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Independent Auditor's Report

The Members
Bahrain Society of Engineers
Juffair - Kingdom of Bahrain

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the accompanying financial statements of Bahrain Society of Engineers ( the "Society")
which comprise the statement of financial position as of December 31, 2022 and the statement of income
and expenditure, statement of changes in members' fund and statement of cash flows for the vear then
ended and notes to the financial statements, including & summary of significant accounting policies and
explanatory notes.

In our opinion, except for the effects of matter described in the Basis for Qualified Opinion section of our
report, the accompanying financial statements present fairly, in all material respects the financial position
of Bahrain Society of Engineers as of December 31, 2022, its financial performance, changes in
members' fund and its cash flows for the year then ended, in accordance with International Financial
Reporting Standards (IFRSs).

Basis for Qualified Opinion

The Society has not adopted or performed an impact assessment with respect 1o the implementation of
IFRS 9 "Financial Instruments” and IFRS 15 "Revenue from contracts with customers” though these
accounting standards are mandatory for the accounting periods beginning on or after January 1, 2018. In
the absence of impact assessment relating to these standards, we are unable to quantify the impact on
these financial statements for the year ended December 31, 2022 including the relevant disclosures and
revision to the accounting policies as required on adoption of these accounting standards.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Qur
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 Society in accordance with
the ethical requirements that are relevant to our audit of the financial statements in the Kingdom of
Bahrain, and we have fulfilled our other cthical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our qualified opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Board of the Society is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as Board determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or

EITOT.
Flat/Shop No. 111, Building 1002, O EI Voo ¥ duact i) Jaa
Road/Strect 5121, Block 351 ] Fo) pana @V YY) sk
Tel.: +973 17 550 003 . +AVY AV 004 ¥ aliila
Fax: 4973 17 550 049 tagi.com FAVE 1Y 000 v £4 5l
P.O.Box: 990 Manama, kingdom of Bahrain  tagco-bahrain(@tagi.com Cad) Aslaa cAaliall 444 1 e
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Independent auditor's report to the members of
Bahrain Society of Engineers for the year ended December 31, 2022 (continued)

In preparing the financial statements, Board of the Socicty is responsible for assessing the Society’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concemn and
using the going concern basis of accounting unless the Board either intends to liquidate the Society or
to cease operations, or has no realistic alternative but to do so.

Those charged with govermnance are responsible for overseeing the Society’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 1SAs, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

- ldentify 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.

- Obtain understanding of internal control relevant 1o 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 Society's 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 obtaincd, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Society's ability to continue as a going concern. If
we conclude that a material uncertainty exists, then we are required to draw attention in our auditors'
report to the related disclosures in the financial statements or, if such disclosures are inadequate, 1o
modify our opinion. Qur conclusions are based on the audit evidence obtained up to the date of our
auditors' report. However, future events or conditions may cause the Society 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 presentation.

P 6 allgulao pyy 65 @ ddyadlguvaiaclldicon



Independent auditor's report to the members of
Bahrain Society of Engineers for the year ended December 31, 2022 (continued)

We communicate with those charged with governance regarding, among other malters, 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 and to the best of our knowledge and belief, no violations of the
Law of Social & Cultural Societies associated with Association, promulgated by Legislative
Decree No. 21 of 1989, have occurred during the year ended December 31, 2022 that might
have had a material adverse effect on the business of the Society or on its financial position.

TALAL ABU-GHAZALEH & CO. INTERNATIONAL

VG
Saif Al Bawab, Reg. No. 144
Partner
February 9, 2023
Manama - Kingdom of Bahrain




BAHRAIN SOCIETY OF ENGINEERS
Juffair - Bahrain

STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31,2022

EXHIBIT A

2022 2021
ASSETS Note BD BD
Non-Current Assets
Property, plant and equipment 5 2,091,147 2,097,921
Total Non-Current Assets 2,091,147 2,097,921
Current Assets
Inventories i 1,240 2,656
Prepayments and other receivables 7 10,367 44,891
Accounts receivable 8 554,690 274901
Deposit with banks 9 1,744,208 2,115,652
Cash and bank balances 10 17,137 4,543
Total Current Assets 2,327,642 2,442 643
TOTAL ASSETS 4,418,789 4,540,564
MEMBERS' FUND AND LIABILITIES
Members' Fund
General fund 11 (a) 2,157,957 2,408,767
Financial assistance and support fund I (b} 30425 30,425
Members' fund 11 (c) 32,265 32,265
Revaluation reserve 11 (d} 1,661,552 1,661,552
Total Members' Fund - Exhibit C 3,882,199 4,133,009
Non-Current Liabilities
Deferred income 12 6,265 6,440
Emplovees' terminal benefits 13 16,952 18,752
Total Non-Curvent Liabilities 23.217 25,192
Current Liabilities
Deferred income 12 2,100 2,625
Accounts payable 14 304,782 44 964
Aceruals and other pavables 15 206,491 334,774
Total Current Liabilities 513,373 382363
TOTAL MEMBERS' FUND AND LIABILITIES 4,418,789 4.540.564

These financial statements were approved for issue
the Board of Directors:

on February 9, 2023
ﬂ e,

— i;"ﬁfaf%l-a %meti Eadllcm Al Alawi

fl Prfs.-rfen{.‘

w;ﬁiﬁ

1iffild

Eng, Hida Sultan Faraj

{Treasirer)

The Accompanying Notes I To 27 Constitute An Integral Pare Of These Financial Statements.

