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Regional focus,
           global reach

Vision To be recognised as 
a dynamic regional company 
that inspires its individual 
businesses to deliver 
outstanding results. 
Mission Winning the hearts 
and minds of our customers 
by delivering exceptional 
service. 
Values Honesty, Excellence, 
Achievement, Recognition 
and Team Spirit.
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Headquartered in the 
Kingdom of Bahrain, 
and with international 
operations spanning 
three continents, BMMI 
is a major sales and 
marketing, logistics and 
supply chain group.

BMMI specialises in the distribution, wholesaling 

and retailing of food and beverages, and represents a 

leading portfolio of global household name brands 

in the GCC. The Group is also a dominant regional 

player in the provision of contract-based consumables 

supply services for overseas governments and non-

government organisations. 

Listed on the Bahrain Stock Exchange, BMMI is one 

of the fastest growing companies in its sector, with 

an annual turnover approaching US$ 200 million. 

The Group adopts a performance-driven, customer-

focused business approach in line with international 

standards and global best practice. Based on 125 years’ 

uninterrupted operations in the Arabian Gulf, BMMI 

today enjoys a reputation as one of the leading private 

sector business enterprises in the GCC region. 

Bahrain Maritime and
        Mercantile International
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n Revenues of almost BD 57 million were the highest ever 

recorded

n Net profit was the second highest in BMMI’s history

n Nearly 30% of revenues now come from outside Bahrain

n New logistics joint venture in Kuwait commenced 

operations

n Group now has a presence in seven countries across three 

continents

n BMMI invited to address 11th Comesa summit conference

n New overseas government contract won by BMMI Djibouti

n ISS Bahrain secured 2nd year option for Navy contract

n MasterFoods agency set new world record for market share

n Alosra average basket value on par with international levels

n Completed restructuring of Human Resources department

n Introduced leadership competencies for management

n Finalised plans for introduction of Enterprise Risk 

Management

n Commenced implementation of Oracle-based ERP system

n Maintained Group-wide ISO 9001:2000 quality 

accreditation

n Established new Winning Hearts corporate culture 

committee

*  Note: In compliance with International Accounting Standards, 
revenues for ISS Bahrain have been accounted for as a Joint 
Venture from 1 January 2004, resulting in a corresponding 
decrease in the Statement of Revenues. 
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BMMI continued to grow strongly 
during 2006 – posting record revenues, 
expanding geographically, winning new 
business, and setting new records for 
market share, supported by further 
strengthening the Group’s organisational 
capability.
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Strategic developments 
during the year helped 
the Group grow closer 
towards achieving its 
vision to be a dynamic 
and diversified pan-
regional enterprise.

Chairman’s Message

Abdulla Buhindi, Chairman of BMMI

On behalf of the Board of Directors, I have 
the privilege to present the annual report 
and consolidated financial statements for 
the year ended 31 December 2006. I am 
delighted to report that 2006 proved to 
be one of the most successful years in the 
Group’s long history. Exceptional financial 
results were supported by a number of key 
strategic, operational and organisational 
developments.

Financial results

The financial performance of BMMI in 2006 was one 

of the best ever recorded. Sales revenues grew by 21 per 

cent to BD 56.9 million compared with BD 46.9 million 

for the same period in 2005, and net profit increased by 

14 per cent to BD 9.2 million (2005: BD 8.1 million). 

Shareholders’ equity stood at BD 35 million (2005:  

BD 30.9 million) while the basic earnings per share  

was 105 fils (2005: 92 fils). 

It is worth noting that all revenue generating streams 

recorded year-on-year revenue and profit growth, with 

the exception of our government contracts business, 

which grew revenues by nearly 40 per cent but reported 

a drop in profitability. This was due to the negative 
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impact of stockholding issues and inventory write-offs 

as a result of the transition from the previous prime 

vendor contract to the new one that started in late 

2005. I am pleased to report that we are now through 

this transition period, and expect improved levels of 

profitability from our new prime vendor contract in 

2007.

The Group’s managed investment portfolio, which 

is supervised by an Investment Committee reporting 

to the Board of Directors, continued to perform well 

during 2006. Total funds under management increased 

from BD 8.7 million to BD 10.8 million, yielding an 

annualised return of  7.1 per cent. The well-balanced 

portfolio, which consists primarily of regional and 

international bond and equity investments, is managed 

according to strict and conservative investment criteria 

in order to provide effective risk diversification and 

ready liquidity.

Strategic progress

During 2006, we made excellent progress in 

implementing the Group’s strategy of regional 

expansion. A key achievement was the establishment 

of our new joint venture – BMMI United Logistics 

Company – in Kuwait. 

The BMMI group now has a presence in seven 

countries across three continents, with almost 30 per 

cent of revenues coming from outside Bahrain. This 

encouraging trend is in line with our strategic intent to 

strengthen and expand the Group’s regional presence, 

and enhance our joint venture initiatives. It will help to 

provide major and diversified sources of revenue over 

the medium to long term, and open up new investment 

opportunities in the Gulf region. It will also enhance 

our ability to sustain the exceptional growth that we 

have achieved over the past few years, which has been 

driven primarily by our growing contractual business. 

Future strategic plans include capitalising on our 

existing investment in Djibouti to develop new business 

activities in the Horn of Africa. The potential for 

BMMI in this region was highlighted by the Group’s 

Chief Executive being invited to address the 11th 

summit conference of the Common Market for Eastern 

and Southern Africa (Comesa) in Djibouti, which 

was attended by Heads of State from twenty African 

countries. Elsewhere, we plan to expand our logistics 

and supply chain operations in Qatar with a prospective 

joint-venture partner, and extend the reach of Alosra 

Supermarket in the Kingdom of Bahrain with additional 

outlets in prime locations. 

Operational achievements

Despite increased competition, our core sales and 

marketing businesses in Bahrain – wholesale and retail 

food and beverages – achieved record financial results 

and increased market share. In Qatar, ZAD Marketing 

& Distribution also performed strongly, with increased 

revenues and profitability. The Group’s joint-venture, 

ISS Bahrain, successfully secured an option for the 

second year of its port husbandry contract with navy 

forces in Bahrain, while BMMI Djibouti won a new 

food supply contract for the French government in East 

Africa and a logistics contract with the United States 

Agency for International Development (USAID).

Organisational developments

Throughout the year we continued to strengthen the 

Group’s organisational capabilities with a number of 

notable achievements. These include finalising plans 

for the introduction of Enterprise Risk Management in 

early 2007. Identifying and prioritising risks throughout 
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our diverse operations and ensuring that we effectively 

manage them is critical to our continued success. 

Equally critical is the application of the latest 

information and communications technology (ICT) 

and I am pleased to report the Board’s approval for a 

major investment in a new Oracle-based ERP system 

that will integrate all Group operating and support 

systems. In terms of human resources, we continued to 

enhance our focus on improving performance with the 

introduction of leadership competencies for managers 

and behavioural competencies for all staff. At the same 

time, we conducted ongoing reviews of the Group’s 

environmental, health and safety policies, evolved our 

Winning Hearts corporate culture programme, and 

maintained our Group-wide ISO accreditation. 

