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Introduction

We have reviewed the accompanying 31 March 2018 condensed consolidated interim financial information
of Bahrain Islamic Bank B.S.C. {the “Bank”) and its subsidiary (together the “Group”), which comprises:

« the condensed consolidated statement of financial position as at 31 March 2018;

» the condensed consolidated statement of income for the three-month period
ended 31 March 2018;

o the condensed consolidated statement of cash flows for the three-month period
ended 31 March 2018;

» the condensed consolidated statement of changes in owners’ equity for the three-month period
ended 31 March 2018;

» the condensed consolidated statement of sources and uses of good faith qard fund for the
three-month period ended 31 March 2018;

« the condensed consolidated statement of sources and uses of zakah and charity fund for the
three-month period ended 31 March 2018; and

¢ notes to the condensed consolidated interim financial information.

The Board of Directors of the Bank is responsible for the preparation and presentation of this condensed
consolidated interim financial information in accordance with the Financia! Accounting Standards issued
by the Accounting and Auditing Organisation for islamic Financial Institutions. Our responsibility is to
express a conclusion on this condensed consolidated interim financial information based on our review.

Scope 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 Eniity”. A review of
interim financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Auditing standards for Islamic Financial Institutions 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.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
31 March 2018 condensed consolidated interim financial information is not prepared, in all material
respects, in accordance with the Financial Accounting Standards issued by the Accounting and Auditing
Organisation for Islamic Financial Institutions.

$oss

7 May 2018



Bahrain Islamic Bank B.S.C.

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 March 2018

ASSETS

Cash and balances with banks and Central Bank
Placements with financial institutions

Financing assets

Investment securities

ljarah Muntahia Bittamleek

ljarah rental receivables

Investment in associates

Investment in real estate

Property and equipment

Other assets

TOTAL ASSETS

LIABILITIES, EQUITY OF INVESTMENT ACCOUNTHOLDERS
AND OWNERS' EQUITY

Liabilities

Placements from financial institutions
Borrowings from financial institutions
Customers’ current accounts

Other liabilities

Total Liabilities

Equity of investment Accountholders

Owners' Equity

Share capital

Treasury shares

Shares under employee share incentive scheme
Share premium

Reserves

Total Owners' Equity

TOTAL LIABILITIES, EQUITY OF INVESTMENT
ACCOUNTHOLDERS AND OWNERS' EQUITY

31 March 31 December
2018 2017
Note BD'000 BD'000
{reviewed) {audited)
78,965 69,666
50,108 80,845
9 561,227 561,822
10 267,569 258,399
168,448 164,397
10,846 14,483
22,791 23,739
11 27,786 29,831
14,004 14,270
12 10,977 11,195
1,212,721 1,228,647
113,148 67.872
88,364 101,576
144,385 131,666
13 13,656 11,507
359,553 312,621
743,306 793,756
106,405 101,339
(892) (864)
(391) {498)
120 98
4,620 22,195
109,862 122,270
1,212,721 1,228,647

This condensed consolidated interim financial information, which consist of pages 2 to 22, were approved by
the Board of Directors on 7 May 2018 and signed on its behalf by:

Dr. Esam Abdulla Fakhrd™  Brig. Ebrahim Abdulla Al Mahmood /ﬁ Amin Jarrar
CHi cutive Officer

Chairman Vice Chairman

The accompanying notes 1 to 18 form part of this condensed consolidated interim financial information.



Bahrain Islamic Bank B.S.C.

CONDENSED CONSOLIDATED STATEMENT OF INCOME
For the three months ended 31 March 2018

Three months ended

31 March
2018 2017
BD'000 BD'000
(reviewed) (reviewed)
INCOME
Income from financing 10,522 9,207
Income from investment in Sukuk 2,590 1,405
Total income from jointly financed assets 13,112 10,612
Return on equity of investment accountholders {9,277} (7.004)
Group's share as Mudarib 5,766 5,142
Net return on equity of investment accountholders {3,511) {1,862)
Group's share of income from jointly financed assets 9.601 8.750
{both as mudarib and investor} ! '
Expense on placements from financial institutions {278) (453)
Expense on borrowings from financial institutions {1,002) (124)
Fee and commission income 1,798 2,054
income from investment securities 93 318
Income from invesiment in real estate {232} 96
Share of results of associates, net 4 (1,298)
Other income 181 418
Total income 10,165 9,761
EXPENSES
Staff costs 2,973 3,572
Depreciation 406 378
Other expenses 2,572 2433
Total expenses 5,951 6,383
Profit before impairment allowances 4,214 3,378
Impairment allowance, net {2,062) (2,795)
PROFIT FOR THE PERIOD 2,152 583
BASIC AND DILUTED EARNINGS PER SHARE {fils) 2.05 0.56
-_—
il
&‘—\ /
L O ;
V T2z }{
Dr. Esam Abdulla Fakh Brig. Ebrahim Abdulla Al Mahmood 2 n Amin Jarrar
Chairman _ Vice Chairman Chief Execlitive Officer

-

The accompanying notes 1 to 18 form part of this condensed consolidated interim financial information.



Bahrain Islamic Bank B.S.C.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the three months ended 31 March 2018

