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INDEPENDENT AUDITOR’S REVIEW REPORT TO THE SHAREHOLDERS OF
TAIB Bank B.S.C. (c)

Introduction

We have reviewed the accompanying interim condensed consolidated balance sheet of TAIB
Bank B.S.C. (c) (the “Bank”) and its subsidiaries (together, the “Group”) as of 30 September
2008 and the related interim condensed consolidated statements of income, changes in equity
and cash flows for the nine month period then ended. Management is responsible for the
preparation and presentation of this interim condensed consolidated financial information in
accordance with International Accounting Standard 34 “Interim Financial Reporting”. 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 inquires, primarily of person
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 consolidated financial information is not prepared, in all
material respects, in accordance with International Accounting Standard 34 “Interim Financial
Reporting”.

forisuaoreitione ocyeess,

Manama, Kingdom of Bahrain
9 November 2008



TAIB Bank B.S.C. (c)
Interim condensed consolidated balance sheet
(All amounts expressed in thousands of United States Dollars unless otherwise stated)

As at
30 September 31 December
2008 2007
{Unaudited) {Audited)
ASSETS
- Cash and balances with central banks 47,670 71,133
Placements with banks 170,678 142,958
Financial assets at fair value through profit or loss 19,581 39,506
Loans and advances 18,165 19,744
Available-for-sale financial assets (Note 3) 131,915 98,0086
Investment in associate 11,467 9,000
Investment property 34,590 55,687
Property and equipment 24,077 21,193
intangible assets (Note 1) 2,026 -
Goodwill (Note 1) 4,089 -
Other assets 25,840 16,507
Total assets 490,098 473,634
LIABILITIES
Deposits from banks 101,180 88,652
Deposits from customers {Note 5) 162,707 136,879
Securities sold under agreements to repurchase 1,588 -
Other liabilities 24,006 28,160
Long-term debt 7,633 6,894
297,114 259,585
Minority Interest - Funds (Note 7) 3,966 8,240
Total liabllities 301,070 267,825
EQUITY
Capital and reserves attributable to equity holders of
the Bank
Share capital (Note 4) 112,362 107,012
Less: Treasury shares (4,499) (2,600)
Reserves 79,486 99,460
187,349 203,872
Minority interest 1,679 1,937
Total equity ) 189,028 205,809
Total equity and liabilities 490,098 473,634

The interim condensed consolidated financial information hgs been approved for issue by the
Board of Directors and signed on its behalf on 4 Novemt@OOS by:

f """" RV “’4(//

Saud Ahmed Abdul Rahman Al Ba'alawy lqbal GWamdgfl
Chairman Vice Chairman

The notes on pages 7 to 15 form an integral part of the intérim condensed consolidated
financtal information.



TAIB Bank B.S.C. (c)
Interim condensed consolidated income statement

(Al amounts expressed in thousands of United States Dollars unless otherwise stated)

diluted)

Nine months ended Three months ended
30 September 30 September
2008 2007 2008 2007
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Interest and similar income (Note 5) 8,225 8,935 2,932 3,037
_Interest expense (Note 5) (4,293) (8,026) (1,474) (1,647)
3,932 2,909 1,458 1,390
Fees and cormmission income (Note 5) 15,578 8,168 2,522 2,387
Net trading (loss)fincome (12,520) 4,636 (4,265) 2,798
(Loss)/ gain on disposal of available-for-sale
financial assets (379) 1,121 (713) {352)
Changes In fair value of investment property 473 5,573 (716) -
Foreign exchange income 937 780 131 4Q9
Finance income (Note 7) 2,922 - 400 -
Other operating income : 4,181 2,587 1,602 1,355
Total operating Income 15,124 25,774 419 7,987
Staff costs (17,263) (8,076) (4,008) (3,029)
Other operating costs (9,787) (6,943) (3,314) (2,720)
Finance cost - (1,033) - (640)
Provisions for impairment of loans,
investments and other assets (2,389) (3,015) (36) -
Share of profit from an associate 2 467 ~ - -
(Loss)/profit before taxation (11,848) 8,707 (6,939) 1,598
Overseas income tax 11 (41) 7 54)
({Loss)/profit for the period (11,837) 8,666 (8,932) 1,544
Attributable to:
Equity holders of the Bank (11,684) 6,565 (6,857) 1,556
Minority interest (1563) 101 (75) (12)
(11,837) 6,666 (6,932) 1,544
Earnings per share for (loss)/profit
atfributable to the equity holders of the Bank
during the period (expressed in United
States Dollars per share — Basic and $(0.11) $0.07 $(0.06) $0.02

