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Chairman's Message

Dear Shareholders,

It gives me pleasure to address you, on behalf of the Board of Directors, on the occasion of the
Eighth Annual General Assembly Meeting for the financial year 2008, and to review with you
the major developments during the year.
KFIC is continuing its march towards attaining the purposes and objectives for which it
was established in the areas of investment and finance. As you know, the year 2008 was
characterized by economic recession due to the global financial crisis that stormed the
whole world. The primary implications of this crisis for the financial sector companies were
represented in liquidity and credit problems, which the company expeditiously confronted
with extreme wisdom and prudence.
Keen to cope with these difficulties and withstand them, KFIC took the initiatives of
introducing several drastic changes in its business methodology, while adhering to its prudent
policy in managing liquidity and credit, ensuring its ability to weather the present and future
challenges. Among these initiatives were the wide scale changes in the administrative and
executive staff, and the formation of a highly efficient management team.
The Company also established an independent risk management division for monitoring and
identifying borrowers’ risks, while ensuring that adequate collaterals are obtained. In another
precautionary step, the Company discontinued auto finance at the end of 2008, with a view to
preserving assets quality and focusing on collecting the existing finance amounts.
As a precautionary measure for the impairment of the Company’s investment portfolio by over
50% of its value, even though those investments are concentrated in blue chips of operational
performance and sustainable cash flows, the Company took the prudent decision of setting aside
provisions for impairment in value for most of its investments. As a result, provisions for impairment
in the value of our trading portfolio amounted to KD 22 million, in addition to provisions of KD
6 million of unrealized losses on our investments in subsidiaries, and other provisions of KD 3.4
million. Consequently, our net operating profit declined to a loss of KD 5 million.
In line with KFIC’s endeavor to match the maturity dates of its assets and liabilities, and since
most of the loans provided by the Company were short term ones, in contrast to its mostly
long-term assets, the Company restructured its assets and liabilities during the year. Part of
the loans portfolio has been restructured, while we were in the process of negotiating the
rescheduling of the remaining part when the global financial crisis surprised us. Therefore,
we decided to consolidate all the loans due form the Company and to reschedule them all
together in a long-term loan, giving all necessary collaterals for banks through pledge of the
Company’s assets, thus providing banks with adequate securities to preserve heir assets, and
affirming our constant support of the Company.
On another front, it was our intent to increase the Company’s capital by 52% as per the
resolution of shareholders’ general assembly meeting during September 2008. However, the
aggravation of the consequences of the global financial crisis did not allow the Company to
call on the capital increase. Therefore, we decided to postpone this step until the economic
conditions improve and the sharpness of the global financial crisis recedes.
Although the net loss of the Company for 2008 amounted to KD 25,277,132, yet there are
positive indicators to the benefit of the Company on the medium-long terms. The most
significant indicator is the rise of finance income by 7.3%, despite the decline in the size of
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the finance portfolio by 6.2% due to discontinuing retail finance and focusing on commercial
finance, while obtaining adequate collaterals from customers in order to ensure assets quality.
On the other hand, cash flows from the finance portfolio helped the Company fulfill its
financial obligations to banks despite these difficult conditions, where total net cash flows
from the finance portfolio stood at KD 23 million, of which KD 16 million were utilized to
repay loans principals and interests to banks.
Notwithstanding the fact that the values of portfolios and funds managed by the Company
witnessed some decline at the end of 2008, the clients of managed portfolios and funds
maintained their loyalty to the Company, thanks to those portfolios and funds management
quality. Therefore, the decrease in net income from management and advisory fees was limited
to 10%. In contrast, net brokerage commissions rose by 26% due to increasing the local market
share of our brokerage company, as well as the increase of KFIC’s stake in that company to
94% in mid 2008.
The formation of this size of provisions will favorably reflect on the Company’s financial
position starting from the year 2009 and beyond.
In conclusion, on behalf of the Board of Directors and on your behalf, I would like to express
our sincere gratitude and appreciation to His Highness the Amir Sheikh Sabah Al Ahmad Al
Jaber Al Sabah, H.H. the Crown Prince Sheikh Nawaf Al Ahmad Al Jabber Al Sabah, and H.H.
the Prime Minister Sheikh Nasser Al Mohammed Al Ahmad Al Sabah, May God Guard them,
for their continued support and guidance. We also extend our thanks and appreciation to
H.E. Sheikh Salem Abdul Aziz Al Sabah for his constant efforts in supporting and serving the
financial and banking sector. Our thanks are also due to the members of the Cabinet and the
government ministries and institutions for their support of the Company’s business and their
lasting patronage of the development process in the country.
I would also like to thank as well, all of our valuable shareholders for the confidence they
vested in us, and which was crucial in the progress and prosperity of our Company.
Finally, I would like to sincerely thank all of the Company staff for their hard work, dedication
and constant quest for success.
May God guide us to further progress and better future.

Chairman of the Board

Saleh Yaqoub Al-Humaidhi
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Risk Management & Compliance
KFIC has an independent Risk Management & Compliance Division that has the mandate to identify, measure,
quantify and mitigate all inherent risks, besides ensuring compliance with all regulatory requirements. The
Risk Management & Compliance Division, as a Risk Counsel, advocates a strategic approach which appropriately balances the company’s business opportunities with the inherent risks by leveraging proven business
tools and industry best practices.
The company has set up a Corporate Governance Framework on the lines of global best practices and has
formed several management committees that assist the Board of Directors in effectively managing the affairs
of the company. The Board of Directors is committed to the ongoing refinement of organisational structures
and implementation of initiatives to improve corporate governance for the benefit of all stakeholders.
The Corporate Governance Framework encompasses the following key areas. Board of directors; KFIC Committees with Board approved Charters; Code of Ethics; Business Strategy & Plans; Risk Assessment & Internal
Audit Plan; Board Approved Policies and Procedures; Management Succession Planning; Delegation of Authorities – Authority Matrix; Confidentiality (Non disclosure Agreements); Service Level Agreements; Conflict
of Interest; Anti-Money Laundering (AML); Know Your Client (KYC); Best Practices e.g., Basel II norms; Data
Protection; Record Keeping, etc.

Compliance
Responsibility for ensuring compliance with various regulations and guidelines of the Central Bank of Kuwait
(CBK) and other regulatory authorities rests with the Chief Executive Officer, who is assisted by the Head of
Risk Management and Compliance. This also includes Know Your Client (KYC) and Anti Money Laundering
(AML) guidelines, besides other regulatory requirements.

Policies and Procedures
During 2008, the company has initiated review and revision of various policies and procedures, workflows and
process re-engineering that cover all critical areas, so as to improve the operational efficiency by strengthening internal controls.

Code of Ethics
The Company has a Code of Ethics in place that is developed and implemented by Corporate Human Resources & Admn. Affairs Division, defining the conduct, behavior and working practices of the
Management and employees. Compliance with insider trading regulations of the Central Bank of Kuwait / Kuwait Stock Exchange is supervised by the Audit Committee reporting to the Board of Directors.

Communications
The Company is committed to communicating effectively with all its stakeholders – both internal and external
– in a timely, transparent and professional manner. The Company’s main communication channels include the
annual report, interim reports of consolidated financial statements, corporate website, press releases, and
announcements in the local media.
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Risk Management Strategies and Practices
The Company identifies the possible inherent risks on an on-going basis and these risks can be external or
internal to the operations of the Company. The Management regularly reviews and where deemed necessary
attempts to mitigate existing and potential risks. Business risks are also continually monitored through the
Management and various Committees and proactive measures are taken, as appropriate, to avoid or mitigate
them. Internal control risks are mitigated by putting in place adequate internal control systems and testing
them on a frequent basis through the Company’s outsourced Internal Auditors. These Auditors report to the
Board Audit Committee on all matters of internal controls, besides ensuring that all policies and procedures
are well documented and are adhered to.

The company and its group has likely exposure to the following risks from its use of financial instruments:
- Credit Risk
- Market Risk (including Liquidity Risk, Interest Rate Risk & Foreign Exchange Rate Risk)
- Operational Risk

The Board of Directors has overall responsibility for the establishment and oversight of the Risk Management
Framework. The Risk Management policies are established to identify and analyze the risks faced by the
group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk Management policies and framework are reviewed regularly to reflect changes in market conditions and the group’s
activities. The group, through its training and management standards and procedures, aims to develop a disciplined and constructive control environment in which all employees understand their roles and obligations.

The group is currently reviewing policies and procedures in a phased manner that will enhance methods
to identify, assess, quantify and mitigate operational risk in addition to other types of risks relating to the
financial activities of the group. The initiatives include Key Risk Indicators (KRI), Risk Control Self Assessment
(RCSA) and daily functional checklists. The global best practices e.g., Basel II norms are also adopted in tune
with Central Bank of Kuwait guidelines.

The group’s endevour shall be to consistently adhere to and maintain global best practices in all its areas of
operations.