-5

®a
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BAHRAIN SOCIETY OF ENGINEERS

Juffair - Bahrain

STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED DECEMBER 31, 2022

EXHIBIT B
2022 2021
Note BD BD
Revenue 16 813,953 101,329
Cost of operation 17 (893,062) {53,249
(Deficit)/Surplus from operation (79,109) 48,580
Other income 18 45,133 13,315
Siaff costs (95,052) (85,520)
General and administration expenses 19 (105,901) (67,942)
Impainnent allowance (15,881) (33,303)
DEFICIT OF INCOME OVER EXPENDITURE FOR
THE YEAR- EXHIBIT C (250,810) {64.870)
DEFICIT OF INCOME OVER EXPENDITURE
TRANSFERRED TO MEMBERS' FUND (250,810) _(64.870)

These financial statements were approved for issue
on February 9, 2023 by the Board of Directors:

b — _r
% &m ] Eng. Huf@a Sultan Fa raj
(President) ﬁfﬂ'&“‘ ' {Treasurer)

The Accompanying Notes I To 27 Constitute An Integral Part Of These Financial Statements,
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BAHRAIN SOCIETY OF ENGINEERS
Juffair - Bahrain

STATEMENT OF CAsH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2022

EXHIBIT D
2022 2021
BD BD
CASH FLOWS FROM OPERATING ACTIVITIES
Deficit of income over expenditure for the year (250,810) (64,870)
Adjustments for :
Depreciation 27,667 14,803
Provision for employees' terminal benefits 2,930 2,300
Impairment allowance 15,881 33,303
Interest income (36,133) (43,578)
Amortization of deferred income (2,100) (4,410)
Operating deficit before working capital changes (242,565) (62,452)
(Increase)/Decrease in accounts receivable (295,670) 192,849
Decrease in prepayments and other receivable 34,524 34318
Decrease in inventories 1416 300
Increase/(Decrease) in accounts payable 259,818 (60,566)
{Decrease)/Increase in accruals and other payables (128,283) 25,407
Increase in deferred income 1,400 -
Employees terminal benefits paid (4,730) .
Net cash (used in)/from operating activities (374,090} 129,856
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (20,893) (53,813)
Interest received 2,039 3,458
Fixed deposits (net) 325,277 (451,997)
Net cash from/(used in) investing activities 306,423 (502,352}
Decrease in cash and eash equivalents (67,667) (372,4906)
Cash and cash equivalents at the beginning of the year 185,504 558,000
CASH AND CASH EQUIVALENTS AT THE
END OF YEAR- NOTE 20 117,837 185,504

The Accompanying Notes 1 To 27 Constitute An Integral Part Of These Financial Statements.



BAHRAIN SOCIETY OF ENGINEERS

Juffair - Bahrain

NOTES TO FINANCIAL STATEMENTS

1. STATUS AND ACTIVITIES:

Bahrain Society of Engineers (hereinafier referred to as the "Society") was established in the Kingdom
of Bahrain and registered with Ministry of Social Development under the registration number 76/J/M
dated March 15, 1992,

The principal activity of the Society is to contribute to the industrial development activities in the
Kingdom of Bahrain in co-operation with the competent authorities, plan the basics for engineering
profession and enhance its standards in co-operation with the Ministry of Labour and Social Affairs and
other concermed Ministries, establish and promote relations through scientific and technological co
operation between engineers in Bahrain and their colleagues in the Arab as well as non-Arab countries.

2. ADOPTION OF NEW AND REVISED STANDARDS:
New and amended standards effective for the annual reporting period commencing January 1, 2022

*  Reference to the Conceptual Framework (Amendments to [FRS 3) - The amendments update an
outdated reference to the Conceptual Framework in IFRS 3 without significantly changing the
requirements in the standard. The amendments are effective for annual reporting periods beginning on
or after January 1, 2022,

«  Property, Plant and Equipment — Proceeds before Intended Use (Amendments to IAS 16) - The
amendments prohibit deducting from the cost of an item of property, plant and equipment any
proceeds from selling items produced while bringing that asset to the location and condition necessary
for it to be capable of operating in the manner intended by management. Instead, an entity recognizes
the proceeds from selling such items, and the cost of producing those items, in income and
expenditure. The amendments are effective for annual reporting periods beginning on or afier January
1,2022.

*  Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) - The amendments
specify that the ‘cost of fulfilling’ a contract comprises the ‘costs that relate dircctly to the contract’.
Costs that relate directly to a contract can cither be incremental costs of fulfilling that contract
(examples would be direct labour, materials) or an allocation of other costs that relate directly to
fulfilling contracts (an example would be the allocation of the depreciation charge for an item of
property, plant and equipment used in fulfilling the contract). The amendments are effective for
annual reporting periods beginning on or after January 1, 2022

*  Annual Improvements to IFRS Standards 2018-2020. The pronouncement contains amendments to
four International Financial Reporting Standards (IFRSs) as result of the IASB's annual improvements
project. Annual Improvements to IFRS Standards 2018-2020 makes amendments to the following
standards IFRS 1, IFRS 9, IFRS 16 and IAS 41. The amendments are effective for annual reporting
periods beginning on or after January 1, 2022,

New and revised IFRS, issued but not yet effective:

* IFRS 17 Insurance Contracts- IFRS 17 requires insurance liabilities to be measured at a current
fulfillment value and provides a more uniform measurement and presentation approach for all
nsurance contracts. These requirements are designed to achieve the goal of a consistent, principle-
based accounting for insurance contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts as of
January 1, 2023. Applicable to annual reporting periods beginning on or after January 1, 2023,

