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Highlights

BHD 18.2 million
to support Bahraini 
individuals

BHD 40.1 million
to support businesses 
and institutions

BHD 19.4 million
for unemployment 
insurance

In 2017, Tamkeen had served more than 165,000 customers; more than 
120,000 Bahraini individuals and 45,000 enterprises.

BHD 94.5 million
LMRA fee income

BHD 108.2 million
total expenditure

Financial statements for the financial year ended December 31, 2017 3



Report on the Audit of the 
Financial Statements 

Opinion

We have audited the accompanying  
financial statements of Labour 
Fund – (the Fund) – which comprise 
the statement of financial position 
as of December 31, 2017 and the 
related statement of activities, 
statement of changes in fund 
balance and statement of cash 
flows for the financial year then 
ended and notes to the financial 
statements including a summary of 
significant accounting policies. 

In our opinion, the accompanying 
financial statements present fairly, 
in all material respects, the financial 
position of the Fund as of December 
31, 2017 and of its financial 
performance and its cash flows 
for the financial year then ended, 
in accordance with International 
Financial Reporting Standards. 

Basis of 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 Fund 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. 

Emphasis of matter

We would like to draw the attention 
to (Note– 1) on the financial 
statements, which indicate that 
a Royal Decree No 33 of 2015 
was issued on October 7, 2015 for 
the cancellation of High Council 
for Vocational Training and its all 
relevant Councils and transfer of  
its tasks and powers to the Labour 
Fund. Therefore, all the assets 
and liabilities of the council (and 
its relevant councils) have been 
transferred to the accounts of the 
Labour Fund as of March 31, 2016. 
Our opinion is not qualified in 
respect of this matter.

Responsibilities of Management 
and Those Charged with 
Governance for the Financial 
S t a te m e n t s 

Management is responsible for the 
preparation and fair presentation 
of the financial statements in 
accordance with IFRSs, and for such 
internal control as management 
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, management is 
responsible for assessing the 
Fund’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 Fund 

or to cease operations, or has no 
realistic alternative but to do so. 

Those charged with governance 
are responsible for overseeing the 
Fund’s financial reporting process. 

Auditor’s Responsibilities for the 
Audit of the Financial Statements 

Our objectives 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 auditor’s 
report that includes our opinion. 
Reasonable assurance is a high 
level of assurance, but is not a 
guarantee that an audit conducted 
in accordance with ISAs will always 
detect a material misstatement 
when it exists. Misstatements can 
arise from fraud or error and are 
considered material if, individually 
or in the aggregate, they could 
reasonably be expected to influence 
the economic decisions of users 
taken on the basis of these financial 
statements. 

As part of an audit in accordance 
with ISAs, we exercise professional 
judgment and maintain professional 
skepticism throughout the audit. 
We also: 

·	 Identify and assess the risks 
of material misstatement in 
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 

Independent Auditor’s Report
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misstatement resulting from 
fraud is higher than for 
one resulting from error, as 
fraud may involve collusion, 
forgery, intentional omissions, 
misrepresentations, or the 
override of internal control. 

·	 Obtain an understanding 
of internal control relevant 
to the audit in order to 
design audit procedures 
that are appropriate in the 
circumstances, but not for 
the purpose of expressing an 
opinion on the effectiveness 
of the Fund internal control. 

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

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

continue as a going concern. 

·	 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 
presentat ion. 

We communicate with the Fund’s 
Audit Committee 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.

Report on Other Legal and 
Regulatory Requirements

Furthermore, in our opinion, proper 
books of account have been kept 
by the Fund and physical count 
was conducted in accordance 
with recognized practice. We have 
obtained the information and 
explanations that we required for 
the purpose of our audit and the 
financial statements incorporate 
the information that is required 
by the Article No. (6) of Law No. 
57 as of August 2006 regarding 
the establishment of the Fund. 
According to the information 
available to us, there were no 
violations occurred in regard to 
Article No. (6) of Law No. 57 as 
of August 2006 regarding the 
establishment of the Fund during 
the financial year ended December 
31,2017 that might have had a 
material effect on the Fund’s 
activities or its financial position, 

except that a Royal Decree was 
issued on March 5, 2018 to appoint 
new board members, which led to 
the following:

·	 The meeting of Board of 
Directors has not been held 
before that date, due to the 
incomplete quorum.

·	 Before that date the Board 
of Directors could not carry 
out its tasks and powers 
stipulated in Article No. (6) of 
Law No. 57 as of August 2006, 
regarding the establishment 
of the Labour Fund. 

Hikmat Mukhaimer 
Partner’s registration No. 147 
Rödl Middle East 
International Accountants 
Manama – Kingdom of Bahrain

April 11, 2018
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Notes 2017 2016

Assets 

Non-current assets:

Properties and furniture 4 2,833,698 2,964,109

Current assets:

Due from related parties 5 (a) 15,764,819 7,442,191

Other receivables 6 710,622 9,334,717

Term deposits 7 67,007,897 -

Cash and cash equivalents 8 18,616,393 90,952,284

Total current assets 102,099,731 107,729,192

Total assets 104,933,429 110,693,301

Fund balance and liabilities  

Fund balance:

General reserve 9 14,305,510 14,305,510

Projects’ fund balance 74,621,763 86,566,866

Total fund balance 88,927,273 100,872,376

Liabilities:

Current liabilities:

Due to related parties 5 (b) 4,153,379 2,080,370

Accounts payable and accruals 10 11,852,777 7,740,555

Total current liabilities 16,006,156 9,820,925

Total fund balance and liabilities 104,933,429 110,693,301

These financial statements have been approved by the Board of Directors and authorized for issue on April 11, 
2018 and signed on their behalf by:

 

The accompanying notes form an integral part of these financial statements.

Statement of financial position as of December 31, 2017
“All amounts are in Bahraini Dinar”

Mohammed Bin Essa Al- Khalifa 
Chairman

Dr. Ebrahim Janahi 
Chief Executive
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Notes 2017 2016

Revenues:

Fees income 11 94,532,402 93,867,123

Other income 12 1,769,912 1,086,162

Total revenues 96,302,314 94,953,285

Expenditures:

Projects costs 13 62,736,914 42,110,656

Unemployment insurance subscriptions 14 19,390,837 18,621,352

Salaries, benefits and other remunerations 15 11,964,158 7,684,882

General and administrative expenses 16 3,722,727 4,371,860

Advertising and marketing expenses 1,947,061 1,170,365

Depreciation expense 4 403,181 359,344

Training expense 124,395 162,863

Impairment loss on doubtful debts 7,958,144 -

Total expenditures 108,247,417 74,481,322

(Deficit)/surplus of revenues over expenditures for the year 
transferred to projects’ fund balance (11,945,103) 20,471,963

The accompanying notes form an integral part of these financial statements.