Corporate governance

BMMI is committed to adopting and practising the 

highest international standards relevant to our diverse 

business and support activities. In 2006, we continued to 

strengthen the Group’s corporate governance framework 

to ensure full compliance with the latest requirements 

from the Central Bank of Bahrain. We also reviewed 

and enhanced our internal financial controls and risk 

management policies and procedures. 

Corporate social responsibility

We take seriously our responsibility to support the social 

well-being of the community in which BMMI operates. 

During 2006, we provided financial support for a range 

of charitable, medical and educational institutions, 

as well as several cultural, sporting and social events, 

while the first group of students of the Alosra University 

Scholarship scheme are set to graduate next year. We also 

continued our initiatives to support charities in the local 

communities where the Group is headquartered, with 

increasing personal involvement of BMMI staff.

Looking ahead

The Board is currently evaluating a number of very 

interesting business opportunities across the region, 

which includes potential new strategic alliances and 

business partnerships. We will use these to implement 

our strategy of geographic expansion in areas where 

the Group can tap its core competencies and add 

value. With the continued focus on performance 

improvements, the Board is confident in Management’s 

ability to move BMMI closer to its goal of becoming a 

leading, diversified pan-regional enterprise.

Appropriations

The Board proposes the following appropriation of the 

year’s net profit: 

n  Dividend distribution of BD 4.4 million, equivalent to 

50 fils per share (2005: 50 fils per share) of which 20 

fils was distributed as an interim dividend during the 

year

n  Directors’ fees of BD 104,700

n  Transfer of BD 500,000 to the General Reserve

n  Transfer of BD 413,276 to the Statutory Reserve

n  Charity donation reserve allocation of BD 187,280

n  In terms of the Directors’ remuneration, in 2006 

total payments of BD 161,600 were received by the 

members of the Board. These comprised BD 116,200 

as Directors’ fees, and BD 45,400 as other Committee 

fees

n Bonus share issue at the ratio of one for each ten 

shares of the issued share capital

Acknowledgements

During the year, Mr Mohammed Al Shroogi resigned 

from the Board, and I would like to take this opportunity 

to thank him for his diligent efforts and valuable 

contribution to the Group during his tenure. The Board 

of Directors has since appointed Mr Mohammed Farouq 
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Almoayyed to fill the vacant position, assuming office 

with effect from January 2007. The Board takes this 

opportunity to wish Mr Almoayyed every success.

On behalf of the Board of Directors, I would like 

to express my gratitude to His Majesty the King, 

His Highness the Prime Minister, and His Highness 

the Crown Prince and Commander-in-Chief of the 

Bahrain Defence Force, for their wise leadership and 

encouragement of the Kingdom’s private sector. Special 

thanks are also due to all Government ministries, 

especially the Central Bank of Bahrain, the Bahrain 

Stock Exchange, and the Ministry of Industry and 

Commerce, for their guidance and support.

I would also like to take this opportunity to 

acknowledge the continued confidence and loyalty of 

our shareholders, customers and business partners. 

Finally, my sincere appreciation goes to the management 

team and staff of BMMI, without whose hard work and 

dedication, such another successful year would not have 

been possible.

Abdulla Buhindi

Chairman
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The 2006 Formula 1 Grand Prix in Bahrain provided BMMI with an ideal 
showcase for three of our FMCG and Beverages agencies. The Red Bull 
Racing team is sponsored by Red Bull Energy Drink, Budweiser sponsors 
the Williams team, while Henkel – whose brands include Persil, Pril and 
Fa – sponsors McLaren.
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BMMI is committed to 
adopting and practising 
the highest international 
standards relevant to 
our diverse business 
and support activities.

The Board of Directors is accountable to the 

shareholders for the creation and delivery of strong 

sustainable financial performance and long-term 

shareholder value. The Chairman is responsible for 

leading the Board, ensuring its effectiveness, monitoring 

the performance of the Executive Management, and 

maintaining a dialogue with the Group’s shareholders. 

The Board has appointed three Committees to assist it 

in carrying out its responsibilities. The Internal Audit 

function reports directly to the Board through the Audit 

Committee. Members of the Board/Committees, and 

members of the Executive Management are listed in this 

report on page 4/5.

Framework

BMMI’s corporate governance framework comprises 

a code of business conduct; operational policies and 

procedures; internal controls and risk management 

systems; internal and external audit and compliance 

procedures; effective communications and transparent 

disclosure; and measurement and accountability.

Upholding  
       standards

Corporate Governance
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BMMI seeks to balance entrepreneurship, 
control and transparency. This includes 
conducting all policy and affairs in 
compliance with regulatory requirements. 
It also involves having the right checks 
and balances in place throughout the 
organisation, to ensure that the right 
things are always done, in the right way.

Code of conduct

To protect the Group’s reputation, BMMI has 

developed a Code of Business Conduct that sets 

out the behaviour that is expected from directors, 

management and staff. The Code has been made 

available in both printed and electronic format, and 

can be viewed on the Group’s website. 

Compliance

As a listed company, BMMI has in place 

comprehensive policies and procedures to ensure full 

compliance with the relevant rules and regulations of 

the Central Bank of Bahrain and the Bahrain Stock 

Exchange. Compliance with insider trading and 

other related requirements is handled by the Audit 

Committee.   

Communications

BMMI conduct all communications with its 

stakeholders in a professional, honest, transparent, 

understandable, accurate and timely manner. Main 

communication channels include an annual and 

interim report and accounts, corporate brochure 

and website, internal intranet and newsletter, and 

announcements in the appropriate local press.
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2006 was a year of 
outstanding operational 
achievements, 
with all areas of the 
Group continuing 
to deliver improved 
levels of growth and 
performance.

Gordon Boyle, Chief Executive of BMMI

I am delighted to report that 2006 was a year 
of remarkable achievements across all areas 
of the Group’s operations. Our business 
divisions all contributed to record levels of 
growth, while expanding and enhancing 
their core activities. At the same time, the 
numerous initiatives implemented by our 
support divisions during the year resulted 
in BMMI becoming a stronger, more 
professional and efficient organisation. 

Corporate

BMMI’s corporate departments comprise Quality 

Systems and Corporate Communications. During 2006, 

the Quality Systems team continued to develop our 

Company-wide policies and procedures, and ensured 

that we maintained our ISO 9001:2000 accreditation. 

This now covers all Group activities in the GCC region 

related to the import, warehousing, wholesaling, 

distribution and retailing of food and beverages. Also 

during the year, the Lloyds Agency certification held by 

our joint-venture Inchcape Shipping Services Bahrain 

was confirmed, while BMMI finalised plans to apply for 

accreditation to the international occupational health 

and safety standard OHSAS 18001.
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The Quality Systems team has been additionally tasked 

with managing the introduction of the Group’s new 

Enterprise Risk Management system. They have already 

started working with the Senior Management Group to 

identify and prioritise the different risks throughout our 

various regional operations. Managing such risks is a 

critical business requirement, and will help ensure that 

we create a more rounded and focused organisation.

