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“M

apping a journey that started 2500
years ago with the invention of the
Abacus and ended only 30 years ago with
the introduction of the first electronic
calculator, this year’s Annual Report
traces the evolution of the most ingenious
calculating devices.

”

The Abacus
Based on the relative positions
of two sets of beads moving on
parallel strings, the Abacus first
appeared in Asia Minor 2500 years
ago and is still in use today.
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Shickard’s Machine
The first known adding machine
designed by Wilhem Shickard in
1623. Named Calculating Clock,
the machine was able to add and
subtract up to six digit numbers.

5

BOARD OF DIRECTORS

The Arithmometer
1n 1820, Charles Xavier Thomas
the Colmar of France made the
Arithmometer, a machine capable
of performing the four operations
in a simple and reliable way.
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MANAGEMENT

Abdul Rahman Ali Al Saeed
Vice Chairman and Managing Director
Nasser Ali Al Attar
Executive Vice President
Finance Division
Hamzah Mahmoud Behbehani
Executive Vice President
Investment Division
Osama Nasr Al Din Mohamed
Executive Vice President
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William Seward Burroughs
Sometime between 1880 and 1884,
William S. Burroughs worked in
developing this adding machine
with a full keyboard and printing
capabilities.
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Chairman’s Message
Esteemed Shareholders…
It gives me great pride and pleasure to
submit the 4th Annual Report of Kuwait
Finance and Investment Company (KFIC)
which summarizes the Company’s main
activities and its financial statements as of
31 December 2004.
2004 represented a major turning point
for KFIC, never been experienced since
inception, almost 5 years ago. The Board
of Directors, once trusted to assume
duties, endeavored to meet most of your
aspirations, if not all, in the shortest
possible time.
The cooperation of the shareholders along
with their continued support, prevailed in
the General Assembly meetings over the
year, had an effective and positive impact
to push forward our scheme of change
and development.

The Victor
Designed originally by Oliver D.
Johantgen(1875-1932)without
printing capabilities, the Victor
110 was a full keyboard adding
machine improved to have printing
capabilities 3 years later.
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The transformation phase requirements
were multi-dimensional, a precise plan
was needed to successfully achieve the
intended goals and adequately maintain
the necessary coordination among
concerned parties. We were fortunate that
the plan went without any effect to the
flow of activities in general, and without
rendering client-service in particular.
Our clients contended successfully with
this development that provided them with
advanced and versatile services.
The Board of Directors were constantly
eager to see KFIC situated distinctively
among its peers. The addition of the
new activities to KFIC’s Articles of
Association provided the cornerstone
of the successful achievements which
allows your company to conduct its
business by providing the investment
services in all forms and in turn provided
your company with an exclusivity in the
local market by providing finance and
investment services.

The Board of Directors, in prioritizing
its goals, put forth the company’s
restructuring on top of its list. A structure
that would reflect the new and complete
vision of your company. To this end, highly
experienced and well trained professionals
were recruited to support the new activities
and sustain increased efficiency to the
existing finance services. This change
required as well an imminent upgrading
and updating of KFIC’s infrastructure
and information systems, targeting extra
efficiency, quality and promoting further
improvements to customer service in the
most dynamic manner.
The main objective of the newly added
services is for KFIC to achieve increased
profit and to maintain excellent financial
position. The achieved profits in 2004
represented a superior performance
in quantity as well as quality. KFIC
successfully managed to diversify income
resources and manage risks accordingly.
KFIC set the record by achieving quarterly
favorable revenues ending with a total net
profit of KD 6.1 million in 2004 compared
to KD 1.8 million in 2003, a 232% increase
and 30.7 fils earning per share, compared
to 10.7 fils in 2003, a 188% growth. The
diversification of income resources is
reflected through the 57% contribution of
finance segment to KFIC’s gross revenues
compared to 87% in 2003.

The Compucorp 100 – Series
The line of the 100 - Series
calculators, introduced in 1971,
included a wide range of machines
focused on scientific, statistical
and surveying applications.

