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Bahrain Family Leisure Company B.S.C.
Directors’ report for the year ended 31 December 2016

Dear Shareholders

The Board of Directors have pleasure in submitting the audited financial statements of Bahrain
Family Leisure Company B.S.C. (“the Company” or “BFLC”) for the year ended 31 December 2016.

Principal activities and review of business developments

The principal activities of the Company include operating restaurants, providing services related
to family entertainment, supply of amusement related equipment and investing in businesses
with similar objectives to those of the Company.

The results for the year are set out on pages 16 and 17 of the financial statements.

Dividend

The Board of Directors of the Company do not propose any dividend for the year ended
31 December 2016 (2015: BD Nil).

Representation and audit
The Company’s activities for the year ended 31 December 2016 have been conducted in
accordance with the Bahrain Commercial Companies Law, Decree Number 21 of 2001, and other

relevant statutes of the Kingdom of Bahrain.

The Company has maintained proper, complete accounting records and these, together with all
other information and explanations, have been made freely available to the auditors, BDO.

The Board of Directors propose to appoint BDO as external auditors of the Company for the next
financial year who have expressed their willingness to continue in the office for the next
financial year.

Signed on behalf of the Board:

W

Abdul Latif Khalid Al Aujan
Chairman

Aqgeel Raees
Vice Chairman and
Managing Director

20 February 2017



Bahrain Family Leisure Company B.S.C.
Corporate governance report

i) Board, Board Members and Management
Board and Directors’ Responsibilities

The Board of Directors is accountable to shareholders for the proper and prudent investment
and preservation of shareholders interests. The Board's role and responsibilities include but not
limited to:

Monitoring the overall business performance

Monitoring management performance and succession plan for senior management
Monitoring conflicts of interest and preventing abusive related party transactions
Accurate preparation of the end of year financial statements

Convening and preparing the Shareholders' meeting

Recommend dividend payable to Shareholders and ensure its execution

Adapt, implement and monitor compliance with the company’s code of ethics
Review the company’s objectives and policies relating to social responsibilities

e Select, interview and appoint General Manager and other selected members of the
executive management

In this respect, the Directors remain individually and collectively responsible for performing all
Board of Director tasks.

Material transactions requiring board approval
The following material transactions require board review, evaluation and approval:

e The company strategy

e The annual budget

e Major resource allocations and capital investments

e Management responsibilities and training, development and succession plan for Senior
Management.

Election system of directors and termination process

Election/re-election of Board members takes place every three years at the meeting of the
shareholders.

Termination of a Board member’s mandate usually occurs by dismissal at the meeting of the
shareholders or by the member’s resignation from the Board of Directors.

Directors trading of company shares

The Directors did not trade in any shares during the year ended 31 December 2016.



Bahrain Family Leisure Company B.S.C.
Corporate governance report

(i) Board, Board Members and Management (continued)
Code of conduct and procedures adopted by the Board for monitoring compliance

The Board and the Company’s employees are expected to maintain the highest level of
corporate ethics and personal behaviour. The Company has established a Code of Conduct which
provides an ethical and legal framework for all employees in the conduct of its business. The
Code of Conduct defines how the Company relates to its employees, shareholders and the
community in which the Company operates.

The Board of directors has adopted the Bahrain Family Leisure Company code of Conduct and a
Whistle-blower policy to monitor compliance with company ethics.

The Code of Conduct provides clear directions on conducting business internationally,
interacting with governments, communities, business partners and general workplace behaviour
having regard to the best practice corporate governance models. The Code of Conduct sets out a
behavioural framework for all employees in the context of a wide range of ethical and legal
issues. The Code of Conduct has been published in the ‘Corporate Governance’ section of the
Company’s website.

The Board of Directors consists of 7 members as of 31 December 2016. The Board was elected in
March 2016 for a period of 3 years.



Bahrain Family Leisure Company B.S.C.

Corporate governance report

(i) Board, Board Members and Management (continued)

The following table summarizes the information about the profession and business title of the current Board members:

Name of Board Member

Mr. Abdul Latif Khalid Al
Aujan

Mr. Ageel Raees

Mr. Adel Salman Kanoo

Mr. Bashar Mohd Alhasan

Mr. Sharif Mohd Ahmadi

Mr. Garfield Jones

Mr. Suresh Surana

Profession

Businessman

CEO & Board
Member - Gulf
Hotels Group

Businessman

Businessman

Businessman

Deputy CEO
Gulf Hotels
Group

CFO Gulf Hotels
Group

Business Title

Chairman

Vice-

Chairman/Managing

Director

Director

Director

Director

Director

Director

Executive /
non-executive

independent / non-

independent

Non-executive /
Independent

Executive / Non-
independent

Non-executive /
Independent

Non-executive /
Independent
Non-executive /
Independent

Executive / Non-
independent

Executive / Non-
independent

Experience
in years

47

42

32

39

39

35

37

Qualification

University Degree in Commerce -
England

College Diploma in Catering and
Hotel Management from Brighton
Technical College in London -
England

Master Degree in Business
Administration and MSC Air
Transport Management.

Bachelor Degree - Economics

Bachelor Degree - Electrical
Engineering

HCIMA Part B Professional
Qualification

Commerce Graduate & Chartered
Accountant from India (ICAl)



Bahrain Family Leisure Company B.S.C.
Corporate governance report

(i) Board, Board Members and Management (continued)

6

7

Name of board member

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Mr.

Number of

Directorships in

Listed Companies

Abdul Latif Khalid Al Aujan
Aqgeel Raees

Adel Salman Kanoo

Bashar Mohd Alhasan
Sharif Mohd Ahmadi
Garfield Jones

Suresh Surana

one
one
Nil
Nil
Nil
Nil

Nil

The Company should hold a minimum of 4 board meetings during each year. During the year ended
31 December 2016, six board meetings were held. The following table summarizes the information
about Board of Directors meeting dates and attendance of directors at each meeting:

Names of Directors Present 10-Feb | 14-Feb | 18-Apr | 25-Jul

31-Oct | 05-Dec

Mr.

Abdul Latif Khalid Al Aujan

Mr.

Suresh Surana

1 v ¢ v | v v
2 | Mr. Ageel Raees N N N N N N
3 | Mr. Adel Salman Kanoo N N X N N N
4 | Mr. Bashar Mohd Alhasan \ N N N N N
5 | Mr. Sharif Mohd Ahmadi N N N N N N
6 | Mr. Garfield Jones N N N N N N
! v ¢ v v ¢

Total remuneration paid to the Board BD 14,100 as basic fee.

