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VISION

To be a leading ship repair organisation in our niche in 
the gulf region, committed to being the region’s leader 
in all of our operations and activities through dedication 
to our customers, shareholders, team and partners.

MISSION

Our mission is to continuously improve economic value 
for our shareholders. The centerpiece of our efforts will 
continue to be high-quality, customer-focused services 
including safe operation and environment protection.

THE BAHRAIN SHIP REPAIRING AND ENGINEERING COMPANY B.S.C.
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On behalf of the Board of Directors, I am 
pleased to present the 54th Annual Report 
of The Bahrain Ship Repairing & Engineering 
Company BSC (BASREC) together with 
consolidated financial statements for the 
year ended 31 December 2015  

This report is being presented in the amidst 
of difficult market conditions as the world 
economy continues to face challenges 
coupled with the substantial drop of oil 
prices .Recent reports indicate that major 
oil companies have announced capital 
expenditure cut, contracts renegotiation , 
contract terminations and staff layoff in the 
exploration and production sector amidst 
declining leasing rates and deployment. 
Oil majors slowed down exploration and 
production activities and related spending as 
they look to trim cost. Several major forces 
shape the global outlook; tightening financial 
conditions, continued soft commodity 
prices; and weak global trade. Risks to this 
slow moving global recovery are significant 
indicators for downward trends. The shipyard 
continues to counter heavy competition from 
the nearby shipyards who enjoy huge capital 
investments from the governments and 
foreign sources and have gained momentum 
in their operation by offering lower prices.  

BASREC is familiar to such difficult situation, 
having been through a number of oil price 
cycles and periods of fluctuating demand. 
BASREC has robust platform which 
will enable us to face such challenging 
situations, by developing new technologies 
and knowhow and investing in peoples’ 
development. We have established ourselves 
as a regional recognized ship repair yard, 
renowned for its expertise and track record.

Despite challenging market conditions 
and the recent oil and gas sector slow 
down. BASREC stayed strong with 2015 
consolidated revenue recorded BD 6,017,445 
for the year an increment of 21% compared 
to last year. Our yard experienced high 
activity throughout 2015. The contracts 
executed were won at much lower prices 
owing to market condition prevailing, while 
costs have continued to increase.

To position BASREC for the next year, one 
of our priorities will be to further improve 
our operational efficiency. We are actually 
reviewing our business processes, putting 
in place systems to better manage risks, 
increase productivity and sharpen our 
competition policy.

REPORT OF THE CHAIRMAN	

Keeping in mind the need to upgrade 
shipyard facilities to enable our company 
to provide better services in order to attract 
the local and international customers. Going 
forward, we will continue to manage our 
business conservatively. We have expanded 
the capacities and upgraded the facilities 
and equipment of our shipyard with the aim 
of boosting productivity, sharpening our 
competitive edge and extending our range of 
capabilities.    

 There could be also good opportunities 
during the market weakness to strategically 
acquire or co invest with like-minded 
partners in new capabilities and facilities. 
In an uncertain market environment, we will 
continue to be rigorous and disciplined in our 
evaluation and negotiation of deals to ensure 
that returns are commensurate with risks. 

The company has in place an adequate 
system of internal control environment 
with its size and nature of its business and 
ensures proper safeguarding of assets, 
maintaining proper accounting records and 
providing reliable financial statements. The 
company has an internal auditor supported 
by external auditors to help the company 
to strengthen the internal audit and risk 
management functions.

The company recognizes the Human 
Resources as its most important assets and 
is constantly engaged in enriching the value 
and developing competencies of Human 
resources through various development 
strategies .Safety is vital to our business and 
we spare no effort in entrenching a safety 
culture and zero tolerance for incidents.

Despite the global headwinds we are 
confident of the industry’s prospects and 
fundamentals. Moreover I have every 
confidence that the management team at 
BASREC, who see long term potential in the 
industry, is optimizing operation and driving 
efficiency to lead the company out of the 
down cycle. These challenging times provide 
us with the opportunity to regroup and 
emerge stronger and more agile.

On behalf of the Board of Directors, I would 
like to thank our customers and shareholders 
for their confidence and continued support. 
As a company built on trust, we value our 
strong reputation and relationship. We look 
forward to creating further value to protect 
the interests of all our shareholders.

Going forward, we will 
continue to manage our 
business conservatively. 
We have expanded the 
capacities and upgraded 
the facilities and 
equipment of our shipyard 
with the aim of boosting 
productivity, sharpening 
our competitive edge and 
extending our range of 
capabilities.    



7THE BAHRAIN SHIP REPAIRING AND ENGINEERING COMPANY B.S.C.

DIRECTORS 
All members of the Board were elected at 
the Annual General Meeting held on 30 
March 2015 and under the Memorandum 
and Articles of Association of the Company , 
their period of office does not expire until 30 
March 2018.

CONSOLIDATED FINANCIAL 
STATEMENTS 
The net profit for 2015 amounted to 
BD 1,567,651 compared to profit of 
BD 1,362,683 for 2014. The retained 
earnings at 31 December 2015 amounted to 
BD 16,975,864 (2014: BD 16,346,016).

The Directors recommend the payment of a 
cash dividend of 50 percent of the share capital 
(2014: 50 percent). The Directors have proposed 
BD 105,059 for Directors remuneration 
(2014: BD 105,059) and BD 39,191 for Charity 
contribution (2014: BD 34,067).

The audited consolidated Statement of 
Financial position shows the state of affairs 
of the Company as at 31 December 2015.

DIVIDEND 
Your approval will be sought at the 
forthcoming Annual General meeting for the 
payment of cash dividend at the rate of 50 
percent of the share capital. 

ACKNOWLEDGEMENT 
The Directors, on behalf of the Shareholders, 
take this opportunity to express their 
gratitude and appreciation to His Majesty 
King Hamad Bin Isa Al Khalifa, to His Royal 
Highness Prince Khalifa Bin Salman Al 
Khalifa - The Prime Minister, to His Royal 
Highness Prince Salman Bin Hamad Al 
Khalifa -The Crown Prince, Deputy Supreme 
Commander and First Deputy Prime Minister 
and to all Government Ministries and 
Institutions for their encouragement and 
support.

Mubarak Jasim Kanoo 
Chairman of the Board

Kingdom of Bahrain  
28 February 2016
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Amidst the gloom and doom in the oil and 
gas industry, we remain quite confident, 
as we draw on our inherent strength as a 
well-funded, fully integrated and leverage 
on our economies of scale. Global ship 
repair industry is passing through a very 
difficult phase. There is fierce competition 
that has led to unreasonable low prices to 
win orders .Crude oil prices also collapsed 
clamping demand for ships. Similar to other 
parts of the world the ship repair industry 
has suffered amid the global recession and 
performance declined in major shipping 
trades. As demand for shipping services 
fell, industry players faced very challenging 
market conditions.

Despite the persistent downturn in the global 
shipyard business, I am excited to report that 
BASREC achieved a strong set of results 
on the back of healthy orders. Revenue 
increased by 21 % to BD 6, 017,445 due to 
higher activity levels. Operating profit of BD 
2,423,382 was 11 % above that of 2014 due 
to higher revenue. Net Profit was 
BD 1,567,651 which is 15 % higher as 
compared to last year. Revenue gained in 
ship repairs was largely from activities that 
involved the maintenance of special purpose 
vessels, offshore vessels. We continue to 
maintain strong business relationships with 
ship owners in the region. Our high quality 
ship repair services exceeds expectations 
of our customers and are above the average 
quality and services levels offered in other 
regional shipyards.  

As 2016 begins on a cautious note, hinged 
on whether oil prices have bottomed and 
how long before it will recover and stabilize. 
We have begun to see a slowdown in order 
momentum and competition is expected to 
intensify. We take a cautious approach into 
the new financial year, with a keen eye on 
global economic conditions. Going forward, 
our management will work even harder to 
strengthen our relationship with core clients 
and explore various avenues to offer better 
value propositions for all our customers. 
BASREC remains robust and competitive 
and that we continue to deliver operationally 
and financially. 

To thrive , we must stay fighting fit and 
focused on adapting to market challenges 
with innovative and value added solutions.
We believe that long term industry 
fundamentals remain intact and the current 
low price level is unsustainable in the long 

term. We are of the opinion that the market 
will recover and we are determined to 
improve efficiency and reduce costs to meet 
any situation. As such, shipping industry 
player must develop a good grasp of the 
changing dynamics affecting the industry.

The specialized subsidiaries providing a range 
of products and services are strategically 
located and have recorded a strong year. 
Subsidiaries of the company and investment 
properties are making substantial contribution 
to the overall business of the Group.

Renewal audits for verification of 
compliance towards ISO 9001:2008 (Quality 
Management System), ISO 14000:2004 
(Environmental Management System) and 
OHSAS 18001:2007 (Occupational Health 
and Safety Management System) for the 
company will be done in March / April 2016. 
These audits will be carried out by LQRA.  

We remain strongly committed to delivering 
sustainable results to all our stakeholders, 
backed by our core value of craftsmanship, 
fellowship and salesmanship and our 
dedication to maintain high standards for 
Health, Safety and the Environment. The key 
to sustaining our success is to improve and 
innovate relentlessly, forge strong mutually 
beneficial partnerships and never take 
anything for granted. We have been investing 
in training to support our growth through skill 
building and efficiency enhancements of our 
work force.

