) (1,482,662)
Dividend income (1,155,596) (1,461,393)
Interest income (547,872) (650,717)
Share of results of an associate (1,129,936) (77,240)
Impairment loss on financial assets available-for-sale 1,043,349 -
Impairment loss on other assets 292,359 -
Finance cost 184,075 -

(4,472,967) (2,593,506)
Change in operating assets and liabilities:

Financial assets at fair value through profit or loss 10,225,328 (24,196,359)
Financial liability at fair value through profit or loss 67,780 3,168,137
Other assets (3,624,280) 4,042,619
Other liabilities (948,446) (44,750)

Cash used in operations 1,247,415 (19,623,859)
Interest income received 235,542 257,633
Paid to KFAS - (43,822)
NLST paid - - 
Zakat paid - (49,070)
Directors’ remuneration paid - (35,000)
Net cash from (used in) operating activities 1,482,957 (19,494,118)

INVESTING ACTIVITIES
Purchase of financial assets available-for-sale (496,103) (2,389,499)
Proceeds from sale of financial assets available-for-sale 2,617,542 4,149,070
Financial assets held to maturity (690,826) - 
Dividend income received 1,155,596 1,461,393
Net cash from investing activities 2,586,209 3,220,964 

FINANCING ACTIVITIES
Purchase of treasury shares - (484,848)
Net movement in non-controlling interest (84,043) 820,537
Net cash (used in) from financing activities (84,043)  335,689
Net foreign exchange difference 678,364 (513,194)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 4,663,487 (16,450,659)
Cash and cash equivalents at 1 January 2,202,835 18,653,494
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 7 6,866,322 2,202,835

The attached notes 1 to 23 form part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2012

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 

Kipco Tower, 31st Floor, Khalid Bin Al Waleed Street, Sharq, Kuwait. 

The consolidated financial statements for the year ended 31 December 2012 were authorised for issue by the Parent Company’s 

Board of Directors on 17 March 2013 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.

“The Companies Law issued on 26 November 2012 by Decree Law no 25 of 2012 (the “Companies Law”), which was published 

in the Official Gazette on 29 November 2012, cancelled the Commercial Companies Law No 15 of 1960. According to article 

2 of the Decree, the Company has a period of 6 months from 29 November 2012 to regularize its affairs in accordance with 

the Companies Law.”

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 2012.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.2- BASIS OF CONSOLIDATION (continued)

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.

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 consolidated income statement

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

consolidated income statement or retained earnings, as appropriate

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiaries as stated below: 

Effective equity interest as at
Name of subsidiaries Country of incorporation 2012 2011 Principal activities
Asiya Asset Management (Cayman) Limited Cayman Island 100% 100% Asset management
Asiya Gateway Fund Limited Cayman Island 100% 100% Investments
Asiya Century Fund Limited Cayman Island 68.86% 70% Investments
Asiya Proprietary Trading Limited Cayman Island 98.3% 98.3% Investments
Asiya Managed Account Platform SPC Cayman Island 100% 100% Investments
Asiya Investments Hong Kong Limited Hong Kong 100% 100% Investments
Asiya Investments Dubai Limited * Dubai 100% - Investments
Asia Islamic Trade Finance Fund ** Cayman Island 90.09% - Investments
Asiya Capital Partners Limited Cayman Island 100% 100% Investments
Robin LP Cayman Island 100% 100% Investments

* Asiya Investment (Dubai) Limited was incorporated on 2 May 2012 as a Company limited by shares under the Companies 

law, Dubai International Financial Center (DIFC) Law no 2. of 2009. Principal business objectives are arranging credit and 

deals in investments and advising on financial products and credit.

** Asia Islamic Trade Finance Fund was set up by the Parent Company during 2012. The fund is incorporated as an exempted 

company under the laws of the Cayman Islands on 26 September 2012. The Fund is a Shariah-compliant investment fund.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.3- CHANGES IN ACCOUNTING POLICIES
The accounting policies adopted by the Group are consistent with those used in the previous year, except as noted below:

During the year, the Group has adopted the following revised standards:
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 the entity’s continuing 
involvement in derecognised assets to enable the users to evaluate the nature of, and risks associated with, such involvement. 
The amendment is effective for annual periods beginning on or after 1 July 2011. The Group does not have any assets with 
these characteristics so there has been no effect on the presentation of its consolidated financial statements.

