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REVIEW REPORT TO THE BOARD OF DIRECTORS OF
INVESTORS BANK B.S.C. (¢)

Introduction

We have reviewed the accompanying interim statement of financial positon of Investors
Bank B.S.C (¢) ["the Bank"] as of 31 March 2011, and the related interim statements of
income, cash flows and changes in equity for the three month period then ended and
explanatory notes. The Board of Directors is responsible for the preparation and
presentation of these interim condensed financial statements in accordance with the
accounting policies disclosed in note 2. Our responsibility is to express a conclusion on
these interim condensed financial statements 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 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 condensed financial statements are not prepared, in all material
respects, in accordance with the accounting policies disclosed in note 2.

Sanet ¥

9 May 2011
Manama, Kingdom of Bahrain

A member firm of Ernst & Young Global Limited



Investors Bank B.S.C. (c)

INTERIM STATEMENT OF FINANCIAL POSITION

As at 31 March 2011 (Unaudited)

ASSETS

Cash and balances with banks
Investments

Deferred payment sale receivables
Investment properties

Other assets

Property and equipment

TOTAL ASSETS

LIABILITIES AND EQUITY

Liabilities

Due to a financial institution
Murabaha payable

Other liabilities

Total liabilities

Equity

Share capital

Statutory reserve

Investments fair value reserve
Accumulated losses

Total equity
TOTAL LIABILITIES AND EQUITY

OFF-BALANCE SHEET ITEMS:
EQUITY OF INVESTMENT ACCOUNTHOLDERS

i

AL
Dr. Abdulaziz Al Bader
Chairman

(Audited)

31 March 31 December

Notes 2011 2010
US$ US$

269,613 411,444

3 15,741,441 16,677,570
3,680,203 3,680,203

4 19,915,306 20,020,445
1,585,274 1,594,222

3,748,996 3,843,948

44,940,833 46,227,832

3,670,202 3,670,202

3,229,064 3,229,064

430,007 465,184

7,329,273 7,364,450

80,000,000 80,000,000

7,409,515 7,409,515

2,812,208 2,644 604

(52,610,163) (51,190,737)

37,611,560 38,863,382

44,940,833 46,227,832

16,584,586 16,424,155

~*Hamad Abdulla Al Ghanim
Director and Chairman of the Audit
Committee

The attached notes 1 to 6 form part of these interim condensed financial statements
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Investors Bank B.S.C. (c)

INTERIM STATEMENT OF INCOME
For the three months ended 31 March 2011 (Unaudited)

Income from investments at fair value through income statement
Gain on disposal of investments at fair value through equity

Fair value loss on investments at fair value through income statement
Other income

Total net loss
EXPENSES
Staff cost

Administrative and general expenses
Depreciation

Operating expenses
Net loss before net provision for impairment

Net provision for impairment

LOSS FOR THE PERIOD

Three months ended

31 March 31 March
2011 2010
Uss$ US$
- 5,902

21,904 -
(460,742) (1,308,210)
20,790 229,706
(418,048) (1,072,602)
214,363 276,854
92,320 109,710
200,091 305,160
506,774 691,724
(924,822) (1,764,326)

(494,604) -
(1,419,426) (1,764,326)

The attached notes 1 to 6 form part of these interim condensed financial statements
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Investors Bank B.S.C.(c)

INTERIM STATEMENT OF CASH FLOWS
For the three months ended 31 March 2011 (Unaudited)

OPERATING ACTIVITIES
Loss for the period
Adjustments for:
Depreciation
Gain on disposal of property and equipment
Net provision for impairment
Gain on disposal of investments at fair value through equity
Fair value loss on investments at fair value
through income statement

Operating loss before changes in operating assets and liabilities:

Changes in operating assets and liabilities:
Other assets
Other liabilities

Net cash used in operating activities
INVESTING ACTIVITIES
Proceeds from disposal of investments at fair

value thorugh equity
Proceeds from disposal of property and equipment

Net cash from investing activities

DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of the period

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

Three months ended

31 March 31 March
2011 2010
Us$ Us$
(1,419,426) (1,764,326)
200,091 305,160
- (2,520)
494,604 -
(21,904) -
460,742 1,308,210
(285,893) (153,476)
8,948 23,756
(35,177) 11,456
(312,122) (118,264)
170,291 -
= 2,520
170,291 2,520
(141,831) (115,744)
411,444 612,263
269,613 496,519

The attached notes 1 to 6 form part of these interim condensed financial statements
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Investors Bank B.S.C. (c)

INTERIM STATEMENT OF CHANGES IN EQUITY

For the three months ended 31 March 2011 (Unaudited)

