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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS 
 
Bahrain Tourism Company B.S.C.  
Manama 
Kingdom of Bahrain 
 
Report on the audit of the financial statements 

 
Opinion 
We have audited the accompanying financial statements of Bahrain Tourism Company B.S.C. 
(the “Company”), which comprise the statement of financial position as at 31 December 2016, the statements of profit or  
loss

 
and other comprehensive income, changes in equity and cash flows for the year then ended, and notes, comprising 

significant accounting policies and other explanatory information. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the 
Company as at 31 December 2016, and its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards (IFRS). 
 
Basis for opinion 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those 
standards are further described in the Auditors’ responsibilities for the audit of the financial statements section of our 
report. We are independent of the Company in accordance with the International Ethics Standards Board for 
Accountants Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion. 
 
Key audit matters 
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the 
financial statements for the year ended 31 December 2016. These matters were addressed in the context of our audit of 
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on 
these matters.  
 

Impairment of property plant and equipment  
(refer to note 9 in the financial statements) 
 
 
Description  How the matter was addressed in our audit 

 
 
We focused on this area because: 
 The Company’s property, plant and 

equipment make up 28% (in value ) 
of total assets and have the greatest 
impact on the Company’s operations; 
and 
  

 Challenging times for the hotel 
industry and subjective nature of 
impairment assessment.  

 
 

 
Our procedures included: 
 
With the assistance of our valuation specialists; we  
 
 Evaluated the appropriateness of the valuation methodology 

used by an independent property valuer appointed by the 

Company by comparing with observed industry practice;  

 

 Compared the value of each property to the valuation report; 

and  

 

 Assessing the qualification and experience of the independent 
property valuer. 
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Available for sale investments: Valuation and impairment of quoted equity investments 
(refer to note 6 in the financial statements) 
 

 

Description   How the matter was addressed in our audit 
 
We focused on this area because: 

 The Company’s AFS portfolio of 
quoted equity investments make up 
14% of the Company’s total assets 
(by value); and 
 

 The group makes subjective 
judgments over both timing of 
recognition of impairment and the 
estimation of the size of any such 
impairment.  
 

 
 

 We tested the valuation of the quoted equity investments by 
agreeing the prices used in the valuation to externally 
quoted prices; 
 

 Examining whether management has identified all 
investments that have experienced a decline in fair value 
below cost; 

 
 Evaluating whether Company’s application of the significant 

or prolonged test is consistent with the relevant accounting 
standard; and 

 
 Evaluating whether the Group applied the criteria to 

determine whether a decline in fair value below cost is 
significant or prolonged on a consistent basis.  

 
Other information  

The board of directors is responsible for the other information. The other information comprises the annual report but 

does not include the financial statements and our auditors’ report thereon. Prior to the date of this auditors’ report , we 

obtained the Directors’ report which forms part of the annual report, and the remaining sections of the annual report 

are expected to be made available to us after that date. 

Our opinion on the financial statements does not cover the other information and we do not and will not express any 

form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information identified 

above and, in doing so, consider whether the other information is materially inconsistent with the financial statements 

or our knowledge obtained in the audit, or otherwise appears to be materially misstated.  

If, based on the work we have performed on the other information that we have obtained prior to the date of this 

auditors’ report, we conclude that there is a material misstatement of this other information, we are required to report 

that fact. We have nothing to report in this regard. 

Responsibilities of the board of directors for the financial statements 
 
The board of directors is responsible for the preparation and fair presentation of the financial statements in accordance 
with IFRS, and for such internal control as the board of directors determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, the board of directors is responsible for assessing the Company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 
basis of accounting unless the board of directors either intends to liquidate the Company or to cease operations, or has 
no realistic alternative but to do so. 
 
Auditors’ responsibilities for the audit of the financial statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism 

throughout the audit. We also: 

 
 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 

error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. 

 
 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company’s internal control. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 

and related disclosures made by the board of directors.  

 
 Conclude on the appropriateness of the board of directors’ use of the going concern basis of accounting and, 

based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions 
that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a 
material uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures 
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are 
based on the audit evidence obtained up to the date of our auditors’ report. However, future events or 
conditions may cause the Company to cease to continue as a going concern. 

 
 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, 

and whether the financial statements represent the underlying transactions and events in a manner that 
achieves fair presentation. 

 

We communicate with the board of directors regarding, among other matters, the planned scope and timing of the audit 

and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

 

We also provide the board of directors with a statement that we have complied with relevant ethical requirements 

regarding independence, and communicate with them all relationships and other matters that may reasonably be 

thought to bear on our independence, and where applicable, related safeguards.  

 

From the matters communicated with the board of directors, we determine those matters that were of most significance 

in the audit of the financial statements for the year ended 31 December 2016 and are therefore the key audit matters. 

We describe these matters in our auditors’ report unless law or regulation precludes public disclosure about the matter 

or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report 

because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits 

of such communication.  

 
Report on other regulatory requirements 
As required by the Bahrain Commercial Companies Law, we report that:  
 

a) the Company has maintained proper accounting records and the financial statements are in agreement 

therewith;  

b) the financial information contained in the directors’ report is consistent with the financial statements;  

c) we are not aware of any violations during the year of the Bahrain Commercial Companies Law or the terms of 

the Company’s memorandum and articles of association that would have had a material adverse effect on the 

business of the Company or on its financial position; and  

d) satisfactory explanations and information have been provided to us by management in response to all our 

requests. 

 
 
The engagement partner on the audit resulting in this independent auditors’ report is Jalil AlAali. 
 
 
 
 
 
KPMG Fakhro 
Partner registration number 100 
14 February 2017 
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STATEMENT OF FINANCIAL POSITION 

as at 31 December 2016 Bahraini dinars 

 

 Note 2016  2015 

ASSETS     
CURRENT ASSETS     
Cash and bank balances   2,020,544  1,204,820 

Short-term bank deposits  6,993,483  6,646,216 
Trade receivables 4 284,733  428,599 
Inventory 5 95,641  92,269 
Prepayments and other receivables  246,514  201,404 

     

Total current assets  9,640,915  8,573,308 

     
NON-CURRENT ASSETS     
Available-for-sale investments  6 4,855,117  5,246,590 
Investment in associate company 7 7,694,862  6,995,089 
Investment property  8 898,123  949,964 
Property and equipment 9 8,846,922  15,927,566 

     

Total non-current assets  22,295,024  29,119,209 

     

TOTAL ASSETS   31,935,939  37,692,517 

     

LIABILITIES     
CURRENT LIABILITIES     
Trade payables  151,532  445,849 
Dividends payable  406,750  400,042 
Accrued expenses and other payables  10 1,831,996  838,808 

     
Total current liabilities  2,390,278  1,684,699 
     
NON-CURRENT LIABILITIES     
Provision for employees’ leaving indemnity  11 428,907  508,002 

     

TOTAL LIABILITIES  2,819,185  2,192,701 

     

     

TOTAL NET ASSETS  29,116,754  35,499,816 

 