2.4- STANDARDS ISSUED BUT NOT YET EFFECTIVE
The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s consolidated 
financial statements are disclosed below. The Group intends to adopt these standards, if applicable, when they become effective.

IAS 1 Presentation of Items of Other Comprehensive Income - Amendments to IAS 1
The amendments to IAS 1 change the grouping of items presented in other comprehensive income (OCI). Items that could 
be reclassified (or ‘recycled’) to consolidated income statement at a future point in time would be presented separately from 
items that will never be reclassified. The amendment affects presentation 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 2012.

IAS 28 Investments in Associates and Joint Ventures (as revised in 2011)
As a consequence of the new IFRS 11 Joint Arrangements, and IFRS 12 Disclosure of Interests in Other Entities, IAS 28 
Investments in Associates, 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 revised standard becomes 
effective for annual periods beginning on or after 1 January 2013.

IAS 32 Offsetting Financial Assets and Financial Liabilities — Amendments to IAS 32
These amendments clarify the meaning of “currently has a legally enforceable right to set-off”. The amendments also clarify 
the application of the IAS 32 offsetting criteria to settlement systems (such as central clearing house systems) which apply 
gross settlement mechanisms that are not simultaneous. These amendments are not expected to impact the Group’s financial 
position or performance and become effective for annual periods beginning on or after 1 January 2014.

IFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities - Amendments to IFRS 7 
These amendments require an entity to disclose information about rights to set-off and related arrangements (e.g., collateral 
agreements). The disclosures would provide users with information that is useful in evaluating the effect of netting arrangements 
on an entity’s financial position. The new disclosures are required for all recognised financial instruments that are set off in 
accordance with IAS 32 financial instruments: presentation. The disclosures also apply to recognised financial instruments 
that are subject to an enforceable master netting arrangement or similar agreement, irrespective of whether they are set off 
in accordance with IAS 32. These amendments will not impact the Group’s financial position or performance and become 
effective for annual periods beginning on or after 1 January 2013. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.4- STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)
IFRS 9 Financial Instruments: Classification and Measurement 
IFRS 9, as issued, reflects the first phase of the IASB’s work on the replacement of IAS 39 and applies to classification and 
measurement of financial assets and financial liabilities as defined in IAS 39. The standard was initially effective for annual 
periods beginning on or after 1 January 2013, but amendments to IFRS 9 Mandatory Effective Date of IFRS 9 and Transition 
Disclosures, issued in December 2011, moved the mandatory effective date to 1 January 2015. In subsequent phases, the 
IASB will address hedge accounting and impairment of financial assets. 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 not have an impact on classification 
and measurements of financial liabilities. The Group will quantify the effect in conjunction with the other phases, when the 
final standard including all phases is issued.

IFRS 10 Consolidated Financial Statements, IAS 27 Separate 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 addresses the issues raised in SIC-12 Consolidation — Special Purpose Entities. 

IFRS 10 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. Based on the preliminary 
analyses performed, IFRS 10 is not expected to have any impact on the currently held investments of the Group. This standard 
becomes effective for annual periods beginning on or after 1 January 2013. 

IFRS 12 Disclosure of Interests in 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, but has no impact on the 
Group’s financial position or performance. 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. IFRS 13 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, but based on the preliminary analyses, no material impact is expected. This standard becomes effective 
for annual periods beginning on or after 1 January 2013. 

Annual Improvements May 2012 
These improvements will not have an impact on the Group, but include: 

IAS 1 Presentation of Financial Statements 
This improvement clarifies the difference between voluntary additional comparative information and the minimum required 
comparative information. Generally, the minimum required comparative information is the previous period. 

These improvements are effective for annual periods beginning on or after 1 January 2013.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

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 consolidated income statement 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.

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 taking into account contractually defined terms of payment. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
Kuwait Foundation for the Advancement of Sciences (KFAS)
The Group calculates the contribution to KFAS at 1% of profit for the period in accordance with the modified calculation based 
on the Foundation’s Board of Directors resolution, which states that the transfer to statutory reserve should be excluded from 
profit for the period when determining the contribution. 

