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Honorable Shareholders of, 
Al-Madar Finance & Investment Co. (K.S.C.C.)

	 Dear Sirs, 

We are pleased to present to you the annual report of the Board of Directors concerning the 

company`s business results for the fiscal year ending as at 31st December, 2007. 

The Board has the honor to review these results as follows: 

	 Financial Statements and Profit & Loss Statement

1.	 Assets & Liabilities:

The audited financial statements indicate that the total assets of the company for the fiscal 

year ending as at 31st December, 2007 amounted to KD170,833,015, a reduction of 5.16% 

from that of at the fiscal year ending 31st December 2006, while the total liabilities amounted 

to KD98,385,864 a decrease of 14.51% from than the previous year.     

2.	 Shareholders’ Rights:

The total shareholders rights amounted to KD72,362,601 an increase of 11.24% more than 

the fiscal year ending as at 31st December, 2006.  	

3.	 Revenues & Expense:

As for the profit and loss statement, the company has realized revenues amounting to 

KD21,634,811 compared to KD18,430,496 for the fiscal year ending as at 31st December 2006, 

i.e. an increase of 17.39%. Regarding the other expenses and costs, it reached KD12,205,828 

realizing an increase of 11.90% more than the previous year, and this has resulted in a net 

profit for the year amounted to KD9,041,174 compared to a profit of KD7,239,343 for the 

fiscal year ending as at 31st December 2006, i.e. an increase of 24.89%.     
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During the year 2007, the company has continued the development of its products and 

expanded the finance, investment, real estate and third party asset management fields and 

secured the necessary approval for marketing two investment funds in the local market. Also, 

the company has expanded its real estate activities inside the State of Kuwait and abroad, 

and enhanced its consortiums so as to be able to develop several projects in different field. In 

addition to that, the volume of the finance portfolio which consists of distinctive clients in the 

local market has exceeded KD74,7 millions by the end of 2007.     

Finally, we would like to extend our kind thanks to the honorable scholars, Chairman and 

Members of Sharia Board, and to the respectable company shareholders for their continuous 

support and also to our executive management for their exerted considerable efforts for the 

sake of realizing the best results that enabled the company contribute to the drive of our 

national economy towards a further growth and welfare under the patronage of H.H. the 

Amir of Kuwait Sheikh Sabah Al Ahmed Al Jaber Al Sabah and his trustworthy Crown Prince 

and H.E. the Prime Minister.        

With Our Best Regards,,, 

Board of Directors
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	 Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Al Madar Finance and 

Investment Company K.S.C (Closed) (“the Parent Company”) and its subsidiaries (together referred 

to as “the Group”) which comprise of the consolidated balance sheet as at 31 December 2007, 

and the related consolidated statements of income, statement of changes in equity and statement 

of cash flows for the year then ended, and a summary of significant accounting policies and other 

explanatory notes.

	 Management’s responsibility for the consolidated financial statements

The Parent Company’s management is responsible for the preparation and fair presentation of these 

financial statements in accordance with International Financial Reporting Standards as adopted in 

the State of Kuwait. This responsibility includes: designing, implementing and maintaining internal 

control relevant to the preparation and fair presentation of consolidated financial statements that are 

free from material misstatement, whether due to fraud or error; selecting and applying appropriate 

accounting policies; and making accounting estimates that are reasonable in the circumstances. 

	 Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 

We conducted our audit in accordance with the International Standards on Auditing. Those standards 

require that we comply with ethical requirements and plan and perform the audit to obtain reasonable 

assurance about whether the consolidated financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the consolidated financial statements. The procedures selected depend on the auditors’ judgment, 

including the assessment of the risks of material misstatement of the consolidated financial statements, 

whether due to fraud or error. In making those risk assessments, the auditors’ consider internal control 

relevant to the Parent Company’s preparation and fair presentation of the consolidated financial 

P O Box 636, Safat 13007 Kuwait

Ali Al-Salem Str., Thuwaini Bldg.

3rd Flr. Kuwait

Tel : + 965 2412880/10885

Fax : + 965 2454248
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Website: www.ateeqicpas.com 

P. O. Box 25578, Safat 13116, Kuwait
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Khaled Ben Al-Waleed Street, Sharq, Kuwait

Tel +965 2426 999
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statements 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. An audit 

also includes evaluating the appropriateness of accounting policies used and the reasonableness of 

accounting estimates made by management, as well as evaluating the overall presentation of the 

consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinion.

	 Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the 

financial position of the Group as at 31 December 2007, and of its financial performance and its 

cash flows for the year then ended in accordance with International Financial Reporting Standards as 

adopted in the State of Kuwait.

	 Report on other legal and regulatory requirements

We further report that we have obtained the information and explanations that we required for the 

purpose of our audit and the consolidated financial statements include the information required by 

the Kuwait Commercial Companies Law of 1960, as amended, and the parent company’s articles 

and memorandum of association. In our opinion, proper books of account have been kept by the 

Parent Company, an inventory count was carried out in accordance with recognized procedures and 

the accounting information given in the board of directors’ report agrees with the books of account 

of the Parent Company.

We have not become aware of any contravention, during the year ended 31 December 2007, of 

the Kuwait Commercial Companies Law of 1960, as amended, or of the Company’s articles and 

memorandum of association, or of Law No. 32 of 1968, as amended, concerning currency, the 

Central Bank of Kuwait and the organization of banking business and its related regulations, that 

would materially affect the Group’s activities or its financial position. 