We aim to provide cost effective solutions 
that meet the current and future needs of the 
marine industry. Amidst the present volatility 
in the surrounding business environment, 
we are focused and flexible. Developing our 
range of expertise, widening our customer 
base, improving efficiency this balance will 
give us the strength as we push forward.

On behalf of the Board of Directors, I would 
like to thank all our valued customers, 
business associates, and contractors for their 
continuing support. Our achievements are due 
to our dedicated and loyal employees who are 
our most important asset.

N.E. Saadi  
Chief Executive Officer

Kingdom of Bahrain  
28 February 2016

MANAGEMENT REPORT

Developing our range of 
expertise, widening our 
customer base, improving 
efficiency this balance will 
give us the strength as we 
push forward.    
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The Fundamental governance principles 
that regulate the relationship between The 
Bahrain Ship Repairing and Engineering 
Company B.S.C. (“BASREC”) shareholders, 
management, employees and third parties, 
i.e. customers, legal authorities, suppliers 
and all types of individuals and institutions 
with whom BASREC does business are 
stipulated below: 

INTEGRITY
With regard to BASREC’s activities and 
relationships with customers, employees, 
shareholders, legal authorities, institutions 
and organizations, BASREC remains 
committed to the principle of integrity. 

CREDIBILITY
Aware that confidence relies at the heart 
of business success, BASREC provides 
customers, shareholders, employees and 
legal authorities with clear, comprehensive 
and accurate information and offers timely 
and excellent services. 

COMPLIANCE
BASREC abides by all laws, regulations 
and standards and is committed to ensure 
compliance with any of the proposals for 
modifications.

CONFIDENTIALITY
BASREC does not share any information 
or details on transactions concerning 
shareholders, employees, suppliers and 
business partners and above all personal 
information regarding customers, with 
any person or institution, except with 
those authorities with which the sharing of 
information is permitted or required by laws 
and regulations.

TRANSPARENCY
Except for information that is deemed a 
commercial secret and not yet disclosed 
to the public, BASREC discloses to 
the public financial and non-financial 
information promptly, accurately, thoroughly, 
comprehensively and in a way easy to 
interpret and, to access. 

BASREC Management strives to establish 
transparent and close communication with 
the shareholders. The primary objective 
is to make BASREC shares an attractive 
and predictable investment vehicle for 

existing shareholders as well as for potential 
investors. To this purpose, BASREC’s 
management implements strategic plans 
and announces results in accordance with 
generally accepted accounting principles 
and provisions of relevant legislation in a 
comprehensive, fair, accurate, timely and 
comprehensive manner.

Effective Corporate Governance is an 
important part of our identity. Accordingly, 
we ensure the responsible, value-driven 
management and control of BASREC 
through our system of corporate governance. 
The guiding framework for this is provided by 
the Corporate Governance Code for public 
listed entities, issued on 16 March 2010; 
whilst general reference is also drawn from 
other applicable laws and regulations of the 
Kingdom of Bahrain, Central Bank of Bahrain 
and the Bahrain Stock Exchange (Bahrain 
Bourse). 

The Corporate Governance Statement 
highlights key components of the 
governance system as designed and 
implemented in BASREC for the reporting 
period from 1 January 2015 to 31 December 
2015.

SHAREHOLDERS
BASREC maintains an open and transparent 
dialogue with its shareholders. The Annual 
General Assembly was held on 30 March 
2015, during which the following resolutions 
were approved: 

•	 �The Board of Directors’ Report on the 
Company’s activities and its financial 
position for the fiscal year ended 31 
December 2014 and the future plan of the 
Company. 

•	 �Approved distribution of dividend to the 
shareholders for the financial year 2014 at 
50 fils per share.

•	 �The adoption of the company’s financial 
statements for the year ended December 
31, 2014.

•	 �Appointment of KPMG as external 
auditors for the fiscal year 2015 and the 
auditor’s fees.

The Articles of Association (“AoA”) 
includes provisions to ensure the rights of 
shareholders are respected in a fair and 
equitable manner, and more specifically 

CORPORATE GOVERNANCE

Effective Corporate 
Governance is an 
important part of our 
identity. Accordingly, we 
ensure the responsible, 
value-driven management 
and control of BASREC 
through our system of 
corporate governance.    
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include provisions with regard to calls 
for General Assembly meetings, General 
Assembly resolutions, and equal treatment 
of shareholders, the exercise of voting rights, 
method of voting for Board members and 
dividend distribution method. 

MAJOR SHAREHOLDERS
Yusuf Bin Ahmed Kanoo W.L.L. and 
General Organization for Social Insurance 
(GOSI) are the two major shareholders of 
BASREC holding 47.1% and 7.5% of shares 
respectively.

As at 31 December 2015, 54.6% of the total 
number of shares in the Company is held by 
two shareholders.

BOARD OF DIRECTORS
The BASREC Board is the primary 
governing body for BASREC. The Articles 
of Association (“AoA”) includes composition 

of Board of Directors and their term of 
office, condition for the membership of the 
Board, election of Directors, appointment 
of expert as Board member, termination 
of membership and powers of the Board 
of Directors under Bahrain Commercial 
Company Law 2001, Directors liability, 
Directors remuneration and requirements for 
the nomination to the Board.

As per its AoA, the BASREC Board is 
currently composed of 6 members and all 
elected during the General Assembly held 
on 30 March 2015. Changes in the elected 
Board members were intimated to the 
Ministry of Industry and Commerce on 
7 April 2015.
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Composition of Board
The Company has a balanced Board, comprising of Executive and Non- executive Directors 
which include independent Directors.

No. Name Designation Date of 
appointment Category

1 Mubarak Jasim Kanoo Chairman 30 March 2015 Non-executive

2 Khalid Mohamed Kanoo Deputy 
Chairman 

30 March 2015 Non-executive

3 Fawzi Ahmed Kanoo Executive 
Director

30 March 2015 Executive  

4 Abdulla Yousuf Akbar Ali Reza Member 30 March 2015 Non-executive 
& Independent

5 Khalid Yousif Abdul Rahman Member 30 March 2015 Non-executive 
& Independent

6 Habib Mahmood Shehab Member 30 March 2015 Non-executive

 
The Board met 4 times during the period from January to December 2015, as follows:

Sr. No Date No. of Members 
Attended

No. of Members 
Excused

1 26 February 2015 5 1

2 13 May 2015 5 1

3 10 August 2015 6 -

4 12 November 2015 6 -

 

Directors

Meeting Dates
26 

February 
2015

13
 May 
2015

10 
August 
2015

12 
November 

2015
AGM

Mubarak Jasim Kanoo

Khalid Mohamed Kanoo

Fawzi Ahmed Kanoo

Abdulla Yousuf Akbar Ali Reza

Khalid Yousif Abdul Rahman

Habib Mahmood Shehab
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BOARD COMMITTEES
Two Board Committees i.e. an Audit Risk 
and Governance Committee and Nomination 
and Remuneration Committee has been 
established following a decision of the Board 
of Directors.

AUDIT, RISK AND GOVERNANCE 
COMMITTEE
The Committee is responsible to oversee 
BASREC’s financial reporting process, 
to review BASREC’s compliance with 
all relevant laws, regulations, codes and 
business practices, to review and supervise 
BASREC’s Code of Conduct as required by 
CBB and for supervising and undertaking 
all internal and external audit activities, risk 
management governance and other matters 
according to the pre-approved action plan of 
the Board of Directors. 

The Audit Committee Charter was approved 
by the Board of Directors on 12 May 2011 
and the committee was elaborated with 
Risk and Governance responsibilities in 
2015.  The Committee comprises of two 
members of the Board of Directors and 

an expert from independent audit firm 
who will elect a Chairman from amongst 
them. The membership of the Committee 
will correspond to the tenure of Board 
membership and expert’s period will be 
based on appointment letter.  All members 
of the Audit Committee have accounting and 
financial experience.

The members of the Audit Committee are:

•	 Abdulla Yousuf Akbar Ali Reza 
	 Chairman

•	 Khalid Yousuf Abdul Rahman 
	 Member

•	 Jassim Abdulaal 
	 Expert

The responsibilities of the Committee 
as documented in the Audit, Risk and 
Governance Committee charter are to:

�1.	� Prepare the agenda and minutes for 
Committee meetings in consultation with 
the Internal Auditors, External Auditors, 
Chief Executive Officer, Compliance 
Officer and Chief Financial Officer.
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2.	� Review and update the approval of the 
Audit, Risk and Governance Committee 
Charter.

3.	� Oversee BASREC’s financial reporting 
process on behalf of the Board and report 
the results of its activities to the Board.

4.	� Review BASREC’s companies with all 
relevant laws, regulations, codes and 
business practices.

5.	� Review and supervise the Company’s 
code of conduct as required by CBB.

6.	� Ensure the quality of financial reporting, 
sound business risk management 
practices and ethical behavior.

7.	� Monitoring the adequacy and 
implementation of the Company’s 
Corporate Governance Framework.

8.	� Monitor and review the standards of risk 
management and the effectiveness and 
integrity of internal control systems, including 
the procedures for ensuring that material 
business risks, fraud and related matters, are 
properly identified and managed.

