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Our Vision

inspire our stakeholders in offering healthy products and maintain
leadership in food security in the Kingdom of Bahrain

Mission

We will demonstrate a meaningful and urgent commitment to
food security in the Kingdom of Bahrain and the pursuit of
excellence in our products and service offerings. Through
effective communication and example, we will promote
positive and measurable outcomes. We will inspire active and
enjoyable learning experiences and be a catalyst in creating
understanding and wonderment of our product offerings. By
enhancing our manufacturing facilities, we will lead
individuals and communities in the wise and sustainable
provision of food products.

Values
Supportive * Trust »  Diverse needs
= Team approach = Loyalty = Common values
= Sense of ownership =  Integrity =  Fun
= Sense of urgency = Boundaryless = Enterprise
*  Flexibility =  Qutwardly focused = Excellence

= Embracing change
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CHAIRMANS’ REPORT

Abdullatif Khalid Al Aujan :
Chairman ! I

On behalf of the Board of Directors, | am pleased to present the Annual Report of Bahrain
Flour Mills Company B.S.C. for the year ended on 315t December 2019, as the company has

achieved outstanding results and an improvement in financial performance and levels of

returns for shareholders to establish our position in the local Bahraini market.

Company Performance

During the year 2019, Al Matahin Company continued its honorable career through which it
maintained its leading position in Bahrain market and in marketing of all its products and achieved
a net profit of BD 1,850,735 for this year. And the implementation of what was stated in the
strategic plans of the company, which enabled us to play our national role to support food security

in our beloved kingdom.

Suggested Recommendations
Based on the financial results, | am pleased to present to you the Board of Directors

recommendation to distribute dividends for the year ended December 31, 2019 as follows:

- Distribution of cash dividends to shareholders by 10 fils per share, or 10% of the paid-up
capital, totaling BD 248,256.

As well as the Proposed Allocations as follows:
- Allocation of BD 60,000 as remuneration to members of the Board of Directors.

- Allocation of BD 20,000 to charity.

Al Matahin - Annual Report 2019 8



Focusing on Corporate Governance

Dear Shareholders, The Board of Directors confirms that it is always keen to develop and expand
the company's activities through adherence to Corporate Governance standards, Internal Control
systems and Quality, with applying Health and Safety systems, ensuring the company's position

and commitment towards maintaining food security.

Our Future Aspirations

The efforts of the Executive Management of Al-Matahin enjoys the full support of the board of
directors, and close cooperation between the board and the executive management will continue
to follow taking all necessary measures to face the challenges of the prevailing conditions in the
business environment, and to continue to develop the company's industrial facilities and strive to
maintain the company's leadership and national role to support food security in our beloved

kingdom.

Thanks, and Appreciations

On behalf of the shareholders of Al-Matahin, the Board of Directors wishes to express its sincere
gratitude and appreciation to His Majesty King Hamad bin Isa Al Khalifa, Kingdom of Bahrain
King, His Royal Highness Prince Khalifa bin Salman Al Khalifa, Prime Minister and His Royal
Highness Prince Salman bin Hamad Al Khalifa, Crown Prince, Deputy Supreme Commander and

First Deputy Prime Minister, and there Excellencies the Ministers, Deputy Ministers, Directors and

Heads of Departments in the Kingdom's departments and institutions for their good guidance and

continuous support. Hemin and the company's executives for their continued support.

The Board of Directors would like to express their sincere thanks and appreciation to the company
management and employees as they are very confident that the company's continued success will
not be possible without the hard work and dedication of them during 2019. We are fortunate to
have such a committed and distinguished team, and we are confident that this team will continue

to achieve the best possible results in the future.
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Abdullatif Khalid Al Aujan
Chairman
March 2020
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BOARD MEMBERS

BOARD OF DIRECTORS
1. MR. ABDUL LATEEF KHALID AL AUJAN 3. MRS. AFNAN RASHID AL ZAYANI 5. Ayman Abdulhameed Zainal 7. MR. MARWAN KHALID TABBARA

CHAIRMAN DIRECTOR DIRECTOR DIRECTOR

(=2 U=al | 2.MR. Salah Mohamed Al Kulaib 4. MR. ABBAS ABDULMOHSEN RADHI 6. MR. ADEL AHMED ABDULMALIK  8.DR. MARWA KHALID AL SABBAGH
AL-MATAHIN VICE - CHAIRMAN DIRECTOR DIRECTOR DIRECTOR
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CORPORATE GOVERNANACE

1- Description of the actions taken to complete the Corporate Governance Code during the year
2019 and how they were applied.
e The Corporate Governance procedures & policies manual and the Committees Charters have
been updated in accordance to the Corporate Governance Code.
e The independence acknowledgment has been signed by each independent board member.
e The company's compliance with the Code requirements has been evaluated and sent to the

Ministry of Industry, Commerce and Tourism through Sijilat system.

2- Description of the transactions of the directors, their spouses and sons on the Company’s
shares during the year 2019 according to the following table:
During the year 2019, there is no transactions in the company shares between the board of
directors and their spouses and sons.

3- Composition of the Board:

a. Description of the current Board composition according to the following table:

= <Y

Experience

= 45 years of experience in private business management and boards.
Qualification

= General Certificate in Business Management from UK.
The period of his term as a director of the Company starting from the date of his first
election or appointment

=  March 2014 - March 2020
Directorships and positions in other companies

-

= Chairman - Family Entertainment Company.
=  Chairman - Abdullatif Khalid Al Aujan Real Estate Co.
= Chairman - Abdullatif Khalid Al Aujan & Sons Co.

Experience
= 42 years of experience in Mechanical Engineering and Boards.
Qualification
= Bachelor of Mechanical Engineering.
The period of his term as a director of the Company starting from the date of his first
election or appointment
=  March 2014 - March 2020
Directorships and positions in other companies
= Chairman - Kuwait Flour Mills and Bakeries Company.

= Vice Chairman - Industrial Bank of Kuwait.
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CORPORATE GOVERNANCE
Completion of the board (continued)

Experience

= 42 years of experience including more than 35 years in the Business

\ | Administration sector.
\ “’7 : Qualification

= Bachelor of Science in Food Processing Technology (1976-1977), Texas Tech
University, United States of America, American University of Beirut, 1973-
1975.
The period of his term as a director of the Company starting from the date of his

first election or appointment

= June 2012 - March 2020
Directorships and positions in other companies

® President of Bahrain Businesswomen’s Society (2002-2004).

®»  Head of the Business Women’s Network in the Middle East and North Africa,
based in the Kingdom of Bahrain (2009-2012) and its current financial
secretary.

= Representative Member of the Bahraini Business Women'’s Association in the
Higher Committee for Small and Medium Enterprises until 2013.

®  Member of the Board of Directors in Al-Ayam Publishing Corporation 2003-
2015.

= Representative of the Bahrain Chamber of Commerce and Industry in the
Committee of Her Royal Highness Princess Sabeeka Bint Ibrahim Al Khalifa
Award for the Empowerment of Women 2004-201 6.

= Member of the Board of Directors of Bahrain Flour Mills Company and
Chairman of the Audit Committee since 201 2.

=  Member of the Board of Directors of the Bahrain Bourse from 2011 to 2016.
She held the position of Vice Chairman and Chairman of the Audit Committee.

"  Member of the Secretariat of the Committee on Arab Women’s Labor under
the Arab Labor Organization.
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CORPORATE GOVERNANCE
Completion of the board (continued)

Experience

" He has over 31 years of experience in Public Accounting, auditing major public &
private sector organizations in the GCC and internationally (including the US and
UK).
Qualification

= Certified Public Accountant (CPA) USA.

= Certified Arab Accountant.

®=  MBA Finance & Business Law from University of Maine, USA
®=  M.S.B Accounting from Husson University, Maine, USA.

= Bachelor’s Degree in Accounting from Kuwait University.

= Certified Director having completed the INSEAD - Directors Program.
The period of his term as a director of the Company starting from the date of his first
election or appointment

®  March 2014 - March 2020
Directorships and positions in other companies

=  Board Member and Member of Executive Committee of Solidarity Group
Holding B.S.C (Closed).

=  Board Member and Member of the Audit Committee of Naseej B.S.C. (Closed),
Bahrain.

=  Board Member of Al Areen Palace and Spa, Bahrain.

®*  Board Member and Chairman of Shaheen Group B.S.C. (Closed).

= Chairman of the Audit Committee Bahrain Chamber of Commerce & Industry.

=  Formerly, Board Member and Chairman of Finance Committee of Supreme
Council of Vocational Training, Bahrain.

®  Formerly, Board Member and Chairman of Executive Committee and Member of
Nomination & Remuneration Committee of Al Ahlia Insurance Company B.S.C.,
Bahrain.
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CORPORATE GOVERNANCE
Completion of the board (continued)

Experience

® He has more than 23 years of experience in the managerial and financial fields
in the GCC.
Qualification

=  Master of Business Administration from Webster University, College of Business,
Orlando, USA.
= Bachelor’s Degree in computer science from University of South Florida, College
of Engineering, USA.
The period of his term as a director of the Company starting from the date of his first
election or appointment

=  March 2017 - March 2020
Directorships and positions in other companies

= Chief Commercial Officer - Bahrain Airport Company from 2017 to Present.

= Chief Executive Officer - Real Capita from 2012 to 2015.

=  Board Member of Oman Development Company from 2005 to 2007, Oman.

= Chairman of Al Batinah Development & Investment Holding from 2004 to 2007,
Oman.

= Acting Head of Finance and Admin — Advisor to CEO - Bahrain Chamber for
Dispute Resolution from 2011 to 2012, Bahrain.

= Computer Engineer - BAE SYSTEMS from 1996 to 2000, USA.
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CORPORATE GOVERNANCE
Completion of the board (continued)

Experience

® He has more than 34 years of experience in marketing and finance
Qualification

=  Master of Finance.
The period of his term as a director of the Company starting from the date of his first
election or appointment

=  March 2014 - March 2020
Directorships and positions in other companies

® Finance Manager, Secretary to the Board of Directors — Gulf Petrochemical
Industries Co. (GPIC) till 31 January 2018.

