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Kuwait Finance and Investment Company K.$.C (Closed)
Kuwait

Report on Review of Interim Condensed Consolidated Financial Information to the Board of Directors

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of Kuwait
Finance and Investment Company (K.5.C Closed) (“the Parent Company”) and its subsidiaties (together referred
to as “the Group”) as of 30 June 2009 and the related interim condensed consolidated statements of incorme,
comprehensive income, changes in equity and cash flows for the six-month period then ended. Management is
responsible for the preparation and presentation of this interim financial information in accordance with basis of
preparation as mentioned in (Note 2). Our responsibility is to express a conclusion on this interim condensed
financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, "Review of
Interim Financial Information Parformed by the Independent Auditor of the Entity”.

A roview of interim condensed consolidated financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted in accordance with International Standards on

" Auditing and conseqquently does not enable us te obtain assurance that we would become aware of all significant
matiers that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed consolidated financial information is not prepared, in all material respects, in accordance with the
basis of preparation as disclosed in Note (2).

Report on Review of Other Legal and Regulatory Requirements

Further, hased on our review, the interim condensed consolidated financial information fs in agreement with the
books of the Parent Company. We further report that to the best of our knowledge and belief, no violatians of
the Commercial Companies Law of 1960, as amended, or of the Articles of Association of the Parent Company
have occurred during the period ended 30 June 2009 that might have had a material effect on the business of the
Group or on its consolidated financial position.

Wae further report that, during the course of our review, we have not become aware of any material violations of
the provisions of Law No. 32 of 1968 as amended, concerning currency, the Central Bank of Kuwait and the
Organization of Banking Business and its related regulations during the period ended 30 June 2009,

-— = 3 [ T e~
Bader A. AI—Wazzpn Dr. Saud AHumaidi
License No. 62A : License No. 51A
PricewaterhouseCoopers Al-Humaidi & Partners
Independent Member of Baker Tilly International

KAt



[image: image4.png]Fax from

¢ 2413048

" Kuwait Finance and Investment Company K.5.C. (Closed)

And its subsidiaries

13-88-89 11

~ Interim Condensed Consolidated Statement of Financial Pesition as of 30 June 2009

{Unaudited)
{(All amounts are in Kuwaiti Dinars)
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Assels

Cash and cash equivalents

Investments at fair vatue through profit or loss
Finance receivables

Investments available for sale

tnvestments in associates

Other assets

Property and equipment

Intangible assets

Total assets

Liabilities and equity
Liabilities

Bank overdraft

Term loans

Bonds

Other liabilities
Total liabilities

Equity

Equity attributable to the shareholders of the Parent Company:

Share capital

Share premium

I reasury shares

Statutory reserve

General reserve

Change in fair value reserve

Treasury shares reserve

Foreign currency translation reserve
Equity transactions reserve
(Accumulated losses)/ retained earmings

Non-controlling interest
Total equity
Total liabilities and equity

Note

[ XN ¥, QN N S¥}

10

30 june 31 December 30 June
2009 2008 2008
(Audited)
10,125,543 2,966,689 6,172,524
31,310,585 29,090,110 69,900,739
68,985,225 88,561,477 103,606,909
28,562,085 30,319,099 36,915,407
25,339,435 25,104,711 -
3,912,802 3,855,150 9,227,928
1,435,209 a0s,709 005,477
22,745,891 22,752,541  24,736.4N
192,416,585 203,578,486 251,557,475
7,226,022 11,645,616 3,875,670
114,914,416 121,129,666 127,509,333
21,475,167 21,456,542 21,437,917
1,884,122 5,527,169 2,573,406
145,499,727 159,759,193 155,396,326
41,930,970 41,930,970 41,930,970
2,210,849 2,210,849 2,210,849
(11,153,795) (13,836,304) (5,563,474)
8,948,771 = 8,948,771 8,948,771
6,481,578 7,704,302 7,704,302
{550,020).  (4,777,937) (849,615)
- 162,389 88,269
1,406,801 385,866  (1,083,360)
130,781 130,781 751,127
(15,935,499) (12,769451) 21,600,234
33,461,436 30,090,236 75,738,073
13,455,722 13,728,057 20,423,076
46917158 43,819,293 96,161,149
192,416,855 _2_(?3,578,436 _251 ,557,475