Statement of activities for the year ended December 31, 2017
“All amounts are in Bahraini Dinar”

Mohammed Bin Essa Al- Khalifa 
Chairman

Dr. Ebrahim Janahi 
Chief Executive
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General 
Reserve

Projects’ 
Fund balance

Total

Balance at January 1, 2016 12,258,314 23,035,989 35,294,303

Transferred from HCVT (and its relevant councils) (Note – 1) - 40,645,600 40,645,600

Credit balances transferred from HCVT (and its relevant 
councils) - written off - 3,890,369 3,890,369

Amendments of transferred balances from HCVT (and its 
relevant councils) (Note – 1) - 570,141 570,141

Surplus of revenues over expenditures for the year - 20,471,963 20,471,963

Transfer to the general reserve 2,047,196 (2,047,196) -

Balance at December 31, 2016 14,305,510 86,566,866 100,872,376

Balance at January 1, 2017 14,305,510 86,566,866 100,872,376

(Deficit) / surplus of revenues over expenditures for the year - (11,945,103) (11,945,103)

Balance at December 31, 2017 14,305,510 74,621,763 88,927,273

The accompanying notes form an integral part of these financial statements.

Statement of changes in fund balance for the year ended December 31, 2017
“All amounts are in Bahraini Dinar”
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2017 2016

Cash flows from operating activities:

(Deficit) / surplus of revenues over expenditures for the year (11,945,103) 20,471,963

Adjustments:

Depreciation 403,181 359,344

Profit income (1,768,652) (1,081,112)

Impairment loss on doubtful debts 7,958,144 -

Loss on disposal of properties and furniture 4,182 -

(5,348,248) 19,750,195

Changes in operating assets and liabilities:

Other receivables 866,242 2,160,747

Due from related parties (8,288,838) (242,191)

Due to related parties 2,073,009 (13,976)

Accounts payable and accruals 4,212,541 (4,779,463)

Postponed cheques – HCVT (and its relevant councils) (3,990,688) (1,418,295)

Credit balances transferred from HCVT (and its relevant councils) – written 
off 3,890,369 3,890,369

Net cash (used in)/generated from operating activities (6,585,613) 19,347,386

Cash flows from investing activities:

Purchase of properties and furniture (279,573) (290,959)

Proceeds from sale of properties and furniture 2,621 -

Term deposits (67,007,897) -

Profit income received 1,534,571 901,908

Net cash (used in) / generated from investing activities (65,750,278) 610,949

Net (decrease)/increase in cash and cash equivalents (72,335,891) 19,958,335

Cash and cash equivalents at the beginning of the year 90,952,284 34,234,471

Cash transferred from HCVT (and its relevant councils)  - 36,759,478

Cash and cash equivalents at the end of the year (Note 8) 18,616,393 90,952,284

The accompanying notes form an integral part of these financial statements.

Statement of cash flows for the year ended December 31, 2017
“All amounts are in Bahraini Dinar”
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1. General Information:

The Labour Fund (the Fund) was established, in accordance with Law No. 57 (2006) issued on August 12, 2006, 
as a legal entity having a financial independence and administrative support and entitled to all the privileges 
given to other ministries, public institutions and other government entities in the Kingdom of Bahrain. 

The operations of the Fund were fully managed by the Economic Development Board (EDB) until December 
31, 2006. All the costs were being incurred by the EDB on behalf of the Fund from the budget allocated 
to the Fund until this date. From January 1, 2007, the Fund was operationally separated from the EDB and 
commenced its operations independently. 

The Fund aims to increase the efficiency and productivity of Bahraini labour, supporting the national economy, 
developing the private sector and creating new suitable job opportunities for Bahrainis in the Kingdom of 
Bahrain.

On October 7, 2015 Royal Decree No. 33 of 2015 was issued to discontinue the High Council for Vocational 
Training (and its all relevant Councils) and transfer its specialties and duties to the Labour Fund and therefore, 
all the assets, liabilities of the council (and its all relevant Councils) have been transferred to the Fund accounts 
as of March 31, 2016.

A Royal Decree No. 14 of year 2018 was issued on March 5, 2018 to appoint new board members, their 
membership expires on January 15, 2019 which led to the following:

• The meeting of Board of Directors has not been held before that date, due to the incomplete quorum.

• Before that date the Board of Directors could not carry out its tasks and authorities stipulated in Article 
No. (6) of Law No. 57 of year 2006, regarding the establishment of the Labour Fund. 

2. Application of new and revised International Financial Reporting Standards (IFRSs)

01. New amendments that are mandatorily effective for the current year:

In the current year, the Fund has applied a number of amendments to IFRSs issued by the International 
Accounting Standards Board (IASB) that are mandatorily effective for an accounting period that begins on or 
after January 1, 2017:

• Amendments to IAS 7 “Disclosure Initiative” 

The amendments require the entities to provide disclosures that enable users of financial statements to 
evaluate changes in liabilities arising from financing activities, including both cash and non-cash changes. 
The amendments apply prospectively, entities are not required to present comparative information for earlier 
periods when they first apply the amendments. 

• Amendments to IFRS 12 included in the Annual Improvements Cycle 

The Annual Improvements Cycle includes amendments to a number of IFRSs, one of which is effective for 
annual periods beginning on or after January 1, 2017, that is the amendment to IFRS 12. 

IFRS 12 states that the entities need not provide summarized financial information for interests in subsidiaries, 
associates or joint ventures that are classified (or included in a disposal group that is classified) as held for sale. 
The amendments clarify that this is the only concession from the disclosure requirements of IFRS 12 for such 
interests.  

The application of these amendments has had no effect on the Fund’s financial statements as none of the 
Fund’s interests in these entities are classified, or included in a disposal group that is classified, as held for sale.