Experience

"  Worked at Citigroup's global corporate and investment banking division in New
York, London and Bahrain.
Qualification

" Master's degree in Engineering Management from Duke University, USA.
®  Bachelor of Science in Electrical Engineering and Economics from Duke University,
USA.
The period of his term as a director of the Company starting from the date of his first
election or appointment

=  March 2014 - March 2020
Directorships and positions in other companies

"  Managing Partner — STRATUM W.L.L. Bahrain.
= Vice Chairman — Bahrain Bourse.

=  Board Member — Bahrain Development Bank
= Board Member — Bahrain Islamic Bank.
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CORPORATE GOVERNANCE
Completion of the board (continued)

Experience

®  She has more than 7 years of experience in investment, healthcare and education.
Qualification

®=  PhD in Clinical Medicine Research.

=  BSc (Hons) Biology - First Class Honours - University of Nottingham, UK.
The period of his term as a director of the Company starting from the date of his first
election or appointment

®  March 2014 - March 2020
Directorships and positions in other companies

®  |nvestment Manager — Bahrain Mumtalakat Holding Company (BMHC), Bahrain.

b. Description of the following:

1. Total remunerations paid to the directors for the (last) year 2018.
For the year 2018, the total remunerations paid to the Board of Directors amounted to BD
60,000.

2. The proposed total remunerations to be paid to the directors for the year 2019, which will be
presented at the annual general meeting for approval.
In 2019, the total proposed remunerations for the Board of Directors amounted to BD 60,000.

3. Description of the sitting fees paid to the directors for attendance of the Board’s committees for
the financial year 2019 according to the following table:

Sitting fees paid for attendance of the Board’s committees
# Sitting fees No. of
Name of committee amount meetings

1 | Audit Committee 10,300 5

2 | Nomination and Remuneration Committee 9,150 4

3 | Corporate Governance Committee 2,000 1

4 | Purchasing Committee 16,100 10

5 | Investment Committee 2,700 2
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CORPORATE GOVERNANCE

Number and dates of the Board’s meetings held during the financial year 2019, in addition to

the number of times directors attended in person or by visual communication and a description of

the directors present by proxy.

Number of Meetings 1 2 3 4
Date of Meetings 12 4 30
14 May
Name Position February August October
Mr. Abdullatif Khalid Al Aujan Chairman v v v v
Mr. Salah Mohamed Meshary Al Vise Chairman v v v v
Kulaib
Mrs. Afnan Rashid Al Zayani Board Member v v Vv Vv
Mr. Abbas Abdulmohsen Radhi Board Member v v v v
Mr. Adel Ahmed Abdulmalik Board Member v v v v
Mr. Marwan Khalid Tabbara Board Member v v Vv )
Dr. Marwa Khalid Al Sabbagh Board Member v v v v
Mr. Ayman Abdulhameed Zainal Board Member v v v X
*Participated through the phone.
Number of Meetings 1 2 3 4
Extraordinary Meetings Private | Extraor | Extraordi Private
meeting | dinary nary meeting
Date of Meetings 13 Jan | 25 Mar 5 May 22 May
Name Position
Mr. Abdullatif Khalid Al Aujan Chairman

Mr. Salah Mohamed Meshary Al
Kulaib

Vise Chairman

Mrs. Afnan Rashid Al Zayani

Board Member

Mr. Abbas Abdulmohsen Radhi

Board Member

Mr. Adel Ahmed Abdulmalik

Board Member

Mr. Marwan Khalid Tabbara

Board Member

Dr. Marwa Khalid Al Sabbagh

Board Member

Mr. Ayman Abdulhameed Zainal

Board Member

2Ll 2|22 =2]2] 2|2

2| 2| 2| X[ <] 2] 2|2

X2l 222 2|2

X2l 2122 2| <2

d. Description of the Board’s duties and competences carried out on its behalf by the Executive

Management by delegation of authority, specifying the duration and validity of the delegation.

During the year, none of the tasks of the Board of Directors assigned its performance to the

executive management of the company.
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CORPORATE GOVERNANCE

e. Details of transactions with related parties (stakeholders), indicating the nature of relationship

and type of transaction.

During the year 2019, there were no any transactions with the key management personnel
except the following:

Transaction Amount

Board of Directors’ remunerations of the year 2019 60,000

Directors’ setting fees 83,050
Other board of directors expenses 16,612
Salaries and benefits of key management personnel 130,599
Total 290,261

f. The Company’s organizational structure, including the first and second grades at a minimum and

including the Company’s general manager and/or chief executive officer, deputy general

manager and managers.

Audit
Committea
Committees
$
Risk and CEO Board Secretary &
Compliance _ _ PR Manager
Officer

Board of
Director

and

Finance HR and Procurement Technical Quality Mill
IT Manager _
Manager Admin Manager Manager Assurance Manager

Manaeer Manaeger

Dispatch
Manager

Packaging

Manager

g. Total remunerations paid to the key executive officers (the top five employees), including salaries,
benefits, allowances, increases, stock options, end-of-service benefits, pensions, etc.
The total paid remuneration to the key executive officers including the basic salary and

allowances about BD 130,599.
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CORPORATE GOVERNANCE

4- External Auditors:

a. Providing shareholders with the auditor's profile and overview of its professional performance.
KPMG has had a presence in the kingdom of Bahrain for more than 50 years. From a small local
accounting firm, founded in 1968 by university friends late Jassim M. Fakhro and Mr. Hussain
Kasim, KPMG in Bahrain has become one of the largest and most prestigious global professional
services firms in the country. KPMG in Bahrain employs over 380 professional staff and partners.
Bahrainis represent over 60% of our total workforce and occupy many of our senior leadership
and professional positions.

KPMG auditors have done the audit of the financial statements for the ended year 31 December
2019 in accordance with International Standards on Auditing ("ISAs").

The auditors are required by ISAs to communicate audit matters of governance interest arising
from audit with those charged with governance including either the directors of the company or
the members of the audit committee.

The audit is done in such a manner as the auditors deem necessary to enable them to fully
accomplish their professional responsibilities without any interference or influence from any of the
executive management or members of the board of directors. The auditors are committed to
obtain an understanding of the accounting system of the company and the internal control system
in order to assess its adequacy. The nature and extent of the tests done by the auditor are vary

according to the assessment of the company's accounting system and the system of internal control.

b. Fees and charges for the audit or services provided by the external auditor during the year
2019, in addition to a description of the auditor’s years of service as the Company’s external
auditor. According to the following table:

KPMG Fakhro
Name of the audit firm
. \ 6 years
Years of service as the Company’s external auditor
Jaffer
Name of the partner in charge of the Company’s audit Alqubaiti
) ) ) 6 years
The partner’s years of service as the partner in charge of the Company’s audit
. . . BD 19,650
Total audit fees for the financial statements for the year 2019 (BD)
Other special fees and charges for non-audit services other than auditing the financial BD 16,550
statements for the year 2019 (BD) if any. In the absence of such fees, this shall be
expressly stated
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CORPORATE GOVERNANCE

5- Audit Committee:

a. Names, competences and duties of the audit committee's members.

Audit Committee Members:
*  Mr. Abbas Abdulmohsen Radhi
*  Mrs. Afnan Rashid Al Zayani
*  Mr. Adel Ahmed Abdulmalik
*  Mr. Ayman Abdulhameed Zainal

Audit Committee Terms of Reference:

* Reviewing the critical accounting policies and practices adopted, and any changes in them;

*  Ensuring the compliance with applicable accounting standards, CBB Listing Rules and other legal
requirements in relation to the financial reports;
* Ensuring the clarity and adequacy of the financial reports;
* Reviewing any proposed change to the internal audit function and governance;
* Ensuring that the internal auditors are adequately resourced, have appropriate standing and
are not involved in executive decision making and clarify any restrictions placed on the internal

auditors by management;

* Reviewing the proposed audit plans of the internal auditors;
* Reviewing the reports from the internal auditors on their audit findings, management responses

CORPORATE GOVERNANCE

* and action plans in relation to those findings;

* Reviewing the appropriateness of the Risk Management and Oversight Policy and internal
control systems adopted by the Company;

* Identification and measurement of the material risks facing the company.

b. Number and dates of meetings held by the audit committee during the year to discuss issues

related to financial statements and any other matters and the number of times members attended

the meetings in person.

Number of Meetings 1 2 3 4 5
Date of Meetings 12 8 1 19 28
— Feb | May | Aug | Oct | Oct
Members Name Position
Mr. Abbas Abdulmohsen Radhi Committee Chairman v v v v v
Mrs. Afnan Rashid Al Zayani Vise Committee v v V* v v
Chairman
Mr. Adel Ahmed Abdulmalik Committee Member Vv v v v Vv
Mr. Ayman Abdulhameed Zainal Committee Member v ) ) ) v
*Participated through the phone.
Al Matahin - Annual Report 2019 20




CORPORATE GOVERNANCE

Nomination and Remuneration Committee (NRC):

Names, competences and duties of the NRC committee's members.
NRC Members:

Mr. Abdullatif Khalid Al Aujan

Mr. Salah Mohamed Meshary Al Kulaib

Mr. Abbas Abdulmohsen Radhi

Dr. Marwa Khalid Al Sabbagh

NRC Terms of Reference:

Assessing periodically the skill set required to discharge competently the Board’s duties, having
regard to the strategic direction of the company;

Regularly reviewing and making recommendations to the Board regarding the structure, size
and composition (including the balance of skills, knowledge and experience) of the Board and
the effectiveness of the Board as a whole, and keeping under review the leadership needs of
the Company, both executive and non-executive;

Preparing a description of the role and capabilities required for a particular appointment;
Identifying suitable candidates (executive and non-executive) to fill vacancies as and when they
arise and nominating candidates for the approval of the Board;

Ensuring that, on appointment, all Directors receive a formal letter of appointment, setting out
the time commitment and responsibility envisaged in the appointment including any
responsibilities with respect to Board committees;

Reviewing annually the performance of the Board;

Giving full consideration to appropriate succession planning, satisfying itself that processes and
plans are in place in relation to the Board;

Changes to the remuneration or contract terms of Directors;

Termination payments to Executive Directors and other members of the Senior Executive Team.