The following table summarizes the information about the profession and business title of each of
the Executive Management:

Name of Executive Business
Member Designation Profession Title Experience Qualification
General Business Hotel
Mr. Ibrahim Abdo Manager Administration GM 21 Management/F&B
Mr. K T Pauly (F:manc1al Administration FC 33 Commerce Graduate
ontroller

The total remuneration paid to the executive management is BD 39,600. The General Manager
position was vacant for few months during 2016.



Bahrain Family Leisure Company B.S.C.
Corporate governance report

(ii) Committees

The following table summarizes the information about Board Committees, their members and
objectives:

Audit Reviews the internal audit ME. S hs Executive / Non
Committee  program and internal control r. ouresh surana Independent

system, considers major .
y ’ ) Non-Executive /

findings of internal audit Mr. Bashar Mohd Alhasan

reviews, investigations and Indepe!'ldent
managements response. Mr. Garfield Jones Executive / Non
Ensures coordination among Independent
the internal and external

auditors.

The Company should hold a minimum of 4 Audit committee meetings during each year. During the
year ended 31 December 2016, 4 Audit committee meetings were held. The following table
summarizes the information about committee meeting dates and attendance of directors at each
meeting:

10 - February 17 - April 24 - July 30 - October

Mr. Suresh Surana N N N N
Mr. Bashar Mohd Alhasan N N, N N
Mr. Garfield Jones N N N N

Total remuneration paid to the Audit Committee members during 2016 was BD 3,200 as basic fee.

Identify persons qualified to become
members of the board of directors
and senior executive management of - Apduy Latif Khalid AL Non-Executive /
the company, with the exception of Aujan Independent
the appointment of internal auditors.

Nominating & Determine the appropriate size and

Remuneration  composition of the Board and

Committee committees of the board. Making
recommendations to the board on the
removal and appointment of N .
: . . on-Executive /
directors. Developing a succession Mr. Adel Salman Kanoo Independent

plan for the Board and senior

management and regularly reviewing

the plan.

Review, recommend and determine

remuneration and incentive policies

for the Board of Directors and senior Non-Executive /
managgment, having regard 'to. Mr. Sharif Mohd Ahmadi  Independent
prevailing market rates for similar

roles and making them as attractive

so as to retain and attract quality

people to run the company Executive / Non
successfully. Mr. Suresh Surana Independent



Bahrain Family Leisure Company B.S.C.
Corporate governance report

(ii) Committees

(continued)

The Company should hold a minimum of 2 Nominating and Remuneration committee meetings
during each year. During the year ended 31 December 2016, 2 Nominating and Remuneration

committee meetings were held. The following table summarizes the information about committee

meeting dates and attendance of directors at the meeting:

18 - April
Mr. Abdul Latif Khalid Al Aujan N
Mr. Adel Salman Kanoo X
Mr. Sharif Mohd Ahmadi N
Mr. Suresh Surana N

Total remuneration paid to the Nominating & Remuneration Committee members during 2016 is BD

1,850 as basic fee.

Corporate
Governance

Committee

The Company should hold a minimum of 2 Corporate Governance committee meetings during each
year. During the year ended 31 December 2016, 2 Corporate Governance committee meetings were

Corporate governance committee is
an internal system that encompasses
polices, processes, people, and
which makes sure the needs of
shareholders and other stakeholders
are met in full. This will be
accomplished by directing and
controlling managing activities using
good business practices, objectivity,
accountability and integrity.
Corporate Governance Committee
implements Corporate Culture of the
organization, commitment of the
board and senior management
towards the corporate governance
framework and approach of company
to adhere to the code as integrity
program rather than as compliance
program.

2. 2 2 2

Mr. Adel Salman
Kanoo

Mr. Ageel Raees

Mr. Sharif Mohd
Ahmadi

Mr. Suresh Surana

31 - October

Non-Executive /
Independent

Executive /

Non Independent
Non-Executive /
Independent
Executive /

Non Independent

held. The following table summarizes the information about committee meeting dates and
attendance of directors at each meeting:

Mr. Adel Salman
Mr. Ageel Raees
Mr. Sharif Mohd

Mr. Suresh Surana

15-March
Kanoo \
\/
Ahmadi N
\/

04-October

\/
\/
\/
\/

Total remuneration paid to the Corporate Governance Committee during 2016 was BD 2,100 as

basic fee.



Bahrain Family Leisure Company B.S.C.
Corporate governance report

(ii) Committees (continued)

Executive = The Executive Committee shall be Executive /

Committe ; ; Mr. Ageel Raees

Committee appointed by the Board and shall consist Non Independent
of Chairman and minimum two members Mr. Adel Sal Non-E ve /
of the Board. The Executive Committee Kr' €l >aiman | gn' XZCUUVG
shall act on behalf of the Board of anoo ndependent
Directors to determine matters which, in  Mr. Sharif Mohd Non-Executive /
the judgement of the Chairman of the Ahmadi Independent
Board, do not warrant convening a Mr. Garfield J Executive /
special meeting of the Board but should . Harfield Jones  Non Independent

not be postponed until the next
scheduled meeting of the Board.

During the year ended 31 December 2016, 4 Executive committee meetings were held. The
following table summarizes the information about committee meeting dates and attendance of
directors at each meeting:

02 - February 05 - April 18 - July 04 - October

Mr. Ageel Raees ~ N N N
Mr. Adel Salman Kanoo + N N N
Mr. Sharif Mohd Ahmadi ~ ~ N \
Mr. Garfield Jones + \ N N

Total remuneration paid to the Executive Committee during 2016 was BD 4,200 as basic fee.

(iii) Corporate Governance
Corporate governance code

The board and the Company’s employees are expected to maintain the highest level of corporate
ethics and personal behaviour. The Company has established a Code of Conduct which provides an
ethical and legal framework for all employees in the conduct of its business. The Code of Conduct
defines how the Company relates to its employees, shareholders and the community in which the
Company operates. The Board of directors has adopted the Code of Conduct and a whistle-blower
policy to monitor compliance with Company ethics.

There have been no changes to the Company corporate governance guidelines of the Company
during 2016.

Compliance with the corporate governance code

The Code of Conduct provides clear directions on conducting business internationally, interacting
with governments, communities, business partners and general workplace behaviour having regard
to the best practice corporate governance models. The Code of Conduct sets out a behavioural
framework for all employees in the context of a wide range of ethical and legal issues. The Code of
Conduct has been published in the "Corporate Governance’ section of the Company's website.”

BFLC currently complies with all the provisions of the Code with the exception of the following:

(1) HC 1.8.6 of the CBB Rule Book volume VI relating to Corporate Governance requires that the
board shall establish a Corporate Governance Committee of at least 3 independent directors.
However, the current composition of the Corporate Governance Committee is of 2 independent
and 2 non-independent directors.

