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Company following the public offering of its shares. Since 26th June 2005, the Company has been licensed and regulated

by the Central Bank of Bahrain
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Company has incorporated Tasheelat Automotive Company WLL and Tasheelat Car Leasing Company WLL was

established in April 2017. 
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CHAIRMAN’S REPORT (Continued) 

Disclosure forms for the remuneration of members of the board of directors and the 

executive management in the report of the board of directors 2023 

First: Board of directors’ remuneration details: 
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First: Independent Directors: 

1- AbdulRahman 

Yusuf Fakhro 
- 2,400 - - 2,400 - - - - - - 2,400 - 

2- Reyadh Yusuf 

Hasan Sater 
- 600 - - 600 - - - - - - 600 - 

3- Ebrahim Abdulla 

Buhindi 
- 4,500 - - 4,500 - - - - - - 4,500 - 

4- Yusuf Saleh 

Sultan Khalaf 
- 3,000 - - 3,000 - - - - - - 3,000 - 

5- Najla Mohamed 

Al Shirawi 
- 1,200 - - 1,200 - - - - - - 1,200 - 

6- Nader Karim 

Mahdi Almaskati  
- 900 - - 900 - - - - - - 900*** - 

 



CHAIRMAN’S REPORT (Continued) 

 

Name 

Fixed remunerations Variable remunerations 
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Second: Non-Executive Directors: 

1- Sh. Salman Bin Isa 

Al-Khalifa 
- 3,600 - - 3,600 - - - - - - 3,600 - 

2- Mishal Ali 

Mohamed Al hellow 
- 1,500 - - 1,500 - - - - - - 1,500 - 

3- Abdulla Mohamed 

Turki Almahmood  
- 300 - - 300 - - - - - - 300*** - 

4- Dana Aqeel Raees  - 600 - - 600 - - - - - - 600*** - 

Third: Executive Directors: 

1- Dr. AbdulRahman 

Ali Saif 
- 4,800 - - 4,800 - - - - - - 4,800**** - 

2- Abdulaziz Abdulla 

A.Aziz Al-Ahmed 
- 3,750 - - 3,750 - - - - - - 3,750 - 

3- Mohamed Abdulla 

Isa 
- 1,950 - - 1,950 - - - - - - 1,950**** - 

 

Total - 29,100 - - 29,100 - - - - - - 29,100 - 

Note: All amounts must be stated in Bahraini Dinars. 

Other remunerations:  
* It includes in-kind benefits – specific amount - remuneration for technical, administrative and advisory work (if any).  

** It includes the board member's share of the profits - Granted shares (value is added if any). 

*** It includes Allowance for attending meetings in 2023 Q1 paid to Ex Board Members whose term of office expired at the last OGM held on 29 

March 2023.  

**** It includes Allowances paid to the entity (shareholder) represented by these Board members.  



 

CHAIRMAN’S REPORT (Continued) 

Second: Executive management remuneration details:  

 

 

 

 
 

 

Aggregate Amount  

Any other cash/ in 

kind remuneration 

for 2023 

Total paid 

remuneration 

(Bonus)  

Total paid salaries 

and allowances  
Executive management  

937,504 - 126,765* 810,739 Top 6 remunerations for executives, including CEO 

and Senior Financial Officer 

Note: All amounts must be stated in Bahraini Dinars. 

 

* Subject to the Board of Directors’ approval.  



 

A member firm of Ernst & Young Global Limited 

 

Ernst & Young - Middle East 
P O Box 140 
10th Floor, East Tower 
Bahrain World Trade Centre 
Manama 
Kingdom of Bahrain 

Tel: +973 1753 5455 
Fax: +973 1753 5405 
manama@bh.ey.com 
C.R. No. 29977-1 

 INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF 
BAHRAIN COMMERCIAL FACILITIES COMPANY B.S.C. 
 
 
Report on the Audit of the Consolidated Financial Statements 

 
Opinion 
We have audited the accompanying consolidated financial statements of Bahrain Commercial 
Facilities Company B.S.C. (the "Company”) and its subsidiaries (together the "Group”), which 
comprise the consolidated statement of financial position as at 31 December 2023 and the 
consolidated statements of profit or loss, comprehensive income, cash flows and changes in 
equity for the year then ended, and notes to the consolidated financial statements, including 
material accounting policy information. 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all material 
respects, the consolidated financial position of the Group as at 31 December 2023, and its 
consolidated financial performance and its consolidated cash flows for the year then ended in 
accordance with International Financial Reporting Standards (“IFRSs”). 
 
Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing ("ISA"). Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for 
the audit of the consolidated financial statements section of our report. We are independent of 
the Group in accordance with the International Code of Ethics for Professional Accountants 
(including International Independence Standards) (“IESBA Code”) together with the ethical 
requirements that are relevant to our audit of the financial statements in the Kingdom of Bahrain, 
and we have fulfilled our other ethical responsibilities in accordance with these requirements and 
the IESBA Code. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 
 
Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance 
in our audit of the consolidated financial statements for the year ended 31 December 2023. These 
matters were addressed in the context of our audit of the consolidated financial statements as a 
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these 
matters. For each matter below, our description of how our audit addressed the matter is provided 
in that context.  
 
We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the 
consolidated financial statements section of our report, including in relation to these matters. 
Accordingly, our audit included the performance of procedures designed to respond to our 
assessment of the risks of material misstatement of the consolidated financial statements. The 
results of our audit procedures, including the procedures performed to address the matters below, 
provide the basis for our audit opinion on the accompanying consolidated financial statements. 

mailto:manama@bh.ey.com


 

 

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF 
BAHRAIN COMMERCIAL FACILITIES COMPANY B.S.C. (continued) 
 
 
Report on the Audit of the Consolidated Financial Statements (continued) 
 
Key audit matters (continued) 
 

1. Impairment of loans and advances 

Refer to notes 3, 4 & 10 

Key audit matter / risk How the key audit matter was addressed 
in the audit 

The process for estimating Expected Credit 
Loss (“ECL”) on credit risk associated with 
loans and advances in accordance with  
 
IFRS 9 – Financial Instruments (“IFRS 9”) is 
a significant and complex area. 
 
IFRS 9 requires use of the ECL model for the 
purposes of calculating loss allowances. The 
key areas of judgement applied by the 
management in the determination of the ECL 
include: 
 
• Determining whether the risk of default on a 
customer has increased significantly due to 
increase in credit risk; 

 
• Choosing appropriate models and 
assumptions for the measurement of ECL, 
including the changes in forward-looking 
macroeconomic variables; and 

 
• Qualitative adjustments (overlays) made to 
the ECL results to address model limitations 
or emerging risks and trends in the 
underlying portfolio which are inherently 
judgmental. 

 

Our approach included understanding the 
relevant processes for estimating the ECL 
and performing audit procedures on such 
estimates. 
 
We assessed the Group’s IFRS 9 based ECL 
policy including the Group’s determination of 
the significant increase in credit risk and its 
impact on the staging criteria with the 
requirements of IFRS 9.  
 
We assessed the basis of determination of 
the management overlays against the 
requirements of the Group’s ECL policy. 
 
For a sample of exposures, we checked the 
appropriateness of the Group’s staging. 
 
For Probability of Default (“PD”) used in the 
ECL calculations we checked the Through 
the Cycle (“TTC”) PDs with internal historical 
data and checked the appropriateness of 
conversion of the TTC PDs to Point in Time 
PDs. 
 
We checked the appropriateness of the Loss 
Given Default used by the Group’s 
management in the ECL calculations. 
 

 
 
  



 

 

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF 
BAHRAIN COMMERCIAL FACILITIES COMPANY B.S.C. (continued) 
 
 
Report on the Audit of the Consolidated Financial Statements (continued) 
 
Key audit matters (continued) 
 

1. Impairment of loans and advances (continued) 

Refer to notes 3, 4 & 10 

Key audit matter / risk How the key audit matter was addressed in 
the audit 

Due to the complexity of the requirements 
under IFRS 9, the significance of judgments 
and estimations applied in the ECL 
calculations, and the Group’s exposure to 
loans and advances, which account for 66% 
of the Group’s total assets, the audit of ECL 
for loans and advances is a key area of focus. 
 
As at 31 December 2023, the Group’s gross 
loans and advances amounted to BD 192.7 
million and the related ECL amounted to BD 
48.7 million, comprising BD 3.5 million of ECL 
against Stage 1 and 2 exposures and BD 45.2 
million against exposures classified under 
Stage 3. 
 

For a sample of exposures, we checked the 
appropriateness of determining Exposure at 
Default, including the consideration of 
repayments in the cash flows and the resultant 
arithmetical calculations. 
 
We checked the completeness of loans and 
advances to customers and credit related 
contingent items included in the ECL 
calculations as of 31 December 2023. 
 
We involved Financial Services Risk 
Management specialists to verify the 
appropriateness of the model. 
 
We evaluated the key management 
assumptions related to the determination of 
the future macroeconomic scenarios including 
forward looking information and assigning 
probability weights, incorporating 
management overlays. 
 
We considered the adequacy of the 
disclosures in the consolidated financial 
statements in relation to ECL on loans and 
advances as per the applicable financial 
reporting standards. 
 

 
  



 

 

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF 
BAHRAIN COMMERCIAL FACILITIES COMPANY B.S.C. (continued) 
 
 
Report on the Audit of the Consolidated Financial Statements (continued) 
 
Other information included in the Group's 2023 annual report 
Other information consists of the information included in the Group’s 2023 annual report, other 
than the consolidated financial statements and our auditor’s report thereon. The Board of 
Directors is responsible for the other information. Prior to the date of this auditor’s report, we 
obtained the Chairman’s Statement which will form part of the annual report, and the remaining 
sections of the annual report are expected to be made available to us after that date. 
 
Our opinion on the consolidated financial statements does not cover the other information and 
we do not express any form of assurance conclusion thereon.  
 
In connection with our audit of the consolidated financial statements, our responsibility is to read 
the other information identified above when it becomes available and, in doing so, consider 
whether the other information is materially inconsistent with the consolidated financial statements 
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.  If, based 
on the work we have performed on the other information obtained prior to the date of the auditor’s 
report, we conclude that there is a material misstatement of this other information, we are required 
to report that fact. We have nothing to report in this regard. 
 
Responsibilities of the Board of Directors for the consolidated financial statements 
The Board of Directors is responsible for the preparation and fair presentation of the consolidated 
financial statements in accordance with IFRS and for such internal control as the Board of 
Directors determines is necessary to enable the preparation of consolidated financial statements 
that are free from material misstatement, whether due to fraud or error.  
 
In preparing the consolidated financial statements, the Board of Directors is responsible for 
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless the Board of 
Directors either intends to liquidate the Group or to cease operations, or has no realistic 
alternative but to do so. 
 
Auditor’s responsibilities for the audit of the consolidated financial statements 
Our objectives are to obtain reasonable assurance about whether the consolidated financial 
statements as a whole are free from material misstatement, whether due to fraud or error, and to 
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always 
detect a material misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these consolidated financial 
statements. 
 
  



 

 

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF 
BAHRAIN COMMERCIAL FACILITIES COMPANY B.S.C. (continued) 
 
 
Report on the Audit of the Consolidated Financial Statements (continued) 
 
Auditor’s responsibilities for the audit of the consolidated financial statements (continued) 
As part of an audit in accordance with ISA, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 
 
- Identify and assess the risks of material misstatement of the consolidated financial 

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

 
- Obtain an understanding of internal control relevant to the audit in order to design audit 

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

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

accounting estimates and related disclosures made by the Board of Directors. 
 
- Conclude on the appropriateness of the Board of Directors’ use of the going concern basis 

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

 
- Evaluate the overall presentation, structure and content of the consolidated financial 

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

 
- Obtain sufficient appropriate audit evidence regarding the financial information of the 

entities or business activities within the Group to express an opinion on the consolidated 
financial statements. We are responsible for the direction, supervision and performance of 
the Group audit. We remain solely responsible for our audit opinion. 

 
We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 
 
  



 

 

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF 
BAHRAIN COMMERCIAL FACILITIES COMPANY B.S.C. (continued) 
 
 
Report on the Audit of the Consolidated Financial Statements (continued) 
 
Auditor’s responsibilities for the audit of the consolidated financial statements (continued) 
We also provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, 
and where applicable, actions taken to eliminate threats or safeguards applied. 
 
From the matters communicated with those charged with governance, we determine those 
matters that were of most significance in the audit of the consolidated financial statements of the 
current period and are therefore the key audit matters. We describe these matters in our auditor’s 
report unless law or regulation precludes public disclosure about the matter or when, in extremely 
rare circumstances, we determine that a matter should not be communicated in our report 
because the adverse consequences of doing so would reasonably be expected to outweigh the 
public interest benefits of such communication. 
 
Report on Other Legal and Regulatory Requirements 

 

As required by the Bahrain Commercial Companies Law and the Central Bank of Bahrain (CBB) 
Rule Book (Volume 5), we report that: 
 
a)   the Company has maintained proper accounting records and the consolidated financial 

statements are in agreement therewith; 
 
b)  the financial information contained in the Report of the Board of Directors is consistent with 

the consolidated financial statements; 
 
c) we are not aware of any violations of the Bahrain Commercial Companies Law, the Central 

Bank of Bahrain and Financial Institutions Law, the CBB Rule Book (Volume 5 and 
applicable provisions of Volume 6) and CBB directives, regulations and associated 
resolutions, rules and procedures of the Bahrain Bourse or the terms of the Company’s 
memorandum and articles of association having occurred during the year ended 31 
December 2023 that might have had a material adverse effect on the business of the 
Company or on its financial position; and 

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

response to all our requests.  
 