The Corporate Communications team is responsible 

for ensuring that all communications with BMMI’s 

stakeholders – both internal and external – are 

conducted in a professional, transparent, accurate 

and timely manner. The team is also responsible for 

protecting the Group’s image and brand equity. During 

2006, a new Corporate Identity Manual, which contains 

updated guidelines for the use and application of our 

many subsidiary, joint venture and divisional logos was 

introduced. The team also actively leads the Group’s 

corporate social responsibility programmes.

Sales & Marketing

The Sales & Marketing division, which comprises our 

wholesale and retail food and beverage activities in 

Bahrain and Qatar, posted record results during 2006, 

with increased market share and brand visibility.

Nader Trading successfully implemented its strategy 

of building and maintaining an FMCG brand portfolio 

that focuses on quality rather than quantity, only taking 

on new brands that are innovative and fill a clearly 

identified gap in the market. The team maintained 

its well established reputation for ethical trading, 

professionalism and customer service, together with its 

highly respected approach to merchandising, especially 

in the areas of expiry dates and stock rotation. 

As a result, both revenues and margins increased 

strongly, driven by the success of key agencies such 

as Colgate, Kraft and Red Bull. A major achievement 

during the year was a new world record set by the 

Group’s MasterFoods agency, which achieved a 62.6 per 

cent market share of the chocolate confectionery sector 

in Bahrain. 

Alosra Supermarket enjoyed another record year for 

sales and profits, with an average basket value almost 

on par with leading international supermarkets, despite 

operating in a much smaller operating unit and market. 

Indeed, Alosra Supermarket has proved to be a victim 

of its own success. Having carved out a leading market 

share in the high-end grocery segment in Bahrain in 

recent years, the space limitations of the current store in 

the Budaiya/Saar residential neighbourhood of Bahrain 

has impeded expansion to meet growing customer 

demand. Accordingly, BMMI is now actively seeking 

new sites through which to expand and enhance Alosra’s 

customer proposition. 

The BMMI Beverages team once again demonstrated 

its ability to develop innovative marketing strategies 

to counteract changing domestic market dynamics 

such as the relocation of sales outlets from residential 

areas in Bahrain. Due to careful brand management 

and enhanced relationships with major principals, the 

team was able to achieve its challenging target sales 

volumes while maintaining dominant market share by 

its key brands. The Formula 1 Grand Prix in Bahrain 

during March, which marked the start of the 2006 F1 

international calendar, once again provided BMMI 

with an ideal showcase for four of our leading food and 

beverages agencies. These comprise Red Bull Energy 

Drink, Budweiser, Diageo, and Henkel. 
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Logistics & Supply Chain

The Logistics & Supply Chain division comprises the 

Group’s customer-focused Government Contracts teams 

and the supplier-focused Supply Chain group. They are 

supported by state-of-the-art BMMI and joint-venture 

logistics complexes in Bahrain, Qatar and Kuwait in the 

GCC, and Djibouti in East Africa. 

The Group’s new overseas government contracts, 

which came into effect during late 2005, performed well 

during 2006. These comprise BMMI’s prime vendor 

contract that covers Bahrain, Qatar and Saudi Arabia; 

Inchcape Shipping Services’ husbandry contract for the 

naval forces in Bahrain; and BMMI’s third party logistics 

prime vendor contract in Djibouti. 

Key achievements during the first half of 2006 

include winning a food supply contract for the French 

government in Djibouti, with BMMI being one of 

the largest contracted suppliers. To support this new 

contract, BMMI successfully set up a new supply chain 

organisation to source food from France – another 

first for the Group. This entailed recruiting additional 

French-speaking staff to ensure that we can offer the 

right mix of knowledge, skills and customer service for 

our new client. Additionally, ISS Bahrain successfully 

secured an option for the second year of its port 

husbandry contract.

Also during this period, BMMI finalised the 

establishment of its new joint venture in Kuwait 

– BMMI United Logistics Company – with a subsidiary 

of the KIPCO Group. The venture’s new strategic intent 

and business objectives were agreed with our partner, 

including the recruitment of a General Manager. Other 

key strategic initiatives include the identification of land 

to progress the planned establishment of a new B&B 

Logistics warehousing facility in Qatar. This project 

will enable the Group to meet burgeoning consumer 

demand in the GCC’s fastest-growing economy. In 

addition, by capitalising on our investment to date 

in our core logistics capability in Djibouti, we have 

progressed plans to develop new food services and 

hospitality activities in the Horn of Africa. We have 

recently been awarded a logistics contract with the 

United States Agency for International Development 

(USAID) in Djibouti and reached a ‘best and final offer’ 

position for a bid submitted to the United Nations. 

Supply chain management excellence has now 

become a critical core competency of BMMI, and its 

continued successful development is a key element of 

the Group’s future business success. To this end, we are 

focusing on implementing mutually-agreed service level 

agreements between the supply chain function and the 

revenue generating streams across the Group to improve 

operational efficiency and effectiveness, and enhance 

levels of internal and external customer service and 

satisfaction. 

On the logistics front, the major expansion and 

upgrade of the Sitra warehouse was completed, together 

with an extensive renovation of the warehouse at Mina 

Salman port, and consolidation of bonded and duty-

paid warehousing facilities. This means that BMMI no 

longer needs to rely on outsourced storage facilities in 

Bahrain.
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Support Services

BMMI’s Support Services division comprises the 

vital back office functions of central finance, human 

resources, information technology, administration, 

health and safety, and security. Throughout 2006, 

we continued our focus on enhancing BMMI’s 

organisational capability and improving operational 

excellence. The effective management and measurement 

of performance remains a key differentiator of the 

Group. Monthly reporting and monitoring of key 

performance indictors (KPIs) is now firmly in place, 

and a number of key corporate and divisional KPIs were 

reviewed and improved during the year, in line with 

evolving strategic and operational objectives. 

During 2006, the restructuring of the Human 

Resources department was completed. A revised HR 

Manual was launched, and new management and 

staff behavioural competencies were introduced. Staff 

training opportunities were also expanded with the 

introduction of a new e-learning programme. 

A key initiative in developing BMMI’s corporate 

culture programme – Winning Hearts – was 

implemented in 2006 with the establishment of a new 

corporate culture committee led by the Chief Executive. 

Information and communications technology (ICT) 

is a critical business driver and added value enabler 

for the Group. The Board’s approval of Management 

proposals for a new Oracle-based ERP system will 

provide important benefits across all business operations 

and support functions. 

The Group’s substantial investment in this new 

system is an integral component in the development of 

BMMI’s logistics and supply chain excellence, and will 
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strong footing to meet future challenges and achieve our 

ambitious business goals. 

They also serve to underline the gradual evolution 

of BMMI from a team to more of a family. As a Group, 

we now have a presence in seven countries across three 

continents, with our staff comprising people of 24 

different nationalities. As a family, we embrace particular 

norms of behaviour and share common values, which 

are enshrined in our Winning Hearts culture. This is 

what makes BMMI unique, and I am sure that such a 

family-oriented approach to business will help to ensure 

our collective future success and prosperity. 

On behalf of the management team, I would like to 

take this opportunity to express my sincere appreciation 

to the Directors for their unswerving confidence, 

support and guidance, and to thank the staff for their 

continued hard work, dedication and professionalism.