Notes to the financial statements for the year ended December 31, 2017
“All amounts are in Bahraini Dinar unless otherwise stated”
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02. New and revised IFRSs in issue but not yet effective:

The Fund has not applied the following new and revised IFRSs that have been issued but are not yet effective:

IFRS 9     Financial instruments 

IFRS 15     Revenue from Contracts with Customers 

IFRS 16     Leases

Amendments to IFRS 2 Classification and Measurement of Share-based Payment 
Transactions  

Amendments to IFRS 10 and IAS 28 Sale or contribution of assets between an investor and its associate 
or joint venture

Amendments to IAS 40   Transfers of investment property 

• IFRS 9: “Financial Instruments”

The IASB issued IFRS 9 ‘Financial Instruments’ in its final form in July 2014 and is effective for annual periods 
beginning on or after January 1, 2018 with permission to early adoption. IFRS 9 sets out the requirements 
for recognizing and measuring financial assets, financial liabilities and some contracts to buy or sell non- 
financial assets, impairment of financial assets and hedge accounting. This standard replaces IAS 39 Financial 
Instruments: Recognition and Measurement. 

i. Classification and measurement 

The adoption of this standard will have an effect on the classification and measurement of the Fund’s financial 
assets but is not expected to have a significant impact on the classification and measurement of financial 
liabilities. The classification and measurement of financial assets will depend on how these are managed (the 
entity’s business model) and their contractual cash flow characteristics. These factors determine whether the 
financial assets are measured at amortised cost, fair value through statement of activities.

Notes to the financial statements for the year ended December 31, 2017
“All amounts are in Bahraini Dinar unless otherwise stated”
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ii. Impairment of financial assets 

The impairment requirements apply to financial assets measured at amortised cost, fair value through other 
comprehensive income, and lease receivables and certain loan commitments and financial guarantee contracts. 
At initial recognition, allowance is required for expected credit losses (‘ECL’) resulting from default events that 
are possible within the next 12 months (’12-month ECL’). In the event of a significant increase in credit risk, 
allowance is required for ECL resulting from all possible default events over the expected life of the financial 
instrument (‘lifetime ECL’). 

Financial assets where 12-month ECL is recognised are considered to be ‘stage 1’; financial assets which are 
considered to have experienced a significant increase in credit risk are in ‘stage 2’; and financial assets for 
which there is objective evidence of impairment so are considered to be in default or otherwise credit impaired 
are in ‘stage 3’. 

The assessment of whether credit risk has increased significantly since initial recognition is performed for 
each reporting period by considering the change in the risk of default occurring over the remaining life of the 
financial instrument, rather than by considering an increase in ECL. 

The assessment of credit risk and the estimation of ECL are required to be unbiased and probability-weighted, 
and should incorporate all available information which is relevant to the assessment including information 
about past events, current conditions and reasonable and supportable forecasts of economic conditions at 
the reporting date. In addition, the estimation of ECL should take into account the time value of money. As a 
result, the recognition and measurement of impairment is intended to be more forward-looking than under IAS 
39 and the resulting impairment charge will tend to be more volatile. 

The Fund is in the process of evaluating the impact of IFRS 9, but the management does not expect any 
significant effect on adoption of this standard.

• IFRS 15: Revenue from Contracts with customers 

IFRS 15 was issued by IASB on May 28, 2014, effective for annual periods beginning on or after January 1, 
2018. IFRS 15 supersedes IAS 11 Construction Contracts and IAS 18 Revenue along with related IFRIC 13, IFRIC 
15, IFRIC 18 and SIC 31 from the effective date. This new standard removes inconsistencies and weaknesses in 
previous revenue recognition requirements, provides a more robust framework for addressing revenue issues 
and improves comparability of revenue recognition practices across entities, industries, jurisdictions and 
capital markets. 

The Fund is in the process of evaluating the impact of IFRS 15 but does not expect any significant effect on 
adoption of this standard. 

• IFRS 16: Leases 

In January 2016, the IASB issued IFRS 16 ‘Leases’ with an effective date of annual periods beginning on or 
after January 1, 2019. IFRS 16 results in lessees accounting for most leases within the scope of the standard in 
a manner similar to the way in which finance leases are currently accounted for under IAS 17 ‘Leases’. Lessees 
will recognise a ‘right of use’ asset and a corresponding financial liability on the balance sheet. The asset 
will be amortised over the length of the lease and the financial liability measured at amortised cost. Lessor 
accounting remains substantially the same as in IAS 17. 

The Fund is in the process of evaluating the impact of IFRS 16 on the Fund’s financial statements.

• Amendments to IFRS 2: Classification and Measurement of Share-based Payment Transactions

The amendments clarify the following:

Notes to the financial statements for the year ended December 31, 2017
“All amounts are in Bahraini Dinar unless otherwise stated”
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1. In estimating the fair value of a cash-settled share-based payment, the accounting for the effects of 
vesting and non-vesting conditions should follow the same approach as for equity-settled share-based 
payments.

2. A modification of a share-based payment that changes the transaction from cash-settled to equity-settled 
should be accounted for as follows:

(i) the original liability is derecognized;

(ii) the equity-settled share-based payment is recognized at the modification date fair value of the equity 
instrument granted to the extent that services have been rendered up to the modification date; and

(iii) any difference between the carrying amount of the liability at the modification date and the amount 
recognized in equity should be recognised in profit or loss immediately.

The amendments are effective for annual reporting periods beginning on or after January 1, 2018 with earlier 
application permitted. Specific transition provisions apply. 

The Fund’s management do not anticipate that there will be a significant impact on the Fund’s financial 
statements as the Fund does not have any cash-settled share-based payment arrangements.

• Amendments to IFRS 10 and IAS 28: sale or contribution of Assets between an investor and its associate 
or joint venture  

The amendments to IFRS 10 and IAS 28 deal with situations where there is a sale or contribution of assets 
between an investor and its associate or joint venture. Specifically, the amendments state that gains or losses 
resulting from the loss of control of a subsidiary that does not contain a business in a transaction with an 
associate or a joint venture that is accounted for using the equity method, are recognised in the parent’s profit 
or loss only to the extent of the unrelated investors’ interests in that associate or joint venture. The effective 
date of the amendments has yet to be set by the IASB; however, earlier application of the amendments is 
permitted. 