KFIC’s outstanding achievements in 2004
were not limited to excellent profits; other
notable accomplishments were realized
including the following:
1. 25% capital increase with 50 fils
premium per share.
2. 68.4% increase in shareholders’
equity value compared to 2003.
3. 31% increase in finance receivables
compared to 2003.
4. Inauguration of the biggest
Customer Service Hall.
5. Approval of the new organizational
structure.
6. Repayment of bonds due on 31
December 2004.
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Esteemed Shareholders…
With your continued support, the
Board of Directors look forward with
confidence to reap the benefits of
KFIC’s transformation in the coming
years through enforcing the bases that
will provide continued added value by
being a provider of investment services
locally, regionally and internationally.
And in doing so, the Board is planning to
form major strategic alliances to further
improve KFIC’s presence for better
customer service anytime, anywhere.
The current and anticipated economic and
political surroundings contribute to the
accomplishment of KFIC’s aspirations.
KFIC’s remarkable reputation attracts
reputable financial institutions to join
forces to provide mutually favorable
client services and products. Investment
Funds are vital products that will insure
KFIC’s distinguished market presence.
Hence, KFIC plans to provide customers
with outstanding products to attract their
investments.
KFIC has remarkably established the
infrastructure for providing the online
trading services not only locally, but
regionally and internationally. We
believe that the strategic alliances that
the company is engaged in will be the
nucleus to provide this service.

The Compucorp 250 – 1
Manufactured during 1980, the
Compucorp 250 – 1 represents
the next generation of Compucorp
calculators. The new machine
reduces the number of chips needed
to implement a calculator as well
as additional capabilities.
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KFIC has established itself with great
success in the finance services. Our
increased presence will be even more
evident through the launch of new
branches and successfully obtaining
continued distinctive market share,
considering the company’s relatively
short existence.

Esteemed Shareholders…
In view of KFIC’s exceptional 2004
profit achievements, the Board of
Directors propose a profit distribution as
of 31 December 2004 as follows:

•
•

5% cash dividend.
10% bonus shares.

In conclusion, and on behalf of the
Board of Directors, I would like
to express my sincere appreciation
and gratitude to shareholders for
their continuous support and to the
management for their sincere efforts and
devotion.
I would also like to express our gratitude
and acknowledgement to the Central
Bank of Kuwait, the Ministry of
Commerce and Industry and all other
official Authorities for their support.
Finally, I ask Allah Almighty to protect
Kuwait and its people under the
patronage of His Highness the Amir
of Kuwait, The Crown Prince and the
Prime Minister.

T182 Graphic Calculator
Designed in 1997, this calculator
offers a basic set of graphing
tools for mathematics and science
coursework.
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Kuwait Finance and Investment Company

(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Kuwait

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS
We have audited the accompanying balance sheet of Kuwait Finance and Investment Company (formerly Kuwait
Financing Services Company) K.S.C. (closed) as of 31 December 2004, and the related statements of income,
changes in equity and cash flows for the year then ended.
Respective responsibilities of the Company’s management and auditors
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit. The financial statements for the year ended 31 December 2003
were audited by other auditors who jointly issued an unqualified report dated 24 January 2004.
Basis of Opinion
We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company
as of 31 December 2004, and of the results of its operations and its cash flows for the year then ended in accordance
with International Financial Reporting Standards.
Furthermore, in our opinion, proper books of accounts have been kept by the Company and the 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 all the information and explanations that we required for the
purpose of our audit and that the financial statements incorporate all information that is required by the Commercial
Companies Law of 1960, as amended, and by the Company’s Articles of Association; that inventory was duly carried
out; and that to the best of our knowledge and belief, no violation of the Commercial Companies Law of 1960 as
amended, or of the Articles of Association of the Company have occurred during the year ended 31 December 2004
that might have had a material effect on the business of the Company or on its financial position.
We further report that, during the course of our examination, 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 2004.

Bader A. Al-Wazzan
Licence No 62.A
PricewaterhouseCoppers
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Barrak Al-Ateeqi
Licence No. 69 A
An Independent Member of
B.K.R. International

Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Balance Sheet as of 31 December 2004
(All amounts are in Kuwaiti Dinars)

Note

2004

2003

ASSETS
Bank balances

780,928

318,660

Finance receivables

3

68,862,192

52,618,914

Investment securities

4

14,423,955

6,485,000

Other assets

5

975,930

147,891

Property and equipment

6

239,123

146,454

85,282,128

59,716,919

1,278,865

2,844,514

51,000,000

21,000,000

-

14,939,933

2,317,500

2,715,135

54,596,365

41,499,582

22,098,008

15,900,000

2,210,849

-

(869,321)

