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Kuwait Investment Projects Company K.S.C.(Closed) (as it then was) was incorporated as a closed shareholding company on 2 August 1975
under Article 94 of the Kuwaiti Commercial Companies Code, Law No. 15 1960 as amended. It was registered under commercial registration
number 23118 on 15 November 1979. On 29 September 1999, it changed its structure to that of a holding company and amended its name
to Kuwait Projects Company (Holding) K.S.C. (Closed). On 11 September 2014, it amended its Articles of Association to comply with a new
Kuwait Companies Law, 25 of 2012 (now Law No. 1 of 2016, as amended), and it is now designated as Kuwait Projects Company (Holding)
K.S.C.P. (“KIPCO”, the “Company” or the “Issuer”). KIPCO is listed on Boursa Kuwait (formerly the Kuwait Stock Exchange) (“Boursa Kuwait”). At
the date of this prospectus (the “Prospectus”), the share capital of the Issuer is KD 154,725,133.800 consisting of 1,547,251,338 shares with a
nominal value of 100 fils each (the “Existing Shares”), all of which are fully paid.
The issue (the “Offering” which term includes the Rights Offering to existing shareholders without extending the Offering to non-shareholders
(defined below)) consists of the issuance of 452,748,662 ordinary shares (the “Issue Shares”) at an offer price of KD 0.210 per share (the “Offer
Price”) representing an increase in the total number of issued shares from 1,547,251,338 shares to 2,000,000,000 shares, representing an
increase of approximately 29.3% in the existing issued share capital of the Issuer.
The rights offering to existing shareholders (“Rights Offering”) is only capable of acceptance by, registered holders of Existing Shares (the
“Eligible Shareholders” or “Subscribers” (as the context requires)) as at the close of trading on Boursa Kuwait on the day preceding the
date of the commencement of the Offering Period (as defined below), i.e., shareholders recorded in the Company’s shareholder register held
with the Kuwait Clearing Company K.S.C. (“Clearing and Depositary Agent”) as of the close of trading on Boursa Kuwait on 26 June 2019
(the “Record Date”). For clarity sake, any trade of the Company’s shares prior to the Record Date, but which have not completed the
trade settlement process of Boursa Kuwait as of the Record Date (“Ex Rights Date”), and as a result have not yet been registered on
the Company’s shareholder register, will not be considered in determining the Eligible Shareholders of record as of the Record Date.
Each Eligible Shareholder shall have the right to subscribe for 293 Issue Shares for every 1,000 Existing Shares held in the Issuer by the Eligible
Shareholders as at the Record Date. No Shareholders will receive any proceeds resulting from the Offering.
The Issue Shares will be allocated to Eligible Shareholders who have applied to subscribe for a number of Issue Shares proportionate to the
number of Existing Shares held by them on the Record Date. If the Eligible Shareholders have not fully subscribed to their entitlement to the
Issue Shares, such unsubscribed Issue Shares will be allocated to those Eligible Shareholders who applied for more than their entitlement to
the Issue Shares. (see Section (Offering Terms, Conditions and Instructions)). The number of allocated Issue Shares will be rounded to the
nearest whole number. The Issuer shall have the sole right to dispose of the share fractions at its own discretion. Fractions for the Issue Shares
will not be issued in any way. Upon completion of the Offering, the Issuer’s issued share capital will be KD 200,000,000 and the number of
shares in issue will be 2,000,000,000 shares. The total value of the Offering will be KD 95,077,219.020. The proceeds of the Offering will be used
for general corporate purposes (see Section (Use of Proceeds)).
The Issuer’s authorized share capital of KD 200,000,000 was authorized by resolutions of the Extraordinary General Meeting held on 31 March
2014. The Board of Directors of the Issuer, by written resolution No. 1 dated 31 January 2019 resolved to increase the issued and paid share
capital from KD 154,725,133.800 to KD 200,000,000 by the issue and allotment of 452,748,662 Issue Shares at the Offer Price. The Board of
Directors of the Issuer, by written resolution No. 5 dated 12 June 2019 resolved to set the Offer Price at KD 0.210 for each Issue Share (including
Issuance Premium). The Board of Directors of the Issuer, by written resolution No. 5 dated 12 June 2019 resolved to call for the subscription in
the Issue Shares. Approval to the issuance of the Issue Shares has been granted by the Capital Market Authority (the “Authority” or the “CMA”)
on 17 March 2019 for the Issuer to issue the Issue Shares. The approval of the Prospectus for the marketing and offering of the Issue Shares has
been granted by the CMA on 9 June 2019.
The Rights Offering will commence on Thursday 27 June 2019 and will remain open for a period of 21 days up to and including Wednesday,
17 July 2019 (the “Offering Period”). During the Offering Period, subscribers may submit their applications to subscribe for Issue Shares
in accordance with the relevant subscription methods referenced in this Prospectus (see Section (Offering Terms, Conditions and
Instructions)). The Board of Directors has the right to extend any Offering Period at its sole discretion.
The Issuer has one class of shares. Each share entitles the holder thereof to one vote, and each shareholder (a “Shareholder”) has the right to
attend and vote at a general assembly (the “General Assembly”). No Shareholder benefits from any preferential voting rights. The Issue Shares
will be entitled to receive any dividends declared by the Issuer in the future.
The Issue Shares will be listed on Boursa Kuwait following the close of the Offering Period, the final allocation of the Issue Shares and
completion of all the necessary regulatory procedures and will be traded without any restrictions equal to the Existing Shares. The “Important
Notices” should be considered carefully prior to making a decision to invest in the Issue Shares.
NOTICE TO POTENTIAL INVESTORS
WE RECOMMEND THAT YOU SEEK THE ADVICE OF A LICENSED PERSON WHO IS DULY QUALIFIED ACCORDING TO THE KUWAIT CAPITAL MARKETS
LAW NO. 7 OF 2010 AND THE EXECUTIVE BYLAWS THERETO (EACH AS AMENDED) TO RENDER ADVICE WITH RESPECT TO THE CONTENTS OF THIS
PROSPECTUS PRIOR TO MAKING A DECISION AS TO WHETHER OR NOT TO SUBSCRIBE TO THE ISSUE SHARES.

THIS PROSPECTUS HAS BEEN APPROVED BY THE KUWAIT CAPITAL MARKETS AUTHORITY. THIS PROSPECTUS HAS BEEN PREPARED IN
ACCORDANCE WITH THE KUWAIT CAPITAL MARKETS LAW NO. 7 OF 2010 AND THE EXECUTIVE BYLAWS THERETO (EACH AS AMENDED). THE
DIRECTORS, WHOSE NAMES APPEAR IN THE MANAGEMENT SECTION OF THIS PROSPECTUS, COLLECTIVELY AND INDIVIDUALLY ACCEPT FULL
RESPONSIBILITY FOR THE ACCURACY OF ALL INFORMATION CONTAINED IN THIS PROSPECTUS RELATING TO THE ISSUER AND ISSUE SHARES,
AND CONFIRM, HAVING MADE ALL REASONABLE ENQUIRES, THAT TO THE BEST OF THEIR KNOWLEDGE AND BELIEF, THERE ARE NO OTHER
FACTS THE OMISSION OF WHICH WOULD MAKE ANY STATEMENT HEREIN MISLEADING.
THE SUBSCRIPTION AGENT AND THE ISSUER ACCEPT FULL RESPONSIBILITY FOR ANY INACCURACY OF ALL INFORMATION AND DATA
CONTAINED IN THIS PROSPECTUS AND CONFIRM, HAVING MADE ALL REASONABLE ENQUIRIES, THAT TO THE BEST OF THEIR KNOWLEDGE AND
BELIEF, THERE ARE NO OTHER MATERIAL FACTS AND INFORMATION OMITTED, AND THAT THE PROSPECTUS HAS BEEN DRAFTED ACCORDING
TO THE INFORMATION AND DATA THAT CORRESPOND TO REALITY.
THE LEGAL ADVISERS TO THE ISSUER AND THE SUBSCRIPTION AGENT CONFIRM THAT THEY HAVE REVIEWED THE PROSPECTUS AND
DOCUMENTS RELATED THERETO AS PROVIDED TO THEM BY THE ISSUER, AND THAT TO THE BEST OF THEIR KNOWLEDGE AND AFTER HAVING
MADE ALL REASONABLE INQUIRIES, THE PROSPECTUS COMPLIES WITH THE RELEVANT LEGAL REQUIREMENTS AND THAT THE ISSUER HAS
OBTAINED THE REQUIRED APPROVALS NECESSARY IN ORDER FOR ITS OBLIGATIONS TO BE VALID AND ENFORCEABLE.
THE KUWAIT CAPITAL MARKETS AUTHORITY DOES NOT TAKE ANY RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS, DOES NOT
MAKE ANY REPRESENTATION AS TO ITS ACCURACY OR COMPLETENESS, AND EXPRESSLY DISCLAIMS ANY LIABILITY WHATSOEVER FOR ANY
LOSS ARISING FROM, OR INCURRED IN RELIANCE UPON, ANY PART OF THIS PROSPECTUS.
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RESPONSIBILITY STATEMENT
Individuals responsible for the Prospectus
This Prospectus has been prepared by:
Name:
Pinak Pani Maitra

Title:
Group Chief Financial Officer

Address:
Kuwait Projects Company (Holding)
K.S.C.P.

EACH OF THE DIRECTORS OF THE ISSUER, WHOSE NAMES APPEAR HEREIN, ACCEPTS RESPONSIBILITY FOR THE INFORMATION
CONTAINED IN THIS PROSPECTUS. TO THE BEST OF THE KNOWLEDGE AND BELIEF OF THE DIRECTORS, WHO HAVE TAKEN ALL
REASONABLE CARE AND CONDUCTED A FULL AND DETAILED DUE DILIGENCE TO ENSURE THAT SUCH IS THE CASE, (I) THE
INFORMATION CONTAINED IN THIS PROSPECTUS IS COMPLETE, ACCURATE AND CORRECT, (II) ALL INFORMATION RELATING
TO THE SECURITIES AND TO THE ISSUER HAVE BEEN DISCLOSED TO THE INVESTORS, SO THAT THE INVESTORS COULD TAKE
A DECISION AS TO WHETHER OR NOT TO SUBSCRIBE TO THE ISSUE SHARES, AND (III) THAT ALL THE RELEVANT PROVISIONS
RELATING TO THE SECURITIES AS PROVIDED FOR IN LAW NO. 7 OF 2010 REGARDING THE ESTABLISHMENT OF THE CAPITAL
MARKETS AUTHORITY AND REGULATING SECURITIES ACTIVITIES (AS AMENDED) AND ITS EXECUTIVE REGULATIONS AS
AMENDED BY DECISION NO. 72 OF 2015, AND BOOK ELEVEN OF SAID EXECUTIVE REGULATIONS, AND THE COMPANIES LAW
AND ITS EXECUTIVE REGULATIONS, AND THE REGULATIONS AND INSTRUCTIONS ISSUED BY THE CAPITAL MARKETS AUTHORITY
FROM TIME TO TIME, HAVE BEEN COMPLIED WITH.
On behalf of the Board of Directors of the Issuer
Name:
Faisal Hamad Al Ayyar
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Title:
Vice Chairman (Executive)

Signature:

IMPORTANT NOTICES
This Prospectus includes information with regard to Kuwait Projects Company (Holding) K.S.C.P., the
Offering terms and conditions and the Issue Shares. The Company has not authorized the making or
provision of any representation or information regarding the Company, the Offering or the Issue Shares
other than as contained in this Prospectus or as approved for such purpose by the Company. Any such
representation or information emanating from third parties should not be relied upon as having been
authorized by the Company or the Issuance Advisor named on the cover hereof (the “Issuance Advisor”
or “Advisor”).
While the Company has made all reasonable enquiries as to the accuracy of the information contained in
this Prospectus as at the date hereof, certain portions of the market and industry information herein are
derived from external sources, and while neither the Company, the Advisor, nor any of their respective
advisors have any reason to believe that any of the market and industry information is materially inaccurate,
such information has not been independently verified and no representation is made with respect to the
accuracy or completeness of any of this information.
The information contained in this Prospectus as at the date hereof is subject to change. In particular,
the actual financial state of the Company and the value of the shares in the Company may be adversely
affected by future developments in inflation, financing charges, taxation or other economic, political and
other factors, over which the Company has no control. Neither the delivery of this Prospectus nor any
oral, written or printed interaction in relation to the Offering terms and conditions and the Issue Shares is
intended to be or should be construed as or relied upon in any way as, a promise or representation as to
future earnings, results or events.
This Prospectus is not to be regarded as a recommendation on the part of the Company, the Advisor or
any of their advisers or affiliates to participate in the Offering. Information provided herein is of a general
nature and has been prepared without taking into account any potential investors’ investment objectives,
financial situation or particular investment needs. Prior to making an investment decision, each recipient
of this Prospectus is responsible for obtaining his own independent professional advice in relation to the
Company, the Offering terms and conditions or the Issue Shares and for making his own independent
evaluation of the Company, an investment in the Issue Shares and of the information and assumptions
contained herein, using such advice, analysis and projections as she/he deems necessary in making any
investment decision. Prospective investors are not to construe the contents of this document as constituting
tax, investment or legal advice.
Prior to subscribing for any Issue Shares, a prospective investor should consult a financial advisor who
has been duly licensed by the Kuwait Capital Markets Authority (“CMA”) and with his, her or its own legal,
business and tax advisors to determine the appropriateness and consequences of an investment in the
Issue Shares for such investor and arrive at an independent evaluation of such investment. The sole purpose
of this Prospectus is to provide background information about the Company to assist each recipient in
making an independent evaluation of the offering and any investment in the Issue Shares.
The distribution of this Prospectus and the offering of the Issue Shares in certain jurisdictions is restricted
by some laws outside the State of Kuwait. Persons into whose possession this Prospectus may come are
required by the Company and the Advisor to inform themselves about and to observe such restrictions.
Under no circumstances shall this document constitute an offer to sell or the solicitation of an offer to buy
nor shall there be any sale of any securities in the United States or any other jurisdiction in which such offer,
solicitation or sale would be unlawful. Any securities to be issued have not been and will not be registered
under the Securities Act of 1933 or with any securities regulatory authority of any state or other jurisdiction
of the United States and may not be offered, sold, pledged or otherwise transferred within the United
States or to, or for the account or benefit of, U.S. persons.
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No person has been authorized to give any information or make any representation in connection with
the Offering terms and conditions or the Issue Shares other than those contained in this Prospectus
and, if given or made, any such information or representation should not be relied upon as having been
authorized by the Advisor, Subscription Agent or the Company. Neither the delivery of this Prospectus nor
any sale or delivery made hereunder shall, in any circumstances, create any implication that there has been
no change in the affairs of the Company since the date hereof.
Financial and Statistical Information
In this Prospectus all references to “KWD”, “KD”, “Kuwaiti Dinars” and “Dinars” are to Kuwaiti Dinars, the
lawful currency of Kuwait and “USD”, “US$” and “$” are to United States Dollars.
Certain figures and percentages included in this Prospectus have been subject to rounding adjustments.
Accordingly, figures shown in the same category presented in different tables may vary slightly and figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them.
Where statistical information has been sourced for publication in this Prospectus, the Issuer believes that
the information represents the latest information available from the relevant particular source.
Financial information contained herein for any period ending after 31 December 2018 has not been
audited.
Forecasts and Forward-Looking Statements
Some statements in this Prospectus may be deemed to be forward looking statements. Forward looking
statements include statements concerning the Issuer’s plans, objectives, goals, strategies, future operations
and performance and the assumptions underlying these forward-looking statements. When used in this
document, the words “anticipates”, “estimates”, “expects”, “believes”, “intends”, “plans”, “aims”, “seeks”, “may”,
“will”, “should” and any similar expressions generally identify forward looking statements. The Issuer has
based these forward-looking statements on the current view of the Issuer’s management with respect to
future events and financial performance. Although the Issuer believes that the expectations, estimates
and projections reflected in the Issuer’s forward-looking statements are reasonable as of the date of this
Prospectus, if one or more of the risks or uncertainties materialize, including those which the Issuer has
identified in this Prospectus, or if any of the Issuer’s underlying assumptions prove to be incomplete or
inaccurate, the Issuer’s actual results of operation may vary from those expected, estimated or predicted.
These forward-looking statements speak only as at the date of this Prospectus. Without prejudice to any
requirements under applicable laws and regulations, the Issuer expressly disclaims any obligation or
undertaking to disseminate after the date of this Prospectus any updates or revisions to any forwardlooking statements contained herein to reflect any change in expectations thereof or any change in events,
conditions or circumstances on which any such forward looking statement is based.
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ABBREVIATIONS
Bn

Billion

CBK

Central Bank of Kuwait

CIA

Central Intelligence Agency

Clearing and Depositary Agent

Kuwait Clearing Company K.S.C.

CMA

Capital Market Authority

CPI

Consumer Price Index

Dinars, KWD and KD

Kuwaiti Dinar

GCC

Gulf Cooperation Council

GDP

Gross Domestic Product

IMF

International Monetary Fund

Issuance Advisor

KAMCO Investment Company K.S.C.(Public)

JOD

Jordanian Dinar

KAMCO

KAMCO Investment Company K.S.C.(Public)

KCC

Kuwait Clearing Company K.S.C.

Mn

Million

MOF

Ministry of Finance

OPEC

Organisation of the Petroleum Exporting Countries

Subscription Agent

KAMCO Investment Company K.S.C.(Public)

Tn

Trillion

USD

U.S. Dollar

MENA

Middle East and North Africa
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KEY TERMS OF THE OFFERING
The following summary should be read as an introduction to, and is qualified in its entirety by reference to, the
more detailed information appearing elsewhere in this Prospectus. This summary does not contain all of the
information that prospective investors should consider before deciding to invest in the Issue Shares and does
not purport to be complete. Accordingly, any decision by a prospective investor to invest in the Issue Shares
should be based on a consideration of this Prospectus as a whole.
Issuer

Kuwait Projects Company (Holding) K.S.C.P. was incorporated in the State of Kuwait on
2 August 1975

Issuer’s Address

KIPCO Tower, Khalid Bin Al Waleed Street, Sharq, State of Kuwait
P.O. Box 23982, Safat 13100, State of Kuwait

Nature of Offering

Rights Offering to subscribe for Issue Shares to Eligible Shareholders only

Offer Price

210 fils per Issue Share (including the nominal value and the issuance premium) to be
paid in one payment.

Nominal Value

100 fils per Issue Share.

Issuance Premium

110 fils per Issue Share.

Total number of Issued and Paidup Shares immediately prior to
Offering

1,547,251,338 shares with a nominal value of 100 fils each, all of which are fully paid.

Issuer’s Paid-up capital
immediately prior to the
Offering

KD 154,725,133.800

Issuer’s Authorized capital

KD 200,000,000 as of 31 December 2018

Treasury Shares

146,921,701 Shares as of 31 December 2018

Number and type of Issue Shares

452,748,662 ordinary shares representing approximately 29.3% of the Issuer’s existing
issued share capital.

Number of Issue Shares
underwritten

None.

Amount of the Offering
underwritten

None.

Total number of shares
immediately following the
Offering

2,000,000,000 ordinary shares.

Issuer’s issued capital
immediately
following the Offering

KD 200,000,000

Percentage increase in Issued
and Paid-up share
Capital

The capital of the Issuer will be increased by KD 45,274,866.200 representing an increase
of approximately 29.3% in the Issuer’s share capital immediately prior to the Offering.

Total value of the Offering

KD 95,077,219.020
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Offering Expenses

Estimated to be approximately KD 100,000. The Issuer shall be responsible for all costs
relating to the Offering which includes Offering Management fees, marketing expenses,
printing and distribution expenses and other related expenses.

Record Date

Wednesday, 26 June 2019

Offering method

Subscribers may submit the subscription application online via the website for
Subscription (see Section (Details of the Offering)) of up to 14,000 (Fourteen Thousand)
Shares or at the offices of the Clearing and Depositary Agent where Subscribers can
submit the form prepared for subscription (“Subscription Application Form”) only
during the Offering Period. Amendments to and/or withdrawal of the Subscription
Application Form shall not be permitted once the Subscription Application Form has
been submitted. Upon submission by a subscriber, the Subscription Application Form
shall represent a legally binding agreement between such subscriber and the Issuer.

Offering Period

From Thursday, 27 June 2019 to Wednesday, 17 July 2019.

Allocation date

Wednesday, 24 July 2019

Shareholders eligible to
subscribe for Issue Shares
through Rights Issue

Registered holders of Existing Shares recorded in the Company’s shareholder register
with the Kuwait Clearing Company K.S.C. at the close of trading on Boursa Kuwait on the
Record Date. For clarity sake, any trade of the Company’s shares prior to the Record
Date, but which have not completed the trade settlement process of Boursa Kuwait
as of the Record Date (Ex Rights Date), and as a result have not yet been registered
on the Company’s shareholder registry, will not be considered in determining the
Eligible Shareholders of record as of the Record Date.

Minimum Subscription

1 Share

Effect on Eligible Shareholders
who
choose not to subscribe for Issue
Shares

Eligible Shareholders who do not subscribe to the Issue Shares shall be subject to a
reduction in the proportion of their equity in the Issuer as well they may experience a
change in the value of their Existing Shares.

Subscription for Additional Issue
Shares

Eligible Shareholders have the right to subscribe for additional Issue Shares (“Additional
Issue Shares”) in addition to their entitlement to Issue Shares. Such subscription shall
be made at the Offering Price (i.e., KD 0.210 per Additional Issue Share).

Allocation of Issue Shares

Eligible Shareholders who apply for Issue Shares and submit the Subscription Application
Form to the Clearing and Depositary Agent
prior to the end of the Offering Period will be entitled to 293 Issue Shares for every 1,000
Existing Shares that they hold. If the Eligible Shareholders have not fully subscribed to
their entitlement to the Issue Shares, such unsubscribed Issue Shares will be allocated
to those Eligible Shareholders who applied for more than their entitlement to the Issue
Shares. If the aggregate number of the Additional Issue Shares exceeds the number
of available unsubscribed Issue Shares, such shares will be allocated to those Eligible
Shareholders applying for such Additional Issue Shares pro rata to their subscription
for the Additional Issue Shares. The allocation of the Additional Issue Shares shall be
final without any recourse or liability against the Issuer (see Section (Offering Terms,
Conditions and Instructions)).

Fractional Entitlements to Issue
Shares

Fractions of the Issue Shares may not be subscribed to and, wherever
necessary, the number of Issue Shares to which an Eligible Shareholder has a fractional
entitlement shall be rounded to the nearest whole number. The Issuer shall have the sole
right to dispose of the share fractions at its own discretion. Fractions for Issue Shares will
not be issued in any way (see Section (Offering Terms, Conditions and Instructions)).

Use of Proceeds

The proceeds of the Offering will be used for general corporate purposes (see Section
(Use of Proceeds)).
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Excess Offering Monies

Excess offering monies, if any, will be returned to subscribers who have participated
in the Offering without any interest to the subscribers and without any commission,
charge or withholding by the Company. (see Section (Offering Terms, Conditions and
Instructions)).

Offering Terms

The Rights Offering is being made to, and is only capable of acceptance by, Eligible
Shareholders. The Issuer and the Clearing and Depositary Agent retain the right to
reject, in full or in part, any Subscription Application Form, which is not in compliance
with the terms of the Offering. Once submitted, Subscription Application Forms cannot
be amended or withdrawn. The acceptance of Subscription Application Forms by the
Clearing and Depositary Agent and the Issuer constitutes binding agreement between
subscribers and the Issuer (see Section (Offering Terms, Conditions and Instructions)).

Dividends

The Issue Shares will be entitled to receive any dividends declared by the Issuer in the
future.

Voting Rights

The Issuer has only one class of share. Each Issue Share entitles the holder to one vote,
and each Shareholder has the right to attend and vote at a General Assembly. No
Shareholder has any preferential voting rights (see Section (Offering Terms, Conditions
and Instructions)).

Short-term profit on the Share

The estimated earnings per share for the year ended on 31 December 2019 is 15 fils.

Share value in
the event of liquidation of the
Company

In the event of liquidation of the Company and prior to the Offering, the book value per
share is 198 fils according to the financial statements for the year ended 31 December
2018.

Recover the value of shares

Existing and new shareholders can recover the shares’ value (either profit or loss) through
direct sale on Boursa Kuwait. There are no differences in any of the rights between the
Issue Shares and Existing Shares.

Rights arising from the Issue
Receiving its pro rata share of the Issuer’s assets on liquidation following repayment of
Shares in the event of liquidation its debts and other costs.
of the Issuer
Process and Procedures in the
event of an undersubscribed
share capital
increase

If the share capital increase has not been fully subscribed for during the Offering Period,
the Board of Directors of the Company may decide to extend the Offering Period. If the
share capital increase has not been fully subscribed for during the extended offering
period, the Board of Directors of the Company may decide to either, (i) retract the share
capital increase, or (ii) limit the share capital increase to the amount actually subscribed
for. Subscribers for the Issue Shares will have a right of retraction only in accordance
with the Law.

Listing of Shares

A statement of Issue Shares will be issued and the Issue Shares will be listed on Boursa
Kuwait following the close of the Offering Period, the final allocation of the Issue Shares
and completion of all the necessary regulatory procedures and will be traded without
any restrictions equal to the Existing Shares.

Taxation

Payments made by the Issuer in respect of the Issue Shares could become subject to
taxation (see Section (Taxation)).

Risk Factors

There are certain risks relating to an investment in the Offering. These risks can be
generally categorized into, (i) risks related to the Issuer, (ii) risks related to the various
sectors in which Issuer’s subsidiaries operate and the legal and regulatory environment
in Kuwait, and (iii) risks related to the Issue Shares. These risks should be considered
carefully prior to making an investment decision in the Issue Shares (see Section (Risk
Factors)).

Regulatory Authority

Capital Markets Authority.

Auditors

Ernst & Young Al Aiban, Al Osaimi & Partners RSM Albazie and Co.
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Issuance Advisor and
Subscription Agent

KAMCO Investment Company K.S.C. (Public)

Clearing Agent and Depositary

Kuwait Clearing Company K.S.C.

Legal Advisors

ASAR – Al Ruwayeh & Partners.

Law

Kuwaiti Law

Courts

Courts of the State of Kuwait

Directors of Issuer

Sheikh Hamad Sabah Al-Ahmad Al-Sabah
Faisal Hamad Al-Ayyar
Abdullah Yacoub Bishara
Sheikh Abdullah Nasser Sabah Al-Ahmad Al-Sabah
Sheikha Futtouh Nasser Sabah Al-Ahmad Al-Sabah

13

DETAILS OF THE OFFERING
Shares offered in the Offering
The Issuer is offering 452,748,662 ordinary shares representing 29.3% of the Issuer’s existing issued share
capital.
Issue Price per Issue Share and Valuation
The Offering will have a price of 210 fils per Issue Share, reflecting the nominal value of 100 fils per Issue
Share and the issuance premium of 110 fils per Issue Share.
The Issuer has appointed an independent asset valuer licensed by the Capital Market Authority to assess
the fair value of its shares in relation to the Offering.
The independent valuation report (the “Valuation Report”) was prepared as at 30 September 2018 (the
“Valuation Date”) and it was provided to the Capital Markets Authority.
According to the valuation report, the valuation range for the Issuer is between 210 fils per share to 230
fils per share.
It should be noted that several valuation methods have been used to derive the valuation range, including
dividends discount model, relative valuation based on Price to Book Value multiples and volume weighted
average price based on the audited financial statements of the Issuer and information available in the
public domain from reliable third-party sources.
These methods are summarized as follows:
1. Dividends Discount Model (“DDM”)
2. Relative valuation based on Price to Book Value (“P/BV”) multiples
3. Volume Weighted Average Price (“VWAP”)
Eligibility
The Rights Offering is only capable of acceptance by all shareholders registered in the Issuer’s shareholder
register at the Record Date who will be eligible to exercise their rights to subscribe for the Issue Shares.
Applicant shall login to the subscription website via the link: https://www.ipo.com.kw (the “Subscription
Website”), and register their civil ID number in the event that the applicant is an individual and commercial
registration number in the event that the applicant is a corporate, thereafter, the system shall verify
whether the subscriber is eligible to the subscription or not. Each Eligible Shareholder shall have the right
to subscribe for 293 Issue Shares for every 1,000 Existing Shares that he owned at the Record Date. The
Eligible Shareholder shall not receive any proceeds from the Offering.
Eligible Shareholders will also be allowed to apply for Additional Issue Shares at the Offer Price, which will be
allocated on a pro-rata basis if unsubscribed Issue Shares remain due to the failure by Eligible Shareholders
to exercise their rights to subscribe for Issue Shares. The Eligible Subscribers who have subscribed for Issue
Shares, are hereinafter referred to as, (the “Subscribers”).
Rights Attached to the Issue Shares
The Issuer has only one class of shares. Each Issue Share entitles the holder to one vote, and each Shareholder
has the right to attend and vote at a General Assembly. No Shareholder has any preferential voting rights.
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The Issue Shares, once issued, will also be entitled to receive their portion of any dividends declared by the
Issuer (same as Existing Shares). In the event of a liquidation of the Issuer each Issue Share will be entitled
an equal share of the Issuer’s liquidated assets following repayment of its debts.
If the share capital increase has not been fully subscribed for during the Offering Period, the Board of
Directors of the Company may decide to extend the Offering Period. If the share capital has not been fully
subscribed for during the extended offering period, the Board of Directors of the Company may decide to
either, (i) retract the capital increase, or (ii) limit the capital increase to the amount actually subscribed for.
Subscribers for the Issue Shares will have a right of retraction only in accordance with the Law.
Options of the Eligible Shareholders in Respect of the Issue Shares
Eligible Shareholders shall have the following options in respect of the Issue Shares:
-

Exercise their pre-emption rights to subscribe for the Issue Shares;

-

Exercise their pre-emption rights to subscribe for the Issue Shares and subscribe for Additional Issue
Shares;

-

Transfer their subscription pre-emption rights to subscribe for the Issue Shares and, if applicable, the
right to subscribe for Additional Issue Shares, or a part thereof, pursuant to the applicable processes
during the Offering Period (any such transfers are to be completed in accordance with the relevant
rules of Boursa Kuwait); or

-

Refrain from taking any action relating to the aforementioned rights, whether selling or exercising their
pre-emption right to subscribe to the Issue Shares.

Maximum Subscription
Eligible Shareholders can apply for an amount of Additional Issue Shares, which will only be allocated in
the event that unsubscribed Issue Shares remain due to the failure by Eligible Shareholders to exercise
their rights to subscribe for Issue Shares. These unsubscribed Issues Shares will be allocated on a pro-rata
basis.
Offering Period
The Offering Period will commence on Thursday, 27 June 2019 at the offices of the Clearing and Depositary
Agent in the State of Kuwait during normal working hours Sunday through Thursday and shall close on
Wednesday, 17 July 2019 at 1 pm Kuwait local time.
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OFFERING TERMS, CONDITIONS AND INSTRUCTIONS
Subscription Agreement
The Issuance Advisor and Subscription Agent agreed with the Issuer under the Subscription Agreement,
subject to fulfillment of certain relevant conditions, to take the necessary care in order to offer the Eligible
Shareholders to subscribe for the Issue Shares at the Offer Price. The Issuance Advisor and Subscription
Agent is not committed to subscribe to any of the unsubscribed Issue Shares that have not been subscribed
by Eligible Shareholders and Potential Investors.
Subscription Process
First: Subscription through the Subscription Website for individuals only for Number of 14,000
(Fourteen Thousand) shares, equivalent to KD 2,940 (Kuwaiti Dinars Two Thousand Nine Hundred
Forty) or less:
The Subscription Website allows subscription in capital increase of 14,000 (Fourteen Thousand) shares,
equivalent to KD 2,940 (Kuwaiti Dinars Two Thousand Nine Hundred Forty) or less for individuals only.
Payment shall be made by K-NET service.
The Eligible Shareholder shall:
1. Login to the Subscription Website via the link: https://www.ipo.com.kw
2. Register the civil ID number, thereafter the system shall verify whether the subscriber is eligible to the
subscription or not.
3. Record the number of shares to be subscribed for.
4. Be transferred to the payment portal via the K-NET service, where the Eligible Shareholder can pay
from his/her/its own account (no other person may pay on behalf of the Subscriber except in the cases
provided for under law “Required documents shall be reviewed when submitting the subscription
application”. The Subscriber shall bear all legal consequences in case of violation).
Second: Subscription through referral to the Clearing and Depository Agent for corporates or to
subscribe in number of shares exceeding 14,000 (Fourteen Thousand) shares:
1. The Eligible Shareholder shall login the link https://www.ipo.com.kw to print the subscription
information document, including but not limited to the name of the subscriber, the civil ID number
in the event that the Eligible Shareholder is an individual and commercial registration number in the
event that the Eligible Shareholder is a corporate, the number of shares to be subscribed and their
value.
2. The Eligible Shareholder shall visit his/her/its own bank and submit a copy of the Subscription Document
printed from the above link and transfer the amount required to the Bank Account (non-interest
bearing) by way of electronic funds transfer (net amount without any charges by the transferring bank
and the receiving Bank) stated below:
Name of the Bank
: Burgan Bank
Account number
: 6015378046
IBAN
: KW53 BRGN 0000 0000 0000 6015 3780 46
SWIFT
: BRGNKWKW
Beneficiary
: KIPCO – Capital Increase
Reference/Narration : KIPCO Capital Increase + Shareholder ID (Business Partner ID number) +
Shareholder Contact Number
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3. The Subscriber shall get an original deposit voucher of the amount transferred from his own bank and
then refer to the Clearing and Depository Agent to complete the remaining procedures.
4. The Subscriber shall go to the headquarters of the Clearing and Depository Agent located at the
Arabian Gulf Street, Ahmad Tower, the Fifth floor to submit the documents listed in the «Documents
Required when Submitting Subscription Application» in this Prospectus during normal working hours
Sunday through Thursday and fill in the Subscription Application form.
5. The Clearing and Depository Agent shall provide the Subscriber with a deposit receipt of the
Subscription.
Failure of any Subscriber to submit a duly completed Subscription Application Form (together
with all applicable supporting documentation thereto) at the offices of Kuwait Clearing Company,
after the transfer or deposit of the subscription monies (the “Subscription Monies”) as required
in this Prospectus, shall render the Subscription Application Form of a Subscriber null and void.
Subscription Monies shall not be accepted in cash.
Subscription Application Form
The Rights Offering of the Issue Shares is restricted to Eligible Shareholders only. Eligible Shareholders who
would like to participate in the Rights Offering can submit the Subscription Application Forms during the
relevant Offering Period online via the Subscription Website or at the offices of the Clearing and Depositary
Agent. Each Subscriber who is participating in the Offering must agree to the terms and conditions and
provide all relevant information for the Subscription Application Form. The Issuer and the Clearing and
Depositary Agent reserve the right, free from any liability, to reject, in full or in part, any Subscription
Application Form in the event any of the subscription terms and conditions are not met or the instructions
are not duly and punctually followed including without limitation, the failure of the Subscriber to comply
with the applicable laws and regulations, the non-payment by the Subscriber of the full amount of the
Subscription Monies, the inaccuracy or the invalidity of any information contained in the Subscription
Application Form or the failure of the Subscriber to comply with or follow any terms or requirements set
forth under this Prospectus or in the Subscription Application Form. Amendments to and withdrawal of
the Subscription Application Form shall not be permitted once the Subscription Application Form has
been submitted. Furthermore, the Subscription Application Form shall, upon submission, represent a
legally binding agreement between the Subscriber and the Issuer.
The Subscription Application Form and all relevant terms, conditions and undertakings shall be binding
on the Subscribers and their assignees, executors, estate managers and beneficiaries, unless specifically
stipulated otherwise in this Prospectus. The Subscriber must accept whatever number of Issue Shares is
allocated to him provided such amount does not exceed the amount the Subscriber has indicated in its
Subscription Application Form.
The terms and conditions, and receipt of the Subscription Application Form and contracts arising therefrom
shall be subject to the laws of the State of Kuwait and must be interpreted and applied in accordance
therewith.
All Subscribers must read the instructions relating to the Offering carefully before submitting the
Subscription Application Form. Signing the Subscription Application Form shall be considered agreement
to and acceptance of the Offering Terms, Conditions and Instructions.
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Completing the Subscription Application Form to Subscribe to Issue Shares
An Eligible Shareholder must specify on the Subscription Application Form the number of Issue Shares he
wishes to subscribe to and transfer the Subscription Monies. Each Eligible Shareholder shall have the right
to subscribe for 293 Issue Shares for every 1,000 Existing Shares that he owns at the Record Date. Eligible
Shareholders can apply to subscribe to Additional Issue Shares and may be allocated the unsubscribed
Issue Shares to which other Eligible Shareholders have not applied to subscribe their full entitlement. Issue
Shares which have not been subscribed to by Eligible Shareholders’ entitlement shall be allocated pro rata
to the other Eligible Shareholders who applied for Additional Issue Shares.
Eligible Shareholders Who Do Not Subscribe to the Issue Shares
Eligible Shareholders who do not subscribe to the Issue Shares shall be subject to a reduction in the
proportion of their equity in the Issuer as well they may experience a change in the value of their Existing
Shares.
Rights Offering
The Rights Offering is only capable of acceptance by all shareholders registered in the Issuer’s shareholder
register at the Record Date who will be eligible to exercise their rights to subscribe for the Issue Shares.
For clarity sake, any trade of the Company’s shares prior to the Record Date, but which have not
completed the trade settlement process of Boursa Kuwait as of the Record Date (Ex Rights Date),
and as a result have not yet been registered on the Company’s shareholder registry, will not be
considered in determining the Eligible Shareholders of record as of the Record Date.
Full or Partial Subscription to the Issue Shares
An Eligible Shareholder who wishes to exercise his entire right and subscribe to all the Issue Shares to
which he is entitled must complete the Subscription Application Form and submit it, together with the
required documentation and payment of the full Subscription Monies within the Offering Period.
Fractions of Shares may not be subscribed to and, wherever necessary, the entitlement figure shall be
rounded to the nearest whole number.
Issue Shares which have not been subscribed to by Eligible Shareholders’ entitlement by the Record Date
shall be allocated pro rata to other Eligible Shareholders who are registered on the Record Date and who
submitted applications to subscribe to Issue Shares in excess of their entitlement on the basis of Existing
Shares. Any excess offering monies shall be returned to the relevant Subscriber after the allocation of the
Issue Shares without any interests, commissions, and fees or withholding.
If an Eligible Shareholder does not wish to exercise his right to the Issue Shares, he is not required to take
any measures.
If an Eligible Shareholder wishes to subscribe to some but not all of his entitlement to Issue Shares, he
must submit a Subscription Application Form according to the subscription methods mentioned above
together with the other required documentation and pay the Subscription Monies for the Issue Shares
applied for during the Offering Period. An Eligible Shareholder may not subscribe in his entitlement to
Issue Shares and to Additional Issue Shares more than once.
Documents required to be submitted with applications to subscribe
The Subscription Application Form must be accompanied by the following documentation, as applicable.
Staff at the offices of the Clearing and Depositary Agent will compare copies with originals and return
originals to the Eligible Shareholder:
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General Requirements
• Copy of the notice issued by Kuwait Clearing Company containing the name, shareholder identification
and the number of shares owned by an Eligible Shareholder; and
•

Transfer receipt of the Subscription Monies along with the Subscriber’s IBAN number

Individual subscribers
• Original and copy of personal civil identification card;
•

Original and copy of passport for citizens of GCC states;

•

Original and copy of special legal proxy for subscribing in shares (for proxy subscribers);

•

Original and copy of Certificate of Guardianship for orphans;

•

Original and copy of Certificate of Guardianship for minors; or

•

Original and copy of a Limitation of Succession Deed for beneficiaries.

Corporate subscriber
• Original and copy of Commercial Registration Certificate;
•

Original and copy of the Authorized Signatories Certificate or the Extract of the Commercial Register;

•

Original and copy of the personal identification card of the authorized signatory;

•

Original and copy of the specimen of signature for the authorized signatory issued by the Ministry of
Social Affairs and Labor or attested by the Chamber of Commerce and Industry; and

•

Letter issued by the authorized signatory on behalf of the entity authorizing the subscription.

Non-Kuwaiti subscribers
Non-Kuwaiti subscribers (whether corporates or individuals (as applicable)) are required to provide the
equivalent of the aforementioned documentation as issued by their jurisdictional authorities if they do not
have Kuwait issued documentation as highlighted further above.
Cash will not be accepted. The Subscription Monies must be paid in full upon submitting the Subscription
Application Form at the office of the Clearing and Depositary Agent according to the subscription
method through the Clearing and Depositary Agent office mentioned above. Subscription amounts
will be deposited in full in the Issuer’s non-interest-bearing bank account designated by the Issuer. The
Subscribers must ensure that the bank debit or the bank transfer has been processed from their respective
bank account and that Issuer’s designated subscription account has been credited with the appropriate
amount at the time of the submission of the Subscription Application Form to the Clearing and Depositary
Agent.
Without prejudice to the other grounds of rejection of the Subscription Application Forms, the Clearing
and Depositary Agent and the Company shall have the right to reject the Subscription Application Form in
the event the Subscription Monies are not received in the subscription account at the time of submission
of the Subscription Application Form to the Clearing and Depositary Agent.
Applicant declarations
By completing and submitting the Subscription Application Form, the Subscriber:
•

agrees to subscribe to a number of Issue Shares set forth in the Subscription Application Form that is
final and irrevocable;
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•
•
•

•

•
•

warrants that he has read and carefully studied this Prospectus and understands all of its contents;
accepts the Memorandum and Articles of Association of the Issuer and all of the Offering terms and
conditions mentioned in this Prospectus;
accepts that the Issuer and the Clearing and Depositary Agent shall have the right to refuse any
unsatisfactory, incomplete or unclear Subscription Application Form or for any of the reasons set forth
in this Prospectus;
accepts the number of Issue Shares allocated to him (to a maximum of the amount he has subscribed
for) and all other instructions of subscription stated in the Subscription Application Form and this
Prospectus; and
undertakes that he will not cancel or amend the Subscription Application Form after submission to the
Clearing and Depositary Agent.
the corporate subscriber declares, at his full responsibility, that he obtained all the authorizations and
consents required pursuant to his Memorandum and Articles of Association or pursuant to the law, in
order to enable him to apply for the subscription and to perform his obligations in accordance to the
terms and conditions contained in the Prospectus and to transfer his pre-emption right, including the
consent of his Board of Directors or the General Assembly, as the case may be, in respect of shareholding
companies.

Allocation and Refund of Surplus
Eligible Shareholders who apply for Issue Shares will be entitled to 293 Issue Shares for every 1,000 Existing
Shares that they hold. If the Eligible Shareholders have not fully subscribed to their entitlement to the Issue
Shares, such unsubscribed Issue Shares will be allocated to those Eligible Shareholders who applied for
more than their entitlement to Issue Shares. If the aggregate number of Additional Issue Shares exceeds the
number of available unsubscribed Issue Shares, such shares will be allocated to those Eligible Shareholders
applying for such Additional Issue Shares pro rata to their subscription for the Additional Issue Shares. The
number of allocated shares will be rounded to the nearest whole number, and the Issuer reserves the right
to deal with share fractions at its own discretion.
The Issuer shall announce the final allocation not later than 5 business days (which is a day (other than a
Friday or a Saturday) which is not a public holiday and on which the banks are open for business in Kuwait)
from the date of closing of the Offering Period, and will refund the surplus subscription monies, without
any fees or deduction by the Company, on the date determined by the Issuer.
The surplus amounts will be refunded without any interest, fees or deductions. Subscribers should contact
the Subscription Agent to obtain further information.
The Issuer does not guarantee the availability of any Additional Issue Shares.
Declining Subscription Forms
The Issuer and the Clearing and Depositary Agent reserve the right, free from any liability, to reject, in full
or in part, any Subscription Application Form in the event any of the forms are not compliant with the
applicable laws, or any of the subscription terms and conditions are not met or the instructions are not
duly and punctually followed including without limitation, the non-payment by the Subscriber of the full
amount of the Subscription Monies at the time of submission of the Subscription Application Form, in the
event of Bank Transfer, the Subscription Application shall be rejected if the transfer is not executed within
three working days from the submission date of the Subscription Application Form, the inaccuracy or the
invalidity of any information contained in the Subscription Application Form or Subscription Application
Form is submitted more than once, or the failure of the Subscription Application Form to comply with or
follow any terms or requirements set forth under this Prospectus or in the Subscription Application Form.
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Refund to Subscribers
The Subscription Monies and the excess offering monies and amounts paid by declined applications – if any
– will be refunded without any interests, fees or deductions within 5 working days from the announcement
of the allocation results by means of bank transfer to the designated account stated in the subscription
application form.
In the event of a cancellation of the Offering or a part thereof, the Issuer shall deposit any Subscription
Monies in a non-interest-bearing account with the Company until the repayment of such amount has
been authorized by the Ministry of Commerce and Industry.
Convertibility of offered shares
The Issue Shares cannot be converted into another form of securities.
Tradability of the offered shares
A statement of Issue Shares will be issued and the Issue Shares will be listed on Boursa Kuwait following
the close of the Offering Period, the final allocation of the Issue Shares and completion of all the necessary
regulatory procedures and will be traded without any restrictions equal to the Existing Shares.
Expected Timetable
Event

Date

Record date

Wednesday, 26 June 2019

Ex-rights date

2 business trading days before the Record Date based on a T+3 settlement
cycle

Opening of Offering Period

Thursday, 27 June 2019

Closing of Offering Period

Wednesday, 17 July 2019

Allocation of Issue Shares

Wednesday, 24 July 2019

Refund to Subscribers

Within 5 working days from the announcement of the allocation results

Trading Issue Shares on Boursa Kuwait

The Issue Shares will be listed on Boursa Kuwait following the completion of all
the necessary regulatory procedures
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USE OF PROCEEDS
The proceeds from the Offering will amount to KWD 95,077,219.020 and will be used by the Issuer for
general corporate purposes. It should be noted that the Issuer shall be responsible for settling all costs
relating to the Offering.
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BUSINESS DESCRIPTION OF THE ISSUER
INTRODUCTION
Incorporation
Kuwait Investment Projects Company K.S.C.(Closed) was incorporated as a closed shareholding company
on 2 August 1975 under Article 94 of the Kuwaiti Commercial Companies Code, Law No. 15 1960 as
amended. It was registered under commercial registration number 23118 on 15 November 1979. On 29
September 1999, it changed its structure to that of a holding company and amended its name to Kuwait
Projects Company (Holding) K.S.C. (Closed). On 11 September 2014, it amended its Articles of Association
to comply with a new Kuwait Companies Law, Law No. 25 of 2012 (now Law 1 of 2016, as amended), and
it is now designated as Kuwait Projects Company (Holding) K.S.C.P. (hereinafter referred to as “KIPCO”, the
“Company” or the “Issuer”).
Registered Office
The Issuer’s registered office is KIPCO Tower, Sharq, Khalid Bin Al Waleed Street, Floors 51-56, P.O. Box 23982,
Safat 13100, State of Kuwait, telephone number: +965 1805 885.
Objectives as per the articles
•
Owning stocks and shares in Kuwait or non-Kuwait companies and shares in Kuwaiti or non-Kuwait
limited liability companies and participating in the establishment of, lending to and managing of
these companies and acting as a guarantor for these companies.
•

Lending money to companies in which it owns shares, guaranteeing them with third parties where
the holding company owns 20% or more of the capital of the borrowing company.

•

Owning industrial equities such as patents, industrial trademarks, royalties, or any other related
rights and franchising them to other companies or using them within or outside the State of Kuwait.

•

Owning real estate and moveable property to conduct its operations within the limits as stipulated
by law.

•

Employing excess funds available with the company by investing them in investment and real
estate portfolios managed by specialized companies.

Listing
The Issuer’s shares are listed on Boursa Kuwait.
At the close of Boursa Kuwait on 31 March 2019, the Issuer’s share price was KD 0.220 per share, giving it
a market capitalisation of KD 333.1 million. The Issuer’s shares are actively traded on Boursa Kuwait and
represented 0.7 per cent. of the total traded value for the last 12 months ending 31 March 2019, as reported
by Boursa Kuwait.
CAPITAL STRUCTURE AND SHAREHOLDERS
Authorized and Paid Up Capital
As at 31 December 2018, the Issuer’s authorized share capital was KD 200.0 million, consisting of
2,000,000,000 shares of KD 0.100 each.
As at 31 December 2018, the Issuer’s issued and paid-up capital was KD 154.7 million, consisting of
1,547,251,338 shares of KD 0.100 each.
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Borrowing Limits
The Company does not have any borrowing limits imposed in its constitutional documents.
Ownership
The Issuer’s principal shareholder is Al Futtooh Holding Company K.S.C. (Closed) (“AFH”), a Kuwaiti holding
company owned by members of the Kuwaiti ruling family, with a direct holding of 44.7 per cent. as at 31
December 2018. The remainder of the shares are primarily held by financial institutions, equity funds, high
net worth individuals and retail investors.
As at 31 December 2018, the following shareholders had holdings in excess of 5.0 per cent. of the Issuer’s
issued ordinary share capital.
Percentage
of Shares

Number of
Ordinary
Shares
(in million)

Al Futtooh Holding Company K.S.C (Closed)......................................................................

44.7

691.2

United American Holding Company K.S.C.C......................................................................

20.7

320.2

Shareholders

HISTORY
The Issuer acquired shares in United Gulf Bank B.S.C. (“United Gulf Bank” or “UGB”) in 1988. In 2017, UGB
had undergone corporate reorganisation whereby its regulated banking activities were segregated from
its non-regulated services. For this purpose, the Issuer incorporated a public shareholding company in the
Kingdom of Bahrain in the name of United Gulf Holding Company B.S.C. (“UGH”) which acquired a 100 per
cent. shareholding of UGB’s regulated banking business. As at 31 December 2018, the effective interest
held by the Issuer and its subsidiaries (the “Group”) in UGH was 93.0 per cent.
The Issuer acquired a significant shareholding in Burgan Bank K.P.S.C. (“Burgan Bank”) in 1995 (as at 31
December 2018, the Group’s effective interest in Burgan Bank was 63.2 per cent.) and Gulf Insurance Group
K.S.C.P. (“Gulf Insurance Group” or “GIG”) in 1996 (as at 31 December 2018, the Group’s effective interest
in GIG was 45.4 per cent.).
As part of its strategy to invest in promising under-served sectors, the Issuer established a Satellite PayTv operator, Gulf DTH LDC (“Gulf DTH (Showtime)” or “Showtime”), with Viacom Inc. in 1995. Effective
as at 31 July 2009, KIPCO entered into a joint venture by merging the operations of Showtime with the
operations of the Orbit Pay TV business under a new holding company called Panther Media Group Ltd
(“Panther Media” or “PMG”). PMG operates under the brand name “OSN”. As at 31 December 2018, the
effective interest held by the Group in PMG was 60.5 per cent. In addition, the Issuer has built a portfolio of
operating companies in the real estate, industrial and services sectors. The Issuer has had a stake in United
Real Estate Company S.A.K.P. (“United Real Estate Company” or “URC”) since 1994 through its subsidiaries
and associates, which it increased by way of direct investment through subscription to URC’s rights issue in
2010 (as at 31 December 2018, the Group’s effective interest in URC was 72.5 per cent.).
OPERATING ENVIRONMENT
The Group and its associates operate in the Middle East and North Africa (“MENA”) region, characterised
by a growing population, varying levels of per capita income and relatively nascent markets presenting
significant business and investment opportunities.
The majority of the assets of the Group and its associates are located in the Gulf Cooperation Council
(“GCC”) economies, which are mainly investment grade rated stable economies, except for Bahrain and
Oman. Bahrain is rated B2 and B+ respectively by Moody’s Investor Service and Standard & Poor’s Rating
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Services, whereas Oman, is rated as B1 and B+ respectively by Moody’s Investor Service and Standard &
Poor’s Rating Services. These economies offer a market for premium goods and services derived from their
high per capita income and favorable demographic trends. A number of these countries are major oil and/
or gas producers.
The following table sets out the key socio-economic indicators for the GCC economies:
Country

Population (in
millions)

Population
Growth Rate
(per cent. per
annum)

GDP Growth
Rate (per cent.
per annum) **

GDP Per Capita
Income (PPP in
U.S.$)

Proven Oil
Reserve (Billion
barrels) #

Bahrain..........................................

1.5

2.8

2.8

44,427

0.1

Kuwait...........................................

4.7

3.1

0.8

59,362

101.5

Oman.............................................

4.4

3.4

2.4

40,591

5.4

Qatar*............................................

2.8

4.4

2.4

117,575

25.2

Saudi Arabia................................

33.9

1.9

1.8

49,622

266.5

UAE.................................................

10.7

2.9

2.7

61,550

97.8

#as of January, 2018 (estimated)
* Also has a large gas reserve; ** GDP @ constant prices

The above figures have been extracted from the World Economic Outlook published by the International
Monetary Fund (the “IMF”) in April 2019. The population growth rate and the GDP growth rate have been
calculated as the compounded annual growth rates for the period 2014 to 2019. Figures for Proven Oil
Reserves have been extracted from the 2018 World Fact Book published by the Central Intelligence Agency
(the “CIA”). The above information has been accurately reproduced and, as far as the Issuer is aware and is
able to ascertain from the information published by the IMF and the CIA, no facts have been omitted which
would render the reproduced information inaccurate or misleading.
In addition to the GCC economies, the Group and its associates also have investments in other Middle
Eastern (non-GCC) and North African economies. These economies are characterized by a large population
base and offer mass markets with low penetration.
The table below sets out the key socio-economic indicators for the other Middle Eastern (non-GCC) and
North African economies:
Country

Population (in
millions)

Population Growth
Rate (per cent. per
annum)

GDP Growth Rate
(per cent. per
annum) **

GDP Per Capita
Income (PPP in
U.S.$)

Algeria...........................................

43.4

2.1

2.5

13,769

Egypt.............................................

99.2

2.7

4.7

12,252

Jordan............................................

10.1

2.7

2.1

8,429

Lebanon........................................

6.1

1.6

0.8

13,282

Syria................................................

21.4

0.0

0.0

6,507

Tunisia...........................................

11.8

1.1

1.9

11,180

Turkey............................................

83.0

1.3

3.3

23,922

** GDP @ constant prices

The above figures have been extracted from the World Economic Outlook published by the IMF in April
2019. The population growth rate and GDP growth rate have been calculated as the compounded annual
growth rates for the period 2014 to 2019, except for Syria, for which the information presented is for the
period 2010. The above information has been accurately reproduced and, as far as the Issuer is aware and
is able to ascertain from the information published by the IMF, no facts have been omitted which would
render the reproduced information inaccurate or misleading.
As regards accounting and reporting standards, companies in the State of Kuwait follow International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (IASB)
whereas banks follow IFRS as adopted by the State of Kuwait. For the year ended 31 December 2018, the
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Issuer’s businesses in the State of Kuwait generated revenues representing 48.9 per cent. of the Issuer’s total
revenue (see Note 28 to the Issuer’s consolidated financial statements for the year ended 31 December 2018).
GROUP STRUCTURE
The Issuer, directly or indirectly, is the ultimate holding company of over 60 subsidiaries, associates
(companies in which the Group holds more than 20 per cent. of the shares) and joint ventures operating in
several sectors. Its assets substantially comprise of shares in the Group companies. The Issuer is dependent
on revenues received from other members of the Group.
The principal subsidiaries and associates of the Issuer operate in the financial services, insurance and
real estate sectors, and the Issuer also has a joint venture in the media sector (together the “Principal
Companies”). The remaining companies of the Group and its associates operate in the services and
industrial sectors and are primarily controlled by the Principal Companies.
The chart below sets out the Issuer’s Principal Companies (Burgan Bank, United Gulf Holding Company,
Gulf Insurance Group, Panther Media Group Limited and United Real Estate Company) as at 31 December
2018:

ﻛـﻴـﺒـﻜـﻮ
(ﺷــﺮﻛـﺔ ﻣـﺸـــﺎرﻳـــﻊ اﻟﻜــﻮﻳــﺖ )اﻟﻘﺎﺑﻀﺔ

Financial Services

Shareholding

Real Estate

7 Countries

11 Countries

9 Countries

25 Countries

9 Countries

63.2%

45.4%

93.0%

60.5%

72.5%

>

Geographic
Presence in MENA

Media

The table below sets out the Issuer’s consolidated interest in its Principal Companies as of 31 December
2018:
Company

Jurisdiction of
Incorporation

Burgan Bank
Kuwait
S.A.K.P....................................................
Gulf Insurance
Kuwait
Group K.S.C.P......................................
United Gulf Holding Company
Bahrain
B.S.C.......................................................
Panther Media Group Ltd. ***...... Dubai
International
Financial Centre
United Real Estate Company
Kuwait

Status

Subsidiary

Year of initial Group's
investment
Consolidated
effective interest*
(in per cent.)
1995
63.2

6 of 9

Associate

1996

45.4

4 of 10^^

Subsidiary

1988#

93.0

4 of 7

Joint venture 1995****

60.5

2 of 7

Subsidiary

72.5

4 of 7

1994^^^

Board
representation
**

S.A.K.P....................................................
^ OSN is licensed to operate in 25 countries in the MENA region; however, it currently focuses on 7 core markets
*
Effective interest is computed by adding the Issuer’s direct shareholding and the Issuer’s share of indirect interest held through subsidiaries and associates
**
Number of the Group nominated directors on the Board of the Principal Companies
***
Panther Media Group Ltd. has 7 board members, 2 from each of the Issuer and the Mawarid group and 3 independent directors
**** Represents the year of initial investment in former Showtime, which merged with Orbit in 2009 to form Panther Media Group Ltd.
^^
GIG has 10 board members, 4 from the Issuer, 3 from Fairfax Financial Holdings and 3 independent directors
^^^ The Group acquired the initial stake in 1994; however, the Issuer acquired a significant stake in 2010
# Represents the year of initial investment in United Gulf Bank, which after the corporate reorganization in 2017 is represented by UGHs
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BUSINESS OVERVIEW AND STRATEGY
Principal Business Activities
KIPCO is a multi-sector holding company headquartered in the State of Kuwait with operating entities
across the GCC and the wider MENA region. KIPCO’s business is acquiring or creating businesses, building
and growing them in order to selectively sell businesses, with a view to maximising shareholder value.
KIPCO has an experienced management team and benefits from key relationships in the region through
its principal shareholders, which include members of the Kuwaiti ruling family. KIPCO’s shares are publicly
listed and traded on the Boursa Kuwait.
The principal business activities of the companies in which the Issuer has currently invested are as follows:
•

Commercial Banking - Historically, through Burgan Bank, KIPCO has had a strong presence in the
Kuwaiti banking industry, offering a full range of commercial banking services to both retail and
corporate customers. Burgan Bank was Kuwait’s second largest conventional commercial bank by
assets as at 31 December 2018. As a result of the Group’s strategic reorganisation of its financial services
businesses in mid-2008 (the “Reorganisation”), KIPCO streamlined its financial services businesses
into three major segments: commercial banking, asset management and investment banking (“AMIB”)
and insurance. Burgan Bank has been transformed into a regional commercial banking group offering
a wide range of banking services and products across the GCC and wider MENA region as a result
of its purchase of UGB’s stakes in Jordan Kuwait Bank (“JKB”), Bank of Baghdad (“BOB”), Gulf Bank
Algeria (“AGB”) and Tunis International Bank (“TIB”). Burgan Bank is listed on Boursa Kuwait and had
total assets of KD 7,312.1 million as at 31 December 2018. Burgan Bank is a full-service Kuwait-based
bank providing consumer banking, corporate banking, private and international banking, treasury and
electronic banking services.
In December 2012, having obtained final approvals from the regulatory authorities in the State of
Kuwait and Turkey, Burgan Bank completed the acquisition of a 99.3 per cent. stake in Eurobank Tekfen
from Eurobank EFG. On 21 December 2012, Eurobank Tekfen became a subsidiary of and has been
consolidated with the Burgan Bank since that date. Following the acquisition, Eurobank Tekfen is now
operating under the name of Burgan Bank A.S. (“BBT”). As of 31 December 2018, Burgan Bank A.S. had
a market share of 0.7 per cent. in terms of loans.
In December 2015, Burgan Bank sold its 51.2 per cent. stake in JKB, to KIPCO Group. Burgan Bank
continues to work closely with JKB through the Group’s network. JKB is a public shareholding company
founded on 25 October 1976 with a paid-up capital of JOD 100 million. JKB is listed on the Amman
stock exchange and had consolidated assets of JOD 2,721.4 million as at 31 December 2018. JKB is
regulated by the Central Bank of Jordan.

•

AMIB - KIPCO operates in the AMIB market in the MENA region through United Gulf Bank and KAMCO
Investment Company K.S.C. P. (“KAMCO”). UGB has a track record of incubating and growing businesses,
including the four commercial banks that were transferred to Burgan Bank as part of the Reorganisation.
Following the Reorganisation, the Issuer is developing its pan-regional AMIB services through UGB
and KAMCO. In 2017, UGB had undergone corporate reorganisation whereby its regulated banking
activities were segregated from its non-regulated services. For this purpose, the Issuer incorporated a
public shareholding company in the Kingdom of Bahrain in the name of UGH which acquired a 100 per
cent. shareholding of UGB’s regulated banking business. UGH is listed on the Bahrain Stock Exchange
(“BSE”) with total assets of U.S.$3,398.6 million as at 31 December 2018.
Under a series of transactions in 2013 and 2014, Burgan Bank and United Gulf Bank completed the
acquisition of FIMBank p.l.c., based in Malta (“FIMBank”), and currently hold a 8.5 per cent. and a 78.7
per cent., stake respectively. The Group’s total cumulative stake held in FIMBank was 89.0 per cent. as
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of 31 December 2018 (Tunis International Bank holds 1.8 per cent as of 31 December 2018). FIMBank
is an international trade finance specialist providing trade finance solutions to corporates, banks and
individuals worldwide.
KAMCO is an investment manager that offers its clients access to local and international capital markets
with a focus on asset management, investment advisory, investment research and financial services.
KAMCO is the largest listed asset manager in the State of Kuwait based on assets under management
(“AUM”) as at 31 December 2018. As at 31 December 2018, KAMCO’s AUM was KD 3.9 billion including
the KD 0.9 billion AUM of Global Investment House. Of this 53.3 per cent. represented custodial assets.
In September 2018, KAMCO completed the purchase of 396,426,434 shares in Global Investment House
(“Global”), equivalent to a 71.18 per cent. stake, from NCH Ventures S.P.C (“NCH”), a Bahrain-domiciled
entity. The acquisition allows KAMCO to extend control over Global’s existing investment products and
services, managed real estate, asset management business, Global’s brokerage subsidiary and physical
infrastructure in Kuwait, as well as Global’s international offices in the UAE, Saudi Arabia, Bahrain, Egypt,
Jordan and Turkey.
•

Insurance - GIG, is the market leader in insurance products in the State of Kuwait with an estimated 42
per cent. market share based on direct premiums as at the end of 2017. GIG has expanded its presence
in the MENA region and besides Kuwait, has a presence (through subsidiaries and associates) in Saudi
Arabia, Lebanon, Egypt, Syria, Jordan, Iraq, UAE, Bahrain, Algeria and Turkey. GIG’s insurance product
portfolio includes marine, aviation, property, casualty, motor, life and health insurance. GIG is listed on
Boursa Kuwait with total assets of KD 529.3 million as at 31 December 2018.

•

Media - PMG owns and operates two formerly competing platforms Showtime and Orbit. PMG
provides Pay TV services in the MENA region through Direct-To-Home satellite distribution and thirdparty cable, Internet Protocol television (“IPTV”) and shared antenna systems and through internet
enabled proposition OTT. The merged group is managed as a jointly-controlled entity between
Gulf DTH (Showtime) and the Mawarid group of companies. The merged entity operates under the
brand “OSN” and offers a total of 152 premium channels which includes 72 HD channels, 31 owned
and operated channels, 38 South Asian channels and 15 Filipino channels, showing premium drama
and entertainment in English, Arabic and some Asian languages. The Group is licensed to operate in
25 countries in the MENA region; however, it currently focuses on 7 core markets, being UAE, KSA,
Kuwait, Qatar, Egypt, Bahrain and Jordan. OSN has a large number of Video-on-Demand (“VOD”) assets,
subscription programming as well as OSN store, supporting all its transactional content. OSN Play is its
tethered digital platform, comprised of a mixture of VOD and linear services for iOS, Android and smart
TV devices. WAVO is a lower priced standalone over the top (“OTT”) offering soon to be relaunched with
superior user interface and functional capabilities. As at 31 December 2018, OSN had a total subscriber
base of approximately 1.1 million.
Given the changes happening in the Pay-Tv industry globally and the pressure on revenue and costs
caused by competition and piracy, KIPCO is exploring several strategic options in relation to OSN, in line
with its strategy of ongoing review of its assets. It has engaged an international investment banker for
this purpose. The strategic options include: (i) refocusing the business back to profitability through the
resizing of the business, content optimisation and digital product offerings; (ii) introducing strategic
partners; and (iii) disposal of its interests in OSN. The investment in the media joint venture has been
classified as “Non-current asset held for sale” in accordance with IFRS 5 - Non-Current Assets held for
sale and discontinued operations in the consolidated statement of financial position for the year ended
31 December 2018.

•
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Hospitality and Real Estate - URC, together with its subsidiaries and associates, comprises the Group’s
real estate segment. These represent 9.9 per cent. of the Group’s assets as at 31 December 2018. These
real estate interests mostly consist of operational hotels, residential, commercial and office buildings

in the State of Kuwait, Oman, UAE, Jordan, Lebanon, Egypt and the United Kingdom as well as projects
under construction in Kuwait and Morocco. URC also provides real estate services through its own
affiliates, including project and construction management, contracting and facility management. The
Issuer owns a 72.5 per cent. consolidated effective interest in URC as at 31 December 2018.
The Issuer has invested in development land in Kuwait. These activities are conducted by the Issuer’s
subsidiaries and associated companies, often in joint venture with third parties including some related
parties including AFH.
On 3 May 2017 the Issuer inaugurated the Hessah Al Mubarak District Pavilion, a mixed-use development
project. The project is located in Kuwait City overlooking the Arabian Gulf Sea. The project’s total
built up area is approximately 381,000 square meters and includes 71 plots for residential buildings,
commercial activities, multi-outlet retail and food and beverages. KIPCO is the first private real estate
master planner to commit to laying the infrastructure for a project of this size. Project infrastructure
work has been completed and public facilities have been handed over to relevant government entities.
The group plans to develop approximately 38 per cent. of the project through a Group entity, MENA
Homes Real Estate Company KSC (closed) (MENA Homes) which is primarily managed by URC. As of
31 December 2018, the Group owns 88 per cent. in MENA Homes. MENA Homes will build and sell 8
plots comprising of premium residential buildings and office spaces. It also plans to build and lease
14 plots which will include serviced apartments, offices, restaurants, clinics and retail spaces. Pre-sales
for the residential project have already started. The remaining 62 per cent. or 57 plots of the Hessah Al
Mubarak project are expected to be developed by other parties external to the Group.
On 4 December 2018, the Issuer completed the purchase of Khabary land property located in Fahaheel
with a total area of 231,803 square meters.
These activities have contributed regular profits to the Issuer allowing it to tap into a sector that has
been profitable in the last few years. The structure of these investments also help manage the Issuer’s
overall exposure to real estate.
•

Industrial - The Issuer holds shares or other investments in companies active in a variety of
industries representing an aggregate 1.5 per cent. of its assets as at 31 December 2018. These include
petrochemical, dairy, plants, and healthcare facilities, some with several years of operation and others
which have been recently established. These are held primarily through United Industries Company
K.S.C. (“UIC”) in which the Issuer owns an effective interest of 77.8 per cent. as at 31 December 2018.

•

Education – The Issuer is present in education sector through its subsidiary Overland Real Estate
Company (Overland). In December 2017, Overland acquired an additional 20.3 per cent. interest
in United Education Company K.S.C. (Closed) (“UEC”). As a result, the Issuer’s effective ownership
increased from 43.6 per cent. to 63.9 per cent. Established in 2003, UEC acquires and manages private
universities and schools. It has more than 17,000 students under the brand name of AUS (The American
United School), Al-Rayan and AUK (The American University of Kuwait); achieving consistent growth in
student’s enrolment. UEC continues to grow in the education sector with its expanding student base,
grades under these brands and collaborations with renowned foreign institutions.

•

Investment 1 - Apart from the above principal business activities, the Issuer holds investments in hedge
funds, private equities, listed equity and fixed income investments amounting to KD 3.1 million as at
31 December 2018.

1 In accordance with IFRS 8, which requires segmental reporting to align with management responsibility and reporting, KIPCO now reports primarily on 5
main business segments (i.e. commercial banking, AMIB, insurance, industrial and real estate) and others. The investment segment is now included under AMIB.

29

Regional presence
The Group and its associates have a presence in the following countries:
Company

Present in

Burgan Bank

Kuwait, Turkey, Algeria, Iraq, Tunisia, UAE, Lebanon (branch of Bank of Baghdad) and Libya
(representative office of Tunis International Bank)

United Gulf Holding Company

Bahrain, Kuwait, Tunisia, UAE, Syria, Morocco, Malta, Iraq and USA

Gulf Insurance Group

Kuwait, Saudi Arabia, Lebanon, Egypt, Syria, Jordan, Bahrain, Iraq, UAE, Turkey and Algeria

Panther Media Group Ltd (OSN)

Licensed to operate in 25 countries in the MENA region; however, it currently focuses on 7
core markets

United Real Estate Company

Kuwait, Jordan, Egypt, Oman, Syria, UAE, United Kingdom, Morocco and Lebanon

Jordan Kuwait Bank

Jordan, Cyprus and Palestine

United Industries Company

Kuwait

United Education Company

Kuwait

Business Strategy
The key elements of the Group’s strategy are to:
• Leverage its position and reputation in the GCC and wider MENA region to capture further growth
in these regions: KIPCO believes it is well positioned through its network of business relationships
and its strong reputation to identify opportunities for growth and generate attractive returns from
its businesses. KIPCO seeks to penetrate new markets with its existing businesses and at the same
time look for new opportunities that will generate attractive returns. KIPCO is particularly interested
in seeking to develop its businesses in countries where opportunities for development and market
dynamics are similar to those that it has previously encountered. KIPCO’s knowledge of the region
and ability to manage local risk creates opportunities to generate attractive returns from operating
environments. An example of this is reflected in KIPCO’s initiative to capitalise on its growing regional
presence across the financial services spectrum. KIPCO seeks to attract partners with an international
presence to accelerate the development of the businesses in which it invests and to benefit from the
sector expertise of successful international companies.
•

Acquire, create, build and selectively sell businesses in sectors that capitalise on regional
opportunities: KIPCO currently focuses primarily on the commercial banking, AMIB, insurance, real
estate and media sectors but will seek to identify under-served and nascent markets with proven
potential for regional growth. KIPCO will seek to leverage its growing regional footprint in the retail
and commercial banking sector together with insurance products and services through plans to
develop savings and pensions products and services. KIPCO will continue to seek partnerships with
global or local partners for investment in green field ventures for businesses with models that have
been implemented successfully in other regions or countries.

•

Exercise management control over businesses: KIPCO seeks to acquire controlling or significant
stakes in its businesses and majority representation on the boards of directors. Having a controlling
position enables KIPCO to provide strategic direction and establish clear financial targets for its
businesses. Achieving a position of control also enables the Group’s businesses to attract leading
management talent, monitor operational performance and establish best practices of governance,
and more generally benefit from KIPCO’s regional and sector know-how. KIPCO exercises control over
its core businesses (being the Principal Companies), through the ownership of majority stakes in each
of them, which gives KIPCO significant influence over their board and management composition,
strategy and financial policies.
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•

Maximise value from businesses with a medium-to long-term horizon: KIPCO seeks to maximise
value from businesses by implementing a strategy of increasing its operating income, expanding
sales both locally and regionally, and making acquisitions. The Issuer continually reviews its holdings,
considering options to maximise value, including divesting of part or all of the businesses it owns.
Disposals are made from time to time to take advantage of favourable market conditions. These have
included sales of major holdings or strategic stakes, as was done with respect to Wataniya Telecom,
GIG, Hempel Paints and Saudi New Zealand Health Products (“SNZHP”); and through listings on local or
regional stock exchanges, as was done with KAMCO, Saudi Dairy and Foodstuff Company (“SADAFCO”)
and Buruj Co-operative Insurance Company.

