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

Introduction

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 June
2008, comprising of the interim consolidated balance sheet as at 30 June 2008 and the
related interim consolidated statements of income, cash flows, changes in equity, sources
and uses of good faith qard fund and sources and uses of zakah and charity fund for the
six month period then ended and explanatory notes. The Board of Directors is responsible
for the preparation and presentation of these interim condensed consolidated financial
statements in accordance with the accounting policies disciosed in note 2. Our
responsibility is to express a conclusion on these interim condensed consolidated financial

staterments based on our review.
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! Scope of Review
We conducted our review in accordance with the International Standard on Review

i Engagements 2410, "Review of Interim Financial Information Performed by the

i Independent Auditor of the Entity". A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and

3 applying analytical and other review procedures. A review is 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

j significant matters that might be identified in an audit. Accordingly, we do not express an
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~ audit opinion.

Conclusion

Based on our review, nathing 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, in accordance with the accounting policies disclosed in note 2.

Samt ¥

7 July 2008
Manama, Kingdom of Bahrain
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'Bahrain Islamic Bank B.S.C.

INTERIM CONSOLIDATED BALANCE SHEET
At 30 June 2008 (Unaudited)

Ncetes
ASSETS

Cash and batances with Central Bank of Bahrain
and other banks
Murabaha receivables
Mudaraba investments
Musharaka investments
Investments
investment in associates
Investments in ljarah assets
ljarah Muntahia Bittamleek
Investments in properties
ljarah rental receivables
Other assets

TOTAL ASSETS

LIABILITIES, UNRESTRICTED INVESTMENT ACCOUNTS
AND EQUITY

LIABILITIES
Customers' current accounts

Cther liabilities
TOTAL LIABILITIES

UNRESTRICTED INVESTMENT ACCOUNTS

EQUITY

Share capital 3
Share premium

Reserves

Proposed appropriations

TOTAL EQUITY

TOTAL LIABILITIES, UNRESTRICTED
INVESTMENT ACCOUNTS AND EQUITY

COMMITMENTS AND CONTINGENT LIABILITIES 4

!
i

Khalid Abdulia Al Bassam Nabjl Ahmed Amin
Chairman Managing Director &
oa

B ember

The attached notes_1 to 6 form part of these interim condensed consoli

Audited
30 June 31 December
2008 2007
BD000 BDO00
23,915 18,349
362,979 337,055
94,001 43,609
77,164 39,426
171,784 156,161
7,839 7,045
8,123 5,893
49,463 13,574
76,493 27,905
2,963 2,963
8,007 6,989
882,731 658,969
72,971 60,963
17,256 7,615
90,227 68,578
580,131 403,215
65,926 60,214
50,869 50,869
95,578 62,460
- 13,633
212,373 187,176
882,731 658,969
52,975 15,199

Mohammed Ebrahim #MBhamned
Chief Executive Offiger

dated financial statements.
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Bahrain Islamic Bank B.S.C.

INTERIM CONSOLIDATED STATEMENT OF INCOME

For the period ended 30 June 2008 (Unaudited)

INCOME

Income from Islamic finances

Return on unrestricted investment accounts
before Bank's share as a Mudarib
Bank's share as a Mudarib

Return on unrestricted investment accounts

Bank's share of income from unrestricted
investment accounts (as a Mudarib
and Rabalmal)

Income from investments

Fair value gain on investments in properties
Share of results of associates

Other income

Total income

EXPENSES

Staff costs
Depreciation
Other expenses

Total expenses

Net income before provision for impairment
Provision for impairment

NET INCOME FOR THE PERIOD

BASIC EARNINGS PER SHARE (fils})

The altached notes 1 to 6 form part of these interim condensed consolidated financial statements.

Note

16.66

Three months ended Six months ended
30 June 30 June
2008 2007 2008 2007
BD'000 BD'000 BD'000 BD'000
10,972 7,033 19,506 14,350
6,734 6,123 13,818 12,085
(3,047) {2,158) {6,315) (4,130)
3,687 3,965 7,503 7.955
7,285 3,068 12,003 6,395
8,931 2636 14,861 5,582
2,078 437 3,475 - 702
25 129 514 170
1,887 1,127 3,393 1,643
20,206 7.397 34,246 14,492
2,574 1,312 4,984 2,504
221 152 436 296
1,343 566 2,396 1,094
4,138 2,030 7,816 3,894
16,068 5,367 26,430 10,508
(300) - (600) -
15,768 5,367 25,830 10,598
23.92 39.18 33.95

3
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Bahrain Islamic Bank B.S.C.

