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2.8 Investments at fair value through income statement

Investments are initially recognized at cost, being the fair value of the considerations given, 
which is measured using settlement date, including all acquisition costs associated with 
investments.

After initial recognition, investments at fair value through income statement are measured at 
fair value. The fair value of investments traded in recognized financial markets is their quoted 
market price based on the last bid price. For investments where there is no quoted market 
price, a reasonable estimate of fair value is determined by reference to the current market 
value of another instrument that is substantially the same or is based on discounted cash flow 
analysis or option pricing models. 

Investment are considered as investment at fair value through income statement if they are 
purchased for resale in the short run or so they are classified by the  management. Any 
realized or unrealized gains or losses are recognized in the statement of income for the period 
in which it takes place.

2.9  Investment in associate

Investment in associate is stated at fair value.

2.10 Impairment

At each balance sheet date the group reviews the carrying amounts of its tangible and 
intangible assets, to determine whether there is any indication that those assets have 
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset 
is estimated in order to determine the extent of the impairment loss (if any). Where it is not 
possible to estimate the recoverable amount of an individual asset, the group estimates the 
recoverable amount of the cash generating unit to which the asset belongs.

The recoverable amount is the higher of an asset’s net selling price and its value in use. 
Recoverable amount is determined for each individual asset or if that is not determinable the 
recoverable amount is determined for the cash-generating unit to which the asset belongs.

If an indication exists, that an impairment loss recognised for an asset in prior years may no 
longer exist or may have decreased, that loss is reversed and recognised as income in the 
statement of income. However, the increase in the carrying amount of the asset shall not 
exceed the carrying amount that would have been determined as if no impairment loss 
been recognised in prior years.
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2.11  Accounts receivable

Accounts receivable are stated at fair value.

2.12  Payables

Creditors and other credit balances are stated at fair value.

2.13  Provisions

Provisions are recognized when the group has a legal or constructive obligation as a result 
of a past event, and it is probable that an outflow of economic benefits will be required to 
settle that obligation.

2.14  Employees end of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labour Law and 
employment 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.

2.1�  Foreign currency translation

Foreign currency transactions are recorded in Kuwaiti Dinars at the rate of exchange 
prevailing at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies are translated into Kuwaiti Dinars at the rate of exchange prevailing on the 
balance sheet date.  Resulting gains or losses are recognized in the statement of income.

2.16  Revenue recognition

Revenue from Murabaha investment is recognized on a weighted time apportionment basis. 
Other income is accrued on a time basis, by reference to the principal outstanding and 
at the income rate applicable. Dividend income from investments is recognized when the 
shareholders rights to receive payment has been established
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2.1�  Critical accounting estimates and judgements

The preparation of consolidated financial statements in conformity with approved accounting 
standards requires the use of certain critical accounting estimates. It also requires the 
management to exercise its judgements in the process of applying the group’s accounting 
policies. Estimates and judgments are continually evaluated and are based on historical 
experience, including expectation of future events that are belived to reasonable under the 
circustances. The areas where various assumptions and estimates are significate to the group 
fianancial statements are determination and measurement of useful life and residual value of 
property and equipment and classification and valuation of investments in securities.

3  Cash and cash equivalents

2008 200�
KD KD

Cash in hand  2,598 818
Cash and balances with banks 8,164,368 2,188,437
Murabaha investments 800,043  - 

8,967,009 2,189,2��

4  Investment in Murabaha

It represents amounts managed by certain Islamic local financial institutions for the benefit 
of the Group to be invested in murabaha deals, which include purchasing goods and selling 
them through murabaha trading operation.

� Investments at fair value through income statement

2008 200�
KD KD

Quoted fund 600,650 1,624,436
Unquoted investments 2,397,701 4,871,721

2,998,351 6,496,157

Since the fair value of unquoted investments are not available as of 31 December 2008 the 
investments are stated at carrying value.
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6 Accounts receivable and other debit balances

2008 200�
KD KD

Due from related parties 149,558 4,656,934
Advance paid for purchase of land  - 1,0��,�62
Advances 96,973  - 
Other Receivable 163,184 326,0�0
Accrued revenue 54,851 49,627
Prepaid expenses 20,941 5,493

485,507 6,093,866

�   Property, plant and equipment 

   
 Furniture 
 & fixtures 

 Computers 
 Capital work 

 in Progress 
 Total 

KD KD KD KD
Cost

Cost at 31.12.200� 24,308 11,083 102,263 137,654
Assets acquired during the year 4,890 3,861  - 8,��1
Disposals (22,208) (450) (102,263) (124,921)
Cost at 31.12.2008 6,990 14,494  - 21,484

