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OUR VISION
Be the financial house of excellence
focused on facilitating the expansion and
modernization of industry in Pakistan


OUR MISSION
Play a key role in the development of industrial
and economic infrastructure of Pakistan


Develop a team of quality professionals with wide
spectrum of expertise


Maintain high standards of Corporate Governance


Provide value and optimize returns for all
our stakeholders


Pursue our corporate values
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A JOINT VENTURE


The Company is a Joint Venture between
the Governments of Pakistan and Kuwait
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DIRECTORS’ REPORT
It is our privilege to present the 30th Annual Report along with the financial statements for the year ended December 31, 2008.


FINANCIAL HIGHLIGHTS


2008 was a disappointing year for the financial sector. Our company recorded a loss before tax of PKR 4,072 million and loss
after tax of PKR 4,102 million. The balance sheet stood at PKR15,469 million as of Dec 31, 2008 as compared to PKR24,
406 million for the previous year, representing a decline of 36%, due to the impairment losses booked.


The Securities and Exchange Commission of Pakistan allowed deferment of the impairment losses, a norm followed by most
of the financial services industry. PKIC’s Board, despite the relaxation allowed by the regulator, took a more prudent approach
by recognizing the entire impairment loss in the financial year 2008.


Economic downturn, resulting in NPLs and weak investor confidence, was the main reason for the depressed financial
performance of PKIC. Low economic growth rate (FY09 expected 3.7% against an average of 7% during the period
2004-08) coupled with high inflation (FY09 expected 20% against an average of 8.32% in the period 2004-08) plagued the
performance of the financial sector. The international commodity super spike and its impact on the domestic front derailed
the growth path of the economy. The distressed economic conditions were also reflected in the country’s benchmark index,
the Karachi Stock Exchange-100 Index. The KSE-100 dropped by a massive 58.34% in CY2008, consequently a floor was
placed on the index for period of hundred and ten days to give the market some breathing space.


The IMF program coupled with SBP’s prudent policies is expected to bring discipline in all aspects of the economy, restoring
foreign investors’ confidence. Your company stands by its vision to be the financial house of excellence.


TOTAL ASSETS
(PKR million)


25,747 28,638
24,406


15,469


2008200720062005


PROFIT AFTER TAX
(PKR million)


1,897
1,210 1,743


(4,102)


2008200720062005


For the Year (PKR million) 2008 2007


Net Markup Based Income 607 608
Non Markup Income 254 1,573
Total Income 861 2,181
Admin Expenses 286 400
Profit before Provisions 575 1,781
Provisions 4,647 38
Profit Before Taxation (4,072) 1,743
Taxation 30 294
Profit After Taxation (4,102) 1,449


At Year end (PKR million) 2008 2007


Total Assets 15,469 24,406


Liabilities 7,159 11,414
Share Capital 6,000 6,000
Reserves 6,448 5,791
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OPERATIONS
Corporate Finance
Provisioning against NPLs turned the profits of the department into losses. Inflation, global recession, power shortage and
volatile raw material prices squeezed the margins of the industrial segment.


NET ASSETS
(PKR million)


6,825
5,964


4,849
3,908


2008200720062005


NET INCOME
(PKR million)


(631)


394
243


105


2008200720062005


TREASURY
The treasury serves the liquidity function of the company. The treasury has optimized its resources and significantly contributed
to the company’s bottom line.


NET ASSETS
(PKR million)


9,678


16,007


11,965


7,733


2008200720062005


NET INCOME
(PKR million)


170


441
547 519


2008200720062005


CAPITAL MARKET
Adverse economic conditions took toll on the PKIC equity portfolio. The benchmark KSE-100 fell by 58% during 2008.
The company has taken 100% impairment on its portfolio despite the relaxation given by SECP as a matter of prudence and
fair presentation of financial statements.


