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Vision

Mission

Yiaco Medical is the First Choice Full service trading partner of leading Manufacturers of Health Care 
Products, capitalizing on our Strong GCC Base and tapping International opportunities.
We serve governments, Public/Private institutions and Patients with our Health Care products and 
services. We always strive for High Quality and Innovation.

1. To make YIACO active on the entire range of Health Servicse from Agency Business to Patient Treatment.

2. To strive for optimal solutions and excellence in whatever we do.

3. To look at excellence as a process, rather than a fixed state, resulting in constant change and adapting to it.

4. To work towards change and new market opportunities to be transformed into positive bottom line for

 our partners.

5. To govern our relationships with Fairness and have them quality-oriented.

6. To generate maximum value in long-term business for our customers.

7. To treat others the same way we would want others to treat us.

8. To strive to be the best of the best, but to terminate our efforts when the attainment of the goal

 becomes unrealistic.

9. To work as a team with a long-term vision.

10. Main mission is always to be in number One position.
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Overview

YIACO is fully committed to the modern healthcare system in Kuwait and abroad; and through this commitment, it 

has gained the privilege of delivering intelligent and economic solutions to the medical profession and the public. 

This commitment is not only evident in its ability to equip entire hospitals and research centers from the ground 

up, but also in its solid financial holdings and family of professional and qualified employees.

By listing the company in Kuwait Stock Exchange, Yiaco has entered a new phase from being a private company 

to a public company. With the ensuing changes, YIACO is financially empowered to meet the continuing challenges 

of globalization, ensuring a future growth and continued commitment to the medical and scientific communities.

It has over 700 full-time professional employees, all with proven track records in their respective fields, many of 

whom are Physicians, Paramedics, Technicians, Pharmacists and PH.D.-holders. YIACO advocates exchange of 

knowledge with the international community through conferences, workshops, conventions, lectures and seminars 

both in Kuwait and abroad. This allows YIACO to stay abreast and inform the medical community of the latest 

medical innovations and research findings throughout the global healthcare network.

YIACO is composed of three main departments that cater to the various Hospitals, Pharmacies, Health Care 

Centers, and private clinics throughout Kuwait. Its business is conducted through each department and the 

respective staff of Biomedical Engineers and marketing personnel. 

YIACO Medical also has an effective distribution and delivery network that is second to none. 
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1. Hearing the Report of the Board of directors for the Financial Year ended 31.12.2008, discussing and approving the same.  

2. Hearing and approval of the Independent Auditor’s Report for the Financial Year ended 31.12.2008.

3. Discussing and approval of the Balance Sheet and Income Statement of the Company for the Financial Year 

ended 31.12.2008. 

4. Approving the recommendation of the Board of Directors to remunerate the Members of the Board of Directors 

for the Financial Year ended 31.12.2008. 

5. Approving the Company’s dealing with related parties. 

6. Approving on the Board of Directors’ recommendation not to distribute profit for the Financial Year ended 31.12.2008.

7. Release the Members of the Board of Directors from obligations pertaining to their legal actions for the Financial 

Year ended 31.12.2008.

8. Appoint or re-appoint the Company’s Accounts Auditors for the Financial Year ended 31.12.2008 and authorize 

the Board of Directors to determine their Fees. 

9. Approving the Board of Directors’ recommendation to suspend deduction for the optional reserve up to a certain percentage.

Agenda Of the Ordinary General Assembly
For the Financail Year ended 31/12/2008
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Dear shareholders,
It is the pleasure of the members of the Board of directors to welcome you and present the annual report, 
which mentions the key activities of the company for the financial year ended 2008, as well as the auditors’ 
report, inclusive of the consolidated income statement, the consolidated balance sheet, consolidated cash flow  
statement, consolidated statement of changes in equity and the notes to the financial statements.

Performance Overview:
The company had a good performance in 2008 and stayed focused on its tasks of cushioning the effects of the 
global economic crisis in order to mitigate its effects on the overall profitability. The core of its business remains 
plotted on investment, the import and marketing of medicine and dental equipment, and medical centers and 
pharmacies in the State of Kuwait.

The global financial crisis has taken toll on the economies of the region and, certainly, the Kuwait economy as well. 
Investments have suffered substantial impairments and write-downs in the value of assets also affected many, if 
not all, sectors of the economy. Yiaco Medical Company was not an exception, even though its investments are 
considered long-term.

YIACO was able to improve on its performance through its strategy, which was continuously monitored in order 
to respond to the changes in the market. Also, the company mustered enough financial strength and stability 
to establish a satisfactory level of liquidity essential to cushion the serious effects of the financial crisis. These 
circumstances offer vistas of opportunities for the company in the coming years.

Report of the Board of Directors
For the Financial Year ended 31.12.2008
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Report of the Board of Directors (continued)
For the Financial Year ended 31.12.2008

1) Profit and Loss Statement
In 2008, the operating profit reached KD 3,785,899 in comparison with KD 2,901,804 for 2007. On the other 
hand, the net profit was KD 792,109 in 2008, as against KD 2,290,834 for 2007. Below are the comparative net 
income figures.

Schedule (1)

Statement 2008 2007  Variance (KD)  Variance (%)

Sales 54,079,909 48,251,294 5,828,615 +12%

Gross profit 14,731,502 12,032,081 2,699,421 +22%

Operating profit 3,785,899 2,901,804 884,095 +30%

Net profit 792,109 2,290,834 (1,498,722) -65%

Earning per share 4.72 13.80 (9.08) -65%

The decrease in the net profit of YIACO was largely caused by the decrease in the value of some assets invested 
in portfolios and investment funds, as well as the decrease in the value of receivables from commercial debtors. 
These assets were revalued in accordance with the international financial reporting standards. The following charts 
show certain financial indicators:

As shown by the charts, gross revenue increased which led to the increase in shareholders’ equity. The following 
are some financial indicators:

- YIACO Medical Company achieved an increase in sales by 12% to reach KD 54.080 million, in comparison with

  KD 48.251 million during the same period in 2007.

- Gross Profit was up by 22% to reach KD 14.7 million in 2008 as compared to KD 12 million in 2007.

- Operating Profit increased to KD 3.8 million to post an increase of 30% from the 2007 figure of KD 2.9 million.

- Earnings per share was lower at 4.72 fils in 2008 as against 13.8 fils in 2007.
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Report of the Board of Directors (continued)
For the Financial Year ended 31.12.2008

2) Balance sheet as at 31 December 2008
Total assets reached KD 49,823,076 as against KD 45,312,580 at the end of 2007. The total shareholders’ equity 
amounted to KD 22,743,170, in comparison with KD 22,007,776 during the financial year 2007. The following 
charts show certain financial indicators:

- Total assets reached KD 49.8 million in 2008 to register an increase of 10% as against KD 45.3 million in 2007.

- Return on assets in 2008 was also lower at 1.6% compared to 5% in 2007.

- Shareholders’ equity amounted to KD 22.7 million to show an increase of 3.4% from the 2007 figure of KD 22 million.

- Return on equity was down to 3.5% in 2008 while it was 10.4% in 2007.

Credit facilities

The ratio of the total loan financing to total liabilities is 42%. The company has preserved the loan financing ratio 
at KD 9.580 million, while the total shareholders’ equity reached KD 22.743 million.

The company finances its loan and interest obligations through its operating profit. Likewise, the company is 
managing its conventional loans and is working to restructure the long-term loans into Islamic credit facilities. 
The company’s sharia’h supervisor is reviewing the investment contracts and agreements that were made by the 
company to ensure that they would be in accordance with the principles of Islamic Sharia’h Law. The Sharia’h 
supervisor give the company 3 years to change it’s all operation to islamic sharia’h law.

The company has the required liquidity to continue with its role of creating value that will provide adequate cash 
flow to cover operating expenses, interest on loan and repayment of long-term debts as well.

Company’s strategy during the financial year 2009

One of the most important undertakings of the company in 2009 is strategy implementation, which includes 
following through the growth path, improving performance, and focusing on the prospects of increasing profitability. 
The company is also striving to expand its presence in the local market by developing new services through 
foreign agencies and new technologies according to the needs of the Kuwaiti community.