The Committee met 4 times during the period from January 2015 to December 2015, as 
follows:

Sr. No Date No. of Members 
Attended

No. of Members 
Excused

1 23 February 2015 3 -

2 12 May 2015 2 1

3 9 August 2015 3 -

4 10 November 2015 3 -

Member

Meeting Dates
23 

February 
2015

12
 May 
2015

9 
August 
2015

10 
November 

2015
Abdulla Yousuf Akbar Ali Reza

Khalid Yousif Abdul Rahman

Jasim Abdulaal

NOMINATION AND REMUNERATION 
COMMITTEE 
The Committee will assist the Board to 
identify, assess and nominate individuals 
for directorships with the Company and 
Committee members. The Committee shall 
also ensure that Compensation offered is 
competitive, in line with the market and 
consistent with the responsibilities assigned. 
The Committee will review and recommend 
the management remuneration policy for the 
Board approval.

The Committee comprises two members 
of the Board of Directors 

The members of the Nomination and 
Remuneration Committee are:

●	 Abdulla Yousuf Akbar Ali Reza

●	 Khalid Yousuf Abdul Rahman

The responsibilities of the Committee 
as documented in the Nomination and 
Remuneration Committee charter are to:

Board’s proposal to the Shareholders for 
election or re- election of a director to be 
accompanied by a recommendation from the 
Committee.

Review, monitor and make recommendations 
regarding the orientation (induction) and 
ongoing development of existing and new 
directors such as continued education and 
training programmes.

The Committee shall propose the specific 
remuneration package for the directors and 
senior management to the Board for approval. 
The remuneration policy for directors shall 
be subject to the Shareholders’ approval and 
annual fee payment is subject to Shareholders’ 
approval prior to payment. The Chief Executive 
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Sr. No Date No. of Members 
Attended

No. of Members 
Excused

1 23 February 2015 2 -

2 12 May 2015 1 1

3 9 August 2015 2 -

4 10 November 2015 2 -

Member

Meeting Dates
23 

February 
2015

12
 May 
2015

9 
August 
2015

10 
November 

2015
Abdulla Yousuf Akbar Ali Reza

Khalid Yousif Abdul Rahman

Officer may in turn consider and recommend 
to the Committee the remuneration packages 
for all other employees of the company.  

The Committee, jointly with the CEO, will 
review and identify key positions, requiring 
succession planning and ensure appropriate 
measures are in place.

Review the adequacy of Charters adopted 
by each committee of the Board and 
recommend changes if necessary. 

The Committee met 4 times during the 
period from January 2015 to December 
2015, as follows: 
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BOARD SECRETARY
BASREC has assigned the Board secretarial 
duties to the Corporate Secretary. Meeting 
minutes of all Board meetings are maintained 
and Board resolutions are documented.

INTERNAL CONTROL SYSTEM
The Board is responsible for the internal 
control system in the Company. The Board 
has appointed an outsourced internal auditor 
to oversee internal control system of the 
BASREC.  Internal Audit has conducted an 
initial risk assessment.

INTERNAL AND EXTERNAL AUDIT
The Board appointed BDO Bahrain as its 
outsourced Internal Auditor in January 2015.

The shareholders at their General Meeting 
held on 30 March 2015, re-appointed KPMG 
as their External Auditor. The External Auditor 
has submitted an unqualified audit opinion 
for the year 2015.

INSIDER TRADING AND KEY PERSON 
DEALING 
An insider trading policy was implemented 
in June 2007 as per the Guidelines of the 
Central Bank of Bahrain. In 2011, Insider 
Policy was replaced by Key Person Dealing 
Policy as per the Guidelines issued by the 
Bahrain Stock Exchange (Bahrain Bourse) and 
notification/directive of the Central Bank of 
Bahrain. Automated controls are integrated in 
operational processes to monitor compliance 
with the policy, including trading by Board 
members, Management and employees.

Name Type of Share 31 Dec 2015 31 Dec 2014

Mubarak Jasim Kanoo Ordinary 150,004 150,004

Khalid Mohamed Kanoo Ordinary 150,004 150,004

Fawzi Ahmed Kanoo Ordinary 174,213 173,933

Abdulla Yousif Akbar Ali Reza Ordinary 428,775 423,364

Mohamed Yousif Abdul Rahman Ordinary 231,757 231,757

Habib Mahmood Shehab Ordinary 150,004 150,004

TOTAL 1,284,757 1,279,066

As a % the total number of shares 7.14 % 7.10 %

RELATED PARTY TRANSACTIONS AND 
CONFLICT OF INTEREST
All the related party transactions are strictly 
done on arm’s length basis.

For information on related party transactions, 
please refer to Note 24 “RELATED PARTY 
TRANSACTIONS” of the consolidated 
financial statements in the Group’s Financial 
Report 2015. 

No material transactions has been entered 
into by the Company with the Directors 
or the Management, their subsidiaries or 
relatives etc that may have a potential 
conflict with the interest of the Company.   

DIVIDEND POLICY
The payment of dividends is subject 
to recommendation by the Board of 
Directors and approval by the Company’s 

CORPORATE GOVERNANCE | Continued

Directors and Senior Management Interests. 
The number of shares held by Directors, Senior Management as at 31st December 2015 as 
follows:
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shareholders.  The Directors have 
recommended payment of cash dividend 
of 50 fils per share of 100 fils each on 
18,000,000 Ordinary Shares for the financial 
year 2015.

REMUNERATION POLICY 
The Directors have proposed remuneration of 
BHD 105,059 for their contribution in 2015.
Board remuneration is subject to approval of 
the General Assembly.

The Board determines Senior Management 
compensation. The Senior Management 
compensation is composed of a salary and 
allowances. BASREC discloses Board and 
Senior Management compensation as a part 
of the Related Party disclosures (Note No. 
24) in the Group’s Financial Report of 2015. 

The remuneration policy is diverted towards 
rewarding performance. It is aimed at 
retaining high caliber talent.

CORPORATE SOCIAL RESPONSIBILITY
The Company recognizes that it must be a 
responsible member of the society in which 
it operates and does business. Policies, 
procedures and systems have been put 
in place to address health, safety and 
environmental concerns. The company also 
contributes to educational and charitable 
organization in the community to help further 
goals of society.
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The Bahrain Ship Repairing and Engineering Company BSC
Mina Salman Industrial Area, Kingdom of Bahrain

Report on the consolidated financial statements
We have audited the accompanying consolidated financial statements of The Bahrain Ship Repairing and Engineering Company BSC 
(the “Company”)  and its subsidiary (together the “Group”), which comprise the consolidated statement of financial position as at 
31 December 2015, the consolidated statements of profit or loss and other comprehensive income, changes in equity and cash flows 
for the year then ended, and notes, comprising a summary of significant accounting policies and other explanatory information. 

Responsibility of the board of directors for the consolidated financial statements
The board of directors is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as the board of directors determines is necessary to 
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

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 about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on our 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, we consider 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 the 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.

Opinion 
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position of the 
Group as at 31 December 2015, and its consolidated financial performance and its consolidated cash flows for the year then ended in 
accordance with International Financial Reporting Standards.

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 consolidated financial statements are in agreement therewith; 
	 b)	 the financial information contained in the chairman’s report is consistent with the consolidated 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’s or 
on its financial position; and 

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

KPMG Fakhro
Partner Registration No. 187
28 February 2016

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS
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note 2015 2014

ASSETS
Bank deposits 61,000 2,061,000
Available-for-sale investments 8 3,226,735 3,276,626
Held-to-maturity investments 9 500,574 500,969
Investment property 10 3,415,563 3,559,181
Property, plant and equipment	 12 6,253,518 5,353,979
Non-current assets 13,457,390 14,751,755

Cash and cash equivalents 4 2,961,600 3,546,247
Bank deposits 4,841,964 3,273,858
Trade receivables 5 4,031,197 2,594,956
Inventories 6 469,647 410,559
Prepayments and other assets 7 336,589 312,455
Current assets 12,640,997 10,138,075

Total Assets 26,098,387 24,889,830

EQUITY AND LIABILITIES
Equity
Share capital 14 1,800,000 1,800,000
Reserves 4,436,459 4,448,547
Retained earnings 16,975,864 16,346,016
Total equity (page 22) 23,212,323 22,594,563

Liabilities

Employees’ benefits 11 602,532 593,971
Non-current liabilities 602,532 593,971

Trade payables 900,275 361,739
Other payables and accrued expenses 13 1,383,257 1,339,557
Current liabilities 2,283,532 1,701,296
Total liabilities 2,886,064 2,295,267

Total equity and liabilities 26,098,387 24,889,830

The consolidated financial statements, which consist of pages 20 to 47 were approved by the Board of Directors on 28 February 
2016 and signed on its behalf by:

CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
as at 31 December 2015

Mubarak Jasim Kanoo
Chairman 

Khalid Yousuf Abdul Rahman
Director 
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note 2015 2014

Revenue 15 6,017,445 4,955,360
Cost of sales (3,594,063) (2,780,100)

Gross profit 2,423,382 2,175,260

General and administrative expenses 16 (1,468,743) (1,396,808)
Interest and dividend income 359,112 369,321
Other income 17 253,900 214,910

Profit for the year 1,567,651 1,362,683

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

Net changes in fair value of available-for-sale investments 8 (49,891) 585,311
Total other comprehensive income for the year (49,891) 585,311
Total comprehensive income for the year 1,517,760 1,947,994

Basic and diluted earnings per share 18 87 fils  76 fils

The consolidated financial statements, which consist of pages 20 to 47 were approved by the Board of Directors on 28 February 
2016 and signed on its behalf by:

CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER 
COMPREHENSIVE INCOME
for the year ended 31 December 2015

Mubarak Jasim Kanoo
Chairman 

Khalid Yousuf Abdul Rahman
Director 
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2015 Share  
capital

Statutory  
reserve*

General 
reserve

Charity
Reserve

Fair value 
reserve

Retained
earnings Total

At 1 January 2015 1,800,000 904,007 700,000 181,706 2,662,834 16,346,016 22,594,563
Comprehensive income for the 
year:
Profit for the year - - - - - 1,567,651 1,567,651
Net changes in fair value of 
available-for-sale investments - - - - (49,891) - (49,891)

Total comprehensive income for 
the year - - - - (49,891) 1,567,651 1,517,760

Charity contribution approved for 
2014 - - - 34,067 - (34,067) -

Dividends declared for 2014 - - - - - (900,000) (900,000)
Transfer to statutory reserve for 
2015 - 3,736 - - - (3,736) -

At 31 December 2015 1,800,000 907,743 700,000 215,773 2,612,943 16,975,864 23,212,323

2014 Share  
capital

Statutory  
reserve*

General 
reserve

Charity
Reserve

Fair value 
reserve

Retained
earnings Total

At 1 January 2014 1,800,000 902,262 700,000 156,491 2,077,523 15,730,293 21,366,569
Comprehensive income for the 
year:
Profit for the year - - - - - 1,362,683 1,362,683
Net changes in fair value of 
available-for-sale investments - - - - 585,311 - 585,311

Total comprehensive income for 
the year - - - - 585,311 1,362,683 1,947,994

Charity contribution approved for 
2013 - - - 25,215 - (25,215) -

Dividends declared for 2013 - - - - - (720,000) (720,000)
Transfer to statutory reserve for 
2014 - 1,745 - - - (1,745) -

At 31 December 2014 1,800,000 904,007 700,000 181,706 2,662,834 16,346,016 22,594,563

* Statutory reserve includes statutory reserve of the subsidiary.

CONSOLIDATED STATEMENT OF 
CHANGES IN EQUITY
for the year ended 31 December 2015

Bahraini Dinars

The consolidated financial statements consist of page 20 to 47.
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note 2015 2014

OPERATING ACTIVITIES

Cash receipts from customers 4,581,205 3,961,465

Cash paid to suppliers and employees (4,020,151) (2,554,488)

Directors’ remuneration paid 24 (105,059) (105,059)

Directors’ sitting fee paid 24 (26,941) (26,941)

Net cash generated from operating activities 429,054 1,274,977

INVESTING ACTIVITIES

Acquisition of property, plant and equipment (1,153,047) (812,324)

Payment for construction of investment property 10 - (10,810)

Bank deposits, net 431,894 (1,017,276)

Proceeds from disposal of property, plant and equipment - 19,923

Interest and dividends received 605,043 413,790

Net cash used in investing activities (116,110) (1,406,697)

FINANCING ACTIVITIES

Dividends paid (884,732) (718,289)

Charities paid (12,859) (2,800)

Net cash used in financing activities (897,591) (721,089)

Net decrease in cash and cash equivalents during the year (584,647) (852,809)

Cash and cash equivalents at 1 January 3,546,247 4,399,056

Cash and cash equivalents at 31 December 4 2,961,600 3,546,247

CONSOLIDATED STATEMENT OF 
CASH FLOWS
for the year ended 31 December 2015

Bahraini Dinars

The consolidated financial statements consist of page 20 to 47.
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1.	 REPORTING ENTITY

The Bahrain Ship Repairing and Engineering Company BSC (the “Company”) is a Public Shareholding Company registered in 
Bahrain on 16 September 1962 under commercial registration number 715. The Company’s principal activities are to provide 
repair and maintenance services to vessels operating in the Arabian Gulf and emergency repairs to the larger ocean-going ships 
that pass through the area. The Company also has an engineering contracting and trading division (TEAMS).  

The consolidated financial statements comprise the financial statements of the Company, and its subsidiary (collectively “the 
Group”).

The subsidiary of the Group included in these consolidated financial statements is as follows:

Company Place of business/country of 
incorporation

Proportion of ownership and 
voting power held by the 

Group

Principal activities

Marine and Industrial Pump 
Repair (Gulf) SPC

Kingdom of Bahrain 100 % Pump repairing

2.	 BASIS OF PREPARATION

a)	 Statement of compliance

	� The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards 
and the requirements of the Bahrain Commercial Company Law 2001. 

�b)	 Basis of measurement

	� The consolidated financial statements are prepared on the historical cost basis except for certain available-for-sale 
investments that are stated at their fair values. 

c)	 Standards, amendments and interpretations effective from 1 January 2015

	� The following standards, amendments and interpretations, which became effective as of 1 January 2015, are relevant to the 
Group.

	 ��(i)	 Defined Benefits Plans: Employee Contributions (Amendments to IAS 19)
	� The amendments to IAS 19 clarify how an entity should account for contributions made by employees or third parties to 

define benefit plans, based on whether those contributions are dependent on the number of years of service provided by the 
employee.

	� For contributions that are independent of the number of years of service, the entity may either recognize the contributions 
as a reduction in the service cost in the period in which the related service is rendered, or to attribute them to the employees 
periods of service using the project unit credit method; whereas for contributions that are dependent on the number of years 
of service, the entity is required to attribute them to the employees periods of service. 

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

	 (ii)	 Annual improvements to IFRSs 2010–2012 and 2011–2013 Cycles various standards 
	� The annual improvements to IFRSs to 2010-2012 and 2011-2013 cycles include a number of amendments to various IFRSs. 

Most amendments will apply prospectively for annual periods beginning on or after 1 July 2014; 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 this amendment had no significant impact on the consolidated financial statements.

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS 
for the year ended 31 December 2015
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d)	 New standards, amendments and interpretations issued but not yet effective

	� A number of new standards, amendments to standards and interpretations are effective for annual   periods beginning on 
or after 1 January 2016, and have not been applied in preparing these financial statements. Those which are relevant to the 
Group are set out below. The Group does not plan to early adopt these standards.

	 ��(i)	 IFRS 9 - Financial Instruments
	� IFRS 9 published in July 2014, replaces the existing IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 

includes revised guidance on the classification and measurement of financial instruments, including a new expected credit 
loss model for calculating impairment on financial assets, and the new general hedge accounting requirements. It also carries 
forward the guidance on recognition and derecognition of financial instruments from IAS 39. IFRS 9 is effective for annual 
reporting periods beginning on or after 1 January 2018, with early adoption permitted. 

	� The Group is assessing the potential impact on its consolidated financial statements resulting from the application of IFRS 9.

	 (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 2017, with 
early adoption permitted. 

	 The Group is assessing the potential impact on its consolidated financial statements resulting from the application of IFRS 15.

	 (iii)	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. The amendments apply prospectively for annual periods beginning on or after 1 January 2016. Early 
adoption is permitted.

	 The Group is assessing the potential impact on its consolidated financial statements resulting from the amendment. 

	 (iv)	Annual improvements to IFRSs 2012-2014 cycle 
	� 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 Group is assessing the potential impact on its consolidated financial statements resulting from the amendment.

e)	 Early adoption of standards

	 The Group did not early adopt new or amended standards in 2015.

f)    Functional and presentation currency

	� Items included in the consolidated financial statements of the Group are measured using the currency of the primary economic 
environment in which the Group operates (“the functional currency”). The consolidated financial statements are presented in 
Bahraini Dinars (“BHD”), which is the Group’s functional and presentation currency.

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS
for the year ended 31 December 2015
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g)   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. Significant areas 
where management has used estimates, assumptions or exercised judgments are as follows:

	 ��(i)	 Impairment of available-for-sale equity investments
	� The Group determines that available-for-sale equity investments are impaired when there has been a significant or prolonged 

decline in the fair value below its cost. This determination of what is significant or prolonged requires judgment. When there 
is no fair value and the investment is carried at cost, the Group determines impairment by evaluating 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.

	 (ii)	 Useful life and residual value of property, plant and equipment
	� The Group reviews the useful life and residual value of the property, plant and equipment at each reporting date 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.

	 (iii)	Impairment of inventory
	� The Group reviews the carrying amounts of inventories at each reporting date to determine whether the inventories have been 

impaired. The Group identifies the inventories which have been impaired based on evaluation of age of the inventory, their 
movement and consumption over the period and estimate of their future demand. If inventories are assessed as impaired, 
they are written down to their recoverable amounts which are estimated based on past experience and future expectations 
of realisation by the management.

	 (iv)	Impairment of receivables
	� The Group reviews the carrying amounts of the receivables at each reporting date to determine whether the receivables have 

been 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.

	 (v)	 Impairment of investment property
	� The Group conducts valuation of its investment property periodically using external independent valuers to assess for 

impairment. All of the Group’s investment property is situated in Bahrain. Given the dislocation in the local property market 
and infrequent property transactions, it is reasonably possible, based on existing knowledge, that the current assessment of 
impairment could require a material adjustment to the carrying amount of these assets within the next financial year due to 
significant changes in assumptions underlying such assessments. 

