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ARABHBANK MENA FUND
MANAMA - KINGDOM OF BAHRAIN

DIRECTORS' REPORT

The Directors present the annual report and financial statements of Amb Bank MENA Fund (“the
Fund™) for the year ended September 30, 2011.

PRINCIPAL ACTIVITY

The Fund 15 an open ended collective investment scheme and ils primary objective is 1o achieve
long term capilal sppreciation. The Fund invests mainly in listed and wnlisted equitics and equity
related securities in the MENA region. In addition, the Fund may trade in securities listed on other

stock exchanges or raded over the counter if a significant pant of the operations or assets of issuers
are invitlved in the MENA region.

REVIEW OF BUSINESS

The results of the operations of the Fund are summarised on page 3.

APPROPRIATIONS

MNone,

CHANGES 1N DIRECTORS

Mone,

AUDITOR

A resolution proposing the reappointment of Deloitte & Touche as the auditor of the Fund for the
year ending September 30, 2012 and authonsing the Direclors to fix their remunemation will be put

to the Anmal General Meeting,

O behalt of the Board

A~

Mr. Adel Kasaji
Director

February 28, 2012
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INDEPENDENT AUDITOR'S REPORT TO THE UNITHOLDERS i
i 18670

Arab Bank MENA Fund
Manama,
Kingdom of Bahrain

Report on the Financial Statements

We have sudited the accompanying financial statements of Amsb Bank MENA Fund (“the Fund™),
which comprise the statement of financial position as of September 30, 2011, the statement of
comprehensive mmcome, statement of changes in net assets and the smtement of cash flows for the
year then ended, and a summary of significant accounmting policies and other explanatory
information.

Management 's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these linancial statements in
accordance with Intemational Financial Reporting Standards, and for such intemal control as
management delermines 158 necessery to enable the preparation of nancial statements that are free
from matenal misstatement, whether due to frand or ermor.

Awditor s Responsibiliny

Owr responsihility 18 fo express an opinion on these financial statements based on our audit. We
conducted our apdit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to olbtain
reasoneble assurance about whether the financial statements are free from matenal misslatement,

An mulit mvolves performing procedures to obtmin audit evidence aboul the smounts and
disclosures in the financial statemenis. The procedures selected depend on the auditer’s judgement,
including the assessment of the risks of material misstatement of the financial statements, whether
duc 10 frasd or error. In making those risk assessments, the auditor considers miemal contral
relevant w the enbily’s prepamation and fair presentation of the financial statements m order to
design andit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control, An audit also includes
evaluating the sppropriateness of accounting policies used and the reasonableness of accounting
estumates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our awdit opinion.

Meibier ofF Digkwile Inuche Tohmatsi Laniss



Deloitte ’

INDEPENDENT AUDITOR’S REPORT TO THE UNITHOLDERS (CONTINUED)

Choiidom

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Arab Bank MENA Fund as at September 30, 2011 and of its financial perfommance and its cash
fows for the year then ended in accordance with Intemational Financial Reponting Standards.

Report on Other Legal and Regulatory Requirements

In our opinion, the Fund has maintgined proper sccounting records and the financial statements,
have been prepared in accordance with those reconds. We further report thet, to the best of oup
knowledge and belief, the financial information provided in the Board of Directors’ Report is in
agreement with the financial statements and based on the information and explanations provided by
the management which were required for the purpose of our audit, we are not aware of any
violation of Module CIU {Collective Investment Undentakings) issued by the Central Bank of
Bahrain (“the CBB™), contained in Volume 6 of the CBR Rulebock, having occurred during the
yeir ended Seprember 30, 2011 thar might have had a material effect on the business of the Fund or
on s financial position.