Qais M. Al -Nisf
License No. 38 «A» 

Moore Stephens Al Nisf & Partners 

Member firm of Moore Stephens International

Barrak  A. Al-Ateeqi
Licence No. 69 “A”

Al-Ateeqi Certified Accountants

An independent Member firm of  B.K.R International

Kuwait: 13 March 2008
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Consolidated balance sheet 
As at 31 December 2007

Notes 2007 2006

Asset
Cash and cash equivalent 4 2,797,390 3,576,664
Investments at fair value through statement	  
of income

5 48,640,428 46,817,524

Account receivables and other assets 6 91,440,501 104,901,115

Property held for trading 7 - 320,135

Investment in Murabah 8 350,000 350,000

Available for sale investments 9 4,854,426 2,750,722

Goodwill 174,671 -

Investment properties 10 11,048,000 13,709,279

properties under development 11 8,437,073 7,418,935

Investments in unconsolidated subsidiaries 12 2,703,614 -

Property and equipment 13 386,912 289,329

Total assets 170,833,015 180,133,703

Liabilities and Equity
Liabilities
Wakala payable 93,412,477 109,442,896

Payables and other liabilities 14 4,253,578 5,128,586

Provision for staff indemnity 719,809 512,784

98,385,864 115,084,266

Equity
Share capital 15 33,396,000 30,360,000

Share Premium 16 20,141,487 20,141,487

Statutory reserve 17 3,463,593 2,524,090

Voluntary reserve 18 2,538,621 1,882,047

Treasury shares 19 (4,573,296) (3,009,082)

Fair value reserve 10,229 (49,717)

Employees share purchase reserve 350,280 261,320

Retained earnings 17,035,687 12,939,292

Equity attributable to equity holders  
of the Parent Company 72,362,601 65,049,437

Minority interest 84,550 -

72,447,151 65,049,437

Total liabilities and equity 170,833,015 180,133,703

Nabeel Ahmed Ameen 

Chairman and Managing Director 

The accompanying notes form an integral part of these consolidated financial statements.



(All amounts are in Kuwaiti Dinar unless otherwise mentioned)

Annual Report 2007Al Madar Finance and Investment Company K.S.C. (Closed) and its subsidiaries - State of Kuwait 27

Consolidated statement of income 
for the year ended 31 December 2007

Notes 2007 2006

Income

Finance revenue 12,272,082 11,197,488

Investment income 20 3,082,769 3,824,044

Investment services revenues 334,077 956,655

Properties revenue 21 5,218,705 2,341,854

Other income 727,178 110,455

21,634,811 18,430,496

Expenses and other charges

General and administrative expenses 22 3,777,684 3,511,885

Wakala costs 8,428,144 7,395,893

12,205,828 10,907,778

Profit for the year before (KFAS), (NLST), 
Zakat and Directors’ fees 9,428,983 7,522,718

Kuwait Foundation for the Advancement of Sciences (84,555) (67,705)

National Labor Support Tax (“NLST”) (221,727) (179,670)

Zakat 23 (5,569) -

Board of Directors’ remuneration (42,000) (36,000)

Profit for the year 9,075,132 7,239,343

Attributable to :

Equity holders of the Parent Company 9,041,174 7,239,343

Minority interest 33,958 -

9,075,132 7,239,343

Earnings per share attributable to equity holders  
of the Parent Company 24 27.76 26.79

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows 
for the year ended 31 December 2007

Notes 2007 2006

Operating activities
Profit for the year 9,075,132 7,239,343

Adjustment for

Depreciation 105,394 70,035

Wakala costs 8,428,144 7,395,893
Change in fair value of investments at fair value through 

statement of income
(262,669) (3,032,705)

Profit on sale of investment properties (1,039,283) (1,146,085)

Profits on sale of property under development (914,241) -

Profit on sale of property held for trading, (38,978) -

Increase in fair value of investment properties (2,412,660) (833,414)

Provision for doubtful debts 120,734 842,720

Dividends (586,961) (335,920)

Provision for staff indemnity 221,359 257,762

Employees’ share purchase plan cost 88,960 88,960

Changes in operating assets and liabilities 12,784,931 10,546,589
Investments at fair value through statement	  

of income
(1,560,235) (4,421,032)

Account receivables and other assets 13,339,880 (48,097,261)

Property held for trading - (3,191)

Payables and other liabilities (876,074) 188,085

Cash from/(used in) operations 23,688,502 (41,786,810)
Zakat paid (282,929) (376,068)

Payment of staff indemnity (14,334) (16,698)

Net cash from/(used in) operation activities 23,391,239 (42,179,576)

Investing activities
Purchase of property and equipments (203,668) (232,085)

Proceeds on disposal of property and equipment 691 -

Goodwill (174,671) -

Purchase of properties under development (4,369,562) (3,986,368)

Proceeds from sale of properties under development 5,235,293 -

Purchase of investments available -for- sale (2,103,732) (268,999)

Proceeds from sale of investments held for sale 59,974 6,667

Proceeds from sale of property held for trading 359,113 -

Purchase of investments in unconsolidated subsidiaries (2,703,614) -

Purchase of investment properties (5,133,949) (5,035,527)

Proceeds from sale of investment properties 10,277,543 5,394,320

Dividend received 586,961 335,920

Net cash from/(used in) investing activities 1,830,379 (3,786,072)

Financing activities
Purchase of treasury shares (1,564,214) (3,176,453)

Proceeds from sale of treasury shares (29,773) 153,439

Wakala payable (16,029,353) 44,675,001

Wakala costs paid (8,428,144) (5,068,283)

Net cash (used in) / from financing activities (26,051,484) 36,583,704

Net decrease in cash and equivalents (829,866) (9,381,944)
Effect of change in minority interest 50,592 -

Cash and cash equivalent at beginning of the year 3,576,664 12,958,608

Cash and cash equivalent at end of the year 4 2,797,390 3,576,664

The accompanying notes form an integral part of these consolidated financial statements.
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Notes to the consolidated financial statements 
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1.	 Incorporation and principal activities

Al Madar Finance and Investment Company K.S.C (Closed) (“the Parent Company”), is a closed 

shareholding company incorporated on 23 November 1998 in accordance with the Commercial 

Companies Law in the State of Kuwait. The Parent Company was listed on the Kuwait Stock Exchange 

and is governed under the directives of the Central Bank of Kuwait.

The group comprises the Parent Company and its subsidiaries. Details of the subsidiaries are set out 

in Note 3.

The Parent Company is principally engaged in the following activities in compliance with the 

Islamic Sharia as follows: investment in all types of movables, lending, finance of international 

trade operations, ownership; sale and purchase of real estate and lands and development thereof, 

management of third party properties and providing investment and financial services.