Thrae months ended
31 March
2018 2017
BD'000 BD060O
{raviewad} {reviewad)
COPERATING ACTIVITIES
Profit for the peried 2,152 583
Adjustments for non-cash items:
Depreciation 406 378
Impairment allowance, net 2,082 2,795
Amortizalion of gain on sale of investment in real estate {5} -
Loss on sale of Investment in real eslate 292 -
Gain on foreign exchange ravaluation (46) -
Share of results of associates, net (L] 1,208
Operating profit before changes in operating assets and liabiities 4,857 5,054
Working capital adjustments:
Mandatory reserve with Central Bank of Bahrain 905 (1.410)
Financing assats {13,592) {28,037)
ljarah Muntahia Bittamleek {(1,777) (10,048)
Other assels 90 (458)
Customers' current accounts 12,718 28,852
Other liabilities 1,895 8,655
Placements from financial institulions 45,276 19,420
Equily of investment accountholders (50,450} 45,248
Net cash from operating activities 523 67,276
INVESTING ACTIVITIES
Disposal of investmant in real estate 1,753 -
Purchase of property and equipment {140) {159)
Purchass of investment securities (27,279) (8.913)
Proceeds from disposal of invesiment securities 17,829 3.607
Net cash used in Investing activitles {7,837} {5,465)
FINANCING ACTIVITIES
Borrowings from financial institutions {13,212) S
Dividends_ paid ) {8) {3.051)
Nat cash used In financing activities (13,220} {5.051)
NET {DECREASE) / INCREASE IN CASH AND CASH EQUIVALENTS {20,534) 56,760
Cash and cash equivalents at 1 January 112,794 90,736
CASH AND CASH EQUIVALENTS AT 31 MARCH 92,280 147,496
Cash and cash equivalents comprse of:
Cash on hand 11,570 13,239
Balances with CBB, excluding mandatory reserve deposits 24,105 8,109
Balances with banks and other financia! institutions excluding restricted balances 6477 9,100
Placements with financial institutions with original malurities less than 90 days 50,108 117,048
92,260 147,496

The accompanying notes 1 to 18 form pan of this condensed consolidated interim financial information.
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Bahrain islamic Bank B.S.C.
CONDENSED CONSOLIDATED STATEMENT OF SOURCES AND USES OF
GOOD FAITH QARD FUND

For the three months ended 31 March 2018

Funds
Qard Hasan available for
receivables Qard Hasan Tolal
80000 BD000 BD000
(reviewed) ({reviewed) (reviewed)
Balance at 1 January 2018 71 57 128
Uses of Qard fund
Marriage - 5 5
Others (Wagqf) 9 (9 -
Total uses during the period 9 (9} -
Repayments (8) 8 -
Balance at 31 March 2018 72 56 128
Balance at 1 January 2017 65 83 128
Uses of Qard fund
Marriage = 5 “
Others (Waqf) 5 {5) -
Total uses during the period L1 (5) "
Repayments {12) 12 -
Balance at 31 March 2017 . 58 70 128
31 March 31 March
2018 2017
8D'000 80000
(reviewed) (reviewed)
Sources of Qard fund
Contribution by the Bank 125 125
Donation 3 3
128 128

The accompanying notes 1 to 18 form part of this condensed consolidated interim financial information.



Bahrain Islamic Bank B.S.C.

CONDENSED CONSOLIDATED STATEMENT OF SOURCES AND USES

OF ZAKAH AND CHARITY FUND
For the three months ended 31 March 2018

Sources of Zakah and charity funds

Undistributed Zakah and charity funds at the beginning of the period
Non-Islamic income / late payment fee

Contributions by the Bank for zakah

Contributions by the Bank for donations

Total sources of Zakah and charity funds during the period

Uses of Zakah and charity funds

Philanthropic societies
Aid to needy families
Islamic events

Total uses of funds during the period

Undistributed zakah and charity funds at the end of the period

31 March 31 March
2018 2017
BD'000 BD'000
(reviewed) (reviewed)
259 222
54 74
265 137
200 -
778 433
12 1
61 103
3 -
76 104
702 329

The accompanying notes 1 to 18 form part of this condensed consolidated interim financial information.



Bahrain Islamic Bank B.S.C.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

1 REPORTING ENTITY

Bahraln Islamic Bank B S.C. {the “Bank’) was incorporated in the Kingdom of Bahrain In 1979 by Amid Decree No.2 of 1979 and
registered with the Ministry of Industry and Commerce {"MOQIC"} under Commercia! Registration (CR) number 9800, to carry out banking
and other financial trading activities in accordance with the teachings of Islam {Shari'a). The Bank operates under an Islamic retail banking
license issued by the Central Bank of Bahrain {"CBB"). The Bank's Shar'a Supervisory Board is entrusted to ensura the Bank's
adherance to Shari'a rules and principles in its transactions and activities. The Bank is listed on the Bahirain Bourse.

The Bank's registered office is at Bullding 722, Road 1708, Block 317, Manama, Kingdom of Bahrain.
The Bank has elght branches (2017 eight), all operating in the Kingdom of Bahrain.

The consolidaled financial statements include the resulls of the Bank and its wholly owned subsidiary (together the "Greup”). The Bank
holds 100% of the share capital of Abaad Rea! Estate Company B.5.C. (c).

2 BASIS OF PREPARATION AND PRESENTATION

The condensed consolidated interim financia! information for the three months perod ended 31 March 2018 has been prepared in
accordance with Financial Accounting Slandards ("FAS”) Issued by the Accounting and Auditing Qrganisation for Istamic Financial
Institutions ("AAQIFI"). In line with the requirement of AAOIFi and the CBB Rute Book, for matters that are nol covered by AAOIFI
standards, the Group uses guidance from the relevant Intemational Financial Reporting Standards (IFRS"}. Accordingly, the condensed
consclidaled Interim financial Information has been presenled In condensed form in accordance with the gquidance provided by
Intemational Accounting Standard 34 - ‘inlerim Financial Reporting'. The condensed consolidated interim financial Information does not
contain all the information and disclosures required for full annual consalidated financlal statements, and should be read in conjunction
with the Group's audited consolidaled financial statements as at 31 December 2017 except for the effects of adoption of FAS 30 =
‘Impaiment, Credit losses and onerous commitments’, However, selected explanatory notes are Included to explain events and
transactions that are significant to an understanding of the changes in the Group's financial position and performance since the last
audited consolidated financial statements as at and for the year ended 31 December 2017,

3 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation applied by the Group in the preparation of the condensed consalidated interim
financial information are the same as those used in the preparation of the Group's audited consolidated financial statements for the year
ended 31 December 2017, except for the effects of early adoption of FAS 30 as set out in note 3(a) below. The adoption of FAS 30 may
result in additional disclosures at the year and

{a) EARLY ADOPTION OF FAS 30 — IMPAIRMENT, CREDIT LOSSES, AND ONEROUS COMMITMENTS

The Group has early adopted FAS 30 as lssued by the AAQIF| In November 2017 which is effective for financial perieds beglnning on or
after 1 January 2020 The date of transition is 1 January 2018, which resulted in changes in accounting policies and adjustments 1o the
amounts previously recognised In the consolidated financlal statements as of and for the year ended 31 December 2017.