*  Amendments to IFRS 17 - Amends IFRS 17 to address concemns and implementation challenges that
were identified after IFRS 17 Insurance Contracts was published in 2017.

i~
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BAHRAIN SOCIETY OF ENGINEERS
Juffair - Bahrain

NOTES TO FINANCIAL STATEMENTS

*  Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4) - The
amendment changes the fixed expiry date for the temporary exemption in IFRS 4 Insurance Contracts
from applying IFRS 9 Financial Instruments, so that entities would be required to apply IFRS 9 for
annual periods beginning on or after January 1, 2023,

*  Initial Application of IFRS 17 and IFRS 9 — Comparative Information (Amendment to IFRS 17) - The
amendment permits entities that first apply IFRS 17 and IFRS 9 at the same time to present comparative
information about a financial asset as if the classification and measurement requirements of IFRS 9 had
been applied to that financial asset before. An entity that elects to apply the amendment applies it when
it first applies IFRS 17,

*  Classification of Liabilities as Current or Non-Current (Amendments to IAS 1) - The amendments aim
to promote consistency in applying the requirements by helping companies determine whether, in the
statement of financial position, debt and other liabilities with an uncertain settlement date should be
classified as current (due or potentially due to be settled within one year) or non-current. The
amendments are effective for annual reporting periods beginning on or after January 1, 2024.

»  Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) - The
amendments require that an entity discloses its material accounting policies, instead of its significant
accounting policies. Further amendments explain how an entity can identify a material accounting
policy. Examples of when an accounting policy is likely to be material are added. To support the
amendment, the Board has also developed guidance and examples to explain and demonstrate the
application of the ‘four-step materiality process’ described in IFRS Practice Statement 2. The
amendments are effective for annual reporting periods beginning on or after January 1, 2023,

*  Definition of Aceounting Estimates (Amendments to IAS 8) - The amendments replace the definition of
a change in accounting estimates with a definition of accounting estimates. Under the new definition,
accounting estimates are “monetary amounts in financial statements that are subject to measurement
uncertainty”. Entities develop accounting estimates il accounting policies require items in financial
statements to be measured in a way that involves measurement uncertainty. The amendments clarify that
a change in accounting estimate that results from new information or new developments is not the
correction of an error. The amendments are effective for annual reporting periods beginning on or after
January 1, 2023,

+  Deferred Tax related 1o Assets and Liabilities arising from a Single Transaction (Amendments to 1AS
12) - The amendments clarify that the initial recognition exemption does not apply to transactions in
which equal amounts of deductible and taxable temporary differences arise on initial recognition. The
amendments are effective for annual reporting periods beginning on or afier January 1, 2023.

IFRS 10 “Consolidated Financial Statements” - The effective date of this amendment has been deferred
indefinitely until further notice. Sale or Contribution of Assets between an Investor and ils Associate or
Joint Venture {(Amendments to IFRS 10 and IAS 28): Namrow scope amendment address an
acknowledged inconsistency between the requircments in IFRS 10 and those in JAS 28 (2011), in
dealing with the sale or contribution of assets between an investor and its associate or joint venture. The
application of these amendments is not expected to result in a material effect on the financial siatements
of the Society.

The management anticipates that the adoption of these Standards and Interpretations in future periods will
have no material financial impact on the financial stalements of the Society.
2. SIGNIFICANT ACCOUNTING POLICIES:

The accompanying financial statements have been prepared in accordance with International Financial
Reporting Standards.

L
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BAHRAIN SOCIETY OF ENGINEERS
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NOTES TO FINANCIAL STATEMENTS

The following is a summary of the significant accounting policies adopted in the preparation of these
financial statements:

(a) Accounting Convention:

The accompanying financial statements are prepared under the historical cost convention except where
stated otherwise.

(b) Property, Plant and Equipment:

Property, plant and equipment held for use in the production or supply of goods or services, or for
administrative purposes, are initially recognized at their cost being their purchase price plus any other
costs directly attributable to bringing the assets to the location and condition necessary for them to be
capable of operating in the manner intended by Board of Directors.

After initial recognition, the property, plant and equipment are carried, in the statement of financial
position, at their cost less any accumulated depreciation and any accumulated impairment. The
depreciation charge for each period is recognized in the statement of income and expenditure.
Depreciation is calculated on a straight line basis and assuming no salvage value, which reflects the
pattern in which the asset's future economic benefits are expected to be consumed by the Society over the
estimated useful life of the assets as follows:

Estimated useful life

Freehold Land - not depreciated
Buildings - 20 years

Porta cabin - 10 years

Boundary wall : - 10 years

Central air-conditioning unit - 10 years

Furniture and fixtures - B years

Office equipment - 4 years

Oflice interiors - 10 vears

Expenditures for major additions and improvements are capitalized, while maintenance and repairs which
do not enhance the economic lives of the assets, its capacity or reducing substantially operating costs are
charged to expense when incurred. When items of property, plant and equipment are retired, sold or
otherwise disposed off, the related cost/value and accumulated depreciation thereto are removed from the
accounts and any resulting gain or loss is currently included in the statement of income and expenditure.

The estimated useful lives, residual values and depreciation method are reviewed at each reporting period,
with the effect of any changes in estimate accounted for on a prospective basis.