 
 
Auditor's Registration No: 45 

28 February 2024 

Manama, Kingdom of Bahrain 







Bahrain Commercial Facilities Company B.S.C.                                                    

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
For the year ended 31 December 2023

2023 2022

BD ’000 BD ’000

       (30,812)            3,665 

            (938)            4,295 

(31,750)       7,960          Total comprehensive (loss) / income for the year 

to profit or loss

(Loss) / profit for the year

Other comprehensive income:

Items that are or may be reclassified 

 Net change in cash flow hedge reserve

 The attached notes 1 to 34 form part of these consolidated financial statements.____________________________________________________________________________________
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Bahrain Commercial Facilities Company B.S.C.                                                    

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended 31 December 2023

Cash flow  

Share Treasury Statutory Share hedge Donation General Retained Total       

Capital shares  reserve Premium reserve reserve  reserve  earnings   equity

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

      20,419          (599)       10,210       25,292            2,182              248       27,500       52,387    137,639 

-           

-           -           -           -           -              -             -           (4,029)      (4,029)      

20,419     (599)         10,210     25,292     2,182          248            27,500     48,358     133,610   

              -                 -                 -                 -                    -                  -                 -   (30,812)    (30,812)    

              -                 -                 -                 -   (938)                           -                 -                 -   (938)         

20,419     (599)         10,210     25,292     1,244          248            27,500     17,546     101,860   

              -                 -                 -                 -                    -   (215)                         -                 -   (215)         

20,419     (599)         10,210     25,292     1,244          33              27,500     17,546     101,645   

The attached notes 1 to 34 form part of these consolidated financial statements.

Reserves and retained earnings

Other reserves

As at 1 January 2023

2022 appropriations (approved 

Share capital

At 31 December 2023

hedge reserve 

Utilisation of donation reserve

- Net change in cash flow 

Other comprehensive loss:

by shareholders):

and paid

appropriations

Balance after 2022

for the year:

Comprehensive income

Loss for the year

- Dividend to equity holders declared

17



Bahrain Commercial Facilities Company B.S.C.                                                    

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended 31 December 2023

Cash flow  

Share Treasury Statutory Share hedge Donation General Retained Total       

Capital shares  reserve Premium reserve reserve  reserve  earnings   equity

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

    20,419           (599)       10,210       25,292        (2,113)            303       27,000       54,408 134,920    

-         -            -            -            -            150           -            (150)          -            

-         -            -            -            -            -            -            (5,036)       (5,036)       

-         -            -            -            -            -            500           (500)          -            

20,419    (599)          10,210      25,292      (2,113)       453           27,500      48,722      129,884    

            -                 -                 -                 -                 -                 -                 -   3,665        3,665        

            -                 -                 -                 -   4,295                      -                 -                 -   4,295        

20,419    (599)          10,210      25,292      2,182        453           27,500      52,387      137,844    

            -                 -                 -                 -                 -   (205)                        -                 -   (205)          

20,419    (599)          10,210      25,292      2,182        248           27,500      52,387      137,639    

The attached notes 1 to 34 form part of these consolidated financial statements.

At 31 December 2022

Profit for the year

Other comprehensive income:

- Net change in cash flow 

hedge reserve 

Balance after 2021

appropriations

Comprehensive income

for the year:

Utilisation of donation reserve

2021 appropriations (approved 

by shareholders):

- Donations approved

and paid

- Transfer to general reserve

- Dividend to equity holders declared

Reserves and retained earnings

Other reserves

Share capital

As at 1 January 2022

18



Bahrain Commercial Facilities Company B.S.C.                                                    

CONSOLIDATED STATEMENT OF CASH FLOWS 
For the year ended 31 December 2023

2023 2022

BD ’000 BD ’000

      202,451         216,888 

        41,293           40,586 

             583                579 

             240             1,244 

             501                568 

     (162,010)       (165,836)

       (36,489)         (37,536)

       (12,810)         (15,410)

Directors' fees paid             (275)              (330)

         (9,120)           (7,817)

24,364        32,936         

         (5,863)           (3,942)

                (2)                  (1)

          1,846             1,431 

             300           (6,300)

(3,719)         (8,812)          

        39,455           26,021 

       (83,966)         (38,880)

         (4,029)           (5,036)

Donations paid             (215)              (205)

(48,755)       (18,100)        

(28,110)       6,024           

34,325 28,301

6,215          34,325         

        13,244           40,702 

Less:

              (69)                (77)

            (960) -               

         (6,000)           (6,300)

6,215          34,325         

Fixed deposit held with banks with maturities of more than three months

Restricted cash

Cash and cash equivalents at 1 January

Cash and cash equivalents comprise:

Cash and balances with banks 

OPERATING ACTIVITIES

Payments to suppliers

Proceeds from sale of real estate inventory 

Rental and evaluation income received 

Loans and advances to customers 

Interest paid

Loan repayments, interest received and

other credit related receipts

Cash receipts from automotive sales

Insurance commission received 

Payments for operating expenses

Proceeds from sale of property and equipment

Fixed deposit held with banks with maturities more than three months

Bank overdrafts

Net cash generated from operating activities

FINANCING ACTIVITIES

Net cash used in financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

Net cash used in investing activities

INVESTING ACTIVITIES

Bank term loans and other borrowings availed

Bank term loans and other borrowings paid

Dividends paid

Capital expenditure on property and equipment

Addition to investment properties 

The attached notes 1 to 34 form part of these consolidated financial statements.____________________________________________________________________________________
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Bahrain Commercial Facilities Company B.S.C.                                                    

At 31 December 2023

1 REPORTING ENTITY 

% holding by 

Group

2 BASIS OF PREPARATION

2.1 Statement of compliance

2.2 Basis of measurement

2.3 Functional and presentation currency

Tasheelat Car Leasing 

Company WLL

Bahrain 100% Car rentals, long and short term

leasing services

Bahrain 100% Distributor for GAC, Haval and

Great Wall vehicles in the

Kingdom of Bahrain

Name of subsidiary Country of incorporation

National Motor Company 

WLL 

Bahrain 100% Distributor for General Motors

(GMC, Chevrolet and Cadillac)

and Honda vehicles and

represents Mack Defence in the

Kingdom of Bahrain

Principal activities

Tasheelat Real Estate 

Company WLL

Bahrain 100% Real estate related services

Tasheelat Insurance 

Services Company WLL

Bahrain 100% Insurance brokerage services

Tasheelat for General 

Trading Company WLL

Kurdistan, Iraq 100% Established through NMC,

currently under liquidation 

The consolidated financial statements of the Group comprise the results of the Company and its

subsidiaries. Significant subsidiaries are set out below:

Tasheelat Automotive 

Company WLL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the purpose of these consolidated financial statements, the financial statements of subsidiaries has

been adjusted to align with the above framework.

The consolidated financial statements have been prepared on the historical cost basis except for

derivative financial instruments which are carried at fair value.

Bahrain Commercial Facilities Company BSC (“the Company”) is a public shareholding company

incorporated and registered in the Kingdom of Bahrain. It provides short-term, medium-term, long-term

loans and issues credit cards. Since 26th June 2005, the Company has been licensed and regulated by

the Central Bank of Bahrain (“the CBB”). The consolidated financial statements of the Group as at and

for the year ended 31 December 2023 comprise the Company, its subsidiaries and its branches

(together referred to as “the Group”).

The consolidated financial statements of the Group are prepared in accordance with the relevant

provisions of the Bahrain Commercial Companies Law, directives, regulations and associated

resolutions, rules and procedures of the Central Bank of Bahrain ("CBB"), which require the preparation

of financial statements under International Financial Reporting Standards (“IFRS”). The consolidated

financial statements of the Group for the years ending 31 December 2022 and 31 December 2023 were

prepared in accordance with International Financial Reporting Standards.

The consolidated financial statements are presented in Bahraini Dinars (“BD”), which is also the

Group’s functional currency. All financial information presented in BD has been rounded to the nearest

thousand, except when otherwise indicated.

____________________________________________________________________________________
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At 31 December 2023

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 BASIS OF PREPARATION (continued)

2.4 New standards, interpretations and amendments

2.4.1

2.4.2

2.4.3

●

●

2.4.4

2.5 New standards, interpretations and amendments issued but not yet effective

2.5.1 Amendments to IFRS 16: Lease Liability in a Sale and Leaseback 

In September 2022, the IASB issued amendments to IFRS 16 to specify the requirements that a seller-

lessee uses in measuring the lease liability arising in a sale and leaseback transaction, to ensure the

seller-lessee does not recognise any amount of the gain or loss that relates to the right of use it retains. 

Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

The amendments to IAS 1 and IFRS Practice Statement 2 Making Materiality Judgements provide

guidance and examples to help entities apply materiality judgements to accounting policy disclosures.

The amendments aim to help entities provide accounting policy disclosures that are more useful by

replacing the requirement for entities to disclose their ‘significant’ accounting policies with a requirement

to disclose their ‘material’ accounting policies and adding guidance on how entities apply the concept of

materiality in making decisions about accounting policy disclosures. 

International Tax Reform—Pillar Two Model Rules – Amendments to IAS 12

Standards, interpretations and amendments to existing standards issued but not yet effective up to the

date of issuance of the Group's consolidated financial statements are disclosed below. The Group

reasonably expects these issued standards, interpretations and amendments to existing standards to

be applicable at a future date. The Group intends to adopt these standards, interpretations and

amendments to existing standards, if applicable, when they become effective:

The amendments to IAS 12 have been introduced in response to the OECD’s BEPS Pillar Two rules

and include:

A mandatory temporary exception to the recognition and disclosure of deferred taxes arising

from the jurisdictional implementation of the Pillar Two model rules; and

Disclosure requirements for affected entities to help users of the financial statements better

understand an entity’s exposure to Pillar Two income taxes arising from that legislation,

particularly before its effective date.

The mandatory temporary exception – the use of which is required to be disclosed – applies

immediately. The remaining disclosure requirements apply for annual reporting periods beginning on or

after 1 January 2023, but not for any interim periods ending on or before 31 December 2023.

The amendments had no impact on the Group’s consolidated financial statements as the Group is not

in scope of the Pillar Two model rules as its revenue is less than EUR 750 million/year.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction –

Amendments to IAS 12

The amendments to IAS 12 Income Tax narrow the scope of the initial recognition exception, so that it

no longer applies to transactions that give rise to equal taxable and deductible temporary differences

such as leases and decommissioning liabilities.

The accounting policies used in the preparation of these consolidated financial statements are

consistent with those used in previous year, except for the adoption of the following new and amended

standards and interpretation applicable to the Group, which are effective for annual periods beginning

on or after 1 January 2023. The adoption of below new and amended standards and interpretations did

not have any significant impact on the Group's consolidated financial statements.

Definition of Accounting Estimates - Amendments to IAS 8

The amendments to IAS 8 clarify the distinction between changes in accounting estimates, changes in

accounting policies and the correction of errors. They also clarify how entities use measurement

techniques and inputs to develop accounting estimates. 

____________________________________________________________________________________
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At 31 December 2023

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 BASIS OF PREPARATION (continued)

2.5 New standards, interpretations and amendments issued but not yet effective (continued)

2.5.1

2.5.2

●

●

●

●

2.5.3

3 MATERIAL ACCOUNTING POLICIES

3.1 Basis of consolidation

3.1.1 Subsidiaries:

The amendments will be effective for annual reporting periods beginning on or after 1 January 2024,

and early adoption is permitted. 

The amendments are not expected to have a material impact on the Group’s consolidated financial

statements.

The amendments are effective for annual reporting periods beginning on or after 1 January 2024 and

must applied retrospectively to sale and leaseback transactions entered into after the date of initial

application of IFRS 16. Earlier application is permitted and that fact must be disclosed.

In January 2020 and October 2022, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to

specify the requirements for classifying liabilities as current or non-current. The amendments clarify: 

In addition, a requirement has been introduced to require disclosure when a liability arising from a loan

agreement is classified as non-current and the entity’s right to defer settlement is contingent on

compliance with future covenants within twelve months.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current 

That only if an embedded derivative in a convertible liability is itself an equity instrument would

the terms of a liability not impact its classification.

That classification is unaffected by the likelihood that an entity will exercise its deferral right; and

That a right to defer must exist at the end of the reporting period;

What is meant by a right to defer settlement;

The amendments are effective for annual reporting periods beginning on or after 1 January 2024 and

must be applied retrospectively. The Group is currently assessing the impact the amendments will have

on the consolidated financial statement.

The amendments are not expected to have a material impact on the Group’s financial statements. 

In May 2023, the IASB issued amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial

Instruments: Disclosures to clarify the characteristics of supplier finance arrangements and require

additional disclosure of such arrangements. The disclosure requirements in the amendments are

intended to assist users of financial statements in understanding the effects of supplier finance

arrangements on an entity’s liabilities, cash flows and exposure to liquidity risk.

Supplier Finance Arrangements - Amendments to IAS 7 and IFRS 7

Amendments to IFRS 16: Lease Liability in a Sale and Leaseback (continued)

'Subsidiaries' are investees controlled by the Group. The Group 'controls' an investee if it is exposed to,

or has rights to, variable returns from its involvement with the investee and has the ability to affect those

returns through its power over the investee. The financial statements of subsidiaries are included in the

consolidated financial statements from the date on which control commences until the date when

control ceases. 

The material accounting policies applied in the preparation of these consolidated financial statements

are set out below. These have been consistently applied by the Group to all periods presented in these

consolidated financial statements. 

____________________________________________________________________________________
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At 31 December 2023

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)

3.1 Basis of consolidation (continued)

3.1.2 Loss of control:

3.1.3 Transactions eliminated on consolidation:

3.2 Revenue recognition

3.2.1 Interest income and expense

●

●

Amortised cost and gross carrying amount 

3.2.2 Income from sale of goods and provision of services

The 'gross carrying amount of a financial asset' is the amortised cost of a financial asset before

adjusting for any expected credit loss allowance.

