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REVIEW REPORT TO THE BOARD OF DIRECTORS OF
BAHRAIN ISLAMIC BANK B.5.C.

fﬂﬂ'ﬁf!liﬂ'ﬁ. L

We have reviewed the accompanying interim condensed consolidated financial statements of
Bahrain Islamic Bank B.S.C. (“the Bank™) and its subsidiary (“the Group™) as at 30
September 2007, compnsing of the interim consolidated balance sheet as at 30 September
2007 and the related interim consolidated statements of income, cash flows, changes in
equity, sources and uses of good faith gard fund and sources and uses of zakah and chanty
fund for the nine month period then ended and explanatory notes. The Board of Directors is
respensible for the preparation and presentation of these intenm condensed consolidated
financial statements in accordance with the accounting policies disclosed in note 2. Our
responsibility is to express a conclusion on these interim condensed consolidated financial
statements based on our review.

Scape of Review

We conducted our review in accordance with the International Standard on Review
Engagements 2410, "Review of Interim Financial Information Performed by the Independent
Auditor of the Entity". A review of intenim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review 1s substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit, Accordingly, we do not express an audit opinion.

Conglision

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, n accordance with the accounting policies disclosed in note 2,

Gamet ¥

7 October 2007
Manama, Kingdom of Bahrain

A dember of Ernst & Young Glabal
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Bahrain [slamic Bank B.S.(.

CONSOLIDATED BALANCE SHEET

30 September 2007 (Unaudited)

T

Avedited
0 September 3 Decembey
2007 2006
MNotes BDag B0
ASSETS
Cash and balances with CBB and other banks 1%, 7610 | 5,464
Murabaha receivables 347,337 241,710
Mudaraba investments 42,574 22180
Musharaks investments 30,084 13.954
Mon-trading investiments 122,157 07 418
[nvestment i asspciates 6,777 1,652
Investments in [jarah asscts 5,251 4,998
ljarah Muntahia Bittamleek 16,712 15,486
Investments 10 properties 13,338 9085
Tjarah remtal receivahles 2,551 2,315
Other assels 0.135 6,309
TOTAL ASSETS 615,682 436,476
LIABILITIES, UNRESTRICTED INVESTMENT ACCOUNTS
AND EQUITY
LIABILITIES
Customers' current accounts i 122,534 51,393
Other habilities 7,676 a.041
TOTAL LIABILITIES 131,212 537,434
UNRESTRICTED INVESTMENT ACCOUNTS 402,031 304,118
EQUITY
Share capital 31,878 28336
Reserves 51,561 15,999
Proposed appropriations - 9589
TOTAL EQUITY 53,439 74,924
TOTAL LIABILITIES, UNRESTRICTED
INVESTMENT ACCOUNTS AND EQUITY 015,682 436,476
CONMTINGENCIES 4 11,662 9.432
e,
e tf - Ly
‘-..__ ‘ﬂl E‘\ i ‘:LH.-"- ?‘d' o "l ."i_,d"‘.y “:_ _{.\.
,.,——— \ T — o / "';g.l . -,
Eohalit Abcdulls Al Bassam .\J bl Afhned A vl murmf Ebrahum MohsTimes
Chainman Manapipg Pirector Acting Chief Exeoutive Officer
The attached nedes 1o 7 fomm part ol these intenm condensed consalidated financial statements



Bahrain Islamic Bank B.S.C.

CONSOLIDATED STATEMENT OF INCOME
30 September 2007 (Unaudited)

Three months ended

Nine manths ended

30 September 30 Seprember
2007 2ikig 2007 20k
B EDvon BDaaa By
INCOME
[ncome from Islamic finances T.444 6446 21,794 16,587
Fetum on unrestneted investiment accounts
before Bank's share as a Mudarb 6,309 5,891 18,394 14,730
Bank's share as a Mudarib {2.615) (2, 00d4) {6,745) (3.722)
Return to unresiricted investment accounts 3,694 TTRT 11.649 Q.08
Bank's share of income from unrestricted
mnvestment accounts (as a Mudarih
and Rabalmal} 3,750 2,659 10,145 T.579
Income from invesiments 4,834 157 10,416 2,534
Lrain an investments i properties - 157 T02 2,547
Share of results of associates 118 - 288 44
Cher income 497 274 2,140 Q18
Total Income 9,199 3,247 23,691 14,024
EXPENSES
Staff costs 1,511 G956 4015 2,778
Drepreciation 157 135 453 3949
Crher expenses 651 453 1,745 1,195
Total Expenses 2,319 1,544 6,213 4372
MNET INCOME FOR THE PERIOD (850 1,703 17478 Q652
BASIC EARNINGS PER SHARE (fils) 22.20 f.148 S6.40 33,00

The attached notes | to 7 form part of these interim condensed cansolidated financial statements,
LLRLALTI R L borm part oL Inese nieran cond: S cailsoiicalod TIdTcs MG,
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Bahrain Islamic Bank B.S.C.

