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19 INVESTMENT IN ASSOCIATES (continued) 
 
c)  Details of share of associates’ balance sheet and income statement are as follows: 
 

 2008 2007 
 KD’000 KD’000 

Share of associates’ assets and liabilities:   
Total assets 424,596 209,042 
Total liabilities (184,950) (159,049) 
 ───────── ───────── 
Net assets 239,646 49,993 
 ═════════ ═════════ 
Share of associates’ revenue and profit:   
Revenue 30,436 12,364 
 ═════════ ═════════
Profit 7,493 4,081 
 ═════════ ═════════ 
   

Carrying amount of the unquoted associates 48,383 12,842 
Carrying amount of the quoted associates 226,211 82,940 
 ───────── ───────── 
 274,594 95,782 
 ───────── ───────── 
Fair value of quoted associates 245,566 106,734
 ═════════ ═════════ 
 
Share of results of associates’ balance sheet and income statement are recognised based on management accounts. 
In the opinion of the parent company’s management, the profit reported in the management accounts will not be 
materially different if these management accounts had been audited by the auditors of these entities.  
 
Share of results of associates include an income of KD 5.659 million recognised on basis of the management 
accounts for the period ended 30 September 2008 (2007: KD 0.946 million). 
 
Share of results of associates with carrying value of KD 67.023 million (2007: KD 56.92 million) has not been 
recognised due to the unavailability of financial information. Management is of the opinion that share of results 
from these associates will not be material to the consolidated income statement. 
 
d)  (Loss) gain on disposal of associates    
 

Associates 

% of 
ownership 

sold 
Sales proceeds

KD’000 
Gain/(Loss) 

KD’000 
Gain/(Loss) 

KD’000 
  2008 2008 2007 
     

JS Global Capital Limited 43% 17,819  5,601  -     
Real Estate Development Company 9% 5,194  (509)  6,037   
Arab East Investment for Real Estate   
 Company 22% 12,336  705  -     
Union Bank for Savings 20% 25,002  (415)  -     
National International Holding Company   
 K.S.C. (Closed) 8% 3,872 (617)  -    
Al Quds Bank 44% 5,739  (610)  -     
Ninth Construction Project Company 48% 16,327  7,076  -     
Bank of Bahrain and Kuwait B.S.C 18% 43,471 (18,076)  -    
Others  10,247  374  (458) 
 ────────── ────────── ──────────
    140,007  (6,471)  5,579 
  ══════════ ══════════ ══════════ 

 
(i) Subsequent to the sale of JS Global Capital Limited, the Group reacquired back through the relevant 

stock exchange for a value of KD 17.8 million. 
 
e) At 31 December 2008, investments in associate amounting to KD 9.3 million are sold under agreements to 
repurchase (2007: Nil) (Note 30). 
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20 INVESTMENT PROPERTIES 

 2008 2007
   KD’000   KD’000 

   
Carrying amount at 1 January 41,433 414 
Additions 141,473 40,981 
Arising on acquisition of  subsidiaries -     542 
Transfer to property under development (note 21) (40,976) -     
Disposals (12,360) (2,650) 
Changes in fair value -     2,146 
 ───────── ─────────
Carrying amount at 31 December   129,570 41,433 
 ═════════ ═════════ 
 
Investment properties are stated at fair values which except as discussed below, have been determined based on 
valuations performed by accredited independent valuers as at 31 December 2008 and 31 December 2007. The 
fair value of the properties has been determined on transactions observable in the market.  
 
At 31 December 2008, investment properties include a property amounting to KD 49.882 million (2007: nil) 
carried at acquisition cost as the management believes that acquisitions price approximates the fair value of this 
property.  The carrying amount of KD 49.882 million consists of an initial 10% advance of KD 4.989 million 
and unpaid future liabilities of KD 44.893 million. 
 
 
21       PROPERTY UNDER DEVELOPMENT 

 2008 2007 
   KD’000   KD’000 

   
Carrying amount at 1 January -     -     
Arising on acquisition of subsidiaries 9,920 -     
Additions  3,177 -     
Transfer from investment properties (note 20) 40,976 -     
 ───────── ───────── 
Carrying amount at 31 December   54,073 -    
 ═════════ ═════════ 
 
Addition relating to acquisition of subsidiaries represents freehold land located in the state of Kuwait which is in 
the process of construction and development for ultimate use as an investment property. 
 
During the year, the Parent Company transferred certain investment properties in Kuwait and United Arab 
Emirates amounting to KD 40.976 million from investment property to property under development with the 
intention of development at the fair value on the date of transfer (Note 38). 
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22 PROPERTY AND EQUIPMENT 
 

 

 Office 
equipment, 

computers & 
Vehicles 

 

Building 
Work in 
progress Total  

  
Furniture 

&  fixtures Land 
   KD’000   KD’000 KD’000 KD’000   KD’000 KD’000  

Cost:        
 At  1 January 2008 2,508  1,889 -     -     18,693  23,090  
Additions  462 1,620 -     -     -     2,082  
Additions arising on acquisition   
 of subsidiaries – net 330 -      -     -     -     330 
Transfers  -     -      2,929  13,444 (16,373) -     
 ──────── ──────── ──────── ──────── ──────── ────────
At 31 December 2008 3,300 3,509  2,929  13,444  2,320  25,502  
 ──────── ──────── ──────── ──────── ──────── ────────
Accumulated depreciation:       
At  1 January 2008 (1,589) (892) -     -     -     (2,481) 
 Depreciation for the year (693) (533) -     (695) -     (1,921) 
 ──────── ──────── ──────── ──────── ──────── ────────
At 31 December 2008 (2,282) (1,425) -     (695) -     (4,402) 
 ──────── ──────── ──────── ──────── ──────── ────────
Net book value:       
  
At 31 December 2008 1,018 2,084  2,929 12,749  2,320  21,100  
 ════════ ════════ ════════ ════════ ════════ ════════
 

 

 Office 
equipment 

& 
computers  

 

Building 
Work in 

progress Total  
Furniture 

&  fixtures 

 

Land 
   KD’000   KD’000 KD’000 KD’000   KD’000 KD’000  

Cost:        
At  1 January 2007 2,464  1,053  -     -     11,307  14,824  
Additions  44  810  -     -     7,386 8,240  
Additions arising on acquisition  
 of  subsidiaries - net -     26 -     -     -     26 
 ──────── ──────── ──────── ──────── ──────── ────────
At 31 December 2007 2,508  1,889  -     -     18,693  23,090  
 ──────── ──────── ──────── ──────── ──────── ────────
Accumulated depreciation:       
At  1 January 2007 (1,235) (521) -     -     -     (1,756) 
Depreciation for the year (354) (371) -     -     -     (725) 
 ──────── ──────── ──────── ──────── ──────── ────────
At 31 December 2007 (1,589) (892) -     -     -     (2,481) 
 ──────── ──────── ──────── ──────── ──────── ────────
Net book value:       
       
At 31 December 2007 919  997  -     -     18,693 20,609  
 ════════ ════════ ════════ ════════ ════════ ════════
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23   INTANGIBLE ASSETS 
 

  Goodwill 

Other 
intangible 

assets Total 
   KD’000   KD’000 KD’000 

Cost:     
At 1 January 2008 4,437 -     4,437 
Additions 2,989 25,172 28,161 
Disposals (419) -     (419) 
Arising on consolidation of subsidiaries 421 305 726 
 ────────── ────────── ────────── 
At 31 December 2008 7,428 25,477 32,905 
 ────────── ────────── ──────────

Amortisation and impairment:    
At 1 January 2008 -     -     -     
Impairment (Note 10) 7,281 7,449 14,730 
 ────────── ────────── ──────────

At 31 December 2008 7,281 7,449 14,730 
 ────────── ────────── ──────────
Net book value:     

At 31 December 2008 147 18,028 18,175 
 ════════ ════════ ════════ 
 
Other intangible asset includes license fees acquired through business combinations and is subject to impairment 
testing on an annual basis.  
 

 
 
 Goodwill 

Other 
intangible 

assets Total 
  KD’000  KD’000 KD’000

Cost:     
At 1 January 2007 419 -     419 
Additions 7,926 -     7,926 
Disposal (3,908) -     (3,908) 
 ────────── ────────── ────────── 
At 31 December 2007 4,437 -     4,437 
 ────────── ────────── ────────── 

Amortisation and impairment:    
At 1 January 2007 -     -     -     
Impairment (Note 10) -     -     -     
At 31 December 2007 -     -     -     
 ────────── ────────── ──────────
Net book value:     

At 31 December 2007 4,437 -     4,437 
 ════════ ════════ ════════ 
    
 
 
 
 



Global Investment House – K.S.C. (Closed) and Subsidiaries  
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
31 December 2008 
 

 

 32 

 
24 IMPAIRMENT OF GOODWILL AND INTANGIBLE ASSETS 
 
The recoverable amount of goodwill and intangible assets is more than the carrying amount of the cash 
generating unit which has been determined based on a value in use calculation using cash flow projections based 
on financial budgets approved by senior management on 31 December 2008 and assuming growth rates ranging 
from (30%) to 25% for the seven year period, which is in the range of the current short term growth rate. The 
pre-tax discount rate applied to cash flow projections is in the range of 10% to 12.5%. The growth rate used to 
arrive at the terminal value is 5%. 
 