= ™

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS

For the period ended 30 June 2008 {Unaudited)

OPERATING ACTIVITIES
Net income for the period
Adjustments for non-cash items:
Depreciation
Fair value gain on investments in properties
Gain on sale of investments in properties and ljarah assets
Share of results of associates
Provision for impairment

Operating profit before changes in operaling assets and liabilities

Working capital adjustments:
Mandatory reserve with CBB
Murabaha receivables
Mudaraba investments
Musharaka investments
Other assets
Customers' current accounts .
Other liabilities

Net cash (used in) from operating aclivities

INVESTING ACTIVITIES

Purchase of ljara Muntahia Bittamleek

Purchase of investment in properties and ijarah assets
Purchase of investments and associales

Net cash used in investing activitiss

FINANCING ACTIVITIES

Increase in unrestricted investment accounts
Dividends paid

Directors’ remuneration paid

- Zakah paid

Net cash from financing activities
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of the period
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD
CASH AND CASH EQUIVALENTS COMPRISE:

Cash and balances with CBB, excluding mandatory reserve deposits
Balances with other banks :

Six months ended

30 June
2008 2007
BD000 BD'0OC
25,830 10,588
436 296
(6,156) (574)
- {128)
{514) (170)
600 -
20,196 10,022
{10,423) (1,725)
{26,524) 17,358
(50,392) {33,076)
(37,738) (1,146)
{1,018) (114)
12,008 9,717
9,641 11
{84,250) 1,047
{36,325} (443)
(43,662) (1,975)
{9,615) (27,368)
(89,602) (29,786}
176,916 35,581
(7,615) {5,667)
- (210)
{306) (170)
168,995 29,534
(4,857) 795
6,064 7.954
1,207 8,749
367 3,405
840 5,344
1,207 8,749

The altached notes 1 to 6 form part of these interim condensed consolidated financial statements.
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Bahrain Islamic Bank B.S.C.

INTERIM CONSOLIDATED STATEMENT OF SOURCES AND

USES OF GOOD FAITH QARD FUND

For the period ended 30 June 2008 (Unaudited)

Balance at 1 January 2008

Uses of gard fund
Marriage
Refurbishment
Medical treatment
Others

Total uses during the period

Repayments

Balance at 30 June 2008

Balance at 1 January 2007

Uses of gard fund
Marriage
Refurbishment
Medical treatment
Others

Total uses during the period

Repayments

Balance at 30 June 2007

Sources of Qard fund
Contribution by the Bank
Donation

Total of suorces during the period

Funds
Qard hasan available for
receivables  qard hasan Total
80000 BD000 BOY000
27 101 128
18 (18) -
16 (16) -
14 {14} -
11 (11) -
59 (59) -
(66) 66 -
20 108 128
35 93 128
15 (15) -
16 {16) -
14 (14) -
10 (10) -
55 (55) -
(52) 52 -
38 a0 128
30 June 30 June
2008 2007
BD000 BD'00CO
125 125
3 3
128 128

The attached notes 1 to 6 form part of these interim condensed consolidated financial statements.
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Bahrain Istamic Bank B.S.C.

INTERIM CONSOLIDATED STATEMENT OF SOURCES AND USES OF

ZAKAH AND CHARITY FUND
For the period ended 30 June 2008 (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 period

Non-Islamic income

Donations

Total sources of funds during the period

Uses of zakah and charity funds

Philanthropic societies
Aid to needy families

Total uses of funds during the period

Undistributed zakah and charity funds at end of the period

30 June 3¢ June
2008 2007
BD'000 BD'000
486 365
- 13
- 25
488 403
35 5
248 57
283 62
203 341

The attached notes 1 to 6 form part of these interim condensed consolidated financial statements.
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Bahrain Islamic Bank B.S.C.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
At 30 June 2008 (Unaudited)

1 INCORPORATION AND ACTIVITIES

Bahrain [slamic Bank B8.5.C. {the “Bank™} was incorporated in the Kingdom of Bahrain in the year 1979
by Amiri Decree No.2 of 1979, under Commercial Registration (CR) number 9900, to carry out banking
and other financial trading activities in accordance with the teachings of Islam (Shari'a). The Bank
operates under a retaif banking licence 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.