The Fund’s management anticipates that the application of these amendments may have an impact on the 
Fund’s financial statements in future periods when these transactions arise. 

• Amendments to IAS 40: Transfers of Investment Property

The amendments clarify that a transfer to, or from, investment property necessitates an assessment of whether 
a property meets, or has ceased to meet, the definition of investment property, supported by observable 
evidence that a change in use has occurred. The amendments further clarify that situations other than the 
ones listed in IAS 40 may evidence a change in use, and that a change in use is possible for properties under 
construction.

The amendments are effective for annual periods beginning on or after January 1, 2018 with earlier application 
permitted. 

The Fund’s management does not anticipate that the application of these amendments may have an impact 
on the Fund’s financial statements as the fund doesn’t have investment properties.

Notes to the financial statements for the year ended December 31, 2017
“All amounts are in Bahraini Dinar unless otherwise stated”
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3. Significant Accounting Policies

The significant accounting policies applied in the preparation of financial statements are set out below: 

01. Basis of preparation of the financial statements 

 – The financial statements are prepared in accordance with International Financial Reporting Standards 
(IFRS) issued by the International Accounting Standards Boards (IASB) and interpretations issued by the 
International Financial Reporting Interpretations Committee (IFRIC) and the requirements of Decree Law 
No. 57 of the year 2006.

 – The accounting policies used in preparation of the financial statements are consistent with those used in 
preparation of the financial statements of the previous year. 

 – The financial statements are prepared under the historical cost convention, using the accrual principle. The 
financial statements are prepared in Bahraini Dinar.

 – The preparation of financial statements in conformity with IFRS requires management to make estimates 
and assumptions that may affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and contingent liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. It also requires management to exercise its judgment 
in the process of applying the accounting policies. The areas involving a high degree of judgment or 
complexity or areas where assumptions and estimates are significant to these financial statements are 
disclosed in note (3/2).

02. Critical accounting judgments and key sources of estimation uncertainty

The preparation of financial statements in conformity with IFRS requires management to make estimates and 
assumptions that may affect amounts reported in these financial statements, as actual results could differ from 
these estimates. It also requires management to exercise its judgment in the process of applying the Fund’s 
accounting policies. Judgments and estimates that are significant to the financial statements are shown below:

Judgments 

Contingent liabilities/liabilities 

Contingent liabilities arise from past events whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the control of the entity. Provisions for 
liabilities are recorded when a loss is considered probable and can be reasonably estimated. The determination 
of whether or not a provision should be recorded for any contingent liabilities is based on management’s 
judgment.

Impairment of financial assets

The Fund’s management reviews periodically items classified as “loans and receivables” to assess whether 
a provision for impairment should be recorded in the statement of activities. Management estimates the 
amount and timing of future cash flows when determining the level of provisions required. Such estimates are 
necessarily based on assumptions about several factors involving varying degrees of judgment and uncertainty.

Key sources of estimation uncertainty

Impairment of tangible assets and useful lives

The Fund’s management tests annually whether tangible assets have suffered impairment in accordance with 
accounting policies stated in note 3. The recoverable amount of an asset is determined based on value-in-
use method. This method uses estimated cash flow projections over the estimated useful life of the asset 
discounted using market rates. 

The Fund’s management determines the useful lives and related depreciation charge. The depreciation charge 
for the year will change significantly if actual life is different from the estimated useful life of the asset.

Notes to the financial statements for the year ended December 31, 2017
“All amounts are in Bahraini Dinar unless otherwise stated”
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03. Recognition and de-recognition of financial assets and liabilities

A financial asset or a financial liability is recognized when the Fund becomes a party to the contractual terms 
of the financial instrument. An asset is derecognized either when the contractual rights to the cash flows from 
the financial asset expire or the Fund has transferred substantially all the risks and rewards of ownership or 
does not transfer or retain all the risks and rewards of ownership and no longer controls the asset. A financial 
liability shall not be achieved when the obligation specified under the contract is discharged or canceled or 
expires.

04. Financial liabilities/equity 

Financial liabilities “other than at fair value through profit or loss” are subsequently measured and carried at 
amortized cost using the effective yield method. Equity interests are classified as financial liabilities if there is 
a contractual obligation to deliver cash or another financial asset.

05. Cash and cash equivalents

Cash and cash equivalents for the purpose of preparing the statement of cash flows comprise cash on hand 
and at banks and short term bank deposits with a maturity period not exceeding three months from the date 
of deposit.

06. Receivables

Receivables are stated at their nominal value, less the allowance for any doubtful debts. 

07. Impairment of financial assets

The carrying amount of the Fund’s financial assets is reviewed at the statement of financial position date to 
determine whether there is any objective evidence of impairment. If such evidence is available, the recoverable 
amount of the asset is estimated and the impairment loss is recognized in statement of activities when the 
carrying amount of the asset exceeds its recoverable amount as follows:

• For assets carried at fair value impairment is the difference between cost and fair value.

• For assets carried at cost impairment is the difference between cost and future cash flow deducted at the 
current market rate for a similar financial asset return.

Impairment losses recognized in prior years are derecognized as income in the statement of activities in the 
event that there is evidence that the impairment loss previously recognized no longer exists or has decreased.

08. Properties and furniture

Property and equipments are stated at cost less accumulated depreciation. The recoverable value of property 
and equipment are reviewed at the financial position date. If the recoverable value for property and equipments 
decrease from the book value, the book value is written down to the recoverable value. If the useful lives are 
different from its estimated lives then the useful lives are adjusted from the beginning of the year in which the 
change occurred without going into retroactively.

Notes to the financial statements for the year ended December 31, 2017
“All amounts are in Bahraini Dinar unless otherwise stated”
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Gains or losses on disposal of properties and furniture are recognized in the statement of activities by the 
difference between the net realizable value and net book value.

Property and equipments are depreciated to their residual value using the straight line method over their 
estimated useful lives to allocate their depreciable amounts as follows: 

Buildings   20 years
Motor Vehicles  4 years
Furniture & Fixtures  5 years
Computers   3 years

09. Impairment of non-financial assets

At each financial position date, “The Fund” reviews the carrying amounts of its non-financial assets to 
determine whether there is objective evidence that those assets have suffered from impairment in value. If any 
such evidence exists, the recoverable amount of the assets is estimated. The impairment losses are recognized 
in the statement of activities when the carrying amount of assets exceeds its recoverable value.