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the

subsidiary, and any related non-controlling interest and other components of equity. Any resulting gain

or loss is recognised in the statement of profit or loss. Any interest retained in the former subsidiary is

measured at fair value when control is lost. 

Intra-group balances and transactions, and any unrealised income and expenses (except for foreign

currency transaction gains or losses) arising from intra-group transactions, are eliminated in preparing

the consolidated financial statements. Unrealised losses are eliminated in the same way as unrealised

gains, but only to the extent that there is no evidence of impairment. 

Interest income and expense is recognised in the statement of profit or loss, using the effective interest

rate method. The effective interest rate is the rate that exactly discounts estimated future cash flows

through the expected life of the financial instrument to:

The gross carrying amount of the financial asset; or

The amortised cost of the financial liability. 

When calculating the effective interest rate for financial instruments other than purchased or originated

credit-impaired assets, the Group estimates future cash flows considering all contractual terms of the

financial instrument, but not Expected Credit loss ("ECL"). 

The calculation of the effective interest rate includes transaction costs and fees paid or received that

are an integral part of the effective interest rate. Transaction costs include incremental costs that are

directly attributable to the acquisition or issue of a financial asset or financial liability. The effective

interest rate of a financial asset or financial liability is calculated on initial recognition of a financial asset

or a financial liability. In calculating interest income and expense, the effective interest rate is applied to

the gross carrying amount of the asset (when the asset is not credit impaired) or to the amortised cost

of the liability. The effective interest rate is revised as a result of periodic re-estimation of cash flows of

floating rate instruments to reflect movements in market rates of interest.

The 'amortised cost' of a financial asset or financial liability is the amount at which the financial asset or

financial liability is measured on initial recognition minus the principal repayments, plus or minus the

cumulative amortisation using the effective interest rate method of any difference between that initial

amount and the maturity amount and, for financial assets, adjusted for any expected credit loss

allowance. 

Revenue from sale of goods (motor vehicles and spare parts) is recognised at a point in time when the

control of the goods is transferred to the customer, i.e. when the goods have been delivered to and

accepted by the customer. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)

3.2 Revenue recognition (continued)

3.2.2 Income from sale of goods and provision of services (continued)

a)  

b) 

c)    

d)    

e)     

f)     

3.2.3 Income from maintenance and repairs

3.2.4  Fee and commission

3.3  Foreign currency transactions

Rental income from car hire is recognised on a straight-line basis over the lease term.

Income from sale of land inventory is recognised when the customer becomes entitled to take

possession of the land which is normally when the title deed passes to him; and

Revenue from car maintenance and repair and warranty services is recognised over time as the

services are rendered, provided pervasive evidence of an arrangement exists, tariff / rates are fixed or

are determinable and collectability is reasonably certain. 

Fees and commission income and expense that are integral to the effective interest rate on a financial

asset or financial liability are included in the measurement of the effective interest rate.

Other fees and income is recognised when such services are performed. 

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are retranslated 

to the functional currency at the exchange rate at the date that the fair value was determined. Non-

monetary items that are measured based on historical cost in foreign currency are translated using the

exchange rate at the date of transaction.

Rental income from investment property is recognised as revenue on a straight-line basis over

the rental agreement term. 

Revenue is measured at the fair value of the consideration received or receivable. Revenue comprises

revenue from car maintenance and repair and warranty services. Revenue is recognised over time as

the services are rendered, provided pervasive evidence of an arrangement exists, tariff / rates are fixed

or are determinable and collectability is reasonably certain. 

Revenue from investment property and cars leased out under an operating lease are recognised over

the tenure of the lease / service agreement on a straight line basis over the term of the lease, except

where the rentals are structured to increase in line with expected general inflation, and except where

there is uncertainty of ultimate collection. 

Insurance commission income is recognised when the insurance cover is issued, and the customer

becomes entitled to the insurance policy.

Transactions in foreign currencies are translated to Bahraini Dinars at exchange rates at the dates of

the transactions. Monetary assets and liabilities denominated in foreign currencies at reporting date are

retranslated to Bahraini Dinars at the exchange rate at that date. The foreign currency gain or loss on

monetary items is the difference between amortised cost in the functional currency at the beginning of

the year adjusted for the effective interest and payments during the year and the amortised cost in

foreign currency translated at the exchange rate at the end of the year. 

Specific criteria for each of the Group’s activities are as follows: 

Income from sales of motor vehicles and spare parts is recognised when an invoice is raised,

and the customer becomes entitled to take possession of the goods. 

Revenue from warranty claims is recognised when these services have been rendered to the

customers under warranty obligations. 

Income from maintenance and repair services is recognised when the service is rendered. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)

3.3 Foreign currency transactions (continued)

3.4 Financial instruments

3.4.1 Recognition and initial measurement

3.4.2 Classification and subsequent measurement

Financial assets

▪ 

▪

Business model assessment

▪ 

▪ 

▪ 

▪

▪ 

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI – debt

security; FVOCI – equity security; or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not

designated as at FVTPL:

it is held within a business model whose objective is to hold assets to collect contractual cash

flows; and

Foreign currency differences arising on retranslation are recognised in the statement of profit or loss. 

how managers of the business are compensated – e.g. whether compensation is based on the

fair value of the assets managed or the contractual cash flows collected; and

the frequency, volume and timing of sales of financial assets in prior periods, the reasons for

such sales and expectations about future sales activity.

its contractual terms give rise on specified dates to cash flows that are solely payments of

principal and interest ("SPPI") on the principal amount outstanding.

The Group makes an assessment of the objective of the business model in which a financial asset is

held at a portfolio level because this best reflects the way the business is managed, and information is

provided to management. The information considered includes:

the stated policies and objectives for the portfolio and the operation of those policies in practice.

These include whether management’s strategy focuses on earning contractual interest income,

maintaining a particular interest rate profile, matching the duration of the financial assets to the

duration of any related liabilities or expected cash outflows or realising cash flows through the

sale of the assets;

how the performance of the portfolio is evaluated and reported to the Group’s management;

the risks that affect the performance of the business model (and the financial assets held within

that business model) and how those risks are managed;

Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its

business model for managing financial assets, in which case all affected financial assets are

reclassified on the first day of the first reporting period following the change in the business model.

The financial instruments of the Group consist primarily of cash and balances with banks, loans and

advances to customers, trade receivables, derivative financial instruments, trade and other payables,

and bank term loans and other borrowings. The Group initially recognises loans and advances and

trade receivables on the date on which they are originated. All other financial instruments are initially

recognised on the trade date, which is the date when the Group becomes a party to the contractual

provisions of the instrument.

A financial asset or financial liability is measured at fair value plus, for an item not at FVTPL, transaction

costs that are directly attributable to its acquisition or issue. A trade receivable without a significant

financing component is initially measured at the transaction price. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)

3.4 Financial instruments (continued)

3.4.2 Classification and subsequent measurement (continued)

Assessment whether contractual cash flows are solely payments of principal and interest

▪ 

▪  

▪

Modifications of financial assets

Financial assets at amortised cost

If the modification of a financial asset measured at amortised cost or FVOCI does not result in

derecognition of the financial asset, then the Group first recalculates the gross carrying amount of the

financial asset using the original effective interest rate of the asset and recognises the resulting

adjustment as a modification gain or loss in the statement of profit or loss. 

These assets are subsequently measured at amortised cost using the effective interest rate method.

The amortised cost is reduced by expected credit losses. Interest income, foreign exchange gains and

losses and impairment are recognised in the statement of profit or loss. Any gain or loss on de-

recognition is recognised in the statement of profit or loss.

terms that may adjust the contractual interest rate, including variable-rate features; prepayment

and extension features; and

terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse

features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if the

prepayment amount substantially represents unpaid amounts of principal and interest on the principal

amount outstanding, which may include reasonable additional compensation for early termination of the

contract. Additionally, for a financial asset acquired at a discount or premium to its contractual par

amount, a feature that permits or requires prepayment at an amount that substantially represents the

contractual par amount plus accrued (but unpaid) contractual interest (which may also include

reasonable additional compensation for early termination) is treated as consistent with this criterion if

the fair value of the prepayment feature is insignificant at initial recognition.

If the terms of a financial asset are modified, then the Group evaluates whether the cash flows of the

modified asset are substantially different.

If the cash flows are substantially different, then the contractual rights to cash flows from the original

financial asset are deemed to have expired. In this case, the original financial asset is derecognised

and a new financial asset is recognised at fair value plus any eligible transaction costs.

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on

initial recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk

associated with the principal amount outstanding during a particular period of time and for other basic

lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group

considers the contractual terms of the instrument. This includes assessing whether the financial asset

contains a contractual term that could change the timing or amount of contractual cash flows such that

it would not meet this condition. In making this assessment, the Group considers:

contingent events that would change the amount or timing of cash flows;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)
       

3.4 Financial instruments (continued)

3.4.3 De-recognition

Financial assets 

Financial liabilities

3.4.4 Offsetting

3.4.5 Impairment

▪ 

▪ 

Financial assets and liabilities are set off and the net amount presented in the statement of financial

position, when and only when, the Group currently has a legally enforceable right to set off the amounts

and intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

On de-recognition of a financial liability, the difference between the carrying amount extinguished and

the consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised

in the statement of profit or loss.

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset

expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a

transaction in which substantially all the risks and rewards of ownership of the financial asset are

transferred or in which the Group neither transfers nor retains substantially all of the risks and rewards

of ownership and it does not retain control of the financial asset.

The Group derecognises a financial liability when its contractual obligations are discharged or

cancelled, or expire. The Group also derecognises a financial liability when its terms are modified and

the cash flows of the modified liability are substantially different, in which case a new financial liability

based on the modified terms is recognised at fair value.

The Group considers a financial asset to be in default when:

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a

financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12

months after the reporting date (or a shorter period if the expected life of the instrument is less than 12

months).

The maximum period considered when estimating ECLs is the maximum contractual period over which

the Group is exposed to credit risk.

the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the

Group to actions such as realising security (if any is held); or

the financial asset is 90 days or more past due.

The Group recognises loss allowances for ECLs on financial assets measured at amortised cost. The

Group measures loss allowances at an amount equal to lifetime ECLs, unless there has been no SICR

since origination in which case the allowance is based on 12 months ECL. 

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial

recognition when estimating ECLs, the Group considers reasonable and supportable information that is

relevant and available without undue cost or effort. This includes both quantitative and qualitative

information and analysis, based on the Group’s historical experience and informed credit assessment

including forward-looking information.

Based on the CBB directives, the Group has assumed that the credit risk on a financial asset has

increased significantly if it is more than 30 days past due for the loan portfolio. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)
       

3.4 Financial instruments (continued)

3.4.5 Impairment (continued)

Measurement of ECLs- Loans and advances

▪  probability of default (PD); 

▪  loss given default (LGD); 

▪  exposure at default (EAD). 

Measurement of ECLs- Trade receivables (simplified approach)

The key inputs into the measurement of ECL are the term structure of the following variables: 

LGD is the magnitude of the likely loss if there is a default. The Group estimates LGD parameters

based on the history of recovery rates of claims against defaulted counterparties. The LGD models

consider the structure, collateral, seniority of the claim, counterparty industry and recovery costs of any

collateral that is integral to the financial asset. LGD estimates are recalibrated for different economic

scenarios and, for real estate lending, to reflect possible changes in property prices. They are

calculated on a discounted cash flow basis using the effective interest rate as the discounting factor. 

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present

value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance

with the contract and the cash flows that the Group expects to receive).

Loss rates are calculated using a ‘roll rate (Net-flow)’ method based on the probability of a receivable

progressing through successive stages of delinquency to the loss bucket. Recovery from the loss

bucket is also considered for computing the historical loss rates. Roll rates are calculated separately for

exposures based on the customer’s common credit risk characteristics.

Loss rates are based on actual credit loss experience over the past five years. These rates are adjusted

to reflect differences between economic conditions during the period over which the historical data has

been collected, current conditions and group view of economic conditions over the expected lives of the

receivables. The forward looking adjustment of the loss rates is based on a qualitative score card

which factors the management’s view on the future economic and business conditions.

These parameters are generally derived from internally developed statistical models and other historical

data. They are adjusted to reflect forward-looking information as described above. 

PD estimates are estimates at a certain date, which are calculated based on statistical rating models,

and assessed using rating tools tailored to the various categories of counterparties and exposures.

These statistical models are based on internally compiled data comprising both quantitative and

qualitative factors. If a counterparty or exposure migrates between rating classes, then this will lead to a

change in the estimate of the associated PD. PDs are estimated considering the contractual maturities

of exposures and estimated prepayment rates. 

ECLs are discounted at the effective interest rate of the financial asset.

EAD represents the expected exposure in the event of a default. The Group derives the EAD from the

current exposure to the counterparty and potential changes to the current amount allowed under the

contract including amortisation. The EAD of a financial asset is its gross carrying amount. For lending

commitments and financial guarantees, the EAD includes the amount drawn, as well as potential future

amounts that may be drawn under the contract, which are estimated based on historical observations

and forward-looking forecasts. For some financial assets, EAD is determined by modelling the range of

possible exposure outcomes at various points in time using scenario and statistical techniques. 

The Group uses an allowance matrix to measure the ECLs of trade receivables from individual

customers, which comprise a very large number of small balances. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 MATERIAL ACCOUNTING POLICIES (continued)
       

3.4 Financial instruments (continued)

3.4.5 Impairment (continued)

Credit-impaired financial assets

▪  

▪ 

▪ 

▪

▪  

▪ 

Stage 1, 2 and 3 - Collectively assessed loans 

▪ 

▪ 

▪ 

Stage 3 – Specifically assessed loans

▪ 

Presentation of allowance for ECL in the statement of financial position

Write-off

3.5 Trade and other receivables

a breach of contract such as a default or being more than 90 days past due;

the restructuring of a loan or advance by the Group on terms that the Group would not consider

otherwise;

it is probable that the borrower will enter bankruptcy or other financial reorganisation; or

the disappearance of an active market for a security because of financial difficulties; and

Liquidation of collaterals. 

