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INDEPENDENT AUDITORS’ REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

Te

The Board of Directors
Investors Bank BSC
Manama

Kingdom of Bahrain

5 November 2008

Introduction

We have reviewed the accompanying condensed balance sheet of Investors Bank BSC (the “Bank”) as at
30 September 2008, and the related condensed statements of income, changes in equity, cash flows, and
changes in restricted investment accounts for the nine-month period then ended (the interim financial
information). The Board of Directors of the Bank is responsible for the preparation and presentation of this
interim financial information in accordance with the Financial Accounting Standards issued by the
Accounting and Auditing Organisation for Islamic Financial Institutions. Our responsibility is to express a
conclusion on this interim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the 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 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 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
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.

KPMG Fakhro, a registered partnership under Bahrain law,
is a member of KPMG International, a Swiss cooperative.



INVESTORS BANK B.S.C. (c) 2

CONDENSED BALANCE SHEET

as at 30 September 2008 US$
Note | 30 September 31 December
2008 2007
(reviewed) (audited)
ASSETS
Cash and cash equivalents 715532 9,631,572
Trading investments 17,973,826 29,727,074
Available-for-sale investments 27,550,823 20,735,571
Murabaha receivables 5 3,243,848 3,243,848
Mudaraba investment e - 4,500,000
Receivable from Mudarib 5 6,127,801 11,896,174
Receivables from sale of investments 5 18,048,080 29,860,901
Deferred payment sale receivables 5 3,680,203 3,680,203
Investment properties 7 26,345,709 13,838,620
Other assets 13,871,943 8,310,384
Equipment 1,681,327 1,631,225
Total assets 125,639,092 137,055,572
LIABILITIES AND EQUITY
Liabilities
Due to a financial institution 8 3,670,202 3,670,202
Murabaha payable 5} 3,229,064 3,229,064
Other liabilities 353,938 291,232
Total liabilities 7,253,204 7,190,498
Equity
Share capital 80,000,000 80,000,000
Statutory reserve - 7,409,515 7,409,515
Available-for-sale investments fair value reserve 9,136,042 10,263,817
Retained earnings 21,840,331 32,191,742
Total equity (page 4) 118,385,888 129,865,074
Total liabilities and equity 125,639,092 137,055,572
OFF-BALANCE SHEET ITEMS
Restricted investment accounts (page 6) 16,997,684 16,708,037
)
IS e 1

Isa Abdulla Al-Mannai
Director

Abdulaziz Al Bader
Chairman

The Directors approved the interim financial information consisting of pages 2 to 10 on 5 November 2008.



INVESTORS BANK B.S.C. (c)

CONDENSED INCOME STATEMENT
for the nine months ended 30 September 2008

US$

Income from available-for-sale
investments

Income from trading investments
Fair value (loss)/gain on trading
investments

Fair value loss on available-for-
sale investments

Income from investment property,
net

Other income (note 6)

Total net income

Staff cost

Administrative and general
expenses

Impairment loss on available-for-
sale investments

Depreciation

Total expenses

(Loss) / profit for the period

Earnings per share (US$)
Basic

Nine months ended

Three months ended

30 September | 30 September 30 September | 30 September
2008 2007 2008 2007
(reviewed) (reviewed) (reviewed) (reviewed)
253,299 412,579 21,366 -
1,020,766 171,987 - -
(12,559,549) (4,905,846) (12,419,400) 987,119
(540,770) (100,904) - (50,452)
1,411,517 - - -
2,166,695 1,312 231 (165,934) 963,540
(8,248,042) (2,510,003) (12,563,968) 1,900,207
1,106,644 1,010,051 395,165 268,214
599,943 787,556 120,582 190,739
41,953 - 41,953 -
354,829 37,082 118,976 11,961
2,103,369 1,834,689 676,676 470,914
(10,351,411) (4,344,692) (13,240,644) 1,429,293
(0.04) (0.02) (0.05) 0.01

The interim financial information consists of pages 2 to 10.
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INVESTORS BANK B.S.C. (c) 5
STATEMENT OF CASH FLOWS
for the nine months ended 30 September 2008 US$
30 September 30 September
2008 2007
(reviewed) (reviewed)
OPERATING ACTIVITIES
Dividends received 216,342 -
Placement fees received - 2,000,000
Underwriting fees received - 3,631,836
Purchase of trading investments (941,509) B
Purchase of available-for-sale investments (8,609,692) -
Proceeds from sale of trading investments 148,150 -
Proceeds from sale of available-for-sale investments 239,119 -
Collections of receivable from sale of investments 1,494,006 -
Payments for operating and other expenses (1,685, 715) (1,973,668)
Employee Qard Hasan and advances, net 22,094 43,268
Others 988,625 44,008
Cash flows from operating activities (7,978,580) 3,745,444
INVESTING ACTIVITIES
Purchase of equipment (3568,3583) (1,186,128)
Advances for purchase of equipment - (266,993)
Proceeds from disposal of equipment 52,520 -
Cash flows from investing activities (305,833) (1,453,121)
FINANCING ACTIVITIES
Mudaraba investments - (4,500,000)
Receipt from Mudaraba investments - 10,034,860
Collections of receivable from Mudarib 5,768,373 -
Cash paid to charitable organisations - (588)
Cash flows from financing activities 5,768,373 5,534,272
Net (decrease) / increase in cash and cash equivalents (2,516,040) 7,826,595
Cash and cash equivalents at 1 January 9,631,572 383,182
Cash and cash equivalents at 30 September 7,115,532 8,209,777