Accumulated depreciation
Depreciation at 31.12.200� (9,418) (3,420)  (8�,�36) (98,574)
Depreciation for the year (�,39�) (2,8�6)  - (8,2�1)
Disposals 13,12� 2��  8�,�36 99,116
Accumulated depreciation at 
31.12.2008

(1,688) (6,021)  - (�,�09)

Net book value at 31.12.2008 �,302 8,473  - 13,���
Net book value at 31.12.200� 14,890 �,663 16,�2� 39,080
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 8 Investment in unconsolidated subsidiaries

It represents the cost of investment in unconsolidated subsidiaries wholly owned by the 
Company, which are as follows:

Ownership 2008 2007
Percentage (%) KD KD

Morocco North Africa Holding Company Limited 100% 17,178  1�,1�8 
Al Sham Gulf Company Limited 100% 4,033  4,033 
Al Sham Gulf Holding Company 100% 2,333,980  1,425,840 
Sidar Gulf North Africa Holding Co. 60% 13,104  - 
SARL El Awras El Khalijia Promotion Immo 100% 23,052  - 

2,391,347 1,447,051 

Since the audited financial statements are not available for the above subsidiaries the Group 
did not consolidate the financial statements of the the above subsidiaries.

9 Investments available for sale

It represents investment in unquoted securities . The fair value of these unquoted securities 
which have no active market price could not be determined hence these are stated at 
carrying value.

10 Share capital

The Company’s share capital comprises 1�0,000,000 authorized, issued and paid-up shares 
of 100 fils  each .

11 Statutory reserve

In accordance with the Commercial Companies Law of 1960, as amended, and the 
Company’s Articles of Association, 10% of the net profit for the year, before contribution to 
KFAS, is required to be transferred to the statutory reserve until the reserve totals �0% of the 
paid up share capital.

This reserve is not available for distribution except for payment of a dividend of �% of paid up 
share capital in years when the profit is not sufficient for the payment of such dividend.
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12 Voluntary reserve

In accordance with the company’s Articles of Association, 10% of the net profit for the 
year, is required to be transferred to the voluntary reserve. Such annual transfers can be 
discontinued by a resolution of the shareholders in the annual general assembly meeting 
upon recommendation by the board of directors. There are no restriction on the distribution 
of this reserve.

13  Accounts payable and other credit balances

2008 200�
KD KD

Accounts payable 677,418 1,8�3,868
Due to subsidiary companies  -  - 
Related party payables 2,465,447 249,416
Accrued expenses 248,223 183,401
Staff leave provision 46,291 26,302
Dividend payable 750  - 
Payable to KFAS 22,462 20,�68
Zakat payables 25,180 1,402

3,485,771 2,334,957

14 Service revenue

It represents income earned for rendering services in the form of marketing, placement, 
arrangment and identifying investment opportunities.

1� Administrative expenses

2008 200�
KD KD

Staff cost  600,755  348,688 
Rent  41,632  14,400 
Traveling expenses  54,763  39,984 
Consultancy expense  50,300  �9,130 
Foreign exchange loss  -  80,803 
Other expenses  78,158  29�,866 

 825,608  860,8�1 
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16 Dividends

The board of directors have proposed a dividend of 10 % over the paid up capital (2007: 
7.5%). The financial statements are not amended to reflect the proposed dividend as the 
board awaits for the approval of the shareholders at the general assembly meeting.

1� Related party transactions

These represent transactions with certain parties (shareholders and enterprises that are under 
common control) entered into by the Group in the ordinary course of business. Terms of these 
transactions are approved by the management.

Transactions with related parties included in the Statement of Income are as follows:-

2008 200�
KD KD

Service income 1,683,920  - 
Realized profit on sale of investment property  431,107  - 
Administrative expenses  -  24,250 

Balances of transactions with related parties included in the Balance Sheet are as follows :-

2008 200�
KD KD

Current assets:
Trade and other receivable  149,558  4,656,934 

Current liabilities 
Trade and other payable  2,465,447  249,416 

18 Fair Value of financial instruments

The fair value is the amount for which an asset could be exchanged or a liability settled, 
between knowledgeable, willing parties in an arm’s length transaction other than in a forced 
liquidation or sale. Fair values are obtained from quoted market prices, discounted cash 
flow models and other appropriate methods. At the balance sheet date, the fair value of 
financial instruments approximated their carrying amounts.
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19 Capital Management

The Group’s capital management objectives are to ensure the group’s ability to continue as 
a going concern in order to provide an adequate return to shareholders and maintain an 
optimal capital structure to reduce the cost of capital.