The attached nates form an integral part of this interim condensed consolidated financial information,

Sana Jumah
Chief Executive Officer

===""Riham Fouad A}

anim

Vice Chairman
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Revenucs

Finance income

Investments income ! {losses) '

Group’s share in associates’ results
Losses from sale of share in an associate
Management and advisory fees

Net brolerage commissions

Other income

Expenses

Finance cost

Staff expenses

Depreciation and amortization

Marketing expenses '
Other operating expenses
Pravisions

Contribution to Kuwait Foundation for the
Advancement of Science (KFAS)
National labour support tax
Zakat

Net profit / (loss) for the period
Attributable to:

Shareholders of the Parent Company
Nan-controlling interest

Net profit / loss) for the period

Earnings / (losses} per share attributable to the
shareholdets of the Parent Company (fils)

Note

11

12

i

Three months ended

Six months ended

30 June 30 June
2009 2008 2009 2008
1,063,144 3,536,010 3,526,092 6,335,061
5,175,079 4,437,573 (935,620) 6,757,967
(731,577 - {456,B68) -
{33,289 - [103,238) -
404,434 1,944,695 749,556 4,002,554
1,513,266 848,375 2,008 694 1,816,233
331,562 66,781 125,895 303,650
7,727,619 10,833,434 5,003,811 19,215,465
2,258,429 2,752,597 4,699,499 5,039,844
807,634 645,942 1,603,371 1,202,480
119,398 103,221 229,155 209,123
26,599 18,853 32,380 103,990
1,038,350 708,805 1,527,902 1,111,550
448,550 172,724 849 236 ‘518,824
- 46,028 - 75,345
- 126,311 - 209,866
- 46,639 . 73,154
4,698,960 4,621,120 8,941,543 8,544.176
3,028,659 6,212,314 (3,937,732 10,671,289
2,923,687 5,040,730 (3,166,048) 9,092 553
104,972 1,171,584 (771,684) 1,578,736
3,028,650 6,212,314 (3,937,723) _ 10,671,289
7.6 12.9 {8.2) 22.4

The attached notes form an integral part of this interim condensed consolidated financial information.
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Kuwait Finance and Investment Company K.5.C. (Closed)
And its subsidiaries
Interim Condensed Consolidated Statement of Comprehensive Income
For the six months ended 30 June 2009 ‘
{Unaudited)
(Al amounts are in Kuwaiti Dinars)
Three months ended Six months ended
| 30 June 30 June
Note 2009 2008 2009 2008
Net profit / (1o0ss) for the pericd 3,028,659 6,212,314 (3,937,732 10,671,289
Other condensed consolidated comprehensive ! :
income
Avaitable for sale investments 13 1,699,034 1,568,108 4,213,685 (1,312,309)
Currencies translation differences (554,197)  (354,930) 1,524,516  {1.611,630)

1,145,737 1,213,178 5,733,201 (2,923,939

Total condensed consolidated comprehensive |
income for the period 4,174,396  7,425492 1,800,469 7,747,350

Distributed as following: :
Sharehoiders of the Parent Company 4,219,846 6,131,623 2,073,804 7,360,646
Non-controlling interest (45,450) 1,293,869  (273,335) 386,704

The attached notes form an integral part of this interim condensed consolidated financial information.
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Kuwait Finance and Investment Company K.8.C. (Closed)
And its subsidiaries
Interim Condensed Consolidated Statement of Cash Flows
For the six months ended 30 june 2009
(Unaudited)
(All amounts are in Kuwaiti Dinars}