NET ASSETS
(PKR million)


8,543


6,241
7,243


3,384


2008200720062005


NET INCOME
(PKR million)


1,891
896


1,429


(3,693)


2008200720062005


15


Future Outlook


2009 seems to be a year of consolidation, as the economy cools down. However, there are ample opportunities in the
on-going expansion projects of some strategic sectors like Fertilizer, Power, Oil & Gas Exploration and Production. The new
government’s focus on the commodity-producing sector of the economy is expected to further boost investment in the
domestic economy.


As the banking sector is faced with challenges of minimum CAR and ADR requirements, we believe this is a good opportunity
for PKIC to capitalize.  In order to maximize shareholder return, PKIC has planned to leverage its balance sheet as well as
focusing on fee-based income. The company has targeted strategic sectors having stable demand outlook as its favored
sectors of the economy. Moreover, the company has planned to enhance its fee-based income by providing advisory services
on mergers & acquisitions, balance sheet restructuring, private equity, distressed asset sale etc. The economic slow down
presents an ideal opportunity to generate business from restructuring activities.


Risk Management Framework


PKIC fully recognizes that the risk management function is fundamental to the business of finance and is an essential element
of our banking strategy. The management has a clear understanding and appreciation of Credit, Market, Liquidity and
Operational risks and has synchronized the distinct risks into the operating parameters, in order to manage them within
acceptable limits. The approach used for risk management has taken into account the nature and size of the organization.
The management is fully cognizant to induct additional required resources and infrastructure, which can further improve the
company’s risk management capabilities.


Business Continuity Plan (BCP) at Pak-Kuwait is functional to meet the operational requirements of the company in case of a
disaster situation. The first testing of BCP cold site has been successfully carried out.


Entity & Credit Rating of Pakistan Kuwait Investment Company


The Pakistan Credit Rating Agency (PACRA) has made adjustment in the long-term entity rating of our Company to AA+
(double A plus), while maintaining the short term rating at A1+ (A one Plus). These rating imply a low credit risk along with
capacity for timely payments coupled with sovereign support. The adjustment reflects a need for improvement in the governance
framework, even though the agency ratings recognize the strong risk absorption capacity of our company.


JCR-VIS Credit rating Company has reaffirmed the medium to long term entity rating of the company at ‘AAA’ (Triple AAA)
with stable outlook. The short term entity rating has also been reaffirmed at ‘A-1+’ (A-One Plus). PKIC’s rating derives strength
from the low risk profile along with the support of the two joint ventures.


Compliance with Code of Corporate Governance


The Directors confirm the compliance of the requirements of the Code of Corporate Governance relevant for the year ended
December 31, 2008 as practicably applicable. In this connection, the compliance of relevant clauses of the code is stated below:


n These financial statements present fairly the state of affairs of the company, the result of its operations, cash flow and
changes in equity.


n The company has maintained proper books of accounts.


Investment Banking


Due to uncertain economic conditions, the investment climate remained bleak and investment banking revenues plummeted.


NET INCOME
(PKR million)


2


39


8 4


2008200720062005
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n Appropriate accounting policies have been consistently applied in preparation of financial statements and accounting
estimates are based on reasonable and prudent judgment.


n International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial statements
and any departure there from has been adequately disclosed.


n The system of internal control is sound in design and has been effectively implemented and monitored. The controls which
are in place are being continuously reviewed by the Internal Audit department and the process of review and monitoring
will continue with the object to improve further.


n All liabilities in regard to the payment on account of taxes, duties, levies and charges have been fully provided and will
be paid in due course or where claim was not acknowledged as liability the same is disclosed as contingent liabilities in
the notes to the accounts.


n There is no doubt about the company’s ability to continue as a going concern.


n There has been no material departure from the best practices of corporate governance, as detailed in the listing regulations.


n The Board of Directors and employees of the company have signed ‘Statement of Ethics and Business Practices’.