Undistributed profits for the financial year ended 31/12/2008

The Board of Directors recommends to the general assembly not to distribute any dividend from the profit for 
the year 2008 since the company is believed to require liquidity to address the effects of the global financial 
crisis during 2009. Said liquidity is also intended to help in settling the financial commitments to foreign and local 
suppliers in view of increased sales and marketing and other activities of the company, while offering facilities to 
the agents and clients of the company.
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Report of the Board of Directors (continued)
For the Financial Year ended 31.12.2008

Performance of YIACO Medical Company:
During 2008, the company undertook organizational restructuring and, as a result, hired new employees in 
accordance with the professional qualifications required by company standards. This was done to support the 
continuous growth of its operations and increase its competitiveness in the field of medical services. The company 
has given utmost attention to improving the operations in order to increase efficiency. This required tremendous 
and continuous effort on the part of the management during 2008.

The company also acquired new international agencies. This was achieved with the cooperation of a foreign 
consultancy company. Most of the personnel also participated in determining the objectives, growth and directions 
of the company. It has reviewed its activities and made very important decisions that improved performance and 
efficiency.

The company is also aiming at achieving its objectives by initiating manpower training programs. This is an 
investment in human resource which is in accordance with the objectives and policies of developing the skills of 
those working in the company.

Finally, the Board members would like to express their gratitude and appreciation to all those working in the 
company, for their hard work and sincere efforts aimed at achieving improvements and advance company interest. 
The Board also thanks all the sister and subsidiary companies for their continuous support and cooperation. Also 
the Board would like to express its deepest gratitude to the shareholders for bestowing their trust, confidence and 
support upon the company and its management.

Best Regards

Hamed Ahmed Hamada
Chairman and Managing Director
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Independent auditors’ report

To the shareholders of
YIACO Medical Company – KSC (Closed)
Kuwait

Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of YIACO Medical Company- KSC (closed) 
(the “parent company”) and its subsidiaries (together the “group”), which comprise the consolidated balance 
sheet as at 31 December 2008 and the consolidated income statement, consolidated cash flow statement and 
consolidated statement of changes in equity 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 consolidated 
financial statements in accordance with International Financial Reporting Standards. 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 International Standards on Auditing. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements 
are free from material misstatement.
 
We did not audit the financial statements of Al Kamal Import and Marketing Company – WLL and Universal Industrial 
Medical Company – E.S.C. Those financial statements have been audited by other independent auditors whose 
audit report thereon has been furnished to us and our report, in so far as it relates to the amounts included for 
these subsidiaries, is based solely on the report of other auditors. The total assets and profits of these subsidiaries 
included in these consolidated financial statements are KD 3,459,693 (2007: KD 3,360,809) and KD 255,132 
(2007: KD 241,277) respectively.

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 auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the consolidated financial statements in order to design audit procedures that 
are appropriate in circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’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. 

Al Aiban, Al Osaimi & Partners
P.O. Box 74 Safat, 13001 Safat, Kuwait
Baitak Tower, 18-21st Floor, Safat Square
Ahmed Al Jaber Street
Tel:   2245 2880/2295 5000
Fax:  2245 6419
Email: kuwait@kw.ey.com

Auditors & Consultants
 Souq Al Kabeer Building - Block A   9th Floor
Tel: (965) 2244 3900-9
Fax: (965) 2243 8451
P.O. Box 2986, Safat 13030, Kuwait
E-mail: gt@gtkuwait.com
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Independent auditors’ report (continued)

Opinion
In our opinion, based on our audit and the reports of other independent auditors, the consolidated financial 
statements present fairly, in all material respects, the financial position of the group as at 31 December 2008, and 
the results of its financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards. 

Report on Other Legal and Regulatory Requirements
Furthermore, in our opinion proper books of account have been kept by the parent company and the consolidated 
financial statements, together with the contents of the report of the board of directors relating to these consolidated 
financial statements, are in accordance therewith. We further report that we obtained all the information and 
explanations that we required for the purpose of our audit and that the consolidated financial statements incorporate 
all information that is required by the Commercial Companies Law of 1960, as amended, and by the parent 
company’s articles of association, that an inventory was duly carried out and that, to the best of our knowledge 
and belief, no violations of the Commercial Companies Law of 1960, as amended, nor of the parent company’s 
articles of association have occurred during the year that might have had a material effect on the business of the 
parent company or on its financial position.

WALEED A. AL OSAIMI
LICENCE NO. 68-A

OF ERNST & YOUNG

ABDuLLAtIf M. AL-AIBAN (CPA)
(LICENCE NO. 94-A)

OF GRANT THORNTON 
AL-QATAMI, AL-AIBAN & PARTNERS

31 March 2009

Kuwait
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Consolidated income statement
year ended 31 December 2008

Notes 2008 2007

KD KD

Sales 54,079,909 48,251,294

Cost of sales (39,348,407) (36,219,213)

Gross profit 14,731,502 12,032,081

Other income 3 765,621 581,777

Selling and distribution costs (2,821,378) (2,369,931)

Administrative expenses (8,889,846) (7,342,123)

3,785,899 2,901,804

Dividend income 101,000 110,445

Share of results of associates 14 235,773 -    

Unrealised (loss)/gain on investments at fair value through income statement (735,718) 24,000

Impairment of accounts receivable 18 (1,515,444) -    

Impairment of goodwill 13 (135,293) -    

Impairment of investment in associates 14 (12,500) -    

Finance costs 4 (766,998) (470,955)

Management fees 5 (43,697) (132,892)

Income taxes (82,781) (103,200)

Profit before Directors’ fees, contribution to Kuwait foundation for the 
Advancement of Sciences (KfAS), National Labour Support tax (NLSt) 
and Zakat 830,241 2,329,202

Directors’ fees (5,000) (7,500)

Contribution to KFAS 6 (4,995) (20,842)

NLST 7 (20,098) (8,639)

Zakat 7 (8,039) (1,387)

Profit for the year 8 792,109 2,290,834

Attributable to:

Shareholders of the parent company 778,786 2,277,366

Minority interest 13,323    13,468

792,109 2,290,834

BASIC AND DILutED EARNINGS PER SHARE 9 4.72 fils 13.80 Fils

The attached notes 1 to 31 form an integral part of these consolidated financial statements.
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Consolidated balance sheet
year ended 31 December 2008

Notes 2008 2007
KD KD

Assets
Non-current assets
Property, plant and equipment 10 8,485,605 7,933,041
Inventory assigned to customers 11 359,584 715,762
Intangible assets 12 -    86,824
Goodwill 13 -    135,293
Key money 12 71,333 107,200
Investment in associates 14 5,374,152 12,500
Investments at fair value through income statement 15 1,618,782 2,354,500
Available for sale investments 16 117,600 5,255,979
 16,027,056 16,601,099
Current assets
Inventories 17 16,263,847 11,701,486
Accounts receivable and prepayments 18 15,970,235 15,568,027
Bank balances and cash 19 1,561,938 1,441,968

33,796,020 28,711,481
total assets 49,823,076 45,312,580
Equity and liabilities
Equity
Share capital 20 16,500,000 15,000,000
Statutory reserve 21 2,035,247 1,953,555
Voluntary reserve 21 120,622 120,622
General reserve 21 637,472 637,472
Foreign currency translation reserve 80,372 108,994
Retained earnings 3,280,482 4,083,388
Equity attributable to the shareholders of the parent company 22,654,195 21,904,031
Minority interest 88,975 103,745
total equity 22,743,170 22,007,776
Non-current liabilities                                                    
Murabaha payable 23 509,500 1,026,867
Employees’ end of service benefits 24 1,036,089 931,827

1,545,589 1,958,694
Current liabilities
Bank overdrafts 19 5,695,170 864,788
Accounts payable and accruals 25 15,068,281 14,225,042
Term loans 26 2,254,683 550,000
Murabaha payable 23 2,516,183 5,706,280

25,534,317 21,346,110
total liabilities 27,079,906 23,304,804
Total equity and liabilities 49,823,076 45,312,580