Key assumptions used in value in use calculations 
 
The calculation of value in use is most sensitive to the following assumptions: 

 Discount rates: 
 Growth rate used to extrapolate cash flows beyond the budget period; 
 Local inflation rates. 

 
Discount rates 
Discount rates are calculated by using the Weighted Average Cost of Capital (WACC).This is the benchmark 
used by management to assess operating performance and to evaluate future investment proposals. 
 
Market share assumptions 
These assumptions are important because, as well as using industry data for growth rates, management assess 
how the unit’s relative position to its competitors might change over the budget period. 
 
Projected growth rates and local inflation rates 
Assumptions are based on management estimates based on reference to published industry research reports. 
 
During 2008 KD 7.3 million of goodwill was considered impaired and charged to the consolidated income 
statement. 
 
Intangible asset with indefinite life 
Intangible asset with indefinite life of KD 25.17 million (2007: Nil) represents the brokerage license which has 
been tested for impairment at the balance sheet date (Note 23). In the opinion of the management, KD 7.4 
million impairment on brokerage licence (See Note 26(c)) was considered necessary and has been charged to the 
consolidated income statement. 
 
25 OTHER ASSETS  
 

 2008 2007 
   KD’000   KD’000 

   

Accrued income 6,297 10,588 
Receivables for settlement of sale of securities 8,198 10,561 
Financing of future trades by customers 18,873 37,913 
Deposits, prepayments and other receivables 106,885 9,528 
Advances for purchase of investments 2,342 9,130 
Amount due from related parties (note 34) -    291 
Positive fair value of forward foreign exchange contracts (note 37) -    5 
 ───────── ─────────

 142,595 78,016 
Less: Impairment  (note 10) (14,590) -    
 ───────── ─────────

 128,005 78,016 
 ═════════ ═════════ 

 
Deposits, prepayments and other receivables include a non-interest bearing deposit of KD 69.1 million with a 
bank in United Arab Emirates (‘UAE’).The Parent Company is in discussions with the bank to seek refund of 
this deposit. The bank has not made a refund of this deposit alleging that the deposit represented an initial 
advance for a transaction. The advice by the group company’s legal advisors confirms the validity of the Parent 
Company’s rights to seek a refund of the deposit. 
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26 ACQUISITION AND DISPOSAL OF SUBSIDIARIES 
 
a)  During April 2008, the Parent Company acquired an additional 34.0% interest in National International 
Holding Company K.S.C. (Closed) (previously accounted for under investments in associates). As a result, the 
Parent Company’s share in the entity as of 31 December 2008 increased to 65.17%. This acquisition has been 
accounted in accordance with the International Financial Reporting Standards (IFRS) 3: Business Combinations 
requirements on successive share purchases, which requires that each exchange transaction shall be treated 
separately by the acquirer using the cost of transaction and fair value information at the date of each exchange 
transaction, to determine the amount of any goodwill associated with that transaction.  
 
The purchase price allocation based on fair value of the net assets has been finalised in accordance with IFRS 3. 
Details of the fair value of net assets acquired are as follows. 
                                                                                                                                          
 KD’000
Assets   
Cash and cash equivalents 3,469  
Financial investments 46,443 
Investment properties 9,920 
Property and equipments 11  
Other assets 1,979  
 ────────
Total assets 61,822
 ──────── 
Liabilities  
Payable and accruals  4,703  
 ────────
Net assets  57,119 
 ──────── 
65.17%  of net assets acquired 37,224  
Goodwill arising on acquisition -    
 ──────── 
Cost of acquisition 37,224  
Less: carrying value included earlier under investment in associates (Note 19) (27,858)
Less: cash and cash equivalents acquired (3,469) 
 ────────
Cash outflow on acquisition 5,897 
    ═══════ 
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26 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 
 
b)   During November 2008, the Parent Company acquired 91.8% interest in Bareeq Holding Company. 
The purchase price allocation based on fair value of the net assets has been finalised in accordance with IFRS 3. 
Details of the fair value of net assets acquired are as follows. 

 
 KD’000
Assets  
Cash and cash equivalents 277 
Financial investments 11,546  
Property and equipments 331  
Intangible assets 294 
Other assets 235  
 ────────
Total assets 12,683  
 ────────
Liabilities  
Payables and accruals   283 
 ────────
Net assets  12,400 
 ────────
91.8 % of net assets acquired 11,385 
Goodwill arising on acquisition (Note 23)  2,989  
 ────────
Cost of acquisition 14,374 
Less: cash and cash equivalents acquired (277) 
 ────────
Cash outflow on acquisition 14,097 
    ═══════

c) During the year, the Parent Company acquired 70.9% interest in First Financial Brokerage Company K.S.C. 
(Closed). The management of the Parent Company performed the Purchase Price Allocation (PPA) of the 
subsidiary in accordance with IFRS 3. The management determined the fair value of the intangible mainly 
relates to the fair value of the floor brokerage licence at KD 25.172 million. This intangible asset is assessed as 
having an indefinite useful life as the licence has an indefinite life and the number of licences is limited and no 
new licences are being granted. The intangible asset is carried at cost less impairment. 
 
The purchase price allocation based on fair value of the net assets has been finalised in accordance with IFRS 3. 
Details of the fair value of net assets acquired are as follows. 
 

         KD’000
Assets  
Cash and cash equivalents   2,752 
Financial investments 2,415 
Property and equipment 23 
Other assets 518 
 ────────
Total assets  5,708 
 ────────
Liabilities  
Payables and accruals  1,161 
 ────────
Net tangible assets  4,547 
 ────────
Intangible assets (brokerage licence) 25,172 

 ────────
70.9 % of net  tangible assets acquired  3,224 
70.9% of intangible assets recognised  on acquisition (Note 23) 17,848 

 ────────
Cost of acquisition 21,072 
Less: cash and cash equivalents acquired (2,752)

 ────────
Cash outflow on acquisition 18,320 
    ═══════ 
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26 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 
 
 During the year ended 31 December 2007, the Parent Company acquired the following subsidiaries:  
 

Name of the subsidiaries %  
Net assets 
acquired 

Purchase 
consideration 

Net Cash 
outflow 

    KD'000 
    2007 
     

Nibras Holding Company K.S.C (Closed) 88.2% 7,738 10,888 4,921 
Al Manara Insurance Co (SAL) (Formerly 
Arabian Sea Insurance Co SAL) 65.2% 

 
3,672 

 
7,690 5,590 

  ───────── ───────── ─────────
    11,410 18,578 10,511 
  ═════════ ═════════ ═════════
 
d) During the year, the Parent Company participated in the capital increase of the following subsidiaries. 
 

Name of the subsidiaries Capital 
% 

ownership Cash outflow 
 KD ‘000  KD ‘000 
Deltamed Int’l. General Trading & Contracting Co. W.L.L. 1,000 95% (950) 
Real Estate Mortgage House 2,500 100% (2,500) 
Global Institute of Media Limited 3,869 100% (3,869) 
Universal House Brokerage Company 5,646 100% (5,646) 
 
 
e) During the year, the Parent Company increased its stake in Al Manara Insurance Company (previously 
Arabian   Seas Insurance Company) from 65.2% to 76.7% for a consideration of KD 0.806 million. 
 
f) Gain on disposal of subsidiaries    
 

Name of the subsidiaries 

% of 
ownership 

sold 
Sales  

proceeds                        Gain 
  KD'000 KD'000 KD'000 
  2008 2008 2007 

Jordan Trade Facilities  Company 92.5%  9,144 2,186  -     
Al Saif National Holding Company K.S.C.   
 (Closed) 38.2% 3,500  205 -     
Kadhma Holding Company K.S.C. (Closed) 75.2% -     -     9,701    
Nibras Holding Company K.S.C. (Closed) 87% -     -     9,274    
 ────────── ────────── ──────────
    12,644  2,391  18,975 
 ══════════ ══════════ ══════════ 
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26 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 
 
 f) (i) The disposal of the Groups’ ownership in Jordan Trade Facilities Company resulted in disposal of 
following assets and liabilities as at the disposal date: 
 

 30 June  
2008 

31 December  
2007 

 KD ′000 KD ′000 
Cash & cash equivalents             42          2,646  
Financial investments         2,647          8,645  
Investment properties           376            386  
Loans and advances         9,851              -    
Property & equipment             49              35  
Goodwill           419            419  
Other assets           101              32  
 ────────── ──────────
Total assets       13,485        12,163  
 ────────── ────────── 
Short term borrowings        (4,274)        (3,755)
Other liabilities        (1,685)        (1,430) 
 ────────── ──────────
Total Liabilities       (5,959)       (5,185) 
 ────────── ────────── 
Net assets       7,526         6,978 
 ══════════ ══════════
 
f) (ii) During the year the Group reduced its ownership in Al Saif National Holding Company K.S.C. (Closed) 
from 100% to 61.8% for a net consideration of KD 3.5 million resulting in a gain of KD 0.2 million. 
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27 SHARE CAPITAL AND SHARE PREMIUM 
 

 Authorised  Issued and fully paid
 

 2008 2007  2008 2007
 KD’000  KD’000  KD’000  KD’000 
        

Shares of KD 0.100 each 136,892  85,956  131,243  85,956 
 ═════════  ═════════  ═════════  ═════════ 
 
The annual general meeting of the shareholders held on 26 March 2008 approved to increase the authorised 
capital from KD 85.856 million to KD 136.892 million by issuance of 85.955 million bonus shares (KD 8.59 
million), 68.5 million shares under the Group’s performance bonus scheme and share option scheme (KD 6.85 
million) and 354.904 million shares under the proposed capital increase to bring in international and strategic 
investors (KD 35.49 million). 
 