Note 2009 2008
Operating Activities '
Net {loss) / profit for the period (3,937,732) 160,671,289
Adjustments:
Depreciation and amortisation 229,155 209,123
Provisions 549,236 518,824
Amortisation of bond issue fers 158,625 18,625
Group’s share in associates’ results 456,868 -
Losses from saie of share in associate 103,938 -
Gain from available for sale investments {(194,001) {1,630,642)
Finance cost 4,659,409 5,039,844
Operating profit before changes in operating assets and liabilities 2,225,498 14,827,063
Finance receivables 18,726,916 (9,777,823)
Investments at fair value through profit or lpss (2,220,485) (13,229,948}
Other assets (57,652) (4,026,730}
Other liabilities (2,299,607) (3,395,631)
Net cash generated from / {used in) operating activities 16,374,670 (15,003,269)
Investing Activities
Purchase of property and equipment {758,467} {250,910
Proceeds from sale of propérty and equipment 9,462 -
Acquisition of additional shares in a subsidiary - (7,830,000
Dividends received 873,849 1,019,221
Proceeds from sale of share in an associate 255,703 -
Acouisition of additional share in an associate (814,703) -
Purchase of available for sale investments (30,368,893) {(18,669,279)
Proceeds from sale of available for sale investments 35,760,541 16,716,243
Net cash generated from / (used in) investing activities 4,957,492 (9,014,725}
Financing Activities
Term loans and overdraft facilities (10,635,044) 40,865,300
Finance cost paid (4,855,660 (9,237,743}
Purchase of treasury shares {543,047 (1,930,717)
Sale of treasury shares 1,840,439 1,686,283
Dividends paid - (10,139,992)
Net cash (used in) / generated from financing activities (14,193,308) 25,243 131
increase in cash and cash equivalents 7,138.854 625,137
Cash and cash equivalents at beginning of periad 2,986,689 5,547,387
Cash and cash equivalents at end of period 3 10,125,543 6,172,524

The attached notes form an integral part of this interim condensed consolidated financial information.
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Kuwait Finance and Investment Company K.S.C. (Closed)
And its subsidiaries

Notes to the interim Condensed Consolidated Financial Information
For the six months ended 30 June 2009
(Unaudited)

(Al amounts are in Kuwaiti Dinars uniess otherwise stated)

1.

Incorporation and activities

Kuwait Finance and Investment Company K.3.C. (Closed) (the Parent Company) is a Kuwaiti
Shareholding Closed Company incorporated on 29 March. 2000 in accordance with Commercial
Companies Law No. 15 of 1960. The Parent Company is regulated by the Central Bank of Kuwait as an

invelstment Company and its shares are listed on the Kuwait Stock Exchange and the Dubai Financial
Market. :

The Parent Company's registered office is at Arbia Tower, Sharg, Kuwait city.

The Parent Company and its subsidiaries (the Group) are principally engaged in consumer and
commercial financing activities, managing funds and portfolics on behalf of clients, investing in
securities, brokerage activities and providing consulting services.

The interim condensed consolidated financial information. includes the financial information of the
Parent Company and its subsidiaries “KFIC Financial Brokerage” (Formerly: Al Ahliva  Financial
Brokerage Company K.5.C.C) and its fund “KFIC Private Equity Fund” together refesred to as “The
Group”.

Ownership percentage
30 june 31 December 30 june

Description Activity 2009 2008 2008
(Auditedy

KFIC Fimancial Brokerage Company {Farmerly:

Al Ahliya Financial Brokerage Company K.5.C.C.) Brokerage - 4% 94% 94%

KFIC Private Equity Fund - WLL investment 66.97% 66.97% 57.5%

In September 2008, the  shareholders of the Parent Company approved the appointment of an
independent consultant to evaluate the transformation of the Group’s activities to be Sharia’a compliant
after obtaining appraval from the Central Bank of Kuwait.