Board Meetings


Five Meetings of the Board of Directors of Pak-Kuwait were held in the year 2008 as per following schedule:


1st Meeting March 09, 2008
2nd Meeting March 30, 2008
3rd Meeting May 04, 2008
4th Meeting August 03, 2008
5th Meeting November 23, 2008


Details of Attendance are as follows:


Name of Directors Meetings Attended


Mr. Salah Al Muraikhi 5
Mr. Istaqbal Mehdi 5
Mr. Mohammad Al Hamad 5
Mr. Mohammad Saud Al-Abhoul 5
Mr. Asif Bajwa 5
Mr. Muhammad Abdullah Yusuf 5


Summarized Operating and Financial Data for the last six years


    (PKR million)


2008 2007 2006 2005 2004 2003


Paid up Capital 6,000 6,000 6,000 2,000 1,500 1,500
Reserves 2,369 6,951 5,865 8,856 7,459 6,295
Total Assets 15,469 24,406 28,638 25,747 19,508 16,554


(Loss)/Profit before tax  (4,072) 1,743 1,270 2,112 1,670 3,035
Net (Loss)/Profit after tax (4,102) 1,449 1,210 1,897 1,585 2,830
Cash Dividend -   480  364 200 420 580
Stock Dividend -   -   -   4,000 500 -
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Statement of Investments of Provident and Gratuity Funds


Investments of Provident and Gratuity Funds as at December 31, 2008 according to their respective un-audited accounts were
PKR 53.485 million and PKR 12.226 million, respectively. Investment of Provident Fund amounted to PKR 48.458 million as at
December 31, 2005 according to its audited accounts.


Auditors


Audit Committee had recommended the name of M/s. Ford Rhodes Sidat Hyder & Co Chartered Accountants, to be the auditors for
the year ending December 31, 2009, to replace M/s. KPMG Taseer Hadi & Co, Chartered Accountants who were auditors of the
Company for the last five years. Accordingly, the Board approved the recommendation of the Audit Committee and recommended
the name of M/s. Ford Rhodes Sidat Hyder & Co., Chartered Accountant for consideration and approval at the Annual General Meeting.


Acknowledgement


No institution can be successful without its people who are to be complimented for performing well under difficult circumstances.
The Board would like to place on record appreciation for the role of our staff members in their commitment and dedication to work.


We welcome Mr. Shamsul Hasan as the new Managing Director in place of Mr. Istaqbal Mehdi.


We would like to express sincere gratitude to our shareholders for having reposed confidence in us and their consistent support
and guidance during the year. We would also like to record our appreciation to the State Bank of Pakistan and the Securities and
Exchange Commission of Pakistan for their support and cooperation.


On behalf of the Board of Directors


Shamsul Hasan Salah Al Muraikhi
Managing Director Chairman


Date:  March 05, 2009
Karachi
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This statement is being presented to comply with the Code of Corporate Governance framed by the Securities & Exchange
Commission of Pakistan which was made applicable to the company through Regulation G-1 of the Prudential Regulations
for Corporate/ Commercial Banking issued by the State Bank of Pakistan.


The company has applied the principles contained in the Code in the following manner:


1. The company encourages representation of non-executive directors. At present the Board has one executive director.


2. The directors have confirmed that none of them is serving as a director in more than ten listed companies, including
this company.


3. All the resident directors of the company are registered as taxpayers and none of them has defaulted in payment of any
loan to a banking company, a DFI or an NBFI or, being a member of stock exchange, has been declared as a defaulter 
by that stock exchange.


4. During the year, two directors were replaced Mr. Muhammad Abdullah Yusuf and Mr. Shamsul Hasan replaced Mr. Ahmad
Waqar and Mr. Istaqbal Mehdi respectively as nominees of  Government of Pakistan.


5. Statement of Ethics and Business Practices has been approved and signed by the Board of Directors and also signed
by the employees of the company.


6. The Board has approved a vision / mission statement, overall corporate strategy and significant policies of the company.
A complete record of particulars of significant policies along with the dates on which they were approved or amended
has been maintained.


7. All the powers of the Board have been duly exercised and decisions on material transactions, including appointment of
the Managing Director have been taken by the Board.


8. The meetings of the Board were presided over by the Chairman. The Board met five times during the year. The minutes
of the meetings were appropriately recorded and circulated.


9. The directors’ report for the year has been prepared in compliance with the requirements of the Code and fully describes
the salient matters required to be disclosed.