CONSOLIDATED STATEMENT OF CASH FLOWS
30 September 2007 (Unaudited)

OPERATING ACTIVITIES

Net profit for the penod

Adjustments for non-cash itlems;
Drepreciation
Gain on fair value adjustment for investments in properties
Giain on sale of investments in propernies and ljarah assats
Share of resulis of associates

Uperating profit before changes in operating assets and liabilities
Changes in:

Mandatory reserve with CBB

Murabaha recervables

Mudaraba investments

Musharaka investments

Ohther assets

Customers’ current accounts

Other liabilities

Met cash used in operating activities

INVESTING ACTIVITIES

Purchase of [jara Muntahia Bittamleck

{Purchase) disposal of investment in properties and [jara assets
Purchase of non-trading investments and associates

Met cash used in mvesting activities
FINANCING ACTIVITIES

Increase in unrestricted investment accounts
Dividends paid

Directors' remuneration pad

Fakah paid
Charitable contributions paid

et cash from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cashand cash equivalents al beginnming of the penod

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

CASH AND CASH EQUIVALENTS COMPRISE:
Cash and balances with CBB, excloding mandatory reserve deposits
Balances with other banks

Nine months ended

30 Seprember
2007 2iie
BOOO0 BEFOO0
17,478 9,652
453 399
(574) (2,609}
(128) (338)
(288) (4a)
16,941 70638
(1,565) (1,770%
(105,627) (100,071
{20.399) 14,676
(16,130) (6349}
(2,707 (2,044}
71,143 (3,671}
1,635 4,186
(56,709) (82.295)
{1,226} {7.527)
(3,715) 1,310
(27,4907 {24.370)
(32,431) (30,587)
97,913 119,657
{5,667) {3,793)
(210} {120)
(170) (138)
. {73)
01,866 115,329
2,726 2,647
7.954 4,483
10,680 7,130
2,811 3,733
T.86Y 3,395
10,680 7,130

The auached notes 1 to 7 fonm part of these mierun condensed consolidated financial statements.
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Bahrain Islamic Bank B.S.C.

CONSOLIDATED STATEMENT OF SOURCES AND USES OF GOOD FAITH

QARD FUND
30 September 2007 (Unaudited)

Auelived
3 Seprenther 3! December
2007 Jonla
Boang By OO0
Opening balances
Crard hasan receivables 35 5
Funds available for gard hasan 93 123
128 128
Sources of Qard Tund
Contribution by the Bank (note 4) 125 125
Donation 3 3
128 128
Uses of gard fund
Marriage 16 f
Eefurbishment 16 12
Medical treatment 14 11
Others 10 10
Tatal uses during the period S6 34
End of period balance
Qard hasan receivables 34 35
Funds available for gard hasan 04 23
128 128

The attached notes 1 to 7 form part of these interim condensed consolidated fnancial statements.
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Bahrain Islamic Bank B.S.C.

CONSOLIDATED STATEMENT OF SOURCES AND USES OF ZAKAH AND

CHARITY FUND
30 September 2007 (Unaudited)

Sources of zakah and charity funds

Undistributed zakah and charity funds at the beginning of the period
Zakah due from the Bank for the peniod

MNon-Islamic income

Donations

Total sources of funds during the period

Uses of zakah and charity funds

Philamhropic societies
Ard 1o needy famnilies

Total uses of funds during the period

Undistributed zakah and charity funds at end of the period

The attached notes 1 to 7 form part of these interim condensed consolidated financial statemcénts.

=

Audited
i Seprember 31 December
2007 2008
BIDGG Biyuoo
363 134

- 1770

14 150}

25 9]

404 330

15 97

119 B

137 183
267 65




Bahrain [slamic Bank B.S.C.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

30 September 2007 (Unaudited)

1 INCORPORATION AND ACTIVITIES

Bahram Islamic Bank B.S.C. (“the Bank") was incorporated in the Kingdom of Bahrain by Amiri Decree No.2 of
1979, under Commercial Registration No 9900, to carry out banking and other financial trading activities in
aceordance with the teachings of [slam (Shari’a). The Bank operates under a commercial banking Heense issued
by the Central Bank of Bahrain (CBB). The Bank’s Shari'a Supervisory Board is entrusted to ensure the Bank's
adherence to Shari’a rules and principles in its transactions and activities.