The interim condensed consolidated financial information has been approved for issue by the
Board of Directors and signed on its behalf on 4 November 2008 by:

,1' /n\ /;?———‘I—L

/ \Y I~ ' _
Saud Ahmed Abdul Rahman Al Ba’alawy Igbal G Pamdapt”
Chairman Vice Chgirman

The notes on pages 7 to 15 form an integral part of the interim condensed consolidated

financial information,
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TAIB Bank B.S.C. (c)
Interim condensed consolidated cash flow statement
(Al amounts expressed in thousands of United States Dollars unless otherwise stated)

Nine months ended 30 September

2008 2007
(Unaudited) (Unaudited)
Cash flows from operating activities
(Loss)/profit for the period before taxation and minority interest (11,848) 6,707
Adjustments to reconcile net income to net cash
provided by operating activities:
Unrealised gain/(loss) on financial assets at fair value through
profit or loss 626 (3,736)
Changes in the fair value of derivative financial instruments 66 89
Changes in the fair value of investment property (473) (5,573)
Share of profit from associate (2,467) -
Provision for impairment 2,389 3,015
Depreciation and amortisation 1,074 701
Cash flows from operating profits before changes in operating
assets and liabilities (10,633) 1,203
Movements in operating assets and liabilities:
Financial assets at fair value through profit or loss 19,299 15,697
Loans and advances 1,579 2,362
Other assets (9,473) (13,108)
Deposits from banks 12,528 (3,798)
Deposits from customers 26,828 (1,550)
Other liabilities (9,867) 3,904
Securities sold under agreements to repurchase 1,588 (2,904)
Currency translation and other adjustments (454) 1,627
Net cash from operating activities 31,395 3,433
Cash flows from investing activities
Net movement in available-for-sale financial assets (39,214) (30,061)
Acquisition of a subsidiary (Note 1) (2,100) -
Proceeds from sale of investment property 21,470 -
Net movement in property and equipment (1,411) (1,205)
Net cash used in investing activities (21,255) (31,266)
Cash flows from financing activities
Dividend paid - (483)
Net movement in treasury shares (6,622) (100)
Long-term debt 739 (165)
Net cash used in financing activities (5,883) (748)
Net increase/(decrease) in cash and cash equivalents 4,257 (28,581)
Cash and cash equivalents at the beginning of the period 214,091 244 466
Cash and cash equivalents at the end of the period 218,348 215,885

The notes on pages 7 to 15 form an integral part of the interim condensed consolidated
financial information.



TAIB Bank B.S.C. (c)

Notes to the interim condensed consolidated financial information for the nine month
period ended 30 September 2008

(All amounts expressed in thousands of United States Dollars unless otherwise stated)

Incorporation and principal activity

TAIB Bank B.S.C. (¢) (the “Bank”} was incorporated in Bahrain as an Exempt Company and
holds a wholesale banking license issued by the Central Bank of Bahrain. The Bank has its
registered office at TAIB Tower, Diplomatic Area, Manama, Kingdom of Bahrain. Its shares
are listed on the Bahrain Stock Exchange.

The principal activities of the Bank and its subsidiaries (together the “Group”) are wealth
management and wealth transfer products and services, asset management, private equity
investments, real estate investments, provision of financial and securities advisory services
and brokerage services.

On 25 March 2008 (the "acquisition date”), TAIB Yatirim Menkul Degerler A.S (a subsidiary of
the Bank) acquired 100% controlling stake in PDF Kurusmal Finasman Danismanlik
Hizmetleri A.S (the “entity” or “PDF”). PDF is a corporate finance company specialised in
providing financial advisory services to Turkish and international clients. The assets and
liabilities as at 30 September 2008 and the results of the operations of the entity for the six
months ended 30 September 2008 have been included in this interim condensed
consolidated financial information.

As at 30 September 2008, the Group’s management is in the process of identifying and
assessing the fair value of PDF’s tangible and intangible assets, liabilities and contingent
liabilities as required by International Financial Reporting Standard 3 — Business Combination
(IFRS 3). At the date of PDF's acquisition, the purchase consideration exceeded PDF’s
provisionally identified acquired net assets. This amount is shown in this interim condensed
consolidated balance sheet as goodwill until management completes the purchase price
allocation exercise as required by IFRS 3 within twelve months of the date of acquisition.

