


Global Investment House – K.S.C. (Closed) and Subsidiaries 

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT 

Period ended 30 June 2009

	
	
	Three months ended
	
	Six  months ended 


	
	Notes
	   30 June

         2009
	30 June

2008
	
	   30 June

         2009
	30 June

2008

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

	
	
	
	
	
	
	

	Fees and commission income
	4
	5,706
	9,761
	
	11,706
	25,036

	Interest and similar income
	5
	618
	9,053
	
	2,651
	14,211

	Net loss on financial assets held for

 trading 
	6
	(2,293)
	(2,757)
	
	(5,017)
	(4,044)

	Net gain (loss) on financial assets

 designated at fair value through

 income statement 
	6
	9,759
	37,248
	
	(4,334)
	59,737

	Net gain on sale of financial 

 assets available for sale 
	6
	4,531
	1,184
	
	4,302
	1,888

	Share of results of associates
	
	(1,509)
	513
	
	(29,406)
	1,309

	Net (loss) gain on investment properties
	7
	(15,535)
	121
	
	(15,535)
	7,775

	Loss on disposal of property  under development 
	8
	(5,422)
	-    
	
	(5,422)
	-    

	(Loss) gain on disposal of associates
	9
	(193)
	4,817
	
	642
	4,781

	Change in fair value of derivative

 financial instruments
	
	710
	-    
	
	632
	-    

	Foreign exchange gain (losses )
	
	1,383
	(2,169)
	
	(9,707)
	(4,307)

	Other operating income
	
	2,427
	5,350
	
	3,886
	9,288

	
	
	─────────
	─────────
	
	─────────
	─────────

	Net operating income (loss)  
	
	182
	63,121
	
	(45,602)
	115,674

	
	
	─────────
	─────────
	
	─────────
	─────────

	Personnel expenses
	
	2,094
	5,487
	
	4,546
	9,733

	Other operating expenses
	
	4,503
	2,137
	
	9,574
	4,648

	Interest and similar expenses
	
	9,851
	5,719
	
	20,490
	15,086

	Impairment of other financial assets

 and intangibles
	10
	13,818
	-    
	
	18,683
	-    

	 Reversal (impairment charge) for credit 

  losses
	
	(292)
	(58)
	
	836
	(139)

	
	
	─────────
	─────────
	
	─────────
	─────────

	Operating expenses
	
	29,974
	13,285
	
	54,129
	29,328

	
	
	─────────
	─────────
	
	─────────
	─────────

	(Loss) profit before taxation 
	
	(29,792)
	49,836
	
	(99,731)
	86,346

	Taxation 
	
	-    
	(2,137)
	
	-    
	(3,726)

	
	
	─────────
	─────────
	
	─────────
	─────────

	(Loss) profit for the period
	
	(29,792)
	47,699
	
	(99,731)
	82,620

	
	
	═════════
	═════════
	
	═════════
	═════════

	Attributable to:
	
	
	
	
	
	

	Equity holders of the Parent Company
	
	(29,051)
	47,566
	
	(98,569)
	82,243

	Non-controlling interests
	
	(741)
	133
	
	(1,162)
	377

	
	
	─────────
	─────────
	
	─────────
	─────────

	(Loss) profit for the period
	
	(29,792)
	47,699
	
	(99,731)
	82,620

	
	
	═════════
	═════════
	
	═════════
	═════════

	Basic (loss) earnings per share

 attributable to the equity holders

 of the Parent Company
	11
	(24) fils
	         43 fils
	
	 ( 80) fils
	         81 fils

	
	
	═════════
	═════════
	
	═════════
	═════════

	Diluted (loss) earnings per share

 attributable to the equity holders

 of the Parent Company
	11
	(24) fils
	         42 fils
	
	 ( 80) fils 
	         78 fils

	
	
	═════════
	═════════
	
	═════════
	═════════


Global Investment House – K.S.C. (Closed) and Subsidiaries 

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 

Six month period ended 30 June 2009 

	
	Three months ended 30 June
	
	Six months ended 30 June


	
	
	2009
	2008
	
	2009
	2008

	
	
	KD 000’s
	KD 000’s
	
	KD 000’s
	KD 000’s

	
	
	
	
	
	
	

	(Loss) profit for the period
	
	(29,792)
	47,699
	
	(99,731)
	82,620

	
	
	──────────
	──────────
	
	──────────
	──────────

	Other comprehensive income:
	
	
	
	
	
	

	Net unrealised gain (losses) arising during 

 the period on financial assets available for

 sale
	
	6,519
	(1,589)
	
	5,678
	(1,603)

	Transferred to consolidated income

 statement on sale of financial assets

 available for sale
	
	(4,531)
	-    
	
	(4,302)
	-    

	Transferred to consolidated income

 statement on impairment of financial assets

 available for sale
	
	-    
	-    
	
	2,316
	-    

	Exchange differences on translation of

 foreign operations
	
	(1,635)
	(171)
	
	4,239
	(351)

	Share of other comprehensive (loss) income 

 of associates
	
	(405)
	-    
	
	1,669
	-    

	
	
	──────────
	──────────
	
	──────────
	──────────

	Other comprehensive (loss) profit for the

 period 
	
	(52)
	(1,760)
	
	9,600
	(1,954)

	
	
	──────────
	──────────
	
	──────────
	──────────

	Total comprehensive (loss) profit  for the
 period
	
	(29,844)
	45,939
	
	(90,131)
	80,666

	
	
	══════════
	══════════
	
	══════════
	══════════

	Attributable to:
	
	
	
	
	
	

	Equity holders of the  Parent Company
	
	(29,206)
	45,806
	
	(89,165)
	80,289

	Non- controlling interests
	
	(638)
	133
	
	(966)
	377

	
	
	──────────
	──────────
	
	──────────
	──────────

	
	
	(29,844)
	45,939
	
	(90,131)
	80,666

	
	
	══════════
	══════════
	
	══════════
	══════════


Global Investment House – K.S.C. (Closed) and Subsidiaries 

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

At 30 June 2009

	
	Notes
	30 June 2009
	31 December

2008
	30 June 

2008

	
	
	KD’000
	KD’000
	KD’000

	Assets
	
	
	
	

	Cash and cash equivalents
	12
	88,123
	55,658
	65,722

	Financial assets held for trading 
	13
	24,810
	38,573
	102,261

	Financial assets designated at fair value through 

 income statement 
	14
	278,955
	380,281
	750,176

	Murabaha receivables
	
	11,681
	12,635
	37,415

	Loans and advances
	
	41,111
	69,208
	31,109

	Financial investments available for sale
	15
	58,675
	70,891
	48,727

	Investments in associates
	
	211,993
	274,594
	61,773

	Investment properties
	16
	44,430
	129,570
	94,329

	Property under development
	17
	38,677
	54,073
	9,920

	Property and equipment
	
	21,143
	21,100
	19,496

	Intangible assets
	
	18,083
	18,175
	22,861

	Other assets
	18
	173,566
	128,005
	142,672

	
	
	─────────
	─────────
	─────────

	Total assets
	
	1,011,247
	1,252,763
	1,386,461

	
	
	═════════
	═════════
	═════════

	Equity and liabilities
	
	
	
	

	
	
	
	
	

	Equity attributable to the equity holders of the

 parent company
	
	
	
	