-

85,017

-

TOTAL ASSETS
LIABILITIES AND EQUITY
LIABILITIES
Bank overdraft
Term loans

7

Bonds
Other liabilities

8

EQUITY
Share capital

9

Share premium
Treasury shares

10

Treasury shares reserve
Statutory reserve

11

1,066,961

430,596

General reserve

12

906,625

358,674

1,872,923

256,067

3,314,701

1,272,000

30,685,763

18,217,337

85,282,128

59,716,919

Retained earnings
Proposed dividend
TOTAL LIABILITIES AND EQUITY

Saleh Yacoub Al Humaizi
Chairman
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Abdulrahman Ali Al Saeed
Vice Chairman & Managing
Director
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Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Statement of Income - Year ended 31 December 2004
(All amounts are in Kuwaiti Dinars)

Note
INCOME
Financing income

2004

2003

6,248,517

4,525,353

3,837,070

475,176

920,152

140,363

40,670

23,353

11,046,409

5,164,245

1,006,647

816,186

86,933

71,012

Marketing expenses

206,609

110,755

Other operating expenses

472,516

272,973

Provisions

523,367

829,651

2,386,691

1,133,390

Contribution to Kuwait Foundation for the Advancement of Sciences

57,273

17,373

Directorsʼ remuneration

50,000

52,500

140,500

17,816

4,930,536

3,321,656

6,115,873

1,842,589

Investments income

14

Management and advisory fees
Other income
EXPENSES
Staff expenses
Depreciation

Finance cost

National labour support tax
Net profit for the year
Earnings Per Share (fils)

The attached notes form an integral part of these financial statements.
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15

30.7

10.7

15

41,048
2,169,801
2,210,849

586,407
4,339,601
22,098,008

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

-

15,900,000
1,272,000

-

Balance at 31 December 2003
Issue of bonus shares
Issue of shares according to the employee
share ownership plan
Issue of share capital
Purchase of treasury shares
Sale of treasury shares
Net profit for the year
Transfers to reserves
Proposed dividend
Balance at 31 December 2004

Share
Premium

15,000,000
900,000
15,900,000

Share
capital

Balance at 31 December 2002
Issue of bonus shares
Net profit for the year
Transfers to reserves
Proposed dividends
Balance at 31 December 2003

(All amounts are in Kuwaiti Dinars)

Statement of Changes in Equity - Year ended 31 December 2004

Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)

-

-

-

(2,248,759)
1,379,438
(869,321)

Treasury
shares

-

-

-

-

85,017
85,017

Treasury
shares
reserve

636,365
1,066,961

-

430,596
-

237,568
193,028
430,596

Statutory
reserve

547,951
906,625

-

358,674
-

193,718
164,956
358,674

General
reserve

6,115,873
(1,184,316)
(3,314,701)
1,872,923

-

256,067
-

43,462
1,842,589
(357,984)
(1,272,000)
256,067

Retained
earnings

3,314,701
3,314,701

-

1,272,000
(1,272,000)

900,000
(900,000)
1,272,000
1,272,000

Proposed
dividend

6,509,402
(2,248,759)
1,464,455
6,115,873
30,685,763

627,455

18,217,337
-

16,374,748
1,842,589
18,217,337

Total

Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Statement of Cash Flows - Year ended 31 December 2004
(All amounts are in Kuwaiti Dinars)

Operating Activities
Net profit for the year
Adjustments for:
Depreciation
Provisions
Amortisation of bond issue fees
Available for sale investment income
Interest income
Finance cost
Operating profit before changes in operating assets and liabilities:
Finance receivables
Held for trading securities
Other assets
Other liabilities
Net cash used in operating activities

Note

Investing Activities
Dividends received
Interest received
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of investments available for sale
Sale of investments available for sale
Net cash used in investing activities
Financing Activities
Term loans
Repayments of bonds
Finance cost paid
Increase in share capital
Purchase of treasury shares
Sale of treasury shares
Net cash from financing activities
Increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
The attached notes form an integral part of these financial statements.
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2004

2003

6,115,873

1,842,589

86,932
523,367
60,067
(2,525,150)
(75,106)
2,386,691
6,572,674
(16,766,645)
(4,203,621)
(828,039)
(655,475)
(15,881,106)