As pemmitied by the transilional provisions of FAS 30, the Group elected not to restate comparative figures. Any adjustments to the
carrying amounts of financial assets and liabilities at the dale of transition were recognised in the opening retalned eamings.

The adoption of FAS 30 has resultéd in changes in the accounting policies for impalment of financlal assets. FAS 30 also amends
disciosures under other standands dealing with financial Instrumenis such as IFRS 7 *Financial Instruments: Disclosures'.

Set out below are the FAS 30 transition impact disclosures for the Group. Further detalls of the specific FAS 30 accounting policles
applied in the current period are described in more detail below and in note 4

{} Reconcillation of carrying amounts as at 31 December 2017 & camying amount as at 1 January 2018

The following table reconciles the carmying amounts as of 31 December 2017 to the camying amounts under as on 1 January 2018 upon
FAS 30:

Carrying FAS 30
amount as R carrying
at 31 « damount as at
December L 1 January
2017 2018
BD‘000

Financial assets
Cash and balances with banks and Central Bank 69,666 - 69,666
Placements with financial institutions 80,845 {3) 80,842
Financing Assets - net 561,822 {12,642) 549,180
Investment in sukuk 227,906 {96) 227,810
l]arah Muntahia Bittamleek & ljara rental receivables 178,880 (1,142} 177,738
Cther recelvables 1,991 (60) 1,931
Total financial assets 1,121,910 {13.943) 1.107.167

*Re-measurement is due to Increase in impairment alfowance due to change from incumred to expected credit loss (ECL).



Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

For the three months ended 31 March 2018

3 SIGNIFICANT ACCOUNTING POLICIES {continued)

{a) EARLY ADOPTION OF FAS 30 - IMPAIRMENT, CREDIT LOSSES, AND ONEROUS COMMITMENTS (continued)

The follawing table shows the camying amounts of financial assets as of 1 January 2018 by stage:

Financial assets

Cash and balancas with banks and Ceniral Bank
Placements with financial institutions

Financing Assats - net*

Investment securities

ljarah Muntahla Bittamleek & ljara rental recelvables
Other receivables

Total financial assets

* Financing assets includes unfunded exposures amounting to BD 27,380 thousand.

{i Impact on owners equity

Closing balance as at 31 December 2017
Recognition of expecled credit losses under FAS 30
Impact of adopting FAS 30 by associate

Opening balance as at 1 January 2018

1 fanuary 2018
Stage 1 Stage 2 Stage 3 Total
BD in ‘000"
69,666 - - 60,666
80,842 - - 80,842
464,003 59,009 53,548 576,560
226,741 - 1,069 227,610
154,108 9,914 13,716 177,738
- 1.9 - 1.931
995,360 70,854 68,333 1,134,547
R ]
Owners
equity
BD'000
122,270
{13,943)
{350)
107,977

The followling table reconciles the impairment allowance recorded as at 31 December 2017 to that of FAS 30 as at 1 January 2018

Placements with financial institutions

Financing assels

Investment in sukuk

ljarah Muntahia Bittamlaek & ljara rental receivables
Investment in asscciates

Invesiment in equity and funds

Financial guarantees

Letters of credit and acceptances

Credit cards

Other receivables

] Significant accounting policies adapted from 1 January 2018

kX
Decer;gfe; Re-measurement 201 51(;:';";3)'
BD'CCD
- k| 3
14,464 12,456 26,920
11,481 " 86 11,577
13,175 1,142 14,317
2,830 - 2,830
8,638 - 8,638
- 1 1
- a7 37
7023 148 851
- 60 60
51,291 13,943 65,234

The accounting policies, estimates and assumptions used in the preparation of these interim condensed consolldated financial statements
are consistent with those used in the preparation of the annua’ consolidated financial statements for the year ended December 31, 2017
excapl for the policies explained below. Based on the adoption of FAS 30, the following accounting policles are appticable effective 1
January 2018 replacing / amending or adding to the comasponding accounting policies sat out in 2017 financial statements.

1) tmpairment

The Bank recognizes loss allowances based ECL on the followlng financial instruments that are not measured at FVIS:

{ Debt type financial assets;

) bank balances and placements with banks;
{iii) financing assets,

(iv) financlal guarantee contracls issued; and
(v} commitments to finance

The Bank measures loss allowances at an amount equal to lifetime ECL, except for the other financial instruments on which credit risk has
not increased significantly since their initial recognition. for which ECL Is measured as 12-month ECL.

12-month ECL ara the poriion of ECL that result from default events on a financial Instrument that are possible within the 12 months afier

the reporting date.



Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSQLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

3 SIGNIFICANT ACCOUNTING POLICIES {continued)
(il Significant accounting policles adopted from 1 January 2018 (continued)
ii) Measurement of ECL

ECL is a probability-weighted estimate of credit losses. It is measured as follows:

) financial assets that are not credit-impaired at the reporting date: as the present value of all cash shorifalls {l.e. the difference
between the cash flows due to the enfity in accordance with the contract and the cash flows that the Bank expecis to receive);

(i) financial assets that are credit-impaired at the reporting dale: as the difference between the gross camrying amount and the
present value of astimated future cash flows;

(iii) undrawn commitments to finance: as the present valua of the difference between the contractual cash fiows that are dus to the
Bank if the commitment is drawn down and the cash flows that the Bank expects to receive; and

(iv) financial guarantee contracts: the expected payments lo reimburse the holder less any amounts that the Bank expects lo recover.

lif} Restructured financial assets

If the terms of a financial asset ars renegotiated or madified or an exlsting financial asset Is replaced with a new one due lo financial
difficulties of the borrower, the financial asset should be derecognized and ECL is calculated using the cash shortfalls from the existing
financlal asset that are discounted from the expected date of derecognition to the reporting date using the original effective profit rate of

#v) Credit-fmpaired financial assels

At each reporting date, the Bank assesses whether financial assets camied at amortized cost are credit-impairad. A financlal asset Is
‘credit-impaired’ when one or more events that have detrimental impact on the estimated futura cash flows of the financial asset have
occurred.