	Share capital
	20
	131,243
	131,243
	130,540

	Share premium
	20
	230,323
	397,084
	396,737

	Share options reserve
	
	-    
	-    
	2,265

	Statutory reserve
	20
	-    
	27,765
	27,765

	General reserve
	20
	-    
	27,765
	27,765

	Treasury shares
	21
	(59,011)
	(59,029)
	(12,747)

	Treasury shares reserve
	
	1,059
	2,434
	2,325

	Cumulative changes in fair values 
	
	3,372
	(620)
	1,770

	Foreign exchange translation reserve
	
	4,548
	(864)
	(3,193)

	(Accumulated losses) retained earnings
	20
	(98,569)
	(222,291)
	117,600

	
	
	─────────
	─────────
	─────────

	
	
	212,965
	303,487
	690,827

	Non-controlling interests
	
	81,283
	36,297
	32,717

	
	
	─────────
	─────────
	─────────

	Total equity
	
	294,248
	339,784
	723,544

	
	
	─────────
	─────────
	─────────

	Liabilities
	
	
	
	

	Short terms borrowings
	22
	508,771
	550,951
	322,864

	Wakala payables
	22
	46,817
	143,525
	111,904

	Medium term borrowings
	22
	6,176
	-    
	82,212

	Bonds
	23
	100,664
	103,908
	65,000

	Other liabilities
	24
	54,571
	114,595
	80,937

	
	
	─────────
	─────────
	─────────

	Total liabilities
	
	716,999
	912,979
	662,917

	
	
	─────────
	─────────
	─────────

	Total equity and liabilities
	
	1,011,247
	1,252,763
	1,386,461  

	
	
	═════════
	═════════
	═════════


	Maha Khaled Al-Ghunaim

Chairperson and Managing Director
	
	Khaled J. Al Wazzan

Vice Chairman and Director


Global Investment House – K.S.C. (Closed) and Subsidiaries 

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS 

Six month period ended 30 June 2009
	
	
	Six months ended 30 June


	
	
	2009
	2008

	
	Note
	KD ′000 
	KD ′000 

	OPERATING ACTIVITIES
	
	
	

	(Loss) profit for the period
	
	(99,731)
	82,620

	Adjustments for:
	
	
	

	Cost of share based payment
	
	-    
	500

	Depreciation of property and equipment
	
	1,198
	543

	Impairment charge (reversal) for credit losses
	
	836
	(139)

	Interest and similar income
	
	(2,651)
	(14,211)

	Dividend income
	
	(3,884)
	(6,369)

	Interest and similar expense
	
	20,490
	15,086

	Share of results of associates 
	
	29,406
	(1,309)

	Net loss (gain) on  investment properties
	
	15,535
	(7,775)

	Loss on property under development
	
	5,422
	-    

	Gain on disposal of associates
	
	(642)
	(4,781)

	Change in fair value of derivative financial instruments
	
	(632)
	-    

	Impairment of other financial assets and intangibles
	
	18,683
	-    

	
	
	─────────
	─────────

	
	
	(15,970)
	64,165

	Changes in operating assets and liabilities:
	
	
	

	Financial assets held for trading
	
	13,763
	(64,494)

	Financial assets designated at fair value through income statement 
	
	50,514
	(221,283)

	Murabaha receivables
	
	825
	(21,745)

	Loans and advances
	
	3,994
	(6,241)

	Financial assets available for sale 
	
	15,852
	6,086

	Other assets
	
	3,468
	(56,990)

	Short term borrowings
	
	(9,410)
	75,170

	Wakala payables
	
	(20,505)
	(37,263)

	Other liabilities
	
	(24,377)
	(474)

	
	
	─────────
	─────────

	Cash from (used in) operations
	
	18,154
	(263,069)

	Interest and similar income received
	
	3,194
	14,248

	Dividend income received
	
	3,884
	6,369

	Interest and similar expenses paid
	
	(23,726)
	(16,603)

	
	
	─────────
	─────────

	Net cash from (used in) operating activities
	
	1,506
	(259,055)

	
	
	─────────
	─────────

	INVESTING ACTIVITIES
	
	
	

	Cash flow arising on acquisition of a subsidiary
	19
	27,975
	(22,069)

	Purchase of  investments in associates
	
	(957)
	(62,735)

	Proceeds from sale of associates
	
	14,329
	68,403

	Dividend from associates
	
	642
	530

	Purchase of property and equipment
	
	(1,241)
	-   

	Purchase of investment properties
	
	(482)
	(24,678)

	Purchase of property under development
	
	(4,971)
	-   

	Proceeds from sale of investment properties
	
	567
	13,618

	
	
	─────────
	─────────

	Net cash from ( used in) investing activities
	
	35,862
	(26,931)

	
	
	─────────
	─────────

	FINANCING ACTIVITIES
	
	
	

	Proceeds from issue of shares
	
	-    
	336,777

	Purchase of treasury shares
	
	(1,586)
	(38,955)

	Purchase of bonds
	
	(3,244)
	-    

	Proceeds from sale of treasury shares
	
	229 
	27,860

	Dividends paid to equity holders of the parent company
	
	-    
	 (42,771)

	Dividends paid to non-controlling interests
	
	(302)
	-    

	
	
	─────────
	─────────

	Net cash (used in) from financing activities
	
	(4,903)
	282,911

	
	
	─────────
	─────────

	INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 
	
	32,465
	(3,075)

	Cash and cash equivalents at 1 January 
	
	55,658
	68,797

	
	
	─────────
	─────────

	CASH AND CASH EQUIVALENTS AT 30 JUNE 
	12
	88,123
	65,722

	
	
	═════════
	═════════


Global Investment House – K.S.C. (Closed) and Subsidiaries 

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the period ended 30 June 2009

	
	Equity attributable to the equity holders of the Parent Company
	
	Total


	
	Share capital
	Share

 premium
	Reserves 
	Treasury shares
	Treasury shares reserve
	Fair value reserve 
	Accumulated 

losses
	Sub total
	Non-controlling interests
	

	
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000

	
	
	
	
	
	
	
	
	
	
	

	At 1 January 2009
	131,243
	397,084
	54,666
	(59,029)
	2,434
	(620)
	(222,291)
	303,487
	36,297
	339,784

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Loss for the period
	-    
	-    
	-    
	-    
	-    
	-    
	(98,569)
	(98,569)
	(1,162)
	(99,731)

	Other comprehensive income
	-    
	-    
	5,412
	-    
	-    
	3,992
	-    
	9,404
	196
	9,600

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Total comprehensive income (loss) for the
 period
	-    
	-    
	5,412
	-    
	-    
	3,992
	(98,569)
	(89,165)
	(966)
	(90,131)

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Write-off of accumulated losses against 

 reserves and share premium (Note 20)
	-    
	(166,761)    
	(55,530)
	-    
	-    
	-    
	222,291
	-    
	-    
	-    

	Purchase of treasury shares
	-    
	-    
	-    
	(1,586)
	-    
	-    
	-    
	(1,586)
	-    
	(1,586)

	Sale of treasury shares
	-    
	-    
	-    
	1,604
	-    
	-    
	-    
	1,604
	-    
	1,604

	Decrease in treasury shares reserve
	-    
	-    
	-    
	-   
	(1,375)
	-    
	-    
	(1,375)
	-    
	(1,375)

	Acquisition of subsidiary
	-    
	-    
	-    
	-   
	-    
	-    
	-    
	-    
	46,254
	46,254

	Dividends paid
	-    
	-    
	-    
	-   
	-    
	-    
	-    
	-    
	(302)
	(302)