(2) HC 3.2.1 of the CBB Rule Book volume 6 relating to Corporate Governance requires the
Chairman of Audit Committee to be an independent director. The current chairman of the Audit
Committee is not independent of the Company.

10



Bahrain Family Leisure Company B.S.C.
Corporate governance report

(iii) Corporate Governance (continued)

The above points have been discussed in the Board of Directors meeting and they are of the opinion
that these do not dilute the highest standards of Corporate Governance that the Company
maintains and at present it is not possible to keep the Board Committee composition as required by
the CBB rule Book Volume VI. However, the Board of Directors have noted the point and will aim to
formulate the Committees as per the regulatory requirements in due course.

Conflict of interest

In 2016, no instances of conflict of interest have arisen. In the instance of a conflict of interest
arising as a result of any business transaction or any type of resolution to be taken, the concerned
board member shall refrain from participating at the discussion of such transaction or resolution to
be taken. In this respect, BFLC board members usually inform the Board of a potential conflict of
interest prior to the discussion of any transaction or resolution. The Board member(s) concerned
would also refrain from voting in any instance where a conflict of interest shall arise.

Evaluation of Board and Chairman Performance

This is discussed in the Annual General Meeting and has been taken up as part of Corporate
Governance Code.

Means of communication with shareholders and investors

The Company is committed to providing relevant and timely information to its shareholders in
accordance with its continuous disclosure obligations under the Corporate Governance Code.

Information is communicated to shareholders through the distribution of the Company’s Annual
Report and other communications. All releases are posted on the Company’s website and released
to the shareholders in a timely manner.

The Company Secretary is responsible for communications with the shareholders and ensuring that
the Company meets its continuous disclosure obligations.

Management of principal risks and uncertainties faced by the Company

The board as a whole and management are assessing the risk from time to time. The Board of
Directors discuss and take proper measures for risks faced by the Company.

Review of internal control processes and procedures

The Review of Internal control process and procedures is performed regularly by the Company’s
internal auditors to ensure the efficiency.

Signed on behalf of the Board:

A

Abdul Latif Khalid Al Aujan / /f Ageel Raees
Chairman / Vice Chairman and
Managing Director

20 February 2017
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Bahrain Family Leisure Company B.S.C.
Statement of financial position as at 31 December 2016
(Expressed in Bahrain Dinars)

Notes 2016
ASSETS
Non-current assets
Property, plant and equipment 5 350,429
Intangible assets 6 4,017
Financial assets at fair value through profit or loss 7 5,909,241
6,263,687
Current assets
Inventories 8 23,930
Prepayments and other receivables 9 150,373
Cash and cash equivalents 10 634,516
808,819
Total assets 7,072,506
EQUITY AND LIABILITIES
Capital and reserves
Share capital 11 4,000,000
Statutory reserve 12 693,139
Capital reserve 13 68,245
Retained earnings 2,286,422
Treasury shares 11 (400,000)
Total equity 6,647,806
Non-current liabilities
Employees’ terminal benefits 14 63,322
Current liabilities
Trade and other payables 15 361,378
Total liabilities 424,700
Total equity and liabilities 7,072,506

2015

466,296
10,973
5,954,607
6,431,876
14,832
66,729
369,953
451,514

6,883,390

4,000,000
677,576
68,245
2,146,354
(400,000)

6,492,175

53,581

337,634

391,215

6,883,390

These financial statements, set out on pages 16 to 37, were approved and authorised for issue
by the Board of Directors on 20 February 2017 and signed on their behalf by:

A

Abdul Latif Khalid Al Aujan
Chairman

16

Ageel Raees
Vice Chairman and
Managing Director




Bahrain Family Leisure Company B.S.C.

Statement of profit or loss and other comprehensive income
for the year ended 31 December 2016

(Expressed in Bahrain Dinars)

Notes 2016 2015

Operating income 16 1,238,640 1,278,830
Operating costs 17 (1,059,249) (1,107,117)
Operating gross profit 179,391 171,713
Expenses
Staff costs (75,797) (131,856)
General and administrative expenses (53,114) (65,896)
Selling and advertising expenses (46,169) (69,858)
Depreciation on property, plant and equipment 5 (14,122) (20,273)
Amortisation of intangible assets 6 (6,949) (10,152)
Directors’ fees (25,450) (30,600)
Total expenses (221,601) (328,635)
Loss before investment and

other income/(loss) (42,210) (156,922)
Investment and other income/(loss) 18 197,841 (909,151)
Net profit/(loss) and other comprehensive

income/(loss) for the year 155,631 (1,066,073)
Basic and diluted earnings/(loss) per share 19 Fils 4.32 Fils (29.61)

These financial statements, set out on pages 16 to 37, were approved and authorised for issue
by the Board of Directors on 20 February 2017 and signed on their behalf by:

A

Abdul Latif Khalid Al Aujan
Chairman

Ageel Raees
Vice Chairman and
Managing Director
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Bahrain Family Leisure Company B.S.C.
Statement of changes in shareholders’ equity for the year ended 31 December 2016
(Expressed in Bahrain Dinars)

Share Statutory Capital Retained Treasury
capital reserve reserve earnings shares Total

At 31 December 2014 4,000,000 677,576 68,245 3,212,427 (400,000) 7,558,248
Net loss and other comprehensive loss

for the year - - - (1,066,073) - (1,066,073)
At 31 December 2015 4,000,000 677,576 68,245 2,146,354 (400,000) 6,492,175
Net profit and other comprehensive income

for the year - - - 155,631 - 155,631
Transferred to statutory reserve (Note 12) - 15,563 - (15,563) - -
At 31 December 2016 4,000,000 693,139 68,245 2,286,422 (400,000) 6,647,806

18



Bahrain Family Leisure Company B.S.C.
Statement of cash flows for the year ended 31 December 2016
(Expressed in Bahrain Dinars)

Notes 2016 2015

Operating activities
Net profit/(loss) for the year 155,631 (1,066,073)
Adjustments for:

Depreciation on property, plant and equipment 5 119,977 129,195

Unrealised fair value losses on financial assets at

fair value through profit or loss 7 45,366 1,145,466

Amortisation of intangible assets 6 6,949 10,152

Capital work-in-progress written-off 17 - 260

Interest income 18 (4,899) (1,034)

Dividend income 18 (229,046) (229,046)

Profit on disposal of property, plant and equipment 18 (3,050) (49)
Changes in operating assets and liabilities:

Inventories (9,098) 6,335

Prepayments and other receivables (83,647) 3,109

Trade and other payables 27,030 1,662
Employees’ terminal benefits, net 9,741 (4,446)
Net cash provided by/(used in) operating activities 34,954 (4,469)
Investing activities
Purchase of property, plant and equipment 5 (4,110) (27,007)
Proceeds from disposal of property, plant and equipment 3,050 725
Interest received 18 4,899 1,034
Dividend received 18 229,046 229,046
Net cash provided by investing activities 232,885 203,798
Net increase in cash and cash equivalents 267,839 199,329
Cash and cash equivalents, beginning of the year 318,018 118,689
Cash and cash equivalents, end of the year 10 585,857 318,018

19



Bahrain Family Leisure Company B.S.C.
Notes to the financial statements for the year ended 31 December 2016
(Expressed in Bahrain Dinars)

1 Organisation and activities

Bahrain Family Leisure Company B.S.C. (“the Company”) is a Bahraini public shareholding
company registered with the Ministry of Industry and Commerce in the Kingdom of Bahrain. The
Company obtained its commercial registration number 32196 on 13 July 1994.

The principal activities of the Company are operating restaurants, providing services related to
family entertainment, supply of amusement related equipment and investing in businesses with
similar objectives to those of the Company.

Until 2011, the Company operated two franchise restaurants, one under the name of “Ponderosa
Steakhouse” and other under the name of “Bennigan’s Restaurant”. In 2012, the Company
established a new restaurant under the name of “Cucina Italiana” and also started catering service
under the name “Kazbah Catering”. In 2014, “Ponderosa Steakhouse” has been closed and a new
restaurant was opened under the name of “Bayti”. In 2015, “Bayti” operations has been
discontinued, however, its commercial registration is still active.

The registered office of the Company is in the Kingdom of Bahrain.

Name and status of the divisions:

Name Commercial registration number Status
Bahrain Family Leisure Company 32196-01 Active
Kazbah 32196-04 Active
Ponderosa steak house 32196-05 Active
Kids Fun 32196-06 Active
Bennigan’s 32196-07 Active
Cucina Italiana 32196-13 Active
Bayti 32196-14 Active

2 Basis of preparation

Statement of compliance

The financial statements have been prepared in accordance with the International Financial
Reporting Standards (“IFRS”) as promulgated by the International Accounting Standards Board
(“IASB”), interpretations issued by the International Financial Reporting Interpretations Committee
(“IFRIC”), and in conformity with the Bahrain Commercial Companies Law, the Central Bank of
Bahrain (CBB) Rule Book (applicable provisions of Volume 6) and CBB directives, regulations and
associated resolutions, rules and procedures of the Bahrain Bourse.

Basis of presentation

The financial statements have been prepared using the going concern assumption under the
historical cost convention except for investments classified as financial assets at fair value through
profit or loss which are recorded at their fair market values at the statement of financial position
date.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of
applying the Company’s accounting policies. The areas involving a higher degree of judgment or
complexity or areas where assumptions and estimates are significant to the financial statements
are disclosed in Note 4.

The functional and presentation currency of the Company is Bahrain Dinars (BD).

20



Bahrain Family Leisure Company B.S.C.

Notes to the financial statements for the year ended 31 December 2016

(Expressed in Bahrain Dinars)

Basis of preparation (continued)

Improvements/amendments to IFRS/IAS 2012/2014 cycle

Improvements/amendments to IFRS/IAS issued in 2012/2014 cycle contained numerous
amendments to IFRS that the IASB considers non-urgent but necessary. ‘Improvements to IFRS’
comprise amendments that result in accounting changes to presentation, recognition or
measurement purposes, as well as terminology or editorial amendments related to a variety of
individual IFRS standards. The amendments are effective for the Company’s annual audited
financial statements beginning on or after 1 January 2016 and subsequent periods with earlier
adoption permitted. No material changes to accounting policies are expected as a result of these

amendments.

Standards, amendments and interpretations effective and adopted in 2016

The following new standards, amendment to existing standards or interpretations to published
standards are mandatory for the first time for the financial year beginning 1 January 2016 and have
been adopted in the preparation of the financial statements:

Standard or

Interpretation

Title

IFRS 13

Fair value measurement

Effective for annual
periods beginning

on or after

1 July 2015

Standards, amendments and interpretations issued and effective in 2016 but not relevant

The following new standards, amendments to existing standards and interpretations to published
standards are mandatory for accounting periods beginning on or after 1 January 2016 or subsequent
periods, but are not relevant to the Company’s operations:

Standard or

Interpretation  Title

IAS 1 Presentation of financial statements

IAS 16 Property, plant and equipment

IAS 19 Employee benefits

IAS 27 Separate financial statements

IAS 28 Investments in associates and Joint Ventures

IAS 34 Interim financial reporting

IAS 38 Intangible assets

IAS 41 Agriculture

IFRS 5 Non-current assets held for sale and discontinued
Operations

IFRS 7 Financial instruments - disclosures

IFRS 10 Consolidated financial statements

IFRS 11 Joint arrangements

IFRS 12 Disclosure of interests in other entities

IFRS 14 Regulatory deferral accounts

21

Effective for annual
periods beginning

on or after

1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016

1 January 2016
1 January 2016
1 January 2016
1 January 2016
1 January 2016



Bahrain Family Leisure Company B.S.C.
Notes to the financial statements for the year ended 31 December 2016
(Expressed in Bahrain Dinars)

2 Basis of preparation (continued)
Standards, amendments and interpretations issued but not yet effective in 2016

The following new/amended accounting standards and interpretations have been issued, but are
not mandatory for financial year ended 31 December 2016. They have not been adopted in
preparing the financial statements for the year 31 December 2016 and are expected to affect the
entity in the period of initial application. In all cases, the entity intends to apply these standards
from application date as indicated in the table below.

Effective for annual

Standard or periods beginning
Interpretation  Title on or after
IFRS 9 Financial instruments 1 January 2018
IFRS 15 Revenue from contracts with customers 1 January 2018
IFRS 16 Leases 1 January 2019

There would have been no change in the operational results of the Company for the year ended
31 December 2016 had the Company early adopted any of the above standards applicable to the
Company except for IFRS 9 and IFRS 15 impact of which is being assessed by the Company.

Early adoption of amendments or standards in 2016

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

3 Significant accounting policies

A summary of the significant accounting policies adopted in the preparation of these financial
statements is set out below. These policies have been consistently applied to all the years
presented, unless stated otherwise.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation. Cost
includes all costs directly attributable to bringing the asset to working condition for its intended
use.