The Company’s shares have been listed in the Kuwait Stock Exchange since 20 June 2005.

The address of the Parent Company’s registered office is P.O. Box, 1376, Safat 13014, State 

of Kuwait.

During the period ended 31 December 2007, The Investment Dar Company K.S.C. (Closed) (formerly 

the ultimate Parent Company) has sold its total share (65.95%) to Istihwaz Holding Company (the 

ultimate Parent Company).

The consolidated financial statements of Almadar Finance and Investment Company K.S.C (Closed) 

and its subsidiaries (“the Group”) for the year ended 31 December 2007 were authorized for issue 

by the Parent Company’s board of directors on 13 March 2008 and are subject to the approval of 

the Annual General Assembly of the shareholders. The shareholders of the Parent Company have the 

power to amend these consolidated financial statements at the Annual General Assembly.
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2.	 SIGNIFICANT ACCOUNTING POLICIES

2.1	 Basis of preparation

The consolidated financial statements have been prepared in accordance with the regulations of 

the Government of Kuwait for financial services institutions regulated by the Central Bank of 

Kuwait. The consolidated financial statements have been prepared in accordance with International 

Financial Reporting Standards (IFRS) except for the International Accounting Standard (IAS): (39): 

requirement for collective provision, which has been replaced by the Central Bank of Kuwait’s 

requirement for a minimum general provision as described under the accounting policy for 

impairment of financial assets.

The consolidated financial statements are prepared on the historical cost basis except for measurement 

at fair value of investments at fair value through statement of income, available for sale investments 

and investment properties.

The consolidated financial statements have been presented in Kuwaiti Dinars which is the functional 

currency of the parent company.

The principal accounting policies are discussed below:

The group has adopted IFRS 7 Financial Instruments: Disclosures and the amendments to IAS 1: 

Presentation of Financial Statements effective for year ended 31 December 2007 which has resulted 

in amended and additional disclosures relating to financial instruments and associated risks and 

capital management.

The accounting policies are consistent with those used in the previous year and the principal 

accounting policies are set out below.
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2.2	 Principles of Consolidation

The consolidated financial statements comprise the financial statements of the Parent Company and 

its subsidiaries (the Group). 

Subsidiaries are those enterprises controlled by the Parent Company. Control exists when the Parent 

Company has the power, directly or indirectly, to govern the financial and operating policies of 

a subsidiary so as to obtain benefits from its activities. The financial statements of subsidiaries, 

other than those which are held with a view to disposal within twelve months are included in 

the consolidated financial statements on a line by line basis from the date that control effectively 

commences until the date that control effectively ceases. Intra-group balances and any unrealised 

gains and losses or income and expenses arising from intra-group transactions, are eliminated in 

preparing the consolidated financial statements. Consolidated financial statements are prepared 

using uniform accounting practices for like transactions and events in similar circumstances.

Minority interests represent the portion of profit or loss and net assets not held by the Group and are 

presented separately in the consolidated statement of income and within equity in the consolidated 

balance sheet, separately from parent shareholders’ equity.

2.3	 Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the purchase method. The 

cost of the business combination is measured as the aggregate of the fair values (at the date of 

exchange) of assets given, liabilities incurred or assumed, and equity instruments issued by the 

group in exchange for control of the acquiree, plus any costs directly attributable to the business 

combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the 

conditions for recognition under IFRS 3 Business Combinations are recognised at their fair values 

at the acquisition date.
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Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the 

excess of the cost of the business combination over the group’s interest in the net fair value of the 

identifiable assets, liabilities and contingent liabilities recognised. If, after reassessment, the Group’s 

interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities 

exceeds the cost of the business combination, the excess is recognized immediately in the statement 

of income.

The interest of minority shareholders in the acquiree is initially measured at the minority’s proportion 

of the net fair value of the assets, liabilities and contingent liabilities recognised.

2.4	 Investments

Investments at fair value through statement of income

Investments at fair value through statement of income are initially recognised at fair value, excluding 

transaction costs. These investments are either “held for trading” or “designated”.

Held for trading investments are acquired principally for the purpose of selling or repurchasing it 

in the near term or are a part of a portfolio of identified financial instruments that are managed 

together and for which there is evidence of a recent actual pattern of short term profit taking.

Designated investments are investments which are designated as investments at fair value through 

statement of income on initial recognition if such designation eliminates or significantly reduces 

a measurement or recognition inconsistency that would otherwise arise or, if they are managed 

and their performance is evaluated and reported internally on a fair value basis in accordance with 

documented risk management or investment strategy.
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2.4.1	 Investments at fair value through statement of income (continued)

After initial recognition, investments at fair value through statement of income are remeasured at fair 

value. Gain or loss arising either from the sale or changes in fair value of “investments at fair value 

through statement of income” are recognised in the consolidated statement of income.

All unquoted investments that do not have a quoted market price in an active market and whose fair 

value cannot be reliably measured, are measured at cost. Management does not have indicators that 

the investments are increased or impaired.

2.4.2	 Available for sale investments

Available for sale investments are financial assets that are not held as investments at fair value 

through statement of income and which may be sold in response to need for liquidity or changes in 

yield rate.

Available for sale investments are initially recognised at fair value plus transaction costs that are 

directly attributable to the acquisition.

After initial recognition, available for sale investments are remeasured at fair value except for 

investments in equity securities that do not have a quoted market price in an active market and 

whose fair value cannot be reliably measured, which are measured at cost.

Unrealized gain or loss on remeasurement of available for sale investments to fair value is recognised 

directly in equity in “fair value reserve” account until the investment is derecognised or determined 

to be impaired, at which time the cumulative gain or loss previously recognised in equity is recognised 

in the consolidated statement of income.

Exchange gain or loss on monetary available for sale investments is recognised in the consolidated 

statement of income.
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2.4.3	 Fair values

For investments traded in organised financial markets, fair value is determined by reference to stock 

exchange quoted market bid prices at the close of business on the balance sheet date.