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Balance at  30 June 2009
	131,243
	230,323
	4,548
	(59,011)
	1,059
	3,372
	(98,569)
	212,965
	81,283
	294,248

	
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════


Global Investment House – K.S.C. (Closed) and Subsidiaries 

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
For the period ended 30 June 2009

	
	Attributable to the equity holders of the Parent Company
	
	Total


	
	Share capital
	Share

 premium
	Share 

options 

reserve
	Reserves 
	Treasury shares
	Treasury shares reserve
	Fair value reserve
	Retained earnings
	Sub total
	Non-controlling interests
	

	
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000

	
	
	
	
	
	
	
	
	
	
	
	

	Balance at  1 January 2008
	85,956
	91,873
	1,765
	52,688
	(1,542)
	2,215
	3,373
	86,723
	323,051
	6,414
	329,465

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Profit for the period
	-    
	-    
	-    
	-    
	-    
	-    
	-    
	82,243
	82,243
	377
	82,620

	Other comprehensive loss
	-    
	-    
	-    
	(351)
	-    
	-    
	(1,603)
	-    
	(1,954)
	-    
	(1,954)

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Total comprehensive (loss) income for the

 period
	-    
	-    
	-    
	(351)
	-    
	-    
	(1,603)
	82,243
	80,289
	377
	80,666

	Issue of 10% bonus shares  
	8,595
	-    
	-    
	-    
	-    
	-    
	-    
	(8,595)
	-    
	-    
	-    

	Issue of shares under group performance

 scheme 
	1,605
	2,471
	-    
	-    
	-    
	-    
	-    
	-    
	4,076
	-    
	4,076    

	Issue of share capital-GDR and private

 placement
	34,384
	302,393
	-    
	-    
	-    
	-    
	-    
	-    
	336,777
	-    
	336,777   

	Cash dividends 
	-    
	-    
	-    
	-    
	-    
	-    
	-    
	(42,771)
	(42,771)
	-    
	(42,771)

	Cost of share based payment  
	-    
	-    
	500
	-    
	-    
	-    
	-    
	-    
	500
	-    
	500

	Purchase of treasury shares
	-    
	-    
	-    
	-    
	(38,955)
	-    
	-    
	-    
	(38,955)
	-    
	(38,955)

	Sale of treasury shares
	-    
	-    
	-    
	-    
	27,750
	-    
	-    
	-    
	27,750
	-    
	27,750

	Decrease in treasury shares reserve
	-    
	-    
	-    
	-    
	-    
	110
	-    
	-    
	110
	-    
	110

	Acquisition of subsidiary 
	-    
	-    
	-    
	-    
	-    
	-    
	-    
	-    
	-    
	25,926
	25,926

	
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────
	────────

	Balance at  30 June 2008
	130,540
	396,737
	2,265
	52,337
	(12,747)
	2,325
	1,770
	117,600
	690,827
	32,717
	723,544

	
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════
	════════


1
INCORPORATION AND ACTIVITIES

This interim condensed consolidated financial information of Global Investment House – K.S.C. (Closed) (the “Parent Company”) and its Subsidiaries (the “Group”) for the period ended 30 June 2009 was authorised for issue in accordance with a resolution of the directors on 3 August 2009.
Global Investment House – K.S.C. (Closed), the Parent Company, is a closed shareholding company incorporated on 16 June 1998 under the Commercial Companies Law No. 15 of 1960 and amendments thereto. The Parent Company’s shares are listed on Kuwait Stock Exchange, Bahrain Stock Exchange and Dubai Financial Market. Further, the Parent Company’s shares in the form of Global Depositing Receipts (GDRs) are listed on London Stock Exchange (LSE).  The Parent Company is regulated by the Central Bank of Kuwait as an investment company. 

The Group is principally engaged in the provision of asset management, investment banking, principal investments, real estate and brokerage activities.  Its registered office is at Global Tower, Sharq, Al Shuhada St, P.O. Box 28807, Safat 13149, Kuwait.  

The Group primarily operates in the Gulf Co-operation Council countries and other Middle Eastern and North African (MENA) countries.

2
FUNDAMENTAL ACCOUNTING CONCEPT

The Group incurred a net loss of KD 99.731 million for the period ended 30 June 2009 and its accumulated losses on that date were KD 98.569 million. Further, at that date the Group’s short term liabilities arising from default on debt obligations significantly exceed the assets that can be realised in the short term.

The ability of the Group to continue as a going concern is dependent on rescheduling the terms of obligations with the lenders (i.e. restructuring of interest bearing loans from short term to medium/long term loans), continued support from shareholders and future profitability which is dependent on adoption and implementation of a restructuring plan submitted to the Group’s lending banks (Note 22).

The management is confident of the positive outcome of the discussions with the lenders and the restructuring plan and, therefore, has prepared this interim condensed consolidated financial information under the going concern concept of accounting.

Had the going concern basis not been used, adjustments would be made relating to the recoverability of recorded asset amounts, or to the amounts of liabilities to reflect the fact the Group may be required to realise its assets and extinguish its liabilities other than in the normal course of business, at amounts different from those stated in this interim condensed consolidated financial information.

3
SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The interim condensed consolidated financial information of the Group has been prepared in accordance with IAS 34, Interim Financial Reporting except as noted below.

The annual consolidated financial statements for the year ended 31 December 2008 were prepared in accordance with the regulations of the State of Kuwait for financial services institutions regulated by the Central Bank of Kuwait. These regulations require adoption of all International Financial Reporting Standards (IFRS) except for the IAS 39 requirement for collective impairment provision, which has been replaced by the Central Bank of Kuwait’s (CBK) requirement for a minimum general provision as described below.

The impairment provision for credit facilities complies in all material respects with the specific provision requirements of the CBK and IFRS.  In March 2007, the CBK issued a circular amending the basis of making minimum general provisions on facilities changing the rate from 2% to 1% for cash facilities and 0.5% for non cash facilities. The required 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. 

 3
SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of presentation (continued)

In November 2008 Central Bank Kuwait allowed all investment companies to release the general provision in excess of 1% for cash facilities and 0.5% on non cash facilities and the released amount to be recognised as income in the consolidated income statement and the corresponding amount to be transferred to voluntary reserve which is not available for distribution. As of 30 June 2009, excess provision of KD 0.522 million has been reversed in the consolidated income statement. However, no transfer has been made to the voluntary reserve as the Group has incurred losses during the period.

The interim consolidated financial information does not contain all information and disclosures required for full consolidated financial statements prepared in accordance with the International Financial Reporting Standards. In the opinion of management, all adjustments consisting of normal recurring accruals considered necessary for a fair presentation have been included. Operating results for the six months ended 30 June 2009 are not necessarily indicative of the results that may be expected for the financial year ending 31 December 2009. For more details please refer to the consolidated financial statements and its related disclosures for the year ended 31 December 2008.

The comparative information for the year ended 31 December 2008 has been extracted from the annual consolidated financial statements for the year ended 31 December 2008 for which the auditors have disclaimed their opinion on those financial statements in their report dated 3 February 2009.

The accounting policies used in preparation of this interim condensed consolidated financial information are consistent with those used in preparation of the annual financial statements for the year ended 31 December 2008, except as discussed in the following paragraphs:

During the period, the Group has adopted the following standards effective for the annual periods beginning on or after 1 January 2009.

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

The revised standard requires only owner changes in equity to be presented in the statement 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 performance statement (interim condensed consolidated statement of comprehensive income).  