National Labour Support Tax (NLST)
The Group calculates NLST in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions No. 24 of 2006 
at 2.5% of taxable profit for the period. As per law, income from associates and subsidiaries and cash dividends from listed 
companies which are subjected to NLST are deducted from the profit for the year when determining taxable profit.

Zakat
Contribution to Zakat is calculated at 1% of the profit for the period in accordance with the Ministry of Finance resolution No. 
58/2007 effective from 10 December 2007.

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. 

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 transaction costs except, in the case of financial assets not at fair 
value through profit or loss. 

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:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)
Subsequent measurement (continued)
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.

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.

Held-to-maturity investments
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held-to-
maturity when the Group has the positive intention and ability to hold it to maturity. 

After initial measurement, held to maturity investments are measured at amortised cost using the effective interest method, 
less impairment. Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or 
costs that are an integral part of the effective interest rate method. The effective interest rate amortisation is disclosed 
separately in the consolidated income statement. The losses arising from impairment are recognised in the consolidated 
income statement under finance costs.

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. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Derecognition 

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.

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 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.



Annual Report 2012

23

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

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.

Financial assets carried at amortised cost

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

exists individually for financial assets that are individually significant. If there is objective evidence that an impairment loss 

has occurred, the amount of the loss is measured as the difference between the assets’s carrying amount and the present 

value of estimated future cash flows (excluding future expected credit losses that have not yet been incurred). The present 

value of the estimated future cash flows is discounted at the financial assets original effective interest rate. If a loan has a 

variable interest rate, the discount rate for measuring any impairment loss is the current EIR.

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

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

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

together with the associated allowance are written off when there is no realistic prospect of future recovery and all collateral 

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

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

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

credited to related account in the consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (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 

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Offsetting of financial instruments

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

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

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

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 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. 



Kuwait China Investment Company KSC & Subsidiaries

26

2.5- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in an associate (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)
As at 31 December 2012
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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)
As at 31 December 2012
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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.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

2.6- SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Judgements (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. The determination of what is “significant” or “prolonged” requires considerable judgement. In addition, the Group 

evaluates other factors, including normal volatility in share price for quoted equities and the future cash flows and the discount 

factors for unquoted equities. 

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.
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3- NET GAIN (LOSS) ON FINANCIAL ASSETS AND FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

2012 2011
KD KD 

Realised (3,237,807) (4,014,638)
Unrealised 11,029,928 (6,918,053)

7,792,121 (10,932,691)

Held for trading 7,559,970 (10,061,939)
Designated at fair value through profit or loss 232,151 (870,752)

7,792,121 (10,932,691)

4- DIVIDEND INCOME

2012 2011
KD KD

Financial assets at fair value through profit or loss 1,092,303 931,846
Financial assets available-for-sale 63,293 529,547

1,155,596 1,461,393

5- INTEREST INCOME

2012 2011
KD KD

Interest on debt securities classified as available-for-sale 541,060 646,602
Others 6,812 4,115 

547,872 650,717

6- BASIC AND DILUTED EARNINGS (LOSS) PER SHARE

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

2012 2011
Profit (loss) for the year attributable to the equity holders of the Parent Company (KD) 5,199,473 (9,279,458)
Weighted average number of shares outstanding during the year

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

   of the Parent Company (KD) 6.69 fils (11.94) fils

As there are no dilutive instruments outstanding, basic and diluted earnings (loss) per share are identical. 
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7- CASH AND CASH EQUIVALENTS 

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

2012 2011 
KD KD 

Cash and bank balances 6,588,972 2,087,490
Balances with foreign financial institutions 277,350 115,345 

6,866,322 2,202,835

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

2012 2011 
KD KD 

Financial assets held for trading:
Foreign quoted securities 33,314,710 32,952,497

Financial assets designated at fair value through profit or loss:
Foreign hedge fund investments 5,253,292 9,581,613
Foreign unquoted securities 4,514,413 2,981,512

9,767,705 12,563,125
43,082,415 45,515,622

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

by the fund managers.