14

Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

Report on the financial statements
We have audited the accompanying consolidated financial statements of Kuwait Finance and Investment Company K.S.C.C. (“the
Parent Company”) and its subsidiaries (“the Group”) which comprise the consolidated balance sheet as of 31 December 2008, and
the consolidated statement of 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 notes.

Management’s responsibility for the 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 for financial institutions regulated
by the Central Bank of Kuwait. This responsibility includes: designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud
or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditors’ responsibility
Our responsibility is to express an opinion on these 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 whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditors> judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity>s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate 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 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 accompanying consolidated financial statements present fairly, in all material respects, the financial position of
the Group as of 31 December 2008, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted for use by the State of Kuwait.

Report on Other Legal and Regulatory Requirements
Furthermore, in our opinion, proper books of accounts have been kept by the Parent Company and the consolidated financial
statements, together with the contents of the report of the Board of Directors relating to these financial statements, are in
accordance therewith. We further report that we obtained the information and explanations that we required for the purpose of
our audit and that the consolidated financial statements incorporate all information that is required by the Commercial Companies
Law of 1960, as amended, and by the Parent Company’s Articles of Association, that an inventory count was duly carried out and
that, to the best of our knowledge and belief, no violations of provision of the Commercial Companies Law of 1960, as amended,
or of the Parent Company’s Articles of Association have occurred during the year ended 31 December 2008 that might have had a
material effect on the business of the Group 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 organization of banking business, and
its related regulations, during the year ended 31 December 2008.

Bader A. Al-Wazzan

Dr. Saud Al-Humaidi

License No. 62A

License No. 51A

PricewaterhouseCoopers

Al-Humaidi & Partners
Independent Member of Baker Tilly International

Kuwait
13 April 2009
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Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)
Consolidated Balance Sheet as of 31 December 2008

Kuwaiti Dinars
Note

2008

2007

ASSETS
Cash and cash equivalents

2,986,689

5,547,387

Investments at fair value through profit or loss

3

29,090,110

69,863,210

Finance receivables

4

88,561,477

94,347,910

Investments available for sale

5

30,319,099

22,890,438

Investment in associates

6

25,104,711

-

Other assets

7

3,855,150

5,201,198

908,709

947,040

8

22,752,541

24,745,141

203,578,486

223,542,324

9

11,645,816

9,213,370

Term loans

10

121,129,666

81,306,333

Bonds

11

21,456,542

21,419,292

Other liabilities

12

5,527,169

4,975,104

159,759,193

116,914,099

41,930,970

34,942,475

Share premium

2,210,849

2,210,849

Treasury shares

(13,836,304)

(5,316,181)

8,948,771

8,948,771

Property and equipment
Intangible assets
TOTAL ASSETS
LIABILITIES AND EQUITY
LIABILITIES
Bank overdraft

EQUITY
Equity attributable for the Parent Company’s shareholders
Share capital

13

Statutory reserve
General reserve
Changes in fair value reserve
Treasury shares reserve
Foreign currency translation reserve
Equity transactions reserves
(Accumulated losses)/ retained earnings
Non controlling interest
Total Equity
TOTAL LIABILITIES AND EQUITY

16

7,704,302

7,704,302

(4,777,937)

(216,106)

162,389

85,410

385,866

15,038

130,781

-

(12,769,451)

29,636,168

30,090,236

78,010,726

13,729,057

28,617,499

43,819,293

106,628,225

203,578,486

223,542,324

The attached notes form an integral part of these consolidated financial statements.
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Sana Jumah

Saleh Yacoub Al Humaizi

Chief Executive officer

Chairman

Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)
Consolidated Statement of Income - Year ended 31 December, 2008
Kuwaiti Dinars
Note

2008

2007

REVENUES
Finance income

11,817,770

11,019,030

Investment (losses)/ income

14

(24,558,917)

19,770,427

Group’s share in associate’s results

6

(113,734)

-

-

470,000

Management and advisory fees

3,202,677

3,584,388

Net brokerage commission

3,506,699

2,768,610

554,530

316,116

(5,590,975)

37,928,571

10,721,040

9,012,529

4,036,753

2,653,595

Depreciation and amortization

439,271

291,496

Marketing expenses

233,128

428,656

7,8

5,774,825

1,506,825

4

(238,180)

455,639

Board of Directors’ remuneration

-

120,000

Contribution to Kuwait Foundation for the Advancement of Science (KFAS)

-

187,293

National labour support tax

-

561,917

Zakat expenses

-

12,506

20,966,837

15,230,456

(26,557,812)

22,698,115

(25,277,132)

21,788,829

(1,280,680)

909,286

(26,557,812)

22,698,115

Gain from sale of investment properties

Other income

EXPENSES
Finance expenses
Staff expenses

Other operating expenses
Provisions

Net (loss)/ profit for the year
Attributable to:
Shareholders of the Parent Company
Non controlling interest
Net (loss)/ profit for the year
(Losses)/ earnings per share (fils)

15

(63.82)

52.49

The attached notes form an integral part of these consolidated financial statements.
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-

-

-

-

-

Gain on sale of treasury shares

Translation of financial statements
in foreign currencies

(Losses)/ gain recognized directly in equity

Net profit for the year

Total recognized (losses)/ profit

-

-

-

-

-

-

-

Translation of financial statements
in foreign currencies

(Losses)/ profit recognized directly in equity

Net loss for the year

Total recognized (losses) / profit

Purchase of shares in subsidiaries (Note 16)

-

41,930,970

Sale of treasury shares

Balance as of 31 December 2008

-

-

-

Purchase of treasury shares

(13,836,304)

2,341,428

(10,861,551)

-

-

-

-

-

-

-

-

-

-

-

-

(5,316,181)

(5,316,181)

-

23,270,195

(23,030,354)

-

-

-

-

-

-

-

-

-

-

-

(5,556,022)

Treasury
shares

8,948,771

-

-

-

-

-

-

-

-

-

-

-

-

-

-

8,948,771

8,948,771

2,267,054

-

-

-

-

-

-

-

-

-

-

-

-

-

6,681,717

7,704,302

-

-

-

-

-

-

-

-

-

-

-

-

-

-

7,704,302

7,704,302

1,952,178

-

-

-

-

-

-

-

-

-

-

-

-

-

5,752,124

(4,777,937)

-

-

-

-

-

(4,561,831)

-

(4,561,831)

-

-

-

(384,403)

22,261,557

(26,438,985)

(216,106)

(216,106)

-

-

-

-

-

(3,231,658)

-

(3,231,658)

-

-

(2,556,487)

(675,171)

-

-

3,015,552

162,389

-

-

-

-

-

76,979

-

76,979

-

76,979

-

-

-

-

85,410

85,410

-

-

-

-

-

(1,008,707)

-

(1,008,707)

-

(1,008,707)

-

-

-

-

1,094,117

385,866

-

-

-

-

-

370,828

-

370,828

370,828

-

-

-

-

-

15,038

15,038

-

-

-

-

-

15,038

-

15,038

15,038

-

-

-

-

-

-

130,781

-

-

-

-

-

130,781

-

130,781

-

-

130,781

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

(12,769,451)

-

-

(10,139,992)

(6,988,495)

-

(25,277,132)

(25,277,132)

-

-

-

-

-

-

-

29,636,168

29,636,168

(4,219,232)

-

-

(15,127,131)

(4,557,714)

21,788,829

21,788,829

-

-

-

-

-

-

-

31,751,416

Equity attributable to the Parent Company’s shareholders
Equity
Retained
Statutory
General Change in fair
Treasury
Foreign
Earnings/
reserve
reserve value reserve
shares
currency transactions
reserves (accumulated
reserve translation
losses)
reserve

The attached notes form an integral part of these consolidated financial statements.