Reversal of impairment losses in value that were recognized in prior years are recognized as revenue in the 
statement of income when there is an indication that the impairment losses, recognized for the asset no longer 
exist or has decreased.

10. Payables

Payables are stated at nominal value.

11. Employees’ Benefits

For Bahraini employees, the Fund makes contributions to the Social Insurance Organization calculated as a 
percentage of the employees’ salaries.  The Fund’s obligations are limited to these contributions, which are 
expensed when due.

The entitlement to leave pay is based upon the terms of employment contracts with the employees and length 
of service. The expected costs of these benefits are accrued at the end of each reporting date period and 
carried forward until they are utilized. 

12. Revenue Recognition

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

Fees and other income

Fees and other income are recognized when the Fund’s right to receive such fees and income is established.

Profit income

Profit income is accrued on a time basis, according to the principal outstanding and at the applicable effective 
profit rate.

Notes to the financial statements for the year ended December 31, 2017
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13. Provisions

A provision is recognized when the Fund has a present obligation (legal or constructive) as a result of a past 
event that may require an outflow of resources included in the economic benefits to settle the obligation and 
a reliable estimate of the amount of the obligation can be made. Provisions are reviewed at each financial 
position date and adjusted to show best current estimate.

14. Foreign currencies

The base currency used for the Fund is “Bahraini Dinar” and therefore the financial statements are presented in 
Bahraini Dinars. Transactions in foreign currencies are translated into Bahraini Dinars at the average exchange 
rate prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies 
are translated into Bahraini Dinars at rates of exchange ruling at the statement of financial position date. 
Foreign exchange differences are recognized in statement of activities.

15. Contingent liabilities and assets 

Contingent liabilities are not recognized in the financial statements. They are disclosed unless the possibility 
of an outflow of resources embodying economic benefits is remote, contingent asset is not recognized in the 
financial statements but disclosed when an inflow of economic benefits is probable.

Notes to the financial statements for the year ended December 31, 2017
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4. Properties and Furniture:

Lands and 
buildings

Motor 
vehicles

Furniture 
and 

fixtures Computers

Projects 
under   

progress   Total

Cost:

Balance at January 1, 2017 2,400,000 13,090 1,585,551 858,857 - 4,857,498

Additions - - 15,776 59,554 204,243 279,573

Disposals - - - (26,434) - (26,434)

Balance at December 31, 2017 2,400,000 13,090 1,601,327 891,977 204,243 5,110,637

Accumulated Depreciation: 

Balance at January 1, 2017 318,750 7,907 917,331 649,401 - 1,893,389

Charged for the year 51,000 2,033 222,316 127,832 - 403,181

Disposals - - - (19,631) - (19,631)

Balance at December 31, 2017 369,750 9,940 1,139,647 757,602 - 2,276,939

Nets Book Value:

Balance at December 31, 2017 2,030,250 3,150 461,680 134,375 204,243 2,833,698

Balance at December 31, 2016 2,081,250 5,183 668,220 209,456 - 2,964,109
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5. Related Parties

Government related entities are disclosed under related parties because the government itself has control or 
joint control of, or significant influence over, both the Fund and the other entities.

a. Balances due from related parties consist of:

2017 2016

Ministry of Finance 831,000 831,000

Ministry of Labour 600,700 600,700

1,431,700 1,431,700

Allowance for doubtful receivables (1,431,700) (1,431,700)

Labour Market Regulatory Authority (LMRA) 
(share of fees income) 15,731,029 7,442,191

Bahrain Development Bank 33,790 -

15,764,819 7,442,191

Due from LMRA represents the outstanding balance of share of fees income (Note – 5(c)). 

b. Balances due to related parties consist of:

2017 2016

Social Insurance Organisation (Note 14) 3,277,409 1,537,341

Labour Market Regulatory Authority  (LMRA) 277,014 327,044

Information Affairs Authority 8,308 8,326

Bahrain Telecommunications Company (Batelco) 8,275 31,934

Electricity and Water Authority 2,646 -

Bahrain International Circuit 5,000 5,000

Supreme Council for Women - 10,000

Bahrain Authority for Culture & Antiquites 10,000 -

Bapco 610 1,777

Bahrain Development Bank - 149,948

Bahrain Institute of Banking & Finance (BIBF) 564,117 -

Bahrain Radio & Television - 4,000

University of Bahrain - 5,000

4,153,379 2,080,370
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c. The following major transactions with related parties are included in statement of activities:

2017 2016

Labour Market Regulatory Authority (Share of fees income) 94,532,402 93,867,123

Social Insurance Organization  (Note -14) (20,404,887) (18,621,352)

Bahrain Development Bank (5,226,445) (4,526,383)

BAPCO (3,523) (23,823)

King Hamad University Hospital (1,682,507) (155,914)

Bahrain Polytechnic (10,566) (3,248)

Labour Market Regulatory Authority (Share of credit card & collections fees) (1,106,961) (1,304,643)

BATELCO (189,556) (166,340)

Electricity and Water Authority (18,653) (14,715)

Bahrain International Circuit (86,515) (94,633)

Supreme Council for Women (25,000) (10,000)

Bahrain Authority for Culture & Antiquites (809,488) (10,000)

d. Salaries and allowances to management personnel during the year are as follows:

2017 2016

Salaries 739,370 338,420

739,370 338,420

6. Other Receivables:

2017 2016

Prepaid expenses 65,325 154,534

Accrued profit income 409,710 209,419

Deposits with the projects executives - 613,435

Other receivables 3,747 11,772

Companies training Subscription - HCVT (and its relevant councils) 14,154,910 14,316,815

14,633,692 15,305,975

Provision for doubtful debts - HCVT (and its relevant councils) (13,923,070) (5,971,258)

710,622 9,334,717

During year 2016 debit balances transferred from HCVT (and its relevant councils) based on a Royal Decree 
(Note – 1) have been eliminated from the  statement of cash flows as it’s a non-cash transaction.
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7. Term Deposits

This item represents the value of term deposits with local banks with maturity terms more than Three months 
from the deposit date and the average profit rate on these deposits range from 2.25 % to 3.7 % as of December 
31, 2017. These deposits have been reserved to offset the project commitments which fall due within a year or 
more from the financial position date as illustrated in note (17 - A).