3.	 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these consolidated financial 
statements, and have been applied consistently by the Group’s entities, except for changes, interpretations and amendments 
made to accounting standards (refer to note 2c).

a)	 Basis of consolidation

	 ��(i)	 Subsidiaries 
	� A subsidiary company is an entity controlled by the Group. The Group controls an entity if it is exposed to, or has rights to, 

variable returns from its involvement with the entity and has the ability to affect those returns through its power over the 
entity. The financial statements of the subsidiary are included in the consolidated financial statements from the date on which 
control commences until the date when control ceases. 

2.	 BASIS OF PREPARATION  | Continued

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS
for the year ended 31 December 2015
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	 (ii)	 Transactions eliminated on consolidation
	� Intra-group balances and transactions, and any unrealised income and expense arising from intra-group transactions, are 

eliminated in preparing the consolidated financial statements. 

	� Unrealised gains arising from transactions with the subsidiary are eliminated to the extent of the Group interest in the entity. 
Unrealised losses are eliminated in the same way as unrealised gains but only to the extent that there is no evidence of impairment.

	 (iii)	Loss of control
	� When the Group loses control over a subsidiary, it derecognises the assets, liabilities of the subsidiary, and any related non-

controlling interest, if any, and any other components of the equity. Any resulting gain or loss is recognised in profit or loss. 
Any interest retained in the former subsidiary is measured at fair value when control is lost. 

b)	 Foreign currency transactions and balances

	� 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 on monetary 
assets and liabilities are recognised in the profit or loss. Translation differences for non-monetary items that are measured at 
fair values, such as equity classified as available-for-sale investments, is included in the fair value reserve in equity.

c)	 Financial instruments

	 ��(i)	 Recognition

	� The Group does not have any derivative financial instruments. Financial assets and liabilities comprise investments in quoted 
equity and unquoted debt securities, trade and other receivables, cash and cash equivalents, bank deposits and trade and 
other payables. All ‘regular way’ purchases and sales of financial asset are recognised on the trade date, i.e., the date on 
which the Group commits to purchase or sell the asset.

	 (ii)	 Measurement

	 Loans and receivables
	� Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active market.  Such 

assets are recognised initially at fair value plus any directly attributable transaction costs.  Subsequent to initial recognition, 
loans and receivables are measured at amortised cost using the effective interest method, less any impairment losses.

	 Loans and receivable comprise cash and cash equivalents, bank deposits and trade and other receivables.

	 Available-for-sale financial assets
	� Available-for-sale financial assets are non-derivative financial assets that are designated as available for sale or are not 

classified in any category of financial assets.  Available-for-sale financial assets are recognised initially at fair value plus any 
directly attributable transaction costs.

	� Subsequent to initial recognition, they are measured at fair value and changes therein, are recognised in other comprehensive 
income and presented in the fair value reserve in equity.  In the event of sale, disposal, 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 financial assets comprise quoted equity securities.

	 Held-to-maturity financial assets
	� “Held-to-maturity” investments are non-derivative assets with fixed determinable payments and fixed maturity that the Group 

has the positive intention and ability to hold to maturity and which are not designated at fair value through profit or loss or 
as available for sale. Held-to-maturity investments are carried at amortised cost using the effective interest method, less any 
impairment losses. Held to maturity financial assets comprise unquoted debt securities.

	 ��Other financial liabilities
	� Financial liabilities are initially recognised at fair value less any directly attributable transaction cost. Subsequent to initial 

recognition, these liabilities are measured at amortised cost using effective interest rate.

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS
for the year ended 31 December 2015
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	 (iii)	Derecognition

 	 Financial assets
	� The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire, or it 

transfers the rights 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 Group neither transfers nor retains substantially all of the risks 
and rewards of ownership and it does not retain control of the financial asset.

	� On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying amount 
allocated to the portion of the asset derecognised) and the sum of (i) the consideration received (including any new asset 
obtained less any new liability assumed) and (ii) any cumulative gain or loss that had been recognised in other comprehensive 
income is recognised in profit or loss. Any interest in transferred financial assets that qualify for derecognition that is created 
or retained by the Group is recognised as a separate asset or liability.

	� In transactions in which the Group neither retains nor transfers substantially all of the risks and rewards of ownership of a 
financial asset and it retains control over the asset, the Group continues to recognise the asset to the extent of its continuing 
involvement, determined by the extent to which it is exposed to changes in the value of the transferred asset.

	 Financial liabilities
	 The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or expire.

	 (iv)	Offsetting

	� Financial assets and financial liabilities are only offset and the net amount reported in the statement of financial position when 
there is a legally enforceable right to set off the recognised amounts and the Group intends to either settle on a net basis, 
or to realise the asset and settle the liability simultaneously. Income and expense are presented on a net basis only when 
permitted by accounting standards, or for gains and losses arising from a group of similar transactions. This is not generally 
the case with master netting agreements, therefore, the related assets and liabilities are presented gross in the statement of 
financial position.

d)	 Revenue recognition

	� Revenue is measured at the fair value of the consideration received or receivable for goods supplied and services rendered 
in the ordinary course of the Group’s activities. The Group recognises revenue when the amount of revenue can be reliably 
measured, when it is probable that future economic benefits will flow to the entity, and when specific criteria have been met 
for each of the Group’s activities, as described below:

	� (i)	� �Ship repairing and maintenance contracts, and pump repairing and maintenance are recognised on percentage of 
completion of the contract. 

	 (ii)	� �Revenue from sale of engineering products is recognised when the customer becomes entitled to take possession of the 
goods.  

e)	 Other income 

	� (i)	� Rental income from investment property is recognised in the profit or loss on accrual basis over the term of the lease. 
Lease incentives granted are recognised as an integral part of the total rental income, over the term of the lease.

	 (ii)	� Dividend income is recognised on the date that the Group’s right to receive payment is established, which in the case of 
quoted securities is the ex-dividend date. Foreign currency gains and losses are reported on a net basis.

	 (iii)	 Interest income is recognised on accrual basis using the effective interest rate method.

f)	 Inventories 

	� Inventories are measured at the lower of cost and estimated net realisable value. Cost is determined on a first-in-first-out 
principle. Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs necessary 
to make the sale. Provision is made for obsolete and slow-moving items, the charge for which is included in cost of sales.

3.	 SIGNIFICANT ACCOUNTING POLICIES  | Continued

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS
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g)	 Investment property

	� Investment property are properties which are held either to earn rental income or for capital appreciation or for both. 
Investment property is stated at cost less accumulated depreciation and any impairment losses. 

	� Cost includes expenditure that is directly attributable to the acquisition of the investment property.  The cost of self-
constructed investment property includes the cost of materials and direct labour, any other costs directly attributable to 
bringing the investment property to a working condition for their intended use and capitalised borrowing cost.  

	� Any gain or loss on disposal of an investment property (calculated as the difference between the net proceeds from disposal 
and the carrying amount of the item) is recognised in profit or loss. No depreciation is charged on land. Buildings are 
depreciated over their estimated useful lives of 30 years. 

h)	 Property, plant and equipment

	 (i)	 Recognition and measurement
	� Items of property, plant and equipment held for use in the provision of service, or for administrative purposes on a continuing 

basis and not intended for sale in the ordinary course of business, are carried at cost less accumulated depreciation and any 
impairment losses. The cost of additions and major improvements are capitalised. 

	 (ii)	 Subsequent costs
	� Subsequent costs are included in the assets carrying amount or are recognised as a separate asset, as appropriate, only 

when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can 
be measured reliably. All other repairs and maintenance are charged to the profit or loss during the financial period in which 
they are incurred. The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting 
date. 

	� Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from 
disposal with the carrying amount of property, plant and equipment and are recognised net within “other income” in the profit 
or loss. 

	 (iii)	Depreciation
	� Depreciation is calculated on cost by the straight-line method at annual rates which are intended to write off the cost of the 

assets over the following estimated useful lives:

Description Useful lives in years

Jetties and buildings 10 - 30

Floating dock     12

Cranes   5 - 15

Motor vehicles       3

Launches    5 -15

Furniture and equipment    2 - 5

	� All depreciation is charged to the profit or loss. When an asset is sold or otherwise retired, the cost and related accumulated 
depreciation are removed and any resulting gain or loss is taken to the profit or loss.  The estimated useful working lives of 
the assets are periodically reviewed by the management. 

i)	 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 using the effective 
interest method, less provision for impairment.

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS
for the year ended 31 December 2015
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j)	 Due from contract customers

	� Due from contract customers represents the gross unbilled amount expected to be collected from customers for contract 
work performed till date. It is measured at cost plus profit recognised till date less progress billings and recognised losses 
when incurred. 

k)	 Operating leases

	� Leases where a significant portion of the risks and rewards of ownership are not retained by the lessee are classified as 
operating leases. Payments made under operating leases are recognised in the profit or loss on a straight-line basis over the 
term of the lease. 

l)	 Cash and cash equivalent

	� Cash and cash equivalent comprises of balances held in current accounts with banks and bank deposits maturing within 3 
months when acquired and are subject to insignificant risk of changes in the fair value.

m)	Statutory reserve

	� In accordance with the Company’s Articles of Association, 10 % of net profit is appropriated to a statutory reserve. The 
Bahrain Commercial Companies Law 2001 stipulates that appropriations to the statutory reserve may cease when it reaches 
50 % of the share capital. The statutory reserve is distributable only in accordance with the provisions of Bahrain Commercial 
Companies Law 2001.

n)	 General reserve

	� Transfers made to the general reserve are in accordance with Article 64 of the Articles of Association.  The Board of Directors 
resolved to cease transfers to the general reserve in 1977.  The general reserve and retained earnings represent accumulated 
profits set aside for future utilisation at the discretion of the directors and shareholders, and are distributable.

o)	 Charity reserve

	 Charity reserve represents transfers from retained earnings that are set aside for charitable purposes.

p)	 Dividends declared

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

q)	 Earnings per share

	� The Group presents basic earnings per share (EPS) data for its ordinary shares.  Basic EPS is calculated by dividing the profit 
or loss attributable to ordinary shareholders of the Group by the weighted average number of ordinary shares outstanding 
during the period. 

r)	 Segment reporting

	� An operating segment is a component of the Group that engages in business activities from which it may earn revenues and 
incur expenses, including revenues and expenses that relate to transactions with any of the Group’s other components. All 
operating segments’ operating results are reviewed by the Group’s Board of Directors to make decisions about resources to 
be allocated to the segment and assess its performance, and for which discrete financial information is available.