Evidence that a financial asset Is credil-impalred includes the following observable data

(0] significant financial difficulty of the boruwer or issuer;

(i) a breach of contract such as a default;

(iii)  the restructuring of a financing facitity by the Bank on terms that the Bank would not consider othenwiss; or
{iv) it is becoming probable that the borrower will enter bankrupicy or other financial reorganization

v} Preseriation of affowance for ECL in tha statement of financial position
Loss allowances for ECL are presented in the statement of financial posilion as follows:

i) financial assets measured at amortized cost: as a deduction from the gross camying amount of the assets;

(i) whare a financial instrument Includes bolh a drawn and an undrawn component, the Bank prasents a combined loss allowance for
both components. The combined amount is presented as a deduclion from the gross camying amount of the drawn companent.
Any excess of the loss allowance over the gross amount of the drawn component is presented as a provision.

vi) Write-off

Financial assets are written off either partially or in their entirety only when the Bank has stopped pursuing the recovery. If the amount to
be writtan off is greater than the accumulated loss allowance, the difference is first trealed as an addition to the allowance that Is then
applied against the gross camying amount. Any subsequent recoveries are credited to other ingome

4 FINANCIAL RISK MANAGEMENT

The Group's financial risk management objectives and policles are consistent with those disclosed In the audited consolidated financial
statements as at and for the year ended 31 December 2017, except for the impacts of adoption of FAS 30 as set out in note 3 (a), which
may result In additional disclosures at year end.

The Bank's aclivities expose it to a variety of financial risks and those activities Involve the analysis, evaluation. acceptance and
management of some degree of risk or combinatlon of risks. Taking risk is core to the banking business, and these risks are an inevitable
censequence of participating in financial markets. The Bank's aim is therefore to achieve an appropriate balance between risk and retumn
and minimize potential adversa effects on the Bank's finanglal pedormance

The Bank's risk management policies, procedures and syslems are designed 1o Identify and analyze these risks and to set appropriate fisk
mitigants and controls. The Bank reviews ils risk management palicies and systems on an ongoing basis to reflect changes in markets,
products and emergling best praclices

Risk management Is performed by the Credit and Risk Management Department under policies approved by the Board of Directors. The
Credit and Risk Managamant Department identifies and avaluales financial risks In close co-operation with the Bank's operating units. The
mast important types of risks identified by the Bank are credit risk, liquidity risk and market risk. Market risk includes currency risk, profit
rate risk, operalional risk and price risk,

(] Credit Risk

Credit risk Is considered to be the most significant and pervasive risk for the Bank. The Bank takes on exposure to credit risk, which Is the
risk that the counter-party to a financlal transaction will fail to discharge an obligation causing the Bank to incur a financial loss. Credit risk
arises principally from financing (credit facilities provided to customers) and from cash and deposits held with other banks. Further, there is
credit risk in certaln off-balance sheet financial instruments, including guarantees relating to purchase and sale of foreign cumencles,
letters of cradil, acceptances and commitments 1o extend credit. Credit risk monitoring and control is pedormed by the Credit and Risk
Management Department which sets parameters and thresholds for the Bank’s financing activities.

10



Bahrain |slamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

4 FINANCIAL RISK MANAGEMENT (Continued)

(i) ECL - Significant increase in credif risk {SICR)

To determine whether credit Ask has significantly increased since Initlal recognition, the Bank will compare the risk of default at the
assessment date with the risk of default at initlal recognition. This assessment is 10 be carried out at each assessment date.

For Corporate portfolio, The Bank assess for significant increase in credit risk (SICR) at a counlerparty leve! as intemat rating Is cumently
camed out at a counterparty level and rating Is not assigned at facility level. The Bank maintains a facility level rating being the
counterparty’s intema! rating at date of facility origination and date of assessment.

For Retail portfolio, Bank currently manages its retail portfo©o at a facility level, However, assessment for SICR on the retait portfolio Is
done on a counterparty level. Days past due (DPD) of individua’ facilities will reflect on the counterparty SICR assessment.

1] Generaling the term structure of PD

Credit fisk grades ara a primary input Into the determination of the term structure of PD for exposures. The Bank collects performance and
default Information about its credit risk exposures analyzed by type of product and borrower as well as by credit sk grading.

The Bank employs statistical models to analyze the data collected and generate estimates of the remaining lifatime PD of axpasures and
how these are expected 1o change as a resutt of the passage of time.

This analysis includes the identlfication and calibration of relationships between changes in default rales and macro-ecanamic factors as
well as In-depth analysls of the impact of certain other factors (e.9. forbearance experience) on the risk of default. The macro economic
factors used in this anatys!s are shorttisted from the list given below;

1. Gross dumestic product. constant prices

2. Total investmeants,

3. Gross national savings

4. Inflation, average consumer prices,

5. Volume of imports of goods and services,

6. Volume of exports of goods and services (including oll);

7. Population

8. General govemment revenue;

9. General govemment total expenditure;

10 Genoral government net landing / borrowing: and

11. General governmant nat dabt.

Based on consideration of a variety of extemal actual and forecast Information, the Bank formulates a 'base case' view of the future
direction of relevant economic vartables as well as a representative range of other possible forecast scenarios {l.e. on incorporation of
forward-looking Informatlon). The Bank then uses these forecasts to adjust its estimates of PDs

For Corporate portfolio, through the yearly review of the corporate portfolio, the Bank observes yearly perfarmances to compute a count
based PD over the one year horizon for the past 5 years. These PDs are grouped as per intemal risk ratings (i.e. from 1 to 7). An average
default rate of the 5 yearly observed default provides the through the cycle PDs. Where a counterparty Is not rated. PD assigned for rating
6 is used

0] Auto finance;

(i) Morigage finance

(i) Tasheel Finance and Others, and
(iv) Credit cands.

