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Independent auditors’ report on review of condensed consolidated interim financial information

7 November 2018
The Board of Directors
SICO BSC (c)
PO Box 1331
Manama
Kingdom of Bahrain

Introduction
We have reviewed the accompanying 30 September 2018 condensed consolidated interim financial
information of SICO BSC (c) (the “Bank”), which comprises:

o the condensed consolidated statement of financial position as at 30 September 2018;

e the condensed consolidated statement of profit or loss for the three month and nine month periods
ended 30 September 2018;

e the condensed consolidated statement of comprehensive income for the three month and nine month
periods ended 30 September 2018;

e the condensed consolidated statement of changes in equity for the nine month period ended
30 September 2018;

o the condensed consolidated statement of cash flows for the nine month periods period ended
30 September 2018; and

o 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 1AS 34, ‘Interim Financial Reporting’. 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 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
30 September 2018 condensed consolidated interim financial information is not prepared, in all material
respects, in accordance with IAS 34, ‘Interim Financial Reporting’.

Kot



SICO BSC (c)

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 30 September 2018 Bahraini Dinars ‘000
Note 30 September 31 December
2018 2017
(reviewed) (audited)

ASSETS
Cash and bank balances 35,971 35,695
Treasury bills 8,314 1,495
Securities bought under repurchase agreements 45,579 31,633
Placements with banks - 4,974
Investments at fair value through profit or loss 12 25,426 29,496
Investments at fair value through other comprehensive
income 13 5,719 6,158
Investments at amortized cost 9,995 10,008
Investment in properties 14 1,927 -
Fees receivable 828 875
Other assets 8,294 9,589
Furniture, equipment and intangibles 1,260 1,420
Total assets 143,313 131,343
LIABILITIES AND EQUITY
Liabilities
Short-term bank borrowings 1,885 5,655
Securities sold under repurchase agreements 50,113 32,388
Customer accounts 27,507 26,718
Other liabilities 5,640 4,173
Payable to other unit holders in consolidated funds 2,872 2,651
Total liabilities 88,017 71,585
Equity
Share capital 42,849 42,849
Shares under employee share incentive scheme (1,599) (1,599)
Treasury shares (5,913) -
Statutory reserve 6,992 6,992
General reserve 3,217 3,217
Investments fair value reserve 142 307
Retained earnings 9,608 7,992
Total equity (page 5) 55,206 59,758
Total liabilities and equity 143,313 131,343

The Board of Direftors approved the condensed consolidated interim financial information on 07 November
2018 and signed gn its behalf by:

Abdulla Bin Khalifa Al Khalifa Hussain Al Hussaini Najla M. Al Shirawi
Chairman Vice Chairman Chief Executive Officer
The accompanying notes 1 to 17 form an integral part of these condensed consolidated financial statements.
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SICO BSC (c)
CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

for the nine months ended 30 September 2018 Bahraini Dinars ‘000
Note Nine months ended Three months ended
30 September 30 September
2018 2017 2018 2017
(reviewed) | (reviewed) (reviewed) | (reviewed)
Net investment income 15 3,042 2,794 591 595
Net fee income 2,650 2,212 914 820
Brokerage and other income 1,841 1,542 522 588
Other interest income 1,545 1,380 597 583
Rental income from investment
properties 87 - 49 -
Total income 9,165 7,928 2,673 2,586
Staff and related expenses 3,075 2,949 996 994
Interest expense 838 591 334 301
Other operating expenses 1,733 1,364 564 482
Share of profit / (loss) of non-controlling
unit holders in consolidated funds 259 127 10 (2)
Total expenses 5,905 5,031 1,904 1,775
Profit for the period 3,260 2,897 769 811
Basic and diluted earnings per
share (fils) 8.82 7.02 2.08 1.97 |
@ . %
Abdulla Bin Khalifa Al Khalifa ussain Al Hussaini Najla M. Al Shirawi
Chairman Vice Chairman Chief Executive Officer

The accompanying notes 1 to 17 form an integral part of these condensed consolidated financial statements.