Company Duration
The duration of the Company shall be indefinite.
Management of the Company
The board of directors of the Company consists of five directors elected by General Assembly by secret
ballot.
Each shareholder, whether a natural person or an entity, may appoint representatives on the Company’s
Board of Directors according to the percentage of shares owned by him. These representatives have the
same rights and obligations as elected members. The shareholder is responsible for the actions of his
representatives toward the company and its creditors and shareholders.
The term of membership of the Board of Directors is three years and is renewable. In the event where it
is not possible to elect a new board of directors at the specified time, the existing board shall continue
to administer the business of the company until the case cause cease to exist and until a new board of
directors has been elected.
The candidate to directorship shall fulfil the following conditions:
1. He shall be competent.
2. He shall not be a person who has been convicted for a crime with a freedom-restricting punishment
or a crime of a bankruptcy through default or fraud or crime against honor or trust or with a freedomrestricting punishment for violating the provisions of the Companies Law unless he has been exonerated.
Excluding the independent members of the board of directors, if any, the director shall, in his personal
capacity or the shareholder he represents shall own a number of the shares of the company.
General Assembly
Invitation
The invitation for attending the General Assembly meetings, including the agenda, time, and place of the
meeting, shall be announced twice in two local Arabic newspapers and on the Company’s website. The
second announcement should be published after at least seven days from the first publication and seven
days before the date of the General Assembly meeting.
The Ministry of Commerce and Industry should be notified in writing of the meeting’s agenda, time, and
place seven days before it is held.
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Purview of Ordinary General Assembly Meeting
The Ordinary General Assembly meeting may discuss any matter related to the Company’s activities,
except for those matters which are specified by law and /or the Articles of Association to be discussed in
an Extra-Ordinary General Assembly.
Purview of Extra-Ordinary General Assembly Meeting
Taking into consideration all the other specialties stated in the law, the Extra-Ordinary General Assembly is
concerned with the following issues:
1. Amending the Memorandum or the Articles of Association of the Company;
2. Selling or otherwise disposing of the entire project undertaken by the Company;
3. Dissolving the Company or merging with another company or entity or its transfer of division; and
4. Increasing or decreasing the Company’s capital.
No resolution issued by the Extra-Ordinary General Assembly shall be effective unless and until the
registration procedures thereof have been completed. The Ministry’s approval shall be obtained in the
event where the resolution is related to the company’s name, objectives or its capital, excluding the
increase of the capital by the issuance of shares from the profits made by the company or as a result of
adding reserves allowed to be added to its capital.
The Accounts of the Company
The Company shall have one or more external auditor appointed by the General Assembly, after the
approval of the Capital Markets Authority, which also assesses their annual fees. The external auditor(s)
shall supervise and audit the accounts of the fiscal year for which they were appointed.
If the company has more than one auditor, they must prepare a one unified report according to the law.
Profit Distribution
The net profit shall be distributed in the following manner:
1. 10% is allocated to the statutory reserve. The General Assembly may suspend this deduction if the
statutory reserve exceeds half the company’s capital.
2. 10% shall be allocated to the voluntary reserve. Such deduction shall be stopped by a resolution of the
Ordinary General Assembly which should be based on a recommendation from the Board of Directors.
3. Part of the profits, based on a recommendation from the Board of Directors and determined by the
General Assembly, shall be deducted to meet the obligations of the Company under the Labor Laws.
These funds may not be distributed to the shareholders.
4. The sufficient amount to distribute an initial dividend of 5% of the nominal value of the issued shares
is deducted.
5. After the above, a percentage, not exceeding 10%, of the balance amount determined by the General
Assembly shall be allocated for the remuneration of the Board of Directors.
6. Based on a recommendation from Board of Directors, the rest of the profits shall then be distributed to
the shareholders as an additional share of the profits or to be transferred to the next year or allocated
to the establishment of an unusual reserve or capital for consumption.
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Dissolution, Liquidation and liability of the Company for its subsidiaries
The Company may dissolve by one of the matters provided for in the Companies Law. The company shall
be jointly liable for the debts of its subsidiaries in the following events:
1. Where the holdings of the subsidiaries are not sufficient to cover its obligations;
2. Where the company has a controlling interest in the subsidiary in such a way as it can control the
majority of the directors or managers or the resolutions taken by management;
3. Where the subsidiary company takes resolutions or actions designed to serve the interests of the
owning and controlling company thereof and where such resolutions damage the interests of the
subsidiary company or its creditors; and
4. Where they are the main reason for the subsidiary’s inability to honor its obligations.
All unless the holding company is liable for the debts of the subsidiary company for any other reason.
The liquidation of the Company’s holding shall be conducted in accordance with the provisions of the
Companies Law and the amendments thereto and the executive by-law thereof in respect of anything not
specifically provided for in the memorandum or articles of association.
Regulatory & Supervisory Authorities
The Company is under the supervision of the Ministry of Commerce and Industry in the State of Kuwait in
accordance with the provisions of the Kuwait Companies Law No. 1 of 2016 and its executive regulations.
The Company is also under the supervision of the Capital Markets Authority and Boursa Kuwait as a listed
company as per the Law No. 7 of 2010 regarding the establishment of the Capital Markets Authority and
regulating securities activities and its executive regulations as amended.
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MANAGEMENT
The Board of Directors of the Issuer
Pursuant to its Articles of Association, the Issuer’s Board of Directors consists of five directors. The Issuer’s
Articles of Association provide that each director is elected at an ordinary general meeting of shareholders
for a three-year term and is eligible for re-election upon the expiration of such term. The Board of Directors
has the power to appoint and remove the Chairman and Chief Executive Officer (“CEO”) at any time
provided there is a quorum of three directors.
The members of the Board of Directors are set out below. Each Director was re-elected for a term of three
years at the Annual General meeting on 4 April 2018. Each Director’s business address is P.O. Box 23982,
Safat 13100, State of Kuwait.
Sheikh Hamad Sabah Al Ahmad Al Sabah (Chairman, Age 70)
• Chairman of Kuwait Projects Company (Holding) K.S.C.P., Kuwait
• Chairman of Saudia Dairy and Foodstuffs Group of Companies, Kingdom of Saudi Arabia
• Chairman of Gulf Egypt Hotels and Tourism Company, Egypt
• Chairman of Mashare’a Al-Khair Est., Kuwait
Faisal Hamad Al-Ayyar (Vice Chairman (Executive), Age 64)
• Chairman of Panther Media Group (OSN), UAE
• Honorary Chairman of Kuwait Association for Learning Differences (KALD), Kuwait
• Vice Chairman (Executive) of Kuwait Projects Company (Holding) K.S.C.P., Kuwait
• Vice Chairman of United Gulf Bank, Bahrain
• Vice Chairman of United Gulf Holding Company, Bahrain
• Vice Chairman of Gulf Insurance Group, Kuwait
• Vice Chairman of Jordan Kuwait Bank, Jordan
• Vice Chairman of Mashare’a Al-Khair Est., Kuwait
• Vice Chairman of Saudia Dairy and Foodstuffs Group of Companies, Kingdom of Saudi Arabia
• Board member of Gulf Egypt Hotels and Tourism Company, Egypt
• Trustee of American University of Kuwait, Kuwait
Abdullah Yacoub Bishara (Director, Age 83)
• Board member of Kuwait Projects Company (Holding) K.S.C.P., Kuwait
• Member of G.C.C. Supreme Advisory Assembly
• President of Diplomatic Centre for Strategic Studies, Kuwait
• Board member of Saudia Dairy and Foodstuffs Group of Companies, Kingdom of Saudi Arabia
Sheikh Abdullah Nasser Sabah Al-Ahmed Al-Sabah (Director, Age 42)
• Chairman of KAMCO Investment Company K.S.C. (Public), Kuwait
•

Vice-Chairman of Al Daiya United Real Estate Company, Kuwait

•

Board member of Kuwait Projects Company (Holding) K.S.C.P., Kuwait

•

Board member of United Gulf Bank, Bahrain

Sheikha Futtouh Nasser Sabah Al-Ahmad Al-Sabah (Director, Age 28)
• Board member of Kuwait Projects Company (Holding) K.S.C.P., Kuwait
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There are no potential conflicts of interest between the duties to the Issuer of the persons listed above and
their private interests or other duties.
Family relationships among the members of the board of directors as follows:
•

Sheikh Hamad Sabah Al-Ahmad Al-Sabah (Chairman) is the uncle (father’s brother) of Sheikh
Abdullah Nasser Sabah Al-Ahmad Al-Sabah (Director) and Sheikha Futtouh Nasser Sabah Al-Ahmad
Al-Sabah (Director).

•

Sheikh Abdullah Nasser Sabah Al-Ahmad Al-Sabah (Director) and Sheikha Futtouh Nasser Sabah
Al-Ahmad Al-Sabah (Director) are siblings.

The number and proportion of the shares owned by each member of the Issuer’s Board of Directors as a
percentage of its share capital as of 31 December 2018 are as follows:
Direct

Indirect through portfolio
managers

Outstanding
stock options

Shares

%

Shares

%

Shares

Sheikh Hamad Sabah Al-Ahmad Al-Sabah

-

-

7,968,379

0.52

-

Faisal Hamad Al-Ayyar

-

-

7,516,303

0.49

14,116,143

Abdullah Yacoub Bishara

-

-

-

-

-

Sheikh Abdullah Nasser Sabah Al-Ahmad Al-Sabah

-

-

5,250

0.00

-

Sheikha Futtouh Nasser Sabah Al-Ahmad Al-Sabah

1,050

0.00

-

-

-

Directors

Board of Directors Compensation
Issuer’s Board of Directors compensation for the year ended 31 December 2018 and the expected Board
fees for the year ended 31 December 2019 are as follows:
Board of Directors Compensation

Board fees for 2018
To be Paid in 2019 (KD)

Expected Board fees for 2019
To be Paid in 2020 (KD)

Sheikh Hamad Sabah Al-Ahmad Al-Sabah

100,000

100,000

Faisal Hamad Al-Ayyar

30,000

30,000

Abdullah Yacoub Bishara

30,000

30,000

Sheikh Abdullah Nasser Sabah Al-Ahmad Al-Sabah

30,000

30,000

Sheikha Futtouh Nasser Sabah Al-Ahmad Al-Sabah

30,000

30,000

As per Issuer, there is no reason to doubt at this stage that compensation will be materially different in
aggregate, but the portion related to performance may vary with the performance of the Issuer.
Key Management Compensation
The benefits paid or the estimated dues with respect to the key management of the Issuer (parent company)
(which include for that purpose the members of the Board of Directors with respect to the services of the
special committees and the executive general manager and the other high managers) were as follows:
Key Management Compensation (KD’000)

For the year ended 31
December 2017

For the year ended 31
December 2018

3,372

3,431

Employee end of service benefits                  

362

365

Share based payments

607

453

4,341

4,249

Salaries & Short-term benefits

Total
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Description of Contracts entered into between Directors or any subsidiaries of the Issuer
These represent transactions with related parties, i.e. major shareholder, associates, directors and key
management personnel of the Group, and entities controlled, jointly controlled or significantly influenced
by such parties. Related party balances and transactions consist of the following:
Major
shareholder

Associates

Others

As at 31
December
2018

As at 31
December
2017

KD 000’s

KD 000’s

KD 000’s

KD 000’s

KD 000’s

Consolidated statement of financial
position:
Cash in hand and at banks

-

-

-

-

769

Loans and advances*

-

21,057

346,357

367,414

488,175

2,215

946

479

3,640

45,337

-

14,700

20,828

35,528

51,763

68,999

15,380

8,796

93,175

76,813

-

3,033

-

3,033

3,018

480

230

61,925

62,635

117,500

-

1,509

906

2,415

2,415

4,245

1,021

9,659

14,925

19,161

-

-

9,941

9,941

-

5,089

2,247

2,076

9,412

4,563

-

-

-

-

38,517

2,541

787

3,408

6,736

2,956

-

-

41

41

667

25

36,364

50,542

86,931

77,457

Other assets
Due to banks and other financial
institutions*
Deposits from customers*
Medium term notes
Other liabilities
Perpetual capital securities
Transactions:
Interest Income
Dividend income
Fee and commission income
Gain on partial sale of investment in a
media joint venture**
Interest expense
Commitments and contingent
liabilities:
Letter of credit
Guarantees

*Related party balances pertain to operations of a banking subsidiary
** In June 2017, the Group disposed its 8% beneficial interest in PMGL for total consideration of KD 60,710 thousand to its major shareholder and recognized a gain of
KD 38,517 thousand in the consolidated income statement

Contracts with the Issuer in which any Director has a Personal Interest
Directors and their immediate family conduct business with KIPCO’s subsidiaries as customers on
commercial, arm’s length terms in the normal course of each subsidiary’s business activities. This includes
bank accounts and savings and investment products, hotel and restaurant services and other services.
KIPCO encourages all its employees and directors to make use of such services and has negotiated discounts
for all group employees to encourage them to do so. None of these transactions are for material amounts.
The Executive Management of the Issuer
The table below sets forth certain information with respect to the Executive Management of the Issuer,
as of 15 May 2019. The business address of each member of the Executive Management is P.O. Box 23982,
Safat 13100, State of Kuwait
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Name

Age

Position

Years with the Group

Faisal Hamad Al-Ayyar

64

Vice Chairman (Executive)

29

Samer Subhi Khanachet

68

Group Chief Operating Officer

29

Tariq Mohammad Abdulsalam

53

Chief Executive Officer – Investments

25

Pinak Pani Maitra

60

Group Chief Financial Officer

30

Khaled Abdul Jabbar Al Sharrad

54

Group Chief Human Resources and
Administration Officer, Board Secretary

22

Mohsen Ali Hussain

50

Group Chief Audit Executive

13

Mazen Isam Hawwa

44

Group Senior Vice President, Finance &
Operations

18

Joe Kawkabani

40

Group Chief Strategic Initiatives Officer

8 months

Adel Jassem Al Waqayan

58

Treasurer

23

Osama Talat Al Ghoussein

60

Senior Vice President, Banking

6

Tawfiq Ahmad Al Jarrah

57

Executive Director - Hessah Al Mubarak
District

2

Eman Mohammad Al Awadhi

40

Group Communications Director

8

Robert Drolet

62

Consultant

13

There are no potential conflicts of interest between the duties to the Issuer of the persons listed above and
their private interests or other duties.
Faisal Hamad Al Ayyar - Vice Chairman (Executive)
Mr Faisal Al Ayyar is Executive Vice Chairman of the Kuwait Projects Company (Holding). He joined the
company in 1990 when it was a U.S.$ 220 million regional investment company. Under his stewardship,
KIPCO has developed into one of MENA’s leading holding companies with interests in financial services,
media, real estate, manufacturing and education, operations in 24 countries and consolidated assets of
over U.S.$ 32 billion. Of note is his leading role in the creation and development of OSN, the region’s largest
Pay-Tv company, the development of SADAFCO, a leading dairy and foodstuff producer in Saudi Arabia,
and the expansion and subsequent sale of Wataniya Telecom, a major regional mobile operator. Mr Al
Ayyar is Chairman of Panther Media Group - Dubai, UAE (OSN). He is Vice Chairman of Gulf Insurance Group
– Kuwait, of United Gulf Bank – Bahrain, of United Gulf Holding Company B.S.C. – Bahrain, of Jordan Kuwait
Bank – Jordan, of Saudia Dairy & Foodstuff Company – KSA and of Mashare’a Al Khair Establishment - Kuwait.
He is a Board Member of Gulf Egypt for Hotels & Tourism Company – Egypt. He is a Trustee of the American
University of Kuwait – Kuwait, and Honorary Chairman of the Kuwait Association for Learning Differences
– Kuwait. Mr Al Ayyar began his career as a fighter pilot with the Kuwait Air Force. Honors include the Arab
Bankers Association of North America’s 2005 Achievement Award, the Tunis Arab Economic Forum and the
Beirut Arab Economic Forum 2007 Achievement Awards and the Kuwait Economic Forum 2009 Award for
his contribution to the investment sector and successes in the global financial market.
Samer Subhi Khanachet - Group Chief Operating Officer
Mr Khanachet joined KIPCO as General Manager in 1990. He moved to the United States in 1991 to head
United Gulf Management, KIPCO’s US subsidiary, and identify strategic resources to support KIPCO’s
activities in financial services, media and other sectors across the MENA region. He was appointed KIPCO’s
Group Chief Operating Officer in 2008. He is Chairman of Takaud Savings & Pensions and a Board member
of Burgan Bank, United Gulf Bank and United Real Estate. He holds board and committee positions with the
American University of Kuwait and the Massachusetts Institute of Technology. He holds two BSc degrees
from MIT and an MBA from Harvard University.
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Tariq Mohammad AbdulSalam – Chief Executive Officer, Investments
Mr AbdulSalam joined KIPCO as CEO, Investments in January 2011. He first joined KIPCO in 1992 and from
1996 was Head of KIPCO’s Investment Division. In 1999, he became the General Manager of KAMCO. In
2006, he joined the United Real Estate Company (URC) as CEO and in 2010 became the Chairman of URC.
He was Chairman of Burgan Bank from 2007 to 2010 and has held Board positions at United Gulf Holding
Company, Kuwait Bahrain Insurance Company and Gulf Insurance Company. He is currently Chairman of
URC and Vice Chairman of the Kuwait Clearing Company. He is also a Board member of KAMCO, Jordan
Kuwait Bank and Qurain Petrochemical Industries Company. Mr AbdulSalam holds a BSc in Accounting
from Kuwait University.
Pinak Pani Maitra - Group Chief Financial Officer
Mr Maitra joined KIPCO in 1988. He was appointed Financial Controller in 1991 and Group CFO in 1996.
He is a member of the Group’s strategy and risk management team. He leads the Group planning and
performance analysis function. He is a Board Member of Burgan Bank, OSN and PKC Advisory. Prior to
joining KIPCO, he worked for Arthur Young International. He won the MENA Private Sector CFO of the Year
award in 2008. In 2011, he won the first MENA region CFO of the Year award, organized by the Institute
of Chartered Accountants of England and Wales. In 2016 and 2018, he was named among the ‘Top Indian
Business Leaders in the Arab World (Executives)’ by Forbes Middle East. Mr Maitra is a graduate of Osmania
University, India.
Khaled Abdul Jabbar Al Sharrad - Group Chief Human Resources & Administration Officer, Board Secretary
Mr Al Sharrad joined KIPCO Group as the Group Chief HR and Admin Officer in 1995. He plays multiple
strategic roles for the Group in the capacity of KIPCO Secretary of the Board, Chairman of IKARUS United
Marine Services Company, Board Director in Kuwait Furniture Manufacturing & Trading Company (KUFUMA)
and Kuwait Association for Learning Differences (KALD), in addition to his participation as chair or member
in several committees. He is a well-rounded leader with close to 30 years of proven organizational
development and advisory experience covering areas such as strategic planning, corporate governance,
organization design, talent management as well as business improvement. He holds a BA degree from St.
Edwards University in Texas and is a certified professional in personnel management.
Mohsen Ali Hussain - Group Chief Audit Executive
Mr Husain joined KIPCO in 2006. He has wide experience in public accounting and internal auditing and
previously held positions with KPMG, Arab Insurance Group (“ARIG”), National Bank of Bahrain, Ahli United
Bank and United Gulf Holding Company. He is a Certified Public Accountant (CPA), a Certified Information
System Auditor (CISA), a Certified Internal Auditor (CIA) and holds a BSc in Accounting.
Mazen Issam Hawwa - Group Senior Vice President, Finance & Operations
Mr Hawwa joined KIPCO in 2001. He leads KIPCO Group’s finance and operations and is entrusted with
strategic planning, operational optimization, governance and risk management. He also serves as advisor
to several KIPCO operating subsidiaries. He is Vice Chairman of Mena Homes Real Estate Company, Takaud
Savings & Pensions and United Networks. He is also a Board Member of United Real Estate Group, Global
Investment House, United Gulf Holding Company, North Africa Holding Company, SSH International Group
and Fajr Al Gulf Insurance Company. Prior to joining KIPCO, he worked for Andresen & Co. Mr Hawwa
holds an EMBA from HEC Paris, France and he is a graduate of the Lebanese American University. He is a
holder of several professional qualifications from prominent US-based institutions such as CPA (Certified
Public Accountant), CGMA (Chartered Global Management accountant) and CMA (Certified Management
Accountant).
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Joe Kawkabani- Group Chief Strategic Initiatives Officer
Mr Kawkabani joined KIPCO in 2018. With around 20 years of experience in identifying, structuring,
developing and managing investments and ventures in frontier markets, Mr Kawkabani leads strategic
initiatives, special projects and transformation programs across KIPCO Group. Prior to joining KIPCO, he
set up and served as the CEO of CPC Africa, and before that he was one of the founding partners of Willow
Impact Investment. He has held several positions in leading regional and international organizations
including Chief Investment Officer- MENA equities at Franklin Templeton, Co-Founder and Managing
Director at Algebra Capital, and Head of Equity Asset Management at SHUAA Capital. He holds a bachelor’s
Degree in Business Administration from Saint Joseph University in Beirut.
Adel Jassem Al Waqayan - Treasurer
Mr Al Waqayan joined KIPCO in 1995. He was previously a Senior Foreign Exchange dealer with Burgan
Bank’s Treasury department. He is a board member of the United Real Estate Company and is the Chairman
of the Chairman’s Club. He was previously Chairman of the Kuwait Financial Markets Association in 2006.
Mr Al Waqayan holds an MBA from USI University in the USA.
Osama Talat Al Ghoussein - Senior Vice President, Banking
Mr Al Ghoussein joined KIPCO in 2013. With over 35 years of banking experience, he is a senior member
of the team responsible for the strategy and supervision of KIPCO’s regional banking operations. Prior to
joining KIPCO, Mr Al Ghoussein was Regional MD of Citigroup Global Markets and previously Regional
MD & CEO of Standard Chartered Private Bank in Dubai. He has also held senior managerial positions
with Credit Suisse, Pictet, National Bank of Kuwait and Commercial Bank of Kuwait. Mr Al Ghoussein holds
a Bachelor of Arts in Business Administration and Political Science from George Washington University,
Washington DC.
Tawfiq Ahmad Al Jarrah - Executive Director - Hessah Al Mubarak District
Mr Al Jarrah joined KIPCO in 2016 as the Executive Director of Hessah Al Mubarak District the first-ever
mixed-use district in Kuwait. Mr Al Jarrah has more than 30 years experience in the real estate and financial
sector. Prior to joining KIPCO, he was the Chairman and the Managing Director of Kuwait Commercial
Markets Complex Company and before that the Director of the Commercial Banking Facilities Department
at the Industrial Bank of Kuwait. He is the Chairman of the Real Estate Union Kuwait. Mr Al Jarrah holds a
BA in Business from Baghdad University, the Certified Public Accountant (CPA) certificate and is a member
of American Institute of Certified Public Accountants.
Eman Mohammad Al Awadhi - Group Communications Director
Ms Al Awadhi joined KIPCO in 2010. She is responsible for coordinating the Group’s overall communications
strategy and for KIPCO’s corporate communications, media relations, branding and marketing activities. Ms
Al Awadhi has an extensive career in public relations, media and journalism. She was previously a member
of the ‘Newsweek Arabic’ production team and the foreign correspondent at Kuwait News Agency, Kuwait’s
official news wire. She holds a BA in English Literature from the University of Bahrain.
Robert Drolet – Consultant
Mr Drolet joined KIPCO in 2006 as Senior Vice President to supervise, develop and optimize KIPCO’s
technology and media portfolio, and acted as KIPCO’s lead legal counsel on major financing and M&A
transactions. He became a senior advisor on 1 June 2016, remains engaged on industry and legal matters,
and still serves on the executive committee of OSN. Prior to joining KIPCO, he was CEO, Continental
Europe and CEO US Communications Solutions, Cable & Wireless. He previously led turnarounds, M&A and
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strategic alliances as Chief Commercial Officer, C&W Global, and in senior UK cable industry positions. He
was General Counsel of Bell Canada International and Canam Manac, after practicing at Stikeman, Elliott.
He holds a B.Ll. (Laval), an Ll.M. (Osgoode) and an M.Litt (Oxon), is an Avocat (Quebec) and Solicitor (E&W).
Employees
As at 31 December 2018, the Issuer had 60 employees.
Corporate Governance
The Issuer has formed various committees for the implementation of corporate governance practices as
follows:
Audit Committee
The Audit Committee has been established by the Board of Directors under Corporate Governance
Regulations issued by Capital Market Authority, Kuwait. The purpose of the Committee is to carry out the
main responsibilities relating to:
•
•

Review financial statements to ensure its soundness and integrity.
To make recommendations to the Board on the appointment of external auditor and monitor their
performance.
• Study accounting policies and provide recommendations thereon to the Board;
• Evaluate the internal control system and prepare a report thereto;
• Supervise the internal audit department and recommend the recruitment and termination of the chief
internal auditor;
• Ensure compliance of regulatory rules, policies and instructions thereupon and review the reports of
the regulatory authorities.
Committee Composition:
Chairman of the committee: Mr. Abdullah Yacoub Bishara
Member of the committee: Sheikh Abdullah Nasser Sabah Al Ahmad Al Sabah
Member of the committee: Sheikha Futtouh Nasser Sabah Al Ahmad Al Sabah
Nomination & Remuneration Committee
The Nomination & Remuneration Committee is constituted by the Board of Directors and has been
delegated the main responsibilities, authorities and duties with respect to:
•

Recommending nominations and re-nominations for the membership of the board of directors and
executive management.
• Establishing clear policy for the remuneration of the board members and the executive management
• Preparing job descriptions for the executive, non-executive and independent members.
• Ensure the independency of the independent member.
• Prepare annual reports that contain overall remunerations in detail that are granted to the board
members and the executive management.
Committee Composition
Chairman of the committee: Mr. Abdullah Yacoub Bishara
Member of the committee: Mr. Faisal Hamad Al Ayyar
Member of the committee: Sheikh Abdullah Nasser Sabah Al Ahmad Al Sabah
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Risk Management Committee
The Risk Management Committee is constituted by the Board of Directors and has been delegated
responsibilities, authorities and duties with primary purpose to assist and recommend to the Board in
establishing Risk management strategies and objectives appropriate to the nature and size of company’s
activities, reviewing the organisation structure of the risk management department and recommending
its policies and procedures.
Committee Composition:
Chairman of the committee: Mr. Abdullah Yacoub Bishara
Member of the committee: Mr. Faisal Hamad Al Ayyar
Member of the committee: Sheikh Abdullah Nasser Sabah Al Ahmad Al Sabah
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PRINCIPAL COMPANIES
Burgan Bank
Burgan Bank is a public shareholding company incorporated in the State of Kuwait by Amiri Decree dated
27 December 1975 and its shares are listed on the Boursa Kuwait. Burgan Bank is regulated by the Central
Bank of Kuwait. As at 31 December 2018, the Issuer’s direct effective interest in Burgan Bank was 41.3 per
cent. and consolidated effective interest was 63.2 per cent.
Burgan Bank’s registered office is at P.O. Box 5389, Safat 12170, State of Kuwait.
As at the end of trading on 31 March 2019, the closing price for shares of Burgan Bank was KD 0.38 per
share giving it a market capitalisation of KD 935.2 million.
Burgan Bank offers a full range of banking services to both retail and commercial customers in the State
of Kuwait, Turkey, Algeria, Iraq, Tunisia, UAE, and Lebanon (branch of BOB). There is also a representative
office of Tunis International Bank in Libya.
Burgan Bank operates under five divisions which are corporate banking, financial institutions, retail
banking, private banking and investment banking and treasury.
Under its corporate banking group, Burgan Bank provides overdraft facilities, business loans, working
capital finance, commercial loans, letters of credit and letters of guarantee. The corporate banking group
includes seven main units, namely:
•

Services and energy unit for establishing banking and credit relationships with clients in the service
and the energy sectors

•

Investment and real estate unit, which provides short and medium-term financing (primarily on a
secured basis) to prime investment and real estate corporate entities

•

Trading and automotive unit

•

Trading and manufacturing unit

•

International lending unit, which provides a full range of banking services to multinational
corporations

•

Contracting unit which provides working capital finance to major contracting companies

•

Small and medium enterprise unit (“SME”) provides customers with wide solutions for their business
needs to ensure that they capitalise on development opportunities and supports throughout the
developmental phases of growth

The financial institutions division is responsible for all relationships with financial institutions and banks. It
acts as a focal point for correspondent banking relationships, in order that customer requirements can be
actively supported, and Burgan Bank can execute its own foreign transactions. This includes trade-related
transactions for imports and exports and arranging guarantees from banks to support overseas corporates
working or providing services in Kuwait as well as to Kuwaiti corporates venturing abroad. The financial
institutions division is also responsible for developing long-term relationships and meeting all the banking
requirements of local non-banking financial institutions.
Burgan bank offers a range of retail banking products and services, including a range of customer accounts,
loans, remittances, electronic banking, safe deposit boxes and credit and debit cards. It had a network of
around 167 branches and nearly 336 ATM machines to serve its customers as at 31 December 2018.
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Through its private banking group, Burgan Bank provides wealth management services and investment
vehicles targeted at high net worth individuals.
Burgan Bank’s treasury and investment banking group segment is responsible for all wholesale financial
market transactions, both domestically and internationally. The treasury division is responsible for the
management of foreign exchange positions, asset-liability management, and overall management
of Burgan Bank’s balance sheet, interest rate and liquidity positions. The investment banking division
manages Burgan Bank’s proprietary investment portfolio, comprising of various asset classes. The division
also manages a local equity mutual fund under Burgan Bank’s management.
Burgan Bank has been aligning and focusing its businesses to improve profitability and asset quality
and is building on its strategy for growth through continuing diversification of products, businesses and
geographies.
In December 2012, having obtained final approvals from the regulatory authorities in the State of Kuwait
and Turkey, Burgan Bank completed the acquisition of a 99.3 per cent. stake in Eurobank Tekfen from
Eurobank EFG. Following the acquisition, Eurobank Tekfen is now operating under the name of Burgan
Bank Turkey (“BBT”).
Burgan Bank has a sound asset quality and as at 31 December 2018, Burgan Bank’s ratio of non-performing
assets to gross credit facilities (cash facilities plus non-cash facilities) was 2.3 per cent. and the ratio of
total provision ( sum of general and specific provisions ) to non-performing assets (aggregate of collateral)
was 240.9 per cent. (total provisions plus value of collaterals related to non-performing assets divided
by non-performing assets). In addition to specific provisions, Burgan Bank has also been undertaking
general provisions which accounted for 92.5 per cent. of total provisions (general provisions plus specific
provisions) for impairment as at 31 December 2018.
To strengthen its capital adequacy ratio, Burgan Bank issued perpetual bonds worth U.S.$500 million
and carried out a rights issue of KD 102.6 million (U.S.$350 million) in 2014. In November 2015, Burgan
Bank invited a tender offer to buy back its Basel III non-compliant U.S.$ 400 million notes due in 2020 and
successfully exercised its rights to redeem these notes in 2015.
On 30 December 2015, Burgan Bank sold its 51.2 per cent. stake in JKB, to the Group. The purchase was part
of a series of transactions by Burgan Bank to meet capital ratios required under Basel III. This sale yielded a
reduction of over KD 500 million in Burgan Bank’s risk-weighted assets.
In March 2016, Burgan Bank issued KD 100 million Tier 2 bonds due 2026.
Burgan Bank has been continually diversifying its funding base. In July 2016, Burgan Bank established a
U.S.$ 1.5 billion Reg S Euro Medium Term Note Programme. In September 2016, Burgan Bank issued U.S.$
500 million bonds under its Euro Medium Term Note Programme.
On 22 March 2018, Burgan Bank executed a U.S.$ 350 million (equal KD 105.0 million) three-year club loan
with a group of leading international and regional banks. The three-year club loan, which will be used for
general financing purposes, pays a margin of 95 bps p.a. above USD LIBOR and has a bullet repayment at
the end of three years. Burgan Bank was able to secure competitive terms while extending the tenor of the
loan when compared to its previous club loan that was executed in December 2015.
On 10 October 2018, Burgan Bank raised KD 62.6 million by issuing 240.58 million ordinary shares which
was approved by the board of directors of Burgan Bank and other relevant regulatory bodies. Shareholders
were offered shares at an offer price of KD 0.260 per share, comprising a nominal value of KD 0.100 per
share and a premium of KD 0.160 per share. The rights issue was fully subscribed to, resulting in a KD 62.6
million increase in share capital.
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On 26 December 2018, Burgan Bank announced completion of private placement of KD100 million Senior
Unsecured Bonds in the local market. Bonds have a three-year tenor from the date of issuance and carry a
fixed interest rate of 4.125 per cent. Bonds proceeds will comprise additional funding for Burgan Bank, and
further improve upon certain regulatory ratios.
As at 31 December 2018, Burgan Bank has a Basel III CET 1 capital adequacy ratio of 11.9 per cent. and Total
capital adequacy ratio of 17.4 per cent.
Financial Summary:
The financial information set out below has been extracted from Burgan Bank’s audited consolidated
financial statements for the years ended 31 December 2017 and 31 December 2018. Burgan Bank’s financial
statements are prepared in accordance with IFRS as adopted by the State of Kuwait.
As at and for the
year ended 31
December 2016

As at and for the
year ended 31
December 2017

As at and for the
year ended 31
December 2018

KD million
Total assets...................................................................................

7,268.9

7,415.2

7,312.1

Loans and advances to customers......................................

4,224.1

4,407.6

4,262.7

Net interest income..................................................................

155.7

170.9

184.0

Operating income.....................................................................

234.7

239.4

265.3

Profit for the year attributable to equity holders of
Burgan Bank................................................................................

68.2

65.2

82.6

Basic and diluted earnings per share attributable to
the equity holders of Burgan Bank (fils)............................

27.0

24.2

31.0

•

Burgan Bank’s asset base increased by 2.0 per cent. over the year ended 31 December 2016 to reach
KD 7.4 billion as at 31 December 2017 mainly on account of increase in loan and advances in Turkey
and Algerian operations. Total assets as at 31 December 2018 were KD 7.3 billion, down 1.4 per cent.
from 31 December 2017 largely owing to decline in Turkish operations due to currency devaluation of
Turkish Lira.

•

For the year ended 31 December 2017, net interest income increased by 9.7 per cent. over the year
ended 31 December 2016 to reach KD 170.9 million. For the year ended 31 December 2018, net interest
income increased by 7.7 per cent. to KD 184.0 million as against KD 170.9 million for the year ended
31 December 2017, resulting mainly from higher net interest margins reported under key operations.

•

Profit for the year attributable to equity holders of Burgan Bank decreased from KD 68.2 million in 2016
to KD 65.2 million in 2017, which represents a decrease of 4.3 per cent.

•

Profit for the year attributable to equity holders of Burgan Bank for the year ended 31 December 2018
increased by 26.6 per cent. to KD 82.6 million as against year ended 31 December 2017, driven by
higher net interest and non-interest income, partially offset by higher provision charge.

Gulf Insurance Group
Gulf Insurance Group K.S.C.P. (“GIG”) is a shareholding company incorporated in the State of Kuwait by
Amiri Decree No. 25 dated 9 April 1962. Its shares are listed on the Boursa Kuwait.
Kuwaiti insurance companies are regulated by the Ministry of Commerce and Industry.
The address of GIG’s registered office is at KIPCO Tower, 42nd Floor, Khaled Bin Al-Waleed Street, Sharq
Area, Block 5, Kuwait City P.O. Box 1040, Safat 13011, State of Kuwait.
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GIG was privatised in 1996, following the sale of the State of Kuwait’s 82 per cent. shareholding in GIG.
In 2013, GIG restructured itself to a holding company to oversee all of the group companies. GIG retains its
licence as a regulated operating insurer in the Kuwaiti market and holds sufficient free assets and liquidity
to service the expansion plan and debt programme. Its domestic insurance business was transferred to
Gulf Insurance and Reinsurance (“GIG Kuwait”), which is now the leading group entity in terms of gross
premium written. GIG Kuwait, which is 99.8 per cent. owned by GIG, is a key source of group revenues and
earnings.
As at 31 December 2018, the Issuer’s direct effective interest in GIG was 40.5 per cent. and consolidated
effective interest was 45.4 per cent.
GIG is the leading insurance provider in the State of Kuwait in terms of premium income. GIG issues
insurance policies under the broad categories of marine, aviation, property, engineering, casualty, life and
health insurance.
GIG pursues its regional expansion strategy by way of selected acquisitions or investments in its target
territories at conservative book value multiples, and less frequently via applications for fresh licences. GIG
has recently consolidated its position in Algeria and entered the Turkish market in this way.
Having established a presence in the State of Kuwait, GIG has expanded across the MENA region by:
•

Acquiring a 100 per cent. stake in Saudi Pearl Insurance Company in the Kingdom of Saudi Arabia
in 2000. Following a change in regulation, GIG along with other investors established the Al-Buruj
Cooperative Insurance Company which was listed on the Saudi Stock Exchange (“Tadawul”) in October
2009 and received its commercial licence in February 2010. The insurance business of SPI has been
transferred to the newly established company upon the completion of regulatory formalities (GIG has
a 27.0 per cent. shareholding in Al Buruj Cooperative Insurance Company as at 31 December 2018);

•

Establishing Fajr Al-Gulf Insurance and Reinsurance Company S.A.L in Lebanon by a merger of
International Trust Insurance Company SAL (ITI) with Al-Fajr Insurance and Reinsurance Company
SAL (“Al Fajr”) to form Fajr Al-Gulf Insurance and Reinsurance Company S.A.L in 2003 (92.7 per cent.
shareholding as at 31 December 2018);

•

Acquiring a majority stake in Egypt’s Arab Misr Insurance Group Company S.A.E. in February 2005 (94.9
per cent. shareholding as at 31 December 2018);

•

Acquiring a 21.4 per cent. stake in Bahrain Kuwait Insurance Company B.S.C. (“GIG-Bahrain”) in
December 2005, which was increased to 51.2 per cent. in 2008 and to 56.1 per cent. as at December
2010 (56.1 per cent. shareholding as at 31 December 2018);

•

In April 2017, GIG- Bahrain increased its holding in the share capital of Takaful International B.S.C.
(“Takaful”), a listed company on the Bahrain Bourse, to 63.6 per cent. (31 December 2016: 40.9 per
cent.). As a result, Takaful became a subsidiary of the group and has been consolidated from that date.
In June 2017, GIG Bahrain further increased its shareholding ownership from 63.6 per cent. to 67.3 per
cent. in Takaful. In December 2018, GIG Bahrain’s ownership in Takawul increased to 81.9 per cent.

•

Establishing Syrian Kuwait Insurance Company (“GIG-Syria”) in December 2006 with an initial 44.4 per
cent. direct stake. It commenced operations in 2007 (54.4 per cent. shareholding as at 31 December
2018);

•

Establishing Gulf Insurance and Reinsurance Company K.S.C. (Closed) (“GIG Kuwait”) in the State
of Kuwait in which it holds an effective interest of 99.8 per cent. as at 31 December 2018. It started
operations as a separate legal entity on 1 January 2008 after obtaining the necessary license from the
Kuwaiti authorities;

•

Acquiring a 42.0 per cent. stake in Jordan’s Arab Orient Insurance J.S.C. (“GIG Jordan”) in May 2009 and
a further 13 per cent. stake in June 2009 from JKB (inter-group transaction) which was further increased
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to 88.7 per cent. as at December 2010. It is the largest insurance company in Jordan in terms of market
share and revenues (90.4 per cent. shareholding as at 31 December 2018);
•

Acquiring a 59.5 per cent. stake in Egyptian Life Takaful Insurance Company (together with Egypt’s
Arab Misr Insurance Group Company S.A.E.,”GIG-Egypt”) in 2010 (61.3 per cent. shareholding as at 31
December 2018);

•

Acquiring a 51.0 per cent. stake in Dar Al Salam Insurance Company, Iraq in 2011 (71.8 per cent.
shareholding as at 31 December 2018);

•

Acquiring a 20.0 per cent. interest in Alliance Insurance Company P.S.C. in the UAE in 2012 (20.0 per
cent. shareholding as at 31 December 2018);

•

Acquiring a 20.0 per cent. stake in Al-Argan International Real Estate Company K.S.C.P. in the State of
Kuwait in 2013 (20.0 per cent. shareholding as at 31 December 2018);

•

Acquiring a 25.0 per cent. stake in Egyptian Takaful Property and Liability S.A.E. in Egypt in 2014 (25.0
per cent. shareholding as at 31 December 2018);

•

Expanding in Algeria by partnering with local entities, the Hydrocarbon Insurance Company CASH and
National Bank of Algeria to establish a life insurance company, Algerian Gulf Life Insurance Company,
with a capital of U.S.$. 9.0 million. GIG has a 42.5 per cent. shareholding in the new company as at 31
December 2018;

•

In 2015, GIG acquired a 51 per cent. shareholding in an Algerian insurance company, “L’Algerienne des
Assurance (2A)” (51.0 per cent. shareholding as at 31 December 2018);

•

Acquiring a 90 per cent. stake in a Turkish non-life insurance company, Turins Sigorta Anonim Şirketi
(“Turins Sigorta”) in June 2016; and

•

In 2017, acquired 100 per cent. stake in AIG Sigorta Anonim Şirketi (“AIG”), a Turkish non-life insurance
company and merged AIG Sigorta and Turins Sigorta under the name Gulf Sigorta (99.2 per cent.
shareholding as at 31 December 2018).

GIG’s underlying strategy is to become a regional market leader by increasing its customer focus and
becoming the single contact for all of the insurance needs of its customers. In addition to existing economies,
GIG is focusing on the MENA region economies (GCC, Algeria, Tunisia, Morocco, etc.) for expansion. GIG has
also established a multi-phase plan for its Customer Relationship Management programme directed at
gaining insight into customer purchasing behaviour.
GIG is also focusing on Takaful products (insurance products compliant with Islamic Shariah laws) and
will look for new distribution channels and new partner banks. In 2008, GIG established its Takaful unit
which offers Shariah compliant life and non-life insurance products. GIG has a strategy to grow its Takaful
business, currently its takaful operations are in Kuwait, Bahrain and Egypt.
In September 2010, the Issuer announced that it had entered into a strategic relationship with Fairfax
Financial Holdings, a global leader in insurance and re-insurance headquartered in Canada. As part of the
transaction, a Fairfax affiliate purchased a 41.3 per cent. stake in Gulf Insurance Group.
As at the end of trading on 31 March 2019, the closing price for shares of GIG was KD 0.665 per share giving
it a market capitalisation of KD 119.0 million.
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Financial Summary:
The financial information set out below has been extracted from GIG’s audited consolidated financial
statements for the year ended 31 December 2017 and 31 December 2018.
As at and for the
year ended 31
December 2016

As at and for the
year ended 31
December 2017
Restated*

As at and for the
year ended 31
December 2018

KD million
Total assets (Restated)*............................................................

374.8

492.8

529.3

Premium written........................................................................

213.2

304.8

335.7

Net underwriting income.......................................................

13.4

8.3

12.0

Profit for the year.......................................................................

14.4

10.8

14.7

Profit for the year attributable to the equity holders
of the parent company............................................................

12.0

10.1

11.9

Earnings per share (fils) (basic).............................................

67.0

56.2

66.5

Earnings per share (fils) (diluted).........................................

67.0

56.2

66.5

* The comparative consolidated total assets as at 31 December 2017 have been restated in the audited consolidated financial statements for the year ended 31
December 2018, in accordance with IAS 8.

•

Gross premiums written (“GPW”) increased from KD 213.2 million in 2016 to KD 304.8 million in 2017
representing growth of 42.9 per cent primarily from growth in medical business of Kuwait operations
and acquisition of a non-life insurer in Turkey. For the year ended 31 December 2018, Premiums written
increased by 10.2 per cent to reach KD 335.7 million as compared to KD 304.8 million for the year ended
31 December 2017. Growth in gross premium written was driven by GIG Bahrain and GIG Turkey as
premium increased from existing clients and new clients were added.

•

Net underwriting income declined from KD 13.4 million in 2016 to KD 8.3 million in 2017, which
represents a decrease of 38.6 per cent majorly due to increase in claims in motor business. Net
underwriting income increased for the year ended 31 December 2018 to KD 12.0 million as compared
to KD 8.3 million for year ended 31 December 2017. Net underwriting income in 2018 increased due to
improvement in the medical line of business in GIG Jordan and GIG Kuwait.

•

Net profit attributable to equity holders of the parent company decreased from KD 12.0 million in 2016
to KD 10.1 million in 2017, a decrease of 16.1 per cent. The decrease in the net profit attributable to
equity holders of the parent company was mainly due to decline in underwriting. GIG recorded a net
profit attributable to equity holders of the parent of KD 11.9 million for the year ended 31 December
2018 as compared to KD 10.1 million for the year ended 31 December 2017, increase was led by better
underwriting performance coupled with the increase in investment return.

United Gulf Holding Company
United Gulf Bank B.S.C. (“UGB”) has undergone corporate reorganisation during 2017 whereby the
regulated banking activities have been segregated from non-regulated services. For this purpose, the
Issuer incorporated a public shareholding company in the Kingdom of Bahrain named United Gulf Holding
Company B.S.C. (“UGH”) which acquired a 100 per cent. shareholding of UGB’s regulated banking business.
As part of the corporate reorganisation, the portfolio of core investments managed by UGB have been
transferred to UGH. UGB continues to remain a wholesale conventional bank governed by the Central
Bank of Bahrain. The regulated banking activities (including lending and accepting deposits) and Asset
management and Investment Banking activities along with related liabilities have been retained at UGB
level.
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The strategic reorganisation of operations has involved setting out clear goals for the two distinct business
lines and is intended to help enhance performance and bring capital efficiency to the business. The
consolidated financial statements of UGH mirrors the pre reorganisation consolidated financial position of
UGB and the existing shareholding structure of UGB has been moved up to the UGH level.
The corporate reorganisation plan, including the share swap of one UGH share for every two UGB shares,
was approved by the shareholders of UGB in an extraordinary general meeting on 25 September 2017
subsequent to obtaining regulatory approvals. As part of the reorganisation, UGH was listed on the Bahrain
Bourse on 28 September 2017, while UGB has been delisted.
UGH is a public Bahraini shareholding company which was registered with the Ministry of Industry,
Commerce and Tourism (“MOIC”) on 28 June 2017 with commercial registration number 114160. Its
principal activities are that of a holding company under ISIC Rev. 4 code no. 642 and it operates as a holding
company of the activities of the Group in Bahrain. Through its subsidiaries and associates it has interests
in commercial and investment banking and asset management services and real estate. The holding
company through its subsidiaries also manages a diversified portfolio of investments in private equity
funds, private equities, structured products and trading portfolios. The address of UGH’s registered office
is UGB Tower, Diplomatic Area, P.O. Box 5565, Manama, Kingdom of Bahrain.
Under a series of transactions in 2013 and 2014, Burgan Bank and UGB (now UGH) completed the acquisition
of FIMBank and currently hold 8.5 per cent. and 78.7 per cent., respectively. The total cumulative stake held
in FIMBank by Burgan Bank and UGH is 89.0 per cent. as of 31 December 2018 (Tunis International Bank
holds 1.8 per cent as of 31 December 2018). FIMBank is an international trade finance specialist providing
trade finance solutions to corporates, banks and individuals worldwide.
As at 31 December 2018, the Issuer’s direct effective interest in UGH was 48.3 per cent. and its consolidated
effective interest was 93.0 per cent.
As at the end of trading on 31 March 2019, the closing price for shares of UGH was KD 0.999 (U.S.$ 3.29) per
share giving it a market capitalization of KD 412.5 million (U.S.$1,359.9 million).
UGH’s major investments at consolidated level are United Gulf Bank, FIMBank, URC and Burgan Bank.
United Gulf Bank
UGB is a closed joint stock company incorporated in the Kingdom of Bahrain in 1980, under commercial
registration number 10550. The principal activities of UGB and its subsidiaries comprise AMIB, merchant
banking, treasury operations and other investment-related activities.
The address of UGB’s registered office is UGB Tower, Diplomatic Area, P.O. Box 5964, Manama, Kingdom of
Bahrain.
UGB was registered under an investment banking license issued by the Central Bank of Bahrain (previously
known as the Bahrain Monetary Agency). On 1 July 2006, the Central Bank of Bahrain implemented a
new regulatory and supervisory framework for licensing banks in the Kingdom of Bahrain. Under the new
framework, UGB is licensed as a conventional wholesale bank.
UGB offers its clients full range of investment banking (including corporate finance and advisory services),
merchant banking, asset management and brokerage services, both directly and indirectly through its
subsidiaries and associates in the financial services sector. UGB also has a diversified proprietary portfolio
of investments, including listed and unlisted private equity, securities and other financial instruments.
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Financial Summary
The financial information set out below has been extracted from (i) UGB’s audited consolidated financial
statements (which are reported in U.S.$) for the year ended 31 December 2016 (ii) UGH’s audited
consolidated financial statements for the years ended 31 December 2017 and 31 December 2018.
As at and for the
year ended 31
December 2016

As at and for the
year ended 31
December 2017

As at and for the
year ended 31
December 2018

U.S.$ million
Total assets...........................................................................................

3,005.7

3,017.0

3,398.6

Total income........................................................................................

138.0

156.6

208.0

Net profit for the year from continuing operations..............

1.0

17.6

24.0

Net profit for the year attributable to equity holders of
the parent.............................................................................................

6.3

12.7

18.6

Earnings per share for continuing operations
attributable to shareholders of parent (in cents)
(basic)....................................................................................................

0.8

2.6

2.2

Earnings per share for continuing operations
attributable to shareholders of parent (in cents)
(diluted)................................................................................................

0.8

2.6

2.2

Note: As UGH commenced its operations in October 2017, the income statement of UGH for 2017 comprises the first nine months results for UGB and the Q4’17 results
for UGH.

•

As at 31 December 2017, UGH had total assets of U.S.$ 3,017.0 million, an increase of 0.4 per cent. over
31 December 2016

•

As at 31 December 2018, UGH had total assets of U.S.$ 3,398.6 million, an increase of 12.6 per cent.
over 31 December 2017. As at 31 December 2018, Loans and advances decreased to U.S.$ 664.5 million
from U.S.$ 972.3 million as at 31 December 2017 mainly due to reclassification of subsidiary assets from
loans and advances to FVTPL. Investment in associates accounted for 22.1 per cent. of total assets as at
31 December 2018 as compared to 25.1 per cent as at 31 December 2017. Investments carried at fair
value through the income statement and non-trading investments accounted for 26.3 per cent. of the
total assets as at 31 December 2018 as compared to 13.4 per cent as at 31 December 2017

•

Total income for the year ended 31 December 2017 increased by 13.5 per cent. to U.S.$ 156.6 million
from U.S.$ 138.0 million for the year ended 31 December 2016, mainly due to increase in interest
income and investment income partly offset by lower share of results in associates

•

Total Income for the year ended 31 December 2018 increased by 32.8 per cent. to U.S.$ 208.0 million
from U.S.$ 156.6 million for the year ended 31 December 2017, primarily due to higher advisory
and management fees, U.S.$ 24 million gain on bargain purchase on the acquisition of Global
Investment House (GIH) by KAMCO, as well as the consolidation of Global Investment House results.
KAMCO completed acquisition of GIH in September 2018, accordingly, results of GIH for four months
(September to December 2018) have been consolidated in UGH’s consolidated financial statements for
2018 through consolidation of UGB

•

Net profit for the year attributable to equity holders of the parent significantly increased to U.S.$ 12.7
million for the year ended 31 December 2017 from U.S.$ 6.3 million for the year ended 31 December 2016.
The increase in profit was primarily due to increase in total income. Net profit for the year attributable
to equity holders of the parent increased to U.S.$ 18.6 million for the year ended 31 December 2018.
The increase in profit was primarily due to increase in total income
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Panther Media Group
Panther Media Group Ltd (“PMG”) was incorporated in 2009 as a joint venture between KIPCO and Mawarid
to merge the operations of two leading pay TV operators in the Middle East region, Showtime and Orbit.
The Issuer is the majority shareholder in PMG with an effective equity holding of 60.5 per cent. as of 31
December 2018, with the balance held by Mawarid. PMG is registered in the Dubai International Financial
Centre with its headquarters in Dubai.
The address of the principal place of business of PMG is OSN Building 1, Al Bourooj Street, Dubai Media
City, P.O Box 502211, Dubai, United Arab Emirates.
PMG provides pay TV services under the brand name “OSN”. It has rights to broadcast in 25 countries,
but currently focuses on 7 core markets, being UAE, KSA, Kuwait, Qatar, Egypt, Bahrain and Jordan. As
at 31 December 2018, the total subscriber base of OSN was approximately 1.1 million. OSN addresses
the demand for Western, Arabic, South Asian and Filipino programming in the MENA region through 152
premium channels which includes 72 HD channels, 31 owned and operated channels, 38 South Asian
channels and 15 Filipino channels, showing premium drama and entertainment in English, Arabic and
some Asian languages. It offers the latest Hollywood movies and series in the Middle East. It carries some
of the world’s largest global programming brands including Disney, E! Entertainment and MTV. It also
carries leading Arabic brands such as MBC+, Al Yawm and Shasha. Further, OSN has exclusive broadcast
rights of international tournaments such as the ICC World Cup, in addition to popular South Asian channels
in various languages such as Hindi, Urdu, Bengali, Tamil and Malayalam.
OSN benefits from a forward-looking technology footprint, and was first to launch an online TV platform,
HD, internet enabled satellite receiver and recorder, on Demand and VOD services in the region.
OSN has a large number of Video-on-Demand (VOD) assets, subscription programming as well as the
OSN store, supporting all its transactional content. OSN Play is its tethered digital platform, comprised
of a mixture of VOD and linear services for iOS, Android and smart TV devices. WAVO is a lower priced
standalone Over the Top (“OTT”) offering soon to be relaunched with superior user interface and functional
capabilities. After relaunch, WAVO is expected to provide a seamless experience to its customers, along
with best of content available globally. This platform is anticipated to be one of the key growth drivers for
the business, catered towards the digital audience in the region.
During the year, OSN has rolled out several initiatives to improve customer experience and further de-risk
its business model through diversification into lower priced packages and OTT. The company has recently
developed a new pricing proposition (El Farq) in its core markets which effectively passes on the benefit of
online sales channels to eventual customers in terms of price reduction. Further, as the industry continues
to evolve through the advent of lowcost global players and challenging macro-economic conditions, OSN
is continuously driving efficiencies both in digital transformation and operational productivity to develop
a more resilient business model.
Financial Summary
The Issuer had accounted for its interest in OSN using the equity method. On 8 August 2018, the Board of
directors of the Issuer approved initiating an active plan to divest its entire interest in OSN. The Issuer has
engaged an international investment banker for this purpose. The strategic options include: (i) refocusing
the business back to profitability through the resizing of the business, content optimisation and digital
product offerings; (ii) introducing strategic partners; and (iii) disposal of the Issuer’s interests in OSN. As a
result, the investment in the media joint venture has been classified as “Non-current asset held for sale “in
accordance with IFRS 5 - Non-current Assets held for sale and discontinued operations in the consolidated
statement of financial position for the year ended 31 December 2018. As at 31 December 2018, the Issuer’s
carrying value of OSN as asset held for sale was KD 187.3 million. The Issuer is actively seeking transactions
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to improve OSN’s business and, in the event of a disposal, intends to achieve a purchase price in excess of
OSN’s carrying value.
The business of OSN represented the entirety of the Group’s media operating segment. In accordance with
IFRS 5, the investment in OSN is classified as a discontinued operation and accordingly, the media segment
is no longer presented in the segment note.
The financial information set out below has been extracted from note 29 to the Issuer’s audited consolidated
financial statements for the year ended 31 December 2017 and note 31 to the Issuer’s audited consolidated
financial information for the year ended 31 December 2018.
For the year ended
31 December 2016

For the year ended
31 December 2017

For the year ended
31 December 2018

KD million
Media segment revenue.........................................................

(6.5)

(30.2)

NA*

Media segment results............................................................

(6.5)

(30.2)

NA*

Total comprehensive loss for the year from
discontinued operations........................................................

NA

(53.0)

(38.1)**

Group’s share of total comprehensive loss for the
year from discontinued operations....................................

NA

(30.1)

(23.0)**

* Not applicable as has been classified as “Non-current asset held for sale “in accordance with IFRS 5 - Non-current Assets held for sale and discontinued operations
(“IFRS 5“)
**Represents activity until 08 August 2018, prior to the classification as non-current assets held for sale & discontinued operations.

United Real Estate Company
United Real Estate Company S.A.K.P. (“URC”) was established in 1973 under the Amiri decree as a Kuwait
shareholding company (registration number 19140) and was listed on the Boursa Kuwait in 1984. The
registered office of URC is at Al-Shaheed Tower, Khalid bin Al-Waleed Street, Sharq, P.O. Box 2232, Safat
13023, Kuwait.
URC is an integrated real estate company, which provides real estate services across the real estate value
chain including project and construction management, contracting and facility management. It invests,
manages and develops real estate properties in the State of Kuwait and within the MENA region. URC’s
properties are owned directly and indirectly through subsidiaries or investment arms. URC’s property
portfolio includes a combination of retail, office, hospitality and residential properties.
With an total asset base of KD 616.8 million as at 31 December 2018, URC is the second largest real estate
company listed on Boursa Kuwait by total assets (as at 31 December 2018) and is the sixth largest real
estate company listed on Boursa Kuwait by market capitalisation (as at 31 December 2018).
As at 31 December 2018, the Issuer’s direct effective interest in URC was 53.8 per cent. and its consolidated
effective interest was 72.5 per cent.
Historically, URC’s real estate operations have been primarily focused in the State of Kuwait and were largely
Built Operate Transfer (“BOT”) projects. However, in the last decade it has expanded its strategy to diversify
its assets across various business segments and expand into the region and beyond (Jordan, Egypt, Oman,
UAE, Syria, Lebanon, Morocco and United Kingdom). In recent years, URC rationalised many of its assets
especially those non-earning / non-strategic assets and conducted a planned phased sales programme
of these assets. In addition, it has also focused on reducing its dependence on BOT projects. Its landmark
projects include Salalah Gardens Mall and Salalah Gardens Residences (Oman), Marina World, Marina
Hotel and Marina Plaza (Kuwait), Hilton Heliopolis Hotel and the Waldorf Astoria Cairo Heliopolis Tower
(Egypt), Aswar and Manazel Residences (Egypt), Abdali Mall (Jordan) and Raouche Premium Residential
Apartments (Lebanon). In addition, URC has projects under development in Kuwait and Morocco. In 2018,
URC completed the acquisition of the Abdali mall in Amman through its subsidiary URC Jordan.
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On 27 December 2010, the Issuer invested KD 40.5 million and acquired a 19 per cent. stake in URC in
connection with URC’s rights issue. As a result of this, URC is now a 72.5 per cent. (consolidated effective
stake) subsidiary of the Issuer and its results (and those of its subsidiaries) are consolidated with those of
the Issuer from 27 December 2010.
As at the end of trading on 31 March 2019, the closing price for shares of URC was KD 0.060 per share
giving it a market capitalisation of KD 66.1 million.
Financial Summary
The financial information set out below has been extracted from URC’s audited consolidated financial
statements for the years ended 31 December 2017 and 31 December 2018.
As at and for the
year ended 31
December 2016

As at and for the
year ended 31
December 2017

As at and for the
year ended 31
December 2018

KD million
Total assets...................................................................................

571.7

602.4

616.8

Revenue........................................................................................

70.7

87.1

103.5

Net profit/(loss) for the year..................................................

10.4

1.5

(8.9)

Net profit/(loss) for the year attributable to equity
holders of the parent company............................................

8.7

2.2

(9.0)

Earnings/(Loss) per share (in fils) (basic)...........................

8.1

2.1

(8.4)

Earnings/(Loss) per share (in fils) (diluted).......................

8.1

2.1

(8.4)

•

As at 31 December 2017, URC had a total asset base of KD 602.4 million, which increased by 5.4 per
cent., compared to KD 571.7 million as at 31 December 2016 primarily driven fair value gains in land
bank and higher accounts receivables. Total assets increased by 2.4 per cent to KD 616.8 million as at 31
December 2018 as compared to 31 December 2017 due to increase in property & equipment.

•

Total revenue in 2017 increased to KD 87.1 million from KD 70.7 million in 2016, an increase of 23.1 per
cent. The increase is explained by the growth of URC’s contracting property and facilities management
services. For the year ended 31 December 2018, total revenue of URC was KD 103.5 million, an18.9 per
cent. increase over the year ended 31 December 2017 mainly driven by increase in contracting and
service revenue and sale of Aswar & Raouche properties.

•

Net profit attributable to equity holders of the parent decreased to KD 2.2 million in 2017 from KD 8.7
million in 2016, representing a decrease of 74.5 per cent. This decrease in profits was primarily due to
higher finance costs and higher losses from associates in the year ended 31 December 2017.

•

The net loss attributable to equity holders of the parent for the year ended 31 December 2018 was KD
9.0 million compared to a profit of KD 2.2 million for the year ended 31 December 2017. The losses in
2018 were on account of valuation losses from Marina World and Fujairah, increase in financing costs
and additional provisions in Abdali mall & Salalah mall.
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OTHER MAJOR SUBSIDIARIES
OTHER MAJOR SUBSIDIARIES
Established in 1979, United Industries Company K.S.C. (“UIC”) is a closed shareholding company based in
the State of Kuwait.
It was listed on the Boursa Kuwait in 1997 and was voluntarily delisted from Boursa Kuwait in December
2014. UIC’s authorised and paid up capital was KD 49.5 million as at 31 December 2018.
UIC’s registered office is Sharq Area - Khalid Bin Al-Waleed St., Al-Shaheed Tower, P.O. Box 25821, Safat
13119, Kuwait.
As at 31 December 2018, the Issuer’s direct effective interest in UIC was 53.4 per cent. and consolidated
effective interest was 77.8 per cent.
UIC’s major investments are:
Qurain Petrochemical Industries Company K.S.C. P (“QPIC”) (as at 31 December 2018, UIC holds 31.2 per
cent. stake) – As part of the Government of Kuwait’s strategy to privatise the hydrocarbon industry, QPIC
was incorporated in 2004 by Petrochemical Industries Company (“PIC”), the petrochemical arm of the
government of Kuwait that contributed to 10 per cent. of its share capital and the balance of 90 per cent.
of its shares were listed on Boursa Kuwait on 9 July 2007. It is a holding company investing in the oil and
gas and petrochemical sector. QPIC holds 40.1 per cent. stake in SADAFCO, which has a presence in food
sector. SADAFCO is based in Saudi Arabia with operations across the Middle East and has a significant
market share in tomato paste, ice-cream and drinking milk.
Advanced Technology Company K.S.C.P (“ATC”) - UIC holds a 19.3 per cent. equity interest in ATC, one
of the largest medical equipment suppliers and solution providers in the State of Kuwait.
On 29 June 2010, the Issuer invested KD 14.0 million in UIC in connection with UIC’s rights issue and in
September 2010 purchased an additional stake in UIC from KAMCO for KD 10.9 million, thus acquiring
a direct 23 per cent. stake in UIC. As a result, UIC became a 69.5 per cent. (consolidated effective stake is
77.8% as on 31 December 2018) subsidiary of the Issuer and its results (and those of its subsidiaries) were
consolidated with those of the Issuer from 29 June 2010.
Financial Summary:
The financial information set out below has been extracted from UIC’s audited financial statements for the
years ended 31 December 2017 and 31 December 2018.
As at and for the
year ended 31
December 2016

As at and for the
year ended 31
December 2017

As at and for the
year ended 31
December 2018

Non-Current assets*..................................................................

228.0

242.9

256.1

Total asset....................................................................................

229.8

245.2

258.1

Income..........................................................................................

14.7

11.9

11.9

Profit for the year.......................................................................

7.8

5.9

5.1

KD million

* Includes investment in Available for Sale, investment in associates and investment properties

•

As at 31 December 2018, UIC’s total assets increased by 5.3 per cent. to KD 258.1 million from KD 245.2
million in 2017 mainly due to an increase in investment in associates, investments at amortized cost and
financial assets at fair value through other comprehensive income partly offset by decline of financial
assets available for sale
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•

For the year ended 31 December 2018, UIC’s income was KD 11.9 million, and remained almost
unchanged in comparison to the year ended 31 December 2017.

Jordan Kuwait Bank
Established in 1976, JKB is a medium-sized commercial bank in Jordan. As at 31 December 2018, JKB had
operations through its branches totalling 65 branches inside Jordan and five foreign branches. It was
the first bank in Jordan to launch internet banking and several other electronic delivery channels. JKB is
regulated by Central bank of Jordan. As on 31 December 2018, the Group’s effective interest in JKB stood
at 51.2 per cent.
On 30 December 2015, the Group purchased a 51.2 per cent. stake in JKB from Burgan Bank. Burgan Bank
continues to work closely with JKB through the Group’s network.
JKB’s shares are listed on the Amman Stock Exchange. At the close of trading on the Amman Stock Exchange
on 31 March 2019, JKB’s share price was KD 1.270 (JOD 2.96) per share, giving it a market capitalisation of
KD 127.0 million (JOD 296.0 million).
Products and Services
JKB provides retail and corporate banking services, which include credit operations, treasury and private
banking services. JKB’s retail banking accounts include current accounts, term deposit accounts, savings
accounts, golden savings accounts and certificates of deposit in various currencies. JKB also offers retail
and consumer loans and credit cards. JKB’s corporate products include credit facilities and trade finance as
well as managing stock issues and the payment of dividends for public shareholding companies. JKB grants
personal loans to individuals from the government sector, public institutions and major companies against
the transfer of their salaries to JKB. JKB services its retail and commercial customers through its traditional
branch and ATM network and electronic banking services including SMS, internet and telephone banking.
Strategy
JKB’s strategic focus is to:
•

Increase its market share in Jordan, Palestine and Cyprus;

•

Support retail banking and small- and medium-sized enterprises through the expansion of its branch
and ATM network;

•

Enhance profitability while maintaining current key performance indicators;

•

Increase penetration in private banking and wealth management segment;

•

Diversify its customer base by reducing concentration;

•

Improve asset quality and continue the reduction in non-performing loans; and

•

Explore inorganic options on an opportunistic basis;

Financial Summary
JKB’s capital adequacy ratio was 17.1 per cent. as at 31 Dec 2018, in accordance with the Central Bank of
Jordan regulations.
The financial information set out below has been extracted from JKB’s audited financial statements for
the years ended 31 December 2017 and 31 December 2018. JKB’s financial statements are prepared in
accordance with IFRS as adopted by the State of Jordan.
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As at and for the
year ended 31
December 2016

As at and for the
year ended 31
December 2017

As at and for the
year ended 31
December 2018

JOD million
Total assets...................................................................................

2,740.0

2,832.2

2,721.4

Direct credit facilities (net).....................................................

1,446.9

1,562.3

1,632.7

Gross operating income..........................................................

118.8

123.4

124.7

Income for the year from continuing operations..........

29.5

28.2

41.9

Net (loss) / profit from non-continued operations........

0.5

(1.2)

0.3

Profit for the year attributable to equity holders of
bank...............................................................................................

30.0

27.0

42.1

•

As at 31 December 2017, the total assets increased by 3.4 per cent. to JOD 2.8 billion from 31 December
2016 mainly due to an increase in direct credit facilities offered by JKB. At 31 December 2018, total
asset decreased by 3.9 per cent. to JOD 2.7 billion as compared to 31 December 2017 primarily driven
by decline in balances with Banks & Financial institutions.

•

As at 31 December 2018, direct credit facilities (net) amounted to JOD 1.6 billion; a growth of 4.5 per
cent. from 31 December 2017.

•

For the year ended 31 December 2017, operating income was at JOD 123.4 million, an increase of 3.8
per cent. as compared to the year ended 31 December 2016. For the year ended 31 December 2018,
operating income increased by 1.0 per cent. to JOD 124.7 million, as compared to the year ended 31
December 2017

•

For the year ended 31 December 2017, profit for the year attributable to equity holders of JKB decreased
by 9.4 per cent. to JOD 27.0 million from JOD 29.7 million in 2016. This is mainly due to higher operating
expenses by 6.7 per cent. Operating expenses increased by JOD 5.1 million in 2017 over 2016, as a
result of an increase in both employee expenses and other expenses

•

For the year ended 31 December 2018, profit for the year attributable to equity holders of JKB increased
by 56.3 per cent., to reach JOD 42.1 million, as compared to the year ended 31 December 2017 due to
lower impairment provision on credit facilities & reversal of expected credit losses.
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CAPITALIZATION AND BORROWINGS
The following table sets forth KIPCO’s capitalization*, as well as pro-forma figures post Capital Increase.
The financial information as at 31 December 2018 (actual) has been extracted from the Issuer’s unaudited
unconsolidated management accounts as at 31 December 2018:
31 December 2018
(Actual)

31 December 2018
(Post Capital Increase)
(Pro-forma)

154.7

200.0

Share premium

3.1

52.9

Treasury shares

(15.8)

(15.8)

Statutory reserve

106.8

106.8

Voluntary reserve

106.5

106.5

Cumulative changes in fair values

(6.3)

(6.3)

Foreign currency translation adjustment

(97.0)

(97.0)

KD million
Shareholder’s Equity
Share capital

1.5

1.5

Other Reserves

ESOP reserve

(14.2)

(14.2)

Retained earnings

107.9

107.9

347.3

442.3

Medium Term Notes

521.4

521.4

Bonds

198.2

198.2

719.6

719.6

1,410.4

1,505.5

Total Shareholders’ Equity
Liabilities

Total of Medium-Term Notes and Bonds
Total Capitalization

*

* Capitalization is a total of shareholders equity and liabilities
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PROFIT DISTRIBUTIONS BY THE ISSUER
Issuer’s dividend distribution trend for the last five years as follows:
Dividend distribution
Date of approval
Cash dividend (per cent.)
Stock dividend
(per cent.)

For the year
For the year
For the year
For the year
For the year
ended 31
ended 31
ended 31
ended 31
ended 31
December 2014 December 2015 December 2016 December 2017 December 2018
25 March
2015

30 March
2016

05 April 2017

04 April 2018

10 April 2019

25

25

25

10

12

-

-

-

5

-
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FINANCIAL SUMMARY OF THE GROUP
General
Unless otherwise stated, the consolidated financial position data as at 31 December 2016 and the
consolidated income statement data for the year ended 31 December 2016 has been extracted from the
Group’s audited consolidated financial statements for the financial year ended 31 December 2017. The
consolidated financial position data as at 31 December 2017 and 31 December 2018 and the consolidated
income statement data for the years ended 31 December 2017 and 31 December 2018 has been extracted
from the Group’s audited consolidated financial statements for the financial year ended 31 December 2018.
In the consolidated financial statements for the financial year ended 31 December 2018, certain items of
the comparative consolidated statement of financial position as at 31 December 2018 and the comparative
consolidated statement of changes in equity for the year ended 31 December 2017 have been restated in
accordance with IAS 8: ‘Accounting policies, changes in accounting estimates and errors’ to account for a
decrease in the Group’s investment in a media joint venture and investment in associates. The restatement
did not have any effect on the consolidated income statement and the consolidated cash flow statement
for the year ended 31 December 2017.
Further, certain items of the consolidated statement of financial position as at 31 December 2018 and
the and consolidated cash flow statement for the year ended 31 December 2017 have been reclassified
to conform to the presentation of the consolidated financial statements as at and for the year ended 31
December 2018. These reclassifications are not material to the consolidated financial statements.
The Group’s audited consolidated financial statements for the financial year ended 31 December 2016, 31
December 2017 and 31 December 2018 are incorporated by reference in this Prospectus.
Consolidated Income Statement
For the year ended 31 December 2017, income of the Group was KD 685.8 million compared to KD 660.6
million in 2016. The increase in income by 3.8 per cent. was primarily driven by exclusion of share of losses
from media joint venture from total income. Financial statements of 2017 have been reclassified and restated to reflect the accounting treatment of investment in media joint venture in accordance with IFRS
5: Non-current Assets held for sale and discontinued operations (“IFRS 5”), the investment in media joint
venture has been classified as a discontinued operation.
Share of results of a media joint venture was a loss of KD 30.2 million for the year ended 31 December 2017
compared to a loss of KD 6.5 million for the year ended 31 December 2016 due to increase in competition,
advent of over the top players and macroeconomic factors.
Share of results of associates declined from KD 35.9 million for the year ended 31 December 2016 to KD
12.8 million for the year ended 31 December 2017 due to higher investment income driven by change in
the value of investment properties of the associates in 2016 and losses from associates in Jordan and Morocco in 2017.
Investment income increased from KD 28.0 million for the year ended 31 December 2016 to KD 70.9 million for the year ended 31 December 2017 primarily due to KD 38.5 million gains on the sale of 8 per cent.
beneficial interest in Panther Media Group Limited in June 2017. In October 2017, the Group repurchased
8 per cent beneficial interest in Panther Media Group Limited from its major shareholder for a total consideration of KD 60.4 million.
Interest income increased from KD 372.4 million for the year ended 31 December 2016 to KD 386.5 million
for the year ended 31 December 2017 driven by growth in loan book at Burgan Bank.
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Profit for the year (attributable to the equity holders of the Issuer) decreased by 48.2 per cent. as compared
to year ended 31 December 2016 to KD 23.6 million for the year ended 31 December 2017. The decrease in
profit for the year attributable to the equity holders of the Issuer was due to decline in revenue, increase in
hospitality and real estate expenses, general and administrative expenses and interest expenses.
For the year ended 31 December 2018, income of the Group was KD 774.4 million compared to KD 685.8
million in 2017. The increase in income by 12.9 per cent was primarily driven by higher interest income
from the banking segment, hospitality and real estate income, share of results of associates, income from
education segment (vs. nil for the year ended 31 December 2017) due to the consolidation of United Education Company for the year ended 31 December 2018, fee and commission income, and other income.
The increase in income gets offset by lower manufacturing and distribution income and a KD 38.5 million
gain (investment income) in 2017.
Interest Income increased from KD 386.5 million for the year ended 31 December 2017 to KD 445.2 million for the year ended 31 December 2018 driven by increase in interest income from Burgan Bank, Jordan
Kuwait Bank, at KIPCO level and MENA Homes.
Share of results of associates increased by KD 5.7 million for the year ended 31 December 2018, compared
to the year ended 31 December 2017 due to an improvement in share in income of associates of URC and
share of income from Overland Real Estate Company W.L.L.
Investment income declined by KD 34.3 million to KD 36.6 million for the year ended 31 December 2018
compared to the year ended 31 December 2017 due to a KD 38.5 million gain on partial sale of investment
in a media joint venture in June 2017. In October 2017, the Group repurchased 8 per cent beneficial interest in Panther Media Group Limited from its major shareholder for a total consideration of KD 60.4 million.
Profit before taxation from continuing operations increased by 8.2 per cent. to KD 117.2 million for the
year ended 31 December 2018 from KD 108.3 million for the year ended 31 December 2017. The increase
in profit was due to reduction in provision for credit losses by KD 14.6 million which gets offset by increase
in provision for impairment of other financial and non-financial assets by KD 8.2 million.
Loss from discontinued operations for the year ended 31 December 2018 represents share of loss from
media joint venture, OSN for the period 1 January 2018 to 8 August 2018 as it has been classified as a noncurrent asset held for sale with effect from 9 August 2018.
Profit for the year (attributable to the equity holders of the Issuer) increased by 20.0 per cent. to KD 28.3
million for the year ended 31 December 2018 from KD 23.6 million for the year ended 31 December 2017.
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The following table sets out extracts from the Group’s consolidated income statements for the three financial years ended 31 December 2016, 31 December 2017 and 31 December 2018. The information for the financial year ended 31 December 2016 has been extracted from the Issuer’s audited consolidated financial
statements for the financial year ended 31 December 2017 and for the financial years ended 31 December
2017 and 31 December 2018 extracted from the Issuer’s audited consolidated financial information for the
financial year ended 31 December 2018:
For the year ended
31 December 2016

For the year ended
31 December 2017

For the year ended
31 December 2018

KD million
Income..........................................................................................