2,210,849

-

-

Cash dividends for year 2007 ( Note 13)

-

6,988,495

Issue of bonus shares for 2007 (Note 13)

-

-

-

-

-

-

-

Transferred to the statement of income on
sale of available for sale investments

Gain on sale of treasury shares

-

-

Impairment in available for sale investments

-

2,210,849

2,210,849

Reserve resulted from an increase in the
holding of subsidiaries (Note: 16)

-

34,942,475

Balance as of 31 December 2007

Change in fair value of investments

34,942,475

-

-

Transfers to reserves

Balance as of 31 December 2007

-

-

Sale of treasury shares

-

-

Purchase of treasury shares

-

-

-

-

-

-

-

-

Cash dividends for year 2006

4,557,714

-

-

Transferred to the statement of income on
sale of available for sale investments

Issue of bonus shares for year 2006

-

-

Change in fair value of investments

-

-

Consolidation of private equity fund

-

2,210,849

-

30,384,761

Share
premium

Acquisition of a subsidiary

Balance as of 31 December 2006

Share
capital

Consolidated Statement of Changes in Equity - Year ended 31 December, 2008

Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)

30,090,236

2,341,428

(10,861,551)

(10,139,992)

-

-

(29,260,375)

(25,277,132)

(3,983,243)

370,828

76,979

130,781

(384,403)

22,261,557

(26,438,985)

78,010,726

78,010,726

-

23,270,195

(23,030,354)

(15,127,131)

-

17,563,502

21,788,829

(4,225,327)

15,038

(1,008,707)

(2,556,487)

(675,171)

-

-

75,334,514

Total

13,729,057

-

-

43,819,293

2,341,428

(10,861,551)

(10,199,992)

(60,000)

(12,759,402)

(31,329,415)

(26,557,812)

(4,771,603)

325,726

76,979

130,781

(384,403)

22,261,557

(27,182,243)

106,628,225

106,628,225

-

23,270,195

(23,030,354)

(15,127,131)

-

18,472,788

22,698,115

(4,225,327)

15,038

(1,008,707)

(2,556,487)

(675,171)

17,755,963

9,952,250

75,334,514

Total

-

(12,759,402)

(2,069,040)

(1,280,680)

(788,360)

(45,102)

-

-

-

-

(743,258)

28,617,499

28,617,499

-

-

-

-

-

909,286

909,286

-

-

-

-

-

17,755,963

9,952,250

-

Non
controlling
interest

Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)
Consolidated Statement of Cash Flows - Year ended 31 December, 2008

Kuwaiti Dinars
Note

2008

2007

Operating Activities
Net (loss)/ profit for the year

(26,557,812)

22,698,115

Adjustments for:
Available for sale investments losses/ (income)

14

21,932,229

(8,686,627)

Group’s share in associate’s results

6

113,734

-

Negative goodwill resulted from acquisition of a subsidiary

-

(5,482,752)

Gain on sale of investment properties

-

(470,000)

10,721,040

9,012,529

439,271

348,454

Finance costs
Depreciation and amortization
Decline in the value brokerage license

8

1,979,300

-

Provisions

4

(238,180)

455,639

37,250

37,250

-

373

Amortization of bond issue fees
Losses from sale of property and equipment
Operating profit before changes in operating assets and liabilities:

8,426,832

17,912,981

Finance receivables

6,024,612

(3,465,783)

Investments at fair value through profit and loss

2,060,962

(10,522,942)

Other assets

1,346,048

(854,269)

Other liabilities

(1,873,185)

1,450,211

Net cash generated from operating activities

15,985,269

4,520,198

(408,157)

(606,888)

Investing Activities
Purchase of property and equipment
Sale of property and equipment

20,517

27,268

575,798

212,166

(5,744,699)

-

Purchase of investment properties

-

(5,250,000)

Sale of investment properties

-

5,720,000

Purchase of share in subsidiaries

-

(13,666,076)

Sale of share in subsidiaries

-

13,666,076

-

(12,013,965)

Dividends received
Paid to acquire an associates

Acquisition of a subsidiary
Purchase of additional shares in subsidiaries
Acquisition of a mutual fund subsidiaries
Purchase of available for sale investments
Proceeds from sale of available for sale investments
Net cash (used in)/ generated from investing activities

16

(12,628,621)

-

-

(23,908,248)

(26,524,361)

(48,757,343)

12,844,460

93,096,270

(31,865,063)

8,519,260

Financing Activities
Term loans & Overdraft facilities

42,255,779

16,341,612

Finance cost paid

(10,353,547)

(9,012,529)

Purchase of treasury shares

(10,861,551)

(23,030,354)

2,418,407

22,261,488

Sale of treasury shares

(10,139,992)

(15,127,131)

Net cash generated from/ (used in) financing activities

13,319,096

(8,566,914)

(Decrease)/ increase in cash and cash equivalents

(2,560,698)

4,472,544

Cash and cash equivalents at beginning of year

5,547,387

1,074,843

Cash and cash equivalents at end of year

2,986,689

5,547,387

Dividends paid

The attached notes form an integral part of these consolidated financial statements.

19

Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)
Notes to the Consolidated Financial Statements 31 December, 2008

1.

Constitution of activities
Kuwait Finance and Investment Company K.S.C. Closed (the Parent Company) is a Kuwaiti closed shareholding Company incorporated in 29 March 2000 in accordance with Kuwait’s Commercial Companies Law No. 15 of 1960. The Parent Company
is regulated by the Central Bank of Kuwait as an investment company and its shares are listed on the Kuwait Stock Exchange
and the Dubai Financial Market.
The Parent Company and its following subsidiaries (the Group) are principally engaged in consumer and commercial financing activities, managing funds and portfolios on behalf of clients, investing in securities, brokerage activities and providing
consulting services.
Activity

Ownership
2008

2007

KFIC Financial Brokerage (Formerly Al Ahliya Financial Brokerage Company K.S.C.C.)

Brokerage

94%

65%

KFIC Private Equity Fund – WLL

Investment

66.97%

54.7%

In September 2008, the shareholders of the Parent Company approved the appointment of consultancy house to prepare
the required studies to transform the Company’s activities to be Sharia Compliant after receiving the approval of the Central
Bank of Kuwait.
The Parent Company’s registered office is at Rashid Salim Ali Al-Rashid Building, Murqab, Kuwait City.
These consolidated financial statements were approved and authorized for issue by the Board of Directors on 8 April 2009
and are subject to the approval of the shareholders of the Parent Company in General Assembly.

2.

Basis of preparation and significant accounting policies

2.1 Basis of preparation
These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) as adopted for use in the State of Kuwait for financial institutions regulated by the Central Bank of Kuwait. Those
regulations require adoption of all IFRS except for the International Accounting Standard ‘IAS 39’ requirements for general
provisions, which has been replaced by the Central Bank of Kuwait’s requirements for a minimum general provision as described in note (2.7).
The consolidated financial statements are presented in Kuwaiti Dinars and have been prepared under the historical cost basis
of accounting, as modified by the revaluation of financial assets at fair value through profit or loss and available for sale
investments and previously held equity interests in business combinations achieved in stages.
The preparation of consolidated financial statements in conformity with IFRS requires management to make estimates and
assumptions that may affect the reported amounts of assets and liabilities and disclosure of contingent assets and contingent
liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during
the reporting period. It also requires management to exercise its judgment in the process of applying the accounting policies.
The areas involving a high degree of judgment or complexity or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note (21).

2.2 Changes in accounting policies
The accounting policies are consistent with those used in the previous year except that the Group has early adopted revised
IFRS 3 – Business Combinations and the amended IAS 27 - Consolidated and Separate Financial Statements issued in 2008.
These revised standards have been applied to business combinations during the year (Note 16). The Group has also adopted the amendments to IAS 39 - “Financial Instruments-Recognition and Measurements) and changes to IFRS 7 - “Financial
Instruments-Disclosures”. According to these changes issued on October 2008 permit a reclassification of certain financial
instruments held for trading if certain conditions are met to either loans or receivables or available for sale investments
categories.
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IFRS 3 - Business Combinations (revised)
Revised IFRS 3 – Business Combinations, is prospectively applicable to business combinations for which the acquisition date
falls in the annual reporting periods beginning on or after 1 July 2009 but can be early adopted.
This revised standard continues to apply the acquisition method to business combinations, with some significant changes as
follows:
• Consideration transferred (including contingent consideration) in a business combination to be recorded at the acquisitiondate fair value;
• An option to measure non-controlling interest (minority interest) in an acquiree either at fair value or at the non-controlling interest’s proportionate share of the acquiree’s net assets;
• Account for acquisition-related costs as expenses in the periods in which the costs are incurred and the services are received;
• In a business combination achieved in stages (step acquisition),re-measure the previously held equity interest in the acquiree at its acquisition-date fair value and recognize the resulting gain or loss in the statement of income.

IAS 27 - Consolidated and separate financial statements (amended)
As the Group has early adopted the revised IFRS 3 during the year, it is required to early adopt the amended IAS 27 at the
same time. This revised standard requires the effects of all transactions with non-controlling interests to be recorded in
equity, if there is no change in control and these transactions will no longer result in goodwill or gains and losses being
recognized in the statement of income. Total comprehensive income of the subsidiary is attributed to the parent and to the
non-controlling interests, even if this results in the non-controlling interests having a deficit balance. This standard also specifies the accounting when control is lost. Any remaining interest in the entity is re-measured at fair value and a gain or loss is
recognized in the statement of income.
- The amended IAS 27 was applied to acquisitions and disposals of business combinations during the year (Note 16).
Effect of applying IFRS 3 (revised) and IAS 27 is disclosed in Note (16).

Amendments on IAS 39 issued on 13 October 2008
The Group has adopted the amendments to IAS 39 issued on 13 October 2008, which permits financial instruments held for
trading to be reclassified to the available for sale investment category as of 1 July 2008. The effect of this reclassification on
the consolidated financial statements has been disclosed in Note (3).