PDs for each sagment are measured using Observed Default Estimation and thus PO is calculated based on DPD bucket level for each
segment separately. Under this analysis, the delinquency status of accounts s fracked at an interval of one year with a moving month
cycla. A minimum of 5 year DPD data is considered.
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Bahrain Istamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

4 FINANCIAL RISK MANAGEMENT (Continued)
i) Determining whether credil risk has increased significantly

In determining whether credit risk has Increased significantly since initial recognition, the Bank uses its internal credit risk grading system
external risk ratings, delinquency status of accounts, restructuring, espert credit judgement and, where possible, relavant historical
&xperiance.

Using its expert credit judgment and, where possible, relevant historical experience. the Bank may determine that an exposure has
undergone a significant Increase in credit risk based on particular qualitative indicators that # considers are Indicative of such and whose
effect may not otherwise be fully reflected In iis quantitative analysis on a timely basis.

As a backstop. the Bank considers that a significant increase In credit risk occurs no later than when an asset I more than 30 days past
due. Days past due are determined by counting the number of days since the earllest elapsed due date In respect of which full payment
has naot been received. Due dates are determined without considering any grace period that might be available to the bomower.

The Bank monitors the effectiveness of the criteria used to dentify significant increases in credit risk by regular reviews and validalions:

The Bank classifies its financlal instruments Into stage 1. stage 2 and stage 3, based on the applied impaimment methodology, as
described below: -

Stage 1 {12 months ECL}: for financial instruments where there has not been a significant increase in credi risk since Initia! recognition
and that are not creditimpaired on origination. the Bank recognises an allowance based on the 12-month ECL. All accounts at arigination
would be classified as Stage 1 only exceplions are Purchased or Originated Credit Impaired (POCI) assats.

Staga 2 (lifetime ECL not credit impaired): for financial instruments where there has been a significant increase in credit risk since initial
recognition but they are not creditdmpaired, the Bank recognises an allowance for the lifetime ECL for all financings categorized In this
stage basad on the actua! / expected maturity profile including restructuring or rescheduling of facilitles.

Stage 3 (lifetime ECL credit Impaired): for credit-impaired financial instruments, the Bank recognises the lifetime ECL. Default
identification prucess | e. DPD of 80 more Is used as stage 3.

v) Definition of ‘Defaull’

The Banks definition of default is aligned with regulatory guidesnes and intemal credit risk management practices. Defaulted assels will
fall under the Stage 3. In general, a counterparty is considered in default and hence relevant financial asset or a group of financial assets
is impaired if, and only if, there is objective evidence of impainnent as a result of one or more events that occurred after the Initial
recognilion of the assat (a loss event') and that loss event (or events) has an impact on the estimated future cash fiows of tha financial
asset or group of financial assels that can be reliably estimated. It may not be possible to identify a single, discrete event that caused the
Impaimment; rather the combined effect of several events may have caused the impairment losses expecied as a result of fulure events, no
matter how likely, are not recognised. Objective evidence that a financial asset or group of assels is impaired includes observable data
that comes 1o the attention of the holder of the asset. Following are certain indicators 1o identify the impaiment of asset {indicators are not
necessarily to be observed on individual basis):

{1 significant financial difiiculty of the issuer or the obligor;

(i) material breach of facility covenants, conditions and contract (subject to management discretion);

(iil) Grant to the borrower a concession thal the lender would not otherwise consider except for economic or legal reasans relating to
tha borrower's financlal difficulty;

{iv) Imminent bankruptcy or other financial reorganization of the borrower;

{v) significant downgrading in credit rating by an extemal credit rating agency;
{vh disappearance of an active market because of financial difficuliles;

{wily Presence of past due contractual payments of either principal or profit; and
{wiii) Deterioration in the value of security and likelihood of successhufly realising it

In general, counterparties with faciiities exceeding 90 days past dues are considered in default.
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Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

4 FINANCIAL RISK MANAGEMENT (Continuad)

wi) Incorporation of forward looking information

The Bank Incorporates forwand-looking Information into both lts assessment of whether the credit risk of an instrument has iIncreased
significantly since its initial recognition and its measurement of ECL. the Bank annually source macro-econcmic forecast data for eleven
variables rom the Intemational Monetary Fund (IMF) database for Bahrain.

Macro-economic varlables checked for correlation with the probability of default for the past five years and only thase variables for which
the movement can be explained are used. Management judgement is exercised when assessing the macroeconomic variables.

vii} Measurement of ECL

The Bank measures an ECL at an individual instrument level taking Into aceount the projecied cash Rows, PD, LGD, CCF and discount
rate. For portfolios wherein instrument level information is not available, the Bank camies out ECL estimation on a collective basis,

The key Inputs into the measurement of ECL are the term structure of the following variables

(i) probability of default (PD),
(i} loss given default (LGD);
(iiy exposure al default (EAD),

These parameters are generally derived from intemally developed statistical models and other historical data. They are adjusted to refiect
forward-laaking information as described above

Comorate PD estimales are calculated based on statistical rating models, and assessed using rating lools tailored to the various
categories of counterparties and exposures. These statistical mode!s ara based on intemally compiled data comprising both quantitative
and qualitative factors. If a counterparty or exposure migrates batween ralings classes, then this will lead to a change in the estimate of
the associated PD,

Retail PD estimales are measured using Observed Default Estimation at the segment level and thus PD will be calculated based at DPD
bucket level for each sagment separately Under this analysis, the delinquency stalus of accounts will be tracked at an interval of one year
with 8 moving month cycle.