660.6

685.8

774.4

Interest income.........................................................................

372.4

386.5

445.2

Hospitality & Real Estate Income.........................................

77.2

93.7

109.4

Investment income..................................................................

28.0

70.9

36.6

Educational Service Income.................................................

-

-

27.0

Share of results of Associates................................................

35.9

12.8

18.4

Share of results of a media joint venture..........................

(6.5)

-*

-*

Expenses......................................................................................

527.1

553.7

639.8

General and administrative expenses..............................

171.3

184.8

192.4

Interest expense.......................................................................

240.7

248.1

297.8

Profit for the year from continuing operations..............

-

92.7

106.8

Loss from discontinued operations...................................

-

(30.2)

(23.0)

Profit for the Year......................................................................

88.1

62.5

83.8

Profit for the year attributable to equity holders of
the Parent company................................................................

45.5

23.6

28.3

Profit attributable to non-controlling interest................

42.6

38.9

55.5

Earnings per share attributable to equity holders of
the Parent (in fils) (basic).......................................................

28.6

11.5

15.0

Earnings per share attributable to equity holders of
the Parent (in fils) (diluted)....................................................

28.6

11.5

15.0

Earnings per share attributable to equity holders of
the Parent (in fils) (basic)......................................................

-

32.9

31.4

Earnings per share attributable to equity holders of
the Parent (in fils) (diluted)..................................................

-

32.9

31.4

Earnings per share for continuing operations

* In accordance with IFRS 5, the investment in OSN is classified as a discontinued operation and accordingly the share of results of the media joint venture for the years
ended 31 December 2017 and 31 December 2018 is disclosed as “loss from discontinued operation” in the consolidated income statement for the year ended 31 December 2018. Please refer to Note 31 of the Issuer’s consolidated financial statements for the year ended 31 December 2018 for more details.

The earnings of companies in the financial services sector can be attributed to a strategy of regional
expansion through acquisitions and/or establishment of green field operations. The strong deposit base,
quality of assets and the prudent provisioning strategies adopted by these companies make them well
positioned to capitalise on these opportunities. In the media sector, there is a high demand for services
and exclusive content. The business model is such that once break-even is achieved, income growth is
not accompanied by a proportionate increase in fixed costs, resulting in a relatively sharp growth in profit
margins.
The business of OSN represented the entirety of the Group’s media operating segment. In accordance with
IFRS-5 (Non-Current Assets held for sale and discontinued operations), the investment in OSN is classified
as a discontinued operation and accordingly, the media segment is no longer presented in the segment
note 28 of the Issuer’s audited consolidated financial information for the year ended 31 December
2018. Investment in a media joint venture/OSN has been classified as “Non-current asset held for sale” in
accordance with IFRS 5.
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Segment-wise consolidated revenues as follows:
For the year ended
31 December 2016

For the year ended
31 December 2017

For the year ended
31 December 2018

KD million
Commercial Banking................................................................

485.1

495.3

561.4

Asset Management & Investment Banking.....................

42.5

73.5

44.3

Insurance......................................................................................

5.5

4.7

6.1

Media.............................................................................................

(6.5)

-

-

Industrial......................................................................................

43.2

36.9

33.0

Hospitality & Real Estate.........................................................

100.0

96.0

121.1

Others............................................................................................

21.9

21.8

51.6

Inter-segmental eliminations................................................

(31.2)

(42.5)

(43.1)

Total..............................................................................................

660.6

685.8

774.4

The following table sets out the Group’s consolidated profit and loss broken down by segments for the
years ended 31 December 2017 and 31 December 2018 (See note 28 of the Issuer’s audited consolidated
financial information for the year ending 31 December 2018):
For the year ended
31 December 2017

For the year ended
31 December 2018

KD million
Commercial Banking................................................................................................................

106.3

162.3

Asset Management and Investment Banking.................................................................

(11.0)

(56.0)

Insurance......................................................................................................................................

4.7

6.1

Media...........................................................................................................................................

(30.2)

-

Industrial......................................................................................................................................

6.5

3.7

Hospitality & Real Estate..........................................................................................................

(6.7)

1.3

Others..........................................................................................................................................

0.5

1.6

Inter-segmental eliminations................................................................................................

(7.6)

(12.2)

Assets held for sale....................................................................................................................

-

(23.0)

Total...............................................................................................................................................

62.5

83.8

Consolidated Financial Position Data
The following sets out: (i) the Group’s consolidated financial position data as at 31 December 2016
extracted from the Issuer’s audited consolidated financial statements as at and for the financial year ended
31 December 2017; and (ii) the Group’s consolidated total assets as at 31 December 2017 and 31 December
2018, in each case extracted from the Issuer’s audited consolidated financial information as at and for the
financial year ended 31 December 2018:
The consolidated financial position as at 31 December 2017 has been restated in accordance with IAS 8 in
the audited consolidated financial information for the year ended 31 December 2018.
As at 31 December 2017, the consolidated total assets of the Group amounted to KD 10.3 billion, representing
an increase of 3.6 per cent. compared to KD 10.0 billion as at 31 December 2016. Cash in hand and at bank
constituted 15.2 per cent. of consolidated total assets while loans and advances accounted for 50.7 per
cent. of consolidated total assets as at 31 December 2017. Investments in associates accounted for 3.6 per
cent. of consolidated total assets as at 31 December 2017. Financial assets available for sale and financial
assets held at fair value through the income statement (comprising investments in listed and unlisted
securities) accounted for 5.3 per cent. of consolidated total assets as at 31 December 2017. Goodwill and
intangible assets relating to subsidiaries represented 3.2 per cent. of consolidated total assets as at 31
December 2017.
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As at 31 December 2018, the consolidated total assets of the Group were KD 10.4 billion, an increase of 0.2
per cent. compared to the year ended 31 December 2017. Cash in hand and at bank constituted 20.4 per
cent. of consolidated total assets while loans and advances accounted for 44.7 per cent. of consolidated
total assets as of 31 December 2018. Investments in associates accounted for 3.2 per cent. of consolidated
total assets, financial assets held at fair value through the profit or loss and other comprehensive income
(comprising investments in listed and unlisted securities) accounted for 5.0 per cent. of consolidated total
assets while intangible assets relating to subsidiaries represented 3.2 per cent. of consolidated total assets
as at 31 December 2018.
As at 31 December
2016

As at 31 December
2017
(Restated)

As at 31 December
2018

KD million
Total assets...................................................................................

9,982.1

10,345.1

10,370.3

Cash in hand and at banks....................................................

1,458.0

1,569.6

2,118.8

Loans and Advances................................................................

5,285.3

5,240.8

4,635.3

Financial assets available for sale........................................

438.5

514.1

-

Financial assets at fair value through profit or loss.......

59.2

35.4

265.1

Financial assets at fair value through other
comprehensive income..........................................................

-

-

253.7

Investment in associates.........................................................

442.5

375.3

329.5

Goodwill and Intangible assets............................................

309.2

329.5

328.5

Return on average assets ......................................................

0.9 per cent.

0.6 per cent.

0.8 per cent.

1

The consolidated financial position as at 31 December 2017 has been restated in accordance with IAS 8 in the audited consolidated financial statements of the Group
for the year ended 31 December 2018.

The following table sets out the Group’s consolidated total assets broken down by segments as at 31
December 2016 (See note 29 of the Issuer’s audited consolidated financial statements for the year ending
31 December 2017), as at 31 December 2017 and as at 31 December 2018 (See note 28 of the Issuer’s
audited consolidated financial information for the year ending 31 December 2018):
As at 31 December
2016

As at 31 December
2017
(Restated)

As at 31 December
2018

KD million
Commercial Banking...............................................................

8,712.2

8,851.9

8,708.8

Asset Management and Investment Banking...............

676.4

860.1

795.3

Insurance......................................................................................

72.9

73.4

73.2

Media............................................................................................

149.6

177.9

-

Industrial......................................................................................

249.4

267.2

279.0

Hospitality & Real Estate.........................................................

795.3

865.1

1,028.5

Others............................................................................................

162.8

284.3

291.0

Inter-segmental eliminations................................................

(836.5)

(1,034.8)

(992.6)

Non-current assets held for sale..........................................

-

-

187.3

Total...........................................................................

9,982.1

10,345.1

10,370.3

Return on average assets is calculated as the profit for the year divided by average of total assets of the financial year (to which
profit for the year pertains) and average total assets are calculated by adding together the value of assets at the beginning and
end of an accounting year and dividing the sum by two

1
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Consolidated Liabilities and Equity:
The consolidated total liabilities of the Group increased from KD 8.8 billion as at 31 December 2016 to KD
9.1 billion as at 31 December 2017. Consolidated total liabilities as at 31 December 2017 comprised of
deposits from customers (56.2 per cent. of total liabilities), due to banks and other financial institutions
(22.1 per cent. of total liabilities), medium term notes (7.2 per cent. of total liabilities), loans payable (5.5
per cent. of total liabilities), bonds (3.5 per cent. of total liabilities), and other liabilities (5.5 per cent. of total
liabilities).
Equity attributable to the equity holders of the Issuer decreased from KD 471.5 million as at 31 December
2016 to KD 439.3 million as at 31 December 2017 mainly due to decline in retained earnings and foreign
currency translation reserve.
The consolidated total liabilities of the Group increased by 2.5 per cent. to KD 9.4 billion as at 31 December
2018 compared to 31 December 2017, primarily driven by increase in loans, bonds and other liabilities.
Consolidated total liabilities as at 31 December 2018 comprised of deposits from customers (52.2 per cent.
of total liabilities), due to banks and other financial institutions (22.0 per cent. of total liabilities), medium
term notes (7.1 per cent. of total liabilities), loans payable (7.4 per cent. of total liabilities), bonds (5.1 per
cent. of total liabilities), and other liabilities (6.2 per cent. of total liabilities).
Equity attributable to the equity holders of the Issuer decreased to KD 277.1 million as at 31 December
2018 from KD 439.3 million as at 31 December 2017, primarily due to transition adjustment of KD 120.7
million on adoption of IFRS (9) for financial instruments, payment of KD 13.4 million dividends and KD 12.6
million for changes in ownership of subsidiaries.
As at 31 December
2016

As at 31 December
2017
Restated

As at 31 December
2018

KD million
Total liabilities.............................................................................

8,765.7

9,133.1

9,359.7

Total equity..................................................................................

1,216.4

1,212.1

1,010.6

Equity attributable to equity holders of the Issuer.......

471.5

439.3

277.1

Non-controlling Interest........................................................

598.5

626.4

587.1

The following table sets out the Group’s consolidated liabilities broken down by segments as at 31
December 2016 (See note 29 of the Issuer’s audited consolidated financial statements for the year ended
31 December 2017), as at 31 December 2017 and as at 31 December 2018 (See note 28 of the Issuer’s
audited consolidated financial statements for the year ended 31 December 2018):
As at 31 December
2016

As at 31
December2017
Restated

As at 31 December
2018

KD million
Commercial Banking................................................................

7,767.8

7,851.9

7,754.3

Asset Management and Investment Banking.................

946.3

1,153.5

1,294.0

Industrial......................................................................................

121.6

115.6

138.1

Hospitality & Real Estate.........................................................

407.7

560.8

675.4

Others............................................................................................

151.3

204.8

205.7

Inter-segmental eliminations...............................................

(629.0)

(753.5)

(707.9)

Total...........................................................................

8,765.7

9,133.1

9,359.7
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ADDITIONAL INFORMATION RELATING TO THE ISSUER
The Issuer does not produce IFRS compliant standalone audited financial statements. The information
(extracted from the Issuer’s unaudited unconsolidated management accounts) for the three financial years
ended 31 December 2016, 31 December 2017 and 31 December 2018 presented in this section represents
the information that is incorporated into the figures that form part of the audited consolidated financial
statements of the Group for the three financial years ended 31 December 2016, 31 December 2017 and
31 December 2018. The basis of preparation of the information provided in this section is based on the
historical cost convention, and as further explained below.
The information has been included to illustrate the Issuer’s unconsolidated position in relation to the
market value of its listed Principal Companies (UGH, GIG, Burgan Bank and URC), its asset coverage ratio
and its cash interest coverage ratio.
Market Value of the Issuer’s holding in listed Principal Companies:
The following table presents the market value of the Issuer’s holding in each of its listed Principal Companies
as at 31 December 2016, 31 December 2017 and 31 December 2018. The basis of preparation is the number
of shares held directly by the Issuer (extracted from the Issuer’s unaudited unconsolidated management
accounts) multiplied by the closing price of each share sourced from the exchange where each company
has its main listing on the specified date (or if not a trading day, the last trading day before the specified
date):
As at 31 December 2016

As at 31 December 2017

As at 31 December 2018

No. of
shares
owned
(million)

Closing
Price
(KD)

Market
Value
(KD
million)

No. of
shares
owned
(million)

Closing
Price
(KD)

Market
Value
(KD
million)

No. of
shares
owned
(million)

Closing
Price
(KD)

Market
Value
(KD
million)

UGB*/UGH**..............

454.7

0.284

129.1

232.3

0.904

210.1

199.4

0.999

199.2

GIG................................

72.5

0.670

48.6

72.5

0.824

59.8

72.5

0.655

47.5

BB..................................

845.1

0.305

257.7

887.3

0.307

272.4

1,030.8

0.278

286.5

URC...............................

577.7

0.094

54.3

577.7

0.080

46.2

577.7

0.060

34.7

Company

* Share price taken from Bloomberg
** UGB was delisted from Bahrain Bourse on 28 September 2017 and in turn UGH was listed on the same date. Market value and share prices as of 31 December 2017
and 31 December 2018 was of UGH and as of 31 December 2016 was for UGB.

As at 31 December 2018, the total market value of the Issuer’s holdings in its listed Principal Companies as
derived from the above table was KD 567.9 million compared to KD 588.4 million as at 31 December 2017,
a decline of 3.5 per cent.
Issuer’s listed asset coverage ratio
The source of the data provided in this section is the Issuer’s unaudited unconsolidated management
accounts which form part of the consolidated financial statements of the Group as described above. As at
31 December 2018, the Issuer’s unconsolidated net debt (gross debt comprising of medium-term notes
and bonds minus cash in hand and at banks) was KD 363.7 million. The table below sets out the listed asset
coverage ratio (i.e. the ratio of market value of listed Principal Companies to total loans, medium term
notes and bonds outstanding after deducting cash and cash equivalents) as at 31 December 2016, 31
December 2017 and 31 December 2018. The listed asset coverage ratio excludes the Issuer’s investment in
OSN as it has been classified as non-current asset held for sale and other unlisted investments.
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As at 31 December
2016

As at 31 December
2017

As at 31 December
2018

KD million
Loans payable.............................................................................

35.0

42.1

-

Medium Term Notes.................................................................

458.0

518.1

521.4

Bonds............................................................................................

-

98.8

198.2

Total debt.....................................................................................

493.0

658.9

719.6

Less: Cash and cash equivalents...........................................

250.1

385.6

356.0

Net debt (A).................................................................................

242.9

273.3

363.7

Market value of listed Principal Companies (B).............

489.8

588.4

567.9

Listed asset coverage ratio (B) / (A).....................................

2.02

2.15

1.56

Issuer’s cash interest coverage ratio
The source of the data provided in this section is the Issuer’s unaudited unconsolidated management
accounts which form part of the consolidated financial statements of the Group as described above. The
primary sources of the Issuer’s cash inflow are its dividend stream from the Principal Companies, gains
from the sale of stakes in subsidiaries and associates, gains from the sale of trading and available for sale
investments and fee income.
The Issuer’s majority or significant holding in each of its Principal Companies and its influence over the
Board of Directors and management allows the Issuer to set or influence dividend policies in the main
companies in which it has invested. Subject to legal and regulatory requirements, the Issuer’s influence is
sufficient to ensure that dividend payout policies continue at a level similar to the historical level of payout,
although this has not been the case recently in respect of the banks that the Issuer controls. The blended
cash dividend payout ratios (i.e. aggregated proposed dividends of listed Principal Companies divided by
aggregated net income of listed Principal Companies) was 24.9 per cent. in 2016 and 25.1 per cent in 2017.
The Issuer also regularly sells securities that it owns (including from time to time shares in its subsidiaries,
associates and joint venture companies). This has resulted in sizeable revenues and cash inflows in the past.
The combination of dividend and other distributions and proceeds from sales of securities has provided
the Issuer with sufficient liquidity to service its debt and fund its operating expenses.
For the year ended 31 December 2018, the Issuer’s share of dividends received was KD 21.1 million. Net
interest payments for the year ended 31 December 2018 amounted to KD 39.1 million, comprising KD 40.9
million of interest expense and KD 1.8 million of interest income.
The following table sets out the cash interest coverage ratio for the three financial years ended 31 December
2016, 31 December 2017 and 31 December 2018:
For the year ended
31 December 2016

For the year ended
31 December 2017

For the year ended
31 December 2018

KD million
Share of dividends received .................................................

22.3

15.1

21.1

Other operating cash income...............................................

11.0

39.8

0.3

#

Total cash income (A)................................................

33.3

54.8

21.4

Interest paid................................................................................

42.1

34.5

40.9

Interest received........................................................................

1.8

1.1

1.8

Net Interest payments (B)........................................

40.3

33.5

39.1

Cash Interest coverage ratio (A) / (B)..................................

0.8

1.6

0.55

#Dividends received in the current year pertain to dividends declared for the previous year based on the number of shares held at the date of record of the annual
general meeting of the shareholders
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PREVIOUS SECURITIES ISSUANCES BY THE ISSUER
Securities issued in the last 5 years by the Issuer are listed below:
1. Number and details of bond issuances by the Issuer for the past 5 years
Issue Date

Maturity Date

Value in
Million

Basis

Pricing

Interest Payment
Frequency

*5-Feb-14

5-Feb-19

U.S.$ 5001

Fixed

4.80%

Semi Annual

*15-Mar-16

15-Mar-23

U.S.$ 500

Fixed

5.00%

Semi Annual

*23-Feb-17

23-Feb-27

U.S.$ 500

Fixed

4.5%

Semi Annual

KD 100

Fixed +
Floating

KD 36.0 million @ 5.25% & KD
64.0 million @ CBK discount
Semi Annual
rate + 2.25% (not to exceed
6.25% per annum)

KD 100

Fixed +
Floating

KD 14.0 million @ 5.5% & KD
86.0 million @ CBK discount
Semi Annual
rate + 2.25% (not to exceed
6.5% per annum)

28-Dec-17

8-Nov-18

28-Dec-24

8-Nov-23

* The Issuer guarantees these notes, which have been issued by a wholly owned subsidiary. The Issuer has previously established an EMTN programme for the issuance
of EMTN Notes Kuwait Projects Co SPC Limited. Pursuant to such EMTN programme, the Issuer has also guaranteed the obligations of Kuwait Projects Co SPC Limited
under and in relation to the EMTN Notes. For further information in this regard, please also see note 14 in the 2018 audited consolidated financial statements of the
Issuer.
1 The nominal value of the bond has been fully settled

2. Number and Details of Share Capital Issuance for the Past 5 Years
Issue Year

Issue Type

Total Number of shares Value (KD)

Issue Type

2013

Bonus shares

66,828,694

6,682,869

Ordinary shares

2014

Bonus shares

70,170,130

7,017,013

Ordinary shares

2018

Bonus shares

73,678,635

7,367,864

Ordinary shares
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RISK FACTORS
Prior to investing in any Issue Shares, prospective investors should carefully consider, together with all other
information contained in this Prospectus, the risk factors described below. The Issuer believes that the factors
described below represent the principal risks inherent in investing in the Issue Shares but these risk factors are
not exhaustive and other considerations, including some which may not be presently known to the Company,
or which the Issuer currently deems to be immaterial, may impact on any investment in the Issue Shares.
Prospective investors should also read the detailed information set out elsewhere in this Prospectus and reach
their own views prior to making any investment decision.
RISKS RELATING TO THE COMPANY
Developing markets are subject to greater risks than more developed markets, including significant
political, social and economic risks
The following table sets out the geographical break-down of the Issuer’s revenue and non-current asset as
at and for the year end 31 December 2018 based on the Issuer’s audited consolidated financial statements
for same financial year:
Revenue
(In per cent.)

Non-Current Assets (In per cent.)

Kuwait.......................................................................................................

48.9

59.7

Rest Of GCC............................................................................................

2.3

2.4

Rest Of MENA........................................................................................

23.7

26.6

Europe*.....................................................................................................

24.6

11.1

North America.......................................................................................

0.5

0.3

Total...........................................................................................................

100.0

100.0

*primarily attributable to Turkey and Malta

A significant proportion of the Issuer’s revenues are generated in the State of Kuwait. There can be
no assurance that economic conditions in the State of Kuwait will remain robust nor that a significant
deterioration in these economic conditions will not impact the financial performance of the Issuer. The
economy of the State of Kuwait is largely driven by revenues from oil exports and as such is exposed to
volatility in oil prices. The Government’s policies to diversify the economy away from its reliance on oil as
the single major revenue source have generally resulted in improved economic performance, there can be
no assurance that such performance will be sustained.
The Issuer’s financial performance can be adversely affected by political, economic and related developments
not only from within the State of Kuwait, but also to a lesser extent from within the countries of the Gulf
Cooperation Council (“GCC”) (which comprises Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United
Arab Emirates) and the political and economic instability in surrounding countries, such as Turkey, Syria,
Iraq, Iran and the countries of North Africa. Although not unique to the region, Kuwait, the GCC region
and surrounding countries are exposed to specific risks that may have a material impact on the business
carried out by the Issuer, its operating results and its financial condition.
Amongst those specific risks is the possibility of:
• Political and social instability;
• Downturn in economic conditions;
• External acts of warfare, civil clashes and terrorist activity;
• Natural disasters; and
• Regulatory, taxation and legal structure changes
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The Issuer has limited assets in the countries worst affected. Any material unexpected developments in
the political, social, economic or other conditions in countries in which the Issuer or any of its associated
companies carry on business may, however, have a material adverse effect on the Issuer’s business, financial
condition and results of operations and may adversely affect the Issuer’s plans for international expansion
and investment.
Over the last few years political uncertainty and armed conflict continues to persist across Yemen, Iraq,
Syria and Libya. The countries in question are affected in particular by political and social instability and
external acts of warfare and civil clashes. Neighboring countries such as Turkey and Lebanon are receiving
large numbers of refugees fleeing the conflict, resulting in increased pressure on their public services.
Political uncertainty and sectarian violence in the region could have a material adverse effect on the Issuer’s
business, financial condition, results of operations and prospects. Kuwait and most of the other countries
in the Gulf have thus far been largely immune from disruption from such activity. However, despite the
authorities’ rapid response and intensified intelligence and prevention activities, there is no assurance that
the issues experienced elsewhere in the region will not impact the areas in the Gulf or Turkey where the
Group operates.
The ongoing conflict in Yemen could have detrimental impact on the Issuer’s businesses in Saudi Arabia. In
addition, on 5 June 2017, Saudi Arabia, the UAE, Egypt and Bahrain announced the severing of diplomatic
ties with Qatar. Yemen, Jordan, Libya, Comoros, Senegal and Mauritania also joined the Saudi-led coalition
shortly thereafter and several other countries including Chad, Djibouti, Maldives and Niger announced
that they had downgraded their diplomatic ties with Qatar. The severing of diplomatic ties included the
withdrawal of ambassadors as well as the imposition of travel restrictions. Saudi Arabia, the UAE and Bahrain
advised their citizens visiting or residing in Qatar to leave Qatar. Qatari visitors, residents and diplomats
in Saudi Arabia, the UAE and Bahrain were also expelled at the same time, with a two-week grace period
for visitors and residents and a 48-hour grace period for Qatari diplomats. Saudi Arabia, the UAE, Bahrain
and Egypt also imposed restrictions on the use of their airspace by Qatari airline carriers, which resulted
in disruption to flights operating to and from Qatar. Similarly, Qatari-flagged vessels were barred entry to
each of their respective ports.
Although there are currently no publicly known direct restrictions on trade exports or imports between
Qatar and the other GCC countries, trade has been impacted by the closure of airspace and ports to Qatariflagged airlines and vessels. New trade channels and routes have been established with Turkey, Oman, Iran
and India as alternatives but there can be no assurance that ongoing restrictions will not have a material
adverse effect on Qatar’s economy.
On 23 June 2017, the State of Kuwait, acting as a mediator between Qatar and the countries imposing
the restrictions, delivered terms on which the Saudi-led coalition would be willing to lift the restrictions
and reinstate diplomatic ties. The terms were rejected by Qatar on 1 July 2017 as an infringement on its
sovereignty, although its official response has not yet been made public. Despite calls from the United
States, Turkey and other countries in the region to resolve the crisis diplomatically, the restrictions remain in
place. Some of the Issuer’s businesses are incorporated in or operate from countries that have downgraded
diplomatic ties with Qatar; trade retaliation against these entities by Qatar or residents of Qatar may impact
the Issuer’s business interests. It is not possible to predict the occurrence of events or circumstances such
as those outlined above, or the impact of such occurrences and no assurance can be given that the Issuer’s
business would be able to sustain its current profit levels if such events or circumstances were to occur.
The Issuer is exposed to risks associated with expansion into new markets, start-up or early stage
businesses and acquisition of new companies and businesses
Historically, the Issuer has been primarily active in the Kuwaiti market. However, its strategy is to expand
further into markets or businesses within the GCC and the wider MENA region, which may include markets
in which it has not operated previously. These new markets may pose additional challenges, including
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different competitive conditions, political and regulatory systems, with which the Issuer is not familiar,
and the Issuer may not be able to rely on its reputation and relationships to the extent that it can in its
established markets.
The Issuer’s growth strategy involves expanding its operations by acquiring new companies. If the Issuer
encounters difficulties in acquiring such companies at a commercially reasonable price, or not at all, or if
the companies acquired by the Issuer fail to produce anticipated synergies, the Issuer’s growth strategy
could be unsuccessful, which would have a material adverse effect on the Issuer’s business, financial
condition and results of operations. The Issuer also acquires or creates new businesses with limited or no
previous operating experience. While these investments potentially offer the opportunity for significant
capital gains, they involve a high degree of business and financial risk that can result in substantial losses.
The Issuer’s subsidiaries are investing, and may further invest, in countries adjacent to the MENA region,
notably in Turkey and Malta. There can be no assurances that the performance of investments in these
relatively new markets will deliver the returns expected at the time of acquisition.
Issuer’s cash receipts are mostly restricted to dividends from Principal Companies or the proceeds of
asset sales
As a holding company, the Issuer does not have direct access to the cash flows of its Principal Companies.
The Issuer’s cash flows are limited to its share of the dividends declared by these companies, interest
income on its investments and proceeds from its own trading activities or sales of its assets. Any decrease
in the profitability of the Principal Companies would adversely impact the Issuer’s cash flow position.
The payment of dividends by some of the Principal Companies to the Issuer is subject to restrictions
contained in insurance, banking, securities and corporate laws and regulations which require that solvency
and capital standards are maintained by such companies. Burgan Bank paid a cash dividend in 2018 (for
the year 2017) and has also declared the dividend for the year 2018 (to be paid in 2019) while United Gulf
Bank last paid a cash dividend in 2010 (for the year 2009); there is no assurance that dividends from these
banks and the other Principal Companies will be available on a regular basis.
As the Issuer’s strategy involves strategic sales of assets from time to time, there is a risk that the Issuer may
not find a suitable buyer for its assets when it intends to sell them. Also, as the sale of assets is impacted
by factors which are beyond the Issuer’s control, the sale price might be adversely impacted due to such
factors.
The Issuer may not be able to effectively re-invest cash received from the sale of investments
As the Issuer’s strategy involves strategic sales of investments from time to time, it is expected that the Issuer
will have large inflows of cash in the future. While the cash remains uninvested, the Issuer’s margins could
be adversely affected. Additionally, there is a risk that once the funds are re-invested that such investments
will not perform as expected. There is no guarantee when the Issuer will find suitable investments for this
cash or when returns on such investments will be realized. The failure to timely and effectively re-invest
cash received from the sale of investments may have an adverse effect on the Issuer’s operations, business,
financial conditions and profitability.
Valuations of unquoted investments are subject to management judgment and may not reflect the
value that the Issuer will actually be able to realise
Certain of the Issuer’s investments are in unquoted companies. Potential investors should be aware that
valuations of unquoted investments are based on techniques that management considers appropriate and
are subject to judgment. The types of factors that may be considered when applying fair value pricing to
an investment in a particular company include the historical and projected financial data for the company,
69

valuations given to comparable companies, the size and scope of the investee company’s operations,
the strengths and weaknesses of the investee company, industry information and assumptions, possible
synergies within the Group, general economic and market conditions and other relevant factors.
Valuations, and in particular valuations of unquoted investments may fluctuate over short periods of time
and may be based on estimates. Determinations of the fair value of an unquoted investment may differ
materially from the price that would be received if such investments were sold.
The results of operations reported by the Issuer could be adversely affected if the values of unquoted
investments that it records are materially higher than the values that are ultimately realised upon the
disposal of the investments. Additionally, changes in values of such unquoted investments from quarter
to quarter may result in volatility in the valuations and results of operations that the Issuer reports from
period to period.
Funding risk
In addition to the internal generation of cash flow through upstream dividends, income from interest and
income from trading, the Issuer relies on external borrowings to fund its investments. These are primarily
in the form of corporate bonds and bank borrowings, which are refinanced on an on-going basis.
As at 31 December 2018, the Issuer’s unconsolidated gross debt (loans payable, medium term notes and
bonds) was KD 719.6 million. The Issuer’s future ability to originate new debt and pay or refinance its
existing and future obligations as they become due will depend not only on its financial condition and
results of operations at the time but also on certain factors over which the Issuer has no control such as:
•

Investor sentiment towards companies conducting business in similar markets and sectors;

•

Opinions, reports and ratings of analysts and rating agencies on sovereign and corporate borrowers in
the region;

•

Prevailing capital and financial market conditions, including interest and exchange rates; and

•

Political conditions in the MENA region

Therefore, the Issuer has no assurance that it would be able to obtain funding in the financial markets on
satisfactory terms, which would limit its ability to originate new loans and to pay or refinance its existing
and future obligations as they become due and would have an adverse impact on its business, financial
condition and results of operations.
Counterparty Credit Risk
A substantial part of the activities of Burgan Bank and its subsidiaries and Gulf Holding Company involves
extending credit to customers and holding financial and real estate assets as investors or as security for
loans. The concentration of loans and assets in the State of Kuwait and the MENA region and the possible
prevalence of borrowers active in similar or related industries among each lender’s customers may result in
higher default rates than have been experienced historically or cause the Issuer or the Principal Companies
to make material provisions (or be obligated by a regulator to make material provisions) against potential
losses. In addition, the volatility of securities and real estate markets in the region may result in a reduction
of the value of the collateral available as security for particular loans.
Interest Rate and Equity Price Risk
The Issuer is exposed to interest rate and equity price risks associated with the Group’s investment and
asset and liability management activities.
Changes in interest rate levels, yield curves and spreads may affect the interest rate margin realised
between the Issuer’s investment activities and its borrowing costs.
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Changes in equity prices may affect the value of and returns on the Issuer’s investment portfolios. It is
difficult to accurately predict changes in economic and market conditions and to anticipate the effects
that such changes could have on the Issuer’s financial performance and business operations.
Foreign Exchange Risk
The Issuer generates a significant proportion of its earnings in the State of Kuwaiti Dinar. From January
2003 to 20 May 2007, the Kuwaiti Dinar was pegged to the U.S. dollar around a parity rate of 0.29963, with
margins set at +/- 3.5 per cent. On 20 May 2007, this policy was replaced with one stated by the Governor
of the Central Bank of Kuwait to be based on an undisclosed weighted basket of the currencies of Kuwait’s
major trade and financial partner countries. It appears that the U.S. dollar continues to play a significant
role in determining the Kuwaiti Dinar exchange rate, although the relationship with any given currency or
basket of currencies cannot be readily ascertained. Since 20 May 2007, the Kuwaiti Dinar has ranged from
KD 0.26460 to one U.S. dollar in May 2008 to KD 0.3033 to one U.S. dollar in December 2018, equivalent
to a 15 per cent. change in the exchange rate. As of 31 March, 2019, the Kuwaiti Dinar was valued at KD
0.3042 to one U.S. dollar and the U.S. dollar was valued at 3.28731 to one Kuwaiti Dinar. If the U.S. dollar
strengthens against the Kuwaiti Dinar, this will result in a higher debt service cost to the Issuer.
In addition to earnings generated in Kuwaiti Dinars, a material amount of the Issuer’s consolidated
earnings is generated in currencies directly or informally pegged to the U.S. dollar. A removal of the peg
or a substantial devaluation of any of these currencies could impact negatively on the amount of the
Issuer’s reported earnings and on the amount of distributions that the Issuer would otherwise receive from
operating companies within its group that would be directly or indirectly affected by such peg removal or
devaluation.
The Turkish subsidiary of Burgan Bank maintains its accounts and report its results in Turkish Lira, the
local currency of the country of its incorporation. Any fluctuations in Turkish Lira against KD may result
in a change in the value of foreign currency assets or liabilities for the purpose of Burgan Bank’s financial
statements. The Turkish Lira has depreciated by 90.2 per cent. against KD between 1 January 2016 and 31
March 2019. The same has had limited impact on the Group as Burgan Bank’s investment in Turkish Lira
is hedged through the use of currency swaps. However, further devaluation in the currency may have a
detrimental impact on Burgan Bank’s dividend paying capacity.
Any weakening of the Kuwaiti Dinar against the U.S. dollar may adversely impact the ability of the Issuer
to repay principal and interest on borrowings denominated in a currency other than Kuwaiti Dinars. The
Issuer is exposed to the potential impact of any alteration to the Central Bank of Kuwait’s foreign exchange
policy. In addition, although the Issuer attempts to hedge its exposure or manage its cost of financing
through the use of swaps and other derivatives with parties believed to be solvent, it is possible that a
counter-party may default on its obligations, leaving the Issuer unprotected against such fluctuations. In
addition, the Issuer is likely to have to report foreign exchange gains or losses under existing accounting
rules. If the value of the Kuwaiti Dinar against the U.S. dollar fluctuates in a volatile manner, the impact on
reported profit may be substantial.
The Issuer may be impacted by financial market disruptions
Kuwait’s economy remains vulnerable to both external and internal shocks, including volatility in oil prices,
political, economic and related developments in Kuwait, the other Gulf Cooperation Council (“GCC”)
countries (i.e. Bahrain, Oman, Qatar, Saudi Arabia and the United Arab Emirates) and the MENA region, but
also resulting from political and economic instability in surrounding countries such as Iran and Iraq. These
risks include, but are not limited to, external acts of warfare, civil clashes, terrorist activity, natural disasters,
and regulatory, taxation and legal structure changes.
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The business and results of operations of the Issuer and its subsidiaries and the market price of the Issue
Shares are influenced by economic and market conditions in Kuwait and, to a varying degree, economic
and market conditions in the global markets generally. Global financial crises and volatility in the emerging
markets in the past have adversely affected market prices in the world’s securities markets for companies
that operate in developing economies. Even if the Kuwaiti economy remains relatively stable, financial
turmoil in the emerging markets and globally could have a material adverse effect on the Issuer and its
subsidiaries’ business, financial condition, results of operations or prospects and the market price of the
Issue Shares.
Historic level of the Issuer’s growth may not be sustained, which could impact its profitability
The business, operations, financial conditions and prospects of the Issuer are closely linked to the economic
conditions of the MENA region. Any deterioration in economic conditions in the GCC and wider MENA
region due to a deterioration in oil, gas or related industries or in banking and financial services industries
or other factors could have an adverse effect on the Issuer’s financial condition and results of operations.
Significant decreases in oil prices may have a material adverse impact on the Issuer’s underlying businesses.
Oil prices are down from their historic peak levels of U.S.$110.5 per barrel as of 20 June 2014. As of 31
March, 2019, oil prices were at U.S.$66.4 per barrel. Any deterioration in pricing may have a material
adverse impact on Kuwait’s economy, which could impact the Issuer’s businesses, financial conditions,
results of operations and prospects particularly due to increased provisions for credit losses in its banking
operations and reduced demand for loans and other banking services.
In addition, a material adverse change in one or more macroeconomic factors, such as a disruption of global
money markets, interest rates, inflation, wage levels, unemployment, foreign investment and international
trade could have an adverse impact on certain aspects of the Issuer’s operations. Such deterioration may
adversely affect its ability to access funds on commercially acceptable terms or at all and impact further
expansion and growth and could have an adverse effect on the financial condition and results of operations.
Competition from global competitors
Many of the governments of the MENA region are liberalising their economies and initiating economic
reforms. The MENA region is emerging as an investment opportunity, thereby attracting transnational
companies. The increased competition resulting from such transnational companies operating in the
region could have an adverse impact on the profitability of Issuer and its subsidiaries and its associates.
Profitability is dependent on the performance of the Issuer’s principal companies (Burgan Bank, United
Gulf Holding Company, Guf Insurance Group, Panther Media Group Limited and United Real Estate
Company, together the “Principal Companies”). Most of the Issuer’s revenue is derived from its Principal
Companies. The Issuer may be impacted by the ability of those companies to complete or successfully
integrate strategic transactions, develop and introduce new products and services in a timely manner and
respond effectively to technological changes.
For example, Panther Media Group Limited’s Pay-Tv business “OSN” operates in a highly competitive
environment and faces competition from a broad range of organisations. Technological developments
also have the ability to create new forms of competition. A failure to develop OSN’s product proposition
in line with changing market dynamics could erode its competitive position. OSN faces competition for
customers from rival full service pay per view operators, internet video streaming (both legal and pirate
feeds) and over-the-top (“OTT”) content providers operating regionally and internationally. OSN’s ability
to compete successfully will depend on its ability to acquire and commission programme content and
package this in a way that is attractive to its customers. The programme content OSN has licensed from
others is subject to fixed term contracts which will expire or may terminate early. OSN cannot be certain
that programme content will be available to it at all or on acceptable financial or other terms. Certain of
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these factors are already negatively impacting OSN’s financial performance and may lead to fair value
adjustments, as described further in “Description of the Issuer – Principal Companies - Panther Media
Group” above. The level of legal competition and illegal piracy activities by well capitalised entities exerts
pressure on OSN’s revenue. As a result, the Issuer and the other shareholder group have had to inject
additional capital in OSN. So far the capital is being contributed prorata to ownership, and to the extent
this were to change the other shareholder group would be severely diluted; the amounts contributed are
not material to the group. There are no assurances that the revenue pressure will abate or that the cost
cutting measures will generate sufficient savings. It is also not certain that the other shareholder group
will continue to fund its prorata share. Although management of OSN are taking steps to mitigate losses
and appropriate support is being provided by the Issuer, there can be no assurance that OSN will return to
profitability in the short term, nor that the level of support that the shareholders of OSN have committed
to provide will be sufficient or that future support will not be required. Ongoing levels of support to OSN
could have an adverse impact on Issuer’s financial performance.
Legal and regulatory systems may create an uncertain environment for investment and business
activities
The Issuer’s Principal Companies operate in regulated businesses across multiple jurisdictions. Local
regulations may change in a manner adverse to the business of one or more Principal Companies. This
may be as a result of increased competition from additional licenses being issued or changes to license
conditions affecting activities or profitability of a particular business. Ownership restrictions or limitations
on the scope of activities could also be imposed on the Issuer. The Issuer’s largest Principal Companies
operate in the financial sector. In light of the liquidity crisis and difficulties with the international financial
system over the past few years, regulators are expected to monitor closely and regulate more aggressively
the activities of financial companies, notably banks and investment companies. The Central Bank of
Kuwait has adopted Basel III (or the Third Basel Accord) for the banks which it regulates, which includes the
Issuer’s subsidiary Burgan Bank. Basel III is a demanding regulatory framework on bank capital adequacy,
stress testing, and market liquidity risk. There can be no assurance that compliance with Basel III or future
regulations will not increase the capital requirements of the group’s banking businesses (thereby requiring
the issuer to inject additional capital or face dilution of its ownership) or reduce its profitability. As at 31
December 2018, Burgan Bank has a Basel III CET1 capital adequacy ratio of 11.9 per cent. and total capital
adequacy ratio of 17.4 per cent.
No assurance can be given that the government of any of the jurisdictions in which the Issuer’s Principal
Companies operate will not implement regulation or fiscal or monetary policies, including policies,
regulations, or new legal interpretations of existing regulations, relating to or affecting expropriation,
nationalisation, taxation, interest rates, exchange controls or capital adequacy requirements or otherwise
take actions which could have a material adverse effect on the Issuer’s business, financial condition, results
of operations or prospects.
Risks related to Kuwait and the Middle East and North Africa region
Legal and regulatory systems may create an uncertain environment for investment and business activities,
MENA region is in the process of developing governing institutions and legal and regulatory systems,
which are not yet as firmly established as they are in Western Europe and the United States. Kuwait, along
with other countries within the GCC region, has enacted measures to promote greater efficiency and
certainty within their legal and regulatory systems. Among those measures, Kuwait and countries within
the GCC region have assumed obligations under the General Agreement on Tariffs and Trade (“GATT”) (as
administered by the World Trade Organization (“WTO”) and Kuwait has already enacted legislation, inter alia,
to extend foreign ownership. However, Kuwait may experience changes in its economy and government
policies (including, without limitation, policies relating to the continued extension of the rights of foreign
ownership pursuant to Kuwait’s GATT and WTO obligations) that may affect the Company’s business.
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Kuwait and other GCC legal systems continue to develop and this may create an uncertain environment
for investment and business activity
Kuwait and many of the other GCC countries are in various stages of developing their legal and regulatory
institutions that are characteristic of more developed markets. As a result, procedural safeguards as well as
formal regulations and laws may not be applied consistently. In some circumstances it may not be possible
to obtain the legal remedies provided under the relevant laws and regulations in a timely manner. As the
legal environment remains subject to continuous development, investors in Kuwait and the GCC countries
may face uncertainty as to the security of their investments. Any unexpected changes in the legal systems
in Kuwait and the GCC may have a material adverse effect on the investments that the Company has made
or may make in the future, which may in turn have a material adverse effect on the Company’s business,
financial condition, results of operations and prospects.
Downgrade in Issuer’s credit ratings
The Issuer’s credit ratings by the major credit rating agencies are intended to measure the probability of
its ability to meet its debt obligations as they mature and thus are an important factor in determining
the Issuer’s cost of borrowing and the amount of funding it could raise. The cost of funding of the Issuer’s
borrowings is partly dependent on its credit ratings.
Currently the Issuer’s credit rating is:
•

Moody’s: credit rating at (Baa3) for long term debt, credit rating of (P-3) for short-term debts, with a
stable outlook

•

Standard & Poor’s: credit rating at (BBB-) for the long-term issuer credit and credit rating at (A-3) for
third parties’ credit on the short term, with a negative outlook

A downgrade of the Issuer’s credit ratings, or being placed on a negative rating watch, may increase its
cost of borrowing which could have a material adverse effect on the Issuer’s business, financial condition,
results of operations or prospects and its relationship with creditors. Any potential future downgrade of the
Issuer’s credit ratings (or announcement of a negative ratings watch) may also limit its or its subsidiaries’
ability to raise capital in the international capital markets. Ratings may be subject to revision or withdrawal
at any time by the assigning rating organisation and each rating should be evaluated independently of
any other rating.
The Issuer is exposed to risks associated with the loss of its key personnel
The Issuer’s success depends to a significant degree upon the efforts and abilities of its key personnel,
including in particular the chairman, vice-chairman and senior management team. The loss of the services
of any key personnel could materially adversely affect the Issuer’s business, results of operations, financial
condition and prospects.
Operational Risk
Operational risk and losses at the Principal Companies can result from fraud, errors by employees, failure
to document transactions properly or to obtain proper internal authorisation, failure to comply with
regulatory requirements and conduct of business rules, systems and equipment failures, natural disasters
or the failure of external systems (for example, those of counterparties or vendors) which may have an
impact on the Issuer’s performance. KIPCO and its Principal Companies has an operational risk framework
which it uses to manage operational risk by identifying, measuring, controlling, monitoring and reporting
risks. Although this framework has been implemented, it is not possible to eliminate entirely each of these
operational risks.
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Cyber Security Risk
The Issuer and its Principal Companies are dependent on their information and technology systems
which are subject to potential cyber-attack. The Issuer owns stakes in internet facing businesses, such
as banking, insurance and Pay-Tv, which are at risk of cyber-attack. Sophisticated cyber actors exploit
vulnerabilities to steal information and money and develop capabilities to disrupt, destroy, or threaten the
delivery of services. Such attacks can cause considerable financial and reputational damage to the Issuer
or its subsidiaries. The Issuer and its Principal Companies have systems in place to adequately manage
cyber-security risk and continually review and update their current processes in response to new threats.
However, given the increasing sophistication and scope of potential cyber-attacks, it is not possible to
eliminate entirely the risks to significant breaches of security, which could disrupt business, result in the
disclosure of confidential information, create significant financial and/or legal exposure and damage the
reputation of the Issuer and/or its Principal Companies.
The Issuer’s banking subsidiaries are exposed to reputational risks related to their operations and
industry
All financial institutions depend on the trust and confidence of their customers to succeed in their
business. The Issuer’s subsidiaries in the banking business are exposed to the risk that litigation,
misconduct, operational failures, negative publicity and press speculation, whether or not valid, will harm
their reputation. The reputation of the Issuer’s subsidiaries in the banking business may also be adversely
affected by the conduct of third parties over whom they have no control, including entities to which they
lend money or in which they have invested. For example, if a bank’s borrower becomes associated with
financial scandals or widely publicised improper behaviour, the lender’s own reputation may be affected.
This in turn may impact on its financial condition and that of the Issuer.
Regulatory risks relating to the Issuer’s banking Subsidiaries
The Issuer’s banking subsidiaries are highly regulated entities. Changes to applicable laws or regulations,
the interpretation or enforcement of such laws or regulations or the failure to comply with such laws or
regulations or a change in the capital treatment of the bank’s instruments could have an adverse impact
on the banking subsidiaries’ business. In such an event the Issuer’s returns and dividends received from the
banking Subsidiaries may be adversely affected.
The Basel Committee on Banking Regulation and Supervisory Practices (the “Basel Committee”) has set
international standards for the capital adequacy of banks. The capital adequacy level maintained by the
banking subsidiaries currently exceeds the minimum requirements set out by each relevant regulatory
authority. However, if the banking subsidiaries’ loan portfolios grow significantly, or if the level of loan
impairments increases, and the banking subsidiaries fail to generate a sufficient level of profits to ensure
consistent growth in equity through retained earnings, or if any of the banks’ instruments lose their capital
treatment as a result of a change in the guidelines on capital adequacy issued by the Basel Committee,
or corresponding implementing measures as implemented by the relevant regulatory authority, the
respective banking subsidiary may need to raise new capital to maintain the minimum capital adequacy
ratios set by the relevant regulatory authority. In such an event the Issuer’s returns and dividends received
from the banking Subsidiaries may be adversely affected. See also “Risk Factors – Legal and regulatory
systems may create an uncertain environment for investment and business activities”.
The Issuer’s banking Subsidiaries have significant credit-related contingent liabilities and commitments
that may lead to potential losses
As part of their normal banking business, the Issuer’s banking subsidiaries issue guarantees, letters of
credit and acceptances which are accounted for off their balance sheets until such time as they are actually
funded or cancelled. In addition, each of these entities makes irrevocable commitments to advance credit
to their customers. Although these commitments are contingent, they nonetheless subject the Issuer’s
banking subsidiaries to both credit and liquidity risks.
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Although the Issuer’s banking subsidiaries anticipate that only a portion of their obligations in respect
of these commitments will be triggered, these subsidiaries may need to make payments in respect of a
greater portion of such commitments, particularly in cases where there has been a general deterioration
in market conditions. This would result in the respective bank needing to obtain additional funding,
potentially at relatively short notice, which could have an adverse effect on its financial condition and
results of operations and hence the financial condition of the Issuer.
The Issuer’s banking Subsidiaries are exposed to various risks resulting from fluctuations in interest
rate and exchange rate levels
The Issuer’s banking Subsidiaries are exposed to fluctuations in interest rates and foreign exchange, as
well as bond and equity price risks. Changes in interest rate levels, yield curves and spreads may affect the
interest rate margin realised between the Issuer’s lending and investment activities and their respective
borrowing costs, and the values of assets that are sensitive to interest rate and spread changes. An increase
in interest rates generally may decrease the value of fixed rate loans and raise funding cost which could
materially adversely affect the Issuer’s business, results of operations, financial condition and prospects.
The results of the Issuer’s insurance operations could be adversely affected by a failure to accurately
access underwriting risks and by catastrophic events
The Issuer, through GIG, operates in both the life and non-life segments of the insurance market, namely
property and casualty, life and health, motor and marine and aviation. A key factor impacting on the
success of the Group’s insurance business is its ability to accurately assess the risks associated with the
insurance offered. If the Group fails to accurately assess the risks, it may fail to establish adequate premium
rates to cover its losses.
The Group’s participation in the particular areas of insurance in which it competes means that its business is
exposed to unpredictable catastrophic events, including weather-related and other natural catastrophes,
as well as acts of terrorism. Projections of possible losses from future catastrophic events of varying types
and magnitudes are used as a strategic underwriting tool. These loss projections are used to estimate
potential catastrophic losses in certain geographic areas and to assist in the making of decisions on the
purchase of reinsurance or other actions to limit the extent of potential losses in a given geographic area.
These loss projections are approximations, reliant on a mix of quantitative and qualitative processes, and
actual losses may exceed the projections by a material amount, resulting in a material adverse effect on
the Group’s insurance business, results of operations, financial condition and prospects.
The failure of the Issuer’s insurance policy holders, intermediaries and reinsurers to satisfy their
obligations to the Issuer could reduce its net income
In accordance with industry practice, the Issuer’s insurance business has uncollateralised receivables from
insurance policy holders, agent and brokers and/or relies on agents and brokers to process its payments.
The Issuer may not be able to collect amounts due from insurance policy holders, agents and brokers,
resulting in a reduction to net income.
The Issuer is also subject to the credit risk of counterparties in connection with reinsurance arrangements,
and insurance sharing arrangements in the oil and aviation insurance lines, because the transfer of risk
to a counterparty does not relieve the Issuer of its liability to the insurance policy holders. In addition,
counterparties may be unwilling to pay the Issuer even though they are able to do so. The failure of one
or more of the Issuer’s counterparties to honour their obligations in a timely fashion would impact the
Issuer’s cash flow, reduce its net income and could cause the Issuer to incur a significant loss, which could
have a material adverse effect on its business, financial condition, results of operations and prospects.
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The Issuer’s Pay-Tv business may suffer if it cannot acquire or retain attractive content for the Pay-Tv
services it offers
The Issuer’s success in growing the customer base of OSN, depends substantially on OSN’s ability to
secure, retain, renew or continue to obtain attractive film, sports and other programming on commercially
reasonable terms. In general, the OSN’s studio programming content agreements are up for renewal from
time to time. The Issuer cannot predict whether OSN’s supplier will renew or extend their relationship on
commercially reasonable or acceptable terms or at all. An increase in competitors in the Pay-Tv markets
in which OSN competes will also make it harder for it to obtain desirable content. In the event that
programming arrangements are not renewed or are cancelled, or competitors obtain rights to content
sought by OSN, it will be required to seek alternative content from other sources. There can be no assurance
that such alternative content will be available timely and on commercially reasonable terms or that it
would appeal to the OSN’s customers.
OSN’s ability to obtain attractive content for its Pay-Tv services may also be adversely affected by changes
in customer viewing tastes or changes in regulatory controls over content which result in a need to source
more conservative content. Such changes in what is considered to be attractive content may have an
adverse impact on OSN as it currently relies on its premium western content as a core strength and it
may not be able to adapt to a new content strategy (or be able to source new content) quickly or on
commercially reasonable terms. Failure to secure, retain or renew attractive content, or increased costs in
connection with doing so, may result in loss of market share and could have a material adverse effect on
its business, financial condition, results of operations and prospects.
In addition, OSN is dependent on satellites which it does not own or operate to deliver content to subscribers.
Satellites are subject to significant risks, such as malfunction, damage and destruction that may prevent or
impair proper commercial operations. OSN’s ability to transmit its programming following the end of the
expected useful lives of the satellites it is currently using and to broadcast additional channels in the future
depends on its ability to obtain rights to arrangements for satellite transponder capacity. In the event of
satellite failure, OSN would need to make alternative arrangements for transponder capacity, which it may
not be able to do on commercially reasonable terms or at all.
The success of the Issuer’s Pay-Tv operations will largely depend on its ability to retain existing customers
and gain new subscribers. Factors that may impede customer base growth include the current prevalence
of piracy and the highly competitive environment. The Issuer cannot give an assurance that OSN will be able
to obtain attractive content or that attractive content will be sufficient to reduce customer deactivations
and gain new subscribers. As a result, the deactivation rate may adversely impact on its ability to grow its
customer base and improve profitability.
The Issuer may be adversely affected if its strategic options regarding its Pay-Tv business are not
realised on satisfactory terms
The Issuer is exploring several strategic options in relation to OSN, in line with its strategy of ongoing
review of its assets. It has engaged an international investment banker for this purpose. The strategic
options include: (i) refocusing the business back to profitability through resizing of the business, content
optimisation and digital product offerings; (ii) introducing strategic partners; and (iii) disposal of its
interests in OSN. The investment has been classified as “Non-current asset held for sale” in accordance with
IFRS 5 - Non-Current Assets held for sale and discontinued operations (“IFRS 5”) in KIPCO’s consolidated
statement of financial position as at 31 December 2018. There is no assurance that a plan to resize the
business (including by way of content optimisation) will be realised on satisfactory terms. There is also no
assurance that OSN will be successful in its digital product offerings. Furthermore, there is no assurance
that a transaction such as a partnership or disposal will be available or realised on satisfactory terms or that
it will result in any improvement of KIPCO’s benefits from owning OSN
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The Issuer may be affected by risks inherent in the development for sale of real estate
The Issuer is directly, through its real estate business, and indirectly, through its banking businesses,
exposed to risks associated with the real estate markets in the GCC and MENA regions. The Group
companies, carrying out real estate business for the Group, acquire interests in undeveloped land or
underdeveloped real property with a view to the development and sale of the real property in the future.
The Group companies in the real estate industry are subject to the risks normally associated with such
assets and development activities, including risks relating to the uncertainty of return on investment,
inflated real estate prices as a result of speculative market activities, availability and timely receipt of
zoning and other regulatory or environmental approvals, the cost and timely completion of construction
(including risks beyond the control of the Group companies in the real estate industry, such as weather
or labour conditions or shortages of materials) and the availability of both construction and permanent
financing on favourable terms as a result of increased competition for attractive real estate opportunities.
The Issuer is also indirectly exposed to a correction in the GCC and MENA real estate market through its
investments held by Group companies in the real estate industry, and through banking activities, including
and the provision of financing for real estate purchases and development projects. Any decline in the real
estate markets may affect the ability of customers to meet their loan obligations, the value of any collateral
held by the Group, or decrease the amount of financing activities in the future. If any of the foregoing were
to occur, it could materially adversely affect the Group’s business, results of operations, financial condition
and prospects.
RISKS RELATED TO THE ISSUE SHARES
Liquidity and volatility in the Share price
Subscribers may not be able to resell their Shares (including the Issue Shares) at or above the Offer Price,
or at all, as the market price of the Shares after the Offering may be adversely affected by factors within
and outside the Issuer’s control, including, but not limited to, variations in the Issuer’s results of operations,
market conditions, or changes in Government regulations.
Subscribers should be aware that the value of an investment in the Shares (including the Issue Shares)
may go down as well as up. The market price of the Issue Shares could be volatile and subject to significant
fluctuations due to a change in sentiment in the market regarding the Issue Shares. Stock markets have,
from time to time, experienced significant price and volume fluctuations that have affected market prices
for securities and which may be unrelated to the Issuer’s performance or prospects. Furthermore, the
Issuer’s operating results and prospects from time to time may be below the expectation of market analysts
and the market generally. Any of these events could result in a decline in the market price of the Shares.
Dividend payments
The Issue Shares will be entitled to receive any dividends declared by the Issuer in the future. (The Issuer
intends to maintain a dividend policy which has due regard to sustainable levels of dividend distribution
and which reflects the Issuer’s view on the outlook for sustainable recurring earnings. The Issuer does not
aim to create reserves that are not available for distribution to Shareholders other than those required by
law. The Issuer intends to pay dividends when the Board of Directors considers it appropriate). Furthermore,
the dividend policy of the Issuer may change from time to time.
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Dilution of existing shareholdings
If Eligible Shareholders do not take up their rights by the latest date for receipt of applications and payments
in full that are set out in this Prospectus, their proportionate ownership and voting interests in the Issuer
will be reduced and the percentage that their Existing Shares represent in the share capital of the Issuer
immediately following the Offering will be reduced accordingly. In addition, Eligible Shareholders as at the
Record Date who take up their rights in full may suffer some dilution of their interest in the Issuer as their
entitlement will be rounded down to the nearest whole number of Issue Shares. Such Shareholders may,
in the event of availability of unsubscribed Issue Shares, be able to subscribe for Additional Issue Shares,
which may enable them to maintain or increase their proportionate interest in the Issuer.
Taxation risks on payments
The application and enforcement of the Kuwaiti income tax regime is uncertain, and holders of the Issue
Shares which are “non-GCC corporate entities” may become subject to the Kuwaiti income tax regime in
certain limited circumstances.
The application and enforcement of the Kuwaiti income tax regime to holders of the Issue Shares which are
“non-GCC corporate entities” (as defined in “Taxation”) is uncertain. There is a possibility that any holder
of the Issue Shares which is a non-GCC corporate entity may become subject to the Kuwaiti income tax
regime in the future, should the Department of Income Tax (the “DIT”) at the Kuwaiti Ministry of Finance
and/or the Kuwaiti courts determine that the income received by a holder of the Issue Shares in respect of
any Issue Shares is taxable notwithstanding the Tax Exemptions (as defined and explained in “Taxation”)
As at the date of this prospectus, there has been no official statement made publicly by the DIT regarding its
interpretation of, and/ or application of, the Tax Exemptions in the context of a transaction such as the issue
of the Issue Shares. Similarly, the Kuwaiti courts (who will be the final arbiters on the matter) have not been
required to interpret such requirement to date. Although there has been no precedent of the DIT enforcing
the imposition of income tax on non-GCC corporate entity shareholders in the circumstances described
above, it is not possible to state definitively how the DIT and/or the Kuwaiti courts may implement or
enforce the Taxation Laws (as defined in “Taxation”) and the Tax Exemption in practice. Furthermore, the
DIT has to date not always adopted consistent rulings on Kuwaiti tax matters more generally.
If the DIT and/or the Kuwaiti courts were to determine that the income received by a holder of Issue Shares
which is a non-GCC corporate entity in respect of any Issue Shares held by it is taxable, then such nonGCC corporate entity would become subject to the Kuwaiti income tax regime, which requires income
tax (at a rate of 15 per cent.) to be levied on the net income and possibly capital gains of such non-GCC
corporate entities, and imposes certain disclosure and reporting obligations on persons subject to such
regime (which would include an obligation to file a tax return in Kuwait). In addition, a deduction of five
per cent. of the amount of any payments made by the Issuer directly to the holders of the Issue Shares may
be applied in certain circumstances, pending resolution of their tax position. See “Taxation” – Retention for
further details.
Whilst the application and enforcement of the Kuwaiti income tax regime remains uncertain, there can be
no assurance that holders of Issue Shares which are “non-GCC corporate entities” will not become subject
to such regime in the circumstances described above. Prospective subscribers for the Issue Shares are
advised to consult their tax advisers as to the consequences under Kuwaiti and other applicable tax laws
of acquiring, holding and disposing of the Issue Shares and receiving payments under the Issue Shares.
See “Taxation” for further details.
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Kuwait may introduce Corporate Income Tax on Kuwaiti and other Companies and Value Added Taxes
The Issuer is not currently subject to corporation tax on its earnings within Kuwait. However, on 14 March
2016 the Kuwait Cabinet of Ministers approved plans to implement a corporate tax of 10 per cent. on
the annual profits of Kuwaiti incorporated entities (the “Proposed Corporate Income Tax”), including
Partnerships, Funds, Sole Partnership and Trusts, similar companies established under the laws of a foreign
country and individuals, enterprises or sole traders (other than incorporated companies) who are carrying
on a business in Kuwait which may be applicable to the Issuer for future financial years. As at the date of
this Prospectus, the Proposed Corporate Income Tax does not have the force of law until such time as it has
been approved by the Kuwaiti Parliament, signed by the Amir and published in the Official Gazette. It is
currently uncertain as to whether the Proposed Corporate Income Tax will be promulgated into law in the
form in which it has been proposed by the Cabinet of Ministers, or at all. If the Kuwaiti authorities impose
new tax regimes on the Issuer (whether in the form of the Proposed Corporate Income Tax or otherwise) or
introduce any other changes in tax laws which make doing business in Kuwait less attractive, this may have
a material adverse effect on the Issuer’s business, results of operations, cash flows and financial condition.
The Proposed Corporate Income Tax also provides for Withholding taxes (WHT) to be imposed on payments
to nonresident entities. Currently the Proposed Corporate Income Tax provides for WHT on royalties,
interest and technical fees at 10% and insurance premiums at 5%, but not on dividends.
The GCC Value Added Tax Framework (the “GCC VAT Framework”) was finalized, approved and formally
announced in 2017 and some of GCC countries have already implemented Value Added Tax (“VAT”)
regimes in 2018. However, as of the date of this Prospectus, the VAT regime has not yet been implemented
in Kuwait although Kuwait has committed to do so under the GCC VAT Framework. Therefore, it is not
possible to state how VAT may affect the Issuer in Kuwait at this time and whether any exemptions, zero
ratings or refunds that may be included in the VAT regime may be available to the Issuer. As such, any
implementation of the VAT regime in locations where the Issuer has business may have a material adverse
effect on the Issuer’s business, results of operations, cash flows and financial condition.
Change in Law
No assurance can be given as to the impact of any possible change to Kuwaiti law or to administrative
practice after the date of the Prospectus, nor can any assurance by given as to whether any such change
could adversely affect the ability of the Issuer to make payments and/or make deliveries under the Issue
Shares, as applicable.
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TAXATION
The following is a summary description of certain Kuwaiti tax considerations relating to the Issue Shares.
It does not purport to be a complete analysis of all tax considerations relating to the Shares, whether in
Kuwait or elsewhere. Prospective subscribers of Issue Shares should consult their tax advisers as to the
consequences under the tax laws of the country in which they are resident for tax purposes and the tax
laws of Kuwait of acquiring, holding and disposing of Issue Shares and receiving payments under the Issue
Shares and the consequences of such actions under the tax laws of the State of Kuwait. This summary is
based upon the law as in effect on the date of this Prospectus and is subject to any change in law that may
take effect after such date.
This summary of taxation in Kuwait is based on the Kuwait Income Tax Decree No. 3 of 1955 (the “Decree”),
as amended by Law No. 2 of 2008 “Amending Certain Provisions of Kuwait Income Tax Decree No. 3 of 1955”
(the “Amendment”), the Executive Bylaws of the Amendment (the “Regulations”), and various ministerial
resolutions and circulars relating thereto issued by the Ministry of Finance (the “MOF”) (together, the
“Taxation Laws”) as interpreted and implemented by the MOF’s Department of Income Tax (“DIT”) as at
the date of this Prospectus. Any subsequent changes in either the Taxation Laws or the interpretation or
implementation of the same by the DIT would alter and affect this summary.
Income Tax
Under the Taxation Laws, income tax (at a flat rate of 15 per cent.) is levied on, inter alia, the net income
and capital gains realized by any corporate entity (interpreted by the DIT to mean any form of company
or partnership), wherever incorporated, that conducts business in Kuwait. However, the DIT to date has
granted a concession to such corporate entities incorporated in Kuwait or in any other GCC country (being
referred to in this Prospectus as GCC corporate entities) and has only imposed income tax on corporate
entities which are not GCC corporate entities (being referred to in this Prospectus as non-GCC corporate
entities) which, for the avoidance of doubt, includes shareholders of GCC corporate entities which are
themselves non-GCC corporate entities, in each case, conducting business in Kuwait. The following
paragraphs in this section are therefore applicable only to non-GCC corporate entities.
Notwithstanding the above, the Article 8(1) of the Regulations have exempted capital gains from the
trading of listed company shares on Boursa Kuwait (the “Capital Gain Exemption”) and the recently
implemented Law No. 22 of 2015 amending Law No. 7 of 2010 (the “CMA Amendment”) provides that
“yields of securities, bonds, finance sukuk and all other similar securities regardless of the Issuer thereof
shall be exempted from tax” (Article 150 bis of the CMA Amendment) (the “Dividend Exemption”, and
together with the Capital Gain Exemption, the “Tax Exemptions”). Although the Tax Exemptions are yet
to be tested, they clearly provide for a tax exemption to the holders of securities such as, for example, the
Issue Shares. Notwithstanding the foregoing, the application and enforcement of the Kuwaiti income tax
regime remains uncertain, especially as a result of the lack of DIT and/or Kuwaiti court precedent referred
to above and as a result of the fact that the DIT has to date not always adopted consistent rulings on
Kuwaiti tax matters more generally. Accordingly, prospective investors in the Issue Shares are advised
that there remains a possibility that any holder of Issue Shares which is a non-GCC corporate entity may
become subject to the Kuwaiti income tax regime in the future (which would include an obligation to file
an income tax return in Kuwait).
Individuals are not subject to any Kuwaiti income tax on their income or capital gains.
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Retention
Under the Regulations, a Kuwaiti-based party making such a payment (being referred to in this section as
the “payer”) to any other party (being referred to in this section as the “payee”), wherever incorporated,
is obliged to deduct five per cent of the amount of each such payment until such time as the DIT issues
a tax clearance certificate approving the release of such amount. The payer is not required to transfer
the deducted amount to the DIT immediately, but instead retains such amount and releases it either (i)
to the payee upon presentation to the payer by such payee of a tax clearance certificate from the DIT
confirming that the payee is not subject to or is exempt from income tax, or has realized a loss, or has paid
or guaranteed the payment of its income tax; or (ii) in the absence of such a tax clearance certificate, to the
DIT, on demand. According to a literal interpretation of the Regulations, payments which are subject to a
deduction as described above would include dividend payments.
Although payments made by the Issuer would likely not be subject to retention because of the Tax
Exemptions, there is a lack of guidance on this issue currently from the DIT, and as such, there is a remote
possibility that retention could apply, in the event of which, the Issuer would be required to deduct five
per cent. from every payment made by it to the holders of Shares, which amount would be released by the
Issuer upon presentation to it by the relevant holder of Shares of a tax clearance certificate from the DIT.
Other taxes
Save as described above, all payments in respect of the Issue Shares may be made without withholding,
deduction or retention for, or on account of, present taxes, duties, assessments or governmental charges
of whatsoever nature imposed or levied by or on behalf of Kuwait.
No stamp, registration or similar duties or taxes will be payable in Kuwait by holders of Issue Shares in
connection with the issue or any transfer of the Issue Shares.
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MAJOR CONTRACTS
KIPCO has not entered into any major contracts outside of its area of activities (which is to make and
manage investments across several sectors) except as described in the prospectus description of business).
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GENERAL INFORMATION
Capital Markets Authority
The CMA in Kuwait is the regulating authority in charge of, as per the Capital Markets Law No. 7 of 2010 and
its executive regulations as amended by Decision No. (72) of 2015 issued on 10 November 2015, regulating
the issuance of securities in Kuwait and to issue the required licenses and approvals for the Offering.
Regulatory Authorities
The Capital Markets Authority in Kuwait (in addition to the CBK in respect of banks and financial institutions
regulated by the CBK), is the regulating authority in charge of issuing the required licenses and approvals
for the Offering in Kuwait.
Significant or Material Change
Except as disclosed in this Prospectus, there has been no significant change in the financial or trading
position of the Company since 31 December 2018 and no material adverse change in prospects of the
Company since 31 December 2018.
Auditors
The Company’s appointed Auditors are Ernst & Young (Al Aiban, Al Osaimi & Partners) and RSM Albazie &
Co.
The Company’s consolidated financial statements as at and for the years ended, 31 December 2016, 31
December 2017, and 31 December 2018 have been jointly audited by Ernst & Young (Al Aiban, Al Osaimi
and Partners) with license no. 207 A and RSM Albazie & Co. with license no. 91 A in each case without
qualification.
Litigation
The Issuer is not and has not been involved in any governmental, legal or arbitration proceedings (including
any such proceedings which are pending or threatened of which the Issuer is aware) since the date of its
incorporation which may have or have in such period had a significant effect on the financial position or
profitability of the Issuer. Neither the Company nor any member of the Group has been involved in any
governmental, legal or arbitration proceedings (including any such proceedings which are pending or
threatened of which the Group is aware) which may have or has had in the recent past significant effects
on the financial position or profitability of the Issuer.
Resolutions of the Board of Directors and Shareholders Assembly
The Issue Shares shall be issued pursuant to the Kuwait Capital Markets Law No. 7 of 2010 and its Executive
Regulations as amended and the Companies Law No. 1 of 2016.
The authorized capital of the Issuer had been previously increased to KD 200,000,000 by resolution of the
Extra-Ordinary General Assembly passed on 31 March 2014. Approval to the increase of issued and paid
up capital by the issuance of the Issue Shares has been granted by the Board of Directors of the Issuer
on 31st January, 2019. Board of Directors of the Issuer has set the Offering Price of the Issued Shares on
12 June 2019.
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Official Consent
Approval to the issuance of the Issue Shares has been granted by the CMA on 17 March 2019 for the Issuer
to issue the Issue Shares. The approval to the marketing and offering of the Issue Shares has been granted
by the CMA on 9 June 2019.
Clearance
The clearing of the shares transaction shall be completed through the Kuwait Clearing Company K.S.C.
Control/Supervision of the Company
The Issuer is a holding company as per the provisions of the Kuwait Companies Law No. 1 of 2016 (as
amended). Therefore, the Company is subject to the control/supervision of the Ministry of Commerce and
Industry in Kuwait.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P.
Report on the Audit of the Consolidated Financial Statements
Opinion
We have audited the consolidated financial statements of Kuwait Projects Company Holding
K.S.C.P. (the “Parent Company”) and its subsidiaries (collectively the “Group”), which comprise
the consolidated statement of financial position as at 31 December 2018, and the consolidated
income statement, consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated cash flow statement for the year then ended, and notes to the
consolidated financial statements, including a summary significant accounting policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2018, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards.
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is provided in that context.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)
Expected credit losses (ECL) on loans and advances
Loans and advances of the Group’s commercial banking subsidiaries represent a significant
part of the total assets. The implementation of IFRS 9: Financial Instruments (IFRS 9)
significantly changed the approach to determine the provisions against financial assets and
incorporated a more forward-looking approach to determine the recoverability of the financial
assets. IFRS 9 replaced the ‘incurred loss’ approach under IAS 39: Financial Instruments –
Recognition and Measurement (IAS 39) with a forward looking ECL approach. Under IFRS 9,
ECL are recognised on initial recognition based on expectations of potential credit losses at the
time of initial recognition, and then continuously remeasured to reflect changes to the credit
risk characteristics.
This forward looking approach requires the management to make judgements and assumptions
regarding the counterparties to assess the level of ECL to be recognised against the credit
exposures. Because of the complexity of requirements under IFRS 9, significance of judgements
applied and the Group’s exposure to loans and advances forming a major portion of the Group’s
assets, ECL for loans and advances is considered as a key audit matter.
As part of our audit of the commercial banking subsidiaries our audit procedures included:
·

Gaining an understanding of the Group’s key credit processes comprising granting, booking,
monitoring and provisioning and testing the operating effectiveness of key controls over these
processes;

·

We obtained the understanding of the design and tested the operating effectiveness of relevant
controls over ECL model, including model build and approval, ongoing monitoring /
validation, model governance and arithmetical accuracy. We have also checked completeness
and accuracy of the data used and the reasonableness of the management assumptions;
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)
Expected credit losses (ECL) on loans and advances (continued)
·

We understood and assessed the significant modeling assumptions for exposures as well as
overlays with a focus on:
§ Key modeling assumptions adopted by the Group; and
§ Basis for and data used to determine overlays.

·

We assessed:
§ the Group’s IFRS 9 based impairment provisioning policy including significant increase
in credit risk criteria with the requirements of IFRS 9;
§ the Group’s ECL modeling techniques and methodology against the requirements of
IFRS 9; and
§ the soundness of the Group’s loan grading processes and mathematical integrity of the
models.

·

For a sample of exposures, we performed procedures to evaluate:
§ Appropriateness of exposure at default, probability of default and loss given default
(including collateral values used) in the calculation of ECL;
§ Timely identification of exposures with a significant increase in credit risk and
appropriateness of the Group’s staging; and
§ ECL calculation.