Number and dates of meetings held by the committee during the financial year and the number

of times members attended the meetings in person.

Number of Meetings 1 Extraordinary 2 3
Date of Meetings 12 25 Mar 14 1 Dec
Feb Mar
Name of Member Position
Mr. Abdullatif Khalid Al Committee i i i v
Aujan Chairman
Mr. Salah Mohamed Vise i i v V
Meshary Al Kulaib Committee
Chairman

Mr. Abbas Abdulmohsen | Committee Vv Vv Vv V
Radhi Member
Dr. Marwa Khalid Al Committee \ i v v
Sabbagh Member

Al Matahin - Annual Report 2019 21



CORPORATE GOVERNANCE

7-

a.

b.

Governance Committee:

Names, competences and duties of the governance committee's members.
Corporate Governance Committee Members:

Mr. Abbas Abdulmohsen Radhi

Mrs. Afnan Rashid Al Zayani

Mr. Adel Ahmed Abdulmalik

Mr. Ayman Abdulhameed Zainal

Corporate Governance Committee Terms of Reference:

Prepare and recommend to the Board a set of corporate governance guidelines applicable to
the company. Review and evaluate the adequacy of such guidelines at least annually and
recommend to the Board any changes deemed appropriate;

Monitor and evaluate the functioning of the committees of the Board and make recommendations
for any changes, including the creation and elimination of committees and committee assignments;
Maintain an annual Corporate Governance training program for directors;

To ensure that the Company’s system of corporate governance complies with an applicable
legislative rule or guideline;

Review the Company’s annual disclosure of its corporate governance practices pursuant to
applicable legislative rules;

Annually assess the effectiveness of the Committee against its general role and mandate (charter)
and report the results of the assessment to the Board of Directors;

The Corporate Governance Committee oversees compliance of the all other Committees with the
Company'’s corporate governance policies and mandates.

Summary of the committee performance report during the year 2019.

During the year 2019, the committee worked on discussing the steps of comply with the rules of the

Governance Code, explaining the reasons for non-compliance. The committee also reviewed the

updated Corporate Governance Manual prior to its approval. In addition, the committee requested

fo arrange a training course on the corporate governance to the members who did not attend any

training courses during their membership period.

10-

Corporate governance officer's name, qualifications, date of appointment, & contact details.

Name: Ali Abdulelah Almoalem

Qualifications: Bachelor’s Degree in Computer Engineering from the University of Bahrain.
Date of appointment as responsible for governance: 4/11/2018

Office Tel No.: 17729984 Ext: 105

Mobile number: 39244610

Details of any irregularities committed during the financial year, their causes (if any), and
the plan to address them in order to avoid future recurrence.

There are no irregularities committed during the year 2019.

Description of the cash and in-kind contributions made by the Company during the year 2019
for the purpose of community development and environment preservation (In the absence of
contributions, it should be stated that the Company did not make any contributions),

indicating the recipients of these contributions.
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CORPORATE GOVERNANCE

Al-Matahin contribution in Alia for Early Intervention Center | 12 Dec 2019

Al-Matahin expressed its pride and appreciation in what it provides (Alia Center for Early
Intervention) of care, support and services for people with special needs and for age groups from
5-20 years in particular (autistic patients) and also presented symbolic gifts to students during
the school’s National Day celebration, wishing them the success.

Al-Matahin contribution to the Ministry of Health | 5 Aug 2019

Her Excellency Assistant Undersecretary for Resources and Services at the Ministry of Health, and
Chairman of the Community Support Committee, Fatima Abdul Wahid Al-Ahmad, received a
donation from Bahrain Flour Mills Company to the Ministry of Health as a contribution to support

the health services provided by the Ministry of Health to treat patients in the Salmaniya Medical
Complex. The company donated 12 advanced devices to pump fluids and medicines into the
patient's blood circulation.

Al-Matahin Contribution to the Ministry of Youth and Sports | 5 Aug 2019
Al-Matahin contributed by its products to the Ministry of Youth and Sports "Youth City" which is
located in the Exhibition Centre of the youth section who are participating in the cooking program

in support of them and to encourage them to learn the cooking and how they create their own
projects.

Charity

Al-Matahin Company has allocated BD 20,000 for charitable works, which is invested in the

donations of Ramadan basket.

Statement of shareholders' equity as of 31/12/2019 (individuals, corporate, government or
organizations) to be classified as follows: Local, Gulf, Arab, and foreign.

Shareholder Shareholding %
classification
Individuals | Corporate Government or Organizations Total
Local %23.2167 | %2.7042 %65.8986 %91.8195
Arab %1.2034 | %6.9767 - %8.1801
Foreign %0.0004 - - %0.0004
Total %24.4205 | %9.6809 %65.8986 %100

b. Description of the shareholders who hold 5% or more of the Company's share capital, indicating

the name of the natural person who holds the shares, the final beneficiary, as at 31/12/2019 as

follows:
Number of shares | Shareholding % Name of the natural person, the final
Name ..
held beneficiary
Bahrain Mumtalakat 16322806 %65.7 Bahrain Government
Holding Company
Kuwait Flour Mills & 1732500 %7 Kuwait Flour Mills & Bakeries Company
Bakeries Company
Abdul Hamid Zainal 1527776 %6.2 Abdulhameed Zainal Mohammed Zainal
Mohammed Zainal
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CORPORATE GOVERNANCE

c. Description of how shareholders are distributed according to their respective shareholding as at

31/12/2019 as follows:

. No of Number of Shareholding %
# Shareholding (share) shareholders | shares held
1 <50,000 1685 3729352 %15.02
2 50,000 to 500,000 16 1520066 %6.12
3 500,000 to 5,000,000 2 3260276 %13.13
4 >5,000,000 16322806 %65.7

h. Description of the significant events that occurred during the year 2019.
There are no significant events during the year 2019.

11- Compliance with the provisions of the Corporate Governance Code, as follows:

Principle

Non-

Partially

compliant | Compliant

Fully
Compliant

Explanation in
case of non-
compliance

Principle 1: The Company shall be headed by
an effective, qualified and expert board.

\

Principle 2: The directors and executive
management shall have full loyalty to the
company.

\

Principle 3: The Board shall have rigorous
controls for financial audit and reporting,
internal control, and compliance with law.

Principle 4: The Company shall have effective
procedures for appointment, training, and
evaluation of the directors

Principle 5: The Company shall remunerate
directors and senior officers fairly and
responsibly.

Principle 6: The Board shall establish a clear
and efficient management structure for the
Company and define the job titles, powers,
roles and responsibilities.

Principle 7: The Company shall communicate
with shareholders, encourage their
participation, and respect their rights.

Principle 8: The Company shall disclose its
corporate governance.

Principle 10: The Board shall ensure the
integrity of the financial statements submitted
to shareholders through appointment of
external auditors.

Principle 11: The Company shall seek through
social responsibility to exercise its role as a
good citizen.

12- Any disclosures required by the regulatory authorities.

* A disclosure regarding the amendment of the Company Articles of Association pursuant to
Law No. (1) of 2018, which has been notarized and will then be published in the Official

Gazette.
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13- Disclosure of other things

a. Number and dates of meetings held by the purchasing committee during the financial year
and the number of times members attended the meetings in person.

Number of Meetings 1 2 3 4 5 6 7 8
Date of Meetings 13 22 27 3 22 29 4 8
J J M A M M A A
Name of Member Position an an ar pr ay ay e 9

Mr. Abdullatif Khalid Al Aujan Committee v *y v Vv Vv Vv Vv #y/
Chairman

Mr. Salah Mohamed Meshary Al Vise V V V #y/ X *y/ \'i \'i
Kulaib Committee
Chairman

Mr. Marwan Khalid Tabbara Committee v v v v v X */ v
Member

*Participated through the phone.

b. Number and dates of meetings held by the investments committee during the financial year
and the number of times members attended the meetings in person.

Number of Meetings 1 2
Date of Meetings 21 Apr | 27 Oct
Name of Member Position
Mr. Abdullatif Khalid Al Aujan Committee Chairman v v
Mr. Marwan Khalid Tabbara Vise Committee Chairman Vv v
Dr. Marwa Khalid Al Sabbagh Committee Member Vv Vv

)

Wy

Chairman Signature

Date: March, 2020

Official Seal of the Company
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GENERAL INFORMATION

Joining date

2018

Pervious roles / Experience

Consulting in the milling and food manufacturing industries on a national basis
in South Africa. Also working With European cereal supplier wishing to enter
African market.

Report to: Managing Director with key responsibilities for all Operational
financial performance aspects of the business, covering, the cereal processing
facility and breakfast cereal manufacturing facilities, Sales, Warehouse and
store.

Responsible for the manufacturing facilities, staffing covering a 24/7
operation, stores and high value ingredients area. Particular focus working
with customers and very specific product and brand requirements.

General Manager — responsible foe Cereal processing, procurement and
forward contracting of grain requirements, reporting directly to the
Managing Director. Profit centre responsibility contrib-uting 30% to the net
profit to the Ryvita Co. Ltd consolidated P&L.

Milling Developments Manager, responsible for technical and manufacturing
developments re-porting to the technical Director.

Qualifications / Achievements

1998-2001: University of Bournemouth, UK-Master of Business Administration
(MBA)

1992-1993: The Grain Milling Federation of South African-Maize Milling
Technical and Wheat/Flour Milling Technology.