Freehold land is revalued, based on the market value appraisal made by independent property valuers.
When an asset is revalued, any increase in the carrying amount arising on revaluation is accumulated in
"Funds and Reserve" under the heading "revaluation reserve” unless it represents the reversal of a
revaluation decrease of the same asset previously recognised as an expense, in which case it is recognised
as income. A decrease arising as a result of revaluation is recognised as an expense, 1o the extend that it
exceeds any amount previously credited to revaluation surplus relating to the same asset, When a revalued
asset is disposed off, any revaluation surplus is transferred directly to general funds.

The carrying values of property, plant and equipment are reviewed for impairment when events or
changes in the circumstances indicate the carrying value may not be recoverable, If any such indication of
impairment exists, impairments losses are calculated in accordance with Note 3 (c).
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(c) Impairment of Tangible and Intangible Assets:

At the end of each reporting period, the Society reviews the carrying amounts of its tangible and intangible
assets 10 determine whether there is any indication that those assets have been impaired. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss, if any, being the amount by which the carrying amount of the asset exceeds its
recoverable amount. The recoverable amount is the higher of asset's fair value less costs to sell and the
value in use. The asset's fair value is the amount for which that asset could be exchanged between
knowledgeable, willing parties in arm's length transaction. The value in use is the present value of the
future cash flows expected to be derived from the asset. An impairment loss is recognized immediately in
the statement of income and expenditure, unless the relevant asset is carried at a revalued amount, in
which case the impairment loss is treated as a revaluation decrease.

Intangible assets with indefinite useful lives are tested for impairment annually, and whenever there is an
indication that the asset may be impaired.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but the increased camrying amount due to reversal should not be
more than what the depreciated historical cost would have been if the impairment had not been recognized
in prior years. A reversal of an impairment loss is recpgnized immediately in the statement of income and
expenditure unless the relevant asset is carried at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

(d) Leases:
All leases are accounted for by recognising a right-of-use asset and a lease liability except

« Leases of low value assets; and
* Leases with a duration of 12 months or less.

Lease liabilities are measured at the present value of the contractual payments due to the lessor over the
lease term, with the discount rate determined by reference to the rate inherent in the lease unless (as is
typically the case) this is not readily determinable, in which case the Society’s incremental borrowing rate
on commencement of the lease is used. Variable lease payments are only included in the measurement of
the lease liability if they depend on an index or rate. In such cases, the initial measurement of the lease
liability assumes the variable element will remain unchanged throughout the lease term. Other variable
lease payments are expensed in the period to which they relate.

On initial recognition, the carrying value of the lease liability also includes:

+ amounts expected to be payable under any residual value guarantee;

+ the exercise price of any purchase option granted in favour of the Society if it is reasonable certain to
assess that option;

+ any penalties payable for terminating the lease, if the term of the lease has been estimated on the basis of
termination option being exercised.

Right of use asseis are initially measured at the amount of the lease liability, reduced for any lease
ineentives received, and increased for:

* lease payments made at or before commencement of the lease;

s initial direct costs incurred; and

= the amount of any provision recognised where the Society is contractually required to dismantle, remove
or restore the leased asset (typically leasehold dilapidations).
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Subsequent to inilial measurement lease liabilities increase as a result of interest charged at a constant rate
on the balance outstanding and are reduced for lease payments made. Right-of-usc assets are amortised on
a straight-line basis over the remaining term of the lease or over the remaining economic life of the asset
if, rarely, this is judged to be shorter than the lease term,

When the Society revises its estimate of the term of any lease (because, for example, it re-assesses the
probability of a lessee extension or termination option being exercised), it adjusts the carrying amount of
the lease liability to reflect the payments to make over the revised term, which are discounted at the same
discount rate that applied on lease commencement. The carrying value of lease liabilities is similarly
revised when the variable clement of future lease payments dependent on a rate or index is revised. In
both cases an equivalent adjustment is made to the carrying value of the right-of-use asset, with the
revised carrying amount being amortised over the remaining (revised) lease term.

(e) Provisions:

Provisions are present obligations (legal or constructive) resulted from past events, the settlement of the
obligations is probable and the amount of those obligations can be estimated reliably. The amount
recognized as a provision is the best estimate of the expenditure required to settle the present obligation at
the end of the reporting date, that is, the amount that the Society would rationally pay to seitle the
obligation at the end of the reporting date or to transfer it to a third party.

Provisions are reviewed and adjusted at the end of the reporting date. If outflows to settle the provisions
are no longer probable, provision amount is reversed and recorded as income. Provisions are only used for
the purpose for which they were originally recognized.

(f) Financial Instruments:

Financial Instruments - A financial instrument is any contract that gives rise to a financial asset of one
entity and a financial liability or equity instrument of ancther entity. Financial instruments are either
financial assets or financial liabilities.

Effective interest method - The effective interest method is a method of calculating the amortized cost of a
financial asset and of allocating interest income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts (including all fees and points paid or received
that form an integral part of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where appropriate, a shorter period, to the net canrying
amount on initial recognition.

Financial assets - A Financial assels is any asset that is: cash, an equity instrument of another entity, or a
debt instrument of another entity {a contractual right to receive cash or another financial asset from
another entity, or to exchange financial assets or financial liabilities with another entity under conditions
that are potentially favorable to the entity, or a contract that will or may be scttled in the entity’s own
equity instruments).