For investments where there is no quoted market price, a reasonable estimate of fair value is 

determined by reference to the current market value of another instrument which is substantially the 

same, or is based on the valuation techniques commonly used by market participants.

2.4.4	 Trade and settlement date accounting

All “regular way” purchases and sales of financial assets are recognised on the trade date, i.e. the 

date that the entity commits to purchase/sell the asset. Regular way purchases or sales are purchases 

or sales of financial assets that require delivery of assets within the time frame generally established 

by regulation or convention in the market place.

2.5	 Wakala payables

Wakala payables are measured at cost.

2.6	 Cash and cash equivalents

Cash and cash equivalent comprises of cash on hand, current accounts with bank and short term 

deposits with an original maturity of three months or less.

2.7	 Receivables

Receivables are recognized at fair value.
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2.8	 Derecognition of financial assets and financial liabilities

	 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 where:

•	 the rights to receive cash flows from the asset have expired, or

•	 the group retains the right to receive cash flows from the asset, but has assumed an obligation to pay 

them in full without material delay to a third party under a ‘pass through’ arrangement, or the group 

has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially 

all the risks and rewards of the asset, or (b) 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 and has neither 

transferred nor retained substantially all 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. 

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.

	 Financial liabilities

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 de-recognition of the original liability and the recognition 

of a new liability.
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2.9	 Murabaha investment

Murabaha is an Islamic transaction involving the purchase and immediate sale of asset at cost plus 

an agreed profit. The amount due is settled on a deferred payment basis. Where the credit risk of the 

transaction is attributable to a bank, the amount due is classified as a Murabaha investment. Where 

the credit risk is attributable to a party other than a bank, the amount due is classified as a murabaha 

receivable. Murabaha receivables which arise from the group’s financing of long-term transactions on 

an Islamic basis are classified as Murabaha receivables originated by the Group and are carried at the 

principal amount less provision for credit risks to meet any decline in value. Third party expenses such 

as legal fees, incurred in granting a Murabaha are treated as part of the cost of the transaction.

All murabaha investments are recognized when the legal right to control the use of the underlying 

asset is transferred to the customer.

2.10	 Impairment of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence 

that a specific financial asset, or a group of similar assets, may be impaired. If such evidence exists, 

the estimated recoverable amount of that asset is determined based on the net present value of 

future cash flows, discounted at original interest rates and any impairment loss is recognised in the 

consolidated statement of income.

In addition, in accordance with the Central Bank of Kuwait instructions, a minimum general provision 

of 1% on cash facilities and 0.5% on non-cash facilities, net of certain restricted categories of 

collateral, not subject to specific provision, is provided.

The provision for impairment of loans and advances also covers losses where there is objective 

evidence that probable losses are present in components of the loans and advances portfolio at 

the balance sheet date. These have been estimated based on the historical patterns of losses in 

each component, the credit ratings allocated to the borrowers and reflecting the current economic 

environment in which the borrowers operate.

A loss is recognised in the consolidated statement of income when a financial asset is impaired. In 

respect of available for sale investments, any increases in fair value subsequent to an impairment loss 

is recognised directly in equity.
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2.11	 Investment properties

Investment properties are initially recorded at cost. After initial recognition, investment properties are 

re-measured and carried at fair value on an individual basis based on an annual external valuation 

by an independent real estate assessor. Any gain or loss arising either from a re-measurement at fair 

value or sale is included in the consolidated statement of income.

2.12	 Real estate properties under development

Land and properties under development are stated at cost. On completion of the development, they 

are reclassified either as investment properties, land and properties held for trading or as property, 

plants and equipment based on the management intention toward the future usage of these lands 

and properties.

2.13	 Provisions

A provision is recognized in the balance sheet when the Group has a legal or constructive obligation 

as a result of a past event, it is probable that an outflow of economic benefits will be required to 

settle the obligation and a reliable estimate can be made of the amount of the obligation.

2.14	 Wakalah and Murabha payables

These are financial liabilities created by Murabaha and Wakalah contracts. They are recognised initially 

at fair value, net of transaction costs incurred. Murabaha and Wakalah payables are subsequently 

carried out at amortised cost using the effective yield method. Cost of Murabaha and Wakalah 

payables is expensed on a time proportion basis.

2.15	 Provision for staff indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labor Law and employee 

contracts. This liability, which is unfunded, represents the amount payable to each employee as a 

result of involuntary termination on the balance sheet date, and approximates the present value of 

the final obligation.
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2.16	 Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation and impairment 

losses. Depreciation is calculated based on the estimated useful lives of the applicable assets on a 

straight-line basis commencing when the assets are ready for their intended use. 

The estimated useful lives, residual values and depreciation methods are reviewed at each year end, 

with the effect of any changes in estimate accounted for on prospective basis. Maintenance and 

repairs, replacements and improvements of minor importance are expensed as incurred.

Significant improvements and replacements of assets are capitalised. The gain or loss arising on the 

disposal or retirement of an item of property, plant and equipment is determined as the difference 

between the sale proceeds and the carrying amount of the asset and is recognised in consolidated 

statement of income in the period in which they occur.

2.17	 Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible 

assets to determine whether there is any indication that those assets have suffered an impairment loss. 

If any such indication exists, the recoverable amount of the asset is estimated in order to determine 

the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount 

of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to 

which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, 

corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated 

to the smallest group of cash-generating units for which a reasonable and consistent allocation basis 

can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested 

for impairment annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 

use, the estimated future cash flows are discounted to their present value using a discount rate that 

reflects current market assessments of the time value of money and the risks specific to the asset for 

which the estimates of future cash flows have not been adjusted.
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If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying 

amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating 

unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying 

amount does not exceed the carrying amount that would have been determined had no impairment 

loss been recognized for the asset (cash-generating unit) in prior years.

A reversal of an impairment loss is recognised immediately in the consolidated statement of income, 

unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment 

loss is treated as a revaluation increase. 