Dr. Hamed A. Hamadah
Chairman & Managing Director

The attached notes 1 to 31 form an integral part of these consolidated financial statements.
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Consolidated cash flow statement
year ended 31 December 2008

Notes 2008 2007
KD KD

OPERAtING ACtIVItIES
Profit for the year 792,109 2,290,834
Adjustments:
Depreciation and amortisation 10, 11 1,241,254 1,060,991
Share of results of associates 14 (235,773) -    
Unrealised loss/ (gain) on investments at fair value through income Statement 735,718 (24,000)
Provision for employees> end of service benefits 24 192,001 290,475
Dividend income (101,000) (110,445)
Finance costs 766,998 470,955
Impairment of accounts receivable 18 1,515,444 -
Impairment of goodwill 13 135,293 -
Impairment of investments in associate 14 12,500 -
Income taxes 82,781 103,200
Property, plant and equipment written off -    53,336 

5,137,325 4,135,346
Working capital changes;
Inventories (4,562,361) (3,339,201)
Accounts receivable and prepayments (1,917,652) (189,810)
Accounts payable and accruals 843,239 (107,817)
Cash (used in) from operations (499,449) 498,518
Employees’ end of service benefits paid 24 (87,739) (285,027)
Income taxes paid (82,781) (103,200)
Net cash (used in)/ from operating activities (669,969) 110,291

INVEStING ACtIVItIES
Purchase of property, plant and equipment (1,670,743) (538,427)
Proceeds from disposal of property and equipment 15,165 -    
Payment for key money (14,000) (38,000)
Net movement in inventory assigned to customers     356,178 378,509
Investment in subsidiary, net of cash acquired 13 -    (139,644)
Dividend received 101,000 110,445
Net cash used in investing activities (1,212,400) (227,117)

fINANCING ACtIVItIES
Finance costs paid (766,998) (470,955)
Net (payment)/ drawdown of murabaha (3,707,464) 1,618,114
Net drawdown/ (payment ) of term loans 1,704,683 (1,658,282)
Net cash used in financing activities (2,769,779) (511,123)

Exchange differences (58,264) (37,446)
Net decrease in cash and cash equivalents (4,710,412) (665,395)
Cash and cash equivalents at 1 January 19  577,180 1,242,575
Cash and cash equivalents at 31 December 19 (4,133,232) 577,180

Non-cash transaction:
Bonus Issue 22 1,500,000

        
-        

The attached notes 1 to 31 form an integral part of these consolidated financial statements.
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Notes to the consolidated financial statements
At 31 December 2008

1. CORPORATE INCORPORATION AND ACTIVITIES

The consolidated financial statements of YIACO Medical Company – KSC (Closed) (the ‘parent company’) and its 
subsidiaries (together the ‘group’) for the year ended 31 December 2008 were authorized for issue in accordance 
with a resolution of the Board of directors on 31 March 2009.

The parent company was incorporated on 15 January 1969 in Kuwait.  The group’s principal activities are the 
import and sale of medical, chemical and dental products and equipment. 

The parent company’s shares were listed on the Kuwait Stock Exchange on 7 November 2007.

The address of the parent company’s registered office is P.O. Box 435, Safat 13005, State of Kuwait.

The group mainly operates in Kuwait and Egypt.

2.1       STATEMENT OF COMPLIANCE

The consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards as issued by the International Accounting Standards Board (IASB) and the applicable requirements of 
Ministerial order No. 18 of 1960.

2.2       BASIS OF PREPARATION

The consolidated financial statements have been presented in Kuwaiti Dinar (KD), which is the functional currency 
of the parent company.

The consolidated financial statements are prepared under the historical cost convention modified to include the 
measurement at fair value of available for sale investments and investments at fair value through income statement.

The accounting policies are consistent with those used in the previous consolidated financial statements. 

2.3       BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the parent company and its subsidiaries 
as at 31 December each year. The financial statements of subsidiaries are prepared to the parent company’s 
reporting date using consistent accounting policies. Adjustments are made for non-uniform accounting policies 
that may exist.

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 an enterprise so as to obtain 
benefits from its activities. Subsidiaries are fully consolidated from the date of acquisition, being the date on which 
the parent company obtained control, and continue to be consolidated until the date that such control ceases.

The financial statements of subsidiaries are consolidated on a line-by-line basis by adding together like items 
of assets, liabilities, income and expenses. Significant inter-group balances and transactions, including inter-
company profits and unrealised profits and losses are eliminated on consolidation.
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Notes to the consolidated financial statements
At 31 December 2008

2.3       BASIS OF CONSOLIDATION (continued)
Minority interests represent the portion of profit or loss and net assets not held by the group and are presented 
in the consolidated income statement separately and within equity in the consolidated balance sheet, separately 
from the parent company shareholders’ equity.  Acquisition of minority interests are accounted for using the parent 
company extension method, whereby the difference between the consideration and the book value of the share 
of the net assets acquired is recognized as goodwill. Any amount of the cost of acquisition below the fair values of 
the identifiable net assets acquired (i.e. a discount on acquisition) is recognised directly in the consolidated income 
statement in the year of acquisition.

The consolidated financial statements include the financial statements of the parent company and the following 
subsidiaries as at 31 December:

Name of company

Country of 
incorporation

Effective interest 
in equity % as at 

31 December Principal activities

2008 2007

Al Kamal Import and Marketing 
Company – W.L.L. 

Egypt 95% 95%

Engaged in import, marketing 
and manufacturing medical 
raw material and medical and 
chemical equipment.

Universal Industrial Medical 
Company- E.S.C.

Egypt 100% 100%

Engaged in manufacturing 
laboratory chemicals, medical 
supplies, pharmaceuticals and 
children’s food and packing of the 
company’s products in Egypt.

Gulf International Company for     
Tourism W.L.L.

Kuwait 100% 100%
Engaged in providing private 
travel services. 

Al Raya Health Care Company W.L.L. Kuwait 100% 100%
Engaged in providing medical 
services.

City Medical for General Trading 
Company W.L.L.

Kuwait 100% 100%
Engaged in providing medical 
services

2.4 INTERNATIONAL ACCOUNTING STANDARDS BOARD (IASB) ISSUED BUT NOT   
 ADOPTED

IAS 1 (Revised) Presentation of Financial Statements

The revised Standard was issued in September 2007 and becomes effective for financial years beginning on 
or after 1 January 2009. The Standard separates owner and non-owner changes in equity. The consolidated 
statement of changes in equity will include only details of transactions with owners, with non-owner changes in 
equity presented as a single line. In addition, the Standard introduces the consolidated statement of comprehensive 
income: it presents all items of recognized income and expense, either in one single consolidated statement, or 
in two linked consolidated statements. The Group is still evaluating whether it will have one or two consolidated 
statements. The application of this standard will result in amendments to the presentation of the consolidated 
financial statements.
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Notes to the consolidated financial statements
At 31 December 2008

2.4 INTERNATIONAL ACCOUNTING STANDARDS BOARD (IASB) ISSUED BUT NOT   
 ADOPTED (continued)

IFRS 8 Operating Segments 

There was issued by the IASB in November 2006 and will be effective for annual periods beginning on or after 1 
January 2009. Under the requirements of the standard, the Group would be required to disclose information used 
by management internally for the purpose of evaluating the performance of operating segments and allocating 
resources to those segments.

Amendments to IAS 27 Consolidated and Separate Financial Statements and IFRS 3 Business Combinations (revised)

Amendments to IAS 27 Consolidated and Separate Financial Statements and IFRS 3 Business Combinations 
(Revised) require that a change in the ownership interest of a subsidiary (without loss of control) is accounted for 
as an equity transaction. Therefore, such transactions will no longer give rise to goodwill, nor will it give rise to a 
gain or loss. Furthermore, the amended standard changes the accounting for losses incurred by the subsidiary 
as well as the loss of control of a subsidiary. IFRS 3 Business Combinations revised issued by the IASB board in 
January 2008 which will be effective for financial years beginning on or after 1 July 2009. The standard introduces 
changes in the accounting for business combinations that will impact the amount of goodwill recognised, the 
reported results in the period that an acquisition occurs, and future reported result. The new standard may require 
changes in the way the group discloses information about its goodwill recognised during acquisition.