Depreciation is calculated on the straight-line basis to write-off the cost of property, plant and
equipment to their estimated residual values over their expected economic useful lives as follows:

Buildings on leasehold land 20 years
Kitchen equipment 3-7 years
Furniture, fixtures and office equipment 5 years
Motor vehicles 5 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is
written-down immediately to its recoverable amount.

Gains and losses on disposal of property, plant and equipment are determined by reference to their
carrying amount and are taken into account in determining net profit.

Repairs and renewals are charged to the statement of profit or loss and other comprehensive
income when they are incurred.
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3 Significant accounting policies (continued)
Intangible assets

Intangible assets consist of fees paid for the acquisition of franchise rights and area development
costs. The intangible assets with a finite useful life are capitalised and amortised using the
straight-line method over the term of the franchise.

The carrying value of franchise rights is reviewed for impairment annually when the asset is not
yet in use or more frequently when an indicator of impairment arises during the reporting year
indicating that the carrying value may not be recoverable.

Financial assets

The Company classifies its financial assets at fair value through profit or loss and loans and
receivables. This classification depends on the purpose for which the asset is acquired.

a. Financial assets at fair value through profit or loss

All investments in equity instruments and contracts on those instruments are measured at fair
value. Assets in this category are included in non-current assets unless management has the
express intention of holding the investment for less than 12 months from the statement of
financial position date, or unless they will need to be sold to raise operating capital, in which
case they are included in current assets.

All purchases and sales of investments are recognised on the trade date, which is the date that the
Company commits to purchase or sell the asset. Cost of purchase includes transaction costs.
Investments are derecognised when the rights to receive cash flows from the investments have
expired or have been transferred and the Company has substantially transferred all the risks and
rewards of ownership.

Financial assets at fair value through profit or loss are subsequently re-measured at their fair values
and any changes in fair values of such investments, subsequent to initial recognition, are included
in the statement of profit or loss and other comprehensive income.

b. Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise principally through the provision of goods and services to
customers (e.g. trade receivables), but also incorporate other types of contractual monetary asset.
They are initially recognised at fair value plus transaction costs that are directly attributable to
their acquisition or issue, and are subsequently carried at amortised cost using the effective
interest rate method, less provision for impairment.

The Company's loans and receivables comprise other receivables and cash and cash equivalents in
the statement of financial position.

Other receivables

Other receivables are carried at their anticipated realisable values. An allowance is made for
impaired other receivables based on a review of all outstanding amounts at the year-end.

Cash and bank balances

For the purpose of the cash flows statement, cash and bank balances comprise cash on hand and
bank balances.
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3

Significant accounting policies (continued)

Financial liabilities

The financial liabilities of the Company consist of trade and other payables. These financial
liabilities are initially recognised at fair value and are subsequently re-measured at amortised cost
using the effective interest method.

Trade and other payables

Trade payables and other payables are recognised for amounts to be paid in the future for goods
or services received, whether billed by the supplier or not.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost, which is determined on the
first in first out basis, comprises expenditure incurred in the normal course of business in bringing
inventories to their present location and condition. Net realisable value is the estimate of the selling
price in the ordinary course of business net of selling expenses. Where necessary, an allowance is
made for obsolete, slow-moving and defective inventories. The stock is counted and verified on a
monthly basis. The differences, if any, are updated in the system. The old/perishable items are
written off on a periodic basis.

Share capital

Financial instruments issued by the Company are classified as equity only to the extent that they do
not meet the definition of a financial liability or financial asset. The Company’s ordinary shares are
classified as equity instruments.

Treasury shares

Shares of the Company re-acquired at the statement of financial position date are designated as
treasury shares until these are reissued or cancelled. The nominal value of the treasury shares is
shown as a deduction from reserves with the difference between the nominal value of the shares and
the purchase price being adjusted against the capital reserve. The gains or losses on sale of treasury
shares are recognised in the statement of changes in shareholders’ equity.

Employees’ terminal benefits

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided. A provision is recognised for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

Post-employment benefits

Employee benefits and entitlements to annual leave, holiday, air passage and other short-term
benefits are recognised as they accrue to the employees. The Company contributes to the pension
scheme for Bahraini nationals administered by the Social Insurance Organisation in the Kingdom of
Bahrain. This is a defined contribution pension plan and the Company’s contributions are charged to
the statement of profit or loss and other comprehensive income in the year to which they relate. In
respect of this plan, the Company has a legal obligation to pay the contributions as they fall due and
no obligation exists to pay the future benefits.

The expatriate employees of the Company are paid leaving indemnity in accordance with the
provisions of the Bahrain Labour Law. The Company accrues for its liability in this respect on an
annual basis.
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3 Significant accounting policies (continued)

Revenue recognition

Revenue represents sale of food, beverages, entertainment and other miscellaneous income. Sales
are recognised when the significant risks and rewards of ownership of the goods have passed to the
buyer and the amount of revenue can be measured reliably.

Dividend and other income are recognised when the Company’s right to receive payment is
established.

Operating leases

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to the statement of profit or loss and other comprehensive
income on a straight-line basis over the period of the lease.

Foreign currency transactions

Foreign currency transactions are accounted for at the rates of exchange prevailing on the dates
of the transactions. Gains and losses resulting from the settlement of such transactions and from
the translation, at the year-end rates, of monetary assets and liabilities denominated in foreign
currencies, are recognised in the statement of profit or loss and other comprehensive income.
Non monetary items measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rate
at the date of the transaction.

4 Critical accounting estimates and judgments

Preparation of the financial statements in accordance with IFRS requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenue and expenses during the reporting period. The determination of estimates
requires judgments which are based on historical experience, current and expected economic
conditions, and all other available information. Actual results could differ from those estimates.

The most significant areas requiring the use of management estimates and assumptions relate to:

economic useful lives of intangible assets and property, plant and equipment;
fair value measurement;

provisions;

going concern; and

contingencies.

Economic useful life of intangible assets and property, plant and equipment

Intangible assets and property, plant and equipment are amortised or depreciated over their
economic useful lives. Useful lives are based on the management's estimates of the period that the
assets will generate revenue or bring economic benefit to the Company. The economic useful lives
are periodically reviewed for continued appropriateness. Changes to estimates can result in
significant variations in the carrying value and amounts charged to the statement of profit or loss
and other comprehensive income in specific periods.
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4 Critical accounting estimates and judgments (continued)
Fair value measurement

A number of assets and liabilities included in the Company’s financial statements require
measurement at, and/or disclosure of, fair value.