8. Cash and Cash Equivalents

2017 2016

Cash on hand 500 500

Current accounts with banks 3,177,735 12,050,435

Call accounts with banks 14,396,340 18,599,283

Murabaha and Wakala contracts 1,041,818 60,302,066

18,616,393 90,952,284

Call accounts with banks earn profit at market rate of 1.8% per annum (2016: 1.6% per annum).

Murabaha and Wakala contracts are deposits with local Islamic banks, with maturity periods doesn’t exceeds 
three months from the date of deposits and earn profit at market profit rate of 0.5% per annum (2016: 2% 
per annum). 

9. General reserve 

10% from surplus of revenues over expenditures for each year is transferred to the general reserve. There are 
no restrictions over the utilization of the general reserve. 

10. Accounts payable and accruals 

2017 2016

Accounts payable 436,356 744,834

Accrued expenses 9,908,346 5,427,096

Accruals for employee benefits 1,232,155 1,192,386

Accruals for Board of Directors’ remuneration and Committee  
meetings 72,000 72,000

Companies reimbursements – HCVT (and its relevant councils) 203,920 4,194,608

Credit balances transferred from – HCVT (and its relevant councils) – 
written off - (3,890,369)

 11,852,777 7,740,555

Accounts payable represents amounts payable for various projects under progress as of the reporting date.
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11. Fee Income

Fee income represents the Fund’s eligibility to 80% share of fees collected as the following:

• From private sector employers for the issuance of work permits and their renewal;

• Agencies and recruitment offices permits; 

• Monthly fees of BD 10 for each foreign employee working in the Kingdom of Bahrain. In 2013, the monthly 
fee income was changed by Law to reflect BD 5 per employee for the first five employees and BD 10 for 
each additional employee.

12. Other Income

2017 2016

Profit income* 1,768,652 1,081,112

Revenue from tender documents 1,260 5,050

1,769,912 1,086,162

*Profit income relates to accounts with banks and Murabaha and Wakala contracts.
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13. Project Costs

2017 2016

Enterprise Support Program 17,761,050 11,791,757

Finance Support Scheme 8,329,036 7,797,286

Professional Certification Scheme 4,480,940 4,101,083

Training levy – BIBF 2,215,044 2,175,718

Enterprise Development Program 218,244 2,062,000

Career Progression Program 492,478 1,951,470

Bahrain Shopping Festival 1,233,647 1,579,230

Medical Financing Program 1,571,390 1,494,312

Labor Market Observatory 341,746 854,366

Support of Big Institutions - AL Moayed Group 207,745 787,160

Training program in the health care sector 400,000 638,000

Funding program for pilot training 28,767 548,186

Cloud Computing Business Expansion Program 753,785 493,368

Youth City Program 2030 - (2016) -   391,800

Bachelor of Nursing - Royal University of Surgeons 12,000 388,714

Basic Skills Training Program 3,200,093 386,790

Business Incubators Program 320,063 344,746

Contemporary Art Exhibition 182,884 286,166

Master of Public Administration - Institute of Public Administration 300,000 240,000

ZAYANI IMERYS for smelting metals 73,053 220,565

Citibank Employment Support Program 117,385 206,859 

Summer Program of the Ministry of the Interior at the Police Academy for 
Emerging Education (2016) 2,017 195,183 

Practical training program for pilots 519,580 195,130 

Bachelor of General Nursing Program - King Hamad University Hospital 1,142,980 180,960 

Wage support and training 8,137,176 175,282 

Accounting Software 126,850 172,950 

Project of employment and training in health specialties at King Hamad 
University Hospital 399,367 155,914 

Medical Financing Program 1,182,299  (298,995)

Specific Council Programs - Specialized Programs by Sector 6,480 140,587 

Royal Medical Services - Bahrain Defense Force (74,230) 139,828 

Bahrain Entrepreneurship Award 436,006 135,533 

Enable productivity calculator tool -   135,000 

Bell Racing Helmets International -   133,679 

Support Bahraini institutions participating in the exhibition 694 126,239 

Training project in the field of aircraft maintenance engineering 4,202 123,952 
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13. Project Costs (Continued)

2017 2016

Alba Employment and Training Program -   120,767 

Empowering the best project plan for students (projects 2 & 3) 8,577 120,160 

Bahraini talent development program in the hospitality sector - Western and Le 
Meridien 2,657 118,252 

Bachelor of Nursing General Program - Bahrain Defense Force Hospital -   117,432 

Project of recruitment and training in financial accounting -   106,100 

Al Basta Market Fourth  Year -   100,000 

Capacity Building Project - National Qualifications Framework -   100,000 

Bahrain Farmers Support Program 14,770 83,201 

Ajyal Program for Entrepreneurship and Leadership -    (9,516)

Creative Merchant Project “+973” 10,680 69,000 

Foodcorp LLC 292,865 53,235 

Bahrain Fishermen Support Program (360) 52,775 

Program to strengthen the ethics of work for school students 82,337 51,927 

Al Basta Market Fifth Year 50,000 50,000 

Project link for employment and training 12,957 46,892 

Staging Advisory Services Program -   45,544 

Flight training program to build graduates’ abilities 118,688 44,508 

Arab Youth Entrepreneurship Competition -   37,723 

Customer Recruitment and Training Program - Invita Call Center 6,250 32,500 

Employment and Training Project for Bahraini Graduates Lawyers 14,910 31,581 

Aircraft Recruitment and Training Project 67,500 30,000 

Graphic Design Professionals -   27,136 

Injaz 2016-2021 49,900 25,900 

Employment Support Program 42,321 24,809 

Support the performance of education and training -    (1,259)

Legal Sector Support Program 133,684 24,514 

Employment & Training Project for Airbus A320 - Gulf Aviation Academy 11,310 24,505 

Professional Leadership Skills Program -   17,100 

Gulf customers experience 59,463 15,472 

Specific Council Programs – Scholarships 24,152 14,795 

IT Finance Program 2,101 14,700 

The Global Talent Program 75,275 12,634 

Business Orientation Program from Mowgli 10,460 12,597 
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13. Project Costs (Continued)

2017 2016

Bahrain Talents Development Program - Sofitel -   11,790 

Support for troubled companies 1,026 (9,100)