Generated business case to create SA based Breakfast Cereal manufacturing
in or-der to reduce dependence on imports, delivering SA bottom line benefit
in excess of 29%. Presented New product line to Spar Group resulting in
National supply agreement for own label Cornflakes valued at R60 million /
annum.
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GENERAL INFORMATION

Commercial registration

1170 (Bahrain Joint Stock Company)

Board of directors

. Abdullateef Al Aujan (Chairman)

. Salah Mohamed Al Kulaib (Vice chairman)
. Afnan Rashid Al Zayani

. Abbas Abdul Mohsen Radhi

. Adel Ahmed Abdulmalik

. Marwan Khaled Tabbara

Dr. Marwa Khalid Al Sabbagh

. Ayman A. Hameed Zainal

Audit committee

. Abbas Abdul Mohsen Ahmed Radhi (Chairman) Ms.
. Afnan Rashid Al Zayani

. Adel Ahmed Abdulmalik

. Ayman A. Hameed Zainal

Corporate governance committee

. Abbas Abdul Mohsen Ahmed Radhi (Chairman) Ms.
. Afnan Rashid Al Zayani

. Adel Ahmed Abdulmalik

. Ayman A. Hameed Zainal

Nomination and remuneration committee Mr.
Mr.
Mr.

Abdullateef Al Aujan (Chairman)
Salah Mohamed Al Kulaib (Vice chairman)
Abbas Abdul Mohsen Ahmed Radhi

Dr. Marwa Khalid Al Sabbagh

Investment committee

Mr.
Mr.

Abdullateef Khalid Al Aujan (Chairman)
Marwan Khaled Tabbara (Vice chairman)

Dr. Marwa Khalid Al Sabbagh

Wheat purchasing committee

. Abdullateef Khalid Al Aujan (Chairman)
. Marwan Khaled Tabbara
. Salah Mohamed Al Kulaib

Chief executive officer

Wayne Henry Craig

Office and plant

Building No. 1773, Road No. 4236, Block No. 342

P.O. Box 26787 Manama, Kingdom of Bahrain
Telephone 17729984, Fax 17729312
E-Mail: info@bfm.bh

Bankers

BBK BSC

Ahli United Bank BSC
National Bank of Bahrain BSC
Arab Bank

NBK

Auditors

KPMG Fakhro

Shares registrar

Karvy Computershare W.L.L.
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Al-MATAHIN TEAM

Al-Matahin employees are valuable assets of the organization and the key to our success. With
a team of approximately 81 staff who are dedicated and committed to Al-Matahin values, we

work together to achieve our vision, hand in hand to ensure the continuance of food security in
our beloved kingdom.

90

80

70

BFM Team ”
2019 0

EMPLOYEES
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STAFF
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INDEPENDENT AUDITORS’ REPORT

Opinion

We have audited the accompanying financial statements of Bahrain Flour Mills Company B.S.C.
(the “Company”) which comprise the statement of financial position as at 31 December 2019, the
statements of profit or loss and comprehensive income, changes in equity and cash flows for the
year then ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2019, and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the financial statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with 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 financial statements for the year ended 31 December 2019. These matters
were

addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Completeness and accuracy of government subsidy

Refer to Note 13 to the financial statements.

Description How the matter was addressed in our audit

Our audit procedures included:

The Company’s products are subsidised by the e testing the design and operating effectiveness
government of the Kingdom of Bahrain. We of controls over the process of recognising and
focused on this matter because of significance of claiming government subsidy;

the subsidy amount representing 60% of total

income from operations, and importance of the ® assessing whether claims made by the
subsidy to the business of the Company. Company are in line with the memorandum of

understanding agreed with  Ministry of
Industry, Commerce and Tourism;

e agreeing the amount of subsidy received with
the amount approved by Ministry of Industry,
Commerce, and Tourism; and

e assessing the adequacy of the Company’s
disclosures related to government subsidy by
reference to relevant accounting standards.
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INDEPENDENT AUDITORS’ REPORT (continued)

Impairment of inventory

Refer to Note 5 to the financial statements.

Description

We focus on the this matter because:

e the Company has significant inventory
and spare parts representing 26% of the

total assets.

How the matter was addressed in our audit

Our audit procedures included:

testing the design and operating effectiveness
of controls over the process of identification of
slow moving items;

o the determination of the level of the e testing the ageing of spare parts inventory on
impairment allowance involves a sample basis;
judgement and estimation uncertainty.

e challenging the Company’s assumptions in
calculating the slow moving and obsolete
inventories;

e attending year-end inventory stock count to
observe stock count procedures and test a
sample of inventory items; and

[ ]

assessing the adequacy of the Company’s
disclosures related to provision on inventory
relevant

by reference to accounting

standards.

Other information

The board of directors is responsible for the other information. The other information comprises
the annual report but does not include the financial statements and our auditors’ report thereon.
Prior to the date of this auditors’ report, we obtained the board of directors’ report which forms
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 financial statements does not cover the other information and we do not and
will not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is
materially inconsistent with the 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 that we have obtained prior
to the date of this auditors’ 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.
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INDEPENDENT AUDITORS’ REPORT (continued)

Responsibilities of the board of directors for the financial statements

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

In preparing the financial statements, the board of directors is responsible for assessing the
Company'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 management either intends
to liquidate the Company or to cease operations, or has no realistic alternative but fo do so.

Auditors’ responsibilities for the audit of the financial statements

Our obijectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ 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 financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional

skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the 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.

e 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 Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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 Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ report to the related disclosures in the 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 auditors’ report. However, future events or
conditions may cause the Company to cease to continue as a going concern.
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INDEPENDENT AUDITORS’ REPORT (continued)

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the board of directors 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.

We also provide the board of directors with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that
were of most significance in the audit of the financial statements for the year ended 31 December
2019 and are therefore the key audit matters. We describe these matters in our auditors’ 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 regulatory requirements

1) As required by the Commercial Companies Law, we report that:

a) the Company has maintained proper accounting records and the financial statements are
in agreement therewith;

b) the financial information contained in the directors’ report is consistent with the financial
statements;

c) we are not aware of any violations during the year of the Commercial Companies Law,
or the terms of the Company’s memorandum and articles of association that would have
had a material adverse effect on the business of the Company or on its financial position;
and

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

2) As required by the Ministry of Industry, Commerce, and Tourism in their letter dated 30
January 2020 in respect of the requirements of Article 8 of Section 2 of Chapter 1 of the
Corporate Governance Code, we report that the Company has:

a) a corporate governance officer; and

b) a Board approved written guidance and procedures for corporate governance.

c)
The engagement partner on the audit resulting in this independent auditors’ report is Jaafar Al
Qubaiti.

2PMG

KPMG Fakhro
Partner Registration No. 83
28 February 2020
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STATEMENT OF FINANCIAL POSITION

as at 31 December 2019
Bahraini Dinars

2019 2018
ASSETS
Current assets
Cash and cash equivalents 2,036,677 3,056,944
Receivables and other assets 4 3,323,823 3,086,701
Inventory 5 6,673,259 6,225,023
Total current assets 12,033,759 12,368,668
Non-current assets
Investment securities o) 10,079,952 8,544,687
Property, plant and equipment 7 3,873,578 3,765,114
Total non-current assets 13,953,530 12,309,801
Total assets 25,987,289 24,678,469
EQUITY AND LIABILITIES
Current liabilities
Trade payables and other liabilities 8 3,453,295 634,867
Import finance loans 9 2,402,590 5,008,631
Total current liabilities 5,855,885 5,643,498
Non-current liabilities
Provision for employees’ indemnity 10 64,870 49,172
Total liabilities 5,920,755 5,692,670
Equity
Share capital 11 2,481,877 2,481,877
Share premium 1,350,000 1,350,000
Statutory reserve 1,241,625 1,241,625
Other reserves 3,463,628 3,463,628
Retained earnings 11,529,404 10,448,669
Total equity (page 10-11) 20,066,534 18,985,799
Total equity and liabilities 25,987,289 24,678,469

The financial statements were approved by the Board of Directors on 28 February 2020 and signed

on its behalf by:

\\\ /!/[ / / v >
{ .

&/J

Abdullatif Khalid Alujan Salah Mohamed Al Kulaib Wayne Henry Craig

Chairman Vice Chairman Chief Executive Officer

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2019

Bahraini Dinars

Note 2019 2018
Sales 7,075,011 7,097,842
Cost of sales 12 (16,039,046) (15,105,638)
Gross loss before government subsidy (8,964,035) (8,007,796)
Government subsidy 13 10,605,978 9,558,368
Gross profit 1,641,943 1,550,572
Other operating expenses 14 (1,237,097) (1,339,926)
Impairment provision on receivables 4 (94,475) (372)
Operating profit 310,371 210,274
Finance cost (77,998) (3,453)
Investment income 15 1,535,265 841,100
Other income 16 83,097 147,318
Profit for the year 1,850,735 1,195,239
Other comprehensive income for the year - -
Total comprehensive income for the year 1,850,735 1,195,239
Basic and diluted earnings per share 17 75 fils 48 fils

4 e
(\\ W /‘7/,,\../ } g & \éj

Abdullatif Khalid Alujan Salah Mohamed Al Kulaib Wayne Henry Craig

Chairman Vice Chairman Chief Executive Officer

The accompanying notes are an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2019

Dinars

Bahraini

2019

At 1 January 2019 2,481,877 1,350,000 1,241,625 3,463,628 10,448,669 18,985,799
Total
comprehensive
income for the
year - - - - 1,850,735 1,850,735
Dividends declared
for 2018 - - - - (750,000) (750,000)
Charity
contributions
approved for 2018 - - - - (20,000) (20,000)
At 31 December
2019 2,481,877 1,350,000 1,241,625 3,463,628 11,529,404 20,066,534

The accompanying notes are an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY (continued)

For the year ended 31 December 2019

Dinars

Bahraini

2018

At 31
December
2017 as
previously
reported

2,481,877

1,350,000

1,241,625

107,240

3,463,628

9,662,701

18,307,071

Impact of
8dop'ring IFRS

Restated
balance as at 1
January 2018

2,481,877

1,350,000

1,241,625

(107,240)

3,463,628

107,240

9,769,941

18,307,071

Profit and total
comprehensive
income for the

year

Dividends
declared for
2017

Charity
contributions

approved for
2017

1,195,239

(496,511)