71,012
829,651
63,066
(460,000)
(3,297)
1,139,990
3,483,011
(29,114,116)
(39,336)
1,398,154
(24,272,287)

160,000
75,106
(179,601)
(1,520,184)
150,000
(1,314,679)

3,297
(29,225)
17,690
(1,605,000)
(1,613,238)

30,000,000
(15,000,000)
(2,128,851)
7,136,857
(2,248,759)
1,464,455
19,223,702

21,000,000
(1,139,990)
19,860,010

2,027,917

(6,025,515)

(2,525,854)
(497,937)

3,499,661
(2,525,854)

Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Notes to the Financial Statements - 31 December 2004
(All amounts are in Kuwaiti Dinars unless otherwise stated)

1.

Constitution of activities
Kuwait Financing Services Company K.S.C. (the Company) is a Kuwaiti closed shareholding Company
incorporated on 29 March 2000 in accordance with Commercial Companies Law No. 15 of 1960. The
Company is regulated by the Central Bank of Kuwait as an investment company.
The Company is principally engaged in consumer and commercial financing activities. Its registered office is at
Building No. 2, Rashid Salim Ali Al-Rashid Building, Murqab, Kuwait City.
In April 2004, the Company’ shareholders approved changing the Company’s name to Kuwait Finance and
Investment Company K.S.C. (Closed) and the addition of new activities related mainly to management of funds
and portfolio investment.
The Company operates in Kuwait and employed 78 employees as of 31 December 2004
(31 December 2003: 63).
These financial statements were authorized for issue by the Board of Directors on 31 January 2005 and are
subject to the approval of the shareholders.

2.

Significant accounting policies

2.1

Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting
Standard (IFRS) under the historical cost basis of measurement, as modified by the revaluation of available
for sale investment securities and financial assets and liabilities held for trading.
The preparation of financial statements in conformity with IFRS requires the use of 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 financial statements and the reported
amounts of revenues and expenses during the reporting period. Although these estimates are based on
management’s best knowledge of current events and actions, actual results ultimately may differ from
those estimates.

2.2

Cash and cash equivalents
For the purpose of the statement of cash flows, cash equivalents comprise balances less than three months
maturity from the date of acquisition including cash and bank balances and short term deposits, highly liquid
investments readily convertible to known amounts of cash and subject to insignificant risk of changes in
value, net of outstanding bank overdrafts.

2.3

Financial Instruments – Classification, recognition and measurement
Classification
The Company classifies its financial instruments at initial recognition as follows, based on the purpose for
which the investments are acquired.
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Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Notes to the Financial Statements - 31 December 2004
(All amounts are in Kuwaiti Dinars unless otherwise stated)

Held for Trading Investments
Held for trading investments are investments that are acquired for generating a profit from short-term
fluctuations in price or are included in a portfolio in which a pattern of short-term profit taking exists.
Originated Financial Assets
Financial assets that are created by the Company by providing money directly to a borrower are classified as
“Originated Financial assets’’. This includes finance receivables and originated loans-debt securities.
Available for Sale Investments
All other financial instruments are classified as Available for Sale Investments and are principally those
investments intended to be held for an indefinite period of time, which may be sold in response to needs for
liquidity or changes of interest rates.
Recognition
A financial instrument or a financial liability is recognised when the Company becomes a party to the contractual
provisions of the instrument. All regular way purchases and sales of financial assets are recognised on the
trade date, i.e., the date that the Company commits to purchase or sell the asset.
Measurement
All financial instruments are initially recognised at cost on the trade date, which includes transaction costs.
Held for Trading and Available-for-Sale investments are subsequently carried at fair value. Realised and
unrealised gains and losses arising from changes in the fair value are included in the income statement of the
period in which they arise.
Originated financial assets are carried at amortised cost using the effective yield method, less any provision for
impairment.
Fair values
The fair values of quoted financial instruments are based on quoted bid prices. Fair values of unquoted financial
instruments are estimated using applicable price/earnings or price/cash flow ratios refined to reflect the specific
circumstances of the issuer. Equity instruments whose fair values cannot be measured reliably are recognised at
cost less impairment.
The fair value of interest bearing financial instruments is estimated based on discounted cash flows using
interest rates for items with similar remaining maturities.
2.4

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and impairment losses. When assets
are sold or retired, their cost and accumulated depreciation are eliminated from the accounts and any gain or
loss resulting from their disposal is included in the statement of income.
Depreciation is computed on a straight-line basis over the estimated useful lives of 1-5 years. The useful life
is reviewed and adjusted if appropriate, at each balance sheet date.