IAS 23 Amendment - Borrowing Costs (Revised)

A revised IAS 23 was issued in March 2007 and it becomes effective for financial year beginning on or after 1 
January 2009. The revised IAS 23 requires capitalisation of borrowing costs that are directly attributable to the 
acquisition, construction or production of a qualifying asset. The revised IAS 23 will be effective for financial years 
beginning on or after 1 January 2009. The Group has not early adopted the revised IAS 23.

Improvements to IFRSs
The IASB issued amendments to certain standards primarily with a view to removing inconsistencies and providing 
clarifications to those standards. The Group has not yet adopted the following amendments and anticipates that 
these changes will have no material effect on the financial statements. The amendment to improvement in IFRSs 
comes into effect for annual reporting periods beginning on or after 1 January 2009.

IAS 8 Accounting Policies, Change in Accounting Estimates and Errors

Clarification that only implementation guidance that is an integral part of an IFRS is mandatory when selecting 
accounting policies.

IAS 10 Events after the Reporting Period

Clarification that dividends declared after the end of the reporting period are not obligations. 

IAS 16 Property, Plant and Equipment

Replaces the term “net selling price” with “fair value less cost to sell”. The Group amended its accounting policy 
accordingly, which did not result in any change in the financial position.

IAS 18 Revenue

Replacement of the term ‘direct costs’ with ‘transaction costs’ as defined in IAS 39.
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Notes to the consolidated financial statements
At 31 December 2008

2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition
Revenue from sales of goods is recognised when the significant risks and rewards of ownership of the goods have 
passed to the buyer and the amount of revenue can be measured reliably normally on delivery to the customer.

Revenue from rendering of services, included in sales, is recognised when the outcome of the transaction can be 
estimated reliably, by reference to the stage of completion of the transaction at the balance sheet date.

Dividend income is recognised when the Group’s right to receive the dividend is established.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value.

Land is not depreciated. Depreciation is calculated on a straight-line basis over the estimated useful lives of all 
other assets as follows:

Buildings 10 - 50 years

Motor vehicles 3 years

Furniture and office equipment 6 to 10 years

Machinery and equipment 3 to 10 years

IMAGE Center 3 to 10 years

The above categories of property, plant and equipment includes buildings which are part of the Adan Hospital 
project under agreements for a period of 10 years from the date of signing of agreement.  Hence the items forming 
a part of this agreement are depreciated as follows:

- If the actual useful life of asset is less than agreement period - depreciated over its useful life.

- If the actual useful life of asset is more than agreement period - depreciated over the agreement period.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in 
circumstances indicate the carrying values 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.

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted 
for separately is capitalised and the carrying amount of the component that is replaced is written off.  Other 
subsequent expenditure is capitalised only when it increases future economic benefits of the related item of 
property, plant and equipment.  All other expenditure is recognised in the consolidated income statement as the 
expense is incurred.

Intangible assets
Intangible assets represent cost incurred on acquisition of new agencies. These are stated at cost less amortisation 
and impairment, if any. Amortisation is calculated using the straight line method over three years. 
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Notes to the consolidated financial statements
At 31 December 2008

2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Key money
Key money expense incurred in respect of new pharmacy premises is capitalised and is stated at cost less 
amortisation and impairment, if any. Amortisation is calculated using the straight-line method at rates calculated 
to write-off the expenditure over the estimated useful lives, ranging between 5 to 10 years. 

Inventory assigned to customers
The cost of certain inventory items assigned for the use of customers, less any recovery, is treated as inventory 
assigned to customers. The cost of inventory assigned to customers is charged over the period of the respective 
customer agreement. 

Business combinations and goodwill
Business combinations are accounted for using the acquisition accounting method. This involves recognising 
identifiable assets (including previously unrecognised intangible assets) and liabilities (including contingent liabilities 
and excluding future restructuring) of the acquired business at fair value.

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of an 
acquisition over the group’s share of the acquiree’s fair value of the net identifiable assets as at the date of the 
acquisition. Following initial recognition, goodwill is measured at cost less impairment losses. Any excess, at the 
date of acquisition, of the group’s share in the acquiree’s fair value of the net identifiable assets over the cost of 
the acquisition is recognised in the consolidated income statement.

Goodwill is allocated to each of the group’s cash-generating units or groups of cash generating units and is 
tested annually for impairment. Goodwill impairment is determined by assessing the recoverable amount of cash-
generating unit, to which goodwill relates. The recoverable value is the value in use of the cash-generating unit, 
which is the net present value of estimated future cash flows expected from such cash-generating unit.  If the 
recoverable amount of 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 prorated on the basis of the carrying amount of each asset in the unit. Any impairment loss recognised for 
goodwill is not reversed in a subsequent period.

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of the operations 
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.

When associates or subsidiaries are sold, the difference between the selling price and the net assets plus cumulative 
translation difference and goodwill is recognised in the consolidated income statement.

Impairment and uncollectibility of financial assets
An assessment is made at each balance sheet date to determine whether there is objective evidence that a specific 
financial asset may be impaired. If such evidence exists, any impairment loss is recognised in the consolidated 
income statement.  Impairment is determined as follows:

A) For assets carried at fair value, impairment is the difference between cost and fair value;

B) For assets carried at cost, impairment is the difference between cost and the present value of future  
 cash flows discounted at the current market rate of return for a similar financial asset;

C) For assets carried at amortised cost, impairment is the difference between carrying amount and the   
 present value of future cash flows discounted at the original effective interest rate.
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Notes to the consolidated financial statements
At 31 December 2008

2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the impairment 
losses recognised for the financial asset no longer exist or have decreased and the decrease can be related 
objectively to an event occurring after the impairment was recognised.  Except for equity instruments classified 
as available for sale, reversals of impairment losses are recognised in the income statement to the extent the 
carrying value of the asset does not exceed its amortised cost at the reversal date. Reversals in respect of equity 
instruments classified as available for sale are recognised in the fair value reserve. 

Investment in associate
The group’s investments in its associate are accounted for under the equity method of accounting. An associate 
is an entity in which the group exercises significant influence and which are neither subsidiaries nor joint ventures. 
Investments in associate is carried in the consolidated balance sheet at cost, plus post-acquisition changes in the 
group’s share of net assets of the associate, less any impairment in value. The consolidated income statement 
reflects the group’s share of the results of its associates.

Unrealised profits and losses resulting from transactions between the group and its associate are eliminated to the 
extent of the group’s interest in the associate.

The reporting dates of the associates and the group are identical or are not more than three months apart if 
different. Adjustments are made for the effect of significant transactions or events that occur between that date 
and the date of the group consolidated financial statements. The associate’s accounting policies conform to those 
used by the group for like transactions and events in similar circumstances.

After application of the equity method, the group determines whether it is necessary to recognise an additional 
impairment loss of the group’s investment in its associates. The group determines at each balance date whether 
there is any objective evidence that the investment in associate is impaired. If this is the case the group calculates 
the amount of impairment as being the difference between the fair value of the associate and the acquisition cost 
and recognises the amount in consolidated income statement.

Investments at fair value through income statement
Investments at fair value through income statement are initially recognised at fair value, excluding transaction 
costs. After initial recognition, investments are re-measured at fair value. Gains and losses arising either from sale 
or changes in fair value are recognised in the consolidated income statement.

Available for sale investments
Available for sale investments are initially recognised at cost including transaction costs.

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, less impairment, if any.

Unrealised gain or loss on remeasurement of available for sale investments to fair value is recognised directly in 
equity in the “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 income 
statement. 
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Notes to the consolidated financial statements
At 31 December 2008

2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recognition and derecognition of financial assets and liabilities
A financial asset or a financial liability is recognised when the group becomes a party to the contractual provisions 
of the instrument.  A financial asset (or where applicable a part of a financial asset or a part of group of financial 
assets) is de-recognised either when the rights to receive cash flows from the asset have expired, 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.