The fair value measurement of the Company’s financial and non-financial assets and liabilities
utilises market observable inputs and data as far as possible. Inputs used in determining fair value
measurements are categorised into different levels based on how observable the inputs used in the
valuation technique utilised are (the ‘fair value hierarchy’):

Level 1: Quoted prices in active markets for identical items (unadjusted)
Level 2: Observable direct or indirect inputs other than Level 1 inputs
Level 3: Unobservable inputs (i.e. not derived from market data)

The classification of an item into the above levels is based on the lowest level of the inputs used
that has a significant effect on the fair value measurement of the item. Transfers of items
between levels are recognised in the period they occur. The Company has only one category of
financial assets which is carried at fair value on a recurring basis. Disclosure relating to fair value
hierarchy and basis of measurement is included in Note 24.

Provisions

The Company creates provisions for impaired other receivables to account for estimated losses
resulting from the inability of customers to make the required payments. At 31 December 2016, in
the opinion of the Company’s management, BD15,505 provision was considered necessary against
other receivables (2015: BD12,508). Management bases its estimate on current overall economic
conditions, ageing of the other receivables balances, historical write-off experience, customer
creditworthiness and changes in payment terms. Changes in the economy, industry or specific
customer conditions may require adjustments to the impaired other receivables recorded in the
financial statements.

Going concern

The management of the Company reviews the financial position on a periodical basis and assesses
the requirement of any additional funding to meet the working capital requirements and
estimated funds required to meet the liabilities as and when they become due. In addition, the
shareholders of the Company ensure that they provide adequate financial support to fund the
requirements of the Company to ensure the going concern status of the Company.

Contingencies

By their nature, contingencies will only be resolved when one or more future events occur or fail
to occur. The assessment of such contingencies inherently involves the exercise of significant
judgment and estimates of the outcome of future events.
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5 Property, plant and equipment

Cost

At 31 December 2014
Additions during the year
Disposals during the year

At 31 December 2015
Additions during the year
Disposals during the year

At 31 December 2016
Accumulated depreciation
At 31 December 2014
Charge for the year

On disposals

At 31 December 2015
Charge for the year

On disposals

At 31 December 2016

Net book value

At 31 December 2016

At 31 December 2015

Furniture,

fixtures

Buildings on and

leasehold Kitchen office Motor

land equipment equipment vehicles Total
1,100,288 547,747 693,925 74,647 2,416,607
- 7,971 19,036 - 27,007
(944) (11,187) (12,131)
1,100,288 554,774 701,774 74,647 2,431,483
- - 4,110 - 4,110
- (7,102) (7,102)
1,100,288 554,774 705,884 67,545 2,428,491
788,871 464,863 543,341 50,372 1,847,447
48,289 14,928 55,558 10,420 129,195
- (522) (10,933) - (11,455)
837,160 479,269 587,966 60,792 1,965,187
48,209 15,345 51,418 5,005 119,977
. - - (7,102) (7,102)
885,369 494,614 639,384 58,695 2,078,062
214,919 60,160 66,500 8,850 350,429
263,128 75,505 113,808 13,855 466,296

Depreciation on property, plant and equipment is charged in the statement of profit or loss and
other comprehensive income as follows:

Operating costs (Note 17)
Non-operating expenses

Year ended Year ended
31 December 31 December
2016 2015
105,855 108,922
14,122 20,273
119,977 129,195

Operating costs represent the depreciation on the property, plant and equipment relating to the

restaurants.

The Company operates from premises leased at a monthly rent of BD10,361 (2015: BD11,375) per

month.
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6 Intangible assets
31 December 31 December
2016 2015
Cost
As at 31 December 2015 and 2016 263,693 263,693
Accumulated amortisation
Opening balance 252,727 242,568
Amortisation charge for the year 6,949 10,152
Closing balance 259,676 252,720
Net book value 4,017 10,973

Intangible assets include franchise fees paid for the brand Bennigan’s and computer software.

The carrying amount of intangible assets are reviewed annually and adjusted for impairment
where considered necessary. Based on the undiscounted projected revenues for next five years, no
impairment provision is considered necessary.

7 Financial assets at fair value through profit or loss account

31 December 31 December

2016 2015
Opening balance 5,954,607 7,100,073
Unrealised fair value loss (Note 18) (45,366) (1,145,466)
Closing balance 5,909,241 5,954,607

All the financial assets are denominated in Bahrain dinars and are considered non-current.

Financial assets at fair value through profit or loss account comprise equity securities listed on the
Bahrain Bourse and are stated at fair value based on their quoted market price at the close of
business on 31 December 2016.

8 Inventories
31 December 31 December
2016 2015
Food 6,719 6,600
Beverage 12,286 5,517
Others 4,925 2,715
23,930 14,832
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9 Prepayments and other receivables
31 December 31 December
2016 2015
Other receivables 102,232 27,216
Provisions for impaired other receivables (15,505) (12,508)
86,727 14,708
Prepayments 56,110 50,292
Staff advances 336 529
Deposits 7,200 1,200
150,373 66,729
The Company’s prepayments and other receivables are denominated in Bahrain Dinars.
The movement in the provision for impaired other receivables is as follows:
31 December 31 December
2016 2015
Opening balance 12,508 6,508
Provision for the year 2,997 6,000
Closing balance 15,505 12,508
In the opinion of the Company’s management, the fair values of the other receivables are not
expected to be significantly different from their carrying values as at 31 December 2016.
10 Cash and cash equivalents
31 December 31 December
2016 2015
Fixed deposits 403,083 -
Balances with banks 230,183 368,653
Cash on hand 1,250 1,300
Cash and bank balances 634,516 369,953
Restricted cash earmarked for the payment of
unclaimed dividends (Note 15) 48,659) 51,935)
Cash and cash equivalents 585,857 318,018
The fixed deposit, having a maturity of less than 90 days from the date of inception and earn
interest rate of 1.5% per annum (2015: Nil)
The current account balances with banks are non-interest bearing, except for balances in
call accounts amounting to BD228,887 (2015: BD368,653) bear interest at an effective rate ranging
from 0.225% to 0.425% (2015: 0.225% to 0.425%) per annum.
11  Share capital
31 December 31 December
2016 2015
Authorised
200,000,000 (2015: 200,000,000) ordinary shares of 100 fils each 20,000,000 20,000,000
Issued and fully paid-up
40,000,000 (2015: 40,000,000) ordinary shares of 100 fils each 4,000,000 4,000,000
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11

Share capital (continued)

Treasury shares

Treasury shares were acquired consistent with the Ministry of Industry and Commerce’s approval
to purchase up to 10% of the Company’s issued and fully paid-up share capital. The nominal
value of these shares has been disclosed as deduction from reserves. The difference between the
nominal value of the acquired shares, and the purchase price, was credited to the capital

reserve (Note 13).