EQUITY     
Share capital  12 7,200,000  7,200,000 
Statutory reserve  3,600,000  3,600,000 
Capital and development reserves  12,758,242  12,758,242 
Investment fair value reserve  3,891,114  4,243,606 
Retained earnings  1,667,398  7,697,968 

     

TOTAL EQUITY (page 7)  29,116,754  35,499,816 

 
 
 
 
 
 
 
 
 

      Hamed Mohd A. K. Al Awadhi                                                                  Adel Hussain Al-Maskati                        

               Chairman                                                                                              Vice Chairman                                       

 

The Board of Directors approved the financial statements consisting of pages 5 to 28 on 14 February 2017.  
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME  

for the year ended 31 December 2016                          Bahraini dinars 

 

 Note 2016  2015 

Hotel operations     

Revenue 14 6,281,704  6,946,043 

Operating costs 15 (4,931,441)  (5,182,871) 

Depreciation of hotel and conference centre 9 (1,261,654)  (1,314,437) 

Impairment on property, plant and equipment 9 (3,470,314)  - 

Write off of capital projects in progress 9 (2,429,497)  - 

     

(Loss)/profit from hotel operations  (5,811,202)  448,735 

     

INVESTMENT ACTIVITIES     

Dividend income  296,626  280,907 

Share of profit from associate 7 2,113,385  1,635,550 

Net property income  16 101,835  31,713 

Interest income  122,059  81,094 

Other income  6,720  15,091 

Provision for impairment on AFS investments  (50,000)  (69,592) 

Provision for impairment of receivables  (2,700)  (18,325) 

     

Income from investment activities  2,587,925  1,956,438 

     

Other operating expenses 17 (1,568,293)  (268,355) 

     

     

(LOSS)/PROFIT FOR THE YEAR  (4,791,570)  2,136,818 

    

 Other comprehensive income 
Items that are or may be reclassified subsequently to profit or loss: 

   

Available-for-sale investments:    
- Net change in fair value (338,880)  510,626 

Share of fair value reserve of associate (13,612)  17,077 

  
 Total other comprehensive income for the year 

 
(352,492) 

 

527,703 

  
 TOTAL COMPREHENSIVE INCOME FOR THE YEAR 

 
(5,144,062) 

 

  
2,664,521 

 

Basic and diluted earnings per share of 100 fils for the year                       (66.5) fils 29.7 fils 

 

 

 

 

 

 

      Hamed Mohd A. K. Al Awadhi                                                                  Adel Hussain Al-Maskati                        

               Chairman                                                                                              Vice Chairman                                       

 

 

 

 

 

The Board of Directors approved the financial statements consisting of pages 5 to 28 on 14 February 2017.
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STATEMENT OF CHANGES IN EQUITY  
for the year ended 31 December 2016 Bahraini dinars 
 

2016 
 

Share capital Statutory 
reserve 

Capital and 
development  

reserves 

Fair value 
reserve 

Retained 
earnings 

Total 

       

At 1 January 2016 7,200,000 3,600,000 12,758,242 4,243,606 7,697,968 35,499,816 

Comprehensive income:       

Loss for the year - - - - (4,791,570) (4,791,570) 

       

Other comprehensive income       

Net change in fair value of available-for-sale investments - - - (338,880) - (338,880) 

Share in the movement of investments fair value reserve of associate - - - (13,612) - (13,612) 
 
Total other comprehensive income for 
 the year - - - (352,492) - (352,492) 

       

TOTAL COMPREHENSIVE INCOME FOR THE YEAR - - - (352,492) (4,791,570) (5,144,062) 
 
Charity donations approved for 2015 - - - - (15,000) (15,000) 

       
Transactions with shareholders reflected directly in equity 
       
Dividend declared for 2015 - - - - (1,224,000) (1,224,000) 
       

At 31 December 2016 7,200,000 3,600,000 12,758,242 3,891,114 1,667,398 29,116,754 

  
 
 

 
 
 
 
 
 
 
 
 
 

 
The financial statements consist of pages 5 to 28. 
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STATEMENT OF CHANGES IN EQUITY  
for the year ended 31 December 2016 Bahraini dinars 
 
 

2015 
 

Share capital Statutory 
reserve 

Capital and 
development  

reserves 

Fair value 
reserve 

Retained 
earnings 

Total 

       

At 1 January 2015 7,200,000 3,600,000 12,758,242 3,715,903 6,440,150 33,714,295 

Comprehensive income: 
    

 
  

Profit for the year - - - - 2,136,818 2,136,818 

       

Other comprehensive income       

Net change in fair value of available-for-sale investments - - - 510,626 - 510,626 

Share in the movement of investments fair value reserve of associate - - - 17,077 - 17,077 
 
Total other comprehensive income for 
 the year - - - 527,703 - 527,703 

       

TOTAL COMPREHENSIVE INCOME FOR THE YEAR - - - 527,703 2,136,818 2,664,521 
 
Charity donations approved for 2014 - - - - (15,000) (15,000) 

       
Transactions with shareholders reflected directly in equity 
       
Dividend declared for 2014 - - - - (864,000) (864,000) 
       

At 31 December 2015 7,200,000 3,600,000 12,758,242 4,243,606 7,697,968 35,499,816 

 

 
 
  
 
 
 
 
 
 
 
 
 
 
The financial statements consist of pages 5 to 28. 
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STATEMENT OF CASH FLOWS 

for the year ended 31 December 2016 Bahraini dinars 

  

  2016  2015 

     

OPERATING ACTIVITIES    

Cash received from customers  6,388,738  6,987,843 

Rent received  162,918  119,452 

Payments to suppliers  (1,104,905)  (1,422,637) 

Payments for staff salaries and related costs  (2,447,858)  (2,217,149) 

Payments for other overhead expenses  (1,885,715)  (1,857,589) 

Payments for hotel renovation and new hotel project  (485,702)  (970,011) 

     

Net cash generated from operating activities  627,476  639,909 

     

INVESTING ACTIVITIES     

Interest received  112,719  80,710 

Dividends received  1,696,258  1,280,907 

Other receipts  36,903  9,588 

Payments for acquisition of property and equipment  (85,573)  (243,235) 

     

Net cash generated from investing activities  1,760,307  1,127,970 

     

FINANCING ACTIVITIES     

Dividends paid   (1,217,292)  (892,775) 

Charity paid  (7,500)  (2,500) 

     

Net cash used in financing activities  (1,224,792)  (895,275) 

     

    

Net increase in cash and cash equivalents 1,162,991  872,604 

 

CASH AND CASH EQUIVALENTS AT 1 January 

 

7,851,036 

  

6,978,432 

     

CASH AND CASH EQUIVALENTS at 31 December  9,014,027  7,851,036 

 

CASH AND CASH EQUIVALENTS per statement of financial position:     

Cash and bank balances 2,020,544  1,204,820 

Short-term bank deposits 6,993,483  6,646,216 

    

 9,014,027  7,851,036 

 

 

 

 

 

 

 

 

 

 

 

 

 

The financial statements consist of pages 5 to 28. 
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NOTES TO THE FINANCIAL STATEMENTS  
for the year ended 31 December 2016 Bahraini dinars 

 

1 REPORTING ENTITY 
  

Bahrain Tourism Company BSC (“the Company”) was established pursuant to Amiri Decree 2/1/1974 for 
the purpose of building and investing in hotels and other tourism projects. 