IAS 40 ‘Investment Property’ (Revised): 

The improvements to IFRS project revised the scope of IAS 40 ‘Investment property’, such that property under construction or development for future use as an investment property is classified as investment property. Since the group follows ‘fair value model’, property under construction or development should be fair valued at each reporting date. If fair value cannot be reliably determined, property under construction or development will be measured at cost until such time as fair value can be determined or construction is complete whichever is earlier.

IFRS 8 ‘Operating Segments’:

The new standard which replaced IAS 14 ‘Segment reporting’ requires a ‘management approach’ under which segment information is presented on the same basis as that used for internal reporting purposes.  This has not affected the identified operating segments of the Group.  However, the segments are now reported in a manner that is more consistent with the internal reporting provided to the chief operating decision - maker.

4
FEES AND COMMISSION INCOME

	
	Three months ended 30 June
	
	Six months ended 30 June


	
	2009
	2008
	
	2009
	2008

	
	KD ‘000
	KD ‘000
	
	KD ‘000
	KD ‘000

	
	
	
	
	
	

	Management fees on assets under management 
	4,208
	4,917
	
	8,350
	9,946

	Incentive fees on assets under management
	77
	335
	
	84
	1,500

	Placement fees-managed funds 
	28
	154
	
	93
	440

	Investment banking and advisory fees 
	26
	3,743
	
	259
	11,478

	Brokerage 
	864
	612
	
	1,371
	1,277

	Other fee and commission
	503
	-  
	
	1,549
	395

	
	─────────
	─────────
	
	─────────
	─────────

	
	5,706
	9,761
	
	11,706
	25,036

	
	═════════
	═════════
	
	═════════
	═════════


Management fees on assets under management, incentive fees on assets under management and placement fees-managed funds relate to the Group’s asset management, custody and similar trust and fiduciary activities.

5
INTEREST AND SIMILAR INCOME

	
	Three months ended 30 June
	
	Six months ended 30 June


	
	2009
	2008
	
	2009
	2008

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

	
	
	
	
	
	

	Interest on cash and cash equivalents
	304
	409
	
	935
	1,003

	Interest on financial assets designated at fair

 value through income statement 
	-  
	122
	
	75
	140

	Murabaha receivables
	100
	517
	
	345
	737

	Interest on financing of future trade by

 customers
	-  
	6,556
	
	-  
	9,926

	Interest on loans and advances
	214
	1,449
	
	1,296
	2,405

	
	─────────
	─────────
	
	─────────
	─────────

	
	618
	9,053
	
	2,651
	14,211

	
	═════════
	═════════
	
	═════════
	═════════

	Interest and similar income on financial assets

 at fair value
	-  
	122
	
	75
	140

	Interest and similar income on financial assets

 not at fair value
	618
	8,931
	
	2,576
	14,071

	
	─────────
	─────────
	
	─────────
	─────────

	
	618
	9,053
	
	2,651
	14,211

	
	═════════
	═════════
	
	═════════
	═════════


6
NET (LOSS) GAIN ON FINANCIAL ASSETS

Net (loss) gain on financial assets, analysed by category for the three months period ended 30 June 2009 and 30 June 2008 is as follows:

	
	Held for trading
	Designated 

at fair value through income statement 
	Financial investments 

available for sale 
	30 June 2009

	
	KD ′000
	KD ′000
	KD ′000
	KD ′000

	
	
	
	
	

	Realised (loss) gain
	(12,464)
	(26,990)
	4,531
	(34,923)

	Unrealised gain - mark-to-market
	10,171
	36,749
	-    
	46,920

	
	─────────
	─────────
	─────────
	─────────

	Net realised and unrealised (loss) gain recognised in consolidated income statement
	(2,293)
	9,759
	4,531
	11,997

	Impairment of financial assets available for sale (including recycled from equity)
	-    
	-    
	(2,788)  
	(2,788)      

	
	─────────
	─────────
	─────────
	─────────

	
	(2,293)
	9,759
	1,743
	9,209

	
	═════════
	═════════
	═════════
	═════════


	
	Held for trading
	Designated 

at fair value through income statement 
	Financial investments 

available for sale 
	30 June 2008

	
	KD ′000
	KD ′000
	KD ′000
	KD ′000

	
	
	
	
	

	Realised loss 
	2,049
	19,227
	1,184
	22,460

	Unrealised (loss) gain- mark-to-market
	(4,806)
	20,907
	-    
	16,101

	Unrealised (loss)  mark-to-model 
	-    
	(2,886)
	-    
	(2,886)

	
	─────────
	─────────
	─────────
	─────────

	
	(2,757)
	37,248
	1,184
	35,675

	
	═════════
	═════════
	═════════
	═════════


6
NET (LOSS) GAIN ON FINANCIAL ASSETS (continued)

Net (loss) gain on financial assets, analysed by category for the six months period ended 30 June 2009 and 2008 is as follows:

	
	Held for trading
	Designated 

at fair value through income statement 
	Financial investments 

available for sale 
	30 June 2009

	
	KD ′000
	KD ′000
	KD ′000
	KD ′000

	
	
	
	
	

	Realised loss (gain)
	(24,544)
	(41,534)
	4,302
	(61,776)

	Unrealised gain - mark-to-market
	19,527
	37,200
	-    
	56,727

	
	─────────
	─────────
	─────────
	─────────

	Net realised and unrealised (loss) gain
 recognised in consolidated income statement
	(5,017)
	(4,334)
	4,302
	(5,049)

	Impairment of financial assets available for
 sale (including recycled from equity)
	-    
	-    
	(7,463)  
	(7,463)      

	
	─────────
	─────────
	─────────
	─────────

	
	(5,017)
	(4,334)
	(3,161)
	(12,512)

	
	════════════
	════════════
	════════════
	════════════


	
	    Held for 

    trading
	Designated 

at fair value through

income

 statement
	Financial investments 

available for 

sale
	30 June

 2008

	
	KD ′000
	KD ′000
	KD ′000
	KD ′000

	
	
	
	
	

	Realised gain
	6,139
	31,046
	1,888
	39,073

	Unrealised (loss) gain - mark-to-market
	(10,183)
	31,577
	-    
	21,394

	Unrealised (loss)-mark-to-model
	-    
	(2,886)
	-    
	(2,886)

	
	─────────
	─────────
	─────────
	─────────

	Net realised and unrealised (loss) gain 
	(4,044)
	59,737
	1,888
	57,581

	
	═════════
	═════════
	═════════
	═════════


Dividend and interest income are not included in the determination of net gain on financial assets.

7
NET (LOSS) GAIN ON INVESTMENT PROPERTIES

	
	Three months ended 30 June
	
	Six months ended 30 June


	
	2009
	2008
	
	2009
	2008

	
	KD’000
	KD’000
	
	KD’000
	KD’000

	
	
	
	
	
	

	Realised gains arising from disposals
	294
	-    
	
	294
	-    

	Losses arising on termination of contract

 (Note 16)
	(14,120)
	-    
	
	(14,120)
	-    

	Change in fair value
	(1,709)
	-    
	
	(1,709)
	-    

	
	─────────
	─────────
	
	─────────
	─────────

	
	(15,535)
	121
	
	(15,535)
	7,775

	
	═════════
	═════════
	
	═════════
	═════════


8 
LOSS ON DISPOSAL OF PROPERTIES UNDER DEVELOPMENT

Loss on disposal of properties under development represents loss made on certain properties sold for KD 15.215 million that were carried at KD 20.637 million.

