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Vision - To be
recognised as a
dynamic international
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.

Based in the Kingdom of Bahrain, and with international
operations spanning three continents, BMMI is a diversified
retail, distribution, contract services and supply group,
supported by a world class integrated logistics capability.
BMMI specialises in the wholesaling, distribution and
retailing of food and beverages, and represents a leading
portfolio of global household name brands. The Group
is also a growing international player in the provision of
contract-based 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 exceeding US$ 200 million. The Group adopts a
performance-driven, customer-focused business approach
in line with international standards and global best practice.
With 125 years of uninterrupted operations in the Arabian
Gulf, BMMI today enjoys a reputation as one of the leading
private sector business enterprises in the GCC region.
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Key Achievements
Completed 125 years of
operations in the Arabian Gulf

2008
2007
2006
2005
2004
2008

Established new African
subsidiary GSS (Global Sourcing
& Supply)

2004

Launched another Alosra store, at
Amwaj Islands, in Bahrain
Revenues surpassed BD 80
million for the first time
Record operating profit of just
under BD 10 million
Total assets increased by
ten per cent

10.1
9.2
8.1
10.5
Revenue (BD Millions)

Expanded Group’s footprint to
12 countries across 3 continents

Opened corporate liaison office
in Washington DC

7.5

80.4

2007
2006
2005

59.7
56.9
46.9
55.2
Equity (BD Millions)

2008
2007
2006
2005
2004

40.5
40.1
35.0
30.9
26.5
Return on Equity (per cent)

2008
2007

18
25

2006
2005
2004

26
26
40
Earnings per Share (Bahraini fils)

2008
2007
2006

71
105
95

2005
2004

92
151
Dividend Cover (Multiples)

2008
2007
2006
2005
2004

1.4
2.1
1.9
2.0
3.0

Board of Directors

BMMI Board of Directors
1

Mr Abdulla Hassan Buhindi, Chairman

2

Mr Abdulla Mohammed Juma, Vice Chairman

3

Ms Mona Yousif Almoayyed, Director

4

Mr Ebrahim Khalifa Al Dossary, Director

5

Mr Jehad Yousif Ameen, Director

6

Mr Redha Al Faraj, Director

7

Mr Shawki Ali Fakhroo, Director

8

Mr Mohammed Farouq Almoayyed, Director
Management Representatives

9

Mr Gordon Boyle, Chief Executive

10 Mr Jaffar Al Mansoor, Deputy Chief Executive
11 Mr Ammar Aqeel, Company Secretary
Executive Committee
Mr Shawki Ali Fakhroo, Chairman
Mr Ebrahim Khalifa Al Dossary
Ms Mona Yousif Almoayyed
Mr Jehad Yousif Ameen
Audit Committee
Mr Abdulla Mohammed Juma, Chairman
Mr Redha Al Faraj				
Mr Mohammed Farouq Almoayyed
Investment Committee
Mr Abdulla Hassan Buhindi, Chairman
Ms Mona Yousif Almoayyed
Mr Jehad Yousif Ameen
Mr Shawki Ali Fakhroo

6 - BMMI

BMMI - 7

1

2

3

4

5

6

7

8

9

10

11

Chairman’s Statement

On behalf of the Board of Directors, it is my pleasure to

During the year, we made excellent progress in implementing

present the BMMI Group’s annual report and consolidated

the

financial statements for the year ended 31 December 2008.

diversification of revenues. The most notable achievement

This proved to be a milestone year for BMMI, during which we

was the establishment of our new subsidiary in Africa - Global

successfully advanced our strategy of geographic expansion

Sourcing & Supply - which provides remote site services for

and diversification of revenues with the establishment of

clients in Mali, Gabon, Ghana and Sudan. Operating across

a new subsidiary in Africa, and also completed 125 years of

three continents, BMMI now serves clients in twelve countries

uninterrupted operations in the Gulf region.

around the world. Significantly, our overseas operations have

I am delighted to report that the Group posted another strong
financial performance during 2008. Total sales revenues

Group’s

strategy

of

geographic

expansion

and

increased their contribution to over 40 per cent of the Group’s
total revenues.

reached a new record of BD 80.4 million, up 34.7 per cent over

Operationally, 2008 was a record year for the Group, with

2007, with operating profit growing by 11.4 per cent to BD 9.6

all business lines posting strong growth and contributing

million compared to BD 8.6 million for the previous year. At

to BMMI’s improved revenues and operating profits. A key

the end of the year, shareholders’ equity was BD 40.3 million

development was the opening of Alosra at Amwaj Islands, as

compared to BD 40.1 million at the end of 2007, while total

part of our plans to broaden the Group’s supermarket activities

assets increased by 10 per cent to stand at BD 62.4 million,

in the Kingdom of Bahrain. Another successful development

reflecting the establishment of the Group’s new African

was the increase in revenues from our operations in Africa,

subsidiary, Global Sourcing & Supply (GSS). Administration

including our new subsidiary, GSS, which amounted to over

expenses for the year were BD 6.7 million compared to BD 3.6

BD 12 million, with profits exceeding BD 725,000. Since

million for 2007, largely attributable to the consolidation of

we began to expand the Group’s presence outside Bahrain

the GSS subsidiaries across Africa.

in 2002, operating profits have more than doubled, which

The unprecedented deterioration in global and regional market

reinforces the validity of our strategy and business model.

conditions during the second half of the year had an adverse

In view of the ongoing financial crisis and its impact on

impact on BMMI’s net profit for 2008, which decreased from

the GCC, we placed special emphasis during the year on

BD 10.1 million in 2007 to BD 7.5 million. This was due to

further enhancing the Group’s corporate governance and

the Group’s conservative provisioning of BD 1.8 million for

risk management framework, including the appointment of

impairment losses on its available-for-sale securities and BD

an in-house legal counsel. At the same time, we continued to

0.96 million against unrealised losses in 2009 on its foreign

strengthen our organisational capabilities, especially in the

currency option contracts that are used to manage some of

areas of quality, performance management, human resources,

its future transaction exposures. BMMI’s well-balanced

information technology, and health and safety. Also during

investment portfolio had total funds under management of

2008, we maintained our support for the well-being of the

BD 12.8 million at the end of the year, compared with BD 13.5

communities in which we operate, both at home and abroad,

million at the end of 2007.

through the Group’s diverse corporate social responsibility
programme.
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Abdulla Buhindi, Chairman

2008 proved to be a milestone year,
during which we successfully advanced
our strategy of geographic expansion
and diversification of revenues with the
establishment of a new subsidiary in
Africa.
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Mohammed Turaif - Assistant HR Manager
Ammar Aqeel - Group Financial Controller
Laura Mejia - Corporate Quality, Performance
and Communications Manager
Jad Moukheiber - Legal Affairs Manager
Salah Al Haiki - Administration Manager

In what constitutes a unique Bahraini
business success story, 2008 marked
the completion of 125 years of our
operations in the Gulf region.
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In what constitutes a unique Bahraini business success story,

On behalf of the Board of Directors, I would like to express

2008 marked the completion of 125 years of uninterrupted

my gratitude to His Majesty the King, His Highness the Prime

operations in the Gulf region by BMMI. During this time, the

Minister, and His Highness the Crown Prince and Deputy

Group’s growth has mirrored that of the Kingdom of Bahrain,

Supreme Commander, for their wise leadership, visionary

and we take pride in our enduring contribution to the nation’s

reforms, and encouragement of the Kingdom’s private sector.

social and economic development, and growing international

Special thanks are also due to all Government ministries,

recognition. However, while proud of our past achievements,

especially the Central Bank of Bahrain, the Bahrain Stock

we remain firmly focused on the future.

Exchange, and the Ministry of Industry and Commerce, for

Strongly capitalised, unleveraged, with healthy levels of

their guidance and support.

liquidity, and an excellent track record, the Group is well

I would also like to take this opportunity to acknowledge

positioned to meet the challenges of 2009 and to take

the continued confidence and loyalty of our shareholders,

advantage of new business opportunities. The demand-driven

customers and business partners. Finally, my sincere

nature and diversification of our core business activities

appreciation goes to the management team and staff of BMMI

comprising food and beverage retailing, wholesaling and

for their hard work and dedication, which proved essential in

distribution and contract services and supply should, through

attaining the results of yet another successful year.

sound management and inspiring leadership, continue to
shield us from the worst of the current global financial crisis
and turmoil of the regional markets.
The Board proposes the following appropriation of the year’s

Abdulla Buhindi

net profit:

Chairman

• Dividend distribution of BD 5.2 million, equivalent to 50
fils per share (2007: 50 fils per share) of which 20 fils was
distributed as an interim dividend during the year.
• Directors’ fees of BD 107,100/-.
• Transfer of BD 500,000/- to the General Reserve.
• Transfer of BD 54,812/- to the Statutory Reserve.
• Charity donation reserve allocation of BD 149,044/-.
• In terms of the Directors’ remuneration, in 2008 total
payments of BD 149,700/- were received by the members
of the Board. These comprised BD 105,900/- as Directors’
fees, and BD 43,800/- as other Committee fees.

Corporate Governance

The Group has long recognised the importance of sound

Compliance - As a listed company, BMMI has comprehensive

corporate governance as a critical factor in attaining fairness

policies and procedures in place to ensure full compliance

for all stakeholders, enhancing shareholder value, and

with the relevant rules and regulations of the Central Bank of

achieving organisational integrity and efficiency.

Bahrain and the Bahrain Stock Exchange. Compliance with

During 2008, the Board of Directors subjected all corporate
governance matters to a thorough review. This entailed

insider trading and other related requirements is handled by
the Audit Committee.

modifying certain corporate rules and procedures to

Code of Conduct - To protect the Group’s reputation, BMMI

accommodate the requirements of the various regulatory

has developed a Code of Business Conduct that sets out the

bodies in the Kingdom of Bahrain, and ensuring the continued

behaviour that is expected from directors, management and

incorporation of international standards and global best

staff. The Code has been made available in both printed and

practice.

electronic format, and can be viewed on the Group’s website.

The policies adopted by the Board provide guidelines for the

Communications - BMMI conducts all communication with

Group’s corporate governance practices, including corporate

its stakeholders in a professional, honest, transparent, straight

governance structure, stakeholders’ rights, shareholders’

forward, accurate and timely manner. Main communication

meeting, conflicts of interest, internal controls, disclosure

channels include an annual report and accounts, corporate

policies, and directors’ compensation, nomination and

brochure and website, Intranet and newsletter, and

election, in addition to the orientation of directors.

announcements in the appropriate local press.

Responsibilities - The Board of Directors is accountable to the

Risk Factors and Risk Management - BMMI is exposed

shareholders for the creation and delivery of strong sustainable

to a variety of risks that stem from the changing economic

financial performance and long-term shareholder value. The

environment and the volatility of supply and delivery in

Chairman is responsible for leading the Board, ensuring its

products and services. Factors contributing to, or intensifying

effectiveness, monitoring the performance of the Executive

these risks, include changes in regulatory and political

Management, and maintaining a dialogue with the Group’s

frameworks, changes in currency exchange rates, and changes

shareholders. The Board has appointed three Committees to

in the competitive environment and general underlying

assist it in carrying out its responsibilities.

business conditions. Managing and mitigating the negative

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.

impact of the wide array of risks in a systematic manner is
a key concern of the Board of Directors and Management.
Accordingly, BMMI has instituted policies, frameworks and
procedures to foster sound risk awareness among all those
concerned.
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Jaffar Shehab - System Support Officer
Ghassan Amir - Operation Administrator

The Group has long recognised the
importance of sound corporate governance
as a critical factor in attaining fairness for all
stakeholders, enhancing shareholder value,
and achieving organisational integrity and
efficiency.
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Brandon Smith - General Manager, Contract Supply
Robert Smith - COO, Contract Services & Supply
Sivakumar Lakshman - Financial Controller, Contract
Services & Supply
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Executive management
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Gordon Boyle, Chief Executive Officer

Clinton Evans, General Manager, Inchcape

Jaffar Al Mansoor, Deputy Chief Executive Officer

Shipping Services

and Chief Financial Officer

Brandon Smith, General Manager, Contract Supply

Robert Smith, Chief Operating Officer,

Linda Lawrence, Government Contracts Manager

Contract Services & Supply

Carla Geday, Business Development Director,

Mike Eastwood, Chief Operating Officer,

Washington DC

Retail & Distribution

Patrick Favorite, Sourcing & Supply Manager

Corporate & Support Services
Ammar Aqeel, Group Financial Controller
and Company Secretary
Wissam El Jamal, Corporate Business
Development Manager
Laura Mejia, Corporate Quality, Performance
and Communications Manager
Salah Al Haiki, Administration Manager
Mike Kruger, Chief Information Officer
Mohammed Turaif, Assistant Human Resources
Manager
Retail & Distribution
Ian Moir, Beverages Manager
Cyrilo Baring, Manager, Alosra Supermarket
Karim Al Mahal, Consumer Manager