2.3 New Accounting Standards
Amendments and interpretations that are effective and have not been adopted as they are irrelevant to the Group’s operation:
- IFRIC 11, ‘IFRS 2 – Group and treasury share transactions’,
- IFRIC 12, ‘Service concession arrangements’;
- IFRIC 13, ‘Customer loyalty programmes’ and
- IFRIC 14 – The limit on a defined benefit asset, minimum funding requirements and their interaction’. This interpretation
does not have any impact on the group’s consolidated financial statements, as the group does not have defined pension
plans.
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Amendments and interpretations that are not yet effective and have not been early adopted by the Group:
IAS 1

-

(Amendments) - Presentation of Financial Statements (effective 2009)

IFRS 8

-

Operating Segments (effective 2009)

IAS 16

-

(Amendments) - Property, Plant and Equipment (effective 2009)

IAS 19

-

Employee Benefits (effective from 1 January 2009)

IAS 28

-

Investments in Associates (effective from 1 January 2009)

IAS 36

-

(Amendments) - Impairment of Assets (effective 2009)

IAS 38

-

(Amendments) - Intangible assets (effective 2009)

The adoption of IAS 1 and IFRS 8 will result in amendments to the presentation of the consolidated financial statements of
the Group.
The Group will adopt these new standards and amendments to other standards from their effective date. Their adoption is
not expected to have a material impact on the consolidated financial statements of the Group.

2.4 Business Combinations
A business combination is the bringing together of separate entities or businesses into one reporting entity as a result of one
entity, the acquirer, obtaining control of one or more other businesses. The acquisition method of accounting is used to account for business combinations. The consideration transferred for the acquisition is measured as the fair values of the assets
given, equity interests issued and liabilities incurred or assumed at the date of the exchange. The consideration transferred
includes the fair value of any asset or liability resulting from a contingent consideration arrangement. The acquisition related
costs are expensed when incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination (net assets acquired in a business combination) are measured initially at their fair values at the acquisition date.
Non-controlling interest in the subsidiary acquired is recognized at the non-controlling interest’s proportionate share of the
acquiree’s net assets.
When a business combination is achieved in stages, the previously held equity interest in the acquiree is re-measured at its
acquisition-date fair value and the resulting gain or loss is recognized in the statement of income. The fair value of the equity of the acquiree at the acquisition date is determined using valuation techniques and considering the outcome of recent
transactions for similar assets in the same industry in the same geographical region.
The Group separately recognizes contingent liabilities assumed in a business combination if it is a present obligation that
arises from past events and its fair value can be measured reliably.
An indemnification received from the seller in a business combination for the outcome of a contingency or uncertainty related to all or part of a specific asset or liability that is recognised at the acquisition date at its acquisition-date fair value is
recognized as an indemnification asset at the acquisition date at its acquisition-date fair value.
The Group uses provisional values for the initial accounting of a business combination and recognizes any adjustment to
these provisional values within the measurement period which is twelve months from the acquisition date.

2.5 Consolidation
Subsidiaries are entities over which the Group has the power to govern the financial and operating policies generally accompanying a shareholding of more than 50% of voting rights. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether the Group controls another entity. Subsidiaries
are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date
that control ceases.
Non-controlling interest in an acquiree is stated at the non-controlling interest’s proportionate share of the acquiree’s identifiable net assets at the acquisition date and the non-controlling interest’s share of changes in the equity since the date of the
combination. Equity and net income are attributed to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. Non-controlling interest is presented separately in the consolidated balance sheet and
consolidated statement of income. The non controlling interest is classified as a financial liability to the extent there is an
obligation to deliver cash or another financial asset to settle the non controlling interest.
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Consolidated financial statements are prepared using uniform accounting policies for like transactions and other events
in similar circumstances based on latest audited financial statements or audited financial information of subsidiaries. Intra
group balances, transactions, income, expenses and dividends are eliminated in full. Profits and losses resulting from intra
group transactions that are recognized in assets are eliminated in full. If a parent loses control of a subsidiary, it derecognizes
the assets (including any goodwill) and liabilities of the subsidiary at their carrying amounts at the date when control is lost as
well as related non controlling interests. Any investment retained is recognized at fair value at the date when control is lost.
Any resulting difference along with amounts previously directly recognized in the equity is transferred to the consolidated
statement of income.

Transactions with non controlling interests
The Group treats transactions with non controlling interests which do not result in loss or a gain of control as transactions
with equity owners of the Group. For purchases from non-controlling interests, the difference between any consideration
paid and the Parent Company’s share acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains
or losses on disposals to non controlling interests are also recorded in equity as “Equity transactions reserve.”.

2.6 Cash and cash equivalents
Cash on hand, cash at banks term and demand deposits with banks and financial institutions, whose original maturities do
not exceed three months from the date of placements are classified as cash and cash equivalents in the consolidated statement of cash flows.

2.7 Financial Instruments
Classification
The Group classifies its financial assets upon initial recognition based on the purpose of acquiring these financial assets. The
Group classifies its financial assets as “at fair value through profit or loss”, “loans and receivables” or “available for sale
investments”.

Financial assets at fair value through profit or loss
This classification is divided into two sub categories: financial assets held for trading, and those designated at fair value
through profit and loss at inception. Financial assets held for trading are those assets acquired principally for the purpose of
selling in the short term. The financial assets designated at fair value through profit and loss at inception are classified in this
category, if they are managed and their performance is evaluated and internally reported on a fair value basis in accordance
with risk management approved by management or an investment strategy. Derivatives are also categorized as held for trading unless they are designated as hedges.

Loans and receivables
These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. The
Group’s loans and receivables comprise finance receivables, trade and other receivables and cash and cash equivalents in the
balance sheet.

Available for sale investments
These are non-derivative financial assets that are either designated in this category or not included in any of the above categories and are principally, those acquired to be held for an indefinite period of time which could be sold when liquidity is
needed or upon changes in rates of profit.

Financial liabilities
Financial liabilities “other than at fair value through profit or loss” are subsequently measured and carried at amortized cost
using the effective yield method. Equity interests are classified as financial liabilities if there is a contractual obligation to
deliver cash or another financial asset.

Recognition and De-recognition
A financial asset or a financial liability is recognized when the Group becomes a party to the contractual provisions of the
instrument. A financial asset (in whole or in part) is de-recognized when the contractual rights to receive cash flows from the
financial asset has expired or the Group has transferred substantially all risks and rewards of ownership and has not retained
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control. If the Group has retained control, it continues to recognize the financial asset to the extent of its continuing involvement in the financial asset.
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires. Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is treated as a de recognition of the original liability
and recognition of a new liability.
All regular way purchase and sale of financial assets are recognized on the trade date- the date on which the Group commits
to purchase or sell the financial instrument.
Measurement
Financial assets are initially recognized at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss is initially recognized at fair value and
transaction costs are expensed in the consolidated statement of income. Subsequently, available for sale financial assets and
financial assets at fair value through profit or loss are re-measured at fair value. Loans and receivables are carried at amortized cost using the effective interest method.
Gains and losses arising from changes in the fair value of the financial assets at fair value through profit or loss category are
included in the consolidated statement of income in the period in which they arise. Changes in the fair value of monetary
and non-monetary securities classified as available-for-sale are recognized in equity. Changes in the fair value of monetary
securities denominated in a foreign currency and classified as available-for-sale are analyzed between translation differences resulting from changes in amortized cost of the security and other changes in the carrying amount of the security. The
translation differences on monetary securities are recognized in profit or loss, while other changes are recognized in equity.
When available-for sale financial assets are sold or impaired, the accumulated changes in fair value recognized in equity are
transferred to the consolidated statement of income.
Fair values
The fair values of quoted instruments are based on current bid prices. If the market for a financial asset is not active (and
for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of recent arm’s
length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, and option
pricing models making maximum use of market inputs and relying as little as possible on entity-specific inputs. Available for
sale investment whose fair value can not be reliably determined are recorded at cost less impairment.
Impairment of financial asset
A financial asset is impaired if its carrying amount is greater than its estimated recoverable amount. An assessment is made
at each consolidated balance sheet date to determine whether there is objective evidence that a specific financial asset, or
a group of financial assets, may be impaired. In the case of financial asset classified as available for sale, a significant or prolonged decline in the fair value of assets below its cost is considered in determining whether the assets are impaired. If any
such evidence exists for available for sale financial assets, the cumulative loss measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognized in the consolidated
income statement, is removed from equity and recognized in the consolidated income statement. Impairment losses on investment available for sale for equity instruments recognized in the consolidated income statement are not reversed through
the consolidated income statement.
Loans and receivables 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 Central Bank of Kuwait (CBK) instructions, a minimum general provision of 2% is made on
all loans and advances as of 31 December 2006 (net of certain restricted categories of collateral) that are not provided for
specifically. In March 2007, the CBK issued a circular amending the basis of making minimum general provisions on facilities
changing the rate from 2% to 1% for cash facilities and from 0.5% to 1% for non cash facilities. The required rates were
to be applied effective from 1 January 2007 on the net increase in facilities, net of certain restricted categories of collateral
during the reporting period.