Gordon Boyle

Chief Executive
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result in greater operational efficiency and effective, 

improved productivity and enhanced service levels 

across the whole Group.

Major reviews of BMMI’s environment, health and 

safety (EHS) policies and procedures, and security 

operations, were also conducted during the year.

Social Responsibility

BMMI takes its responsibility to contribute to the 

well-being of the local community very seriously. As 

well as making financial donations to charities and 

other deserving causes, BMMI encourages its staff to 

participate in local community activities. During 2006, 

we continued to implement our corporate citizenship 

programme, which includes the involvement of 

management and staff in the local neighbourhood near 

to the Group’s headquarters. At the new day centre of 

the Bahrain Society for Children with Behavioural and 

Communications Difficulties in Sitra, a BMMI team 

provided personal interaction with the children – both 

at the centre and on outings. The Alosra University 

Scholarship scheme, which covers tuition fees for a 

four-year course at Bahrain University for students 

from low-income families, is now in its fourth year, with 

40 students enrolled. The first group of students will 

graduate in 2007.

The BMMI Family

Our impressive achievements in 2006 – building upon 

the remarkable progress of the last couple of years 

– clearly demonstrate that, as a team, BMMI is capable 

of results far in excess of what has been achieved in the 

past. These achievements have helped to put BMMI on a 
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We have audited the accompanying consolidated 
financial statements of Bahrain Maritime & Mercantile 
International BSC (“the Company”) [and its 
subsidiaries (together the “Group”)], which comprise 
the consolidated balance sheet as at 31 December 2006, 
and the consolidated income statement, the consolidated 
statement of changes in equity and the consolidated cash 
flow statement for the year then ended, and a summary 
of significant accounting policies and other explanatory 
notes. 

Responsibility of the Directors for the consolidated 
financial statements

The Directors of the Company are responsible for the 
preparation and fair presentation of these consolidated 
financial statements in accordance with International 
Financial Reporting Standards.  This responsibility 
includes: designing, implementing and maintaining 
internal control relevant to the preparation and fair 
presentation of the consolidated financial statements 
that are free from material misstatements, whether due 
to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates 
that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on 
these consolidated financial statements based on 
our audit.  We conducted our audit in accordance 
with International Standards on Auditing.  Those 
standards require that we comply with relevant ethical 
requirements and plan and perform the audit to obtain 
reasonable assurance whether the financial statements 
are free of 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 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 
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purpose of expressing an opinion on the effectiveness 
of the entity’s internal control.  An audit also includes 
evaluating the appropriateness of accounting principles 
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 
2006, and of its consolidated financial performance 
and its consolidated cash flows for the year then ended 
in accordance with International Financial Reporting 
Standards

Report on other legal and regulatory requirements

In addition, in our opinion, the Company has 
maintained proper accounting records and the 
consolidated financial statements are in agreement 
therewith. We have reviewed the accompanying report 
of the chairman and confirm that the information 
contained therein is consistent with the consolidated 
financial statements. We are not aware of any violations 
of the Bahrain Commercial Companies Law 2001 or 
the terms of the Company’s memorandum and articles 
of association having occurred during the year that 
might have had a material effect on the business of 
the Company or on its financial position. Satisfactory 
explanations and information have been provided to us 
by the management in response to all our requests.

KPMG

Manama, Kingdom of Bahrain

31 January 2007
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Consolidated Balance Sheet
as at 31 December 2006

BMMI Annual Report 2006 • 24

Bahraini Dinars

Notes 2006 2005

Assets

Property, plant and equipment 3 5,948,411 5,450,146

Investments in jointly controlled entities 4 1,407,788 1,097,868

Loan to a jointly controlled entity 23 550,000 550,000

Available-for-sale investments 5 10,789,360 8,706,770

Investment in associated company 6 3,312,659 3,168,530

Investment properties 7 - 155,080

Total non-current assets 22,008,218 19,128,394

Inventories 8 8,939,625 11,279,737

Trade and other receivables 9 7,445,790 7,667,245

Cash and cash equivalents 10,391,124 6,723,651

Total current assets 26,776,539 25,670,633

Total assets 48,784,757 44,799,027

Equity and liabilities

Share capital 10 9,092,061 8,265,510

Treasury shares 10 (1,356,631) (770,763)

Statutory reserve 11 4,546,031 4,132,755

General reserve 12 1,500,000 1,000,000

Charity reserve 161,563 -

Available-for-sale investments fair value reserve 337,633 545,899

Retained earnings 20,751,292 17,694,731

Total equity 35,031,949 30,868,132

Liabilities

Employee benefits 13 601,070 523,514

Total non-current liabilities 601,070 523,514

Trade and other payables 14 13,151,738 13,407,381

Total current liabilities 13,151,738 13,407,381

Total  equity and liabilities 48,784,757 44,799,027

The consolidated financial statements consisting of pages 24 to 44 were approved by the Board of Directors on 31 January 2007 and

signed on its behalf by:

Abdulla Hassan Buhindi Abdulla Mohammed Juma             

Chairman Vice Chairman
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Consolidated Income Statement
for the year ended 31 December 2006

Bahraini Dinars

Notes 2006 2005

Revenue 22 56,979,342 46,957,551

Cost of sales 22 (39,607,171) (32,336,750)

Gross profit 17,372,171 14,620,801

Other operating income 15 137,458 215,902

Selling and distribution expenses 16 (7,073,376) (5,629,970)

General and administrative expenses 17 (2,747,280) (2,473,565)

Other operating expenses - (15,600)

Profit from operations 7,688,973 6,717,568

Share of profit of jointly controlled entities, net 4 697,657 154,785

Dividend income 136,557 76,910

Gain on sale of available for sale investments 277,933 320,532

Profit on disposal of investment property - 455,160

Interest income 427,862 353,222

Net profit for the year 9,228,982 8,078,177

Basic earnings per share (Fils) 18 105 92

Abdulla Hassan Buhindi Abdulla Mohammed Juma              

Chairman Vice Chairman

The consolidated financial statements consist of pages 24 to 44.
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Consolidated Statement of Changes in Equity
for the year ended 31 December 2006
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Share Treasury

2006 Notes capital shares 

At 1 January 2006 8,265,510 (770,763)

Available-for-sale securities

Net change in fair value 5 - -

Net amount transferred to profit or loss

Total recognised income and expense directly in equity - -

Net income for the year

Total recognised income and expense for the year - -

Bonus shares issued 826,551 -

Purchase of treasury shares - (585,868)

Directors' fees for 2005 10 - -

Final dividend for 2005 10 - -

Interim dividend for 2006 - -

Transfer to statutory reserve 11 - -

Transferred to general reserve for 2005 - -

Transfer to charity reserve for 2005 - -

At 31 December 2006 9,092,061 (1,356,631)

Share Treasury

2005 Notes capital shares 

At 1 January 2005 7,187,400 (770,763)