·

For forward looking information used by the Group’s management in its ECL calculations,
we held discussions with management and checked internal approvals by management for
the economic outlook used for purposes of calculating ECL.

We further considered the adequacy of the disclosures in the consolidated financial statements in
relation to impairment of loans and advances as required under IFRS 9. Refer to the critical
accounting estimates and judgements and disclosures of loans and advances in Note 2.7 and 4 to
the consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)
Impairment testing of investment in associates
The Group has interests in number of associates which are significant to the Group’s consolidated
financial statements. The Group’s carrying value of its investments in Qurain Petrochemical
Industries Company K.S.C.P. (“QPIC”), Gulf Insurance Group K.S.C.P. (“GIG”) and Advance
Technology Company K.S.C.P. (“ATC”) are significantly higher than the proportion of equity
attributable to Group’s ownership interest in these associates. Significant management judgement
is required in determining the investment’s recoverable amount based on its value-in-use. The
projected future cash flows and discount rates used by the Group in determining the investment’s
value-in-use are subject to estimation uncertainty and sensitivity. Therefore, we considered this
as a key audit matter.
Our audit procedures included, amongst others:
· We involved our valuation specialists to assist us in assessment of the Group’s methodology
and testing the key assumptions used by the Group to calculate value-in-use of the
investments in associates.
· We evaluated the reasonableness of the cash flow projections and considered the
appropriateness of key inputs such as long-term growth rates used to extrapolate these cash
flows and the discount rate and compared these to available external data.
We also assessed the adequacy of the Group's disclosure in Note 8 of the consolidated financial
statements.
Impairment testing of goodwill and intangible assets
Impairment testing of goodwill and intangible assets performed by the management was
significant to our audit because the assessment of the recoverable amount of goodwill and
intangible assets under the value-in-use basis is complex and requires considerable judgment on
the part of management. Estimates of future cash flows are based on management’s views of
variables such as the interest margins, discount rates, market share assumptions, projected growth
rates and economic conditions such as the economic growth and expected inflation rates. We
considered this area to be as key audit matter.
Our audit procedures included, amongst others:
· We involved our valuation experts to assist us in evaluating the appropriateness of the
valuation model and testing key assumptions used in the impairment analysis, such as the
discount rate and terminal growth rate.
· We also evaluated the sensitivity analyses performed by management around key
assumptions noted above and challenged the outcomes of the assessment.
Furthermore, we assessed the adequacy of the Group’s disclosures included in Note 10 of the
consolidated financial statements related to those assumptions. The Group’s policy on
impairment testing is disclosed in Note 2 of the consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)
Valuation of investment properties
Investment properties are significant to the Group’s consolidated financial statements. The
management determines the fair value of its investment properties and uses external appraisers
to support the valuation. The valuation of the investment properties at fair value is highly
dependent on estimates and assumptions, such as average net initial yield, reversionary yield,
inflation rate, vacancy rates, growth in rental rates, market knowledge and historical transactions.
Given the size and complexity of the valuation of investment properties and the importance of
the disclosures relating to the assumptions used in the valuation, we considered this as a key
audit matter.
Our audit procedures included, amongst others:
· We evaluated the quality and objectivity of the valuation process and the independence and
expertise of external appraisers. We also evaluated the accuracy of the property data provided
by the Group to the external appraisers, which are used as input for the purpose of valuations.
· We have assessed the appropriateness and reasonableness of the valuation methodologies,
key assumptions and estimates used in the valuations on a sample basis, based on evidence
of comparable market transactions and other publicly available information of the property
industry.
We further evaluated the management’s sensitivity analysis to ascertain the impact of reasonably
possible changes to key assumptions on the fair value of investment properties. We also assessed
the adequacy of the disclosures relating to the assumptions and sensitivity of such assumptions
in Note 9 of the consolidated financial statements.
Valuation of derivative financial instruments
The Group has significant derivative financial instruments, the valuation of which is determined
through the application of valuation techniques, which often involve the exercise of judgement
and the use of assumptions and estimates. Due to the significance of derivative financial
instruments and the related estimation uncertainty, this was considered as a key audit matter.
Our audit procedures included, amongst others:
· We involved our valuation specialists to assist us in evaluation of the methodologies, inputs
and assumptions used by the Group in determining the fair values of the derivative financial
instruments.
· We challenged inputs used to externally available market data to assess whether appropriate
assumptions were used in the valuation.
· We also compared valuations derived from our internal valuation model, for a sample of
instruments, to the fair values determined by the Group.
Further we evaluated the adequacy of the Group’s disclosures in Note 27 in the consolidated
financial statements about the valuation basis and inputs used in the fair value measurement.
FS - 8

5

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Other information included in the Group’s 2018 Annual Report
Management is responsible for the other information. Other information consists of the
information included in the Group’s 2018 Annual Report, other than the consolidated financial
statements and our auditors’ report thereon. We obtained the report of the Parent Company’s
Board of Directors prior to the date of our auditors’ report, and we expect to obtain the remaining
sections of the Annual Report after the date of our auditors’ report.
Our opinion on the consolidated financial statements does not cover the other information and
we do not and will not express any form of assurance conclusion thereon.
In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information identified above and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed on the other information that we obtained prior to the date of this auditor’s report, we
conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.
Those Charged with Governance are responsible for overseeing the Group’s financial reporting
process.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:
· Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
· Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.
· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
· Conclude on the appropriateness of management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
· Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.
· Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the
current year and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

8
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
KUWAIT PROJECTS COMPANY HOLDING K.S.C.P. (continued)
Report on the Audit of the Consolidated Financial Statements (continued)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
· Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.
· Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the
current year and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2018

Continuing operations:
Income:
Interest income
Investment income
Fees and commission income
Share of results of associates
Digital satellite network services income
Educational service income
Hospitality and real estate income
Manufacturing and distribution income
Other income
Foreign exchange gain

Notes

18
19

Income
Expenses:
Interest expense
Digital satellite network services expense
Hospitality and real estate expense
Educational service expenses
Manufacturing and distribution expense
General and administrative expenses
Depreciation and amortization

Profit before taxation from continuing operations
Taxation

20

445,206
36,575
60,852
18,413
13,599
26,981
109,398
21,135
30,382
11,827

386,469
70,899
52,995
12,756
14,193
93,740
24,657
18,050
12,030

─────────

─────────

─────────

─────────

297,830
10,782
82,601
16,013
19,653
192,391
20,555

248,121
10,668
66,757
21,285
184,750
22,125

4&26
23
21

─────────

─────────

─────────

134,543
(7,838)
(9,330)
(220)

Profit for the year

─────────

─────────

─────────

─────────

(22,968)
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Diluted – attributable to equity holders of the Parent Company

22

EARNINGS PER SHARE FOR CONTINUING OPERATIONS:
Basic - attributable to the equity holders of the Parent Company

22

Diluted - attributable to the equity holders of the Parent Company

22

The attached notes 1 to 32 form part of these consolidated financial statements.
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92,677

(30,179)

─────────

═════════

═════════

28,279
55,513

23,572
38,926

62,498

─────────

─────────

═════════

═════════

Fils

22

108,281
(15,604)

─────────

83,792

EARNINGS PER SHARE:
Basic – attributable to equity holders of the Parent Company

132,083
(22,467)
(1,115)
(220)

─────────

117,155
(10,395)

83,792

Attributable to:
Equity holders of the Parent Company
Non controlling interest

553,706

─────────

106,760

31

685,789

─────────

639,825

Profit for the year from continuing operations
Discontinued operations:
Loss from discontinued operations

2017
KD 000’s

774,368

Expenses
Operating profit from continuing operations before provisions and
Directors' remuneration
Provision for credit losses
Provision for impairment of other financial & non-financial assets
Board of Directors’ remuneration

2018
KD 000’s

15.01

62,498
Fils

11.51

═════════

═════════

═════════

═════════

15.01
31.40

11.51
32.89

═════════

═════════

═════════

═════════

31.40

32.89

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018

2018
KD 000’s
Profit for the year
Other comprehensive income
Items that will not be reclassified subsequently to consolidated income
statement:
Net change in fair value of equity instruments at fair value through other
comprehensive income
Share of other comprehensive income from associates and joint venture

83,792

─────────

(27,604)
(1,286)

Total comprehensive income for the year
Attributable to:
Equity holders of the Parent Company
Non controlling interest

─────────

─────────

-

(3,786)
(43)
1,405

-

-

(1,422)
(1,780)
1,657
(20,640)

3,472
(25,937)
-

3,265

─────────

─────────

─────────

─────────

─────────

─────────

═════════

═════════

(53,779)
30,013

(7,173)
37,186

(18,920)
(18,920)
43,578

14,205
29,373

─────────

─────────

═════════

═════════

30,013

The attached notes 1 to 32 form part of these consolidated financial statements.
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─────────

(24,889)

Other comprehensive loss for the year

62,498

─────────

─────────

(28,890)

Items that are or will be reclassified subsequently to consolidated income
statement:
Debt instruments at fair value through other comprehensive income:
Net change in fair value during the year
Changes in allowance for expected credit losses
Net transfer to consolidated income statement
Financial assets available for sale:
Net fair value loss
Net transfer to consolidated income statement
Changes in fair value of cash flow hedge
Net foreign currency translation adjustment
Share of other comprehensive income from associates and
joint venture

2017
KD 000’s

43,578
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2018

Notes
OPERATING ACTIVITIES
Profit before taxation from continuing operations
Loss from discontinued operation
Profit before taxation
Adjustments to reconcile profit before taxation to net cash flows:
Interest income
Investment income
Share of results of associates
Interest expense
Depreciation and amortization
Provision for credit losses
Provision for impairment of other financial & non-financial assets
Share of results from discontinued operation
Foreign exchange loss (gain) on loans payable and medium-term notes
Provision for employee stock option plan
Changes in operating assets and liabilities:
Deposits with original maturities exceeding three months
Treasury bills and bonds
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Financial assets at fair value through other comprehensive income
Other assets
Properties held for trading
Due to banks and other financial institutions
Deposits from customers
Other liabilities
Dividends received
Interest received
Interest paid
Taxation paid

31

18

4&26
31
17

18

Net cash flows from operating activities
INVESTING ACTIVITIES
Net movement in investment properties
Purchase of financial assets held to maturity
Net movement in investment in associates
Proceeds from partial sale of beneficial interest in a media joint venture
Acquisition of subsidiaries, net of cash acquired
Dividends received from associates
Purchase of beneficial interest in a media joint venture
Additional subscription of shares in asset held for sale / media joint venture

24

Net cash flows used in investing activities
FINANCING ACTIVITIES
Proceeds from (repayment) of loans payable, net
Proceeds from medium term notes, net
Proceeds from bonds, net
Purchase of treasury shares
Proceeds from sale of treasury shares
Interest payment on perpetual capital securities
Dividends paid to equity holders of the Parent Company
Dividends paid to non controlling interest
Movement in non controlling interest
Net cash flows from financing activities
Net foreign exchange difference
NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at 1 January
CASH AND CASH EQUIVALENTS AT 31 DECEMBER

FS - 16
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The attached notes 1 to 32 form part of these consolidated financial statements.
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2018
KD 000’s
117,155
(22,968)
───────
94,187

2017
KD 000’s
108,281
(30,179)
───────

78,102

(445,206)
(36,575)
(18,413)
297,830
20,555
7,838
9,330
22,968
2,901
738
───────
(43,847)

(386,469)
(70,899)
(12,756)
248,121
22,125
22,467
1,115
30,179
(3,101)
822
───────
(70,294)

5,716
139,632
320,536
(34,300)
37,915
8,786
1,574
44,934
(241,597)
17,010
15,094
411,614
(297,412)
(15,362)
───────
370,293
───────

(6,830)
28,576
21,991
32,221
(70,363)
(63,803)
(3,268)
(265,497)
302,632
21,730
4,484
385,874
(249,798)
(18,305)
───────
49,350
───────

(91,460)
7,630
(7,129)
8,944
(30,910)
───────
(112,925)
───────

(12,998)
(6,717)
8,634
60,710
10,529
10,672
(60,430)
(28,074)
───────
(17,674)
───────

192,071
151,745
(5,012)
2,484
(11,187)
(13,571)
(11,575)
17,247
───────
322,202
───────
(24,651)
───────
554,919
1,559,770
───────
2,114,689
═══════

(8,832)
63,296
98,800
(4,146)
5,058
(11,261)
(33,354)
(12,097)
(13,048)
───────
84,416
───────
(11,365)
───────
104,727
1,455,043
───────
1,559,770
═══════
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-

-

-

───────

-

-

-

(5,012)
4,213
-

-

───────

(85,312)
-

───────

-

-

-

-

-

───────

106,821
-

───────

-

-

-

-

-

───────

106,546
-

-

───────

-

106,546

───────

-

-

364

-

(16,578)

───────

9,943
(16,578)

-

───────

9,206

737

───────

-

-

-

-

(18,874)

───────

(78,172)
(18,874)

-

───────

-

(78,172)

(1,621)
-

-

(12,551)

-

-

-

-

─────── ───────

-

-

-

(62)

-

─────── ───────

1,597
-

-

-

(1,621)

Other
reserve
KD 000’s

─────── ───────

-

1,597

ESOP
reserve
KD 000’s

───────

(7,247)
-

-

(364)

(13,355)
(7,368)
(1,729)
418

28,279

───────

109,291
28,279
-

957

───────

(129,877)

238,211

The attached notes 1 to 32 form part of these consolidated financial statements.
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146,440
-

-

1,003

───────

(192,322)

1,212,082

Total
equity
KD 000’s

───────

(3,940)
23,765
(13,066)

(11,575)

-

-

37,186

───────

───────

(11,187)
23,765
(25,617)

(11,575)

-

(13,355)
(5,012)
2,484
356

30,013

───────

554,762 1,020,763
55,513
83,792
(18,327)
(53,779)

46

───────

(71,651)

626,367

Non
controlling
interest
KD 000’s

277,063
146,440
587,132 1,010,635
══════ ══════ ══════ ══════

-

-

-

-

-

─────── ───────

(7,247)
(12,551)

-

-

(13,355)
(5,012)
2,484
356

(7,173)

─────── ───────

319,561
28,279
(35,452)

957

-

146,440

Perpetual
capital
securities
KD 000’s

─────── ───────

(120,671)

439,275

Retained
earnings
Total
KD 000’s KD 000’s

154,725
3,111
(86,111)
106,821
106,546
(6,271)
(97,046)
1,535
(14,172)
107,925
══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════

───────

-

-

───────

-

7,368
-

-

───────

3,111
-

-

───────

-

106,821

Statutory
reserve
KD 000’s

Foreign
Cumulative currency
Voluntary changes in translation
reserve
fair values
reserve
KD 000’s KD 000’s KD 000’s

Attributable to equity holders of the Parent Company

* Certain amounts shown here do not correspond to the consolidated financial statements as at 31 December 2017 and reflect adjustments made as detailed in note 2.

As at 31 December 2018

-

Total comprehensive (loss) income
Dividends for 2017 at 10 fils per share
(note 16)
Issue of bonus shares (note 16)
Purchase of treasury shares
Sale of treasury shares
Employees’ share based payment
Transfer to retained earnings on
derecognition of equity investments
carried at FVOCI
Dividends paid to non-controlling
interest
Interest payment on perpetual capital
securities
Acquisition of subsidiary (note 24)
Ownership changes in subsidiaries

───────

147,357
-

───────

-

───────

-

───────

-

-

-

-

(85,312)

Treasury
shares
KD 000’s

3,111

Share
premium
KD 000’s

147,357

Balance as at 1 January 2018 (restated)
Profit for the year
Other comprehensive loss

As at 1 January 2018 (restated) *
Transition adjustment on
adoption of IFRS 9 at 1
January 2018 (note 2.8)
Transition adjustment on
adoption of IFRS 15 at 1
January 2018

Share
capital
KD 000’s

For the year ended 31 December 2018

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
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-

-

───────

-

-

(4,146)
5,050
-

-

───────

(86,216)
-

───────

(86,216)
-

Treasury
shares
KD 000’s

───────

-

-

-

-

───────

106,821
-

───────

106,821
-

Statutory
reserve
KD 000’s

───────

-

-

-

-

───────

106,546
-

───────

106,546
-

───────

-

-

-

4,357

───────

(3,620)
4,357

───────

(3,620)
-

───────

-

-

-

(13,724)

───────

(64,448)
(13,724)

───────

(64,448)
(1,306)
-

63

(315)

-

-

-

─────── ───────

-

-

-

-

─────── ───────

1,534
-

(1,306)
-

Other
reserve
KD 000’s

─────── ───────

1,534
-

ESOP
reserve
KD 000’s

───────

(7,321)
124

-

(33,684)
8
83

23,572

───────

255,429
23,572
-

───────

261,692
(6,263)
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146,440
-

───────

───────

(3,940)
12,084
2,479

(12,097)

-

29,373

───────

───────

(11,261)
12,084
2,288

(12,097)

(33,684)
(4,146)
5,058
146

43,578

───────

598,468 1,210,116
38,926
62,498
(9,553)
(18,920)

───────

Total
Equity
KD 000’s
598,474 1,216,385
(6)
(6,269)

Non
controlling
interest
KD 000’s

439,275
146,440
626,367 1,212,082
══════ ══════ ══════ ══════

-

-

-

-

─────── ───────

(7,321)
(191)

-

(33,684)
(4,146)
5,058
146

14,205

─────── ───────

465,208
23,572
(9,367)

146,440
-

Perpetual
capital
securities
KD 000’s

─────── ───────

471,471
(6,263)

Retained
earnings
Total
KD 000’s KD 000’s

147,357
3,111
(85,312)
106,821
106,546
737
(78,172)
1,597
(1,621)
238,211
══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════

───────

-

-

───────

-

-

───────

-

-

───────

3,111
-

───────

3,111
-

Share
premium
KD 000’s

Foreign
Cumulative currency
Voluntary changes in translation
reserve
fair values
reserve
KD 000’s KD 000’s KD 000’s

Attributable to equity holders of the Parent Company

The attached notes 1 to 32 form part of these consolidated financial statements.

As at 31 December 2017

Total comprehensive income (loss)
Dividends for 2016 at 25 fils per share
(note 16)
Purchase of treasury shares
Sale of treasury shares
Employees’ share based payment
Dividends paid to non controlling
interest
Interest payment on perpetual capital
securities
Acquisition of subsidiary (note 24)
Ownership changes in subsidiaries

147,357
-

As at 1 January 2017 (Restated)
Profit for the year
Other comprehensive income (loss)

───────

147,357
-

As at 1 January 2017 (as previously
reported)
Effect of restatement (note 2.1)

Share
capital
KD 000’s

For the year ended 31 December 2018

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
1

CORPORATE INFORMATION

Kuwait Projects Company Holding K.S.C.P. (the “Parent Company”) is a public shareholding company registered
and incorporated under the laws of the State of Kuwait on 2 August 1975, and listed on the Boursa Kuwait. The
address of the Parent Company’s registered office is P.O. Box 23982, Safat 13100 - State of Kuwait.
The consolidated financial statements of the Parent Company and its subsidiaries (collectively the “Group”) for the
year ended 31 December 2018 were authorized for issue in accordance with a resolution of the Board of Directors
on, 21 March 2019 and are issued subject to the approval of the Annual General Assembly of the Shareholders’ of
the Parent Company. The Annual General Assembly of the Shareholders has the power to amend these consolidated
financial statements after issuance.
The principal activities of the Parent Company comprise the following:
1. Owning stocks and shares in Kuwaiti or non-Kuwaiti companies and shares in Kuwaiti or non-Kuwaiti limited
liability companies and participating in the establishment of, lending to and managing of these companies and
acting as a guarantor for these companies.
2. Lending money to companies in which it owns shares, guaranteeing them with third parties where the holding
parent company owns 20% or more of the capital of the borrowing company.
3. Owning industrial equities such as patents, industrial trademarks, royalties, or any other related rights and
franchising them to other companies or using them within or outside the state of Kuwait.
4. Owning real estate and moveable properties to conduct its operations within the limits as stipulated by law.
5. Employing excess funds available with the parent company by investing them in investment and real estate
portfolios managed by specialized companies.
The major shareholder of the Parent Company is Al Futtooh Holding Company K.S.C. (Closed).
2.1

BASIS OF PREPARATION

The consolidated financial statements have been prepared on a historical cost basis, except for financial assets at
fair value through profit or loss, financial assets at fair value through other comprehensive income, derivative
financial instruments and investment properties that have been measured at fair value. The carrying values of
recognized assets and liabilities that are designated as hedged items in fair value hedges that would otherwise be
carried at amortized cost are adjusted to record changes in the fair values attributable to the risks that are being
hedged in effective hedge relationships.
The consolidated financial statements are presented in Kuwaiti Dinars (“KD”) which is the functional currency of
the Parent Company, and all values are rounded to the nearest thousand except when otherwise indicated.
The comparative consolidated statement of financial position as at 31 December 2017 and the consolidated
comparative statement of changes in equity for the year ended 31 December 2017 have been restated in accordance
with IAS 8: ‘Accounting policies, changes in accounting estimates and errors’ to account for a decrease in the
Group’s ‘investment in a media joint venture’ by KD 5,667 thousand and ‘investment in associates’ by KD 602
thousand. The restatement resulted in a decrease in the ‘retained earnings’ by KD 6,263 thousand and non controlling
interest by KD 6 thousand. The restatement did not have any effect on the consolidated income statement and the
consolidated cash flow statement for the year ended 31 December 2017.
Further, certain prior year amounts have been reclassified to conform to the current year presentation. These
reclassifications were made in order to more appropriately present certain items of consolidated statement of
financial position and consolidated cash flow statement. Such reclassifications do not affect previously reported
assets, liabilities, equity and profit for the year, nor materially affect the consolidated cash flow statement. The
reclassifications are not material to the consolidated financial statements.
2.2

STATEMENT OF COMPLIANCE

The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
2.3

CHANGES IN ACCOUNTING POLICY AND DISCLOSURES

The Group applied IFRS 9: Financial Instruments and IFRS 15: Revenue from Contracts with Customers for the
first time. The nature and effect of the changes as a result of adoption of these new accounting standards are
described below.
Several other amendments and interpretations apply for the first time in 2018, but do not have an impact on the
consolidated financial statements of the Group. The Group has not early adopted any standards, interpretations or
amendments that have been issued but are not yet effective.
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.3

CHANGES IN ACCOUNTING POLICY AND DISCLOSURES (continued)

IFRS 9 Financial Instruments (“IFRS 9”)
The Group has adopted IFRS 9 effective from 1 January 2018. IFRS 9 sets out requirements for recognising and
measuring financial assets, financial liabilities, impairment of financial assets and hedge accounting. This standard
replaces IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”) and represent a significant change
from IAS 39. The new standard brings fundamental changes to the accounting for financial assets and to certain
aspects of the accounting for financial liabilities.
The Group has not restated comparative information for 2017 as permitted by the transitional provisions of the
standard. Therefore, the information presented for 2017 does not reflect the requirements of IFRS 9 and is not
comparable to the information presented for 2018. Differences in the carrying amount of financial assets resulting
from the adoption of IFRS 9 are recognised in retained earnings and reserves as at 1 January 2018 and are disclosed
in Note 2.8.
The key changes to the Group’s accounting policies resulting from the adoption of IFRS 9 are summarised below:
Changes to classification and measurement categories of financial assets and liabilities
To determine their classification and measurement category, IFRS 9 requires all financial assets, except equity
instruments and derivatives, to be assessed based on a combination of the entity’s business model for managing the
assets and the instruments’ contractual cash flow characteristics.
The IAS 39 measurement categories of financial assets (fair value through profit or loss (FVTPL), available for sale
(AFS), held-to-maturity and amortised cost have been replaced by:
·
Debt instruments at amortised cost
·
Debt instruments at fair value through other comprehensive income (FVOCI), with gains or losses
recycled to profit or loss on derecognition
·
Equity instruments at FVOCI, with no recycling of gains or losses to profit or loss on derecognition
·
Financial assets at FVTPL
The accounting for financial liabilities remains largely the same as it was under IAS 39, except for the treatment of
gains or losses arising from an entity’s own credit risk relating to liabilities designated at FVTPL. Such movements
are presented in OCI with no subsequent reclassification to the consolidated statement of income.
Under IFRS 9, embedded derivatives are no longer separated from a host financial asset. Instead, financial assets
are classified based on the business model and their contractual terms. The accounting for derivatives embedded in
financial liabilities and in non-financial host contracts has not changed.
Changes to the impairment calculation
The adoption of IFRS 9 has fundamentally changed the Group's accounting for loan loss impairments by replacing
IAS 39's incurred loss approach with a forward-looking expected credit loss (“ECL”) approach. IFRS 9 requires the
Group to record an allowance for ECLs for all loans and other debt financial assets not held at FVTPL, together
with loan commitments and financial guarantee contracts. The allowance is based on the ECLs associated with the
probability of default in the next twelve months unless there has been a significant increase in credit risk since
origination. If the financial asset meets the definition of purchased or originated credit impaired (POCI), the
allowance is based on the change in the ECLs over the life of the asset.
The Group’s accounting policies for impairment of financial assets is explained in Note 2.6.
Hedge accounting
The general hedge accounting requirements of IFRS 9 retain the three types of hedge accounting mechanisms in
IAS 39. However, greater flexibility has been introduced to the types of transactions eligible for hedge accounting,
specifically broadening the types of instruments that qualify as hedging instruments and the types of risk components
of non-financial items that are eligible for hedge accounting. In addition, the effectiveness test has been overhauled
and replaced with the principle of an ‘economic relationship’. Retrospective assessment of hedge effectiveness is
no longer required.
As permitted by IFRS 9, the Group has elected to continue to apply the hedge accounting requirements of IAS 39.
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.3

CHANGES IN ACCOUNTING POLICY AND DISCLOSURES (continued)

IFRS 7R
To reflect the differences between IFRS 9 and IAS 39, IFRS 7 Financial Instruments: Disclosures was updated, and
the Group has adopted it, together with IFRS 9, for the year beginning 1 January 2018. Changes include transition
disclosures as shown in Note 2.8, detailed qualitative and quantitative information about the ECL calculations such
as the assumptions and inputs used are set out in Note 2.6.
Reconciliations from opening to closing ECL allowances are presented in Note 4.
IFRS 15 Revenue from Contracts with Customers (“IFRS 15”)
IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related interpretations and it applies to all
revenue arising from contracts with customers, unless those contracts are in scope of other standards. The new
standard established a five-step model to account for revenue arising from contacts with customers. Under IFRS 15,
revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled in
exchange of transferring goods or services to customer.
The standard requires the Group to exercise judgement, taking into consideration all of the relevant facts and
circumstances when applying each step of the model to contracts with their customers. The standard also specifies
the accounting for the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract.
The Group has adopted IFRS 15 using the cumulative effect method (without practical expedients), with the effect
of initially applying this standard recognised at the date of initial application (i.e. 1 January 2018). Accordingly, the
information presented for 2017 has not been restated – i.e. it is presented, as previously reported, under IAS 18, IAS
11 and related interpretations.
Upon adoption of IFRS 15 the Group has recorded the adjustment in its investment in a media joint venture by KD
1,003 thousand, retained earnings by KD 957 thousand and KD 46 thousand in non-controlling interest. Other than
the impact on the Group’s investment in media joint venture, the adoption of IFRS 15 is resulting in no material
change in the revenue recognition policy of the Group in relation to its contracts with customers.
2.4
STANDARDS ISSUED BUT NOT YET EFFECTIVE
Standards issued but not yet effective up to the date of the Group’s consolidated financial statements are listed
below. The Group intends to adopt those standards when they become effective.
IFRS 16: Leases
In January 2016, the IASB issued IFRS 16 ‘Leases’ with an effective date of annual periods beginning on or after 1
January 2019 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of
a Lease. IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and
requires lessees to account for all leases under a single on-balance sheet model similar to the accounting for finance
leases under IAS 17.
The standard includes two recognition exemptions for lessees – leases of ’low-value’ assets (e.g., personal
computers) and short-term leases (i.e., leases with a lease term of 12 months or less). At the commencement date of
a lease, a lessee will recognise a liability to make lease payments (i.e., the lease liability) and an asset representing
the right to use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be required to
separately recognise the financing expense on the lease liability and the depreciation expense on the right-of-use
asset.
Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g., a change in
the lease term, a change in future lease payments resulting from a change in an index or rate used to determine those
payments). The lessee will generally recognise the amount of the remeasurement of the lease liability as an
adjustment to the right-of-use asset.
Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will
continue to classify all leases using the same classification principle as in IAS 17 and distinguish between two types
of leases: operating and finance leases. IFRS 16 results in lessees accounting for most leases within the scope of the
standard in a manner similar to the way in which finance leases are currently accounted for under IAS 17 ‘Leases’.
IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS 17.
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.4

STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 16: Leases (continued)
Transition to IFRS 16
The Group plans to adopt IFRS 16 using the modified retrospective method. Applying this method, the comparative
information will not be restated. The Group will elect to apply the standard to contracts that were previously
identified as leases applying IAS 17 and IFRIC 4. The Group will therefore not apply the standard to contracts that
were not previously identified as containing a lease applying IAS 17 and IFRIC 4.
The Group will elect to use the exemptions proposed by the standard on lease contracts for which the lease terms
ends within 12 months as of the date of initial application, and lease contracts for which the underlying asset is of
low value. The Group has leases of certain office equipment (i.e., personal computers, printing and photocopying
machines) that are considered of low value.
The Group is currently in the process to determine the impact of IFRS 16 on its consolidated financial statements.
However, based on preliminary assessment, the Group has assessed that the impact of application of IFRS 16 is
insignificant to the Group’s consolidated financial statements.
IFRS 17 Insurance Contracts
In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new accounting standard
for insurance contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS
17 will replace IFRS 4 Insurance Contracts (IFRS 4) that was issued in 2005. IFRS 17 applies to all types of
insurance contracts (i.e., life, non-life, direct insurance and re-insurance), regardless of the type of entities that issue
them, as well as to certain guarantees and financial instruments with discretionary participation features. A few
scope exceptions will apply. The overall objective of IFRS 17 is to provide an accounting model for insurance
contracts that is more useful and consistent for insurers. In contrast to the requirements in IFRS 4, which are largely
based on grandfathering previous local accounting policies, IFRS 17 provides a comprehensive model for insurance
contracts, covering all relevant accounting aspects. The core of IFRS 17 is the general model, supplemented by:
·
·

A specific adaptation for contracts with direct participation features (the variable fee approach)
A simplified approach (the premium allocation approach) mainly for short-duration contracts

IFRS 17 is effective for reporting periods beginning on or after 1 January 2022, with comparative figures required.
Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it first
applies IFRS 17.
Amendments to IFRS 9: Prepayment Features with Negative Compensation
Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other comprehensive
income, provided that the contractual cash flows are ‘solely payments of principal and interest on the principal
amount outstanding’ (the SPPI criterion) and the instrument is held within the appropriate business model for that
classification. The amendments to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless of the
event or circumstance that causes the early termination of the contract and irrespective of which party pays or
receives reasonable compensation for the early termination of the contract.
The amendments should be applied retrospectively and are effective from 1 January 2019, with earlier application
permitted. These amendments have no impact on the consolidated financial statements of the Group.
Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate
or Joint Venture
The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint venture. The amendments clarify that the gain or loss resulting
from the sale or contribution of assets that constitute a business, as defined in IFRS 3, between an investor and its
associate or joint venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets that
do not constitute a business, however, is recognised only to the extent of unrelated investors’ interests in the associate
or joint venture. The IASB has deferred the effective date of these amendments indefinitely, but an entity that early
adopts the amendments must apply them prospectively. The Group will apply these amendments when they become
effective.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.4

STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Amendments to IAS 28: Long-term interests in associates and joint ventures
The amendments clarify that an entity applies IFRS 9 to long-term interests in an associate or joint venture to which
the equity method is not applied but that, in substance, form part of the net investment in the associate or joint
venture (long-term interests). This clarification is relevant because it implies that the expected credit loss model in
IFRS 9 applies to such long-term interests.
The amendments also clarified that, in applying IFRS 9, an entity does not take account of any losses of the associate
or joint venture, or any impairment losses on the net investment, recognised as adjustments to the net investment in
the associate or joint venture that arise from applying IAS 28 Investments in Associates and Joint Ventures.
The amendments should be applied retrospectively and are effective from 1 January 2019, with early application
permitted.
2.5

BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiaries
as at 31 December 2018. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:
•
•
•

Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of
the investee)
Exposure, or rights, to variable returns from its involvement with the investee, and
The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. When the Group has less than a
majority of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:
•
•
•

The contractual arrangement with the other vote holders of the investee
Rights arising from other contractual arrangements
The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and
expenses of a subsidiary acquired or disposed of during the year are included in the consolidated financial statements
from the date the Group gains control until the date the Group ceases to control the subsidiary.
Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the Group loses control over a subsidiary, it
•
•
•
•
•
•
•

Derecognises the assets (including goodwill) and liabilities of the subsidiary
Derecognises the carrying amount of any non-controlling interests
Derecognises the cumulative translation differences recorded in equity
Recognises the fair value of the consideration received
Recognises the fair value of any investment retained
Recognises any surplus or deficit in consolidated income statement
Reclassifies the parent’s share of components previously recognised in OCI to consolidated income
statement or retained earnings, as appropriate, as would be required if the Group had directly disposed of
the related assets or liabilities.
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As at 31 December 2018
2.5

BASIS OF CONSOLIDATION (continued)

The subsidiaries of the Group are as follows:
Country of
incorporation

Name of company
Directly held
United Gulf Holding Company B.S.C ( "UGH")
Burgan Bank S.A.K. (“Burgan”)
United Real Estate Company K.S.C.P. (“URC”)
United Industries Company K.S.C. (Closed) (“UIC”)
Overland Real Estate Company W.L.L. (“Overland”)
Pulsar Knowledge Centre
United Gulf Management Incorporation
United Gulf Management Limited
Al Rawabi United Holding Company K.S.C.C. (Holding)
Takaud Savings & Pensions B.S.C.
Kuwait United Consultancy Company K.S.C. (Closed)
Held through Group companies
United Towers Holding Company K.S.C. (Closed)
Ikarus United for Marine Services Company S.A.K.
(Closed)
North Africa Holding Company K.S.C. (Closed) (“NAH”)
North Africa Holding Industries Limited
United Networks Company K.S.C. (Closed) (“UNC”)
Assoufid B.V.
North Africa Constructions Coöperatief U.A.
Mena Homes Real Estate Company K.S.C (Closed)

Bahrain
Holding Company
Kuwait
Banking
Kuwait
Real Estate
Kuwait
Industrial
Kuwait
Real estate
India
Consultancy
USA
Asset management
United Kingdom Asset management
Kuwait
Holding
Pension and
Bahrain
savings
Kuwait
Consultancy
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100%
100%

Kuwait
Kuwait
Guernsey
Kuwait
Netherlands
Netherlands
Kuwait

Marine services
Investments
Holding Company
Satellite & media
Real estate
Holding Company
Real estate

60%
53%
98%
64%
100%
100%
88%

60%
53%
98%
64%
100%
100%
88%

100%

100%

99%

99%

100%

100%

100%

-

Kuwait
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100%
100%

67%

UAE

Al Ansar United Real Estate Company S.P.C (a)

96%
64%
73%
80%
92%
100%
100%
100%
100%

67%

Bahrain

Kuwait Projects Company S.P.C Limited (“DIFC”)

93%
63%
72%
78%
88%
100%
100%
100%
100%

Real Estate

Cayman Islands

UBC Ventures W.L.L.

Effective interest as
at
31 December *
2017
2018

Kuwait

Structured entities (“SPVs”) treated as subsidiaries
Kuwait Projects Company (Cayman)

Principal
activities

Special purpose
entity
Special purpose
entity
Special purpose
entity
Special purpose
entity

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.5

BASIS OF CONSOLIDATION (continued)

Name of company
Held through UGH
United Gulf Bank B.S.C. (“UGB”)
Held through UGH /UGB
KAMCO Investment Company K.S.C.P. (“KAMCO”)
FIM Bank Group (“FIM Bank”) (b)
Hatoon Real Estate Company W.L.L.
Syria Gulf Investment Company
United Gulf Financial Services North Africa Holding
Company
Al Zad Real Estate W.L.L.
Al Dhiyafa United Real Estate Company W.L.L.
First North Africa Real Estate Company W.L.L.
KAMCO GCC Opportunistic Fund
United Gulf Asset Company S.P.C
Kuwait Private Equity Opportunities Fund

Principal
activities

Bahrain

Investment banking

100%

100%

Kuwait
Malta
Kuwait
Syria

Asset management
Banking
Real estate
Investment banking
Brokerage and
investment banking
Real estate
Real estate
Real estate
Fund
Asset management
Fund

86%
89%
98%
99%

86%
84%
98%
99%

83%
99%
100%
100%
100%
100%
73%

83%
99%
100%
100%
100%
100%
73%

100%

100%

100%
38%
97%
100%
96%
96%

100%
71%
97%
100%
96%
96%

100%
46%
50%

100%
46%
50%

100%
100%
75%
100%
71%

100%
-

Tunisia
Kuwait
Kuwait
Kuwait
Bahrain
Bahrain
Kuwait
British Virgin
Islands

United Gulf Realty International Limited

Effective interest as
at
31 December *
2018
2017

Country of
incorporation

KAMCO Investment Company (DIFC) Limited
KAMCO Mena Plus Fixed Income Fund (“KMPFIF”) (e)
AL Jazi Money Market fund
Federal Street 176 Holdings, Inc.
Nawasi United Holding Co.
AL Tadamon United Holding Co.

UAE
Kuwait
Kuwait
USA
Kuwait
Kuwait

Flint Manager Limited
Flint Advisory Company LLC
Buckeye Power Advisory Company LLC

Jersey
USA
USA

Buckeye Power Manager Limited
Carnition Manager Limited (a)
Carnition advisory company LLC (a)
S17P02V Holding Ltd (a)
Global Investment House (“GIH”) (a)
Held through GIH
Shurooq Investment Services Company – SAOG (a)
Global Investment House – Egypt (a)
Global Investment House B.S.C. (Closed) (a)
First securities Brokerage Company K.S.C (Closed)
("FSBC') (a)
Global Investment House Saudia ("Global Saudia") (a)
Global Investment House (DIFC) Limited (a)
Global Investment House Company Limited- Jordan
("Global Jordan") (a)

Jersey
Jersey
USA
UAE
Kuwait

Real estate
Investment
management
Fund
Fund
Real estate
Holding Company
Holding Company
Management
services
Advisory services
Advisory services
Management
services
Advisory services
Advisory services
Holding Company
Financial Services

Oman
Egypt
Bahrain

Financial Services
Financial Services
Brokerage Services

77%
94%
100%

-

Kuwait
Saudi Arabia
UAE

Brokerage Services
Financial Services
Financial Services

93%
100%
100%

-

Jordan

Brokerage Services

93%

-

Algeria
Iraq
Tunisia
Iraq
Turkey
Turkey
Turkey

Banking
Banking
Banking
Banking
Banking
Leasing
Brokerage
Special Purpose
entity
Financial Advisory
Services
Brokerage

91%
52%
87%
52%
100%
100%
100%

91%
52%
87%
52%
99%
99%
99%

100%

100%

100%
26%

100%
26%

Held through Burgan
Algeria Gulf Bank S.P.A. (“AGB”) (c)
Bank of Baghdad P.J.S.C.
Tunis International Bank S.A.
Baghdad Brokerage Company
Burgan Bank A.S.
Burgan Finansal Kiralama A.S.
Burgan Yatirim Menkul Degerler A.S.
Burgan Tier 1 Financing Limited

Dubai

Burgan Bank Financial Services Limited(“BBFS”)
Al Amin Insurance Brokerage Co.

Dubai
Iraq
22
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2.5

BASIS OF CONSOLIDATION (continued)
Country of
incorporation

Name of company

100%

100%

99%

Real estate
Real estate
Real estate
Real estate
Facilities
management
Facilities
management
Real estate
Real estate
Real estate
Touristic
development
Real estate
Real estate
Investment
Real estate
Real estate
Real estate
Real estate
Real estate
Real estate
Real estate
Real estate
Hotel management
Real estate
Real estate
Real estate
Real estate
Facilities
management
Facilities
management
Facilities
management
Facilities
management
Project management
Holding Company
Facilities
management
Agriculture

92%
98%
100%
99%

92%
98%
100%
99%

96%

96%

97%
100%
100%
100%

97%
100%
100%
100%

100%
64%
95%
100%
92%
100%
87%
100%
100%
90%
63%
100%
100%
100%
100%
100%
100%

100%
64%
95%
100%
92%
100%
87%
100%
100%
90%
63%
100%
100%
100%
100%
100%
60%

100%

100%

100%

100%

100%

100%

100%
100%
100%

100%
100%
100%

100%
100%

100%
100%

Kuwait
Kuwait
Saudi Arabia

Industrial Investment
Industrial Investment
Industrial Investment

100%
99%
95%

100%
99%
95%

Kuwait
Cayman Islands
Syria
Jordan
Egypt
Cyprus

Satellite services
Communication
Communication
Communication
Communication
Communication

82%
100%
100%
100%
100%
100%

82%
100%
100%
100%
100%
100%

Dubai

Burgan Wealth Limited

Dubai

Held through URC
Souk Al -Muttaheda Joint venture – Salhia
United Building Company S.A.K. (Closed)
United Building Company Egypt S.A.E.
Tamleek United Real Estate Company W.L.L.
United International Project Management Company
W.L.L.
United Facilities Management Company S.A.K.
(Closed)
United Lebanese Real Estate Company S.A.L (Holding)
United Areej Housing Company W.L.L
Al Reef Real Estate Company S.A.O. (Closed)

Kuwait
Lebanon
Jordan
Oman

United Ritaj for Touristic Investment S.A.E. (Closed)
United Facilities Development Company K.S.C (Closed)
United Company for Investment W.L.L
United Real Estate Investment Company S.A.E
Manazel United Real Estate Company S.A.E
Aswar United Real Estate Company S.A.E
Al Dhiyafa Holding Company K.S.C (Closed)
United Real Estate Jordan P.S.C.
Greenwich Quay Limited
United Real Estate Company W.L.L.
Universal United Real Estate W.L.L
Gulf Egypt for Hotels & Tourism S.A.E
Bhamdoun United Real Estate Company S.A.L
Rouche Holding Company S.A.L
Al Dhiyafa – Lebanon SAL (Holding Company)
United Lebanese Real Estate Company S.A.L
Abdali Mall Company P.S.C. (Note 8)

Egypt
Kuwait
Syria
Egypt
Egypt
Egypt
Kuwait
Jordan
Isle of Man
Syria
Kuwait
Egypt
Lebanon
Lebanon
Lebanon
Lebanon
Jordan

Kuwait
Kuwait
Egypt
Kuwait
Kuwait

United Facilities Management L.L.C.

Oman

UFM for Cleaning and Technical Services L.L.T.

UAE

UFM Facilities Management Services L.L.C.

UAE

ABM1 Building Maintenance L.L.C.
Egypt United Project Management Co. WLL
Dhow Holdings Limited

UAE
Egypt
Isle of Man

UFM Facilities Management Services L.L.C..
Areej United for Agricultural Investment Co.

Jordan
Egypt
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Special Purpose
entity
Wealth Management
Services

Effective interest as
at
31 December *
2018
2017
100%

Burgan Senior SPC Limited

Held through UIC
Kuwait National Industrial Projects Company K.S.C.
(Closed)
Eastern Projects General Trading Company W.L.L.
United Gulf Industries Company W.L.L
Held through UNC
Gulfsat Communications Company K.S.C. (Closed)
Takhatob,Company limited by shares
Syrian Communication Technological Company
Gulfsat Communication Company
Gcast Media WLL
My TV (CY) Limited

Principal
activities

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.5

BASIS OF CONSOLIDATION (continued)
Country of
incorporation

Name of company
Held through Overland
Amaken United Real Estate Company (a)
United Industrial Gas K.S.C. (Closed)
Alternative Energy Projects Company
United Education Company K.S.C. (Closed)

Principal activities

Effective interest as
at
31 December *
2018
2017

Kuwait
Kuwait
Kuwait
Kuwait

Real estate
Industrial Investment
Manufacturing
Education

100%
100%
100%
64%

76%
100%
100%
64%

Held Through FIM Bank
London Forfaiting Company Limited
FIM Factors B.V.
FIM Business Solutions Limited

UK
Netherlands
Malta

100%
100%
100%

100%
100%
100%

FIM Property Investment Limited
London Forfaiting International Limited
London Forfaiting Americas Inc.
London Forfaiting do Brasil Ltd.
Mena Factors Limited
India Factoring and Finance Solutions Private Limited
CIS Factors Holdings B.V. (d)
FIM Holdings (Chile) S.P.A.
The Egyptian Company for Factoring S.A.E

Malta
UK
USA
Brazil
UAE
India
Netherland
Chile
Egypt

Forfaiting
Holding Company
IT Services Provider
Property
Management
Holding Company
Marketing
Marketing
Factoring
Factoring
Factoring
Factoring
Factoring

100%
100%
100%
100%
100%
86%
100%
100%

100%
100%
100%
100%
100%
86%
100%
100%
100%

UAE

Consultancy

100%

100%

Held through United Towers Holding Company
22 project Management Company

Kuwait

Real estate

100%

100%

Held through North Africa Holding Industries Limited
SACEM Industries S.A.
SACEM Service

Tunisia
Tunisia

Manufacturing
Service & repairs

100%
100%

100%
100%

STE SACEM Training
SACEM International

Tunisia
Tunisia

Industrial Training
Trading
Research &
development
Industrial services
Sales
Sales
Sales
Advertising
services

100%
100%

100%
100%

100%
100%
100%
100%
100%

100%
100%
100%
100%
100%

100%

-

Real Estate
Facilities
management
Facilities
management
Real Estate
Real Estate
Real Estate
Construction
Real Estate

100%

100%

100%

100%

100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%

Held through Pulsar Knowledge Centre
PKC Advisory Services JLT

SACEM Smart
SACEM Energy and Engineering
SACEM GCC electrical L.L.C
SACEM Industries Cote D'ivoire
SACEM Rowanda Ltd

Tunisia
Tunisia
UAE
Ivory Coast
Rowanda

SOCIETE DEN (a)

Tunisia

Held through Assoufid BV
Assoufid Properties development S.A

Morocco

Assoufid Properties Management S.A

Morocco

Assoufid Golf Operations S.A
Assoufid Hotels SA
Assoufid Golf SA
Assoufid Golf & Hotels SA
Stavebni S.A.
Assem BV

Morocco
Morocco
Morocco
Morocco
Morocco
Netherlands

24
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.5

BASIS OF CONSOLIDATION (continued)
Country of
incorporation

Name of company

Principal
activities

Effective interest as
at
31 December *
2018
2017

Held through Rawabi
Jordan Kuwait Bank P.L.C. (“JKB”)

Jordan

Banking

51%

51%

Held through United Education Company
Al Rayan Holding Company K.S.C (Closed)
AUS Education Company W.L.L
AlRayan Educational Services Company (ARESC)
Al-Nouri Educational Establishment Co W.L.L

Kuwait
Kuwait
Kuwait
Kuwait

Educational
Educational
Educational
Educational

87%
70%
100%
100%

85%
70%
99%
99%

Held through NAH
Egyptian International Medical Center S.A.E

Egypt

Pharmaceutical
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Real Estate
Real Estate
Real Estate
Development
Investment Holding
company
Real Estate
Development
Investment Holding
company

51%

51%

-

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%
100%
-

100%
100%
100%

100%

100%

100%

100%

100%

100%

100%

100%

North Africa Educational Services Limited (d)

Guernsey

Cheraga North Africa General Trading (L.L.C)

UAE

North Africa Holding Glass Industries Ltd

Guernsey

North Africa Holding Pharma Industry Ltd

Guernsey

North Africa Aero General Trading (LLC)

UAE

North Africa Holding Industries Ltd

Guernsey

North Africa Management Services (LLC)

UAE

North Africa Pharmaceutical Industries LLC

Egypt

North Pharma Distribution LLC

Egypt

Suntrana Investment Ltd

Cyprus

Kivalina Investments Ltd
North Africa Holding Real Estate
North Africa Holding Real Estate Cooperatief U.A. (d)
Pacato SARL

Morocco

Niteshade Limited

BVI

Tiglio SARL

Morocco

Tolland Limited
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Cyprus
Morocco
Netherlands

BVI
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.5

BASIS OF CONSOLIDATION (continued)

Name of company
Held through JKB
Ejarah for Finance Leasing Company
Specialized Managerial Company for Investment and
Financial Consultation

Effective interest as
at
31 December *
2017
2018

Country of
incorporation

Principal
activities

Jordan

Leasing

100%

100%

Jordan

Financial Services

100%

100%

* For directly held subsidiaries effective interest represents effective ownership of the Group. For indirectly held
subsidiaries, effective interest represents effective ownership of the respective Group subsidiaries.
(a) These entities were acquired / formed or additional stake purchased during the year.
(b) Burgan Bank holds 9% equity interest in FIM Bank
(c) JKB holds 10% equity interest in AGB.
(d) These entities were liquidated during the year.
(e) The effective ownership of the Group in KMPFIF decreased from 71 % to 38% since the units were redeemed
in KMPFIF.
2.6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business combinations and goodwill
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as
the aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non
controlling interest in the acquiree. For each business combination, the acquirer measures the non controlling
interest in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Acquisition costs incurred are expensed and included in general and administrative expenses.
When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.
If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date through consolidated income
statement.
Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset or liability will
be recognised in accordance with IFRS 9 in consolidated income statement.
If the contingent consideration is classified as equity, it should not be re-measured until it is finally settled within
equity. In instances where the contingent consideration does not fall within the scope of IFRS 9, it is measured in
accordance with the appropriate IFRS.
Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for non controlling interest, and any previous interest held, over the net identifiable assets
acquired and liabilities assumed.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)
If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the Group reassesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews
the procedures used to measure the amounts to be recognised at the acquisition date.
If the reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognised in consolidated income statement.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of
the Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other
assets or liabilities of the acquiree are assigned to those units.
Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured
based on the relative values of the operation disposed of and the portion of the cash-generating unit retained.
Financial Instruments
Date of recognition
Financial assets and liabilities are initially recognised on the settlement date, i.e. the date the asset is received from
or delivered to the counterparty. Changes in fair value between the trade date and settlement date are recognised in
the consolidated income statement or in consolidated statement of comprehensive income through cumulative
changes in fair values in accordance with the policy applicable to the related instrument. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets within the time frame generally
established by regulations or conventions in the market place.
Initial measurement of financial instruments
The classification of financial instruments at initial recognition depends on their contractual terms and the business
model for managing the instruments as described below. Financial instruments are initially measured at their fair
values except in the case of financial assets and financial liabilities recorded at FVTPL, transaction costs are added
to, or subtract from, this amount. Trade receivables are measured at the transaction price. When the fair value of
financial instruments at initial recognition differs from the transaction price, the Group accounts for the Day 1 profit
or loss, as described below.
Day 1 profit or loss
When the transaction price of the instrument differs from the fair value at origination and the fair value is based on
a valuation technique using only inputs observable in market transactions, the Group recognises the difference
between the transaction price and fair value in investment income. In those cases where fair value is based on models
for which some inputs are not observable, the difference between the transaction price and the fair value is deferred
and is only recognised in statement of income when the inputs become observable, or when the instrument is
derecognised.
Measurement categories of financial assets and liabilities
From 1 January 2018, the Group classifies all of its financial assets based on the business model for managing the
assets and the asset’s contractual terms, measured at either:
· Amortised cost
· Fair value through other comprehensive income (FVOCI)
· Fair value through profit or loss (FVTPL)
Before 1 January 2018, the Group classified its financial assets as loans and receivables (amortised cost), FVTPL,
available-for-sale or held-to-maturity (amortised cost).
Financial liabilities, other than financing commitments and financial guarantees, are measured at amortised cost or
at FVTPL when they are held for trading and derivative instruments or the fair value designation is applied.
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2.6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)
Business model assessment
The Group determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective. That is, whether the Group’s objective is solely to collect the contractual cash flows
from the assets or is to collect both the contractual cash flows and cash flows arising from the sale of assets. If
neither of these is applicable (e.g. financial assets are held for trading purposes), then the financial assets are
classified as part of ‘Sell’ business model. The Group’s business model is not assessed on an instrument-byinstrument basis, but at a higher level of aggregated portfolios and is based on observable factors such as:
-

How the performance of the business model and the financial assets held within that business model are
evaluated and reported to the entity's key management personnel;
The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed;
How managers of the business are compensated (for example, whether the compensation is based on the
fair value of the assets managed or on the contractual cash flows collected)
The expected frequency, value and timing of sales are also important aspects of the Group’s assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress case’
scenarios into account. If cash flows after initial recognition are realised in a way that is different from the Group's
original expectations, the Group does not change the classification of the remaining financial assets held in that
business model but incorporates such information when assessing newly originated or newly purchased financial
assets going forward.
Assessment of whether contractual cash flows are solely payments of principal and interest (SPPI test)
As a second step of its classification process, the Group assesses whether the financial instruments’ to identify
whether they meet SPPI test.
‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition that may
change over the life of the financial asset (for example, if there are repayments of principal or amortisation of the
premium/discount).
The most significant elements of interest within a lending arrangement are typically the consideration for the time
value of money and credit risk. To make the SPPI assessment, the Group applies judgement and considers relevant
factors such as the currency in which the financial asset is denominated, and the period for which the interest rate is
set.
In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual
cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash flows that are solely
payments of principal and interest on the amount outstanding. In such cases, the financial asset is required to be
measured at FVTPL.
Financial instruments at amortised cost
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as
at FVTPL:
- The asset is held within a business model whose objective is to hold assets to collect contractual cash flows;
and
- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and profit (SPPI) on the principal amount outstanding.
Cash in hand and at banks, Treasury bills, bonds and other debt securities, loans and advances, certain investment
securities and certain other assets are classified as financial instruments at amortised cost.
Due to banks and other financial institutions, deposits from customers, loans payable, bonds, medium term notes
and other liabilities are classified as financial instruments at amortised cost.
Financial instruments categorised at amortised cost are subsequently measured at amortized cost and are subject to
impairment. Amortised cost is calculated by taking into account any discount or premium on issue funds, and costs
that are an integral part of the effective interest method (EIR). Gains and losses are recognised in consolidated
income statement when the asset is derecognised, modified or impaired.
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2.6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)
Financial instruments at FVOCI
The Group applies the new category under IFRS 9 of debt instruments measured at FVOCI when both of the
following conditions are met:
- The instrument is held within a business model, the objective of which is achieved by both collecting
contractual cash flows and selling financial assets; and
- The contractual terms of the financial asset meet the SPPI test
FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to changes in fair
value recognised in OCI except for the recognition of impairment gains and losses. Interest income and foreign
exchange gains and losses are recognised in consolidated income statement. On derecognition, cumulative gains or
losses previously recognised in OCI are reclassified from OCI to consolidated income statement. The management
of the Group classifies certain quoted and unquoted bonds as debt instrument at FVOCI and includes them under
financial assets at fair value through other comprehensive income in the consolidated statement of financial position.
Equity instruments at FVOCI
Upon initial recognition, the Group may elect to classify irrevocably some of its equity investments as equity
instruments at FVOCI when they meet the definition of equity under IAS 32 Financial Instruments: Presentation
and are not held for trading. Such classification is determined on an instrument-by- instrument basis.
Gains and losses on these equity instruments are never recycled to statement of income. Dividends are recognised
in statement of income when the right of the payment has been established, except when the Group benefits from
such proceeds as a recovery of part of the cost of the instrument, in which case, such gains are recorded in OCI.
Equity instruments at FVOCI are not subject to an impairment assessment. Upon disposal cumulative gains or losses
are reclassified from fair value reserve to retained earnings in the statement of changes in equity.
Financial instruments at FVTPL
Financial assets and financial liabilities in this category are those that are not held for trading and have been either
designated by management upon initial recognition or are mandatorily required to be measured at fair value under
IFRS 9. Management only designates an instrument at FVPL upon initial recognition when one of the following
criteria are met. Such designation is determined on an instrument-by-instrument basis:
-

The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise
from measuring the assets or liabilities or recognising gains or losses on them on a different basis; or
The liabilities (and assets until 1 January 2018 under IAS 39) are part of a group of financial liabilities (or
financial assets, or both under IAS 39), which are managed and their performance evaluated on a fair value
basis, in accordance with a documented risk management or investment strategy; or
The liabilities (and assets until 1 January 2018 under IAS 39) containing one or more embedded derivatives,
unless they do not significantly modify the cash flows that would otherwise be required by the contract, or it
is clear with little or no analysis when a similar instrument is first considered that separation of the embedded
derivative(s) is prohibited

Financial assets and financial liabilities at FVTPL are recorded in the statement of financial position at fair value.
Changes in fair value are recorded in consolidated income statement with the exception of movements in fair value
of liabilities designated at FVTPL due to changes in the Group’s own credit risk. Such changes in fair value are
recorded in the own credit reserve through OCI and do not get recycled to the consolidated income statement.
Interest earned or incurred on instruments designated at FVTPL is accrued in interest income or interest expense,
respectively, using the EIR, taking into account any discount/ premium and qualifying transaction costs being an
integral part of instrument. Dividend income from equity instruments measured at FVTPL is recorded in
consolidated income statement as other operating income when the right to the payment has been established.
The Group does not have any financial liability classified as FVTPL.
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2.6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)
Financial guarantees, letters of credit and undrawn loan commitments
The Group issues financial guarantees, letters of credit and loan commitments. Financial guarantees are initially
recognised in the consolidated financial statements at fair value, being the premium received. Subsequent to initial
recognition, the Group’s liability under each guarantee is measured at the higher of the amount initially recognised
less cumulative amortisation recognised in the consolidated income statement, and – under IAS 39 – the best
estimate of expenditure required to settle any financial obligation arising as a result of the guarantee, or – under
IFRS 9 – an ECL provision as set out in Note 26
The premium received is recognised in the consolidated income statement in Fees and commission income on a
straight line basis over the life of the guarantee.
Undrawn loan commitments and letters of credits are commitments under which, over the duration of the
commitment, the Group is required to provide a loan with pre-specified terms to the customer. Similar to financial
guarantee contracts, under IAS 39, a provision was made if they were an onerous contract but, from 1 January 2018,
these contracts are in the scope of the ECL requirements.
The nominal contractual value of financial guarantees, letters of credit and undrawn loan commitments, where the
loan agreed to be provided is on market terms, are not recorded on in the statement of financial position. The nominal
values of these instruments together with the corresponding ECLs are disclosed in Note 26.
Derivative financial instruments and hedge accounting
The Group makes use of derivative instruments to manage exposures to interest rate, foreign currency and credit
risks including exposures arising from forecast transactions and firm commitments.
Derivatives are recorded at fair value. Derivatives with positive fair values (unrealised gains) are included in
other assets and derivatives with negative fair values (unrealised losses) are included in other liabilities in the
consolidated statement of financial position. For hedges, which do not qualify for hedge accounting and for held for
trading derivatives, any gains or losses arising from changes in the fair value of the derivative are taken directly to
the consolidated income statement.
An embedded derivative is a component of a hybrid instrument that also includes a non-derivative host contract with
the effect that some of the cash flows of the combined instrument vary in a way similar to a stand-alone derivative.
An embedded derivative causes some or all of the cash flows that otherwise would be required by the contract to be
modified according to a specified interest rate, financial instrument price, commodity price, foreign exchange rate,
index of prices or rates, credit rating or credit index, or other variable, provided that, in the case of a non-financial
variable, it is not specific to a party to the contract. A derivative that is attached to a financial instrument, but is
contractually transferable independently of that instrument, or has a different counterparty from that instrument, is
not an embedded derivative, but a separate financial instrument. Under IAS 39, derivatives embedded in financial
assets, liabilities and non-financial host contacts, were treated as separate derivatives and recorded at fair value if
they met the definition of a derivative (as defined above), their economic characteristics and risks were not closely
related to those of the host contract, and the host contract was not itself held for trading or designated at FVTPL.
The embedded derivatives separated from the host were carried at fair value in the trading portfolio with changes in
fair value recognised in the income statement.
From 1 January 2018, with the introduction of IFRS 9, the Group accounts in this way for derivatives embedded in
financial liabilities and non-financial host contracts. Financial assets are classified based on the business model and
SPPI assessments.
At inception of the hedge relationship, the Group formally documents the relationship between the hedged item and
the hedging instrument, including the nature of the risk, the objective and strategy for undertaking the hedge and the
method that will be used to assess the effectiveness of the hedging relationship. Also at the inception of the hedge
relationship, a formal assessment is undertaken to ensure the hedging instrument is expected to be highly effective
in offsetting the designated risk in the hedged item. Hedges are formally assessed each quarter. A hedge is regarded
as highly effective if the changes in fair value or cash flows attributable to the hedged risk during the period for
which the hedge is designated are expected to offset in a range of 80% to 125%. For situations where that hedged
item is a forecast transaction, the Group assesses whether the transaction is highly probable and presents an exposure
to variations in cash flows that could ultimately affect the consolidated income statement.
30
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)
Derivative financial instruments and hedge accounting (continued)
For the purpose of hedge accounting, hedges are classified as:
· Fair value hedges when hedging the exposure to changes in the fair value of a recognised asset or liability
or an unrecognised firm commitment (except for foreign currency risk)
· Cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a
particular risk associated with a recognised asset or liability or a highly probable forecast transaction or the
foreign currency risk in an unrecognised firm commitment
· Hedges of a net investment in a foreign operation
Hedges which meet the strict criteria for hedge accounting are accounted for as follows:
Fair value hedges
The change in the fair value of hedging derivative is recognised in the consolidated income statement. The change
in the fair value of the hedged item attributable to the risk hedged is recorded as part of the carrying value of the
hedged item and is also recognised in the consolidated income statement.
For fair value hedges relating to items carried at amortised cost, the adjustment to carrying value is amortised
through the consolidated income statement over the remaining term to maturity. Effective interest rate amortisation
may begin as soon as an adjustment exists and shall begin no later than when the hedged item ceases to be adjusted
for changes in its fair value attributable to the risk being hedged.
If the hedged item is derecognised, the unamortised fair value is recognised immediately in the consolidated income
statement.
When an unrecognised firm commitment is designated as a hedged item, the subsequent cumulative change in the
fair value of the firm commitment attributable to the hedged risk is recognised as an asset or liability with a
corresponding gain or loss recognised in the consolidated income statement. The Group uses forward foreign
exchange contracts to hedge against changes in fair value of its foreign currency exposures.
Cash flow hedges
The effective portion of the gain or loss on the hedging instrument is recognised directly in other comprehensive
income, while any ineffective portion is recognised immediately in the consolidated income statement.
Amounts recognised as other comprehensive income are transferred to the consolidated income statement when the
hedged transaction affects profit or loss, such as when the hedged financial income or financial expense is recognised
or when a forecast sale occurs. Where the hedged item is the cost of a non-financial asset or non-financial liability,
the amounts recognised as other comprehensive income are transferred to the initial carrying amount of the nonfinancial asset or liability.
If the forecast transaction or firm commitment is no longer expected to occur, the cumulative gain or loss previously
recognised in equity is transferred to the consolidated income statement. If the hedging instrument expires or is sold,
terminated or exercised without replacement or rollover, or if its designation as a hedge is revoked, any cumulative
gain or loss previously recognised in other comprehensive income remains in other comprehensive income until the
forecast transaction or firm commitment affects profit or loss. The Group uses interest rate swaps to hedge its cash
flows on variable rate loans.
Hedge of net investments in foreign operations
Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part
of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging
instrument relating to the effective portion of the hedge are recognised as other comprehensive income as part of
‘foreign currency translation adjustment’, while any gains or losses relating to the ineffective portion are recognised
in the consolidated income statement. On disposal of the foreign operation, the cumulative value of any such gains
or losses recorded in equity is transferred to the consolidated income statement.
The Group uses forward currency contracts to hedge its exposure to foreign exchange risk on its investments in
foreign subsidiaries. Gains or losses on the fair valuation of this forward currency contract are transferred to other
comprehensive income to offset any gains or losses on translation of the net investments in the subsidiaries.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)
Financial assets available for sale – Policy applicable before 1 January 2018
Financial assets available for sale include equity and debt securities. Equity investments classified as available for
sale are those, which are neither classified as held for trading nor designated at fair value through profit or loss. Debt
securities in this category are those which are intended to be held for an indefinite period of time and which may be
sold in response to needs for liquidity or in response to changes in the market conditions.
After initial measurement, financial assets available for sale are subsequently measured at fair value with unrealised
gains or losses recognised as other comprehensive income until the investment is derecognised, at which time the
cumulative gain or loss is recognised in the consolidated income statement, or determined to be impaired, at which
time the cumulative loss is reclassified to the consolidated income statement. Financial assets available for sale
whose fair value cannot be reliably measured are carried at cost less impairment losses, if any. Interest earned whilst
holding financial assets available for sale is reported as interest income using the effective interest rate method.
The Group evaluates whether the ability and intention to sell its financial assets available for sale in the near term
is still appropriate. When the Group is unable to trade these financial assets due to inactive markets and
management’s intention to do so significantly changes in the foreseeable future, the Group may elect to reclassify
these financial assets in rare circumstances. Reclassification to loans and receivables is permitted when the financial
assets meet the definition of loans and receivables and the Group has the intent and ability to hold these assets for
the foreseeable future or until maturity. Reclassification to the held to maturity category is permitted only when the
entity has the ability and intention to hold the financial asset accordingly.
For a financial asset reclassified from the available for sale category, the carrying amount at the date of
reclassification becomes its new amortised cost and any previous gain or loss on the asset that has been recognised
in equity is amortised to consolidated income statement over the remaining life of the investment using the effective
interest rate method. Any difference between the new amortised cost and the maturity amount is also amortised over
the remaining life of the asset using the effective interest rate method. If the asset is subsequently determined to be
impaired, then the amount recorded in equity is reclassified to the consolidated income statement.
Financial assets held to maturity - Policy applicable before 1 January 2018
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held to
maturity when the Group has the positive intention and ability to hold it to maturity. After initial measurement, held
to maturity investments are measured at amortised cost using the effective interest method, less impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is included in the
consolidated income statement. The losses arising from impairment are recognised in the consolidated income
statement.
Reclassification of financial assets and liabilities
From 1 January 2018, the Group does not reclassify its financial assets subsequent to their initial recognition, apart
from the exceptional circumstances in which the Group acquires, disposes of, or terminates a business line. Financial
liabilities are never reclassified.
De-recognition of financial assets and financial liabilities
Derecognition due to substantial modification of terms and conditions
The Group derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been
renegotiated to the extent that, substantially, it becomes a new loan, with the difference recognised as a derecognition
gain or loss, to the extent that an impairment loss has not already been recorded. The newly recognised loans are
classified as Stage 1 for ECL measurement purposes, unless the new loan is deemed to be POCI.
When assessing whether or not to derecognise a loan to a customer, amongst others, the Group considers the
following factors:
- Change in currency of the loan
- Introduction of an equity feature
- Change in counterparty
- If the modification is such that the instrument would no longer meet the SPPI criterion
If the modification does not result in cash flows that are substantially different, the modification does not result in
derecognition. Based on the change in cash flows discounted at the original EIR, the Group records a modification
gain or loss, to the extent that an impairment loss has not already been recorded.
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Financial Instruments (continued)
De-recognition of financial assets and financial liabilities (continued)
Derecognition other than for substantial modification
A financial asset (or where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised where:
· The rights to receive cash flows from the asset have expired, or
· The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the asset, or
(b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset
When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the
Group continues to recognise the transferred asset to the extent of the Group’s continuing involvement. In that case,
the Group also recognises an associated liability. The transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required
to repay.
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognised in the consolidated statement of income.
Offsetting of financial assets and financial liabilities
Financial assets and financial liabilities are only offset and the net amount reported in the consolidated financial
position when there is a legally enforceable right to set off the recognised amounts and the Group intends to settle
on a net basis so as to realize the assets and liabilities simultaneously.
Impairment of ﬁnancial assets – Policy applicable from 1 January 2018
Overview of the ECL principles
The adoption of IFRS 9 has fundamentally changed the Group’s accounting for loan loss impairment by replacing
IAS 39’s incurred loss approach with a forward-looking expected credit loss (ECL) approach. IFRS 9 requires the
Group to record an allowance for ECLs for all loans and other debt financial assets not held at FVTPL, together
with loan commitments and financial guarantee contracts. Equity instruments are not subject to impairment under
IFRS 9.
The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected
credit loss or LTECL), unless there has been no significant increase in credit risk since origination, in which case,
the allowance is based on the 12 months’ expected credit loss (12mECL). The 12mECL is the portion of LTECLs
that represent the ECLs that result from default events on a financial instrument that are possible within the 12
months after the reporting date. Both LTECLs and 12mECLs are calculated on either an individual basis or a
collective basis, depending on the nature of the underlying portfolio of financial instruments
For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs. Therefore,
the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at
each reporting date. The Group has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment.
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Financial Instruments (continued)
Impairment of ﬁnancial assets – Policy applicable from 1 January 2018 (continued)
Overview of the ECL principles (continued)
The Group has established a policy to perform an assessment, at the end of each reporting period, of whether a
financial instrument’s credit risk has increased significantly since initial recognition, by considering the change in
the risk of default occurring over the remaining life of the financial instrument. Based on the above process, the
Group groups its loans into Stage 1, Stage 2, Stage 3 and POCI, as described below:
Stage 1: 12 months ECL
When loans are first recognised, the Group recognises an allowance based on 12mECLs. Stage 1 loans also include
facilities where the credit risk has improved and the loan has been reclassified from Stage 2.
Stage 2: Lifetime ECL – not credit impaired
When a loan has shown a significant increase in credit risk since origination, the Group records an allowance for
the LTECLs. Stage 2 loans also include facilities, where the credit risk has improved and the loan has been
reclassified from Stage 3.
Stage 3: Lifetime ECL – credit impaired
Financial assets are assessed as credit impaired when one or more events that have a detrimental impact on the
estimated future cash ﬂows of that asset have occurred. As this uses the same criteria as under IAS 39, the Groups
methodology for speciﬁc provisions remains largely unchanged. The Group records an allowance for the LTECLs.
POCI:
Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired on initial
recognition. POCI assets are recorded at fair value at original recognition and interest income is subsequently
recognised based on a credit-adjusted EIR. ECLs are only recognised or released to the extent that there is a
subsequent change in the expected credit losses.
For financial assets for which the Group has no reasonable expectations of recovering either the entire outstanding
amount, or a portion thereof, the gross carrying amount of the financial asset is reduced. This is considered a (partial)
derecognition of the financial asset.
The calculation of ECL
The mechanics of the ECL calculations are outlined below and the key elements are, as follows:
Ø PD
Ø EAD

Ø LGD

The Probability of Default is an estimate of the likelihood of default over a given time horizon. A
default may only happen at a certain time over the assessed period, if the facility has not been
previously derecognised and is still in the portfolio.
The Exposure at Default is an estimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date, including repayments of principal and
interest, whether scheduled by contract or otherwise, expected drawdowns on committed facilities,
and accrued interest from missed payments.
The Loss Given Default is an estimate of the loss arising in the case where a default occurs at a
given time. It is based on the difference between the contractual cash flows due and those that the
lender would expect to receive, including from the realisation of any collateral. It is usually
expressed as a percentage of the EAD.

When estimating the ECLs, the Group considers three scenarios (a base case, an upside, a downside). Each of these
is associated with different PDs, EADs and LGDs. When relevant, the assessment of multiple scenarios also
incorporates how defaulted loans are expected to be recovered, including the probability that the loans will cure and
the value of collateral or the amount that might be received for selling the asset.
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Financial Instruments (continued)
Impairment of ﬁnancial assets – Policy applicable from 1 January 2018 (continued)
The calculation of ECL (continued)
The mechanics of the ECL method are summarised below:
Ø Stage 1:

Ø Stage 2:

Ø Stage 3:
Ø Loan
commitments
and letter of
credits

Ø Financial
guarantee
contracts

The 12mECL is calculated as the portion of LTECLs that represent the ECLs that result from
default events on a financial instrument that are possible within the 12 months after the
reporting date. The Group calculates the 12mECL allowance based on the expectation of a
default occurring in the 12 months following the reporting date. These expected 12-month
default probabilities are applied to a forecast EAD and multiplied by the expected LGD and
discounted by an approximation to the original EIR.
When a loan has shown a significant increase in credit risk since origination, the Group records
an allowance for the LTECLs. The mechanics are similar to those explained above, including
the use of multiple scenarios, but PDs and LGDs are estimated over the lifetime of the
instrument. The expected cash shortfalls are discounted by an approximation to the original
EIR.
For loans considered credit-impaired, the Group recognises the lifetime expected credit losses
for these loans. The method is similar to that for Stage 2 assets, with the PD set at 100%.
When estimating LTECLs for undrawn loan commitments, the Group estimates the expected
portion of the loan commitment that will be drawn down over its expected life. The ECL is
then based on the present value of the expected shortfalls in cash flows if the loan is drawn
down. The expected cash shortfalls are discounted at an approximation to the expected EIR on
the loan.
For credit cards and revolving facilities that include both a loan and an undrawn commitment,
ECLs are calculated and presented together with the loan.
The Group’s liability under each guarantee is measured at the higher of the amount initially
recognised less cumulative amortisation recognised in the consolidated income statement, and
the ECL provision. For this purpose, the Group estimates ECLs based on the present value of
the expected payments to reimburse the holder for a credit loss that it incurs. The shortfalls are
discounted by the risk-adjusted interest rate relevant to the exposure.