24

Kuwait Finance and Investment Company and its Subsidiaries – K.S.C. (closed)
Notes to the Consolidated Financial Statements 31 December, 2008

2.8 Investments in associates
Associates are those entities over which the Group has significant influence but not control, generally accompanying a shareholding of between 20% and 50% of the voting rights. The excess of the cost of investment over the Group’s share of the net
fair value of the associate’s identifiable assets and liabilities is recognised as goodwill. Goodwill on acquisition of associates is
included in the carrying values of investments in associates. Investments in associates are initially recognised at cost and are
subsequently accounted for by the equity method of accounting from the date of significant influence to the date it ceases.
Under the equity method, the Group recognises in the consolidated statement of income, its share of the associate’s post
acquisition results of operations and in equity, its share of post acquisition movements in reserves that the associate directly
recognises in equity. The cumulative post acquisition adjustments, and any impairment, are directly adjusted against the carrying value of the associate. Appropriate adjustments such as depreciation, amortisation and impairment losses are made to
the Group’s share of profit or loss after acquisition to account for the effect of fair value adjustments made at the time of
acquisition.
When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivable, the Group does not recognise further losses unless it has incurred obligations or made payments on behalf of the
associate.

2.9 Property and equipment
Property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost comprises of acquisition costs and all directly attributable costs of bringing the asset to working condition for its intended use. Depreciation is
calculated based on the estimated useful lives of the assets using the straight line method.

2.10 Intangible assets and goodwill
Identifiable non-monetary assets acquired in a business combination and from which future benefits are expected to flow are
treated as intangible assets. Intangible assets comprise of brokerage licence and key money.
Intangible assets which have a finite life are amortized over their useful lives.
Goodwill arises in a business combination and is computed as the excess of the aggregate of: the consideration transferred;
the non-controlling interests proportionate share of the acquiree’s net identifiable assets, if any; and the acquisition-date fair
value of the acquirer’s, previously held, equity interest in the acquiree, over the net of the acquisition-date fair values of the
identifiable assets acquired and liabilities assumed. Any deficit is a gain from a bargain purchase and is recognised directly in
the consolidated statement of income.
Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill is allocated to each of the cash generating
units for the purpose of impairment testing. Gains and losses on disposal of an entity or a part of the entity include the carrying amount of goodwill relating to the entity or the portion sold.
Goodwill and intangible assets with indefinite useful lives are tested at least annually for impairment and carried at cost less
accumulated impairment losses.
Assets are grouped at the lowest levels for which there are separately identifiable cash flows, known as cash generating units
for the purpose of assessing impairment of goodwill and intangible assets. If the recoverable amount of the cash generating
unit is less than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets of the unit pro rata, on the basis of the carrying amount of each
asset in the unit. That relating to goodwill cannot be reversed in a subsequent period. Recoverable amount is the higher of
fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of money and risk specific to the asset for which the estimates of future cash flows have not been adjusted. The Group prepares formal five year
plans for its businesses. These plans are used for the value in use calculation. Long range growth rates are used for cash flows
into perpetuity beyond the five year period. Fair value less costs to sell is determined using valuation techniques and considering the outcome of recent transactions for similar assets in the same industry in the same geographical region.
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2.11 Provisions for liabilities
Provisions for liabilities are recognized when as a result of past events it is probable that an outflow of economic resources
will be required to settle a present legal or constructive obligation; and the amount can be reliably estimated.

2.12 End of service benefits
The Group is liable under The Kuwait Labour Law to make payments under defined benefit plans to employees at termination of employment. Defined benefit plan is un-funded and is based on the liability that would arise on involuntary termination of all employees on the consolidated balance sheet date. This basis is considered to be a reliable approximation of the
present value of the Group’s liability.

2.13 Revenue recognition
Financing income is recognized on a time proportion basis so as to yield a constant periodic interest rate on the balance
outstanding. The recognition of financing income is suspended when loans become impaired such as when overdue by more
than 90 days.
Dividends on equity instruments are recognized when the Group’s right to receive payment is established.
Commission on brokerage services, Management and advisory fees are recognized as the service is provided.

2.14 Foreign currencies
The functional currency of the Group is the Kuwaiti Dinar, which is also the presentational currency of the consolidated financial statements. Foreign currency transactions are translated into Kuwaiti Dinars using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in
the consolidated statement of income.
Net assets in foreign subsidiaries and associates are translated at the exchange rates prevailing at the date of the consolidated balance sheet. Revenues and expenses are translated at the average exchange rates for the year. All resulting exchange
differences are recognized in the reserve of translating financial statements with foreign currencies in the equity.

2.15 Share-based payment transactions
The share option program allows employees to acquire the Parent Company’s shares. According to the requirements of IFRS
(2) - “Share based payment”. The fair value of options granted is recognized as an employee expense in the consolidated
statement of income with corresponding increase in equity. The fair value is measured at grant date and allocated over the
period during which the employees become unconditionally entitled to the options. The amount recognized as an expense
is adjusted to reflect the actual number of share options that vest during each financial year.
The proceeds from share option plan received net of any directly attributable transaction costs are credited to share capital
by nominal value and any excess is recorded as share premium.

2.16 Treasury shares
The cost of the Parent Company’s own shares purchased, including directly attributable costs, is classified under equity. Gains
or losses arising on sale are separately disclosed under shareholders’ equity and these amounts are not available for distribution. These shares are not entitled to cash dividends. 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. Reserves equal to
the cost of treasury shares held are not available for distribution.
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3.

Investments at fair value through profit or loss
Kuwaiti Dinars
2008
Held for trading investments – quoted
Designated at fair value at inception – quoted
Designated at fair value at inception – unquoted

16,935
577,273
28,495,902
29,090,110

2007

12,652,831
14,669,981
42,540,398
69,863,210

The fair value of quoted investments whose value was determined based on year end bid prices.
The fair value of unquoted investments was determined using recent arm’s length market transactions between knowledgeable parties, and other valuation techniques.
Losses from change in fair value resulted has amounted to KD 5,521,597 these losses have been included in the consolidated
statement of income for the year ended 31 December 2008.
During the year, and starting from 1 July 2008 the Group reclassified certain investments classified as held for trading amounting to KD 21,473,991 to available for sale upon the application of the amendments to IAS 39, due to the exceptional decline
in market prices of investments. The amount of unrealized gains recognized in the consolidated statement of income for the
period ended 30 June 2008 was KD 773,760. Had this change not been adopted the loss for the year would have been higher
by KD 2,346,442.
The decline in the fair value below cost after 1 July 2008 amounting to KD 8,765,982 has been transferred from equity to
consolidated statement of income.
Geographical analysis of investments at fair value:
Kuwaiti Dinars
2008
Middle East
Other countries

4.

29,040,864
49,246
29,090,110

2007

69,532,726
330,484
69,863,210

Finance receivables
Kuwaiti Dinars
2008
Gross receivables
Less: discount effect
Provision for credit losses

100,432,167
(9,022,736)
91,409,431
(2,847,954)
88,561,477

2007

109,317,194
(11,883,150)
97,434,044
(3,086,134)
94,347,910

Finance receivables that are due for less than three months are not considered impaired. The total amount of the finance
receivables which are past due but not impaired is KD 5,969,132 as of 31 December 2008 (KD 14,247,486 as of 31 December
2007).
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The following is the maturity analysis of finance receivables:
Kuwaiti Dinars

Less than three months
More than three months and less than six months

2008

2007

25,053,682

10,715,923

7,729,694

5,853,438

More than six months and less than one year

27,502,170

37,993,883

More than a year and up to 5 years

31,123,885

42,870,800

91,409,431

97,434,044

The fair value of collaterals held against finance receivables is KD 92,232,951 as of 31 December 2008 (31 December 2007 - KD
122,172,197).
The fair value of finance receivables as of 31 December 2008 is KD 90,054,392 (2007: KD 94,453,718) by using current discount
market rates prevailing at the consolidated financial statements date.
The movements in provisions are as follows:
Kuwaiti Dinars
Specific
provision

General
provision

Total

Balance as at 1 January 2007

784,245

1,846,250

2,630,495

Provision no longer required

(130,027)

(549,445)

(679,472)

528,764

606,347

1,135,111

Balance as at 31 December 2007

1,182,982

1,903,152

3,086,134

Provision no longer required

(204,100)

(1,648,682)

(1,852,782)

992,077

622,525

1,614,602

787,977

(1,026,157)

(238,180)

1,970,959

876,995

2,847,954

Amounts charged during the year

Amounts charged during the year
Net provision movement during the year
Balance as at 31 December 2008

During the year and based on the instructions of Central Bank of Kuwait KD 923,125 has been written back from 1% general
provision as of 31 December 2006.
The following is the degree of exposure to the credit risk for the finance receivable:
Kuwaiti Dinars
Neither past due nor impaired
High Qualitiy

Medium
Qualitiy

Total

2008
Finance receivables:
Consumer finance

16,641,689

6,477,599

23,119,288

Commercial finance

55,002,092

3,608,956

58,611,048

71,643,781

10,086,555

81,730,336

21,450

30,283,479

30,304,929

50,496,460

389,714

50,886,174

50,517,910

30,673,193

81,191,103

2007
Finance receivables:
Consumer finance
Commercial finance
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5.

Investments available for sale
Kuwaiti Dinars

Quoted equity
Unquoted equity

2008

2007

22,965,316

14,157,536

7,353,783

8,732,902

30,319,099

22,890,438

Market risk by geographical analysis:
Kuwaiti Dinars

Middle East
Other countries

2008

2007

29,959,291

22,889,071

359,808

1,367

30,319,099

22,890,438

During the year, the Group has recorded an impairment loss of KD 22,261,557 (2007: Nil) for certain quoted investments. This
impairment is the difference between the acquisition cost and the fair value of those investments as of 31 December 2008.