At each reporting date, the Group assesses whether financial assets carried at amortised cost are

credit impaired. A financial asset is considered ‘credit-impaired’ when one or more events, that have a

detrimental impact on the estimated future cash flows of the financial asset have occurred. Evidence

that a financial asset is credit-impaired includes the following observable data:

significant financial difficulty of the borrower or issuer;

The Group considers evidence of impairment for all individually significant loans and advances

which are assessed for impairment on a specific basis.

The Group applies a three-stage approach to measure expected credit losses (ECL) on financial assets

carried at amortised cost. Financial assets migrate through the following three stages based on the

change in credit quality since initial recognition:

Stage 1: 12-month ECLs: these are ECLs that result from possible default events within the 12

months after the reporting date; 

Stage 2 lifetime ECLs - not credit impaired: these are ECLs that result from all possible default

events over the expected life of a financial instrument. Includes financial assets that have had a

significant increase in credit risk since initial recognition but that do not have objective evidence

of impairment; and 

Stage 3 lifetime ECLs - credit impaired: these are ECLs that result from all possible default

events over the expected life of a financial instrument. Includes financial instruments that have

objective evidence of impairment at the reporting date.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying

amount of the assets. 

The gross carrying amount of a financial asset is written off when the Group has no reasonable

expectations of recovering a financial asset in its entirety or a portion thereof. The Group expects no

significant recovery from the amount written off. However, financial assets that are written off could still

be subject to enforcement activities in order to comply with the Group’s procedures for recovery of

amounts due.

Trade and other receivables are recognised initially at fair value and subsequently measured at

amortised cost, less expected credit loss. 
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3 MATERIAL ACCOUNTING POLICIES (continued)

3.6 Inventories 

3.7 Property, equipment and right of use assets

Recognition:

Depreciation

Buildings 15 to 35 years    

Furniture, fixture and equipment 3 to 6 years

Owned Vehicles 4 to 6 years 

Leased Vehicles 4 to 6 years

Right of Use Over lease period

3.8 Investment properties

Depreciation

Buildings 15 to 35 years    

Furniture, fixture and equipment 3 to 6 years

3.9 Borrowing costs

Depreciation on investment property is charged to the statement of profit or loss on a straight-line basis

over the estimated useful life of property. The land component is not depreciated. The estimated useful

life of the investment is as follows: 

Borrowing cost directly attributable to the acquisition, construction or production of a qualifying asset is

capitalised. Other borrowing cost is recognised in the statement of profit or loss in the year in which it

arises.

Items of property and equipment are stated at cost less accumulated depreciation and impairment

losses, if any. The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at

each reporting date. An asset’s carrying amount is written down immediately to its residual amount if

the carrying amount of the asset is greater than its estimated recoverable amount.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The

right-of-use asset is initially measured at cost, and subsequently at cost less any accumulated

depreciation and impairment losses and adjusted for certain remeasurements of the lease liability. 

Depreciation is charged to the statement of profit or loss on a straight-line basis over the estimated

useful life of items of property and equipment. No depreciation is charged on freehold land. The

estimated useful life are as follows:

Investment property is property held either to earn rental income or for capital appreciation or for both,

but not for sale in the ordinary course of business, use in the production or supply of goods or services

or for administrative purposes. Investment property is measured at cost less accumulated depreciation

and impairment if any. 

Rental income from investment property is recognised on a straight-line basis over the term of the lease. 

Land and property inventory is stated at the lower of cost and net realisable value. A property is

subsequently reclassified from inventory to investment property if there is an actual change in use and

reclassified from inventory to property and equipment upon change in use or vice versa.

Vehicle inventories are stated at the lower of cost and net realisable value. Cost is determined on a

weighted average basis for spare parts and on a specific identification basis for motor vehicles. Cost

includes purchase price, freight, customs duty and other incidental expenditure incurred in acquiring the

inventories and bringing them to their existing location and condition. 
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3.10 Dividends 

3.11 Statutory reserve 

3.12 General reserve

3.13 Donations reserve

3.14 Share capital

Ordinary shares 

Treasury shares

3.15 Cash flow hedges

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold,

terminated, exercised, or the designation is revoked, then hedge accounting is discontinued

prospectively. 

Dividends and other proposed appropriations are recognised as a liability in the period in which they are

approved by the shareholders. 

In accordance with the Company’s Articles of Association and in compliance with the Commercial

Companies Law, a minimum of 10% of the net profit is appropriated to a statutory reserve, until it

reaches 50% of the paid-up share capital (excluding share premium). This reserve is not normally

distributable except in circumstances stipulated in the law.

In accordance with the Company’s Articles of Association and the recommendations of the Board of

Directors, specific amounts are transferred to the general reserve. The reserve carries no restriction on

its distribution. 

The appropriations are subject to the approval of the shareholders at the Annual General Meeting.

Based on the recommendations of the Board of Directors, an amount is transferred from the profit for

the year to this reserve. The reserve represents the uncommitted amount of the donations and charities

approved by the Shareholders.

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary

shares are recognised as a deduction from equity.

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

attributable transaction costs, are deducted from total equity and recorded as treasury shares until they

are cancelled. Where such shares are subsequently sold or reissued, any gain or loss is included in

equity.

The Group uses interest rate swaps and foreign exchange forward contracts to hedge its exposures to

the variability of future cash flows. Derivative financial instruments are contracts, the value of which, are

derived from one or more underlying financial instruments or indices, and include foreign exchange

contracts, forwards and swaps in the interest rate and foreign exchange markets. All derivative financial

instruments are initially recognised at cost, being the fair value at contract date, and are subsequently

re-measured at their fair values. Changes in the fair value of the derivative financial instruments that are

designated and qualify as cash flow hedges and that prove to be highly effective in relation to the

hedged risk are recognised in other comprehensive income and presented in a hedge reserve as a

separate component of equity. The corresponding effect of the unrealised gains or losses recognised in

other comprehensive income is recognised as other assets or other liabilities in the statement of

financial position. The effective portion of the gain or loss on derivative instruments recognised in other

comprehensive income is removed and included in statement of profit or loss in the same period as the

hedged cash flows affect profit or loss under the same line item in the statement of comprehensive

income as the hedged item. Any gains or losses arising from changes in fair value on derivative

instruments that do not qualify for hedge accounting or are determined to be ineffective are recognised

directly in the statement of profit or loss. Fair value gains and losses on trading derivatives are

recognised in the statement of profit or loss.
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3 MATERIAL ACCOUNTING POLICIES (continued)

3.15 Cash flow hedges (continued)

3.16 Impairment of non-financial assets

3.17  Retirement benefits cost

3.18 Trade and other payables 

3.19 Lease Liability 

3.20  Bank term loans and other borrowings

3.21 Cash and cash equivalent 

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at

the lease commencement date if the interest rate implicit in the lease is not readily determinable. After

the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest

and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is

remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed

lease payments or a change in the assessment to purchase the underlying asset.

The cumulative gain or loss previously recognised in other comprehensive income and presented in the

hedging reserve in equity remains there until the forecast transaction affects the statement of profit or

loss.

If the forecast transaction is no longer expected to occur, then the balance in other comprehensive

income is recognised immediately in the statement of profit or loss. In other cases, the amount

recognised in other comprehensive income is transferred to the statement of profit or loss in the same

period that the hedged item affects the profit or loss.

The carrying amounts of the Group’s assets other than financial assets are reviewed at each reporting

date to determine whether there is any indication of impairment. If any such indication exists, the asset’s 

recoverable amount is estimated, and an impairment loss is recognised whenever the carrying amount

exceeds the recoverable amount.  Impairment losses are recognised in the statement of profit or loss.

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

Organization scheme to which employees and the Group contribute monthly on a fixed-percentage-of

salaries basis. The Group’s contribution to this scheme, which represents a defined contribution

scheme under International Accounting Standard 19 – Employee Benefits, is expensed as incurred.

Expatriate employees on limited-term contracts are entitled to leaving indemnities payable under the

Bahrain Labour Law, based on length of service and final remuneration. Provision for this unfunded

commitment which represents a defined benefit plan under International Accounting Standard 19 –

Employee Benefits, has been made by calculating the notional liability had all such employees left at the

reporting date.

At the date of initial application, the Group recognises lease liabilities measured at the present value of

lease payments to be made over the lease term. The lease payments include fixed payments.

Trade and other payables are initially recognised at fair value and subsequently measured at amortised

cost.

Interest bearing bank term loans and other borrowings are initially measured at fair value plus any

transaction costs and subsequently measured at their amortised cost using the effective interest rate

method.

Cash and balances with banks comprise cash on hand, unrestricted balances and deposits with banks

with original maturities of three months or less from the acquisition date that are subject to an

insignificant risk of changes in their fair value. For the purpose of the consolidated statement of cash

flows, cash and cash equivalents are presented net of restricted cash and bank overdrafts.
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3 MATERIAL ACCOUNTING POLICIES (continued)

3.22 Earnings per share

3.23 Segment reporting

3.24 Provision

4  USE OF JUDGEMENTS AND ESTIMATES 

4.1 Judgements

4.1.1 Classification of financial assets

4.1.2 Classification of derivative financial instruments

Significant increase in credit risk (SICR) 

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is

calculated by dividing the profit or loss attributable to ordinary shareholders of the parent company by

the weighted average number of ordinary shares outstanding during the year. Diluted earnings per

share is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted

average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

An operating segment is a component of the Group that engages in business activities from which it

may earn revenue and incur expenses, including revenues and expenses that relate to transactions with

any of the other components of the Group. All operating results of the operating segments are regularly

reviewed by the executive management to make decisions about resource allocation and assess its

performance, and for which discrete financial information is available.

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive

obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be

required to settle such obligation.

In the process of applying the Group’s accounting policies, management decides on the transaction

date the purpose of the derivative financial instrument acquired and based on the management purpose

the accounting treatment is determined in accordance with the IFRS 9.

Establishing the criteria for determining whether credit risk on the financial asset has increased

significantly since initial recognition, determining methodology for incorporation, forward looking

information into measurement of ECL and selection and approval of models used to measure ECL.

Assessment of the business model within which the assets are held and assessment of whether

contracted terms of the financial asset are SPPI and the principal amount outstanding (Note 3.4.2).

In preparing these consolidated financial statements, management has made judgements, estimates

and assumptions that affect the application of the Group’s accounting policies and the reported

amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are

recognised prospectively.

Judgement is involved in setting the rules and trigger points to determine whether there has been a

SICR since initial recognition of a financing facility, which would result in the financial asset moving from

‘stage 1’ to ‘stage 2’. The Group continues to assess borrowers for other indicators of unlikeliness to

pay, taking into consideration the underlying cause of any financial difficulty and whether it is likely to be

temporary or longer term.

During the year 2022, and in accordance with the CBB relief measures, the Group has granted a total of

6 months loan deferral to its eligible customers, with fees and interest. The Group considers both

qualitative and quantitative information in the assessment of significant increase in credit risk. The

utilisation of a payment deferral program was considered for affected customer segments due to the

pandemic as a trigger for a significant increase in credit risk (“SICR”) or a staging migration for the

purposes of calculating ECL.
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4  USE OF JUDGEMENTS AND ESTIMATES  (continued)

4.1 Judgements (continued)

4.1.2 Classification of derivative financial instruments (continued)

Reasonableness of forward-looking information

Probability weights

4.2 Estimates

4.2.1 Impairment of financial instruments

-

-

4.2.2 Impairment on trade receivables 

4.2.3 Provision on inventory

5  FINANCIAL RISK MANAGEMENT

● credit risk;
● liquidity risk; and
● market risk

Risk management framework

This note presents information about the Group’s exposure to each of the above risks, the Group’s

objectives, policies and processes for measuring and managing risk.

The Group’s risk management policies are established to identify and analyse the risks faced by the

Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. 

The Group reviews the carrying amounts of the inventories at each reporting date to determine whether

the inventories have been impaired. The Group identifies the inventories, which have been impaired

based on the age of the inventory and their estimate of the future demand for the inventory. If any

impairment indication exists, the inventories recoverable amount is estimated based on past experience

relating to disposal of such inventory.

Management judgement is involved in determining the probability weighting of each scenario

considering the risks and uncertainties surrounding the base case scenario, to reflect the enhanced

economic environment, the Group has updated the scenario weighting to reflect the improved economic

environment in measuring the estimated credit losses for the year ended 31 December 2023. 

The Group measures expected credit loss for trade receivables using a ‘roll rate’ (net flow) method

based on the probability of a receivable progressing through successive stages of delinquency to the

loss bucket. The Group estimates the loss rates based on historical loss experience, which are adjusted

to reflect future economic and business conditions.

Determining inputs into the ECL measurement models, including incorporation of forward

looking information.

Key assumptions used in estimating recoverable cash flows.

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

Due to macro economic variables being not statistically acceptable, the Group has used Vasicek-

Merton single factor model for conversion of TTC PD to PIT PD instead of the regression methodology

as per the Group’s approved policy. Vasicek Based Analysis method has been used to forecast the

forward-looking PIT PDs by developing composite index oil price as macro-economic variables. The Oil

price for base scenario has been considered.

Judgement is involved in determining which forward looking information variables are relevant for

particular financing portfolios and for determining the sensitivity of the parameters to movements in

these forward-looking variables. 
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5  FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk

On going economic environment impact

The Group has updated its inputs and assumptions for computation of ECL.