3.	 SIGNIFICANT ACCOUNTING POLICIES  | Continued
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s)	 Employees’ benefits 

	� 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 Group’s share of 
contributions to this scheme, which is a defined contribution scheme under IAS 19, is recognised as an expense in the profit 
or loss.

	� Expatriate employees are entitled to leaving indemnities payable under the Bahraini Labour Law for the Private Sector 2012, 
based on length of service and final remuneration. Provision for this, which is unfunded, and which represents a defined 
benefit plan under IAS 19, has been made by calculating the notional liability had all employees left at the reporting date.

	� Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount 
expected to be paid if the Group has a present legal obligation to pay this amount as a result of a past service provide by the 
employee and the obligation can be estimated reliably.

t)	 Provisions

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

u)	 Impairment

	 (i)	 Financial assets
	� Financial assets are assessed at each reporting date to determine whether there is any objective evidence that it they are 

impaired. Financial assets are considered to be impaired if objective evidence indicates that one or more events have had a 
negative effect on the estimated future cash flows of the assets.

	� An impairment loss in respect of financial assets measured at amortised cost is calculated as the difference between its 
carrying amount, and the present value of the estimated future cash flows discounted at the original effective interest rate. 
For impairment of equity securities classified as available-for-sale investments, a significant or prolonged decline in the fair 
value of the security below its cost is an objective evidence of impairment.

	� All impairment losses are recognised in the profit or loss.  Any cumulative losses in respect of an available-for-sale financial 
asset are recognised by transferring the cumulative losses that have been recognised in other comprehensive income, and 
presented in the fair value reserve in equity, to profit or loss.  An impairment loss is reversed if the reversal can be related 
objectively to an event occurring after the impairment loss was recognised. For financial assets measured at amortised cost, 
the reversal is recognised in profit or loss. For available-for-sale financial assets that are equity securities, the reversal is 
through equity.

	 (ii)	 Non-financial assets
	� The carrying amounts of the Group’s non-financial assets, other than inventories, are reviewed at each reporting date to 

determine whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is 
estimated. 

	� The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to 
sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a discount rate 
that reflects current market assessments of the time value of money and the risks specific to the asset. For the purpose of 
impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows from continuing 
use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”).  

	� An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its estimated 
recoverable amount. Impairment losses are recognised in profit or loss.  Impairment losses of other assets are recognised 
in prior periods and assessed at each reporting date for any indications that the loss has decreased or no longer exists. 
An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An 
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that 
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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4.	 CASH AND CASH EQUIVALENTS

2015 2014

Cash at bank 49,738 203,096

Short-term bank deposits 2,911,862 3,343,151

2,961,600 3,546,247

As at reporting date, average interest rate on short-term bank deposits is 1.68 % (2014: 1.58 %).

5.	 TRADE RECEIVABLES

2015 2014

Due from contract customers 1,564,627 776,654

Trade receivables 2,515,623 1,838,602

Less: Impairment allowances (49,053) (20,300)

4,031,197 2,594,956

The movement on impairment allowance is as follows:

2015 2014

At 1 January 20,300 33,865

Charge for the year 43,253 -

Written back during the year (1,300) (7,565)

Written off during the year (13,200) (6,000)

At 31 December 49,053 20,300

Information about the Group’s exposure to credit risks, and impairment losses for trade and other receivable is included in 
note (22).

6.	 INVENTORIES

2015 2014

Goods for resale 496,277 335,583

Raw materials and consumables 432,330 486,403

928,607 821,986

Provision for slow-moving and obsolete items (458,960) (411,427)

469,647 410,559
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The movement on impairment allowance is as follows:

2015 2014

 At 1 January 411,427 371,427

Charge for the year 47,533 40,000

At 31 December 458,960 411,427

During the year, inventories of BD 736,754 (2014: BD 483,624) were recognised as an expense in cost of sales.

7.	 PREPAYMENTS AND OTHER ASSETS

2015 2014

 Interest receivable 151,587 109,965

Prepaid expenses 51,819 85,205

Others 133,183 117,285

336,589 312,455

8.	 AVAILABLE-FOR-SALE INVESTMENTS

2015 2014

Quoted equity securities 3,226,735 3,276,626

3,226,735 3,276,626

The movement on available for sales investments during the year as follows:

2015 2014

At 1 January 3,276,626 2,691,315

Fair value changes (49,891) 585,311

At 31 December 3,226,735 3,276,626

9.	 HELD-TO-MATURITY INVESTMENTS

2015 2014

Government of Bahrain Development Bonds 500,574 500,969

Held-to-maturity investments represent a 5%, 7-year Government of Bahrain Development Bonds issued by the Central Bank 
of Bahrain and due on 2017.
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10.	INVESTMENT PROPERTY

Freehold land Buildings Total     

Cost

At 1 January 2014 355,674 4,278,629 4,634,303

Additions - 10,810 10,810

At 31 December 2014 355,674 4,289,439 4,645,113

At 1 January 2015 355,674 4,289,439 4,645,113

Additions - - -

At 31 December 2015 355,674 4,289,439 4,645,113

Depreciation

At 1 January 2014 - 942,681 942,681

Charge for the year - 143,251 143,251

At 31 December 2014 - 1,085,932 1,085,932

At 1 January 2015 - 1,085,932 1,085,932

Charge for the year - 143,618 143,618

At 31 December 2015 - 1,229,550 1,229,550

Net book    value at 31 December 2015 355,674 3,059,889 3,415,563

Net book    value at 31 December 2014 355,674 3,203,507 3,559,181

Other income includes net income from investment property as follows:

2015 2014

Gross rental income 421,630 417,765

Depreciation, including amounts allocated from furniture and fittings used in the 
investment property (149,193) (148,669)

Other expenditure (93,124) (97,073)

Net rental income (note 17) 179,313 172,023
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The table below sets out the fair values of assets not measured at fair value and analyses them by the level in the fair value 
hierarchy into which each fair value measurement is categorised. 

At 31 December 2015 Level 1 Level 2 Level 3

Investment properties - 15,803,000 -

- 15,803,000 -

At 31 December 2014 Level 1 Level 2 Level 3

Investment properties - 15,352,000 -

- 15,352,000 -

Investment property comprises land and buildings owned by the Group. The fair value of the investment properties has been 
valued by an independent valuer not related to the Company. 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 technique 
during the year.

11.	EMPLOYEES’ BENEFITS

2015 2014

Balance at 1 January 593,971 553,227

Provided during the year 52,277 70,117

Paid during the year (43,716) (29,373)

At 31 December 602,532 593,971

Average number of employees 202 200

The Group’s contributions to Social Insurance Organisation pension scheme in respect of Bahraini employees for 2015 were 
BD 54,843 (2014: BD 46,806). 
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12.	PROPERTY, PLANT AND EQUIPMENT

Jetties and 
buildings

Plant and 
equipment

Motor 
vehicles and 

launches

Furniture 
and 

equipment

Capital 
work-in-
progress

 
Total

Cost

At 1 January 2014 3,732,184 3,374,105 270,366 377,899 4,082,576 11,837,130

Additions 64,765 20,159 - 14,443 142,254 241,621

Disposals 	 - - (19,923) - - (19,923)

At 31 December 2014 3,796,949 3,394,264 250,443 392,342 4,224,830 12,058,828

At 1 January 2015 3,796,949 3,394,264 250,443 392,342 4,224,830 12,058,828

Additions 28,700 99,834 6,105 - 1,018,408 1,153,047

Transfers 3,451,459 - - - (3,451,459) -

Disposals - - - - (13,878) (13,878)

At 31 December 2015 7,277,108 3,494,098 256,548 392,342 1,777,901 13,197,997

Depreciation

At 1 January 2014 3,147,990 2,793,318 250,157 344,472 - 6,535,937

Charge for the year:

Cost of sales 36,800 122,415 1,362 4,391 - 164,968

Operating expenses - - 13,266 10,601 - 23,867

Disposals - - (19,923) - - (19,923)

At 31 December 2014 3,184,790 2,915,733 244,862 359,464 - 6,704,849

At 1 January 2015 3,184,790 2,915,733 244,862 359,464 - 6,704,849

Charge for the year:

Cost of sales 156,962 62,282 - 4,281 - 223,525

Operating expenses - 820 4,244 11,041 - 16,105

At 31 December 2015 3,341,752 2,978,835 249,106 374,786 - 6,944,479

Net book value 2015 3,935,356 515,263 1,337 23,661 1,777,901 6,253,518

Net book value 2014 612,159 478,531 5,581 32,878 4,224,830 5,353,979
	
The service facilities and head office buildings of the Group are built on leasehold land, the lease of which was renewed for 
further period of 25 years since January 1997.
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13.	OTHER PAYABLES AND ACCRUED EXPENSES

2015 2014

Payables to contractors 444,425 466,947

Accrued expenses 391,076 287,619

Provision for charity 181,650 194,509

Provision for leave salary 94,033 83,053

Unclaimed dividends 137,674 122,406

Other payables 134,399 185,023

1,383,257 1,339,557

14.	SHARE CAPITAL

2015 2014

a)  Authorised share capital

18,000,000 (2014: 18,000,000) shares of 100 fils each 1,800,000 1,800,000

2015 2014

b) Issued and fully paid up

18,000,000 (2014: 18,000,000) shares of 100 fils each 1,800,000 1,800,000

Additional information on shareholding pattern

(i) Names and nationalities of the major shareholders and the number of equity shares held in which they have an interest 
of 5 % or more of issued and fully paid shares.