2.18	 Goodwill

Goodwill arising on the acquisition of a subsidiary or a jointly controlled entity represents the excess 

of the cost of acquisition over the Group’s interest in the net fair value of the identifiable assets, 

liabilities and contingent liabilities of the subsidiary or jointly controlled entity recognised at the date 

of acquisition. Goodwill is initially recognised as an asset at cost and is subsequently measured at cost 

less any accumulated impairment losses. 

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating 

units expected to benefit from the synergies of the combination. Cash-generating units to which 

goodwill has been allocated are tested for impairment annually, or more frequently when there is an 

indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is 

less than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying 

amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the 

basis of the carrying amount of each asset in the unit.
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2.19	 Foreign currency translation

Foreign currency transactions are recorded in Kuwaiti Dinar at the rate of exchange ruling at the date 

of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated 

at the rate of exchange ruling at the balance sheet date. Exchange differences arising on settlement 

or translation of monetary items are taken to the consolidated statement of income. Non-monetary 

items carried at fair value that are denominated in foreign currencies are translated at the rates 

prevailing on the date when the fair value was determined. Non-monetary items that are measured 

in terms of historical cost in a foreign currency are not retranslated. Translation differences on non-

monetary items such as equity investments which are classified as investments at fair value through 

statement of income are reported as part of the fair value gain or loss. Translation differences on non-

monetary items such as equity investments classified as available for sale investments are included in 

“fair value reserve” in the consolidated statement of changes in equity.

2.20	 Share-based payments

Equity-settled share-based payments to employees are measured at the fair value of the equity 

instrument at the grant date. 

The fair value determined at the grant date of the equity-settled share-based payments is expensed 

on a straight-line basis over the vesting period, based on the group’s estimate of shares that will 

eventually vest.

The fair value of the employee services received in exchange for the grant of options or shares is 

recognised as an expense, together with a corresponding increase in equity. The total amount to be 

expensed over the vesting period is determined by reference to the fair value of the options or shares 

on the date of grant. .



42

Notes to the consolidated financial statements 
for the year ended 31 December 2007

(All amounts are in Kuwaiti Dinar unless otherwise mentioned)

Annual Report 2007   Al Madar Finance and Investment Company K.S.C. (Closed) and its subsidiaries - State of Kuwait

2.21	 Revenue recognition

Murabaha, musawama, wakala and ijara income are recognised on a time proportion basis to achieve 

a fixed rate of return from the outstanding balances of such transactions. 

Operating lease income is recognised on a straight-line basis over the lease term.

Dividend income is recognized when right to receive payment is established. 

Revenue from sale of land and real estate is recognised on the completion of the sale contract. 

Management fees are recognised when earned. 

2.22	 Treasurey shares

Treasury shares consist of the Group’s own shares that have been issued, subsequently reacquired by 

the Group and not yet reissued, sold or cancelled. No gain or loss is recognized in the consolidated 

statement of income on the purchase, sale, issue or cancellation of the treasury shares. Consideration 

paid or received is directly recognized in equity. When the treasury shares are sold, gains are credited 

to a separate account in shareholders’ equity (treasury shares reserve) which is not distributable. Any 

realized 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 and then to reserves. 

Gains realized subsequently on the sale of treasury shares are first used to offset any previously 

recorded losses in the order of reserves, retained earnings and treasury shares reserve account. No 

cash dividends are paid on these shares. The issue of bonus shares increases the number of treasury 

shares proportionately and reduces the average cost per share without affecting the total cost of 

treasury shares.

2.23	 Related party transactions

Related parties consist of directors, executive officers, their close family members and companies of 

which they are principal owners.

All related party transactions are conducted on an arm’s length basis and are approved by 

management.
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2.24	 Fiduciary assets

Assets held in trust or fiduciary capacity are not treated as assets of the Group and accordingly they 

are not included in these consolidated financial statements.

2.25	 Dividends

Dividends are recognised as a liability in the Group’s consolidated financial statements in the period 

in which the dividends are approved by the shareholders.

2.26	 Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing products 

or services, business segment or providing products or services within a particular economic 

environment, geographical segment, where it is subject to risks and rewards that are different from 

other segments.

2.27	 Significant accounting judgements and estimation uncertainty

	 Accounting judgements

In the process of applying the Group’s accounting policies, management has used judgements in the 

consolidated financial statements.

	 Impairment of investments

The Group treats available for sale investments as impaired when there has been a significant or 

prolonged decline in the fair value below its cost. The determination of what is “significant” or 

“prolonged” requires significant judgement. In addition, the Group also evaluates among other 

factors, normal volatility in the share price for quoted investments and the future cash flows and the 

discount factors for unquoted investments. 
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	 Investment classification

Management decides on acquisition of an investment whether it should be classified as held for 

trading, at fair value through statement of income, or available for sale.

Classification of investments as investment at fair value through statement of income depends on 

how management monitor the performance of these investments.

Classification of investments as investments at fair value through statement of income depends on 

how management monitors the performance of these investments. When they are not classified 

as held for trading but have readily available reliable fair values and the changes in fair values are 

reported as part of income statement in the management accounts, they are classified as at fair value 

through statement of income. All other investments are classified as available for sale.

	 Classification of investment property

The Group decides on acquisition of a real estate property whether it should be classified as trading, 

property held for development or investment property.

The Group classifies property as trading property if it is acquired principally for sale in the ordinary 

course of business.

The Group classifies property as property under development if it is acquired with the intention of 

development. The Group classifies property as investment property if it is acquired to generate rental 

income or for capital appreciation, or for undetermined future use.

	 Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the 

balance sheet 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:
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	 Impairment loss of investment in Murabah

The Group reviews Murabaha investments on a quarterly basis to assess whether a provision for 

impairment should be recorded in the consolidated statement of income. Considerable judgement 

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.

	 Valuation of unquoted equity investments

Valuation of unquoted investments equity instruments is normally based on one of the following 

recent arm’s length market transactions:

•	 current fair value of another instrument that similar or current.

•	 The expected cash flows discounted at current rates applicable for items with similar terms and risk 

characteristics.

•	 other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments requires 

significant estimation.