The interim financial information consists of pages 2 to 10.




'0} 0} Z sebed Jo S}SISUOD UOBWIOUI [BIOUBUL WLLIS)UI Y |

"J9p|0Y JUNODJ. JUSWISAUI PaJoL}Sal 8y} 0] SaIByS

O] @Y} JO JBJSURI) BY} 1088 JOU P|NOD Jueg 8y} ‘'UolNISUI [BIoUBUY BY) Ylim djndsip [e6a] e 0} anp 'JeAaMOH 'SaJeys asay) 8y} JO 8|es J0j JOp|oy JUNODJ. JUSLLISBAUI
pajolIsal ayl yim juswaaibe sjes juswAhed pallajep e ojul pasajus uay) yueg ayl ‘(,9I1,) D°D'S™M dnoio) JUsWISAAU| [euoeUIB)U| JO SBleys aiinboe 0) uolnysul
[elouBUl B YIm Juswaalbe aseyoind juswAed pallajep e ojul paiajus sey yueg au} ‘Aued pajejas e ‘Jap|oy JUNOJOE JUBWISBAUI PaJOLISal B JO SUOIONIISUI BY} UQ ¢

(L1€'282 $SN :2002) L1€'28Z $SN 0} Bununowe juswiiedw Joj uoisiroid e Jo Jou paliied ale goog Jaqwsldes 0
JB SJUNOOOE JUBLISSAUI pajolisal ay] ‘saiued paje|al JO Jjeyag UO palisjus SUOIJOBSUBI) PUB WO} PAAISIS] SJUNOWE juasaldal SJUNOJOE JUSWISOAUl PajoLISay |

¥89°,66°9L 2 A 2 Lv9°682 - 1080291
€6.'600°LL | VL€ ov6'z |- 2 - L¥9'68C E o¥L'0zL'0L|S9°€ 0v6'C
20z'0L9'S | vv'0 /88°¢L |- 2 . . 5 20Z'0L9'S | ¥¥0 /88'C)
689°LLE - - = 5 F B - 689°L1L€ - -
$sn $sSn (000) $Sn $SN $SN $SN $sSn $SN $sSN (000)
|ejo | aleys syun sosuadxa [juabe ue se|(ssO|) Aljoid [suoiienjeAay|(jemelpylim)  |[Bjo ] aIeys syun
Jad anjen | JOON |uOnENSIUIWPY [S88) SHUBEG| JUBWISOAU| /JUBWISBAU| Jad anjen | JooN
abeiany abeliany

800z J1oqwaydag 0g je aduejeg

pouad ayj Buunp sjuawaop

800¢ Em::m_a | Je aduejeg

jueg au) Ag pabeuewu oljojod

(mojaq g ajou)
'0'D'SH dnolis) JuswsaAu|
|euojeulaju] ul SjuswisaAUu|
PY] IV SN0 Ypm eyegeiniy

(pemainal) 8002

800z Jaquwajdag pg¢ papua syjuow aulu ayj 1o}
SINNODIV LNIINLSIANI A3 LOIMLSIYH NI SIONVHO 40 LNJNILVLS d3ISNIANOD

(9) "0's°'9 YNVE SHOL1SIANI



‘01 0} ¢ sebed Jo S)sISUOD UOolJeLUIoUl [BIOUBUL LLILIBIUI BY |

"JaP|OY JUNOOOE. JUSWISBAUI PaJOLISal BY) 0) SaJeys 9)|| 8y} Jo Jajsuel)
2y} 108}JO 10U P|NO2 YUBY Y} ‘UOINJISUI [BIOUBUL 8} UM a)ndsip [eBa| & 0} anp ‘JeAeMOH 'Saleys a8say} 8} JO 9|eS JOj Jap|oy JUNOJO. JUSLUISSAUI PajoL}sal ay)
UM Juswaaibe ajes JuawAed paliajap B Ojul palajus uay) yueg ayl (9]1,) D'D'SM dnoio JuswiSaAu| [BUOBUIBIU| JO SBleys alinboe 0} uonnyisul [eloUBLIY
B ypm juswoealbe aseyoind juswAed paiisep e Ojul passjus sey jueg ay) ‘Aued pejejas B Jap|oy JUNOOOE JUSLIISAUI PaJoL)Sal B JO SUONONASUl 8U) U 2