Johan Kriel, General Manager, BMMI-United
Logistics, Kuwait
Marc Starke, Country Manager, BMMI, Djibouti
Lou Pettinelli, Manager, BMMI Export, USA
Michael Burton, Manager - GSS, Sudan
Jean Louis Rossi, Manager - GSS, Gabon
Philippe Sabatie, Manager - GSS, Mali and Ghana

Chief Executive’s Report

It is fitting that the year in which we completed 125 years of

Accordingly, throughout 2008, we continued to enhance

uninterrupted operations in the Arabian Gulf, also marked

the key critical support functions of Human Resources and

the major transformation of BMMI from a predominantly

Information Technology. In addition, we further strengthened

pan-regional enterprise into a truly internationally-based

our risk management and internal controls framework,

group.

maintained our focus on quality and health and safety, and

During 2008, we extended the Group’s footprint to twelve
countries across three continents, and tripled our headcount,

pursued our ongoing commitment to international standards
and global best practices.

with a worldwide team representing around 30 different

Without any doubt, BMMI is now a totally different

nationalities. Since we began to initiate our strategy

organization than it was five years ago. However, our guiding

of geographic expansion outside Bahrain in 2002, the

principles that are enshrined in our ‘Winning Hearts’

contribution of our overseas operations to total revenues has

corporate culture will remain unchanged, and will continue to

grown to nearly 40 per cent. This is a significant achievement

be the cornerstone for our personal and professional conduct.

in such a short space of time, which illustrates the visionary

Given the current global turmoil and falling corporate

approach and business foresight of our Board, the willingness

standards in much of the developed world, our enduring

and ability of our management to embrace change, and the

values of Honesty, Excellence, Achievement, Recognition and

underlying validity of our diversified business model.

Team Spirit take on an even greater significance in helping to

The year witnessed a number of important business and
organisational developments. These are fully detailed in the

differentiate us from our competitors, and position the Group
as a professional, ethical and caring organisation.

following Business Operations Review and Shared Services

The coming year will pose even greater challenges for BMMI,

Update, so I would just like to highlight some of the more

but I remain confident that we have the right people, the

notable achievements.

necessary systems, and the required ethical approach with

From a business point of view, despite the challenging market
conditions that characterised most of 2008, I am pleased to

which to chart our course in these troubled times, and
continue the Group’s growth momentum of previous years.

report that all business streams achieved strong year-on-year
growth, and posted improved revenues and operating profits.
Key strategic developments include the establishment of a new
subsidiary in Africa – Global Souring and Supply – and the
opening of another Alosra store in Bahrain.
Gordon Boyle
In view of the rapid growth of the Group’s business activities,
it is increasingly important to ensure that we have a strong
organisational structure in place.

Chief Executive Officer
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Gordon Boyle, Chief Executive Officer

During 2008, we extended the Group’s
footprint to 12 countries across three
continents, and tripled our headcount,
with a worldwide team representing
around 30 different nationalities.
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Cyrilo Baring - Manager, Alosra Supermarket
Mike Eastwood - COO, Retail & Distribution
Jaffar Al Asfoor - Marketing Manager, Alosra
Supermarket

Business Operations Review
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During 2008, the Group was restructured into two main

The retail beverages business witnessed another challenging

business areas: Retail & Distribution and Contract Services &

year with changing market dynamics and revised licensing

Supply. The activities of the previously standalone Logistics &

regulations. Despite this, it succeeded in improving its business

Supply Chain division were integrated into the two new main

performance over 2007 by once again introducing new and

business lines to provide greater focus, improved time and

innovative marketing techniques and further enhancing its

cost efficiencies, and enhanced customer service levels.

customer service.

Retail and Distribution

Food & beverages wholesale and distribution - The Group’s

Food and beverages retail - Alosra Supermarket, which

Consumer division in Bahrain – which acts as a wholesaler

operates at the high end of the food retail sector in Bahrain,

and distributor of leading international food and household

enjoyed another record year with increased revenues and

goods brand names – posted another record year. This was

profits, and growing market share. Customer loyalty was

a remarkable achievement, given increasing competition and

maintained due to a continued investment in the latest

the decision of a major multinational to move its portfolio

chiller technologies to meet the changing consumer trend

away from BMMI to pursue its own manufacturing and

from frozen to chilled produce; improved store layout and

distribution activities in Bahrain. An important development

presentation; the introduction of new European brands;

during 2008 was the successful establishment of business

and special seasonal promotions. Always innovative, Alosra

relationships with major new retail entrants, including

became the first supermarket in Bahrain to introduce vacuum

Carrefour and Lulu hypermarkets. In Qatar, BMMI’s joint-

packing, providing improved freshness and longer storage

venture – ZAD Marketing & Distribution – also posted

life.

another strong performance, supported by the opening of

A key strategic development during 2008 was the opening of
an Alosra store at Amwaj Islands, which advanced BMMI’s

its new warehouse and the addition of new brands, including
American Garden, to its portfolio.

strategy to expand its supermarket footprint in selected

In 2008, the Beverages wholesaling and distribution business

locations in the Kingdom of Bahrain. At the same time,

successfully advanced its strategy of acting as a marketing

feasibility studies were conducted to support future plans for

consultant to its clients, offering the latest advice in industry

expanding Alosra’s operations overseas.

best practice and enhanced levels of support, rather than just

In 2008, a new brand “The Great Deli Co” was developed, with
plans to market its gourmet quality deli style food products
under the sub-brand ‘Great’. Initially launched in Alosra
Supermarket, the brand will offer a range of ready to eat food

operating as a supplier of brands. While BMMI is planning
to enter the hospitality market in its own right, the opening of
many new hotels and restaurants in Bahrain will also provide
new business opportunities.

items including sushi, salads and gourmet sandwiches. All

Contract Services and Supply

‘Great’ products will be manufactured in BMMI’s new central

This new business stream was established in 2008 to better

production unit in Saar. Following its launch, there are plans

align the Group’s diverse contract-based activities with clients’

to extend the brand into the consumer food service sector and

changing requirements, and to enable BMMI to tap its core

to also market high quality condiments under it.

capabilities for developing new business opportunities.

Business Operations Review

The year’s key achievement was the establishment of the new

BMMI United Logistics Company (BULC), a joint venture

African subsidiary - Global Sourcing and Supply (GSS) - which

with KIPCO Group in Kuwait, ceased operations during the

resulted from a share purchase agreement with Compass

year. BULC was established as part of a consortium that was

Group (CAMEA) for its business activities in Ghana, Mali,

awarded the Abdaly Free Zone (BOT) project on the Kuwait-

Gabon and Sudan. GSS will provide vital life support services

Iraq border. However, following the decision of the Kuwait

for companies operating in remote sites concerned with oil

Parliament to re-tender the project, the consortium decided

and gas exploration, mining, construction and agriculture,

not to participate.

in addition to governmental defence and offshore structures.
The new subsidiary complements the Group’s traditional
contracted services, such as Prime Vendor contracts, and
recently established sourcing and supply solutions to overseas
governments, NGOs, humanitarian agencies and militaries in
12 countries around the world.

ISS Bahrain – the Group’s 50-50 joint venture with Inchcape
Shipping Services – posted another strong performance in
2008, further diversifying its range of services and sources
of revenue. The new cargo division exceeded budget targets
for its first full year of operations, boosted by handling the
increased import of shop fitting and merchandising materials

Also during 2008, the Group opened a new office in

for leading brand outlets at the new Bahrain City Centre.

Washington DC, which will engage in lobbying, client liaison

ISS benefited from the increase in vessel activity at Mina

and new business development initiatives for US government

Salman Port due to the congestion in other GCC ports, and

and NGO supply contracts. BMMI’s membership of the

will further benefit from the opening of the new Khalifa

US–Bahrain Business Council further supports the Group’s

bin Salman deep water container port in early 2009. The

growing contract-based business.

Company’s prestigious Lloyd’s Agency accreditation was also

The newly created Contract Supply division provides
specialised support for BMMI’s Prime Vendor and other large
contract activities, and also serves the expanded client base of
Sourcing & Supply. The Group also witnessed an expansion
of its third party logistics (3PL) business in Bahrain, due to
the ever increasing demand for state-of-the-art frozen food
storage facilities.
BMMI’s existing contracts continued to perform well,
including the Middle East Zone 4 Prime Vendor contract, the
USAID contract in Djibouti, and the ISS Naval Husbandry
contract in Bahrain. A significant achievement was the record
98 per cent result achieved for the DSCP Prime Vendor food
quality audit. BMMI is currently bidding for a number of
new contracts to continue its expansion in this area of the
business.

re-affirmed during the year. ISS has built a strong pipeline of
future business opportunities, including the handling of crew
and offshore supplies for oil platforms and dredging operators,
and the expansion of its landside operations in Saudi Arabia,
Qatar and Oman.
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James Johnston - Retail Leisure Manager
Wissam El Jamal - Corporate Business Development Manager
Mike Kruger - Chief Information Officer

The Group’s Consumer division in Bahrain
posted another record year. An important
development during 2008 was the
establishment of business relationships
with major new retail entrants, including
Carrefour and Lulu hypermarkets.
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Suresh Nair - Financial Controller, Retail & Distribution
Karim Al Mahal - Consumer Division Manager
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Basel Al Madani - Sales Manager
Ian Moir - Beverages Manager
Amparo Fernandes - Sales Support
Manager
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Ammar Aqeel - Group Financial Controller
Dima Kamal - Secretary
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Strategic Planning - The BMMI Board and Management

To further strengthen the Group’s commitment to adopting

continuously review and update the Group’s strategy and

the highest standards of quality, in 2008 BMMI’s team of

organisational structure to ensure that they are in line with

Quality Control Inspectors (QCIs) was expanded. The

changing market conditions and clients’ requirements, and to

team carries out random testing of PV contract products –

continue to enhance shareholder value. In 2008, the Group

from receipt through to storage and onwards delivery – in

was restructured into two core business streams: Retail &

Bahrain and Qatar. Plans for 2009 include the appointment

Distribution, and Contract Services & Supply. Given the

of further QCIs to cover Consumer, Beverages, Alosra, and

progress made during the year and a strong pipeline of new

the new Central Production Unit for convenience foods. At

business opportunities further restructuring of the Group

the same time, internal quality systems standards for business

is being considered with the aim of realigning activities for

processes will be extended to cover the Group’s existing and

greater advantage.

new business operations in Africa.

At the same time, new business plans and proposed projects are

Health and Safety - In 2008, BMMI successfully maintained

rigorously screened to ensure that they make sound business

its accreditation to OHSAS 18001:1999, the internationally-

sense, and will provide greater synergy, added value and shared

recognised standard for occupational health and safety

opportunities between the different business streams. A new

(OH&S) management systems. At the same time, plans

key business initiative during 2008 was the establishment of a

were finalised to prepare BMMI’s readiness for the upgraded

new African subsidiary – Global Sourcing and Supply – which

standard of OHSAS 18001:2007. Currently applicable to the

will provide a platform for other development projects across

Group’s operations in Bahrain, it is planned to extend OHSAS

the African continent.

certification to Qatar, to cover the Prime Vendor and ZAD

Quality - For the fifth year running, BMMI’s ISO 9001:2000

teams.

quality certification was re-affirmed in 2008, with both

Another key development planned for next year is the

internal and external audits showing no major non-

application of international HACCP (hygiene and sanitation)

conformances, and highlighting continued improvement in

principles for all staff involved in the preparation of food. This

the Group’s operating policies, processes and procedures.

is a critical pre-requisite for Ministry of Health approval for the

A key development during the year was the successful
outcome of the annual DSCP Prime Vendor food quality
audit. Inspectors from the United States Department of

proposed opening in 2009 of Alosra’s new Central Production
Unit for ‘ready-to-eat’ snacks and meals, and the planned
launch of the new ‘Great’ brand of convenience foods.