2.5
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Impairment and uncollectibility of assets
An assessment is made at each balance sheet date to determine whether there is objective evidence that a
specific asset may be impaired. If such evidence exists, asset is written down to its recoverable amount and
the impairment loss is recognised in the income statement, the recoverable amount of the asset is determined
based on the net present value of future anticipated cash flows discounted at original effective interest rates

Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Notes to the Financial Statements - 31 December 2004
(All amounts are in Kuwaiti Dinars unless otherwise stated)

including anticipated recoveries from guarantees and collateral. In addition, a provision is made to cover
impairment losses, which are deemed to be present, although not specifically identified, in the company’s
portfolio of financial assets, based on historical experience.
2.6

Provisions
Provisions are recognized when the company has a present obligation (legal or constructive) arising from a
past event and the costs to settle the obligation are both probable and able to be reliably measured.

2.7

End of service benefits
Provision is made for amounts payable to employees under the Kuwaiti Labor Law and employee contracts.
This liability, which is unfunded, represents the amount payable to each employee as a result of involuntary
termination on the balance sheet date, and approximates the present value of the final obligation.

2.8

Treasury shares
The cost of the Company’s shares purchased, is recognized in equity. Gains or losses arising on sale of treasury
shares are separately disclosed under equity and are not available for distribution . Treasury shares are not
entitled to any cash dividends.

2.9

Revenue recognition
Financing income and costs are recognized on a time proportion basis so as to yield a constant periodic rate
of return on the balance outstanding. The recognition of financing income is suspended when originated
loans become impaired such as when overdue by more than 90 days.
Dividends on equity instruments are recognized when the Company’s right to receive payment is established.
Management and advisory services fees are recognized as the service is provided and the revenue is earned
based on the applicable service contracts.

2.10

Foreign currencies
Foreign currency transactions are translated into Kuwaiti Dinars at the rates of exchange ruling at the date of
the transactions. Monetary assets and liabilities denominated in foreign currencies are translated into Kuwaiti
Dinars at the exchange rate ruling at the balance sheet date. The resultant gains or losses are taken to the
statement of income.

2.11

Fiduciary Assets
Assets held in trust or in a fiduciary capacity are not treated as assets of the company and accordingly are not
included in these financial statements.

3.

Finance receivable
Gross receivables
Less: deferred income
Less: provision for credit losses

2004

2003

81,651,147
(10,704,872)
70,946,275
(2,084,083)
68,862,192

62,232,688
(8,053,058)
54,179,630
(1,560,716)
52,618,914

The fair value of the financing receivables as at the balance sheet date is KD 72,441,546 (2003: KD 54,095,695).
Finance receivables of KD 12,000,000 (2003: Nil) are pledged as collateral for term loans.
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Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Notes to the Financial Statements - 31 December 2004
(All amounts are in Kuwaiti Dinars unless otherwise stated)

4.

Investment securities
2004

2003

Held for trading investments

4,203,621

-

Available for sale investments

8,720,334

4,985,000

Originated loans – debt securities

1,500,000

1,500,000

14,423,955

6,485,000

Available for Sale investments includes unquoted investments of KD 6,800,000 (4,800,000 - 31 December
2003) whose fair value has been determined by an independent valuer.
Available for sale investments of KD 3,400,000 (2003 – KD 2,400,000) are pledged against the term
loans.
5.

Other assets
2004
Accrued income
Prepayments
Others

6.

2003

544,745

1,438

61,545

47,933

369,640

98,520

975,930

147,891

Property and equipment
Office
equipment

Furniture
and fixtures

Vehicles

Total

At 1 January 2004

99,135

214,993

6,997

321,125

Additions

87,430

64,626

27,545

179,601

186,565

279,619

34,542

500,726

At 1 January 2004

66,573

104,017

4,081

174,671

Charge for the year

31,204

50,197

5,531

86,932

At 31 December 2004

97,777

154,214

9,612

261,603

At 31 December 2004

88,788

125,405

24,930

239,123

At 31 December 2003

32,562

110,976

2,916

146,454

Cost

At 31 December 2004
Accumulated depreciation

Net book value

7.