9
(LOSS) GAIN ON DISPOSAL OF ASSOCIATES

(Loss) gain on disposal of associates for the three months period ended 30 June 2009 and 2008 are as follows: 

	Associates
	% of ownership sold
	Sales proceeds

KD’000
	Gain/(loss)

KD’000
	Gain/loss)

KD’000

	
	
	30 June 

2009
	30 June 

2009
	30 June 

2008

	
	
	
	
	

	Al Nawadi Holding Co . K.S.C (Closed)
	34%
	3,974
	34
	-

	Al Razzi Holding Co. K.S.C. (Closed)
	2%
	253
	(138)
	-

	International Finance Company
	0.7%
	785
	120
	-

	National International Holding Company 
	4%
	-
	-
	(599)

	JS Global Capital Limited
	43%
	-
	-
	5,601 

	Real Estate Development Company
	8%
	-
	-
	(243)

	Others
	
	103
	(209)
	58

	
	
	──────────
	──────────
	──────────

	 
	 
	5,115
	(193)
	4,817

	
	
	══════════
	══════════
	══════════


Gain on disposal of associates for the six months period ended 30 June 2009 and 2008 are as follows: 

	 Associates
	% of ownership sold
	Sales proceeds

KD’000
	Gain/(loss)

KD’000
	Gain/(loss)

KD’000

	
	
	30 June 

2009
	30 June 

2009
	30 June 

2008

	
	
	
	
	

	Palestine Real Estate Investments
	31%
	4,913
	816
	-

	 Real Estate Development Company
	22%
	8,236
	-
	-

	Al Nawadi holding Co . K.S.C (Closed)
	34%
	3,974
	34
	-

	Al Razzi Holding Co. K.S.C. (Closed)
	3%
	1,052
	(138)
	-

	Arab East Investments for Real Estate
	22%
	-
	
	705 

	International Finance Company
	0.7%
	785
	120
	-

	Union Bank for Savings
	20%
	-
	-
	(415)

	Al Quds Bank
	24%
	-
	-
	(316)

	National International Holding Company 
	4%
	-
	-
	(621)

	JS Global Capital Limited
	43%
	-
	-
	5,601 

	Real Estate Development Company
	8%
	-
	-
	(243)

	Others
	
	234
	(190)
	70

	
	
	──────────
	──────────
	──────────

	 
	 
	19,194
	642
	4,781

	
	
	══════════
	══════════
	══════════


During the three month period ended 30 June 2009, the Parent Company’s management reclassified its remaining equity interest in Al Nawadi Holding Co K.S.C (Closed) and Al Razzi Holding Co. K.S.C (Closed) aggregating to KD 8.222 million (2008: 12.50 million) to financial assets designated at fair value through income statement as the Parent Company lost its ability to exercise significant influence over the operations of the investee as a result of a decrease in the voting power to below 20%.

During the three month period ended 30 June 2008, subsequent to the sale of JS Global Capital Limited, the Group reacquired the investment through the relevant stock exchange for a value of KD 17.8 million and the entity is classified as an ‘investment in associate’.
10
IMPAIRMENT OF OTHER FINANCIAL ASSETS AND INTANGIBLES

	
	Three months ended 30 June
	
	Six months ended 30 June


	
	2009
	2008
	
	2009
	2008

	
	KD’000
	KD’000
	
	KD’000
	KD’000

	
	
	
	
	
	

	Investment in associates
	11,018
	-    
	
	11,018
	-    

	Financial assets available for sale (note 6)
	2,788
	-    
	
	7,463
	-    

	Intangible assets 
	12 
	-    
	
	202
	-    

	
	─────────
	─────────
	
	─────────
	─────────

	
	13,818
	-    
	
	18,683
	-    

	
	═════════
	═════════
	
	═════════
	═════════


11
BASIC AND DILUTED (LOSS) EARNINGS PER SHARE

Basic and diluted (loss) earnings per share is computed by dividing the (loss)/profit for the period attributable to equity holders of the parent company by the weighted average number of ordinary shares outstanding during the period.

Diluted (loss) earnings per share is calculated by dividing the (loss)/profit attributable to the equity holders of the Parent Company by the weighted average number of ordinary shares outstanding during the period (adjusted for the effects of dilutive options).

The following reflects the income and share data used in the basic and diluted earnings per share computations:

	
	Three months ended 30 June
	
	Six months ended 30 June


	
	2009
	2008
	
	2009
	2008

	
	
	
	
	
	

	(Loss) profit for the period attributable to the

  equity holders of the parent company (KD’000)
	(29,051)
	47,566
	
	(98,569)
	82,243

	
	═════════
	═════════
	
	═════════
	═════════

	Weighted average number of ordinary shares for

  basic earnings per share (excluding treasury

  shares) (‘000)
	1,223,409
	1,098,202
	
	1,227,108
	1,019,960

	Effect of dilution from weighted average

  number of share options outstanding
	-    
	42,964
	
	-    
	34,752

	
	─────────
	─────────
	
	─────────
	─────────

	Adjusted weighted average number of ordinary

  shares for diluted earnings per share
	1,223,406
	1,141,166
	
	1,227,108
	1,054,712

	
	═════════
	═════════
	
	═════════
	═════════

	Basic (loss) earnings per share
	(24) fils
	         43 fils
	
	    (80) fils
	         81 fils

	
	═════════
	═════════
	
	═════════
	═════════

	Diluted (loss) earnings per share
	(24) fils
	              42 fils
	
	   (80) fils
	              78 fils

	
	═════════
	═════════
	
	═════════
	═════════


12
CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the interim condensed consolidated statement of cash flows include the following amounts:

	
	30 June 

2009
	31 December

 2008
	30 June 

2008

	
	KD’000
	KD’000
	KD’000

	
	
	
	

	Bank balances and cash with Parent Company
	25,660
	19,299
	14,881

	Bank balances and cash arising on consolidation 
	59,251
	34,290
	48,511    

	Investment in money market instruments
	3,212
	2,069
	2,330

	
	─────────
	─────────
	─────────

	
	88,123
	55,658
	65,722

	
	═════════
	═════════
	═════════


13
FINANCIAL ASSETS HELD FOR TRADING 

	
	30 June 

2009
	31 December

2008
	30 June
2008

	
	KD’000
	KD’000
	KD’000

	
	
	
	

	GCC and MENA equity securities
	22,824
	29,806
	82,745

	International equity securities
	1,986
	8,767
	19,516

	
	─────────
	─────────
	─────────

	
	24,810
	38,573
	102,261

	
	═════════
	═════════
	═════════


14 
FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH INCOME STATEMENT 

	
	
	
	

	
	30 June

 2009
	31 December

2008
	30 June

 2008

	
	KD’000
	KD’000
	KD’000

	
	
	
	

	Unquoted debt securities
	2,195
	5,164
	2,924

	Unquoted equity securities
	116,174
	156,277
	232,533

	Quoted securities and managed funds
	160,586
	218,840
	514,719

	
	─────────
	─────────
	─────────

	
	278,955
	380,281
	750,176

	
	═════════
	═════════
	═════════


At 30 June 2009, quoted equity securities include securities amounting to KD 2.1 million (31 December 2008: KD 2.1 million and 30 June 2008 Nil) are pledged as security for wakala payables (Note 22). 