Available-for-sale securities

Net change in fair value - -

Net amount transferred to profit or loss - -

Total recognised income and expense directly in equity - -

Net income for the year - -

Total recognised income and expense for the year

Bonus shares issued 1,078,110 -

Directors' fees for 2004 - -

Final dividend for 2004 - -

Interim dividend for 2005 - -

Transfer to statutory reserve 11 - -

Transferred to retained earnings - -

Transfer to general reserve  for year 2004 - -

At 31 December 2005 8,265,510 (770,763)

The consolidated financial statements consist of pages 24 to 44
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Bahraini Dinars

Statutory Revaluation Fair value Charity General Retained

reserve reserve reserve reserve reserve earnings Total

4,132,755 - 545,899 - 1,000,000 17,694,731 30,868,132

- - (20,330) - - - (20,330)

(187,936) - - - (187,936)

- - (208,266) - - - (208,266)

9,228,982 9,228,982

- - (208,266) - - 9,228,982 9,020,716

- - - - - (826,551) -

- - - - - - (585,868)

- - - - - (116,200) (116,200)

- - - - - (2,405,461) (2,405,461)

(1,749,370) (1,749,370)

413,276 - - - - (413,276) -

- - - - 500,000 (500,000) -

- - - 161,563 - (161,563) -

4,546,031 - 337,633 161,563 1,500,000 20,751,292 35,031,949

Statutory Revaluation Fair value Charity General Retained

reserve reserve reserve reserve reserve earnings Total

3,593,700 1,000,000 407,178 - 500,000 14,544,664 26,462,179

- - 152,896 - - - 152,896

- - (14,175) - - - (14,175)

- 138,721 - - - 138,721

- - - - - 8,078,177 8,078,177

138,721 - - 8,078,177 8,216,898

- - - - - (1,078,110) -

- - - - - (115,600) (115,600)

- - - - - (2,091,705) (2,091,705)

- - - - - (1,603,640) (1,603,640)

539,055 - - - - (539,055) -

- (1,000,000) - - - 1,000,000 -

- - - - 500,000 (500,000) -

4,132,755 - 545,899 - 1,000,000 17,694,731 30,868,132
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Consolidated Statement of Cash Flows
for the year ended 31 December 2006
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Bahraini Dinars

2006 2005

Operating activities

Cash received from customers 57,180,916 46,537,487

Payments to suppliers and employees (47,234,196) (41,008,145)

Other receipts 124,318 185,670

Cash flows from operating activities 10,071,038 5,715,012

Investing activities

Purchase of property, plant and equipment and capital work in progress (394,052) (951,673)

Sale of equipment 64,007 14,632

Purchase of available for sale investments (3,779,204) (3,095,123)

Disposal of available for sale investments 1,766,281 1,019,597

Acquisition of shares in associated company (144,129) (313,370)

Cash received from jointly controlled entities 376,013 508,546

Interest received 427,862 297,706

Dividend received 136,557 76,910

Cash flows from investing activities (1,546,665) (2,442,775)

Financing activities

Directors’ fees paid (116,200) (115,600)

Purchase of own shares (585,868) -

Dividends paid (4,154,832) (3,558,392)

Cash flows from financing activities (4,856,900) (3,673,992)

Net increase/(decrease) in cash and cash equivalents 3,667,473 (401,755)

Cash and cash equivalents at 1 January 6,723,651 7,125,406

Cash and cash equivalents at 31 December 10,391,124 6,723,651

The consolidated financial statements consist of pages 24 to 44.
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Notes to the 2006 consolidated financial statements
Bahraini Dinars
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1. ORGANISATION AND PRINCIPAL ACTIVITIES

Bahrain Maritime & Mercantile International BSC ("BMMI" or "the Company") is a Bahraini shareholding company registered in

Bahrain in accordance with the provisions of the Bahrain Commercial Companies Law 2001 and operates under commercial

registration number 10999 obtained in October 1980.

The consolidated financial statements for the year ended 31 December 2006 comprise the financial statements of the Company and

its subsidiaries (together referred to as the “Group”). 

The principal activity of the Group is wholesale and retailing of food, beverages and other consumable items.  It also provides

logistics and shipping services. The Group’s operations are concentrated in Bahrain and Qatar.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards and in conformity

with the Bahrain Commercial Companies Law 2001 and the Central Bank of Bahraini Disclosure Standards.

(b) Basis of preparation

The consolidated financial statements have been drawn up from the accounting records of the Group under the historical cost

convention except for available-for-sale investments which are stated at fair value.

The accounting policies have been consistently applied by the Group and are consistent with those used in the previous year.

(c) Basis of consolidation

(i) Subsidiaries

Subsidiaries are those enterprises controlled by the Group. Control exists when the Group has the power, directly or

indirectly, to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities. The

financial statements of the subsidiaries are included in the consolidated financial statements from the date that control

commences until the date that control ceases.

The principal subsidiary companies are as follows:

Effective Country of

ownership incorporation Activity

Nader Trading and Refrigerating Company WLL 100% Bahrain Consumer agencies

Alfayrooz Trading WLL 100% Bahrain Kraft agencies

Alosra Bahrain WLL 100% Bahrain Supermarket

Qatar Marketing International WLL 100% Qatar Catering  supplies-Ceased operations

BMMI Sarl (incorporated in current year) 100% Djibouti Air transport activity, storage &

distribution, import and export
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Notes to the 2006 consolidated financial statements (continued)
Bahraini Dinars
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2. Significant accounting policies (continued)

(c) Basis of consolidation (continued)

(ii) Jointly controlled entities

Jointly controlled entities are those enterprises over which the Group has joint control, established by joint ownership and or

contractual agreement. The consolidated financial statements include the Group’s share of the total recognized gains and

losses of jointly controlled entities on an equity accounted basis, from the date that joint control commences until the date

that joint control ceases.

When the Group’s share of losses exceeds its interest in jointly controlled entities, the Group’s carrying amount is reduced to

nil and recognition of further losses is discontinued except to the extent that the Group has incurred legal or constructive

obligations or made payments on behalf of jointly controlled entities.

The jointly controlled entities are as follows:

Effective Country of

ownership incorporation Activity

Inchcape Shipping Services Bahrain WLL 50% Bahrain Shipping services

Qatar Bahrain International WLL 50% Qatar Consumer agencies

B & B Logistics WLL 50% Bahrain Constructing and operating warehouses

A & B Logistics Services Co W.L.L. 50% Bahrain Import and export, selling and distribution.

(iii)Investment in associated company

Associated companies are those entities in which the Group holds, directly or indirectly, more than 20% of the voting power

and exercises significant influence, but not control, over the financial and operating policies. Investments in associated

companies are accounted for under the equity method of accounting. The consolidated financial statements include the

Group’s share of the total recognised gains and losses of associated companies on an equity accounted basis, from the date

that significant influence commences until the date that significant influence ceases. When the Group’s share of losses

exceeds its interest in an associated company, the Group’s carrying amount is reduced to nil and recognition of further losses

is discontinued except to the extent that the Group has incurred legal or constructive obligations or made payments on

behalf of an associated company.

The Group’s share of its associated company’s post-acquisition profits or losses is recognised in the income statement, and

its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements

are adjusted against the carrying amount of the investment. 