 
The Company's major activity is the Crowne Plaza Bahrain Hotel, although investments in property and 
quoted shares now contribute significantly to profits. 
 

The Hotel is managed by Holiday Inns (Manama) Ltd under a licence from Intercontinental Hotels Group 

(“IHG”) and a management agreement (refer note 3 (v)). 
 

In May 2016, the shareholders voted overwhelmingly to accept the Gulf Hotel Group offer, a Bahrain-

incorporated company listed on the Bahrain Bourse, to acquire 100% of the shares of the Company, 

through a share swap of one share of Gulf Hotels Group for every 2.261 shares of the Company. 

Accordingly, the Company has become a wholly owned subsidiary of Gulf Hotels Group (the “Parent 

Company”). Legal formalities to delist the Company from Bahrain Bourse is currently in progress. 

Accordingly, the Company’s shares have been suspended. 

 

2 BASIS OF PREPARATION  

 

a) Statement of compliance  
 
The financial statements have been prepared in accordance with the International Financial Reporting 
Standards (IFRS) and in conformity with the Bahrain Commercial Companies Law 2001.  

 
b) Basis of measurement 

 
The financial statements have been drawn up from the accounting records of the Company under the 
historical cost convention, except for available for sale investments which are stated at fair value.  
   
The Company classifies its expenses using the nature of expense method. The Company has two 
distinct operations, Hotel and Investments. Hotel operations costs include directly related costs and 
depreciation. All investment decisions are taken by the Management of Gulf Hotels Group and no 
separate fees are paid for their services. General and administrative expenses pertain to common costs 
incurred at the holding company for management of the Company.  
 
The accounting policies have been consistently applied by the Company and are consistent with those 
used in the previous year. 

 
c) Functional and presentation currency 

 
Items included in the financial statements are measured using the currency of the primary economic 
environment in which the Company operates (“the functional currency”). The financial statements are 
presented in Bahraini Dinars, which is the Company’s functional and presentation currency. All amounts 
have been rounded to the nearest Bahraini Dinar, except where otherwise indicated.  

 
d) Use of estimates and judgements 

 
The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the reported 
amount of assets, liabilities, income and expenses. Actual results may differ from these estimates.  
 
Estimates, assumptions and judgments are continually evaluated and are based on historical experience 
and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. Revisions to accounting estimates are recognised in the period in which the estimate is 
revised and in any future periods affected. 
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NOTES TO THE FINANCIAL STATEMENTS  
for the year ended 31 December 2016  Bahraini dinars 

2    BASIS OF PREPARATION (continued) 
 
Significant areas where management has used estimates, assumptions or exercised judgments are as 
follows: 

 

Judgments 

Classification of investments 
Upon acquisition of an investment, management decides whether it should be classified as investments 
carried at fair value through profit and loss, investments at amortised cost, held to maturity or available 
for sale.  

 

Estimates 

Fair value of financial instruments that are not quoted in an active market 
The fair value of investments in managed funds is estimated at net asset values provided by the 
investment managers. 

 

Impairment of receivables 
The Company reviews the carrying amounts of the receivables at each reporting date to determine 
whether the receivables are impaired. Specific evaluation is made for each receivable balance and the 
recoverable amount is estimated based on past experience with each customer and estimated cash 
flows. 
  

 Impairment of available-for-sale investments 
The Company determines that available-for-sale equity securities and managed funds at fair value are 
impaired when there has been a significant or prolonged decline in the fair value below their cost.  The 
determination of what is significant or prolonged requires judgment. Where fair values are not available, 
the recoverable amount of such investment is estimated to determine impairment. In making this 
judgement, the management evaluates among other factors, evidence of deterioration in the financial 
health of the investee, industry and sector performance, changes in technology, and operational and 
financing cash flows.  
 
A decline of 20% or more below cost, is deemed a significant decline, irrespective of the duration. 
Prolonged decline represents decline below cost that last for more than 9 months irrespective of the 
amount.  

 
Useful life and residual value of investment property, property and equipment 
The Company reviews the useful life and residual value of the investment property, property and 
equipment at each reporting date using external property valuers to determine whether an adjustment to 
the useful life and residual value is required. The useful life and residual value is estimated based on the 
similar assets of the industry, and future economic benefit expectations of the management. 

 

3 SIGNIFICANT ACCOUNTING POLICIES 

 
The Company has consistently applied the accounting policies as set out below to all periods presented 
in the financial statements. 

 
a) New standards, amendments and interpretations effective from 1 January 2016 
 

The following standards, amendments and interpretations, which became effective as of 1 January 2016, 
are relevant to the Company. 
 
i) Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to IAS 16 and 

IAS 38).  

 
The amendments to IAS 16 prohibits entities from using a revenue based depreciation method for items 
of property, plant and equipment. The amendments to IAS 38 introduce a rebuttable presumption that 
revenue is not an appropriate basis for amortisation of an intangible asset. This presumption can only be 
rebutted if the intangible asset is expressed as a measure of revenue or when it can be demonstrated 
that revenue and consumption of the economic benefits of the intangible asset are highly correlated.  
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NOTES TO THE FINANCIAL STATEMENTS  
for the year ended 31 December 2016  Bahraini dinars 

3   SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
The amendments apply prospectively for annual periods beginning on or after 1 January 2016. Early 
adoption is permitted. 

 
The adoption of this amendment had no significant impact on the financial statements. 

 
(i) Annual Improvements to IFRSs 2012–2014 Cycle – various standards 

 
The annual improvements to IFRSs to 2012-2014 cycles include a number of amendments to various 
IFRSs. Most amendments will apply prospectively for annual periods beginning on or after 1 January 
2016; earlier application is permitted (along with the special transitional requirement in each case), in 
which case the related consequential amendments to other IFRSs would also apply.  

 
The adoption of these amendments had no significant impact on the financial statements. 

 
b) Revenue recognition  

Revenue is measured at the fair value of the consideration received or receivable, net of discounts, and 
represents amounts receivable for goods supplied or services performed. The Company recognises 
revenues when the amount of revenue can be reliably measured, when it is probable that future 
economic benefits will flow to the Company; and when specific criteria has been met for each of the 
Company’s activities, as described below:  

 

(i) Hotel revenue  
Revenue from room letting is accrued on a daily basis for the period of stay of the guests in the hotel. 
Revenue from food outlets is recognised on delivery of the food and beverage to the customer.     
 
Revenue from membership of recreational facilities is recognised on a straight line basis over the period 
of the membership contract. Membership fees paid in advance is recognised as liability and released to 
profit or loss over the period of membership. 

 

 (ii) Property income 
Property income comprises rent arising from the letting out of investment properties, which is recognized 
on accrual basis, net of expenses incurred on maintenance of the properties and depreciation. Rental 
income is recognised on a straight line basis over the term of the lease.  

 
 (iii) Dividend income  
 Dividend income is recognised when the right to receive is established.  