2012 2011 
KD KD 

Financial liabilities held for trading:
Short sale of foreign quoted securities 4,112,465 4,044,685

9- FINANCIAL ASSETS AVAILABLE-FOR-SALE

2012 2011
KD KD

Unquoted securities:
Private equity investments 21,739,915 24,061,711
Debt securities 6,323,995 6,523,995

28,063,910 30,585,706

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

9- FINANCIAL ASSETS AVAILABLE-FOR-SALE (continued)

Private equity investments represent investments in private equity funds. These financial assets amounting to KD 20,808,077 

(2011 : KD 19,369,611) 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 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 931,838 (2011 : KD 4,692,100) 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 securities to assess whether impairment has occurred in the 

value of these investments and recorded an impairment loss of KD 1,043,349 (2011 : Nil) in the consolidated income statement. 

Based on the latest available financial information, management is of the view that no further impairment provision is required 

as at 31 December 2012 in respect of these investments.

10- INVESTMENT IN AN ASSOCIATE

As of 31 December 2012, investment in an associate represents 34.82% (2011 : 25.69%) equity interest in an unquoted 

company, “AGP International Holding Limited”, incorporated in British Virgin Island. The principle activity of the Company 

is that of investment holding.

2012  2011 
KD KD

Carrying amount of investment in an associate:
At 1 January 3,592,329 3,417,600
Share of result 1,129,936 77,240
Foreign currency translation adjustment (49,466) 97,489
As at 31 December 4,672,799 3,592,329

Summarised financial information of an associate is as follows:

 2012  2011
 KD  KD

Aggregate of associate assets and liabilities:
Total assets 7,157,359 3,599,422
Total liabilities 2,484,560 7,093

Aggregate of associated revenue and results:
Revenue 1,139,570 96,840
Results 1,129,936 77,240
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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11- OTHER ASSETS

2012 2011
KD KD 

Amount due from brokers 8,901,382 5,233,995
Positive fair value of derivatives (Note 20) 694,597 1,362,785
Accrued interest income 987,503 1,097,735
Furniture and equipment 259,526 97,296
Other assets 1,271,500 678,446

12,114,508 8,470,257

12- OTHER LIABILITIES

2012 2011 
KD KD 

Staff bonus and other payables 2,730,406 1,676,661
Negative fair value of derivatives (Note 20) 319,921 2,362,277
Other liabilities 660,560 184,217

3,710,887  4,223,155

13- SHARE CAPITAL

The authorised, issued and fully paid share capital in cash as of 31 December 2012 comprised 800,000,000 (2011 : 800,000,000) 

shares of 100 fils each.

14- STATUTORY RESERVE 

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

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

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

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

Distribution of the Parent Company’s statutory reserve is limited to the amount required to enable the payment of a dividend 

of 5% of paid up share capital to be made in years when retained earnings are not sufficient for the payment of a dividend 

of that amount.

15- GENERAL RESERVE 

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

instruction from the Central Bank of Kuwait.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012

16- TREASURY SHARES

 2012  2011

Number of treasury shares 23,560,000 23,560,000
Percentage of capital 2.945% 2.945%
Market value – KD 1,272,240 1,295,800

17- TRANSACTIONS WITH RELATED PARTIES

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

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

approved by the Parent Company’s management.

Transactions with related parties are as follows:

2012 2011
KD  KD

Included in the consolidated income statement:
Other income (management and advisory fees) 142,113 - 

Other assets include advance paid to an associate KD 835,500 for additional equity interest in the associate.

Compensation of key management personnel

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

2012 2011
KD KD

Salaries and short-term benefits 629,389 479,820
Employees’ end of service benefits 37,430 19,412

666,819 499,232

18- CAPITAL AND EXPENDITURE COMMITMENTS 

At 31 December 2012, the Group had capital commitments amounting to KD 3,730,169 (2011 : KD3,919,232) in respect of 

financial assets available-for-sale.

2012 2011
KD KD

Operating lease rental commitments
Future minimum lease payments:

Within one year 18,650 116,032
Within two to five years 766,059 389,808

784,709 505,840 
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19- SEGMENT INFORMATION 

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

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

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

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

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

senior management.

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

reportable segments.