Agriculture (USDA) reviewed each of the randomly chosen

People - The spirit of performance that characterises the team

products against their own published food standards to

at BMMI and permeates the entire organisation, together

ensure conformity with the specific requirements in terms of

with the effective management and measurement of such

quality and other particular specifications. These products

performance, are key differentiators of the Group. Accordingly,

were visually examined and then cooked and tested. After

during 2008, BMMI continued to review its key performance

a rigorous and thorough audit, BMMI scored an overall

indicators (KPIs) and realign them with the changing nature

record of 98 per cent, representing its best result to date, and

of the Group’s business activities.

a remarkable achievement, given that the minimum score
required by the official auditors is 85 per cent.

Shared Services Update

To help spearhead this process, a new position of Performance

building a dedicated team of Oracle consultants who have

Management Officer was created, while core competencies for

knowledge of both the business and support activities of the

all staff were introduced.

Group, and who can develop the system further. This will

At the same time, the training and development team was
expanded to ensure that all staff have the opportunity to
enhance their skills and knowledge, realise their full potential,

include extending enterprise systems and a daily business
intelligence service to aid decision making and business
planning.

and advance their careers. As the Group continues to grow and

Community - BMMI has long been committed to contributing

expand, it is vital to build a cadre of young professionals who

to the social well-being of the local communities where

will become tomorrow’s leaders. Supporting this objective is

we operate. The core focus of the Group’s corporate social

the Group’s summer internship programme for secondary

responsibility programme remains centred around education,

school and university students, to provide them with

through helping to unlock the potential of young people

valuable practical training and experience, and BMMI’s new

and equip them to make a positive personal contribution to

management trainee programme for bright and ambitious

society. Illustrating this commitment is the Group’s ongoing

graduates seeking a promising career in commerce, which will

support for the Alia School for Early Intervention since 2004

be introduced in 2009.

when the school first opened.

Technology - The Group’s new Oracle-based ERP system,

Another enduring example is the Alosra University

which was successfully commissioned in 2007, entered its

Sponsorship scheme, which helps students from low-income

critical post-implementation phase during the year. Key

families study for a degree at the University of Bahrain. Now

activities included the training of staff to derive maximum

in its fifth year, the scheme has already benefited over 100

benefit from the system, and further aligning business

students, with the first group due to formally graduate in

activities with the system. Fine tuning of certain applications

February 2009. Also during the year, BMMI continued to

also took place, such as the automated invoicing process, which

provide several charitable, cultural and sports organisations

has reduced transaction time from 10 minutes to 14 seconds.

with financial aid and practical help, as well as supporting

Other developments include the provision of full information

major government and private health and safety initiatives in

security, and the establishment of a disaster recovery site to

Bahrain.

support the Group’s business continuity plan.
The ERP system has created a robust and flexible platform
from which to grow and achieve long-term strategic goals
and business objectives, and is already resulting in noticeable
improvements in efficiency and productivity. BMMI now
enjoys a single source of data in contrast to the previous eight
different databases. The next phase, in 2009, will involve
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Red Bull Merchandising Team

Independent Auditors’ Report
to the Shareholders
Bahrain Maritime & Mercantile International BSC
Sitra, Kingdom of Bahrain

We have audited the accompanying consolidated financial

the auditor considers internal control relevant to the entity’s

statements of Bahrain Maritime & Mercantile International

preparation and fair presentation of the consolidated financial

B.S.C. (“the Company”) and its subsidiaries (“the Group”),

statements in order to design audit procedures that are

which comprise the consolidated balance sheet as of 31 December

appropriate for the circumstances, but not for the purpose of

2008 and the consolidated income statement, consolidated

expressing an opinion on the effectiveness of the entity’s internal

cash flow statement and consolidated statement of changes in

control. An audit also includes evaluating the appropriateness of

equity for the year then ended, and a summary of significant

accounting policies used and the reasonableness of accounting

accounting policies and other explanatory notes.

estimates made by management, as well as evaluating the overall

Directors’ responsibility for the consolidated financial

presentation of the consolidated financial statements.

statements

Opinion

The Directors are responsible for the preparation and fair

In our opinion, the consolidated financial statements present

presentation of these consolidated financial statements in

fairly, in all material respects, the financial position of the

accordance with International Financial Reporting Standards.

Group as of 31 December 2008 and its financial performance

This responsibility includes: designing, implementing and

and its cash flows for the year then ended in accordance with

maintaining internal control relevant to the preparation and

International Financial Reporting Standards.

fair presentation of consolidated financial statements that
are free from material misstatement, whether due to fraud or

Other Regulatory Matters

error; selecting and applying appropriate accounting policies;

We confirm that, in our opinion, proper accounting records

and making accounting estimates that are reasonable in the

have been kept by the Company and the consolidated financial

circumstances.

statements, and the contents of the Report of the Board of

Auditors’ Responsibility

Directors relating to these consolidated financial statements,
are in agreement therewith. We further report, to the best of

Our responsibility is to express an opinion on these consolidated

our knowledge and belief, that no violations of the Bahrain

financial statements based on our audit. We conducted our audit

Commercial Companies Law, nor of the memorandum and

in accordance with International Standards on Auditing. Those

articles of association of the Company have occurred during the

standards require that we comply with ethical requirements

year ended 31 December 2008, which might have had a material

and plan and perform the audit to obtain reasonable assurance

adverse effect on the business of the Company or on its financial

whether the consolidated financial statements are free from

position.

material misstatement.

Ernst & Young

An audit involves performing procedures to obtain audit

Manama, Kingdom of Bahrain

evidence about the amounts and disclosures in the consolidated

30 January 2009

financial statements. The procedures selected depend on the
auditors’ judgement, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments,
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Bahrain Maritime & Mercantile International B.S.C.

Consolidated Balance Sheet
For the year ended 31 December 2008

			 Restated (see note 5)
Notes

2008

2007

BD

BD

ASSETS
Non-current assets
Property, plant and equipment
7
Goodwill
8
Investments in jointly controlled entities
9
Investment in an associate
11
Available-for-sale investments
10
Total non-current assets		

8,094,961
419,528
1,458,291
3,569,546
12,780,790
26,323,116

7,637,667
1,563,665
3,521,546
13,480,620
26,203,498

Current assets
Inventories
12
Loan to a jointly controlled entity
23
Trade and other receivables
13
Bank balances and cash		
Taxation receivable		
Total current assets		
TOTAL ASSETS		

14,436,098
400,000
14,478,181
6,719,817
44,973
36,079,069
62,402,185

13,012,839
550,000
12,129,750
4,877,452
30,570,041
56,773,539

11,001,394
(2,852,752)
7,307,570
24,846,290
40,302,502
224,988
40,527,490

10,001,267
(2,396,801)
8,313,792
24,198,549
40,116,807
40,116,807

EQUITY AND LIABILITIES
Equity
Share capital
Treasury shares
Other reserves
Retained earnings

14
14
15

Minority interests		
Total equity
Liabilities
Non-current liability
Employees’ end of service benefits
16
Current liabilities
Trade and other payables
18
Derivative financial instrument
19
Taxation payable
Total current liabilities		
TOTAL LIABILITIES		

951,158

777,793

19,770,749
959,254
193,534
20,923,537
21,874,695

15,878,939
15,878,939
16,656,732

TOTAL EQUITY AND LIABILITIES		

62,402,185

56,773,539

The consolidated financial statements were authorised for issue in accordance with a resolution of the Board of Directors on 1
February 2009 and signed on their behalf by:				
		

Abdulla Hassan Buhindi
Chairman

Abdulla Mohammed Juma
Vice Chairman
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Bahrain Maritime & Mercantile International B.S.C.

Consolidated Income Statement
For the year ended 31 December 2008

BMMI - 31

		

2008

2007

Notes

BD

BD

Sales
25
Cost of sales
25
GROSS PROFIT		

80,446,637
(59,307,820)
21,138,817

59,737,134
(43,284,371)
16,452,763

Other operating income
21
Share of results of jointly controlled entities
9
Selling and distribution expenses
General and administrative expenses		

900,338
1,084,555
(6,731,275)
(6,757,282)

265,769
741,319
(5,212,757)
(3,598,536)

PROFIT FROM OPERATIONS		

9,635,153

8,648,558

Investment income		
Interest income		
Gain on sale of available-for-sale investments
10
Share of results of associate
11
Unrealised loss on derivative financial instrument
19
Impairment losses on available-for-sale investments
10

248,863
341,246
235,386
46,128
(959,254)
(1,779,639)

PROFIT BEFORE TAX		
Taxation
17

7,767,883
227,620

10,141,408
-

PROFIT FOR THE YEAR

7,540,263

10,141,408

7,452,208
88,055
7,540,263

10,141,408
10,141,408

71

105

20

Attributable to:
Ordinary equity holders of the parent
Minority interests

Basic and diluted earning per share, profit for the year
attributable to ordinary equity holders of the parent (Fils)

The attached notes 1 to 29 form part of these consolidated financial statements.

22

207,689
403,688
779,791
101,682
-

Bahrain Maritime & Mercantile International B.S.C.

Consolidated Statement of
Changes in Equity
For the year ended 31 December 2008
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Notes

Balance at 1 January 2007		
Net movement in cumulative changes in fair value
10
Directors’ fees for 2006		
Net income and expense for the year recognised directly in equity		
Profit for the year 		
Total income and expense for the year		
Bonus shares issued
14
Purchase of treasury shares		
Final dividend for 2006
14
Interim dividend for 2007
14
Transfer to statutory reserve
15
Transfer to general reserve
15
Transfer to charity reserve
15
Balance at 31 December 2007		

		
		
Notes

Balance at 1 January 2008		
Net movement in cumulative changes in fair value
10
Translation of operating assets and liabilities of the subsidiaries
15
Directors’ fees for 2007		
Net income and expense for the year recognised directly in equity		
Profit for the year		
Total income and expense for the year		
Bonus shares issued
14
Purchase of treasury shares		
Final dividend for 2007
14
Interim dividend for 2008
14
On acquisition of subsidiaries
6
Transfer to statutory reserve
15
Transfer to general reserve
15
Transfer to charity reserve
15
Balance at 31 December 2008		
Retained earnings include non-distributable reserves amounting to BD 315,000 relating to the subsidiaries.

The attached notes 1 to 29 form part of these consolidated financial statements.
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Attributable to ordinary equity holders of the parent
Share

Treasury

Other reserves

Retained		

Minority

capital

shares

(note 15)

earnings

Total

Interests

Total

BD

BD

BD

BD

BD

BD

BD

9,092,061
909,206
10,001,267

(1,356,631)
(1,040,170)
(2,396,801)

20,751,292
(104,700)
(104,700)
10,141,408
10,036,708
(909,206)
(2,624,055)
(1,924,308)
(454,602)
(500,000)
(177,280)
24,198,549

35,031,949
636,683
(104,700)
531,983
10,141,408
10,673,391
(1,040,170)
(2,624,055)
(1,924,308)
40,116,807

-

35,031,949
636,683
(104,700)
531,983
10,141,408
10,673,391
(1,040,170)
(2,624,055)
(1,924,308)
40,116,807

6,545,227
636,683
636,683
636,683
454,602
500,000
177,280
8,313,792

Attributable to ordinary equity holders of the parent
Share

Treasury

Other reserves

Retained		

Minority

capital

shares

(note 15)

earnings

Total

Interests

Total

BD

BD

BD

BD

BD

BD

BD

10,001,267
1,000,127
11,001,394

(2,396,801)
(455,951)
(2,852,752)

8,313,792
(1,791,096)
27,234
(1,763,862)
(1,763,862)
54,812
500,000
202,828
7,307,570

24,198,549
(105,900)
(105,900)
7,452,208
7,346,308
(1,000,127)
(2,826,461)
(2,114,339)
(54,812)
(500,000)
(202,828)
24,846,290

40,116,807
(1,791,096)
27,234
(105,900)
(1,869,762)
7,452,208
5,582,446
(455,951)
(2,826,461)
(2,114,339)
40,302,502

88,055
88,055
136,933
224,988

40,116,807
(1,791,096)
27,234
(105,900)
(1,869,762)
7,540,263
5,670,501
(455,951)
(2,826,461)
(2,114,339)
136,933
40,527,490

Bahrain Maritime & Mercantile International B.S.C.