 
  (iv) Interest income 

 Interest income is recognised as it accrues, using the effective interest rate method. 
 
c) Government levy 

The Hotel pays a Government levy calculated at 10 percent of the Hotel’s total revenue (net of foreign 
exchange gains) and is payable quarterly in arrears to the Government. 

 
d) Trade receivables 

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary 
course of business. Trade receivables are recognised initially at fair value and subsequently measured at 
amortised cost less provision for impairment.   

 
e) Inventories 

Inventories are stated at lower of cost and net realisable values with due allowance being made for 
damaged and deteriorated items. Cost is determined on a weighted average basis and includes 
expenditure incurred in acquiring inventories and bringing them to their existing location and condition. 
Net realisable value is the estimated selling price in the ordinary course of business, less estimated 
selling expenses. 
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NOTES TO THE FINANCIAL STATEMENTS  
for the year ended 31 December 2016 Bahraini dinars 

3   SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
f) Foreign currency  

Monetary assets and liabilities are translated into Bahraini Dinars at year end exchange rates. 
Transactions in foreign currencies during the year are converted at the rate ruling at that time. Foreign 
exchange gains and losses are recognized in profit or loss. Translation differences for non-monetary 
items, such as equities classified as available-for-sale investments, are included in the fair value reserve 
in equity. 

 
g) Available-for-sale Investments 

 
 Classification 

Available-for-sale investments are non-derivative investments that are designated as available-for-sale 
or that are not classified as another category of financial assets. Available-for-sale investments comprise 
investments in certain quoted and unquoted equity securities, and managed funds. 

 

Recognition and Measurement 
Available-for-sale investments are initially recognised at fair value, including transaction costs and 
subsequently re-measured to fair value using the closing bid prices at the reporting date. Unrealised 
gains and losses arising from changes in the fair values of Available-for-sale investments are recognised 
in other comprehensive income. In the event of sale, disposal, collection or impairment, the cumulative 
gains and losses recognised previously in other comprehensive income are transferred to profit or loss.  
Purchases and sales of Available-for-sale investments are accounted for on the trade date. Available-for-
sale investments where there is no quoted market price or other appropriate methods from which to 
derive reliable fair values, are carried at cost less impairment. 

 
Fair Value 
The fair value of quoted equity securities classified as available-for-sale investments is their quoted bid 
price at the reporting date.  Investments in managed funds are valued at net asset values provided by 
the investment manager.  

 
Impairment 
The Company assesses at each reporting date whether there is objective evidence that a financial asset 
is impaired. In the case of equity Investment classified as available-for-sale, a significant or prolonged 
decline in the fair value of the security below its cost is an objective evidence of impairment.  If such 
evidence exists, the cumulative loss measured as the difference between the acquisition cost and the 
current fair value, less any impairment loss on that security previously recognised in equity is removed 
and recognised in profit or loss. Any subsequent recovery in the fair value of an impaired available-for-
sale equity investment is recognised in other comprehensive income.  
 

h) Property and equipment 
Property and equipment held for operational purposes are carried at cost less accumulated depreciation 
and any accumulated impairment losses. The cost of the properties and equipments includes the cost of 
bringing them to their present location and condition.  Direct costs are capitalized until properties and 
equipments are ready for use.  Capital work-in-progress comprises the cost of properties and 
equipments that are not yet ready for their intended use on the reporting date. The cost of additions and 
major improvements are capitalised.   

 

    (i)   Subsequent cost 
The Company recognises in the carrying amount of an item of property and equipment, and the cost of 
replacing part of such an item when that cost is incurred if it is probable that the future economic benefits 
embodied with the item will flow to the Company and the cost of the item can be measured reliably. All 
other costs are recognised in profit or loss as the expense is incurred.  

 
(ii)   Depreciation 
Land is not depreciated. Depreciation is charged to profit or loss on a straight-line basis over the 
estimated useful lives of each part of an item of property and equipment as follows: 

 

Hotel and conference centre buildings                                                                     20- 40 years 

Hotel and conference centre furnishings and equipment   2 - 10 years 

Vehicles 5 years 

Office equipment and furniture 5 - 10 years 
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NOTES TO THE FINANCIAL STATEMENTS  
for the year ended 31 December 2016 Bahraini dinars 

3   SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting 
date. When an item of property and equipment is sold or discarded, the respective cost and accumulated 
depreciation relating thereto are eliminated from the statement of financial position, the resulting gain or 
loss being recognized in profit or loss. 
 

i) Investment in associate company  
An associate company is an entity in which the Company holds, directly or indirectly, between 20% and 
50% of the voting power or exercises significant influence, but not control, over the financial and 
operating policies. The investment is initially recognised at cost and the carrying amount is increased or 
decreased  
to recognise the investor’s share of the profit or loss of the investee after the date of acquisition. 
Distributions received from an investee reduce the carrying amount of the investment. When the 
Company’s share of losses exceeds its interest in an associate, the Company’s carrying amount is 
reduced to nil and recognition of further losses is discontinued except to the extent that the Company 
has incurred legal or constructive obligations or made payments on behalf of an associate. 

 
j) Investment property 

Investment property are properties which are held either to earn rental income or for capital appreciation 
or for both but not for the sale in the ordinary course of business, use in the supply of services or 
administrative purposes. Investment properties are stated at cost less accumulated depreciation of the 
buildings and impairment losses, if any. Depreciation is provided on cost by straight-line method over the 
estimated useful lives of the buildings. Land is not depreciated.  

 
k) Treasury shares 

When share capital of the Company is repurchased, the amount of consideration paid is recognized as a 
change in equity. Repurchased shares classified as treasury shares are carried at cost and are 
presented as a deduction from equity. 

 
l) Dividends  

Dividends are recognised as a liability in the period in which they are declared.  

 
m) Statutory reserve 

In accordance with the Bahrain Commercial Companies Law 2001, 10% of the net profit is appropriated 
to a statutory reserve, until it reaches 50% of the paid-up share capital. This reserve is distributable only 
in accordance with the provisions of the law.  

 
n) Capital and development reserves 

In accordance with the recommendations of the Board of Directors and approved by the shareholders, 
specific amounts were transferred to the capital and development reserves. The development reserve 
was set up to fund capital expenditure and is not intended for distribution. 

 
o) De-recognition of financial assets and liabilities 

The Company derecognises a financial asset when the contractual rights to the cash flows from the 
financial asset expire, or it transfers the right to receive the contractual cash flows in a transaction in 
which substantially all of the risks and rewards of ownership of the financial asset are transferred or in 
which the Company neither transfers nor retains substantially all of the risks and rewards of ownership 
and it does not retain control of the financial asset. The Company derecognises a financial liability when 
its contractual obligations are discharged, cancelled or expire.   

 
p) Charity donations 

Donation for charity is recognised as a liability in the period in which it is approved. 

 
q) Impairment 

The carrying amounts of the Company’s assets (refer note 3g for impairment of available for sale 
investments) are reviewed at each reporting date to determine whether there is any indication of 
impairment. If any such indication exists, the asset’s recoverable amount is estimated. An impairment 
loss is recognized whenever the carrying amount of an asset exceeds its estimated recoverable amount. 
All impairment losses are recognized in profit or loss.  Impairment losses are reversed only if there is an 
indication that the impairment loss may no longer exist and there has been a change in the estimates 
used to determine the recoverable amount. 
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NOTES TO THE FINANCIAL STATEMENTS  
for the year ended 31 December 2016 Bahraini dinars 

3   SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
r) Employee benefits 

Bahraini employees 
Pension rights (and other social benefits) for Bahraini employees are covered by the Social Insurance 
Organisation scheme to which employees and employers contribute monthly on a fixed-percentage-of-
salaries basis. The Company’s share of contributions to this funded scheme, which is a defined 
contribution scheme under IAS 19, is recognised as an expense in profit or loss. 