The assets and liabilities arising from the acquisition are as follows:

Acquiree’s Provisional
carrying value fair value
US$ ‘000 USS$ ‘000

Property and equipment 8 8
Other assets 100 100
Intangible assets:

-Brand name - 1,440
-Customer mandates - 790
Other liabilities (443) (443)
Net identifiable (liabilities)/assets acquired (335) 1,895
Purchase consideration payable (including contingent 6,000
consideration) in cash and equity shares of the parent

Excess of purchase consideration over net assets assumed 4105

As per the Sale and Purchase Agreement dated 11 February 2008, the purchase
consideration includes US$ 2.1 million payable in cash and US$ 3 million in shares of the
Parent. The purchase consideration also includes a contingent consideration amounting to
US$ 900,000 payable to the shareholders of the acquiree as earn out over a maximum earn
out period of 3 years.

The acquired business of PDF contributed revenues of US$ 1.54 million and net profit of US$
1.49 million to the group for the period from the acquisition date to 30 September 2008. If the
acquisition had occurred on 1 January 2008, consolidated revenue and consolidated profit for
the nine months ended 30 September 2008 would have been US$ 2.7 million and US$ 1.01
million respectively.



TAIB Bank B.S.C. (c)

Notes to the interim condensed consolidated financial information for the nine month
period ended 30 September 2008 (continued)

(All amounts expressed in thousands of United States Dollars unless otherwise stated)

Significant accounting policies

The Group’s interim condensed consolidated financial information is prepared in accordance
with International Accounting Standard (“IAS") 34 — “Interim Financial Reporting”. The interim
condensed consolidated financial information is prepared under the historical cost convention
as modified by the fair valuation of available-for-sale financial assets, financial assets at fair
value through profit or loss, investment properties, building (included in property and
equipment and derivative contracts.

The interim condensed consolidated financial information should be read in conjunction with
the consolidated financial statements for the year ended 31 December 2007.

The accounting policies used in the preparation of the interim condensed consolidated
financial information are consistent with those in the annual consolidated financial statements
for the year ended 31 December 2007. New accounting policies, including the accounting
policy on intangible assets below, are updated as appropriate.

(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired subsidiary at the date of acquisition.
Goodwill on acquisitions of subsidiaries is shown separately in the financial information.
Separately recognised goodwill is tested annually for impairment and carried at cost less
accumulated impairment losses. Impairment losses on goodwill are not reversed. Gains and
losses on the disposal of an entity include the carrying amount of goodwill relating to the
entity sold. Goodwill is allocated to cash-generating units for the purpose of impairment
testing.

(b) Brand names and Customer mandates

Brand names and customer mandates acquired in business combination are initially
recognized at fair value at the acquisition date. Brand names and customer mandates have
finite useful life and are carried at cost less accumulated amortisation. Amortisation is
calculated using the straight-line method to allocate the cost of brand names and customer
mandates over their estimated useful lives (3 — 10 years).

Interpretation and amendments to the published standards effective for the financial year
beginning 1 January 2008.

Management has assessed the relevance of the interpretations of published standards
effective in 2008 with respect to the Group operations. The following new interpretations have
been issued and are effective for the Group’s 2008 financial year:

* IFRIC 11, 'IFRS 2 - Group and treasury share transactions’.

= |FRIC 12, ‘Service concession arrangements’.

* |FRIC 14, 1AS 19 - The limit on a defined benefit asset, minimum funding requirements
and their interaction’ (effective from 1 January 2008). IFRIC 14 provides guidance on
assessing the limit in IAS 19 on the amount of surplus that can be recognised as an
asset.

The application of the above interpretations, if any, will not have a material impact on the Group’s
consolidated financial statements in the period of initial recognition.



TAIB Bank B.S.C. (c)

Notes to the interim condensed consolidated financial information for the nine month
period ended 30 September 2008 (continued)

(All amounts expressed in thousands of United States Dollars unless otherwise stated)

Significant accounting policies (continued)

New standards and amendments to the published standards issued but not effective for the
financial year beginning 1 January 2008 and have not been early adopted.

IFRS 8, ‘Operating segments’, effective for annual periods beginning on or after 1
January 2009. IFRS 8 replaces IAS 14, ‘Segment reporting’ and requires a ‘'management
approach’ under which segment information is presented on the same basis as used for
internal reporting purposes. The expected impact is still being assessed by the
management but it appears that there would be few changes to the reportable segments
to be consistent with the internal reporting as required by the new standard.

IAS 23 (Amendment), ‘Borrowing costs’ (effective from 1 January 2009). It requires an
entity to capitalise borrowing costs directly attributable to the acquisition, construction or
production of a qualifying asset (one that takes a substantial period of time to get ready
for use or sale) as part of the cost of that asset. The standard is not applicable to the
Group as there are no qualifying assets.