Cash and cash equivalents - For the purpose of the statement of cash flows, cash comprises cash on hand
and demand deposits where cash equivalents are short term, highly liquid invesiments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

i) Initial measurement - Financial assets are recognized when the Society becomes party to the contractual
provisions of the instruments. At initial recognition, the Society measures a financial asset at its fair value
plus, in the case of a financial asset not at fair value through income and expenditure, transaction costs
that are directly attributable to the acquisition of the financial asset. Transaction costs of financial assets
carried at fair value through income and expenditure are expensed in income and expenditure.
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Trade receivables are measured at the amount of consideration to which the Society expects to be entitled
in exchange for transferring promised goods or services to a customer, excluding amounts collected on
behalf of third party, if the trade receivables do not contain a significant financing component at initial
recognition.

ii) Subsequent measurement

Debt instruments - Subsequent measurement of debt instruments depends on the Society’s business model
for managing the asset and the contractual cash flow characteristics of the asset. The three measurement
categories for classification of debt instruments are:

Amortized cost - Financial assets that are held for the collection of contractual cash flows where those
cash flows represent solely payments of principal and interest are measured at amortized cost. Financial
assets are measured at amortized cost using the effective interest method, less impairment. Gains and
losses are recognized in income and expenditure when the assets are derecognized or impaired, and
through amortization process.

iii) Impairment of financial assets - The Society recognises a loss allowance for expected credit losses on
trade receivables and contract assets, amounts due from related parties, and on other receivables. The
amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since
initial recognition of the respective financial instrument.

The Society always recognises lifetime ECL for trade receivables, contract assets. The expected credit
losses on these financial assets are estimated based on the Society’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic conditions and an assessment of both
the current as well as the forecast direction of conditions at the reporting date, including time value of
money where appropriate.

For other reccivables, the Society recognises lifetime ECL when there has been a significant increase in
credit risk since initial recognition. However, if the credit risk on the financial instrument has not
increased significantly since initial recognition, the Society measures the loss allowance for that financial
instrument at an amount equal to 12 month ECL.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the
expected life of a financial instrument. In contrasi, 12 month ECL represents the portion of lifetime ECL
that is expected to result from default events on a financial instrument that are possible within 12 months
afier the reporting date.

The Society presumes that the credit risk on a financial asset has increased significantly since initial
recognition when contractual payments are more than 360 days past due, unless the Society has reasonable
and supportable information that demonstrates otherwise. Despite the foregoing, the Society assumes that
the credit risk on a financial instrument has not increased significantly since initial recognition if the
financial instrument is determined to have low credit risk at the reporting date by reference to pre-
determined criteria applied to that financial instrument.

The Society regularly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure thal the criteria are capable of
identifying significant increase in credit risk before the amount becomes past due.
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iv) Derecognition - A financial asset is derecognized where the contractual right to receive cash flows
from the asset has expired. On derecognition of a financial asset in its entirety, the difference between the
carrying amount and the sum of the consideration received and any cumulative gain or loss that had been
recognized in other comprehensive income for debt instruments is recognized in income and expenditure.

Financial liabilities - Financial liabilities are recognized when the Society becomes a party to the
contractual provisions of the financial instrument. The Society determines the classification of its financial
liabilities at initial recognition.

i) Initial recognition and measurement - All financial liabilitics are recognized initially at fair value plus in
the case of financial liabilities not at fair value through income and expenditure, directly attributable
transaction costs,

i1) Subsequent measurement - Afier initial recognition, financial liabilities that are not carried at fair value
through income and expenditure are subsequently measured at amortized cost using the effective interest
method. Gains and losses are recognized in income and expenditure when the liabilities are derecognized,
and through the amortization process.

iii) Derecognition - A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or cxpires. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a derecognition of the original liability and the recognition
of a new liability, and the difference in the respective camrying amounts is recognized in income and
expenditure.

(g) Employee benefits
Short-term employees' benefits are recognised in the statement of income on an accrual basis.

Pensions and other social benefits for Bahraini employees are covered by the Social Insurance
Organisation's Scheme to which employees and employers contribute monthly on a fixed-percentage-of-
salaries basis. The Society's contribution to this scheme is expensed as incurred.

Expatriate employees are entitled to leaving indemnities payable under the Bahrain Labor Law for the
Private Sector of 2012, based on length of service and final remuneration. Provision for this unfunded
committed which represents a defined benefit plan under International Accounting Standards 19-
Employee Benefits, has been made by calculating the notional liability had all employees left at the end of
reporting period.

(h) Foreign Currencies:

The financial statements are presented in the currency of the primary economic environment in which the
Socicty operates (its functional currency). In preparing the financial statements, transactions in currencies
other than the Society’s functional currency (foreign currencies) are recorded at the rates of exchange
prevailing at the dates of the transactions. At the end of the reparting period monetary items denominated
in foreign currencies are retranslated at the rates prevailing at that date (closing rate). Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange rate al
the date of the transaction. Non-monetary items that are measured at fair value in foreign currency are
ranslated using the exchange rates at the date when the fair value was determined.

(i) Deferred income:

Deferred income represents the life membership fees received from the members. Deferred income are
recognised in the statement of income and expenditure on a systematic basis over a period of 10 years.
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(i) Revenue;

Revenue is measured based on the consideration to which the Society expecis to be entitled in exchange
for transferring promised goods or services 1o a customer, excluding amounts collected on behalf of third
parties.

Revenue is recognized when the Society satisfies a performance obligation by transferring a promised
good or service to the customer, which is when the customer obtains control of the good or service, A
performance obligation may be satisfied at a point in time or over time. The amount of revenue recognized
is the amount allocated to the satisfied performance obligation.