 

Expatriate employees  
Employees are entitled to leaving indemnities payable under the Bahraini Labour Law for the private 
sector, based on length of service and final salary. Provision for this, which is unfunded, and which 
represents a defined benefit plan under International Accounting Standard 19 – Employee Benefits has 
been made by calculating the notional liability had all employees left at the reporting date. 

 
s) Cash and cash equivalents 

For the purpose of the statement of cash flows, cash and cash equivalents comprise cash on hand, bank 
balances and bank deposits maturing within 3 months when acquired and are subject to insignificant risk 
of changes in their fair value. 

 
t) Trade and other payables 

Trade and other payables are recognised initially at fair value and subsequently measured at amortized 
cost using the effective interest method. 

 
u) Provisions 

A provision is recognised in the statement of financial position when the Company has a legal or 
constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits 
will be required to settle the obligation. 
 

v) Management fee 

In accordance with the terms of the management agreement, 10% of the net profit of the Hotel 

operations is paid as management fee to IHG, of that, 5% goes to the owning Company.  
 
 

4 TRADE RECEIVABLES  
 

2016  2015 

Gross receivables 374,339  518,682 

Impairment allowance (89,606)  (90,083) 

    

Net receivables 284,733  428,599 

 

The movement on impairment allowance is follows: 

 2016  2015 

At 1 January 90,083  72,257 

Charge for the year 8,982  17,826 

Write off during the year (9,459)  - 

    

At 31 December 89,606  90,083 

   

 

5 INVENTORY  
 

2016  2015 

Beverages 56,298  56,693 

General stores and supplies 39,343  35,576 

    

 95,641  92,269 
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6 AVAILABLE-FOR-SALE INVESTMENTS 

 
2016  2015 

Equities 
Quoted at fair value 4,520,195  4,860,909 
Unquoted at cost less impairment 185,800  235,800 

 
4,705,995  

 
5,096,709 

Managed funds    
At fair value 148,722  149,481 
At cost 400  400 

 
149,122  

 
149,881 

 
 4,855,117 

 
5,246,590 

 
 
The Company intends to exit unquoted equity investments and managed funds principally by sale and 
exiting on maturity, respectively. An impairment of BD 50,000 (2015: BD 69,592) on available-for-sale 
investments has been recognised during the year.  
 
 

7 INVESTMENT IN ASSOCIATE COMPANY 
 

a) Details of the Company’s material associate at the end of the year is as follows: 
 

Name of the entity 

Place of 
business/country of 

incorporation 

Proportion of 
ownership and 

voting power held 
by the Company Principal activities 

 
African & Eastern 

(Bahrain) WLL 
 

Bahrain 33.33% 
Import and sale of 

merchandise 
 

  The above associate is accounted for using the equity method in these financial statements. 
    

  
Carrying value 

 
Goodwill 

2016 
Total 

 2015 
Total 

 
At 1 January  

 
6,621,425 

 
373,664 6,995,089  

 
6,342,462 

Movement during the year:       
Profit for the year 2,113,385 - 2,113,385  1,635,550 
Share in the movement of     
investments fair value reserve of 
associate 

 
 

(13,612) 

 
 

- (13,612)  

 
 

17,077 

        Dividend received (1,400,000) - (1,400,000)  (1,000,000) 
      
   At 31 December 7,321,198 373,664 7,694,862  6,995,089 

      

  
 

In applying the equity method, the audited financial statements as of 31 December 2016 have been 
used. 
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7 INVESTMENT IN ASSOCIATE COMPANY (continued) 
 

b)  The following table summarizes the financial information of African & Eastern (Bahrain) WLL not 
adjusted to the group’s share. The table also reconciles the summarized financial information to the 
carrying amount of the Company’s interest in the associate. 
 

African & Eastern (Bahrain) WLL 
 
Total current assets 
Total non-current assets 
Total current liabilities 
Total non-current liabilities 

  2016 
 

7,547,348 
16,248,508 
(1,623,245) 

(208,785) 

 2015 
 

6,092,472 
14,792,808 

(848,618) 
(172,180) 

 
Net Assets (100%) 

   
21,963,826 

  
19,864,482 

 
Company’s share of net assets  

   
7,321,196 

  
6,621,423 

Goodwill   373,666  373,666 

 
Carrying amount of interest in associate 

   
7,694,862 

  
6,995,089 

 

  
 

2016  2015 

Revenue 18,904,246  14,810,530 

    

Profit for the year 
Other comprehensive income 

6,340,222 
(44,188) 

 4,906,709 
45,462 

 
Total comprehensive income 

 
6,296,034 

 
 

4,952,171 

 
Company’s share of total comprehensive income (33.33%) 

 
2,098,657 

 
 

1,650,707 

 
Dividend received by the Company 

 
1,400,000 

 
 

1,000,000 

 

8 INVESTMENT PROPERTY  
Land 

 
Buildings 

2016 
Total 

 2015 
Total 

Cost      

At beginning of year 494,515 1,818,110 2,312,625  2,306,246 

Addition during the year - - -  6,379 

      

At 31 December 494,515 1,818,110 2,312,625  2,312,635 

      

Depreciation      

At beginning of year - 1,362,661 1,362,661  1,310,223 

Charge for the year - 51,841 51,841  52,438 

      

At 31 December - 1,414,502 1,414,502  1,362,661 

      

Net carrying value at 31 December 494,515 403,608 898,123  949,964 

The fair value of the investment property as at 31 December 2016 is BD 2,387,633 (2015: BD 

2,435,875), based on a valuation performed by an independent property valuer.   
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9 PROPERTY AND EQUIPMENT  

 

  Capital 
projects in 

 Furniture, 
fixtures, 

fittings and 

2016 

 

 2015 

 Land progress  Buildings Equipment Total  Total 

Cost        
 
At 1 January  

 
991,060 

 
2,663,774 

 
29,611,926 

 
5,296,506 38,563,266 

 
37,381,323 

Additions - 151,410 - 95,173 246,583  1,182,541 
Transfers - (188,936) - 188,936 -  - 
Write off during the 
year (i) - (2,592,496) - - (2,592,496) 

 
- 

Disposals - - - (31,333) (31,333)  (598) 

        
At 31 December 991,060 33,752 29,611,926 5,549,282 36,186,020  38,563,266 

        
Depreciation        
At 1 January  - - 18,492,777 4,142,923 22,635,700  21,320,404 
Charge for the year - - 1,029,098 232,556 1,261,654  1,314,436 
Impairment for the 
year (ii) - - 3,470,314 - 3,470,314  - 
Charged to 
operating cost 

 
- 

 
- 

 
-   2,763 2,763 

 
1,458 

Disposals - - - (31,333) (31,333)  (598) 

        
At 31 December - - 22,992,189 4,346,909 27,339,098  22,635,700 

        
Net carrying value 
31 December 

 
991,060 

 
33,752 

 
6,619,737 

 
1,202,373 8,846,922 

 

15,927,566 

 
Fully depreciated assets held by the Company amount to BD 4,159,552 (2015: BD 4,159,552). 
 