 The annual general meeting of the shareholders held on 14 March 2007 approved to increase the authorised 
capital from KD 70.545 million to KD 85.956 million by issuance of 141,090,634 bonus shares and 13,013,617 
shares under the Group’s performance bonus scheme and share option scheme. During the year, 13,013,617 
shares under Group’s performance bonus scheme and share option scheme were issued and fully paid. The 
excess over the nominal value of shares issued has been credited to share premium.   
 
During the year, the Parent Company concluded a secondary offering and listing of its ordinary shares in the 
form of Global Depository Receipts (GDRs) on London Stock Exchange (LSE), with every GDR representing a 
beneficial interest in five underlying ordinary shares of the Parent Company. The GDRs give the same rights and 
benefits to the GDR holders as they currently exist for the ordinary shareholders.  The offer price was USD 
18.75 per GDR (equivalent to KD 0.995 per ordinary share). The entire GDR offering resulted in issuing 
306,666,670 ordinary shares at the rate of KD 0.995 per ordinary share (KD 30.6 million). Further 37,174,926 
ordinary shares (KD 3.71 million) were issued to a strategic investor at KD 0.995 per ordinary share. The 
ordinary general meeting of the shareholders held on 18 May 2008, approved the share premium of KD 0.895 
per ordinary share.  
 
GDR issuance expenses amounting to KD 5.3 million have been deducted from the share premium account.   
 
During the year, the Parent Company also issued 23,072,070 shares (KD 2.3 million) out of the 68.5 million 
shares approved under the Group’s performance bonus scheme (Note 39). 
 
Share premium is not available for distribution. 
 
 
28 RESERVES 

 

 
 

Statutory 
reserve 

  
 

General 
reserve 

 Foreign 
currency 

translation  
reserve  Total

   KD’000  KD’000  KD’000    KD’000
        
Balance as at 1 January 2008 27,765  27,765  (2,842)  52,688 
Foreign exchange differences -    -    1,978  1,978
 ────────── ────────── ──────────  ──────────
Balance as at 31 December 2008 27,765  27,765  (864)  54,666 
 ══════════  ══════════  ══════════  ══════════ 
Balance as at 1 January 2007 18,307  18,307  (70)  36,544 
Transfer from retained earnings 9,458  9,458  -      18,916 
Foreign exchange differences -     -     (2,772)  (2,772) 
 ────────── ────────── ──────────  ──────────
Balance as at 31 December 2007 27,765  27,765  (2,842)  52,688 
 ══════════  ═════════  ══════════  ═════════ 
 
Statutory reserve 
In accordance with the Commercial Companies Law and the Parent Company's Articles of Association, 10% of 
the profit for the year attributable to shareholders of the Parent Company (before contributions to KFAS, NLST, 
directors’ fees and Zakat) should be transferred to statutory reserve. The Parent Company may resolve to 
discontinue such annual transfers when the reserve totals 50% of the paid up share capital.  
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28 RESERVES (continued) 
 
Statutory reserve (continued) 
Distribution of the 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. No transfer has been made for the year ended 31 December 2008 as the group incurred losses. 
 
General reserve 
The Parent Company’s Articles of Association require that 10% of the profit for the year attributable to the 
shareholders of the Parent Company (before contributions to KFAS, NLST, directors’ fees and Zakat) to be 
transferred to a general reserve. There are no restrictions on distribution of general reserve. No transfer has been 
made for the year ended 31 December 2008 as the group incurred losses. 
 
29 TREASURY SHARES  
 

 2008 2007 
   

Number of shares (′000) 81,924 1,621 
Percentage of issued shares 6.24% 0.19% 
Cost of treasury shares (KD’000) 59,029 1,542
Market value (KD ′000) 15,730 1,588 
 
Reserves of the Parent Company equivalent to the cost of treasury shares have been earmarked as non-
distributable.  
 
30 INTEREST BEARING LOANS AND BORROWINGS 
 

 2008 2007 
   KD’000   KD’000 

Short term borrowings   
   
Unsecured bank and financial institution loans  497,579 244,349 
Borrowings under repurchase agreements 53,372 -    

───────── ─────────
 550,951 244,349 

───────── ─────────
Wakala payables  143,525 149,167 
   
Medium term borrowings -     84,754 
 
Short term borrowings are due to local, regional and international banks and financial institutions and other 
counterparties with original maturities ranging from less than 3 months to 12 months from the date of 
borrowings. The average effective interest ranges between 2.11 % and 6.63% (2007: 5.81% and 8.25%) per 
annum. 
 
Borrowings under repurchase agreements relate to KD 44.1 million of investments accounted as financial assets  
designated at fair value through income statement (Note 15) and KD 9.3 million of investments accounted as 
investments in associates (Note 19). 
   
Wakala payables represent wakala contracts with local and regional banks and financial institutions with original 
maturities ranging from less than 3 months to 12 months from the date of borrowings. The average effective cost 
attributable to these contracts ranges between 3% to 6.4% (2007: 6.1% to 8%) per annum.  
 
Wakala payables amounting to KD 2.3 million (2007: Nil) are secured against quoted equity securities 
amounting to KD 2.1 million (2007: Nil) (Note 15). 
 
Medium term borrowings were obtained for general financing purposes and are due to regional and international 
financial institutions.   
 
On 15 December 2008, the Parent Company defaulted on repayment of a USD 200 million (KD 55.270 million) 
syndicated facility and suspended the principal repayments of its debt obligations towards the banks and 
financial institutions falling due after that date. As a result of cross-default provisions in most of the credit 
facility agreements, the Group defaulted on almost entire debt obligations. Cross-default provisions typically 
state that if any of the financial indebtness is not paid when due, than all other financial indebtness becomes 
prematurely due and payable and undrawn commitments stand cancelled. 
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30 INTEREST BEARING LOANS AND BORROWINGS (continued) 
 
On 18 December 2008, the Parent Company appointed HSBC as its financial advisor. The lending banks have 
agreed to form a steering committee constituting six banks to negotiate the restructuring of the Group’s 
indebtness. The Parent Company and its advisors are in constructive discussions with the steering committee, 
lending banks, bondholders and regulators to arrive at an acceptable debt restructuring solution. 
 
The debt restructuring may involve upfront repayment of a part of debt by capital injection, bundling of  existing 
debt into a new syndicated facility amortising over a medium term, providing collateral to the financers over the 
parent company’s investments, renegotiating the pricing of credit facilities, restrictions on bonus pay-outs to the 
management, restrictions on the corporate actions associated with the distribution of cash and stock dividends 
and other terms and restrictions usually associated with debt restructuring process.   
 
The following table shows the interest bearings loan and borrowings analysed by currency: 
 

 
Short term 

Borrowings  
Wakala  

payables 
Medium term 

borrowings Total 
 KD’000 KD’000 KD’000 KD’000 
     
Kuwaiti Dinars 143,156 35,441 -     178,597
US Dollars 299,066 84,305 -     383,371 
Euros -     9,183 -     9,183 
UAE Dirham 103,483 14,596 -     118,079
Others 5,246  -     5,246 
 ──────── ───────── ──────── ────────
As at 31 December 2008  550,951 143,525 -     694,476 
 ════════ ═════════ ════════ ════════ 
     
Kuwaiti Dinars 30,650 94,250 -     124,900 
US Dollars 196,919 50,962 84,754 332,635 
Euros -     2,016 -     2,016 
UAE Dirham 13,025 1,861 -     14,886 
Others 3,755 78 -     3,833 
 ──────── ───────── ──────── ────────
As at 31 December 2007 244,349 149,167 84,754 478,270 
 ════════ ═════════ ════════ ════════ 
 
 
31 BONDS 
 

 2008 2007 
 KD’000 KD’000 

On 23 June 2005, the Parent Company issued unsecured bonds in the principal   
 amount of KD20,000,000 composed of bonds in two series as follows:   
  

• Fixed rate bonds due on 23 June 2009 (bearing fixed interest at the rate of 
5% per annum payable semi-annually) 8,000 8,000 