Debt instruments measured at fair value through OCI
The ECLs for debt instruments measured at FVOCI do not reduce the carrying amount of these financial assets in
the consolidated statement of financial position, which remains at fair value. Instead, an amount equal to the
allowance that would arise if the assets were measured at amortised cost is recognised in OCI as an accumulated
impairment amount, with a corresponding charge to consolidated income statement. The accumulated loss
recognised in OCI is recycled to the consolidated income statement upon derecognition of the assets.
Forward looking information
The Group incorporates forward-looking economic inputs that are relevant to the region in which the Group is
located, for both its assessment of significant increase in credit risk and its measurement of ECL. Qualitative
overlays are made as and when necessary to correctly reflect the impact of the movement in the relevant economy
on the Group. Incorporating forward-looking information increases the degree of judgement required. The
methodologies and assumptions including any forecasts of future economic conditions are reviewed regularly.
Collateral valuation
To mitigate its credit risks on financial assets, the Group seeks to use collateral, where possible. The collateral comes
in various forms, such as cash, securities, letters of credit/guarantees, real estate, receivables, inventories, other nonfinancial assets and credit enhancements such as netting agreements. The Group’s accounting policy for collateral
assigned to it through its lending arrangements under IFRS 9 is the same is it was under IAS 39. Collateral, unless
repossessed, is not recorded on the Group’s consolidated statement of financial position. However, the fair value of
collateral affects the calculation of ECLs. It is generally assessed, at a minimum, at inception and re-assessed on a
regular basis.
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Financial Instruments (continued)
Impairment of ﬁnancial assets – Policy applicable from 1 January 2018 (continued)
Write-offs
The Group’s accounting policy under IFRS 9 remains the same as it was under IAS 39. Financial assets are written
off either partially or in their entirety only when the Group has stopped pursuing the recovery. If the amount to be
written off is greater than the accumulated loss allowance, the difference is first treated as an addition to the
allowance that is then applied against the gross carrying amount. Any subsequent recoveries are credited to credit
loss expense.
Impairment of financial assets – Policy applicable before 1 January 2018
The Group assesses at each reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only
if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial
recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment
may include indications that the borrowers or a group of borrowers is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and where observable data indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.
Financial assets available for sale
For financial assets available for sale, the Group assesses at each reporting date whether there is objective evidence
that an investment or a group of investments is impaired.
In the case of equity investments classified as available for sale, objective evidence would include a significant or
prolonged decline in the fair value of the investment below its cost. ‘Significant’ is evaluated against the original
cost of the investment and ‘prolonged’ against the period in which the fair value has been below its original cost.
Where there is evidence of impairment, the cumulative loss – measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that investment previously recognised in the consolidated
income statement – is removed from other comprehensive income and recognised in the consolidated income
statement. Impairment losses on equity investments are not reversed through the consolidated income statement;
increases in their fair value after impairment are recognised directly in other comprehensive income.
In the case of debt instruments classified as available for sale, impairment is assessed based on the same criteria as
financial assets carried at amortised cost. However, the amount recorded for impairment is the cumulative loss
measured as the difference between the amortised cost and the current fair value, less any impairment loss on that
investment previously recognised in the consolidated income statement.
Future interest income continues to be accrued based on the reduced carrying amount of the asset, using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss. The interest income
is recorded as part of interest income. If, in a subsequent year, the fair value of a debt instrument increases and the
increase can be objectively related to an event occurring after the impairment loss was recognised in the consolidated
income statement, the impairment loss is reversed through the consolidated income statement
Financial assets carried at amortised cost
For financial assets carried at amortised cost, the Group first assesses whether objective evidence of impairment
exists individually for financial assets that are individually significant, or collectively for financial assets that are
not individually significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included in a
collective assessment of impairment.
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Financial Instruments (continued)
Impairment of financial assets – Policy applicable before 1 January 2018
Financial assets carried at amortised cost (continued)
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference between the assets carrying amount and the present value of estimated future cash flows (excluding future
expected credit losses that have not yet been incurred). The present value of the estimated future cash flows is
discounted at the financial assets original effective interest rate. If a loan has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate.
The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the consolidated income statement. Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment loss. The interest income is recorded in the consolidated income statement. Loans together with the
associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been
realised or has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered,
the recovery is credited to other income in consolidated income statement.
When determining whether the risk of default has increased significantly since initial recognition, the Group
considers quantitative, qualitative information and backstop indicators and analysis based on the Group’s historical
experience and expert credit risk assessment, including forward-looking information.
Objective evidence that a specific financial asset or a group of financial assets classified as loans and advances are
impaired includes whether any payment of principal or interest is overdue by more than 90 days or there are any
known difficulties in the cash flows including the sustainability of the counterparty’s business plan, credit rating
downgrades, breach of original terms of the contract, its ability to improve performance once a financial difficulty
has arisen, deterioration in the value of collateral etc. The Group assess whether objective evidence of impairment
exists on an individual basis for each individually significant asset and collectively for others not deemed
individually significant.
Cash and cash equivalents
For the purpose of the consolidated cash flow statement, cash and cash equivalents includes cash and bank balances,
deposits and other short-term, highly liquid investments that are readily convertible to known amounts of cash with
original maturities up to three months from the date of acquisition and that are subject to an insignificant risk of
change in value.
Fair value measurement
The Group measures financial instruments, such as, derivatives, and non-financial assets such as investment
properties, at fair value at each balance sheet date. Also, fair values of financial instruments measured at amortised
cost are disclosed in note 30.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

•
•

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.
A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.
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Fair value measurement (continued)
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

•
•
•

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For financial instruments quoted in an active market, fair value is determined by reference to quoted market prices.
Bid prices are used for assets and offer prices are used for liabilities. The fair value of investments in mutual funds,
unit trusts or similar investment vehicles are based on the last published net assets value.
For unquoted financial instruments fair value is determined by reference to the market value of a similar investment,
discounted cash flows, other appropriate valuation models or brokers’ quotes.
For financial instruments carried at amortised cost, the fair value is estimated by discounting future cash flows at the
current market rate of return for similar financial instruments.
For investments in equity instruments, where a reasonable estimate of fair value cannot be determined, the
investment is carried at cost.
For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based
on the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained
above.
Inventories
Inventories are stated at the lower of cost and net realisable value. Costs are those expenses incurred in bringing
each product to its present location and condition and are determined on the weighted average basis. Net realisable
value is based on estimated selling price in the ordinary course of the business, less any further costs expected to be
incurred on completion and disposal. Inventories are included as part of other assets.
Properties held for trading
Properties acquired or being constructed for sale in the ordinary course of business, rather than to be held for rental
or capital appreciation, are held as properties held for trading and are measured at lower of cost and net realisable
value.
Cost includes free hold and leasehold rights for land, amount paid to contractors for construction, borrowing costs,
planning and design costs, cost of site preparation, professional fees for legal services, property transfer taxes,
construction overheads and other related costs.
Net realisable value is the estimated selling price in the ordinary course of business, based on market prices at the
reporting date and discounted for the time value of money if material, less costs to completion and the estimated
cost of sale. Non refundable commissions paid to sales or marketing agents on the sale of real estate units are
expensed when paid.
The cost of properties held for trading recognised in consolidated income statement on disposal is determined with
reference to the specific cost incurred on the property sold and an allocation of any non-specific costs based on the
relative size of the property sold. Write down of properties held for trading are charged to other operating expenses.
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Investment in associates and joint ventures
An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control over
those policies.
A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant activities require unanimous consent of the parties
sharing control.
The considerations made in determining significant influence or joint control are similar to those necessary to
determine control over subsidiaries.
The Group’s investments in its associate and joint venture are accounted for using the equity method.
Under the equity method, the investment in an associate or a joint venture is initially recognised at cost. The carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net assets of the associate or joint
venture since the acquisition date. Goodwill relating to the associate or joint venture is included in the carrying
amount of the investment and is neither amortised nor individually tested for impairment.
The consolidated income statement reflects the Group’s share of the results of operations of the associate or joint
venture. Any change in OCI of those investees is presented as part of the Group’s OCI. In addition, when there has
been a change recognised directly in the equity of the associate or joint venture, the Group recognises its share of
any changes, when applicable, in the statement of changes in equity. Unrealised gains and losses resulting from
transactions between the Group and the associate or joint venture are eliminated to the extent of the interest in the
associate or joint venture.
The aggregate of the Group’s share of profit or loss of an associate and a joint venture is shown on the face of the
consolidated income statement outside operating profit and represents profit or loss after tax and non-controlling
interests in the subsidiaries of the associate or joint venture.
The financial statements of the associate or joint venture are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the Group.
After application of the equity method, the Group determines whether it is necessary to recognise an impairment
loss on its investment in its associate or joint venture. At each reporting date, the Group determines whether there
is objective evidence that the investment in the associate or joint venture is impaired. If there is such evidence, the
Group calculates the amount of impairment as the difference between the recoverable amount of the associate or
joint venture and its carrying value, then recognises the loss as ‘impairment of investments’ in the consolidated
income statement.
Upon loss of significant influence over the associate or joint control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control and the fair value of the retained investment and
proceeds from disposal is recognised in consolidated income statement.
Investment properties
Investment properties comprise completed property and property under construction or re-development held to earn
rentals or for capital appreciation or both. Property held under a lease is classified as investment properties when
the definition of investment properties is met and it is accounted for as a finance lease.
Investment properties are measured initially at cost including transaction costs. Transaction costs include transfer
taxes, professional fees for legal services and initial leasing commissions to bring the property to the condition
necessary for it to be capable of operating. The carrying amount also includes the cost of replacing part of existing
investment properties at the time that cost is incurred if the recognition criteria are met.
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Investment properties (continued)
Subsequent to initial recognition, investment properties are stated at fair value. Gains or losses arising from changes
in the fair values are included in the consolidated income statement in the year in which they arise. For the purposes
of these consolidated financial statements the assessed fair value is:
· Reduced by the carrying amount of any accrued income resulting from the spreading of lease incentives
and/or minimum lease payments.
· Increased by the carrying amount of any liability to the holder of leasehold or freehold property included
in the consolidated statement of financial position as a finance lease obligation.
Investment properties are derecognised when it has been disposed of or permanently withdrawn from use and no
future economic benefit is expected from its disposal. Any gains or losses on the retirement or disposal of investment
properties are recognised in the consolidated income statement in the year of retirement or disposal.
Gains or losses on the disposal of investment properties are determined as the difference between net disposal
proceeds and the carrying value of the asset in the previous full period consolidated financial statements.
Transfers are made to investment properties when, and only when, there is a change in use, evidenced by the end of
owner occupation or commencement of an operating lease. Transfers are made from investment properties when,
and only when, there is a change in use, evidenced by commencement of owner occupation or commencement of
development with a view to sale. If owner-occupied property becomes an investment property, the Group accounts
for such property in accordance with the policy stated under property, plant and equipment up to the date of change
in use.
Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. When assets
are sold or retired, their cost and accumulated depreciation are eliminated from the accounts and any gain or loss
resulting from their disposal is recognised in the consolidated income statement.
Land is not depreciated. Depreciation is computed on a straight-line basis to their residual values over the estimated
useful lives of other property, plant and equipment as follows:
Buildings
Furniture and fixtures
Motor vehicles
Plant and equipment
Aircraft

10 to 50 years
3 to 10 years
3 to 5 years
3 to 20 years
15 years

Leasehold improvements are depreciated over the period of lease.
The useful life and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits arising from items of property, plant and
equipment.
The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where the
carrying values exceed the estimated recoverable amount, the assets are written down to their recoverable amount,
being the higher of their fair value less costs to sell and their value in use.
Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the respective
assets. All other borrowing costs are expensed in the period they occur. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.
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Intangible assets
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure
is reflected in the consolidated income statement in the year in which the expenditure is incurred.
The useful lives of intangible assets are assessed to be either finite or indefinite. The estimated useful lives of
intangible assets are as follows:
Licenses
Brand name
Customer contracts, core deposits and student relationships

10 years to indefinite
Indefinite
Up to 10 years

Licenses renewable at the end of the expiry period at little or no cost to the Group are assumed to have indefinite
useful life.
Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the
consolidated income statement in the expense category consistent with the function of the intangible asset.
Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash
generating unit level. Such intangibles are not amortised. The useful life of an intangible asset with an indefinite life
is reviewed annually to determine whether indefinite life assessment continues to be supportable. If not, the change
in the useful life assessment from indefinite to finite is made on a prospective basis.
Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the consolidated income statement
when the asset is derecognised.
Provisions
General
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation. Where the Group expects some or all of a provision
to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but
only when the reimbursement is virtually certain. The expense relating to any provision is presented in the
consolidated income statement net of any reimbursement.
Contingent liabilities recognised in a business combination
A contingent liability recognised in a business combination is initially measured at its fair value. Subsequently, it is
measured at the higher of: the amount that would be recognised in accordance with the general guidance for
provisions above in accordance with ‘IAS 37: Provisions, Contingent Liabilities and Contingent Assets’, or the
amount initially recognised less, when appropriate, cumulative amortisation recognised in accordance with the
guidance for revenue recognition in accordance with ‘IAS 18: Revenue’.
End of service indemnity
Provision is made for amounts payable to employees under the Kuwaiti Labour Law, employee contracts and
applicable labour laws in the countries where the subsidiaries operate. This liability, which is unfunded, represents
the amount payable to each employee as a result of involuntary termination on the reporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Treasury shares
Treasury shares consist of the Parent Company’s own issued shares that have been reacquired by the Group and not
yet reissued or cancelled. The treasury shares are accounted for using the cost method. Under this method, the
weighted average cost of the shares reacquired is charged to a contra account in equity. When the treasury shares
are reissued, gains are credited to a separate account in equity, the treasury shares reserve, which is not distributable.
Any realised losses are charged to the same account to the extent of the credit balance on that account. Any excess
losses are charged to retained earnings then to the voluntary reserve and statutory reserve. Gains realised
subsequently on the sale of treasury shares are first used to offset any provisional recorded losses in order of reserves,
retained earnings and treasury share reserve account. No cash dividends are paid on these shares. The issue of stock
dividend shares increases the number of treasury shares proportionately and reduces the average cost per share
without affecting the total cost of treasury shares.
Share based payment transactions
The Group operates an equity-settled, share-based Employee Stock Option Plan. Under the terms of the plan, stock
options are granted to permanent employees. The cost of equity-settled transactions with employees is measured by
reference to the fair value at the date on which they are granted. The fair value of the stock options is determined
using Black-Scholes option pricing model further details of which are given in note 17. The fair value of the stock
options is recognised as an expense over the vesting period with corresponding effect to equity.
The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the
period in which the performance and / or service conditions are fulfilled, ending on the date on which the relevant
employees become fully entitled to the award (‘the vesting date’). The cumulative expense recognised for equitysettled transactions at each reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity instruments that will ultimately vest. The consolidated
income statement expense or credit for a year represents the movement in cumulative expense recognised as at the
beginning and end of that year.
No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon
a market condition, which are treated as vested irrespective of whether or not the market condition is satisfied,
provided that all other performance and / or service conditions are satisfied.
Where the terms of an equity-settled award are modified, the minimum expense recognised is the expense as if the
terms had not been modified. An additional expense is recognised for any modification, which increases the total
fair value of the share-based payment arrangement, or is otherwise beneficial to the employee as measured at the
date of modification.
Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. This includes any award where non-vesting
conditions within the control of either the entity or the counterparty are not met. However, if a new award is
substituted for the cancelled award, and designated as a replacement award on the date that it is granted, the cancelled
and new awards are treated as if they were a modification of the original award, as described in the previous
paragraph.
The dilutive effect of outstanding share options is reflected as additional share dilution in the computation of diluted
earnings per share (Note 22).
Foreign currency translation
Each entity in the Group determines its own functional currency and items included in the financial statements of
each entity are measured using that functional currency. Transactions in foreign currencies are initially recorded at
the functional currency rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are translated to KD at rates of exchange prevailing on that date. Any
resultant gains or losses are recognised in the consolidated income statement.
Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are translated to
KD at the foreign exchange rates prevailing at the dates that the values were determined. In case of non-monetary
assets whose change in fair values are recognised directly in other comprehensive income, foreign exchange
differences are recognised directly in other comprehensive income and for non-monetary assets whose change in
fair value are recognised in the consolidated income statement, all differences are recognised in the consolidated
income statement.
42

FS - 45

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.6

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency translation (continued)
Assets (including goodwill) and liabilities, both monetary and non-monetary, of foreign operations are translated at
the exchange rates prevailing at the reporting date. Operating results of such operations are translated at average
exchange rates for the year. The resulting exchange differences arising on translation are recognised in the other
comprehensive income. On disposal of a foreign operation, the component of other comprehensive income relating
to that particular foreign operation is recognised in the consolidated income statement.
Other reserve
Other reserve is used to record the effect of changes in ownership interest in subsidiaries, without loss of control.
Segment information
A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenue and incurs costs. The operating segments are used by the management of the Group to allocate resources
and assess performance. Operating segments exhibiting similar economic characteristics, product and services, class
of customers where appropriate are aggregated and reported as reportable segments.
Income recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair
value of the consideration received or receivable. The Group assesses its revenue arrangements against specific
criteria in order to determine if it is acting as principal or agent. The Group has concluded that it is acting as a
principal in all of its revenue arrangements. The following specific recognition criteria must also be met before
revenue is recognised:
Dividend income
Dividend income is recognised when the right to receive payment is established.
Fees and commission
Fees and commission income is recognised when the Group satisfies the performance obligation by transferring the
promised service to customers. At inception of the contract, the Group determines whether it satisfies the
performance obligation over a period of time or at a point in time. Fees income earned from services provided over
a period of time is recognised over the period of service. Fees and commissions arising from providing a transaction
service are recognised at a point in time on completion of the underlying transaction.
Interest income and expense
Interest income and expense are recognised in the consolidated income statement for all interest bearing instruments
on EIR basis. The calculation includes all contractual terms of the financial instrument and includes any fee or
incremental costs that are directly attributable to the instrument and are an integral part of the effective interest rate,
but not future credit losses.
Once a financial instrument categorised, as financial assets available for sale, financial assets held to maturity, and
loans and receivables is impaired, interest is thereafter recognised using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss.
Digital satellite network services income
Digital satellite network services represent revenue from direct-to-home subscription, cable subscription,
advertising activities, receiving and broadcasting of space channels against periodic subscriptions and providing
internet services, and are recognised as and when the services are provided or rendered.
Hospitality and real estate income
Hospitality and real estate income includes hotel and rental income. Rental income is recognised on a straight-line
basis over the lease term. Hotel income represents the invoiced value of goods and services provided.
Manufacturing and distributing income
Manufacturing industries income is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer usually on delivery of the goods and the amount of revenue can be measured reliably.
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Non-current assets held for sale and discontinued operations
The Group classifies non-current assets and disposal groups as held for sale if their carrying amounts will be recovered
principally through a sale transaction rather than through continuing use. Non-current assets and disposal groups
classified as held for sale are measured at the lower of their carrying amount and fair value less costs to sell unless the
items presented in the disposal group are not part of the measurement scope as defined in IFRS 5. The criteria for held
for sale classification is regarded as met only when the sale is highly probable and the asset or disposal group is
available for immediate sale in its present condition. Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one year from the date of classification. Equity
accounting for investment in joint ventures ceases once classified as held for sale.
A disposal group qualifies as discontinued operation if it is a component of an entity that either has been disposed of,
or is classified as held for sale, and:
· Represents a separate major line of business or geographical area of operations
· Is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations;
or
· Is a subsidiary acquired exclusively with a view to resale.
Discontinued operations are excluded from the results of continuing operations and are presented as a single amount
as profit or loss after tax from discontinued operations in the interim condensed consolidated income statement.
Leases
The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement
and requires an assessment of whether the fulfillment of the arrangement is dependent on the use of a specific
asset or assets and the arrangement conveys a right to use the asset.
Group as a lessor
Leases where the Group retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same bases as rental income.
Group as a lessee
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Operating lease payments are recognised as an expense in the consolidated income statement on a
straight-line basis over the lease term.
A property interest that is held by the Group under an operating lease may be classified and accounted for as an
investment property when the property otherwise meets the definition of an investment property, evaluated property
by property, and based on management’s intention. The initial cost of a property interest held under a lease and
classified as an investment properties is determined at the lower of the fair value of the property and the present value
of the minimum lease payments. An equivalent amount is recognised as a liability.
Impairment of non-financial assets
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount
of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs to sell, recent market transactions are taken into account, if
available. If no such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair value
indicators.
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Impairment of non-financial assets (continued)
The Group bases its impairment calculation on detailed budgets and forecast calculations which are prepared
separately for each of the Group’s cash-generating units to which the individual assets are allocated. These budgets
and forecast calculations are generally covering a period of five years. For longer periods, a long term growth rate
is calculated and applied to project future cash flows after the fifth year.
Impairment losses of continuing operations are recognised in the consolidated income statement, except for a
property previously revalued where the revaluation was taken to other comprehensive income. In this case, the
impairment is also recognised in other comprehensive income up to the amount of any previous revaluation.
Taxation
National Labour Support Tax (NLST)
The Parent Company calculates the NLST in accordance with Law No. 19 of 2000 and the Minister of Finance
Resolutions No. 24 of 2006 at 2.5% of taxable profit for the period. As per law, income from associates and
subsidiaries, cash dividends from listed companies which are subjected to NLST have been deducted from the profit
for the year.
Kuwait Foundation for the Advancement of Sciences (KFAS)
The Parent Company calculates the contribution to KFAS at 1% in accordance with the modified calculation based
on the Foundation’s Board of Directors resolution, which states that the income from associates and subsidiaries,
Board of Directors’ remuneration, transfer to statutory reserve should be excluded from profit for the year when
determining the contribution.
Zakat
Contribution to Zakat is calculated at 1% of the profit of the Parent Company in accordance with the Ministry of
Finance resolution No. 58/2007.
Taxation on overseas subsidiaries
Taxation on overseas subsidiaries is calculated on the basis of the tax rates applicable and prescribed according to
the prevailing laws, regulations and instructions of the countries where these subsidiaries operate. Income tax
payable on taxable profit (‘current tax’) is recognised as an expense in the period in which the profits arise in
accordance with the fiscal regulations of the respective countries in which the Group operates.
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date.
Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits
and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilised, except when the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting profit nor taxable profit or loss.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent that
it has become probable that future taxable profits will allow the deferred tax asset to be recovered.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax
assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.
Deferred tax assets and liabilities are measured using tax rates and applicable legislation at the reporting date.
Dividends on ordinary shares
Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the
Parent Company’s shareholders.
Dividends for the year that are approved after the consolidated statement of financial position date are disclosed as
an event after the consolidated statement of financial position date.
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Fiduciary assets
Assets and related deposits held in trust or in a fiduciary capacity are not treated as assets or liabilities of the Group
and accordingly are not included in the consolidated statement of financial position.
Contingencies
Contingent liabilities are not recognised in the consolidated financial statements, but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are not recognised in the consolidated financial statements, but are disclosed when an inflow of
economic benefits is probable.
2.7

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the
accompanying disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that require a material adjustment to the carrying amount of assets or
liabilities affected in future periods. In the process of applying the Group’s accounting policies, management has
made the following judgements and assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year. Existing circumstances and assumptions about future
developments may change due to circumstances beyond the Group’s control and are reflected in the assumptions if
and when they occur. Items with the most significant effect on the amounts recognised in the consolidated financial
statements with substantial management judgement and/or estimates are collated below with respect to
judgements/estimates involved.
Judgements
In the process of applying the Group’s accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect on the amounts recognised in the
consolidated financial statements:
Classification of financial assets - applicable from 1 January 2018
The Group determines the classification of financial assets based on the assessment of the business model within
which the assets are held and assessment of whether the contractual terms of the financial asset are solely payments
of principal and interest on the principal amount outstanding. Judgments are required in determining the business
model at an appropriate level that best reflects an aggregated group or portfolio of assets which are managed together
to achieve a particular business objective. The Group also applies judgment to assess if there is a change in business
model in circumstances when the assets with in that business model are realised differently than the original
expectations.
Classification of financial assets - applicable before 1 January 2018
Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss, loans
and receivables, held to maturity investments, available for sale financial assets, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate. The Group determines the classification of its financial
assets at initial recognition.
Impairment of equity financial assets available for sale - applicable before 1 January 2018
The Group treats equity financial assets available for sale as impaired when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists. The determination
of what is ‘significant’ or ‘prolonged’ requires considerable judgment.
Control assessment
When determining control, management considers whether the Group has the practical ability to direct the relevant
activities of an investee on its own to generate returns for itself. The assessment of relevant activities and ability to
use its power to affect variable return requires considerable judgment.
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Judgements (continued)
Deferred tax assets
Deferred tax assets are recognised in respect of tax losses to the extent that it is probable that future taxable profits
will be available against which the losses can be utilised. Judgment is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely timing and level of future taxable profits, together with
future tax planning strategies.
Operating Lease – Group as lessor
The Group has entered into commercial property leases on its investment properties portfolio. The Group has
determined, based on an evaluation of the terms and conditions of the arrangements, that it retains all the significant
risks and rewards of ownership of these properties and so accounts for the contracts as operating leases.
Estimation uncertainty and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:
Impairment of goodwill and other intangibles with indefinite useful lives
The Group determines whether goodwill and other intangibles with indefinite useful lives are impaired at least on
an annual basis. This requires an estimation of the value in use or fair value less cost to sell of the cash-generating
units to which the goodwill and other intangibles with indefinite useful lives are allocated. Estimating the value in
use requires the Group to make an estimate of the expected future cash flows from the cash-generating unit and also
to choose a suitable discount rate in order to calculate the present value of those cash flows.
Expected Credit Losses on financial assets - applicable from 1 January 2018
The measurement of impairment losses under IFRS 9 across all categories of financial assets requires judgement,
in particular, the estimation of the amount and timing of future cash flows and collateral values when determining
impairment losses and the assessment of a significant increase in credit risk. These estimates are driven by a number
of factors, changes in which can result in different levels of allowances.
The Group’s ECL calculations are outputs of complex models with a number of underlying assumptions regarding
the choice of variable inputs and their interdependencies. Elements of the ECL models that are considered
accounting judgements and estimates include:
Ø The Group’s internal credit grading model, which assigns PDs to the individual grades;
Ø The Group’s criteria for assessing if there has been a significant increase in credit risk and so allowances
for financial assets should be measured on a LTECL basis and the qualitative assessment;
Ø The segmentation of financial assets when their ECL is assessed on a collective basis;
Ø Development of ECL models, including the various formulas and the choice of inputs;
Ø Determination of associations between macroeconomic scenarios and, economic inputs, such as
unemployment levels and collateral values, and the effect on PDs, EADs and LGDs; and/or
Ø Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive the
economic inputs into the ECL models
Provision for credit losses – applicable before 1 January 2018
The Group reviews its problematic loans and advances on a quarterly basis to assess whether a provision for credit
losses should be recorded in the consolidated income statement. In particular, considerable judgment by
management is required in the estimation of the amount and timing of future cash flows when determining the level
of provisions required. Such estimates are necessarily based on assumptions about several factors involving varying
degrees of judgment and uncertainty, and actual results may differ resulting in future changes to such provisions.
Collective impairment provision on loans and advances – applicable before 1 January 2018
In addition to specific provisions against individually significant loans and advances, the Group also makes a
collective impairment provision against loans and advances which is not specifically identified against a loan. This
collective provision is based on any deterioration in the internal grade of the loan since it was granted. The amount
of the provision is based on the historical loss pattern for loans within each grade and is adjusted to reflect current
economic changes.
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Estimation uncertainty and assumptions (continued)
Collective impairment provision on loans and advances – applicable before 1 January 2018 (continued)
This internal grading take into consideration factors such as any deterioration in country risk, industry, and
technological obsolescence as well as identified structural weaknesses or deterioration in cash flows.
Fair values of assets and liabilities including intangibles
Considerable judgement by management is required in the estimation of the fair value of the assets including
intangibles with definite and indefinite useful life, liabilities and contingent liabilities acquired as a result of business
combination.
Fair value measurement of financial instruments
Where the fair value of financial assets recorded in the consolidated statement of financial position cannot be derived
from active markets, their fair value is determined using valuation techniques including the discounted cash flow
model. The inputs to these models are taken from observable markets where possible, but where this is not feasible,
a degree of judgment is required in establishing fair values. The judgments include considerations of inputs such as
liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the reported fair
value of financial instruments.
Contingent consideration, resulting from business combinations, is valued at fair value at the acquisition date as part
of the business combination. When the contingent consideration meets the definition of a financial liability, it is
subsequently re-measured to fair value at each reporting date. The determination of the fair value is based on
discounted cash flows. The key assumptions take into consideration the probability of meeting each performance
target and the discount factor.
The determination of the cash flows and discount factors for unquoted equity financial assets requires significant
estimation.
Valuation of investment properties
Fair value of investment properties are assessed by independent real estate appraisers. Two main methods used to
determine the fair value of property interests in investment properties are; (a) formula based discounted cash flow
analysis and (b) comparative analysis, as follows:
a)

Formula based discounted cash flow, is based on a series of projected free cash flows supported by the
terms of any existing lease and other contracts and discounted at a rate that reflects the risk of the asset.

b) Comparative analysis is based on the assessment made by an independent real estate appraiser using values
of actual deals transacted recently by other parties for properties in a similar location and condition, and
based on the knowledge and experience of the real estate appraiser.
In arriving at the estimates of market values as at 31 December 2018, valuers used their market knowledge and
professional judgment and did not rely solely on historical transactional comparables. In these circumstances, there
was a greater degree of uncertainty in estimating the market values of investment properties than would exist in a
more active market.
The significant methods and assumptions used by valuers in estimating fair value of investment property are stated
in Note 9.
Techniques used for valuing investment properties
The discounted cash flow method involves the projection of a series of periodic cash flows either to an operating
property or a development property. To this projected cash flow series, an appropriate, market derived discount rate
is applied to establish an indication of the present value of the income stream associated with the property. The
calculated periodic cash flow is typically estimated as gross rental income less vacancy and collection losses and
less operating expenses/outgoings. A series of periodic net operating incomes, along with an estimate of the
reversion/terminal/exit value (which uses the traditional valuation approach) anticipated at the end of the projection
period, are discounted to present value. The aggregate of the net present values equals the fair value of the property.
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Estimation uncertainty and assumptions (continued)
Techniques used for valuing investment properties (continued)
The Residual Method (or Hypothetical Development Approach) to estimating fair value is a combination of the
Capitalisation (income) approach and a Cost approach (summation). The Residual Method is defined as: “A method
of determining the value of a property which has potential for development, redevelopment or refurbishment. The
estimated total cost of the work, including fees and other associated expenditures, plus allowance for interest,
developer’s risk and profit, is deducted from the gross value of the completed project. The resultant figure is then
adjusted back to the date of valuation to give the residual value.”
2.8

TRANSITION DISCLOSURES

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied with effect from 1 January
2018, as described below:
a) Comparative periods have not been restated. Differences in the carrying amounts of financial assets and financial
liabilities resulting from the adoption of IFRS 9 are recognised in retained earnings and reserves as at 1 January
2018. Accordingly, the information presented for 2017 does not reflect the requirements of IFRS 9 and therefore is
not comparable to the information presented for 2018 under IFRS 9.
b) The following assessments have been made based on the facts and circumstances that existed at the date of initial
application.

•
•
•
•

The determination of the business model within which a financial asset is held.
The designation and revocation of previous designations of certain financial assets and financial liabilities
as measured at FVTPL.
The designation of certain investments in equity instruments not held for trading as at FVOCI.
If a debt security had low credit risk at the date of initial application of IFRS 9, then the Group has assumed
that credit risk on the asset had not increased significantly since its initial recognition.

The impact of adoption of IFRS 9 as at 1 January 2018 has been to decrease retained earnings by KD 129,877
thousand, decrease in non-controlling interest by KD 71,651 thousand, and to increase the fair value reserve by KD
9,206 thousand as follows:

Impact on reclassification and re-measurements:
Investment securities (debt) from amortised cost to FVOCI
Investment securities (debt) from available-for-sale to
amortised cost
Investment securities (debt and equity) from available-for- sale
to FVTPL
Investment securities (equity and debt) from available-for-sale
to FVOCI
Impact on recognition of Expected Credit Losses on financial
assets:
Expected credit losses under IFRS 9 for debt financial assets
at FVOCI
Expected credit losses under IFRS 9 for financial assets at
amortised cost
Net impact under IFRS 9 on date of initial application of 1
January 2018
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Retained
earnings
KD 000’s
-

Cumulative
changes in fair
value
KD 000’s
195

Noncontrolling
interests
KD 000’s
110

744

418

(2,683)

3,283

3,035

(8,985)

4,905

(2,301)

(79)

79

(118,130)
───────

───────

(72,913)
───────

(129,877)
═══════

9,206
═══════

(71,651)
═══════
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Classification of financial assets and financial liabilities on the date of initial application of IFRS 9
The following table shows reconciliation of original measurement categories and carrying value in accordance with
IAS 39 and the new measurement categories under IFRS 9 for the Group’s financial assets and financial liabilities
as at 1 January 2018.
Original
carrying
New carrying
Original
New
amount under
Transition
amount under
classification
classification
IAS 39
adjustments
IFRS 9
Financial assets
under IAS 39
under IFRS 9
KD ‘000’
KD ‘000’
KD ‘000’
Loans and
Amortised
Cash in hand and banks
receivables
cost
1,569,565
(454)
1,569,111
Treasury bills, bonds and
Loans &
Amortised
other debt securities
receivables
cost
646,675
219,267
865,942
Loans &
Amortised
Loans and advances
receivables
cost
5,240,825
(283,116)
4,957,709
Financial assets at fair
Fair value
Fair value
value through profit or
loss
through P&L
through P&L
35,355
171,235
206,590
Financial assets available
Available for
Fair Value
for sale
sale
through OCI
514,103
(196,479)
317,624
Financial assets held to
Amortised
maturity
Held to maturity
cost
77,597
(77,597)
Loans and
Amortised
Other assets
receivables
cost
447,200
521
447,721
────────
────────
────────
Total financial assets

8,531,320

════════

(166,623)

════════

8,364,697

════════

Other transition adjustments include share of ECL on loans and advances of investment in associates amounting to
KD 358 thousand and other liabilities amounting to KD 25,341 thousand.
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2.8

TRANSITION DISCLOSURES (continued)

Reconciliation of carrying amounts under IAS 39 to carrying amounts under IFRS 9 at the adoption of
IFRS 9 (continued)
The following table reconciles the carrying amounts under IAS 39 to the carrying amounts under IFRS 9 on
transition to IFRS 9 on 1 January 2018.
IAS 39
carrying
amount as at
31 December
2017
KD 000’s

Reclassification
KD 000’s

Remeasurement
KD 000’s

IFRS 9 carrying
amount as at 1
January 2018
KD 000’s

1,569,565
───────
1,569,565
═══════

───────
═══════

(454)
───────
(454)
═══════

───────
1,569,111
═══════

646,675
───────
646,675
═══════

59,764
158,961
───────
218,725
═══════

(435)
977
───────
542
═══════

───────
865,942
═══════

5,240,825
───────
5,240,825
═══════

(118,140)
───────
(118,140)
═══════

(164,976)
───────
(164,976)
═══════

───────
4,957,709
═══════

Financial assets at amortised cost
Cash in hand and at banks
Opening balance
Impairment allowance
Closing balance
Treasury bills, bonds and other debt
securities
Opening balance
From financial assets held to maturity
From financial assets available for sale
Impairment allowance
Remeasurement
Closing balance
Loans and advances
Opening balance
To FVTPL
Impairment allowance
Closing balance
Held-to-maturity
Opening balance
To treasury bills, bonds and other debt
securities
To FVOCI
Closing balance
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77,597
───────
77,597
═══════
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(59,764)
(17,833)
───────
(77,597)
═══════

───────
═══════

───────
═══════

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
2.8

TRANSITION DISCLOSURES (continued)

Reconciliation of carrying amounts under IAS 39 to carrying amounts under IFRS 9 at the adoption of
IFRS 9 (continued)
IAS 39
carrying
amount as at
IFRS 9 carrying
31 December
Reamount as at 1
2017
Reclassification measurement January 2018
KD 000’s
KD 000’s
KD 000’s
KD 000’s
Other assets
Opening balance
447,200
Impairment allowance
521
───────
───────
───────
───────
Closing balance
447,200
521
447,721
═══════
═══════
═══════
═══════
Financial asset available for sale
Opening balance
514,103
To FVOCI
(269,509)
To FVTPL
(85,633)
To treasury bills, bonds and other debt
securities
(158,961)
───────
───────
───────
───────
Closing balance
514,103
(514,103)
═══════
═══════
═══════
═══════
FVOCI
Opening balance
From available-for-sale
269,509
(3,368)
From held to maturity
17,833
306
From FVTPL
33,344
───────
───────
───────
───────
Closing balance
320,686
(3,062)
317,624
═══════
═══════
═══════
═══════
Financial assets at fair value through
profit or loss
Opening balance
35,355
From available-for-sale
85,633
From loans and advances
118,140
To FVOCI
(33,344)
806
───────
───────
───────
───────
Closing balance
35,355
170,429
806
206,590
═══════
═══════
═══════
═══════
The following table reconciles the aggregate opening loan loss provision allowances under IAS 39 for cash facilities
and provisions for loan commitments and financial guarantee contracts in accordance with IAS 37 Provisions
Contingent Liabilities and Contingent Assets to the ECL allowances under IFRS 9.
Loan loss
provision under
ECLs under
IAS 39/IAS 37 at
IFRS 9 at
31 December
Re2017
measurement 1 January 2018
KD 000’s
KD 000’s
KD 000’s
Impairment allowance for:
Loans and advances and held to maturity securities per IAS 39/
financial assets at amortised cost under IFRS 9

77,930

164,976

242,906

Non-Cash Credit Facilities

10,504

25,341

35,845

─────────

─────────

─────────

═════════

═════════

═════════

88,434

Total
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CASH IN HAND AND AT BANKS

Cash and bank balances
Deposits with original maturities up to three months
Expected credit losses

2018
KD 000’s

2017
KD 000’s

1,053,464
1,061,772
(547)

1,127,545
432,225
-

─────────

─────────

─────────

─────────

═════════

═════════

2018
KD 000’s

2017
KD 000’s

4,019,005
324,215
497,187

4,082,278
612,012
624,465

2,114,689
4,079

Cash and cash equivalents
Add: deposits with original maturities exceeding three months

2,118,768

4

1,559,770
9,795
1,569,565

LOANS AND ADVANCES

The composition of loans and advances, classified by type of borrower, is as follows:

Corporate
Banks and financial institutions
Retail

─────────

─────────

─────────

─────────

═════════

═════════

4,840,407
(205,080)

Less: Allowance for ECL / provision for credit losses

4,635,327

5,318,755
(77,930)
5,240,825

The table below shows the credit quality and the maximum exposure to credit risk based on the Group’s internal
credit rating system and year-end stage classification. The amounts presented are gross of impairment allowances.

Internal rating grade
Performing
High grade
Standard grade
Past due but not impaired
Non – performing
Individually impaired
Total

Stage 1
KD 000’s
1,229,603
2,597,668
38,563
-

Stage 2
KD 000’s
186,989
474,325
117,802
-

Stage 3
KD 000’s
195,457

2018
Total
KD 000’s
1,416,592
3,071,993
156,365
195,457

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

3,865,834

779,116

195,457

4,840,407

Following is the stage wise break-up of the gross carrying amount of loans and advances as of the date of transition
to IFRS 9:
2018
Stage 1
Stage 2
Stage 3
Total
KD 000’s
KD 000’s
KD 000’s
KD 000’s
Loans and advances
ECL allowances
As at 1 January 2018
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4,388,410
(20,949)

717,808
(81,638)

212,537
(140,319)

5,318,755
(242,906)

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

4,367,461
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LOANS AND ADVANCES (continued)

An analysis of changes in the ECL allowances in relation to loans and advances, as follows:

ECL allowance
Balance at 1 January
Acquisition of a subsidiary
Charge / (recovery) during the year
Amounts written off during the year
Foreign exchange
At 31 December 2018

Stage 1
KD ’000
20,949
53
8,000
(1,055)

Stage 2
KD ’000
81,638
(17,898)
(5,559)

Stage 3
KD ’000
140,319
3,231
25,597
(50,794)
599

Total
KD ’000
242,906
3,284
15,699
(50,794)
(6,015)

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

27,947

58,181

118,952

205,080

An analysis of the allowance for impairment losses under IAS 39 /IAS 37 for loans and advances and non cash
facilities for the year to 31 December 2017
2017
KD 000’s
As at 1 January
Exchange adjustments
Amounts written off
Provision for credit losses

125,890
(3,578)
(56,345)
22,467

─────────

As at 31 December

88,434

═════════

Provision for credit losses (in the table above) includes provision for non-cash facilities amounting to KD 10,504
thousand. Provision for non-cash facilities is included in other liabilities (note 15).
5

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
2018
KD 000’s
10,846
7,723
2,832
138,332
105,332

Equity securities
Unquoted equity securities
Quoted debt securities
Managed funds
Forfaiting assets

2017
KD 000’s
29,724
4,396
1,235
-

─────────

─────────

═════════

═════════

265,065

35,355

Refer to note 29.4.3 for geographical distribution of equity instruments and note 30 for fair value measurement.
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FINANCIAL ASSETS AVAILABLE FOR SALE/ FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE INCOME
2018
KD 000’s

Financial assets available for sale
Quoted financial assets
Equities
Debt securities

-

─────────

─────────

─────────

-

82,375
71,323
47,384

─────────

─────────

─────────

═════════

═════════

-

32,709
118,291

201,082
514,103

-

─────────

─────────

─────────

─────────

151,000

Unquoted financial assets
Equities
Debt securities

313,021

─────────

-

Financial assets at fair value through other comprehensive income
Quoted financial assets
Equities
Debt securities

42,175
270,846

─────────

-

Unquoted financial assets
Equities
Managed funds
Debt securities

2017
KD 000’s

88,664
14,020

-

-

─────────

─────────

─────────

─────────

═════════

═════════

102,684
253,684

-

Refer note 29.4.3 for geographical distribution of equity instruments and note 30 for fair value measurement.
7

OTHER ASSETS

Net accounts receivable
Accrued interest and other income receivable
Prepayments
Assets pending sale *
Other

2018
KD 000’s

2017
KD 000’s

123,253
141,785
24,692
91,900
86,311

155,288
99,091
24,655
88,007
80,159

─────────

─────────

═════════

═════════

467,941

447,200

* The assets pending sale are arising from the operating activities of the commercial banking subsidiaries of the
Group. These assets are carried at lower of cost or net realizable value. The net realizable value of real estate assets
included in assets pending for sale are based on valuations performed by accredited independent valuators by using
market comparable method. As the significant valuation inputs used are based on unobservable market data these
are classified under level 3 fair value hierarchy. However, the impact on the consolidated income statement would
be immaterial if the relevant risk variables used to fair value were altered by 5%.
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INVESTMENT IN ASSOCIATES

Name of company
Qurain Petrochemical Industries
Company K.S.C.P. (“QPIC”)
Gulf Insurance Group K.S.C.P. (“GIG”)
Advance Technology Company K.S.C.P.
(“ATC”)
Abdali Boulevard Company
P.S.C.(“ABC”) (a)
Burgan Equity Fund (b)
Al-Fujeira Real Estate Limited
Manafae Holding Company
K.S.C.(Closed).
Kandil Glass S.A.E.
First Real Estate Investment Company
K.S.C. (Closed)
United Capital Transport Company
K.S.C. (Closed)
Kuwait Education Fund
Kuwait Hotels Company K.S.C.P.
(“KHC”)
SSH Dar International Engineering
Consultancy

Country of
incorporation

Principal
activities

Effective interest
2018

2017

Carrying value
‘Restated’
2018
2017
KD 000’s KD 000’s

Kuwait
Kuwait

Petrochemical
activities
Insurance

31%
46%

31%
46%

165,227
73,174

155,827
73,369

Kuwait

Trading

29%

29%

44,626

43,089

Jordan
Kuwait
U.A. E

Real estate
Fund
Real estate

50%

40%
20%
50%

6,267

36,396
13,978
7,814

Kuwait
Egypt

Investment
Manufacturing

38%
50%

38%
50%

3,638
2,816

4,176
2,643

Kuwait

Real estate

20%

20%

4,538

4,352

Kuwait
Kuwait

Services
Fund

40%
34%

40%
34%

2,811
41

4,538
4,266

Kuwait

Hotels

34%

34%

2,203

2,256

Bahrain

Engineering
Credit Card &
ATM Services
Real Estate
Banking
Education
Manufacturing
Real Estate
Manufacturing
Fund
Real Estate
Financial
Services
Financial
Services
Factoring

29%

23%

254

639

30%
20%
31%
49%
50%
40%
23%
30%

30%
20%
31%
15%
49%
50%
40%
23%
-

2,305
3,509
254
9
5,886
7,387
4,413

2,296
3,705
1,217
125
255
9
5,812
6,865
-

20%

-

49%
-

51%

Middle East Payment Services Co.
N.S.88 SPC
Syria Gulf Bank S.A. (e)
Arab Leadership Academy (b)
Saidal Norah Manufacturing
Al Thaniya Real Estate Company P.S.C
Insha'a Holding Company
Kamco Investment fund
KAMCO Real Estate Yield Fund (c)
Adhari Park Development Company
B.S.C. (Closed) (d)

Jordan
Bahrain
Syria
Kuwait
Algeria
Jordan
Kuwait
Kuwait
Kuwait

FINACorp SA (d)
Latam Factors S.A. (b)

Tunisia
Chile

Bahrain

-

57

-

67

1,678

──────

──────

══════

══════

329,482

375,305

(a) During the year, the one of the subsidiary of the Group “URC” entered into a share purchase agreement
(“SPA”) with Abdalli Investment and Development Company P.S.C. (“AID”) for the sale of its 40% equity
interest in the associate “ABC” and acquisition of 40% equity interest in Abdalli Mall Company (“AMC”)
with an additional cash consideration of KD 8,572 thousand.
As a result of abovementioned transaction, the Group acquired additional 40% equity interest in AMC. Upon
acquisition of additional 40% interest in AMC, the Group recognised KD 12,083 thousand in other reserves
representing the excess consideration over the non-controlling interest of ABC.
(b) During the year, Group sold/reclassified its equity interest in these entities upon loss of significant influence.
(c) During the year the Group additionally acquired its equity interest in this entity and reclassified its investment
from financial assets at fair value through profit or loss to investment in associate.
(d) During the year, Group acquired its equity interest in these entities.
(e) During the year the Group impaired its investment in associate.
56
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INVESTMENT IN ASSOCIATES (continued)

Investment in associates include quoted associates with a carrying value of KD 285,230 thousand (2017: KD
274,541 thousand) having quoted market value of KD 217,273 thousand (represents QPIC: KD 116,838 thousand,
GIG: KD 53,957 thousand, ATC: KD 43,605 thousand and KHC: KD 2,873 thousand) (2017: KD 228,058 thousand
(represents QPIC: KD 106,777 thousand, GIG: KD 67,879 thousand, ATC: KD 47,966 thousand and KHC: KD
5,436 thousand). In accordance with IAS 36, ‘Impairment of Assets’, the Group’s recoverable amount of the above
associates (i.e. value in use) was in excess of their carrying values and accordingly no impairment was recognised
against these investments during the year.
Summarized financial information of associates that are individually material to the Group before inter-company
eliminations is as follows:
31 December 2018
Associates’ statement of financial position:
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Equity
Equity attributable to shareholders of associates
Group’s ownership interest
Proportion of equity attributable to Group’s ownership interest **
Associates’ revenue and results:
Income
Total profit for the year
Group’s share of the profit attributable to the equity holders
Dividends received during the year
Group’s share of contingent liabilities and commitments

31 December 2017
Associates’ statement of financial position:
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Equity
Equity attributable to shareholders of associates
Group’s ownership interest
Proportion of equity attributable to Group’s ownership interest **
Associates’ revenue and results:
Income
Total profit for the year
Group’s share of the profit attributable to the equity holders
Dividends received during the year
Group’s share of contingent liabilities and commitments

QPIC
KD 000’s

GIG
KD 000’s

ATC *
KD 000’s

140,434
530,085
51,796
82,510
───────
536,213
387,506
═══════
31%
120,127
═══════

253,278
275,982
217,558
199,279
───────
112,423
89,140
═══════
46%
41,004
═══════

254,465
39,803
200,845
36,491
───────
56,932
56,932
═══════
29%
16,510
═══════

222,164
═══════
47,816
═══════
10,864
═══════
4,544
═══════
5,084
═══════

166,721
═══════
14,663
═══════
5,477
═══════
2,471
═══════
7,544
═══════

162,705
═══════
8,379
═══════
2,436
═══════
872
═══════
30,976
═══════

QPIC
KD 000’s

‘Restated’
GIG
KD 000’s

ATC *
KD 000’s

128,470
501,121
60,023
78,831
───────
490,737
356,873
═══════
31%
110,631
═══════

255,239
237,578
214,452
178,396
───────
99,969
81,605
═══════
46%
37,538
═══════

193,801
32,229
150,249
24,134
───────
51,647
51,647
═══════
29%
14,978
═══════

207,519
═══════
52,586
═══════
10,720
═══════
3,570
═══════
5,349
═══════

148,463
═══════
10,765
═══════
4,735
═══════
3,295
═══════
7,974
═══════

143,390
═══════
7,368
═══════
2,141
═══════
654
═══════
33,265
═══════

*Income, profit, and balance sheet items are based on 12 months ending 30 September 2018 and 30 September 2017.
** Difference between carrying value and proportion of equity attributable to Group’s ownership interest materially
represents goodwill.
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INVESTMENT IN ASSOCIATES (continued)

Summarized financial information of all the individually immaterial associates before inter-company eliminations
is as follows:
2018
2017
KD 000’s
KD 000’s
Associates’ statement of financial position:
Total assets
343,997
320,451
Total liabilities
190,903
130,007

Associates’ revenue and results:
Income

───────

═══════

═══════

75,157

190,444

86,584

═══════

═══════

═══════

═══════

2018
KD 000’s

2017
KD 000’s

178,775
98,021
348,613

76,707
97,661
348,578

(5,715)

Total loss for the year
9

───────

153,094

Equity

(16,801)

INVESTMENT PROPERTIES

Land for development
Projects under construction
Developed properties

────────

────────

════════

════════

2018
KD 000’s

2017
KD 000’s

625,409

522,946

The movement in investment properties during the year was as follows:

522,946
657
92,300
(924)
9,640
790

As at 1 January
Acquisition of Subsidiary (note 24)
Additions
Disposals
Change in fair value (note 18)
Exchange adjustments
As at 31 December

428,914
88,504
(1,482)
9,554
(2,544)

────────

────────

════════

════════

625,409

522,946

Valuation of investment properties were conducted as at 31 December 2018 by independent appraisers with a
recognized and relevant professional qualification and recent experience of the location and category of investment
property being valued. The discounted future cash flow method or property market value method have been used as
deemed appropriate considering the nature and usage of the property.
Profit related to developed properties carried at fair value are as follows:

2018
KD 000’s
28,234
(8,866)

Rental income
Direct operating expenses
Profit arising from investment properties carried at fair value

58

2017
KD 000’s
28,450
(6,895)

────────

────────

════════

════════

19,368

21,555
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INVESTMENT PROPERTIES (continued)

Included under investment properties are buildings constructed on land leased from the Government of Kuwait
amounting to KD 97,703 thousand (2017: KD 100,633 thousand). The lease periods for the plots of land leased from
the Government of Kuwait and others range from 1 to 50 years.
Fair value hierarchy
The fair value measurement of investment properties has been categorized as level 3 fair value based on inputs to
the valuation technique used.
The following main inputs have been used for valuations as at the reporting date:
Investment properties
Office properties
Retail properties

Average net initial yield
Reversionary yield
Inflation rate
Long-term vacancy rate
Long-term growth in real rental rates

2018
%

2017
%

2018
%

2017
%

10
11
4
10
3

10
11
3
10
3

10
11
4
10
3

10
11
3
10
3

Sensitivity analysis
The table below presents the sensitivity of the valuation to changes in the most significant assumptions underlying
the valuation of investment properties.

Significant unobservable inputs

Sensitivity

2018
Impact on
fair value
KD 000’s

2017
Impact on fair
value
KD 000’s

Average net initial yield

+ 1%

+30,171
-29,553

+31,069
-30,120

Reversionary yield

+ 1%

+23,973
-21,863

+24,996
-22,309

+ 25 basis
points

+4,753
-5,628

+5,041
-6,041

Long-term vacancy rate

+ 1%

-3,816
+3,987

-3,932
+4,417

Long-term growth in real rental rates

+ 1%

+7,660
-7,684

+7,866
-7,875

Inflation rate
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INTANGIBLE ASSETS
Goodwill
KD 000’s

Gross carrying amount:
As at 1 January 2018
Effect of PPA (Note 24)
Additions
Disposal
Exchange adjustment
As at 31 December 2018
Accumulated amortisation:
As at 1 January 2018
Charge for the year
As at 31 December 2018
Net carrying amount:
As at 31 December 2018

As at 31 December 2017
Accumulated amortisation:
As at 1 January 2017
Charge for the year
As at 31 December 2017
Net carrying amount:
As at 31 December 2017

Total
KD 000’s

185,487
(879)
──────
184,608
══════

231,064
4,524
1,334
(752)
239
──────
236,409
══════

416,551
4,524
1,334
(752)
(640)
──────
421,017
══════

──────
══════

(87,034)
(5,490)
──────
(92,524)
══════

(87,034)
(5,490)
──────
(92,524)
══════

184,608
══════

143,885
══════

328,493
══════

Goodwill
KD 000’s

Gross carrying amount:
As at 1 January 2017
Acquisition of subsidiary (note 24)
Additions
Exchange adjustment

Other
intangibles
KD 000’s

Other
intangibles
KD 000’s

‘Restated’
Total
KD 000’s

163,702
23,063
(1,278)
──────
185,487
══════

225,441
4,718
1,568
(663)
──────
231,064
══════

389,143
27,781
1,568
(1,941)
──────
416,551
══════

──────
══════

(79,991)
(7,043)
──────
(87,034)
══════

(79,991)
(7,043)
──────
(87,034)
══════

185,487
══════

144,030
══════

329,517
══════

Goodwill and intangible assets with indefinite life
The carrying value of goodwill and intangible assets with indefinite life are tested for impairment on an annual basis
(or more frequently if evidence exists that goodwill and intangible assets with indefinite life might be impaired) by
estimating the recoverable amount of the cash-generating unit ("CGU") to which these items are allocated using
value-in-use calculations unless fair value based on active market price is higher than the carrying value of the CGU.
The carrying amount of goodwill and intangible assets with indefinite life allocated to each cash-generating unit is
disclosed under segment information (note 28). The recoverable amount of each segment unit has been determined
based on a value in use calculation, using cash flow projections approved by senior management covering a fiveyear period. The discount rates used range from 10% to 22% (2017: from 9.7% to 20%) applied to cash flow
projections over a five-year period. Cash flows beyond the five-year period are extrapolated using a projected growth
rate in a range of 3% to 5% (2017: from 3% to 5%).
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INTANGIBLE ASSETS (continued)

The calculation of value in use for each segment unit is sensitive to the following assumptions:
· Interest margins;
· Discount rates;
· Market share assumptions
· Projected growth rates used to extrapolate cash flows beyond the budget period; and
· Inflation rates.
Interest margins:
Interest margins are based on average values achieved in the three years preceding the start of the budget period.
These are increased over the budget period for anticipated market conditions.
Discount rates:
Discount rates reflect management’s estimate of return on capital employed (ROCE) required in each business. This
is the benchmark used by management to assess operating performance and to evaluate future investment proposals.
Discount rates are calculated by using the Weighted Average Cost of Capital (WACC).
Market share assumptions:
These assumptions are important because, as well as using industry data for growth rates, management assess how
the unit’s relative position to its competitors might change over the budget period.
Projected growth rates:
Assumptions are based on published industry research.
Inflation rates:
Estimates are obtained from published indices for countries where the Group operates.
Sensitivity to changes in assumptions
Management has determined that the potential effect of using reasonably possible alternatives as inputs to the
valuation model does not materially affect the amount of goodwill and intangibles using less favorable assumptions.
The net carrying amount and remaining useful life of intangible assets is as follows:

Intangibles with indefinite life:
License and brand name
Intangibles with definite life:
Licenses
Customer contracts, core deposits and student relationships
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Remaining
useful life as at
31 December
2018

2018
KD 000’s

2017
KD 000’s

Indefinite

97,056

95,956

29,344
17,485
──────
143,885
══════

31,977
16,097
──────
144,030
══════

1 to 19.5 years
Up to 10 years

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2018
11

MATERIAL PARTLY - OWNED SUBSIDIARIES

The Group has concluded that Burgan, URC and JKB (2017: Burgan, URC and JKB) are the only subsidiaries with
non-controlling interests that are material to the Group. Financial information of subsidiaries that have material noncontrolling interests are provided below:
Accumulated balances of material non-controlling interests:

2018
KD 000’s

2017
KD 000’s

337,511
28,404
93,143

340,152
66,620
101,241

Burgan
URC
JKB
Profit allocated to material non-controlling interests:

2018
KD 000’s
42,932
(2,286)
12,317

Burgan
URC
JKB

2017
KD 000’s
35,326
(81)
2,811

The summarised financial information of these subsidiaries is provided below. This information is based on amounts
before inter-company eliminations.
Summarised income statement for the year ended 31 December:

Income
Expenses
Income tax
Profit (loss) for the year
Total comprehensive
income/(loss)
Attributable to non controlling
interests
Dividends paid to non
controlling interests

Burgan
KD 000’s

2018
URC
KD 000’s

JKB
KD 000’s

Burgan
KD 000’s

2017
URC
KD 000’s

JKB
KD 000’s

459,936
(367,829)
(8,413)
──────
83,694
══════

100,973
(109,494)
(392)
──────
(8,913)
══════

77,171
(53,174)
(5,974)
──────
18,023
══════

412,674
(332,837)
(10,767)
──────
69,070
══════

92,812
(89,751)
(1,582)
──────
1,479
══════

70,870
(52,568)
(6,168)
──────
12,134
══════

42,589
══════

31,620
══════

16,405
══════

37,694
══════

(2,035)
══════

12,390
══════

711

4,785

-

2,237

(1,687)

-

-

4,168

6,032

1,476

4,154

6,011

Summarised statement of financial position as at 31 December:
Burgan
KD 000’s
Total assets
Total liabilities
Equity
Attributable to:
Equity holders of material
subsidiaries
Perpetual capital securities

7,312,080
6,364,600

2018
URC
KD 000’s

Burgan
KD 000’s

616,831
399,949

1,163,853
973,304

7,415,212
6,547,552

216,882

190,549

867,660

──────

──────

══════

══════

752,336
144,025

193,882
-

947,480

JKB
KD 000’s

62

──────

2017
URC
KD 000’s
602,431
371,296

JKB
KD 000’s
1,205,759
1,006,236

──────

──────

══════

══════

══════

══════

190,549
-

672,412
144,025

186,727
-

199,523
-

231,135

──────

199,523
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MATERIAL PARTLY - OWNED SUBSIDIARIES (continued)

Summarised cash flow information for year ended 31 December:

Operating
Investing
Financing
Net increase (decrease) in cash
and cash equivalents

12

Burgan
KD 000’s

2018
URC
KD 000’s

JKB
KD 000’s

Burgan
KD 000’s

2017
URC
KD 000’s

JKB
KD 000’s

23,062
75,588
169,863
──────

17,267
(4,457)
(7,925)
──────

(49,657)
28,446
(6,793)
──────

281,394
(94,563)
(131,090)
──────

3,887
(13,744)
7,107
──────

11,077
33,874
9,299
──────

268,513
══════

4,885
══════

(28,004)
══════

55,741
══════

(2,750)
══════

54,250
══════

LOANS PAYABLE
2018
KD 000’s

By the Parent Company:
Loans with maturity above 1 year
Loans with maturity within 1 year

-

─────────

─────────

─────────

752,016
509,871

535,834
389,965

─────────

─────────

─────────

─────────

─────────

═════════

═════════

(566,676)
695,211
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42,053

─────────

1,261,887

Less: inter-group borrowings

42,053

─────────

-

By subsidiaries:
Loans with maturity within 1 year
Loans with maturity above 1 year

2017
KD 000’s

925,799

(464,712)
503,140

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
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BONDS
2018
KD 000’s

2017
KD 000’s

Issued by the Parent Company:
Fixed interest of 5.25% per annum and maturing on 28 December 2024

35,620

35,568

Floating interest of 2.25% per annum above the CBK discount rate and maturing
on 28 December 2024

63,325

63,232

Fixed rate bond at 5.50% per annum and maturating on 8 November 2023

13,898

-

Floating rate bonds at 2.25% plus CBK discount rate (Capped at 6.5%) per annum
and maturing on 8 November 2023

85,367

-

Issued by subsidiaries:
Fixed interest of 5.65% per annum and maturing on 27 December 2022 *

-

35,210

Floating interest of 3.90% per annum above the CBK discount rate (capped at
6.65% per annum) and maturing on 27 December 2022 *

-

37,199

Fixed interest of 5.75% per annum and matured on 24 June 2018

-

36,450

Floating interest of 3.25% per annum above the CBK discount rate and matured
on 24 June 2018

-

23,550

Fixed interest of 5.75% per annum and maturing on 19 April 2023

32,150

-

Floating interest of 2.5% per annum above the CBK discount rate and maturing on
19 April 2023

27,850

-

Fixed interest of 6% per annum and maturing on 9 March 2026

29,841

29,805

Floating interest of 3.95% per annum above the CBK discount rate (capped at 7%
per annum) and maturing on 9 March 2026

69,299

69,215

Fixed interest of 4.125% per annum and maturing 30 December 2021

99,624

-

Fixed interest of 6% per annum and maturing on 26 July 2023

14,900

-

Floating interest of 2.75% per annum above the CBK discount rate and maturing
on 26 July 2023

25,100

-

────────

────────

────────

────────

════════

════════

496,974
(24,000)

Less: inter-group eliminations

472,974

330,229
(9,000)
321,229

* Subordinated bonds issued in 2012, callable at the option of the bank after 5 years from the date of issuance, have
been prepaid during the year.
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MEDIUM TERM NOTES
2018
KD 000’s

2017
KD 000’s

147,956

146,840

Fixed rate notes amounting to US$ 500 million having a term of 10 years maturing
on 15 July 2020 and carrying a coupon interest rate of 9.375% payable on a
semiannual basis. The notes are listed on the London Stock Exchange.

151,213

150,189

Fixed rate notes amounting to US$ 233 million (originally US$ 500 million) having
a term of 5 years maturing on 5 February 2019 and carrying a coupon interest
rate of 4.8% payable on a semiannual basis. The notes are listed on the London
Stock Exchange. *

70,602

70,172

Fixed rate notes amounting to US$ 500 million having a term of 7 years maturing
on 15 March 2023 and carrying a coupon interest rate of 5% per annum payable
on a semiannual basis. The notes are listed on the London Stock Exchange.

151,650

150,875

Euro medium term notes (EMTN) issued by the Parent Company through a SPE:
Fixed rate notes amounting to US$ 500 million having a term of 10 years maturing
on 23 February 2027 and carrying a coupon interest rate of 4.5% per annum
payable on a semiannual basis. The notes are listed on the London Stock
Exchange.

Issued by subsidiaries through SPEs:
Fixed rate notes amounting to US$ 500 million having a term of 5 years maturing
on 14 September 2021 and carrying a coupon interest rate of 3.125%. The notes
are listed on the Irish Stock Exchange.

150,852

─────────

─────────

─────────

═════════

═════════

2018
KD 000’s

2017
KD 000’s

287,681
168,791
10,395
113,036

272,023
129,300
15,604
88,109

672,273
(7,293)

Less: inter-group eliminations

149,842

─────────

664,980

667,918
(7,537)
660,381

* The notes matured and was repaid subsequent to the year end.
15

OTHER LIABILITIES

Accounts payable
Accrued interest and expenses
Taxation payable
Others

─────────

─────────

═════════

═════════

579,903
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SHARE CAPITAL, SHARE PREMIUM, TREASURY SHARES, RESERVES, APPROPRIATIONS
AND PERPETUAL CAPITAL SECURITIES

a)

Share capital
2018
KD 000’s

Authorised share capital (shares of 100 fils each)
Issued and fully paid up capital (shares of 100 fils each) *

2017
KD 000’s

200,000

200,000

═════════

═════════

═════════

═════════

154,725

147,357

* This comprises 1,049,620,700 shares (31 December 2017: 1,049,620,700 shares) which are fully paid up in cash,
whereas 497,630,638 shares (31 December 2017: 423,952,003 shares) were issued as bonus shares.
b)
Share premium
The share premium is not available for distribution.
c)

Treasury shares
2018
146,921,701
9.50%
30,560

Number of treasury shares
Percentage of capital
Market value – KD 000’s

2017
131,027,237
8.89%
43,894

Reserves equivalent to the cost of the treasury shares held are not available for distribution.
d)
Statutory reserve
In accordance with the Companies Law and the Parent Company’s Articles of Association, 10% of the profit for the
year attributable to equity holders of the Parent Company before contribution to KFAS, NLST, Zakat and Board of
Directors’ remuneration is required to be transferred to the statutory reserve. The Parent Company may resolve to
discontinue such annual transfers, when the reserve exceeds 50% of share capital. The statutory reserve is not
available for distribution except in certain circumstances stipulated by Law and the Parent Company's Articles of
Association. The reserve may only be used to offset losses or enable the payment of a dividend up to 5% of paid-up
share capital in years when profit is not sufficient for the payment of such dividend due to absence of distributable
reserves. Any amounts deducted from the reserve shall be refunded when the profits in the following years suffice,
unless such reserve exceeds 50% of the issued share capital.
Since the statutory reserve exceeds 50% of the Parent company’s issued capital, the Board of Directors of the Parent
Company resolved to discontinue the transfer to statutory reserve, which was approved by the General Assembly of
the Company held on 5 April 2017.
e)
Voluntary reserve
In accordance with the Parent Company’s Articles of Association, 10% of profit for the year attributable to equity
holders of the Parent Company before contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration is
required to be transferred to the voluntary reserve. Such annual transfers may be discontinued by a resolution of the
shareholders’ Annual General Assembly upon a recommendation by the Board of Directors. There is no restriction
on distribution of this reserve. As per the decision of the Board of Directors meeting held on 7 March 2017, the
Board recommended to Shareholders’ General Assembly to discontinue the transfer to voluntary reserve, which was
approved by the General Assembly of the Parent Company held on 5 April 2017.
f)
Dividend
The Board of Directors has recommended the distribution of cash dividend of 12 fils per share (2017: 10 fils per
share) on outstanding shares (excluding treasury shares) and a stock dividend (bonus shares) of Nil (2017: 5%) in
respect of the year ended 31 December 2018. Subject to being approved by the shareholders’ Annual General
Assembly, the dividend shall be payable to the shareholders after obtaining necessary regulatory approvals
registered in the Parent Company’s records as of the record date. Dividends for 2017 were approved at the Annual
General Assembly of the shareholders held on 4 April 2018.
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SHARE CAPITAL, SHARE PREMIUM, TREASURY SHARES, RESERVES, APPROPRIATIONS
AND PERPETUAL CAPITAL SECURITIES (continued)

g)

Perpetual capital securities issued by a subsidiary of the Group

On 30 September 2014, one of the subsidiaries of the Group - Burgan Bank S.A.K. (“BB”) issued perpetual capital
securities (the securities) through Burgan Tier 1 Financing Limited (a newly incorporated special purpose company
with limited liability in the Dubai International Financial Centre), amounting to USD 500,000 thousand (equivalent
to KD 144,025 thousand). (2016: USD 500,000 thousand equivalent to KD 144,025 thousand). Securities are
unconditionally and irrevocably guaranteed by BB and constitute direct, unconditional, subordinated and unsecured
obligations and are classified as equity in accordance with IAS 32: Financial Instruments – Classification. The
securities have no maturity date. They are redeemable by the subsidiary of the Group at its discretion after 30
September 2019 (the “first call date”) or on any interest payment date thereafter subject to the prior consent of the
regulatory authority.
The securities bear interest on their nominal amount from the issue date to the first call date at a fixed annual rate
of 7.25% per annum. Thereafter the interest rate will be reset at five year intervals. Interest is payable semi-annually
in arrears and treated as a deduction from equity and non-controlling interest. The semi-annual interest payments
were paid during the year.
BB at its sole discretion may elect not to distribute interest as stipulated and this is not considered an event of default.
On 28 March 2016, one of the subsidiaries of the Group, United Gulf Bank B.S.C. (“UGB”) issued perpetual capital
securities amounting to USD 33,000 thousand (equivalent to KD 9,961 thousand). Certain other subsidiaries of the
Group subscribed to these securities amounting to USD 25,000 thousand (equivalent to KD 7,546 thousand) which
were eliminated on consolidation.
17

EMPLOYEE STOCK OPTION PLAN RESERVE

The Parent Company granted equity-settled stock options to eligible employees. These shares vest over a period of
three years from the grant date. The vesting of the stock options is dependent on eligible employees remaining in
service till the end of the vesting period. The fair value of stock options granted is amortized over the vesting period.
The following table illustrates the number, weighted average exercise prices and the movement in the stock options
during the year:
2017
2018
Weighted
Weighted
Number of
Number of average exercise
average
price
shares
exercise price
shares
KD
KD
Outstanding at 1 January
Granted during the year
Stock dividend granted during the year
Exercised during the year
Expired / forfeited during the year
Outstanding at 31 December
Stock options exercisable as at 31
December

23,713,316
7,776,120
1,574,469
(5,817,002)

0.397
0.335
0.609

19,341,144
5,200,313
(502,999)
(325,142)

0.378
0.475
0.362
0.530

──────────

──────────

──────────

──────────

══════════

══════════

══════════

══════════

27,246,903

13,427,423

══════════

0.311

23,713,316

0.397

14,073,805

══════════

The Parent Company recognized an expense of KD 738 thousand (2017: KD 822 thousand) relating to equity-settled
share-based payment transactions during the year.
The weighted average remaining contractual life of the stock options outstanding as at 31 December 2018 is 1.81
years (2017: 1.77 years). The weighted average fair value of stock options granted during the year was KD 456
thousand (2017: KD 247 thousand). The range of exercise prices for options outstanding at the end of the year was
KD 0.551 to KD 0.335 (2017: KD 0.665 to KD 0.475).
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EMPLOYEE STOCK OPTION PLAN RESERVE (continued)

The following table lists the inputs to the Black-Scholes option pricing model for the stock options granted during
2018 and 2017:

Dividend yield (%)
Expected volatility (%)
Risk free interest rate (%)
Expected life of option (years)
Stock price on the date of grant (fils)
Weighted average exercise price of stock options granted (fils)

2018

2017

3.0
33.4
3.0
3
335
335

5.0
18.6
2.5
3
500
475

The expected volatility reflects the assumption that the historical volatility over a period similar to the life of the
stock options is indicative of future trends, which may not necessarily be the actual outcome.
18

INVESTMENT INCOME

Financial assets at fair value through profit or loss
Gain on sale
Unrealised gain

2018
KD 000’s

2017
KD 000’s

2,947
1,995

261
8,078

────────

────────

────────

────────

4,942

Other investment income
Change in fair value of investment properties (note 9)
Gain on sale of financial assets available for sale
Loss on sale of debt instruments at fair value through other comprehensive income
Dividend income
Gain on sale of investment in associates
Gain on partial sale of investment in a media joint venture
Gain on revaluation of previously held interest (note 24)
Loss on sale of investment properties
Net loss on deemed disposal /acquisition of investment in associates
Bargain gain on acquisition of a subsidiary (note 24)

9,640
(395)
15,094
140
(84)
7,238

────────

────────

────────

════════

════════

2018
KD 000’s

2017
KD 000’s

2,395
29,495
7,942
21,020

4,663
37,146
2,988
8,198

36,575

62,560
70,899

FEES AND COMMISSION INCOME

Fee from fiduciary activities
Credit related fees and commission
Advisory fees
Other fees

─────────

─────────

═════════

═════════

60,852

20

9,554
5,213
4,484
739
38,517
4,280
(99)
(128)
-

────────

31,633

19

8,339

52,995

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses include staff cost for the year ended 31 December 2018 amounting to KD
99,795 thousand (2017: KD 94,466 thousand).
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TAXATION
2018
KD 000’s

Taxation arising from overseas subsidiaries

10,395

15,604

─────────

─────────

═════════

═════════

2018
KD 000’s

2017
KD 000’s

12,726
(2,331)

15,546
58

10,395

Components of taxation arising from overseas subsidiaries are as follows:

Current tax
Deferred tax

2017
KD 000’s

15,604

─────────

─────────

═════════

═════════

10,395

15,604

The tax rate applicable to the taxable subsidiary companies is in the range of 10% to 35% (2017: 10% to 25%)
whereas the effective income tax rate for the year ended 31 December 2018 is in the range of 12% to 27% (2017:
10% to 40%). For the purpose of determining the taxable results for the year, the accounting profit of the overseas
subsidiary companies were adjusted for tax purposes. Adjustments for tax purposes include items relating to both
income and expense. The adjustments are based on the current understanding of the existing laws, regulations and
practices of each overseas subsidiary companies jurisdiction.
Deferred tax assets / liabilities are included as part of other assets / liabilities in the consolidated financial statements.
22

EARNINGS (LOSS) PER SHARE

Basic:
Basic earnings (loss) per share is computed by dividing the profit (loss) for the year attributable to equity holders of
the Parent Company after interest payment on perpetual capital securities by the weighted average number of shares
outstanding during the year, as follows:

Basic earnings:
Profit for the year attributable to the equity holders of the Parent Company from
continuing operations
Loss for the year attributable to the equity holders of the Parent Company from
discontinued operation
Profit for the year attributable to the equity holders of the Parent Company
Less: interest payment on perpetual capital securities attributable to the equity
holders of the Parent Company
Profit for the year attributable to the equity holders of the Parent Company after
interest payment on perpetual capital securities

2018
KD 000’s
51,247
(22,968)
────────────

28,279
(7,247)

────────────

21,032

2017
KD 000’s
53,751
(30,179)
────────────

23,572
(7,321)

────────────

16,251

════════════

════════════

Number of shares outstanding:
Weighted average number of paid up shares
Weighted average number of treasury shares

1,547,251,338
(146,046,660)

1,547,251,338
(135,489,140)

Weighted average number of outstanding shares

1,401,204,678

1,411,762,198
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EARNINGS (LOSS) PER SHARE (continued)

Basic:
Fils
15.01

Basic earnings per share

════════

31.40

Basic earnings per share from continuing operations

════════

(16.39)

Basic loss per share from discontinued operation

════════

Fils
11.51

════════

32.89

════════

(21.38)

════════

Diluted:
Diluted earnings (loss) per share is calculated by dividing the profit (loss) for the year attributable to the equity
holders of the Parent Company after interest payment on perpetual capital securities adjusted for the effect of
decrease in profit due to exercise of potential ordinary shares of subsidiaries by the weighted average number of
ordinary shares outstanding during the year plus the weighted average number of ordinary shares that would be
issued on the conversion of all employees stock options. The Parent Company has outstanding share options, issued
under the Employee Stock Options Plan (ESOP), which have a dilutive effect on earnings.