(i) Capital projects in progress of BD 2,592,496 representing design legal and consultancy costs  incurred 
for the new hotel building, has been fully written off during the year as the project has been cancelled. 

 

(ii) The management performed an impairment assessment of the Hotel using external independent property 

valuers which resulted in impairment of BD 3,470,314. The amount recoverable was determined using the 

income capitilization approach. 

 

10 ACCRUED EXPENSES AND OTHER PAYABLES  
 

2016  2015 

Provision for leave salary 65,016  86,820 

Provision for charity 79,389  71,889 

Guest deposit 78,803  66,589 

Deferred income 20,942  20,590 

Accrued expenses 281,847  325,508 

Other payables 305,999  267,412 

Provision for IHG Management agreement 1,000,000  - 

    
 1,831,996  838,808 
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11 PROVISION FOR EMPLOYEES LEAVING INDEMNITY 

 

The Company's contributions to social insurance organisation in respect of Bahraini employees for 2016 

amounted to BD 53,336 (2015: BD 54,380). 

 

The provision for indemnities was as follows: 

 

Provision for indemnities  2016  2015 

    

Provision at beginning of year 508,002  533,586 

Charge during the year 82,005  140,317 

Reversal during the year -  (122,536) 

Indemnities paid during the year  (161,100)  (43,365) 

    

At 31 December  428,907  508,002 

 

 

12 SHARE CAPITAL   2016  2015 

 Number  Value  Value 

      

Authorised shares of 100 fils each 150,000,000  15,000,000  15,000,000 

      

      

Issued and fully paid up shares of 100 fils 72,000,000  7,200,000  7,200,000 

 

In public issue at 31 December  

 

72,000,000 

 

- 

 

7,200,000 

 

There have been no changes to issued and paid up share capital during the year, however the 

Company’s shares have been fully taken over by GHG, which is now the single shareholder. 
 

Share statistics 2016  2015 

    

Dividend per 100 fils share -  17.0 fils 

Earnings per 100 fils share (basic and diluted) (66.5) fils  29.7 fils 

    

Stock Exchange price per share on 31 December -  224 fils 

Net asset value per share (on weighted average number of shares) -  492.44 

    

Market capitalisation (excluding treasury shares) at 31 December -  16,128,000 

 

Earnings per share have been calculated on the basis of the net profit for the year (page 6) divided by 

the weighted average number of shares in issue during the year of 72,000,000 (2015: 72,000,000). 

 

13 APPROPRIATIONS  

 

The Board of Directors recommend the following appropriations, which are subject to the shareholders’ 

approval at the annual general meeting:  

 

 2016  2015 

    

Dividends  -  1,224,000 

Charity donations -  15,000 
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14 HOTEL REVENUE  
 

2016  2015 

Room  2,713,263  3,003,366 

Food and beverage  3,013,729  3,246,775 

Rental, telephone and others 554,712  695,902 

    

 6,281,704  6,946,043 

 

15 HOTEL OPERATING COSTS  
 

2016  2015 

Staff salaries 2,028,651  2,161,377 

Direct costs of hotel services 2,173,874  2,256,488 

Utilities and maintenance expense 192,673  169,623 

Electricity expenses 279,960  274,310 

Advertising and marketing expenses 54,265  60,067 

Management fees 143,918  202,019 

Travel and entertainment expenses  23,393  24,084 

Other expenses 34,707  34,903 

    

 4,931,441  5,182,871 

 

16 NET PROPERTY INCOME  
 

2016  2015 

    

Rental income 158,191  149,022 

Property expenses (4,514)  (64,871) 

Depreciation on investment property (51,842)  (52,438) 

    
 101,835  31,713 

 

17 OTHER OPERATING EXPENSES  
 

2016  2015 

Staff cost (i) 182,804  28,504 

Directors remuneration 84,600  64,000 

Professional fee 215,423  35,352 

Share registration fee 10,360  10,360 

Insurance 36,101  44,010 

Other expenses 39,005  86,129 

Provision for IHG Management agreement 1,000,000  - 

    
 1,568,293  268,355 

 
(i) Staff cost for 2015 is net of reversal of indemnity and bonus provisions. 

 
 

18  COMMITMENTS AND CONTINGENT LIABILITIES 2016  2015 

    

    

Letter of guarantee 171,000  201,352 

 
As at 31 December 2016, the Company had commitments of BD Nil (2015: BD 1,178,830) related to 
the new hotel project and BD Nil (2015: BD 126,950) for Hotel Renovation projects  
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19 RELATED PARTY TRANSACTIONS 
 
 Parties are considered to be related if one party has the ability to control the other party or exercise 

significant influence over the other party in making financial and operating decisions. Related parties 
include entities over which the Company exercises significant influence, major shareholders, directors 
and key management personnel of the Company. 

 
 Transactions with entities controlled by directors, or over which they exert significant influence 
 

Transactions and balances with and from related parties 

 2016  2015 

 

Purchases of merchandise from the Parent Company 

 

Purchases of merchandise from an associate company 

13,342 

 

117,416 

 - 

 

107,781 

    

  

 2016  2015 

                        

Payable to the Parent Company 1,908 
 

 - 

Payable to associate company 21,998  15,324 

  

a) Transactions with key management personnel 

Key management personnel of the Company comprises of the Board of Directors, the Chief Executive 
Officer and key members of management having authority and responsibility for planning, directing and 
controlling the activities of the Company.  The key management personnel compensation is as follows: 

 

 2016  2015 

    

Directors' remuneration 60,000  64,000 

Directors Meeting Attendance Fees 24,600  31,500 

Salary and other allowances to key management personnel 170,926  54,272 

        

Other receivables -  13,290 

 
  Directors’ interest in the shares of the Company as at the year end was as follows:  

 2016  2015 

    

Total number of shares held by Directors -  316,150 

    

As a percentage of the total number of shares outstanding  0.00%  0.44% 
 
 

20 SEGMENT INFORMATION 
 

 The Company has three distinct operating segments, Hotel, Investments and Travel, which are the 
Company’s strategic business units. The strategic business units offer different products and services, 
and are managed separately because they require different strategies for management and resource 
allocation within the Company. For each of the strategic business units, the Company’s General 
Manager (chief operating decision makers) reviews internal management reports.  
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20   SEGMENT INFORMATION (continued) 

 
The following summary describes the operations in each of the Company’s operating reportable 
segments: 

 Hotel: Provision of hotel facilities and other services to individual and corporate customers; 

 Investments: This segment is focused on investing the surplus funds of the Company in 
investments in equity shares, mutual funds, and associates and monitoring the performance of the 
portfolio on a timely basis. The investments are not traded, but held as available for sale securities.  