  Nationality No. of shares % holding

Yusuf Bin Ahmed Kanoo WLL Bahraini 8,485,110 47.1%

Social Insurance Organisation (SIO) Bahraini 1,350,038 7.5%
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(ii) The Group has only one class of equity shares and the holders of these shares have equal voting rights.

(iii) Distribution schedule of equity shares, setting out the number of holders and percentage in the following categories:

Categories* Number of 
Shares

Number of 
shareholders

% of total 
issued shares

Less than 1 % 5,339,685 662 29.66

1 %  to less than 5 % 2.825,167 10 15.70

5 %  to less than 10 % 1.350,038 1 7.50

10 %  to less than 20 % - - -

20 %  to less than 50 % 8,485,110 1 47.14

50 % and above - - -

  18,000,000 674 100.00
* Expressed as a percentage of total issued and fully paid shares of the Group.

97.86% of the shares are held by Bahraini individuals and legal entities incorporated in the Kingdom of Bahrain and 2.14 % by 
other nationalities. Total shares held by the directors at 31 December 2015 were 7.14% (2014: 7.10%).

15.	REVENUE

2015 2014

Ship repairing 5,521,512 4,715,047

Trading 319,424 114,385

Pump repairing 176,509 125,928

6,017,445 4,955,360

16.	GENERAL AND ADMINISTRATIVE EXPENSES

2015 2014

Staff expenses 950,027 897,724

Directors’ remuneration (note 24) 105,059 105,059

Rent expense 123,856 131,422

Insurance expense 42,729 43,092

Professional fees 37,736 36,817

Depreciation (note 12) 16,105 23,867

Advertising and marketing expenses 28,386 30,418

Travel and entertainment 6,983 10,160

Communication expenses 11,394 12,155

Other expenses 119,527 106,094

1,441,802 1,396,808

14.	SHARE CAPITAL  | Continued
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17.	OTHER INCOME

2015 2014

Property income, net (note 10) 179,313 172,023

Scrap sale 46,708 2,005

Other miscellaneous income 27,879 40,882

253,900 214,910

18.	EARNING PER SHARE

2015 2014

Profit for the year 1,567,650 1,362,683

Weighted average number of shares during the year 18,000,000 18,000,000

Basic earnings per share 87 fils 76 Fils

The Group does not have any convertible debt instruments as at reporting date.

19.	PROPOSED APPROPRIATIONS 

The Board of Directors propose a cash dividend of 50% (2014: 50 %) of the paid-up capital and other appropriations as 
follows:

2015 2014

Dividend 900,000 900,000

Transfer to charity contributions 39,191 34,067

939,191 934,067

20.	SEGMENTAL INFORMATION

The Group has three reportable segments, as described below, which are the Group’s strategic business units. The strategic 
business units offer different products and services, and are managed separately based on the Group’s management and internal 
reporting structure. For each of the strategic business units, the Board of Directors review internal management reports on at 
least a quarterly basis. The following summary describes the operations in each of the Group’s reportable segments:

•	 �Ship repairing and investments segment includes the Group’s main operating segment and its core operation of ship repairing 
and investment activities. 

•	 �Trading segment includes the Company’s trading division ‘TEAMS’ that specialises in the sale of mechanical, electrical and pumps.

•	 �Pump repairing segment represents the Company’s subsidiary that is specialised in pump repairing.

Performance is measured based on segment profit as included in the internal management reports that are reviewed by the 
Group Board of Directors. Segment profit is used to measure performance as management believes that such information is 
the most relevant in evaluating the results of certain segments relative to other entities that operate within these industries. The 
Group operates in Bahrain and hence does not have separate geographical segments.
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The Group has the following business segments:

2015
Ship

repairing & 
investment

Trading Pump
repairing

Elimination of 
inter-segment 
transactions

Total

Revenue 5,537,213 319,424 176,509 (15,701) 6,017,445

Gross Profit 2,294,306 72,921 56,155 - 2,423,382

Depreciation 233,923 778 4,929 - 239,630

Interest, dividend and other income 612,253 (318) 1,077 - 613,012

Profit / (loss) for the year 1,562,559 (30,435) 35,527 - 1,567,651

Total assets 25,916,446 449,150 197,300 (464,509) 26,098,387

Total liabilities (2,710,481) (478,319) (111,773) 414,509 (2,886,064)

2014
Ship

repairing & 
investment

Trading Pump
repairing

Elimination of 
inter-segment 
transactions

Total

Revenue 4,715,047 138,784 126,243 (24,714) 4,955,360

Gross Profit 2,123,991 27,417 23,852 2,175,260

Depreciation (185,181) (578) (3,076) - (188,835)

Interest, dividend and other income 581,306 599 2,326 - 584,231

Profit / (loss) for the year 1,418,408 (57,890) 2,165 - 1,362,683

Total assets 24,897,047 173,715 150,114 (331,046) 24,889,830

Total liabilities (2,248,024) (231,605) (96,684) 281,046 (2,295,267)

21.	GROUP’S PROPERTIES

Property Freehold /         
leasehold land

Usage Estimated 
age (years)

Fair value (BD) Location

Shipyard land Leasehold Operations Indefinite Not determined Mina Salman Industrial area

Shipyard building On leasehold land Office, store 52 Not determined Mina Salman Industrial area

Stockyard land Leasehold Operations 51 Not determined Mina Salman Industrial area

Stockyard building On leasehold land Office, store 49 Not determined Mina Salman Industrial area

Land Freehold Investment Indefinite BD 3.75m Al Markh, Saar 

Residential villas Freehold Investment 10 BD 10.69m Al Markh, Saar 

Residential villas Freehold Investment 3 BD 1.35m Al Markh, Saar

Showroom & warehouse building Leasehold Operations 3 Not determined Mina Salman Industrial Area
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22.	FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial assets of the Group include cash and cash equivalents, bank deposits, available-for-sale investments, held-to-maturity 
investments, and trade receivables. Financial liabilities of the Group include trade payables and accrued expenses. 

a)	 Risk management framework 

The Group’s exposure to risks and its approach to managing these risks are discussed below.  The Group has exposure to the 
following risks from use of its financial instruments:

	 •	 credit risk

	 •	 liquidity risk

	 •	 market risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives, policies and 
processes for measuring and managing risk, and the Group’s management of capital. The note also presents certain quantitative 
disclosures in addition to the disclosures throughout the consolidated financial statements.

The Board of Directors of the Group has overall responsibility for the establishment and oversight of the Group’s risk management 
framework.  The Group’s risk management policies are established to identify and analyse the risks faced by the Group, 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 Group’s activities. The Group limits the credit risk on bank 
balances by ensuring that these are maintained with banks having high credit ratings.

b)	 Credit risk

Credit risk is the risk that counter-party to a financial instrument will fail to discharge an obligation and cause the Group to incur 
a financial loss. The Group is exposed to credit risk primarily on investments, cash and cash equivalents, bank deposits and 
trade receivables. 

The credit risk on receivables is sought to be minimised by evaluation of the creditworthiness of customers prior to advancing 
credit limits. Appropriate procedures for follow-up and recovery are in place to monitor credit risk. The Group establishes an 
allowance for impairment that represents its estimate of incurred losses in respect of trade receivables.  This allowance relates to 
individually significant exposures. Management believes there is no further credit risk provision required in excess of the normal 
impairment on receivables (refer to note 5). The maximum credit risk exposure on receivables is the carrying amount, which is 
net of specific impairment allowances.

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

2015 2014

Held-to-maturity investments 500,574 500,969

Cash and cash equivalents 2,961,600 3,546,247

Bank deposits 4,902,964 5,334,858

Trade receivables 4,031,197 2,594,956

Other receivables 284,770 227,250

12,681,105 12,204,280
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The maximum exposure to credit risk for trade receivables at the reporting date by customer was:

2015 2014

US Navy 1,320,018 717,639

Al Jazira Shipping Company 298,320 139,040

Kanoo Shipping 149,302 -

Al Gosaibi Marine Services 120,362 -

Bahrain Defence Force 64,317 217,733

Others 514,251 743,890

2,466,570 1,818,302

Based on historic default rates, the Group believes that no impairment allowance is necessary in respect of trade receivables 
not past due. Trade receivables are considered past due when they are aged over 90 days from the billing date. 