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, and the difference in the respective 
carrying amounts is recognised in consolidated income statement. 

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 
group commits to purchase or 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.

Offsetting
Financial assets and financial liabilities are only offset and the net amount reported in the balance sheet when there 
is a legally enforceable right to set off the recognised amounts and the Group intends to settle on a net basis.

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, as follows:

- Goods in transit.   - purchase cost incurred up to the balance sheet date.

- Goods for resale.   - on weighted average basis.

Net realisable value is based on estimated selling price less any further costs expected to be incurred on completion 
and disposal.

Accounts receivable
Accounts receivable are stated at original invoice amount less allowance for any uncollectible amounts.  An 
estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written 
off as incurred.

Cash and cash equivalents
For the purpose of consolidated cash flow statement, cash and cash equivalents consist of cash in hand, bank 
balances net of outstanding bank overdrafts. 

Accounts payable and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the 
supplier or not.  
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2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Provisions
Provisions are recognised when the group has an obligation (legal or constructive) arising from a past event, and 
the costs to settle the obligation are both probable and able to be reliably measured.

Term loans
The term loans are carried on the consolidated balance sheet at their principal amounts.  Instalments due within 
one year are shown as current liabilities. Interest is charged as an expense as it accrues, with unpaid amounts 
included in ‘accounts payable and accruals’.

Murabaha payables
Murabaha payables represent amounts payable on a deferred settlement basis for assets purchased under 
murabaha arrangements.  Murabaha payables are stated at the gross amount of the payable, net of deferred 
finance cost. Deferred finance cost is expensed on a time apportionment basis taking into account the borrowing 
rate attributable and the balance outstanding.

Employees’ end of service benefits
The group provides end of service benefits to its employees.  The entitlement to these benefits is based upon the 
employees’ final salary and length of service, subject to the completion of a minimum service period in accordance 
with relevant labour law and the employees’ contracts.  The expected costs of these benefits are accrued over 
the period of employment.

With respect to its national employees, the group makes contributions to the Public Institution for Social Security 
calculated as a percentage of the employees’ salaries. The group’s obligations are limited to these contributions, 
which are expensed when due.

Foreign currencies
The consolidated financial statements are presented in Kuwaiti Dinars, which is the parent company’s reporting currency. 

The functional currencies of the subsidiaries are Egyptian Pounds.   

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 are retranslated at the functional currency rate of exchange ruling at the balance sheet date. All 
differences are taken to profit or loss. Non-monetary items that are measured in terms of historical cost in a foreign 
currency are translated using the exchange rates as at the dates of the initial transactions. 

As at the reporting date, the assets and liabilities, both monetary and non-monetary, of foreign operations are 
translated from the functional currency into the presentation currency (Kuwaiti Dinars) at the rate of exchange 
ruling at the balance sheet date and the income statement items are translated at the average exchange rates 
for the year. The resulting exchange differences are accumulated in a separate section of equity (foreign currency 
translation reserve) until the disposal of the foreign operation.

Segmental information
 A segment is a distinguishable component of the group that is engaged either in providing products or services 
(business segment), or in providing products or services within a particular economic environment (geographic 
segment), which is subject to risk and rewards that are different from those of the other segments. 
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2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contingencies
Contingent liabilities are not recognised in the consolidated financial statements.  They 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 disclosed when an inflow of 
economic benefits is probable.

Significant accounting judgments and estimates
The preparation of consolidated financial statements in conformity with International Financial Reporting Standards 
requires management to make judgements, estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements 
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates.  The group has used judgment and estimates principally in, but not limited to, the following:

Classification of financial assets and liabilities
Management decides on acquisition of financial assets whether it should be classified as investment carried at fair 
value through income statement, or available for sale. 

The group classifies financial assets as investments carried at fair value through income statement if they are acquired 
primarily for the purpose of short term profit making.

Classification of investments as fair value through income statement depends on how management monitor the 
performance of these investments. When investments have readily available fair values and the changes in fair 
values are reported as part of profit or loss in the management accounts, they are classified as investment carried at 
fair value through income statement. All other investments are classified as available for sale.  

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

•	 recent	arm’s	length	market	transactions;
•	 current	fair	value	of	another	instrument	that	is	substantially	the	same;	
•	 the	expected	cash	flows	discounted	at	current	rates	applicable	for	items	with	similar	terms	and	risk		 	
 characteristics; or
•	 other	valuation	models.

Impairment of investments
The group treats available for sale equity investments 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 judgement.  In addition, the group evaluates other 
factors, including normal volatility in share price for quoted equities and the future cash flows and the discount 
factors for unquoted equities.  

Impairment of goodwill 
The group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the 
value in use of the cash-generating units to which the goodwill is 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.
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2.5       SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of accounts receivable
An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is no 
longer probable.  For individually significant amounts, this estimation is performed on an individual basis.  

Amounts which are not individually significant, but which are past due, are assessed collectively and a provision 
applied according to the length of time past due, based on historical recovery rates.

Impairment of inventories
Inventories are held at the lower of cost and net realisable value.  When inventories become old or obsolete, an 
estimate is made of their net realisable value.  For individually significant amounts this estimation is performed on 
an individual basis.  Amounts which are not individually significant, but which are old or obsolete, are assessed 
collectively and a provision applied according to the inventory type and the degree of ageing or obsolescence, 
based on historical selling prices.

Useful lives of property, plant and equipment
The Group’s management determines the estimated useful lives of its property, plant and equipment for calculating 
depreciation.  This estimate is determined after considering the expected usage of the asset or physical wear and 
tear.  Management reviews the residual value and useful lives annually and future depreciation charge would be 
adjusted where the management believes the useful lives differ from previous estimates.

3. OTHER INCOME
2008 2007

KD KD
Commission income 2,000   1,135
Compensation received 165,600 -   
Miscellaneous income 598,021 580,642

 765,621 581,777

4. FINANCE COSTS
2008 2007

KD KD
Bank overdrafts interest 173,683 38,730
Term loan interest 489,354 104,321
Finance cost of murabaha payables 103,961 327,904

766,998 470,955
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5 MANAGEMENT FEES
Represents management fees payable to the chairman and managing director based on 5% (2007: 5%) of the 
profit before directors’ fees, KFAS, NLST and Zakat.

6 CONTRIBUTION TO KFAS
The group has calculated the contribution to Kuwait Foundation for the Advancement of Sciences in accordance 
with the modified calculation based on the Foundation’s Board of Directors resolution, which states transfer 
to statutory reserve should be excluded from profit for the year attributable to the shareholders of the parent 
company when determining the contribution. 

7 NLST AND ZAKAT
The group has calculated the National Labour Support Tax (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 year. 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.

The group has provided for Zakat in accordance with the requirements of Law No. 46 of 2006. The zakat charge 
calculated in accordance with these requirements is charged to the consolidated income statement.

8 PROFIT FOR THE YEAR  
The profit for the year is stated after charging:

2008 2007
KD KD

Staff costs 4,970,451 4,113,125
Rent – operating leases 774,165 614,957

9 BASIC AND DILUTED EARNINGS PER SHARE
Basic and diluted earnings per share are calculated by dividing the profit for the year by the weighted average 
number of shares outstanding during the year as follows:

2008 2007
Profit for the year attributable to shareholders of the parent company  (KD) 778,786 2,277,366
Weighted average number of shares outstanding during the year 165,000,000 165,000,000
Basic and diluted earnings per share 4.72 fils 13.80 fils

The prior year comparative has been restated for the effect of bonus shares issued during the current year (Note 22).
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871,655
3,398,492

262,547
344,885

2,796,088
4,014,653

150,836
11,839,156

A
dditions

-    
70,000

118,163
-    

270,370
812,715

1,165,770
2,437,018

D
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-    
-    

(19,219)
-    

(47,349)
(21,569)

-    
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Foreign currency translation adjustm
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-    
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407,651

13,423,696

A
ccum

ulated depreciation

A
t 1 January 2008

-    
568,516

120,021
327,905

1,718,687
1,170,986

-    
3,906,115

C
harge for the year
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1,215,651
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ic benefit is no longer expected to flow
.) 
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nso
lid

ated
 financial statem

ents
A

t 31 D
ecem

ber 2008

10 
PR

O
PER

TY, PLA
N

T A
N

D
 EQ

U
IPM

EN
T (continued)