Manama, Kingdom of Bahrain . l :_"j e,,q' 3, “'rt é |,: s

February 28, 2012  Deloitte & Touche



B ] {NA FLIND

MANAMA - KINGDOM OF BAHRAIN

STATEMENT OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2011
2011 2010
Notes USD US

ASSETS
Current assels
Cash at banks ol 9 11,891,449 16,733,221
Investment secorities T&D 21,6563 21,247,361
Other asscts H 17,949 29 R57
Tuotal asseis 33,565,784 3B.010,430
LIABILITIES
Current liabilities ?
Acerued expenses and other payables 10 176,119 81,445
Total Habilities 176,119 1E], 445
Met assets attributable to holders of redeemable

nnits 33,389 669 37,828,994
ANALYSIS OF NET ASSETS
Capital 11 52,289,335 54,872 616
MWet cumulative realised loss (16,217,619 (16,281,399
Cumulative changes in fair value of invesiments

securities al fair value through profit or loss F (2,685,716) {763,379)
Fair value reserve for available-for-sale

invesiments 7.2 3669 1,156
Met assets 33,389 669 37528904
Met asset value per unit 15 7.1058 7.4961

The financial statements were approved amd suthonsed for issue by the Directors on
February 28, 2012 and signed on their behalf by:

- | M P
.__.",- : L?. L S ¥
R Ll e =
MMr. Adel Kasaji Mr. Qutaiba M. Hawamdeh
Director Director

The accompanying notes Form an integral part of these financial statements.

Vi



EMA FUND
OF BAHRAIN

HAB BANK
- KIN

STATEMENT OF COMPREHENSIVE

FOR THE YEAR ENDED SEPTEMBER 30, 2011

Revenue
Dividend income 1
Interest income — available - for - sale investments |
Interest income — bank accounts 1
Met realised loss on Investment securibies at far

value through profit or loss
Net unrealised (loss) / gain on investment securities

at fair value through profit or loss
Net foreign exchange loss

Total operating (loss) f income

Expenses

Management fees

Custody and administration fees
Registrar fees

Professional fees

Broker commission

Bank charges

Oither expenses

i
L e fm
W

Total operating expenses

(Loss) / profit for the year

Oither comprehensive income

Met gain / (loss) arising on revaluation of available

for — sale investmenls

Total comprehensive (loss) / income for the year

{Decrease) S increase in net assets atiributable o
holders of redeemable units

a1l
USD

038,167
104,947
68,003

(210,854)

(1.822,337)
(115,691)
(1,141,765)

(537,384)
(50,679)
(14,935)
(20,411}
(60,867}

(3,234)
(29,277)

(1,458,557

(1,856,044)

(1,856,044)

The accompanying notes form an integral part of these Mnancial statements.

2010
usp

786,268
52,599
68,620

(2.024,285)

2,732,304
(182,633)
1,433,273

(570,854)
(39.688)
(16,063)
(21,207)

(127,367

(2,969)
(22,522)

________

589,151



ARAB BANK MENA FUND
MANAMA — KINGDOM OF BAIIRAIN

5 HAMNGES IN NET ASSETS

FOR THE YEAR ENDED SEPTEMBER 30, 2011

2011 20140
LIST LISD
Met assets attributable to holders of redeemahle units
at the beginning of the year 37.R28,994  35.486,691
Subscription of redeemable units 319,940 325,000
Redemption of redeemable unils (2,903,221) (1,571,848)
{Decrease) / increase in net assets attnibutable fo holders of
redecmable units (1,856,044) 589,151
Net assets attribntable to holders of redeemable units at
the end of the vear 33389669 3T BIESG4

— p—

The accompanving noles form an integral part of these financial statements.



ARAB BAMNK MENA FUND
1 - KINGDOM OF BAHRAIN

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SE 11

Cash flows from operating activities
(Loss) / profit for the year
Adjustments for:
Dividend mmcome
Interast income
Net loss / (gain) on investment securities at fair value
through profit or loss

Chianges in operating assets and habilities:
Deecrease / (increase) in other assets
(Decrease) / increase in sccrued expenses and other payables

Cash used 1n operations

Payments for purchase of invesimenl securitics
Proceeds from disposal of investment secunties
Dnividend received

Interest received

Net cash used In operating activities

Cash flows from financing activities
Proceeds Irom subscription of redeemable units
Payments on redemption of redeemable units

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalent at the end of the year

Comprising:
Cash at banks (Note 6)

2011 2010
LISy IS0
{1,858,557) 612,603
(938,167} (786,268)
{168.950) (121,619)
2,133,191 (708,019}
(B32,483) {1,003,303)
11,90% (133)
(5,326) 4,489
(825,901) (998,949)
(11,903,708) (24,788,385)
3352 228 23,586,231
936,217 1,082,634
182,673 118,057
2,258 491) (900.412)
319,940 325,000
{2,903.221) (1,571,848)
(2,583.281) {1,246,348)
{#4.841,772) (2,147 260)
16,733,221 18,880,481
11,89] 449 16,733,221
16,733,221

11,891,449

The accompanymg notes form an integral part of these financial statements.