Debt type instruments Portfolio, Nostro and Interbank Placements portfolio is assessed for SICR using extermnal ralings, the Bank shall
abtain PD astimates from Moody's f Standard & Poor's (S&P} / Fitch or any other extemal ratings.
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Bahrain Islamic Bank B.S.C.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

4 FINANCIAL RISK MANAGEMENT tContinuad)

LGD is the magnitude of the likely toss If there is a default. The Bank estimates LGD parameters based on the history of recovery rates of
clalms against defaulled counterparties. The LGD models consider the structure, collateral, seniority of the clalm, counterparty industry
and recovery costs of any collateral that Is Integral to the financial asset.

EAD reprasents the expected exposure in the evenl of a defaull, The Bank derves the EAD from the current exposure to the counterparty
and potential changes to the cument amount allowed under the contract including amortization. Tha EAD of a financial asset is Hs gross
camying amount. For financing commitments and financial guarantees, the EAD Includes the amount drawn, as well as polentlal future
amounts that may be drawn under the contract, which ara estimated based on historical observations and forward-looking forecasts.

The period of exposure fimits the period over which possible defaults are considered and thus affects the detemmination of PDs and
measurement of ECLs (especially for Stage 2 accounts with lifetime ECL)

Subject to using a maximum of a 12-month PD for financial assets for which credit risk has not significantly Increased, the Bank measures
ECL considering the risk of default over the maximum contractual period (including any borrower's extension options) aver which #t is
exposed to credit risk, even If, for risk management purposes, the Bank considers a longer period. The maximum contractual period
oxtends to the dale at which the Bank has the right to require repayment of an advance or terminate a financing commitment or guaraniee

viii) Impairment aliowance

a. The following table sets out information about the credit quality of financial assets measured at amortized cost. Unless specifically
indicated, for financial assels, the amounts in the table represent gross camying amounts.

31 March 2018

Stage 1 Stage 2 Stage 3 Total
80 in ‘000

Financlal assets at amortized cost
Corporate and retall (Funded and unfunded exposure)
Low risks 457,507 17.764 - 475,271
Acceptable risks 162,419 51,320 - 213,739
Watch list 12,422 9,916 - 22,3%
Non performing . - 101,926 101,926
Corporate and retail carrying amount 632,348 79.000 101,926 813.274
Investment In Sukuk
Low risks 224,825 - - 224,825
Acceptabia risks 11,502 - - 11,502
Walch list - - - -
Non performing ' - - 12,580 12,580
invesiment in Sukuk cerrying amount 236,327 - 12,580 248,907
Placements with financlal Institutions
Low risks 50,109 - - 50,109
Acceplable risks - - - -
Watch list - - - -
Non performing - - S -
Placements with financial institutions carying amount 50,109 - & 50.109
Balances with Banks
Low risks 899 - - 8,991
Acceptable risks - . 5 -
Walch list - - - -
Non performing - - - -
Balances wilh Banks carrying amount 8,991 - - 8,991
Other Receivables - 1,991 101 2,092
Total gross carrying value 927,775 80,931 114,607 1,123,373
Impairment allowance (3,473) (4.879) {46.806) {55,158)

Financial assets carrying amount 924,302 76,112 67,801 1,068,215
I —— ]




Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

For the three months ended 31 March 2018

4 FINANCIAL RISK MANAGEMENT (Continued)

viii) Impairment affowance (continued)

Financial assets ECL impairment allowance
Corporate and retall exposures
Balance at 1 January

Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3

Net charge for the period
Recoveries/write-backs
Amounts wrilten off during the periad

Balance as at 31 March
Investment In Sukuk
Balance at 1 January

Net charge for the period
Foreign exchange movement

Balance as at 31 March

Balancas with Banks and placements with financial institutions

Balance at 1 January

Net charge for the period

Balance as at 31 March

Other Receivablas

Balance at 1 January

Net charge for the period

Balance as at 31 March

Total ECL Impairment allowance as at 31 March

Financial assats impairment allowance
Balance at 1 January

Net transfer between stages

Charge for the period
Recoveriashwrite-backs

Amounts written off during the period
Fareign exchange movement

Balance as at 31 March

31 March 2018

Stage 1 Stage 2 Stage 3 __Total
BO in ‘000
2,913 1,123 28,080 42,128
1116 {1,116) -
{273) 549 (276) -
(2) (6,618) 6,620 -
(373) 911 650 1,188
- - (24) (24)
. - {47 (47)
3.381 4,849 35,013 43,243
96 - 11,481 11,577
(5) - 189 184
- . 2% 26
H - 11,696 11,787
3 - 3
(2) - (2)
1 - - 1
- 0 - 60
- (30} a7 67
- 30 97 127
3,473 4,879 46,006 55,158
31 March 2018
Stage 1 Stage 2 Stage 3 Total
BO in ‘000
3,012 11,182 39,57 53,768
841 {7.185) 6,344 -
(380) 881 936 1,437
5 - {24) (24)
- - (47) (47)
- - 26 26
3,473 4,879 45,806 55,158 _
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Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

] CAPITAL ADEQUACY

31 March 31 December

2018 2017

{Reviewed) (Audited)

ab'ooo 80060

Credit risk weighted assets 575,484 570,342

Opaerational risk weighted assets 103,812 86,085

Market risk weighted assets 9,526 10.702

Total Plllar | - risk welghted assets %022 667,129

Tier | capltal 103,717 116,125

Tier Il capital 13,3239 13,283
Total tier 1 & Il capltal 37,056 T125.400

Tier | ratio 15.06% 17.41%

Tier] & ! ratio 16.99% 19.40%

6 JUDGMENT AND ESTIMATES

Preparation of condensed consclidaled inlerim financial informaticn requires management to make judgments, estimates and
assumptions that affect the applicallon of accounting palicies and the reported amounts of assets and liabililies, income and expenses
Actual results may differ from these estimates. The significant judgments made by management in applying the Group's accounting
policies and the key sources of estimation uncertainty wera same as applied to the consolidated financial statements as at and for the year
ended 31 December 2017, except for the effects of early adoption of FAS 30 as described in Note 3 to this interim condensed
consalidated financial information