Land
B

uildings
M

otor 
vehicles

Im
age center

Furniture 
and office 

equipm
ent

M
achinery 

and 
equipm

ent

A
ssets
under 

construction
Total

K
D

K
D

K
D

K
D

K
D

K
D

K
D

K
D

C
ost

A
t 1 January 2007

872,775
3,401,470

276,007
332,447

2,729,964
3,862,054

69,546
11,544,263

A
dditions

-    
-    

104,214
12,438

113,085
238,583

95,249
563,569

D
isposals

-    
-    

(115,806)
-    

(46,661)
(85,369)

(13,959)
(261,795)

Foreign currency translation adjustm
ent

(1,120)
(2,978)

(1,868)
-    

(300)
(615)

-    
(6,881)

A
t 31 D

ecem
b

er 2007
871,655

3,398,492
262,547

344,885
2,796,088

4,014,653
150,836

11,839,156

A
ccum

ulated depreciation

A
t 1 January  2007

-    
311,519

174,872
321,168

1,457,652
732,146

-    
2,997,357

C
harge for the year

-    
257,310

44,757
6,737

292,803
517,141

-    
1,118,748

R
elating to disposals

-    
-    

(98,777)
-    

(31,687)
(77,995)

-    
(208,459)

Foreign currency translation adjustm
ent

-    
(313)

(831)
-    

(81)
(306)

-    
(1,531)

A
t 31 D

ecem
b

er 2007
-    

568,516
120,021

327,905
1,718,687

1,170,986
-    

3,906,115

N
et carrying am

ount

at 31 D
ecem

b
er  2007

871,655
2,829,976

142,526
16,980

1,077,401
2,843,667

150,836
7,933,041



YIACO MEDICAL CO. ANNUAL REPORT 200834 35YIACO MEDICAL CO. ANNUAL REPORT 200834 35

Notes to the consolidated financial statements
At 31 December 2008

11 INVENTORY ASSIGNED TO CUSTOMERS

2008 2007

KD KD

Balance as at 1 January 715,762 1,094,271

Additions during the year 14,779 118,610

Utilised during the year (370,957) (497,119)

Balance as at 31 December 359,584 715,762

12 INTANGIBLE ASSETS AND KEY MONEY  

Intangible assets Key money

2008 2007 2008 2007

KD KD KD KD

Cost

At 1 January 260,472 800,000 278,500 240,500

Additions -    -    14,000 38,000

Reversal (Note 25) -    (539,528) -    -    

At 31 December 260,472 260,472 292,500 278,500

Amortisation

At 1 January 173,648 266,999 171,300 135,706

Charge/(reversal) for the year 86,824 (93,351) 49,867 35,594

At 31 December 260,472 173,648 221,167 171,300

Net carrying amount

at 31 December -    86,824 71,333 107,200

13 ACQUISITIONS
During the previous year, the group acquired 100% ownership of Al Raya Health Care Company – WLL.  Details 
of the provisional fair value of assets and liabilities acquired on 31 May 2007 (being the date of acquisition) and 
provisional recorded in the prior year and the subsequent adjustments made during the year are as follows:

Provisional Fair 
value 2007 Adjustments 2008

KD KD KD

Property, plant and equipment 25,143 -    25,143

Bank balances and cash 10,356 -    10,356

Accounts receivable and prepayments 7,630 -    7,630

Current assets 17,986 -    17,986

Total assets 43,129 -    43,129

Term loans (8,283) -    (8,283)

Accounts payable  and accruals (20,139) -    (20,139)

Current liabilities (28,422) -    (28,422)

Provisional fair value of net assets acquired 14,707 -    14,707

Purchase consideration 150,000 -    150,000

Provisional fair value of net assets acquired (14,707) -    (14,707)

Goodwill 135,293 (135,293) -    
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13 ACQUISITIONS (continued)

2007
KD

Net cash outflow arising on acquisition:

Cash consideration paid (150,000)

Cash and cash equivalents acquired 10,356

(139,644)

The initial accounting for the above acquisition was based on provisional fair values, which were considered by 
the directors to be equal to the book value. Following the completion of formal process to asses the fair value of 
the separately identifiable assets and liabilities arising on acquisitions, no further adjustment to the provisional fair 
value has been made.

In accordance with the IAS 36 the directors reviewed the acquired goodwill for impairment and consider the 
amount to be fully impaired. Accordingly KD 135,293 has been written off to the income statement.  

14 INVESTMENT IN ASSOCIATES  
The associated companies of the group dealt within these consolidated financial statements are as follows:

Name
Country of 

incorporation 2008 2007 Activities

Al Mazaya Medical Co. – WLL Kuwait 25% 25%
Medical equipment and 

related products

Al Salam Hospital Company K.S.C (Closed) Kuwait 20% 20%
Medicines, medical equipment 

and related products

Al Salam Hospital Company K.S.C. (Closed) is a closed shareholding company registered in Kuwait and is engaged 
in providing inpatient and outpatient medical care services.

Effective from 1 January 2008, the parent company has had dual representation on the board of directors of Al 
Salam Hospital Company K.S.C. (Closed). Accordingly the investment has been transferred from available for sales 
to investment in associate since the directors consider this increased board representation to constitute significant 
influence over Al Salam Hospital Company K.S.C. (Closed). 

The movement in the carrying value of investment in associates is as follows:

2008 2007

KD KD

Opening balance 12,500 12,500

Impairment of Al Mazaya Medical Company W.L.L. (12,500) -    

Transfer from available for sale investment (Note 16) 5,138,379 -    

Share of results of associates 235,773 -    

5,374,152 12,500

The directors have transferred the investment in Al Salam Hospital Company K.S.C. (Closed) from “Available for 
Sale Investments” to “Investment in Associates” at its deemed fair value as at 1 January 2009.

The investment in Al Mazaya Medical Company W.L.L. is unquoted and it has not commenced its operations as 
at the balance sheet date. Accordingly the directors resolved to fully impair this investment. 
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14 INVESTMENT IN ASSOCIATES (Continued)

The following table illustrates summarised information of the Company’s investments in associated companies:

2008 2007

KD KD

Carrying amount of investment in associated company:

At 1 January 12,500 12,500

Write-off of Al Mazaya Medical Company W.L.L. (12,500) -    

Transfer during the year 5,138,379 -    

Share of results for the year 235,773 -    

At 31 December 5,374,152 12,500 

Aggregate of associates’ balance sheet:

Current assets 1,421,173 12,500    

Non-current assets 5,158,900 -    

Current liabilities (1,420,983) -    

Non-current liabilities (1,198,219) -    

3,960,871 12,500

Goodwill included in the associate’s carrying value 1,413,281 -    

5,374,152 12,500

Aggregate of associates’ revenue and profit:

  Revenue 3,519,868 -    

  Profit 235,773 -    

15 INVESTMENTS AT FAIR VALUE THROUGH INCOME STATEMENT   

2008 2007

KD KD

Equity securities funds 1,618,782 2,354,500

The underlying securities of the fund comprises unquoted investments, the valuation of which involves the exercise 
of judgment and is based on information available on the financial position and results of the activities of investee 
companies and information available on expected future earnings of these companies. Any recent, known, third 
party transaction prices for shares in the investee or similar companies are also taken into account.

16 AVAILABLE FOR SALE INVESTMENTS  

2008 2007

KD KD

Opening unquoted equity securities – Local 5,255,979 5,255,979

Transfer to investment in associates (Note 14) (5,138,379)  -    

Closing unquoted equity securities – Local 117,600 5,255,979

These investments are carried at cost due to the lack of other suitable methods for arriving at a reliable fair value. 
Management is not aware of any circumstances that would indicate any impairment in the value of these investments 
at the balance sheet date. 
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17 INVENTORIES  

2008 2007

KD KD

Goods in transit 321,474 541,634

Goods for resale 15,942,373 11,159,852

16,263,847 11,701,486

18 ACCOUNTS RECEIVABLE AND PREPAYMENTS  

2008 2007

KD KD

Trade accounts receivable 12,648,874 12,766,624

Amounts due from related parties (Note 28) -    303

Other receivables 413,260 649,566

Reimbursable expenses 2,416,855 1,616,697

Advance to supplier 203,854 133,021

Prepaid expenses 226,717 381,526

Staff receivables 60,675 20,290

15,970,235 15,568,027

As at 31 December 2008, trade receivables at nominal value of KD 2,022,097 (2007: KD 506,653) were impaired.