Balance at 1 January 2011
Loss for the period
Fair value gain during the period

Balance as at
31 March 2011

Balance at 1 January 2010
Loss for the period
Fair value loss during the period

Balance as at
31 March 2010

Investments
Share Statutory fair value Accumulated Total
capital reserve reserve losses equity
US$ US$ USs$ US$ US$
80,000,000 7,409,515 2,644,604 (51,190,737) 38,863,382
- - - (1,419,426) (1,419,426)
- - 167,604 - 167,604
80,000,000 7,409,515 2,812,208 (52,610,163) 37,611,560
80,000,000 7,409,515 3,411,701 (23,912,862) 66,908,354
- - - (1,764,326) (1,764,326)
- - (1,571,125) - {1,571,125)
80,000,000 7,409,515 1,840,576 (25,677,188) 63,572,903

The attached notes 1 to 6 form part of these interim condensed financial statements
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Investors Bank B.S.C. (c¢)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
For the three months ended 31 March 2011 (Unaudited)

1 INCORPORATION AND ACTIVITIES

Investors Bank B.S.C (c) ["the Bank"] was incorporated on 26 October 1997, under commercial
registration number 39646 as an Exempt Company. The legal status of the Company was subsequently
changed to Bahrain Joint Stock Company (closed) on 3 July 2005. The Bank’s registered office is Seef
Star Building, Seef District, PO Box 11818, Manama, Kingdom of Bahrain. The Bank operates under a
Wholesale Islamic Banking Licence issued by the Central Bank of Bahrain ["the CBB"].

The Bank’s activities are regulated by the CBB and supervised by a Religious Supervisory Board whose
role is defined in the Bank’'s Memorandum and Articles of Association.

The principal activities of the Bank include investment banking and financial activities, investment
transactions, participating in equity investments in projects in conformity with Shari'a. The Bank may, in
particular, carry on the following business activities:

a) Providing investment account facilities;

b) Accepting off balance sheet investment accounts commingling the same with those of the Bank
and investing them in accordance with Shari'a;

c) Managing investment of third parties as an agent for a fixed fee as a Mudarib and any other
banking activities not contravening the provisions of Shari'a;

d) Industrial, commercial and agricultural business activities, either directly or through companies
which the Bank may establish, or in which the Bank may acquire shares; and

e) Purchasing, leasing and constructing buildings, and their renting thereof.

The interim condensed financial statements were authorised for issue in accordance with a resolution of
the Board of Directors on 9 May 2011.

2 SIGNIFICANT ACCOUNTING POLICIES

21 Basis of preparation

The interim condensed financial statements of the Bank for the three months period ended 31 March
2011 have been prepared in accordance with the guidance given by the International Accounting
Standard 34 - "Interim Financial Reporting". The interim condensed financial statements do not contain
all information and disclosures required in the annual financial statements, and should be read in
conjunction with the Bank's annual financial statements as at 31 December 2010. In addition, results for
the three months period ended 31 March 2011 are not necessarily indicative of the results that may be
expected for the financial year ending 31 December 2011.

2.2  Accounting convention

The financial statements have been prepared on a historical cost basis, except for investment in real
estate, and certain investments classified as "fair value through statement of income" and "fair value
through equity" that have been measured at fair value. The financial statements have been presented in
United States Dollar ("US$"), being the functional currency of the Bank's operations.

23 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 financial statements for the year ended 31
December 2010 except for the new and amended conceptual framework financial accounting
standards, which were prepared in accordance with the Financial Accounting Standards issued by the
Accounting and Auditing Organisation for Islamic Financial Institutions (the "AAOIFI"), the Shari'a Rules
and Principles as determined by the Shari'a Supervisory Board of the Bank, the Bahrain Commercial
Companies Law and Central Bank of Bahrain and Financial Institutions Law. For matters which are not
covered by AAOIFI standards, including "Interim Financial Reporting", the Bank uses the International
Financial Reporting Standards (the "IFRSs").




Investors Bank B.S.C. (c)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
For the three months ended 31 March 2011 (Unaudited)

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
2.3  Significant accounting policies (continued)

New and amended accounting standards and framework

During 2010, AAOFI amended its conceptual framework and issued new Financial Accounting Standard
(FAS 25) "Investment in sukuk, shares and similar instruments”, which are effective as of 1 January
2011.

Statement of financial accounting no.1: conceptual framework for the financial reporting by
islamic financial institutions

The amended conceptual frame work provides the basis for the financial accounting standards issued
by AAOFI. The amended framework introduces the concept of substance and form compared to the
concept of form over substance. The framework state that it is necessary that information, transaction
and other events are accounted for and presented in accordance with its substance and economic
reality as well as the legal form.

Financial accounting standard (FAS 25) “investment in sukuk, shares and similar instruments".