   

• Floating rate bonds due on 23 June 2009 (bearing interest at the rate of 1% 
per annum over the six-month KIBOR in effect on the rate fixing date 
payable semi-annually) 10,373 12,000 

  

On 25 April 2007, the Parent Company issued unsecured bonds in the principal  
 amount of KD45,000,000 composed of bonds in two series as follows:   
  

• Fixed rate bonds due on 25 April 2012 (bearing fixed interest rate of 7% 
payable semi annually) 20,000 20,000 

   

•  Floating rate bonds due on 25 April 2012 (bearing interest at the rate of  
1% per annum over six-month KIBOR in effect on the rate fixing date 
payable semi-annually) 25,000 25,000 
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31 BONDS (continued) 
 
 2008 2007
 KD’000 KD’000 
On 24 November 2008, the Parent Company issued unsecured bonds in dual 
currency for the principal amount of KD50,000,000 composed of bonds in four 
series as follows:   
• USD Fixed rate bonds  due on 25 Nov 2013(bearing fixed interest rate of  

5% payable semi annually) 6,892    -    
• KWD Fixed rate bonds  due on 25 Nov 2013(bearing fixed interest rate of  

7% payable semi annually) 29,980 -    
• USD Floating  rate bonds  due on 25 Nov 2013(bearing interest at the rate 

of  1.5% per annum over six-month LIBOR in effect on the rate fixing date 
payable semi-annually) 900 -    

• KWD Floating  rate bonds  due on 25 Nov 2013(bearing interest at the rate 
of  1.5% per annum over six-month KIBOR in effect on the rate fixing date 
payable semi-annually) 2,763 -    

 ───────── ───────── 
 103,908 65,000 
 ═══════ ═══════ 
 
From each series of bonds, ownership interest of the Parent Company and it’s subsidiaries has been eliminated. 
 
The Parent Company has the option of early redemption on all bonds (together) at any time after two years from the 
date of issue at face value plus accrued interest. 
 
 
32 OTHER LIABILITIES  
 

 2008 2007 
   KD’000   KD’000 

   
Payable for purchase of investment properties 71,990 -    
Payable for property under development 9,614 -    
Accrued interest on borrowings 6,098 5,586 
Payable  on  change in fair value of put option (note 37) 7,742 -    
Payable on change in fair value of interest rate swaps (note 37)  5,500 -    
Unearned premium on call option  4,934 -    
Negative fair value of forward foreign exchange contracts (note 37) 3,406 -    
Payable for settlement of purchase of trading securities 2,364 14,143 
Accrued expenses 2,947 20,493 
 ────────── ──────────
 114,595 40,222 
 ══════════ ══════════ 
 
 
33 DIVIDENDS PAID 
 
The general assembly of the shareholders held on 26 March 2008 approved a cash dividend of 50 fils per share 
amounting to KD 42.771 million and bonus shares of 10% of paid up share capital for the year ended 31 December 
2007. The directors do not propose any dividends for the year ended 31 December 2008. 
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34 RELATED PARTY TRANSACTIONS AND BALANCES 
 

In the normal course of business, the Group entered into various transactions with related parties (i.e. associates, partner, directors and executive officers of the Parent Company) 
concerning financing and other related services. Prices and terms of payment are approved by the Group’s management. Significant related party transactions and balances are as 
follows: 
 

 
 

       
 
 
 

 

Key 
management 

personnel Associates 2008 2007 
 KD’000 KD’000 KD’000 KD’000
Consolidated balance sheet    

Loans to directors and senior management 1,993 8,806 10,799 1,997
Amount due from related parties (Note 25) -     -     -    291 
Wakala payables -     13,200 13,200   30,351 
     

Transactions included in consolidated income statement     
Interest and similar income 87 133 220 415 
Interest and similar expense (1,671) -    (1,671) (2,304) 
Fee and commission income -     3,431      3,431 -     
Net gain on financial assets designated at fair value through income statement -    5,487 5,487 -    
Gain on disposal of subsidiaries -     2,043 2,043 -     
Change in fair value of put options (Note 37) -     (7,742) (7,742) -     
     
Key management personnel compensation     
Short-term employee benefits 1,355 -     1,355 1,480 
Cost of share based payment -     -     -    800   
Termination benefits 107 -     107 493
    ────────  ──────── 

   1,462 2,773 
   ════════  ════════ 
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35 SEGMENTAL INFORMATION 
 
For management purposes the Group is organised into five major business segments: 
 

- Assets Management: Managing of GCC, MENA and international managed funds, discretionary and non-
discretionary portfolio management and custody services. 

- Principal investments: Comprises of investing of company funds in private equity and quoted securities, lending 
to corporate and individual customers and managing the company’s liquidity requirements. 

- Proprietary trading: Directional long only equity trading in GCC, MENA and other emerging markets. 
- Investment banking and advisory: Venture capital, private placement of equities and debt, advising and 

managing listings, initial public offerings (IPOs), arranging conventional and Islamic debt and equity advising, 
advising on strategy, privatisation, mergers and reverse mergers and acquisitions.    

-    Brokerage : Quoted and unquoted equity and debt instruments brokerage and online trading. 
- Real estate: sale and purchase of real estate, real estate brokerage and advisory. 

 
The Group primarily operates in one geographical region (Kuwait, GCC and other Middle Eastern and North 
African countries) and accordingly does not have a secondary segment. 
 

 

 
Asset 

management 

Principal  
investments & 
group treasury

 
Proprietary 

trading 

Investment 
banking and 

advisory  

 
Real 
estate 

 
 

Total 
 KD ′000 KD ′000 KD ′000 KD ′000 Brokerage KD ′000 KD ′000 
31 December 2008           
Segment income 
 (loss) 21,072 (39,918) (63,934) 24,945 4,347 12,741 (40,747) 
Inter segment  
 income(expense) 2,032 (13,585) -     11,553 -     -     -     

───────── ───────── ───────── ───────── ───────── ───────── ─────────
Total segment  
 Income (loss) 23,104 (53,503) (63,934) 36,498 4,347 12,741 (40,747) 

═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════
Segment profit  
 (loss) 19,548 (247,039) (77,883) 35,758 3,541 5,688 (260,387) 

═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════
Loss for the period       (260,387) 
       ═════════
31 December 2007           
        

Segment income 20,792 104,679 16,682 8,718 -     3,503 154,374 
Inter segment  
 income(expense) 2,430 (7,549) -     5,119 -     -     -     

───────── ───────── ───────── ───────── ───────── ───────── ─────────
Total segment  
 income 23,222 97,130 16,682 13,837 -     3,503 154,374 

═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════
Segment profit 16,339 52,765 11,609 8,993 -     2,534 92,240 

═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════
Profit for the period     92,240

═════════
 
 

31 December 2008       
 

Total segmental  
 assets -     874,588 49,113 -     30,493 183,643 1,137,837
Total segmental  
 liabilities -     (713,137) (38,992) -     (1,259) (155,539) (908,927)
 ───────── ───────── ───────── ───────── ───────── ───────── ─────────
Net segmental assets -     161,451   10,121 -           29,234 28,104 228,910
 ═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════
Unallocated assets      114,926
Unallocated  
 liabilities      (4,052)
   ═════════
Net Assets      339,784
   ═════════
            

Capital expenditure      2,082
       ═════════ 

Depreciation      1,921
   ═════════
Impairment       152,916
   ═════════
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35 SEGMENTAL INFORMATION (continued) 
 

 

 
Asset 

management 

Principal  
investments & 
group treasury

 
Proprietary 

trading 

Investment 
banking and 

advisory  

 
Real 
estate 

 
 

Total 
 KD ′000 KD ′000 KD ′000 KD ′000 Brokerage KD ′000 KD ′000

 

31 December 2007         
       

Total segmental assets 10,588  792,741 37,767 -     -     41,433 882,529
Total segmental liabilities -     (513,333) (23,684) -     -     (25,982) (562,999)

───────── ───────── ───────── ───────── ───────── ───────── ─────────
Net segmental assets 10,588  279,408 14,083 -     -     15,451 319,530

═════════ ═════════ ═════════ ═════════ ═════════ ═════════ ═════════
Unallocated assets      30,428
Unallocated liabilities      (20,493)

═════════
Net Assets      329,465

═════════           

Capital expenditure      8,240
    ═════════
Depreciation      725

═════════
 
 
36 FIDUCIARY ACCOUNTS 
 
The Group manages portfolios on behalf of others, mutual funds, and maintains cash balances and securities in 
fiduciary accounts, which are not reflected in the Group’s consolidated balance sheet. 
 
The aggregate value of assets held in a fiduciary capacity by the Group at 31 December 2008 amounted to KD 
2,217.22 million. (31 December 2007: KD 2,347.68 million). Management fees and incentive earned on 
fiduciary assets amounted to KD 19.161 and KD 1.278 million respectively (2007: KD 16.684 and KD 2.752 
million respectively). 
 