Management of credit risk

•      

•      

•     

•      

 

5.1.1 Loans and advances to customers

Exposure to credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument

fails to meet its contractual obligation. The Group is principally exposed to credit risk on balances with

banks, loans and advances to customers, trade receivables, and other assets. The maximum credit risk

is the carrying value of the assets.

The Group is not exposed to any significant concentration of credit risk arising from exposures to a

single debtor or debtors having similar characteristics such that their ability to meet their obligations is

expected to be affected similarly by changes in economic or other conditions. Regular audits of

business units and the Group credit processes are undertaken by the Internal Audit department.

The Group has performed an assessment of the relevant available macro-economic information. This

assessment resulted in certain changes to the expected credit loss methodology and judgements as at

and for the year ended 31 December 2023.

Post the end of CBB deferment program measures, rising interest rates and inflationary pressures in

many countries across the globe and ongoing geopolitical tensions. The Group has also considered the

impact of the challenging economic environment caused by COVID-19, and accordingly, has updated

inputs and assumptions used for the determination of ECL including additional management overlays.

The risk management department has also enhanced its monitoring of financing portfolio by reviewing

the performance of exposures to sectors expected to be directly or indirectly impacted by COVID-19 to

identify potential SICR on a qualitative basis. 

The Group’s credit risk management framework includes:

All loans and advances are with local individuals and locally incorporated entities. The credit risk on

these loans and advances is actively managed and rigorously monitored in accordance with well-

defined credit policies and procedures. The creditworthiness of each borrower is evaluated prior to

lending and with a comprehensive review of information which includes the Credit Bureau report,

financial position of the customer, market position, tangible security where applicable. The Group is also

subject to single obligor limits as specified by the CBB. 

Credit risk policies and strategy: Defining the Group's credit risk appetite and strategies

employed, and outlining the principals and standards governing the credit risk related activities

within the Group;

Define the methodologies used for assessing the credit exposures, and outlines the procedures

of reviewing the credit facilities in accordance with the a defined authorization structure;

Diversification of lending activities; and

Conducting regular independent reviews of the credit risk process, exposures and limits,

ensuring effectiveness and compliance, while incorporating stress testing scenarios for

preparedness against adverse market conditions.

Regular Credit review procedures are in place to identify at early stage exposures which require more

detailed monitoring and review. Appropriate remedial procedures for follow-up and recovery (including

recourse to legal action) are in place to monitor the credit risk on loans and advances. 
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5  FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.1 Loans and advances to customers (continued)

Exposure to credit risk (continued)

31 December 31 December

2023 2022

BD'000 BD'000

       107,836          127,523 

         18,411            50,082 

         66,539            55,430 

        (48,742)           (35,430)

       144,044          197,605 

•       

•      

Monitoring of credit risk

Generating the term structure of PD 

The Group measures its exposure to credit risk by reference to the gross carrying amount of financial

assets less interest suspended and impairment losses, if any. The maximum credit risk exposure of the

loans and advances is the carrying value amount net of the deferred income and net of impairment

allowance reported at year end.

The following table sets out information about the credit quality of financial assets measured at

amortised cost. Unless specifically indicated, for financial assets, the amounts in the table represent

gross carrying amounts:

Ageing buckets based on days past due (“Ageing buckets”) are a primary input into the determination of

the term structure of PD for exposures. The Group collects performance and default information about

its credit risk exposures analysed by type of product and borrower as well as by ageing buckets.

The remaining lifetime PD for this point in time that was estimated at the time of initial

recognition of the exposure (adjusted where relevant for changes in prepayment expectations).

The Group employs statistical models to analyze the data collected and generate estimates of the

remaining lifetime PD of exposures and how these are expected to change as a result of the passage of

time. 

The remaining lifetime probability of default (PD) as at the reporting date; with

Stage 1 - 12 month

Stage 3 - lifetime  - credit impaired

Expected credit loss 

Stage 2 - lifetime  - not credit impaired

Net loans and advances to customers

The objective of the assessment is to identify whether a significant increase in credit risk has occurred

for an exposure by comparing:

Stage 1, 2 and 3

When determining whether the risk of default on a financial instrument has increased significantly since

initial recognition, the Group considers reasonable and supportable information that is relevant and

available without undue cost or effort. This includes both quantitative and qualitative information and

analysis, based on the Group's historical experience and expert credit assessment including forward-

looking information.
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5  FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.1 Loans and advances to customers (continued)

Monitoring of credit risk (continued)

Generating the term structure of PD (continued)

▪ 

▪ 

▪ 

This analysis includes the identification and calibration of relationships between changes in default rates

and changes in key macro-economic factors as well as in-depth analysis of the impact of certain other

factors (e.g. forbearance experience) on the risk of default. For most exposures, key macro-economic

indicators include: GDP growth, benchmark interest rates, unemployment and oil prices. Considering

the extra ordinary circumstances and the variations in the forward looking data for this variables, the

Group has used Vasicek- Merton methodology using oil prices as a factor to determine the PDs.  

Based on consideration of a variety of external actual and forecast information, the Group formulates a

'base case' view of the future direction of relevant economic variables as well as a representative range

of other possible forecast scenarios. The Group then uses these forecasts to adjust its estimates of

PDs. 

The criteria for determining whether credit risk has increased significantly vary by portfolio and include

quantitative changes in PDs and qualitative factors, including a backstop based on delinquency. 

the criteria are capable of identifying significant increases in credit risk before an exposure is in

default; 

the criteria do not align with the point in time when an asset becomes 30 days past due; and 

there is no unwarranted volatility in loss allowance from transfers between 12-month PD (stage

1) and lifetime PD (stage 2). 

The contractual terms of a loan may be modified for a number of reasons, including changing market

conditions, customer retention and other factors not related to a current or potential credit deterioration

of the customer. An existing loan whose terms have been modified may be derecognised and the

renegotiated loan recognised as a new loan at fair value in accordance with the accounting policy.

The Group renegotiates loans to customers in financial difficulties (referred to as 'forbearance

activities'") to maximise collection opportunities and minimise the risk of default. Under the Group's

forbearance policy, loan forbearance is granted on a selective basis if the debtor is currently in default

on its debt or if there is a high risk of default, there is evidence that the debtor made all reasonable

efforts to pay under the original contractual terms and the debtor is expected to be able to meet the

revised terms. 

Using its expert credit judgement and, where possible, relevant historical experience, the Group may

determine that an exposure has undergone a significant increase in credit risk based on particular

qualitative indicators that it considers are indicative of such and whose effect may not otherwise be fully

reflected in its quantitative analysis on a timely basis. 

For financial assets modified as part of the Group's forbearance policy, the estimate of PD reflects

whether the modification has improved or restored the Group's ability to collect interest and principal

and the Group's previous experience of similar forbearance action. As part of this process, the Group

evaluates the borrower's payment performance against the modified contractual terms and considers

various behavioral indicators.

As a backstop, the Group considers that a significant increase in credit risk occurs no later than when

an asset is more than 30 days past due. Days past due are determined by counting the number of days

since the earliest elapsed due date in respect of which full payment has not been received.

The Group monitors the effectiveness of the criteria used to identify significant increases in credit risk

by regular reviews to confirm that: 
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5  FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.1 Loans and advances to customers (continued)

Monitoring of credit risk (continued)

Generating the term structure of PD (continued)

2023 Stage 1 Stage 2 Stage 3 Total 

BD'000 BD'000 BD'000 BD'000

Current 95,552         4,603           3,683                    103,838 

Past due:

1-30 days 12,284         1,615           1,659                      15,558 

31-60 days -               7,740           1,744                        9,484 

61-89 days -               4,453           4,157                        8,610 

90 days – 1 year -               -               29,868                    29,868 

1 year – 3 years -               -               18,758                    18,758 

More than 3 years -               -               6,670                        6,670 

Expected credit loss (1,088)          (2,413)          (45,241)                  (48,742)

Carrying value  106,748       15,998         21,298         144,044         

The base case represents a most-likely outcome and is aligned with information used by the Group for

other purposes such as strategic planning and budgeting. The other scenarios represent more

optimistic and more pessimistic outcomes.

Past due but not impaired loans and advances include those for which contractual interest and principal

payments are past due, but the Group believes that impairment is not appropriate on the basis of level

of security and collateral available and/ or in the process of collecting the amounts owed to the Group. 

Aging analysis of loans and advances to customers as follows:

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation

of forbearance may constitute evidence that an exposure is credit impaired. A customer needs to

demonstrate consistently good payment behaviour over a period of 3 months for retail and 6 months for

corporate before the exposure is no longer considered to be credit-impaired or the PD is considered to

have decreased such that the loss allowance reverts to being measured at an amount equal to 12-

month ECL based on regulatory guidance. 

The Group incorporates forward-looking information into both its assessment of whether the credit risk

of an instrument has increased significantly since its initial recognition and its measurement of ECL.

Based on economic experts and consideration of a variety of external actual and forecast information,

the Group formulates a 'base case' view of the future direction of relevant economic variables as well as

a representative range of other possible forecast scenarios. This process involves developing two or

more additional economic scenarios and considering the relative probabilities of each outcome. 
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5 FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.1 Loans and advances to customers (continued)

Monitoring of credit risk (continued)

2022 Stage 1 Stage 2 Stage 3 Total 

BD'000 BD'000 BD'000 BD'000

Current 111,977       17,788         4,811                    134,576 

Past due:

1-30 days 15,546         6,654           3,256                      25,456 

31-60 days -               16,935         3,862                      20,797 

61-89 days -               8,705           3,939                      12,644 

90 days – 1 year -               -               23,196                    23,196 

1 year – 3 years -               -               13,572                    13,572 

More than 3 years -               -               2,794                        2,794 

Expected credit loss (1,313)          (7,105)          (27,012)                  (35,430)

Carrying value  126,210       42,977         28,418         197,605         

2023 Retail CSME* Total

BD'000 BD'000 BD'000

Current 93,451         10,387         103,838         

Past due:

1-30 days 13,820         1,738           15,558           

31-60 days 8,545           939              9,484             

61-89 days 8,047           563              8,610             

90 days – 1 year 29,258         610              29,868           

1 year – 3 years 16,139         2,619           18,758           

More than 3 years 5,097           1,573           6,670             

Gross loans and advance 174,357       18,429         192,786         

Expected credit loss (44,926)        (3,816)          (48,742)          

Net loans and advances 129,431       14,613         144,044         

* Corporate and small to medium enterprises (CSME)
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5 FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.1 Loans and advances to customers (continued)

Monitoring of credit risk (continued)

2022 Retail CSME* Total

BD'000 BD'000 BD'000

Current 124,770       9,806           134,576         

Past due:

1-30 days 23,478         1,978           25,456           

31-60 days 19,407         1,390           20,797           

61-89 days 12,125         519              12,644           

90 days – 1 year 20,591         2,605           23,196           

1 year – 3 years 12,063         1,509           13,572           

More than 3 years 2,042           752              2,794             

Gross loans and advance 214,476       18,559         233,035         

Expected credit loss (32,739)        (2,691)          (35,430)          

Net loans and advances 181,737       15,868         197,605         

Credit risk concentration

By geographical region

The unutilised credit limit for credit cards at 31 December 2023 amounted to BD 19,109 thousand

(2022: BD 19,668 thousand). Off balance sheet exposures are converted into on balance sheet

equivalents by applying a credit conversion factor (CCF). During the year ended 31 December 2023, the

average gross credit exposure for loans and advances to customers is BD 170,339 thousand (2022: BD

210,679 thousand) and average unutilised credit limit is BD 19,218 thousand (2022: BD 21,337

thousand). Such amounts are calculated based on the average of last four quarterly results.

All loans and advances are geographically located in Bahrain. 

The Group's exposure to customers who are less than 90 days at the reporting date are related to

customer accounts which are either serving their cooling off period, the customers where collateral

offered at the time of original underwriting has been liquidated or customers which are having financial

difficulties which may lead them to default. The Group has classified them in Stage 3.

Management estimates the fair value of collaterals and other security enhancements held against

individually impaired customers loans are reasonably sufficient to cover the value of such loans at the

reporting date. The Group monitors concentrations of credit risk by product. 

* Corporate and small to medium enterprises (CSME)

All loans are made to borrowers that are residents in Bahrain. Credit risk concentration of loans at the

reporting date represents 90% (2022: 92%) retail loans and 10% (2022: 8%) to CSME customers.

At the reporting date, the loans and advances to customers represent 28% vehicle loans (2022: 33%),

21% mortgage collateral backed loans (2022: 20%), 40% personal loans and other (2022: 37%), and

11% credit card lending (2022: 10%).
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5  FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.1 Loans and advances to customers (continued)

Monitoring of credit risk (continued)

Impaired loans and advances  

Loans with renegotiated terms and the Group’s forbearance policy

Collateral

Loans with renegotiated terms are loans that have been restructured due to deterioration in the

borrower’s financial position, where the Group has made concessions by agreeing to terms and

conditions that are more favourable for the borrower than the Group has provided initially. The Group

implements forbearance policy in order to maximise collection opportunities and minimise the risk of

default. Under the Group’s forbearance policy, loan forbearance is granted on a selective basis in

situation where the debtor is currently in default on its debt, or where there is a high risk of default, there

is evidence that the debtor made all the reasonable effort to pay under the original contractual terms

and it is expected to be able to meet the revised terms.

The revised terms usually include extending maturity, changing timing of interest payments and

amendments to the terms of loan covenants. Both retail and corporate loans are subject to the

forbearance policy. During the year ended 31 December 2023, loans and advances amounting to BD

7,572  thousand (2022: BD 3,241 thousand) were restructured.

The Group generally holds collateral against loans which may be in the form of mortgage interests over

property with custody of title deeds, joint registration of vehicles and personal guarantees.   