2.28	 Future changes in accounting policies

The following standards have been issued but are not yet effective and applicable to the group. These 

standards have not been applied in these financial statements. The group intends to comply with 

these standards from the effective dates.

IFRS 8 ‘Operating Segments’ which replaces IAS 14 ‘Segment Reporting’is effective for annual periods 

beginning on or after 1 January 2009. This standard would amend the disclosures of the Group’s 

operating segments, products, services and geographical areas in which it operates.

IAS 1 ‘Presentation of Financial Statements’ (revised) effective for the accounting periods beginning 

on or after 1 January 2009 would impact the presentation of the financial statements to enhance the 

usefulness of the information presented.
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3.	 Subsidiaries

Country of 
incorporation

% of Holding
Principle 
activity

Al-Shomoukh Al Arabi for General Trading and 
Contracting Co. (W.L.L)

Kuwait 100%
General 
trading and 
contracting

Dar Al-Thuraya Real Estate Co. (K.S.C.C) Kuwait 100% Real estate

Pack & Move Company for General Trading & 
Contracting W .L.L.

Kuwait 90% Transportation

4.	 Cash and cash equivalents

2007 2006

Cash on hand 6,790 5,607

Cash at a bank 2,790,600 3,571,057

2,797,390 3,576,664

Cash at bank represents balances and current accounts on call.

5.	 Investments at fair value through statement of income

2007 2006

Held for trading 11,902,018 12,672,898

Financial investments at fair value through statement of income 36,738,410 34,144,626

48,640,428 46,817,524

Investments at fair value through statement of income

Investment in quoted local shares 15,768,925 16,106,340

Investment in unquoted local shares 29,274,781 27,722,402

Investment in quoted foreign shares 67,245 77,574

Investment in unquoted foreign funds 2,114,961 2,054,900

Investment in unquoted local funds 1,414,516 856,308

48,640,428 46,817,524
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6.	 Account receivables and other assets

2007 2006

Trade receivables 78,089,655 93,329,645

Provision for doubtful debts (2,414,968) (2,294,234)

75,674,687 91,035,411

Sale of financial and real estate investments receivable 4,028,462 7,246,470
Prepayment for purchase of financial investments and investment 
properties

6,184,483 2,311,946

Forward deals receivables 3,128,991 2,135,087

Investment in subsidiary under establishment 500,000 -

Accrued revenues 102,281 983,459

Employee receivables 32,770 18,547

Kuwait Clearing Company receivables 1,403,279 1,026,318

Prepaid expenses 90,449 76,360

Other debit balances 295,099 67,517

91,440,501 104,901,115

An analysis of provision for doubtful debts is as follows:

2007 2006

Specific provision 1,057,242 1,402,035

General provision 1,357,726 892,199

2,414,968 2,294,234

The above analysis of general and specific provisions is made according to Central Bank of Kuwait 

instructions. According to CBK instructions, a 1% general provision is made for all financial assets 

which are not subject to specific provisions after disposal of fixed repayment guarantee. According 

to IAS (39), a provision for doubtful debts is made to cover any impairment of any financial assets 

generated by the Group when there is an impairment in estimated cash flows can be measured.

	 Movement in the allowance for doubtful debts:

2007 2006

Balance at beginning of year 2,294,234 1,451,514

Increase/(decrease) in allowance Recognized in statement of income 120,734 842,720

Balance at end of the year 2,414,968 2,294,234
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7.	 Property held for trading

2007 2006

Balance at beginning of the year 320,135 316,944

Addition - 3,191

Cost of sale of properties (320,135) -

Balance at end of the year - 320,135

8.	 Investment in murabaha

Investment in Murabaha represents Murabaha at local banks maturing within more than three 

months. The effective interest rate on these Murabah was 8.4% as at 31 December 2007.

9.	 Available for sale investments

2007 2006

Investments in unquoted local shares (at cost) 1,583,376 486,875

Investments in unquoted foreign shares (at cost) 3,271,050 2,263,847

4,854,426 2,750,722

Movement on available for sale investments represent:

2007 2006

Balance at beginning of the year 2,750,722 2,538,107

Additions 2,103,732 268,999

Deletions (28) (6,667)

Change in fair value - (49,717)

Balance at end of the year 4,854,426 2,750,722

Available for sale investments, after deduction of impairment provision amount of KD 2,319,884 (31 

December 2006: KD 1,869,884) to meet the impairment of investments in unquoted foreign shares 

amounted to KD 3,698,839 which are the subject matter of legal suits



Notes to the consolidated financial statements 
for the year ended 31 December 2007

(All amounts are in Kuwaiti Dinar unless otherwise mentioned)

Annual Report 2007Al Madar Finance and Investment Company K.S.C. (Closed) and its subsidiaries - State of Kuwait 49

Movement on impairment provisions was as follows:

2007 2006

Balance at beginning of the year 1,869,884 1,869,884

Charge for the year 450,000 -

Balance at end of the year 2,319,884 1,869,884

10.	 Investment properties

2007 2006

At fair value

Balance at beginning of the year 13,709,279 15,070,313

Additions through subsequent expenditure 5,133,949 5,257,432

Disposals (9,238,260) (6,350,705)

Net increase in fair value adjustments 2,412,660 833,414

Transfers to properties under development (969,628) (1,101,175)

Balance at end of the year 11,048,000 13,709,279

The fair value of the Group’s investment properties at 31 December 2007 has been arrived at on 

the basis of a valuation carried out by independent valuers who are not related to the Group. The 

valuation was arrived at by reference to market evidence of transaction prices for similar properties. 