2012 2011
Kuwait Pan Asia Elimination Total Kuwait Pan Asia Elimination Total

KD KD KD KD  KD KD KD KD
Revenue
External 

   Customers 141,788 11,832,350 - 11,974,138 203,839 (6,996,579) - (6,792,740)
Inter-segment - 1,025,161 (1,025,161) - - 764,876 (764,876) -
Total segment 

   revenue 141,788 12,857,511 (1,025,161) 11,974,138 203,839 (6,231,703) (764,876) (6,792,740)
Total segment 

   results (4,000,150) 9,486,648 - 5,486,498 (2,107,231) (7,746,954) - (9,854,185)
Segment assets 1,767,767 93,723,013 - 95,490,780 1,886,729 90,959,589 (2,479,569) 90,366,749
Segment 

 liabilities 3,047,472 4,775,880 - 7,823,352 3,253,656 7,493,753 (2,479,569) 8,267,840
Other disclosures
Investment in 

   associates - 4,672,799 - 4,672,799 - 3,592,329 - 3,592,329
Impairment 

   losses - 1,335,708 - 1,335,708 - - - - 
Commitments - 3,730,169 - 3,730,169 - 3,919,232 - 3,919,232

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.
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20- DERIVATIVES (continued)
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.

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.
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20- DERIVATIVES (continued)

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.

2012

Notional amounts by term

 to maturity
 Positive

fair value

Negative

fair value

Number

of contracts

Notional 

amount total

 Within

 1 year 

1- 5

 years 
 KD  KD KD  KD KD

Interest rate swaps 29,620 - - 28,200,000 - 28,200,000
Total return equity swaps 42,285 32,374 - 7,211,852 7,211,852 - 
Futures 89,158 - 575,500 - - - 
Warrants 5,498 - 129,923 - - - 
Option contracts 528,036 287,547 81,061,936 - - - 

694,597 319,921 81,767,359 35,411,852 7,211,852 28,200,000

2011

Notional amounts by term

 to maturity
 Positive

fair value

Negative

fair value

Number

of contracts

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 12,579,898 34,084,967 6,234,967 27,850,000

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:

1- Credit risk which includes default risk of clients and counterparties 

2- Liquidity risk

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

B. Other risks

1- Prepayment risk

2- 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 6,447,503 (2011 : KD 6,269,289).
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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:

2012

Kuwait

KD 

Asia

KD

Total

KD
ASSETS
Cash and cash equivalents 1,169,136 5,695,886 6,865,022
Other assets 66,648 11,610,116 11,676,764
TOTAL CREDIT EXPOSURE 1,235,784 17,306,002 18,541,786

2011

Kuwait

KD 

Asia

KD

Total

KD
ASSETS
Cash and cash equivalents 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

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

position analysed by industry sector:

2012

Banks and 

other financial 

institutions Other Total
KD KD KD 

ASSETS
Cash and cash equivalents 6,865,022 - 6,865,022
Other assets 8,901,382 2,775,382 11,676,764
TOTAL CREDIT EXPOSURE 15,766,404 2,775,382 18,541,786
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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)

2011

Banks and 

other financial 

institutions Other Total
KD KD KD 

ASSETS
Cash and cash equivalents 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

Analysis of past due nor impaired

The Group did not have any past due nor impaired financial assets as at 31 December 2012 and 31 December 2011.

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:

2012

3 to 12 1 to 5
months years Total

KD KD KD 

Financial liabilities at fair value through profit or loss 4,112,465 - 4,112,465
Other liabilities 3,710,887 - 3,710,887

7,823,352 - 7,823,352
Commitments - 3,730,169 3,730,169
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.2- LIQUIDITY RISK (continued)

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

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: 

2012

Within

 3 months

KD 

3 months to 

one year

KD

Over one 

year

KD 

Total

KD 
ASSETS
Cash and cash equivalents 6,866,322 - - 6,866,322
Financial assets at fair value through profit or loss 38,568,002 - 4,514,413 43,082,415
Financial assets available-for-sale - - 28,063,910 28,063,910
Held-to-maturity investments - 690,826 - 690,826
Investment in an associate - - 4,672,799 4,672,799
Other assets 10,431,479 1,298,590 384,439 12,114,508
TOTAL ASSETS 55,865,803 1,989,416 37,635,561 95,490,780

LIABILITIES 
Financial liabilities at fair value through profit or loss 4,112,465 - - 4,112,465
Other liabilities 3,710,887 - - 3,710,887
TOTAL LIABILITIES 7,823,352 - - 7,823,352
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

21.2- LIQUIDITY RISK (continued)

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

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:

 2012  2011
 KD  KD

 Equivalent  Equivalent 

US Dollars 32,338,299 41,596,185
South Korean Won 6,028,869 10,239,852
British Pound Sterling 2,055,534 2,981,512
Thai Baht 4,053,128 3,977,496
Hong Kong Dollars 9,938,580 6,229,701

The tables below indicate the currencies to which the Group had significant exposure at 31 December 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

2012

KD

Effect on 

results

2011

KD

US Dollars 1,616,915 599,692
Hong Kong Dollars 496,929 311,485
South Korean Won 301,443 511,993
Thai Baht 202,656 198,875
British Pound 102,777 149,076

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.
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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 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.