The interim condensed consolidated financial information of Kuwait Finance and Investment Company
K.S.C. (Closed) and its subsidiaries for the period ended 30 June 2009 were authorized for issue by the
Board of Directors on 12 August 2009

Rasis of preparation

The interim condensed consolidated financial information has been prepared in accordance with |AS 34
“Interim Financial Reporting”. However, they do not include ail the information and notes required for
complete financial statements prepared in accordance with International Financial Reporting standards
(IFRS) as adopted for use in the State of Kuwait for financial institutions regulated by the Central Bank of
Kuwait. These regulations require adoption of ail International Financial Reporting Standards (JFRS)
except for the 1AS 39 requirement for collective provision, which has been replaced by the Central Bank
of Kuwait’s requirements for a minimum general provision,

The Group’s policy in calculating the impairment provision for finance receivables complies in all
material respects with the specific provision requirements of the Central Bank of Kuwait and IFRS. In 12
March 2007, the Central Bank of Kuwait issued a circular amending the basis of making minimum
general provision on financing receivables, changing the rate from 2% to 1% for cash facilities and 2%
to 0.5% for non-cash facilities. The revised rates were applied effective from 1 January 2007 on the net
increase in facilities, net of certain restricted categories of collateral during the reporting period.

fhe accounting policies used in the preparation of the interim condensed consolidated financial
information are ronsistent with those used in the preparation of the consolidated financial statements for
the year ended 31 December 2008.

During the period, the Croup has adopted the following standards effective for annual periods
beginning on or after 1 January 2009.
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Kuwait Finance and Investment Company K.S.C. (Closed)
And its subsidiartes :

Notes to the Interim Condensed Consolidated Financial Information
" For the six months endad 30 June 2009

(Unaudited)

(Al amounts are in Kuwaiti Dinars unfess otherwise stated)

IAS 1 'Presentation of Financial Statements’ (Revised):

The revised standard requires only owner changes in equity to be presented in the staternent of changes
in equity. All non-owner changes in equity (i.e. comprehensive income) are required to be presented
separately from owner changes in equity in a statement of comprehensive income. Components of
comprehensive income are not permitted o be presented in the statement of changes in equity.,

[FRS 8 '‘Operating segments’:

The new standard which replaced 1AS 14 ‘Segment reporting’ requires a ‘management approach’ under
which segment information is presented on the same basis as that for internal reporting purposes. In
addition, the segments are reporied in a manner that is more consistent with the internal reporting
provided to the chief operating decision-maker.

In the opinion of management, all adjustments (consisting of nermai recurring accruals) considered
necessary for a fair presentation have been included. Operating results for the period ended

30 june 2009 are not necessarily indicative of the results that may be expected for the year ending

31 December 2009, For further information, refer to the consolidated financial statements and notes for
the year ended 31 December 2008. . :

Cash and cash equivalents

30 june 31 December 30 June
2009 2008 2008

(Audited)
Bank balances 10,125,543 2,986,689 6,172,524
Less: Bank overdraft (7,226,022) {11,645,816) (3.875,670)
2,899,521 _ (8,659,127) 2,296,854

Investments at fair value through profit or loss _

30 June ~ 371 December 30 June
2009 2008 2008

(Audited)
Held for trading investments ~ quoted 3,582,241 1 6,935 22,450,274
Designated at fair value at inception - quoted 365,119 87,273 946,31 E
Designated at fair value at inception - unquoted 27,363,235 28,495,902 46,504,147

31,310,595

29,090,110 69,900,739

investments designed at fair value at inception include unguoted investments with an amount of
KD 27,363,235 whose fair values have been determined by reference to the latest deals on those
investments and other valuation techniques.