As at 31 December 2023, loans amounting to BD 74,068 thousand (2022: BD 81,984 thousand) were

fully collateralised and loans amounting to BD 30,445 thousand (2022: BD 44,765 thousand) were partly

collateralised with a collateral value of BD 17,789 thousand (2022: BD 28,632 thousand).

For financial assets modified as part of the Group's forbearance policy, the estimate of PD reflects

whether the modification has improved or restored the Group's ability to collect interest and principal

and the Group's previous experience of similar forbearance action. As part of this process, the Group

evaluates the borrower's payment performance against the modified contractual terms and considers

various behavioural indicators.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation

of forbearance may constitute evidence that an exposure is credit impaired. A retail customer needs to

demonstrate consistently good payment behaviour over a period of 3 months (6 months for corporate)

before the exposure is no longer considered to be credit-impaired/ in default or the PD is considered to

have decreased such that the loss allowance reverts to being measured at an amount equal to 12-

month ECL based on regulatory guidance.

In case of vehicle lending, estimates of fair value for collaterals are based on the value of the collateral

assessed at the time of borrowing, and generally are not revalued except when a loan is individually

assessed as impaired.

At 31 December 2023, the total gross amount of accounts with days past due 90 days or more, was BD

55,296 thousand (2022: BD 39,562 thousand). The total stage 3 accounts were BD 66,539 thousand

(2022: BD 55,430 thousand). In compliance with the CBB requirements, interest on stage 3 is

suspended and is accounted for on a cash basis. 

Impaired loans and advances are financial assets for which the Group determines that it is probable

that it will be unable to collect all principal and interest due according to the contractual terms of the

agreements. The Group’s exposure to credit risk from loans and trade receivables is influenced mainly

by the individual characteristics of each customer. Loans which are past due 90 days are considered as

non-performing. 
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5  FINANCIAL RISK MANAGEMENT (continued)

5.1 Credit risk (continued)

5.1.2 Credit risk related to trade receivables

5.1.3 Credit risk related to balances with banks

5.1.4 Settlement risk

5.1.5 Derivative related credit risk

5.2 Liquidity risk

Management of liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with its

financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk

management ensures that funds are available at all times to meet the funding requirements of the

Group.

The Group’s approach to managing liquidity risk is to ensure that the Group secures funding

significantly larger than present and future requirements. The Group continuously monitors the extent to

which contractual receipts exceed contractual payments and the levels of new advances are correlated

to the levels of liquidity. Liquidity risks are closely monitored by the risk management and finance

departments and reported to the Assets and Liabilities Committee (ALCO) and the Board.

The Group’s activities may give rise to risk at the time of settlement of transactions and trades.

Settlement risk is the risk of loss due to the failure of a counter party to honour its obligations to deliver

cash, securities or other assets as contractually agreed.

Credit risk in respect of derivative financial instruments arises from the potential for a counterparty to

default on its contractual obligations and is limited to the positive market value of instruments that are

favourable to the Group which are included in other assets. The positive market value is also referred to

as the "replacement cost" since it is an estimate of what it would cost to replace transactions at

prevailing market rates if a counterparty defaults. The Group's derivative contracts are entered into with

other financial institutions.

During the year ended 31 December 2023, the average gross credit exposure for balances with banks

is BD 18,655 thousand (2022: BD 34,185 thousand). Such amounts are calculated based on the

average of last four quarterly results.

During the year ended 31 December 2023, the average gross exposure for trade and other receivables

is BD 2,769 thousand (2022: BD 3,021 thousand). Such amounts are calculated based on the average

of last four quarterly results.

Credit risk related to trade receivables arises from the potential for a counterparty to default from

repayment of their dues. The Group has established an appropriate authorisation structure with limits

for the approval and renewal of credits.

Credit risk from balances with banks is managed by the Group’s finance department in accordance with

the Group’s policy. Placement of surplus funds are made only with approved banks and within credit

limits assigned to each bank. The Group's balances with banks are placed with banks of good credit

ratings, therefore, are considered to be low credit risk placements.

An impairment analysis is performed at each reporting date using a provision matrix to measure

expected credit losses. The provision rates are based on days past due for groupings of various

customer segments with similar loss patterns (i.e., by geographical region, product type, customer type

and rating, and coverage by letters of credit or other forms of credit insurance). The calculation reflects

the probability-weighted outcome, the time value of money and reasonable and supportable information

that is available at the reporting date about past events, current conditions and forecasts of future

economic conditions. Geographically the concentration of credit risk is in the Kingdom of Bahrain as

majority of the Group's customers are based in Bahrain.
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5  FINANCIAL RISK MANAGEMENT (continued)

5.2 Liquidity risk (continued)

Management of liquidity risk (continued)

2023 Carrying 

amount

Gross 

contractual 

cash flows Within 1 Year

1 year to 5 

years Over 5 years

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

Cash and balances 

with banks            13,244               13,398               13,398                       -                           -   

Loans and advances

 to customers          144,044             295,569               79,481             138,685                  77,403 

Trade receivables              2,509                 2,509                 2,509                       -                           -   

Other assets              2,950                 2,950                 1,705                 1,245                         -   

         162,747             314,426               97,093             139,930                  77,403 

Trade and other payables            14,327               14,327               14,327                       -                           -   

Derivative financial instruments                   33                      33                      33                       -                           -   

Lease liabilities              1,118                 1,245                    516                    648                         81 

Bank term loans and other 

borrowings          100,355             115,748               49,089               66,659                         -   

         115,833             131,353               63,965               67,307                         81 

Unutilised credit limits 19,109               19,109 19,109                       -                           -   

2022 Carrying 

amount

Gross 

contractual 

cash flows Within 1 Year

1 year to 5 

years Over 5 years

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

Cash and balances 

with banks            40,702               40,958               40,958                       -                           -   

Loans and advances

 to customers          197,605             341,407               88,678             161,010                  91,719 

Trade receivables              3,026                 3,026                 3,026                       -                           -   

Other assets              2,981                 2,981                 1,106                 1,875                         -   

         244,314             388,372             133,768             162,885                  91,719 

Trade and other payables            13,269               13,269               13,269                       -                           -   

Derivative financial instruments                   48                      48                      48                       -                           -   

Lease liabilities              1,043                 1,188                    417                    663                       108 

Bank term loans and other 

borrowings          143,915             158,454               73,310               85,144                         -   

         158,275             172,959               87,044               85,807                       108 

Unutilised credit limits 19,668 19,668 19,668                       -                           -   

Liabilities

Liabilities

Assets

The residual future contractual maturity of financial assets and liabilities are summarised in the table

below. The future contractual undiscounted cash flows of financial assets and financial liabilities have

been disclosed at the carrying value and prevailing interest rates at the reporting date until their final

maturities.

Assets

The Group monitors CBB requirements for liquidity ratios and ensures that those ratios remain within

the CBB limits.
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5 FINANCIAL RISK MANAGEMENT (continued)

5.3 Market risk

Management of market risks 

Interest rate risk

2023 2022 2023 2022 2023 2022 2023 2022

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

       8,114      36,266              -               -           5,130        4,436         13,244        40,702 

   143,544    197,137              -               -              500           468       144,044      197,605 

             -                -                -               -           2,509        3,026           2,509          3,026 

             -                -           1,277       2,230         1,673           751           2,950          2,981 

   151,658    233,403         1,277       2,230         9,812        8,681       162,747      244,314 

Trade and 

other payables              -                -                -               -         14,327      13,269         14,327        13,269 

Derivative financial

instruments              -                -                -               -               33             48                33               48 

Lease liabilities        1,118        1,043              -               -                -                -             1,118          1,043 

             -                -       100,355    143,915              -                -         100,355      143,915 

       1,118        1,043     100,355    143,915       14,360      13,317       115,833      158,275 

The unhedged portion of the floating rate borrowing is sensitive to changes in the interest rates. As at

31 December 2023 a change in variable rate financial instruments by 100 basis points will increase/

(decrease) net profits by BD 598 thousand (2022: BD 779 thousand). 

other borrowings

Bank term loans extended have floating interest rates, which are subject to re-pricing on a quarterly or

half-yearly basis. The effective interest rate on term loans inclusive of the effect of the interest rate

swaps and FX hedge contracts was 7.50% p.a. (2022: 5.29% p.a.). 

Bank term loans and 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Market risk is the risk that the Group’s income and / or value of a financial instrument will fluctuate

because of changes in market prices such as interest rates. 

Market risks are closely monitored by the risk management and finance department and reported to the

Assets and Liabilities Committee (ALCO) and the Board.

Interest rate risk is the risk that the Group's earnings will be affected as a result of movements in

interest rates. The Group's interest rate exposures arise from its interest earning assets and interest-

bearing liabilities i.e. balance with banks, loans and term loans. The distribution of financial instruments

between interest rate categories is summarised below: 

Fixed Floating Non-interestAt 31 December 

Totalrate rate earning

to customers

LIABILITIES

ASSETS

Cash and balances

with banks

Loans and advances 

Trade receivables

Other assets
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5  FINANCIAL RISK MANAGEMENT (continued)

5.4 Currency risk

2023 2022

BD ’000 BD ’000

      98,576    124,370 

        1,180             10 

      99,756    124,380 

5.5 Capital management

6 DERIVATIVES AND HEDGING

The notional amount is that of a derivative’s underlying asset, reference rate or index and is the basis

upon which changes in the value of derivatives are measured. The notional amounts indicate the

volume of transactions outstanding at year end and are not indicative of either market or credit risk.

In the ordinary course of business the Group enters into various types of transactions that involve

derivative financial instruments.  

The Group’s policy is to maintain a strong capital base. The Central Bank of Bahrain sets and monitors

capital requirements for the Group. The conventional financing company license granted by the Central

Bank of Bahrain limits borrowings to five times the capital and reserves (shareholders’ equity) of the

Company. Such rate for the Group was 1.2 as at 31 December 2023 (2022: 1.2).

The Group has entered into BD 25.2 million forward rate contracts (2022: BD 31.2 million) to hedge

against any future changes in the peg rate.

The Bahraini Dinar is effectively pegged to the US Dollar.

Derivatives are carried at fair value using valuation techniques based on observable market inputs.

Derivative product types

Foreign exchange forwards are contractual agreements to either buy or sell a specified currency at a

specific price and date in the future. Forwards are customised contracts transacted in the over-the-

counter market.

Interest rate swaps are contractual agreements between two parties to exchange interest based on a

specific notional amount. Counterparties generally exchange fixed and floating rate interest payments

based on a notional value in a single currency.

Japanese Yen

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign

exchange rates and arises from financial instruments denominated in a foreign currency. The Group

had the following significant net exposures denominated in foreign currency as of 31 December.

US Dollars

At 31 December 2023 interest rate risk attributable to the term loans of BD 39.6 million (USD 105

million) (2022: BD 66.0 million, USD 175 million) has been hedged. The fair value of this hedge

instruments is BD 1,277 thousand asset (2022: BD 2,230 thousand, asset).

At 31 December 2023 foreign exchange forwards attributable to the term loans of BD 25.2 million

(2022: BD 31.2 million) has been hedged. The negative fair value of this hedge instruments are BD 33

thousand liability (2022: BD 48 thousand, liability).
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6 DERIVATIVES AND HEDGING (continued)

-

-

-

Different interest rate curve applied to discount the hedged item and hedging instrument;

Differences in timing of cash flows of the hedged item and hedging instrument; and

The counterparties’ credit risk differently impacting the fair value movements of the hedging

instrument and hedged item.

Derivative related credit risk

Credit risk in respect of derivative financial instruments arises from the potential for a counterparty to

default on its contractual obligations and is limited to the positive fair value of instruments that are

favourable to the Group. The majority of the Group’s derivative contracts are entered into with other

financial institutions and there is no significant concentration of credit risk in respect of contracts with

positive fair value with any individual counterparty at the date of the consolidated statement of financial

position.

Derivatives held or issued for hedging purposes

The Group has adopted a comprehensive system for the measurement and management of risk. Part

of the risk management process involves managing the Group’s exposure to fluctuations in foreign

exchange rates (currency risk) and interest rates through asset and liability management. It is the

Group’s policy to reduce its exposure to currency and interest rate risks to acceptable levels as

determined by the Board of Directors. The Board has established levels of currency risk by setting

limits on currency position exposures. Positions are monitored on an ongoing basis and hedging

strategies used to ensure positions are maintained within established limits. The Board has established

levels of interest rate risk by setting limits on the interest rate gaps for stipulated periods. Interest rate

gaps are reviewed on an ongoing basis and hedging strategies are used to reduce the interest rate

gaps within the limits established by the Board of Directors.

The Group's instalment loans receivables are predominantly of a fixed rate nature (the Group has,

however, reserved the right under the terms of the agreement with customers to vary the rate at its

discretion after giving a customer one month notice) while its bank borrowings are of a floating rate

nature. To hedge this risk, the Group uses interest rate swap contracts to convert floating rate of

interest on bank term loans and other borrowings to fixed rate of interest. 

Only the interest rate risk element is hedged and therefore other risks, such as credit risk, are managed

but not hedged by the Group. The interest rate risk component is determined as the change in fair value

of the fixed rate loans and advances arising solely from changes in floating rate benchmark. Such

changes are usually the largest component of the overall change in fair value. This strategy is

designated as a cash flow hedge and its effectiveness is assessed by hypothetical derivative method

and comparing the changes in the fair value of the hedging instrument against the changes in fair value

of the hedged item attributable to the hedged risk.