Performance obligation and timing of revenue recognition - Revenue from providing services is
recognised in the accounting period in which the services are rendered. For fixed-price contracts, revenue
is recognised based on the actual service provided to the end of the reporting period as a proportion of the
total services to be provided, because the customer receives and uses the benefits simultaneously.

Revenue from subscription consists of fees collected from members for Society's membership.

Tamheed project income refers to the fixed reimbursement received from Tamkeen on meeting certain pre:
defined criteria and are recognised on accrual basis.

Income from conferences and seminars, workshops and training courses are recognised on an accrual
basis.

Rental income is recognised on an accrual basis.

Determining the transaction price - In case of fixed-price contracts, the member pays the fixed amount
based on a payment schedule. If the services rendered exceed the payment, a contract assel is recognised.
If the payments exceed the services rendered, a contract liability is recognised.

Allocating amounts to performance obligations - The Society's revenue is derived from fixed price
contracts and therefore the amount of revenue to be earned from each contract is determined by reference
to those fixed prices.

Other income is accounted for on the accruals basis, unless collectability is in doubt.
(k) Government grants:

Grants that compensate the Society for expenses incurred are recognised in income and expenditure as
other income on a systematic basis in the periods in which the expenses are recognised, unless the
conditions for receiving the grant are met after the related expenses have been recognised. In that case, the
grant is recognised when it becomes receivable.

(1) Contingent Liabilities:

Contingent liabilities are possible obligations depending on whether some uncertain future events occur,
or they are present obligations but payments are not probable or the amounts cannot be measured reliably.
Contingent liabilities are not recognized in the financial statements.

(m) Related Parties:

Related parties are considered 1o be related because they have the ability to exercise control over the
Society or to exercise significant influence or joint control over the Society's financial and operating
decisions. Further, parties are considered related to the Society when the Society has the ability to exercise
control, significant influence, or joint control over the financial and operating decisions of those parties.
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Transactions with related parties, normally, comprise of transfer of resources, services, or obligations
between the parties. At the end of reporting period, the related parties' receivables are stated at amortized
cost.

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY:

In the application of the Society’s accounting policies, which are described in note 3, the management is
required to make judgments, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if’ the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Impairment of financial asscts - The impairment provisions for financial assets are based on assumptions
about risk of default and expected loss rates. The Society uses judgment in making these assumptions and
sclecting the inputs to the impairment calculation, based on the Company’s past history, existing market
conditions as well as forward looking estimates at the end of each reporting period.

Going Concern

The Society's management has made an assessment of the Society's ability to continue as a going concern
and is satisfied that the Society has the resources to continue in business for the foresceable future.
Furthermore, the management is not aware of any material uncertaintics that may cast significant doubt on
the Society's ability to continue as a going concern. Therefore, the financial statements continue to be
prepared on a going concern basis.
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6. INVENTORIES:

Inventories are stated at their net realizable value as follows:

2022 2021
BD BD
Stock of gift articles, momentoes, etc 1,240 2,656
Total - Exhibit A 1240 2,656
7. PREPAYMENTS AND OTHER RECEIVABLES:
This item consists of the following:
2022 2021
BD BD
Prepaid expenses 9,278 41,959
Other receivables 1,089 2,932
Total - Exhibit A 10,367 44,891
=

8. ACCOUNTS RECEIVABLE:

Accounts receivable are of short duration and stated at their estimated net realizable value afier
deducting the impairment allowance as follows:

2022 2021
BD BD
Membership and financial assistance fee receivable 16,581 42,721
Conference and seminars receivables 544,267 265,483
Impairment allowance (6,158) (33,303)
Net - Exhibit A 554,690 274,901
Movements of the impairment allowance is as follows:
2012 2021
BD BD
Opening balance 33,303 21,598
Impairment allowance during the year 15,881 33,303
Amounts written-off during the vear (43,026) (21,598)
Closing balance 0,158 33,303

During the year 2018, the Society's Board of Directors approved and implemented a provisioning
policy towards overdue accounts receivables as required by Intemational Accounting Standards as
well as best practices. As per the approved policy, the accounts receivable aged and outstanding for
more that one year will be fully provided. Based on this policy, the Society has created an
impairment allowance of BD 6,158 on its overdue memebership receivables as per their ageing.

The Society's confererence and seminars receivables are generally on 60 to 90 days credit terms and
the aging as at December 31, 2022 is as follows;

Neither past
due nor
impaired less
Total than 3 months

Past due but  Past due but
not impaired  not impaired
more than 2 mare than 3

years years

BD BD BD
At December 31, 2022 544,267 390,295 - 2,153,971
At December 31, 2021 265,483 63,878 186,285 15,320
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Unimpaired account receivables are expected, on the basis of past experience, to be fully recoverable. It is
not the practice of the Society to obtain collateral over account receivables and, therefore, are all unsecured.
In the opinion of the Society's management, the fair value of the account receivable are not expected to be
significantly different from their carrying values.