2015 Gross Impairment Carrying amount

Neither past due nor impaired 1,574,699 - 1,574,699

Past due but not impaired 891,871 - 891,871

Past due and impaired  49,053 (49,053) -

2,515,623 (49,053) 2,466,570

2014 Gross Impairment Carrying amount

Neither past due nor impaired 1,211,562 - 1,211,562

Past due but not impaired 606,740 - 606,740

Past due and impaired  20,300 (20,300) -

1,838,602 (20,300) 1,818,302

c)	 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 manages its liquidity risk, by ensuring that banks and other facilities are adequate to meet its working 
capital requirements.  The following are the contractual maturities of financial liabilities, including interest payments:

2015 Carrying amount Contractual cash flows Within 1 year

Trade payables 900,275 900,275 900,275

Other payables 1,383,257 1,383,257 1,383,257

2,283,532 2,283,532 2,283,532

2014 Carrying amount Contractual cash flows Within 1 year

Trade payables 361,739 361,739 361,739

Other payables 1,339,557 1,339,557 1,339,557

1,701,296 1,701,296 1,701,296

Other liabilities are also expected to be settled within one year.

22.	FINANCIAL INSTRUMENTS AND RISK MANAGEMENT  | Continued
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d)	 Market risk

	� Market risk is the risk that changes in market factors, such as currency rates, interest rates and equity prices will affect the 
Group’s income or the value of its holdings of financial instruments. The objective of market risk management is to manage 
and control market risk exposures within acceptable parameters, while optimising the return on risk.

	 (i)	 Interest rate risk
	� Interest rate risk is the risk that the Group’s earnings will be affected as a result of fluctuations in the value of financial 

instruments due to changes in market interest rates. The Group’s interest rate risk is limited to its interest bearing bank 
deposits and debt securities.

	 At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was:

2015 2014

Fixed rate instruments

Government debt securities 500,574 500,969

Variable rate instruments

Cash and cash equivalents 2,961,600 3,546,247

Bank deposits 4,902,964 5,334,858

�	� As at reporting date, government debt securities had interest rate of 5% (2014: 5%), whereas average interest rate on bank 
deposits was 1.93 % (2014: 2.86 %).

	 Cash flow sensitivity analysis for variable rate instruments
	� A change of 100 basis points in interest rates at the reporting date would have increased/ (decreased) equity and profit or loss 

by BD 78,148 in both ways (2014: BD 86,870). This analysis assumes that all other variables, in particular foreign currency 
rates, remain constant. The analysis is performed on the same basis for 2014.

	 (ii)	 Other market price risk 
	� Market price risk arises from available-for-sale investments held by the Group. All of the Group’s quoted investments are 

listed on the Bahrain Bourse. A 2% increase / decrease in Bahrain Bourse prices at the reporting date would have increased 
/ decreased equity by BD 148,405 (2014: an increase / decrease of BD 153,644). 

	 (iii)	Currency risk
	� Currency risk is the risk that the Group’s earnings will be affected as a result of fluctuations in currency exchange rates.  The 

Group is exposed to currency risk on liabilities for purchases denominated in foreign currencies. The majority of the foreign 
currency payments are in US dollars. As the US dollar is pegged against the Bahraini Dinar, the Group perceives the currency 
risk to be low.

e)	 Capital management

	 The Group’s objectives for managing capital are:

	 	 ●	� to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for shareholders 
and benefits for other stakeholders; and

�		  ●	� to provide an adequate return to shareholders by pricing products and services commensurately with the level of risk.
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The Group manages the capital structure and makes adjustments to it in the light of changes in economic conditions and the 
risk characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group may adjust the amount 
of dividends paid to shareholders, return capital to shareholders, issue new shares. There were no significant changes in the 
Group’s approach to capital management during the year. Neither the Group nor its subsidiary is subject to externally imposed 
capital requirements.

The Board’s policy is to maintain a strong capital base so as to maintain investor, lender and Government confidence. The Board 
of Directors monitors that there is sufficient capital to ensure smooth working of the current operations.  The Group defines 
capital as total shareholder’s equity.

23.	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 Group has 
access at that date. The fair value of a liability reflects its non-performance risk.

When available, the Group measures the fair value of an instrument using the quoted price in an active market for that instrument. 
A market is regarded as active if transactions for the asset or liability take place with sufficient frequency and volume to provide 
pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group for which there are no other appropriate methods from which to 
derive fair value are carried at cost less impairment allowance.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price – i.e. the fair 
value of the consideration given or received. If the Group determines that the fair value at initial recognition differs from the 
transaction price and the fair value is evidenced neither by a quoted price in an active market for an identical asset or liability nor 
based on a valuation technique that uses only data from observable markets, then the financial instrument is initially measured 
at fair value, adjusted to defer the difference between the fair value at initial recognition and the transaction price. Subsequently, 
that difference is recognised in profit or loss on an appropriate basis over the life of the instrument but no later than when the 
valuation is wholly supported by observable market data or the transaction is closed out.

The Group recognises transfers between levels of the fair value hierarchy as of the end of the reporting period during which the 
change has occurred.

(i) The classification of financial instruments is as follows:

31 December 2015 Loans and 
receivables Available-for-sale Held-to-Maturity Others at 

amortised cost
Total carrying

Amount

Trade receivables 4,031,197 - - - 4,031,197

Cash and cash equivalents 2,961,600 - - - 2,961,600

Bank deposits 4,902,964 - - - 4,902,964

Investments - 3,226,735 500,574 - 3,727,309

Other receivables 284,770 - - - 284,770

12,180,531 3,226,735 500,574 - 15,907,840

Trade payables - - - 900,275 900,275

Other payables - - - 1,383,257 1,383,257

- - - 2,283,532 2,283,532
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31 December 2014 Loans and 
receivables Available-for-sale Held-to-Maturity Other at 

amortised cost
Total carrying

Amount

Trade receivables 2,594,956 - - - 2,594,956

Cash and cash equivalents 3,546,247 - - - 3,546,247

Bank deposits 5,334,858 - - - 5,334,858

Investments - 3,276,626 500,969 - 3,777,595

Other receivables 227,250 - - - 227,250

11,703,311 3,276,626 500,969 - 15,480,906

Trade payables - - - 361,739 361,739

Other payables - - - 1,339,557 1,339,557

- - - 1,701,296 1,701,296

(ii) Fair value hierarchy
The Group measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making 
the measures:

•	 Level 1
Quoted market price (unadjusted) in an active market for an identical instrument.

•	 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; 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 or indirectly observable from market data.

•	 Level 3
Valuation techniques using significant unobservable inputs. This category includes all instruments where the valuation technique 
includes inputs not based on observable data and the unobservable inputs have a significant effect on the instrument’s valuation. 
This category includes instruments that are valued based on quoted prices for similar instruments where significant unobservable 
adjustments or assumptions are required to reflect differences between the instruments.

a)	 Financial instruments measured at fair value
The table below analyses financial instruments measured at fair value at the reporting date, 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. 

2015 Level 1 Total

Available-for-sale investments 3,226,735 3,226,735

2014 Level 1 Total

Available-for-sale investments 3,276,626 3,276,626

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS
for the year ended 31 December 2015



Bahraini Dinars

Annual Report    201546

b)	 Financial instruments not measured at fair value
	� The table below sets out the fair values of financial instruments not measured at fair value and analyses them by the level in 

the fair value hierarchy into which each fair value measurement is categorised.

At 31 December 2015  Level 1 Level 2 Level 3 Total carrying value

Held-to-maturity investment    - 500,574 - 500,574

- 500,574 - 500,574

At 31 December 2014 Level 1 Level 2 Level 3 Total carrying value

    Held-to-maturity investment - 500,969 - 500,969

- 500,969 - 500,969

c)	 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.

24.	RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party, directly or indirectly through one or more intermediaries, 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 major shareholders, directors and key management personnel of the Group and entities that are related to these parties. 

The related party balances included in these consolidated financial statements are as follows:

a) Related party balances

2015 2014

Amount due from Kanoo Shipping 149,302 -

Amount due to Yusuf Bin Ahmed Kanoo WLL 26,910 11,553

b) Transactions with related parties 

2015 2014

Expenses
Purchase of air tickets and services 89,328 53,107
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c)	 Transactions with key management personnel

	� Key management personnel of the Group comprise of the Board of Directors and key members of management having 
authority and responsibility for planning, directing and controlling the activities of the Group.  Directors’ shareholding pattern 
has been disclosed under Note 16.  Compensation for key management personnel is as follows:

2015 2014

Directors’ remuneration 105,059 105,059

Directors’ sitting fee 26,941 26,941

Salaries and other short term benefits 122,413 114,383

Post employment benefits 7,700 7,700

262,113 254,083

25.	COMMITMENT AND CONTINGENT LIABILITIES

2015 2014

Letter of guarantees 10,000 10,000

The Group entered into a contract for new floating dock, power supply upgrade for the Group’s premises, and ERP system. 
The contract costs are BD 6,048,000, BD 612,409 and BD 171,709 respectively. Total cost incurred by the Group for new 
floating dock, power supply upgrade and ERP system till 31 December 2015 is BD 888,300 (2014: BD Nil), BD 570,247 
(2014: BD 569,345) and BD 178,406 (2014: BD 107,564) respectively. These commitments are expected to be settled in 2016.
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