 
37 DERIVATIVE FINANCIAL INSTRUMENTS 
 

 2008  2008  2007  2007 
 

 
Notional 
amount  

(Negative)/ 
Positive 
fair value  

Notional  
amount  

Positive/ 
(Negative) 
 fair value 

 KD’000  KD’000  KD’000  KD’000 
Forward foreign exchange 
 contracts 193,539 (3,406) 40,203  5 
Interest rate swaps 165,810 (5,500) -      -    
Call options 7,685 2,751 -      -    
Put options 42,268 (7,742) -      -    
 ───────── ───────── ─────────  ─────────
 409,302 (13,897) 40,203  5
 ═════════ ═════════ ═════════  ═════════
 
Forward foreign exchange contracts mature within 3 months of the balance sheet date.  Forward foreign exchange 
contracts are primarily entered to cover the Group’s foreign currency needs and manage the foreign currency(s) 
exposures and risks.  
 
Interest rate swaps (IRSs) were originally entered to hedge interest costs by converting floating rate debt to fixed 
rate debt. However, as hedge effectiveness criteria of International Accounting Standard 39 was not met, these 
positions were made subject to fair value accounting at the outset and the fair valuation losses were recognised in 
the consolidated income statement. Two IRS contracts with notional amounts aggregating KD 82.9 million matures 
on 19 September 2011, and one IRS contract aggregating KD 82.9 million matures on 11 June 2010. 
 
The Parent company sold (wrote) call options on certain quoted equity securities. These options, when written, 
were deeply out of money and the premium obtained for writing the options nearly equalled the market price of the 
underlying equity securities. The Parent Company owns the underlying securities and therefore, these options are 
covered call option position. These options do not have a definitive exercise date or maturity. The notional amount 
of the option has been computed on basis of original premium received. 
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37 DERIVATIVE FINANCIAL INSTRUMENTS (continued) 
 
The Parent Company granted a put option to Global MENA Financial Assets Limited (a company incorporated in 
Guernsey on 2 June 2008 and listed on the Official List and to trading on main market of the London Stock 
Exchange as managed by the Parent Company in the capacity of an asset manager)) over the aggregate of unlisted 
companies sold by the Parent Company to Global MENA Financial Assets Limited. The put option exercise price 
equals to the sale price of unlisted companies paid by Global MENA Financial Assets Limited to the Parent 
Company. The option is exercisable for a period of 30 days following the first anniversary date of Admission of 
Global MENA Financial Assets Limited to the main market of the London Stock Exchange.  The option will expire 
on 17 August 2009. 
 
 
38 CONTINGENT LIABILITIES & COMMITMENTS 
 
The total outstanding contingent liabilities and commitments are as follows. 

 2008    2007 
   KD’000   KD’000 

Commitments   
Commitments to invest in private equity funds 19,086    581 
Commitments for acquisition of real estate investment properties -     59,012 
Commitments for development of property 53,824    -     
Undrawn commitments to lend 27,635 -     
Commitments to buy securities 17,377 -     
 
Commitments to invest in private equity funds 
Commitments to invest in private equity funds represent the uncalled capital by the investment managers (general 
partners) of various private equity funds in which the Group has made investments. The capital can be called at the 
investment manager’s discretion.  
 
Commitments for development of properties 
Commitments for development of properties include the unexecuted portion of the development contracts for 
various properties under development and investment properties.  
 
In case of certain properties in the United Arab Emirates (‘UAE’), the Group is committed to complete the 
development in accordance with a contractual time frame. The management’s current estimates indicate that the 
Group may have to incur a minimum of KD 53.8 million towards development of UAE real estate properties spread 
over a four year period to maintain its property ownership rights. The contracts for development have not yet been 
awarded.  
 

 2008    2007 
   KD’000   KD’000 

Commitments for development of properties    
 Not later than one year  6,406 -     
 Later than one year but not later than 4 years   47,418 -     
 ────────── ──────────
 53,824 -     
 ══════════ ══════════
   
Undrawn commitments to lend 
Undrawn commitments to lend represent a commitment to make available a credit facility to Global MENA 
Financial Assets Limited, up to a maximum aggregate principal amount of KD 27.635 million (2007: Nil). 
 
Commitments to buy securities 
The Parent Company has commitment to buy securities amounting to KD 17.4 million from two counterparties 
subject to regulatory approvals out of which KD 8.68 million is from a related party. 
 
Legal claims 
At the balance sheet date certain legal claims existed against the Group. Legal claims related to compensation by 
one of the customers of the Parent Company for acts of fraud committed by an ex-employee of the Parent Company 
and compensation by two customers for a cancelled private equity acquisition transaction. The total claims 
amounted to KD 0.063 million. The Parent Company has been advised by its legal advisors that it is possible, but 
not probable, that the action will succeed and accordingly no provision for any claims has been made in these 
consolidated financial statements. 
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38 CONTINGENT LIABILITIES & COMMITMENTS (continued) 
 
Legal claims (continued) 
Following the declaration of default on its international and local debt, the Parent Company received several legal 
notices seeking immediate payment of debt and reservation of legal rights by the respective lenders. These legal 
notices do not necessarily represent a legal suit and in the opinion of the Group’s legal advisors do not result in 
possible liabilities other than those already reflected in the consolidated financial statements of the Group. 
 
 
39 PROFIT-SHARING SCHEMES 
 
The Parent Company operates two profit-sharing schemes to reward the performance of its employees, namely a 
performance bonus scheme (PBS) and a share option scheme (SOS). Both schemes are in operation for a period of 
10 years, with the first year being the fiscal year ended 31 December 1999.  The total capital increase to meet the 
requirements of the schemes should not exceed 15% of the Parent Company’s share capital at the end of 2009. 
 
The PBS covers all employees who are entitled to receive a portion of their annual bonus in shares to be issued by 
the Parent Company. The SOS covers senior executives who are granted an option to subscribe for shares allotted 
to them at the commencement of each year of a three-year period, at the end of which the employee may exercise 
the option. The average subscription price for the shares allotted under both schemes approximates the adjusted 
book value per share at the beginning of each year.   
 
 
The options granted during the year of 23,072,070 shares were approved in the Annual General Meeting of the 
shareholders’ on 23 March 2008 and were granted to the employees to reward the performance of financial year 
2007.    
 
Due to the financial losses suffered by the company in 2008 no options will be granted to the employees under the 
profit sharing scheme for the financial year 2008.  The outstanding options are out of money i.e. have a strike price 
higher than the current prevailing and are expected to lapse without exercise. Therefore share option reserve of KD 
1.765 million was written back to the consolidated income statement. For the year ended 31 December 2008, the 
Parent Company has not made any provision for bonus as no distributions are expected under the performance 
bonus scheme.  
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40  FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 
The recognition and management of risk is an essential element of Group’s risk strategy. The Board, being 
ultimately responsible for the management of risks associated with Group’s activities, has established a framework 
of Board Committees, policies and controls to identify, assess, monitor and manage risk. 
 
Risk strategies and policies are approved by the Board. The Head of Risk Management reports directly to the 
Chairperson and has access to the Board of Directors. 
 
Group’s risk policies and processes aim to protect the asset values and income streams such that the interests of  
shareholders and external fund providers are protected and shareholders’ return is optimised. 
 
Group’s key quantitative risk policies include: 
• maintaining minimum levels of capital adequacy (calculated in accordance with the Rules and Regulations 

Concerning Capital Adequacy Standards of the Central Bank of Kuwait issued as per circular number 
(2/BS/184/2005) of December 2005) at 15 percent (although, as an investment company, Group is not subject 
to the capital adequacy requirements of the Central Bank of Kuwait); 

• maximum size limits for principal investments, trading book and the real-estate line of business linked to the 
size of total assets and shareholders’ equity (size limits are reviewed on an annual basis); 

• country, economic sector and single obligor exposure restricted to specified percentages of shareholders’ 
equity; 

• maximum book-size limit for lending products linked to the shareholders’ equity; 
• tenor limits for credit products; and 
• maximum overnight FX exposure limits. 
 
The Board is responsible for the overall process and structure of corporate governance. The Board achieves 
compliance with corporate governance guidelines through its various committees (see further below). Management 
believes that Group’s corporate governance culture is in line with other leading international financial services 
companies. 
 
The Board Committees have specific terms of reference, independent non-executive director membership, Senior 
Management participation and access to specialist advice when necessary. The Group currently has the following 
Board Committees: 
• Audit Committee: 

The Audit Committee is responsible for considering the annual consolidated financial statements for approval 
by the Board, overseeing the external and internal audit processes, focusing on compliance with legal 
requirements, accounting standards and listing requirements and implementing effective systems of internal 
control. The Audit Committee meets at least four times a year.   

• Credit Committee: 
The Credit Committee sets the maximum level of acceptable counterparty exposures and reviews and approves 
changes to credit policy and methodologies. The Committee also deals with the approval of excess over 
approved credit limits, classification of past due amounts and creation/ change or release of specific provisions. 
The Credit Committee meets monthly or more frequently if required.  