Employment and training program for the automotive industry 9,999 8,133 

Batelco internship program 66,594 7,090 

Support Bahraini institutions participating in the exhibition -   6,913 

International Employment Program 36,532 5,970 

Youth City Program 2030 - (2015) -   3,378 

Bahrain Polytechnic Training Program 9,066 3,248 

The Kaizen Program -   2,632 

Nasser Center for Vocational Rehabilitation and Training 2,788 2,000 

Professional Certification Program in Human Resources -   1,800 

Empowering the best student project plan (my project 4) 177,089 1,000 

BDB - F.S. & Pre Seed Capital Scheme 3,091 -   

Customised Employment Schemes 180,000 -   

The Art Workshop 15,000 -   

Bahrain Fiber Glass (BFG) - Industry 4.0 111,934 -   

Hotels Performance Dashboard 39,440 -   

Tamkeen Support for Bahrain Pavilion @ GITEX 2017 170,491 -   

Soft Loan Subsidy Initiative 314,182 -   

Taqdeer 1,107,437 -   

MYS - HHSK Initiatives 2017 50,000 -   

BACA - Ta’a Al Shabab 2016 25,000 -   

Audiovisual Experience 254,488 -   

Permanent Tent at Arad Fort 480,000 -   

The Spirit of Bahrain 78,460 -   

Flat 6 and Intellect Resources Management 313,400 -   

Plus 973 Phase III 66,000 -   

HCVT - Training Reimbursement 10,579 -   

HCVT - On the Job Training 8,496 -   

The Nest 2016 (Al Rewaq Art Space) 180,000 -   

Consultancy Development Program (CDP) by Newton Consult 212,530 -   

Internship Scheme for People with Special Intellectual Needs - Alia For Early 
Intervention 57,200 -   

Al Watan News Paper - Internship Training Program 116,760 -   

Shaikh Ebrahim Centre 330,000 -   

MIA-Tamkeen Media Training Program 318,708 -   

MKF Rayaat Training Support 7,200 -   

Yokogawa Bahrain Graduates Engineers Training Programme 4,080 -   
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13. Project Costs (Continued)

2017 2016

MOI Summer Program - Police Academy 2017 250,798 -   

Youth City Program 2030 – 2017 402,800 -   

MYS - Youth Colors 51,146 -   

Skills Bahrain II 92,599 -   

ARTBAB 2017 – 2020 625,000 -   

Northern Governorate Summer Camp 13,233 -   

UNITAR Multilateral Diplomacy Programme 19,604 -   

Yokogawa Automation Engineering - PHASE 2 166,304 -   

Employment and Training Program BDF 152,455 -   

Employment and Training Program with KHUH 390,400 -   

BIPA National Leadership Programme 163,905 -   

MOI Heavy Vehicles Driving License 11,568 -   

Serco Air Traffic Controllers and Engineers Training and Employment Program 351,974 -   

Graduate Training Program with Bahrain Airport Co. “Tahleeq2” 52,290 -   

EO Accelerator Program 22,000 -   

62,736,914 42,110,656

14. Unemployment Insurance Subscriptions 

2017 2016

Unemployment insurance subscriptions 19,390,837 18,621,352

As stipulated in the Unemployment Law promulgated in Decree 87 of 2006, the Fund should contribute 
1% unemployment subscriptions to the Social Insurance Organization on behalf of the private sectors 
employers. The amount payable as of December 31, 2017 amounted to BD 3,277,409 (2016: 1,537,341) (Note 
5 - b).

15. Salaries, Benefits and Other Remunerations 

2017 2016

Salaries 5,023,408 4,647,691

Staff allowances 4,440,179 994,709

Social insurance contributions 1,014,050 865,176

Interest on employees’ loans 20,007 30,605

Transport allowances 337,370 291,930

Social allowances 296,500 251,950

Medical insurance 669,566 461,015

 Telephone and communications 163,078 141,806

11,964,158 7,684,882
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16. General and Administrative Expenses

2017 2016

Business consulting, legal and professional fees 541,934 605,310

Communication expenses 372,007 268,824

Feasibility studies and research - P&D 90,696 18,060

LMRA credit cards collection fees (Note 5 - c) 1,106,961 1,304,643

Training partner monitoring agency - 9,670

Rentals and utilities 713,267 802,132

Maintenance expenses 218,679 294,876

Information technology system 169,124 74,244

High Council for Vocational Training (and its related councils) 179,244 564,715

Other miscellaneous expenses 330,815 429,386

3,722,727 4,371,860

17. Commitments and Contingent Liability:

A) Commitments: 2017 2016

Individual support projects 91,926,056 41,113,041

Business support projects 21,895,986 52,364,232

113,822,042 93,477,273

The above commitments are due as follows:

Within one year 53,623,351 33,095,899

From one to five years 60,198,691 60,381,374

113,822,042 93,477,273

The above commitments were calculated based on the management’s best estimates, considering the 
expected expenditures on various projects.

B) Contingent liabilities: 2017 2016

Financing guarantees 260,900,000 230,000,000

Pursuant to the memorandum of understanding dated July 18, 2007, Ithmaar Bank of Bahrain B.S.C. agreed to 
grant financing facilities to the companies supported by the Fund to the extent of BD 12.5 million (December 
31, 2016: BD 12.5 million), of which the Fund agreed to guarantee up to 80% of the value of all outstanding 
amounts due to the bank under the above facilities. The Fund’s liability under this guarantee is limited to BD 
10 million (December 31, 2016: BD 10 million) and will automatically be reduced by any amount paid under this 
guarantee.

According to the agreement dated July 28, 2015, the Ithmaar Bank of Bahrain B.S.C agreed to grant financing 
facilities to the companies supported by the Fund to the extent of up to BD 10 million (December 31, 2016: 
BD 10 million), of which the Fund agreed to guarantee up to 50% of the value of all outstanding amounts 
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due to the bank under the above facilities. The Fund’s liability under this guarantee is limited to BD 5 million 
(December 31, 2016: BD 5 million) and will be reduced by 50% of any amounts paid by the beneficiary in 
accordance with this guarantee. 