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. There is no direct impact on other comprehensive income.

Increase/

decrease

in basis points

Effect on

result

for the year
2012
KD +25% 18,279
KD -25% (18,279)

2011
KD +25% 18,911 
KD -25% (18,911) 

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) 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.

2012 2011

Market indices

Effect on 

results

KD 

Effect on 

results

KD 
Hong Kong 519,433  367,567 
South Korea 284,029  325,207 
Taiwan 99,135  229,960 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012
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21- FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

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. 

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 931,838 

(2011 : KD 4,692,100) 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 are not based on 

observable market data.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

2012

Level: 1 Level: 2 Level: 3 Total fair value
KD KD KD KD 

Assets measured at fair value
Financial assets held for trading:
Quoted securities 33,314,710  -  - 33,314,710
Financial assets designated at fair value

   through profit or loss:
Foreign hedge funds  - 412,724 4,840,568 5,253,292
Foreign unquoted securities  -  - 4,514,413 4,514,413
Financial assets available- for- sale:
Private Equity Funds  -  - 20,808,077 20,808,077
Derivative assets:
Interest rate swaps  -  - 29,620 29,620
Total return equity swaps  - 42,285  - 42,285
Futures contracts 89,158  -  - 89,158
Warrants 5,498  -  - 5,498
Option contracts  -  - 528,036 528,036

33,409,366 455,009 30,720,714 64,585,089

Liabilities measured at fair value
Financial liabilities at fair value through profit or loss:
Equity securities sold short 4,112,465  -  - 4,112,465
Derivative liabilities
Total return equity swaps  - 32,374  - 32,374
Option contracts  -  - 287,547 287,547

4,112,465 32,374 287,547 4,432,386

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

2011

Level: 1 Level: 2 Level: 3 Total fair value
KD KD KD KD 

Assets measured at fair value
Financial assets held for trading:
Quoted securities 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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012
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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

2012

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 

2012
KD KD KD KD KD 

Assets measured at fair value
Financial assets at fair value through

   profit or loss:
Foreign hedge funds 8,968,145 80,242 - (4,207,819) 4,840,568
Foreign unquoted securities 2,981,512 1,532,901 - - 4,514,413
Financial assets available- for- sale:
Private Equity Funds 19,369,612 917,016 (210,731) 732,180 20,808,077
Derivative assets:
Interest rate swaps 75,613 (45,993) - - 29,620
Option contracts 580,441 (1,062,723) - 1,010,318 528,036

31,975,323 1,421,444 (210,731) (2,465,321) 30,720,714

Liabilities measured at fair value
Derivative liabilities:
Option contracts 1,213,301 889,396  - (1,815,150) 287,547 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
As at 31 December 2012
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22- FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

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
Financial assets available- for- sale:
Private Equity Funds 18,157,087 2,001,967 970,129 (1,759,571) 19,369,612
Derivative assets:
Interest rate swaps 250,521 (174,908) - - 75,613
Option contracts  807,267 (820,033) - 593,207 580,441

29,893,738 2,160,336 970,129 (1,048,880) 31,975,323

Liabilities measured at fair value
Derivative liabilities:
Option contracts 519,072 44,193 - 650,036 1,213,301

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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23- CAPITAL MANAGEMENT 

The primary objective of the Group’s capital management is to ensure that it maintains healthy capital ratios in order to 

support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments in the light of changes in economic conditions and risk 

characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group may adjust the amount 

of dividends paid to shareholders, return capital to shareholders, issue new shares.

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 2012. Capital comprises equity 

attributable to the equity holders of the Parent Company excluding statutory reserve and cumulative changes in fair values 

is measured at KD80,923,526 as at 31 December 2012 (2011 : KD75,397,345).
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