• Assets and Liabilities Committee (“ALCO”): 
ALCO sets and reviews Global’s funding and liquidity policy, non-trading interest rate risk policy and reviews 
regional strategies, taking market conditions into account. ALCO meets quarterly, or more frequently if 
required.  

The most significant financial risks to which the Group is exposed to are described below. 
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40  FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 
40.1   Market risk 
 
a) Foreign currency risk 
The Group mainly operates in the GCC and other Middle Eastern and North African countries and is exposed to 
foreign currency risk arising from various foreign currency exposures, primarily with respect to US Dollar and 
Jordanian Dinars. Foreign exchange risk arises from future commercial transactions, recognised assets and 
liabilities and net investments in foreign operations. 
 
To mitigate the Group’s exposure to foreign currency risk, non-Kuwaiti Dinar cash flows are monitored and 
forward exchanged contracts are entered into in accordance with the Group’s risk management policies. 
Generally, the Group’s risk management procedures distinguish short-term foreign currency cash flows (due 
within twelve months) from longer-term cash flows. Where the amounts to be paid and received in specific 
currency are expected to largely offset one another, no further hedging activity is undertaken. Forward foreign 
contracts are mainly entered into for significant long-term foreign currency exposures that are not expected to be 
offset by other currency transactions.  
 
The Group had the following significant exposures denominated in foreign currencies, translated into Kuwaiti 
Dinar at the closing rate: 
 

 2008 2007
 KD ′000 KD ′000 

   

US Dollar (256,279) (169,421) 
Jordanian Dinar 108,657 164,958
Bahraini Dinar 24,834 21,096 
Qatari Riyals 16,717 15,146 
UAE Dirhams (57,660) 46,889 
Pakistan Rupee 16,426 11,862 
 
The foreign currency sensitivity is determined on the following assumptions: 
 
Currency 2008 2007 
   

US Dollar 1.08% 5.58% 
Jordanian Dinar 0.90% 5.35% 
Bahraini Dinar 0.81% 5.33% 
Qatari Riyals 1.01% 6.00% 
UAE Dirhams 1.08% 5.59% 
Pakistan Rupee 21.04% 6.27% 
 
The above percentages have been determined based on the average market movement in exchange rates in the 
previous twelve months.  
 
If the Kuwaiti Dinar had strengthened or weakened against the foreign currencies assuming the above sensitivity, 
then this would have the following impact on the consolidated income statement and equity: 
 
 Income statement  Equity 
 2008  2007  2008  2007 
 KD’000  KD’000  KD’000  KD’000 
        
US Dollar ± 3,333   ± 10,400 ± 565 ± 946 
Jordanian Dinar  ∓ 683  ∓ 5,435 ∓ 295  ∓  3,390 
Bahraini Dinar ∓ 118   ∓ 1,078 ∓  83  ∓  46 
Qatari Riyals ∓ 146  ∓ 729 ∓  23 ∓ 180 
UAE Dirhams ± 623   ∓ 2,621 -    -    

Pakistan Rupee ∓ 1,512  -      ∓ 1,944  ∓ 744 
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40  FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.1   Market risk (continued) 
 
a) Foreign currency risk (continued) 
There has been no change during the year in the methods and assumptions used in preparing the above 
sensitivity analysis. Exposures to foreign exchange rates vary during the year depending on the volume and 
nature of the transactions. Nonetheless, the analysis above is considered to be representative of the Group’s 
exposure to the foreign currency risk. 
 
b)  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. As the Group has no significant interest bearing assets, the Group is exposed to 
interest rate risk with respect to its borrowings which are both at fixed rate and floating interest rate. The risk is 
managed by the Group by maintaining an appropriate mix between fixed and floating rate borrowings. The 
Board has established levels of interest rate risk by setting limits on the interest rate gaps for stipulated periods.   
 
Positions are monitored on a daily basis and hedging strategies used to ensure positions are maintained within 
established limits.  
    
The effective interest rate (effective yield) of a monetary financial instrument is the rate that, when used in a 
present value calculation, results in the carrying amount of the instrument.  The rate is a historical rate for a fixed 
rate instrument carried at amortised cost and a current rate for a floating rate instrument or an instrument carried 
at fair value.   
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40 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.1 Market risk (continued) 
 
b)  Interest rate risk (continued) 
 

The Group’s interest rate exposure based on earlier of contractual repricing arrangements and maturity at 31 
December 2008 was as follows: 
 

 Up to 1 
month 

1-3 
 months 

3-12 
 months 

Over  
1 year 

Non-interest 
bearing items

 
Total 

Effective 
interest rate

 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 (%) 
        
Cash and cash equivalents 2,562 2,000 -     -     51,096 55,658 2.125-6.25
Financial assets held for trading -     -     -     -     38,573 38,573 -
Financial assets designated at 

fair value through statement of 
income -     -     -     5,164 375,117 380,281 8.5 

Murabaha receivables -     10,920 1,715 -     -     12,635 4.5-8.0 
Loans and advances 2,475 52,500 14,233 -     -     69,208 4.21-8.25 
Financial assets available for sale -     -     -     -     70,891 70,891 -
Investments in associates -     -     -     -     274,594 274,594 -
Investment properties -     -     -     -     129,570 129,570 -
Property under development -     -     -     -     54,073 54,073 -
Property and equipment -     -     -     -     21,100 21,100 -
Intangible assets -     -     -     -     18,175 18,175 -
Other assets -     -     18,873 -     109,132 128,005 7.25 
 ─────── ─────── ─────── ─────── ─────── ─────── 

Total assets 5,037 65,420 34,821 5,164 1,142,321 1,252,763 
 ═══════ ═══════ ═══════ ═══════ ═══════ ═══════ 
Interest bearing loans and  
 borrowings  

 
694,476 -     -     -     -     

 
694,476 

 
3.0-7.2 

Bonds -    -     -     47,036 56,872 103,908 4.04-7.0 
Other liabilities -     -     -     -     114,595 114,595  
 ─────── ─────── ─────── ─────── ─────── ─────── 
Total liabilities 694,476 -     -    47,036 171,467 912,979  
 ═══════ ═══════ ═══════ ═══════ ═══════ ═══════  
 
The management of the Parent Company is of the view that bonds are not subject to the cross-default provision 
that is included in the facility agreements (Note 30). Accordingly, bonds are not prematurely due and are 
classified according to the maturity date. 
 

The Group’s interest rate exposure based on earlier of contractual repricing arrangements and maturity at 31 
December 2007 was as follows: 
 

 Up to 1 
month 

1-3 
months 

3-12 
months 

Over 
1 year 

Non-interest 
bearing items

 
Total 

Effective 
interest rate 

 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 (%) 
   
Cash and cash equivalents 5,919 -     -     -    62,878 68,797 5.00-7.00 
Financial assets held for trading -     -     -     -    37,767 37,767 - 
Financial assets designated at 
fair value through statement of 
income 2,613 -    -    1,251 503,766 507,630 5.75 -7.13
Murabaha receivables 5,484 -     -     10,300 -     15,784 6.89-8.00 
Loans and advances 9,691 6,878 4,572 3,474 -     24,615 8.25-9.25 
Financial assets  available-for-
sale -     -     -     -    

 
18,087 

 
18,087 - 

Investments in associates -    -    -    -   95,782 95,782 -
Investment properties -     -     -     -    41,433 41,433 - 
Property and equipment -     -     -     -    20,609 20,609 - 
Intangible assets -     -     -     -    4,437 4,437 - 
Other assets -     -     37,913 -    40,103 78,016 13 – 18 

──────── ──────── ──────── ──────── ──────── ────────
Total assets 23,707 6,878 42,485 15,025 824,862 912,957 

════════ ════════ ════════ ════════ ════════ ════════
Interest bearing loans and 
borrowings  212,978 95,721 84,817 84,754 -     478,270 5.81-8.25 
Bonds -     -     -     65,000 -     65,000 5.00-7.25 
Other liabilities -     -     -     -    40,222 40,222 - 

──────── ──────── ──────── ──────── ──────── ────────
Total liabilities 212,978 95,721 84,817 149,754 40,222 583,492  

════════ ════════ ════════ ════════ ════════ ════════
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40 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.1 Market risk (continued) 
 
b) Interest rate risk (continued) 
The following table illustrates the sensitivity of the profit for the year and equity to a reasonably possible change 
in interest rates of +300 bps (3%) and –300 bps (3%) (2007: +100 bps (1%) and –100bps (1%)) with effect from 
the beginning of the year. These changes are considered to be reasonably possible based on observation of 
current market condition. The calculations are based on the Group’s financial instruments held at each balance 
sheet date. All other variables are held constant. There has been no change during the year in the methods and 
assumptions used in preparing the below sensitivity analysis 
  
 2008 2007 
 + 3 % -3 % + 1% -1 %
     
 KD’000 KD’000 KD’000 KD’000 
     
(Loss) profit for the year 26,699 (26,699) (4,931) 4,931 
 
c) Equity price risk 
The Group is exposed to equity price risk with respect to its equity investments. Equity investments are 
classified either as investments at fair value through statement of income (including trading securities) and 
available-for-sale investments. 
 