Additional information on shareholding pattern

At 31 December, the names and nationalities of the major shareholders and the number of

shares held in excess of 5% or more of the outstanding shares are as follows:

Major shareholders

Others
Gulf Hotels Group B.S.C.
Directors

Treasury shares

2016

2015

Percentage of

Percentage of

Number shareholding Number shareholding

Nationality of shares interest of shares interest
Various 24,205,625 60.51% 24,205,625 60.51%
Bahraini 10,100,000 25.25% 10,100,000 25.25%
Bahraini 1,694,375 4.24% 1,694,375 4.24%
36,000,000 90.00% 36,000,000 90.00%

4,000,000 10.00% 4,000,000 10.00%

40,000,000 100.00% 40,000,000 100.00%

The Company has only one class of equity shares and the shareholders have equal voting rights.

The distribution pattern of the issued share capital, setting out the number of shareholders and
the percentages broken down into the following categories is as follows:

Directors

Less than 1%

1% up to less than 5%
More than 20%

Treasury shares

Number of Percentage of total

Number of shares shareholders outstanding shares

2016 2015 2016 2015 2016 2015
1,694,375 1,694,375 7 7 4.24% 4.24%
16,497,121 16,497,121 930 930 41.24% 41.24%
7,708,504 7,708,504 11 11 19.27% 19.27%
10,100,000 10,100,000 _1 _1 25.25% 25.25%
36,000,000 36,000,000 949 949 90.00% 90.00%
4,000,000 4,000,000 - - 10.00% 10.00%
40,000,000 40,000,000 949 949 100.00% 100.00%
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11 Share capital (continued)
Details of directors’ interests in the issued share capital of the Company are as follows:

Number of shares

2016 2015

Abdul Latif Khalid Al Aujan 1,000,000 1,000,000
Aqgeel Raees * 100,000 100,000
Adel Salman Kanoo 192,500 192,500
Bashar Mohammed Ali Alhassan 100,000 100,000
Sharif Mohammed Ahmadi 101,875 101,875
Garfield Jones * 100,000 100,000
Suresh Surana * 100,000 100,000
1,694,375 1,694,375

*Nominee directors of Gulf Hotels Group B.S.C.

12  Statutory reserve

Under the provisions of the Bahrain Commercial Companies Law Decree No. 21 of 2001, an
amount equivalent to 10% of the Company’s net profit before appropriations is required to be
transferred to a non-distributable reserve account until such time as a minimum of 50% of the
issued share capital is set aside. During the year, a transfer of BD15,563 has been made to the
statutory reserve for the year ended 31 December 2016 (2015: BDNil).

13  Capital reserve
Capital reserve represents the excess of hominal value of the shares over its purchase price of the
treasury shares acquired (Note 11).

14 Employees’ terminal benefits

Local employees

The contributions made by the Company towards the pension scheme for Bahraini nationals
administered by the Social Insurance Organisation in the Kingdom of Bahrain for the year ended
31 December 2016 amounted to BD3,781 (2015: BD6,445).

Expatriate employees

The movement in the leaving indemnity liability applicable to expatriate employees is as follows:

31 December 31 December

2016 2015

Opening balance 53,581 58,027
Accruals for the year 17,031 18,916
Payments during the year (7,290) (23,362)
Closing balance 63,322 53,581
The number of staff employed by the Company 84 96
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15 Trade and other payables

31 December

31 December

Trade payables

Amounts due to related parties (Note 22)
Unclaimed dividends (Note 10 and breakdown below)
Accruals and other payables

Provision for leave salary and air passage

2016 2015
73,451 83,266
1,670 3,463
48,659 51,935
205,585 161,860
32,013 37,110
361,378 337,634

Trade payables are denominated in Bahraini Dinars and are normally settled within 60 days of

the suppliers’ invoice date.

Amounts due to related parties are unsecured, bear no interest and have no fixed repayment terms.

In the opinion of the Company’s management, the fair values of the trade and other payables

approximate their carrying values.

A year wise break-down of the unclaimed dividends is as follows:

Relating to the year 2016 2015
2000 1,582 1,582
2001 1,390 1,390
2005 3,392 3,405
2008 10,868 10,955
2010 13,325 15,847
2012 18,102 18,756
48,659 51,935

16 Operating income
Year ended Year ended
31 December 31 December
2016 2015
Food sales 590,835 627,826
Beverages sales 556,038 493,086
Services charges 87,263 149,031
Toy machines sales 4,467 8,809
Cigarette sales 37 78
1,238,640 1,278,830

17 Operating costs

Year ended Year ended
31 December 31 December
2016 2015
Staff costs 312,027 358,525
Food costs 165,835 190,196
Beverages costs 168,029 142,108
Depreciation of property, plant and equipment (Note 5) 105,855 108,922
Capital work-in-progress written-off - 260
Other operating costs 307,503 307,106
1,059,249 1,107,117
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18

19

20

21

Investment and other income/(loss)

Year ended Year ended
31 December 31 December
2016 2015

Unrealised fair value losses on financial assets
at fair value through profit or loss account (Note 7) (45,366) (1,145,466)
Dividend income 229,046 229,046
Interest income 4,899 1,034
Profit on disposal of property, plant and equipment 3,050 49
Miscellaneous income 6,212 6,186
197,841 (909,151)

Basic and diluted earnings per share

Basic and diluted earnings per share are calculated by dividing the net profit or loss attributable
to the shareholders by the weighted average number of ordinary shares in issue during the year,
excluding the treasury shares purchased and held by the Company.

Year ended Year ended

31 December 31 December

2016 2015

Net profit/(loss) attributable to the shareholders 155,631 (1,066,073)
Weighted average number of ordinary shares 36,000,000 36,000,000
Basic and diluted earnings/ (loss) per share Fils 4.32 Fils (29.61)

(refer note below)

The Company does not have any potentially dilutive ordinary shares. Accordingly, the diluted
earnings/ (loss) per share and basic earnings/(loss) per share are identical.

Dividend

The Board of Directors of the Company do not propose to pay any dividend (2015: BDNil). This is
subject to the approval of shareholders in the annual general meeting.