10. The financial statements of the company were duly endorsed by the Managing Director and Depty General Manger before
approval of the Board.


11. The directors, Managing Director and executives do not hold any interest in the shares of the company.


12. The company has complied with all the corporate and financial reporting requirements of the Code.


13. The Board has formed an Audit Committee. All the three members of the Audit Committee  are non executive directors.


14. During the year, four Audit Committee meetings were held, which also included review of the half-yearly results and review
of the annual financial results of the company as required by the Code.


15. The Board has set-up an effective internal audit function.


STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE
GOVERNANCE FOR THE YEAR ENDED DECEMBER 31, 2008
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16. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the quality
control review programme of the Institute of Chartered Accountants of Pakistan and that the firm and all its partners are
in compliance with the International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the
Institute of Chartered Accountants of Pakistan. The auditors or any partners of the firm, their spouses or minor children
do not hold shares of the company.


17. The statutory auditors or the persons associated with them have not been appointed to provide other services except
permitted services and the auditors have confirmed that they have observed IFAC guidelines in this regard.


18. We confirm that all other material principles contained in the code have been complied.


Chief Executive


Date:  March 05, 2009
Karachi
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE
WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE
We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate Governance
prepared by the Board of Directors of Pakistan Kuwait Investment Company (Private) Limited to comply with Regulation G-1
of Prudential Regulations for Corporate / Commercial Banking issued by the State Bank of Pakistan.


The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the Company.
Our responsibility is to review, to the extent where such compliance can be objectively verified, whether the Statement of
Compliance reflects the status of the Company’s compliance with the provisions of the Code of Corporate Governance and
report if it does not. A review is limited primarily to inquiries of the Company personnel and review of various documents
prepared by the Company to comply with the Code.


As part of our audit of financial statements we are required to obtain an understanding of the accounting and internal control
system sufficient to plan the audit and develop an effective audit approach. We have not carried out any special review of
the internal control system to enable us to express an opinion as to whether the Board’s statement on internal control covers
all controls and the effectiveness of such internal controls.


Based on our review, nothing has come to our attention, which causes us to believe that the Statement of Compliance does
not appropriately reflect the Company’s compliance, in all material respects, with the best practices contained in the Code
of Corporate Governance as applicable to the Company for the year ended December 31, 2008.


Date:  March 05, 2009 KPMG Taseer Hadi & Co.
Karachi Chartered Accountants
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REPORTING ON INTERNAL CONTROL SYSTEM


It is the responsibility of the company’s management to establish and maintain an adequate and effective system of internal
control that could help in company’s endeavor to attain a professional and efficient working environment throughout the
company. The Internal Control System comprises of control procedures and control environment.


Management ensures the efficient and effective Internal Control System by identifying control objectives reviewing pertinent
policies / procedures and establishing relevant control procedures. All policies and procedures are reviewed and compared
with existing practices and necessary amendments made where required on timely basis.


Alongside this appropriate test of transactions, observation of control environment, sharing of findings of Internal Control Systems
and ensuring relevant appropriate follow-ups / corrective actions are also being done by the management on regular basis.


EVALUATION OF EXISTING INTERNAL CONTROL SYSTEMS
The company has made efforts to ensure during the year 2008 that an effective and efficient internal control system is
implemented and no compromise is made in implementing the desired control procedures and maintaining suitable control
environment in general. However, it is an ongoing process that includes identification, evaluation and management of significant
risks faced by the company.


The observations and weaknesses found and identified by the auditors, both internal and external, have been taken care of
and necessary steps have been taken by the management in the due time so as to ensure non-repetition of those exceptions
and eliminations of such weaknesses to the maximum possible level. The management has also given timely and satisfactory
response to the recommendations and suggestions made by its auditors.


We assess that the internal control system, customer services and operations have been maintained as compared to previous
year in all areas/functions of the company. Further, due attention and focus is to enhance competence level and knowledge
of the employees.


STATEMENT ON INTERNAL CONTROL


Head Internal Audit


Managing Director


Deputy General Manager


Chairman Audit Committee


Date:  March 05, 2009
Karachi
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