The following is an analysis of investments at fair value through profit or loss on geographical basis:

30 June 31 December 30 june
2009 2008 2008

: (Audited)
GCC and Middle East securities 31,310,595 29,040,864 68,325,451
Foreign securities : - 49,246 ‘1 575,288
31,310,595 29,090,110 b%9Q9J39
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Kuwait Finance and Investment Company K.5.C. (Closed)
And its subsidiaries
Notes to the Inferim Condensed Consolidated Financial Information
For the six months ended 30 june 2009
{(Unaudited)
{All amounts are in Kuwaiti Dinars unfess otherwise stated)
5. Finance receivables
30 June 371 December 30 june
2009 2008 2008
(Audited)
Gross receivables 78,359,676 100,432,167 119,853,623
Less: Discount effect {5,677,161) (9,022,736) (12,641,756)
72,682,515 91,409,431 107,211,867
Less: Provision for credit losses (3,697,190) (2,847,954) (3,604,258)
68‘,985,3_25 88,561,477 103,606,909
The average effective interest rate on the finance receivables amounted to 7% as of 30 June 2009 (8.9%
as of 31 December 2008 and 2.75% as at 30 June 2008).
6. Investments available for sale
30 june 31 December 30 June
2009 2008 2003
(Audited)
. Quoted sacurities 21,233,693 22,965,316 28,702,100
Unguoted securities 7,328,392 7,353,783 8,213,307
28,562,085 30,319,099 36,91-5,407
Geographical analysis of available for sale investments:
30 june = 31 December 30 june
2009 2008 2008
{Audited)
Investments in Middle East countries 28,078,307 29,959,291 36,103,895
investments in foreign countries 483,778 359,808 811,512
28,562,065 30,219,099 36,915,407
7. Other assets
30 June 371 December 30 June
009 2008 2008
_ (Audited)
Kuwait Clearing Company 706,407 301,717 661 ,182
Other receivables ' 1,342,973 1,708,360 2,578,621
Receivable on sale of investments - - 893,493
Accrued income 1,477,495 1,634,707 4,566,032
Prepayments 135,027 154,566 278,593
Deposit with clearing Company 250,000 55,800 250,000
3,912,802 3.8’55,150 9,22?,928




[image: image12.png]Fax fromn

1 2413848 13-68-89 11:19 Pg: 12

Kuwait Finance and Investment Company K.5.C. (Closed)
And its subsidiaries

Notes to the Interitm Condensed Consolidated Financial Information
For the six months ended 30 June 2009

(Unaudited) .
(All amounts are in Kuwaiti Dinars unless otherwise stated)

8.

10.

Term loans

~ The term loans are granted against a negative pledge on any of the Group’s assets during the duration of
the loans contracts.

— Term loans mature as follows:

30 June Interest 31 December interest 30 june Interest
2009 rate 2008 - rate 2008 rate -
{Audited)
Within one year 106,914,416  5.90% 110,129,666  6.06% 113,206,666 7.98%
Between one and two years 2,000,000 6% 4,000,000 6.13% 11,602,667 6.88%
Between two and five years 6,000,000 6% 7,000,000 6.57% 2,000,000 7.50%
114,914,416 121,122,666 127,509,333

— The Parent Company is currently renegotiating a rescheduling of the repayment terms of these loans. The
Parent Company and the lenders have reached the terms of rescheduling expecied to be executed shortly
which include the transfer of all the facilities inte a single syndicated loan to be secured by the Group’s
assels and requires an increase in the Parent Company’s share capital and the commitment from existing
shareholders to underwrite the share capital increase.

Share capital

— The paid up and issued capital of the Parent Company is to KD 41,930,970 comprising of 419,309,700
shares 100 fils per share as of 30 lune 2009 (31 December 2008 - KD 41,930,970 comprising of
419,309,700 shares, 30 June 2008 — KD 41,330,970 comprising of 419,309,700 shares).