6.

Investment in associates
Kuwaiti Dinars
Name

Legal form

Incorporation

% of ownership

Carrying value
2008

2007

Arabian Capital Investment and Finance

K.S.C.C.

Kuwait

24.49%

7,328,600

-

Salbookh Trading Co

K.S.C.C.

Kuwait

23.48%

9,321,983

-

S.A.L.

Lebanon

29.17%

8,454,128

-

25,104,711

-

Arab Finance House Holding
Total

On July 2008, The Group acquired 24.49% of Arabian Capital Investment and Finance (K.S.C.C.) for KD 7,568,182 which includes a provisional goodwill of KD 2,778,201 as of 31 December 2008.
During December 2008, the Group acquired 23.48% of Salbokh Trading Company K.S.C.C. as an associate, which includes a
provisional goodwill of KD 1,689,230 as of 31 December 2008.
The Parent Company is currently preparing a study for cost of purchase allocation over the acquired assets and liabilities,
within the permitted period to prepare such a study, which is 12 months from the acquisition date.
Arab Finance House Holding S.A.L. has been reclassified as an associate from investments at fair value through profit or loss
as the Group owns 29.17% of its share capital. This investment includes goodwill of KD 3,350,076 as of 31 December 2008.
The following is the Group’s share in the assets, liabilities, revenues and results of the associates in accordance with latest
financial statements.
Net (loss)
profit

Assets

Liabilities

Revenues

7,283,005

2,732,606

1,130,788

Salbookh Trading Co (K.S.C.C.)

10,384,178

2,751,425

765,995

-

8,364,615

Arab Finance House Holding (S.A.L.)

10,055,209

4,951,157

502,950

48,845

Unquoted

Name

Arabian Capital Investment and Finance (K.S.C.C.)

Fair Value

(162,579)

Unquoted

(113,734)
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7.

Other assets
Kuwaiti Dinars
2008

Kuwait Clearing Company

2007

301,717

160,232

Other receivables

1,708,360

1,362,304

Accrued income

1,634,707

3,147,953

154,566

280,709

55,800

250,000

3,855,150

5,201,198

Prepayments
Deposit with clearing Company

- Accrued income represents portfolio management fee due from clients and funds managed by the Group.
- Other operating expenses include provisions amounting to KD 1,548,238 for dues from brokerage clients. (2007: Nil).

8.

Intangible assets
Kuwaiti Dinars

Brokerage licence
Key money

2008

2007

22,729,308

24,708,608

23,233

36,533

22,752,541

24,745,141

Management has recognized a decline in value of KD 1,979,300 in the brokerage license based on the current trading patterns at the Kuwait Stock Exchange which is subject to re-evaluation.
Impairment testing
The Group determines whether intangible assets with indefinite useful lives are impaired, at least on an annual basis. This
requires an estimation of the recoverable amount which is determined based on the higher of value-in-use calculations or
fair value less cost to sell.
Management used the following approach to determine values to be assigned to the following key assumptions in the value
in use calculations:
Key assumption

Basis used to determine value to be assigned to key assumption

Growth rate

3% based on expectations of Growth Domestic Product

Discount rate

Discount rates range from 12% to 15% per annum The Discount rate used is pre-tax and reflect
specific risks relating to the relevant cash generating unit.

The Group has performed a sensitivity analysis by varying these input factors by a reasonably possible margin and assessing
whether the change in input factors result in any impairment in the license.
These calculations use pre-tax cash flow projections based on financial budgets approved by management covering a four
year period.
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9.

Bank overdrafts
Bank overdrafts are in Kuwaiti Dinars and are secured by a negative pledge over the Group’s assets.

10. Term loans
These loans are due to local and foreign financial institutions secured by a negative pledge over the Group’s assets.
Loan balance analysis as follows:
Kuwaiti Dinars
2008

Within one year

2007

Loan balance

Interest rate

Loan balance

Interest rate

110,129,666

6.06%

66,703,667

7.35%

From one to two years

4,000,000

6.13%

11,602,666

7.58%

From two to five years

7,000,000

6.57%

3,000,000

8%

121,129,666

81,306,333

11. Bonds
In 2006, the Parent Company issued floating interest rate bonds with a principal amount of KD 21,500,000 at an issue price
of 100%, (1.5% per annum above the Central Bank of Kuwait discount rate) payable semi-annually. The bonds are mature on
1 March 2010 and the interest rate on these bonds is 5.25% (2007: 7.75%). The bonds are secured by a negative pledge over
the Group’s assets with a permission to arrange a syndicated loan of US Dollar 300 million.

12. Other liabilities
Kuwaiti Dinars

Due to suppliers and others
Due to related parties
Employees’ end of service benefits
Accrued expenses and other payables

2008

2007

2,346,401

820,104

-

29,925

318,244

186,949

2,862,524

3,938,126

5,527,169

4,975,104
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13. Share capital and reserves
On 9 April 2008, the general assembly of the Shareholders approved issue of bonus shares of 20% of the share capital. Accordingly, the issued and paid up capital of the Parent Company as of 31 December 2008 is KD 41,930,970 comprising of
419,309,700 shares of 100 fils per share (2007: KD 34,942,475 comprising of 349,424,750 shares of 100 fils per share).
On 2 September 2008, an extraordinary general assembly of shareholders of the Parent Company approved to increase of the
Parent Company’s share capital from KD 41,930,970 to KD 63,735,075 as follows:
- Issue 125,792,911 shares to existing shareholders at 100 fils per share and a share premium of 95 fils per plus and an issue
fee of 5 fils per share.
- Issue 83,861,941 shares to new shareholders after current shareholders waive their right to these shares at 100 fils per share
and a share premium of 145 fils per share plus an issue fees 5 fils per share.
- Issue 8,386,195 shares to employees in accordance with the approved Employee Share Option Plan at 100 fils per share and
a premium of 70 fils per share plus an issue fee of 5 fils.
The shareholders have delegated the Board of Directors in finalizing the procedures of capital increase. The Board of Directors has not called up the above capital increase.

Treasury shares
Kuwaiti Dinars

Number of shares (share)
% to the share capital
Market value (KD)

2008

2007

41,739,466

11,525,000

9.95

3.3

9,487,219

4,494,750

Statutory reserve
As required by the Commercial Companies Law and the Parent Company’s Articles of Association, 10% of the net profit for
the year before contribution to Kuwait Foundation for Advancement of sciences, directors’ remuneration, and National
Labour Support Tax and Zakat expense should be transferred to the statutory reserve. The Parent Company may resolve to
discontinue such annual transfers when it equals 50% of the issued share capital. Distribution of this reserve is limited to the
amount required to enable the payment of a dividend of 5% of paid up share capital in years when retained earnings are
not sufficient for the payment of a dividend of that amount. There is no transfer to statutory reserve in the current year due
to losses.

General reserve
In accordance with Kuwait’s Law of Commercial Companies and the Parent Company’s article of association, the Board of
Directors may propose appropriation from net profit to the general reserve. Due to losses, no such appropriation is proposed
(2007: 10% of net profit).