There is an economic relationship between the hedged item and the hedging instrument as the terms of

the interest rate swap match the terms of the bank term loans and other borrowings (i.e., notional

amount, maturity, payment and reset dates). The Group has established a portfolio hedge for the

hedging relationships as the underlying risk of the interest rate swap is identical to the hedged risk

component. Possible sources of ineffectiveness are as follows:

The hedge relationships have been assessed to be fully effective, accordingly, fair value changes of the

interest rate swaps and forward contracts are recognised in equity. 

The Group uses forward foreign exchange contracts to hedge against specifically identified currency

risks. In addition, the Group uses interest rate swaps to hedge against the interest rate risk arising from

specifically identified borrowings bearing floating interest rates. In all such cases the hedging

relationship and objective, including details of the hedged item and hedging instrument, are formally

documented and the transactions are accounted for as hedges.
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6 DERIVATIVES AND HEDGING (continued)

Within 1

month

1 - 3

months

3 - 6

months

6 - 12 

months

 1 - 5 

years Total

BD'000 BD'000 BD'000 BD'000 BD'000 BD'000

Notional

2023              -         3,770       12,200      13,000         35,815        64,785 

2022              -         7,000       25,080      25,510         39,585        97,175 

7 OPERATIONAL RISKS

The Group’s objective is to manage operational risk so as to balance the avoidance of financial losses

and damage, to the Group’s reputation with overall cost effectiveness and to avoid control procedures

that restrict initiative and creativity.

The following table sets out the maturity profile of the hedging instruments used in the Group’s hedging

strategies:

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with

the Group’s processes, personnel, technology and infrastructure, fraud and from external factors other

than credit, market and liquidity risks such as those arising from legal and regulatory requirements and

generally accepted standards of corporate behaviour. Operational risks arise from all of the Group’s

operations and are faced by all business entities.

The Group manages the operational risk by policies and procedures to identify, assess, control,

manage and report risks. Additionally, prior to the implementation of new products and services, it's

reviewed and assessed for operational risks. The Group’s risk management division employs clear

internal policies and procedures and the Risk Control Self-Assessment (RCSA) methodology to reduce

the likelihood of any operational losses. Where appropriate, risk is mitigated by way of insurance.

Derivatives held or issued for hedging purposes (continued)
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8 MATURITY PROFILE

2023 2022 2023 2022 2023 2022 2023 2022 2023 2022

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

              

       13,244      40,702                -                -                -                  -                -                    -            13,244      40,702 

       39,826      63,511         71,394      89,061      25,843        35,939        6,981            9,094        144,044    197,605 

         2,509        3,026                -                -                -                  -                -                    -              2,509        3,026 

         1,705        1,106           1,245        1,875              -                  -                -                    -              2,950        2,981 

       57,284    108,345         72,639      90,936      25,843        35,939        6,981            9,094        162,747    244,314 

       14,327      13,269                -                -                -                  -                -                    -            14,327      13,269 

Derivative financial instruments               33             48                -                -                -                  -                -                    -                   33             48 

Lease liabilities             472           374              604           603               4               27             38                 39            1,118        1,043 

Bank term loans and other 

       41,936      64,597         58,419      79,318              -                  -                -                    -          100,355    143,915 

       56,768      78,288         59,023      79,921               4               27             38                 39        115,833    158,275 

The maturity profile is monitored by the management to ensure adequate liquidity is maintained.

Trade receivables

Other assets 

Trade and other payables

borrowings

LIABILITIES

Loans and advances to customers  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The maturity profile of the Group’s financial assets and liabilities based on the contractual maturities.

TotalMore than 10 years 5 year to 10 years1 year to 5 yearsWithin 1 YearAt 31 December 

ASSETS

Cash and balances with banks 
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Fair value hierarchy

Financial assets and liabilities measured at fair value

Financial assets and liabilities not measured at fair value 

2023

Level 1 Level 2 Level 3

Total fair 

value

Total 

Carrying 

value

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

               -                    -           144,044         144,044        144,044 

               -                    -           100,355         100,355        100,355 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The Group's financial assets and financial liabilities are measured at amortised cost except for derivative

financial instruments, which are carried at fair value. Fair value is the price that would be received to sell an

asset or paid to transfer a liability in an orderly transaction between market participants at the

measurement date in the principal, or in its absence, the most advantageous market to which the Group

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

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

intention or need to liquidate, curtail materially the scale of its operations or undertake a transaction on

adverse terms. 

Except for derivative instruments which are classified as at fair value, all of the Group’s other financial

assets and liabilities are classified as at amortised cost. 

The Group measures fair values of financial instruments using the following fair value hierarchy that

reflects the significance of the inputs used in making the measurements.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Loans and advances 

Level 2: Valuation techniques based on observable inputs, either directly (i.e. ask prices) or indirectly (i.e.

derived from prices). This category includes instruments valued using quoted market prices in active

markets for similar instruments; quoted prices for identical or similar instruments in markets that are

considered less than active; or other valuation techniques where all significant inputs are directly

observable from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes instruments

where the valuation technique includes inputs not based on market observable data.

The fair value of the derivatives, which are not exchange traded, is estimated at the amount the Group

would receive or pay to terminate the contract at the reporting date taking into account current market

conditions and the current credit worthiness of the counterparties. The Group’s net exposure to derivatives,

whose fair value as of 31 December 2023 is BD 1,244 thousand (2022: BD 2,182 thousand) are

categorised under Level 2. There were no transfers between Level 1 and Level 2 during 2023.  

The following table sets out the fair values of financial instruments not measured at fair value analysed by

the level in the fair value hierarchy into which each fair value measurement is categorised as at 31

December.

to customers

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis,

the Group determines whether transfers have occurred between levels in the hierarchy by re-assessing

categorisation (based on the lowest level input that is significant to the fair value measurement as a whole)

at the end of each reporting period. 

borrowings

Bank term loans and other
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9 FAIR VALUE AND CLASSIFICATION OF FINANCIAL INSTRUMENTS (continued)

Financial assets and liabilities not measured at fair value (continued)

2022

Level 1 Level 2 Level 3

Total fair 

value

Total 

Carrying 

value

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

               -                    -           197,605         197,605        197,605 

               -                    -           143,915         143,915        143,915 

10 LOANS AND ADVANCES TO CUSTOMERS

(a)   Exposure by staging

Stage 1 Stage 2 Stage 3 Total

BD ’000 BD ’000 BD ’000 BD ’000

       107,836           18,411           66,539        192,786 

          (1,088)           (2,413)         (45,241)         (48,742)

       106,748           15,998           21,298        144,044 

Stage 1 Stage 2 Stage 3 Total

BD ’000 BD ’000 BD ’000 BD ’000

       127,523           50,082           55,430        233,035 

          (1,313)           (7,105)         (27,012)         (35,430)

       126,210           42,977           28,418        197,605 

In case of loans and advances to customers, the average interest rate of the loan portfolio is in line with

current market rates for similar facilities and hence after consideration of adjustment for prepayment risk

and impairment charges it is expected that the carrying value would not be materially different to fair value

of these assets. 

The fair value of bank term loans and bonds issued approximate their carrying value since they are at

floating interest rates. 

The fair values of all other financial instruments approximated their respective book values due to their

short-term nature.

Loans and advances

Loans and advances

31 December 2022

Loans and advances

31 December 2023

Less: expected credit loss

Loans and advances

Less: expected credit loss

Loans and advances 

to customers

borrowings

Bank term loans and other
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10 LOANS AND ADVANCES TO CUSTOMERS (continued)

(b) Expected credit loss movement

Stage 1 Stage 2 Stage 3 Total

2023 BD ’000 BD ’000 BD ’000 BD ’000

           1,313             7,105           27,012          35,430 

              748           (2,551)             1,803                  -   

Net (reversal) / charge for the year              (973)           (2,141)           39,032          35,918 

                 -                    -           (22,606)         (22,606)

           1,088             2,413           45,241          48,742 

Stage 1 Stage 2 Stage 3 Total

2022 BD ’000 BD ’000 BD ’000 BD ’000

           3,912             7,201           22,677          33,790 

           1,900           (2,864)                964                  -   

Net (reversal) / charge for the year           (4,499)             2,768           13,665          11,934 

                 -                    -           (10,294)         (10,294)

           1,313             7,105           27,012          35,430 

11 TRADE RECEIVABLES

31 December 31 December

2023 2022

BD ’000 BD ’000

            4,623            5,098 

          (2,114)           (2,072)

            2,509            3,026 

Expected credit loss movement

2023 2022

BD ’000 BD ’000

            2,072            2,039 

                 54                 76 

               (12)                (43)

            2,114            2,072 

Expected credit loss 

at 31 December 2022

Expected credit loss 

at 1 January 2022

Net transfer between stages

Write off during the year

Trade receivables

Less: expected credit loss

At beginning of the year

Net charge for the year

Write off during the year

At end of the year

at 31 December 2023

Expected credit loss 

Expected credit loss 

at 1 January 2023

Net transfer between stages

Write off during the year
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12 INVENTORIES

31 December 31 December

2023 2022
BD ’000 BD ’000

          10,842            8,218 

            7,306            6,752 

            2,105            2,291 

          20,253          17,261 

          (1,294)              (789)

          18,959          16,472 

2023 2022

BD ’000 BD ’000

               789               751 

               508               121 

                 (3)                (83)

            1,294               789 

13 INVESTMENT PROPERTIES

31 December 31 December

2023 2022

BD ’000 BD ’000

          13,025          13,024 

                   2                   1 

Transfer to investment property             1,685                  -   

          14,712          13,025 

2023 2022

 BD ’000 BD ’000

            2,523            2,237 

               230               282 

Impairment provision charges             1,987                   4 

            4,740            2,523 

Net book value at 31 December             9,972          10,502 

Movement in provisions

Vehicles

Automotive spare parts

The fair value of investment properties as at 31 December 2023 is BD 11,255 thousand (2022: BD 12,888

thousand) were determined by independent external property valuers with the appropriate recognised

qualification and experience in the location and category of the property being valued. All such valuers are

approved by the Bahrain Real Estate Regulatory Authority to carry out such valuations. The fair value was

determined based on investment method by comparing market rental rates and vacent lands and

accordingly categorised as level 3 in fair value hierarchy. 

Accumulated depreciation and impairment losses

At 1 January

Depreciation charge for the year

At 31 December

Cost

Additions during the year

At beginning of the year

Utilisation

Book value before depreciation and impairment

At end of the year

At 1 January

Real estate inventory

Provisions

Net charge for the year
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14  PROPERTY AND EQUIPMENT

Furniture,

Land and fixtures & Work in Right of 2023 2022

buildings equipment Vehicles Progress Use Total Total

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

     26,396      11,880        7,701                 393                  3,906                  50,276               49,305 

            24           545        4,188                 499                     607                    5,863                 3,942 

           (17)            (29)       (3,609)               (434)                    (194)                  (4,283)               (2,971)

              5             92             17               (114)                        -                           -                        -   

     26,408      12,488        8,297                 344                  4,319                  51,856               50,276 

       9,842      10,984        2,855                   -                    1,982                  25,663               24,360 

          473           610        1,166                   -                       539                    2,788                 2,800 

           (12)            (11)       (1,825)                   -                      (170)                  (2,018)               (1,497)

             -              (61)             61                   -                          -                           -                        -   

     10,303      11,522        2,257                   -                    2,351                  26,433               25,663 

     16,105           966        6,040                 344                  1,968                  25,423 

     16,554           896        4,846                 393                  1,924               24,613 

15

31 December 31 December

2023 2022
BD ’000 BD ’000

Positive fair value derivative              1,277            2,230 

Advance to suppliers and manufacturers incentive              2,181            1,969 

Prepaid expenses                 581               608 

VAT receivables              1,272               499 

Others                 401               252 

             5,712            5,558 

16

31 December 31 December

2023 2022

BD ’000 BD ’000

Negative fair value derivative                   33                 48 

Lease liabilities (note 16.1)              1,118            1,043 

Trade payables and others            16,712          15,833 

           17,863          16,924 

Depreciation

1 January

TRADE AND OTHER PAYABLES

OTHER ASSETS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Reclassified

Cost

Disposals 

At 31 December

At 1 January

Additions

Charge for the year

Reclassified

At 31 December

Net book value

   At 31 December 2023

   At 31 December 2022

The cost of fully depreciated assets still in use at 31 December 2023 was BD 15,028 thousand (2022: BD

12,268 thousand).  

Disposals
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16

16.1

Present Present

Minimum value Minimum value

lease  of lease lease  of lease

payments payments payments payments

BD '000 BD '000 BD '000 BD '000

Within one year            516                472                 417               374 

After one year but not more than five years            648                604                 663               603 

More than five years and less than 10 years              15                    4                   39                 27 

More than 10 years              66                  38                   69                 39 

Total minimum lease payments         1,245             1,118              1,188            1,043 

Less: finance charges           (127)                (145)

Net lease liability         1,118             1,118              1,043            1,043 

2023 2022

BD ’000 BD ’000

Lease liabilities as at 1 January              1,043            1,163 

Additions                 582               480 

Termination                  (21)               (69)

Finance cost                   73                 42 

Payments made                (559)             (573)

Lease liabilities as at 31 December              1,118            1,043 

17

31 December 31 December

2023 2022

BD ’000 BD ’000

           41,936          64,597 

           58,419          79,318 

         100,355        143,915 

18 SHARE CAPITAL

31 December 31 December

2023 2022

BD ’000 BD ’000

           50,000          50,000 

           20,419          20,419 

           20,419          20,419 

500,000,000 (2022: 500,000,000) shares of 100 fils each

Within 1 year

 BANK TERM LOANS AND OTHER BORROWINGS

2023 2022

Lease liabilities

31 December 31 December

The movement in lease liabilities is as follows:

TRADE AND OTHER PAYABLES (continued)

Issued and fully paid

204,187,500 (2022: 204,187,500) shares of 100 fils each

At 31 December

More than 1 year

Authorised share capital
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18 SHARE CAPITAL (continued)

31 December 31 December

2023 2022

BD ’000 BD ’000

                599               599 

Additional information on shareholding pattern

i.