7 COMPARATIVE INFORMATION

The condensed intedm financial information is reviewed, not audited. The comparalives for the condensed consolidated statement of
financial position have been extracted from the Group's audiled consolidated financial statements for the year ended 31 December 2017
and comparatives for the condensed consclidated statements of income, changes in owner's equity. cash Rows, sources and uses of
Good Faith Qard Fund and sources and uses of Zakah and Charity Fund have been extracted from the Group’s reviewed condensed
consolidated interim financial information for the three months ended 31 March 2017,

8 SEASONALITY
The Bank does not have significant income of seasonal naturs.
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Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

For the three moenths ended 31 March 2018

9 FINANCING ASSETS

Murabaha
Musharaka

Gross financing assets
Deferred profits
Impalment allowance

10 INVESTMENT SECURITIES

i} Debt type instruments

Quoted Sukuk - caried at amortised cost®
Balance ai the beginning of the period
Acquisilions
Disposals and redempti

Balance at the end of the period

Unquoted Sukuk - carriad at amortised cost
Balance at the beginning of the period
Acquisitions
Disposals and redemptions
Foreign currency translation changes

Impairment allowance
Balance at the end of the pariod

m Equily type instruments

Quoted shares - at fair value through equity
Balance at the beginning of the perod
Provision for impairment
Disposals
Balance at the end of tha period

Linquoted shares - at cast less impaiment
Balance at the beginning of the perod
Provision for impairment
Balance at the end of the perlod

Uinguoted managed funds - at cost less imparmant

Balance at the beginning of the perlod
Foreign currency translation changes
Write off

Balance at tha and of the period

Total net investment sacurities

* inciudes sukuk of BO 18,494 thousand pladged against medium term barmowings of BD 50,270 thousand

31 March 31 December
2018 2017
80000 BO00o
{Reviewed) {Audited)
538,502 522,216
145,744 107.468
684,246 629,684
(93,711) (52,695)
{29,308) {15,167)
561,227 561,822
31 March 31 December
2018 2017
BDoeo 80000
{Reviewed) fAudited}
129,295 61,626
7,995 70,043
{11.111) (2.374)
126,179 128,285
110,092 60,763
19,284 49,503
(6,718) (223)
26 49
122,684 110,092
{11,787) {11,481)
110,897 98,611
- 2,392
- {1,704)
- (686)
17,592 17,592
{1,267} {1.267)
16,325 16,325
14,168 14,168
14,168 14,168
267!569 255! 399
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Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

1 INVESTMENT IN REAL ESTATE

31 March 31 December
2018 2017
BD'000 80000
fReviowed) fAuditad)
Lands 26,638 27,796
Buildings 1,148 2,035
27,786 20,831
31 March 31 December
2018 2017
80000 BD'000
{Reviawed) (Audited)
Beginning of the period 29,831 29,510
Capitalized expenditure - 28
Disposal {2.045) {372)
Fair value changes - 665
End of the period 27,786 29,83
Investment in real estate comprises properties located in the Kingdom of Bahrain and the United Arab Emirates.
12 OTHER ASSETS
31 March 31 December
2018 2017
BD'000 BD'000
{Raviewed) fAudited)
Repaossessed assets 5,689 5,689
Receivables* 2,544 2475
Staff advances 1,601 1,608
Prepaid expenses 964 1138
Other 179 285
10,977 11.195
* Receivables are net of ECL amounting to BD 127 thousand as of 31 March 2018 (31 December 2017 Nif).
13 OTHER LIABILITIES
31 March 31 Dacember
2018 2017
BD'060 80000
{Reviewaed) [Audited)
Managers’ cheques 3,010 1,833
Accrued expenses 3,077 3,618
Payable to vendors 3,018 708
Life insurance {Takaful) fees payable 833 989
Dividends payable 992 1,000
Zakah and charity fund 702 259
Other 2,024 3.090
13,656 11,507
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Bahrain Islamic Bank B.S.C.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

14 COMMITMENTS AND CONTINGENT LIABILITIES

Credit related commitments
These include commitments to enter into financing contracts which are designed to meet the requirements of the Group's

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

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

31 March 31 December

2018 2017

BD'000 8D'000

(Reviewed) (Audited)

Letters of credit and acceptances 8,837 5,470
Guarantees 73,802 74,159
Credit Cards 32,912 30,508
Altamweel Almaren 13,925 19,033
Operating lease commitments * 201 223
Commitments to finance 17,924 19,147
147,601 148,540

* The Group has entered into commercial leases for certain branches. The remaining average period of these leases ranges
between 1 month and 3 years with renewal terms included in the contracts. Renewals are at the option of the Bank. There are no
restrictions placed upon the lessee by entering into these leases.

15 RELATED PARTY TRANSACTIONS

Related parties comprise of major shareholders, directors of the Bank, senior management, close members of their families, entities
owned or controlled by them and companies affiliated by virtue of common ownership or directors with that of the Bank. The
transactions with these parties were made on commercial terms.

The significant balances and transactions with related parties at 31 March 2018 were as follows:

31 March 2018 (Reviewed)
Associates Directors
and joint and related Senlor
Shareholders ventures entities management Total
BD000 BD00 BDY00 BD00O 8D000
Assets
Financing assets - - 1,596 - 1,596
Investment in associates - 23,789 . - 23,789
Other assets - - - 287 287
Liabllities and Equity of i hold . .
Borrowings from financia! institutions 38,993 - - - 38,993
Customers’ current accounts - 79 328 93 500
Other tiabilities - - 408 - 408
Equity of investment accountholders 42,270 - 1,532 943 44,745
31 March 2018 (Reviewed)
A I Dis s
and foint and related Senior
Shareholders ventures entities management Total
BD'000 BDV00 80000 BD00O BD000
Income
Income from financing - - 25 - 25
Share of results of associates, net - 4 - - 4
Retumn on equity of Investment accountholders (311} . (8) (8) (327)
Expense on borrowings from financial Institutions (359) - - - (359)
Expenses
Staff costs - - - (329) (329)
Other expenses - - (53) - (53)
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Bahrain Islamic Bank B.S.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