Consolidated Statement of Cash Flows
For the year ended 31 December 2008

		

2008

2007

Notes

BD

BD

OPERATING ACTIVITIES
Cash received from customers		
Payments to suppliers and employees		
Other receipts		
Taxation paid		
Net cash from operating activities		

80,872,011
(73,166,876)
893,638
(217,563)
8,381,210

55,053,174
(53,536,167)
265,769
1,782,776

INVESTING ACTIVITIES
Purchase of property, plant and equipment
7
Proceeds from disposal of property, plant and equipment		
Purchase of available-for-sale investments
10
Proceeds from disposal of available-for-sale investments		
Acquisition of shares in associated company		
Cash received from jointly controlled entities
9, 23
Acquisition of subsidiaries, net of cash acquired
6
Interest received		
Dividend received		
Net cash used in investing activities		

(633,048)
8,093
(5,096,645)
2,461,126
(1,873)
1,339,929
162,981
341,246
248,863
(1,169,328)

(2,238,357)
310
(5,097,354)
4,602,359
(107,205)
520,955
403,688
207,689
(1,707,915)

FINANCING ACTIVITIES
Purchase of treasury shares
Dividends paid to equity holders of the parent
Net cash used in financing activities

(455,951)
(4,940,800)
(5,396,751)

(1,040,170)
(4,548,363)
(5,588,533)

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS		

1,815,131

(5,513,672)

Net foreign exchange difference		
Cash and cash equivalents at 1 January

27,234
4,877,452

10,391,124

CASH AND CASH EQUIVALENTS AT 31 DECEMBER		

6,719,817

4,877,452

The attached notes 1 to 25 form part of these consolidated financial statements.
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1

ACTIVITIES
Bahrain Maritime & Mercantile International B.S.C. (“the Company”) is a public joint stock company whose shares are
publicly traded, incorporated in the Kingdom of Bahrain and registered with Ministry of Industry and Commerce under
commercial registration (CR) number 10999. The registered postal address of the Company’s head office is P.O. Box 828,
Sitra, Kingdom of Bahrain.
The principal activities of the Company and its subsidiaries (together referred to as the “Group”) are the wholesale and
retail of food, beverages and other consumable items. It also provides logistics and shipping services. The Group’s
operations are located in the Kingdom of Bahrain, the State of Qatar, Djibouti, Gabon, Mali, Sudan and Ghana.

2

BASIS OF CONSOLIDATION
The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31
December each year.
All intra group balances, transactions, income and expenses, including unrealised profits on intra group transactions
have been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.
Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated
from the date on which control is transferred out of the Group. Where there is a loss of control of a subsidiary, the
consolidated financial statements include the results for the part of the reporting year during which the Group had
control.
The financial statements of the subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies.
Minority interests represent the portion of profit or loss and net assets that is not held by the Group and are presented
separately in the consolidated income statement and within equity in the consolidated balance sheet, separately from
parent shareholders’ equity. Acquisitions of minority interests are accounted for using the parent entity extension
method, whereby, the difference between the consideration and the book value of the share of the net assets acquired is
recognised in goodwill.
The subsidiaries of the Company are as follows:

		
Name

Ownership

Country of

Principal

interest

incorporation

Activity

Nader Trading Company W.L.L.
100%
Kingdom of Bahrain
Alosra Supermarket W.L.L.
100%
Kingdom of Bahrain
BMMI Sarl
100%
Djibouti
				
Global Sourcing And Supply
100%
Kingdom of Bahrain
Holding S.P.C.			
				

Managing various consumer agencies.
Supermarket management.
Air transport activity, storage and
distribution, import and export.
Holding company for a group of
commercial, industrial or service
companies.				

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements (continued)
As at 31 December 2008

2
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BASIS OF CONSOLIDATION (continued)
Global Sourcing And Supply Holding S.P.C. has the following subsidiaries at the balance sheet date.

		
Name

Ownership

Country of

Principal

interest

incorporation

Activity

Global Sourcing And Supply
100%
Kingdom of Bahrain
East Holding S.P.C.			
				
Global Sourcing And Supply
100%
Kingdom of Bahrain
South Holding S.P.C.			
				
Global Sourcing And Supply
100%
Kingdom of Bahrain
North Holding S.P.C.			
				
Global Sourcing And Supply
100%
Kingdom of Bahrain
West Holding S.P.C.			
				

Holding company for a group of
commercial, industrial or service
companies.
Holding company for a group of
commercial, industrial or service
companies.
Holding company for a group of
commercial, industrial or service
companies.
Holding company for a group of
commercial, industrial or service
companies.

Global Sourcing And Supply East Holding S.P.C. has the following subsidiary at the balance sheet date.
ODSCO Catering JV
55%
Sudan
				

Air transport activity, storage and
distribution, import and export.

Global Sourcing And Supply South Holding S.P.C. has the following subsidiary at the balance sheet date.
GSS Gabon SA
100%
Gabon
				

Air transport activity, storage and
distribution, import and export.

Global Sourcing And Supply North Holding S.P.C. has the following subsidiary at the balance sheet date.
GSS Mali SA
100%
Mali
				

Air transport activity, storage and
distribution, import and export.

Global Sourcing And Supply West Holding S.P.C. has the following subsidiary at the balance sheet date.
Compass Ghana Limited
100%
Ghana
				

Air transport activity, storage and
distribution, import and export.

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements
As at 31 December 2008
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2

BASIS OF CONSOLIDATION (continued)
The entities associated with and jointly controlled by the Company are as follows:

		

Ownership

Country of

Principal

Name

interest

incorporation

Activity

Name of associate
Banader Hotels Company B.S.C.

27.50%

Kingdom of Bahrain		 Hotel business.

Name of joint ventures
Qatar & Bahrain International
Company W.L.L.
B & B Logistics W.L.L.
Inchcape Shipping Services W.L.L.
A & B Logistics Services Co. W.L.L.

50%
50%
50%
50%

State of Qatar
Kingdom of Bahrain
Kingdom of Bahrain
Kingdom of Bahrain

Managing various consumer agencies
Constructing and operating warehouses.
Rendering of shipping services.
Import and export, selling and distribution.

There has been no change in the effective ownership during the year.
3

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation
The consolidated financial statements are prepared under the historical cost convention, modified to include the
measurement at fair value of available-for-sale investments and derivative financial instruments.
The consolidated financial statements have been prepared in Bahraini Dinars, being the functional and presentational
currency of the Group.
Statement of compliance
The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and in conformity with
the Bahrain Commercial Companies Law.
Changes in accounting policies and disclosures
The accounting policies adopted by the Group are consistent with those used in the previous year, except that the Group
has adopted the following new and amended IFRS and International Financial Reporting Interpretations Committee
(IFRIC) interpretations as of 1 January 2008.
-

IFRIC 11 IFRS 2 - Group and Treasury Share Transactions
IFRIC 12 - Service Concession Arrangements
IFRIC 14 IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

Adoption of these standards and interpretations did not have any effect on the financial performance or position of the
Group.

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements (continued)
As at 31 December 2008
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Improvements to IFRSs
In May 2008 the Board issued its first omnibus of amendments to its standards, primarily with a view to removing
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The Group has
early adopted the following amendments to standards:

		

IAS 8 Accounting Policies, Change in Accounting Estimates and Errors:
Clarification that only implementation guidance that is an integral part of an IFRS is mandatory when selecting
accounting policies.

		

IAS 10 Events after the Reporting Period:
Clarification that dividends declared after the end of the reporting period are not obligations.

		

IAS 16 Property, Plant and Equipment
Replace the term “net selling price” with “fair value less costs to sell”. The Group amended its accounting policy
accordingly, which did not result in any change in the financial position.

		

IAS 28 Investment in Associates
If an associate is accounted for at fair value in accordance with IAS 39, only the requirement of IAS 28 to disclose
the nature and extent of any significant restrictions on the ability of the associate to transfer funds to the entity
in the form of cash or repayment of loans applies. This amendment has no impact on the Group as it does not
account for its associates at fair value in accordance with IAS 39.

		

An investment in an associate is a single asset for the purpose of conducting the impairment test. Therefore, any
impairment test is not separately allocated to the goodwill included in the investment balance. This amendment
has no impact on the Group because this policy was already applied.

		

IAS 31 Interest in Joint ventures
If a joint venture is accounted for at fair value, in accordance with IAS 39, only the requirements of IAS 31 to
disclose the commitments of the venturer and the joint venture, as well as summary financial information about
the assets, liabilities, income and expense will apply. This amendment has no impact on the Group because it does
not account for its joint ventures at fair value in accordance with IAS 39.

		

IAS 34 Interim Financial Reporting:
Earnings per share is disclosed in interim financial reports if an entity is within the scope of IAS 33.

		

IAS 36 Impairment of Assets
When discounted cash flows are used to estimate ‘fair value less cost to sell’ additional disclosure is required about
the discount rate, consistent with disclosures required when the discounted cash flows are used to estimate ‘value
in use’. This amendment has no immediate impact on the consolidated financial statements of the Group because
its does not use.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value. Land and
capital work in progress are not depreciated.
Depreciation is calculated on a straight line basis over the estimated useful lives of the property, plant and equipment as
follows:
Buildings on freehold land
5 to 20 years
Leasehold buildings
15 to 20 years
Plant and equipment
2 to 10 years
Motor vehicles
5 years
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Notes to the Consolidated
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3

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)
The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where the carrying
values exceed the estimated recoverable amount, the assets are written down to their recoverable amount, being the
higher of their fair value less costs to sell and their value in use.
Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for
separately, is capitalised and the carrying amount of the component that is replaced is written off. Other subsequent
expenditure is capitalised only when it increases the future economic benefits of the related items of property, plant and
equipment. All other expenditure is recognised in the consolidated income statement as an expense as incurred.
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in the consolidated income
statement in the year the asset is derecognised.
The assets residual values, useful lives and methods of depreciation are reviewed at each financial year end, and adjusted
prospectively if appropriate.
Business combinations and goodwill
Business combinations are accounted for using the purchase method. The cost of an acquisition is measured as the fair
value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in
a business combination are measured initially at fair values at the date of acquisition, irrespective of the extent of any
minority interest.
Goodwill is initially measured at cost being the excess of the cost of the business combination over the Group’s share in
the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities. If the cost of acquisition is less
than the fair value of the net assets of the subsidiary acquired, the difference is recognised directly in the consolidated
income statement.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash generating units that are expected to benefit from the synergies of the combination, irrespective of whether
other assets or liabilities of the acquiree are assigned to those units.
Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of,
the goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based
on the relative values of the operation disposed of and the portion of the cash-generating unit retained.
When the Group acquires a business, embedded derivatives separated from the host contract by the acquiree are
not reassessed on acquisition unless the business combination results in a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required under the contract.
Investments in jointly controlled entities
The Group has investments in jointly controlled entities, whereby the venturers have a contractual arrangement that
establishes joint control over the economic activities of the entities. The Group recognises its interest in the jointly
controlled entities using the equity method of accounting. The consolidated income statement reflects the Group’s share
of the results of the jointly controlled entities.

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements (continued)
As at 31 December 2008
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in jointly controlled entities (continued)
The financial statements of the jointly controlled entities are prepared for the same reporting period as the Group.
Where necessary, adjustments are made to bring the accounting policies in line with those of the Group.
Profits and losses resulting from transactions between the Group and the jointly controlled entities are eliminated to the
extent of the interest in the jointly controlled entities.
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 the jointly controlled entities.
Investment in an associate
The Group’s investment in its associate is accounted for using the equity method of accounting. An associate is an entity
in which the Group has significant influence and which is neither a subsidiary nor a joint venture.
Under the equity method, the investment in the associate is carried in the balance sheet at cost plus post acquisition
changes in the Group’s share of net assets of the associate. Goodwill relating to the associate is included in the carrying
amount of the investment and is not amortised. The consolidated income statement reflects the share of the results of
operations of the associate. Where there has been a change recognised directly in the equity of the associate, the Group
recognises its share of any changes and discloses this, when applicable, in the consolidated statement of changes in
equity. Profits and losses resulting from transactions between the Group and the associate are eliminated to the extent of
the interest in the associate.
The share of profit of associates is shown on the face of the consolidated income statement. This is the profit
attributable to equity holders of the associate and therefore is profit after tax and minority interests in the subsidiaries of
the associates.
The financial statements of the associate are prepared for the same reporting period as the parent company. Where
necessary, adjustments are made to bring the accounting policies in line with those of the Group.
After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group’s investment in its associates. The Group determines at each balance sheet date whether
there is any objective evidence that the investment in the associate is impaired. If this is the case the Group calculates
the amount of impairment as the difference between the recoverable amount of the associate and its carrying value and
recognises the amount in the consolidated income statement.
Financial assets
Initial recognition
Financial assets within the scope of IAS 39 are classified as loans and receivables, available-for-sale financial assets,
or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines the
classification of its financial assets at initial recognition.
Financial assets are recognised initially at fair value plus, in the case of investments not at fair value through profit or
loss, directly attributable transaction costs.
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way purchases) are recognised on the trade date, i.e., the date that the Group
commits to purchase or sell the asset.