Movements in the allowance for impairment of receivables were as follows:

2008
KD

2007
KD

At the beginning of the year 506,653 429,754

Impairment of accounts receivable 1,515,444 79,288

Reversal -    (2,389)

At the end of the year 2,022,097 506,653

As at 31 December, the ageing of unimpaired trade receivables is as follows:

Total
Neither past 

due nor 
impaired

Past due but not impaired

< 60 days 60 – 90 days 90 – 120 days >120 days

KD KD KD KD KD KD

2008 12,648,874 4,609,411 5,472,273 621,085 632,525 1,313,580

2007 12,766,624 4,759,411 4,872,273 509,085 526,466 2,099,389

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable.  It is not the practice 
of the group to obtain collateral over receivables and the vast majority are, therefore, unsecured.
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19 CASH AND CASH EQUIVALENTS  
Cash and cash equivalents included in the consolidated cash flow statement comprise of the following consolidated 
balance sheet amounts:

2008 2007

KD KD

Bank balances and cash 1,561,938 1,441,968

Bank overdrafts (5,695,170) (864,788)

(4,133,232) 577,180

Bank overdrafts carry interest rate of 1.25% to 2.5% per annum over Central Bank of Kuwait discount rate (2007: 
2.75% per annum) and are unsecured.

20 SHARE CAPITAL  

Authorised,  Issued and fully paid

2008 2007

KD KD

Shares of fils 100 each 16,500,000 15,000,000

21 RESERVES
Statutory reserve
In accordance with the Commercial Companies Law and the parent company’s articles of association, 10% of 
the profit for the year before Directors’ fee, contribution to KFAS, NLST and Zakat attributable to the shareholders 
of the parent company has been transferred to statutory reserve. The shareholders of the parent company may 
resolve to discontinue such annual transfers when the reserve totals 50% of the paid up share capital.  

Distribution of the 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.

Voluntary and general reserve
The parent company has resolved to discontinue the annual transfer of 10% of the profit before Directors’ fee, 
contribution to KFAS, NLST and Zakat attributable to the shareholders of the parent company for the year to the 
voluntary and general reserves; there are no restrictions on distribution of these reserves.

22  GENERAL ASSEMBLY OF SHAREHOLDERS
The annual general assembly of the shareholders of the parent company held on 8 May 2008 approved the issue 
of 1 bonus share for every 10 shares resulting in an increase of number of shares issued by 165,000,000 and of 
share capital by KD 16,500,000. 

The annual general assembly of the shareholders held on 31 March 2009 approved the consolidated financial 
statements for the year ended 31 December 2008.
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23 MURABAHA PAYABLE  
Murabaha payable represents the value of commodities purchased on a deferred settlement basis and carries 
effective profit payable rates ranging from 8% to 9.5% (2007: 8% to 8.5%) per annum. The murabaha is payable 
on different dates ending 31 May 2015 and are secured over property, plant and equipment and inventories with 
net book value of KD 620,062 (2007: KD 586,016). Amounts payable within the next twelve months are shown 
as current liability.

24 EMPLOYEES’ END OF SERVICE BENEFITS 
Movements in the provision recognised in the consolidated balance sheet are as follows:

2008 2007

KD KD

Provision as at 1 January 931,827 926,379

Provided during the year 192,001 290,475

Payments during the year (87,739) (285,027)

1,036,089 931,827

25 ACCOUNTS PAYABLE AND ACCRUALS

2008 2007

KD KD

Trade payables 11,786,932 10,786,654

Amounts due to related parties  (Note 28) 168,306 35,135

Other payables 854,919 897,936

Accrued expenses 977,395 972,971

Agency liabilities 275,104 260,471

Advances from customers 1,005,625 1,271,875

15,068,281 14,225,042

In 2006 the group indirectly entered into agency agreements to sell certain medical brands in Kuwait. These licences 
were recorded as intangible assets. Because of legal claims regarding the scope of agency rights obtained, the 
directors recognised an agency liability, based on legal advice, for the licences at the same time as recognising 
the intangible asset. The valuation of the intangible asset was based on this advice. During the previous year, KD 
539,528 of agency liabilities have been adjusted against intangible assets (Note 12) following a favourable court 
verdict which revised the agency liability to the amount actually payable.

26 TERM LOANS  
Term loans represent loans payable to local banks.  The loans carry interest at an average rate of 2.5% per annum 
over Central Bank of Kuwait discount rate (2007: 7.75% per annum) on the utilized portion and are unsecured. 
The loans are payable on dates ending on 30 September 2009.  

27 CONTINGENCIES AND CAPITAL COMMITMENTS   
At 31 December 2008 the group had contingent liabilities in respect of outstanding letters of guarantees arising 
in the ordinary course of business amounting to KD 2,583,320   (2007: KD 3,558,851). The group had capital 
commitments in respect of commitments to invest in available for sale securities amounting to KD Nil (2007: KD 
315,000) and in respect of pharmacies KD Nil (2007: KD 70,686).
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28 RELATED PARTY TRANSACTIONS 
Related parties represent major shareholders, 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.

Transactions with related parties included in the consolidated income statement are as follows:

2008 2007

KD KD

Management fees 43,697 132,892  

Amounts due from and due to relate parties are disclosed in Notes 18 and 26 respectively.

Compensation of key management personnel

The remuneration of directors and other members of key management during the year were as follows:

2008 2007

KD KD

Short-term benefits 147,000 98,312

Employees’ end of service benefits 78,771 210,889

Management fees 124,413 140,392

350,184 449,593

29 SEGMENTAL INFORMATION
The group’s primary basis of segment reporting is by business segments, which consist of medical and related 
activities and investments.

An analysis of gross income, total assets, total liabilities and net assets employed in respect of each of these 
segments is as follows:

Medical and 
related activities Investment total

KD KD KD

At 31 December 2008

Segment revenue 54,079,909 (668,180) 53,411,729

Segment profit from continuing operations 1,417,705 (668,180) 749,525

Unallocated expenses -    -    (29,580)

Profit for the year -    -   719,945

Total assets 42,746,004 7,077,072 49,823,076

Total liabilities (27,079,906) -    (27,079,906)

Net assets employed 15,666,098 7,077,072 22,743,170

Capital expenditure -    -    -    
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29 SEGMENTAL INFORMATION (continued)

Medical and 
related activities Investment total

KD KD KD

At 31 December 2007

Segment revenue 48,251,294 134,445 48,385,739

Segment profit from continuing operations 2,194,757 134,445 2,329,202

Unallocated expenses -    -    (38,368)

Profit for the year -    -    2,290,834

Total assets 37,689,601 7,622,979 45,312,580

Total liabilities (23,304,804) -    (23,304,804)

Net assets employed 14,384,797 7,622,979 22,007,776

Capital expenditure 70,686 315,000 385,686

The group reports its secondary segmental information according to geographical location of its customers and 
assets, as follows:

Kuwait Egypt total

KD KD KD

At 31 December 2008

Segment revenue 49,370,163 4,041,560 53,411,723

Total assets 46,363,383 3,459,693 49,823,076

Total liabilities 25,453,999 1,625,907 27,079,906

Capital expenditure -    -     -    

At 31 December 2007

Segment revenue 44,094,848 4,290,891 48,385,739

Total assets 41,951,771 3,360,809 45,312,580

Total liabilities 22,090,853 1,213,951 23,304,804

Capital expenditure 385,686 -          385,686

30 RISK MANAGEMENT 

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 and each individual within the group is accountable for the risk exposures relating to his or 
her responsibilities. The group is exposed to credit risk, liquidity risk, medical risk and market risk, the latter being 
subdivided into interest rate risk, foreign currency risk and equity price risk. It is also subject to operating risks. 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.