9. DEPOSIT WITH BANKS:

This item consists of the following: 2022 2021
BD BD

Fixed deposit with bank maturing afler

three months from the date of placement 1,643,508 1,934,691

Fixed deposit with bank maturing within three

months from the date of placement 100,700 180,961

Total - Exhibit A 1,744,208 2,115,652

Deposits with bank carry interest at current market rates.
Deposits with banks details are as follows:

Name of Bank Deposit Type Currency Deposit Number
National Bank of Bahrain B.S.C. Time Deposit BD 1014262089
National Bank of Bahrain B.S.C. Time Deposit BD 1014262119
Ithmar Bank B.S.C. Special Modaraba BD 50030188604004
Ithmar Bank B.S.C. Special Modaraba BD 5003018860440005

10. CASH AND BANK BALANCES:

This item consists of the following: 2022 2021
BD BD
Cash on hand 192 1.131
Unrestricted checking accounts with banks 16,945 3,412
Total - Exhibit A 17,137 4,543

Unrestricted checking accounts with banks details are as follows:

Name of Bank Type of account Currency Account Number
Mational Bank of Bahrain B.5.C. Current account BD 0099065991
MNational Bank of Bahrain B.S.C. Current account BD 0099098911
Ithmar Bank B.S.C. Current account BD 501301886040018

11. MEMBERS' FUND AND RESERVES:

a) General fund
Genera)l fund represents the accumulated surplus of income over expenditure.

b) Financial assistance and support fund
An amount equivalent to 1% of the Society's excess of income over expenditure for the year needs to be
transferred to the financial assistance and support fund. The balance available in this fund is to be used
in case of winding up or liguidation. During the year, funds has not been transferred to the financial
assistance and support fund due to net deficit. This is subject to the approval of members in the Annual
General Meeting.
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¢} Members' fund

An amount equivalent to 1% of the Society's excess of income over expenditure for the year needs
to be transferred to the members fund. The balance available in this fund is to be used in case of
winding up or liquidation. During the year funds has not been transferred to the members' fund due
to net deficit. This is subject to the approval of members in the Annual General meeting.

d) Revaluation reserve

The revaluation reserve represents revaluation surplus on revaluation of freehold land and is a non-

distributable reserve.

12. DEFERRED INCOME:

This item consisis of the following:

Opening balance
Additions during the year
Amortised during the year
Closing balance

Classified as:

Non-Current portion - Exhibit A
Current portion - Exhibit A
Total

2022 2021
BD BD
9,065 13,475
1,400 5
(2,100) (4,410)
8,365 9,065
2022 2021
BD BD
6,265 6,440
2,100 2,625
8,365 9,065

The fees received by the Society towards life membership fees have been classified as deferred income
and are recognised in the statement of income and expenditure over a period of 10 years.

That portion of the life membership fees which will get amonised within twelve months from the
statement of financial position date is disclosed as current portion of deferred income.

13. EMPLOYEES' TERMINAL BENEFITS:

This item consists of the following: 2022 2021
BD BD
Opening balance 18,752 16,452
Provision for staff benefits 2,930 2,300
Payment during the vear (4,730) -
Closing balance - Exhibit A 16952 18,752
14. ACCOUNTS PAYABLE:
This item consists of the following: 2022 2021
BD BD
Seminars and conferences payable 304,782 44,964
Total - Exhibit A 304,782 44,964

As of December 31, 2022, the accounts payable balance amounted to BD 304,782 included two suppliers
whose total balance amounted to BD 281,960 which constituted 93% of the total outstanding balance
thercof as of that date.
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BAHRAIN SOCIETY OF ENGINEERS
Juffair - Bahrain

NOTES TO FINANCIAL STATEMENTS

15. ACCRUALS AND OTHER PAYABLES:

This item consists of the following: 2022 2021
BD BD
Payable to Project Management Association (PMA) 136,843 147,203
Conference fee received in advance 41,011 52,572
Golden Jubilee sponsorship received in advance - 118,571
Provision for leave salary and air passage 1,342 2,219
Provision for members recognition 5,917 5917
Accruals and other payables 8,834 3,551
VAT Payable 7,456 -
Payable to other chapters 4,088 4,141
Total - Exhibit A 206,491 334,774
— =

Amount payable to Project Management Association was transferred to the Society due to shutdown of
operations of PMA.

16. REVENUE:

This item consists of the following:

2022 2021

BD ED
Conferences and seminars 746,727 16,117
Workshop and training courses 46,392 62,250
Membership subscriptions 19,432 20,383
Facilities rental income 1,402 84
Masdar and Dubai education visit income - 2,995
Total - Exhibit B 813953 101829
17. COST OF OPERATION:
This item consists of the following; 2022 2021

BD BD
Conferences and seminars 804,656 11,566
Tamheed project expenses 16,831 23,160
Workshop and training courses 71,575 14,408
Masdar and Dubai education visit expenses - 4,115
Total - Exhibit B 803,062 53.249
18. OTHER INCOME:
This item consists of the following:

2022 2021

BD BD
Interest on fixed deposit 36,133 431578
Scholarship for students 9,000 8,350
Government grant - 13,327
Miscellaneous income - 8,060
Total - Exhibit B 45,133 73,315
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BAHRAIN SOCIETY OF ENGINEERS
Juffair - Bahrain

NOTES TO FINANCIAL STATEMENTS

19. GENERAL AND ADMINISTRATION EXPENSES:

This item consists of the following: 2022 2021
BD BD
Depreciation 27,667 14,803
HQ administration expenses 6,072 0,326
Utilities expenses 12,387 14,808
General activities expenses 2,008 2,781
Federation of Arab Engineers expenses 5,743 73
Scholarship for students 17,156 8,268
Repair and maintenance expenses 10,555 6,486
Gulf Engineering Union expenses 11,390 2,167
BSE awards and graduation project 2,949 2,915
Other general and administrative expenses 2,614 2,962
WFEO expenses 1,343 423
Journal expenses 3,513 1,978
Digital transformation project expenses 1,283 3a2n
Bank charges and commissions 364 368
Debt collection fee - 160
Miscellaneous expenses 857 152
Total - Exhibit B 105901 &
20. CASH AND CASH EQUIVALENTS:
This item consists of the following: 2022 2021
BD BD
Cash on hand - Note 10 192 1,131
Unrestricted checking accounts with banks - Note 10 16,945 3412
Fixed deposit with bank maturing within three
months from the date of placement - Note 9 100,700 180,961
Cash and cash equivalents - Exhibit D 117,837 185,504