Term loans
Term loans have been obtained from financial institutions and local mutual funds.
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Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Notes to the Financial Statements - 31 December 2004
(All amounts are in Kuwaiti Dinars unless otherwise stated)

8.

Other liabilities
2004

2003

Payable to suppliers and others

1,292,767

1,628,403

Amounts due to related parties

26,724

493,476

Employeesʼ end of service benefits

61,482

63,711

936,527

529,545

2,317,500

2,715,135

Accrued expenses and other payables
9.

Share capital

The authorized, issued and paid up share capital of the company is KD 22,098,008 comprising of 220,980,081
shares of 100 fils each (2003 – KD 15,900,000 comprising of 159,000,000 shares).
During the year the shareholders approved the following share capital increases:

10.

•

Issue of 12,720,000 bonus shares

•

Issue of 5,864,065 shares at a premium of 7 fils per share to employees in accordance with the employees
Share Ownership Plan (Note 20).

•

Issue of 43,396,015 shares to shareholders at a premium of 50 fils per share.

Treasury shares
2004
Number of shares (share)
% of the share capital
Market value (KD)

11.

2003

1,500,000

-

0.68%

-

870,000

-

Statutory reserve
As required by the Commercial Companies Law and the Company’s Articles of Association, 10 % of the
net profit for the year has been transferred to statutory reserve. The Company may resolve to discontinue
such annual transfers when the reserve totals 50 % of the issued share capital. Distribution of the statutory
reserve is limited to the amount required to enable the payment of a dividend of 5 % of paid up share
capital to be made in years when accumulated profits are not sufficient for the payment of a dividend of
that amount.

12.

General reserve
The board of directors of the Company has proposed a transfer of 10% of the net profit for the year after transfer
to statutory reserve, contribution to Kuwait Foundation for the Advancement of Sciences, National Labour
Support Tax and director’s remuneration to the general reserve of KD 547,951 (2003: KD 164,956) subject
to the approval of the shareholders’ General Assembly. There are no restrictions on the distribution of the
general reserve.

13.

Proposed dividend
On 31 January 2005 the Board of Directors proposed cash dividends of 5 fils per share after treasury shares
deduction and also bonus share dividends of 10% for each share for the year 2004 profit. (2003: bonus share
dividends of 8% for each share). Subject to the approval of the shareholders’ General Assembly.

21

Kuwait Finance and Investment Company
(Formerly Kuwait Financing Services Company) K.S.C. (Closed)
Notes to the Financial Statements - 31 December 2004
(All amounts are in Kuwaiti Dinars unless otherwise stated)

14.

Investment income
2004

2003

Available for Sale Investments
Cash dividends
Changes in fair value

160,000

-

2,320,150

460,000

45,000

-

2,525,150

460,000

1,236,814

11,879

75,106

3,297

3,837,070

475,176

Profit on sale
Held for Trading investments
Interest from Originated Loans

15.

Earnings per share
Earnings per share is computed by dividing the net profit for the year by the weighted average number of
ordinary shares outstanding during the year as follows:
2004
Net profit for the year
Weighted average number of
ordinary shares outstanding during the year
Earnings per share (fils)

2003

6,115,873

1,842,589

199,108,032

171,720,000

30.7

10.7

Earnings per share of the previous year have been restated to account for the effect of bonus shares issued
during 2004.
16.

Cash and cash equivalents
Cash and cash equivalents comprise the following:
2004
Bank balances
Bank overdraft

17.

780,928

2003
318,660

(1,278,865)

(2,844,514)

(497,937)

(2,525,854)

Related party transactions
These represent transactions with related parties i.e. shareholders and directors of the Company and their related
concerns. Pricing policies and terms of these transactions are approved by the Company’s management and are
subject to shareholders’ approval.
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2004

2003

Other operating income

21,000

165,575

Management and advisory fees

41,380

-

The year end balances of related parties are as follows:

2004

18.