Diluted earnings:
Profit for the year attributable to the equity holders of the Parent Company from
continuing operation
Loss for the year attributable to the equity holders of the Parent Company from
a discontinued operation
Profit for the year attributable to the equity holders of the Parent Company
Less: interest payment on perpetual capital securities attributable to the equity
holders of the Parent Company
Profit for the year attributable to the equity holders of the Parent Company after
interest payment on perpetual capital securities

2018
KD 000’s
51,247
(22,968)

────────────

28,279
(7,247)

────────────

21,032

════════════

Shares

Number of shares outstanding:
Weighted average number of outstanding shares

23,572
(7,321)

────────────

16,251

════════════

Shares

Fils
15.01

Fils
11.51

31.40

════════════

Diluted loss per share from discontinued operation

(30,179)

────────────

1,411,762,198

════════════

Diluted earnings per share from continuing operations

53,751

1,401,204,678
════════════

Diluted earnings per share

2017
KD 000’s

(16.39)

════════════

════════════

════════════

32.89

════════════

(21.38)

════════════

The effect of share options on issue has not been considered in the computation of diluted earnings (loss) per share
as the result is anti-dilutive.
Basic and diluted earnings (loss) per share for the comparative year presented has been adjusted to reflect the
adjustments of the bonus shares (Note 16f).
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RELATED PARTY TRANSACTIONS

These represent transactions with related parties, i.e. major shareholder, associates, Directors and key management
personnel of the Group, and entities controlled, jointly controlled or significantly influenced by such parties. Pricing
policies and terms of these transactions are approved by the Group’s management. Related party balances and
transactions consist of the following:
Major
shareholder
Associates
Others
Total
KD 000’s
KD 000’s
KD 000’s
KD 000’s
2018
Consolidated statement of financial position:
Loans and advances *
21,057
346,357
367,414
Other assets
2,215
946
479
3,640
Due to banks and other financial institutions *
14,700
20,828
35,528
Deposit from customers *
68,999
15,380
8,796
93,175
Medium term notes
3,033
3,033
Other liabilities
480
230
61,925
62,635
Perpetual capital securities
1,509
906
2,415
Transactions:
Interest income
Fees and commission income
Dividend income
Interest expense

4,245
5,089
2,541

1,021
2,247
787

9,659
2,076
9,941
3,408

14,925
9,412
9,941
6,736

25

36,364

41
50,542

41
86,931

Others
KD 000’s

Total
KD 000’s

Commitments and guarantees:
Letter of credit
Guarantees

2017
Consolidated statement of financial position:
Cash in hand and at banks
Loans and advances *
Other assets
Due to banks and other financial institutions *
Deposit from customers *
Medium term notes
Other liabilities
Perpetual capital securities
Transactions:
Interest income
Fees and commission income
Gain on partial sale of investment in a media
joint venture
Interest expense

Major
shareholder
KD 000’s

Associates and
joint ventures
KD 000’s

3,441
44,987
479
-

769
181,309
1,162
15,475
16,735
3,018
9,666
1,509

306,866
40,734
36,288
15,091
107,355
906

769
488,175
45,337
51,763
76,813
3,018
117,500
2,415

3,457
89

9,255
2,838

6,449
1,636

19,161
4,563

38,517
2,087

501

368

38,517
2,956

25

75,223

667
2,209

667
77,457

Commitments and guarantees:
Letter of credit
Guarantees

* Related party balances pertain to operations of banking subsidiaries.
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RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel in the Group
Remuneration paid or accrued in relation to key management (deemed for this purpose to comprise Directors in
relation to their committee service, the Chief Executive Officer and other Senior Officers) was as follows:

Short-term employee benefits
Termination benefits
Share based payment
Total

2018
KD 000’s

2017
KD 000’s

16,891
1,430
1,679

14,720
1,192
1,650

────────

────────

════════

════════

20,000

17,562

The Board of Directors of the Parent Company has proposed Directors' fees of KD 220 thousand. These are subject
to the approval of the shareholders' general assembly.
24

BUSINESS COMBINATION

Business combinations in 2018
During September 2018, one of the subsidiaries of the Group acquired 71.18% effective equity interest of Global
Investment House K.S.C (Closed) (“GIH”), a Kuwaiti Shareholding Company, regulated by CMA as an investment
company and CBK for financing activities. GIH is principally engaged in provision of asset management, investment
banking and brokerage activities. The Group was able to control the investee and therefore, the entity became a
subsidiary of the Group. Accordingly, GIH has been consolidated from the date of exercise of control. The
acquisition has been accounted for in accordance with IFRS 3: Business combination (“IFRS 3”).
GIH was consolidated based on the provisional values assigned to the identifiable assets and liabilities as on the
acquisition date, since management was in the process of determining the fair values of assets acquired and liabilities
assumed. During the year ended 31 December 2018, the Group finalized the purchase price allocation exercise of
GIH, and adjusted the provisional values of assets acquired and liabilities assumed as following:
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BUSINESS COMBINATION (continued)

The consideration paid, and the provisional values of assets acquired and liabilities assumed, as well as the noncontrolling interest at the proportionate share of the acquiree’s identifiable net assets, are summarized as follows:
Previously
reported
provisional
value
KD 000’s
Assets
Cash in hand and at banks
Treasury bills, bonds and other debt securities
Loans and advances
Financial assets designated at fair value through profit or loss
Financial assets designated at fair value through other comprehensive income
Investment in associates
Investment properties
Property and equipment
Other assets
Intangible assets

Liabilities
Other liabilities
Non controlling interest in acquiree
Net assets acquired
Consideration paid in cash
Deferred consideration payable
Non-controlling interests in acquiree
Bargain purchase gain
Cash flows on business combination
Cash consideration
Cash and bank balances in subsidiary acquired
Net cash outflow on business combination

Fair value
recognized
on acquisition
date
KD 000’s

32,895
149
5,992
19,346
6,992
129
690
7,562
11,021
───────
84,776
───────

32,895
149
5,992
19,233
6,901
129
657
11,379
11,021
4,524
───────
92,880
───────

14,646
───────
70,130
1,507
───────
68,623

14,138
───────
78,742
1,507
───────
77,235

(40,024)
(7,715)
(19,776)
───────
1,108
═══════

(40,024)
(7,715)
(22,258)
───────
7,238
═══════

(40,024)
32,895
───────
(7,129)
═══════

(40,024)
32,895
───────
(7,129)
═══════

In accordance with requirements of IFRS 3, the Group has carried out PPA exercise which resulted in a gain from
business combination, since the fair value of the assets acquired, and liabilities assumed exceeded the purchase
consideration paid and related transaction expenses. Non-controlling interest has been recognized at the
proportionate share of GIH’s identifiable net assets.
Acquisition-related costs are charged to the consolidated income statement of the Group. Had the business
combinations taken place at the beginning of the year, revenue of the Group and profit attributable to equity holders,
would have been higher by KD 10,705 thousand and KD 3,386 thousand, respectively.
The Group is required to pay deferred consideration of KD 2,500 thousand after 180 days of the acquisition and
remaining amount of KD 5,215 thousand payable by January 2019 as per agreement terms agreed between the
parties.
Subsequent to the reporting date, the Group has settled KD 5,215 thousand as per the agreement.
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BUSINESS COMBINATION (continued)

Business combinations in 2017
On 24 December 2017, the Group through one of its subsidiaries acquired 20.33% equity interest in United
Education Company ("UEC') which was previously held as investment in associate with an equity holding of
43.56%. The Group’s effective ownership increased to 63.89% and it determined that it has control over UEC.
The acquisition has been accounted for in accordance with IFRS 3: Business combination (“IFRS 3”). As the
business combination for UEC was achieved in stages, the Group re-measured its previously held equity interest in
UEC at the acquisition date and recognized a gain of KD 4,280 thousand as part of “Investment income”
UEC was consolidated based on the provisional values assigned to the identifiable assets and liabilities as on the
acquisition date, since the management was in the process of determining the fair values of assets acquired and
liabilities assumed. During the year ended 31 December 2018, the Group finalized the purchase price allocation
exercise of UEC, and adjusted the provisional values of assets acquired and liabilities assumed as following:

Assets
Cash in hand and at banks
Term deposit
Accounts receivable and other assets
Property and equipment
Financial assets available for sale
Financial assets designated at fair value through other comprehensive income
Intangible assets *

Previously
reported
provisional
value
KD 000’s

Fair value
recognized on
acquisition
date
KD 000’s

5,384
6,162
10,793
49,824
69
3,883

5,384
6,162
10,793
49,824
69
4,718

─────────

─────────

─────────

─────────

37,000
13,191

37,000
13,191

76,115

Liabilities
Term loan
Accounts payable and other liabilities

─────────

─────────

─────────

─────────

─────────

─────────

─────────

─────────

─────────

─────────

═══════

═══════

─────────

─────────

═══════

═══════

50,191
3,707

Non controlling interest in acquiree
Net assets acquired

22,217

Consideration paid in cash
Consideration payable **
Non-controlling interest in acquiree
Fair value of Group's previously held equity interest

1,017
9,150
8,023
27,571
45,761

Goodwill

23,544

Consideration paid
Cash and cash equivalents in subsidiary acquired

(1,017)
11,546
10,529

Cash inflow on acquisition

76,950

50,191
3,707
23,052
1,017
9,150
8,377
27,571
46,115
23,063

(1,017)
11,546
10,529

* This includes intangibles arising on acquisition and finalization of PPA amounting to KD 835 thousand.
** The amount has been paid during the year.
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HEDGE OF NET INVESTMENT IN FOREIGN OPERATIONS

The Group designated its investments in foreign operations (i.e. investment in Panther Media Group Limited , UGB,
Taka’ud Savings & Pensions Company B.S.C. and Pulsar Knowledge Centre) and EMTN as a hedge of a net
investment in foreign operations. EMTN is being used to hedge the Group’s exposure to the US$ foreign exchange
risk on these investments. During the year, gains or losses amounting to KD 1,698 thousand on the retranslation of
this borrowing are transferred to consolidated statement of other comprehensive income to offset any gains or losses
on translation of the net investments in the foreign operations. No ineffectiveness from hedges of net investments
in foreign operations was recognized in profit or loss during the year.
Burgan Bank has entered into a forward foreign exchange contracts between Turkish lira (TRY) and United States
Dollar (USD), rolled over on a monthly basis, which has been designated as a hedge of the Bank’s net investment
in its Turkish subsidiary. This transaction has created a net long position in USD. Gain or losses on the retranslation
of the aforesaid contracts are transferred to equity to offset any gains or losses on translation of the net investments
in the Turkish subsidiary. No ineffectiveness from hedges of net investments in foreign operations was recognised
in profit or loss during the year.
26

COMMITMENTS AND CONTINGENCIES

Credit related commitments and contingencies
Credit related commitments and contingencies include commitments to extend credit, standby letters of credit,
guarantees and acceptances which are designed to meet the requirements of subsidiaries customers.
Letters of credit, guarantees (including standby letters of credit) commit the subsidiaries to make payments on behalf
of customers in the event of a specific act, generally related to the import or export of goods. Guarantees and standby
letters of credit carry the same credit risk as loans.
Commitments to extend credit represent contractual commitments to make loans and revolving credits.
Commitments and contingencies generally have fixed expiration dates, or other termination clauses. Since
commitments and contingencies may expire without being drawn upon, the total contract amounts do not necessarily
represent future cash requirements.
Investment related commitments
Investment related commitments represent commitments for capital calls of fund structures. These commitments
can be called during the investment period of the fund which normally is 1 to 5 years.
The Group has the following Gross exposure on commitments and contingencies:
Credit related commitments and contingencies
Letters of credit
Guarantees & acceptances

2018
KD 000’s
332,348
974,017

──────────

──────────

──────────

══════════

══════════

2,050,801
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330,985
985,837

──────────

1,306,365
656,263
88,173

Undrawn lines of credit
Investment related commitments

2017
KD 000’s

1,316,822
808,803
145,418
2,271,043
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COMMITMENTS AND CONTINGENCIES (continued)

Impairment losses on guarantees and other commitments
An analysis of changes in the gross exposure and the corresponding expected credit loss in relation to guarantees
and other commitments is, as follows:
The table below shows the credit quality and the maximum exposure to credit risk based on the Group’s internal
credit rating system and year-end stage classification.

Internal rating grade
Performing
High grade
Standard grade
Past due but not impaired
Non – performing
Individually impaired
Total

Stage 1
KWD 000’s

Stage 2
KWD 000’s

791,895
972,058
-

57,742
130,686
219

-

-

Stage 3
KWD 000’s
10,028

2018
Total
KWD 000’s
849,637
1,102,744
219
10,028

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

Stage 1
KD ’000

Stage 2
KD ’000

Stage 3
KD ’000

Total
KD ’000

1,763,953

188,647

10,028

1,962,628

An analysis of changes in ECLs is, as follows:

ECL at 1 January
Charge / (reversal) during the year
Foreign exchange
At 31 December 2018

4,808
911
(124)

22,569
(6,937)
(287)

8,468
(1,835)
(42)

35,845
(7,861)
(453)

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

5,595

15,345

6,591

27,531

Operating lease – Group as a lessor
The Group has entered into commercial leases for certain investment properties in the normal course of business.
Future minimum rentals receivable under non-cancellable operating leases as at 31 December are as follows:

Within one year
After one year but not more than three years

2018
KD 000’s

2017
KD 000’s

27,971
37,787

29,237
43,580

───────

───────

═══════

═══════

65,758

72,817

Operating lease commitments – Group as a lessee
The Group has entered into commercial leases for certain investment properties and property plant and equipment
in the normal course of business. Future minimum rentals payable under non-cancellable operating leases as at 31
December are as follows:
2018
2017
KD 000’s
KD 000’s
3,834
4,800

Within one year
After one year but not more than three years

───────

───────

═══════

═══════

8,634
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5,827
9,309
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DERIVATIVES

In the ordinary course of business, the Group enters into various types of transactions that involve derivative
financial instruments. Derivatives are financial instruments that derive their value by referring interest rate, foreign
exchange rate or other indices. Notional principal amounts merely represent amounts to which a rate or price is
applied to determine the amounts of cash flows to be exchanged and do not represent the potential gain or loss
associated with the market or credit risk of such instruments.
The Group deals in interest rate swaps to manage its interest rate risk on interest bearing asset and liabilities or to
provide interest rate risk management solutions to customers. Similarly, the Group deals in forward foreign
exchange contracts for customers and to manage its foreign currency positions and cash flows.
The table below shows the fair values of derivative financial instruments, recorded as assets or liabilities, together
with their notional amounts analyzed by the terms of maturity. The notional amount, recorded gross, is the amount
of a derivative’s underlying asset, reference rate or index and is the basis upon which changes in the value of
derivatives are measured. The notional amounts indicate the volume of transactions outstanding at the year-end and
are indicative of neither the market risk nor the credit risk.

2018
Derivatives held for trading:
(including non-qualifying hedges)
Forward foreign exchange contracts
Interest rate swaps
Options
Derivatives held for hedging:
Fair value hedges:
Forward foreign exchange contracts
Interest rate swaps
Cash flow hedges:
Interest rate swaps

2017
Derivatives held for trading:
(including non-qualifying hedges)
Forward foreign exchange contracts
Interest rate swaps
Options
Derivatives held for hedging:
Fair value hedges:
Forward foreign exchange contracts
Interest rate swaps
Cash flow hedges:
Interest rate swaps

Positive
fair value
KD 000’s

Negative
fair value
KD 000’s

Notional
amount
KD 000’s

19,300
5,479
5,099

(10,162)
(9,141)
(2,864)

938,513
269,553
220,446

═════════

418
17

═════════

42,494

═════════

Positive
fair value
KD 000’s
8,912
5,390
2,383

═════════

198
276

═════════

21,722

═════════

═════════

(3,035)
(583)

═════════

(5,161)

═════════

Negative
fair value
KD 000’s
(9,931)
(2,205)
(2,142)

═════════

(2,375)
-

═════════

(5,101)

═════════

Notional amounts by term
to maturity
Within
1–5
1 year
years
KD 000’s
KD 000’s
938,513
103,406
220,446

166,147
-

═════════

═════════

═════════

293,282
106,155

290,306
106,155

2,976
-

═════════

299,963

═════════

Notional
amount
KD 000’s
1,353,156
329,785
339,068

═════════

44,194

═════════

═════════

255,769

═════════

Notional amounts by term
to maturity
Within
1–5
1 year
years
KD 000’s
KD 000’s
1,342,376
39,703
339,068

10,780
290,082
-

═════════

═════════

═════════

221,829
105,613

221,829
-

105,613

═════════

234,056

═════════

═════════

45,293

═════════

═════════

188,763

═════════

The Group has positions in the following types of derivatives:
Forward foreign exchange contracts
Forward foreign exchange contracts are contractual agreements to either buy or sell a specified currency, at a specific
price and date in the future, and are customised contracts transacted in the over-the-counter market.
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DERIVATIVES (continued)

Swaps
Swaps are contractual agreements between two parties to exchange streams of payments over time based on
specified notional amounts, in relation to movements in a specified underlying index such as an interest rate, foreign
currency rate or equity index.
Options
Options are contractual agreements that convey the right, but not the obligation, for the purchaser either to buy or
sell a specified amount of a financial instrument at a fixed price, either at a fixed future date or at any time within a
specified period.
The Group purchases and sells options through regulated exchanges and in the over–the–counter markets. Options
purchased by the Group provide the Group with an opportunity to purchase (call options) or sell (put options) the
underlying asset at an agreed–upon value either on or before the expiration of the option. The Group is exposed to
credit risk on purchased options only to the extent of their carrying amount, which is their fair value.
Options written by the Group provide the purchaser the opportunity to purchase from or sell to the Group the
underlying asset at an agreed–upon value either on or before the expiration of the option.
Derivatives held for trading
Derivatives held for trading include the Group’s derivative positions held with the expectation of profiting from
favourable movements in prices, rates or indices. Derivatives which do not meet hedging requirements are also
included under derivatives held for trading.
Fair value hedges
Fair value hedges are used by the Group to protect against changes in the fair value of financial assets and financial
liabilities due to movements in exchange rates. The Group uses forward foreign exchange contracts to hedge against
specifically identified currency risks.
Cash flow hedges
The Group is exposed to variability in future interest cash flows on non-trading assets and liabilities which bear
interest at a variable rate. The Group uses interest rate swaps as cash flow hedges of these interest rate risks. A
schedule indicating as at 31 December 2018 the periods when the hedged cash flows are expected to occur and when
they are expected to affect the consolidated income statement are as follows:
Within 1 year
1-5 years
2018
KD 000’s
KD 000’s
2,052

Net cash outflows (liabilities)

════════

════════

════════

17

Other comprehensive income

Within 1 year
KD 000’s

2017
Net cash outflows (liabilities)

411

Other comprehensive income

-

1-5 years
KD 000’s
599

════════

════════

════════

════════

332

78

2,447

════════

-
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DERIVATIVES (continued)

The table below shows the contractual expiry by maturity of the Group’s derivatives positions:

Derivatives

Up to 3
months
KD 000’s

3 to 12
months
KD 000’s

Over 1 year
KD 000’s

Total
KD 000’s

2018
Foreign exchange derivatives
Interest rate swaps
Options

10,616
106,155
-

Foreign exchange derivatives
Interest rate swaps
Options

1,231,795
675,671
220,446

─────────

─────────

─────────

═════════

═════════

═════════

═════════

251,318
-

1,312,887
84,996
339,068

10,780
584,458
-

1,574,985
669,454
339,068

1,586,249

424,892

2,127,912

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

251,318

28

2,976
421,916
-

─────────

116,771

2017

1,218,203
147,600
220,446

1,736,951

595,238

2,583,507

SEGMENT INFORMATION

The Board of Directors of the Parent Company approved initiating an active plan to divest its stake in Panther Media
Group Limited, a media segment. Accordingly, for management purposes, the Group reorganized its media segment
as discontinued operation in accordance with IFRS 5 (Note 31) and others are organized into six main business
segments based on internal reporting provided to the chief operating decision maker as follows:
Commercial banking - represents Group’s commercial banking activities which includes retail banking, corporate
banking, and private banking and treasury products. These entities are regulated by the Central Bank of the
respective countries.
Asset management and investment banking - represents Group’s asset management and investment banking
activities which includes asset management, corporate finance (advisory and capital markets services), investment
advisory and research, and wealth management.
Insurance - represents Group’s insurance activities and other related services.
Industrial - represents Group’s activities in industrial project development, food, utilities, services, medical
equipment and other related sectors.
Hospitality and real estate - represents Group’s activities in the hospitality and real estate sector.
Others - represents other activities undertaken by the Group which includes management advisory, education and
consultancy.
Transfer pricing between operating segments are at a price approved by the management of the Group.
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17,510
15,255
4,410
1,350
48,294
607
2,203
8,393
2,178

(568)
16,117

──────────

(56,010)

44,328

──────────

──────────

1,294,011

──────────

6,843
135,188
133,386
440,011
226,729
7,231
356

──────────

162,298

561,377

──────────

──────────

7,754,344

──────────

──────────

-

73,174
6,055

──────────

6,055

6,055

──────────

──────────

-

──────────

──────────

19,032
2,025
3,822
20,008
(2,861)
1,505
808

347

──────────

1,334

121,053

──────────

──────────

675,398

212,923
3
764
12,660

──────────

3,714

33,022

──────────

──────────

138,145

──────────

1,105

34,165
4,064
20
2,035
-

──────────

1,595

51,638
──────────

──────────

205,692

──────────

-

-

──────────

(12,226)

(43,105)
──────────

──────────

(707,914)

──────────

-

-

──────────

(22,968)

──────────

-

──────────

-

* represents interest in GIG, an associate of the Group (note 8)
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Inter segmental elimination represent the elimination of balances and transactions arising in the normal course of business between the different segments of the Group.

Other segmental information:
Investment in associates
Goodwill (note 10)
Other intangibles (note 10)
Interest income
Interest expense
Provision for credit losses
Share of results of associates
(Reversal of) provision for
impairment of other financial &
non-financial assets
Depreciation and amortization

Profit (loss) for the year

Segment revenues

For the year ended 31 December
2018

Segment liabilities

══════════

9,330
20,555

329,482
184,608
143,885
445,206
297,830
7,838
18,413

══════════

83,792

774,368
──────────

══════════

9,359,676

Management monitors the results of its segments separately for making decisions about resource allocation and performance assessment. Segment performance is evaluated based on
profit or loss and is measured consistently with profit or loss in the consolidated financial statements.
Asset
management
Hospitality
Interand
Commercial
Assets held for
and real
segmental
investment
banking
banking
Insurance*
Industrial
estate
Others
eliminations
sale
Total
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
As at 31 December 2018
Assets and liabilities:
Segment assets
8,708,774
795,279
73,174
278,966
1,028,454
291,009
(992,649)
187,304
10,370,311

28

As at 31 December 2018

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries

FS - 84

7,851,858

Segment liabilities

1,153,527

39,331
16,466
1,134
38,268
(705)
1,324
139
1,920

7,865
134,856
136,992
384,889
193,372

23,172
285

976
18,618

──────────

(11,017)

73,512

──────────

──────────

-

4,735

73,369
-

──────────

4,735

4,735

──────────

──────────

-

73,369

──────────

-

-

-

──────────

(30,179)

-

──────────

──────────

-

177,863

──────────

Media
KD 000’s

353

13,127

201,814
2
593

──────────

6,541

36,873

──────────

──────────

115,596

267,168

──────────

Industrial
KD 000’s

817

(6,715)

52,926
2,320
432
15,888

──────────

(6,746)

96,048

──────────

──────────

560,827

865,106

──────────

Hospitality
and real
estate
KD 000’s

417

-

34,165
4,718
12
-

──────────

486

21,777
──────────

──────────

204,790

284,332

──────────

Others
KD 000’s

-

-

-

──────────

(7,579)

(42,478)
──────────

──────────

(753,541)

(1,034,784)
──────────

Intersegmental
eliminations
KD 000’s

* represents interest in GIG, an associate of the Group (note 8)
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Inter segmental elimination represent the elimination of balances and transactions arising in the normal course of business between the different segments of the Group.

Other segmental information:
Investment in associates
Goodwill (note 10)
Other intangibles (note 10)
Interest income
Interest expense
Provision for (reversal of) credit
losses
Share of results of associates
Provision for impairment of other
financial & non-financial assets
Depreciation and amortization

106,257

Profit (loss) for the year

──────────

495,322

──────────

──────────

Segment revenues

For the year ended 31 December
2017

860,141

──────────

8,851,944

As at 31 December 2017
Assets and liabilities:
Segment assets

──────────

Commercial
banking
KD 000’s

SEGMENT INFORMATION (continued)
Asset
management
and
investment
banking
KD 000’s
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Insurance*
KD 000’s
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1,115
22,125

22,467
12,756

375,305
185,487
144,030
386,469
248,121

══════════

62,498

685,789
──────────

══════════

9,133,057

10,345,139
══════════

‘Restated’
Total
KD 000’s
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SEGMENT INFORMATION (continued)

Geographic information
Income
KD 000’s

2018

378,491
18,128
183,340
190,483
3,926

Kuwait
Rest of GCC
Rest of Middle East, Asia and North Africa
Europe
North America

──────────

══════════

══════════

Income
KD 000’s

Kuwait
Rest of GCC
Rest of Middle East, Asia and North Africa
Europe
North America

2,793,928
110,461
1,244,814
519,644
13,582

──────────

774,368

2017

Non-current
assets
KD 000’s

346,199
10,644
163,406
157,161
8,379

4,682,429

‘Restated’
Non-current
assets
KD 000’s
3,105,697
326,592
1,244,574
511,222
15,390

──────────

──────────

══════════

══════════

685,789

5,203,475

For breakup of non-current assets, refer to note 29.3.
The geographic segmentation of the income information above is based on the region where the services are
provided.
29

RISK MANAGEMENT OBJECTIVES AND POLICIES

29.1

INTRODUCTION

Risk is inherent in the Group’s activities, but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is critical
to the Group’s continuing profitability.
Each subsidiary of the Group is responsible for managing its own risks and has its own Board Committees,
including Audit and Executive Committees in addition to other management Committees such as Credit /
Investment Committee and (in the case of major subsidiaries) Asset Liability Committee (ALCO), or equivalent,
with responsibilities generally analogous to the Group's committees.
The independent risk control process does not include business risks such as changes in the environment,
technology and industry. They are monitored through the Group’s strategic planning process. The Board of
Directors is ultimately responsible for the overall risk management approach and for approving the risk strategies
and principles.
Monitoring and controlling risks is primarily performed based on limits established by the Group. These limits
reflect the business strategy and market environment of the Group as well as the level of risk that the Group is
willing to accept, with additional emphasis on selected geographic and industrial sectors. In addition, the Group
monitors and measures the overall risk bearing capacity in relation to the aggregate risk exposure across all risk
types and activities.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.1

INTRODUCTION (continued)

The operations of certain Group subsidiaries are also subject to regulatory requirements within the jurisdictions
where it operates. Such regulations not only prescribe approval and monitoring of activities, but also impose
certain restrictive provisions (e.g. capital adequacy, general provision on loans and advances) to minimise the risk
of default and insolvency on the part of the banking companies to meet unforeseen liabilities as these arise.
Adequate adjustments to provisions for credit losses have been made at the Group level to comply with IFRS
having a net positive effect of KD 62,273 thousand (2017: KD 117,081 thousand) on equity attributable to equity
holders of the Parent Company.
As part of its overall risk management, the Group uses derivatives and other instruments to manage exposures
resulting from changes in interest rates and foreign currency transactions.
The risk profile is assessed before entering into hedge transactions, which are authorised by the appropriate level
of seniority within the Group.
The Group classifies the risks faced as part of its monitoring and controlling activities into certain categories of
risks and accordingly specific responsibilities have been given to various officers for the identification,
measurement, control and reporting of these identified categories of risks. The categories of risks are:
A.

Risks arising from financial instruments:
i. Credit risk which includes default risk of clients and counterparties
ii. Liquidity risk
iii. Market risk which includes interest rate, foreign exchange and equity price risks
iv. Prepayment risk

B.

Other risk
i.
Operational risk which includes risks due to operational failures

Derivative transactions result, to varying degrees, in credit as well as market risks.
Market risk arises as interest rates, foreign exchange rates and equity prices fluctuate affecting the value of a
contract. For risk management purposes and to control these activities, the Group has established appropriate
procedures and limits approved by the Board of Directors.
29.2

CREDIT RISK

The Group takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in
full when due. The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or groups of borrowers, and to geographical and industrial segments. Such
risks are monitored on a regular basis and are subject to regular review. Limits on the level of credit risk by
product, industry sector and by country are approved by the Board.
Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to
meet interest and capital repayment obligations and by changing lending limits where appropriate. Exposure to
credit risk is also managed in part by obtaining collateral and corporate and personal guarantees.
Derivative financial instruments
Credit risk arising from derivative financial instruments is, at any time, limited to those with positive fair values,
as recorded in the consolidated statement of financial position. In the case of credit derivatives, the Group is also
exposed to or protected from the risk of default of the underlying entity referenced by the derivative.
Credit related commitments risk
The Group makes available to its customers guarantees which may require that the Group makes payments on
their behalf. Such payments are collected from customers based on the terms of the letter of credit. They expose
the Group to similar risks to loans and these are mitigated by the same control processes and policies.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.2

CREDIT RISK (continued)

29.2.1

Assessment of expected credit losses (policy applicable from 1 January 2018)

Definition of default and cure
The Group considers a financial asset to be in default and therefore Stage 3 (credit impaired) for ECL calculations
when:

•
•
•

the customer is unlikely to pay its credit obligations to the Group in full, without recourse by the Group
to actions such as realising security (if any is held);
the customer is past due more than 90 days on any material credit obligation to the Group; or
customer is considered as credit impaired based on qualitative assessment for internal credit risk
management purposes

Any credit impaired or stressed facility that has been restructured during the year would also be considered as in
default. The Group considers externally-rated exposures with ratings ‘D’ for S&P and Fitch, and ‘C’ for Moody’s
as defaulted.
The Group considers a variety of indicators that may indicate unlikeliness to pay as part of a qualitative assessment
of whether a customer is in default. Such indicators include:
• breaches of covenants
• customer having past due liabilities to public creditors or employees
• customer is deceased
• The borrower requesting emergency funding from the Group
It is the Group’s policy to consider a financial instrument as ‘cured’ and therefore re-classified out of Stage 3
when none of the default criteria have been present for at least twelve consecutive months. The decision whether
to classify an asset as Stage 2 or Stage 1 once cured depends on the updated credit grade, at the time of the cure,
and whether this indicates there has been a significant increase in credit risk compared to initial recognition.
Significant increase in credit risk
The Group continuously monitors all assets subject to ECLs. In order to determine whether an instrument or a
portfolio of instruments is subject to 12 months ECL or life time ECL, the Group assess whether there has been a
significant increase in credit risk since initial recognition. The quantitative criteria used to determine a significant
increase in credit risk is a series of relative and absolute thresholds. All financial assets that are more than 30 days
past due are deemed to have significant increase in credit risk since initial recognition and migrated to stage 2
even if other criteria’s do not indicate a significant increase in credit risk.
The Group also consider that events as mentioned below are indicators of significant increase in credit risk as
opposed to a default.
• Significant deterioration of credit risk rating of the borrower with consideration to relative increase in
Possibility of Default (“PD”).
• Restructured accounts where there is principal haircut, or a standstill agreement is signed or where the
restructured account carries specific provision.
• In the case of retail portfolio, qualitative indicators such as fraudulent customers, and death of customer
The Group considers a financial instrument with an external rating of “investment grade” as at the reporting date
to have low credit risk.
Internal rating and PD estimation process
In managing its portfolio, the Group utilises ratings and other measures and techniques which seek to take account
of all aspects of perceived risk. The Group uses industry standard rating tools for assessing ratings/scores that are
leveraged for PD estimation process. The tool provides the ability to analyse a business and produce risk ratings
at both the obligor and facility level. The analysis supports the usage of financial factors as well as non-financial
subjective factors. The Group also uses external ratings by recognised rating agencies for externally rated
portfolios.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.2

CREDIT RISK (continued)

29.2.1 Assessment of expected credit losses (policy applicable from 1 January 2018)
Internal rating and PD estimation process (continued)
The Group makes available to its customers guarantees which may require that the Group makes payments on
their behalf. Such payments are collected from customers based on the terms of the letter of credit. They expose
the Group to similar risks to loans and these are mitigated by the same control processes and policies.
The Group assesses the PD for its retail portfolio through behavioral scorecards implemented in the Group. The
scorecards are based on logistic regression technique. This enables the evaluation of score and PD associated
against each facility. Term structure of PD is based on hazard rate concept. The survival distribution used is
exponential distribution. The probability distribution function of an exponentially distributed random variable is
used with the hazard rate as the PD evaluated from the behavioral scorecard.
Incorporation of forward-looking information
The Group considers key economic variables that are expected to have an impact on the credit risk and the ECL
in order to incorporate forward looking information into the ECL models. These primarily reflect reasonable and
supportable forecasts of the future macro-economic conditions. The consideration of such factors increases the
degree of judgment in determination of ECL. The Group employs statistical models to incorporate macroeconomic factors on historical default rates. The Group considers 3 scenarios (baseline, upside and downside) of
forecasts of macro-economic data separately for each geographical segments and appropriate probability weights
are applied to these scenarios to derive a probability weighted outcome of expected credit loss. The management
reviews the methodologies and assumptions including any forecasts of future economic conditions on a regular
basis.
Measurement of ECLs
ECLs are probability weighted estimates of credit losses and are measured as the present value of all cash
shortfalls discounted at the effective interest rate of the financial instrument. Cash shortfall represents the
difference between cash flows due to the Group in accordance with the contract and the cash flows that the Group
expects to receive. The key elements in the measurement of ECL include probability of default (PD), loss given
default (LGD) and exposure at default (EAD). The Group estimates these elements using appropriate credit risk
models taking into consideration the internal and external credit ratings of the assets, nature and value of
collaterals, forward looking macro-economic scenarios etc.
The maximum period for which the credit losses are determined is the contractual life of a financial instrument,
including credit cards and other revolving facilities, unless the Group has the legal right to call it earlier, except
for the maturity of all credit facilities (other than consumer/ installment facilities) in Stage 2 which is considered
based on minimum period of 4 years.
Exposure at default
Exposure at default (EAD) represents the amount which the obligor will owe to the Group at the time of default.
The Group considers variable exposures that may increase the EAD in addition to the drawn credit line. These
exposures arise from undrawn limits and contingent liabilities. Therefore, the exposure will contain both on and
off balance sheet values. EAD is estimated taking into consideration the contractual terms such as coupon rates,
frequency, reference curves, maturity, pre-payment options, amortization schedule, credit conversion factors, etc.
EAD for retail loans incorporate prepayment assumptions whereas for credit cards portfolio, credit conversion
factors are applied to estimate the future draw downs.
Loss given default
Loss given default (LGD) is the magnitude of the likely loss if there is a default. The Group estimates LGD
parameters based on the history of recovery rates of claims against defaulted counterparties. The LGD models
consider the structure, collateral, seniority of the claim, counterparty industry and recovery costs of any collateral
that is integral to the financial asset.
Under IFRS 9, LGD rates are estimated for the Stage 1, Stage 2, Stage 3 and POCI IFRS 9 segment of each asset
class. The inputs for these LGD rates are estimated and, where possible, calibrated through back testing against
recent recoveries. These are repeated for each economic scenario as appropriate.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.2

CREDIT RISK (continued)

29.2.2 Gross maximum exposure to credit risk:
The table below shows the gross maximum exposure to credit risk across financial assets before taking into
consideration the effect of any collateral and other credit enhancements i.e. credit risk mitigation.

Cash at banks
Treasury bills ,bonds and other debt securities
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Financial assets at fair value through other comprehensive income
Financial assets held to maturity
Other assets including positive value of derivatives (excluding prepayments,
assets pending for sale and others)
Total

2018
KD 000's

2017
KD 000's

2,016,325
726,459
4,635,327
108,164
132,311
-

1,432,886
646,675
5,240,825
4,396
318,230
77,597

265,038

─────────

─────────

─────────

─────────

─────────

7,883,624

Credit related commitments

1,962,628

Total

254,379

─────────

9,846,252

═════════

7,974,988
2,125,625

10,100,613

═════════

The exposures set above are based on net carrying amounts as reported in the consolidated statement of financial
position.
Where financial instruments are recorded at fair value, the amounts shown above represent the current credit risk
exposure but not the maximum risk exposure that could arise in the future as a result of changes in values.
29.2.3 Collateral and other credit enhancements
The amount, type and valuation of collateral is based on guidelines specified in the risk management framework.
The main types of collateral accepted includes real estate, quoted shares, cash collateral and bank guarantees. The
revaluation and custody of collaterals are performed independent of the business units.
Management monitors the market value of collaterals, requests additional collaterals in accordance with the
underlying agreement, and monitors the market value of collaterals obtained on a regular basis.
29.2.4 Credit risk concentration
Concentrations of credit risk arise from exposure to customers having similar characteristics in terms of the
geographic location in which they operate or the industry sector in which they are engaged, such that their ability
to discharge contractual obligations may be similarly affected by changes in political, economic or other
conditions.
Credit risk can also arise due to a significant concentration of Group’s assets to any single counterparty. This risk
is managed by diversification of the portfolio. The 10 largest loans outstanding as a percentage of gross loans as
at 31 December 2018 are 22% (2017: 23%).
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.2

CREDIT RISK (continued)

29.2.4 Credit risk concentration (continued)
The Group’s financial assets and commitments, before taking into account any collateral held or credit
enhancements can be analysed by the following geographic regions:

Region

Assets
2018
KD 000’s

MENA
North America
Europe
Asia
Others
Total

7,063,165
68,215
396,600
119,384
236,260

Credit
related
commitments
2018
KD 000’s
1,883,416
421
28,669
1,691
48,431

Assets
2017
KD 000’s
7,077,720
160,565
479,727
205,644
51,332

Credit
related
commitments
2017
KD 000’s
2,033,964
454
35,025
13,968
42,214

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

7,883,624

1,962,628

7,974,988

2,125,625

The Group’s financial assets and credit related commitments, before taking into account any collateral held or
credit enhancements can be analysed by the following industry sector:

Sovereign
Banking
Investment
Trade and commerce
Real estate
Personal
Manufacturing
Construction
Others

2018
KD 000’s

2017
KD 000’s

1,544,399
1,561,154
332,924
967,440
1,155,158
1,227,617
809,148
876,135
1,372,277

1,078,334
1,669,987
300,300
959,680
1,392,285
1,397,298
959,337
981,307
1,362,085

─────────

9,846,252

═════════

29.3

─────────

10,100,613
═════════

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,
management has arranged diversified funding sources, manages assets with liquidity in mind, and monitors
liquidity on a daily basis.
The table below shows an analysis of financial liabilities based on the remaining undiscounted contractual
maturities. Repayments which are subject to notice are treated as if notice were to be given immediately.
1 to 3
3 to 12
months
months
Over 1 year
Total
KD 000’s
KD 000’s
KD 000’s
KD 000’s
2018
Financial liabilities
Due to banks and other financial institutions
1,210,880
774,681
205,985
2,191,546
Deposits from customers
3,965,495
965,846
142,638
5,073,979
Loans payable
72,673
207,854
669,494
950,021
Bonds
6,264
30,138
601,317
637,719
Medium term notes
87,119
19,027
695,726
801,872
Other liabilities *
158,640
140,349
280,914
579,903
─────────

─────────

─────────

═════════

═════════

═════════

5,501,071
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.3

LIQUIDITY RISK (continued)

2017
Financial liabilities
Due to banks and other financial institutions
Deposits from customers
Loans payable
Bonds
Medium term notes
Other liabilities *

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

1,244,902
4,345,874
126,319
2,584
264,694

620,708
804,474
75,644
81,941
36,564
96,739

Over 1 year
KD 000’s
433,768
108,915
312,094
360,661
828,041
143,603

Total
KD 000’s
2,299,378
5,259,263
514,057
445,186
864,605
505,036

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

5,984,373

1,716,070

2,187,082

9,887,525

* Other liabilities include negative fair value of derivative financial liabilities.
The table below shows the contractual expiry by maturity of the Group’s contingent liabilities and commitments.

2018
Credit related commitments
Investment related commitments

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

642,955
141

809,914
6,863

509,759
81,169

Total
KD 000’s
1,962,628
88,173

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

933,347
29,499

686,981
34,826

505,297
81,093

2,125,625
145,418

643,096

2017
Credit related commitments
Investment related commitments

Over 1 year
KD 000’s

816,777

590,928

2,050,801

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

962,846

721,807

586,390

2,271,043

The table below summarizes the maturity profile of the Group’s assets and liabilities. The maturities of assets and
liabilities have been determined according to when they are expected to be recovered or settled. The maturity
profile for financial assets at fair value through profit or loss and financial assets at fair value through other
comprehensive income is determined based on management's estimate of liquidation of those financial assets. The
actual maturities may differ from the maturities shown below since borrowers may have the right to prepay
obligations with or without prepayment penalties.
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29.3

RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
LIQUIDITY RISK (continued)

2018
ASSETS
Cash in hand and at banks
Treasury bills, bonds and other debt securities
Loans and advances
Financial assets at fair value through profit or loss
Financial assets at fair value through other
comprehensive income
Other assets
Properties held for trading
Investment in associates
Investment properties
Property, plant and equipment
Intangible assets
Assets held for sale
Total assets
LIABILITIES AND EQUITY
Due to banks and other financial institutions
Deposits from customers
Loans payable, Bonds, and Medium-term notes
Other liabilities
Equity
Total liabilities and equity

2017
ASSETS
Cash in hand and at banks
Treasury bills, bonds and other debt securities
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Financial assets held to maturity
Other assets
Properties held for trading
Investment in associates
Investment in a media joint venture
Investment properties
Property, plant and equipment
Intangible assets
Total assets
LIABILITIES AND EQUITY
Due to banks and other financial institutions
Deposits from customers
Loans payable, Bonds, and Medium-term notes
Other liabilities
Equity
Total liabilities and equity
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1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

Over
1 year
KD 000’s

Total
KD 000’s

2,114,689
137,651
1,268,338
6,299

3,977
164,427
1,247,670
173,965

102
424,381
2,119,319
84,801

2,118,768
726,459
4,635,327
265,065

55,633
75,986
-

6,422
147,812
97,709
187,304

191,629
244,143
329,482
625,409
334,670
328,493
-

253,684
467,941
97,709
329,482
625,409
334,670
328,493
187,304

────────────

────────────

────────────

═════════

1,095,087
3,822,778
131,276
158,640
-

3,658,596

2,029,286

═════════

═════════

10,370,311

730,948
930,066
175,889
140,349
-

232,970
134,759
1,526,000
280,914
1,010,635

2,059,005
4,887,603
1,833,165
579,903
1,010,635

────────────

────────────

────────────

═════════

5,207,781

────────────

4,682,429

1,977,252

═════════

────────────

═════════

3,185,278

═════════

10,370,311

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

Over
1 year
KD 000’s

‘Restated’
Total
KD 000’s

1,559,770
166,283
1,066,347
6,843
32,733
109,451
-

6,862
151,361
1,778,720
2,609
15,487
1,676
151,958
91,564
-

2,933
329,031
2,395,758
25,903
465,883
75,921
185,791
375,305
177,863
522,946
316,624
329,517

1,569,565
646,675
5,240,825
35,355
514,103
77,597
447,200
91,564
375,305
177,863
522,946
316,624
329,517

────────────

────────────

────────────

═════════

998,045
4,227,027
72,405
264,694
-

2,941,427

2,200,237

═════════

═════════

10,345,139

569,771
797,490
194,338
96,739
-

446,255
104,683
1,218,007
143,603
1,212,082

2,014,071
5,129,200
1,484,750
505,036
1,212,082

────────────

────────────

═════════

═════════

═════════
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═════════
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.4

MARKET RISK

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market variables such as
interest rates, foreign exchange rates, and equity prices, whether those changes are caused by factors specific to
the individual investment or its issuer or factors affecting all financial assets traded in the market.
Market risk is managed on the basis of pre-determined asset allocations across various asset categories,
diversification of assets in terms of geographical distribution and industrial concentration, a continuous appraisal
of market conditions and trends and management’s estimate of long and short term changes in fair value.
29.4.1 Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will affect the fair value or cash flows of
the financial instruments. Each subsidiary of the Group manages the internal rate risk at their entity level. The
Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its
financial position and cash flows. This arises as a result of mismatches or gaps in the amounts of assets and
liabilities and commitments that mature or reprice in a given period. The Group manages this risk by matching
the repricing of assets and liabilities through risk management strategies.
The Group is exposed to interest rate risk on its interest-bearing assets and liabilities (treasury bills and bonds,
loans and advances, due to banks and other financial institutions, deposits from customers, loans payable, bonds
and medium term notes).
The following table demonstrates the sensitivity of the profit before taxation to reasonably possible changes in
interest rates after the effect of hedge accounting, with all other variables held constant.
Based on the Group’s financial assets and liabilities held at the year end, an assumed 25 basis points increase in
interest rate, with all other variables held constant, would impact the Group’s profit before taxation as follows:
Increase of 25 basis points
Increase (decrease) in profit before
taxation
2018
2017
KD 000’s
KD 000’s

Currency

549
(403)
(101)
5

KD
US$
EURO
GBP

(2,274)
(792)
(106)
(2)

The decrease in the basis points will have an opposite impact on the Group’s profit before taxation.
29.4.2 Foreign currency risk
Currency risk is the risk that the value of the financial instrument will fluctuate due to changes in the foreign
exchange rates. The Group incurs foreign currency risk on transactions denominated in a currency other than the
KD. The Group may reduce its exposure to fluctuations in foreign exchange rates through the use of derivative
financial instruments. The Group ensures that the net exposure is kept to an acceptable level, by dealing in
currencies that do not fluctuate significantly against the KD. The Group also uses the hedging transactions to
manage risks in other currencies (note 25).
The table below analyses the effect on profit before taxation (due to change in the fair value of monetary assets
and liabilities) and equity of an assumed 5% strengthening in the value of the currency rate against the KD from
levels applicable at the year end, with all other variables held constant. A negative amount in the table reflects a
potential net reduction in profit or equity, whereas a positive amount reflects a net potential increase.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.4

MARKET RISK (continued)

29.4.2

Foreign currency risk (continued)

Currency

US$
EURO
GBP

Change in currency rate by + 5%

Effect on equity
2018
2017
KD 000’s
KD 000’s
2,437
1,238
-

4,867
751
-

Effect on profit before taxation
2018
2017
KD 000’s
KD 000’s
(28,099)
(653)
109

(32,582)
(887)
(13)

An equivalent weakening in each of the above-mentioned currencies against the KD would result in an equivalent
but opposite impact.
29.4.3 Equity price risk
Equity price risk arises from changes in the fair values of equity investments. The unquoted equity price risk
exposure arises from the Group’s investment portfolio. The Group manages this through diversification of
investments in terms of geographical distribution and industry concentration.
The Group conducts sensitivity analysis on regular intervals in order to assess the potential impact of any major
changes in fair value of equity instruments. Based on the results of the analysis conducted there are no material
implication over the Group’s profit and equity for a 5% fluctuation in major stock exchanges.
The Group’s financial assets at fair value through profit or loss and financial assets at fair value through other
comprehensive income in different industry sectors are as follows:
Financial
assets at fair
Financial
value through
assets at fair
other
value through comprehensive
profit or loss
income
2018
KD 000’s
KD 000’s
686
56,665
74,869
24,681

Sovereigns
Banking
Investment
Trade and commerce
Real estate
Manufacturing
Others

─────────

─────────

═════════

═════════

Financial
assets at fair
value through
profit or loss
KD 000’s

Financial
assets
available for
sale
KD 000’s

156,901

2017
Sovereigns
Banking
Investment
Trade and commerce
Real estate
Manufacturing
Others

403
469
874
24,707
4,506

91

121,373

48,760
25,563
73,450
586
16,651
10,612
20,251

─────────

─────────

═════════

═════════

30,959
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18,098
26,680
17,742
1,186
22,804
11,914
22,949

195,873
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MARKET RISK (continued)

Equity price risk (continued)

29.4

29.4.3

Financial assets available for sale
Quoted equities
Unquoted equities
Managed funds

Financial assets at fair value through other comprehensive income
Quoted equities
Unquoted equities

Financial assets at fair value through profit or loss
Equity securities
Managed funds
58,078

24,273

═════════

92

-

═════════

-

─────────

-

─────────

-

═════════

═════════

21,337

─────────

96,875

─────────

21,337

═════════

32,709
64,166

═════════

─────────

2,467
55,611

11,318
12,955

─────────

Europe
2018
KD 000’s

MENA
2018
KD 000’s

═════════

-

─────────

-

═════════

3,161

─────────

3,161

═════════

74,499

─────────

4,733
69,766

North
America
2018
KD 000’s

═════════

-

─────────

-

═════════

-

─────────

-

═════════

51

51
─────────

-

Asia
2018
KD 000’s

═════════

-

─────────

-

═════════

121,373

─────────

32,709
88,664

═════════

156,901

195,873

═════════

─────────

42,175
82,375
71,323

═════════

-

─────────

-

═════════

30,959

─────────

29,724
1,235

18,569
138,332
─────────

Total
2017
KD 000’s

Total
2018
KD 000’s

The Group’s financial assets at fair value through profit or loss and financial assets at fair value through other comprehensive income in different geographical regions are as follows:
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29

RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

29.5

PREPAYMENT RISK

Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties
repay or request repayment earlier than expected, such as fixed rate mortgages when interest rate fall. The fixed
rate assets of the Group are not significant compared to the total assets. Moreover, other market conditions causing
prepayment is not significant in the markets in which the Group operates. Therefore, the Group considers the
effect of prepayment on net interest income is not material after taking in to account the effect of any prepayment
penalties.
29.6

OPERATIONAL RISK

Operational risk is the risk of loss arising from the failures in operational process, people and system that supports
operational processes. The Group has a set of policies and procedures, which are approved by the Board of
Directors and are applied to identify, assess and supervise operational risk in addition to other types of risks
relating to the banking and financial activities of the Group. Operational risk is managed by Risk management.
Risk management ensures compliance with policies and procedures to identify, assess, supervise and monitor
operational risk as part of overall risk management.
30

FAIR VALUE OF FINANCIAL AND NON-FINANCIAL INSTRUMENTS

Fair value of financial instruments are not materially different from their carrying values except for medium term
notes whose fair value amounts to KD 655,883 thousand (note 14). For financial assets and financial liabilities
that are liquid or having a short-term maturity (less than three months) it is assumed that the carrying amounts
approximate to their fair value. This assumption is also applied to demand deposits, savings accounts without a
specific maturity and variable rate financial instruments.
The fair value of the above investment securities is categorised as per the policy on fair value measurement in
Note 2.6. Movement in level 3 is mainly on account of purchase, sale and change in fair value, which is not
material to the Group’s consolidated financial statements.
Debt securities included under level 3 consists of unquoted corporate bonds issued by banks and financial
institutions. The fair values of these bonds are estimated using discounted cash flow methods using credit spreads
(ranging from 1% to 3%). Equities and other securities included in these categories mainly include strategic equity
investments and managed funds which are not traded in an active market. The fair values of these investments are
estimated by using valuation techniques that are appropriate in the circumstances. Valuation techniques includes
discounted cash flow models, observable market information of comparable companies, recent transactions
information and net asset values. Significant unobservable inputs used in valuation techniques mainly include
discount rate, terminal growth rate, revenue, profit estimate and market multiples such as price to book and price
to earnings. Given the diverse nature of these investments, it is not practical to disclose a range of significant
unobservable inputs.
Other financial assets and liabilities are carried at amortised cost and the carrying values are not materially
different from their fair values as most of these assets and liabilities are of short term maturities or are repriced
immediately based on market movement in interest rates. Fair values of remaining financial assets and liabilities
carried at amortised cost are estimated using valuation techniques incorporating certain assumptions such as credit
spreads that are appropriate in the circumstances.
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30

FAIR VALUE OF FINANCIAL AND NON-FINANCIAL INSTRUMENTS (continued)

The following table provides the fair value measurement hierarchy of the Group’s assets and liabilities.
Fair value measurement hierarchy as at 31 December 2018:

2018
Assets measured at fair value
Financial assets at fair value through profit or
loss:
Equity securities
Debt securities
Managed funds
Forfaiting assets
Financial assets fair value through other
comprehensive income:
Equities
Debt securities

Level 1
KD 000’s

Level 2
KD 000’s

Level 3
KD 000’s

Total fair
value
KD 000’s

10,846
2,832
-

60,562
-

7,723
77,770
105,332

18,569
2,832
138,332
105,332

32,709
118,291

34,790
6,020

53,874
8,000

121,373
132,311

Derivatives (Note 27)

-

72,807

-

72,807

Liabilities measured at fair value
Derivatives (Note 27)

-

(30,946)

-

(30,946)

Level 2
KD 000’s

Level 3
KD 000’s

Total fair
value
KD 000’s

Fair value measurement hierarchy as at 31 December 2017:

2017
Assets measured at fair value
Financial assets at fair value through profit or
loss:
Equity securities
Debt securities
Managed funds
Financial assets available for sale:
Equities*
Debt securities
Managed funds

Level 1
KD 000’s

29,724
4,396
-

388

847

29,724
4,396
1,235

42,175
270,846
-

4,913
11,088

33,879
47,384
60,235

80,967
318,230
71,323

Derivatives (Note 27)

-

38,881

-

38,881

Liabilities measured at fair value
Derivatives (Note 27)

-

(21,754)

-

(21,754)

There were no material transfers between the levels during the year.
The impact on the consolidated statement of financial position or the consolidated statement of shareholders’
equity would be immaterial if the relevant risk variables used to fair value the unquoted securities were altered
by 5%.
* Included under financial assets available for sale are unquoted financial assets amounting to KD 43,583
thousand that are carried at cost, less impairment.
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31

DISCONTINUED OPERATIONS

The Group owns 60.50% equity interest in Panther Media Group Limited (“PMGL”) known as “OSN”, a jointly
controlled entity incorporated in Dubai and registered in the Dubai International Financial Center, engaged in
providing satellite encrypted pay television services across the Middle East and North Africa region.
The Group had accounted for its interest in PMGL using the equity method. On 8 August 2018, the Board of
Directors of the Parent Company approved initiating an active plan to divest its entire interest in PMGL. The
Group has engaged an international investment banker for this purpose. As a result, the investment in a media
joint venture has been classified as “Asset held for sale “in accordance with IFRS 5 - Non-current Assets held for
sale and discontinued operations (“IFRS 5“) in the consolidated statement of financial position for the year ended
31 December 2018.
The business of OSN represented the entirety of the Group’s media operating segment. In accordance with IFRS
5, the investment in OSN is classified as a discontinued operation and accordingly, the media segment is no longer
presented in the segment note for the year 2018. The results of PMGL for the year are presented below:

Income
Expenses
Loss for the year from discontinued operations
Total comprehensive loss for the year from discontinued operations
Group’s share of loss for the year from discontinued operations
Group’s share of total comprehensive loss for the year from discontinued
operations

2018 *
KD 000’s

2017
KD 000’s

92,535
(130,549)
───────
(38,014)
═══════
(38,084)
═══════
(22,968)
═══════

178,490
(231,578)
───────
(53,088)
═══════
(53,024)
═══════
(30,179)
═══════

(23,010)
═══════

(30,136)
═══════

The following table summarizes the carrying value of the Group’s share of investment in joint venture and asset
held for sale.
2017
2018 *
‘Restated’
KD 000’s
KD 000’s
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Equity
Group’s carrying value as investment in a media joint venture
Group’s carrying value as asset held for sale

90,698
427,372
(133,884)
(58,276)
────────
325,910
════════
════════
187,304
════════

81,750
428,292
(119,906)
(70,310)
────────
319,826
════════
177,863
════════
════════

* Represents activity until 08 August 2018, prior to the classification as assets held for sale & discontinued
operations.
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32

CAPITAL MANAGEMENT

The primary objective of the Group's capital management is to ensure that it maintains healthy capital ratios in
order to support its business and maximise shareholder value. The Group manages its capital structure and makes
adjustments to it, in light of changes in economic conditions. To maintain or adjust the capital structure, the Group
may adjust the dividend payment to shareholders, issue new shares or purchase/sale of treasury shares.
No changes were made in the objectives, policies or processes during the years ended 31 December 2018 and
31 December 2017.
The Group monitors capital at the level of the Parent Company and at each of the subsidiaries.
Based on considerations of various stakeholders (shareholders, rating agencies, debt markets) capital at the Parent
Company is monitored in terms of a) Leverage and b) Net debt to portfolio value.
Leverage is defined as total debt at the Parent Company level divided by the equity attributable to the equity
holders of the Parent Company. The ability to take on leverage provides the Parent Company with the financial
flexibility to effect investment decisions in a timely manner. The Parent Company expects that the leverage does
not exceed the target of 2.5 times over the medium term. The Parent Company includes within total debt, loans
payable, bonds and medium term notes and accrued interest thereon.

Loans payable
Bonds
Medium term notes
Accrued interest thereon

2018
KD 000’s

2017
KD 000’s

198,210
521,421
13,892

42,053
98,800
518,076
12,453

────────

733,523

Total debt
Equity attributable to the equity holders of the Parent Company (excluding
treasury shares held by subsidiaries of the Group)

347,335

671,382
517,039

────────

────────

════════

════════

2.11

Leverage

────────

1.30

Each subsidiary of the Group is responsible for its own capital management and maintains a level of capital that
is adequate to support its business and financial exposures. Furthermore, regulated subsidiaries of the Group are
governed by the capital adequacy and/or other regulatory requirements in the jurisdictions in which they operate.
The compliance to such capital adequacy and/or other regulatory requirements is monitored by each of the
regulated subsidiaries on a regular basis.
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2017

Notes
Income:
Interest income
Investment income
Fees and commission income
Share of results of associates
Share of results of a media joint venture
Digital satellite network services income
Hospitality and real estate income
Manufacturing and distribution income
Other income
Foreign exchange gain

19
20
9

Income
Expenses:
Interest expense
Digital satellite network services expense
Hospitality and real estate expense
Manufacturing and distribution expense
General and administrative expenses
Depreciation and amortization

Profit before taxation
Taxation

386,469
70,899
52,995
12,756
(30,179)
14,193
93,740
24,657
18,050
12,030

21

24
22

Profit for the year

─────────

─────────

248,121
10,668
66,757
21,285
184,750
22,125

240,652
12,217
49,534
29,443
171,302
23,945

─────────

─────────

─────────

─────────

─────────

─────────

─────────

─────────

═════════

═════════

23,572
38,926

45,537
42,574

101,904
(22,467)
(1,115)
(220)
78,102
(15,604)
62,498

Attributable to:
Equity holders of the Parent Company
Non controlling interest

Diluted – attributable to equity holders of the Parent Company

23

The attached notes 1 to 32 form part of these consolidated financial statements.
10

527,093
133,487
(22,595)
(4,322)
(220)
106,350
(18,239)
88,111

─────────

═════════

═════════

Fils

23

660,580

─────────

62,498

EARNINGS PER SHARE:
Basic – attributable to equity holders of the Parent Company

372,413
28,007
56,090
35,925
(6,489)
15,878
77,160
32,575
28,789
20,232

─────────

553,706

4

2016
KD 000’s

─────────

655,610

Expenses
Operating profit before provisions and directors' remuneration
Provision for credit losses
Provision for impairment of investments
Board of Directors’ remuneration

2017
KD 000’s

12.08

88,111

Fils

28.62

═════════

═════════

═════════

═════════

12.08

28.62

FS - 111

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2017

2017
KD 000’s
Profit for the year
Other comprehensive income
Items that are or may be reclassified subsequently to consolidated
income statement:
Financial assets available for sale:
- Net fair value loss
- Net transfer to consolidated income statement
Changes in fair value of cash flow hedge
Net foreign currency translation adjustment
Share of other comprehensive income (loss) from associates and
joint venture
Other comprehensive loss for the year
Total comprehensive income for the year
Attributable to:
Equity holders of the Parent Company
Non controlling interest

62,498

─────────

(1,422)
(1,780)
1,657
(20,640)
3,265
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88,111

─────────

(2,479)
2,740
1,516
(34,162)
(19,136)

─────────

─────────

─────────

─────────

═════════

═════════

14,205
29,373

8,031
28,559

(18,920)
43,578

(51,521)
36,590

─────────

─────────

═════════

═════════

43,578

The attached notes 1 to 32 form part of these consolidated financial statements.
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2016
KD 000’s

36,590

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2017

Notes
OPERATING ACTIVITIES
Profit before taxation
Adjustments to reconcile profit before taxation to net cash flows:
Interest income
Investment income
Share of results of associates
Share of results of a media joint venture
Interest expense
Depreciation and amortization
Provision for credit losses
Provision for impairment of investments
Foreign exchange (gain) loss on loans payable and medium term notes
Provision for employee stock option plan
Changes in operating assets and liabilities:
Deposits with original maturities exceeding three months
Treasury bills and bonds
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Other assets
Properties held for trading
Due to banks and other financial institutions
Deposits from customers
Other liabilities
Dividends received
Interest received
Interest paid
Taxation paid

78,102
19
9
4
18

19

Net cash flows from (used in) operating activities
INVESTING ACTIVITIES
Net movement in investment properties
Purchase of financial assets held to maturity
Net movement in investment in associates
Net cash inflow from sale of subsidiaries
Proceeds from partial sale of beneficial interest in a media joint venture
Acquisition of subsidiary, net of cash acquired
Dividends received from associates
Purchase of beneficial interest in a media joint venture
Net movement in investment in media joint venture capital securities

24
25
24

Net cash flows (used in) from investing activities
FINANCING ACTIVITIES
Repayment of loans payable, net
Proceeds from medium term notes, net
Proceeds from (repayment of) bonds, net
Purchase of treasury shares
Proceeds from sale of treasury shares
Proceeds from issue of perpetual capital securities
Interest payment on perpetual capital securities
Dividends paid to equity holders of the Parent Company
Dividends paid to non controlling interest
Movement in non controlling interest
Net cash flows from financing activities
Net foreign exchange difference
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at 1 January
CASH AND CASH EQUIVALENTS AT 31 DECEMBER

2017
KD 000’s

3

The attached notes 1 to 32 form part of these consolidated financial statements.
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2016
KD 000’s
106,350

(386,469)
(70,899)
(12,756)
30,179
248,121
22,125
22,467
1,115
(3,101)
822
───────
(70,294)

(372,413)
(28,007)
(35,925)
6,489
240,652
23,945
22,595
4,322
2,747
972
───────
(28,273)

(6,830)
28,576
21,991
32,221
(70,363)
(63,171)
(3,268)
(253,093)
288,751
24,210
4,484
385,874
(249,798)
(18,305)
───────
50,985
───────

2,827
4,656
(578,729)
3,062
23,558
(7,374)
10,785
363,935
(30,071)
(19,685)
5,984
353,855
(218,602)
(16,606)
───────
(130,678)
───────

(12,998)
(6,717)
8,634
60,710
10,529
10,040
(60,430)
(28,074)
───────
(18,306)
───────

(11,378)
(7,472)
(3,154)
13,067
7,824
17,566
───────
16,453
───────

(9,835)
63,296
98,800
(4,146)
5,058
(11,261)
(33,354)
(12,097)
(13,048)
───────
83,413
───────
(11,365)
───────
104,727
1,455,043
───────
1,559,770
═══════

(44,796)
134,189
(7,028)
(15,172)
13,176
2,415
(11,085)
(33,921)
(19,306)
(4,187)
───────
14,285
───────
(29,633)
───────
(129,573)
1,584,616
───────
1,455,043
═══════
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Treasury
shares
KD 000’s
Other
reserve
KD 000’s

-

-

-

(4,146)
5,050
-

-

-

-

-

63

-

-

-

(33,684)
8
83

Non
controlling
interest
KD 000’s

Total
equity
KD 000’s

-

(33,684)
(4,146)
5,058
146

-

-

(12,097)

-

(12,097)

(33,684)
(4,146)
5,058
146

13

(7,321)
(7,321)
(3,940)
(11,261)
11,730
11,730
(315)
124
(191)
2,479
2,288
────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ──────
147,357
3,111
(85,312)
106,821
106,546
737
(78,172)
1,597
(1,621)
244,474
445,538
146,440
626,019 1,217,997
══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════

-

-

Perpetual
capital
securities
KD 000’s

471,471
146,440
598,474 1,216,385
23,572
38,926
62,498
(9,367)
(9,553)
(18,920)
────── ────── ────── ──────
14,205
29,373
43,578

Retained
earnings
Total
KD 000’s KD 000’s

147,357
3,111
(86,216)
106,821
106,546
(3,620)
(64,448)
1,534
(1,306)
261,692
23,572
4,357
(13,724)
────── ────── ────── ────── ────── ────── ────── ────── ────── ──────
4,357
(13,724)
23,572

Share
premium
KD 000’s

Attributable to equity holders of the Parent Company
Foreign
Cumulative currency
Statutory Voluntary changes in translation
ESOP
reserve
reserve
reserve
reserve
fair values
KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s

The attached notes 1 to 32 form part of these consolidated financial statements.

As at 31 December 2017

Total comprehensive income (loss)
Dividends for 2016 at 25 fils per share
(note 17)
Purchase of treasury shares
Sale of treasury shares
Employees’ share based payment
Dividends paid to non controlling
interest
Interest payment on perpetual capital
securities
Acquisition of subsidiary (note 25)
Ownership changes in subsidiaries

As at 1 January 2017
Profit for the year
Other comprehensive income (loss)

Share
capital
KD 000’s

For the year ended 31 December 2017

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries

FS - 115

Treasury
shares
KD 000’s
Other
reserve
KD 000’s

-

-

-

-

-

(15,172)
13,832
-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

173

-

-

-

-

-

(33,810)
(656)
(799)

Non
controlling
interest
KD 000’s

Total
equity
KD 000’s

-

-

(33,810)
(15,172)
13,176
(626)

2,415

-

-

-

(19,306)

-

2,415

(19,306)

(33,810)
(15,172)
13,176
(626)

14

(7,212)
(7,212)
(3,873)
(11,085)
2,808
2,808
(15,006)
(12,198)
────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ────── ──────
147,357
3,111
(86,216)
106,821
106,546
(3,620)
(64,448)
1,534
(1,306)
261,692
471,471
146,440
598,474 1,216,385
══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════ ══════

-

-

Perpetual
capital
securities
KD 000’s

504,276
144,025
608,100 1,256,401
45,537
42,574
88,111
(37,506)
(14,015)
(51,521)
────── ────── ────── ──────
8,031
28,559
36,590

Retained
earnings
Total
KD 000’s KD 000’s

147,357
3,111
(84,876)
106,821
106,546
2,198
(32,760)
1,361
(4,114)
258,632
45,537
(5,818)
(31,688)
────── ────── ────── ────── ────── ────── ────── ────── ────── ──────
(5,818)
(31,688)
45,537

Share
premium
KD 000’s

Attributable to equity holders of the Parent Company
Foreign
Cumulative currency
Statutory Voluntary changes in translation
ESOP
reserve
reserve
reserve
reserve
fair values
KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s

The attached notes 1 to 32 form part of these consolidated financial statements.