 Travel: The Company also has a travel division which provides ticketing and travel agency services 

to customers. 
 

 Information regarding the results of each reportable segment is included below. The performance of 
each operating segment is measured based on segment profits. Segment profits is used to measure 
performance as management believes that such information is most relevant in evaluating the results of 
certain segments relative to other entities that operate within these industries. There are no significant 
inter segment transactions. Segment assets, liabilities and related income/costs are directly related to 
the respective segment. There are no funds allocated between segments.  

 
The Company operates in Bahrain and does not have operating units in other locations and hence all 
revenues generated are attributable to its activities from Bahrain.   
 

 Hotel Operations Investments Travel Total 

 2016 2015 2016 2015 2016 2015 2016 2015 

         

Income  6,281,704 6,946,043 489,127 444,864 9,841 52,926 6,780,672 7,443,833 
Income from 
Associate - - 2,113,385 1,635,550 - - 2,113,385 1,635,550 
Interest 
income - - 122,059 81,094 - - 122,059 81,094 

Total 

segment 

revenue 6,281,704 6,946,043 2,724,571 2,161,508 9,841 52,926 9,016,116 9,160,477 
         
Operating 
costs (4,931,441) (5,182,871) (1,575,507) (351,551) (37,432) (52,769) (6,544,380) (5,587,191) 
Depreciation (1,261,654) (1,314,437) (51,841) (52,438)  - (1,313,495) (1,366,875) 
Write off of 
Capital 
projects in 
progress (2,429,497) - - - - - (2,429,497) - 
Impairment 
of assets (3,470,314) - (50,000) (69,592) - - (3,520,314) (69,592) 

Total 

segment 

costs (12,092,906) (6,497,308) (1,677,348) (473,581) (37,432) (52,769) (13,807,686) (7,023,659) 

Segment 

profit/(loss) (5,811,202) 448,735 1,047,223 1,687,927 (27,591) 157 (4,791,570) 2,136,818 
         
Segment 
assets 9,757,609 16,691,211 22,178,329 20,942,294 - 59,012 31,935,938 37,692,517 
         
Segment 
liabilities (1,135,499) (1,027,511) (1,683,686) (1,105,708)  (59,482) (2,819,185) (2,192,701) 
         
Capital 
expenditure (435,519) (1,182,542)  -  - (571,275) (1,182,542) 

 
The total assets of investments segment include BD 7,694,862 (2015: BD 6,995,089) investment in 
associate company.  

 

Geographical distribution of revenue and assets 
 All assets and liabilities of the Company are located in Bahrain except for investments in managed funds    

which are located outside Bahrain. 
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21 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

Financial instruments consist of financial assets and financial liabilities.  

 

Financial assets of the Company include cash and bank balances, deposits, receivables and available 

for sale investments.  

 

Financial liabilities of the Company include payables.   

 

The Company has exposure to the following risks from the use of financial instruments: 

 Credit risk 

 Liquidity risk 

 Market risk 

 
This note presents information about the Company’s exposure to each of the above risks, the 
Company’s objectives, policies and processes for measuring and managing risks. Further quantitative 
disclosures are included throughout these financial statements. 
 
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s 
risk management framework. Day to day monitoring of the Company’s activities and risks is performed 
by the Board Committees and the Chief Executive Officer.  
 
The Company’s risk management policies are established to identify and analyse the risks faced by the 
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk 
management policies and systems are reviewed regularly to reflect changes in market conditions and 
the Company’s activities.  

 
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 Company seeks to limit its credit risk with respect to customers by means of the following policies: 

 

 Credit risk is actively managed and rigorously monitored in accordance with well-defined credit policies 

and procedures laid down by the Company.  

 Credit review procedures are designed to identify at an early stage exposure, which require more 

detailed monitoring and review.  

 Cash is placed with banks with good credit ratings. 

 
The carrying amount of financial assets represents the maximum credit exposure. The maximum 
exposure to credit risk at the reporting date was: 
 

         2016 

 

 2015 

Bank balances 2,010,755  1,194,841 

Short-term bank deposits 6,993,483  6,646,216 

Trade receivables 284,733  428,599 

Other receivables 154,373  58,348 
    

 9,443,344  8,328,004 
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21    FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued) 
 
The maximum exposure to credit risk from receivables at the reporting date by segment was: 

 

         2016 

 

 2015 

Government 22,327  84,122 

Non-government 262,406  344,477 

    

 284,733  428,599 

 

The Company does not hold any collateral against the above receivables. 

 

The ageing of receivables at the reporting date was: 

 

 2016  2015 

 Gross  

 

Impairment      Gross  

 

Impairment  

0-30 days 197,075 -  194,683 - 

31-90 days 75,736 -  158,782 - 

91-365 days 26,347 14,425  93,355 18,221 

Over one year 75,181 75,181  71,862 71,862 
      
 374,339 89,606  518,682 90,083 

   
 

         2016 

 

 2015 

Neither past due nor impaired 

Past due but not impaired 

197,075 

87,658 

 194,683 

233,916 
Past due and impaired 89,606  90,083 

    
 374,339  518,682 

 
Liquidity risk, also referred to as funding risk, is the risk the Company will encounter difficulty in raising 
funds to meet obligations associated with its financial liabilities.  Liquidity risk may result from an inability 
to sell a financial asset quickly at close to its fair value. 
 
Liquidity requirements are monitored on a daily basis and the management ensures that sufficient funds 
are available to meet any future commitments. In the normal course of business, the Company does not 
resort to borrowings but has the ability to raise funds from banks at short notice.  
 
The following are the contractual maturities of financial liabilities:   
 

 Carrying 

value 

0-3 months 

 

4-6 months 

 

7-12 

months 

1-5 yrs over 5 yrs 

31 December 2016       

 
Trade payables 

 

151,532 151,532 - - - - 

Other payables 1,831,996 815,399 6,126 10,471 1,000,000 - 

Dividend payable 406,750 406,750 - - - - 
       
 2,390,278 1,373,681 6,126 10,471 1,000,000 - 
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 Carrying 

value 

0-3 months 

 

4-6 months 

 

7-12 

months 

1-5 yrs over 5 yrs 

31 December 2015       

 
Trade payables 

 

445,849 445,849 - - - - 

Other payables 585,701 581,744 3,138 819 - - 

Dividend payable 400,042 400,042 - - - - 
       
 1,431,592 1,427,635 3,138 819 - - 

 
Exchange rate risk is the risk that the value of a financial instrument will fluctuate due to changes in 
foreign exchange rates. 
 

   The Company is exposed to foreign exchange risk on its available for sale investments, other than those 
in Bahraini Dinar or US Dollars, since the Bahraini Dinar is effectively pegged against the US Dollar. 
Included in available-for-sale investments are sterling investments of £ 26,160 (BD 12,035)            
(2015:£ 26,160 (BD 14,626)). 

 
Change in market foreign exchange rates will not have a significant impact on the carrying value of the 
investments.  