SICO BSC (c)
CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the nine months ended 30 September 2018 Bahraini Dinars ‘000
Nine months ended Three months ended
30 September 30 September
2018 2017 2018 2017
(reviewed) | (reviewed) (reviewed) | (reviewed)
Profit for the period 3,260 2,897 769 811

Other comprehensive income

Items that are or may be reclassified to
profit or loss in subsequent periods:

- Net change in fair value of FVTOCI debt |
instruments (44) (17) (11) (8)

- Net amount transferred to profit or loss on
sale of FVTOCI debt instruments 9 - - -

Items that will not be reclassified to
profit or loss in subsequent periods:

- Net change in fair value of FVTOCI equity
instruments 202 451 (30) 55

Total other comprehensive income for
the period 149 434 (41) 47

Total comprehensive income for the
period 3,409 3,331 728 858

The accompanying notes 1 to 17 form an integral part of these condensed consolidated financial statements.



"SJusWale)s [eloueUl WLBJUL PB)JEPHOSUOD Pasuspuod asay) Jo ped |esbajul ue wioy /| o} | sajou Buiiuedwoooe ay )

962'SS 809°6 vl L1z'e 2669 (€16'S) (665°L) 6v8'zy 8102 Joquiaydag o¢ je asuejeg
(c16'g) - - - - (€16'c) - - paseyolind saseys Ainseal] -
(826°L) (8z6°tL) - - - - - - /102 404 pied spuspialg -
:Aunba ui Appoaaip paziubooal siBUMO UM uonjoesuel )
(0€) (og) - - - - - - 9AI8S8J UOIJBUOP S|GEUBYD O} JOJSUBL] -
60v°c vis‘e (s91) - - - - - poliad 103 awooul aaisuayaidwod jejo]
6vi vie (s91) - - - - - awoaul aAIsusyaIduwo Jayjo jejoy
- vie (v1e) - - - - - sjuswniisul A)inba |90 1A 0 Bjes uo
| sBuiuies pauiejas o} paiajsuel) Junowe N
(6) - (6) [ - - - - - sjueLnIsul }qep
1D01AN4 10 8jes uo ss0] J0 Jjoid 0} pallajsued) Junowe JaN
8G1 - 851 - - - - - sjuswingsul |201A4 Jo anjea aiey u) abueyo JaN
:9WooUl sAjsuayaiduwios J3y0
09z'e 09z‘c - - - - - - pouad 8y} 10} 33014
86.'65 266°L L0g Lie'e 266'0 - (665°1) 6v8'ey 810z Aenuer | je aoueeg
awayos
anlasal aAljuasul
fnba sBujuses anfea aiey anlasal anl9sal saleys aleys |endes
jelo) pauiejay | sjuswjysaAu| | [essuag | Aioymels | Ainseal] | e9hojdwea aleys
Japun
saleyg

(pamalnai) gL02

000, sieulq lulelyeg 8102 Jaquaidag o¢ papua syjuow auju ayy 10}

ALIND3 NI SIONVHO 40 LNIWILVLS a31valTOSNOD A3SNIANOD

(2) osg 021S



‘Sjuswale)s |eldueuly pajepljosuod pasuapuod assy) Jo Led [eibajul ue wioj 7| 0} | sajou Buifuedwoooe sy

9v2'6S coo's oLl L12' 199'9 (66G°'L) 6v8'cy /10z Joqueydag (g Je aouejeq
(zrL'e) (2¢vL'e) - - - - - 9102 4o} pled spuapialg -
:Aunba ul Aposuip peziubooal s1aumo Y)im uonoesuel |
(g2) (52) - - - - - @AJaS81 UOHjeuop o|qejueyd O} Jajsuel] -
reg'e ¥96'C 19¢ - - - - pouad ay} Jo} dwodul aasusya.dwiod 8o
vey 49 L9¢ - - - - BLIODU] BAISUBYB.IALLIOD JBYJO [BO |
- 19 (29) - - - - sjuaswnysul
Aunba [DOLA4 Jo oles uo sBujuiea pautejal o) palisjsuel) Junowe Je -
1434 - 1494 - - - - sjuawnsul |[DOLAA 10 enjea Jiej ul abueyo o\ -
:8wosul eAIsudYaIdIod 18yl
168 168°C - - - - - pouad ay; 1o} 1oid
280'8S S02'L (152) Lie'e 199'9 (66S'1L) 6v8'CYy £10z Aenuer | je souejeg
awayos
Anba sbujuiea aAJeSal BnjeA aAI9S8l aAIBsal 9AIJUBDU] [endes
|elot poutelay | Jiej sjuswiisanu| | |elsausg) Aioynyels aleys aleys 3JoON
oahojduia
Jepun
saleys (pamainal) 2102
000, Sieuiq uelyeg (penupuoo) 810z Jaquiaydes (¢ papua syjuow auju ay} 1o}