As at 31 December 2016

Dividends for 2015 at 25 fils per share
Purchase of treasury shares
Sale of treasury shares
Employees’ share based payment
Dividends paid to non controlling
interest
Issuance of perpetual capital securities
(note 17)
Interest payment on perpetual capital
securities
Ownership changes in subsidiaries

Total comprehensive (loss) income

As at 1 January 2016 (restated)
Profit for the year
Other comprehensive loss

Share
capital
KD 000’s

For the year ended 31 December 2017

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2017
1

CORPORATE INFORMATION

Kuwait Projects Company Holding K.S.C.P. (the “Parent Company”) is a public shareholding company registered
and incorporated under the laws of the State of Kuwait on 2 August 1975, and listed on the Boursa Kuwait. The
address of the Parent Company’s registered office is P.O. Box 23982, Safat 13100 - State of Kuwait.
The consolidated financial statements of the Parent Company and its subsidiaries (collectively the “Group”) for the
year ended 31 December 2017 were authorised for issue in accordance with a resolution of the Board of Directors
on 8 March 2018, and are issued subject to the approval of the Annual General Assembly of the Shareholders’ of
the Parent Company. The Annual General Assembly of the Shareholders has the power to amend these consolidated
financial statements after issuance.
The principal activities of the Parent Company comprise the following:
1. Owning stocks and shares in Kuwaiti or non-Kuwaiti companies and shares in Kuwaiti or non-Kuwaiti limited
liability companies and participating in the establishment of, lending to and managing of these companies and
acting as a guarantor for these companies.
2. Lending money to companies in which it owns shares, guaranteeing them with third parties where the holding
parent company owns 20% or more of the capital of the borrowing company.
3. Owning industrial equities such as patents, industrial trademarks, royalties, or any other related rights and
franchising them to other companies or using them within or outside the state of Kuwait.
4. Owning real estate and moveable properties to conduct its operations within the limits as stipulated by law.
5. Employing excess funds available with the parent company by investing them in investment and real estate
portfolios managed by specialized companies.
The major shareholder of the Parent Company is Al Futtooh Holding Company K.S.C. (Closed).
2

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The consolidated financial statements have been prepared on a historical cost basis, except for financial assets at
fair value through profit or loss, financial assets available for sale, derivative financial instruments, and investment
properties that have been measured at fair value. The carrying values of recognized assets and liabilities that are
designated as hedged items in fair value hedges that would otherwise be carried at amortized cost are adjusted to
record changes in the fair values attributable to the risks that are being hedged in effective hedge relationships.
The consolidated financial statements are presented in Kuwaiti Dinars (“KD”) which is the functional currency of
the Parent Company, and all values are rounded to the nearest thousand except when otherwise indicated.
Statement of compliance
The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
Changes in accounting policy and disclosures
The accounting policies used in the preparation of these consolidated financial statements are consistent with those
used in the previous financial year, except for the adoption of the amendments to the existing standards relevant to
the Group, effective as of 1 January 2017. The nature and the impact of each amendment is described below:
Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative
The amendments require entities to provide disclosure of changes in their liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes (such as foreign exchange gains
or losses). However, the application of this standard does not have significant impact on the Group’s financial
position.
Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised Losses
The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal of deductible temporary difference related to unrealised
losses. Furthermore, the amendments provide guidance on how an entity should determine future taxable profits
and explain the circumstances in which taxable profit may include the recovery of some assets for more than their
carrying amount. The Group applied amendments retrospectively. However, their application has no effect on the
Group’s financial position and performance.
Annual Improvements Cycle - 2014-2016
Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope of disclosure
requirements in IFRS 12
The amendments clarify that the disclosure requirements in IFRS 12, other than those in paragraphs B10–B16,
apply to an entity’s interest in a subsidiary, a joint venture or an associate (or a portion of its interest in a joint
venture or an associate) that is classified (or included in a disposal group that is classified) as held for sale.
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Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2017
2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Standards issued but not yet effective
A number of new standards, amendments to standards and interpretations which are effective for annual periods
beginning on or after 1 January 2018 have not been early adopted in the preparations of the Group’s consolidated
financial statements. The Group intends to adopt these standards, if applicable when they become effective.
IFRS 9 Financial Instruments
In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three
aspects of the accounting for financial instruments project: classification and measurement, impairment and hedge
accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early application
permitted. Except for hedge accounting, retrospective application is required but providing comparative
information is not compulsory. For hedge accounting, the requirements are generally applied prospectively, with
some limited exceptions.
The Group plans to adopt the new standard on the required effective date from 1 January 2018. The classification,
measurement and impairment requirements are applied retrospectively by adjusting the opening consolidated
statement of financial position as at the date of application. The Group will not restate the comparatives as permitted
by IFRS 9. This assessment is based on currently available information and may be subject to changes arising from
further reasonable and supportable information being made available to the Group in 2018 when the Group will
adopt IFRS 9.
Classification and measurement
The new standard requires all financial assets, except equity instruments and derivatives, to be assessed based on a
combination of the entity’s business model for managing the assets and the instruments’ contractual cash flow
characteristics. The IAS 39 measurement categories will be replaced by: fair value through profit or loss (FVTPL),
fair value through other comprehensive income (FVOCI), and amortised cost.
IFRS 9 will also allow entities to continue to irrevocably designate instruments that qualify for amortised cost or
fair value through OCI instruments as FVTPL, if doing so eliminates or significantly reduces a measurement or
recognition inconsistency. Equity instruments that are not held for trading may be irrevocably designated as FVOCI,
with no subsequent reclassification of gains or losses to the consolidated income statement. Equity instruments that
are not held for trading may be irrevocably designated as FVOCI, with no subsequent reclassification of gains or
losses to the income statement.
The accounting for financial liabilities will largely be the same as the requirements of IAS 39, except for the
treatment of gains or losses arising from an entity’s own credit risk relating to liabilities designated at FVTPL. Such
movements will be presented in OCI with no subsequent reclassification to the consolidated statement of profit or
loss, unless an accounting mismatch in profit or loss would arise.
Based on the assessment done by the Group, the adoption of this standard will result in reclassification of certain
financial assets held to maturity to financial assets carried at FVOCI amounting to KD 56,903 thousand based on
business model being used by the Group to manage those assets. Further, certain equity instruments and managed
funds carried as financial assets available for sale amounting to KD 112,284 thousand will be reclassified to
financial assets carried at FVTPL. The Group does not expect a material impact on equity due to changes in
classification of financial assets. The adoption of this standard is not expected to have any impact on its financial
liabilities.
Impairment of financial assets
IFRS 9 will fundamentally change the loan loss impairment methodology. The standard will replace IAS 39’s
incurred loss approach with a forward-looking Expected Credit Loss (ECL) approach. The Group will be required
to record an allowance for expected losses for all loans and other debt type financial assets not held at FVTPL,
together with loan commitments and financial guarantee contracts. The allowance is based on the ECL associated
with the probability of default in the next twelve months unless there has been a significant increase in credit risk
since origination, in which case, the allowance is based on the probability of default over the life of the asset.
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2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Standards issued but not yet effective (continued)
IFRS 9 Financial Instruments (continued)
Impairment of financial assets (continued)
The Group has established a policy to perform an assessment at the end of each reporting period of whether credit
risk has increased significantly since initial recognition by considering the change in the risk of default occurring
over the remaining life of the financial instrument.
• To calculate ECL, the Group will estimate the risk of a default occurring on the financial instrument during its
expected life. ECLs are estimated based on the present value of all cash shortfalls over the remaining expected
life of the financial asset, i.e., the difference between: the contractual cash flows that are due to the Group under
the contract, and
• The cash flows that the Group expects to receive, discounted at the effective interest rate of the loan.
The impact of the ECL provision can be ascertained only after various regulators of commercial banking
subsidiaries of the Group determines the mechanism by which IFRS 9 ECL provision requirements will be
calculated for the loans and advances that will be classified as ‘carried at amortized cost’ and would be subsequently
reflected in 31 March 2018 interim condensed consolidated financial information.
Hedge accounting
The Group determined that all existing hedge relationships that are currently designated in effective hedging
relationships will continue to qualify for hedge accounting under IFRS 9. As IFRS 9 does not change the general
principles of how an entity accounts for effective hedges, applying the hedging requirements of IFRS 9 will not
have a significant impact on Group’s consolidated financial statements.
Disclosure
The new standard also introduces expanded disclosure requirements and changes in presentation. These are
expected to change the nature and extent of the Group’s disclosures about its financial instruments particularly in
the year of the adoption of the new standard. The Group’s assessment included an analysis to identify data gaps
against current process and the Group is in process of implementing the system and controls changes that it believes
will be necessary to capture the required data.
IFRS 15: Revenue from Contracts with Customers
In May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers, effective for periods beginning
on 1 January 2018 with early adoption permitted. IFRS 15 defines principles for recognising revenue and will be
applicable to all contracts with customers. However, interest and fee income integral to financial instruments and
leases will continue to fall outside the scope of IFRS 15 and will be regulated by the other applicable standards
(e.g., IFRS 9, and IFRS 16 Leases). Revenue under IFRS 15 will need to be recognised as goods and services are
transferred, to the extent that the transferor anticipates entitlement to goods and services. The standard will also
specify a comprehensive set of disclosure requirements regarding the nature, extent and timing as well as any
uncertainty of revenue and corresponding cash flows with customers. The Group does not expect any material
impact on the accounting policies, financial position or performance upon adoption of this Standard.
IFRS 2 Classification and Measurement of Share-based Payment Transactions — Amendments to IFRS 2
The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based payment transaction; the classification of a sharebased payment transaction with net settlement features for withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based payment transaction changes its classification from cash
settled to equity settled.
On adoption, entities are required to apply the amendments without restating prior periods, but retrospective
application is permitted if elected for all three amendments and other criteria are met. The amendments are effective
for annual periods beginning on or after 1 January 2018, with early application permitted. The Group is assessing
the potential effect of the amendments on its consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Standards issued but not yet effective (continued)
IFRS 16 Leases
IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all leases under a single on-balance sheet model similar
to the accounting for finance leases under IAS 17. The standard includes two recognition exemptions for lessees –
leases of ’low-value’ assets (e.g., personal computers) and short-term leases (i.e., leases with a lease term of 12
months or less). At the commencement date of a lease, a lessee recognises a liability to make lease payments (i.e.,
the lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e., the
right-of-use asset). Lessees are required to separately recognise the interest expense on the lease liability and the
depreciation expense on the right-of-use asset.
Lessees are also required to remeasure the lease liability upon the occurrence of certain events (e.g., a change in
the lease term, a change in future lease payments resulting from a change in an index or rate used to determine
those payments). The lessee generally recognises the amount of the remeasurement of the lease liability as an
adjustment to the right-of-use asset.
Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will
continue to classify all leases using the same classification principle as in IAS 17 and distinguish between two types
of leases: operating and finance leases.
IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS 17. IFRS 16 is
effective for annual periods beginning on or after 1 January 2019. Early application is permitted, but not before an
entity applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective or a modified
retrospective approach. The standard’s transition provisions permit certain reliefs. The Group is in the process of
evaluating the impact of IFRS 16 on the Group's consolidated financial statements.
BASIS OF CONSOLIDATION
The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiaries
as at 31 December 2017. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:
•
•
•

Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities
of the investee)
Exposure, or rights, to variable returns from its involvement with the investee, and
The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. When the Group has less than a
majority of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:
•
•
•

The contractual arrangement with the other vote holders of the investee
Rights arising from other contractual arrangements
The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities,
income and expenses of a subsidiary acquired or disposed of during the year are included in the consolidated
financial statements from the date the Group gains control until the date the Group ceases to control the subsidiary.
Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group’s accounting policies. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.
18
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group losses control over a subsidiary, it
•
•
•
•
•
•
•

Derecognises the assets (including goodwill) and liabilities of the subsidiary
Derecognises the carrying amount of any non-controlling interests
Derecognises the cumulative translation differences recorded in equity
Recognises the fair value of the consideration received
Recognises the fair value of any investment retained
Recognises any surplus or deficit in consolidated income statement
Reclassifies the parent’s share of components previously recognised in OCI to consolidated income
statement or retained earnings, as appropriate, as would be required if the Group had directly disposed of
the related assets or liabilities.

The subsidiaries of the Group are as follows:
Country of
incorporation

Name of company

Directly held
United Gulf Holding Company B.S.C ( "UGH") (a)
Bahrain
United Gulf Bank B.S.C. (“UGB”) (a)
Bahrain
Burgan Bank S.A.K. (“Burgan”)
Kuwait
United Real Estate Company K.S.C.P. (“URC”)
Kuwait
United Industries Company K.S.C. (Closed) (“UIC”)
Kuwait
Overland Real Estate Company W.L.L. (“Overland”)
Kuwait
Pulsar Knowledge Centre
India
United Gulf Management Incorporation
USA
United Gulf Management Limited
United Kingdom
Takaud Savings & Pensions B.S.C.
Bahrain
Al Rawabi United Holding Company K.S.C.C. (Holding)
(Previously Al Rawabi International Real Estate
Company K.S.C. (Closed)) (“Rawabi”)
Kuwait
Kuwait United Consultancy Company K.S.C. (Closed)
Kuwait
Held through Group companies
United Towers Holding Company K.S.C. (Closed)
Ikarus United for Marine Services Company S.A.K.
(Closed)
North Africa Holding Company K.S.C. (Closed)
(“NAH”)
North Africa Holding Industries Limited
United Networks Company K.S.C. (Closed) (“UNC”)
Assoufid B.V.
North Africa Constructions Coöperatief U.A.
Mena Homes Real Estate Company K.S.C (Closed)

96%
64%
73%
80%
92%
100%
100%
100%
100%

96%
65%
72%
81%
92%
100%
100%
100%
100%

Holding
Consultancy

100%
100%

100%
100%

Kuwait

Real Estate

68%

67%

Kuwait

Marine services

60%

60%

Kuwait
Guernsey
Kuwait
Netherlands
Netherlands
Kuwait

Investments
Holding Company
IT service provider
Real estate
Holding Company
Real estate

53%
98%
64%
100%
100%
88%

53%
98%
64%
100%
100%
97%

100%

100%

99%

99%

100%

100%

Cayman Islands

UBC Ventures W.L.L.

Bahrain

Kuwait Projects Company S.P.C Limited (“DIFC”)
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UAE
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Effective interest as
at
31 December *
2016
2017

Holding Company
Investment banking
Banking
Real Estate
Industrial
Real estate
Consultancy
Asset management
Asset management
Pension and savings

Structured entities (“SPVs”) treated as subsidiaries
Kuwait Projects Company (Cayman)

Principal
activities

Special purpose
entity
Special purpose
entity
Special purpose
entity

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2017
2

SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF CONSOLIDATION (continued)
Name of company
Held through UGH
United Gulf Bank B.S.C. (“UGB”) (a)

Country of
incorporation

Principal
activities

Bahrain

Investment banking

Held through UGH /UGB
KAMCO Investment Company K.S.C.P. (“KAMCO”)
FIM Bank Group (“FIM Bank”) (b)
Hatoon Real Estate Company W.L.L.

Kuwait
Malta
Kuwait

Syria Gulf Investment Company
United Gulf Financial Services North Africa Holding
Company
Al Zad Real Estate W.L.L.
Al Dhiyafa United Real Estate Company W.L.L.
First North Africa Real Estate Company W.L.L.
KAMCO GCC Opportunistic Fund
Kuwait Private Equity Opportunities Fund

Syria
Tunisia
Kuwait
Kuwait
Kuwait
Bahrain
Kuwait
British Virgin
Islands

United Gulf Realty International Limited
KAMCO Investment Company (DIFC) Limited
KAMCO Mena Plus Fixed Income Fund
AL Jazi Money Market fund
Federal Street 176 Holdings, Inc.
Nawasi United Holding Co.
AL Tadamon United Holding Co.
Flint Manager Limited (c)
Flint Advisory Company LLC (c)
Buckeye Power Advisory Company LLC
Buckeye Power Manager Limited

UAE
Kuwait
Kuwait
USA
Kuwait
Kuwait
Jersey
USA
USA
Jersey

Held through Burgan
Algeria Gulf Bank S.P.A. (“AGB”) (d)
Bank of Baghdad P.J.S.C.
Tunis International Bank S.A.
Baghdad Brokerage Company
Burgan Bank A.S.
Burgan Finansal Kiralama A.S.
Burgan Yatirim Menkul Degerler A.S.
Burgan Portfoy Yonetimi A.S.

Algeria
Iraq
Tunisia
Iraq
Turkey
Turkey
Turkey
Turkey

Burgan Tier 1 Financing Limited

Dubai

Burgan Bank Financial Services Limited(“BBFS”)
Al Amin Insurance Brokerage Co.

Dubai
Iraq

Burgan Senior SPC Limited

Dubai

Burgan Wealth Limited

Dubai
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Effective interest as
at
31 December *
2016
2017
100%

-

86%
81%
98%

86%
81%
98%

99%

99%

83%
99%
100%
100%
100%
73%

85%
99%
100%
100%
100%
73%

Real estate
Investment
management
Fund
Fund
Real estate
Holding Company
Holding Company
Management services
Advisory services
Advisory services
Management services

100%

100%

100%
66%
97%
100%
96%
96%
100%
46%
50%
100%

100%
66%
97%
100%
96%
96%
50%
100%

Banking
Banking
Banking
Banking
Banking
Leasing
Brokerage
Asset management
Special Purpose
entity
Financial Advisory
Services
Brokerage
Special Purpose
entity
Wealth Management
Services

91%
52%
87%
52%
99%
99%
99%
99%

91%
52%
87%
52%
99%
99%
99%
99%

100%

100%

100%
26%

100%
26%

100%

100%

99%

99%

Asset
management
Banking
Real estate
Investment
banking
Brokerage and
investment banking
Real estate
Real estate
Real estate
Fund
Fund
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SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF CONSOLIDATION (continued)
Country of
incorporation

Name of company
Held through URC
Souk Al -Muttaheda Joint venture – Salhia
United Building Company S.A.K. (Closed)
United Building Company Egypt S.A.E.
Tamleek United Real Estate Company W.L.L.
United International Project Management Company
W.L.L.
United Facilities Management Company S.A.K.
(Closed)
United Lebanese Real Estate Company S.A.L (Holding)
United Areej Housing Company W.L.L
Al Reef Real Estate Company S.A.O. (Closed)

Kuwait
Lebanon
Jordan
Oman

United Ritaj for Touristic Investment S.A.E. (Closed)
United Facilities Development Company K.S.C (Closed)
United Company for Investment W.L.L
United Real Estate Investment Company S.A.E
Manazel United Real Estate Company S.A.E
Aswar United Real Estate Company S.A.E
Al Dhiyafa Holding Company K.S.C (Closed)
United Real Estate Jordan P.S.C.
Greenwich Quay Limited
United Real Estate Company W.L.L.
Universal United Real Estate W.L.L
Gulf Egypt for Hotels & Tourism S.A.E
Bhamdoun United Real Estate Company S.A.L
Rouche Holding Company S.A.L
Al Dhiyafa – Lebanon SAL (Holding Company)
United Lebanese Real Estate Company S.A.L
Abdali Mall Company P.S.C.
United Facilities Management L.L.C.
UFM for Cleaning and Technical Services L.L.T.
UFM Facilities Management Services L.L.C.
ABM1 Building Maintenance L.L.C.
Egypt United Project Management Co. WLL
Dhow Holdings Limited
UFM Facilities Management Services L.L.C..
Areej United for Agricultural Investment Co.

Egypt
Kuwait
Syria
Egypt
Egypt
Egypt
Kuwait
Jordan
Isle Of Man
Syria
Kuwait
Egypt
Lebanon
Lebanon
Lebanon
Lebanon
Jordan
Oman
UAE
UAE
UAE
Egypt
Isle of Man
Jordan
Egypt

Kuwait
Kuwait
Egypt
Kuwait
Kuwait

Principal activities
Real estate
Real estate
Real estate
Real estate
Facilities
management
Facilities
management
Real estate
Real estate
Real estate
Touristic
development
Real estate
Real estate
Investment
Real estate
Real estate
Real estate
Real estate
Real estate
Real estate
Real estate
Real estate
Hotel management
Real estate
Real estate
Real estate
Real estate
Facilities management
Facilities management
Facilities management
Facilities management
Project management
Holding Company
Facilities management
Agriculture

Effective interest
as at
31 December *
2016
2017
92%
98%
100%
99%

92%
98%
100%
99%

96%

96%

97%
100%
100%
100%

97%
100%
100%
100%

100%
64%
95%
100%
92%
100%
87%
100%
100%
90%
63%
100%
100%
100%
100%
100%
60%
100%
100%
100%
100%
100%
100%
100%
100%

100%
64%
95%
100%
92%
100%
87%
100%
100%
90%
63%
100%
100%
100%
100%
100%
60%
100%
100%
100%
100%
100%
100%
100%
100%

Held through UIC
Kuwait National Industrial Projects Company K.S.C.
(Closed)
Eastern Projects General Trading Company W.L.L.
United Gulf Industries Company W.L.L

Kuwait
Kuwait
Saudi Arabia

Industrial Investment
Industrial Investment
Industrial Investment

100%
99%
95%

100%
99%
95%

Held through UNC
Gulfsat Communications Company K.S.C. (Closed)
Takhatob,Company limited by shares
Syrian Communication Technological Company
Gulfsat Communication Company
Gcast Media WLL
My TV (CY) Limited

Kuwait
Cayman Islands
Syria
Jordan
Egypt
Cyprus

Satellite services
Communication
Communication
Communication
Communication
Communication

82%
100%
100%
100%
100%
100%

82%
100%
100%
100%
100%
100%
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SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF CONSOLIDATION (continued)
Country of
incorporation

Name of company
Held through Overland
Amaken United Real Estate Company
United Industrial Gas K.S.C. (Closed)
Alternative Energy Projects Company
United Education Company K.S.C. (Closed) (e)

Principal activities

Effective interest as
at
31 December *
2016
2017

Kuwait
Kuwait
Kuwait
Kuwait

Real estate
Industrial Investment
Manufacturing
Education

76%
100%
100%
64%

76%
100%
100%
-

UK
Netherlands
Malta
Malta
UK
USA
Brazil
UAE
India
Netherland
Chile
Egypt
Chile
Chile
Chile

Forfaiting
Holding Company
IT Services Provider
Property Management
Holding Company
Marketing
Marketing
Factoring
Factoring
Factoring
Factoring
Factoring
Factoring
Factoring
Factoring

100%
100%
100%
100%
100%
100%
100%
100%
86%
100%
100%
100%
-

100%
100%
100%
100%
100%
100%
100%
100%
86%
100%
100%
100%
51%
20%
100%

UAE

Consultancy

100%

100%

Held through United Towers Holding Company
22 project Management Company

Kuwait

Real estate

100%

100%

Held through North Africa Holding Industries Limited
SACEM Industries S.A.
SACEM Service

Tunisia
Tunisia

Manufacturing
Service & repairs

100%
100%

100%
100%

STE SACEM Training
SACEM International

Tunisia
Tunisia

Industrial Training
Trading
Research &
development
Industrial services
Sales
Sales
Sales

100%
100%

100%
100%

100%
100%
100%
100%
100%

100%
100%
100%
100%
100%

100%

100%

100%

100%

100%
100%
100%
100%
100%

100%
100%
100%
100%
100%

Held Through FIM Bank
London Forfaiting Company Limited
FIM Factors B.V.
FIM Business Solutions Limited
FIM Property Investment Limited
London Forfaiting International Limited
London Forfaiting Americas Inc.
London Forfaiting do Brasil Ltd.
Mena Factors Limited
India Factoring and Finance Solutions Private Limited
CIS Factors Holdings B.V.
FIM Holdings (Chile) S.P.A.
The Egyptian Company for Factoring S.A.E
Latam Factors S.A. (f)
Fondo de Inversión Privado Factoring 1 (f)
FFSF S.A. Administradora de Fondos de Inversión (f)
Held through Pulsar Knowledge Centre
PKC Advisory Services JLT

SACEM Smart
SACEM Energy and Engineering
SACEM GCC electrical L.L.C
SACEM Industries Cote D'ivoire
SACEM Rowanda Ltd

Tunisia
Tunisia
UAE
Ivory Coast
Rowanda

Held through Assoufid BV
Assoufid Properties development S.A
Assoufid Properties Management S.A

Morocco
Morocco

Assoufid Golf Operations S.A

Morocco

Assoufid Hotels SA
Assoufid Golf SA
Assoufid Golf & Hotels SA
Assem BV

Morocco
Morocco
Morocco
Netherlands

22

Real Estate
Facilities
management
Facilities
management
Real Estate
Real Estate
Real Estate
Real Estate
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SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF CONSOLIDATION (continued)
Country of
incorporation

Name of company

Principal activities

Effective interest as
at
31 December *
2016
2017

Held through Rawabi
Jordan Kuwait Bank P.L.C. (“JKB”)

Jordan

Banking

51%

51%

Held through United Education Company (e)
Al Rayan Holding Company K.S.C (Closed)
AUS Education Company W.L.L
AlRayan Educational Services Company (ARESC)
Al-Nouri Educational Establishement Co W.L.L

Kuwait
Kuwait
Kuwait
Kuwait

Educational
Educational
Educational
Educational

85%
70%
99%
99%

-

Construction

100%

100%

Pharmaceutical
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Investment Holding
company
Real Estate
Real Estate
Real Estate
Development
Investment Holding
company
Real Estate
Development
Investment Holding
company

51%

51%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%
100%
100%

100%
100%
100%

100%

100%

100%

100%

100%

100%

100%

100%

Held through North Africa Constructions Coöperatief U.A.
Stavebni S.A.
Held through NAH
Egyptian International Medical Center S.A.E

Morocco
Egypt

North Africa Educational Services Limited

Guernsey

Cheraga North Africa General Trading (L.L.C)

UAE

North Africa Holding Glass Industries Ltd

Guernsey

North Africa Holding Pharma Industry Ltd

Guernsey

North Africa Aero General Trading (LLC)

UAE

North Africa Holding Industries Ltd

Guernsey

North Africa Management Services (LLC)

UAE

North Africa Pharmaceutical Industries LLC

Egypt

North Pharma Distribution LLC

Egypt

Suntrana Investment Ltd

Cyprus

Kivalina Investments Ltd
North Africa Holding Real Estate
North Africa Holding Real Estate Cooperatief U.A.

Cyprus
Morocco
Netherlands

Pacato SARL

Morocco

Niteshade Limited

BVI

Tiglio SARL

Morocco

Tolland Limited
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SIGNIFICANT ACCOUNTING POLICIES (continued)

BASIS OF CONSOLIDATION (continued)

Name of company
Held through JKB
Ejarah for Finance Leasing Company
Specialized Managerial Company for Investment and
Financial Consultation
United Financial Investments Company (g)

Effective interest as
at
31 December *
2016
2017

Country of
incorporation

Principal activities

Jordan

Leasing

100%

100%

Jordan
Jordan

Financial Services
Brokerage

100%
-

100%
50%

* For directly held subsidiaries effective interest represents effective ownership of the Group. For indirectly held
subsidiaries, effective interest represents effective ownership of the respective Group subsidiaries.
(a) These entities were restructured during the year. Upon restructuring the Group now directly hold ownership in
UGH instead of UGB.
(b) Burgan Bank holds 20% equity interest in FIM Bank
(c) These entities were acquired during the year.
(d) JKB holds 10% equity interest in AGB.
(e) This entity was reclassified from investment in associate to investment in subsidiary due to purchase of
additional interest (Note 25).
(f) These entities became associates of the Group due to loss of control.
(g) On 27 December 2017 the subsidiary of the Group: Jordan Kuwait Bank decided to dispose of its investment
in United Financial Investment Company. The Board of Directors has approved the disposal on 07 January
2018.
Business combinations and goodwill
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as
the aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non
controlling interest in the acquiree. For each business combination, the acquirer measures the non controlling
interest in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Acquisition costs incurred are expensed and included in general and administrative expenses.
When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.
If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date through consolidated income
statement.
Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset or liability
will be recognised in accordance with IAS 39 in consolidated income statement.
If the contingent consideration is classified as equity, it should not be re-measured until it is finally settled within
equity. In instances where the contingent consideration does not fall within the scope of IAS 39, it is measured in
accordance with the appropriate IFRS.
Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for non controlling interest, and any previous interest held, over the net identifiable assets
acquired and liabilities assumed.
24
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)
If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the Group reassesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews
the procedures used to measure the amounts to be recognised at the acquisition date.
If the reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognised in consolidated income statement.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of
the Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other
assets or liabilities of the acquiree are assigned to those units.
Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured
based on the relative values of the operation disposed of and the portion of the cash-generating unit retained.
Financial assets
Initial recognition and measurement
Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss,
financial assets available for sale, financial assets held to maturity, loans and receivables, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate. The Group determines the classification of
its financial assets at initial recognition.
All financial assets are recognised initially at fair value plus transaction costs, except in the case of financial assets
recorded at fair value through profit or loss.
All regular way purchases and sales of financial assets are recognised on the settlement date, i.e. the date the asset
is received from or delivered to the counterparty. Changes in fair value between the trade date and settlement date
are recognised in the consolidated income statement or in consolidated statement of comprehensive income through
cumulative changes in fair values in accordance with the policy applicable to the related instrument. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame
generally established by regulations or conventions in the market place.
The Group’s financial assets include cash in hand and at banks, treasury bills and bonds, loans and advances,
financial assets at fair value through profit or loss, financial assets available for sale, financial assets held to maturity
and certain balances included in other assets.
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss includes, financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives are also classified as held for trading unless they are designated as effective hedging
instruments as defined by IAS 39.
Financial assets at fair value through profit or loss are carried in the consolidated statement of financial position at
fair value with net changes in fair value recognised in the consolidated income statement.
Financial assets designated upon initial recognition at fair value through profit or loss are designated at their initial
recognition date and only if the criteria under IAS 39 are satisfied.
The Group evaluates its financial assets held for trading, other than derivatives, to determine whether the intention
to sell them in the near term is still appropriate. When in rare circumstances the Group is unable to trade these
financial assets due to inactive markets and management’s intention to sell them in the foreseeable future
significantly changes, the Group may elect to reclassify these financial assets. The reclassification to loans and
receivables, financial assets available for sale or held to maturity depends on the nature of the asset. This evaluation
does not affect any financial assets designated at fair value through profit or loss using the fair value option at
designation, these instruments cannot be reclassified after initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)
Subsequent measurement (continued)
Financial assets at fair value through profit or loss (continued)
Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their
economic characteristics and risks are not closely related to those of the host contracts and the host contracts are
not held for trading or designated at fair value though profit or loss. These embedded derivatives are measured at
fair value with changes in fair value recognised in the consolidated income statement. Reassessment only occurs if
there is a change in the terms of the contract that significantly modifies the cash flows that would otherwise be
required.
Financial assets available for sale
Financial assets available for sale include equity and debt securities. Equity investments classified as available for
sale are those, which are neither classified as held for trading nor designated at fair value through profit or loss.
Debt securities in this category are those which are intended to be held for an indefinite period of time and which
may be sold in response to needs for liquidity or in response to changes in the market conditions.
After initial measurement, financial assets available for sale are subsequently measured at fair value with unrealised
gains or losses recognised as other comprehensive income until the investment is derecognised, at which time the
cumulative gain or loss is recognised in the consolidated income statement, or determined to be impaired, at which
time the cumulative loss is reclassified to the consolidated income statement. Financial assets available for sale
whose fair value cannot be reliably measured are carried at cost less impairment losses, if any. Interest earned whilst
holding financial assets available for sale is reported as interest income using the effective interest rate method.
The Group evaluates whether the ability and intention to sell its financial assets available for sale in the near term
is still appropriate. When the Group is unable to trade these financial assets due to inactive markets and
management’s intention to do so significantly changes in the foreseeable future, the Group may elect to reclassify
these financial assets in rare circumstances. Reclassification to loans and receivables is permitted when the financial
assets meet the definition of loans and receivables and the Group has the intent and ability to hold these assets for
the foreseeable future or until maturity. Reclassification to the held to maturity category is permitted only when the
entity has the ability and intention to hold the financial asset accordingly.
For a financial asset reclassified from the available for sale category, the carrying amount at the date of
reclassification becomes its new amortised cost and any previous gain or loss on the asset that has been recognised
in equity is amortised to consolidated income statement over the remaining life of the investment using the effective
interest rate method. Any difference between the new amortised cost and the maturity amount is also amortised
over the remaining life of the asset using the effective interest rate method. If the asset is subsequently determined
to be impaired, then the amount recorded in equity is reclassified to the consolidated income statement.
Financial assets held to maturity
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held to
maturity when the Group has the positive intention and ability to hold it to maturity. After initial measurement, held
to maturity investments are measured at amortised cost using the effective interest method, less impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is included in the
consolidated income statement. The losses arising from impairment are recognised in the consolidated income
statement.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such financial assets are subsequently measured at amortised cost
using the effective interest rate, less impairment. Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral part of the effective interest rate. The effective
interest rate amortisation is included in the consolidated income statement. The losses arising from impairment are
recognised in the consolidated income statement.
The Group’s loans and receivables comprise of cash in hand and at banks, treasury bills and bonds, loans and
advances and certain balances included in other assets.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)
Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when:
•
•

The rights to receive cash flows from the asset have expired
The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all of the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Group’s continuing involvement in the
asset. In that case, the Group also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Group has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required
to repay.
Impairment of financial assets
The Group assesses at each reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only
if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial
recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment
may include indications that the borrowers or a group of borrowers is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and where observable data indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.
Financial assets available for sale
For financial assets available for sale, the Group assesses at each reporting date whether there is objective evidence
that an investment or a group of investments is impaired.
In the case of equity investments classified as available for sale, objective evidence would include a significant or
prolonged decline in the fair value of the investment below its cost. ‘Significant’ is evaluated against the original
cost of the investment and ‘prolonged’ against the period in which the fair value has been below its original cost.
Where there is evidence of impairment, the cumulative loss – measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that investment previously recognised in the consolidated
income statement – is removed from other comprehensive income and recognised in the consolidated income
statement. Impairment losses on equity investments are not reversed through the consolidated income statement;
increases in their fair value after impairment are recognised directly in other comprehensive income.
In the case of debt instruments classified as available for sale, impairment is assessed based on the same criteria as
financial assets carried at amortised cost. However, the amount recorded for impairment is the cumulative loss
measured as the difference between the amortised cost and the current fair value, less any impairment loss on that
investment previously recognised in the consolidated income statement.
Future interest income continues to be accrued based on the reduced carrying amount of the asset, using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss. The interest income
is recorded as part of interest income. If, in a subsequent year, the fair value of a debt instrument increases and the
increase can be objectively related to an event occurring after the impairment loss was recognised in the
consolidated income statement, the impairment loss is reversed through the consolidated income statement.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost
For financial assets carried at amortised cost, the Group first assesses whether objective evidence of impairment
exists individually for financial assets that are individually significant, or collectively for financial assets that are
not individually significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included in a
collective assessment of impairment.
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference between the assets carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred). The present value of the estimated future cash flows
is discounted at the financial assets original effective interest rate. If a loan has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate.
The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the consolidated income statement. Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment loss. The interest income is recorded in the consolidated income statement. Loans together with the
associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been
realised or has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered,
the recovery is credited to other income in consolidated income statement.
Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or
loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. The Group determines the classification of its financial liabilities at initial recognition.
All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, net of directly
attributable transaction costs.
The Group classifies its financial liabilities at amortized cost. Due to banks and other financial institutions, deposits
from customers, loans payable, bonds, medium term notes, financial guarantee contracts, derivative financial
instruments and other liabilities are classified as financial liabilities at amortized cost.
Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortised cost
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using
the effective interest rate. Gains and losses are recognised in the consolidated income statement when the liabilities
are derecognised as well as through the effective interest rate amortisation process. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part of the effective
interest rate. The effective interest rate amortisation is included in interest expense in the consolidated income
statement.
Financial guarantee contracts
Financial guarantee contracts issued by the Group are those contracts that require a payment to be made to reimburse
the holder for a loss it incurs because the specified borrower fails to make a payment when due in accordance with
the terms of a debt instrument. In the ordinary course of business, the Group gives financial guarantees, consisting
of letters of credit, guarantees and acceptances.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities (continued)
Subsequent measurement (continued)
Financial guarantee contracts (continued)
Financial guarantee contracts are recognised initially as a liability at fair value, being the premium received,
adjusted for transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the
liability is measured at the higher of the best estimate of the expenditure required to settle the present obligation at
the reporting date and the amount recognised less cumulative amortisation.
Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in the consolidated income statement.
Repurchase and resale agreements
Assets sold with a simultaneous commitment to repurchase at a specified future date at an agreed price (repos) are
not derecognised in the consolidated statement of financial position. Amounts received under these agreements are
treated as interest bearing liabilities and the difference between the sale and repurchase price treated as interest
expense using the effective interest method.
Assets purchased with a corresponding commitment to resell at a specified future date at an agreed price (reverse
repos) are not recognised in the consolidated statement of financial position. Amounts paid under these agreements
are treated as interest earning assets and the difference between the purchase and resale price treated as interest
income using the effective interest method.
Offsetting
Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
Renegotiated loans
In the event of a default, the Group seeks to restructure loans rather than take possession of collateral. This may
involve extending the payment arrangements and the agreement of new loan conditions. When the terms and
conditions of these loans are renegotiated, the terms and conditions of the new contractual arrangement apply in
determining whether these loans remain past due. Management continually reviews renegotiated loans to ensure
that all criteria are met and that future payments are likely to occur. The loan continues to be subject to an individual
or collective impairment assessment calculated using the loan’s original effective interest rate.
Cash and cash equivalents
For the purpose of the consolidated cash flow statement, cash and cash equivalents includes cash and bank balances,
deposits and other short-term, highly liquid investments that are readily convertible to known amounts of cash with
original maturities up to three months from the date of acquisition and that are subject to an insignificant risk of
change in value.
Derivative financial instruments and hedge accounting
The Group makes use of derivative instruments to manage exposures to interest rate, foreign currency and credit
risks including exposures arising from forecast transactions and firm commitments.
Derivatives are recorded at fair value. Derivatives with positive fair values (unrealised gains) are included in
other assets and derivatives with negative fair values (unrealised losses) are included in other liabilities in the
consolidated statement of financial position. For hedges, which do not qualify for hedge accounting and for held
for trading derivatives, any gains or losses arising from changes in the fair value of the derivative are taken directly
to the consolidated income statement.
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Derivative financial instruments and hedge accounting (continued)
Certain derivatives embedded in other financial instruments are treated as separate derivatives when their economic
characteristics and risks are not closely related to those of the host contract and the host contract is not carried at
fair value through the profit or loss. These embedded derivatives are measured at fair value with the changes in fair
value recognised in the consolidated income statement. In order to manage particular risks, the Group applies hedge
accounting for transactions, which meet the specified criteria.
At inception of the hedge relationship, the Group formally documents the relationship between the hedged item and
the hedging instrument, including the nature of the risk, the objective and strategy for undertaking the hedge and
the method that will be used to assess the effectiveness of the hedging relationship. Also at the inception of the
hedge relationship, a formal assessment is undertaken to ensure the hedging instrument is expected to be highly
effective in offsetting the designated risk in the hedged item. Hedges are formally assessed each quarter. A hedge
is regarded as highly effective if the changes in fair value or cash flows attributable to the hedged risk during the
period for which the hedge is designated are expected to offset in a range of 80% to 125%. For situations where
that hedged item is a forecast transaction, the Group assesses whether the transaction is highly probable and presents
an exposure to variations in cash flows that could ultimately affect the consolidated income statement.
For the purpose of hedge accounting, hedges are classified as:
• Fair value hedges when hedging the exposure to changes in the fair value of a recognised asset or liability
or an unrecognised firm commitment (except for foreign currency risk)
• Cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a
particular risk associated with a recognised asset or liability or a highly probable forecast transaction or
the foreign currency risk in an unrecognised firm commitment
• Hedges of a net investment in a foreign operation
Hedges which meet the strict criteria for hedge accounting are accounted for as follows:
Fair value hedges
The change in the fair value of hedging derivative is recognised in the consolidated income statement. The change
in the fair value of the hedged item attributable to the risk hedged is recorded as part of the carrying value of the
hedged item and is also recognised in the consolidated income statement.
For fair value hedges relating to items carried at amortised cost, the adjustment to carrying value is amortised
through the consolidated income statement over the remaining term to maturity. Effective interest rate amortisation
may begin as soon as an adjustment exists and shall begin no later than when the hedged item ceases to be adjusted
for changes in its fair value attributable to the risk being hedged.
If the hedged item is derecognised, the unamortised fair value is recognised immediately in the consolidated income
statement.
When an unrecognised firm commitment is designated as a hedged item, the subsequent cumulative change in the
fair value of the firm commitment attributable to the hedged risk is recognised as an asset or liability with a
corresponding gain or loss recognised in the consolidated income statement. The Group uses forward foreign
exchange contracts to hedge against changes in fair value of its foreign currency exposures.
Cash flow hedges
The effective portion of the gain or loss on the hedging instrument is recognised directly in other comprehensive
income, while any ineffective portion is recognised immediately in the consolidated income statement.
Amounts recognised as other comprehensive income are transferred to the consolidated income statement when the
hedged transaction affects profit or loss, such as when the hedged financial income or financial expense is
recognised or when a forecast sale occurs. Where the hedged item is the cost of a non-financial asset or non-financial
liability, the amounts recognised as other comprehensive income are transferred to the initial carrying amount of
the non-financial asset or liability.
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Derivative financial instruments and hedge accounting (continued)
Cash flow hedges (continued)
If the forecast transaction or firm commitment is no longer expected to occur, the cumulative gain or loss previously
recognised in equity is transferred to the consolidated income statement. If the hedging instrument expires or is
sold, terminated or exercised without replacement or rollover, or if its designation as a hedge is revoked, any
cumulative gain or loss previously recognised in other comprehensive income remains in other comprehensive
income until the forecast transaction or firm commitment affects profit or loss. The Group uses interest rate swaps
to hedge its cash flows on variable rate loans.
Hedge of net investments in foreign operations
Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as
part of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging
instrument relating to the effective portion of the hedge are recognised as other comprehensive income as part of
‘foreign currency translation adjustment’, while any gains or losses relating to the ineffective portion are recognised
in the consolidated income statement. On disposal of the foreign operation, the cumulative value of any such gains
or losses recorded in equity is transferred to the consolidated income statement.
The Group uses forward currency contracts to hedge its exposure to foreign exchange risk on its investments in
foreign subsidiaries. Gains or losses on the fair valuation of this forward currency contract are transferred to other
comprehensive income to offset any gains or losses on translation of the net investments in the subsidiaries.
Fair value measurement
The Group measures financial instruments, such as, derivatives, and non-financial assets such as investment
properties, at fair value at each balance sheet date. Also, fair values of financial instruments measured at amortised
cost are disclosed in note 31.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:
•
•

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.
A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:
•
•
•

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For financial instruments quoted in an active market, fair value is determined by reference to quoted market prices.
Bid prices are used for assets and offer prices are used for liabilities. The fair value of investments in mutual funds,
unit trusts or similar investment vehicles are based on the last published net assets value.
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Fair value measurement (continued)
For unquoted financial instruments fair value is determined by reference to the market value of a similar investment,
discounted cash flows, other appropriate valuation models or brokers’ quotes.
For financial instruments carried at amortised cost, the fair value is estimated by discounting future cash flows at
the current market rate of return for similar financial instruments.
For investments in equity instruments, where a reasonable estimate of fair value cannot be determined, the
investment is carried at cost.
For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based
on the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained
above.
Inventories
Inventories are stated at the lower of cost and net realisable value. Costs are those expenses incurred in bringing
each product to its present location and condition and are determined on the weighted average basis. Net realisable
value is based on estimated selling price in the ordinary course of the business, less any further costs expected to
be incurred on completion and disposal. Inventories are included as part of other assets.
Properties held for trading
Properties acquired or being constructed for sale in the ordinary course of business, rather than to be held for rental
or capital appreciation, are held as properties held for trading and are measured at lower of cost and net realisable
value.
Cost includes free hold and leasehold rights for land, amount paid to contractors for construction, borrowing costs,
planning and design costs, cost of site preparation , professional fees for legal services, property transfer taxes,
construction overheads and other related costs.
Net realisable value is the estimated selling price in the ordinary course of business, based on market prices at the
reporting date and discounted for the time value of money if material, less costs to completion and the estimated
cost of sale. Non refundable commissions paid to sales or marketing agents on the sale of real estate units are
expensed when paid.
The cost of properties held for trading recognised in consolidated income statement on disposal is determined with
reference to the specific cost incurred on the property sold and an allocation of any non-specific costs based on the
relative size of the property sold. Write down of properties held for trading are charged to other operating expenses.
Investment in associates and joint ventures
An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control over
those policies.
A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant activities require unanimous consent of the
parties sharing control.
The considerations made in determining significant influence or joint control are similar to those necessary to
determine control over subsidiaries.
The Group’s investments in its associate and joint venture are accounted for using the equity method.
Under the equity method, the investment in an associate or a joint venture is initially recognised at cost. The carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net assets of the associate or joint
venture since the acquisition date. Goodwill relating to the associate or joint venture is included in the carrying
amount of the investment and is neither amortised nor individually tested for impairment.
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Investment in associates and joint ventures (continued)
The consolidated income statement reflects the Group’s share of the results of operations of the associate or joint
venture. Any change in OCI of those investees is presented as part of the Group’s OCI. In addition, when there has
been a change recognised directly in the equity of the associate or joint venture, the Group recognises its share of
any changes, when applicable, in the statement of changes in equity. Unrealised gains and losses resulting from
transactions between the Group and the associate or joint venture are eliminated to the extent of the interest in the
associate or joint venture.
The aggregate of the Group’s share of profit or loss of an associate and a joint venture is shown on the face of the
consolidated income statement outside operating profit and represents profit or loss after tax and non-controlling
interests in the subsidiaries of the associate or joint venture.
The financial statements of the associate or joint venture are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the Group.
After application of the equity method, the Group determines whether it is necessary to recognise an impairment
loss on its investment in its associate or joint venture. At each reporting date, the Group determines whether there
is objective evidence that the investment in the associate or joint venture is impaired. If there is such evidence, the
Group calculates the amount of impairment as the difference between the recoverable amount of the associate or
joint venture and its carrying value, then recognises the loss as ‘impairment of investments’ in the consolidated
income statement.
Upon loss of significant influence over the associate or joint control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any difference between the carrying amount of the associate
or joint venture upon loss of significant influence or joint control and the fair value of the retained investment and
proceeds from disposal is recognised in consolidated income statement.
Investment properties
Investment properties comprise completed property and property under construction or re-development held to earn
rentals or for capital appreciation or both. Property held under a lease is classified as investment properties when
the definition of investment properties is met and it is accounted for as a finance lease.
Investment properties are measured initially at cost including transaction costs. Transaction costs include transfer
taxes, professional fees for legal services and initial leasing commissions to bring the property to the condition
necessary for it to be capable of operating. The carrying amount also includes the cost of replacing part of existing
investment properties at the time that cost is incurred if the recognition criteria are met.
Subsequent to initial recognition, investment properties are stated at fair value. Gains or losses arising from changes
in the fair values are included in the consolidated income statement in the year in which they arise. For the purposes
of these consolidated financial statements the assessed fair value is:
• Reduced by the carrying amount of any accrued income resulting from the spreading of lease incentives
and/or minimum lease payments.
• Increased by the carrying amount of any liability to the holder of leasehold or freehold property included
in the consolidated statement of financial position as a finance lease obligation.
Investment properties are derecognised when it has been disposed of or permanently withdrawn from use and no
future economic benefit is expected from its disposal. Any gains or losses on the retirement or disposal of
investment properties are recognised in the consolidated income statement in the year of retirement or disposal.
Gains or losses on the disposal of investment properties are determined as the difference between net disposal
proceeds and the carrying value of the asset in the previous full period consolidated financial statements.
Transfers are made to investment properties when, and only when, there is a change in use, evidenced by the end
of owner occupation or commencement of an operating lease. Transfers are made from investment properties
when, and only when, there is a change in use, evidenced by commencement of owner occupation or
commencement of development with a view to sale. If owner-occupied property becomes an investment property,
the Group accounts for such property
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Investment properties (continued)
in accordance with the policy stated under property, plant and equipment up to the date of change in use.
Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. When assets
are sold or retired, their cost and accumulated depreciation are eliminated from the accounts and any gain or loss
resulting from their disposal is recognised in the consolidated income statement.
Land is not depreciated. Depreciation is computed on a straight-line basis to their residual values over the estimated
useful lives of other property, plant and equipment as follows:
Buildings
Furniture and fixtures
Motor vehicles
Plant and equipment
Aircraft

10 to 50 years
3 to 10 years
3 to 5 years
3 to 20 years
15 years

Leasehold improvements are depreciated over the period of lease.
The useful life and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits arising from items of property, plant and
equipment.
The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where the
carrying values exceed the estimated recoverable amount, the assets are written down to their recoverable amount,
being the higher of their fair value less costs to sell and their value in use.
Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the respective
assets. All other borrowing costs are expensed in the period they occur. Borrowing costs consist of interest and
other costs that an entity incurs in connection with the borrowing of funds.
Intangible assets
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure
is reflected in the consolidated income statement in the year in which the expenditure is incurred.
The useful lives of intangible assets are assessed to be either finite or indefinite. The estimated useful lives of
intangible assets are as follows:
Licenses
Brand name
Customer contracts and core deposits

10 years to indefinite
Indefinite
4 to 10 years

Licenses renewable at the end of the expiry period at little or no cost to the Group are assumed to have indefinite
useful life.
Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the
consolidated income statement in the expense category consistent with the function of the intangible asset.
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Intangible assets (continued)
Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash
generating unit level. Such intangibles are not amortised. The useful life of an intangible asset with an indefinite
life is reviewed annually to determine whether indefinite life assessment continues to be supportable. If not, the
change in the useful life assessment from indefinite to finite is made on a prospective basis.
Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the consolidated income statement
when the asset is derecognised.
Provisions
General
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. Where the Group expects some or all of a
provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain. The expense relating to any provision is presented in
the consolidated income statement net of any reimbursement.
Contingent liabilities recognised in a business combination
A contingent liability recognised in a business combination is initially measured at its fair value. Subsequently, it
is measured at the higher of: the amount that would be recognised in accordance with the general guidance for
provisions above in accordance with ‘IAS 37: Provisions, Contingent Liabilities and Contingent Assets’, or the
amount initially recognised less, when appropriate, cumulative amortisation recognised in accordance with the
guidance for revenue recognition in accordance with ‘IAS 18: Revenue’.
End of service indemnity
Provision is made for amounts payable to employees under the Kuwaiti Labour Law, employee contracts and
applicable labour laws in the countries where the subsidiaries operate. This liability, which is unfunded, represents
the amount payable to each employee as a result of involuntary termination on the reporting date.
Treasury shares
Treasury shares consist of the Parent Company’s own issued shares that have been reacquired by the Group and
not yet reissued or cancelled. The treasury shares are accounted for using the cost method. Under this method, the
weighted average cost of the shares reacquired is charged to a contra account in equity. When the treasury shares
are reissued, gains are credited to a separate account in equity, the treasury shares reserve, which is not distributable.
Any realised losses are charged to the same account to the extent of the credit balance on that account. Any excess
losses are charged to retained earnings then to the voluntary reserve and statutory reserve. Gains realised
subsequently on the sale of treasury shares are first used to offset any provisional recorded losses in order of
reserves, retained earnings and treasury share reserve account. No cash dividends are paid on these shares. The
issue of stock dividend shares increases the number of treasury shares proportionately and reduces the average cost
per share without affecting the total cost of treasury shares.
Share based payment transactions
The Group operates an equity-settled, share-based Employee Stock Option Plan. Under the terms of the plan, stock
options are granted to permanent employees. The cost of equity-settled transactions with employees is measured
by reference to the fair value at the date on which they are granted. The fair value of the stock options is determined
using Black-Scholes option pricing model further details of which are given in note 18. The fair value of the stock
options is recognised as an expense over the vesting period with corresponding effect to equity.
The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the
period in which the performance and / or service conditions are fulfilled, ending on the date on which the relevant
employees become fully entitled to the award (‘the vesting date’). The cumulative expense recognised for equitysettled transactions at each reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity instruments that will ultimately vest. The
consolidated income statement expense or credit for a period represents the movement in cumulative expense
recognised as at the beginning and end of that period.
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Share based payment transactions (continued)
No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional
upon a market condition, which are treated as vested irrespective of whether or not the market condition is satisfied,
provided that all other performance and / or service conditions are satisfied.
Where the terms of an equity-settled award are modified, the minimum expense recognised is the expense as if the
terms had not been modified. An additional expense is recognised for any modification, which increases the total
fair value of the share-based payment arrangement, or is otherwise beneficial to the employee as measured at the
date of modification.
Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. This includes any award where non-vesting
conditions within the control of either the entity or the counterparty are not met. However, if a new award is
substituted for the cancelled award, and designated as a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a modification of the original award, as described in the
previous paragraph.
The dilutive effect of outstanding stock options is reflected as additional share dilution in the computation of diluted
earnings per share (note 23).
Foreign currency translation
Each entity in the Group determines its own functional currency and items included in the financial statements of
each entity are measured using that functional currency. Transactions in foreign currencies are initially recorded at
the functional currency rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are translated to KD at rates of exchange prevailing on that date. Any
resultant gains or losses are recognised in the consolidated income statement.
Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are translated to
KD at the foreign exchange rates prevailing at the dates that the values were determined. In case of non-monetary
assets whose change in fair values are recognised directly in other comprehensive income, foreign exchange
differences are recognised directly in other comprehensive income and for non-monetary assets whose change in
fair value are recognised in the consolidated income statement, all differences are recognised in the consolidated
income statement.
Assets (including goodwill) and liabilities, both monetary and non-monetary, of foreign operations are translated
at the exchange rates prevailing at the reporting date. Operating results of such operations are translated at average
exchange rates for the year. The resulting exchange differences arising on translation are recognised in the other
comprehensive income. On disposal of a foreign operation, the component of other comprehensive income relating
to that particular foreign operation is recognised in the consolidated income statement.
Other reserve
Other reserve is used to record the effect of changes in ownership interest in subsidiaries, without loss of control.
Segment information
A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenue and incurs costs. The operating segments are used by the management of the Group to allocate resources
and assess performance. Operating segments exhibiting similar economic characteristics, product and services,
class of customers where appropriate are aggregated and reported as reportable segments.
Income recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair
value of the consideration received or receivable. The Group assesses its revenue arrangements against specific
criteria in order to determine if it is acting as principal or agent. The Group has concluded that it is acting as a
principal in all of its revenue arrangements. The following specific recognition criteria must also be met before
revenue is recognised:
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Income recognition (continued)
Dividend income
Dividend income is recognised when the right to receive payment is established.
Fees and commission
Fees and commission earned for the provision of services over a period of time are accrued over that period. These
fees include credit related fees and other management fee. Loan commitment fee, for loans likely to be drawn down,
and originating fee that are an integral part of the effective interest rate of a loan are recognised (together with any
incremental cost) as an adjustment to the effective interest rate on loan. Other fees and commission are recorded
when the services have been provided.
Interest income and expense
Interest income and expense are recognised in the consolidated income statement for all interest bearing instruments
on effective interest rate basis. The calculation includes all contractual terms of the financial instrument and
includes any fee or incremental costs that are directly attributable to the instrument and are an integral part of the
effective interest rate, but not future credit losses.
Once a financial instrument categorised, as financial assets available for sale, financial assets held to maturity, and
loans and receivables is impaired, interest is thereafter recognised using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss.
Digital satellite network services income
Digital satellite network services represent revenue from direct-to-home subscription, cable subscription,
advertising activities, receiving and broadcasting of space channels against periodic subscriptions and providing
internet services, and are recognised as and when the services are provided or rendered.
Hospitality and real estate income
Hospitality and real estate income includes hotel and rental income. Rental income is recognised on a straight-line
basis over the lease term. Hotel income represents the invoiced value of goods and services provided.
Manufacturing and distributing income
Manufacturing industries income is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer usually on delievery of the goods and the amount of revenue can be measured reliably.
Non-current assets held for sale and discontinued operations
Non-current assets and disposal groups classified as held for sale are measured at the lower of carrying amount and
fair value less costs to sell. Non-current assets and disposal groups are classified as held for sale if their carrying
amounts will be recovered through a sale transaction rather than through continuing use. This condition is regarded
as met only when the sale is highly probable and the asset or disposal group is available for immediate sale in its
present condition. Management must be committed to the sale, which should be expected to qualify for recognition
as a completed sale within one year from the date of classification.
In the consolidated income statement of the reporting period, and of the comparable period of the previous year,
income and expenses from discontinued operations are reported separate from income and expenses from
continuing activities, down to the level of profit, even when the Group retains a non controlling interest in the
subsidiary after the sale. The resulting profit or loss is reported separately in the consolidated income statement.
Property, plant and equipment and intangible assets once classified as held for sale are not depreciated or amortised.
Leases
The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement
and requires an assessment of whether the fulfillment of the arrangement is dependent on the use of a specific
asset or assets and the arrangement conveys a right to use the asset.
Group as a lessor
Leases where the Group retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same bases as rental income.

FS - 138

37

Kuwait Projects Company Holding K.S.C.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at 31 December 2017
2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)
Group as a lessee
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Operating lease payments are recognised as an expense in the consolidated income statement on a
straight-line basis over the lease term.
A property interest that is held by the Group under an operating lease may be classified and accounted for as an
investment property when the property otherwise meets the definition of an investment property, evaluated property
by property, and based on management’s intention. The initial cost of a property interest held under a lease and
classified as an investment properties is determined at the lower of the fair value of the property and the present value
of the minimum lease payments. An equivalent amount is recognised as a liability.
Impairment of non-financial assets
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down
to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs to sell, recent market transactions are taken into account,
if available. If no such transactions can be identified, an appropriate valuation model is used. These calculations
are corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair
value indicators.
The Group bases its impairment calculation on detailed budgets and forecast calculations which are prepared
separately for each of the Group’s cash-generating units to which the individual assets are allocated. These budgets
and forecast calculations are generally covering a period of five years. For longer periods, a long term growth rate
is calculated and applied to project future cash flows after the fifth year.
Impairment losses of continuing operations are recognised in the consolidated income statement, except for a
property previously revalued where the revaluation was taken to other comprehensive income. In this case, the
impairment is also recognised in other comprehensive income up to the amount of any previous revaluation.
Taxation
National Labour Support Tax (NLST)
The Parent Company calculates the NLST in accordance with Law No. 19 of 2000 and the Minister of Finance
Resolutions No. 24 of 2006 at 2.5% of taxable profit for the period. As per law, income from associates and
subsidiaries, cash dividends from listed companies which are subjected to NLST have been deducted from the profit
for the year.
Kuwait Foundation for the Advancement of Sciences (KFAS)
The Parent Company calculates the contribution to KFAS at 1% in accordance with the modified calculation based
on the Foundation’s Board of Directors resolution, which states that the income from associates and subsidiaries,
Board of Directors’ remuneration, transfer to statutory reserve should be excluded from profit for the year when
determining the contribution.
Zakat
Contribution to Zakat is calculated at 1% of the profit of the Parent Company in accordance with the Ministry of
Finance resolution No. 58/2007.
Taxation on overseas subsidiaries
Taxation on overseas subsidiaries is calculated on the basis of the tax rates applicable and prescribed according to
the prevailing laws, regulations and instructions of the countries where these subsidiaries operate. Income tax
payable on taxable profit (‘current tax’) is recognised as an expense in the period in which the profits arise in
accordance with the fiscal regulations of the respective countries in which the Group operates.
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date.
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Taxation (continued)
Taxation on overseas subsidiaries (continued)
Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits
and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilised, except when the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting profit nor taxable profit or loss.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent
that it has become probable that future taxable profits will allow the deferred tax asset to be recovered.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax
assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.
Deferred tax assets and liabilities are measured using tax rates and applicable legislation at the reporting date.
Dividends on ordinary shares
Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the
Parent Company’s shareholders.
Dividends for the year that are approved after the consolidated statement of financial position date are disclosed as
an event after the consolidated statement of financial position date.
Fiduciary assets
Assets and related deposits held in trust or in a fiduciary capacity are not treated as assets or liabilities of the Group
and accordingly are not included in the consolidated statement of financial position.
Contingencies
Contingent liabilities are not recognised in the consolidated financial statements, but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are not recognised in the consolidated financial statements, but are disclosed when an inflow of
economic benefits is probable.
Significant accounting judgments, estimates and assumptions
Judgements
In the process of applying the Group’s accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect on the amounts recognised in the
consolidated financial statements:
Classification of financial assets
On acquisition of financial assets, management decides whether it should be classified as financial assets at fair
value through profit or loss or financial assets available for sale or loans and receivables or held to maturity.
Impairment of equity financial assets available for sale
The Group treats equity financial assets available for sale as impaired when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists. The determination
of what is ‘significant’ or ‘prolonged’ requires considerable judgment.
Control assessment
When determining control, management considers whether the Group has the practical ability to direct the relevant
activities of an investee on its own to generate returns for itself. The assessment of relevant activities and ability to
use its power to affect variable return requires considerable judgment.
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Judgements (continued)

Deferred tax assets
Deferred tax assets are recognised in respect of tax losses to the extent that it is probable that future taxable profits
will be available against which the losses can be utilised. Judgment is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely timing and level of future taxable profits, together with
future tax planning strategies.
Operating Lease – Group as lessor
The Group has entered into commercial property leases on its investment properties portfolio. The Group has
determined, based on an evaluation of the terms and conditions of the arrangements, that it retains all the significant
risks and rewards of ownership of these properties and so accounts for the contracts as operating leases.
Estimation uncertainty and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:
Impairment of goodwill and other intangibles with indefinite useful lives
The Group determines whether goodwill and other intangibles with indefinite useful lives are impaired at least on
an annual basis. This requires an estimation of the value in use or fair value less cost to sell of the cash-generating
units to which the goodwill and other intangibles with indefinite useful lives are allocated. Estimating the value in
use requires the Group to make an estimate of the expected future cash flows from the cash-generating unit and
also to choose a suitable discount rate in order to calculate the present value of those cash flows.
Provision for credit losses
The Group reviews its problematic loans and advances on a quarterly basis to assess whether a provision for credit
losses should be recorded in the consolidated income statement. In particular, considerable judgment by
management is required in the estimation of the amount and timing of future cash flows when determining the level
of provisions required. Such estimates are necessarily based on assumptions about several factors involving varying
degrees of judgment and uncertainty, and actual results may differ resulting in future changes to such provisions
(note 4).
Fair values of assets and liabilities including intangibles
Considerable judgement by management is required in the estimation of the fair value of the assets including
intangibles with definite and indefinite useful life, liabilities and contingent liabilities acquired as a result of
business combination.
Collective impairment provision on loans and advances
In addition to specific provisions against individually significant loans and advances, the Group also makes a
collective impairment provision against loans and advances which is not specifically identified against a loan. This
collective provision is based on any deterioration in the internal grade of the loan since it was granted. The amount
of the provision is based on the historical loss pattern for loans within each grade and is adjusted to reflect current
economic changes.
This internal grading take into consideration factors such as any deterioration in country risk, industry, and
technological obsolescence as well as identified structural weaknesses or deterioration in cash flows.
Fair value measurement of financial instruments
Where the fair value of financial assets recorded in the consolidated statement of financial position cannot be
derived from active markets, their fair value is determined using valuation techniques including the discounted cash
flow model. The inputs to these models are taken from observable markets where possible, but where this is not
feasible, a degree of judgment is required in establishing fair values. The judgments include considerations of inputs
such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the reported
fair value of financial instruments.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Significant accounting judgments, estimates and assumptions (continued)
Estimation uncertainty and assumptions (continued)
Fair value measurement of financial instruments (continued)
Contingent consideration, resulting from business combinations, is valued at fair value at the acquisition date as
part of the business combination. When the contingent consideration meets the definition of a financial liability, it
is subsequently re-measured to fair value at each reporting date. The determination of the fair value is based on
discounted cash flows. The key assumptions take into consideration the probability of meeting each performance
target and the discount factor.
The determination of the cash flows and discount factors for unquoted equity financial assets requires significant
estimation.
Valuation of investment properties
Fair value of investment properties are assessed by independent real estate appraisers. Two main methods used to
determine the fair value of property interests in investment properties are; (a) formula based discounted cash flow
analysis and (b) comparative analysis, as follows:
a)

Formula based discounted cash flow, is based on a series of projected free cash flows supported by the
terms of any existing lease and other contracts and discounted at a rate that reflects the risk of the asset.

b) Comparative analysis is based on the assessment made by an independent real estate appraiser using values
of actual deals transacted recently by other parties for properties in a similar location and condition, and
based on the knowledge and experience of the real estate appraiser.
In arriving at the estimates of market values as at 31 December 2017, valuers used their market knowledge and
professional judgment and did not rely solely on historical transactional comparables. In these circumstances, there
was a greater degree of uncertainty in estimating the market values of investment properties than would exist in a
more active market.
The significant methods and assumptions used by valuers in estimating fair value of investment property are stated
in note 10.
Techniques used for valuing investment properties
The discounted cash flow method involves the projection of a series of periodic cash flows either to an operating
property or a development property. To this projected cash flow series, an appropriate, market derived discount rate
is applied to establish an indication of the present value of the income stream associated with the property. The
calculated periodic cash flow is typically estimated as gross rental income less vacancy and collection losses and
less operating expenses/outgoings. A series of periodic net operating incomes, along with an estimate of the
reversion/terminal/exit value (which uses the traditional valuation approach) anticipated at the end of the projection
period, are discounted to present value. The aggregate of the net present values equals the fair value of the property.
The Residual Method (or Hypothetical Development Approach) to estimating fair value is a combination of the
Capitalisation (income) approach and a Cost approach (summation). The Residual Method is defined as: “A method
of determining the value of a property which has potential for development, redevelopment or refurbishment. The
estimated total cost of the work, including fees and other associated expenditures, plus allowance for interest,
developer’s risk and profit, is deducted from the gross value of the completed project. The resultant figure is then
adjusted back to the date of valuation to give the residual value.”
3

CASH IN HAND AND AT BANKS
2017
KD 000’s

Cash and bank balances
Deposits with original maturities up to three months

1,127,545
432,225

Cash and cash equivalents
Add: deposits with original maturities exceeding three months

41

920,694
534,349

─────────

─────────

─────────

─────────

═════════

═════════

1,559,770
9,795
1,569,565
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LOANS AND ADVANCES

The composition of loans and advances, classified by type of borrower, is as follows:

2017
KD 000’s

Corporate
Banks and financial institutions
Retail

4,082,278
612,012
624,465

─────────

─────────

─────────

═════════

═════════

2017
KD 000’s

2016
KD 000’s

5,240,825

The movement in the provision for credit losses is as follows:

As at 1 January
Exchange adjustments
Amounts written off
Provision for credit losses

125,890
(3,578)
(56,345)
22,467

As at 31 December

3,903,318
892,919
603,080

─────────

5,318,755
(77,930)

Less: provision for credit losses

2016
KD 000’s

5,399,317
(114,034)
5,285,283

154,878
(8,254)
(43,329)
22,595

─────────

─────────

═════════

═════════

88,434

125,890

Provision for credit losses (in the table above) includes provision for non-cash facilities amounting to KD 10,504
thousand (2016: KD 11,856 thousand). Provision for non-cash facilities is included in other liabilities (note 16).
Interest income on impaired loans and advances is immaterial.
5

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
2017
KD 000’s

Financial assets held for trading
Equity securities
Quoted debt securities

2,527
4,396

5,367
7,869

─────────

─────────

─────────

─────────

27,197
1,235

35,493
5,447
5,061

─────────

─────────

─────────

─────────

═════════

═════════

6,923

Financial assets designated at fair value through profit or loss
Equity securities
Unquoted debt securities
Managed funds

2016
KD 000’s

28,432
35,355

13,236

46,001
59,237

Refer to note 30.4.3 for geographical distribution of equity instruments and note 31 for fair value measurement.
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FINANCIAL ASSETS AVAILABLE FOR SALE
2017
KD 000’s

Quoted financial assets
Equities
Debt securities

42,175
270,846

39,448
190,151

─────────

─────────

─────────

─────────

82,375
71,323
47,384

85,653
65,856
57,345

313,021

Unquoted financial assets
Equities
Managed funds
Debt securities

2016
KD 000’s

229,599

─────────

─────────

─────────

─────────

═════════

═════════

201,082
514,103

208,854
438,453

Included under financial assets available for sale are unquoted financial assets amounting to KD 43,583 thousand
(2016: KD 34,365 thousand) that are carried at cost, less impairment, if any, due to the unpredictable nature of their
future cash flows and the lack of other suitable methods for arriving at a reliable fair value for these financial assets.
There is no active market for these financial assets and the Group intends to hold them for the long term.
Management has performed a review of its financial assets available for sale to assess whether impairment has
occurred in the value of these investments and recorded an impairment loss of KD 743 thousand (2016: KD 3,822
thousand) in the consolidated income statement.
Refer note 30.4.3 for geographical distribution of equity instruments and note 31 for fair value measurement.
7

OTHER ASSETS
2017
KD 000’s

Net accounts receivable
Accrued interest and other income receivable
Prepayments
Assets pending sale *
Other

155,288
99,091
24,655
88,007
80,159

2016
KD 000’s
92,695
77,445
23,824
87,744
73,422

─────────

─────────

═════════

═════════

447,200

355,130

* The assets pending sale are arising from the operating activities of the commercial banking subsidiaries of the
Group. These assets are carried at lower of cost and net realizable value and no impairment loss has been recorded.
The fair value of real estate assets included in assets pending for sale are based on valuations performed by
accredited independent valuators by using market comparable method. As the significant valuation inputs used
are based on unobservable market data these are classified under level 3 fair value hierarchy. However, the impact
on the consolidated income statement would be immaterial if the relevant risk variables used to fair value were
altered by 5%.
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INVESTMENT IN ASSOCIATES

Name of company
Qurain Petrochemical Industries
Company K.S.C.P. (“QPIC”)
Gulf Insurance Group K.S.C.P. (“GIG”)
Advance Technology Company K.S.C.P.
(“ATC”)
Abdali Boulevard Company P.S.C.
Burgan Equity Fund (a)
Al-Fujeira Real Estate Limited
Manafae Holding Company
K.S.C.(Closed).
Kandil Glass S.A.E.
First Real Estate Investment Company
K.S.C. (Closed)
United Capital Transport Company
K.S.C. (Closed)
Kuwait Education Fund
Kuwait Hotels Company K.S.C.P.
(“KHC”)
SSH Dar International Engineering
Consultancy
Middle East Payment Services Co.
N.S.88 SPC
Syria Gulf Bank S.A.
Arab Leadership Academy (a)
Saidal Norah manufacturing
Al Thaniya Real Estate Company P.S.C
Insha'a Holding Company (b)
Kamco Investment fund (c)
Latam Factors S.A. (d)
KAMCO Real Estate Yield Fund (e)
Al Sheeb Real Estate W.L.L. (“Al
Sheeb”) (f)
United Education Company K.S.C.
(Closed) (g)
Brasil Factors S.A. (h)
Al Sharq Financial Brokerage company
(“Al Sharq”) (i)

Country of
incorporation

Principal
activities

Effective interest

Carrying value

2017

2016

2017
KD 000’s

2016
KD 000’s

Kuwait
Kuwait

Petrochemical
activities
Insurance

31%
46%

31%
46%

155,827
73,971

144,540
72,940

Kuwait
Jordan
Kuwait
U.A.E

Trading
Real estate
Fund
Real estate

29%
40%
20%
50%

29%
40%
18%
50%

43,089
36,396
13,978
7,814

41,697
39,952
12,778
8,345

Kuwait
Egypt

Investment
Manufacturing

38%
50%

38%
50%

4,176
2,643

4,193
2,496

Kuwait

Real estate

20%

20%

4,352

4,333

Kuwait
Kuwait

Services
Fund

40%
34%

40%
34%

4,538
4,266

5,059
5,984

Kuwait

Hotels

34%

34%

2,256

2,425

Bahrain

23%

23%

639

1,281

Jordan
Bahrain
Syria
Kuwait
Algeria
Jordan
Kuwait
Kuwait
Chile
Kuwait

Engineering
Credit Card &
ATM Services
Real Estate
Banking
Education
Manufacturing
Real Estate
Manufacturing
Fund
Factoring
Real Estate

30%
20%
31%
15%
49%
50%
40%
23%
51%
-

30%
20%
31%
15%
49%
50%
22%

2,296
3,705
1,217
125
255
9
5,812
6,865
1,678
-

2,270
3,762
1,234
125
254
8
4,188

Kuwait

Real Estate

-

31%

-

58,964

Kuwait
Brazil

Education
Factoring

-

44%
50%

-

22,981
355

Kuwait

Brokerage

-

19%

-

2,296

───────

───────

═══════

═══════

375,907

442,460

(a) Significant influence through Board representation.
(b) During the year, Group acquired equity interest in this entity.
(c) During the year, the Group acquired additional equity interest in this entity and determined that it exercises
significant influence and hence reclassified as an investment in associate.
(d) During the year, the Group lost its control in this entity and reclassified this as an investment in associate.
(e) During the year, the Group reclassified this investment to financial assets available for sale, as it no longer
exercises significant influence.
(f) This entity was sold during the year.
(g) During the year, the Group has increased its stake in UEC and therefore it derecognised its investment in
associate from the date of acquisition (Note 25).
(h) During the year, the Group resolved to dispose its investment in this associate.
44
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INVESTMENT IN ASSOCIATES (continued)

(i) During the year, the Group’s effective interest in this entity diluted as a result of subscription of rights issue
by the other shareholders. Accordingly, upon loss of significant influence, the Group has reclassified its
investment in the entity to financial assets available for sale.
Investment in associates include quoted associates with a carrying value of KD 275,143 thousand (2016: KD
261,602 thousand) having quoted market value of KD 228,058 thousand (represents QPIC: KD 106,777 thousand,
GIG: KD 67,879 thousand, ATC: KD 47,966 thousand and KHC: KD 5,436 thousand) (2016: KD 175,812 thousand
[represents QPIC: KD 74,646 thousand, GIG: KD 55,193 thousand, ATC: KD 40,117 thousand and KHC: KD
5,856 thousand]. In accordance with IAS 36, 'Impairment of Assets', the Group’s recoverable amount of these
associates (Which represents the higher of fair value less costs to sell, and value in use) was in excess of their
carrying values and accordingly no impairment was recognized against these investments during the year ended 31
December 2017 (2016:Nil). The Group also assessed the recoverable amount of its unquoted investment in
associates and recorded impairment loss of Nil (2016: KD 500 thousand).
Summarized financial information of associates that are individually material to the Group before inter-company
eliminations is as follows:
QPIC
KD 000’s

GIG
KD 000’s

ATC *
KD 000’s

128,470
501,121
60,023
78,831
───────
490,737
356,873
═══════
31%
110,631
═══════

255,239
238,858
214,452
174,115
───────
105,530
84,550
═══════
46%
38,893
═══════

193,801
32,229
150,249
24,134
───────
51,647
51,647
═══════
29%
14,978
═══════

207,519
═══════
52,586
═══════
10,720
═══════
3,570
═══════
5,349
═══════

148,463
═══════
10,988
═══════
4,735
═══════
3,295
═══════
7,974
═══════

143,390
═══════
7,368
═══════
2,141
═══════
654
═══════
33,265
═══════

QPIC
KD 000’s

GIG
KD 000’s

ATC *
KD 000’s

87,100
461,266
31,676
83,850
───────
432,840
321,161
═══════
31%

215,750
160,129
152,322
121,787
───────
101,770
82,314
═══════
46%

134,452
33,523
90,421
30,697
───────
46,857
46,857
═══════
29%

1,841
345,574
11,277
110,490
───────
225,648
190,208
═══════
31%

99,560
═══════

37,864
═══════

13,589
═══════

58,964
═══════

183,190
═══════
44,808
═══════
9,343
═══════
3,245
═══════

124,505
═══════
14,409
═══════
5,521
═══════
3,295
═══════

99,493
═══════
6,003
═══════
1,745
═══════
654
═══════

59,881
═══════
54,576
═══════
15,207
═══════
═══════

1,810
═══════

7,840
═══════

25,569
═══════

1,518
═══════

31 December 2017
Associates’ statement of financial position:
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Equity
Equity attributable to shareholders of associates
Group’s ownership interest
Proportion of equity attributable to Group’s ownership interest **
Associates’ revenue and results:
Income
Profit for the year
Group’s share of the profit for the year
Dividends received during the year
Group’s share of contingent liabilities and commitments

31 December 2016
Associates’ statement of financial position:
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Equity
Equity attributable to shareholders of associates
Group’s ownership interest
Proportion of equity attributable to Group’s
ownership interest **
Associates’ revenue and results:
Income
Profit for the year
Group’s share of the profit for the year
Dividends received during the year
Group’s share of contingent liabilities and
commitments
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INVESTMENT IN ASSOCIATES (continued)

*Income, profit, and balance sheet items are based on 12 months ending 30 September 2017 and 30 September 2016.
** Difference between carrying value and proportion of equity attributable to Group’s ownership interest materially
represents goodwill.
*** This entity was sold during the year.
Summarized financial information of all the individually immaterial associates before inter-company eliminations
is as follows:
2016
2017
KD 000’s
KD 000’s
Associates’ statement of financial position:
Total assets
359,386
320,451
Total liabilities
160,797
130,007
Equity

───────

═══════

═══════

190,444

Associates’ revenue and results:
Income

86,584

(Loss) profit for the year

9

───────

198,589

88,368

═══════

═══════

═══════

═══════

(16,801)

1,163

INVESTMENT IN A MEDIA JOINT VENTURE

The Group owns 60.50% (2016: 60.50%) equity interest in Panther Media Group Limited (“PMGL”) known as
“OSN”, a jointly controlled entity incorporated in Dubai and registered in the Dubai International Financial Center,
engaged in providing satellite encrypted pay television services across the Middle East and North Africa region.
The Group’s interest in PMGL is accounted for using the equity method. Summarized financial information of
PMGL before inter-company eliminations is as follows:
2017
KD 000’s

Joint venture’s statement of financial position:
Current assets
Non-current assets
Current liabilities
Non-current liabilities

81,750
428,292
(119,906)
(70,310)
──────
319,826
══════
183,530
══════

Equity attributable to the holders of the Parent Company
Group’s carrying value

46

2016
KD 000’s

84,838
434,109
(113,031)
(44,125)
──────
361,791
══════
149,647
══════
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INVESTMENT IN A MEDIA JOINT VENTURE (continued)
2017
KD 000’s

Joint ventures’ revenue and results:
Income
Expenses

178,490
(231,578)
──────
(53,088)
══════
(53,024)
══════
(30,179)
══════
(30,136)
══════

Loss for the year
Total comprehensive loss for the year
Group’s share of the loss for the year
Group’s share of total comprehensive loss for the year

2016
KD 000’s
204,260
(214,999)
──────
(10,739)
══════
(11,019)
══════
(6,489)
══════
(6,658)
══════

The Group’s share in the joint venture’s contingent liabilities and capital commitments as at 31 December 2017
amount to KD 7,392 thousand (2016: KD 8,386 thousand) and KD 376,488 thousand (2016: KD 385,022 thousand)
respectively.
The Group’s share in the joint venture’s operating lease commitments as lessee amount to KD 41,399 thousand
(2016: KD 23,567 thousand). Also, the Group’s share in the joint venture’s future aggregate minimum lease receipts
under non-cancellable operating leases as lessor of transmission facilities amount to KD152 thousand (2016: KD
89 thousand).
Transactions related to interest in PMGL are disclosed in Note 24.
10

INVESTMENT PROPERTIES

Land for development
Projects under construction
Developed properties

2017
KD 000’s

2016
KD 000’s

76,707
97,661
348,578

72,098
11,116
345,700

───────

───────

═══════

═══════

522,946

428,914

The movement in investment properties during the year was as follows:
2017
KD 000’s
As at 1 January
Additions
Disposals
Change in fair value (note 19)
De-recognition of a subsidiary
Exchange adjustments

428,914
88,504
(1,482)
9,554
(2,544)

As at 31 December

2016
KD 000’s
423,496
11,378
4,527
(9,816)
(671)

────────

────────

════════

════════

522,946

428,914

Valuation of lands for development, projects under construction and developed properties were conducted as at 31
December 2017 by independent appraisers with a recognised and relevant professional qualification and recent
experience of the location and category of investment property being valued. The discounted future cash flow
method or property market value method have been used as deemed appropriate considering the nature and usage
of the property.
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INVESTMENT PROPERTIES (continued)

Profit related to investment properties carried at fair value is as follows:

Rental income
Direct operating expenses
Profit arising from investment properties carried at fair value

2017
KD 000’s

2016
KD 000’s

28,450
(6,895)

27,040
(5,915)

────────

────────

════════

════════

21,555

21,125

Included under investment properties are buildings constructed on land leased from the Government of Kuwait
amounting to KD 100,633 thousand (2016: KD 96,513 thousand). The lease periods for the plots of land leased
from the Government of Kuwait and others range from 1 to 50 years.
Fair value hierarchy
The fair value measurement of investment properties has been categorised as level 3 fair value based on inputs to
the valuation technique used.
The following main inputs have been used for valuations as at the reporting date:
Investment properties
Office properties
Retail properties
2016
2016
2017
2017
%
%
%
%
Average net initial yield
Reversionary yield
Inflation rate
Long-term vacancy rate
Long-term growth in real rental rates

10
11
3
10
3

10
11
3
10
3

10
11
3
10
3

9
11
3
10
3

Sensitivity analysis
The table below presents the sensitivity of the valuation to changes in the most significant assumptions underlying
the valuation of investment properties.