2003

Bank balances

-

99,253

Bank loans

-

(17,000,000)

Bank overdraft

-

(2,844,514)

Risk management
Credit risk
The Company’s credit policy and exposure to credit risk is monitored on an ongoing basis. The Company seeks
to avoid undue concentrations of risks with individuals or groups of customers in specific locations or business
through diversification of lending activities. It also obtains security when appropriate.
There are no significant concentrations of credit risk with respect to finance receivables.
Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the
fair values of financial instruments. The company is exposed to interest rate risk as a result of mismatches of
interest rate re-pricing of assets and liabilities. The Board has established levels of interest rate risk by setting
limits on the interest rate gaps for stipulated periods.
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
instrument carried at fair value.
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Assets
Bank balances
Finance receivables
Investment securities
Other assets
Property and equipments
Total assets
Liabilities and Equity
Liabilities
Bank overdraft
Term loans
Other liabilities
Total liabilities
Equity
Share capital
Share premium
Treasury shares
Treasury share reserve
Statutory reserve
General reserve
Retained earnings
Proposed dividends
Total equity
Total equity and liabilities
On-balance sheet interest sensitivity gap
5,797,238
5,797,238

5,797,238

1,278,865
51,000,000
52,278,865

52,278,865
(43,622,134)

3 to 6
months

780,928
7,875,803
8,656,731

Up to
3 months

11,841,368

-

11,841,368
11,841,368

6 months
to
1 year

32,738,262

-

32,738,262
32,738,262

1 to 3
years

12,109,521

-

10,609,521
1,500,000
12,109,521

Over
3 years

1,278,865
51,000,000
2,317,500
54,596,365

780,928
68,862,192
14,423,955
975,930
239,123
85,282,128

Total

22,098,008 22,098,008
2,210,849
2,210,849
(869,321)
(869,321)
85,017
85,017
1,066,961
1,066,961
906,625
906,625
1,872,923
1,872,923
3,314,701
3,314,701
30,685,763 30,685,763
33,003,263 85,282,128
(18,864,255)
-

2,317,500
2,317,500

12,923,955
975,930
239,123
14,139,008

Non interest
bearing
items

4.5%
3.5%

0.75%
5.25%
5%

From

7.25%
7.25%

1.125%
8.75%
6.5%

To

Effective interest
rate range

The company’s interest sensitivity position based on contractual re-pricing arrangements or the maturity dates whichever is closer at 31 December 2004 was as follows:
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Assets
Bank balances
Finance receivables
Investment securities
Other assets
Property and equipments
Total assets
Liabilities and Equity
Liabilities
Bank overdraft
Term loans
Bonds
Other liabilities
Total liabilities
Equity
Share capital
Statutory reserve
General reserve
Retained earnings
Proposed dividends
Total equity
Total equity and liabilities
On-balance sheet interest sensitivity gap
14,939,933
14,939,933
14,939,933
(10,964,990)

2,844,514
-

2,844,514
2,208,601

2,844,514

3,974,943
3,974,943

3 to 6
months

318,660
4,734,455
5,053,115

Up to
3 months

1 to 3
years

Over
3 years

-

21,000,000
(11,292,691) 23,790,550

21,000,000
21,000,000

11,911,657

-

9,707,309 23,790,550 10,411,657
- 1,500,000
9,707,309 23,790,550 11,911,657

6 months
to
1 year

15,900,000
430,596
358,674
256,067
1,272,000
18,217,337
20,932,472
(15,653,127)

2,715,135
2,715,135

4,985,000
147,891
146,454
5,279,345

Non interest
bearing
items

15,900,000
430,596
358,674
256,067
1,272,000
18,217,337
59,716,919
-

2,844,514
21,000,000
14,939,933
2,715,135
41,499,582

318,660
52,618,914
6,485,000
147,891
146,454
59,716,919

Total

To

-

-

4.25% 4.50%
3.50% 4.50%
4.75% 4.75%
-

0.75% 0.75%
5.25% 7.25%
5.00% 5.00%
-

From

Effective
interest
rate range

The company’s interest sensitivity position based on contractual re-pricing arrangements or the maturity dates whichever is closer at 31 December 2003 was as follows:

(All amounts are in Kuwaiti Dinars unless otherwise stated)
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Liquidity risk
Liquidity risk is the risk that the company will be unable to meet its liabilities when they fall due. To limit
this risk, management has arranged diversified funding sources, manages assets with liquidity in mind, and
monitors liquidity on a daily basis. This includes an agreement in January 2005 to issue long term bonds to
finance term loans maturing in one to three months.
The table below summarises the maturity profile of the company’s assets and liabilities. The maturities of
assets and liabilities have been determined on the basis of the remaining period from the balance sheet date to
the contractual maturity date.
Maturity profile of assets and liabilities at 31 December 2004:

ASSETS
Bank balances
Finance receivables
Investment securities
Other assets
Property and
equipment
LIABILITIES
Bank overdraft
Term loans
Other liabilities
Net liquidity gap

Up to

1-3

3-6

6 months -

1-3

Over

1 month

months

months

1 year

years

3 years

Total

780,928
4,013,364
-

3,862,439
-

5,797,238
975,930

11,841,368
6,043,955
-

6,773,168

17,885,323

32,738,262
8,380,000
-

10,609,521
239,123

780,928
68,862,192
14,423,955
975,930
239,123

41,118,262

10,848,644

85,282,128

3,000,000
3,000,000
38,118,262

7,000,000
7,000,000
3,848,644

1,278,865
51,000,000
2,317,500
54,596,365
30,685,763

4,794,292

3,862,439

1,278,865
5,000,000
25,500,000 10,500,000
2,317,500
6,278,865
27,817,500 10,500,000
(1,484,573) (23,955,061) (3,726,832) 17,885,323

Maturity profile of assets and liabilities at 31 December 2003:
Up to

1-3

3-6

6 months -

1-3

Over

1 month

months

months

1 year

years

3 years

Total

3,082,637
-

3,974,943
-

9,707,309
147,891

23,790,550
6,485,000
-

10,411,657
-

318,660
52,618,914
6,485,000
147,891

3,082,637

3,974,943

9,855,200

30,275,550

146,454
10,558,111

146,454
59,716,919

21,000,000
21,000,000
(17,025,057)

14,939,933
14,939,933
(5,084,733)

30,275,550

10,558,111

2,844,514
21,000,000
14,939,933
2,715,135
41,499,582
18,217,337

ASSETS
318,660
Bank balances
Finance receivables 1,651,818
Investment securities
Other assets
Property, and
equipment
LIABILITIES
Bank overdraft
Term loans
Bonds
Other liabilities
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Net liquidity gap

1,970,478

2,844,514
- 2,715,135
2,844,514 2,715,135
(874,036)
367,502
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Market risk
Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether those changes are caused by factors specific to the individual security, or its issuer, or factors
affecting all securities traded in the market.
The company is exposed to market risk with respect to its investments.
The company continuously monitors developments in the markets. In addition, the company actively
monitors the key factors that affect market movements, including analysis of the operational and financial
performance of investees.
19.

Fair values
Except for finance receivable, which is dealt with in Note 3, the fair values of financial assets and liabilities are
not materially different from their carrying values at the balance sheet date.

20.

Employee share ownership plan
The Company has established an Employee Share Ownership Plan (the “plan”). Under the plan, the Company
operates two schemes to reward the performance of its employees, namely a Share Purchase Scheme (SPS) and
a Share Option Scheme (SOS). Both schemes will be in operation for a period of 10 years and the total capital
increase to meet the requirements of the schemes should not exceed 15% of the company’s share capital at the
end of 2012.
The subscription price for the shares allotted is the book value per share at the end of each year adjusted by any
dividend distribution for that fiscal year.
As at 31 December 2004, there were no outstanding shares according to the plan, accordingly, no dilutive
earnings per share has been calculated.

21.

Segment Information
The Company is organized into two major business segments operating principally in the state of Kuwait.
Finance
2004

22.

Investment
2003

Segment results
Allocated expenses
Unallocated expenses
Net profit

6,289,189
(3,754,951)
2,534,238

5,164,245
(3,321,656)
1,842,589

Segment assets
Unallocated assets

69,756,270
69,756,270

59,716,919
59,716,919

Segment liabilities

53,063,907

41,499,582

2004
4,757,220
(927,812)
3,829,408

Total

2003
-

2004

2003

-

11,046,409
(4,682,763)
(247,773)
6,115,873

5,164,245
(3,321,656)
1,842,589

15,082,749
15,082,749

-

84,839,019
443,109
85,282,128

59,716,919
59,716,919

1,532,458

-

54,596,365

41,499,582

-

Fiduciary assets
As of 31 December 2004, portfolios under management amounted to KD 255,897,680 (2003 - Nil)
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