According to the agreement dated May 28, 2008 and the subsequent amendment dated March 22, 2017 the 
Bahrain Development Bank B.S.C. agreed to grant financing facilities to the small and medium sized companies 
supported by the Fund to the extent of BD 243.8 million (December 31, 2016: BD 222 million), of which the 
Fund agreed to guarantee up to 50% of the value of all outstanding amounts due to the bank under the above 
facilities. The Fund’s liability under this guarantee is limited to BD 121.9 million (December 31, 2016: BD 111 
million) and will be reduced by 50% of any amounts paid by the beneficiary in accordance with this guarantee.

According to the agreement dated January 19, 2010 and subsequent amendment on September 10, 2017 the 
Bahrain Islamic Bank B.S.C. agreed to grant financing facilities to the companies supported by the Fund to the 
extent of BD 70 million (December 31, 2016: BD 60 million), of which the Fund agreed to guarantee up to 50% 
of the value of all outstanding amounts due to the bank under the above facilities. The Fund’s liability under 
this guarantee is limited to BD 35 million (December 31, 2016: BD 30 million) and will be reduced by 50% of 
any amounts paid by the beneficiary in accordance with this guarantee. 

According to the agreement dated January 2, 2017, Al Salam Bank B.S.C and the Bank Muscat International 
B.S.C. agreed to grant financing facilities to the companies supported by the Fund to the extent of BD 58 
million, of which the Fund agreed to guarantee up to 50% of the value of all outstanding amounts due to the 
bank under the above facilities. The Fund’s liability under this guarantee is limited to BD 29 million and will be 
reduced by 50% of any amounts paid by the beneficiary in accordance with this guarantee. 

According to the agreement dated October 18, 2011, and the subsequent amendment on February 16, 2017, 
the Khaleeji Commercial Bank B.S.C agreed to grant financing facilities to the companies supported by the 
Fund to the extent of BD 50 million (December 31, 2016: BD 35 million), out of which the Fund agreed to 
guarantee up to 50% of the value of all outstanding amounts due to the bank under the above facilities. The 
Fund’s liability under this guarantee is limited to BD 25 million (December 31, 2016: BD 17.5 million) and will be 
reduced by 50% of any amounts paid by the beneficiary in accordance with this guarantee. 

According to the agreement dated August 28, 2011, and subsequent amendment on July 28, 2016, the Kuwait 
Finance House B.S.C agreed to grant financing facilities to the companies supported by the Fund to the extent 
of BD 30 million (December 31, 2016: BD 30 million), of which the Fund agreed to guarantee up to 50% of 
the value of all outstanding amounts due to the bank under the above facilities. The Fund’s liability under this 
guarantee is limited to BD 15 million (December 31, 2016: BD 15 million) and will be reduced by 50% of any 
amounts paid by the beneficiary in accordance with this guarantee.

According to the agreement dated February 9, 2015, and subsequent amendment on March 22, 2017, Al Baraka 
Islamic Bank agreed to grant financing facilities, to the companies supported by the Fund to the extent of BD 
40 million (December 31, 2016: BD 20 million), of which the Fund agreed to guarantee up to 50% of the value 
of all outstanding amounts due to the Bank under the above facilities. The Fund’s liability under this guarantee 
is limited to BD 20 million (December 31, 2016: BD 10 million) and will be reduced by 50% of any amount paid 
by the beneficiary in accordance with this guarantee.
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18. Financial Instruments: 

• Capital risk management

The Fund’s objectives when managing capital are to safeguard the Fund’s ability to continue as a going 
concern in order to provide benefits for stakeholders.

The capital structure of the Fund consists of general reserve and projects’ fund balance. The Fund is debt free 
at the financial statements date.

• Significant accounting policies

Significant accounting policies and methods adopted, including the criteria for recognition, basis of 
measurement, and the basis on which income and expenses are recognised in respect of each class of financial 
assets and financial liabilities are set out in Note 3.

• Categories of financial instruments

Financial instruments consist of financial assets and financial liabilities. 
Financial assets of the Fund include cash, bank balances, other receivables and due from related parties. 
Financial liabilities of the Fund include payables, other accruals, payables and due to related parties.

2017 2016

Financial assets:

Receivables at amortized cost (including cash and cash equivalents) 102,034,404 106,961,223

Financial liabilities:

Amortized cost 16,006,156 9,820,925

• Financial risk management objectives 

The financial risks related to operations of the Fund include market risk, currency risk, profit margin risk, credit 
risk and liquidity risk are described below:

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to 
changes in market prices. Market risks arise from open positions in foreign currency, interest rate and equity 
products, all of which are exposed to general and specific market movements and changes in the level of 
volatility of market rates or prices such as foreign exchange rates, and profit margin rates and equity prices.
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Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to 
changes in foreign exchange rates.

The Fund’s financial assets and financial liabilities are denominated in Bahraini Dinars and United States 
Dollars. As the Bahraini Dinar is pegged to the United States Dollar, balances in the United States Dollar are 
not considered to represent a significant currency risk. 

Profit margin rate risk 

Profit margin risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market profit share rates.

The Fund’s Murabaha and Wakala contracts carry fixed profit margin rates and mature in periods from three 
months to nine months.

The Fund’s exposure to profit margin rates on financial assets is detailed in Notes 7&8.

Credit risk management

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 concentration of credit risk is disclosed in Notes 5&6.

In addition, the Fund is exposed to credit risk in relation to financial guarantees to financial institutions 
participating in the Finance scheme. The Fund’s maximum exposure in this respect is the maximum amount 
the fund could have to pay if the guarantee is called on (see note 17).

The credit risk on funds of the Fund is limited because the counterparties are banks with good credit-ratings 
assigned by international rating agencies. The carrying values of financial assets at the reporting date represent 
the Fund’s maximum exposure to credit risk.

Liquidity risk

Liquidity risk, also referred to as funding risk, is the risk that an enterprise will encounter difficulty in raising 
funds to meet commitments associated with financial liabilities. 

The Fund’s remaining contractual maturity for its non-profit bearing financial liabilities at amortized cost as of 
December 31, 2017 amounted to BD 16,006,156 (2016: BD 9,820,925).

The Fund’s expected maturity for its non-profit earning financial assets and profit earning financial assets as 
of December 31, 2017 amounted to BD 19,588,350 and BD 82,446,054 respectively (2016: BD 28,059,874 and 
BD 78,901,349 respectively).

• Fair value of financial instruments

The management considers that the carrying amounts of financial assets and financial liabilities approximate 
their fair values at the reporting date
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