ALIND3 NI SIONVYHI 40 INIWILVLS d31VAITOSNOD d3aSNIANOD
(0) osg 02Is



SICO BSC (c)

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
for the nine months ended 30 September 2018

Bahraini Dinars ‘000

Operating activities

Net interest received

Net decrease / (increase) in placements with banks

Net sale / (purchase) of investments at fair value through profit or
loss

Net sale / (purchase) of investments at fair value through other
comprehensive income

Net sale of investments at amortized cost

Purchase of investments properties

Net increase / (decrease) in customer accounts

Securities bought under repurchase agreements

Securities sold under repurchase agreements

Dividends received

Rental income received

Movement in brokerage accounts and other receivables
Movement in other liabilities

Payments for staff and related expenses

Payments for other operating expenses

Net cash from / (used in) operating activities
Investing activities

Net capital expenditure on furniture and equipment
Net cash used in investing activities

Financing activities

Net decrease in short-term bank borrowings
Treasury shares purchased

Dividends paid

Contribution by other unit holders in consolidated fund
Distribution to other unit holders in consolidated funds

Net cash used in financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Represented by:
Cash and bank balances
Treasury bills

30 September 30 September
2018 2017
(reviewed) (reviewed)

1,728 1,687
4,974 (19,175)
5,265 (97)
448 (1,524)
13 35
(1,927)

789 (3,746)
(13,946) (11,665)
17,725 10,242

783 519
87 -
5,940 3,890
1,482 1,070
(3,090) (2,809)
(1,459) (981)
18,812 (22,554)
(68) (138)
(68) (138)
(3,770) -
(5,913) -
(1,928) (2,142)
204 -
(242) (284)
(11,649) (2,426)
7,095 (25,118)
37,190 80,187
44,285 55,069
35,971 52,312
8,314 2,757
44,285 55,069

The accompanying notes 1 to 17 form an integral part of these condensed consolidated financial statements.




SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2018 Bahraini Dinars '000

1.

Reporting entity

This condensed financial information is the reviewed condensed consolidated interim financial
information (the “condensed consolidated interim financial information”) of SICO BSC (c) (the “Bank")
and its subsidiaries (the “Group”). The Bank operates under a wholesale banking license issued by
the Central Bank of Bahrain.

Basis of preparation

The condensed consolidated interim financial information has been prepared in accordance with
International Accounting Standard 34 (Interim Financial Reporting), which permits the interim
financial information to be in summarized form. The condensed consolidated 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 Group for the year ended
31 December 2017. 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 annual consolidated financial statements as at and for the year ended
31 December 2017.

Accounting policies

The condensed consolidated interim financial information has been prepared using the same
accounting policies and methods of computation applied in the preparation of the Groups' audited
annual financial statements for the year ended 31 December 2017 other than for adoption of IFRS-
15 — Revenue from contracts with customers. The impact on adoption of IFRS-15 effective from 1
January 2018 was not material

The condensed consolidated interim financial information is reviewed, not audited.

Estimates

The preparation of the condensed consolidated interim financial information requires management to
make judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets and liabilities, income and expense. Actual results may differ from
these estimates.

In preparing these condensed consolidated interim financial information, the significant judgments
made by the management in applying the Group's accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the financial statements for the year
ended 31 December 2017.

Financial risk management
The Group's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.

The condensed consolidated interim financial information do not include all financial risk management
information and disclosures required in the annual financial statements and they should be read in
conjunction with the Group’s audited annual financial statements for the year ended 31 December
2017. There have been no changes in the risk management department or in any risk management
policies since 31 December 2017.

Operating segments
The Group's lines of business are brokerage, asset management, treasury, investment banking,
market making and custody business. At present the Group’s revenue is reviewed by lines of
business and the expenses and results are reviewed at Group level. Accordingly there are no
reportable segments.



SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2018 Bahraini Dinars '000

8. Cyclicality
Due to nature of the Bank’s business, the nine months' results reported in this condensed
consolidated interim financial information may not represent a proportionate share of the overall
annual results.

9. Appropriations
At the shareholders Annual General Meeting for the year 2017 on 31 March 2018, the shareholders
resolved to make the appropriations of the profit for the year ended 31 December 2017, which were
effected during the first quarter of 2018. These include cash dividend of BD 1,928 representing 5%
of paid up capital.

10. Shares under employee share incentive scheme

The Group has established an Employee Share Incentive scheme (“the Scheme”) which is operated
through a Trustee. The Trust has been set up by the transfer of shares of the Bank allotted to the
employees under the Scheme.

Under the Scheme, employees are entitled to receive shares as part of their bonus in ratios
determined by the Board of Directors. The value of the shares is to be determined based on the fair
value of the Group's net assets as at the reporting date. This Scheme is treated as a cash-settled
share based payment transaction due to the restrictions imposed under the Scheme whereby the
employees have to sell back the shares to the Group on resignation/ retirement based on the vesting
conditions mentioned in the Scheme.

11. Contingent and memorandum accounts

As at 30 As at 31
September December
2018 2017
Assets under custody 2,336,176 2,152,893
Assets under management 699,471 465,366
Underwriting & other Commitments 13,614 3,230
12. Investments at fair value through profit or loss
As at 30 As at 31
September December
2018 2017

Quoted equity securities — (listed)

- Consolidated funds 3,876 3,107

- Parent 2,111 2,948

Funds

- Quoted 4,946 7,051

- Unquoted 4,427 3,708

Quoted debt securities

- Parent 6,402 8,934

- Consolidated funds 3,436 3,516

Unquoted debt securities

- Consolidated funds 228 232

25,426 29,496




SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2018

Bahraini Dinars '000

13. Investments at fair value through other comprehensive income

14,

15.

As at 30 As at 31
September December
2018 2017
Equity securities
- Quoted (listed) 3,454 3,662
- Unquoted 212 295
3,666 3,957
Debt securities
- Quoted - 113
- Unquoted 2,053 2,088
2,053 2,201
5,719 6,158

Investments in properties

SICO US Real Estate Income Fund | LP (the Fund) was initially incorporated as a limited
partnership by SICO on 18 January 2017 in the Cayman Islands. Operations commenced in
February 2018. The Fund is managed by SICO and seeks income generating properties in
various geographies in the United States. The Fund focuses on multifamily residential properties
with high levels of occupancy in growing suburban markets. As of 30 September 2018, the Fund
had completed the acquisition of five properties. The Fund adheres to the principles of Shari'ah
with oversight from a dedicated Shari'ah Board and acquires properties without the use of
leverage. The Fund targets a 5§ year term and an investor return of 7% per annum.

As of 30 September 2018, the bank has subscribed to a majority portion of the above fund and
therefore, the financial positions and results of the SICO US Real Estate are consolidated with the
Bank’ accounts. The entire Investment in properties as shown in the statement of financia! position
at its fair value represents the assets that are acquired by the underlying fund.

Net investment income

Nine months ended
30 September | 30 September

2018 2017
Net gain from investments at fair value through profit or loss 1,160 1,153
Realized gain on sale of FVTOCI debt securities 9 -
Interest income from debt instruments 1,090 1,122
Dividend income 783 519
3,042 2,794

10




SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
Bahraini Dinars '000

for the nine months ended 30 September 2018

15. Net investment income (continued)

Gain from investments at fair value through profit or loss comprises the following:

Nine months ended
30 September | 30 September

2018 2017
Realized gain 650 875
Unrealized gain 510 278
1,160 1,153

16.

The realized gain from investments at fair value through profit or loss represents the difference
between the carrying amount of investments at the beginning of the reporting period, or the
transaction price if it was purchased in the current reporting period, and its sale or settlement price.

The unrealized gain represents the difference between the carrying amount of investments at the
beginning of the period, or the transaction price if it was purchased in the current reporting period,
and its carrying amount at the end of the period.

Related parties

The following are the related party transactions during the period. All these transactions are in the
ordinary course of business and on normal commercial terms.