When the Group’s share of losses in an associated company equals or exceeds its interest in the associated company,

including any other unsecured receivables, the Group does not recognise further losses, unless it has incurred obligations or

made payments on behalf of the associated company.

During the year the Group’s share of profit and loss of the associated company, Banader Hotels Company BSC is nil as the

company has not commenced operations.
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2. Significant accounting policies (continued)

(c) Basis of consolidation (continued)

(iv) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised gains and losses arising from intra-group transactions, are

eliminated in preparing the consolidated financial statements.

(d) Treasury shares

Where the Company purchases its own equity share capital, the consideration paid, including any attributable transaction costs,

are deducted from total equity and recorded as treasury shares until they are cancelled.  Where such shares are subsequently sold

or reissued, any gain or loss is included in equity.

(e) Dividends and directors’ fees

Dividends and directors’ fees are recognised as a liability in the period in which they are declared.

(f) Revenue recognition

Revenue from sales represents the total invoice value, net of discounts, for goods sold and services provided. Rental income from

investment property is recognised in the income statement on a straight-line basis over the term of the lease. Dividend income is

recognised in the income statement on the date that the dividend is declared. Other revenues earned by the Group are

recognised on an accruals basis or when the Group’s right to receive payment is established.

(g) Interest income/(expense)

Interest income includes interest receivable on short-term deposits, foreign exchange gains and losses and interest payable on

borrowings under the effective interest rate method. 

(h) Leased assets

Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of the lease.

(i) Property, plant and equipment

(i) Owned assets

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any. The assets’

residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. An asset is written down

immediately to its recoverable amount if its carrying amount is greater than its estimated recoverable amount.

(ii) Subsequent expenditure

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for separately, is

capitalised. Other subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the

item of property, plant and equipment. All other expenditure is recognised in the income statement as an expense when

incurred.
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2. Significant accounting policies (continued)

(i) Property, plant and equipment (continued)

(iii)Depreciation

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of items of property,

plant and equipment. No depreciation is charged on freehold land. The estimated useful lives are as follows:

Freehold buildings 5 to 20 years from date of occupation

Leasehold buildings 15 to 20 years or period of lease, whichever is less

Plant and equipment 2 to 10 years

Motor vehicles 5 years

(j) Available-for-sale investments

Available-for-sale investments are initially measured at cost, being their fair value, including transaction costs. Available-for-sale

investments are subsequently re-measured to fair value at each reporting date. Fair value for unquoted securities is determined

by reference to the net asset value of the investment.  Unrealised gains and losses arising from changes in the fair values of

available-for-sale investments are recognised in a fair value reserve as a separate component of equity.  In the event of sale,

disposal, collection or impairment, the related cumulative gains and losses previously recognised in equity are transferred to the

income statement of that year.

(k) Investment properties

Investment properties are stated at cost less accumulated depreciation and impairment losses, if any. Investment property

buildings are depreciated over their useful life of 9 years. During the year the investment property has been transferred to

property in line with its intended use.

(l) Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the

ordinary course of business, less estimated selling expenses. The cost of inventory is based on the first in first out principle. Cost

includes expenditure incurred in acquiring the inventories and bringing them to their existing location and condition.

(m)Employee benefits

(i) Bahraini employees

Pensions and other social benefits for Bahraini employees are covered by the General Organisation for Social Insurance

scheme to which employees and employers contribute monthly on a fixed-percentage-of-salaries basis. The Group’s

contribution to this scheme, which represents a defined contribution scheme under International Accounting Standard 

19 – Employee Benefits, is expensed as incurred.

(ii) Expatriate employees 

Expatriate employees are entitled to leaving indemnities payable under the Bahraini Labour Law for the Private Sector of

1976, based on length of service and final remuneration. Provision for this unfunded commitment which represents a

defined benefit plan under International Accounting Standard 19 – Employee Benefits, has been made by calculating the

notional liability had all employees left at the balance sheet date.

Notes to the 2006 consolidated financial statements (continued)
Bahraini Dinars
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2. Significant accounting policies (continued)

(n) Trade receivables

Trade receivables are recognised initially at cost, being their fair value and subsequently measured at amortised cost, less

provision for impairment. A provision for impairment of trade receivables is established when there is objective evidence that the

Group will not be able to collect all amounts due according to the original terms of receivables. Significant financial difficulties of

the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments

are considered indicators that the trade receivable is impaired. A provision is made when the carrying amount of the asset

exceeds the present value of the estimated future cash flows, discounted at the effective interest rate. The amount of the provision

is recognised in the income statement within selling and distribution expenses.

(o) Provisions

A provision is recognised in the balance sheet when the Group has a legal or constructive obligation as a result of a past event,

and it is probable that an outflow of economic benefits will be required to settle the obligation.

(p) Foreign currency transactions

I. Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary

economic environment in which the entity operates (‘the functional currency’). The consolidated financial statements are

presented in Bahraini Dinars, which is the Company’s functional and presentation currency

II. Transactions in foreign currencies are translated to Bahraini dinars, which is the Group’s measurement currency, at the

foreign exchange rates ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign

currencies at the balance sheet date are translated into Bahraini dinars at the foreign exchange rate ruling at that date. The

Group’s foreign operations are considered as an integral part of the Group’s operations and, accordingly, all foreign

exchange differences arising on conversion and translation are recognised in the income statement.

(q) Impairment

The carrying amounts of the Group’s assets are reviewed at each balance sheet date to determine whether there is any indication

of impairment.  If any such indication exists, the asset’s recoverable amount is estimated.  An impairment loss is recognised

whenever the carrying amount of an asset exceeds its estimated recoverable amount.  All impairment losses are recognised in the

income statement.

(r) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and bank balances.

(s) Critical accounting estimates and judgments in applying accounting policies

The Group makes estimates and assumptions that affect the reported amount of assets and liabilities. Estimates 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. Management estimates that suppliers will ship goods after one month

from placing of a purchase order. Hence purchase orders outstanding as at balance sheet date, but placed one month before

balance sheet date are assumed to be goods-in-transit.
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Notes to the 2006 consolidated financial statements (continued)
Bahraini Dinars
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3. PROPERTY, PLANT AND EQUIPMENT

Land and Plant and Motor

buildings equipment vehicles Total

Cost

At 1 January 2006 5,949,041 2,972,242 946,687 9,867,970

Transfer from investment property 232,389 - - 232,389

Additions 9,000 838,245 100,036 947,281

Other disposals - (67,525) (44,248) (111,773)

At 31 December 2006 6,190,430 3,742,962 1,002,475 10,935,867

Depreciation

At 1 January 2006 1,591,182 2,163,534 663,108 4,417,824

Transfer from investment property 77,309 - - 77,309

Charge for the year 199,954 250,623 115,791 566,368

Relating to disposals - (35,758) (38,287) (74,045)

At 31 December 2006 1,868,445 2,378,399 740,612 4,987,456

Net book value

At 31 December 2006 4,321,985 1,364,563 261,863 5,948,411

At 31 December 2005 4,357,859 808,708 283,579 5,450,146

Depreciation charge for  2005 144,819 235,542 93,626 473,987

Cost of fully depreciated assets

At 31 December 2006 632,928 1,866,921 469,663 2,969,512

At 31 December 2005 632,928 1,641,531 371,318 2,645,777

Land and buildings comprise the following:

2006 2005

Freehold land 1,703,095 1,703,095

Buildings on freehold land 2,618,890 2,654,764

4,321,985 4,357,859
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4. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

2006 2005

At 1 January 1,097,868 943,083

Investment made during the year 10,000 -

Share of profit of jointly controlled entities, net 697,657 154,785

Less: Amount received during the year (397,737) -

At 31 December 1,407,788 1,097,868

5. AVAILABLE-FOR-SALE INVESTMENTS

2006 2005

At 1 January 8,706,770 6,472,058

Purchase of new investments, at cost 3,779,204 3,095,123

Sale of investments (1,676,284) (1,013,307)

Changes in fair value during the year (20,330) 152,896

At 31 December 10,789,360 8,706,770

6. INVESTMENT IN ASSOCIATED COMPANY 

2006 2005

Balance at 1 January 3,168,530 -

Shares in exchange for investment property (land)  sold   (30,000,000 ordinary shares 

at par value of 100 fils fully paid up) - 3,000,000

Purchased during the year 2,858,301 shares at par value of 100 fils each, paid up 

50 fils each share (2005: allocated through  public offer and open market purchases 

6,206,949 shares at par value of 100 fils each, paid up 50 fils each share) 144,129 313,370

3,312,659 3,313,370

Adjustment for the Group’s share of the gain on disposal of the investment property 

to the associated company in exchange for shares above. - (144,840)

At 31 December 3,312,659 3,168,530
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Notes to the 2006 consolidated financial statements (continued)
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7. INVESTMENT PROPERTIES

Land Building Total

Cost

At 1 January 2006 116,425 115,964 232,389

Less: Transfer to property, plant and equipment (116,425) (115,964) (232,389)

At 31 December 2006 - - -

Depreciation

At 1 January 2006 - 77,309 77,309

Less: Transfer to Accumulated depreciation - (77,309) (77,309)

At 31 December 2006 - - -

Net book value

At 31 December 2006 - - -

At 31 December 2005 116,425 38,655 155,080

During the year, there has been a change in the use of land and buildings previously classified under investment properties. As a

result of this change, carrying amount of land and building has been transferred to property, plant and equipment in accordance

with International Accounting Standard 40, Investment Properties. 

8. INVENTORIES

2006 2005

Goods for resale 7,059,586 8,117,536

Goods-in-transit 3,185,387 3,671,879

10,244,973 11,789,415

Provision for expired and slow-moving items (1,305,348) (509,678)

8,939,625 11,279,737

9. TRADE AND OTHER RECEIVABLES

2006 2005

Trade receivables 6,530,726 6,446,017

Other receivables and prepayments 1,168,183 1,454,466

7,698,909 7,900,483

Provision for doubtful receivables (253,119) (233,238)

7,445,790 7,667,245
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10. SHARE CAPITAL

2006 2005

Authorised share capital 20,000,000 9,000,000

200,000,000 (2005: 90,000,000) shares of 100 fils each

Issued and fully paid

At 1 January 8,265,510 7,187,400

Bonus issue during the year 826,551 1,078,110

At 31 December : 90,920,610 (2005: 82,655,100) shares of 100 fils each 9,092,061 8,265,510

Treasury shares 3,452,083 shares (2005: 2,473,075 shares) (1,356,631) (770,763)

During 2006, the Company increased the issued and fully paid share capital by 8,265,510 (2005: 10,781,100) ordinary shares of 100

fils each of BD 826,551 (2005: BD1,078,110) by an issue of 1(2005:1.5) bonus share for every 10 (2005:10) shares held. These shares

rank pari passu with all other issued shares for future dividends and distributions. This bonus shares issue was made from a transfer

from retained earnings. 

The Bahrain Commercial Companies Law 2001 permits the holding of up to 10% of issued shares as treasury shares.

The Board of Directors has proposed a bonus issue of one for every ten shares held subject to the approval by the shareholders at the

Annual General Meeting.

The Board of Directors has proposed a cash dividend of 50 fils per share of 100 fils nominal value, a 50% dividend (2005: 50 fils per

share of 100 fils nominal value, a 50% dividend) of which 20 fils per share (2005: 20 fils per share) has already been paid as an

interim dividend. Directors remuneration of BD 104,700 (2005: BD 116,200) is also proposed. Proposed appropriations and the

Directors’ committee fees are in accordance with the Company’s Articles of Association and are subject to approval by the

shareholders at the Annual General Meeting.

2006 2005

Directors’ remuneration 104,700 116,200

Directors’ committee fees 40,800 45,400

Proposed dividend 2,624,056 2,405,461

Charity and Donations 187,280 161,500

2,956,836 2,728,561
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10. Share Capital (continued)

The largest shareholder is Yousuf Khalil Almoayyed & Sons BSC(c) with 5.37million (2005: 3.97 million) shares representing 5.91%

(2005: 4.81%) of the issued share capital. The distribution of shareholdings is as follows:

2006 2005

% of total % of total

No. of No. of outstanding No. of No. of outstanding

Categories shares shareholders share capital shares shareholders share capital

Less than 1% 73,243,729 420 80.56 35,059,202 364 42.42

1% up to less than 5%* 12,304,127 9 13.53 47,595,898 22 57.58

5% up to less than 10% 5,372,754 1 5.91 - - -

Total 90,920,610 430 100 82,655,100 386 100

*Includes 3.4 million treasury shares. 

11. STATUTORY RESERVE

In accordance with the Company’s Articles of Association and the Bahrain Commercial Companies Law 2001, 10 percent of the net

profit is appropriated to a statutory reserve, until such reserve reaches 50 percent of the paid-up share capital.  The Board of

Directors has proposed a transfer of BD 413,276 (2005: BD 539,055) to the statutory reserve in the current year. This reserve is not

normally distributable, except in the circumstances stipulated in the Bahrain Commercial Companies Law 2001.

12. GENERAL RESERVE 

In accordance with the Company’s Articles of Association and the recommendations of the Board of Directors, specific amounts are

transferred to the general reserve. The Board of Directors has proposed a transfer of BD 500,000 (2005: BD 500,000) to the general

reserve in the current year. This is subject to approval by the shareholders at the Annual General Meeting.   

13. EMPLOYEE BENEFITS

The contributions made by the Group towards the pension scheme for Bahraini nationals administered by the General Organisation

for Social Insurance in the Kingdom of Bahrain for the year ended 31 December 2006 amounted to BD  286,783  (2005: BD 107,903)

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

2006 2005

At 1 January 523,514 452,829

Charge for the year 106,893 142,100

Paid during the year (29,337) (71,415)

At 31 December 601,070 523,514

The number of staff employed by the Group at 31 December 2006 was 539 (2005: 511).
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14. TRADE AND OTHER PAYABLES

2006 2005

Trade payables 9,785,313 8,909,616

Other payables and accrued liabilities 2,900,549 4,417,902

Due to jointly controlled entities 465,876 79,863

13,151,738 13,407,381

15. OTHER OPERATING INCOME

2006 2005

Rental income 124,053 201,155

Gain on disposal of fixed assets 13,140 14,632

Miscellaneous income 265 115

137,458 215,902

16. SELLING AND DISTRIBUTION EXPENSES

2006 2005

Staff cost 2,584,062 2,327,789

Depreciation 317,600 292,138

Other selling and distribution expenses 4,171,714 3,010,043

7,073,376 5,629,970

Stock obsolescence provisions and write-off of 1,297,622 (2005: 508,533) is included in the other selling and distribution expenses.