(20,000)

1,195,239

(496,511)

(20,000)

At 31
December
2018

2,481,877

1,350,000

1,241,625

3,463,628

10,448,669

18,985,799

The accompanying notes are an integral part of these financial statements
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2019

Bahraini Dinars

Note 2019 2018
CASH FLOW FROM OPERATING ACTIVITIES
Profit for the year 1,850,735 1,195,239
Adjustments for:
Depreciation / amortisation 638,073 636,759
Write-off of property, plant and equipment - 7,815
Net change in investments at fair value through profit or loss 15 (1,535,265) (813,62
Profit on sale of property, plant and equipment - (6,590)
Finance cost 77,998 3,453
Change in working capital:
Inventories (448,236) (1,659,737
Trade and other receivables (237,122) (289,982)
Trade payables and other liabilities 2,640,895 (23,867)
Provision for employees’ indemnities 15,698 5,929
3,002,776 (944,604)
Net cash generated from / (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (540,956) (198,750)
Purchase of investment securities at fair value through profit or loss - (1,000,000)
Proceed from sale of property, plant and equipment - 6,887
Net cash used in investing activities (540,956) (1,191,863)
CASH FLOWS FROM FINANCING ACTIVITIES
Import finance loans availed 11,358,960 14,081,301
Repayment of import finance loans (13,965,001) (12,111,292)
Dividends paid (766,956) (480,358)
Finance cost paid (77,998) (3,453)
Lease liability payment (31,092) -
Net cash (used in) / generated from financing activities (3,482,087) 1,486,198
Net decrease in cash and cash equivalents during the year (1,020,267) (650,269)
CASH AND CASH EQUIVALENTS AT 1 JANUARY 3,056,944 3,707,213
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 2,036,677 3,056,944
COMPRISING
Cash on hand 729 2,417
Bank balances 2,035,948 3,054,527
2,036,677 3,056,944

The accompanying notes are an integral part of these financial statements.
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NOTES TO THE FINANCIALS STATEMENT

For the year ended 31 December 2019 Bahraini Dinars

1

b)

<)

REPORTING ENTITY

Bahrain Flour Mills Company B.S.C. (the “Company”) is a Bahraini public shareholding company
registered with the Ministry of Industry, Commerce and Tourism in the Kingdom of Bahrain under
commercial registration number 1170 obtained on 16 July 1970 and listed in Bahrain Bourse.
The Company was incorporated by an Amiri Charter dated 9 May 1970 and commenced
commercial operations on 1 May 1972.

The principal activities of the Company are the production of flour and related products which
are sold in the local market.

BASIS OF PREPARATION

Statement of compliance

The financial statements have been prepared in accordance with the International Financial
Reporting Standards (IFRS) and the Bahrain Commercial Companies Law 2001.

Basis of measurement
The financial statements have been drawn up from the accounting records of the Company under
the historical cost convention, except for investment securities which are stated at fair value.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amount of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

Estimates, assumptions and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Revisions to accounting estimates are recognised in the
period in which the estimate is revised and in any future periods affected.

Significant areas where management has used estimates, assumptions or exercised judgments
are as follows:

(i) Classification of investments

Upon acquisition of an investment, management decides whether it should be classified as
measured at amortised cost; at fair value through other comprehensive income; or at fair value
through profit or loss (FVTPL). The classification of each investment reflects Company’s business
model in relation to each investment and is subject to different accounting treatments based on
such classification.

(ii) Impairment of inventories

The Company reviews the carrying amounts of the inventories at each reporting date to
determine whether the inventories have been impaired. The Company identifies the inventories,
which have been impaired based on the age of the inventory and their estimate of the future
demand for various items in the inventory. If any impairment indication exists, the inventories
recoverable amount is estimated based on past experience and prevalent market conditions.
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NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019 Bahraini Dinars

d)

(iii) Impairment of receivables

The Company establishes provision for impairment of accounts receivables based on ‘expected
credit loss’ (“ECL”) model. The Company uses a simplified approach as allowed by the standard
to determine impairment of trade receivables.

(iv) Useful life and residual value of property, plant and equipment

The Company reviews the useful life and residual value of the property, plant and equipment
at each reporting date to determine whether an adjustment to the useful life and residual value
is required. The useful life and residual value is estimated based on the similar assets of the
industry, and future economic benefit expectations of the management.

New standards, amendments and interpretations effective from 1 January 2019
The following standards, amendments and interpretations, which became effective as of 1
January 2019, are relevant to the Company:

(i) IFRS 16 Leases

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee
recognises a right-of-use asset representing its right to use the underlying asset and a lease
liability representing its obligation to make lease payments. There are optional exemptions for

short-term leases and leases of low value items. Lessor accounting remains similar to the current
standard- i.e. lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether
an arrangement contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating
the Substance of Transactions Involving the Legal Form of a Lease. The standard is effective for
annual periods beginning on or after 1 January 2019.

As permitted by the transitional provisions of IFRS 16, the Company elected to use the modified
retrospective approach under which the cumulative effect of initial application is recognised in
retained earnings at 1 January 2019. Accordingly, the comparative information presented for
2018 is not restated - i.e. it is presented, as previously reported, under IAS 17 and related
interpretations. Additionally, the disclosure requirements in IFRS 16 have not generally been
applied to comparative information.

The details of the changes in accounting policies and impact due to adoption of this standard
has been

disclosed in note 3 (a).

Impact on the financial statements is disclosed in note 3 (iii).
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NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019 Bahraini Dinars

(ii) Other standards

The following amended standards are not expected to have a significant impact on the
Company’s financial statements:

e Long term interests in associates and joint venture (Amendments to IAS 28)
e Annual Improvements to IFRS Standards 2015-2017 Cycle — various standards

e) New standards, amendments and interpretations issued but not yet effective

A number of new standards and amendments to standards are effective for annual periods
beginning after 1 January 2019 and earlier application is permitted; however; the Company
has not early applied the following new or amended standards in preparing these financial
statements.

The following standards are not expected to have a material impact on the Company’s financial
statements in the period of initial application.

Amendments to References to Conceptual Framework in IFRS Standards
Definition of Material — Amendments to IAS 1 and IAS 8
Definition of a Business — Amendments to IFRS 3

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments to IFRS 10 and IAS 28).

3 SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements
are set below. These accounting policies have been consistently applied by the Company
and are consistent with those used in the previous year, except for changes arising from
adoption of IFRS 16 as set below.

a) Changes in accounting policies
The Company has initially adopted IFRS 16 from 01 January 2019. The details of the
changes in accounting policies are disclosed below:
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NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019 Bahraini Dinars

(i) Definition of a lease

Previously, the Company determined at contract inception whether an arrangement was or
contained a lease under IFRIC 4 'Determining whether an Arrangement contains a Lease'. The
Company now assesses whether a contract is or contains a lease based on the definition of a
lease, as explained in note 3 (f).

On transition to IFRS 16, the Company elected to apply the practical expedient to grandfather
the assessment of which transactions are leases. The Company applied IFRS 16 only to contracts
that were previously identified as leases. Contracts that were not identified as leases under IAS
17 and IFRIC 4 were not reassessed for whether there is a lease under IFRS 16. Therefore, the
definition of a lease under IFRS 16 was applied only to contracts entered into or changed on
or after 1 January 2019.

(ii) As a lessee

At commencement or on modification of a contract that contains a lease component, the
Company allocates the consideration in the contract to each lease component on the basis of its
relative stand-alone price. However, for leases of property the Company has elected not to
separate non-lease components and account for the lease and associated non-lease components
as d single lease component.

Leases classified as operating leases under IAS 17

Previously, classification under IAS 17 was based on assessment of risk and rewards. On
transition, for these leases, lease liabilities were measured at the present value of the remaining
lease payments, discounted at the Company's incremental borrowing rate as at 1 January 2019
(see Note 3 (a) (Ill)). Right-of-use assets are measured at either:

- their carrying amount as if IFRS 16 had been applied since the commencement date, discounted
using the Company's incremental borrowing rate at the date of initial application; or

- an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued
lease payments. The Company applied this approach to all its leases.

The Company has tested its right-of-use assets for impairment on the date of transition and has
concluded that there is no indication that the right-of-use assets are impaired.
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NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019 Bahraini Dinars

The Company used a number of practical expedients when applying IFRS 16 to leases
previously classified as operating leases under IAS 17. In particular, the Company:

- did not recognise right-of-use assets and liabilities for leases for which the lease term ends
within 12 months of the date of initial application;

- did not recognise right-of-use assets and liabilities for leases of low value assets;

- excluded initial direct costs from the measurement of the right-of-use asset at the date of initial
application; and

- used hindsight when determining the lease term.

(iii) Impact on financial statements

Impact on transition

On transition to IFRS 16, the Company recognised the right-of-use assets at an amount equal to
the lease. The impact from the adoption of IFRS 16 as at 1 January 2019 is set out below:

Closing balance under IAS 17 (31 December 2018) 3,765,114 634,867
Impact on remeasurements:

Right of use assets 210,959 -
Lease liabilities - 210,959

Opening balance under IFRS 16 on date of initial
application of 1 January 2019 3,976,073 845,826

When measuring lease liabilities for leases that were classified as operating leases, the
Company discounted lease payments using its weighted-average incremental borrowing rate
of 5.00% as at 1 January 2019.
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NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019 Bahraini Dinars

b)

d)

(i)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, net of
discounts, and represents amounts receivable for goods supplied or services performed. The
Company recognises revenues when the amount of revenue can be reliably measured, when it
is probable that future economic benefits will flow to the Company; and when specific criteria
has been met for each of the Company’s activities, as described below:

(i)Revenue from flour sales
Revenue is measured based on the consideration specified in a contract with customer. The
Company recognises revenue when it transfers control over goods or services to the customer.

(ii) Dividend income
Dividend income is recognized on the declaration date which is the date when the right to
receive is established.