40 - BMMI

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements (continued)
As at 31 December 2008

BMMI - 41

3

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets (continued)
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss includes financial assets held for trading and derivative financial
instruments that do not meet the hedge accounting criteria as defined by IAS 39. Derivatives are also classified as held for
trading unless they are designated as effective hedging instruments. Financial assets at fair value through profit and loss
are carried in the balance sheet at fair value with gains or losses recognised in the consolidated income statement.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Such financial assets are carried at amortised cost using the effective interest rate method. Gains and losses
are recognised in the consolidated income statement when the loans and receivables are derecognised or impaired, as well
as through the amortisation process. Bad debts are written off in the consolidated financial statements when identified.
The Group assesses loans and receivables for impairment at each balance sheet date. For amounts due from loans and
advances to customers carried at amortised cost, the Group first assesses individually whether objective evidence of
impairment exists individually for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective
assessment of impairment.
Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale or are
not classified in any of the two preceding categories. After initial measurement, available-for-sale financial assets are
measured at fair value with unrealised gains or losses recognised directly in equity until the investment is derecognised,
at which time the cumulative gain or loss recorded in equity is recognised in the consolidated income statement, or
determined to be impaired, at which time the cumulative loss recorded in equity is recognised in the consolidated income
statement.
For available-for-sale financial investments, the Group assesses at each balance sheet date whether there is objective
evidence that an investment or a group of investments is impaired.
In the case of equity investments classified as available-for-sale, objective evidence would include a significant or
prolonged decline in the fair value of the investment below its cost. Where there is evidence of impairment, the
cumulative loss - measured as the difference between the acquisition cost and the current fair value, less any impairment
loss on that investment previously recognised in the consolidated income statement - is removed from equity and
recognised in the consolidated income statement. Impairment losses on equity investments are not reversed through the
consolidated income statement; increases in their fair value after impairment are recognised directly in equity.
In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria as
financial assets carried at amortised cost. Interest continues to be accrued at the original effective interest rate on the
reduced carrying amount of the asset and is recorded as part of ‘Interest and similar income’. If, in a subsequent year,
the fair value of a debt instrument increases and the increase can be objectively related to an event occurring after the
impairment loss was recognised in the consolidated income statement, the impairment loss is reversed through the
consolidated income statement.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities
Initial recognition
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss
or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines the
classification of its financial liabilities at initial recognition and are recognised initially at fair value.
Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:
Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss includes financial liabilities held for trading and this category
includes derivative financial instruments entered into by the Group that do not meet the hedge accounting criteria as
defined by IAS 39.
Gains or losses on liabilities held for trading are recognised in the consolidated income statement.
Trade and other payables
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.
Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the consolidated balance sheet if, and
only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities simultaneously.
Fair value of financial instruments
The fair value of financial instruments that are actively traded in organised financial markets is determined by reference
to quoted market bid prices at the close of business on the balance sheet date. For financial instruments where there is
no active market, fair value is determined using valuation techniques. Such techniques may include using recent arm’s
length market transactions; reference to the current fair value of another instrument that is substantially the same;
discounted cash flow analysis or other valuation models.
Amortised cost of financial instruments
Amortised cost is computed using the effective interest method less any allowance for impairment and principal
repayment or reduction. The calculation takes into account any premium or discount on acquisition and includes
transaction costs and fees that are an integral part of the effective interest rate.
Derecognition of financial instruments
Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:
-

the rights to receive cash flows from the asset have expired_ or

-

the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement_ and either
(a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Derecognition of financial instruments (continued)
Financial assets (continued)
When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, a new asset is recognised to the extent of the Group’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset, is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to
repay.
When continuing involvement takes the form of a written and/or purchased option (including a cash settled option
or similar provision) on the transferred asset, the extent of the Group’s continuing involvement is the amount of the
transferred asset that the Group may repurchase, except that in the case of a written put option (including a cash settled
option or similar provision) on an asset measured at fair value, the extent of the Group’s continuing involvement is
limited to the lower of the fair value of the transferred asset and the option exercise price.
Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in the consolidated income statement.
Derivative financial instruments
Initial recognition and subsequent measurement
The Group uses derivative financial instruments such as forward currency contracts to hedge its foreign market risk.
Such derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value. Derivatives are carried as financial assets when the fair value is
positive and as financial liabilities when the fair value is negative.
Any gains or losses arising from changes in fair value on derivatives during the year that do not qualify for hedge
accounting and the ineffective portion of an effective hedge, are taken directly to the consolidated income statement.
The fair value of forward currency contracts is the difference between the forward exchange rate and the contract rate.
The forward exchange rate is referenced to current forward exchange rates for contracts with similar maturity profiles.
For the purpose of hedge accounting, the Group has classified hedges as follows:
cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a particular risk
associated with a recognised asset or liability or a highly probable forecast transaction or the foreign currency risk in
an unrecognised firm commitment.
At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the hedge.
The documentation includes identification of the hedging instrument, the hedged item or transaction, the nature of
the risk being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting the exposure to
changes in the hedged item’s fair value or cash flows attributable to the hedged risk. Such hedges are expected to be highly
effective in achieving offsetting changes in fair value or cash flows and are assessed on an ongoing basis to determine that
they actually have been highly effective throughout the financial reporting periods for which they were designated.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Derivative financial instruments (continued)
Hedges which meet the strict criteria for hedge accounting are accounted for as follows:
Cash flow hedges
The effective portion of the gain or loss on the hedging instrument is recognised directly in equity, while any ineffective
portion is recognised immediately in the consolidated income statement.
Amounts taken to equity are transferred to the consolidated income statement when the hedged transaction affects
profit or loss, such as when the hedged financial income or financial expense is recognised or when a forecast sale
occurs. Where the hedged item is the cost of a non-financial asset or non-financial liability, the amounts taken to equity
are transferred to the initial carrying amount of the non-financial asset or liability.
If the forecast transaction or firm commitment is no longer expected to occur, amounts previously recognised in
equity are transferred to the consolidated income statement. If the hedging instrument expires or is sold, terminated or
exercised without replacement or rollover, or if its designation as a hedge is revoked, amounts previously recognised in
equity remain in equity until the forecast transaction or firm commitment occurs.
Current versus non-current classification
Derivative instruments that are not a designated and effective hedging instrument are classified as current or noncurrent or separated into a current and non-current portion based on an assessment of the facts and circumstances (i.e.,
the underlying contracted cash flows).
-

Where the Group will hold a derivative as an economic hedge (and does not apply hedge accounting), for a period
beyond 12 months after the balance sheet date, the derivative is classified as non-current (or separated into current
and non-current portions) consistent with the classification of the underlying item.

-

Derivative instruments that are designated as, and are effective hedging instruments, are classified consistent with
the classification of the underlying hedged item. The derivative instrument is separated into a current portion and
non-current portion only if a reliable allocation can be made.

Inventories
Inventories are valued at the lower of cost and net realisable value. Costs include those expenses incurred in bringing
each product to its present location and condition and is determined on a first in first out basis.
Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion
and the estimated costs necessary to make the sale.
Management estimates that suppliers will ship goods after one month from the placing of a purchase order. Hence
purchase orders outstanding as at the balance sheet date, but placed one month before balance sheet date, are assumed
to be goods-in-transit.
Cash and cash equivalents
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash in hand, bank
balances, and short-term deposits with an original maturity of three months or less, net of outstanding bank overdrafts.
Treasury shares
Own equity instruments which are reacquired (treasury shares) are deducted from equity. No gain or loss is recognised
in the consolidated income statement on the purchase, sale, issue or cancellation of the Company’s own equity
instruments.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Employees’ end of service benefits
The Group makes contributions to the General Organisation for Social Insurance scheme, for its national employees,
calculated as a percentage of the employees’ salaries. The Group’s obligations are limited to these contributions, which are
expensed when due.
The Group also provides for end of service benefits to its expatriate employees. The entitlement to these benefits is based
upon the employees’ final salary and length of service, subject to the completion of a minimum service period. The
expected costs of these benefits are accrued over the period of employment.
Leases as lessee
The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement
at inception date: whether fulfillment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset.
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating
leases. Operating lease payments are recognised as an expense in the consolidated income statement on a straight-line
basis over the lease term.
Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding discounts,
rebates, and other sales taxes or duty. The following specific recognition criteria must also be met before revenue is
recognised:
Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have
passed to the buyer, usually on delivery of the goods.
Rendering of services
Revenue from rendering of services is recognised when the outcome of the transaction can be estimated reliably, by
reference to the stage of completion of the transaction at the balance sheet date.
Interest income
Interest is recognised as the interest accrues using the effective interest method, under which the rate used exactly
discounts estimated future cash receipts through the expected life of the financial asset to the net carrying amount of the
financial asset.
Dividends
Dividend income is recognised when the right to receive the dividend is established.
Rental income
Rental income arising from operating sub-leases are accounted for on a straight line basis over the lease.
Taxes
Current income tax
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that
are enacted or substantively enacted by the balance sheet date.
Income tax relating to items recognised directly in equity is recognised in equity and not in the consolidated income
statement.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Where the Group expects some or all of a provision to
be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain. The expense relating to any provision is presented in the consolidated
income statement net of any reimbursement. If the effect of the time value of money is material, provisions are
discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.
Foreign currency transactions
The Group’s consolidated financial statements are presented in Bahraini Dinars, which is the Group’s functional
currency. That is the currency of the primary economic environment in which the Group operates. Each entity in
the Group determines its own functional currency and items included in the financial statements of each entity are
measured using that functional currency. Transactions in foreign currencies are initially recorded at the functional
currency rate prevailing at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot rate of
exchange ruling at the balance sheet date. All differences are taken to the consolidated income statement.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined.
The assets and liabilities of foreign operations are translated into Bahraini Dinars at the rate of exchange prevailing at
the balance sheet date and their income statements are translated at the weighted average exchange rates for the year.
The exchange differences arising on the translation are taken directly to a separate component of equity. On disposal of
a foreign operation, the deferred cumulative amount recognised in equity relating to that particular foreign operation is
recognised in the consolidated income statement.
Impairment of non-financial assets
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s recoverable
amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair value less costs
to sell and its value in use and is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets. Where the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. In determining
fair value less costs to sell, an appropriate valuation model is used. These calculations are corroborated by valuation
multiples, quoted share prices for publicly traded associates or other available fair value indicators.
An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the Group estimates the asset’s
or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if there has been a change
in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised.
The reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognised for
the asset in prior years. Such reversal is recognised in the consolidated income statement unless the asset is carried at
revalued amount, in which case the reversal is treated as a revaluation increase.
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IASB STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 Consolidated
and Separate Financial Statements
•
•
•
•
•
•
•
•
•
•

IFRS 3R Business Combinations and IAS 27R Consolidated and Separate Financial Statements
AS 1 Revised Presentation of Financial Statements
IFRS 2 Share-based Payment (Revised)
IFRS 8 Operating Segments
IAS 23 Borrowing Costs (Revised)
IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements - Puttable Financial
Instruments and Obligations Arising on Liquidation
IAS 39 Financial Instruments: Recognition and Measurement - Eligible Hedged Items
IFRIC 13 Customer Loyalty Programmes
IFRIC 15 Agreement for the Construction of Real Estate
IFRIC 16 Hedges of a Net Investment in a Foreign Operation

“Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 Consolidated
and Separate Financial Statements”
The amendments to IFRS 1 allows an entity to determine the ‘cost’ of investments in subsidiaries, jointly controlled
entities or associates in its opening IFRS financial statements in accordance with IAS 27 or using a deemed cost. The
amendment to IAS 27 requires all dividends from a subsidiary, jointly controlled entity or associate to be recognised in
the income statement in the separate financial statements. Both revisions will be effective for the financial year beginning
1 January 2009. The revision to IAS 27 will have to be applied prospectively. The new requirements affect only the
parent’s separate financial statements and do not have an impact on the consolidated financial statements.
IFRS 3R Business Combinations and IAS 27R Consolidated and Separate Financial Statements
The revised standards were issued in January 2008 and become effective for the financial year beginning 1 January 2010.
IFRS 3R introduces a number of changes in the accounting for business combinations occurring after this date that
will impact the amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future
reported results. IAS 27R requires that a change in the ownership interest of a subsidiary (without loss of control) is
accounted for as an equity transaction. Therefore, such transactions will no longer give rise to goodwill, nor will it give
rise to a gain or loss. Furthermore, the amended standard changes the accounting for losses incurred by the subsidiary as
well as the loss of control of a subsidiary.
Other consequential amendments were made to IAS 7 Statement of Cash Flows, IAS 12 Income Taxes, IAS 21 The Effects
of Changes in Foreign Exchange Rates, IAS 28 Investment in Associates and IAS 31 Interests in Joint Ventures. The
changes by IFRS 3R and IAS 27R will affect future acquisitions or loss of control and transactions with minority interests.
The standards may be early applied. However, the Group does not intend taking advantage of this possibility.
IAS 1 Revised Presentation of Financial Statements
The revised Standard was issued in September 2007 and becomes effective for the financial year beginning 1 January
2009. The Standard separates owner and non-owner changes in equity. The statement of changes in equity will include
only details of transactions with owners, with non-owner changes in equity presented as a single line. In addition, the
Standard introduces the statement of comprehensive income: it presents all items of recognised income and expense,
either in one single statement, or in two linked statements. The Group is still evaluating whether it will have one or two
statements.
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IASB STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE (continued)
IFRS 8 Operating Segments
IFRS 8 “Operating Segments” was issued in November 2006 and is effective for the annual period beginning 1 January
2009. IFRS 8 requires entities to disclose segment information based on the information reviewed by the entity’s
chief operating decision maker. The Group has yet to determine the impact of this standard on segment disclosures,
including the determination of operating segments. As this is a disclosure standard, it will have no impact on the
financial position or financial performance of the Group when implemented in 2009.
Improvements to IFRSs
As previously stated, the Group has early adopted some of the amendments to standards following the 2007
‘Improvement to IFRSs’ project. The Group has not yet adopted the following amendments, which are largely definition
changes and anticipates that these changes will have no material effect on the consolidated financial statements.
-

5

IAS 1 Presentation of Financial Statements
IFRS 7 Financial Instruments: Disclosures:
IAS 16 Property, Plant and Equipment:
IAS 18 Revenue:
IAS 19 Employee Benefits:
IAS 20 Accounting for Government Grants and Disclosures of Government Assistance:
IAS 23 Borrowing Costs
IAS 27 Consolidated and Separate Financial Statements:
IAS 29 Financial Reporting in Hyperinflationary Economies:
IAS 39 Financial Instruments: Recognition and Measurement:
IAS 38 Intangible Assets
IAS 40 Investment Property:
IAS 41 Agriculture:

RESTATEMENT OF COMPARATIVE INFORMATION
The corresponding figures of goods-in-transit have been restated from BD 5,760,705 to BD 4,364,223 (note 12) for
2007 and the related trade payable from BD 12,508,533 to BD 11,112,051 (note 18). Certain orders were assessed as firm
commitments, as disclosed in note 24, rather than goods-in-transit and accordingly similar orders in 2007 were restated
for comparison purposes. Such restatement does not affect the previously reported profits or shareholders’ equity.
The corresponding figures of loan to a jointly controlled entity have been reclassified from non-current assets to current
assets, as this loan is repayable on demand. Such reclassification does not affect the previously reported profits or
shareholders’ equity.
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BUSINESS COMBINATIONS
Acquisitions in 2008
Acquisition of Global Sourcing and Supply Subsidiaries
In an agreement with an economic transfer date of 31 December 2007, the Group acquired 100% of the voting shares of
unlisted targets in Gabon, Mali and Ghana and 55% of an unlisted target in Sudan in a single business combination.
The fair value of the identifiable assets and liabilities of the targets as at the date of acquisition and the corresponding
carrying amounts immediately before the acquisition were:

		

Fair value

Previous

		

recognised on

carrying

		

acquisition

value

		

BD

BD

Property, plant and equipment
Cash and cash equivalents
Trade receivables
Inventories
		
Trade payables and accruals
Taxation payable

203,512
582,509
2,565,720
429,766
3,781,507
3,506,070
138,504

Net assets
136,933
Less: minority interests
(136,933)
Goodwill arising on acquisition
419,528
Total consideration
419,528
			
Cash outflow on acquisition:
Net cash acquired with the subsidiaries		
Cash paid		
Net cash inflow		

203,645
582,509
3,837,126
457,018
5,080,298
2,984,499
138,504
1,957,295

BD
582,509
(419,528)
162,981

From 1 January 2008, following the economic transfer date, these targets have contributed BD 725,825 to the profit
for the year from continuing operations of the Group and contributed BD 12,298,119 to revenue from continuing
operations of the Group.
The goodwill of BD 419,258 comprises the value of expected synergies and strategic locations arising from the
acquisition and customer lists, which are not separately recognised. Due to the contractual terms imposed on acquisition,
the customer lists are not separable and therefore do not meet the criteria for recognition as an intangible asset under IAS
38 Intangible assets.
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PROPERTY, PLANT AND EQUIPMENT

		

Plant and

Motor

Work in

		

land

Buildings

equipment

vehicles

progress

Total

		

BD

BD

BD

BD

BD

BD

3,242,444
3,242,444

4,421,097
26,496
242,823
55,554
4,745,970

4,344,702
136,489
108,459
103,558
(27,764)
166,661
4,832,105

1,042,162
34,012
95,053
63,296
(37,189)
1,197,334

-

2,071,741
217,027
2,288,768

2,555,032
445,746
(26,372)
2,974,406

847,842
124,777
(37,188)
935,431

3,242,444

2,457,202

1,857,699

261,903

Cost:
At 1 January 2008
Additions
Acquisition of subsidiaries (note 6)
Transfer from related party
Disposals
Transfer from work in progress
At 31 December 2008
Depreciation:
At 1 January 2008
Provided during the year
Relating to disposals
At 31 December 2008
Net carrying values:
At 31 December 2008
		

Freehold		

-

275,713

5,474,615
787,550
(63,560)
6,198,605

8,094,961

Plant and

Motor

Work in

		

land

Buildings

equipment

vehicles

progress

Total

		

BD

BD

BD

BD

BD

BD

1,819,520
1,422,924
3,242,444

4,370,910
50,187
4,421,097

3,068,428
219,845
(61,942)
1,118,371
4,344,702

1,002,475
36,411
3,276
1,042,162

-

1,868,445
203,296
2,071,741

2,378,399
238,575
(61,942)
2,555,032

740,612
107,230
847,842

-

3,242,444

2,349,356

1,789,670

194,320

61,877

Cost:
At 1 January 2007
Additions
Disposals
Transfer from work in progress
At 31 December 2007
Depreciation:
At 1 January 2007
Provided during the year
Relating to disposals
At 31 December 2007
Net carrying values:
At 31 December 2007

Freehold		

61,877 13,112,282
436,051
633,048
203,512
409,677
(64,953)
(222,215)
275,713 14,293,566

674,534 10,935,867
559,177
2,238,357
(61,942)
(1,171,834)
61,877 13,112,282

4,987,456
549,101
(61,942)
5,474,615

7,637,667
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8

GOODWILL

			

BD

Acquisition of subsidiaries and carrying value at 31 December (note 6)		

419,528

Impairment testing of goodwill
Goodwill acquired through a business combination has been allocated to a group
of cash-generating units, for impairment testing as follows:
Global Sourcing and Supply (GSS)		

419,528

Key assumptions used in value-in-use calculations
The calculation of value-in-use is most sensitive to the following assumptions:
Gross margin;
Discount rates;
Market share during the budget period; and
Growth rate used to extrapolate cash flows beyond the budget period.
Gross margins - Gross margins are based on average values achieved in the three years preceding the start of the budget
period. These are increased over the budget period for anticipated efficiency improvements.
Discount rates - Discount rates reflect the current market assessment of the risks specific to the group of cash-generating
units. The discount rate was estimated based on the average percentage of a weighted average cost of capital for the
industry. This rate was further adjusted to reflect the market assessment of any risk specific to the group of cashgenerating units for which future estimates of cash-flows have not been adjusted.
Market share assumptions - These assumptions are important because, as well as using industry data for growth rates
(as noted below) management assess how the unit’s position, relative to its competitors, might change over the budget
period. Management expects the Group’s share of the market to be stable over the budget period.
Growth rate estimates - Rates are based on published industry research.
Sensitivity to changes in assumptions
With regard to the assessment of value-in-use, management believes that no reasonably possible change in any of the
above key assumptions would cause the carrying value to materially exceed its recoverable amount.
9

INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

		

2008

2007

		

BD

BD

1,563,665
1,084,555
(1,189,929)
1,458,291

1,407,788
(64,487)
741,319
(520,955)
1,563,665

At 1 January
Reclassification of investment as subsidiary
Share of profits of jointly controlled entities, net
Less: Dividends received during the year
At 31 December
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INVESTMENTS IN JOINTLY CONTROLLED ENTITIES (continued)
The following table illustrates summarised unaudited financial information of the Group’s investments in jointly
controlled entities as at the balance sheet date.

		

2008

2007

		

BD

BD

3,197,101
731,699
(1,830,053)
(766,643)
1,332,104

2,830,887
1,212,023
(1,714,633)
(266,128)
2,062,149

Share of the jointly controlled entities’ revenue and profits
Revenue

2,966,387

2,524,548

Profit for the year

1,084,555

741,319

Share of the jointly controlled entities’ balance sheets:
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

10 AVAILABLE-FOR-SALE INVESTMENTS
		

2008

2007

		

BD

BD

13,480,620
5,096,645
(2,461,126)
(3,335,349)
12,780,790

10,789,360
5,097,354
(3,822,568)
1,416,474
13,480,620

3,446,355

5,318,414

3,112,559
6,221,876
9,334,435

2,566,509
5,595,697
8,162,206

12,780,790

13,480,620

At 1 January
Purchase of investments
Sale of investments
Changes in fair value during the year
At 31 December
Quoted investments
Unquoted investments
- carried at cost
- carried at fair value
		
Total available-for-sale investments
Refer to note 27 for the concentration of the investment portfolio.

Quoted investments
The fair values of the quoted ordinary shares are determined by reference to published price quotations in an active
market.
Unquoted investments
The fair values of unquoted investments have been estimated using indicative bids provided by the fund administrators.
For the real estate funds, there are no readily observable market prices available and hence, these funds are carried at
cost.
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10 AVAILABLE-FOR-SALE INVESTMENTS (continued)
Movements in cumulative changes in fair values arising from available-for-sale investments are as follows:
		

2008

2007

		

BD

BD

(3,335,349)
1,779,639
(235,386)
(1,791,096)

1,416,474
(779,791)
636,683

Net unrealised (losses) / gains
Losses recognised as impairment in consolidated income statement
Net realised gains reclassified on disposal
		

11 INVESTMENT IN AN ASSOCIATE
The Group has a 27.52% (2007: 27.50%) interest in Banader Hotels Company B.S.C., which is involved in operating
hotels in the Kingdom of Bahrain. Banader Hotels Company B.S.C. is listed on the Bahrain Stock Exchange. The
following table illustrates summarised financial information of the Group’s investment in Banader Hotels Company
B.S.C.
		