20 Risk Management

Risk is inherent in the Group’s activities but it is managed through a process of on going 
identification, measurement and monitoring, subject to risk limits and other controls. The 
Group is exposed to credit risk, liquidity risk and market risk.

The Group’s risk management is carried out by the management and  focuses on a actively 
securing the Group’s short to medium term cash flows by minimizing the potential adverse 
effects on the Group’s performance through internal risk reports which analyse by degree 
and magnitude of risks. Long term financial investments are managed to generate lasting 
returns.

21  Credit Risk

Credit risk is the risk that one party to a financial statement will fail to discharge an obligation 
and cause the other party to incur a financial loss. The Group’s credit policy and exposure to 
credit risk is monitored on an ongoing basis. The Group seeks to avoid undue concentration of 
risks with individuals or Group’s customers in specific locations or business through diversification 
of its activities. It also obtains security when appropriate. It is the Group’s policy to deal only 
with creditworthy counterparties.

The Group’s exposure to credit risk is limited to the carrying amounts of financial assets 
recognised at the balance sheet date, as summarised below:

2008 200�
KD KD

Bank balances 8,164,368 2,188,437
Murabaha investment 800,043 2,000,000
Accounts and other receivables 464,566 6,088,3�3

Total credit exposure 9,428,977 10,2�6,810



C

M

Y

CM

MY

CY

CMY

K

AnnualDesignCS2 copy.pdf   7/22/09   7:29:19 AM

31

The Group considers all the above financial assets that are not impaired for each of the 
reporting dates under review are of good credit quality.

In respect of trade and other receivables , the Group is not exposed to any significant 
credit risk exposure to any single counterparty or any group of counterparties having similar 
characteristics.

The credit risk for liquid funds and other short-term financial assets is considered negligible, 
since the counterparties are reputable banks with high quality external credit rating.

22 Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To 
limit this risk, the management has arranged diversified funding sources, manages assets with 
liquidity in mind, and monitors liquidity on a daily basis.

The maturity profile of the assets, equity and liabilities at 31 December 2008

Up to 1
Month

1-2
Months

3-12
Months

Over 
One year

Total

KD KD KD KD KD

Assets

Cash and bank balances 8,967,009  -  -  - 8,967,009 
Trade and other receivables 75,792 163,184 246,531 485,507 
Investment carried at fair value  -  - 2,998,351  - 2,998,351 
Investment available for sale  -  -  - 7,155,647 7,155,647 
Investment in subsidiaries  -  -  - 2,391,347 2,391,347 
Investment in associate  -  -  - 1,127,064 1,127,064 
Property, plant and equipment  -  -  - 13,775 13,775 

Total assets 9,042,801 163,184 3,244,882 10,687,833 23,138,700 

Liabilities

Provisions  -  -  - 42,336 42,336 
Trade and other payables 677,418 271,435 2,536,918  - 3,485,771 
Equity  -  -  - 19,610,593 19,610,593 

Total liabilities 677,418 271,435 2,536,918 19,652,929 23,138,700 
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The maturity profile of the assets, equity and liabilities at 31 December 2007

Up to 1
Month

1-2
Months

3-12
Months

Over 
One year

Total

KD KD KD KD KD

Assets

Cash and bank balances 2,189,2��  -  -  - 2,189,2�� 
Murabaha investment 2,000,000  -  -  - 2,000,000 
Trade and other receivables ��,120 326,0�0 �,�12,696  - 6,093,866 
Investment carried at fair value  -  - 6,496,157  - 6,496,157 
Investment available for sale  -  -  - 2,391,01� 2,391,01� 
Investment in unconsolidated 
 subsidiaries  -  -  - 1,447,051 1,447,051 
Property, plant and equipment  -  -  - 39,080 39,080 

Total assets 4,244,375 326,0�0 12,208,8�3 3,877,146 20,656,424 

Liabilities

Provisions  -  -  - 20,08� 20,08� 
Trade and other payables 1,8�3,868 20�,3�1 2��,�18  - 2,334,957 
Equity  -  -  - 18,301,380 18,301,380 

Total liabilities 1,8�3,868 20�,3�1 2��,�18 18,321,467 20,656,424 
 

23 Market risk

Market risk is the risk that the value of an asset will fluctuate as a result of changes in the 
market variables such as interest rates, foreign exchange rate, and equity price, whether 
those changes are caused by factors specific to the individual investment or its issuer or 
factors affecting all investments traded in the market.

Market risk is managed on the basis of pre-determined asset allocation across various asset 
categories, diversification of assets, a continuous appraisal of market conditions and trends 
and the management estimate of long term and short term changes in fair value.

24 Previous year figures

Previous years’s figures have been reclassified wherever necessary, to conform to the current 
year’s presentation.