I'he Bank participated in 100% of the share capital in Abaa'd Real-Fstate Company B.S.C. (“subsidiary™), Abaa'd
was meorporated on 8 April 2003 in the Kingdom of Bahrain and has an authorized and paid-up share capital of
BD 10,000,000, The Company start operation in 2007,

The Bank's registered office is at Building 722, Boad 1708, Block 3 | 7, Manama, Kingdom of Bahrain.
The Bank has twelve branches, all operating in the Kingdom of Bahrain.
2 ACCOUNTING POLICIES

Basis of preparation

The iterim condensed consolidated financial statements for the nine months ended 30 September 2007 have
been prepared in accordance with the guidance given by the International Accounting Standard 34 - "Interim
Financial Reporting”. The interim condensed consolidated financial statements do not comtain all information and
disclosurcs required in the annual consolidated financial statements, and should be read in conjunction with the
annual consolidated financial statements as at 31 December 2006. In addition, results for the ning menths ended
30 September 2007 are not necessarily indicative of the results that may he expected for the financial year ending
31 December 2007,

Significant accounting policics

The accounting policies adoptled in the preparation of the interim condensed financial statements are consistent
with those used in the preparation of the annwal consolidated financial staternents, for the vear ended 3
December 2006, which were prepared in accordance with the Financial Accounting Standards issued by the
Accounting and Auditing Organisation for lslamic Financial Institutions (the "AADIFL), the Shari'a Rules and
Principles as determined by the Shari’a Supervisory Board of the Group, the Bahrain Commercial Companics
Law, Central Bank of Bahrain and Financial Institutions Law. For matters which are not covered by AAOIFI
standards, including “Interim Financial Reporting”, the Group uses the International Financial Reporting
Standards (the "IFRSs™).

Basis of consolidation

These interim condensed consolidated financial statements include the financial statements of the Bank and its
subsidiary. A subsidiary is an entity over which the Bank has control to govern its financial and operating
policies i order 1o obtam benefits from its activities. The subsidiary is consohdated from the date it was
meorporated and was included in the interim condensed consolidated financial statements using the purchase
method of accounting. All imtercompany balances, transactions and income have been eliminated on
comsohdation




Bahrain Islamic Bank B.S.C.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS
30 September 2007 (Unaudited)

3 CUSTOMERS' CURRENT ACCOUNTS

The Bank has oftered the right to purchase 8 ordmary shares for every 9 ordinary shares held on 12 September
2007 {record date) at a price of BD 0.300 per share. The offers opened on 16 September 2007 and closed on 30
September 2007, The Bank has collected BD 71 million from the right issue and has deposited the funds under
customers current account until the finalisation of the capital allotment which 1s expected to be completed on 17
Ucrober 2007

The Bank has collected the remaining balance of the total excerised rights of BD 22 million subsequantly.
4 CONTINGENCIES

Credit related commitments

Aundited

30 September 3 December

2007 2006

BD'0G0 B0

Letters of credit 17,666 B.505
Ciuarantees 3.996 G613
Crperating lease commitmenms * 220 254

21,882 G432
* The Group has entered into commercial leases for cemain branches. These leases have an average life of
between 5 and 10 years with renewal terms meluded in the contracts, Renewals are at the option of the specific
entity that holds the lease. There are no restrictions placed upon the lessee by entering into these leases:

5 BRELATED PARTY TRANSACTIONS

The balances and values of major transactions with related parties included under various balance sheet and
statement of income heads are as follows;

Balances with related parties included in the consolidated balance sheet are as follows;

Audited

30 September 30 December

267 2006

BD'o00 BV

Murabaha receivables 18,227 1516

Mudaraba investmenss 4,014 -

Musharaka investments 1,228 BO|
MNon-trading investmenis 0,261 f1,634
[jarah Muntahia Bittamleck 1.492 2A89
Assets with related parties 45,222 11,730




Bahrain Islamic Bank B.S.C.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

30 September 2007 (Unaudited)

5 RELATED PARTY TRANSACTIONS {continued)

The ransactions with refated parties included i the consolidated inconmte statement are as follaws:

Ianuwary te  January to
30 September 30 September

2007 i
B0 B0
Ineome from Murabaha receivables 224 =
Income from Mudaraba investments 205 43
Income from Musharala investments 13 -
Income from non-trading investments 853 )
Income from [jarab Muntahia Bittamleek 27 T
Cther income 243
Income from related parties 1,565 104}

6 INCOME FROM INVESTMENTS

This income includes dividend of BD 2,829 thousand (2006 BD 1,654 thousand ) which is ¢yclical in nature.

7 CONCENTRATION RISK

As at 30 September 2007, the Bank had significant exposure to a third party amounting 17.8% of the total
quity,