2008

2007

		

BD

BD

1,570,099
1,899,750
(6,290)
3,463,559

1,647,019
1,772,969
(13,125)
3,406,863

Share of the associate’s balance sheet:
Current assets
Non-current assets
Current liabilities
Net assets
Share of the associate’s revenue and profit
Revenue
Profit for the year
Carrying amount of the investment

82,426
46,128

113,652
101,682

3,569,546

3,521,546

12 INVENTORIES
		

Restated

		

2008

2007

		

BD

BD

10,311,644
5,004,511
15,316,155
(880,057)
14,436,098

9,294,739
4,364,223
13,658,962
(646,123)
13,012,839

		

2008

2007

		

BD

BD

646,123
516,702
(282,768)
880,057

1,305,348
258,640
(917,865)
646,123

Goods for resale
Goods-in-transit
		
Provision for expired and slow-moving items
		
Movement in the provision recognised in the consolidated balance sheet is as follows:

At 1 January
Provided during the year
Written off during the year
At 31 December
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13 TRADE AND OTHER RECEIVABLES
		

2008

2007

		

BD

BD

9,749,716
3,743,536
984,929
14,478,181

8,662,197
1,883,873
1,583,680
12,129,750

Trade receivables - net
Advances to suppliers
Other receivables and prepayments
		

As at 31 December 2008, trade receivables at nominal value of BD 228,300 (2007: BD 205,780) were impaired.
Movements in the allowance for impairment of receivables were as follows:
		

2008

2007

		

BD

BD

205,780
37,014
(14,494)
228,300

253,119
36,217
(81,667)
(1,889)
205,780

At 1 January
Charge for the year
Utilised during the year
Unused amounts reversed
At 31 December
As at 31 December, the ageing analysis of trade receivables is as follows:
		
			 Neither past
			

Past due but not impaired

due nor 				

90- 120

		

Total

impaired

< 30 days

30-60 days

60- 90 days

days

> 120 days

		

BD

BD

BD

BD

BD

BD

BD

2008

9,749,716

7,072,065

1,433,818

425,068

255,859

345,624

217,282

2007

8,662,197

6,597,143

761,365

331,279

22,710

787,765

161,935

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice of the
Group to obtain collateral.
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14 SHARE CAPITAL
		

2008

2007

		

BD

BD

Authorised:
200,000,000 shares of 100 fils each

20,000,000

20,000,000

Issued, subscribed and fully paid-up:
At 1 January
Bonus issue during the year

10,001,267
1,000,127

9,092,061
909,206

“At 31 December: 110,013,938 shares (2007: 100,012,671 shares) of 100 fils each”

11,001,394

10,001,267

Treasury shares: 6,197,019 shares (2007: 4,997,291 shares)

(2,852,752)

(2,396,801)

During 2008, the Company increased the issued and fully paid share capital by 10,001,267 (2007: 9,092,061) ordinary
shares of 100 fils each amounting to BD 1,000,127 (2007: BD 909,206) by an issue of 1 bonus share for every 10 (2007: 1
bonus share for every 10) shares held. These shares rank pari passu with all other issued shares for future dividends and
distributions. This bonus shares issue was made by a transfer from retained earnings.
The Bahrain Commercial Companies Law permits the holding of up to 10% of issued shares as treasury shares.
The Board of Directors has proposed a cash dividend of 50 fils per share, totalling BD 5,204,846 (2007: 50 fils per
share totalling to BD 4,750,769) of which 20 fils per share totalling BD 2,114,339 (2007: 20 fils per share totalling BD
1,924,308) was paid as an interim dividend. The proposed final dividend equals 30 fils per share, totalling BD 3,090,507
(2007: 30 fils per share totalling to BD 2,826,461).
The Board of Directors has also proposed Directors’ remuneration of BD 107,100 (2007: BD 105,900).
The 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.
The largest shareholder is Yousuf Khalil Almoayyed & Sons B.S.C. (c) with 6.57 million (2007: 5.91 million) shares
representing 5.97% (2007: 6.22%) of the outstanding share capital. The distribution of shareholdings is as follows:
			
		
Categories

Less than 1%
1% up to less than 5%
5% up to less than 10%
		

2008			

		

		

2007

% of total			

% of total

No. of

No. of

outstanding

No. of

No. of

outstanding

shares

shareholders

share capital

shares

shareholders

share capital

42,826,895
48,539,781
18,647,262
110,013,938

373
20
3
396

38.93
44.12
16.95
100.00

41,929,090
47,176,281
5,910,008
95,015,379

385
21
1
407

44.13
49.65
6.22
100.00
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15 OTHER RESERVES
						
			

Cumulative			

Foreign
currency

		

Statutory

changes in

Charity

General

translation

		

reserve

fair value

reserve

reserve

reserve

Total

		

BD

BD

BD

BD

BD

BD

Balance at 1 January 2007
Net movement in cumulative
changes in fair value
Net income and expense for the
year recognised directly in equity
Transfer to statutory reserve
Transfer to general reserve
Transfer to charity reserve
Balance at 31 December 2007
Balance at 1 January 2008
Net movement in cumulative
changes in fair value
Translation of operating assets and
liabilities of the subsidiaries
Net income and expense for the
year recognised directly in equity
Transfer to statutory reserve
Transfer to general reserve
Transfer to charity reserve
Balance at 31 December 2008

4,546,031

337,633

161,563

1,500,000

-

6,545,227

-

636,683

-

-

-

636,683

454,602
5,000,633

636,683
974,316

177,280
338,843

500,000
2,000,000

-

636,683
454,602
500,000
177,280
8,313,792

5,000,633

974,316

338,843

2,000,000

-

8,313,792

- (1,791,096)

-

-

-

-

-

202,828
541,671

500,000
2,500,000

-

- (1,791,096)
54,812
5,055,445
(816,780)

- (1,791,096)
27,234

27,234

27,234 (1,763,862)
54,812
500,000
202,828
27,234 7,307,570

a)
		

Statutory reserve
As required by the Bahrain Commercial Companies Law, the Group is required to transfer 10% of the net profit
to a statutory reserve until such reserve equals 50% of the share capital. The Company has resolved to limit the
annual transfer in the current year as the statutory reserve equaled 50% of paid up share capital. The reserve is not
distributable except in such circumstances as stipulated in the Bahrain Commercial Companies Law.

b)
		

Charity reserve
In accordance with the Company’s articles of association and the recommendation of the Board of Directors,
amounts not exceeding 2% of the Group’s profit for the year are transferred to the charity reserve. The Board of
Directors has proposed a transfer of BD 202,828 (2007: BD 177,280) to the charity reserve in the current year. This
is subject to approval by the shareholders at the Annual General Meeting.

c)
		

General reserve
In accordance with the Company’s articles of association and the recommendation 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 (2007: BD 500,000) to the general reserve in the current year. This is subject to approval by the
shareholders at the Annual General Meeting.
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16 EMPLOYEES’ END OF SERVICE BENEFITS
Movements in the provision recognised in the balance sheet are as follows:
		

2008

2007

		

BD

BD

777,793
248,431
(75,066)
951,158

601,070
225,853
(49,130)
777,793

At 1 January
Provided during the year
End of service benefits paid
At 31 December

17 INCOME TAX
The major components of income tax expense for the years ended 31 December 2008 and 2007 are:
		

2008

2007

		

BD

BD

153,861
73,759
227,620

-

			

Restated

		

2008

2007

		

BD

BD

15,256,751
4,513,998
19,770,749

11,112,051
4,479,726
287,162
15,878,939

Current income tax charge
Distribution tax
Income tax expense reported in the consolidated income statement
18 TRADE AND OTHER PAYABLES

Trade payables
Other payables and accrued liabilities
Due to jointly controlled entities
		
Terms and conditions of the above financial liabilities are as follows:

Trade payables are non-interest bearing and are normally settled on 60 day terms.
-		Other payables and accrued liabilities are non interest-bearing and have an average term of 2 months.
-		For terms and conditions of due to jointly controlled entities, refer to related party transactions (note 23).
19 DERIVATIVE FINANCIAL INSTRUMENT
The Group does not actively engage in proprietary trading activities in derivatives. However, on occasions, the Group
may need to undertake certain derivative transactions to hedge economic risks under its asset-liability management
and risk management guidelines that may not qualify for hedge accounting under IAS 39. Consequently, gains or losses
resulting from the re-measurement to fair value of these derivatives are taken to the consolidated income statement. The
Group uses currency option contracts to manage some of its transaction exposures and these are entered into for periods
consistent with currency transaction exposures, generally 1 to 12 months.
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20 PROFIT FOR THE YEAR
The profit for the year is stated after charging:
		

2008

2007

		

BD

BD

5,441,359
293,100
59,307,820
787,550
516,702

4,606,521
228,450
43,284,371
549,101
258,640

		

2008

2007

		

BD

BD

119,265
6,700
774,373
900,338

112,858
310
152,601
265,769

Staff costs
Rental - operating leases
Inventories recognised as expense upon sale of finished goods
Depreciation
Provision for inventory (note 12)
21 OTHER OPERATING INCOME

Rental income
Gain on disposal of property, plant and equipment
Miscellaneous income
		

22 EARNINGS PER SHARE
Basic earnings per share is calculated by dividing the profit for the year attributable to ordinary equity holders of the
parent 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:
		

2008

2007

		

BD

BD

7,452,208

10,141,408

94,415,516
10,001,267
104,416,783

86,695,823
10,001,267
96,697,090

71

105

The following reflects the income and share data used in the basic
earnings per share computations:
Profit for the year attributable to ordinary equity holders of the parent
Weighted average number of shares, net of treasury shares, excluding
bonus shares issued during the year
Issue of bonus shares
Adjusted shares in issue
Basic earnings per share (fils)

No figure for diluted earnings per share has been presented because the Group has not issued instruments that would
have a dilutive effect.
There have been no other transactions involving ordinary or potential ordinary shares between the reporting date and
the date of completion of these consolidated financial statements.
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23 RELATED PARTY TRANSACTIONS
Related parties represent the associated company, jointly controlled entities, major shareholders, directors and key
management personnel of the Group entities, and entities controlled, jointly controlled or significantly influenced by
such parties. Pricing policies and terms of these transactions are approved by the Group’s management.
Transactions with related parties included in the consolidated income statement are as follows:
			

2008		

2007

			

Jointly		

Jointly

		

Other

controlled

Other

controlled

		

related parties

entities

related parties

entities

-

146,000
843,029
-

21,973
-

925,963
9,600

Selling and distribution expenses
Cost of sales
Other operating income

Transactions with related parties are made at normal market prices in the ordinary course of business.
Balances with related parties included in the balance sheet are as follows:
			

2008		

2007

			

Jointly		

Jointly

		

Other

controlled

Other

controlled

		

related parties

entities

related parties

entities

-

452,256
86,166
400,000

1,630
-

287,162
550,000

Trade and other receivables
Trade and other payables
Loan to a jointly controlled entity

Loan to a jointly controlled entity is interest free and is repayable on demand.
Compensation of key management personnel
Key management personnel are those persons having 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 officer, the
deputy chief executive officer and two chief operating officers and their compensation is as follows:
		

2008

2007

		

BD

BD

670,698
41,160
711,858

608,639
27,151
635,790

Short-term benefits
Employees’ end of service benefits
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24 COMMITMENTS AND CONTINGENCIES
		

2008

2007

		

BD

BD

11,435

43,763

564,261

562,704

Letters of credit
On call of outstanding amounts for shares in the associate company [50 fils per share for 11,285,222 shares (2007: 11,254,078 shares)]

At 31 December 2008 the Group had contingent liabilities in the form of bank guarantees issued in the ordinary course
of business amounting to BD 686,667 (2007: BD 819,207), from which it is anticipated that no material liabilities will
arise.
Operating lease commitments
Commitments for future rentals payable under non-cancellable operating leases are as follows:
		

2008

2007

		

BD

BD

Future minimum lease payments :
Not later than one year
Later than one year and not later than five years
Later than five years

216,730
245,210
169,511

256,947
500,168
189,725

Aggregate operating lease expenditure contracted for at the balance sheet date

631,451

946,840

Commitments (restated - see note 5)
At 31 December 2008, the Group had capital expenditure commitments of BD 159,121 (2007: Nil).
Commitments relating to confirmed purchase orders at the balance sheet date amounted to BD 1,987,382 (2007: BD
1,396,482).
25 SEGMENT REPORTING
The primary segment reporting format is determined to be business segments as the Group’s risks and rates of return
are affected predominantly by differences in the products and services provided. Secondary information is reported
geographically. The operating businesses are organised and managed separately according to the nature of the products
and services provided, with each segment representing a strategic business unit that offers different products and serves
different markets.
The Group is organised into three main business segments:
Wholesale
Retail
Service and general management -

wholesaling of food, beverage and other consumer products.
retailing of food, beverage and other consumer products.
Transport activity, storage and distribution, import and export.

Segment revenue, segment expense and segment results include transfers between business segments. Those transfers
are eliminated in consolidation.
The Group’s geographical segments are based on the location of the Group’s assets. Sales to external customers disclosed
in geographical segments are based on the geographical location of its customers.
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25 SEGMENT REPORTING (continued)
Revenue from operations in Africa amounted to BD 12,298,119 (2007: Nil) and profit for the year amounted to BD
725,825 (2007: Nil). All remaining revenue and profit for the year is generated from the primary geographical segment of
the Middle East.
Total assets in Africa amounted to BD 5,060,096 (2007: Nil) and total liabilities amounted to BD 4,302,273 (2007: Nil).
All remaining assets and liabilities arise from the primary geographical segment of the Middle East.
				