(iii) Interest income
Interest income is recognised as it accrues, using the effective interest rate method.

Government subsidy

Government subsidy represents the amounts received from the Government of the Kingdom of
Bahrain through Ministry of Finance and National Economy, to enable the Company to sell
products at a controlled price as fixed by the Government. The subsidy is recorded on an
accrual basis and is calculated as the difference between the actual cost of wheat used for local
sales products plus an agreed rate per ton sold for all other related costs of flour sold locally,
and the tfotal local sales made during the year. This subsidy is recognised as income in the
statement of profit or loss and other comprehensive income in the period in which the sales are
made to customers.

Inventories

These are stated at the lower of cost and net realisable value. Net realisable value is the
estimated selling price in the ordinary course of business less estimated selling expenses. The
cost of the inventory is based on weighted average principle. Cost includes purchases price,
freight, custom duty and direct labour charge and other incidental costs. Where necessary,
provision is made for obsolete, slow-moving and defective inventories.

Foreign currency

Functional and presentation currency

ltems included in the financial statements of the Company are measured using the currency of
the primary economic environment in which the Company operates (‘the functional currency’).
The financial statements are presented in Bahraini Dinars, which is the Company’s presentation
currency.
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(ii) Transactions and balances

f)

Monetary assets and liabilities are translated into Bahraini Dinars at exchange rates ruling at
the reporting date. Transactions in foreign currencies during the year are converted at the rate
ruling at that time. Foreign exchange gains and losses are recognized in the statement of profit
or loss and other comprehensive income.

Leases

The Company has applied IFRS 16 using the modified retrospective approach and therefore
the comparative information has not been restated and continues to be reported under IAS
17 and IFRIC 4. The details of accounting policies under IAS 17 and IFRIC 4 are disclosed
separately.

Policy applicable from 1 January 2019

At inception of a contract, the Company assesses whether a contract is, or contains a lease. A
contract is or contains a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. To assess whether a contract conveys
the right to control the use of an identified asset, the Company uses the definition of a lease in
IFRS 16.

This policy is applied to contracts entered into, on or after 1 January 2019.

At commencement or on modification of a contract that contains a lease component, the
Company allocates the consideration in the contract to each lease component on the basis of its
relative stand-alone prices. However, for the leases of property the Company has elected not
to separate non-lease components and account for the lease and non-lease components as a
single lease component.

The Company 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, which comprises the initial amount of

the lease liability adjusted for any lease payments made at or before the commencement date
plus any initial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located. less any
lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Company by the end of the lease term or the cost of the right-of-use
asset reflects that the Company will exercise a purchase option. In that case the right-of-use
asset will be depreciated over the useful life of the underlying asset. which is determined on
the same basis as those of property and equipment. In addition. the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or if that
rate cannot be

readily determined, the Company's incremental borrowing rate. Generally, the Company uses
its incremental borrowing rate as the discount rate.
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The Company determines its incremental borrowing rate by obtaining interest rates from various

external financing sources and makes certain adjustments to reflect the terms of the lease and

type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

- amounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Company is reasonably certain to
exercise, lease payments in an optional renewal period if the Company is reasonably
certain to exercise an extension option, and penalties for early termination of a lease unless
the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in an index
or rate, if there is a change in the Company's estimate of the amount expected to be payable
under a residual value guarantee, if the Company changes its assessment of whether it will
exercise a purchase, extension or termination option or if there is a revised in-substance fixed
lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset or is recorded in profit or loss if the carrying amount
of the right-of-use asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property
in property, plant and equipment' and lease liabilities in 'trade payables and other liabilities'
in the statement of financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of
low-value assets and short-term leases. The Company recognises the lease payments associated
with these leases as an expense on a straight-line basis over the lease term.

Policy applicable before 1 January 2019
For contracts entered into before 01 January 2019, the Company determined whether the

arrangement was or contained a lease based on the assessment of whether:

- fulfilment of the arrangement was dependent on the use of specific assets or assets; and

- the arrangement had conveyed a right to use the asset. An arrangement conveyed the right
to use the asset if one of the following was met:

- the purchaser had the ability or right to operate the asset while obtaining or controlling
more than an insignificant amount of the output;

- the purchaser had the ability or right to control physical access to the asset while obtaining
or controlling more than an insignificant amount of the output; or

- facts and circumstances indicated that it was remote that other parties would take more
than an insignificant amount of the output, and the price per unit was neither fixed per unit
of output nor equal to the current market price per unit of output.
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As a lessee
Payments for operating lease contracts are recorded as expenses in the statement of profit or
loss and other comprehensive income according to the terms of these contracts.

g) Financial instruments

Financial assets and liabilities comprise all assets and liabilities reflected in the statement of
financial position, although excluding investments in subsidiaries, equity accounted associated
companies and joint ventures, employee benefit accruals, pre -payments and taxation payable.
(i) Initial recognition and measurement

The Company recognises financial assets and liabilities in the statement of financial position when,
and only when, the Company becomes party to the contractual provisions of the instrument.

Financial instruments are classified at inception into one of the following categories, which then
determine the subsequent measurement methodology.

Financial assets are classified into one of the following three categories:-

* Financial assets at amortised cost;

* Financial assets at fair value through other comprehensive income (FYTOCI);

* Financial assets at fair value through the profit or loss (FVTPL)

Financial liabilities are classified into one of the following two categories:-

* Financial liabilities at amortised cost;

* Financial liabilities at fair value through the profit or loss (FVTPL)

Financial assets are initially recognised at fair value, including transaction costs that are directly
attributable to the acquisition of the financial asset except transaction costs on financial
instruments measured at FVTPL are not included in the amount at which the instrument is initially
measured; instead, they are immediately recognised in profit or loss. Financial liabilities are
initially recognised at fair value, representing the proceeds received net of premiums, discounts
and transaction costs that are directly attributable to the financial liability.

All regular way purchases and sales of listed/ quoted financial assets and liabilities classified
as FVTPL are recognised on the trade date, i.e. the date on which Company becomes party to
the contractual provisions of the investments.

All regular way purchases and sales of other financial assets and liabilities are recognised on
the settlement date, i.e. the date on which the asset or liability is received from or delivered to
the counterparty.

Regular way purchases or sales are purchases or sales of financial assets that require delivery
within the time frame generally established by regulation or convention in the market place.
(ii) Subsequent measurement

Subsequent to initial measurement, financial assets and liabilities are measured at either
amortised cost or fair value. The classification and the basis for measurement are subject to the

Company’s business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets, as detailed below:-

Al Matahin - Annual Report 2019 46



NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019 Bahraini Dinars

Financial assets are measured at amortised cost using the effective interest rate method if:-

1) the assets are held within a business model whose obijective is to hold assets in order to
collect contractual cash flows; and
2) the contractual terms of the financial assets give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

If the objective of the business model is to both hold to collect and sell debt instrument, it is
classified at fair value through other comprehensive income.

If either of these two classification criteria is not met, the financial assets are classified and
measured at fair value, either through the profit or loss (FVTPL) or through other comprehensive
income (FVTOCI).

Additionally, even if a financial asset meets the amortised cost criteria, the entity may choose to
designate the financial asset at FVTPL. Such an election is irrevocable and applicable only if the
FVTPL classification significantly reduces a measurement or recognition inconsistency.

Financial assets at fair value through other comprehensive income (FVTOCI)

At initial recognition, the Company can make an irrevocable election to classify an equity
investment that is not held for trading as FYTOCI.

For this purpose, a financial asset is deemed to be held for trading if the equity investment meets
any of the following conditions:-

i) it has been acquired principally for the purpose of selling in the near term;

ii) on initial recognition, it is part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent actual pattern of short-term
profitability; or

iii) it is a derivative and not designated and effective as a hedging instrument or a financial
guarantee.

The irrevocable election is on an instrument-by-instrument basis. If an equity investment is
designated as FVTOCI, all gains and losses, except for dividend income, are recognised in other
comprehensive income and are not subsequently included in the statement of income.

Financial assets at fair value through the profit or loss (FVTPL)

Financial assets not otherwise classified above are classified and measured as FVTPL and
changes therein, including any interest or dividend income, are recognized in the profit or loss.
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Financial liabilities at amortised cost

All financial liabilities, other than those classified and measured as financial liabilities at FVTPL,
are classified as financial liabilities at amortised cost and are measured at amortised cost using
the effective interest rate method as described in note (ii) above.

Financial liabilities at fair value through the profit or loss

Financial liabilities not otherwise classified above are classified as financial liabilities at FVTPL.
This classification includes derivatives that are liabilities measured at fair value.

(iii) Derecognition of financial assets and liabilities

Financial assets are derecognised and removed from the statement of financial position when
the right to receive cash flows from the assets has expired; the Company has transferred its
contractual right to receive the cash flows from the assets, and substantially all the risks and
rewards of ownership; or where control is not retained. Financial liabilities are derecognised
and removed from the statement of financial position when the obligation is discharged,
cancelled, or expires.

(iv) Fair value measurement

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

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

If there is no quoted price in an active market, then the Company uses valuation techniques that
maximise the use of relevant observable inputs and minimise the use of unobservable inputs. The
chosen valuation technique incorporates all of the factors that market participants would take
into account in pricing a transaction.

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

If an asset or a liability measured at fair value has a bid price and an ask price, then the
Company measures assets and long positions at a bid price and liabilities and short positions at
an ask price. If the bid-ask spread for a specific asset or liability is wide, then the Company uses
the price within the bid-ask spread that is most representative of fair value in the circumstances.

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit
risk that are managed by the Company on the basis of the net exposure to either market or
credit risk are measured on the basis of a price that would be received to sell a net long position
(or paid to transfer a net short position) for a particular risk exposure. Those portfolio-level
adjustments are allocated to the individual assets and liabilities on the basis of the relative risk
adjustment of each of the individual instruments in the portfolio.

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

h) Impairment of financial assets

The Company recognises loss allowance for ECL on financial assets measured at amortized cost.
Loss allowance for trade receivables is measured at an amount equal to lifetime ECLs.
Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised
cost are credit-impaired. A financial asset is ‘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;

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

- 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.