At 30 June 2009, unquoted equity securities amounting to KD 17.080 million (31 December 2008: KD 30.529 million and 30 June 2008: KD 116.768 million) are carried at acquisition cost as management believes that the acquisition price approximates the fair value. There has been no material change in valuations since 31 December 2008.  
15
FINANCIAL INVESTMENTS AVAILABLE FOR SALE

	
	30 June 

2009
	31 December

2008
	30 June 

2008

	
	KD’000
	KD’000
	KD’000

	
	
	
	

	Quoted equity securities
	23,737
	31,531
	8,572

	Unquoted equity securities
	34,938
	39,360
	40,155

	
	─────────
	─────────
	─────────

	
	58,675
	70,891
	48,727

	
	═════════
	═════════
	═════════


Impairment loss of KD 7.463 million (31 June 2008: Nil) has been made against certain quoted securities on which there has been a significant or prolonged decline in value. 

16
INVESTMENT PROPERTIES

	
	  30 June 

  2009
	31 December

2008
	  30 June 

  2008

	
	  KD’000
	  KD’000
	  KD’000

	
	
	
	

	Carrying amount at 1 January
	129,570
	41,433
	41,433

	Additions 
	482
	141,473
	58,739

	Transfer to property under development 
	-    
	(40,976)
	-    

	Disposals
	(21,599)
	(12,360)
	(5,843)

	Reduction in liabilities as a result of renegotiation of 

 contracts
	(52,746)
	-    
	-    

	Loss arising on termination of contract
	(9,568)
	-    
	-    

	Change in fair value
	(1,709)
	-    
	-    

	
	─────────
	─────────
	─────────

	Carrying amount 
	44,430
	129,570
	94,329

	
	═════════
	═════════
	═════════


16
INVESTMENT PROPERTIES (continued)
During the three month period ended 30 June 2009, the Parent Company entered into settlement agreement with a real estate developer in United Arab Emirates to amicably amend the original purchase agreements. Based on the amended agreements the Parent Company’s liabilities decreased by KD 42.973 million. The amendment of these agreements did not result in any gain or loss to the Group.

During the three month period ended 30 June 2009 the original seller of another property in the United Arab Emirates with a contract value of KD 27.842 million served notice of termination under the terms of the original agreement. The total loss recognized on consequent to the termination notice amounts to KD 14.120 million which includes other costs incurred on the project and KD 4.553 million reversal of profit on partial sale.

17
PROPERTY UNDER DEVELOPMENT

	
	30 June 

2009
	31 December

2008
	30 June 

2008

	
	  KD’000
	  KD’000
	  KD’000

	
	
	
	

	Carrying amount at 1 January
	54,073
	-   
	-    

	Arising on acquisition of subsidiaries
	-   
	9,920
	9,920

	Additions 
	4,971
	3,177
	-    

	Transfer from investment properties 
	-   
	40,976
	-    

	Disposals
	(20,367)
	-   
	-    

	
	─────────
	─────────
	─────────

	Carrying amount 
	38,677
	54,073
	9,920

	
	═════════
	═════════
	═════════


18
OTHER ASSETS

	
	30 June 

2009
	31 December

2008
	30 June 

2008

	
	KD’000
	KD’000
	KD’000

	
	
	
	

	Accrued income
	6,554
	6,297
	9,806

	Receivables for settlement on sale of securities
	4,160
	8,198
	6,625

	Financing of future trades by customers
	6,618
	18,873
	88,366

	Deposits 
	115,133
	69,087
	-    

	Prepayments and other receivables
	40,033
	23,208
	8,913

	Advances for purchase of investments
	1,068
	2,342
	27,692

	Amounts due from related parties (note 24)
	-    
	-    
	1,270

	
	─────────
	─────────
	─────────

	
	173,566
	128,005
	142,672

	
	═════════
	═════════
	═════════


Deposits include a non-interest bearing deposit of KD 71.863 million (31 December 2008: KD 69 million and 30 June 2008: Nil) with a bank in United Arab Emirates (‘UAE’). The bank is refusing refund of this deposit alleging that the amount represents an initial advance for a transaction. The Parent Company’s legal advisors confirm the validity of the Parent Company’s rights to seek a refund of the deposit.  The Parent Company has filed a lawsuit against the bank for the recovery of the deposit. 

Deposits also includes a deposit of KD 43.270 million placed with a local  bank by Al-Thouraia Project Management Company-W.L.L, a subsidiary of the Parent Company acquired during the three months ended 30 June 2009 (Note 19). This deposit was used by a local bank to set off borrowings of the Parent Company due to the bank.  Al-Thouraia Project Management Company-WLL is actively pursuing recovery of the deposit and is likely to pursue a legal action in this regard.

19
ACQUISITION OF SUBSIDIARIES

During the three month period ended 30 June 2009, the Parent Company acquired an additional 64.60% interest in Al-Thouraia Project Management Company-W.L.L (the “subsidiary”) (previously accounted for under financial assets designated at fair value through income statement) through a series of asset-swap transactions. As a result, the Parent Company’s beneficial ownership in the subsidiary as of 30 June 2009 increased to 70.35 %. This acquisition has been accounted for 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.   Based on the assessment under IFRS 3, management has preliminarily concluded that there is no goodwill arising on the acquisition.  

Details of the fair value of net assets acquired, excluding balances between the Group and the subsidiary, are as follows.

	
	KD’000

	Assets 
	

	Cash and cash equivalents
	27,975 

	Deposits under disputes
	43,271

	Due  under repurchase agreements and Murabaha investments
	 82,993

	Other assets
	 700

	
	────────

	Total assets
	154,939

	
	────────

	Liabilities
	

	Payables  
	 132

	
	────────

	Net assets 
	154,807

	
	────────

	70.35% of net assets acquired
	 108,900

	Goodwill arising on acquisition
	-   

	
	────────

	Cost of acquisition 
	 108,900

	Less: carrying value included earlier under financial assets designated at fair value through

 income statement
	(8,908)

	Less: fair value of assets swapped
	 (99,992)

	
	────────

	Cash inflow on acquisition
	27,975

	
	     ════════


The assets transferred as a consideration of the above transaction were as follows:

	Assets
	KD’000

	
	

	Financial assets designated at fair value through income statement 
	44,924

	Loans and advances
	25,067

	Investment properties
	15,026

	Property under development
	14,975

	
	────────

	Fair value of assets swapped
	99,992

	
	     ════════


The above transaction resulted in a net loss of KD1.064 million. This acquisition resulted in elimination of  Parent Company’s short-term borrowings and wakala payables balances of KD 82.993 million with Al-Thouraia Project Management Company W.L.L in the interim condensed consolidated financial information of the Group. At 30 June 2009, the legal formalities of the share capital increase of the subsidiary were not completed.

20
SHARE CAPITAL, SHARE PREMIUM, ACCUMULATED LOSSES AND RESERVES

	
	Authorised
	
	Issued and fully paid


	
	30 June

2009
	31 December

2008
	30 June
 2008
	
	30 June

2009
	31 December

2008
	30 June
2008

	
	KD’000
	KD’000
	KD’000
	
	KD’000
	KD’000
	KD’000

	Shares of KD 0.100

 each
	131,243  
	136,892
	136,892
	
	131,243  
	131,243
	130,540 

	
	═════════
	═════════
	═════════
	
	═════════
	═════════
	═════════


The annual general meeting of the shareholders held on 15 June 2009 approved the write-off of accumulated losses of KD 222.291 million against general reserve of KD 27.765 million, statutory reserve of KD 27.765 million and share premium of KD 166.761 million.  