IFRS 3 (amendment), ‘Business combinations’ and consequential amendments to IAS
27, ‘Consolidated and separate financial statements’, IAS 28, ‘Investments in associates’
and IAS 31, ‘Interest in Joint Ventures’, effective prospectively to business combinations
for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after 1 July 2009. Management is assessing the impact of the new
requirements regarding acquisition accounting, consolidation and associates on the
Group. The Group does not have any joint ventures.

IAS 1 (amendment), ‘Presentation of financial statements’, effective for annual periods
beginning on or after 1 January 2009. Management is in the process of developing
proforma accounts under the revised disclosure requirements to this standard.

IAS 32 (amendment), ‘Financial instruments: presentation’, and consequential
amendments to IAS 1, ‘Presentation of financial statements’, effective for annual periods
beginning on or after 1 January 2009. This is not relevant to the Group, as the Group
does not have any puttable instruments.

IFRS 2 (amendment), ‘Share-based payment’, effective for annual periods beginning on
or after 1 January 2009. Management is currently evaluating the impact of this new
standard on the Bank’s financial statements for the year commencing 1 January 2009.
IFRIC 13, ‘Customer loyalty programmes’, effective for annual periods beginning on or
after 1 July 2008. This is not relevant to the Group, as the Group does not have any
customer loyalty programmes.

Available-for-sale financial assets

30 September 31 December

2008 2007

(Unaudited) (Audited)

Government agency bonds 3,147 3,672
Property interests held for sale — equity 50,645 2,317
Property interests held for sale — debt securities 34,286 39,394
Private equity investments 10,416 15,929
Investments in funds 17,504 31,919
Other 15,917 4,775
131,915 98,006




TAIB Bank B.S.C. (c)

Notes to the interim condensed consolidated financial information for the nine month
period ended 30 September 2008 (continued)

(All amounts expressed in thousands of United States Dollars unless otherwise stated)

Share capital

The Annual General Meeting held on 30 March 2008 approved the payment of a stock
dividend of US$ 5.3 million, representing 5% of the paid up capital of the Bank, for the year
ended 31 December 2007 (2006: cash dividend of US$ 9.7 million, representing 10% of the
paid up capital of the Bank). This increase in the Bank’s paid up share capital was approved
by the Extra Ordinary General Meeting held on 30 March 2008.

Balances and transactions with related parties

The Group carries out transactions in the normal course of business with related parties,
defined as shareholders and directors of the Bank and its subsidiaries, and businesses in
which shareholders and directors, individually or combined, have control or significant

influence. Related parties also include key management personnel.

Balance Sheet

30 September 31 December
2008 2007
(Unaudited) (Audited)

Deposits from customers
Jamba SA - 2,920
Acacia Real Estate Limited BVI 77,014 8,051
Deposits received from directors and their related parties 6,723 8,374

Income statement

Nine months ended 30

September
2008 2007
(Unaudited) (Unaudited)
Interest income
Interest income on Placements with Dubai First PJSC 471 -
Interest expense
Jamba SA 22 5
Acacia Real Estate Limited BVI 325 315
Interest expenses on deposits received from directors and
their related parties 238 173
Fee and commission income
Acacia Real Estate Limited BVI - Management fees 1,125 1,125
Key management compensation
Salaries and other short-term employee benefits 2,166 1,175
Termination and other benefits 4,386 37
6,552 1,212

10




TAIB Bank B.S.C. (c)

Notes to the interim condensed consolidated financial information for the nine month

period ended 30 September 2008 (continued)

(All amounts expressed in thousands of United States Dollars unless otherwise stated)

Segmental reporting and concentration of operating income

Business segments

The Group is organised into three main business segments:

Asset management: Incorporating full financial advisory services, funds and portfolio
management and proprietary trading activities.

Private banking: Incorporating real estate acquisitions, divestments, joint venture
and specialised private equity deals and trust services.

Brokerage: Offering full brokerage services within the Group’s selected

markets.

Nine months ended 30 September 2008 (Unaudited)

Asset Private
management banking Brokerage Total

Segment income
Operating income (7,494) 16,471 6,147 15,124
Segment result
(Loss)/income before taxation (11,354) (4,649) 4,155 (11,848)
Taxation 11
Loss after taxation (11,837)
Minority interest 153
Loss for the period attributable to

equity holders of the Bank (11,684)
Other information
Segment assets 230,209 247,247 © 12,642 490,098
Segment liabilities 248,985 50,505 1,580 301,070
Off balance sheet items 22,295 332 13,615 36,242
Capital expenditure - 1,340 229 1,569
Depreciation and amortisation - 970 104 1,074
Provisions for impairment - 2,389 - 2,389

11