The Bank has adopted FAS 25 issued by AAOIFI which covers the recognition, measurement,
presentation and disclosure of investment in sukuk, shares and similar investments that exhibit
characteristics of debt and equity instruments made by the Islamic financial institutions.

The adoption of these amendments did not have any impact on the accounting policies, financial
position or performance of the Bank.

3 INVESTMENTS
(Unaudited) (Audited)
31 March 31 December
2011 2010
Us$ US$
Investments at fair value through income statement 1,748,280 2,209,022
Investments at fair value through equity
Investment in shares
Quoted — at fair value 19,033,958 19,029,985
Unquoted — at cost 1,790,697 1,778,727
Investment in funds 866,259 862,985
21,690,914 21,671,697
Net provision for impairment (7,697,753) (7,203,149)
13,993,161 14,468,548
15,741,441 16,677,570




Investors Bank B.S.C. (c)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

For the three months ended 31 March 2011 (Unaudited)

4 INVESTMENT PROPERTIES

Cost:
At 1 January 2011
Disposals

At 31 March 2011

Depreciation and impairment:

At 1 January 2011
Charge for the period

At 31 March 2011

Net carrying values:
At 31 March 2011

At 31 December 2010

Freehold
land Buildings Total
US$ US$ US$
18,742,649 13,488,761 32,231,410
18,742,649 13,488,761 32,231,410
8,464,134 3,746,831 12,210,965
- 105,139 105,139
8,464,134 3,851,970 12,316,104
10,278,515 9,636,791 19,915,306
10,278,515 9,741,930 20,020,445

5 RELATED PARTY TRANSACTIONS

Related parties comprise major shareholders, directors of the Bank, Shari'a Supervisory Board
members, entities owned or controlled, jointly controlled or significantly influenced by them and

companies affiliated by virtue of shareholding in common with that of the Bank.

A significant portion of the Bank's income arises from transactions with related parties. Transactions
with related parties are undertaken on terms agreed between the parties which may not necessarily be

on arm's length basis.

Significant balances with related parties were as follows:

(Unaudited) (Audited)
31 March 31 December
2011 2010
uUss US$
Assets
Investments at fair value through income statement
Grand Real Estate Projects Co. 1,625,795 2,075,605
Investments at fair value through equity
International Investment Group 3,004 2,958
Gulf Monetary Group 31,936 31,936
Takaful International - Bahrain 7,771,808 7,771,808
Gulf Monetary Group - Managed Portfolio 216,259 212,985
Takaful International - Kuwait 745,643 734,354
International Projects Consultancy 45,054 44,372
Deferred payment sale receivables
Gulf Monetary Group 3,680,203 3,680,203
14,119,702 14,554,221
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Investors Bank B.S.C. (c)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

For the three months ended 31 March 2011 (Unaudited)

5 RELATED PARTY TRANSACTIONS (continued)

(Unaudited) (Audited)
31 March 31 December
2011 2010
uss US$
Liabilities
Murabaha payable
International Investment Group 3,229,064 3,229,064
Other liabilities
Takaful International - Bahrain 32,628 19,149
Key Management Personnel 104,701 151,798
3,366,393 3,400,011
OFF-BALANCE SHEET ITEMS:
EQUITY OF INVESTMENT ACCOUNTHOLDERS 16,266,897 16,106,466

Significant transactions with related parties include:

Three months ended (Unaudited)

31 March 31 March
2011 2010
Uss$s US$
Income
Fair value loss on investments at fair value value through
income statement
Grand Real Estate Projects Co. (449,810) (1,304,279)
(449,810) (1,304,279)
Expenses
Board of Directors 1,250 306
Shari'a Supervisory Board 6,963 7,325
8,213 7,631

Key management personnel of the Bank comprise the Board of Directors and key members of
management having authority and responsibility for planning, directing and controlling the activities of
the Bank. The key management personnel compensation is as follows:

Three months ended (Unaudited)

31 March 31 March

2011 2010

US$ US$

Salaries and other short-term benefits - 45,881
Post employment benefits < 4,942
- 50,823

During the period, the Bank did not have a CEO as the Bank was waiting approval from the CBB for the
same. New CEO is now appointed with effect from 27 March 2011.
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Investors Bank B.S.C. (¢)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
For the three months ended 31 March 2011 (Unaudited)

6 LITIGATION AND CLAIMS

In 2004, the Bank entered into a sale and purchase agreement with a 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 as at 31 March 2011 (31 December 2010: 3,670,202). In accordance with
the terms of the agreement, the Bank pledged certain of its investments with a carrying value of US$
2,709,004 as at 31 March 2011 (31 December 2010 : 2,778,466). 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 the Bank's 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 amounting to US$ 3,680,203 as at 31 March 2011 (31 December 2010: US$
3,680,203). 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.
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