The extraordinary general meeting of the shareholders held on 15 June 2009 approved to decrease the authorised capital by KD 5.649  million (equivalent to 56,490,950 shares) representing unissued and unpaid share capital that was part of the capital increase authorised by the shareholders in the annual general meeting of the shareholders held on 26 March 2008.   

Further, the extraordinary general meeting held on 15 June 2009 approved to increase the authorised capital by KD 131.243 million to KD 281.243 million by issuance of 1,500,000,000 shares in cash for the nominal value per share of KD 0.100 and a premium of KD 0.01 per share. 

Share premium is not available for distribution.

The annual general meeting held on 15 June 2009 did not declare any dividend for the year ended 31 December 2008 (2007:  cash dividend of 50 fils per share and bonus shares of 10%).

The Parent Company is in the process of completing the legal formalities for increasing the authorised share capital.

21
TREASURY SHARES

The details of treasury shares are as follows:

	
	30 June

2009
	31 December

2008
	30 June
2008

	
	
	
	

	Number of shares (‘000)
	89,018
	81,924
	11,491

	Percentage holding
	6.78%
	6.24%    
	
0.89%

	Market value (KD’000)
	10,682
	15,730
	11,721


22
INTEREST BEARING LOANS AND BORROWINGS 

	
	30 June 

2009
	31 December

2008
	30 June 

2008

	
	KD’000
	KD’000
	KD’000

	Short term borrowings 
	
	
	

	
	
	
	

	Unsecured bank and financial institution loans                                               
	508,771
	497,579
	322,864

	Borrowings under repurchase agreements
	-    
	53,372
	-    

	
	─────────
	─────────
	─────────

	
	508,771
	550,951
	322,864

	
	─────────
	─────────
	─────────

	
	
	
	

	Wakala payables 
	46,817
	143,525
	111,904

	
	
	
	

	Medium term borrowings
	6,176
	-    
	82,212


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 3% and 6.5% (31 December 2008: 2.11% and 6.63% and 30 June 2008: 2.38% and 7.0%) per annum.

22
INTEREST BEARING LOANS AND BORROWINGS (continued)

Borrowings under repurchase agreements relate to KD Nil (31 December 2008: KD 44.1 million and 30 June 2008:Nil) of investments accounted as financial assets  designated at fair value through income statement.

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 2.87.% to 6.5% (31 December 2008: 3.3% and 6.4% and 30 June 2008: 3.4% and 8%) per annum. 

Wakala payables amounting to KD 2.4 million (31 December 2008: KD 2.3 million and 30 June 2008:Nil) are secured against quoted equity securities amounting to KD 2.1million (31 December 2008: KD 2.1 million and 30 June 2008: Nil) (Note 14).

Medium term borrowings were obtained for general financing purposes and are due to regional financial institutions. These are partly secured against investments in securities and properties amounting to KD 7.5million (31 December 2008 Nil and 30 June 2008: Nil )

During the period KD 24.1 million of short term borrowings due to banks were eliminated against deposits with the same counterparties. 

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 its 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.

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 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 the corporate actions associated with the distribution of cash and stock dividends and other terms and restrictions usually associated with debt restructuring process.  

During the period the Parent Company and its financial advisors presented a detailed restructuring proposal to the group of lending banks.  Terms of the proposed restructured facility have been submitted to the lending banks for their approvals.

23
BONDS

	
	30 June 

2009
	31 December

2008
	30 June
 2008

	
	KD’000
	KD’000
	KD’000

	On 23 June 2004, the Parent Company issued unsecured bonds in the principal amount of KD 20,000,000 composed of bonds in two series as follows:
	
	
	

	
	
	
	

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

	
	
	
	

	· Floating rate bonds due on 23 December 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) 
	10,465
	10,373
	12,000


23
BONDS (continued)

	
	
	
	

	On 25 April 2007, the Parent Company issued unsecured bonds in the principal amount of KD 45,000,000 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)
	19,900
	20,000
	20,000

	
	
	
	

	· Floating rate bonds due on 25 April 2012 (bearing interest at the rate of  1% per annum over KIBOR in effect on the rate fixing date payable semi-annually)
	21,950
	25,000
	25,000

	
	
	
	

	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)
	6,594
	6,892                                                                                                                                                                                                                              
	-    

	· KWD Fixed rate bonds  due on 25 Nov 2013(bearing fixed interest rate of  7% payable semi annually)
	26,380
	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)
	2,874
	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)
	4,500
	2,763
	-    

	
	────────
	────────
	────────

	
	100,664
	103,908
	65,000

	
	════════
	════════
	════════


For each series of bonds, ownership interest of the Parent Company and its 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.

On 14 June 2009, the bondholders agreed to extend the maturity of fixed rate bonds amounting to KD 8 million and floating rate bonds amounting to KD 12 million due on 23 June 2009 by six months to 23 December 2009.

24
OTHER LIABILITIES

	
	30 June 

2009
	31 December

2008
	30 June 

2008

	
	KD’000
	KD’000
	KD’000

	
	
	
	

	Payable for purchase of investment properties
	8,511
	71,990
	-    

	Payable for property under development
	6,340
	9,614
	-    

	Accrued interest on borrowings
	2,862
	6,098
	-    

	Payable on change in fair value of put option 
	7,742
	7,742
	-    

	Negative fair value of interest rate swaps  
	4,868
	5,500
	-    

	Unearned premium on call option 
	-    
	4,934
	-    

	Dividends payable
	306
	306
	988

	Negative fair value of forward foreign exchange contracts
	4,654
	3,406
	278

	Payable for settlement of purchase of trading securities
	1,298
	2,364
	21,096

	Accrued expenses
	2,220
	2,641
	5,117

	Other payables
	15,770
	-   
	53,458

	
	──────────
	──────────
	──────────

	
	54,571
	114,595
	80,937

	
	══════════
	══════════
	══════════


25
RELATED PARTY TRANSACTIONS

These represent transactions with certain related parties (directors and executive officers of the Parent Company and their related concerns) entered into by the Group in the ordinary course of business.

	
	Key

management personnel
	Associates
	30 June 

2009
	31 December

2008
	30 June 

2008

	
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000

	Interim condensed consolidated statement of financial position 


	
	
	
	
	

	Loans 
	594
	12,204
	12,798
	10,799
	492

	Amount due from related parties (Note 18)
	-    
	-    
	-    
	-   
	1,270

	Wakala payables
	-    
	9,773
	9,773
	13,200   
	-    

	Payable on change in fair value of put option (Note 24)
	-    
	7,742
	7,742
	7,742
	-    

	
	
	
	
	
	

	Transactions included in interim condensed consolidated income statement
	
	
	
	
	

	Interest and similar income
	33
	170
	203
	220
	-    

	Interest and similar expense
	-    
	(521)
	(521)
	(1,671)
	16

	Fee and commission income
	-    
	-    
	-    
	     3,431
	195

	Net gain on financial assets designated at fair value through income statement
	-    
	127
	127
	5,487
	-    

	Net gain on investment properties
	-    
	1,510
	1,510
	-    
	-    

	Net gain on property under development
	-    
	(2,711)
	(2,711)
	-    
	-    

	Gain on disposal of subsidiaries
	-    
	-    
	-    
	2,043
	-    

	Change in fair value of put options
	-    
	-    
	-    
	(7,742)
	-    

	
	
	
	
	
	

	Key management personnel compensation
	
	
	
	
	

	Short-term employee benefits
	646
	-    
	646
	1,355
	350

	Cost of share based payment
	-    
	-    
	-    
	-   
	250

	Termination benefits
	48
	-    
	48
	107
	135

	
	
	
	 ────────
	 ────────
	 ────────

	
	
	
	694
	1,462
	735

	
	
	
	════════
	════════
	 ════════


26
SEGMENTAL INFORMATION

For management purposes the group is organised into six 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.