To manage its price risk arising from investments in equity securities, the Group diversifies its portfolio. 
Diversification of the portfolio is done in accordance with the limits set by the Group.  
 
 
The equity price risk sensitivity is determined on the following assumptions: 

 2008 2007 
 % % 

   
Kuwait market 38% 3%
Rest of GCC  market 38% 17% 
MENA market 32% 7% 
Other international markets 28% 12%
 
The above percentages have been determined based on basis of the average market movements over a 90 days 
period of October to December 2008 and 2007. The sensitivity analyses below have been determined based on 
the exposure to equity price risks at the reporting date. The analysis reflects the impact to equity prices in 
accordance with the above-mentioned equity price risk sensitivity assumptions. There has been no change during 
the year in the methods and assumptions used in the preparation of the sensitivity analysis. 
 
 Income statement Equity 
  2008 2007 2008 2007 
 KD’000 KD’000 KD’000 KD’000 
  
     
Financial assets held for trading ± 12,645 ± 3,359 -     -     
Financial assets designated at fair value 
through income statement 

 
± 75,327 

 
± 29,616 

 
-     

 
-     

Financial assets available for sale -   -     ± 13,163 ± 201 
 ────────── ────────── ────────── ────────── 
Total ± 87,972 ± 32,975 ± 13,163 ± 201 
 ══════════ ══════════ ══════════ ══════════ 
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40 RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.2 Credit risk  
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the 
other party to incur a financial loss.  The Group credit policy and exposure to credit risk is monitored on an 
ongoing basis. The Group seeks to avoid undue concentrations of risks with individuals or groups of customers 
in specific locations or business through diversification of its activities. It also obtains security when appropriate.  
 
The Group’s exposure to credit risk is limited to the carrying amounts of financial assets recognised at the 
balance sheet date, as summarized below:  
 

 2008 2007 
 KD’000 KD’000 

   
Cash and cash equivalents 55,698 68,797 
Murabaha receivables 12,635 15,784 
Loans and advances 69,208 24,615 
Financial assets designated at fair value through income statement (unquoted 
debt securities) 

 
5,164 

 
9,226 

Other assets 128,005 78,016 
 ────────── ──────────
 270,710 196,438 
 ══════════ ══════════ 

 
Information on other significant concentrations of credit risk is set out in note 40.3 
 



Global Investment House – K.S.C. (Closed) and Subsidiaries  
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
31 December 2008 
 

 

52 

 
 
40 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.3  Concentration of assets 
The distribution of assets by geographic region and industry sector was as follows: 
 

 
GCC 

Asia &  
Africa Europe USA Total 

 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 
At 31 December 2008      
Geographic region:      
Cash and cash equivalents 44,871 10,202 56 529 55,658 
Financial assets held for trading 10,344 27,451 261 517 38,573 
Financial assets designated at fair  
  value through statement of income  265,816 88,067 48 26,350 380,281 
Murabaha receivables 12,635 -     -     -     12,635 
Loans and advances 69,208 -     -     -     69,208 
Financial investments available for sale  50,255 20,636 -     -     70,891 
Investments in associates 178,981 54,018 41,595 -     274,594 
Investment properties 123,666 5,904 -     -     129,570 
Property under development 54,073 -     -     -     54,073 
Property and equipment 18,873 2,227 -     -     21,100 
Intangible assets 18,175 -     -     -     18,175 
Other assets 116,891 11,114 -     -     128,005 
 ──────── ──────── ──────── ──────── ──────── 
 963,788 219,619 41,960 27,396 1,252,763 
 ════════ ════════ ════════ ════════ ════════ 
      
Industry sector      
Trading and manufacturing 15,414 118 -     -     15,532 
Banks and financial institutions 349,956 146,798 41,744 24,595 563,093
Real estate 412,203 22,054 -     -     434,257 
Others 189,892 46,972 217 2,800 239,881 
 ──────── ──────── ──────── ──────── ──────── 
 967,465 215,942 41,961 27,395 1,252,763 
 ════════ ════════ ════════ ════════ ════════ 
At 31 December 2007      
Geographic region:      
Cash and cash equivalents 51,493 13,696 29 3,579 68,797 
Financial assets held for trading 10,259 24,689 1,195 1,624 37,767 
 Financial assets designated at fair value 

through statement of income  338,554 130,202 -     38,874 507,630 
Murabaha receivables 15,784 -     -     -     15,784 
Loans and advances 24,615 -     -     -     24,615 
Financial investments available for sale  -     18,087 -     -     18,087 
Investments in associates 21,103 74,679 -     -     95,782 
Investment properties 40,505 928 -     -     41,433 
Property and equipment 20,404 205 -     -     20,609 
Intangible assets -     4,437 -     -     4,437 
Other assets 76,296 1,720 -     -     78,016 
 ──────── ──────── ──────── ──────── ──────── 
 599,013 268,643 1,224 44,077 912,957 
 ════════ ════════ ════════ ════════ ════════ 
      
Industry sector      
Trading and manufacturing 9,927 11,381 -     -     21,308 
Banks and financial institutions 378,220 193,744 421 42,591 614,976 
Real estate 116,780 17,924 -     -     134,704 
Others 94,086 45,594 803 1,486 141,969 
 ──────── ──────── ──────── ──────── ──────── 
 599,013 268,643 1,224 44,077 912,957 
 ════════ ════════ ════════ ════════ ════════ 
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40 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.4 Credit risk from lending activities 
The Group selectively provides credit facilities in form of short-term (maturity up to 12 months) loans 
andadvances on a fully collateralized basis to its customers of the asset management and investment banking 
products. The credit sanction process typically involves customers credit appraisal in accordance with the 
Group’s credit policies and credit sanctions by the Group’s Credit Committee. 
 
The Group’s credit risk management associated with the lending activities is governed by the Group’s Credit 
Committee. The overall size of the Group’s lending activities is capped at 15% of the Group’s capital base.   The 
Group’s credit policies cover the customer eligibility criteria for credit, large exposure and concentration limits, 
eligible collateral, collateral valuation methodology, minimum collateralisation requirement, credit quality 
monitoring processes and escalation and foreclosure processes in the event of default. 
 
In accordance with the Group’s credit policies all loans and advances with past due interest or principal 
obligations are considered as non-performing and are subject to specific provisions for credit losses on basis of 
amount of impairment determined. 
 
As at 31 December 2008 KD 7 million credit facilities granted by the Group were impaired, past due, subject to 
renegotiation or subject to specific provisions for impairment. (2007: nil).  As at 31 December 2008: 62%, (31 
December 2007: 94%) of the loans and advances were more than 150% collateralized (fair value of collateral 
held: KD 71.3 million). The collateral typically includes listed and unlisted equity securities in Kuwait market 
and units in managed funds. 
 
Collateral coverage ratio Percentage of total (%) 
 2008 2007 
   
Less than 150% 38% 6% 
150% - 300% 24% 69% 
More than 300% 38% 25% 
 
40.5 Credit quality per financial asset category 
In accordance with the Group’s credit risk management policies all performing credits are graded as: high, 
medium, low and watch list. Whereas non-performing credit exposures are graded as: special mention, 
substandard, doubtful and bad. The details by financial asset class are given below: 
 
Performing credit exposures 2008 2007 
   
Cash and cash equivalents High High 
Murabaha receivables Medium High 
Loans and advances Watch list or  

Medium High 
 
Non-performing credit exposures that are graded as special mention, substandard, doubtful and bad represent 
mainly loans and advances amounting to KD 7 million that are considered fully impaired. As of 31 December 
2008, there are no past due loans and advances that are not provided for (31 December 2007: Nil). 
 