21. TRANSACTION AND BALANCES WITH RELATED PARTY:

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 the members, Board of Directors, Key management personnel and their close family members and
such other companies over which the Society or its members, board of Directors, key management
personnel and their close family members can exercise significant influence or can be significantly
influenced by those parties. Transactions with the related parties are authorized by the management and
are on arm's length basis.

22, COMMITMENTS:

Commitments on capital work-in-progress at the end of the year were as follows:

2022 2021
BD BD
Work contracted towards consultancy fees on capital work-in-progress 83,000 83,000

83,000 83,000
_
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BAHRAIN SOCIETY OF ENGINEERS

Juffair - Bahrain

NOTES TO FINANCIAL STATEMENTS

23. RISK MANAGEMENT:

The Society monitors and manages the financial risks relating to its business and operations. These risks
include: capital risk, credit risk and liquidity risk.

The Society seeks to minimize the effects of these risks by diversifying the sources of its capital, It
maintains timely reports about its risk management function and monitors risks and policies
implemented to mitigate risk exposures.

a) Capital Risk:
Regularly, the Society reviews its capital structure which, includes debt and equity securities and
considers the cost of capital and the risks associated with each class of the capital. It manages its
capital to ensure that it will be able to continue as a going concem while maximizing the return to
stakeholders through the optimization of the debt and equity balance.

b) Credit risk:
Credit risk is defined as inability to collect financial instruments which may result in losses to the
Society. As of the reporting date, the Society had maintained recognized financial instruments that
are exposed 1o credit risk.

The recognized financial instruments that subject the Society to credit risk consist principally of
cash and cash equivalents and accounts receivable.

The management believes that the credit risk concentration attached to cash and cash equivalents is
insignificant as the banks in which cash are placed, maintain an acceptable credit standing and
capital base. Previously, the Socicty had not experienced any material losses from its cash and cash
cquivalents maintained with these banks.

Accounts receivable amounted to BD 570,571 as of December 31, 2022 Credit period extended to
various customers range from 30 to 120 days, however in certain cases, credit period may be
extended beyond the above indicated range on a case-by-case basis. The management regularly
monitors credit risk exposures and take steps to mitigate the likelihood of those exposures resulting
in a loss. The Society maintains an impairment allowance which in the opinion of the management
is sufficient to meet anticipated credit losses.

As of December 31, 2022, the balance of three customers amounted to BD 323,880 which
constituted 57% of the total outstanding receivable balance as of that date.

The carrying amount of financial assets recorded in the financial statements represents the Society’s
maximum exposure to credit risk without taking into account the value of any collateral obtained.

¢) Liquidity risk:

Liquidity risk is the risk that the Society will encounter difficulties in raising funds to meet
commitments associated with financial instruments.

The Society maintains adequate reserves by monitoring its cash flows and matching them with
maturity dates of the financial assets and liabilities.

Financial instruments excluding cash and cash equivalents and deposits that expose the Society to
liquidity risk along with the timing of their collection and settlement are as follows:
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BAHRAIN SOCIETY OF ENGINEERS
Juffair - Bahrain

NOTES TO FINANCIAL STATEMENTS

2022
Mature
within
one vear Total 2021
Assets BD BD BD
Advances and other receivables 1,089 1,089 2,932
Accounts receivable 554,690 554,690 274,901
Total 555,779 555,779 277,833
Liabilities
Accounts payable (304,782) (304,782) (44,964)
Accruals and other payables (206,491) (206,491) (334,774)
Total (511,273) (511,273) (379,738)
Met financial position 44,506 44,506 (101,905)
—_— ———

24. FAIRVALUE OF FINANCIAL INTRUMENTS:

Financial instruments comprise of financial assets, financial liabilitics and derivative financial instruments.

Financial assets consists of bank balances and cash and accounts receivables and other receivables.

Financial liabilities consists of trade payable and accruals and other payables.
The management assessed that bank and cash, accounts receivables, trade payables and other current
liabilities approximate their carrying amounts largely due to the short-term maturities of these instruments.

The fair value of financial assets and liabilities are included a1 the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.

The fair value of financial instruments are not materially different from their carrying value as of the
reporting date.

25. IMPACT OF COVID-19:

The outbreak of the novel Coronavirus (Covid-19) in early 2020 in most countries has caused widespread
disruptions to business, with a consequential negative impact on economic activities, The Society is
continually monitoring its impact, while working closely with the local regulatory authorities, 10 manage
the potential business disruption of the COVID-19 outbreak.

26. SUBSEQUENT EVENTS:
There were no significant events subsequent to December 31, 2022 and occurring before the date of

approval of the financial statements that would have a significant effect on these financial statements.

27. GENERAL:

a) Prior year's comparative figures have been reclassified wherever necessary for the purpuse of
comparison.

b) The figures in the financial statements are rounded-off to the nearest Bahraini Dinar (BD).
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