(11£'282 $SN :9002) L 1L£'282 $SN 0} Buunowe Juswiiedw) Joj uoisiroid B Jo Jau palled ale 200g Jaqualdas Og
1B SJUNOOOE JUSW)SBAUI PajoL)sal 8y ‘saiued pajejal Jo jjeyag UO paisjusd SUOIIOBSUEBL} PUB WOJ) PAAISJaI SJUNOWE Juasaldal SJUNOJJR JUSWISAUL PajoLsay |

0LZ'¥6¥91 3 § - 6ET'LEE E €051 9L
6.€°90S°0 | LG°€ ove'ec |- - - 6EC LEE - OvL'69L°0L| 9v'€ 0v6'C
202'0/9'S | ¥¥0 /88°CL |- - 5 2 - 202'0L9'S | ¥¥0 188'C)
689°LLE z - - - - - > 689°LLE : -
gsn gsn (000) $sn gsn $sn $sn $sn gsn g¢sn (000)
|B10 | aleys syun sasuadxa [juabe ue se|(ssoj) Alold [suoneneAsy((jemeipylim)  |Bjo ] aleys suun
Jad anjeA | JOON |UONBASIUILIPY |S98) S)UBE| JUBWISOAU| AUBWISAAU| Jad anjea | JooN
abelany abelany

100¢ ._mnrcmuaww 0g le aduejeg

polad ay} buunp sjuswano

100z Aenuer | 1e aoueleg

yueg ay} Ag pabeuewu o1joj0d

(mojaq g sjou)
'0°D°'S™) dnoio) Juswisanu|
|euoljeulaju] ul SjusWwisSaAu|
PY7 4V SMOT UM eyeqeiniy

(pemainal) 2002

(panunuod) gooz 12qwaldag ¢ papua syjuow auiu ayj Jo}
SLINNODOV LNIINLSIANI A3LOIMLSIH NI SIONVHO 40 LNIFNILVLS AISNIANOD

(9) "0'S'9 ¥NVE SHOLSIANI



INVESTORS BANK B.S.C. (c) 8

NOTES TO THE INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2008

1

Investors Bank B.S.C. (c) (the “Bank”) is a closed Bahraini joint stock company operating under a
wholesale Bank (Islamic Principles) license issued by the Central Bank of Bahrain.

Basis of preparation and presentation

The interim financial information has been prepared in accordance with Financial Accounting
Standards (‘FAS’) issued by the Accounting and Auditing Organisation for Islamic Financial
Institutions (AAQIFI). In line with the requirement of AAOIFI and the CBB Rule Book, for matters
that are not covered by AAOIFI standards, the Bank uses guidance from the relevant International
Financial Reporting Standard. Accordingly, the interim financial information has been presented in
condensed form in accordance with the guidance provided by International Accounting Standard
34 — ‘Interim Financial Reporting'.

The interim financial information does not include all of the information required for full annual
financial statements and should be read in conjunction with the audited financial statements of the
Bank for the year ended 31 December 2007.

The accounting policies and methods of computation applied by the Bank in the preparation of the
interim financial information are the same as those used in the preparation of the audited financial
statements for the year ended 31 December 2007, except as disclosed below:

Recognition of subsequent re-measurement gains or losses on available-for-sale (AFS)
investments

Up to June 2008, fair value gains on Available-for-sale investment were recognised in an
“‘investment fair value reserve” as a separate component in equity. Realised losses resulting from
re-measurement at fair value of AFS investments were also recognised in the investment fair
value reserve to the extent of the available balance. If losses exceeded the available balance, the
unrealised losses were recognised in the income statement. In case there were unrealised losses
that had been previously recognised in the income statement, then the unrealised gains for the
year were recognised to the extent of previously recognised losses in the income statement. Any
excess of such gains over previously recognised losses were taken to the investment fair value
reserve.

In October 2008, AAOIFI issued an amendment to "FAS 17: Investments", effective 1 July 2008.
The amendment states that gains and losses on AFS investments are recognised in the
“Investment fair value reserve” even if that results in a negative fair value reserve provided the
investments are not impaired. In the event of sale, disposal or impairment, the cumulative gains
and losses recognised in equity are transferred to the income statement. Impairment losses
recognised in the income statement on equity instruments are not subsequently reversed through
the income statement.

Impairment of AFS investments

The Bank assesses at each reporting date whether there is objective evidence that a financial
asset is impaired.