Far the three months ended 31 March 2018

15 RELATED PARTY TRANSACTIONS {contlnuad)

31 December 2017 {Audited}

Associaley Diractors
and joint and ralated Sanior
Sharahoiders vaniures anlities managemant Total
80000 BD00O BOD'GO0 80000 BO'0OO
Assats
Financing assets - - 1,608 S 1,683
Investment in associates - 23,79 - - 23,739
Other assets - - . 281 281
Llabditias and Equity of investment accountholders
Borrowings from financial Institutions. 38,991 . - - 38,99
Customers’ cumrent accounts - 130 662 280 1,072
DOther Eabilties - - 517 - 517
Equity of investment accounthoiders 47,092 - 7018 1,563 56,474
31 March 2017 (Raviewed)
P— P
and joint and refated Senior
Shargholders veniures anlilies management Tatat
a000¢ 80000 BOOOD 80000 80000
Incoma
Income from financing - - 16 - 16
Share of results of assodiates, net = {1,298) - - {1.298)
Retum on aquity of investment accounthoiders {426) (3) 3) {8} (441)
Expenses
Staff costs . - - {155) (35%)
Other expenses - - (222) - (222)
Compensation of the key management personnel is as follows:
Three months ended
31 March
2018 2047
BD000 BDOOG
Short lerm employee benefits 268 294
Other long term benefits 61 61
329 355

16 FINANCIAL INSTRUMENTS
Fair value hierarchy

Falr value Is the amount for which an assel could be exchanged or a liabllity settled between knowledgeable and willlng partles in an
amn’s fength transaction.

Fair values of quoted securilies/sukuk are derived from quoted market prices in active markets, If avallable. For unquoted
securitles/sukuk, fair value Is estimated using appropriate valuation techniques. Such techniques may include using recent am's
length market transactions; reference to the current fair value of another instrument that is substantially the same; discounted cash
flow analysis or other valuation models.

The Group uses the {oflowing hierarchy for determining and disclosing the fair value of financial instruments by valuallon technique:

Level 1: quoted {unadjusted) prices in active markets for identical assets or llabillties;

Level 2: other technigues for which all inputs which have a significant effect on the recorded fair value are observable, either directly or
Indirectly; and

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable
market data.
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Bahrain Islamic Bank B.5.C.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

16 FINANCIAL INSTRUMENTS {continued)
As of 31 March 2018, the Bank did not have any financial instruments recorded al fair value.

Transfers between Level 1, Level 2 and Leve! 3
During the three-months period ended 31 March 2018 there were no transfers between Level 1 and Level 2 fair value measurements,
and no transfers into or out of Leve! 3 falr value measurement.

Fair values of quoled securities/sukuk are derived from quoted market prices in active markets, if avallable. In case of financing assets
the average profit rate of the portfolio is in line with curent market rates for similar faciliies and hence after consideration of
adjustment for prepayment risk and impairment charges It is expected that the current value would not be materially ditferent from fair
value of these assets, Other than equity investmenis and managed funds carried at cost of BD 30,493 thousand (2017: BD 30,493
thousand). the estimated falr value of the Bank’s other financial instruments are not significantly ditferent from their carrying values due
to thelr short-term nature.

17 SEGMENTAL INFORMATION

For management purposes, the Group is organised Into three major business segments;

Corporate rPrInpra!Iy handling equity of corporate investment accountholders’, corporate
current accounts, and providing Islamic financing facilittes to corporate
customers.

Retall Principally handling equily of individual retall customers’ Investment

accountholders’, retall current accounts, and providing Islamic financing
facilittes to individua! customers.

Investment Principally handling equity of banks' and financial institutions' investment
accountholders. providing money market, trading and treasury services as well
as the management of the Group's investment activities. Investment activities
involve handling investments in local and international markels and investment
in properties.

These segments are the basis on which the Group reports its primary segment informatlon. Transaclions between segments are
conducted at estimated market rates cn an arm'’s length basis. Transfer charges are based on a pool rate which approximates the cost
of funds.
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Bahrain Islamic Bank B.S.C.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
For the three months ended 31 March 2018

17 SEGMENTAL INFORMATION (continued)
Segment information is disclosed as foliows:

For the three months ended 31 March 2018 {Reviewed)

Corporate Retalf  Investment Total
80000 BpDaoo 80000 BD00O
Total net income 2,087 5,934 2,134 10,165
Total expenses {1,106) {4,008} {747) {5,951)
Provision for impairment (361) {B28) (873) (2,062}
Profit / {loss) for the period 630 1,008 514 2,152
Other informatlon
31 March 2018 (Reviewed)
Corporate Retall  Investment Total
80000 BD000 BD'000 80000
Segment assels 328,708 451,754 432,259 1,212,721
Segment liabillties, and equity 394,634 539,881 278,206 1,212,111
For tha three months ended 31 March 2017 (Reviewed)
Corporate Relail invastment Tolal
BD'O0G BD'Goo BD060 BLD'000
Total nel income 2,704 6814 243 9,761
Total expenses (1.147) (4.432) (B04) (6,383)
Provision for Impairment (1.822) 104 (1.077) {2,795)
Profit / {loss) for the period (265) 2,486 {1,638) 583
Other Information
31 December 2017 {Audiled)
Corporate Retlail invastment Tolal
80000 80'a00 BD000 BD'000
Segment assets 330624 455,535 442,488 1,228,647
Segment llabilities, and equity 450,926 517,873 259,848 1,228,647

The Group operales solely in the Kingdom of Bahrain and, as such, no geographical segment Information is presenied.

13 COMPARATIVES

Certain prior period amounts have been regrouped to conform to current period's presentation. Such regrouping did not affect
previously reporied profit for the period or total equity, except for the changes due to early adoption of FAS 30 (refer to note 3).