· Real estate: sale and purchase of real estate and property development.
	
	Asset

management
	Principal  investments & group treasury
	Proprietary trading
	Investment banking and advisory
	Brokerage
	Real

 estate
	Total

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

	Six months ended 30 June 2009 
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Segment income (expense)
	10,076
	(21,629)
	(14,724)
	259
	1,371
	(20,955)
	(45,602)

	Inter segment income(expense)
	-    
	-    
	-    
	-    
	-    
	-    
	-    

	
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────

	Total segment income (loss)
	10,076
	(21,629)
	(14,724)
	259
	1,371
	(20,955)
	(45,602)

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════

	Segment profit (loss)
	7,466
	(63,217)
	(17,856)
	(251)
	605
	(26,478)
	(99,731)

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════

	Loss for the period
	
	
	
	
	
	
	(99,731)

	
	
	
	
	
	
	
	═════════

	Six months ended 30 June 2008 
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Segment income
	12,038
	91,208
	(8,351)
	11,478
	1,520
	7,781
	115,674

	Inter segment income(expense)
	1,626
	(8,944)
	-    
	7,318
	-    
	-    
	-    

	
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────

	Total segment income
	13,664
	82,264
	(8,351)
	18,796
	1,520
	7,781
	115,674

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════

	Segment profit/(loss)
	8,423
	61,628
	(12,380)
	18,119
	1,385
	5,445
	82,620

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════

	Profit for the period
	
	
	
	
	
	
	82,620

	
	
	
	
	
	
	
	═════════


26
SEGMENTAL INFORMATION (continued)

	
	Asset

management
	Principal  investments & group treasury
	Proprietary trading
	Investment banking and advisory
	Brokerage
	Real

 estate
	Total

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

	Six months ended 30 June 2009 
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Total segment assets
	-    
	814,507
	24,810
	-    
	26,492
	89,408
	955,217

	Total segment liabilities
	-    
	(609,353)
	(20,072)
	-    
	(1,682)
	(71,910)
	(703,018)

	
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────

	Net segment assets
	-    
	205,153
	4,738
	-    
	24,810
	17,498
	252,199

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════

	Unallocated assets
	
	
	
	
	
	
	56,030

	Unallocated liabilities
	
	
	
	
	
	
	(13,981)

	
	
	
	
	
	
	
	─────────

	Net assets
	
	
	
	
	
	
	294,248

	
	
	
	
	
	
	
	═════════

	Capital expenditure
	
	
	
	
	
	
	1,241

	Depreciation
	
	
	
	
	
	
	1,198

	
	
	
	
	
	
	
	═════════

	
	
	
	
	
	
	
	

	Six months ended 30 June 2008 
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Total segment assets
	-    
	1,110,751
	102,261
	-    
	-    
	104,249
	1,317,261

	Total segment liabilities
	-    
	(487,555)
	(46,758)
	-    
	-    
	(47,667)
	(581,980)

	
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────

	Net segment assets
	-    
	623,196
	55,503
	-    
	-    
	56,582
	735,281

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════

	Unallocated assets
	
	
	
	
	
	
	69,200

	Unallocated liabilities
	
	
	
	
	
	
	(80,937)

	
	
	
	
	
	
	
	─────────

	Net assets
	
	
	
	
	
	
	723,544

	
	
	
	
	
	
	
	═════════

	Capital expenditure
	
	
	
	
	
	
	-    

	Depreciation
	
	
	
	
	
	
	543

	
	
	
	
	
	
	
	═════════


27
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 interim condensed consolidated statement of financial position. Assets under management at 30 June 2009 amounted to KD 2,074.720 million (31 December 2008: KD 2,217.22 million and 30 June 2008: KD 2,492.107 million). 

28
DERIVATIVE FINANCIAL INSTRUMENTS

	
	30 June 2009
	31 December 2008
	30 June 2008


	
	Notional amount
	Negative

fair value
	Notional amount
	Positive (Negative)

 fair value
	Notional amount
	Negative

fair value

	
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000

	Forward foreign exchange

 contracts
	111,409
	(4,654)
	193,539
	(3,406)
	209,025
	(278)

	Interest rate swaps
	172,470
	(4,868)
	165,810
	(5,500)
	-    
	-    

	Call options
	-    
	-    
	7,685
	2,751
	-    
	-    

	Put options
	43,966
	(7,742)
	42,268
	(7,742)
	-    
	-    

	
	─────────
	─────────
	─────────
	─────────
	─────────
	─────────

	
	327,845
	(17,264)
	409,302
	(13,897)
	209,025
	(278)

	
	═════════
	═════════
	═════════
	═════════
	═════════
	═════════


Forward foreign exchange contracts comprise of contracts both with clients and offsetting contracts with bank counter parties and to cover the Group’s foreign currency needs. 

Forward foreign exchange contracts worth USD 200 million (KD 57.490 million) mature in June 2011 whereas the other forward 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 86.2 million matures on 19 September 2011, and one IRS contract aggregating KD 86.2 million matures on 11 June 2010.

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.

29
CONTINGENT LIABILTIES AND COMMITMENTS

The total outstanding contingent liabilities and commitments are as follows.
	
	30 June 

2009
	31 December

2008
	30 June
2008

	
	  KD’000
	  KD’000
	  KD’000

	Commitments
	
	
	

	Commitments to invest in private equity funds
	19,851
	19,086                       
	125

	Commitments for development of property
	47,777
	53,824
	                   -    

	Undrawn commitments to lend
	28,745
	27,635
	                   -    

	Commitments to buy securities
	20,179
	17,377
	                   -    


29
CONTINGENT LIABILTIES AND COMMITMENTS (continued)

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

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 47.8 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. 

	
	30 June

2009
	31 December

2008
	30 June
2008

	
	  KD’000
	  KD’000
	  KD’000

	Commitments for development of properties 
	
	
	

	 Not later than one year
	316
	 6,406
	-    

	 Later than one year but not later than 4 years
	47,461
	  47,418
	-    

	
	──────────
	──────────
	──────────

	
	47,777
	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 28.745 million (31 December 2008: KD 27.635 and 30 June 2008: Nil).

Commitments to buy securities

The Parent Company has commitment to buy securities amounting to KD 20.179 million (31 December 2008: KD 17.377 million and 30 June 2008: Nil million) from three counterparties out of which KD 11.55 million is from  related parties and KD 18.109 million is  subject to regulatory approvals (31 December 2008: KD 17.377 million)

Legal claims

At the balance sheet date certain legal claims existed against the Group. Legal claims related to compensation by one of the customer of the Parent Company for acts of fraud committed by an ex-employee of the Parent Company:  compensation by two individuals for a cancelled private equity acquisition transaction and compensation by two individuals for their investment in an Investment Banking transaction. 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. A bank with an outstanding amount of USD 29 million (KD 8.336 million) has filed a legal suit for recovery of its debt in a Kuwaiti civil court.

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 interim condensed consolidated financial statements of the Group.
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