Presentation of allowance for ECL in the statement of financial position

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

Trade and other receivables

Trade and other receivables are initially measured at fair value and subsequently carried
at amortised cost less provision for impairment.
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i) Property, plant and equipment

Property, plant and equipment held for operational purposes are carried at cost less
accumulated depreciation and any impairment losses. The cost of the property, plant and
equipment includes the cost of bringing them to their present location and condition. Direct
costs are capitalized until assets are ready for use. Capital work-in-progress comprises the
cost of assets that are not yet ready for their intended use as at the reporting date. The cost
of additions and major improvements are capitalised.

(i) Subsequent cost
The Company recognises in the carrying amount of an item of property, plant and equipment,
and the cost of replacing part of such an item when that cost is incurred if it is probable that
the future economic benefits embodied with the item will flow to the Company and the cost
of the item can be measured reliably. All other costs are recognised in profit or loss as an
expense as incurred.

(ii) Depreciation
Depreciation is charged to profit or loss on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and equipment as follows:

Building (on leased land) 20 years

Plant and machinery 10 years

Capital spares 10 years

Motor vehicles 4- 10 years

Furniture and office equipment 2-5 years
Right-of-use assets Over the period of the lease

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at
each reporting date. When an item under property, plant and equipment is sold or
discarded, the respective cost and accumulated depreciation relating thereto are eliminated
from the statement of financial position, the resulting gain or loss being recognized in
statement of profit or loss and other comprehensive income.
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k)

Treasury shares

When share capital of the Company is repurchased, the amount of consideration paid is
recognized as a change in equity. Repurchased shares classified as treasury shares are
carried at cost and are presented as a deduction from equity.

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

m) Statutory reserve

n)

P)

In accordance with the Bahrain Commercial Companies Law 2001, 10% of the net profit is
appropriated to a statutory reserve, until it reaches 50% of the paid-up share capital. This
reserve is distributable only in accordance with the provisions of the law.

Employee benefits

(i) Bahraini employees

Pension rights (and other social benefits) for Bahraini employees are covered by the Social
Insurance Organisation scheme to which employees and employers contribute monthly on a
fixed-percentage-of-salaries basis. The Company’s share of contributions to this funded
scheme, which is a defined contribution scheme under IAS 19, is recognised as an expense in
profit or loss.

(ii) Expatriate employees

Employees are entitled to leaving indemnities payable under the Bahraini Labour Law for
the Private Sector, based on length of service and final salary. Provision for this, which is
unfunded, and which represents a defined benefit plan under International Accounting
Standard 19 — Employee Benefits has been made by calculating the notional liability had
all employees left at the reporting date.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and bank balances and deposits with
original maturity of 90 days or less and are subject to insignificant risk of changes in their
fair value.

Trade payables and other liabilities
Trade payables and other liabilities are recognised initially at fair value and subsequently
measured at amortized cost using the effective interest method.
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q) Import finance loans

r)

s)

1)

Import finance loans are recognised initially at the proceeds received as borrowings, net of
transaction costs incurred. In subsequent periods, these are stated at amortised cost using the
effective interest method. Any differences between proceeds (net of transaction costs) and
the redemption value is recognised in the statement of profit or loss and other comprehensive
income over the period of the borrowings.

Board members’ remuneration

Board members’ remuneration is recognized in the statement of profit or loss and other
comprehensive income on an accrual basis.

Provisions

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

Impairment of non-financial assets:

The carrying amount of the Company’s assets or its cash generating unit, other than financial

assets, are reviewed at each reporting date to determine whether there is any indication

of

impairment. A cash generating unit is the smallest identifiable asset group that generates cash
flows that largely are independent from other asset and groups. If any such indication exists,
the asset's recoverable amount is estimated. The recoverable amount of an asset or a cash
generating unit is the greater of its value in use or fair value less costs to sell. An impairment
loss is recognised whenever the carrying amount of an asset or its cash generating unit exceeds
its estimated recoverable amount. Impairment losses are recognised in the statement of profit
or loss and other comprehensive income. Impairment losses are reversed only if there is an
indication that the impairment loss may no longer exist and there has been a change in the

estimates used to determine the recoverable amount.
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4 RECEIVABLES AND OTHER ASSETS 2019 2018
Trade receivables 190,389 180,382
Subsidy receivable 3,016,138 2,722,276
Advances to suppliers 159,178 170,512
Others 52,965 13,903

3,418,670 3,087,073
Less: Provision for impairment (94,847) (372)
3,323,823 3,086,701
The movements on provision for impairment is as follows: 2019 2018
At 1 January 372 769
Charge for the year 94,475 372
Write-off during the year - (769)
94,847 372
5 INVENTORY 2019 2018
Wheat in silos 2,837,622 5,013,334
Wheat in transit 2,682,134 8,151
Finished goods 534,021 501,864
Packing materials 126,808 110,981
Spare parts and consumables 949,342 925,351
7,129,927 6,559,681
Less: provision for obsolete and slow moving inventories (456,668) (334,658)
6,673,259 6,225,023
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The movement on provision for obsolete and slow moving inventories is as follows:

2019 2018
At 1 January 334,658 292,154
Charges for the year 122,010 42,504
Released during the year - -
At 31 December 456,668 334,658
6 Investment securities 2019 2018
Managed funds at fair value through profit or loss 10,079,952 8,544,687
10,079,952 8,544,687
Movements:

At beginning of the year 8,544,687 6,731,064
Additions - 1,000,000
Change in fair value 1,535,265 813,623
At 31 December 10,079,952 8,544,687
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7 PROPERTY, PLANT AND EQUIPMENT

Buildings Plant, Motor Furniture Capital Right-of-use 2019 2018
assets
Machinery vehicles and office Work-in- Total Total
and equipment progress
capital spares
Cost

At beginning of -1 17,54591 17,522,48
year 8,758,252 7,807,983 160,458 819,222 - 5 0
Additions 20,233 98,825 - 8,570 413,328 210,959 751,915 198,750
Spare parts usage - (10,324) - - - - (10,324) (167,500)
Write-off - - - - - - - (7,815)
At 31 December 8,778,485 7,896,484 160,458 827,792 413,328 210,959 | 18,287,50 17,545,91
6 5

Depreciation

At beginning of 6,240,315 6,702,411 106,209 731,866 - - (13,780,801 13,311,542
year
Charge for the
year:
- Cost of sales 236,751 277,492 8,444 21,508 29,255 573,450 596,692
- Others 8,834 2,823 3,627 23,911 - 25,428 64,623 40,067
Spare parts usage - (4,946) - - - - (4,946) (167,500)
At 31 December 6,485,900 6,977,780 | 118,280 777,285 - 54,683 | 14,413,92 13,780,80
8 1
Net carrying value
at 31 December
2019 2,292,585 918,704 42,178 50,507 413,328 156,276 | 3,873,578 3,765,114
At 31 December
2018 2,517,937 1,105,572 54,249 87,356 - 3,765,114
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The land at Mina Salman on which the mill was built is leased by the Company from the
Government of Kingdom of Bahrain.

8 TRADE PAYABLES AND OTHER LIABILITIES 2019 2018
Trade payables 2,717,341 70,413
Dividends payable 252,201 269,157
Accrued expenses and other payables 274,957 290,731
Lease liability 188,463 -
VAT payable 18,283 -
Advance from customers 2,050 4,566
3,453,295 634,867

9 IMPORT FINANCE LOANS

Import finance loans are used to import wheat, unsecured and generally repayable within 90 to
180 days. Movement during the year as follows:

2019 2018
At 1 January 5,008,631 3,038,622
Loans availed during the year 11,358,960 14,081,301
Loans repaid during the year (13,965,001) (12,111,292)
At 31 December 2,402,590 5,008,631
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10 PROVISION FOR EMPLOYEES’ LEAVING INDEMNITY

The Company's contributions in respect of non-Bahraini employee as per Bahrain Labor Law for

2019 amounted to BD 64,870 (2018: BD 49,172).

The movement in the provision for employees’ leaving indemnity was as follows:

2019 2018
Provision at beginning of the year 49,172 43,243
Charge during the year 16,685 14,011
Paid during the year (987) (8,082)
At 31 December 64,870 49,172
11 SHARE CAPITAL 2019 2018
Authorised: 100 million shares
Issued and fully paid: 24,832,500 shares of 100 fils each 2,483,250 2,483,250
6,930 treasury shares (2018: 6,930 shares) (1,373) (1,373)
Net shares in public issue 2,481,877 2,481,877
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11 SHARE CAPITAL (continued)

Performance per share 2019 2018

Earnings per 100 fils share 75 fils 48 fils
Net asset value per 100 fils share 811 fils 765 fils
Stock Exchange price per 100 fils share at 31 December 320 fils 350 fils
Stock Exchange price to earnings ratio 4:1 7:1
Total market capitalisation at 31 December (BD) 7,946,400 8,691,375

Additional information on shareholding pattern

(i) Names and nationalities of the major shareholders and the number of equity shares held in
which they have an interest on 5% or more of outstanding shares as at 31 December 2019:

Nationality No. of shares % holding

Bahrain Mumtalakat Holding Company B.S.C. (c) Bahraini 16,322,806 65.73
Kuwait Flour Mills and Bakeries Company K.S.C. Kuwaiti 1,848,000 7.45
Abdulhameed Zainal Mohammed Bahraini 1,527,776 6.15

(i) The Company has only one class of equity shares and the holders of these shares have equal
voting rights.