17. GENERAL AND ADMINISTRATIVE EXPENSES

2006 2005

Staff cost 1,510,988 1,441,358

Depreciation 248,768 209,366

Other general and administrative expenses 987,524 822,841

2,747,280 2,473,565
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18. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of

ordinary shares outstanding during the year, excluding the average number of ordinary shares purchased by the Company and held

as treasury shares, as follows:

2006 2005

Net profit attributable to shareholders 9,228,982 8,078,177

Qualifying ordinary shares in issue attributable to ordinary shareholders 

(excluding treasury shares) at 1 January 79,610,698 80,182,025

Effect of bonus shares issued during 2006 8,018,202 8,018,202

Number of shares at 31 December (2005: adjusted for bonus shares issued in 2006) 87,628,900 88,200,227

Basic earnings per share 105 fils 92 fils 

19. RELATED PARTY TRANSACTIONS

a) 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. Transactions with related parties are conducted in the normal course of

business, at rates agreed on an arms’ length basis.

2006 2005

Banz Group  BSC (c)

Warehousing services received 24,738 34,983

Payables at 31 December 1,630 8,597

Loan to Jointly controlled entity

Loan to B & B Logistics WLL, which is interest free and without a fixed repayment term 550,000 550,000

b) Transactions with key management personnel

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the

activities of the Group. The key management personnel comprise members of the Board of Directors, the Chief Executive, the

Deputy Chief Executive and the two Chief Operating Officers and their compensation is as follows:

2006 2005

Short term benefits 404,196 389,662

Termination benefits 19,771 25,234

423,967 414,896
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20. NEW INTERNATIONAL FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

During the year the following new/amended IFRS’s and interpretations have been issued which are not yet mandatory for adoption

by the Group:

IFRS 7 Financial instruments: Disclosures

IAS 1 Presentation of Financial Statements (amended)

IFRIC 9 Reassessment of Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment

The adoption of these standards and interpretations are not expected to have any material impact on the consolidated balance sheet

and consolidated income statement.

21. COMMITMENTS

2006 2005

Letters of credit 15,547 378,000

Forward foreign exchange contracts - 334,140

On call of shares in the associated company - ( 50 fils per share  for 6,206,949 shares) 453,262 310,347

Letters of guarantee 780,000 1,012,337

22. SEGMENTAL ANALYSIS

The Group is organised into two main business segments:

Wholesale - wholesaling of food, beverage and other consumer products

Retail - retailing of food, beverage and other consumer products 

An additional service segment of the Group is the provision of shipping and other services.

The Group operates in three geographical segments, Bahrain, Qatar and Djibouti. Qatar and Djibouti operations are not significant.

Segment assets include all operating assets used by a segment and consist primarily of accounts receivable, inventories and property,

plant and equipment. Whilst the majority of assets can be directly attributed to individual segments, the carrying amount of certain

assets used jointly by two or more segments is allocated to segments on a reasonable basis. 

Segment liabilities include all operating liabilities and consist principally of accounts payable and accrued liabilities.
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22. Segmental analysis (continued)

Bahraini Dinars ‘000s

Services and 

Income statement Wholesale Retail general management Group

2006 2005 2006 2005 2006 2005 2006 2005

Revenue 40,458 33,418 16,469 13,530 52 9 56,979 46,957

Cost of sales (28,825) (23,140) (10,782) (9,196) - - (39,607) (32,336)

Gross profit 11,633 10,278 5,687 4,334 52 9 17,372 14,621

Operating costs, net (7,665) (6,095) (1,494) (1,384) (661) (625) (9,820) (8104)

Other operating income - - 126 110 11 91 137 201

Profit from operations 3,968 4,183 4,319 3,060 (598) (525) 7,689 6,718

Share of profit of jointly 

controlled entities, net - - - - 698 155 698 155

Dividend income - - - - 136 77 136 77

Gain on sale of available 

for sale investments - - - - 278 320 278 320

Profit on disposal of 

investment property - - - - - 455 - 455

Interest income / (expense) - - - - 428 353 428 353

Net profit for the year 3,968 4,183 4,319 3,060 942 835 9,229 8,078

Bahraini Dinars ‘000s

Services and 

Balance Sheet Wholesale Retail general management Group

2006 2005 2006 2005 2006 2005 2006 2005

Total assets 12,030 16,830 861 970 35,894 26,999 48,785 44,799

Total liabilities (8,626) (10,988) (1,015) (1,098) (4,112) (1,845) (13,753) (13,931)

Total net assets 3,404 5,842 (154) (128) 31,782 25,154 35,032 30,868
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23. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments 

The financial instruments of the Group consist primarily of cash and cash equivalents, available-for-sale investments, trade and other

receivables, trade and other payables.

Interest rate risk

Interest rate risk is the risk that the Group's earnings will be affected as a result of movements in interest rates. The Group does not

have a significant exposure to financial instruments with interest rate risk.

Credit risk 

Credit risk is the risk that counterparty to a transaction will fail to discharge an obligation and cause the Group to incur a financial

loss. The Group is exposed to credit risk primarily on its cash and bank balances and trade receivables.

Credit risk on cash and bank balances is limited as they are placed with local banks having good credit ratings. 

The creditworthiness of each customer is evaluated prior to sanctioning credit facilities. Credit review procedures are in place to

identify at an early stage, exposures which require more detailed monitoring and review. Appropriate procedures for follow-up and

recovery are in place to monitor the credit risk. 

Included in trade receivables BD 2,748,746 (2005: BD 6,134,460) is receivable from a single customer.

Liquidity risk 

Liquidity 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.  

Liquidity risk is managed by ensuring that sufficient funds are available, including unutilised credit facilities with banks, to meet any

future commitments.

Fair values

Fair values represent the amount at which an asset could be exchanged or a liability settled, in a transaction between knowledgeable,

willing parties in an arm's length transaction. Differences can therefore arise between the book values under the historical cost

method and fair value estimates.

Underlying the definition of fair value is a presumption that an enterprise is a going concern without any intention or need to

liquidate, curtail materially the scale of its operations or undertake a transaction on adverse terms.
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23. Financial Instruments and Risk Management (continued)

Fair values (continued)

The fair values of the Group’s financial assets and liabilities are not materially different from their carrying values, except for the loan

to a jointly controlled entity of BD 550,000 which is interest free and without a fixed repayment date. Fair value adjustment for this

loan is not significant.

24. COMPARATIVES

Certain prior year amounts have been reclassified to confirm to the presentation in the current year. Such reclassifications do not

affect previously reported net profit or equity.
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