11.	 Properties under development

2007 2006

Cost

Beginning of the year 7,418,935 2,331,392

Additions 4,369,562 3,986,368

Disposals (4,321,052) -

Transfers from investment properties 969,628 1,101,175

Balance at end of the year 8,437,073 7,418,935

This represents properties under establishment and includes all expenditure incurred at the date	

under establishment account. 
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12.	 Investments in unconsolidated subsidiaries

Shareholding 
(%) 2007 2006

Medical Madar for general trading  
& contracting (W.L.L) 100% 250,000 -

Althuraya Star for general trading  
& contracting (W.L.L.) 100% 250,000 -

Al Aula Holding Company 100% 41,071 -

Al Murooj Gulf Trading (LLC) 57% 12,543 -

The Eastern Madar for general trading  
company (WLL) 100% 150,000 -

The Western Madar for general trading  
& contracting company (WLL) 100% 150,000 -

The Middle Madar for general trading  
& contracting (WLL) 100% 150,000 -

The Southern Madar for general trading  
company (WLL) 100% 150,000 -

Almoa’tamed Madar for general trading  
& contracting company 100% 150,000 -

Zahrat Almuden Alarabia for general trading (WLL) 100% 150,000 -

Golden Madar Real Estate Company (closed) 100% 250,000 -

Althuraya for warehousing & cold storage (closed) 100% 1,000,000 -

2,703,614 -

The financial statements of the subsidiaries are not consolidated in the year ended 31 December 

2007, since the Company’s management believes it is not material to the financial statements of 

the Group.
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13.	 Property and equipment

Furniture, 
equipment 

and
Vehicles

Computers
Work in 
progress

Total

Cost

Balance at 1 January 2006 176,130 134,857 4,600 315,587

Additions 21,541 43,339 167,205 232,085

Disposals (11,155) - - (11,155)

Balance at 1 January 2007 186,516 178,196 171,805 536,517

Additions 128,128 25,046 50,494 203,668

Disposals (2,057) - - (2,057)

Balance at 31 December 2007 312,587 203,242 222,299 738,128

Accumulated depreciation and 
impairment

Balance at 1 January 2006 94,291 94,017 - 188,308

Charge for the year 21,675 48,360 - 70,035

Relating to disposals (11,155) - - (11,155)

Balance at 1 January 2007 104,811 142,377 - 247,188

Charge for the year 53,479 51,915 - 105,394

Relating to disposals (1,366) - - (1,366)

Balance at 31 December 2007 156,924 194,292 - 351,216

Carrying amount

at 31 December 2007 155,663 8,950 222,299 386,912

at 31 December 2006 81,705 35,819 171,805 289,329

Depreciation rate 33% 20% - -



52

Notes to the consolidated financial statements 
for the year ended 31 December 2007

(All amounts are in Kuwaiti Dinar unless otherwise mentioned)

Annual Report 2007   Al Madar Finance and Investment Company K.S.C. (Closed) and its subsidiaries - State of Kuwait

14.	 Payables and other liabilities

2007 2006

Trade payables 761,717 2,253,203

Accrued Expenses 761,615 384,090

Purchase of land payable 958,571 2,159,725

Due to unconsolidated subsidiaries 1,417,824 -

Due to Kuwait Foundation for Advancement of Sciences 84,555 67,705

NLST payable 221,727 179,670

Zakat payable 5,569 -

Directors’ remuneration payable 42,000 36,000

Other - 48,193

4,253,578 5,128,586

15.	 Share capital

The general assembly meeting and the extraordinary general assembly meeting held on 29 April 

2007 approved the increase of the Parent Company’s share capital from KD 30,360,000 to KD 

33,396,000 through issue of bonus share 10% of the capital (10 shares for each 100 shares) 

equivalent to 30,360,000 shares for the shareholders registered at the date of the Parent Company’s 

general assembly meeting. Thus the Parent Company’s share capital is KD 33,396,000 divived into to 

333,960,000 shares each of 100 fils (31 December 2006: KD 30,360,000, divived into 303,600,000 

shares with par value 100 fils per share).

Movements in issued capital shares during the year were as follows:

2007 2006

Balance of share capital issued as at 1 January 30,360,000 25,300,000

Bonus Shares 3,036,000 5,060,000

Balance of share capital issued as at 31 December 33,396,000 30,360,000
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16.	 Share Premium

During the year, 30,360,000 shares were issued - which resulted into capital increase amounting to 

KD 33,396,000 .

The share premium account is not available for distribution among shareholders.

17.	 Statutory reserve

In accordance with the Kuwait Commercial Companies’ Law of 1960 and the Parent Company’s 

articles aof association, as amended, 10% of the profit for the year is required to be transferred to 

the statutory reserve until the reserve totals 50% of the paid up share capital. 

Distribution of the statutory reserve is limited to the amount required to enable the payment of a 

dividend of 5% of paid-up share capital to be made in years when retained earnings are not sufficient 

for the payment of a dividend of that amount.

18.	 Voluntary reserve

As required by the Parent Company’s Articles of Association, a percentage of the net profit for the 

year is required to be transferred to the voluntary reserve as proposed by the board and agreed by the 

general assembly. This transfer may be discontinued as per a resolution from the general assembly.

19.	 Treasury shares

2007 2006

Number of shares (No.s) 10,688,213 4,581,000

Percentage of issued shares 3.20% 1.51%

Market value (KD) 3,153,022 1,557,540

Reserves of the Parent Company equivalent to the cost of treasury shares have been earmarked as	

non-distributable.
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20.	 Income from investments

2007 2006

Profit on sale of available for sale investments 7,190 496,308

Profit / (loss) on sale of investments at fair value  
through statement of income

2,225,949 (70,389)

Increase in fair value of investments at fair value  
through statement of income

262,669 3,032,705

Dividend income 586,961 335,920

Profit on sale of investment in subsidiary - 29,500

3,082,769 3,824,044

21.	 Income on properties

2007 2006

Profit on sale of investment properties 1,039,283 1,146,085

Profit on sale of property under development 914,241 -

Profit on sale of property held for trading, 38,978 -

Increase in fair value of investment properties 2,412,660 833,414

Rental income 813,543 362,355

5,218,705 2,341,854

22.	 General and administrative expenses

2007 2006

Staff cost 1,882,541 1,562,064

Provision for doubtful debts 585,014 842,720

Depreciation 88,673 70,035

Others 1,221,456 1,037,066

3,777,684 3,511,885
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23.	 Zakat

In accordance with the Law No.46 of 2006 concerning Zakat, 1% of the Group’s taxable income has 

been provided for in respect of Zakat with effect from 10 December 2007.