The Bank holds 100% of the share capital of Abaa'd Real-Estate Company B.S.C. (*Subsidiary"). The
Subsidiary was incorporated in the Kingdom of Bahrain on 8 April 2003 with an authorized and fully paid-
up share capital of BD 10 milion which increased to BD 25 million during the period ended 30 June
2008. The Subsidiary started operations during the year 2007. The main activities of the Subsidiary are
the management and development of real estate in accordance with the Islamic rules and principles.

The Bank's registered office is at Building 722, Road 1708, Block 317, Manama, Kingdom of Bahrain.
The Bank has twelve branches, all operating in the Kingdom of Bahrain.

2 ACCOUNTING POLICIES

Basis of preparation
The interim condensed consolidated financial statements for the six months ended 30 June 2008 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 contain all
information and disclosures required in the annual consolidated financial statements, and should be read
in conjunction with the annual consolidated financial statements as at 31 December 2007. In addition
results for the six months ended 30 June 2008 are not necessarily indicative of the results that may be:

expected for the financial year ending 31 December 2008.

Significant accounting policies
The accounting policies adopted in the preparation of the interim condensed financial statements are

consistent with those used in the preparation of the annual consolidated financial statements, for the
year ended 31 December 2007, which were prepared in accordance with the Financial Accounting
Standards issued by the Accounting and Auditing Organisation for Islamic Financiat Institutions (the
“"AAQIF("), the Shari'a Rules and Principles as determined by the Shari'a Supervisory Board of the
Group, the Bahrain Commercial Companies Law and Central Bank of Bahrain and Financial Institutions
Law. For matters which are not covered by AAOIF| 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 in order to obtain benefits from its activities. The subsidiary is consolidated from the
date it was incorporated and was included in the interim condensed consolidated financial statements
using the purchase method of accounting. All intercompany balances, transactions and income are

eliminated on consolidation.

3 SHARE CAPITAL

The increase of share capital of BD 5,712 million is due to bonus shares that were approved in the
Annual General Meeting held on 10 March 2008.
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Bahrain Islamic Bank B.S.C.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
At 30 June 2008 (Unaudited)

4 COMMITMENTS AND CONTINGENT LIABILITIES

Credit refated commitments
These include commitments to enter into financing contracts which are designed to meet the

requirements of the Bank's customers.

Letters of credit and guarantees commit the Bank to make payments on behalf of customers.

The Group has the following credit related commitments and contingent liabilities on behalf of
customers:

Audited

30 June 31 December

2008 2007

BD'000 BD'000

Letters of credit 42,839 9,125
Guarantees 9,926 5,850
210 224

Operating lease commitments *

52,975 15,199

* The Group has entered into commercial leases for certain branches. These leases have an average
life of between 5 and 10 years with renewal terms included in the contracts. Renewals are at the option
of the specific enlity that holds the lease. There are no restrictions placed upon the lessee by entering

into these leases.
5 RELATED PARTY TRANSACTIONS

Related parties represents associated companies , major shareholders, directors and key management
personnel of the Group.

The balances and values of major transactions with the related parties are as follows:

Income (expense)

Six months ended Balances at
30 June 30 June 31 December
Name of refated party Transaction 2008 2007 2008 2007
BD'000 BD000 8Dooo BD'000
Shareholders Sukuk 348 367 11,982 12,316
Shareholders Tawaroq 209 407 27,503 18,003
Associate ljarah Muntahia Bittamleek 34 33 571 848
Associate Sukuk 59 178 6,792 2,266
Associate Tawaroq . - . 8,294
Associate Murabaha - - . 7,540
Board of Direclors liarah Muntahia Bittamleek 22 33 475 660
Board of Directors Musharaka 37 14 1,231 1,054

709 1,032 48,554 50,981
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Bahrain Islamic Bank B.S.C.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
At 30 June 2008 (Unaudited)

5 RELATED PARTY TRANSACTIONS (continued)

Compensation of the key management personnel is as follows:
Six months ended

30 June
2008 2007
BD'000 BD'00CO
Short ferm e'mployee benefits 699 266
46 28

Other long term benefits

745 294

6 INCOME FROM INVESTMENTS

This income includes dividend of BD 4.08 million (2007: BD 2.8 million) which is cyclical in nature.

10