Commitments

a) Operating lease commitments

The future aggregate minimum lease commitments under non-cancellable operating leases
(Note 5) are as follows:

31 December 31 December

2016 2015

Not later than 1 year 124,337 123,336
Later than 1 year but not later than 5 years 498,756 559,356
Later than 5 years 183,150 242,550
806,243 925,242

b) Capital commitments

There are no capital commitments contracted for at the statement of financial position date
(2015: BDNil).
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22 Transactions and balances with related parties
Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial and operating decisions.
Related parties include the shareholders, key management personnel and their close family
members and such other companies over which the Company or its shareholders, key management
personnel and their close family members can exercise significant influence or can be significantly
influenced by those parties. Transactions with the related parties are authorised by the
management and are on arm’s length basis.
Transactions with related parties are as follows:
Year ended Year ended
Related party 31 December 31 December
Related party relationship Type of transaction 2016 2015
Attendance fees for
Directors { Directors  attending Board meetings 25,450 30,600
Office rent and electricity - 11,156
Gulf Hotels Shareholder Staff salary 4,179 5,276
Group B.S.C. AGM meeting hall rent etc. 1,194 1,512
Staff expenses 1,245 5,804
Abdul Latif Al
Aujan Food Common
International Shareholder Purchase of food items 9,905 8,228
Common
Bahrain Gas Shareholder Purchase of cooking gas 3,769 5,341
A summary of related party balances is as follows:
31 December 31 December
2016 2015
Amounts due to related parties (Note 15)
Gulf Hotels Group B.S.C. - Shareholder - 1,757
Abul Latif Al Aujan Food International - Common Shareholder 1,670 1,706
1,670 3,463
23 Segmental information

The Company’s activities are restricted to operating restaurants and catering assignments which
are subject to similar risks and returns. The Company also owns certain investments. The
ownership and returns on these investments do not form separate financial segments, hence no
business segmental information has been presented.

The Company operates only in the Kingdom of Bahrain and, hence, no geographical information is
presented in these financial statements.
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Financial assets and liabilities and risk management

Financial assets and liabilities carried on the statement of financial position include cash and
cash equivalents, other receivables, financial assets through profit or loss and trade and other
payables. The particular recognition methods adopted are disclosed in the individual policy
statements associated with each item.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains a healthy
capital ratio in order to support its business and maximise shareholders’ value.

The Company manages its capital structure and makes adjustments to it, in light of changes in
economic conditions. No changes were made in the objectives, policies and processes during the
years ended 31 December 2016 and 2015.

The Company monitors capital using a gearing ratio, which is net debt divided by total capital plus
net debt. The Company includes within net debt, trade and other payables less cash and cash
equivalents. Capital includes capital and reserves attributable to the shareholders of the Company.

31 December 31 December

2016 2015

Trade and other payables 361,378 337,634
Less: Cash and cash equivalents (634,516) (369,953)
Net surplus (273,138) (32,319)
Total capital 6,647,806 6,492,175
Capital and net debt 6,374,668 6,459,856

Gearing ratio -

The Company’s cash and cash equivalents exceeds its debt as at 31 December 2015 and 2016,
hence gearing ratio has not been calculated.

Risk management is carried out by the Board of Directors, which has overall responsibility for
the Company and oversight of the Company’s risk management framework and, whilst retaining
ultimate responsibility for them, it has delegated the authority for designing and operating
processes that ensure the effective implementation of the objectives and policies to the
Company's finance function. The Board receives monthly reports from the Company’s Financial
Controller through which it reviews the effectiveness of the processes put in place and the
appropriateness of the objectives and policies it sets.

The Board provides principles for overall risk management, as well as policies covering specific
areas, such as credit risk, interest risk, foreign exchange risk and investment of excess liquidity.

Credit risk is the risk that one party will fail to discharge an obligation and cause the other party to
incur a financial loss. Cash is placed with national and multi-national banks with good credit
ratings. Concentrations of credit risk with respect to other receivables are limited. Due to this
factor, management believes that no additional credit risk beyond amounts provided for collection
losses are inherent in the Company’s other receivables.

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in market interest rates. The Company’s call accounts earn fixed rates of interest. The negotiation
only occurs when the fixed deposits are renewed on maturity. The Company’s other assets and
liabilities in the opinion of the management are not sensitive to interest rate risk.

The sensitivity of the statement of profit or loss and other comprehensive income due to the effect

of reasonably possible changes in interest rates, with all other variables held constant, is not
estimated to be significant by management.
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Financial assets and liabilities and risk management (continued)
Risk management (continued)

Currency rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates. The Company’s foreign currency transactions are predominantly in
United States Dollars which is effectively pegged to the Bahrain Dinars. Accordingly, the
management does not consider the Company to have a significant currency rate risk.

Liquidity risk, also referred to as funding risk, is the risk that an enterprise will encounter
difficulty in raising funds to meet commitments associated with financial instruments. Liquidity
risk may result from an inability to sell a financial asset quickly at close to its fair value.

The Company’s management monitors liquidity requirements on a regular basis to help ensure that
sufficient funds are available to meet all liabilities as they fall due.

Price risk is the risk that the Company is exposed to investments held and classified on the
statement of financial position as financial assets at fair value through profit or loss. The Company
is not significantly exposed to commodity price risk. To manage its price risk arising from
investments in equity securities, the Company diversifies its portfolio. Diversification of the
portfolio is done in accordance with the limits set by the Company.

Investment fair value sensitivity analysis designated in the statement of financial position as
financial assets at fair value through profit or loss is as follows:

Impact on
Description Change profits
Financial assets at fair value through profit or loss +/-5% +/- 295,462
Financial assets at fair value through profit or loss +/-10% +/- 590,924

Fair value is the amount 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.

Financial instruments not measured at fair value on recurring basis include other receivables, cash
and cash equivalents and trade and other payables. In the opinion of the management, due to the
short-term nature of these financial instruments, the fair value of these financial instruments is not
significantly different from their carrying amounts as at 31 December 2016.
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Financial assets and liabilities and risk management (continued)

The following table sets out the fair value hierarchy of financial instruments measured at fair value on recurring basis along with valuation techniques and
significant unobservable inputs used in determining the fair value measurement of financial instruments as well as the inter-relationship between observable

inputs and fair value:

Financial assets

Quoted: Fair value through
profit or loss

Financial assets

Quoted: Fair value through
profit or loss

There were no transfers between levels during the years 2016 and 2015.

Events after reporting date

Fair value at 31 Level of Valuation technique
December 2016 Hierarchy used and key inputs
Quoted prices from stock
5,909,241 L1 exchanges
Fair value at 31 Level of Valuation technique
December 2015 Hierarchy used and key inputs
Quoted prices from stock
5,954,607 L1 exchanges

Significant
unobservable inputs

Inter-relationship
between unobservable
inputs and fair value

Not applicable

Significant
unobservable inputs

Not applicable

Inter-relationship
between unobservable
inputs and fair value

Not applicable

Not applicable

There were no significant events subsequent to 31 December 2016 and occurring before the date of signing of the financial statements that would have a
significant impact on these financial statements.
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