Maximum risk concentration 
Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in 
the same geographic region, or have similar economic features that would cause their ability to meet contractual 
obligations to be similarly affected by changes in economic, political or other conditions.  Concentrations indicate the 
relative sensitivity of the group’s performance to developments affecting a particular industry or geographic location.
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30 RISK MANAGEMENT (continued)

Credit risk
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 is exposed to credit risk on its bank balances, accounts receivables and 
certain other assets reflected in the consolidated balances sheet.

The Group seeks to limit its credit risk with respect to customers by setting credit limits for individual customers 
and monitoring outstanding receivables.  The maximum exposure is the carrying amount as disclosed in Note 18.  
The Group seeks to limit its credit risk with respect to banks by only dealing with reputable banks.  

The group sells its products to a large number of customers. Receivable from Governmental bodies are 55% of 
outstanding trade accounts receivable at 31 December 2008 (2007: 40%).

With respect to credit risk arising from the other financial assets of the group, including bank balances and cash, 
the group’s exposure to credit risk arises from default of the counterparty, with a maximum exposure equal to the 
carrying amount of these instruments.

Liquidity risk
Liquidity risk is the risk that the group will encounter difficulty in raising funds to meet commitments associated 
with financial instruments.

The group limits its liquidity risk by ensuring bank facilities are available. The group’s terms of sales 
require amounts to be paid within 45-90 days of the date of sale.  Trade payables are normally settled 
within 60 to 90 days of the date of purchase. The maturity profile is monitored by the group’s management 
to ensure adequate liquidity is maintained.

The table below summarises the maturities of the group’s undiscounted financial liabilities at 31 December 2008, 
based on contractual payment dates and current market interest rates.

31 December 2008
On 

demand
Less than
3 months

3 to 12 
months

1 to 5
years

> 5 years total

Term loans -    -    2,390,625 -    -    2,390,625

Murabaha payable -    130,448 2,516,838 502,891 107,838 3,258,015

Accounts payable and accruals 3,161,948 9,756,995 1,284,290 682,524 182,524 15,068,281

Bank overdraft -    -    5,968,750 -    -    5,968,750

Total 3,161,948 9,887,443 12,160,503 1,185,415 290,362 26,685,671

Commitments -    -    -    -    -    -    

31 December 2007
On 

demand
Less than
3 months

3 to 12 
months

1 to 5
years

> 5 years total

Term loans -    -    581,969 -    -    581,969

Murabaha payable -    102,372 5,706,648 1,078,973 216,301 7,104,294

Accounts payable and accruals 3,025,651 9,206,995 1,364,090 511,878 116,428 14,225,042

Bank overdraft -    -    940,457 -    -    940,457

Total 3,025,651 9,309,367 8,593,164 1,590,851 332,729 22,851,762

Commitments -    -    - 315,000 -    315,000
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30 RISK MANAGEMENT (continued)

Medical risk
The group is exposed to medical risk from the running of the clinics and pharmacies. The medical risk is managed 
by engagement of qualified medical staff and adequate coverage under medical Mal-Practise insurance as part 
of risk management control.

Market risk
Market risk is defined as the risk of losses in the value of on-or-off balance sheet financial instruments caused by 

a change in market prices or rates, (including changes in interest rates, equity price and foreign exchange rates).

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 industry concentration, a continuous appraisal of 
market conditions and trends and management’s estimate of long and short term changes in fair value.

Interest rate risk 
Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the fair 
values of financial instruments.

The group is exposed to interest rate risk on its interest bearing liabilities (bank overdrafts, term loans, murabaha 
payables, amount due to related party).  The interest rates are disclosed in Note 19, 23, 25 and 28.

The risk is managed by the group by maintaining an appropriate mix between fixed and floating rate. 

The following table demonstrates the sensitivity of the profit for the year and equity to reasonably possible changes 
in interest rates, with all other variables held constant.

There is no impact on the group’s equity. 

Increase/decrease in basis points Effect on profit for the year KD     

2008

KD 100(+/-) 109,755

2007

KD 100(+/-) 62,148

Equity price risk
Equity price risk arises from changes in the fair values of equity investments. Equity price risk is managed by 
the finance department of the parent company. The unquoted equity price risk exposure arises from the group’s 
investments classified as fair value through income statement or available for sale. 

The effect of change in the fair value of quoted equity instruments at the balance sheet date due to a reasonable 
possible change in the equity indices, with all other variables held as constant, is not significant.

The group also has unquoted investments carried at cost where the impact of changes in equity prices will only 
be reflected when the investment is sold or deemed to be impaired, when the consolidated income statement will 
be impacted.
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30 RISK MANAGEMENT (continued)

Currency risk
The group incurs foreign currency risk on billings that are denominated in a currency other than the Kuwaiti Dinar.  
The group ensures that the net exposure is kept to an acceptable level, by dealing in currencies that do not 
fluctuate significantly against the Kuwaiti Dinar.

Cash and cash equivalents includes an amount of KD 113,973 (2007: KD 89,639) due in foreign currencies mainly 
in US Dollars, Great Britain Pounds, Euro and Swiss Franc.

Reimbursable expenses includes an amount of KD 2,416,855(2007: KD 1,616,697) due in foreign currencies mainly 
in US Dollars, Great Britain Pounds, Euro, Canadian dollars and Swiss Franc.

Trade accounts payable include an amount of KD 9,112,687 (2007: KD 9,153,511) due in foreign currencies 
mainly US Dollars, Great Britain Pounds, Euro, Canadian dollars, Swedish Kroner Danish Kroner and Swiss Franc.

The parent company does not hedge its net investment in foreign subsidiaries.  The carrying value of investment 
in foreign subsidiaries amounts to KD 699,238 (2007: KD 1,227,476) mainly in Egyptian pounds.

The table below indicates the group’s foreign currency exposure at 31 December, as a result of its monetary 
assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the KD currency rate 
against the foreign currencies, with all other variables held constant, on the consolidated income statement (due 
to the fair value of currency sensitive monetary assets and liabilities).

Change in currency rate by 5%

Effect on equity
Effect on profit before KFAS, 

directors’ remuneration, NLST and Zakat

2008 2007 2008 2007

KD KD KD KD

USD - - (210,486) (171,537)

Euro - - (122,890) (151,322)

GBP - - (8,229) (8,240)

CHF - - (17,028) (16,498)

SEK - - (53) (7,294)

DKK - - (44) (7,436)

Egyptian pounds 24,999 23,858 -   -   

Others - - (1256) (756)

Operational risk 
Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail 
to perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial 
loss. The group cannot expect to eliminate all operational risks, but through a control framework and by monitoring 
and responding to potential risks, the group is able to manage the risks. Controls include effective segregation of 
duties, access, authorisation and reconciliation procedures, staff education and assessment processes. 

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.  
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30 RISK MANAGEMENT (continued)

Capital Management (continued)
The group manages its capital structure and makes adjustments to it in light of changes in business conditions.  
No changes were made in the objectives, policies or processes during the years ended 31 December 2008 and 
31 December 2007.  

The group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The 
group includes within net debt, term loans, murabaha payables and trade and other payables, less cash and cash 
equivalents. Capital represents total equity attributable to equity holders.

2008 2007

KD KD

Term loans 2,254,683 550,000

Murabaha payables 3,025,683 6,733,147

Trade and other payables 15,068,281 15,156,869

Less: Cash and cash equivalents (4,133,232) (577,180)

Net debt 16,215,415 21,862,836

Total capital 22,743,170 22,007,776

Capital and net debt 38,958,585 43,870,612

Gearing ratio 42% 50%

31       FAIR VALUES OF FINANCIAL INSTRUMENTS  

Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of cash and cash equivalents, receivables and investments. Financial liabilities consist of 
term loans, murabaha payable, accounts payables and amount due to related parties. 

The fair values of financial instruments are not materially different from their carrying values except for available for 
sale investments (Note 16).