Dividends
In April 2008, the shareholders approved a cash dividend of 30 fils per share after deduct the treasury shares and a bonus
share issue of 20% for the year ended 31 December 2007.
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14. Investment (losses)/ income
Kuwaiti Dinars
2008

2007

Available for sale investments:
Cash dividends
Impairment
(Losses)/ gains on sale

575,798

212,166

(22,261,557)

-

(246,470)

8,474,461

(21,932,229)

8,686,627

At fair value through profit or loss
Gain on sale
Change in fair value
Dividend Income

Interest income
Negative goodwill on acquisition of a subsidiary

1,719,500

3,273,641

(6,325,874)

2,125,262

1,959,974

-

(2,646,400)

5,398,903

19,712

202,145

-

5,482,752

(24,558,917)

19,770,427

15. (Losses)/ earnings per share
(Losses)/ earnings per share is computed by dividing the net (losses)/ profit for the year by the weighted average number of
ordinary shares outstanding during the year as follows:
Kuwaiti Dinars
2008

2007
(Restated)

Net (loss)/ profit for the year

(25,277,132)

21,788,829

Weighted average number of outstanding shares during the year

396,057,569

415,079,313

(Losses)/ earnings per share (fils)

(63.82)

52.49

The bonus shares issued in 2008 have been have been taken into consideration when calculating the earnings per share for
the current and previous year.
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16. Acquisition of additional shares in subsidiaries
During the year, the Group acquired additional equity shares of 29% and 9.48% of its subsidiaries KFIC Brokerage Company
and Private Equity Fund respectively. Accordingly the Group’s share in these subsidiaries increased to 94% and 66.97% respectively.
The following are the assets and liabilities acquired as of 31 March 2008 for KFIC brokerage and 30 June 2008 for Private
Equity Fund (the acquisition dates).
KFIC
brokerage

Cash and cash equivalent
Receivables
Investments at fair value through profit or loss
Guarantee of Brokerage operation
Investments available for sale
Fixed and intangible assets
License
Payables
End of service indemnity
Term loan
Net assets on acquisition date

Private
Equity Fund

2,531,388

Total

92,995

2,624,383

353,690

1,128,358

1,482,048

6,612,382

44,878,393

51,490,775

250,000

-

250,000

9,923,933

-

9,923,933

188,703

-

188,703

24,708,608

-

24,708,608

(14,930,547)

(720,943)

(15,651,490)

(48,065)

-

(48,065)

-

(1,322,166)

(1,322,166)

29,590,092

44,056,637

73,646,729

Group’s share in net assets acquired

8,581,127

4,178,275

12,759,402

Paid for acquisition

7,830,000

4,798,621

12,628,621

751,127

(620,346)

130,781

Equity transaction reserve

The difference between amount paid on acquisition and the corresponding share of net asset value is included in equity as
“Equity holder transactions reserve”.
From the date of acquisition, KFIC brokerage has contributed revenues of KD 894,488 and net losses for the year ended 31
December 2008 of KD 595,225 to the net profit of the group. If the acquisition had taken place on 1 January 2008, the Group
revenue would have been higher by KD 317,654 and net losses would have been lower by KD 235,849.
From the date of acquisition, Private Equity Fund has contributed expenses of KD 425,166 and net loss of KD 819,204 to the
net profit of the group. If the acquisition had taken place on 1 January 2008, the Group expenses would have been lower by
KD 346,717 and net losses would have been lower by KD 297,796.
There is no effect from adopting of IFRS ‘3’ and IAS ‘27’ on the consolidated financial statements, as the Group was treating
minority interest as inter-Group transaction.
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17. Related parties transactions
Related parties represent major shareholders, directors and key management personnel of the group, and entities controlled,
jointly controlled or significantly influenced by such parties. All related party transactions are carried out on terms approved
by Group management.
The related party transactions included in the consolidated financial statement are as follows:

Number of directors and
executive officers

Amount
(Kuwaiti Dinars)

2008

2007

2008

2007

2

3

2,020,954

2,800,609

Directors
Finance receivables
Related parties balances
Kuwaiti Dinars

Due from other related parties
Investments and funds managed in a fiduciary capacity

2008

2007

-

29,925

39,372,068

43,932,129

Related parties transactions
Kuwaiti Dinars

Management fees earned
Interest income

2008

2007

191,772

231,095

11,327

187,074

1,427,401

1,402,022

Key management compensation:
Salaries and other short term benefits

18. Employee Share Ownership Plan (ESOP)
-

As mentioned in Note (13), the shareholders approved issue of 8,386,195 shares as share option plan for employees’ at
170 fils per share (100 fils per share plus 70 fils share premium)

-

During the year ended 31 December 2008, the ESOP terms have been finalised, its terms do not have a material impact
on the Group’s consolidated financial statements.

35

36

5,398,378

95,661,166

52,721,951

91,289,529

69,250,827

Segment assets

Segment liabilities

-

-

5,595,372

6,183,961

11,582,339

6,351,370

11,946,742

2007

Net profit/ (loss)

Unallocated expenses

Allocated expenses

Segment results

2008

Finance

54,396,640

72,380,393

(8,042,658)

-

4,164,155

(3,878,503)

2008

31,764,836

21,703,453

4,922,221

-

4,256,688

9,178,909

2007

Investment and corporate
finance

Kuwaiti Dinars

35,185,221

9,547,506

(20,687,022)

-

3,975,808

(16,711,214)

2008

31,700,358

34,539,851

10,748,666

-

2,529,812

13,278,478

2007

Asset management

The Group is operating principally in the state of Kuwait through the following segments:

19. Segment Information
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926,505

30,361,058

(3,423,504)

-

6,475,504

3,052,000

2008

726,954

71,637,854

2,510,567

-

1,378,278

3,888,845

2007

Financial brokerage and
online trading

159,759,193

203,578,486

(26,557,812)

-

20,966,837

(5,590,975)

2008

Total

116,914,099

223,542,324

22,698,115

881,717

14,348,739

37,928,571

2007
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20. Financial risk management
The Group’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. Market risk is being
subdivided into interest rate risk, equity price risk, currency risk and prepayment risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on the
Group’s financial performance. The Group has Risk Management department whereby risks are identified, measured and
monitored. Following is the general framework of the risk management policies applied in the Group.
Risk management structure
Board of Directors
The Board of Directors of the Parent Company is responsible for developing the overall risk management framework, and
approving risk strategies and principles.

Treasury Department
Treasury department is responsible for managing the Group’s assets and liabilities and also responsible for monitoring the
funding and liquidity management.

Risk management and reporting system
Monitoring of risks is managed through reports provided by risk management department and through limits set by the
Board of Directors. These limits reflect the Group’s business strategy and market conditions and the environment in which
the Group is operating.

20.1 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 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.
(i) Foreign currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to a change in foreign exchange rates. The
Group is exposed to foreign exchange risk arising from various currency exposures, US Dollar, United Arab Emirates Dirham,
Saudi Riyal and Qatari Riyal.
The Group monitors foreign currency exposure on an ongoing basis.
In case of an increase in the exchange rate of the following currencies with 5% against the Kuwaiti Dinar, with all other variables held constant, the Group’s net income and equity would have been shifted by the following amounts :
2008
Description

Impact on the
consolidated
statement of
income

2007
Impact on
equity

Impact on the
consolidated
statement of
income

Impact on
equity

USD

572,831

190,569

1,173,938

298,300

SAR

5,919

25,013

-

45,572

UAD

6,465

470,193

148,867

319,108

QR

1,897

292,170

604,787

-

30,324

37,879

-

-

Other
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The following is the net position of foreign currencies:
2008

Net position of major currencies

2007

Net position of major currencies

USD

SAR

UAD

QR

Other

15,268,007

618,625

9,533,156

5,881,346

1,364,074

USD

SAR

UAD

QR

Other

29,444,753

911,431

9,359,495

12,095,748

1,122,442

(ii) Price risk
Equity price risk arises from changes in the fair value of equity investments, The Group is exposed to price risk arising from
investments that are classified as “available for sale”, or “at fair value through profit or loss”.
To manage this risk, the Group diversifies its investments in various segments and markets to avoid concentration risk.
Furthermore, the Group has its own policies in terms of studying and evaluating investment opportunities. These policies
are implemented through the authority matrix approved by the board of directors.
For unquoted investments, the Group on a regular basis prepares studies to determine whether there is an impairment in
value of these investments.
The table below summarizes the impact of an increase in the various stock exchange indexes on the group’s net (loss)/
profit for the year and on equity. The following analysis is based on the assumption that the equity indexes would increase
by 10% with all other variables held constant.