Transactions with funds owned by the Subsidiary Companies namely SICO Funds Company BSC
(c), SICO Funds Company Il BSC (c), SICO Funds Company IV BSC (c), SICO Funds Company VI
BSC (c), SICO Funds Company VIII BSC (c) and SICO Ventures Company SPC are as follows:

Nine months ended
30 September | 30 September
2018 2017
Fee income 380 284
As at 30 As at 31
September December
2018 2017
Fee receivable 94 106
Funds under management 62,612 66,098
Investments in own funds 2,427 2,258

Transactions with shareholders:

Fee income

Nine months ended

30 September
2018

357

30 September
2017

360

11



SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2018 Bahraini Dinars '000
16. Related parties (continued)

As at 30 As at 31
September December
2018 2017
Fee receivable 126 107
Funds under management 66,986 56,362

The Group has banking relationships, makes deposits and placements and has unutilized credit
facilities with certain of its shareholders that are local banks.

17. Fair value

(i) Set out below is a comparison of the carrying amounts and fair values of financial instruments as

at 30 September 2018:

30 September 2018 31 December 2017

Carrying Fair value Carrying Fair value
Assets amount amount
Investments at amortized cost 9,995 9,908 10,008 10,126
Investments at fair value through
profit or loss 25,426 25,426 29,496 29,496
Investments at fair value through
other comprehensive 5,719 5,719 6,158 6,158
Total assets 41,140 41,053 45,662 45,780
Liabilities
Short-term bank borrowings 51,998 51,998 38,043 38,043
Payable to unit holders 2,872 2,872 2,651 2,651
Total liabilities 54,870 54,870 40,694 40,694

All investments at fair value through other comprehensive income, investments at fair value through
profit or loss are carried at fair value. Investments at amortized cost are carried at amortized cost.

(ii) Fair value hierarchy

The Group measures fair values of financial instruments using the following fair value hierarchy that
reflects the significance of the inputs used in making the measurements from the date of
reclassification

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
(i.e. derived from prices). This category includes instruments valued using quoted market prices in
active markets for similar instruments; quoted prices for identical or similar instruments in markets that
are considered less than active; or other valuation techniques where all significant inputs are directly
observable from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes
instruments where the valuation technique includes inputs not based on market observable data.

12



SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2018 Babhraini Dinars '000

17. Fair value (continued)

The tables below analyses financial assets and liabilities carried at fair value, by the level in the fair
value hierarchy into which the fair value measurement is categorized.

Level 1 Level 2 Level 3 Total
As at 30 September 2018
Assets
Fair value through other comprehensive
income investments:
- Equities 3,454 - 212 3,666
- Debt securities - 2,053 - 2,053
Fair value through profit or loss:
- Equity 5,987 - - 5,987
- Debt securities 9,838 228 - 10,066
- Funds 6,551 1,871 951 9,373
Investments at amortized cost:
- Debt securities 9,908 - - 9,908
Liabilities
- Payable to unit holders in
consolidated funds (2,872) - - (2,872)
32,866 4,152 1,163 38,181
Level 1 Level 2 Level 3 Total
As at 31 December 2017
Assets
Fair value through other comprehensive
income investments:
- Equities 3,662 - 295 3,957
- Debt securities 113 2,088 - 2,201
Fair value through profit or loss:
- Equity 6,055 - - 6,055
- Debt securities 12,450 232 - 12,682
- Funds 7,444 2,330 985 10,759
Investments at amortized cost:
- Debt securities 10,126 - - 10,126
Liabilities
- Payable to unit holders in
consolidated funds (2,651) - - (2,651)
37,119 4,650 1,280 43,129
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SICO BSC (c)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2018

Bahraini Dinars '000

17. Fair value (continued)

At 1 January 2018

Total loss:

- inincome statement

- in other comprehensive income
Purchases

Settlements

Transfers into / (out) of level 3

At 30 September 2018

At 1 January 2017

Total loss:

- inincome statement

- in other comprehensive income
Purchases

Settlements

Transfers into / (out) of level 3

At 30 September 2017

The following tables analyses the movement in Level 3 financial assets during the period:

Level 3
30
September
2018

1,280
(117)

1,163

Level 3
30
September
2017
1,264

101

1,365
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