 
Market risk is the risk that that changes in market prices will affect the Company’s income or the value 
of its financial instruments; whether those changes are caused by factors specific to the individual 
security or its issuer or factors affecting all investments traded in the market. 
 
The Company is exposed to market risk with respect to its available-for-sale investments. 
 
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in 
market interest rates.  The Company is exposed to interest rate risks on its short-term bank deposits. 
 
The Company’s interest rate risk arises from its interest bearing short-term bank deposits. These carry a 
fixed rate of interest and mature within 3 months.  Change in market interest rate will not have a 
significant impact on the carrying value of the deposits due to short term characteristics of these 
deposits. 

 

  2016  2015 

    

Effective interest rate on short-term bank deposits  1.73%  1.24% 

 

A 100 bps fluctuation in the interest rates would result in a BD 69,935 (2015: BD 66,460) variation in 

profit. 

 

Fair value and classification of financial instruments 

 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date in the principal or, in its absence, the 
most advantageous market to which the Company has access at that date. The fair value of a liability 
reflects its non-performance risk.  
 
Underlying the definition of fair value is a presumption that an enterprise is a going concern without any 
intention or need to liquidate, curtail materially the scale of its operations or undertake a transaction on 
adverse terms.  

 
Other than certain available-for-sale investments carried at cost of BD 311,200 (2015: BD 311,200), the 
estimated fair values of the Company’s other financial instruments are not significantly different from 
their carrying value.  
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i) The classification of financial instruments is as follows: 

 

2016 Loans and 

receivables 

Available for 

sale 

Others at 

amortised 

cost 

Total 

carrying 

amount 

 

Cash and bank balances 

 

2,020,544 

 

- 

 

- 

 

2,020,544 

Short-term bank deposits  6,993,483 - - 6,993,483 

Trade receivables 284,733 - - 284,733 

Available-for-sale investments - 4,855,117 - 4,855,117 

Other receivables 154,373 - - 154,373 

     
 9,453,133 4,855,117 - 14,308,250 

 
 
Trade payables 

 
 

- 

 
 

- 

 
 

151,532 

 
 

151,532 

Other payables - - 305,999 305,999 

Dividend payable - - 406,750 406,750 
     
 - - 864,281 864,281 

 

2015 Loans and 

receivables 

Available for 

sale 

Others at 

amortised 

cost 

Total 

carrying 

amount 

 

Cash and bank balances 

 

1,204,820 

 

- 

 

- 

 

1,204,820 

Short-term bank deposits  6,646,216 - - 6,646,216 

Trade receivables 428,599 - - 428,599 

Available-for-sale investments - 5,246,590 - 5,246,590 

Other receivables 58,348 - - 58,348 

     
 8,337,983 5,246,590 - 13,584,573 

 
 
Trade payables 

 
 

- 

 
 

- 

 
 

445,849 

 
 

445,849 

Other payables - - 585,701 585,701 

Dividend payable - - 400,042 400,042 
     
 - - 1,431,592 1,431,592 

ii) Fair value hierarchy 
 

a) Financial instruments measured at fair value: 
 

The table below analyses financial instruments measured at fair value at the end of the reporting period, 
by the level in the fair value hierarchy into which the fair value measurement is categorised. The 
amounts are based on the values recognised in the statement of financial position.  
 
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
 
Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e. 
derived from prices). This category includes instruments valued using quoted market prices in active 
markets for similar instruments; quoted prices for identical or similar instruments in markets that are 
considered less than active; or other valuation techniques where all significant inputs are directly 
observable from market data. 
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Level 3: Valuation techniques using significant unobservable inputs. This category includes instruments 
where the valuation technique includes inputs not based on market observable data. The table below 
analyses financial assets and liabilities carried at fair value, by valuation method. 

 
At 31 December 2016 Level 1 Level 2 Level 3 Total 

     

Available for sale investments:     

    Quoted equity shares 4,520,195   4,520,195 

    Managed funds  148,722  148,722 
     
 4,520,195 148,722  4,668,917 

 

At 31 December 2015 Level 1 Level 2 Level 3 Total 

     

Available for sale investments:     

    Quoted equity shares 4,860,909 - - 4,860,909 

    Managed funds - 149,881 - 149,881 
     
 4,860,909 149,881 - 5,010,790 

b) Other financial assets and liabilities: 
 

The carrying amount of the Company's other financial assets and liabilities approximate their fair values 
due to their short term nature. 

 
c) Assets not measured at fair value but where fair value is disclosed 

 
 

At 31 December 2016 Level 1 Level 2 Level 3 Total 

     

     

    Investment properties  2,387,633  2,387,633 
     
  2,387,633  2,387,633 

 

At 31 December 2015 Level 1 Level 2 Level 3 Total 

     

     

    Investment properties - 2,435,875 - 2,435,875 
     
 - 2,435,875 - 2,435,875 

 
The fair value of the investment properties has been valued by an independent third party property 
valuer. The independent valuer has appropriate qualifications and recent experience in the valuation of 
properties in the relevant locations. The fair value was determined based on market comparable 
approach that reflects recent transaction prices for similar properties. There has been no change to the 
valuation approach from last year. 

 

Capital management 
The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market 
confidence and to sustain future development of the business. The Board of Directors monitors the 
return on capital, which the Company defines as total shareholders’ equity and the level of dividends to 
shareholders. 
 
There were no changes in the Company’s approach to capital management during the year. The 
Company is not subject to externally imposed capital requirements. Refer note 1 for details of share 
capital. 
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22 NEW INTERNATIONAL FINANCIAL REPORTING STANDARDS, AMENDMENTS AND 

INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE  

  
A number of new standards and amendments to standards are effective for annual periods beginning 
after 1 January 2016 and earlier application is permitted; however; the Company has not early applied 
the following new or amended standards in preparing these financial statements. 

 

(i) IFRS 9 Financial Instruments  
 

In July 2014, the International Accounting Standards Board issued the final version of IFRS 9 Financial 

Instruments. 

IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early adoption 

permitted. The Company currently plans to apply IFRS 9 initially on 1 January 2018. 

The actual impact of adopting IFRS 9 on the Company's financial statements in 2018 is not known and 

cannot be reliably estimated because it will be dependent on the financial instruments that the Company 

holds and economic conditions at that time as well as accounting elections and judgements that it will 

make in the future. The new standard will require the Company to revise its accounting processes and 

internal controls related to reporting financial instruments and these changes are not yet complete.  

(ii) IFRS 15 – Revenue from Contracts with Customers  
 

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue 
is recognized. It replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 
Construction Contracts and IFRIC 13 Customer Loyalty Programmes. 

 
IFRS 15 is effective for annual reporting periods beginning on or after 1 January 2018, with early 
adoption permitted.  
 
The Company is assessing the potential impact on its financial statements resulting from the application 
of IFRS 15. 

 
Early adoption of standards 

 
The Company did not early-adopt new or amended standards in 2016. 
 

 

23 COMPARATIVES 

 
Certain prior year amounts have been regrouped to conform to the presentation in the current year. Such 
regroupings did not affect previously reported net profit for the year, comprehensive income for the year 
or total equity. 
 
 
 
 
 