24.	 Earnings Per Share (EPS)

Earnings per share is calculated as follows:

Earnings per share is calculated as follows:

2007 2006

Profit for the year attributable to equity holders  
of the Parent Company 9,041,174 7,239,343

Number of shares:

Weighted average number of paid up shares 333,960,000 300,058,210

Weighted average number of treasury shares (8,313,194) (29,901,900)

Weighted average number of outstanding shares 325,646,805 270,156,310

Earnings per share attributable to the equity holders  
of theParent Company 27.76 26.79
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25.	 Related parties transactions

Related parties represent associated companies, major shareholders, directors and key management 

personnel of the Group, and entities controlled or significantly influenced by the Parent Company.

Pricing policies and terms of these transactions are approved by the Group’s management. Related 

parties transactions are as follows:

Parent 

Company

Directors 

and key 

management

Other 

related 

parties
Total
2007

Total

2006

Consolidated balance sheet

Investments at fair value through 

Statement of income
5,612,650 - - 5,612,650 -

Due to 3,184,902

(“The current ultimate Parent 

Company”)
5,646,477 - - 5,646,477 102,398,636

current balances - - 8,172,951 8,172,951 -

Consolidated statement of income

Senior management remuneration 42,000 - - 42,000 36,000

Finance revenues - - 123,822

Wakala costs due to the current 

ultimate Parent Company
156,000 - - 156,000 6,341,986
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26.	 Share-based payments

The Annual General Assembly of the shareholders held on 18 April 2004 approved an Employee 

Share Option Purchase Scheme (“the Scheme”). In accordance with the Scheme, on 14 December 

2004 (“the Grant date”), the Parent Company issued 3 million shares, to employees with a par value 

of 100 fils per share at a price of 111 fils per share. The fair value of share was 250 fils. The shares 

vest as follows:

•	 20% vest after one year of the Grant date.

•	 40% vest after three years of the Grant date.

•	 40% vest after five years of the Grant date.

During the period ended 31 December 2007, the Group accounted for share based payment expenses 

amounting to KD 88,960 . This amount has been recognised as staff expense with a corresponding 

credit to equity. This includes an amount of KD 26,688 relating to Chairman and Managing Director 

of the Parent Company.
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29.	 Proposed dividend

Subject to the requisite consent of the relevant authorities and approval from the general assembly, 

the board of directors propose to distribute 10% cash dividend (10 fils for each share) and 10% 

Bonus shares (10 shares for 100 shares) to the shareholders of record as of the date of the general 

assembly

The Annual General Assembly of the shareholders’ held on 23 April 2007, approved the financial 

statements for the year ended 31 December 2006 and cash dividend of 100 fils.

30.	 Financial risk and capital management

a)	 Capital risk management

The Group’s objectives when managing capital are to safeguard the group’s ability to continue as 

a going concern, so that it can continue to provide returns for shareholders and benefits for other 

stakeholders and to provide an adequate return to shareholders by pricing products and services 

commensurately with the level of risk.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure 

and makes adjustments to it in the light of changes in economic conditions and the risk characteristics 

of the underlying assets. In order to maintain or adjust the capital structure, the Group may adjust 

the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell 

assets to reduce debt.
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b)	 Credit risks

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and 

cause the other party to incur a financial loss. The Group’s credit policy is monitored on an ongoing 

basis. The Group seeks to avoid undue concentration of risks with individuals or group of customers 

in specific locations or business through diversification of lending activities and btaining the suitable 

guarantees when appropraite . 

c)	 Foreign exchange risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes 

in foreign exchange rates. Management believes that there is minimal risk of significant losses 

due to exchange rate fluctuations and consequently the group does not hedge foreign currency 

exposure. At 31 December 2007, the Group had the following significant exposures denominated 

in foreign currencies:

2007 2006

USD 17,642 61,935

The tables below analyzes the effect of a 5% strengthening in value of the currency rate against the 

Kuwaiti Dinar from levels applicable at 31 December 2007, with all other variables held constant on 

the income statement and equity, while a positive amount reflects a net potential increase.

2007 2006

Currency

Change in 
currency rate 

in %
Effect on  
net profit

Effect on  
net profit

USD +5 882 3,097
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e)	 Equity price risk

Equity price risk is the risk that the value of financial instruments will fluctuate as a result of changes 

in equity prices. Financial instruments, which potentially subject the Group to equity price risk, consist 

principally of investments at fair value through statement of income, available for sale investments 

and investment in an associate. The Group manages this risk by diversifying its investments on the 

basis of the pre-determined asset allocations across various categories, continuous appraisal of market 

conditions and trends and management estimate of long and short term changes in fair value.

The following table demonstrates the sensitivity of the changes in fair value to reasonably possible 

changes in prices, with all other variables held constant. The effect of decreases in equity prices is 

expected to be equal and opposite to the effect of the increases shown.

Change 
in equity 

price

Effect 
on profit 

before 
KFAS, NLST, 

Zakat & 
Directors’ 

fees
Effect on 

equity

Change 
in equity 

price

Effect 
on profit 

before 
KFAS, NLST, 

Zakat & 
Directors’ 

fees
Effect on 

equity

2007 2007 2007 2006 2006 2006

Kuwait +5% (11,233) 18,684 +5% (75,147) 221,612

Egypt +5% - - +5% - -

GCC +5% - 6,189 +5% - 5,703

USA +5% 57 319 +5% 66 120

Other +5% - 244 +5% - 719
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f)	 Fair value of financial instruments

The fair value is the amount for which an asset could be exchanged or a liability settled, between 

knowledgeable, willing parties in an arm’s length transaction. Underlying the definition of fair value is 

the presumption that the Group is a going concern without any intention or need to liquidate, curtail 

materially the scale of its operations or undertake a transaction on adverse terms. As at the balance 

sheet date, the fair value of the Group’s financial assets, and financial liabilities were not materially 

different from their carrying values.

31.	 Comparative figures

Where necessary certain comparative figures have been reclassified to conform to the current year’s 

presentation.