		
Consolidated
income statement

Sales
Cost of sales
Gross profit

Wholesale

Service and

Retail

general management

2007

2008

2007

2008

2007

2008

2007

BD

BD

BD

BD

BD

BD

BD

BD

48,075,882 42,132,498 20,072,636 17,476,633 12,298,119
(35,974,588) (31,949,274) (13,728,381) (11,335,097) (9,604,851)
12,101,294 10,183,224 6,344,255
6,141,536 2,693,268

Operating costs
(7,549,178)
Share of results of jointly
controlled entities
Other operating income 183,969
Profit from operations 4,736,085
Share of results of associate
Investment income
Gain on sale of availablefor-sale investments
Interest income
Loss on derivative
financial instrument
(706,549)
Impairment on availablefor-sale investments
PROFIT (LOSS)
BEFORE TAX
4,029,536
Taxation
PROFIT (LOSS)
FOR THE YEAR

4,029,536

128,003 80,446,637 59,737,134
- (59,307,820) (43,284,371)
128,003 21,138,817 16,452,763

(6,351,302) (1,853,544)

(1,709,005) (4,085,835)

3,831,922

272,916
4,763,627

242,361
4,674,892

1,084,555
443,453
135,441

741,319
23,408
141,744

1,084,555
900,338
9,635,153

741,319
265,769
8,648,558

-

-

-

46,128
248,863

101,682
207,689

46,128
248,863

101,682
207,689

-

-

-

235,386
341,246

779,791
403,688

235,386
341,246

779,791
403,688

(750,986) (13,488,557)

-

-

(959,254)

-

(1,779,639)

-

(8,811,293)

-

(252,705)

-

-

-

-

(1,779,639)

-

3,831,922
-

4,510,922
-

4,674,892
-

(772,575)
227,620

1,634,594
-

7,767,883
227,620

10,141,408
-

3,831,922

4,510,922

4,674,892

(1,000,195)

1,634,594

7,540,263

10,141,408

				
		

Group

2008

Wholesale

Service and

Retail

general management

Group

Consolidated

2008

2007

2008

2007

2008

2007

2008

2007

balance sheet

BD

BD

BD

BD

BD

BD

BD

BD

Total assets
Total liabilities
		

12,447,010
(3,628,500)
8,818,510

-

971,565
(1,041,332)
(69,767)

- 48,983,610 56,773,539 62,402,185 56,773,539
- (17,204,863) (16,656,732) (21,874,695) (16,656,732)
- 31,778,747 40,116,807 40,527,490 40,116,807
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26 FAIR VALUES OF FINANCIAL INSTRUMENTS
Financial instruments of the Group comprise of financial assets and financial liabilities.
Financial assets consist of available-for-sale investments, loan to a jointly controlled entity, trade and other receivables
and bank balances and short-term deposits. Financial liabilities consist of trade and other payables and the derivative
financial instrument.
The fair values of financial instruments are not materially different from their carrying values.
27 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Group’s principal financial liabilities comprise trade and other payables. The main purpose of these financial
liabilities is to finance the Group’s day-to-day operations. The Group has a loan, trade and other receivables and
bank balances and short term deposits that arise directly from its operations. The Group also holds available-for-sale
investments.
The Group is exposed to market, credit and liquidity risks.
The Group’s senior management overseas the management of these risks. The Group’s senior management is supported
by an investment committee that advises on financial risks and the appropriate financial risk governance framework for
the Group. The investment committee provides assurance to the Group’s senior management that the Group’s financial
risk-taking activities are governed by appropriate policies and procedures and that financial risks are identified,
measured and managed in accordance with group policies and group risk appetite. The Board of Directors reviews and
agrees policies for managing each of these risks which are summarised below.
Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes
in market prices. Market prices comprise three types of risk: interest rate risk, currency risk and other price risk, such
as equity risk. Financial instruments affected by market risk include loan, deposits, available-for-sale investments, and
derivative financial instruments.
The sensitivity analyses in the following sections relate to the position as at 31 December 2008 and 2007.
The sensitivity analyses have been prepared on the basis that the amount of net debt, the ratio of fixed to float interest
rates of the debt and the proportion of financial instruments in foreign currencies are all constant at 31 December 2008.
The analyses exclude the impact of movements in market variables on the carrying value of end of service benefits,
provisions and on the non-financial assets and liabilities of foreign operations.
The following assumptions have been made in calculating the sensitivity analyses:
(a) The balance sheet sensitivity relates only to available-for-sale debt instruments.
(b) The sensitivity of the consolidated income statement is the effect of the assumed changes in interest rates on the
net interest income for one year, based on the floating rate non-trading financial assets and financial liabilities held
at 31 December 2008.
(c) The sensitivity of equity is calculated by revaluing fixed rate available-for-sale financial assets at 31 December 2008
for the effects of the assumed changes in interest rates. The sensitivity of equity is analysed by maturity of the asset.
The total sensitivity of equity is based on the assumption that there are parallel shifts in the yield curve, while the
analysis by maturity band displays the sensitivity to non-parallel changes.

62 - BMMI

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements (continued)
As at 31 December 2008

BMMI - 63

27 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.
The Group is exposed to interest rate risk on its interest bearing assets and liabilities (bank deposits, bank overdrafts and
available-for-sale debt instruments).
The sensitivity, to a reasonably possible change in interest rates with all other variables held constant, of the Group’s
profit is not provided as it is not expected to be material.
Equity price risk
The Group’s listed and unlisted equity securities are susceptible to market price risk arising from uncertainties about
future values of the investment securities. The Group manages the equity price risk through diversification and placing
limits on individual and total equity instruments. Reports on the equity portfolio are submitted to the Group’s senior
management on a regular basis. The Group’s Investment Committee reviews and approves all equity investment
decisions.
The following table demonstrates the sensitivity of the cumulative changes in fair value to reasonably possible changes
in equity prices, with all other variables held constant. The effect of decreases in equity prices is expected to be equal
and opposite to the effect of the increases shown.
			

2008		

2007

		

Change in

Effect on

Change in

Effect on

		

equity price

equity

equity price

equity

		

BD

BD

BD

BD

20%
20%

689,271
1,244,375

10%
10%

531,841
559,570

GCC
Unquoted investments at fair value

The Group also has unquoted investments carried at cost where the impact of changes in equity prices will only be
reflected when the investment is sold or deemed to be impaired, when the consolidated income statement will be
impacted.
Concentration of investment portfolio
Concentration of investment portfolio arise when a number of investments are made in entities engaged in similar
business activities, or activities in the same geographic region, or have similar economic features that would be
affected by changes in economic, political or other conditions. The Group manages this risk through diversification
of investments in terms of investment concentration. The concentration of the Group’s investment portfolio as of 31
December 2008 is as follows:
		

2008

2007

		

BD

BD

987,526
3,446,355
1,710,312
3,023,767
3,612,830
12,780,790

1,273,477
5,318,414
1,919,560
3,049,272
1,919,897
13,480,620

Bonds
Equities
Capital secured funds
Open-ended funds
Private equity funds
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27 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Group’s exposure to the risk of changes in foreign exchange rates relates
primarily to the Group’s operating activities (when revenue or expense are denominated in a different currency from the
Group’s functional currency) and the Group’s net investments in foreign subsidiaries.
Other than as mentioned in the table below, the Group is not exposed to any significant currency risk. As the Bahraini
Dinar is pegged to the US Dollar, balances in US Dollars are not considered to represent significant currency risk. The
risk of a change in the fair value of operations in foreign currencies is not considered material and would not affect the
Group’s profit.
The table below indicates the Company’s foreign currency exposure at 31 December, as a result of its monetary assets
and liabilities. The analysis calculates the effect of a 5% movement of the Bahraini Dinar currency rate against the Euro
and the Pound Sterling, with all other variables held constant, on the consolidated income statement (due to the fair
value of currency sensitive monetary assets and liabilities).
		

2008

2008

2007

2007

		

Euro

GBP

Euro

GBP

747,957
(25,911)

500,570
(166,705)

(194,797)

380,785
(254,464)

		

Effect before

Effect on

		

derivative

profit

		

BD

BD

Euro
2008
2007

36,102
(9,740)

36,102
(9,740)

Pound Sterling
2008
2007

16,693
6,316

16,693
6,316

Foreign currency denominated monetary assets
Foreign currency denominated monetary liabilities

Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group is exposed to credit risk from its operating activities (primarily for trade
receivables and loan notes) and from its financing activities, including deposits with banks and financial institutions,
foreign exchange transactions and other financial instruments.
The Group trades only with recognised, creditworthy third parties. It is the Group’s policy that all customers who wish
to trade on credit terms are subject to credit verification procedures. In addition, receivable balances are monitored on
an ongoing basis with the result that the Group’s exposure to bad debts is not significant. The maximum exposure to
credit risk at the reporting date is the carrying amount as disclosed in note 13.
With respect to credit risk arising from the other financial assets of the Group, which comprise bank balances, short
term deposits and investments in bonds, the Group’s exposure to credit risk arises from default of the counterparty, with
a maximum exposure equal to the carrying amount of these instruments.
Included in trade receivables is an amount of BD 2,789,636 (2007: BD 2,946,931) receivable from a single customer.
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27 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Liquidity risk
The Group limits its liquidity risk by ensuring bank facilities are available. The Group’s terms of sales require amounts to
be paid within 90 days of the date of sale. Trade payables are normally settled within 60 days of the date of purchase.
The table below summarises the maturity profile of the Group’s financial liabilities at 31 December 2008 based on
contractual undiscounted payments.
		

Less than

		

3 months

12 months

3 to		
1 to 5 years

More than
5 years

Total

		

BD

BD

BD

BD

BD

31 December 2008
Trade and other payables

16,251,038

-

-

-

16,251,038

31 December 2007
Trade and other payables

12,714,568

226,515

-

-

12,941,083

Capital management
The primary objective of the Group’s capital management is to ensure that it maintains a strong credit rating and healthy
capital ratios in order to support its business and maximize shareholder value.
Capital includes equity attributable to the ordinary equity holders of the parent and minority interests.
The Company manages its capital structure and makes adjustments to it, in light of changes in economic conditions. To
maintain or adjust the capital structure, the Company may adjust the dividend payment to shareholders or issue new
shares. No changes were made in the objectives, policies or processes during the years ended 31 December 2008 and 2007,
respectively.
28 EVENTS AFTER THE BALANCE SHEET DATE
There are no material events that have occurred subsequent to the balance sheet date, other than those already considered
in the consolidated financial statements.
29 KEY SOURCES OF ESTIMATION UNCERTAINTY
The preparation of the Group’s consolidated financial statements requires management to make judgments, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability affected in future periods.
Impairment of accounts receivable
An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is no
longer probable. The estimation is performed on an individual customer basis.
At the balance sheet date, gross trade accounts receivable were BD 9,978,016 (2007: BD 8,867,977) and the allowance for
impairment of accounts receivable was BD 228,300 (2007: BD 205,780). Any difference between the amounts actually
collected in future periods and the amounts expected will be recognised in the consolidated income statement.

Bahrain Maritime & Mercantile International B.S.C.

Notes to the Consolidated
Financial Statements (continued)
As at 31 December 2008

29 KEY SOURCES OF ESTIMATION UNCERTAINTY (continued)
Impairment of inventories
Inventories are held at the lower of cost and net realisable value. When inventories become old or obsolete, an estimate
is made of their net realisable value. For individually significant amounts this estimation is performed on an individual
basis. Amounts which are not individually significant, but which are old or obsolete, are assessed collectively and a
provision applied according to the inventory type and the degree of ageing or obsolescence, based on historical selling
prices.
At the balance sheet date, gross inventories of goods for resale were BD 10,311,644 (2007: BD 9,294,739), with
provisions for expired and slow moving items of BD 880,057 (2007: BD 646,123). Any difference between the amounts
actually realised in future periods and the amounts expected will be recognised in the consolidated income statement.
Useful lives of property, plant and equipment
The Group’s management determines the estimated useful lives of its property, plant and equipment for calculating
depreciation. This estimate is determined after considering the expected usage of the asset or physical wear and tear.
Management reviews the residual value and useful lives annually and future depreciation charges would be adjusted
where the management believes the useful lives differ from previous estimates.
Impairment of available-for-sale investments
The Group’s management classifies investments as available-for-sale and recognises movements in their fair value in
equity. When the fair value declines, the management makes assumptions about the decline in value to determine
whether it is an impairment that should be recognised in the consolidated income statement. At 31 December 2008,
impairment losses amounting to BD 1,779,639 have been recognised for available-for-sale investments (2007: Nil).
Valuation of investments
Management uses its best judgement in determining fair values of the unquoted private equity investments by reference
to recent, material arms’ length transactions involving third parties. Nonetheless, the actual amount that will be realised
in a future transaction may differ from the current estimate of fair value, given the inherent uncertainty surrounding
valuations of unquoted private equity investments. In determining any impairment for the unquoted investments
carried at cost, assumptions have been made regarding the expected future cash generation of the assets, discount rates
to be applied and the expected period of benefits.
Impairment of non-financial assets
The key assumptions in the Group’s impairment test for goodwill used to determine the recoverable amount for the
different cash generating units, including a sensitivity analysis, are explained in Note 8.
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