 
40.6 Liquidity risk 
Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. 
The table below summarises the maturity profile of the Group’s assets and liabilities.  Except for financial assets 
designated at fair value through income statement, financial assets available for sale and investment properties, 
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.  The maturity profile for financial assets designated at fair 
value through income statement, financial assets available for sale and investment properties is determined based 
on management's estimate of liquidation of those investments. 
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40  FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.6 Liquidity risk (continued) 
Maturity profile of assets and liabilities at 31 December 2008: 
 

 
Up to 1 month 

1-3 
months 

3-12  
months 

Over 
1 year 

 
Total 

 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 
Assets      
Cash and cash equivalents 53,658 2,000 -     -     55,658 
Financial assets held for trading -     38,573 -     -     38,573 
Financial assets designated at fair 
value through income statement 890 -     379,391 -     380,281 

Murabaha receivables -     10,920 1,715 -     12,635 
Loans and advances 2,475 52,500 14,233 -     69,208 
Financial investments available 
 for sale 

 
-     

 
-     

 
-     70,891 70,891 

Investments in associates -     -     -     274,594 274,594 
Investment properties -     -     129,570 -     129,570 
Property under development -     -     -     54,073 54,073 
Property and equipment -     -     -     21,100 21,100 
Intangible assets -     -     -     18,175 18,175 
Other assets -     -     128,005 -     128,005 
 ──────── ──────── ──────── ──────── ────────
 57,023 103,993 652,914 438,833 1,252,763 
 ════════ ════════ ════════ ════════ ════════ 
Liabilities      
Interest bearing loans and 
 borrowings  

 
694,476 

 
-     

 
-     

 
-     

 
694,476 

Bonds -     -     18,373 85,535 103,908 
Other liabilities 17,489 7,291 21,470 68,345 114,595 
 ──────── ──────── ──────── ──────── ────────
 711,965 7,291 39,843 153,880 912,979 
 ════════ ════════ ════════ ════════ ════════
 
Maturity profile of assets and liabilities at 31 December 2007: 
 

 Up to  
1 month 

1-3 
months 

3-12 
months 

Over 
1 year 

 
Total 

 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 
      

Assets      
Cash and cash equivalents 68,797 -     -     -     68,797 
Financial assets held for trading  -     37,767 -     -     37,767 
Financial assets designated at fair 

value through income statement  2,613 
 

-     505,017  -     507,630 
Murabaha receivables 5,484 -     -     10,300 15,784 
Loans and advances 9,691 6,878 4,572 3,474 24,615 
Financial investments available 
 for sale -     -     -     18,087 18,087 
Investment in associates -     -     -     95,782 95,782 
Investment properties -     -     41,433 -     41,433 
Property and equipment -     -     -     20,609 20,609 
Goodwill -     -     -     4,437 4,437 
Other assets -     -     78,016 -     78,016 
 ──────── ──────── ──────── ──────── ────────
 86,585 44,645 629,038 152,689 912,957 
 ════════ ════════ ════════ ════════ ════════ 
Liabilities      
Interest bearing loans and  
 borrowings 212,978 95,721 84,817 84,754 478,270 
Bonds -     -     -     65,000 65,000 
Other liabilities -     21,782 17,478 962 40,222 
 ──────── ──────── ──────── ──────── ──────── 
 212,978 117,503 102,295 150,716 583,492 
 ════════ ════════ ════════ ════════ ════════ 
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40     FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued) 
 
40.6 Liquidity risk (continued) 
 
The table below summarise the Group’s maturity profile of financial liabilities based on contractual 
undiscounted repayment obligations: 
 

 Up to 1  
month 

1-3 
months 

3-12 
months 

Over 
1 year 

 
Total 

 KD ′000 KD ′000 KD ′000 KD ′000 KD ′000 
As at 31 December 2008      
Interest bearing loans and  
 borrowings 

 
694,476 -     -     -     

 
694,476 

Bonds -     -     18,744   106,044 124,788 
Other liabilities 17,489 7,291 41,533 125,826 192,139 
 ────────── ────────── ────────── ────────── ─────────
 711,965 7,291 60,277 231,870 1,011,403 
 ══════════ ══════════ ══════════ ══════════ ═════════
  

As at 31 December 2007  
Interest bearing loans and 
 borrowings 213,803 97,232 92,408 91,918    495,361 
Bonds -    -    3,252 75,262 78,514
Other liabilities 824 23,293 28,321 18,388 70,826 
 ────────── ────────── ────────── ────────── ─────────
 214,627 120,525 123,981 185,568 644,701 
 ══════════ ══════════ ══════════ ══════════ ═════════
 

In accordance with the Group’s liquidity management policies a minimum percentage of total assets are 
maintained in financial assets for which there is a liquid market.   
 

 2008 2007 
 KD ′000 KD ′000 

   
Cash and cash equivalents 55,658 68,797 
Quoted securities and managed funds 219,036    360,401 
 ─────── ───────
Total 274,694 429,198 
 ═══════ ═══════
 
Total liquid assets exclude investments amounting to KD 14.040 million (2007: KD 14.247 million) in the 
managed funds representing the regulatory minimum investment in these funds. The Group’s equity, debt and 
real estate investment are primarily concentrated in GCC and rest of MENA region.   In the backdrop of global 
financial crisis these markets have experienced a significant decline in quoted prices and valuations accompanied 
with decline in traded volumes in quoted markets and decline in transactions and deals in case of unquoted 
securities and real estate. This has adversely impacted the Groups liquidity position. Therefore, in 2008, quoted 
securities and managed funds have been included in the liquid assets after applying a 10% (2007: Nil) liquidity 
discount. 
 
On 15 December 2008, the Parent Company defaulted on repayment of a USD 200 million (KD 55.270 million) 
syndicated facility and suspended the principal repayments of all its debt obligations towards the banks and 
financial institutions falling due after that date. As a result of cross-default provisions in most of the credit 
facility agreements, the Group defaulted on almost entire debt obligations. Cross-default provisions typically 
state that if any of the financial indebtness is not paid when due, than all other financial indebtness becomes 
prematurely due and payable and undrawn commitments stand cancelled (Note 30). As a result of the default, all 
the interest bearing loans and borrowings have become repayable on demand; the undiscounted repayment 
obligations are same as that of the principal amount. The interest on the borrowings up to date of  maturity of the 
interest bearing loans and borrowings (in case of no default)  is KD 41.15 million (2007: KD 30.61 million). 
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41 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES BY CATEGORY 
 
The carrying amounts of the Group’s financial assets and liabilities as stated in the consolidated balance sheet 
may also be categorized as follows: 
 

          2008          2007 
 KD ′000 KD ′000 KD ′000 KD ′000

 Fair value Amortised cost Fair value Amortized cost 
     
Financial Assets:    
Cash and cash equivalents 55,658 -     68,797 -     
Financial assets held for  trading 38,573 -     37,767 -     
Financial assets designated at fair value 
 through income statement 

 
380,281 

 
-     

 
507,630 

 
-     

Murabaha receivables -     12,635 -     15,784 
Loans and advances  69,208 -     24,615 
Financial assets available for sale  70,891 -     18,087 -     
Other assets -     128,005 -     78,016 
 ────────── ────────── ────────── ──────────
 545,403 209,848 632,281 118,415 
 ══════════ ══════════ ══════════ ══════════
     

Financial liabilities:     
Short term borrowings -     550,951 -     244,349 
Wakala payable -     143,525 -     149,167 
Medium term borrowings -     -     -     84,754 
Bonds -     103,908 -     65,000 
Other liabilities -     114,595 -     40,222 
 ────────── ────────── ────────── ──────────

 -     912,979 -     583,492 
 ══════════ ══════════ ══════════ ══════════

 
 
42 CAPITAL RISK MANAGEMENT 
 
The Group’s capital management objectives are to ensure the Group’s ability to continue as a going concern and 
to provide adequate return to its shareholders through the optimization of the capital structure. 
 
The Group manages the capital structure and makes adjustments in the light of changes in economic conditions 
and risk characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group 
may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell 
assets to reduce debt.  
 
The capital structure of the Group consists of the following: 

 2008 2007 
 KD ′000 KD ′000 

   
Interest bearing loans and borrowings  (note 30) 694,476 478,270 
Bonds (note 31) 103,908 65,000 
Less: Cash and cash equivalents (note 13) (55,658) (68,797) 

 ──────── ──────── 
Net debt 742,726 474,473 

 ════════ ════════ 
 Equity attributable to the equity holders of the Parent Company  303,487 323,051 
 ════════ ════════ 
 
Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. Under the 
Group’s funding and risk policies the leverage ratio (debt to equity ratio) is capped at 2.25 times. However, due 
to decline in shareholders’ equity resulting from net losses, the Group’s leverage increased to 2.45 times. 
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42 CAPITAL RISK MANAGEMENT (continued) 
 
This ratio is calculated as net debt divided by equity as follows: 
 

 2008 2007 
 KD ′000 KD ′000 

   
Net debt 742,726 474,473 
Equity attributable to the equity holders of the Parent Company 303,487 323,051 
   
Net debt to equity ratio 2.45 1.47 
 
 
43 FAIR VALUE OF FINANCIAL INSTRUMENTS  
 
Financial instruments comprise of financial assets and financial liabilities. 
 
Financial assets consist of cash and cash equivalents, financial assets held for trading , financial assets 
designated at fair value through income statement, murabaha receivables, loans and advances and other assets. 
 
Financial liabilities consist of short term borrowings, wakala payables, medium term borrowings, bonds and 
other liabilities 
 
Fair values of all financial instruments, except for  bonds with fixed interest rates amounting to KD 64.872 
million (2007: KD 28 million), are not materially different from their carrying values. 
 
 
44 SUBSEQUENT EVENTS  
 
Subsequent to the balance sheet date, as a result of volatility in the local and global equity markets, there has been a 
decline in the major stock indices throughout the world including Kuwait, GCC and MENA region. 
 
The decline in the stock market indices, subsequent to the balance sheet date up to 3 February 2009, the date of the 
approval of the consolidated financial statements was as follows:  
 

 Up to 3 February 2009 
  
GCC  9 - 10% 
Asia and Africa  7 - 8% 
Others   7 - 8% 
  
  