No. of shares % holding

Social Insurance Organisation* 63,165,039    30.94%

Bank of Bahrain and Kuwait 47,023,363    23.03%

National Bank of Bahrain 22,910,775    11.22%

ii.

iii.

iv.

2023 % of total

Number of Number of issued

Shares shareholders shares

      46,972,854                 1,241 23.01%

      24,115,469                        7 11.81%

      22,910,775                        1 11.22%

    110,188,402                        2 53.96%

Total     204,187,500                 1,251 100.00%

2022 % of total

Number of Number of issued

Shares shareholders shares

      46,401,136                 1,250 22.73%

      24,687,187                        7 12.09%

      22,910,775                        1 11.22%

    110,188,402                        2 53.96%

Total     204,187,500                 1,260 100.00%

The Company has only one class of equity shares and the holders of these shares have equal voting

rights. Out of the total shareholders, 98% (2022: 98%) are Bahraini individuals or corporates and 2%

(2022: 2%) are other nationalities. 

The shareholding of directors, other than nominee directors representing major shareholders, is

991,718 shares (2022: 991,718 shares).

* Shareholding under Social Insurance Organisation represents holding of shares by Social Insurance

Organisation (GOSI) and Social Insurance Organisation (Pension) which is a government organization.

Nationality

Bahrain

Bahrain

Bahrain

The Company's memorandum of association allows it to hold up to 10% of its own issued shares as treasury

shares.

Names and nationalities of the major shareholders and the number of equity shares held in which they

have an interest of 5% or more of issued and fully paid shares.

Treasury shares 2,759,029 shares (2022: 2,759,029 shares)

Distribution schedule of equity shares, setting out the number of shareholders and their percentage in

the following categories:

Categories*

Less than 1% 

1% up to less than 5%**

5% up to less than 20%

20% up to less than 50%

* Expressed as a percentage of total issued and fully paid shares of the Company 

** Includes 2,759,029 treasury shares (2022: 2,759,029 shares)

Categories*

Less than 1% 

1% up to less than 5%**

5% up to less than 20%

20% up to less than 50%
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19 AUTOMOTIVE REVENUE

2023 2022

BD ’000 BD ’000

Sale of cars            20,106          22,451 

Sales of parts and accessories            13,843          11,670 

Car repair and maintenance services              3,994            3,851 

Car leasing revenue              2,052            1,774 

           39,995          39,746 

20 NET FEE AND COMMISSION INCOME

2023 2022

BD ’000 BD ’000

Loan administration and other credit card related fees              5,332            6,132 

Insurance commission income                 617               556 

Less: fees and commission expense             (2,586)          (2,571)

             3,363            4,117 

21 RENTAL AND REAL ESTATE INCOME

2023 2022

BD ’000 BD ’000

Sale of real estate

Revenue                 185            1,090 

Cost of sales                (186)          (1,035)

(Loss)/ profit from sale of real estate  inventory                    (1)                 55 

Rental and evaluation income                 555               527 

Rental and real estate income                 554               582 

22 OTHER INCOME

2023 2022

BD ’000 BD ’000

Incentives from automotive principals                 521               382 

Miscellaneous income              1,515               457 

             2,036               839 

23 OTHER OPERATING EXPENSES

2023 2022

BD ’000 BD ’000

General and administration costs              5,458            5,154 

Depreciation              2,069            2,183 

Selling and promotion costs              1,485            1,409 

Operating expenses relating to investment properties                 187               160 

Automotive finance cost                 115                 92 

             9,314            8,998 
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24 NET PROVISIONS AND CREDIT LOSSES

2023 2022

BD ’000 BD ’000

Allowances on loans and advances to customers, net            35,918          11,934 

Impairment on investment properties              1,987                   4 

Allowances charged for inventory                 508               121 

Allowances on trade receivables, net                   54                 76 

Recoveries from written off balances             (2,430)          (2,478)

           36,037            9,657 

25 DISTRIBUTION OF ASSETS AND LIABILITIES

26 SEGMENTAL INFORMATION

•       

•   

•       

•     

For management purposes, the Group is organised into four operating segments based on products and

services as follows:

Lending - principally providing consumer, Corporate and small to medium enterprises (CSME) loans

and credit card facilities;

Automotive - trading in motor vehicles, spares and the provision of after sales services and leasing

services;

Real estate - include buying, selling and renting of properties and providing property evaluation

services; and

Insurance - provision of insurance brokerage services.

The geographic distribution of all assets and liabilities of the Group is predominantly in Bahrain. The assets of

the Group are not concentrated in any particular industry sector.
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26  SEGMENTAL INFORMATION (continued)

2023 2022 2023 2022 2023 2022 2023 2022 2023 2022

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

         13,944          20,850            7,497            7,381               554               582               810               556          22,805          29,369 

                 -                   16               126               243               203               201                  -                 104               329               564 

        (10,868)           (9,250)           (5,271)           (5,186)              (717)              (987)              (724)              (624)         (17,580)         (16,047)

        (33,492)           (9,434)              (430)              (192)           (2,115)                (31)                  -                    -           (36,037)           (9,657)

             (317)              (524)                (12)                (33)                  -                    (7)                  -                    -                (329)              (564)

        (30,733)            1,658            1,910            2,213           (2,075)              (242)                 86                 36         (30,812)            3,665 

           4,994          28,510            4,658            8,521                   2                 17            3,590            3,654          13,244          40,702 

        144,044         197,605                  -                    -                    -                    -                    -                    -           144,044         197,605 

              111               270            2,189            2,672               103                 49               106                 35            2,509            3,026 

           1,557              (226)              (327)                 25           (1,213)               221                (17)                (20)                  -                    -   

                 -                    -            16,975          14,181            1,984            2,291                  -                    -            18,959          16,472 

                 -                    -                    -                    -              9,972          10,502                  -                    -              9,972          10,502 

           8,925            8,957          16,498          15,656                  -                    -                    -                    -            25,423          24,613 

           1,657            2,707            4,044            2,842                   3                   4                   8                   5            5,712            5,558 

        (10,244)           (8,573)           (7,384)           (7,923)              (157)              (316)                (78)              (112)         (17,863)         (16,924)

        (99,395)       (143,915)              (960)                  -                    -                    -                    -                    -         (100,355)       (143,915)

Equity          51,649          85,335          35,693          35,974          10,694          12,768            3,609            3,562         101,645         137,639 

           1,135            1,013            4,728            2,929                  -                    -                    -                    -              5,863            3,942 

              770               867            2,018            1,933                  -                    -                    -                    -              2,788            2,800 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Real estate Insurance TotalAt 31 December 

Management monitors the operating results of its business units separately for the purpose of making decisions about resource allocation and performance

assessment. Segment performance is evaluated based on operating profit or loss which in certain respects is measured differently from operating profit or loss

in the consolidated financial statements. Transfer prices between operating segments are on an arm's length basis in a manner similar to transactions with third

parties. No revenue from transactions with a single external customer or counterparty amounted to 10% or more of the Group’s total revenue in 2023 and 2022.

The following table presents income and profit and certain asset and liability information regarding the Group’s operating segments.

Cash and balances with banks

(Loss) / profit for the year

Assets and (liabilities)

Lending Automotive

Operating income

Inter segment revenue

Operating costs

Net provisions and credit losses

Inter segment expenses

property and equipment

Depreciation charge for  the

Loans and advances to customers 

Trade and other receivables

Intercompany balances

Investment properties

Inventories

Property and equipment

Other assets 

Trade and other payables

Bank term loans and other borrowings

Capital expenditure
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27  BALANCES AND TRANSACTIONS WITH RELATED PARTIES

2023 2022

BD ’000 BD ’000

Major shareholders:

As at 31 December

Term loans        25,260        20,099 

Bank balances             913          1,872 

Interest expense          2,186          1,113 

Sales of vehicles               99                -   

Other Income                -                 39 

      

Key management personnel:

2023 2022

BD ’000 BD ’000

As at 31 December

Loans and advances to customers*             823             775 

For the year ended 31 December

Salaries and short term and end of service employee benefits          1,822          1,560 

Directors remuneration and attendance fees             168             488 

Sales, service and lease of vehicles             105             109 

28 RETIREMENT BENEFITS COST

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The Group has banking relationships and obtains term borrowings and has unutilised credit facilities

with certain of its shareholder banks (Bank of Bahrain and Kuwait B.S.C and National Bank of Bahrain

B.S.C). All such transactions are in the ordinary course of business and on terms agreed between the

parties.

For the year ended 31 December

Related parties comprise major shareholders, directors, and key management personnel of the Group

and entities owned or controlled, jointly controlled or significantly influenced by them and companies

affiliated by virtue of shareholding in common with that of the Group.

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

and controlling the activities of the Group. The key management personnel comprise members of the

Board of Directors, the Managing Director, the Chief Executive Officer, the Deputy Chief Executive

Officer, approved personnel by the CBB and the General Managers.

*The Group has allowance of BD 243 thousand (2022: BD 172 thousand) for impairment losses on

loans and advances with related parties.

The Group’s contributions in respect of Bahraini for the year amounted to BD 740 thousand (2022:

BD 719 thousand) respectfully. The Group’s provision for expatriate employees’ leaving indemnities at

31 December 2023 was BD 984 thousand (2022: BD 1,015 thousand). The Group employed 727 staff at

31 December 2023 (2022: 747).

Transactions with related parties are transactions with key management personnel or their direct family 

members.
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28 RETIREMENT BENEFITS COST (continued)

2023 2022

BD ’000 BD ’000

At 1 January          1,015             970 

Provided during the year             160             225 

Paid during the year           (191)           (180)

At 31 December             984          1,015 

29 STAFF SAVING SCHEME 

30     EARNINGS PER SHARE

2023 2022

BD ’000 BD ’000

(Loss) / profit for the year      (30,812)          3,665 

Weighted average number of equity shares (in 000’s) (note 18)      201,429      201,429 

Basic (loss) / earnings per share  (153 fils)  18 fils 

31 OUTSTANDING COMMITMENTS

 

Basic earnings per share is calculated by dividing the net profit or loss attributable to shareholders by

the weighted average number of ordinary shares outstanding during the year, excluding the average

number of ordinary shares purchased by the Company and held as treasury shares, as follows:  

Diluted (loss) / earnings per share is same as basic earnings per share as the Group does not have any

potential dilutive instruments in issue.

The movement in the employees end of service benefits is as follows:

The scheme is contribution saving fund between the Company and the employees of the Company. The

objective is to provide employees with cash benefit upon resignation, retirement or death. Participation

is discretionary and employee can contribute any amount up to 10% of the salary. The Company

contributes the same percentage. Since the cash is held under fiduciary capacity on behalf of

employees, it is accounted as asset under management. 

The Employee becomes eligible for the full amount of the Company's contribution once the employee

has completed 10 years of service. Otherwise, it will be calculated proportionately based on number of

year of services. 

As at 31 December 2023, the Group saving plan funds stand at BD 2,760 thousand (2022: BD 2,633

thousand). The Fund is invested within reputable bank in Bahrain.

As at 31 December 2023, the Group has standby letters of credit issued on its behalf in the normal

course of business amounting to BD 6,533 thousand (2022: BD 8,801 thousand) and unutilised credit

limits of BD 19,109 thousand (2022: BD 19,668 thousand) to its customers.
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32 RECONCILIATION OF MOVEMENTS OF LIABILITIES TO CASH FLOWS ARISING FROM FINANCING ACTIVITIES 

Derivatives

liabilities 

borrowings

Interest rate

swap and

forward

Bank Term exchange

Trade and loans andcontracts used

other other for hedging Share Retained

payables borrowings – liabilities  capital Reserves  earnings Total 

BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000 BD ’000

       16,876        143,915                  48        19,820        65,432        52,387          298,478 

               -            39,455                   -                  -                  -                  -              39,455 

               -           (83,966)                   -                  -                  -                  -             (83,966)

        (4,029)                  -                     -                  -                  -                  -               (4,029)

               -                    -                     -                  -              (215)                -                  (215)

        (4,029)         (44,511)                   -                  -              (215)                -             (48,755)

               -                    -                  (15)                -              (938)                -                  (953)

               -                    -                     -                  -                  -         (30,812)           (30,812)

         1,322                  -                     -                  -                  -                  -                1,322 

               -                    -                     -                  -                  -                  -                      -   

         4,029                  -                     -                  -                  -           (4,029)                    -   

               -                 951                   -                  -                  -                  -                   951 

         8,752                  -                     -                  -                  -                  -                8,752 

        (9,120)                  -                     -                  -                  -                  -               (9,120)

         4,983               951                (15)                -                  -                  -                5,919 

               -                    -                     -                  -              (938)       (34,841)           (35,779)

       17,830        100,355                  33        19,820        64,279        17,546          219,863 

Balance at 1 January 2023

Proceeds from loans and borrowings

Repayment of borrowings

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Liabilities Equity

Total liability-related other changes

Total equity-related other changes

Balance at 31 December 2023

Liability-related changes

Borrowing upfront cost

Interest expense

Interest paid

Dividend declared

Donation declared

Loss for the year

Dividend paid

Donation paid

Total changes from financing cash flows

Changes in fair value
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33 PROPOSED APPROPRIATIONS

2023 2022

BD ’000 BD ’000

              -   4,092

           100  -   

           100          4,092 

34 COMPARATIVES 

The board of directors has proposed the following appropriations for 2023. These appropriations are

subject to approval by the shareholders at the Annual General Meeting.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The corresponding figures have been reclassified where necessary to conform to the current year's

presentation. The reclassified did not affect previously reported profit or total equity.

Cash dividends

Donations
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