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

Categories* Number of Number of % of total
Shares shareholders outstanding
shares
Less than 1% 5,001,930 1,699 20.14%
1% up to less than 5% 247488 1 1.00%
5% up to less than 10% 3,375,776 2 13.59%

10% up to less than 20% - - -
20% up to less than 50% - -
50% and above 16,207,306 1 65.27%

24,832,500 1,703 100%

*Expressed as a percentage of total shares of the Company.
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12 COST OF SALES 2019 2018
Raw materials 13,860,537 12,844,101
Staff cost 731,094 777,450
Depreciation (note 7) 573,450 596,692
Packing materials 245,47 4 218,520
Maintenance, repairs and utilities 331,384 331,946
Others 297,107 336,929

16,039,046 15,105,638

NOTES TO THE FINANCIALS STATEMENT
For the year ended 31 December 2019

Bahraini Dinars

13 GOVERNMENT SUBSIDY

Government subsidy is calculated as the difference between the actual cost of wheat purchased
and used for local sales products plus BD 31 per ton (2018: BD 31 per ton) sold for all other related
costs of flour sold locally, and the total local sales made during the year. The following table shows

the details of Government subsidy:

2019 2018
Actual cost of wheat purchased and used 13,751,282 12,807,667
Plus: BD 31 per ton of wheat products sold locally 3,826,100 3,894,034
17,577,382 16,701,701
Less: Gross sales subject to subsidy (6,971,404) (7,143,333)
10,605,978 9,558,368

Quantity sold during the year was 124,325 tons (2018: 125,614 tons)

14 OTHER OPERATING EXPENSES 2019 2018
Staff cost 657,987 761,955
General and administrative expenses 204,241 293,258
Depreciation (note 7) 64,623 40,067
Board of directors remunerations 60,000 60,000
Professional fees 116,514 51,231
Other 133,732 133,415
1,237,097 1,339,926
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15 INVESTMENT INCOME 2019 2018
Dividends income - 27,477
Net change in fair value of investment securities 1,535,265 813,623
1,535,265 841,100

16 OTHER INCOME 2019 2018
Delivery income 11,731 9,172
Income from shipments claims 34,449 30,829
Service income - 19,664
Bank interest 13,994 54,552
Others 22,923 33,101
83,097 147,318

17 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit for the year by the weighted
average number of equity shares outstanding during the year ended 31 December 2019 as

follows:
2019
Profit for the year 1,850,735
24,832,50
Weighted average number of equity shares in issue 0
Basic and diluted earnings per share 75 fils

2018

1,195,23
9

24,832,5
00

48 fils

Diluted earnings per share is the same as basic earnings per share as the Company has no

instruments convertible into ordinary shares that would dilute earnings per share.
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18 SEGMENTAL ANALYSIS

A segment is a distinguishable component of the Company that is engaged either in providing
products or services (business segment) or in providing products or services within a particular
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segment. The Company’s current activities are primarily the production of flour and
related products which are sold in the local market. The revenue, expenses and results are reviewed
only at a Company level and therefore no separate operating segment results and related
disclosures are provided in these financial statements.

19 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial and operating decisions.
Related parties include entities over which the Company exercises significant influence, major
shareholders, directors and key management personnel of the Company.

a) Transactions and balances with related parties

2019 2018
i) Statement of financial position Relationship
Affiliate of 488,203 3,102,371
Import finance loans parent
Affiliate of 1,873 44,601
Accrued interest on import finance loans parent
490,076 3,146,972
2019 2018
i) Statement of profit or loss and other Relationship
comprehensive income
Affiliate of
Interest on import finance loans parent 37,359 34,467
Affiliate of 6,832
Other operating expenses parent 6,248
43,607 41,299
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b) Transactions with key management personnel
Key management personnel of the Company comprise of the Board of Directors and key
members of management having authority and responsibility for planning, directing and
controlling the activities of the Company. The key management personnel compensation is as

follows:
2019 2018
Board of Directors' remunerations 60,000 60,000
Directors' setting fees 83,050 122,000
Other board of directors’ expenses 16,612 20,231
Salaries and other benefits 130,599 196,590
Total compensation 290,261 398,821

20 FINANCIAL INSTRUMENTS - RISK MANAGEMENT AND FAIR VALUES
Financial instruments consist of financial assets and financial liabilities.

Financial assets of the Company include cash and bank balances, receivables and investment
securities

Financial liabilities of the Company include payables and import finance loans.
a) Risk management:

The Company has exposure to the following risks from the use of financial instruments:
e Credit risk
e Liquidity risk
e Market risk

This note presents information about the Company’s exposure to each of the above risks, the
Company’s objectives, policies and processes for measuring and managing risks. Further
quantitative disclosures are included throughout these financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the

Company’s risk management framework. Day to day monitoring of the Company’s activities and
risks is performed by the Board Committees and the Chief Executive Officer.
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The Company’s risk management policies are established to identify and analyse the risks faced
by the Company, to set appropriate risk limits and controls, and to monitor risks and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Company’s activities.

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss.

The Company seeks to limit its credit risk with respect to customers by means of the following
policies:

. Credit risk is actively managed and rigorously monitored in accordance with well-defined
credit policies and procedures laid down by the Company.

o Credit review procedures are designed to identify at an early stage exposure, which require
more detailed monitoring and review.

o Cash is placed with banks with good credit ratings.

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

2019 2018
Bank balances 2,035,948 3,054,527
Receivable and other assets 3,111,680 2,908,852
5,147,628 5,963,379

The maximum exposure to credit risk from receivables at the reporting date by segment was:

2019 2018
Government 2,921,663 2,722,124
Non-government 190,017 186,728
3,111,680 2,908,852

The Company does not hold any collateral against the above receivables.
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The ageing of receivables at the reporting date was:

Neither past due nor impaired 1,025,242 - 1,086,223 -

Past due not impaired:

Past due 1-30 days 828,436 - 860,805 -
Past due 31-90 days 881,594 - 866,457 -
Past due 91-120 days 92,400 - 4,813 -
Over 120 days - - 90,554 -

Past due and impaired:

Over 120 days 378,855 94,847 372 372

3,206,527 94,847 2,909,224 372

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

Liquidity requirements are monitored on a daily basis and the management ensures that sufficient
funds are available to meet any future commitments. In the normal course of business, the Company
does not resort to borrowings but has the ability to raise funds from banks at short notice.
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The following are the contractual maturities of financial liabilities:

Carrying Oupto3 3uptoé6 ©6months Tupto5 over 5
value months months uptol years yeadrs
year

2019

Trade payables and 3,012,631 3,012,631
other liabilities - - -

Import finance loans 2,402,590 1,925,628 476,962 - -
Dividend payable 252,201 252,201 - - -

5,667,422 5,190,460 476,962 - -

Carrying Oupto3 3uptob 6months Tuptoh over 5
value months months up to 1 years years
year

2018

Trade payables and 365,710 365,710
other liabilities - -

Import finance loans 5,008,631 3,457,445 1,551,186 - -
Dividend payable 269,157 269,157 - - -

5,643,498 4,092,312 1,551,186 - -
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Market risk is the risk that that changes in market prices will affect the Company’s income or the
value of its financial instruments; whether those changes are caused by factors specific to the

individual security or its issuer or factors affecting all investments traded in the market.

The Company is exposed to market risk with respect to its investments.

Interest rate risk is the risk that the Company's earnings will be affected as a result of fluctuations
in the value of financial instruments due to changes in market interest rates.

b) Classification and fair values of financial instruments

The fair values of financial assets and liabilities, together with the carrying amounts shown at the

reporting date, are as follows:

2019

Cash and cash balances
Receivable and other assets

Investment securities

Trade payables and other liabilities
Import finance loans

Dividends payable

FVTPL Amortised cost  Total carrying
amount
- 2,036,677 2,036,677
- 3,154,227 3,154,227
10,079,952 - 10,079,952
10,079,952 5,190,904 15,270,856
- 3,201,094 3,201,094
- 2,402,590 2,402,590
- 252,201 252,201
- 5,855,885 5,855,885
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2018 FVTPL Amortised cost Total carrying
amount

Cash and bank balances - 3,056,944 3,056,944
Receivable and other assets - 2,908,852 2,908,852
Investment securities 8,544,687 - 8,544,687
8,544,687 5,965,796 14,510,483
Trade payables and other liabilities - 365,710 365,710
Import finance loans - 5,008,631 5,008,631
Dividends payable - 269,157 269,157
- 5,643,498 5,643,498

Fair value hierarchy

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

The Company measures fair value using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements:

Level 1 quoted prices (unadijusted) in active markets for identical assets and liabilities.

Level 2 inputs other than quoted prices included within Level 1 that are observable either
(i.e. as prices) or indirectly (i.e. derived from prices). This category includes
instruments valued using: quoted market prices in active markets for similar instruments;
quoted prices for identical or similar instruments in markets that are considered less than
active; or other valuation techniques in which all significant inputs are directly or indirectly

[ ]
[ ]

directly

observable from market data.
[ ]

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

This hierarchy requires the use of observable market data when available. The Company considers
relevant and observable market prices in its valuations where possible.

2019

Level 1 Level 2 Level 3 Total
Investment securities at fair value
through profit or loss:
Managed funds 10,079,952 - - 10,079,952
10,079,952 - - 10,079,952
2018 Level 1 Level 2 Level 3 Total
Investment securities at fair value through
profit or loss:
Managed funds 8,544,687 - - 8,544,687
8,544,687 - - 8,544,687

There were no transfers between the levels during the year. The Company has not disclosed the
fair value for other financial instruments because their carrying amounts are a reasonable
approximation of fair values.

Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The Board of Directors
monitors the return on capital, which the Company defines as total shareholders’ equity and the
level of dividends to shareholders.
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There were no changes in the Company’s approach to capital management during the year. The
Company is not subject to externally imposed capital requirements.

21 PROPOSED APPROPRIATIONS AND DIVIDENDS

The Board of Directors have proposed the following appropriations for the year which will be
submitted for formal approval at the annual general meeting:

2019 2018
Cash dividends 248,256 750,000
Charity contribution 20,000 20,000
Transfer to retained earnings 1,582,479 425,239

2018 appropriations are as per approval of the AGM on 27 March 2019.

22 COMPARATIVES

Certain prior year amounts have been regrouped to conform to the presentation in the current year.

Such regroupings did not affect previously reported profit and total comprehensive income for the
year or total equity.
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