Significant unobservable inputs

Sensitivity

2017
Impact on fair
value
KD 000’s

2016
Impact on fair
value
KD 000’s

Average net initial yield

+ 1%

+31,069
-30,120

+32,156
-30,747

Reversionary yield

+ 1%

+24,996
-22,309

+26,453
-23,566

+ 25 basis points

+5,041
-6,041

+5,799
-7,021

Long-term vacancy rate

+ 1%

-3,932
+4,417

-4,725
+4,960

Long-term growth in real rental rates

+ 1%

+7,866
-7,875

+8,885
-8,551

Inflation rate

48
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INTANGIBLE ASSETS

Gross carrying amount:
As at 1 January 2017
Acquisition of subsidiary (note 25)
Additions
Exchange adjustment
As at 31 December 2017
Accumulated amortisation:
As at 1 January 2017
Charge for the year
As at 31 December 2017
Net carrying amount:
As at 31 December 2017

Gross carrying amount:
As at 1 January 2016
Exchange adjustment
Additions
Disposal
As at 31 December 2016
Accumulated amortisation:
As at 1 January 2016
Charge for the year
As at 31 December 2016
Net carrying amount:
As at 31 December 2016

Goodwill
KD 000’s

Other
intangibles
KD 000’s

Total
KD 000’s

163,702
23,544
(1,278)
──────
185,968
══════

225,441
3,883
1,568
(663)
──────
230,229
══════

389,143
27,427
1,568
(1,941)
──────
416,197
══════

──────
══════

(79,991)
(7,043)
──────
(87,034)
══════

(79,991)
(7,043)
──────
(87,034)
══════

185,968
══════

143,195
══════

329,163
══════

Goodwill
KD 000’s

Other
intangibles
KD 000’s

Total
KD 000’s

170,386
(915)
(5,769)
──────
163,702
══════

224,387
346
752
(44)
──────
225,441
══════

394,773
(569)
752
(5,813)
──────
389,143
══════

──────
══════

(70,283)
(9,708)
──────
(79,991)
══════

(70,283)
(9,708)
──────
(79,991)
══════

163,702
══════

145,450
══════

309,152
══════

Goodwill and intangible assets with indefinite life
The carrying value of goodwill and intangible assets with indefinite life are tested for impairment on an annual
basis (or more frequently if evidence exists that goodwill and intangible assets with indefinite life might be
impaired) by estimating the recoverable amount of the cash-generating unit ("CGU") to which these items are
allocated using value-in-use calculations unless fair value based on active market price is higher than the carrying
value of the CGU. The carrying amount of goodwill and intangible assets with indefinite life allocated to each cashgenerating unit is disclosed under segment information (note 29). The recoverable amount of each segment unit has
been determined based on a value in use calculation, using cash flow projections approved by senior management
covering a five-year period. The discount rates used range from 9.7% to 20% (2016: from 10.5% to 15%) applied
to cash flow projections over a five year period. Cash flows beyond the five year period are extrapolated using a
projected growth rate in a range of 3% to 5% (2016: from 3% to 5%).
The calculation of value in use for each segment unit is sensitive to the following assumptions:
• Interest margins;
• Discount rates;
• Market share assumptions
• Projected growth rates used to extrapolate cash flows beyond the budget period; and
• Inflation rates.
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INTANGIBLE ASSETS (continued)

Interest margins:
Interest margins are based on average values achieved in the three years preceding the start of the budget period.
These are increased over the budget period for anticipated market conditions.
Discount rates:
Discount rates reflect management’s estimate of return on capital employed (ROCE) required in each business.
This is the benchmark used by management to assess operating performance and to evaluate future investment
proposals. Discount rates are calculated by using the Weighted Average Cost of Capital (WACC).
Market share assumptions:
These assumptions are important because, as well as using industry data for growth rates, management assess how
the unit’s relative position to its competitors might change over the budget period.
Projected growth rates:
Assumptions are based on published industry research.
Inflation rates:
Estimates are obtained from published indices for countries where the Group operates.
Sensitivity to changes in assumptions
Management has determined that the potential effect of using reasonably possible alternatives as inputs to the
valuation model does not materially affect the amount of goodwill using less favourable assumptions.
The net carrying amount and remaining useful life of intangible assets is as follows:
Remaining
useful life as at
31 December
2017
Intangibles with indefinite life:
License and brand name

Indefinite

Intangibles with definite life:
Licenses
Customer contracts,core deposits and student relationships

2 to 20.5 years
Up to 5 years

2017
KD 000’s

2016
KD 000’s

95,956

95,956

31,977
15,262
──────
143,195
══════

34,633
14,861
──────
145,450
══════

12 MATERIAL PARTLY-OWNED SUBSIDIARIES
The Group has concluded that Burgan, URC and JKB (2016: Burgan, URC and JKB) are the only subsidiaries with
non-controlling interests that are material to the Group. Financial information of subsidiaries that have material
non-controlling interests are provided below:
Accumulated balances of material non-controlling interests:

Burgan
URC
JKB

2017
KD 000’s
340,152
66,620
101,241

Profit allocated to material non-controlling interests:

Burgan
URC
JKB

2017
KD 000’s
35,326
(81)
2,811

50

2016
KD 000’s
308,324
66,374
114,733
2016
KD 000’s
32,156
3,993
5,617
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12 MATERIAL PARTLY-OWNED SUBSIDIARIES (continued)
The summarised financial information of these subsidiaries is provided below. This information is based on
amounts before inter-company eliminations.
Summarised income statement for the year ended 31 December:

Income
Expenses
Income tax
Profit for the year
Total comprehensive
income/(loss)
Attributable to non controlling
interests
Dividends paid to non controlling
interests

Burgan
KD 000’s

2017
URC
KD 000’s

JKB
KD 000’s

Burgan
KD 000’s

2016
URC
KD 000’s

JKB
KD 000’s

412,674
(332,837)
(10,767)
──────
69,070
══════

92,812
(89,751)
(1,582)
──────
1,479
══════

70,870
(52,568)
(6,168)
──────
12,134
══════

397,337
(321,225)
(9,367)
──────
66,745
══════

82,751
(68,832)
(3,504)
──────
10,415
══════

68,415
(49,615)
(5,830)
──────
12,970
══════

37,694
══════

(2,035)
══════

12,390
══════

56,780
══════

(7,192)
══════

13,538
══════

2,237

(1,687)

-

(3,979)

943

89

6,032

1,476

4,154

13,086

1,503

4,330

Summarised statement of financial position as at 31 December:

Total assets
Total liabilities
Equity
Attributable to:
Equity holders of material
subsidiaries
Perpetual capital securities

Burgan
KD 000’s

2017
URC
KD 000’s

JKB
KD 000’s

Burgan
KD 000’s

2016
URC
KD 000’s

7,415,212
6,547,552

602,431
371,296

1,205,759
1,006,236

7,268,876
6,423,320

571,710
333,168

231,135

199,523

845,556

──────

──────

══════

══════

672,412
144,025

186,727
-

867,660

──────

JKB
KD 000’s
1,184,413
983,332

──────

──────

══════

══════

══════

══════

199,523
-

650,107
144,025

192,446
-

198,711
-

238,542

──────

201,081

Summarised cash flow information for year ended 31 December:

Operating
Investing
Financing
Net increase (decrease) in cash
and cash equivalents
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Burgan
KD 000’s
281,394
(94,563)
(131,090)
──────

2017
URC
KD 000’s
3,887
(13,744)
7,107
──────

JKB
KD 000’s
11,077
33,874
9,299
──────

Burgan
KD 000’s
(182,225)
26,441
172,444
──────

2016
URC
KD 000’s
13,475
(14,259)
5,575
──────

JKB
KD 000’s
(90,701)
12,161
(4,349)
──────

55,741
══════

(2,750)
══════

54,250
══════

16,660
══════

4,791
══════

(82,889)
══════
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LOANS PAYABLE
2017
KD 000’s

By the Parent Company:
Loans with maturity above 1 year
Loans with maturity within 1 year

42,053

─────────

─────────

─────────

522,675
7,182
340,645
49,331

558,697
1,710
274,568
51,580

─────────

─────────

─────────

─────────

─────────

═════════

═════════

2017
KD 000’s

2016
KD 000’s

(479,801)
482,085

14

35,000

─────────

919,833

Less: inter-group borrowings

35,000
-

─────────

42,053

By subsidiaries:
Loans with maturity within 1 year
Islamic financing payables with maturity within 1 year
Loans with maturity above 1 year
Islamic financing payables with maturity above 1 year

2016
KD 000’s

886,555

(466,635)
454,920

BONDS

Issued by the Parent Company:
Fixed interest of 5.25% per annum and maturing on 28 December 2024

35,568

-

Floating interest of 2.25% per annum above the CBK discount rate and maturing
on 28 December 2024

63,232

-

Issued by subsidiaries:
Fixed interest of 5.65% per annum and maturing on 27 December 2022

35,210

35,167

Floating interest of 3.90% per annum above the CBK discount rate (capped at
6.65% per annum) and maturing on 27 December 2022

37,199

37,154

Fixed interest of 5.75% per annum and maturing on 24 June 2018

36,450

36,450

Floating interest of 3.25% per annum above the CBK discount rate and maturing
on 24 June 2018

23,550

23,550

Fixed interest of 6% per annum and maturing on 9 March 2026

29,805

29,769

Floating interest of 3.95% per annum above the CBK discount rate (capped at
7% per annum) and maturing on 9 March 2026

69,215

────────

────────

────────

════════

════════

330,229
(9,000)

Less: inter-group eliminations

321,229
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69,131

────────

231,221
(9,000)
222,221
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MEDIUM TERM NOTES

Euro medium term notes (EMTN) issued by the Parent Company through a
SPE:
Fixed rate notes amounting to US$ 500 million having a term of 10 years
maturing on 23 February 2027 and carrying a coupon interest rate of 4.5% per
annum payable on a semi annual basis. The notes are listed on the London
Stock Exchange.*

2017
KD 000’s

146,840

2016
KD 000’s

-

Fixed rate notes amounting to US$ 500 million having a term of 10 years
maturing on 15 July 2020 and carrying a coupon interest rate of 9.375%
payable on a semi annual basis. The notes are listed on the London Stock
Exchange.

150,189

152,098

Fixed rate notes amounting to US$ 233 million (originally US$ 500 million)
having a term of 5 years maturing on 5 February 2019 and carrying a coupon
interest rate of 4.8% payable on a semi annual basis. The notes are listed on
the London Stock Exchange.*

70,172

152,881

Fixed rate notes amounting to US$ 500 million having a term of 7 years
maturing on 15 March 2023 and carrying a coupon interest rate of 5% per
annum payable on a semi annual basis. The notes are listed on the London
Stock Exchange.

150,875

153,025

Issued by subsidiaries through SPEs:
Fixed rate notes amounting to US$ 500 million having a term of 5 years
maturing on 14 September 2021 and carrying a coupon interest rate of 3.125%.
The notes are listed on the Irish Stock Exchange.

149,842

─────────

─────────

─────────

═════════

═════════

667,918
(7,537)

Less: inter-group eliminations

151,709

─────────

660,381

609,713
(5,185)
604,528

*During the year, the Parent Company issued a new fixed rate notes of US$ 500 million having a term of 10 years
maturing on 23 February 2027 and carrying a coupon interest rate of 4.5% per annum payable on a semi annual
basis. The new notes refinanced a portion of existing fixed rate notes amounting to USD 267 million maturing in
2019 at 4.8% per annum at a price of 105.25% of par value. The redemption premium paid in respect of the previous
notes will be amortised over the residual term of the new notes issued.
16

OTHER LIABILITIES

Accounts payable
Accrued interest and expenses
Taxation payable
Others

2017
KD 000’s

2016
KD 000’s

272,023
129,300
15,538
87,956

118,403
123,534
18,239
94,998

─────────

─────────

═════════

═════════

504,817
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SHARE CAPITAL, SHARE PREMIUM, TREASURY SHARES, RESERVES, APPROPRIATIONS
AND PERPETUAL CAPITAL SECURITIES

a)

Share capital
2017
KD 000’s

Authorised share capital (shares of 100 fils each)
Issued and fully paid up capital (shares of 100 fils each) *

2016
KD 000’s

200,000

200,000

═════════

═════════

═════════

═════════

147,357

147,357

* This comprises 1,049,620,700 shares (31 December 2016: 1,049,620,700 shares) which are fully paid up in cash,
whereas 423,952,003 shares (31 December 2016: 423,952,003 shares) were issued as bonus shares.
b)
Share premium
The share premium is not available for distribution.
c)

Treasury shares
2017

Number of treasury shares
Percentage of capital
Market value – KD 000’s

131,027,237
8.89%
43,894

2016
130,788,222
8.88%
65,394

Reserves equivalent to the cost of the treasury shares held are not available for distribution.
d)
Statutory reserve
In accordance with the Companies Law and the Parent Company’s Articles of Association, 10% of the profit for
the year attributable to equity holders of the Parent Company before contribution to KFAS, NLST, Zakat and Board
of Directors’ remuneration is required to be transferred to the statutory reserve. The Parent Company may resolve
to discontinue such annual transfers, when the reserve exceeds 50% of share capital. The statutory reserve is not
available for distribution except in certain circumstances stipulated by Law and the Parent Company's Articles of
Association. The reserve may only be used to offset losses or enable the payment of a dividend up to 5% of paidup share capital in years when profit is not sufficient for the payment of such dividend due to absence of
distributable reserves. Any amounts deducted from the reserve shall be refunded when the profits in the following
years suffice, unless such reserve exceeds 50% of the issued share capital.
Since the statutory reserve exceeds 50% of the Parent company’s issued capital, the Board of Directors of the Parent
Company resolved to discontinue the transfer to statutory reserve, which was approved by the General Assembly
of the Company held on 5 April 2017.
e)
Voluntary reserve
In accordance with the Parent Company’s Articles of Association, 10% of profit for the year attributable to equity
holders of the Parent Company before contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration
is required to be transferred to the voluntary reserve. Such annual transfers may be discontinued by a resolution of
the shareholders’ Annual General Assembly upon a recommendation by the Board of Directors. There is no
restriction on distribution of this reserve. As per the decision of the Board of Directors meeting held on 07 March
2017, the Board recommended to Shareholders’ General Assembly to discontinue the transfer to voluntary reserve,
which was approved by the General Assembly of the Company held on 5 April 2017.
f)
Dividend
The Board of Directors has recommended the distribution of cash dividend of 10 fils per share (2016: 25 fils per
share) on outstanding shares (excluding treasury shares) and a stock dividend (bonus shares) of 5% (2016 : Nil) in
respect of the year ended 31 December 2017. Subject to being approved by the shareholders’ Annual General
Assembly, the dividend shall be payable to the shareholders after obtaining necessary regulatory approvals registered
in the Parent Company’s records as of the record date. Dividends for 2016 were approved at the Annual General
Assembly of the shareholders held on 5 April 2017.
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SHARE CAPITAL, SHARE PREMIUM, TREASURY SHARES, RESERVES, APPROPRIATIONS
AND PERPETUAL CAPITAL SECURITIES (continued)

g)

Perpetual capital securities issued by a subsidiary of the Group

On 30 September 2014, one of the subsidiaries of the Group - Burgan Bank S.A.K. (“BB”) issued perpetual capital
securities (the securities) through Burgan Tier 1 Financing Limited (a newly incorporated special purpose company
with limited liability in the Dubai International Financial Centre), amounting to USD 500,000 thousand (equivalent
to KD 144,025 thousand). (2016: USD 500,000 thousand equivalent to KD 144,025 thousand). Securities are
unconditionally and irrevocably guaranteed by BB and constitute direct, unconditional, subordinated and unsecured
obligations and are classified as equity in accordance with IAS 32: Financial Instruments – Classification. The
securities have no maturity date. They are redeemable by the subsidiary of the Group at its discretion after 30
September 2019 (the “first call date”) or on any interest payment date thereafter subject to the prior consent of the
regulatory authority.
The securities bear interest on their nominal amount from the issue date to the first call date at a fixed annual rate
of 7.25% per annum. Thereafter the interest rate will be reset at five year intervals. Interest is payable semi-annually
in arrears and treated as a deduction from equity and non-controlling interest. The semi-annual interest payments
were paid during the year.
BB at its sole discretion may elect not to distribute interest as stipulated and this is not considered an event of
default.
On 28 March 2016, one of the subsidiaries of the Group, United Gulf Bank B.S.C. (“UGB”) issued perpetual capital
securities amounting to USD 33,000 thousand (equivalent to KD 9,961 thousand). Certain other subsidiaries of the
Group subscribed to these securities amounting to USD 25,000 thousand (equivalent to KD 7,546 thousand) which
were eliminated on consolidation.
18

EMPLOYEE STOCK OPTION PLAN RESERVE

During the year, the Parent Company granted equity-settled stock options to eligible employees. These shares vest
over a period of three years from the grant date. The vesting of the stock options is dependent on eligible employees
remaining in service till the end of the vesting period. The fair value of stock options granted is amortised over the
vesting period.
The following table illustrates the number, weighted average exercise prices and the movement in the stock options
during the year:
2016
2017
Weighted
Weighted
Number of
average exercise
Number of average exercise
price
shares
shares
price
KD
KD
Outstanding at 1 January
Granted during the year
Exercised during the year
Expired / forfeited during the year
Outstanding at 31 December
Stock options exercisable as at 31
December

19,341,144
5,200,313
(502,999)
(325,142)

0.378
0.475
0.362
0.530

19,169,779
4,585,393
(4,316,677)
(97,351)

0.331
0.551
0.358
0.263

──────────

──────────

──────────

──────────

══════════

══════════

══════════

══════════

23,713,316

14,073,805

══════════

0.397

19,341,144

0.378

10,546,074

══════════

The Parent Company recognized an expense of KD 822 thousand (2016: KD 972 thousand) relating to equitysettled share-based payment transactions during the year.
The weighted average remaining contractual life of the stock options outstanding as at 31 December 2017 is 1.77
years (2016: 1.73 years). The weighted average fair value of stock options granted during the year was KD 247
thousand (2016: KD 286 thousand). The range of exercise prices for options outstanding at the end of the year was
KD 0.665 to KD 0.475 (2016: KD 0.527 to KD 0.665).
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EMPLOYEE STOCK OPTION PLAN RESERVE (continued)

The following table lists the inputs to the Black-Scholes option pricing model for the stock options granted during
2017 and 2016:
2017
Dividend yield (%)
Expected volatility (%)
Risk free interest rate (%)
Expected life of option (years)
Stock price on the date of grant (fils)
Weighted average exercise price of stock options granted (fils)

5.0
18.6
2.5
3
500
475

2016
4.3
20.1
2.3
3
580
551

The expected volatility reflects the assumption that the historical volatility over a period similar to the life of the
stock options is indicative of future trends, which may not necessarily be the actual outcome.
19

INVESTMENT INCOME
2017
KD 000’s

Financial assets at fair value through profit or loss
Financial assets held for trading
Gain on sale
Unrealised gain

2,144
208

────────

────────

────────

(1,883)
7,870

2,335

1,082
11,788

────────

────────

────────

────────

5,987

Other investment income
Change in fair value of investment properties (note 10)
Gain on sale of financial assets available for sale
Dividend income
Gain on sale of investment in associates
Gain on sale of subsidiaries *
Gain on partial sale of investment in a media joint venture (note 24)
Gain on revaluation of previously held interest (note 25)
Loss on sale of investment properties
Net loss on deemed disposal /acquisition of investment in associates

735
1,600

────────

2,352

Financial assets designated at fair value through profit or loss
(Loss) gain on sale
Unrealised gain

2016
KD 000’s

9,554
5,213
4,484
739
38,517
4,280
(99)
(128)

12,870
4,527
412
5,984
75
1,804
-

────────

────────

────────

────────

════════

════════

62,560
70,899

12,802
28,007

* During the prior year, the subsidiaries of the Group: North Africa Holding and United Networks Company
disposed of their respective subsidiaries “EMIC United Pharmaceutical S.A.E and Gulfnet Communications
Company W.L.L“ for a total consideration of KD 6,633 thousand and KD 9,000 thousand ,respectively. As a result,
the Group recognized a gain of KD 1,804 thousand in the consolidated income statement.
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FEES AND COMMISSION INCOME
2017
KD 000’s

Fee from fiduciary activities
Credit related fee and commission
Advisory fee
Other fee

4,663
37,146
2,988
8,198

2,999
37,973
8,154
6,964

─────────

─────────

═════════

═════════

52,995

21

2016
KD 000’s

56,090

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses include staff cost for the year ended 31 December 2017 amounting to KD
94,466 thousand (2016: KD 95,171 thousand).
22

TAXATION
2017
KD 000’s

Zakat
Taxation arising from overseas subsidiaries

15,604

65
18,174

─────────

─────────

═════════

═════════

15,604

Components of taxation arising from overseas subsidiaries are as follows:

Current tax
Deferred tax

2016
KD 000’s

2017
KD 000’s
15,546
58

18,239

2016
KD 000’s
16,322
1,852

─────────

─────────

═════════

═════════

15,604

18,174

The tax rate applicable to the taxable subsidiary companies is in the range of 10% to 25% (2016: 10% to 35%)
whereas the effective income tax rate for the year ended 31 December 2017 is in the range of 10% to 40% (2016:
10% to 30%). For the purpose of determining the taxable results for the year, the accounting profit of the overseas
subsidiary companies were adjusted for tax purposes. Adjustments for tax purposes include items relating to both
income and expense. The adjustments are based on the current understanding of the existing laws, regulations and
practices of each overseas subsidiary companies jurisdiction.
Deferred tax assets / liabilities are included as part of other assets / liabilities in the consolidated financial
statements.
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EARNINGS PER SHARE

Basic:
Basic earnings per share is computed by dividing the profit for the year attributable to equity holders of the Parent
Company after interest payment on perpetual capital securities by the weighted average number of shares
outstanding during the year, as follows:

Basic earnings:
Profit for the year attributable to the equity holders of the Parent Company
Less: interest payment on perpetual capital securities attributable to the equity
holders of the Parent Company
Profit for the year attributable to the equity holders of the Parent Company after
interest payment on perpetual capital securities

2017
KD 000’s
23,572
(7,321)
────────────

16,251

2016
KD 000’s
45,537
(7,212)
────────────

38,325

════════════

════════════

Number of shares outstanding:
Weighted average number of paid up shares
Weighted average number of treasury shares

1,473,572,703
(128,584,094)

1,473,572,703
(134,545,644)

Weighted average number of outstanding shares

1,344,988,609

Shares

Basic earnings per share

Shares

────────────

────────────

════════════

════════════

Fils

Fils

12.08

════════════

1,339,027,059

28.62

════════════

Diluted:
Diluted earnings per share is calculated by dividing the profit for the year attributable to the equity holders of the
Parent Company after interest payment on perpetual capital securities adjusted for the effect of decrease in profit
due to exercise of potential ordinary shares of subsidiaries by the weighted average number of ordinary shares
outstanding during the year plus the weighted average number of ordinary shares that would be issued on the
conversion of all employees stock options. The Parent Company has outstanding share options, issued under the
Employee Stock Options Plan (ESOP), which have a dilutive effect on earnings.

Diluted earnings:
Profit for the year attributable to equity holders of the Parent Company
Less: interest payment on perpetual capital securities attributable to the equity
holders of the Parent Company
Profit for the year attributable to the equity holders of the Parent Company
after interest payment on perpetual capital securities

Number of shares outstanding:
Weighted average number of outstanding shares

2017
KD 000’s

2016
KD 000’s

23,572

45,537

(7,321)

──────────

16,251

38,325

══════════

══════════

Shares

Shares

1,344,988,609

1,339,027,059

══════════

══════════

══════════

══════════

Fils
12.08

Diluted earnings per share

(7,212)

──────────

Fils
28.62

The effect of stock options on issue has not been considered in the computation of diluted earnings per share as the
result is anti-dilutive.
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RELATED PARTY TRANSACTIONS

These represent transactions with related parties, i.e. major shareholder, associates, directors and key management
personnel of the Group, and entities controlled, jointly controlled or significantly influenced by such parties. Pricing
policies and terms of these transactions are approved by the Group’s management. Related party balances and
transactions consist of the following:
Associates
and joint
Major
ventures
Others
shareholder
Total
KD 000’s
KD 000’s
KD 000’s
2017
KD 000’s
Consolidated statement of financial position:
Cash in hand and at banks
769
769
Loans and advances *
181,309
306,866
488,175
Other assets
3,441
1,162
40,734
45,337
Due to banks and other financial institutions *
15,475
36,288
51,763
Deposit from customers *
44,987
16,735
15,091
76,813
Medium term notes
3,018
3,018
Other liabilities
479
9,666
107,355
117,500
Perpetual capital securities
1,509
906
2,415
Transactions:
Interest income
Fees and commission income
Gain on partial sale of investment in a media joint
venture **
Interest expense
Commitments and guarantees:
Letter of credit
Guarantees

2016
Consolidated statement of financial position:
Loans and advances *
Other assets
Due to banks and other financial institutions *
Deposit from customers *
Other liabilities
Perpetual capital securities

3,457
89

9,255
2,838

6,449
1,636

19,161
4,563

38,517
2,087

501

368

38,517
2,956

25

29,960

667
2,209

667
32,194

Associates
and joint
ventures
KD 000’s

Others
KD 000’s

Total
KD 000’s

1,831
66,209
483
-

188,923
7,201
30,218
22,303
2
1,509

262,204
919
15,559
9,070
173
906

451,127
9,951
45,777
97,582
658
2,415

3,419
92
1,731

7,903
6,965
434

6,091
5,047
1,757
213

17,413
5,047
8,814
2,378

25

9
29,218

988
2,502

997
31,745

Major
shareholder
KD 000’s

Transactions:
Interest income
Other income
Fees and commission income
Interest expense
Commitments and guarantees:
Letter of credit
Guarantees

* Related party balances pertain to operations of banking subsidiaries.
** In June 2017, the Group disposed its 8% beneficial interest in PMGL for total consideration of KD 60,710
thousand to its major shareholder and recognized a gain of KD 38,517 thousand in the consolidated income
statement (Note 9)
In October 2017, the Group purchased 8% beneficial interest in PMGL from its major shareholder for a total
consideration of KD 60,430 thousand (Note 9).
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RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel in the Group
Remuneration paid or accrued in relation to key management (deemed for this purpose to comprise Directors in
relation to their committee service, the Chief Executive Officer and other Senior Officers) was as follows:
2017
KD 000’s
Short-term employee benefits
Termination benefits
Share based payment

14,720
1,192
1,650

Total

2016
KD 000’s
14,834
1,268
1,550

────────

────────

════════

════════

17,562

17,652

The Board of Directors of the Parent Company has proposed Directors' fees of KD 220 thousand. These are subject
to the approval of the shareholders' general assembly.
25

BUSINESS COMBINATION

On 24 December 2017, the Group through one of its subsidiaries acquired 20.33% equity interest in United
Education Company ("UEC') which was previously held as investment in associate with an equity holding of
43.56%. The Group’s effective ownership increased to 63.89% and it determined that it has control over UEC.
UEC is incorporated in the State of Kuwait. Its principal activities include providing and managing educational
services.
The acquisition have been accounted for in accordance with IFRS 3: Business combination (“IFRS 3”). As the
business combination for UEC was achieved in stages, the Group re-measured its previously held equity interest in
UEC at the acquisition date and recognized a gain of KD 4,280 thousand as part of “Investment income”
The consideration paid and the provisional values of assets acquired and liabilities assumed, as well as the non
controlling interest at the proportionate share of the acquiree’s identifiable net assets, are summarized as follows:
KD 000’s

Assets
Cash in hand and at banks
Term deposit
Accounts receivable and other assets
Property and equipment
Financial assets available for sale
Intangible assets *

5,384
6,162
10,793
49,824
69
3,883

─────────

76,115

─────────

Liabilities
Term loan
Accounts payable and other liabilities

37,000
13,191

─────────

50,191
3,707

Non controlling interest in acquiree

─────────

Net assets acquired

22,217

Consideration paid in cash
Consideration payable
Non controlling interest in acquiree
Fair value of Group's previously held equity interest **

─────────

1,017
9,150
8,023
27,571

─────────

45,761

─────────

Provisional Goodwill

23,544

═══════

Consideration paid
Cash and cash equivalents in subsidiary acquired

(1,017)
11,546

─────────

Cash inflow on acquisition

10,529

═══════
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BUSINESS COMBINATION (continued)

* Intangible assets of UEC represent student relationship, franchise rights and lease agreements which has been
assigned a provisional value. The Group is in the process of identification of other intangible assets and these are
subject to change on the completion of Purchase Price Allocation (“PPA”) exercise.
**Fair valuation for UEC is based on an exercise performed by a valuation expert.
The provisional goodwill of KD 23,544 thousand on acquisition of UEC comprises the value of expected synergies
arising from the acquisition. None of the goodwill recognised is expected to be deductible for income tax purposes.
All non controlling interest is measured at their proportionate share in the acquiree’s identifiable net assets.
The consolidated income statement of the Group for the year ended 31 December 2017 does not include results
from UEC since they were acquired only on 24 December 2017 and the results for the period from the date of
acquisition up to 31 December 2017 are not material to the Group.
Acquisition-related costs are charged to the consolidated income statement of the Group.
Had the business combinations taken place at the beginning of the year, revenue of the Group and profit attributable
to equity holders of the Parent Company, would have been higher by KD 27,898 thousand and KD 286 thousand,
respectively.
26

HEDGE OF NET INVESTMENT IN FOREIGN OPERATIONS

The Group designated its investments in foreign operations (i.e. investment in PMGL, UGB, Taka’ud Savings &
Pensions Company B.S.C. and Pulsar Knowledge Centre) and EMTN as a hedge of a net investment in foreign
operations. EMTN is being used to hedge the Group’s exposure to the US$ foreign exchange risk on these
investment. During the year, gains or losses amounting to KD 4,342 thousand on the retranslation of this borrowing
are transferred to consolidated statement of other comprehensive income to offset any gains or losses on translation
of the net investments in the foreign operations. No ineffectiveness from hedges of net investments in foreign
operations was recognised in profit or loss during the year.
Burgan Bank has entered into a forward foreign exchange contracts between Turkish lira (TRY) and United States
Dollar (USD), rolled over on a monthly basis, which has been designated as a hedge of the Bank’s net investment
in it’s Turkish subsidiary. This transaction has created a net long position in USD. Gain or losses on the retranslation
of the aforesaid contracts are transferred to equity to offset any gains or losses on translation of the net investments
in the Turkish subsidiary. No ineffectiveness from hedges of net investments in foreign operations was recognised
in profit or loss during the year.
27

COMMITMENTS AND CONTINGENCIES

Credit related commitments and contingencies
Credit related commitments and contingencies include commitments to extend credit, standby letters of credit,
guarantees and acceptances which are designed to meet the requirements of subsidiaries customers.
Letters of credit, guarantees (including standby letters of credit) commit the subsidiaries to make payments on
behalf of customers in the event of a specific act, generally related to the import or export of goods. Guarantees and
standby letters of credit carry the same credit risk as loans.
Commitments to extend credit represent contractual commitments to make loans and revolving credits.
Commitments and contingencies generally have fixed expiration dates, or other termination clauses. Since
commitments and contingencies may expire without being drawn upon, the total contract amounts do not
necessarily represent future cash requirements.
Investment related commitments
Investment related commitments represent commitments for capital calls of fund structures. These commitments
can be called during the investment period of the fund which normally is 1 to 5 years.
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COMMITMENTS AND CONTINGENCIES (continued)

Investment related commitments (continued)
The Group has the following commitments and contingencies:
Credit related commitments and contingencies
Letters of credit
Guarantees

2017
KD 000’s

2016
KD 000’s

330,985
985,837

260,209
1,033,617

──────────

──────────

──────────

──────────

══════════

══════════

1,316,822
808,803
145,418

Undrawn lines of credit
Investment related commitments

2,271,043

1,293,826
744,328
105,660
2,143,814

Operating lease – Group as a lessor
The Group has entered into commercial leases for certain investment properties in the normal course of business.
Future minimum rentals receivable under non-cancellable operating leases as at 31 December are as follows:

Within one year
After one year but not more than three years

2017
KD 000’s

2016
KD 000’s

29,237
43,580

29,464
45,333

───────

───────

═══════

═══════

72,817

74,797

Operating lease commitments – Group as a lessee
The Group has entered into commercial leases for certain investment properties and property plant and equipment
in the normal course of business. Future minimum rentals payable under non-cancellable operating leases as at 31
December are as follows:
2016
2017
KD 000’s
KD 000’s
Within one year
After one year but not more than three years

3,482
5,827

───────

───────

═══════

═══════

9,309

28

1,696
2,094
3,790

DERIVATIVES

In the ordinary course of business, the Group enters into various types of transactions that involve derivative
financial instruments. Derivatives are financial instruments that derive their value by referring interest rate, foreign
exchange rate or other indices. Notional principal amounts merely represent amounts to which a rate or price is
applied to determine the amounts of cash flows to be exchanged and do not represent the potential gain or loss
associated with the market or credit risk of such instruments.
The Group deals in interest rate swaps to manage its interest rate risk on interest bearing asset and liabilities or to
provide interest rate risk management solutions to customers. Similarly, the Group deals in forward foreign
exchange contracts for customers and to manage its foreign currency positions and cash flows.
The table below shows the fair values of derivative financial instruments, recorded as assets or liabilities, together
with their notional amounts analyzed by the terms of maturity. The notional amount, recorded gross, is the amount
of a derivative’s underlying asset, reference rate or index and is the basis upon which changes in the value of
derivatives are measured. The notional amounts indicate the volume of transactions outstanding at the year-end and
are indicative of neither the market risk nor the credit risk.
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DERIVATIVES (continued)

2017
Derivatives held for trading:
(including non-qualifying hedges)
Forward foreign exchange contracts
Interest rate swaps
Options
Derivatives held for hedging:
Fair value hedges:
Forward foreign exchange contracts
Interest rate swaps
Cash flow hedges:
Interest rate swaps

2016
Derivatives held for trading:
(including non-qualifying hedges)
Forward foreign exchange contracts
Interest rate swaps
Options
Derivatives held for hedging:
Fair value hedges:
Forward foreign exchange contracts
Interest rate swaps
Cash flow hedges:
Interest rate swaps

Positive
fair value
KD 000’s
8,912
5,390
2,383

═════════

198
276

═════════

21,722

═════════

Positive
fair value
KD 000’s
10,609
2,745
1,759

═════════

2,604
726

═════════

16,242

═════════

Negative
fair value
KD 000’s

Notional
amount
KD 000’s

(9,931)
(2,205)
(2,142)

1,353,156
329,785
339,068

═════════

(2,375)
-

═════════

(5,101)

═════════

═════════

221,829
105,613

221,829
-

105,613

═════════

234,056

═════════

(25,422)
(1,091)
(1,646)

1,105,281
272,363
250,451

═════════

(2,561)

═════════

10,780
290,082
-

═════════

Notional
amount
KD 000’s

(105)
-

1,342,376
39,703
339,068

═════════

Negative
fair value
KD 000’s

═════════

Notional amounts by term
to maturity
Within
1–5
1 year
years
KD 000’s
KD 000’s

═════════

45,293

═════════

═════════

188,763

═════════

Notional amounts by term
to maturity
Within
1–5
1 year
years
KD 000’s
KD 000’s
1,087,314
49,322
250,451

17,967
223,041
-

═════════

═════════

═════════

306,290
107,118

306,290
-

107,118

═════════

177,551

═════════

═════════

32,118

═════════

═════════

145,433

═════════

The Group has positions in the following types of derivatives:
Forward foreign exchange contracts
Forward foreign exchange contracts are contractual agreements to either buy or sell a specified currency, at a
specific price and date in the future, and are customised contracts transacted in the over-the-counter market.
Swaps
Swaps are contractual agreements between two parties to exchange streams of payments over time based on
specified notional amounts, in relation to movements in a specified underlying index such as an interest rate, foreign
currency rate or equity index.
Options
Options are contractual agreements that convey the right, but not the obligation, for the purchaser either to buy or
sell a specified amount of a financial instrument at a fixed price, either at a fixed future date or at any time within
a specified period.
The Group purchases and sells options through regulated exchanges and in the over–the–counter markets. Options
purchased by the Group provide the Group with an opportunity to purchase (call options) or sell (put options) the
underlying asset at an agreed–upon value either on or before the expiration of the option. The Group is exposed to
credit risk on purchased options only to the extent of their carrying amount, which is their fair value.
Options written by the Group provide the purchaser the opportunity to purchase from or sell to the Group the
underlying asset at an agreed–upon value either on or before the expiration of the option.
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DERIVATIVES (continued)

Derivatives held for trading
Derivatives held for trading include the Group’s derivative positions held with the expectation of profiting from
favourable movements in prices, rates or indices. Derivatives which do not meet hedging requirements are also
included under derivatives held for trading.
Fair value hedges
Fair value hedges are used by the Group to protect against changes in the fair value of financial assets and financial
liabilities due to movements in exchange rates. The Group uses forward foreign exchange contracts to hedge against
specifically identified currency risks.
Cash flow hedges
The Group is exposed to variability in future interest cash flows on non-trading assets and liabilities which bear
interest at a variable rate. The Group uses interest rate swaps as cash flow hedges of these interest rate risks. A
schedule indicating as at 31 December 2017 the periods when the hedged cash flows are expected to occur and
when they are expected to affect the consolidated income statement are as follows:
Within 1 year
1-5 years
2017
KD 000’s
KD 000’s
Net Cash outflows (liabilities)

411

Other comprehensive income

══════════

══════════

══════════

332

Within 1 year
KD 000’s

2016
Net Cash outflows (liabilities)

412

Other comprehensive income

599

══════════

-

1-5 years
KD 000’s
267

══════════

══════════

══════════

══════════

47

212

The table below shows the contractual expiry by maturity of the Group’s derivatives positions:

Derivatives

Up to 3
months
KD 000’s

3 to 12
months
KD 000’s

Over 1 year
KD 000’s

Total
KD 000’s

251,318
-

1,312,887
84,996
339,068

10,780
584,458
-

1,574,985
669,454
339,068

2017
Foreign exchange derivatives
Interest rate swaps
Options

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

267,612
14,239
-

1,125,992
67,201
250,451

17,967
475,592
-

1,411,571
557,032
250,451

251,318

2016
Foreign exchange derivatives
Interest rate swaps
Options

1,736,951

595,238

2,583,507

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

281,851

64

1,443,644

493,559

2,219,054
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SEGMENT INFORMATION

For management purposes, the Group is organized into six main business segments based on internal reporting
provided to the chief operating decision maker:
Commercial banking - represents Group’s commercial banking activities which includes retail banking, corporate
banking, and private banking and treasury products. These entities are regulated by the Central Bank of the
respective countries.
Asset management and investment banking - represents Group’s asset management and investment banking
activities which includes asset management, corporate finance (advisory and capital markets services), investment
advisory and research, and wealth management.
Insurance - represents Group’s insurance activities and other related services.
Media - represents Group’s activities in providing digital satellite network and other related services.
Industrial - represents Group’s activities in industrial project development, food, utilities, services, medical
equipment and other related sectors.
Hospitality and real estate - represents Group’s activities in the hospitality and real estate sector.
Others - represents other activities undertaken by the Group which includes management advisory, education and
consultancy.
Transfer pricing between operating segments are at a price approved by the management of the Group.

FS - 166

65

FS - 167

SEGMENT INFORMATION (continued)

──────────

38,870
16,466
(705)
1,324
139
1,920

8,326
134,856
136,992

23,172
285
976
18,618

──────────

(11,017)

73,512

──────────

──────────

1,153,527

──────────

4,735
-

73,971
-

──────────

4,735

4,735

──────────

──────────

-

──────────

-

-

──────────

(30,179)

(30,179)

──────────

──────────

-

──────────

13,127
353

201,813
-

──────────

6,541

36,873

──────────

──────────

115,596

──────────

(6,715)
817

52,927
2,320

──────────

(6,746)

96,048

──────────

──────────

560,827

──────────

417

34,646
3,883

──────────

486

21,777
──────────

──────────

204,790

──────────

-

-

──────────

(7,579)

(42,478)
──────────

──────────

(753,541)

══════════

* represents interest in GIG, an associate of the Group (note 8)
** represents interest in PMGL, a joint venture of the Group (note 9)
66

9,133,057

22,467
12,756
1,115
22,125

375,907
185,968
143,195

══════════

62,498

655,610
──────────

══════════

Inter segmental elimination represent the elimination of balances and transactions arising in the normal course of business between the different segments of the Group.

Other segmental information:
Investment in associates
Goodwill (note 11)
Other intangibles (note 11)
Provision for (reversal of ) credit
losses
Share of results of associates
Impairment of investments
Depreciation and amortization

106,257

Profit (loss) for the year

──────────

495,322

──────────

──────────

7,851,858

──────────

Segment revenues

For the year ended 31 December
2017

Segment liabilities

Management monitors the results of its segments separately for the purpose of making decisions about resource allocation and performance assessment. Segment performance is
evaluated based on profit or loss and is measured consistently with profit or loss in the consolidated financial statements.
Asset
management
and
Hospitality
InterCommercial
investment
and real
segmental
banking
banking
Insurance*
Media**
Industrial
estate
Others
eliminations
Total
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
KD 000’s
As at 31 December 2017
Assets and liabilities:
Segment assets
8,798,228
860,141
73,971
183,530
267,168
865,106
283,978
(981,068)
10,351,054
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7,767,826

Segment liabilities

946,264

58,412
16,466
21
(273)
5,045
629
1,649

6,958
136,134
144,679

22,868
(139)
3,278
20,870

──────────

(46,418)

42,510

──────────

──────────

5,521
-

72,940
-

──────────

5,521

5,521

──────────

──────────

-

72,940

──────────

Insurance*
KD 000’s

-

-

──────────

(6,489)

(6,489)

──────────

──────────

-

149,647

──────────

Media**
KD 000’s

10,303
415
210

188,987
-

──────────

7,289

43,229

──────────

──────────

121,625

249,389

──────────

Industrial
KD 000’s

15,195
600

115,163
750

──────────

23,145

99,967

──────────

──────────

407,671

795,345

──────────

Hospitality
and real
estate
KD 000’s

616

11,102
-

──────────

(151)

21,948
──────────

──────────

151,338

162,798

──────────

Others
KD 000’s

-

-

──────────

(22,516)

(31,225)
──────────

──────────

(628,994)

(836,549)
──────────

Intersegmental
eliminations
KD 000’s

* represents interest in GIG, an associate of the Group (note 8)
** represents interest in PMGL, a joint venture of the Group (note 9)
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22,595
35,925
4,322
23,945

442,460
163,702
145,450

══════════

88,111

660,580
──────────

══════════

8,765,730

9,982,115

Total
KD 000’s

══════════

Inter segmental elimination represent the elimination of balances and transactions arising in the normal course of business between the different segments of the Group.

Other segmental information:
Investment in associates
Goodwill (note 11)
Other intangibles (note 11)
Provision for (reversal of ) credit
losses
Share of results of associates
Impairment of investments
Depreciation and amortization

127,730

Profit (loss) for the year

──────────

485,119

──────────

──────────

Segment revenues

For the year ended 31 December
2016

676,360

──────────

8,712,185

As at 31 December 2016
Assets and liabilities:
Segment assets

──────────

Commercial
banking
KD 000’s

SEGMENT INFORMATION (continued)
Asset
management
and
investment
banking
KD 000’s
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SEGMENT INFORMATION (continued)

Geographic information
Income
KD 000’s

2017
Kuwait
Rest of GCC
Rest of Middle East ,Asia and North Africa
Europe
North America

346,199
(19,535)
163,406
157,161
8,379

Kuwait
Rest of GCC
Rest of Middle East ,Asia and North Africa
Europe
North America

3,105,945
329,619
1,300,271
511,265
15,391

──────────

──────────

══════════

══════════

Income
KD 000’s

Non-current
assets
KD 000’s

655,610

2016

Non-current
assets
KD 000’s

314,148
4,115
182,156
154,157
6,004

5,262,491

2,942,367
154,223
1,235,488
363,426
5,493

──────────

──────────

══════════

══════════

660,580

4,700,997

For breakup of non-current assets, refer to note 30.3.
The geographic segmentation of the income information above is based on the region where the services are
provided.
30

RISK MANAGEMENT OBJECTIVES AND POLICIES

30.1

INTRODUCTION

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is critical
to the Group’s continuing profitability.
Each subsidiary of the Group is responsible for managing its own risks and has its own Board Committees,
including Audit and Executive Committees in addition to other management Committees such as Credit /
Investment Committee and (in the case of major subsidiaries) Asset Liability Committee (ALCO), or equivalent,
with responsibilities generally analogous to the Group's committees.
The independent risk control process does not include business risks such as changes in the environment,
technology and industry. They are monitored through the Group’s strategic planning process. The Board of
Directors is ultimately responsible for the overall risk management approach and for approving the risk strategies
and principles.
Monitoring and controlling risks is primarily performed based on limits established by the Group. These limits
reflect the business strategy and market environment of the Group as well as the level of risk that the Group is
willing to accept, with additional emphasis on selected geographic and industrial sectors. In addition, the Group
monitors and measures the overall risk bearing capacity in relation to the aggregate risk exposure across all risk
types and activities.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

30.1

INTRODUCTION (continued)

The operations of certain Group subsidiaries are also subject to regulatory requirements within the jurisdictions
where it operates. Such regulations not only prescribe approval and monitoring of activities, but also impose
certain restrictive provisions (e.g. capital adequacy, general provision on loans and advances) to minimise the risk
of default and insolvency on the part of the banking companies to meet unforeseen liabilities as these arise.
Adequate adjustments to provisions for credit losses have been made at the Group level to comply with IFRS
having a net positive effect of KD 117,081 thousand (2016: KD 101,738 thousand) on equity attributable to equity
holders of the Parent Company.
As part of its overall risk management, the Group uses derivatives and other instruments to manage exposures
resulting from changes in interest rates and foreign currency transactions.
The risk profile is assessed before entering into hedge transactions, which are authorised by the appropriate level
of seniority within the Group.
The Group classifies the risks faced as part of its monitoring and controlling activities into certain categories of
risks and accordingly specific responsibilities have been given to various officers for the identification,
measurement, control and reporting of these identified categories of risks. The categories of risks are:
A.

Risks arising from financial instruments:
i. Credit risk which includes default risk of clients and counterparties
ii. Liquidity risk
iii. Market risk which includes interest rate, foreign exchange and equity price risks
iv. Prepayment risk

B.

Other risk
i.
Operational risk which includes risks due to operational failures

Derivative transactions result, to varying degrees, in credit as well as market risks.
Market risk arises as interest rates, foreign exchange rates and equity prices fluctuate affecting the value of a
contract. For risk management purposes and to control these activities, the Group has established appropriate
procedures and limits approved by the Board of Directors.
30.2

CREDIT RISK

The Group takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in
full when due. The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or groups of borrowers, and to geographical and industrial segments. Such
risks are monitored on a regular basis and are subject to regular review. Limits on the level of credit risk by
product, industry sector and by country are approved by the Board.
Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to
meet interest and capital repayment obligations and by changing lending limits where appropriate. Exposure to
credit risk is also managed in part by obtaining collateral and corporate and personal guarantees.
Credit related commitments risk
The Group makes available to its customers guarantees which may require that the Group makes payments on
their behalf. Such payments are collected from customers based on the terms of the letter of credit. They expose
the Group to similar risks to loans and these are mitigated by the same control processes and policies.
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

30.2

CREDIT RISK (continued)

Derivative financial instruments
Credit risk arising from derivative financial instruments is, at any time, limited to those with positive fair values,
as recorded in the consolidated statement of financial position. In the case of credit derivatives, the Group is also
exposed to or protected from the risk of default of the underlying entity referenced by the derivative.
30.2.1 Gross maximum exposure to credit risk:
The table below shows the gross maximum exposure to credit risk across financial assets before taking into
consideration the effect of any collateral and other credit enhancements i.e. credit risk mitigation.

Cash at banks
Treasury bills and bonds
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Financial assets held to maturity
Other assets including positive value of derivatives (excluding
prepayments, assets pending for sale and others)
Total

2017
KD 000's

2016
KD 000's

1,432,886
646,675
5,240,825
4,396
318,230
77,597

1,238,665
675,251
5,285,283
13,316
247,496
70,880

254,379

─────────

─────────

─────────

─────────

─────────

═════════

═════════

7,974,988

Credit related commitments

2,125,625

Total

170,140

─────────

10,100,613

7,701,031
2,038,154
9,739,185

The exposures set above are based on net carrying amounts as reported in the consolidated statement of financial
position.
Where financial instruments are recorded at fair value, the amounts shown above represent the current credit risk
exposure but not the maximum risk exposure that could arise in the future as a result of changes in values.
30.2.2 Collateral and other credit enhancements
The amount, type and valuation of collateral is based on guidelines specified in the risk management framework.
The main types of collateral accepted includes real estate, quoted shares, cash collateral and bank guarantees. The
revaluation and custody of collaterals are performed independent of the business units.
Management monitors the market value of collaterals, requests additional collaterals in accordance with the
underlying agreement, and monitors the market value of collaterals obtained on a regular basis.
The Group can file a court case against a default borrower and can sell the collateral if the case is in favour of the
Group. The Group has an obligation to return the collateral on the settlement of the loan or at the closure of the
borrowers’ portfolio with the Group. The Group also makes use of master netting agreements with counterparties.
30.2.3 Credit quality of financial assets neither past due nor impaired
The credit quality of financial assets are summarised by reference to public ratings given to the
clients/counterparties by recognised and approved external credit rating agencies.

Risk rating
Investment grade
Non-investment grade
Unrated
Total

2017
KD 000's

2016
KD 000's

1,127,320
1,011,463
5,345,734

1,227,907
276,087
5,788,121

─────────

─────────

═════════

═════════

7,484,517
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RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

30.2

CREDIT RISK (continued)

30.2.4 Financial assets past due but not impaired
For credit risk related exposures, a past due exposure is considered to be one where the client or counterparty has
failed to meet his contractual obligation to the Group towards payment of the interest or the principal or a part
thereof on the date on which such payment is due.

2017
Past due 1 to 45 days
Past due 45 to 90 days

Carrying value
KD 000’s

Fair value of
collateral held
KD 000’s

184,574
131,833

42,564
101,150

─────────

─────────

═════════

═════════

Carrying value
KD 000’s

Fair value of
collateral held
KD 000’s

152,175
62,508

49,997
11,199

Total

316,407

2016
Past due 1 to 45 days
Past due 45 to 90 days
Total

143,714

─────────

─────────

═════════

═════════

214,683

61,196

30.2.5 Impaired financial assets
The Group considers an asset to be impaired if the carrying value exceeds the realisable value of the asset.
2017
Gross
exposure
KD 000's
Corporate
Banks and financial
institutions
Retail

Provision
KD 000's

Fair value
of
collateral held
KD 000's

2016
Gross
exposure
KD 000's

Provision
KD 000's

Fair value
of
collateral held
KD 000's

185,084

32,139

138,864

216,055

55,086

150,669

3,151
28,582

784
9,830

341
10,981

11,966
44,655

2,098
21,259

20,470

───────

───────

───────

───────

───────

───────

═══════

═══════

═══════

═══════

═══════

═══════

216,817

42,753

150,186

272,676

78,443

171,139

30.2.6 Credit risk concentration
Concentrations of credit risk arise from exposure to customers having similar characteristics in terms of the
geographic location in which they operate or the industry sector in which they are engaged, such that their ability
to discharge contractual obligations may be similarly affected by changes in political, economic or other
conditions.
Credit risk can also arise due to a significant concentration of Group’s assets to any single counterparty. This risk
is managed by diversification of the portfolio. The 10 largest loans outstanding as a percentage of gross loans as
at 31 December 2017 are 23% (2016: 23%).
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RISK MANAGEMENT OBJECTIVES AND POLICUIES (continued)

30.2 CREDIT RISK (continued)
30.2.6 Credit risk concentration (continued)
The Group’s financial assets and commitments, before taking into account any collateral held or credit
enhancements can be analysed by the following geographic regions:

Region

MENA
North America
Europe
Asia
Others
Total

Assets
2017
KD 000’s
7,077,720
160,565
479,727
205,644
51,332

Credit
related
commitments
2017
KD 000’s
2,033,964
454
35,025
13,968
42,214

Assets
2016
KD 000’s
6,746,641
110,713
470,359
181,186
192,132

Credit
related
commitments
2016
KD 000’s
1,951,850
2,150
40,646
9,126
34,382

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

7,974,988

2,125,625

7,701,031

2,038,154

The Group’s financial assets and credit related commitments, before taking into account any collateral held or
credit enhancements can be analysed by the following industry sector:

Sovereign
Banking
Investment
Trade and commerce
Real estate
Personal
Manufacturing
Construction
Others

2017
KD 000’s

2016
KD 000’s

1,078,334
1,669,987
300,300
959,680
1,392,285
1,397,298
959,337
981,307
1,362,085

1,277,678
1,528,366
150,600
933,650
1,138,325
1,410,593
807,280
908,601
1,584,092

─────────

─────────

═════════

═════════

10,100,613
30.3

9,739,185

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,
management has arranged diversified funding sources, manages assets with liquidity in mind, and monitors
liquidity on a daily basis.
The table below shows an analysis of financial liabilities based on the remaining undiscounted contractual
maturities. Repayments which are subject to notice are treated as if notice were to be given immediately.
1 to 3
3 to 12
months
months
Over 1 year
Total
KD 000’s
KD 000’s
KD 000’s
KD 000’s
2017
Financial liabilities
Due to banks and other financial institutions
1,244,902
620,708
433,768
2,299,378
Deposits from customers
4,345,874
804,474
108,915
5,259,263
Loans payable
126,319
75,644
312,094
514,057
Bonds
2,584
81,941
360,661
445,186
Medium term notes
36,564
828,041
864,605
Other liabilities *
264,694
96,520
143,603
504,817
─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

5,984,373
72

1,715,851

2,187,082

9,887,306
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RISK MANAGEMENT (continued)

30.3

LIQUIDITY RISK (continued)

2016
Financial liabilities
Due to banks and other financial institutions
Deposits from customers
Loans payable
Bonds
Medium term notes
Other liabilities *

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

1,337,141
4,001,497
56,707
14,672
112,485

765,015
1,011,515
293,654
10,613
14,672
73,867

Over 1 year
KD 000’s
346,762
376,625
143,328
301,976
754,721
168,822

Total
KD 000’s
2,448,918
5,389,637
493,689
312,589
784,065
355,174

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

5,522,502

2,169,336

2,092,234

9,784,072

* Other liabilities include negative fair value of derivative financial liabilities.
The table below shows the contractual expiry by maturity of the Group’s contingent liabilities and commitments.

2017
Credit related commitments
Investment related commitments

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

933,347
29,499

686,981
34,826

505,297
81,093

Total
KD 000’s
2,125,625
145,418

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

750,648
-

699,393
-

588,113
105,660

2,038,154
105,660

962,846

2016
Credit related commitments
Investment related commitments

Over 1 year
KD 000’s

721,807

586,390

2,271,043

─────────

─────────

─────────

─────────

═════════

═════════

═════════

═════════

750,648

699,393

693,773

2,143,814

The table below summarises the maturity profile of the Group’s assets and liabilities. The maturities of assets and
liabilities have been determined according to when they are expected to be recovered or settled. The maturity
profile for financial assets at fair value through profit or loss and financial assets available for sale is determined
based on management's estimate of liquidation of those financial assets. The actual maturities may differ from the
maturities shown below since borrowers may have the right to prepay obligations with or without prepayment
penalties.
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RISK MANAGEMENT (continued)

30.3

LIQUIDITY RISK (continued)

2017
ASSETS
Cash in hand and at banks
Treasury bills and bonds
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Financial assets held to maturity
Other assets
Properties held for trading
Investment in associates
Investment in a media joint venture
Investment properties
Property, plant and equipment
Intangible assets
Total assets
LIABILITIES AND EQUITY
Due to banks and other financial institutions
Deposits from customers
Loans payable, Bonds, and Medium term notes
Other liabilities
Equity
Total liabilities and equity

2016
ASSETS
Cash in hand and at banks
Treasury bills and bonds
Loans and advances
Financial assets at fair value through profit or loss
Financial assets available for sale
Financial assets held to maturity
Other assets
Properties held for trading
Investment in associates
Investment in a media joint venture
Investment properties
Property, plant and equipment
Intangible assets
Total assets
LIABILITIES AND EQUITY
Due to banks and other financial institutions
Deposits from customers
Loans payable, Bonds, and Medium term notes
Other liabilities
Equity
Total liabilities and equity

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

Over
1 year
KD 000’s

1,559,770
166,283
1,066,347
6,843
32,733
109,451
-

6,862
151,361
1,778,720
2,609
15,487
1,676
151,958
33,826
4,637
-

2,933
329,031
2,395,758
25,903
465,883
75,921
185,791
57,738
375,907
183,530
518,309
316,624
329,163

────────────

────────────

────────────

═════════

1,033,364
4,217,632
83,054
264,694
-

2,941,427

2,147,136

Total
KD 000’s
1,569,565
646,675
5,240,825
35,355
514,103
77,597
447,200
91,564
375,907
183,530
522,946
316,624
329,163

────────────

═════════

5,262,491

═════════

10,351,054

576,389
787,467
177,712
96,520
-

446,257
103,436
1,202,929
143,603
1,217,997

2,056,010
5,108,535
1,463,695
504,817
1,217,997

═════════

────────────

────────────

────────────

3,114,222

10,351,054

═════════

═════════

═════════

═════════

1 to 3
months
KD 000’s

3 to 12
months
KD 000’s

Over
1 year
KD 000’s

Total
KD 000’s

1,455,043
239,462
1,328,068
14,437
72,637
28,423
-

2,965
129,822
1,857,796
7,609
14,082
4,900
106,823
19,051
-

305,967
2,099,419
37,191
351,734
65,980
219,884
35,063
442,460
149,647
428,914
255,586
309,152

5,598,744

1,638,088

────────────

1,458,008
675,251
5,285,283
59,237
438,453
70,880
355,130
54,114
442,460
149,647
428,914
255,586
309,152

────────────

────────────

────────────

────────────

═════════

═════════

═════════

═════════

1,199,940
3,595,947
13,062
112,485
-

756,820
848,937
164,563
73,867
-

352,343
374,900
1,104,044
168,822
1,216,385

2,309,103
4,819,784
1,281,669
355,174
1,216,385

3,138,070

2,143,048

4,700,997

9,982,115

────────────

────────────

────────────

────────────

═════════

═════════

═════════

═════════

4,921,434
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RISK MANAGEMENT (continued)

30.4

MARKET RISK

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market variables such as
interest rates, foreign exchange rates, and equity prices, whether those changes are caused by factors specific to
the individual investment or its issuer or factors affecting all financial assets traded in the market.
Market risk is managed on the basis of pre-determined asset allocations across various asset categories,
diversification of assets in terms of geographical distribution and industrial concentration, a continuous appraisal
of market conditions and trends and management’s estimate of long and short term changes in fair value.
30.4.1 Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will affect the fair value or cash flows of
the financial instruments. Each subsidiary of the Group manages the internal rate risk at their entity level. The
Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its
financial position and cash flows. This arises as a result of mismatches or gaps in the amounts of assets and
liabilities and commitments that mature or reprice in a given period. The Group manages this risk by matching
the repricing of assets and liabilities through risk management strategies.
The Group is exposed to interest rate risk on its interest bearing assets and liabilities (treasury bills and bonds,
loans and advances, due to banks and other financial institutions, deposits from customers, loans payable, bonds
and medium term notes).
The following table demonstrates the sensitivity of the profit before taxation to reasonably possible changes in
interest rates after the effect of hedge accounting, with all other variables held constant.
Based on the Group’s financial assets and liabilities held at the year end, an assumed 25 basis points increase in
interest rate, with all other variables held constant, would impact the Group’s profit before taxation as follows:
Increase of 25 basis points
Increase (decrease) in profit before
taxation
2016
2017
KD 000’s
KD 000’s

Currency

KD
US$
EURO
GBP

(2,274)
(792)
(106)
(2)

1,995
(1,466)
(335)
(3)

The decrease in the basis points will have an opposite impact on the Group’s profit before taxation. Also, as there
are no material interest bearing financial assets available for sale, no sensitivity of other comprehensive income
has been disclosed.
30.4.2 Foreign currency risk
Currency risk is the risk that the value of the financial instrument will fluctuate due to changes in the foreign
exchange rates. The Group incurs foreign currency risk on transactions denominated in a currency other than the
KD. The Group may reduce its exposure to fluctuations in foreign exchange rates through the use of derivative
financial instruments. The Group ensures that the net exposure is kept to an acceptable level, by dealing in
currencies that do not fluctuate significantly against the KD. The Group also uses the hedging transactions to
manage risks in other currencies (note 26).
The table below analyses the effect on profit before taxation (due to change in the fair value of monetary assets
and liabilities) and equity of an assumed 5% strengthening in the value of the currency rate against the KD from
levels applicable at the year end, with all other variables held constant. A negative amount in the table reflects a
potential net reduction in profit or equity, whereas a positive amount reflects a net potential increase.
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RISK MANAGEMENT (continued)

30.4

MARKET RISK (continued)

30.4.2 Foreign currency risk (continued)

Currency

US$
EURO
GBP

Change in currency rate by + 5%
Effect on equity
Effect on profit before taxation
2016
2016
2017
2017
KD 000’s
KD 000’s
KD 000’s
KD 000’s
4,216
-

4,867
-

(32,582)
(887)
(13)

(20,327)
6,656
139

An equivalent weakening in each of the above mentioned currencies against the KD would result in an equivalent
but opposite impact.
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Financial assets available for sale
Quoted equities
Unquoted equities
Managed funds

Financial assets at fair value through profit or loss
Equity securities
Managed funds
79

29,948

77

═════════

═════════

24,663

─────────

111,676

─────────

1,761
18,378
4,524

═════════

37,226
60,610
13,840

═════════

─────────

79

29,660
288

─────────

Europe
2017
KD 000’s

MENA
2017
KD 000’s

═════════

59,534

─────────

3,188
3,387
52,959

═════════

879

─────────

11
868

North
America
2017
KD 000’s

═════════

-

─────────

-

═════════

53

53
─────────

-

Asia
2017
KD 000’s

The Group’s financial assets at fair value through profit or loss and financial assets available for sale in different geographical regions are as follows:

═════════

195,873

─────────

42,175
82,375
71,323

═════════

30,959

─────────

29,724
1,235

Total
2017
KD 000’s

═════════

190,957

─────────

39,448
85,653
65,856

═════════

45,921

─────────

40,860
5,061

Total
2016
KD 000’s

The Group conducts sensitivity analysis on regular intervals in order to assess the potential impact of any major changes in fair value of equity instruments. Based on the results of the
analysis conducted there are no material implication over the Group’s profit and equity for a 5% fluctuation in major stock exchanges.

Equity price risk arises from changes in the fair values of equity investments. The unquoted equity price risk exposure arises from the Group’s investment portfolio. The Group manages
this through diversification of investments in terms of geographical distribution and industry concentration.

Equity price risk
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RISK MANAGEMENT (continued)

30.4

MARKET RISK (continued)

30.4.3

Equity price risk (continued)

Industrial distribution
The Group’s financial assets at fair value through profit or loss and financial assets available for sale in different
industry sectors are as follows:
Financial
assets at fair
value through
profit or loss
KD 000’s

2017
Sovereigns
Banking
Investment
Trade and commerce
Real estate
Manufacturing
Others

403
469
874
24,707
4,506

Sovereigns
Banking
Investment
Trade and commerce
Real estate
Manufacturing
Others

─────────

═════════

═════════

Financial
assets at fair
value through
profit or loss
KD 000’s

Financial
assets
available for
sale
KD 000’s

2,399
520
9,339
26,352
7,311

195,873

50,011
21,923
72,960
2,194
15,986
6,368
21,515

─────────

─────────

═════════

═════════

45,921

30.5

48,760
25,563
73,450
586
16,651
10,612
20,251

─────────

30,959

2016

Financial
assets
available for
sale
KD 000’s

190,957

PREPAYMENT RISK

Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties
repay or request repayment earlier than expected, such as fixed rate mortgages when interest rate fall. The fixed
rate assets of the Group are not significant compared to the total assets. Moreover, other market conditions causing
prepayment is not significant in the markets in which the Group operates. Therefore the Group considers the effect
of prepayment on net interest income is not material after taking in to account the effect of any prepayment
penalties.
30.6

OPERATIONAL RISK

Operational risk is the risk of loss arising from the failures in operational process, people and system that supports
operational processes. The Group has a set of policies and procedures, which are approved by the Board of
Directors and are applied to identify, assess and supervise operational risk in addition to other types of risks
relating to the banking and financial activities of the Group. Operational risk is managed by Risk management.
Risk management ensures compliance with policies and procedures to identify, assess, supervise and monitor
operational risk as part of overall risk management.
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FAIR VALUE OF FINANCIAL AND NON FINANCIAL INSTRUMENTS

Fair value of financial instruments are not materially different from their carrying values except for certain
financial assets available for sale which are carried at cost less impairment (note 6) and medium term notes whose
fair value amounts to KD 694,909 thousand (note 15). For financial assets and financial liabilities that are liquid
or having a short-term maturity (less than three months) it is assumed that the carrying amounts approximate to
their fair value. This assumption is also applied to demand deposits, savings accounts without a specific maturity
and variable rate financial instruments.
The fair value of the above investment securities is categorised as per the policy on fair value measurement in
Note 2. Movement in level 3 is mainly on account of purchase, sale and change in fair value, which is not material
to the Group’s consolidated financial statements.
Debt securities included under level 3 consists of unquoted corporate bonds issued by banks and financial
institutions. The fair values of these bonds are estimated using discounted cash flow methods using credit spreads
(ranging from 1% to 3%). Equities and other securities included in these categories mainly include strategic equity
investments and managed funds which are not traded in an active market. The fair values of these investments are
estimated by using valuation techniques that are appropriate in the circumstances. Valuation techniques includes
discounted cash flow models, observable market information of comparable companies, recent transactions
information and net asset values. Significant unobservable inputs used in valuation techniques mainly include
discount rate, terminal growth rate, revenue, profit estimate and market multiples such as price to book and price
to earnings. Given the diverse nature of these investments, it is not practical to disclose a range of significant
unobservable inputs.
Other financial assets and liabilities are carried at amortised cost and the carrying values are not materially
different from their fair values as most of these assets and liabilities are of short term maturities or are repriced
immediately based on market movement in interest rates. Fair values of remaining financial assets and liabilities
carried at amortised cost are estimated using valuation techniques incorporating certain assumptions such as credit
spreads that are appropriate in the circumstances.
The following table provides the fair value measurement hierarchy of the Group’s assets and liabilities.
Fair value measurement hierarchy as at 31 December 2017:
Level 1
KD 000’s

Level 2
KD 000’s

Level 3
KD 000’s

Total fair
value
KD 000’s

2,844
4,396
-

388

26,880
847

29,724
4,396
1,235

42,175
270,846
-

4,913
11,088

43,263
38,000
60,235

90,351
308,846
71,323

Derivatives

-

38,881

-

38,881

Liabilities measured at fair value
Derivatives

-

(21,754)

-

(21,754)

2017
Assets measured at fair value
Financial assets at fair value through profit or
loss:
Equity securities
Debt securities
Managed funds
Financial assets available for sale:
Equities
Debt securities
Managed funds
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FAIR VALUE OF FINANCIAL AND NON FINANCIAL INSTRUMENTS (continued)

Fair value measurement hierarchy as at 31 December 2016:
Level 1
KD 000’s

Level 2
KD 000’s

Level 3
KD 000’s

Total fair
value
KD 000’s

5,687
7,869
-

407

35,173
5,447
4,654

40,860
13,316
5,061

39,448
190,151
-

8,992
14,459

50,724
48,917
51,397

99,164
239,068
65,856

Derivatives

-

34,685

-

34,685

Liabilities measured at fair value
Derivatives

-

(30,825)

-

(30,825)

2016
Assets measured at fair value
Financial assets at fair value through profit or
loss:
Equity securities
Debt securities
Managed funds
Financial assets available for sale:
Equities
Debt securities
Managed funds

There were no material transfers between the levels during the year.
The impact on the consolidated statement of financial position or the consolidated statement of shareholders’
equity would be immaterial if the relevant risk variables used to fair value the unquoted securities were altered
by 5%.
32

CAPITAL MANAGEMENT

The primary objective of the Group's capital management is to ensure that it maintains healthy capital ratios in
order to support its business and maximise shareholder value. The Group manages its capital structure and makes
adjustments to it, in light of changes in economic conditions. To maintain or adjust the capital structure, the Group
may adjust the dividend payment to shareholders, issue new shares or purchase/sale of treasury shares.
No changes were made in the objectives, policies or processes during the years ended 31 December 2017 and
31 December 2016.
The Group monitors capital at the level of the Parent Company and at each of the subsidiaries.
Based on considerations of various stakeholders (shareholders, rating agencies, debt markets) capital at the Parent
Company is monitored in terms of a) Leverage and b) Net debt to portfolio value.
Leverage is defined as total debt at the Parent Company level divided by the equity attributable to the equity
holders of the Parent Company. The ability to take on leverage provides the Parent Company with the financial
flexibility to effect investment decisions in a timely manner. The Parent Company expects that the leverage does
not exceed the target of 2.5 times over the medium term. The Parent Company includes within total debt, loans
payable, bonds and medium term notes and accrued interest thereon.
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CAPITAL MANAGEMENT (continued)
2017
KD 000’s

Loans payable
Bonds
Medium term notes
Accrued interest thereon

42,053
98,800
518,076
12,453

────────

Total debt

671,382

Equity attributable to the equity holders of the Parent Company (excluding
treasury shares held by subsidiaries of the Group)
Leverage

517,039

2016
KD 000’s
35,000
458,004
11,619

────────

504,623
543,589

────────

────────

════════

════════

1.30

0.93

At the Parent Company level, net debt to portfolio value is a measure of the capacity to borrow and is defined as
the ratio of gross debt, net of cash and cash equivalents to the portfolio value of financial assets. Portfolio value
is computed as the sum of market value of listed financial assets and the fair value of unlisted financial assets.
The Parent Company would not expect that the net debt to portfolio value would be outside the 20% to 30% target
range over the medium term.
Each subsidiary of the Group is responsible for its own capital management and maintains a level of capital that
is adequate to support its business and financial exposures. Furthermore, regulated subsidiaries of the Group are
governed by the capital adequacy and/or other regulatory requirements in the jurisdictions in which they operate.
The compliance to such capital adequacy and/or other regulatory requirements is monitored by each of the
regulated subsidiaries on a regular basis.
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