—~ On 4 June 2009, an ordinary and extraordinary general assembly of the Parent Company's shareholders
resolved to cancel the resolution adopted at the ordinary and extraordinary general assembly held on
2 September 2008 to increase the Parent Company's share capital from KD 41,830,970 to

KD 63,735,075 due to the current economic conditions. The shareholders of the Parent Company also
approved the consalidated financial statements for the year ended 31 December 2008, and approved no

distribution of cash dividends for the year 2008.

Treasury shares
30 June 31 December 30 june
2009 2008 2008
{Audited)

Number of shares (share) 35,004,453 41,739,466 14,980,000

Percentage of the share capital (%) 8.35 9.95 ; 3.6
Market value (KD) : 6,372,674 9,487,219 5,083 200
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Kuwait Finance and Investment Company K.5.C. (Closed)
And its subsidiaries

Notes to the interim Condensed Consolidated Financial Information
For the six months ended 30 June 2009

(Unaudited) .

(All amounts are in Kuwaiti Dinars unless otherwise stated)
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. Investments income/ (losses)
Three months ended Six months ended
30 June 30 june

2009 2008 2009 2008

Available for sale investments: .
Cash dividends 93,963 420,913 873,849 1,019,221
Gain on sale ‘ 3,543,304 779,764 419,118 611,421
Impairment losses - - {1,098 876) -
3 637,267 1,200,677 194,091 1,630,642

At fair value through profit or loss:
Cash dividends ‘ - 340,928 85,902 - 826,496
Cain on sale 1,194,653 794,702 1,289,025 1,526,766
Change in fair value 318,335 2,079,409 (2,542,891 2,737,331
1,512,988 3,215,129 (1,167,964) 5,090,593
Interest income 24,824 21,767 38,253 36,732
5,175,079 4,437,573 {935,620) 6,757 367
12, Earnings / (losses) per share

Earnings / (losses) per share are calculated by dividing the net profit/ (loss) for the period by the
weighted average numiber of ordinary shares outstanding during the period as follows:

Three months ended

8ix months ended

30 lune 30 June
2009 2008 2009 2008
Net profit / (loss) for the period 2,923,687 5,040,730  (3,166,048) 9,092,553
Weighted average number of ordinary shares _
outstanding during the period 384,305,251 390,965,749 384,540,802 405,058,428
Earnings / (Josses) per share (fils) ' 7.6 12.9 (8.2) _'_22.4
13, QOther comprehensive income

The following is an analysis of movemant in investments available for sale fair value reserve included in

other comprehensive income:

Three months ended Six months ended
. 30 june 3¢ june
2004 2008 2009 2008
Change in fair value - 3,597,951 1,187,326 2,213,468 (1,984,345)
Transferred to the statement of income on
disposals (1,898,047) 370,782 901,341 672,036

Irmpairment losses

1,098,876 -

1,699,934 1,568,108

4,213,685 (1,312,309
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14.

Related party transactions

Related party includes major shareholders, directors and key management personnel of the Group, and
entities confrolled, jointly controlled ot significantly influenced by such parties. All related parties
transactions are carried out on terms approved by Group management. The related parties transactions
included in the interim condensed consolidated financial information are as follows:

30 june 30 June
2009 2008
Related parties transactions
Management fees earned 43,078 105,436
Interest income 60 387 -
Key management compensation:
Salaries and other short term benefits 281,905 307,093
" Number of directors and Amount
executive officers
30 june 31 December 30 june 30 jJune = 31 December 30 June
2009 2008 - 2008 2009 2008 2008
Directors )
Finance receivahles 2 2 2 2,061,971 2,020,054 1,874,893
30 June 31 December 30 June
2009 2008 2008
Related parties balances
Investments and funds managed on a fiduciary capacity 40,512,443 39,372,068

42,086,823
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16. Fiduciary assets

As of 30 june 200% portfolios under the Parent Company’s management were KD 416,232,220
(KD 406,079,072 as of 31 December 2008 — KD 796,057,584 as of 30 June 2008),