Impact on the consolidated
statement of income
2008

Kuwait stock exchange
Qatar stock exchange
Dubai stock exchange
Jordan market
Other
Total

38

Impact on Equity

2007

2008

2007

1,694

746,588

1,049,323

777,538

-

1,209,575

584,341

-

-

58,221

571,300

638,216

57,727

-

-

-

-

-

125,784

-

59,421

2,014,384

2,330,748

1,415,754
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The following analysis is based on the assumption that the equity indexes would decrease by 10% with all other variables
held constant.
Impact on the consolidated
statement of income
2008

Impact on Equity

2007

2008

2007

Kuwait stock exchange

669,733

746,588

381,284

777,538

Qatar stock exchange

584,341

1,209,575

-

-

Dubai stock exchange

281,979

58,221

289,321

638,216

Jordan market

57,727

-

27,116

-

Other

98,668

-

-

-

1,692,448

2,014,384

697,721

1,415,754

Total

(iii) Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in the market interest
rates. Interest rate risk arises from the possibility that changes in interest rates will affect the value of the underlying financial instruments. The Group is exposed to the risk of fluctuations in cash flows resulting from changes in interest rates
through borrowings bear floating interest rates.
The Group is exposed to interest rate risk as a result of mismatches or gaps in the amounts of assets and liabilities that
mature or reprise in a given period. The Group manages this risk by matching the repricing of assets and liabilities through
risk management strategies.
If interest rates increased by 5%, the net (loss)/ profit would have decreased by the KD 459,593 for the year ended 31
December 2008 (2007: KD 450,626)
The Group’s exposure to change in interest rates on term loans as follows:
Kuwaiti Dinars

Within six months

2008

2007

84,145,250

23,306,333
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20.2 Credit risk
Credit risk is the risk that the Group will incur a loss because counterparties failed to discharge their contractual obligations.
Assets that are exposed to credit risk are cash, cash equivalents, deposits with banks and financial institutions, and finance
receivables.
The Group manages the credit risk related to cash, and deposits at banks through dealing with local and foreign financial
institutions, which have a good credit reputation. In terms of the finance receivables, the Group established the following
policies to mitigate the credit risk of the finance receivable.

Credit Risk Management framework
The group placed credit policy to define the criteria of credit granting process. The Board of Directors approved this credit
policy. Any amendment to that policy has to be approved from the board of directors. Furthermore, Credit committees have
been formed to decide on granting loans process.

Collateral
Finance receivables are secured against investments in quoted and unquoted securities, real estate and balances held in fiduciary portfolios, on behalf of the borrowers, managed by the Group. Management monitors the market value of collateral,
requests additional collateral in accordance with the underlying agreement, and monitors the market value of collateral
obtained during its review of the adequacy of the provision for credit losses.
The Group classifies its customers according to risk exposure as the following:
- High Quality: Regular exposures covered fully by collateral in excess of 100% of the amount outstanding.
- Standard Quality: All other regular exposures where the collateral does not fully cover the amount outstanding.
As of 31 December 2008 the finance receivables which are fully covered by collateral is 55% % (2007: 57%) of the total balance of the finance receivables.

Credit Risk Measurement
The Group measures credit risk in terms of asset quality using two primary measures – the provisioning ratio and the non
performing finance receivables ratio.

Definitions of past due and impaired
The following classification of credit exposures is considered by the Group for identifying impaired credit facilities.
No of days past due

Classification

More than 30 days but not exceeding 90 days

Watch list

More than 90 days but not exceeding 180 days

Substandard

More than 180 days but not exceeding 365 days

Doubtful

More than 365 days

Bad

The maximum exposure to credit risk as at the consolidated balance sheet date is the carrying amount of each financial asset
on the consolidated balance sheet date.
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Hereunder, the assets exposed to credit risk with out considering the collaterals.
Kuwaiti Dinars
2008

Cash at banks
Finance receivables

2007

2,986,689

5,547,387

88,561,477

94,347,910

91,548,166

99,895,297

20.3 Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated with financial instruments.
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities. To provide liquidity, the Group provided various funding sources,
and managing its assets to provide the required liquidity and monitoring the cash flows on regular basis. This requires an
estimate of the future cash flows and guarantees the sufficient collaterals to obtain the required facility in the reasonable
time when required.
The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining period
at the consolidated balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not
significant.

Maturity profile of liabilities at 31 December 2008:

Kuwaiti Dinars
Up to 3
month

3 - 6 months

6 months
– 1 year

1 – 3 years

Over 3
years

Total

Bank overdraft

11,645,816

-

-

-

-

11,645,816

Term loans

69,801,375

16,252,517

27,047,256

8,068,110

4,405,370

125,574,628

352,660

285,323

576,917

21,684,990

-

22,899,890

5,527,169

-

-

-

-

5,527,169

87,327,020

16,537,840

27,624,173

29,753,100

4,405,370

165,647,503

LIABILITIES

Bonds
Other liabilities

Maturity profile of liabilities at 31 December 2007:
Kuwaiti Dinars
Up to 3
month

3 - 6 months

6 months –
1 year

1 – 3 years

Over 3 years

Total

9,213,370

-

-

-

-

9,213,370

40,250,782

17,637,730

11,287,744

14,523,576

1,018,288

84,718,120

407,903

394,017

792,365

23,327,201

-

24,921,486

4,975,104

-

-

-

-

4,975,104

54,847,159

18,031,747

12,080,109

37,850,777

1,018,288

123,828,080

LIABILITIES
Bank overdraft
Term loans
Bonds
Other liabilities
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20.4 Prepayment risk
Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties repay or request
earlier or later than expected. The Group is not significantly exposed to prepayment risk.

20.5 Capital risk management
The Parent Company objectives when managing capital are to safeguard its ability to continue as a going concern in order
to provide returns for shareholders and benefits for other stakeholders. To maintain or change, the Parent Company may
adjust the dividends paid to the shareholders, or return the capital, or issue new shares or sale assets to reduce its debts. In
order to maintain or adjust the capital structure, as followed by the other Companies in the same business, the Group monitors capital on the basis of gearing ratio. The ratio is calculated as net debt divided by total capital. Net debt is calculated
as total borrowings less cash and cash equivalents. Total capital is calculated as equity as shown in the consolidated balance
sheet plus net debt.
During the year, and due to unusual and unexpected circumstances in the global economy, the gearing ratio of the Group
has been affected significantly due to the severe decrease in the equity market which in turn resulted in a severe decrease
in the equity of the Group, the management is currently working to resolve the gearing ratio to 50% through effecting a
capital increase.

The gearing ration as at 31 December 2008 and 2007 were as follows:
Kuwaiti Dinars

Total borrowings
Less: Bank balances
Net debt

2008

2007

154,232,024

111,938,995

(2,986,689)

(5,547,387)

151,245,335

106,391,608

Total equity

43,819,293

106,628,225

Total capital

195,064,628

213,019,833

77.54%

49.94%

Gearing ratio

21. Critical accounting estimates and assumptions
The following are the areas involving a high degree of judgment or complexity or areas where assumptions and estimates are
significant to the consolidated financial statements.

Judgments

Classification of financial instruments
Management has to decide on acquisition of a financial instrument whether it should be classified as at fair value through
profit and loss or available for sale. In making that judgment the Company considers the primary purpose for which it is
acquired and how it intends to manage and report its performance. Such judgment determines whether it is subsequently
measured at cost or at fair value and if the changes in fair value of instruments are reported in the consolidated income statement or directly in equity. The Group classified investments as trading investments when acquired principally for the purpose
of generating profits in the short term. All other investments are classified as available for sale investments
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Evidence of impairment
Management determines the impairment in equity instruments classified as available for sale when there is a significant or
prolonged decline in the fair value of these investments. Determination of what is significant or prolonged requires judgment from management. The Group evaluates, among other factors, the usual fluctuation of listed stock prices, expected
cash flows and discount rates of unquoted investments, impairment is considered appropriate when there is objective evidence on the deterioration of the financial position for the investee, including factors such as industry and sector performance, changes in technology and operational and financing cash flows.

Impairment in tangible assets
The Group studies the impairment in value of intangible assets as per the accounting policy mentioned in Note (2.10). The
recoverable amount is determined on its value-in-use. This requires setting some estimates as mentioned in Note (8).

Estimation uncertainty
The Group determines assumptions relating to future. The outcomes of accounting estimation are rarely equal to the actual
results. Estimations and assumptions that have material impact attributable to adjustments affecting the carrying values of
the assets and liabilities during the next financial year are as follows:

Fair value of unquoted equity investments
Valuation techniques of unquoted equity investments is in which estimates are used representing the expected cash flows
discount rates, return trades, adjusted local market prices, credit risks, related cost and other valuation techniques leased by
the practices generally. The Group calibrates the valuation techniques periodically and tests these for validity using either
prices from observable current market transactions in the same instrument or other available observable market data.

Impairment losses on loans and receivables
The Group reviews non performing loans on an ongoing basis to assess whether a provision for impairment should be recorded in the consolidated income statement. In particular, considerable judgment by management is required in the estimation of the amount and timing of future cash flows when determining the level of provisions required. Such estimates are
necessarily based on assumptions about several factors involving varying degrees of judgment and uncertainty, and actual
results may differ resulting in future changes to such provisions.

Tangible and intangible assets
The Group estimates useful lives and residual values of tangible assets and intangible assets with definite useful lives.
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22. Contingent liabilities
Kuwaiti Dinars

Purchase of available for sale investments

2008

2007

-

275,000

23. Fiduciary assets
As of 31 December 2008, portfolios under management amounted to KD 406,079,072 (2007: KD 782,768,240).

24. Subsequent events
Subsequent to the consolidated balance sheet date there has been a significant dilution in the markets where the Group’s
investments are listed. As a result the market value of the Group’s investments subsequently declined from KD 23,559,524 to
KD 22,071,361
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