In the case of equity investments classified as available-for-sale, a significant or prolonged decline
in the fair value of the investment below its cost is considered in determining whether the assets
are impaired. If any such evidence exists for available-for-sale equity securities, the cumulative
loss — measured as the difference between the acquisition cost and the current fair value, less
any impairment loss on that financial asset previously recognised in profit or loss — is removed
from equity and recognised in the income statement. Impairment losses recognised in the income
statement on equity instruments are not subsequently reversed through the income statement.



INVESTORS BANK B.S.C. (c) 9

NOTES TO THE INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2008

As a result of this change in accounting policy, due to amendment in acéounting standard, the
Bank has recognised fair value loss of US$ 937,527 , for three months ended 30 September 2008
as part of AFS investment fair value reserve. Had this change in accounting policy not been
effected, the loss for the nine months ended 30 September 2008 would have been higher by
US$ 937,527. This change had no effect on the previously reported profit or equity.

2 The interim financial information is not audited but has been reviewed by KPMG. The
comparative figures for the balance sheet have been extracted from the audited financial
statements for the year ended 31 December 2007. The comparatives for the statements of
income, changes in equity, cash flows and changes in restricted investment accounts have been
extracted from reviewed interim financial information for the nine months ended
30 September 2007.

4 Due to the nature of the Bank's operations, the nine months results reported in this interim
financial information may not represent a proportionate share of the overall annual results.

5 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 also include directors and shareholders of the Bank and companies in which they
have an ownership interest.

Significant balances with related parties (entities under common control) at 30 September 2008

include:
30 September 31 December
2008 2007
(reviewed) (audited)
USH) US$
Assets
Trading investments 17,267,119 29,727,074
Available-for-sale investments 8,379,520 8,313,197
Murabaha receivables 3,243,848 3,243,848
Mudaraba investment - 4,500,000
Receivables from sale of investments 18,048,080 29,860,901
Deferred payment sale receivables 3,680,203 3,680,203
Advance towards purchase of available-for-sale
investments - 45,579
Receivable from Mudarib 6,127,801 11,896,174
Other assets:
Current account with related parties 10,477,269 5,666,486
Dividend receivable 1,837,819 814,259
Due from Chairman - 99,161
Management and advisory fees receivable 70,815 71,701
Liabilities
Murabaha payable 3,229,064 3,229,064




INVESTORS BANK B.S.C. (c) 10
NOTES TO THE INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2008 US$

10

The Bank has investments in companies of certain shareholders. The carrying amounts of such
investments at 30 September 2008 were US$ 42,009 (31 December 2007: US$ 48,788).

Significant transactions with related parties include:

30 September 30 September
2008 2007
(reviewed) (reviewed)
US$ US$
Income
Income from available-for-sale investments 569 955
Income from trading Investments 1,007,824 771,937
Fair value loss on trading investments (12,459,955) (4,905,846)
Income from Murabaha contracts - 222,858
Income from Mudaraba investment 192,452 -
Other income — refund of payments to Managing Director 1,000,000 -

Other income includes US$ 1,000,000 received from the late Managing Director as a refund of
consideration paid to him in 2006 for his services in earlier periods. This refund has been received
subsequent to the conclusion of the discussions on this payment with the Central Bank of
Bahrain.

During the period, the Bank realised its Mudaraba investment and partly realised its receivable
from sale of investments by way of receiving a land in Bahrain as settlement. This land has been
recognised as investment property at the agreed price of settlement. The carrying value of land
approximates its market value as at 30 September 2008.

In 2004, the Bank entered into a sale and purchase agreement with a local financial institution to
purchase shares of a related party on behalf of another related party. The net amount due to the
financial institution was US$ 3,670,202. In accordance with the terms of the agreement, the Bank
pledged certain of its investments with a carrying value of US$ 11,484,326 as at
30 September 2008. Subsequently, the agreement was terminated by the financial institution due
to disputes with the Bank and as a result, the pledged investments have been retained by the
financial institution. In the opinion of the Bank’s lawyers and management, the agreement was
wrongfully terminated and following the financial institution’s refusal to settle the matter amicably,
the Bank has filed a legal case in the Bahrain courts against the financial institution for wrongful
possession of investments. As a result, the court has taken custody of the shares under dispute.
The related party on whose behalf the transactions was entered has provided a manager's
cheque for an equal amount which has been deposited with the court. This amount is included
under deferred payment sale receivables.

The related party on whose behalf the transaction was entered into has also agreed to reimburse
the Bank for legal expenses and any losses arising on final settlement with the financial
institution. Accordingly, in the opinion of the directors, no provision is required to be made in the
financial statements against the investments pledged with the financial institution or for contingent
claims that might arise on final settlement.

Subsequent event

Subsequent to the interim balance sheet date, the market values of trading investments and
available-for-sale investments held by the Bank as on 30 September 2008 have reduced
considerably thereby resulting in a further mark-to-market loss of US$ 9,708,687.

Appropriations of net profit are made only at the year end.