ARAB BANK MENA FUND

MAMNAMA — KINGDO M

NOTES TO THE FIMN : ; i
R THE YEAR ENDED SEPTEMBER 1

1. STATUS TIVITIES:

Arab Bank MENA Fund (“the Fund™} is an open-ended invesiment fund established by Arab Bank
MENA Fund Company B.5.C. (¢} {("the Fund Company™). The Fuond is an Expert Fund under the
collective investment undertakings regulations issued by the Central Bank of Bahmain (“the CBE"™)
as contained in Volume 6 of the CBB Rulebook. The Fund Company has been registered at the
Ministry of Industry & Commerce and is authorised and approved by the CBE. The Fund was
launched on May 23, 2005,

The Fund is managed by Al Arabi Investment Group (“the Investment Manager™) who manages the
Fund as a fiduciary patrimony on a discretionary basis authorise to the provisions of the Fund's by-
laws and the provisions of law that regulates fiduciary activities. Gulf Custody Company B.S.C. (c)
15 the custodian and administrator {referred 1o as “the Custodian” or “the Administrator™) agent of
the Fund.

The objective of the Fund is 1o provide income primarily from investments in equities with possible
investment in bonds aiming to preserve capital during period of weak equity market performance
and maximising capital growth during period of strong equity markets performance. The Fund may
distribute dividends on an annual basis, upon the sole discretion of the Investment Manager.

The financial stalements represent the assets, liabilities and operations of the Fund only, The Fund
does not have any employees and utilises the services of the Investment Menager, Administrator
and Cuslodian to operate the Fund,

EW AND REVISED STANDARDS:

2, ADOPTI

2.1 Standards affecting the disclosures and presentation in the current year

Mone of the revised Standards that have been adopted in the current vear, which were effective for
annual periods beginning on or after October 1, 2010, have affected the disclosures and
presentations in the financial statements. Details of those Standards adepted in these financial
statements but that have had no effect on the amounts reported are set out in Note 2.2,



ARAB BANK MENA FUND
MANM — KINGDOM OF BAHRAIMN

MNOTES TO THE FINANCIAL STATEMENTS
THE Y ! 2011

2. ADOPTION OF NEW AND REVISED STANDARDS: (CONTINUED)

2.2  Standards and Interpretations adopted with no effect on the financial statements

The following new and revised Standards and Interpretations have also been adopted in these
financial statements. Their adoption has not had any significant impact on the amounts reported
in these Anancial statements but may affect the accounting for future transactions or

arrangenients.

Effective for anoual
periods beginning on

New Interpretation: or after
[FRIC 19 Extinguishing Financial Liabalities with Equity
Instruments July 1, 2010

Amendmenis to Standards and interpretations:

IFES 1 First-time Adoption of Intemational Financial Reporting

Standards- Limited exemption from comparative IFRS 7

disclosures for Firsi-time adoplers July 1, 2010
[AS 24 Related Party Disclosures Januaty 1, 2011
I1AS 32 Financial Instruments: Presentation — Classification of

Right [ssues Febroary 1, 2010

IFRIC 14 IAS 19 — The Limit on a Defined Bencfit Asset,

Minimum Funding Requirements and their Interaction January 1, 2011
Various Amendments resulting from Apeil 2000 Anmaal
Standards  [mprovements to [FRS's Various

2.3 Standards and Interpretations in issue not yet effective

Ar the date of aothorisation of these financial statements, the following Standands and
Interpretations were in issue but not effective:

Effective for annual
periods beginning on

New Standards: or after

IFR5 9 Fingncral Instruments Jamgary 1, 2015
IFRS 10 Consolidated Financial Ststements January 1, 2013
IFRS 11 Jount Arrangements January 1, 2013
IFRS 12 Disclosure of Interests i Other Entines Japuary 1, 2013

IFES 13 Fair Waloe Measurement Jahuary 1, 2003
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ARAB BANK MENA FUNT»

M HRAIN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2011

2 ADOPTION OF NEW AND REVISED STANDARDS:

2.3 Standards and Interpretations in issue not yet effective (Continued)

New [nterpretation:

IFRIC 20

Stnpping costs in the production phase of a surface mine

Amendmenis fo Standards and fnterpretations:

IFRS 1

IFRS 7

IFRE 7

IAS 1

IAS 149

1AS 27
IAS 28
[AS 32

Vanous
Standands

Financial Instroments: Disclosures — Amendments
enhancing disclosures about transfers of financial

asscts
Financial Instruments: Msclosures — Amendments

enhancing disclosures about offsetting of financial
assels and financizl liabilities

Financial Instrumenis: Disclosures — Amendments
requiring disclosures about the initial application of
IFES 9

Presentation of Financial Statements — Amendments Lo
revise the way of other comprehensive income i3
presented

Employee Benefits (201 1)-Amendments relating to the
elimination of the comidor approach

Separale Financal Statements (2011)

Investments in Associates and Joinl Ventures (2011

Financial Instruments: Presentation — Amendments to
application guidance on the affsetiing of financial
assels and habilhities

Amendments resulting from May 2010 Annual
Improvements to IFRS"s

Effective for annual
periods beginning on
or ffter

Japuary 1, 20013

July 1, 2011
Jamuary 1, 2013
Januwary 1, 2015
July 1, 2012
January 1, 2013

January 1, 2013
January 1, 2013

Janoary 1, 2014

Various

The Directors anticipate that IFRS %, that will be adopted in the Fund's financial statements for
the annual period beginning October 1, 20135, and that the application of the new standard may
have a significant impact on amounts reported in respect of the Fund’s financial assets and
financial liabilities. However, it is not practicable to provide a reasonable estimate of that effect
until & detailed review has been completed,

Except for the effect as a result of adopting IFRS 9, the Directors anticipate that all of the abave
Standards and Interpretations as applicable, will be adopted in the Fund’s financial statements in
future periods and that the adoption of those Standards and Interpretations will have no matenal
impact on the financial statements of the Fund in the period of indtial application.



ARAB BANK MENA FUND
MANAMA — KINGDOM OF BATTHAIN

NOTES TO THE FINANCIAL STATEMENTS
EOR THE YEAR ENDED SEPTEMBER 30, 2011

Statement of Compliance

The financial statements have been prepared in conformity with the prospectus and in accordance
with International Financial Reporting Standards (“I[FRS™).

Basis of Preparation

The financial statements are prepared under the historical cost convention, excepl for the
measurement of certain financial assets at fair value,

These financial stalements are presented in US Dollars (“LUSD™), this being the presentation and
functional currency of the Fund’s business.

The significant accountmg policies are as follows:
(a) Iovestment in Securites

The values of securities listed on a securities exchanpe are based on the official closing price
on that exchange on the day of valvation. Transactions in marketable securities are
accounted for on the trade date where the purchase or sale of an invesmment is under a
contract whose terms require delivery of the investmenis within the bme frame established
by the markel concerned.

Tnvestments in Securities ar Fair Value threugh Profit or Loss (“FVTPL")

Investments in histed securitics are classified as securnities at fair value through profit or loss
whuch are imihal recognised and subsequently measured at fair value. The change in far
value of these securities is recorded in the profit or loss. The net invesmment gain or loss
recopnised in the profit or loss incorporates any dividend or interest earmned on the financial
AssEl

Avaifable-for-Sale {“AFS™) Investinents

Avalable - for - sale mvestments are inttially measured at cost, being the fair value of the
consideration given mcluding acquisition charges associated with investment, After initial
recognition, investments which are classified as “available - for - sale” are normally
measured at fair value, unless fair value cannot be reliably determined in which case they are
measured at cost less impaimment. Fair value changes are reported as a separale component
ol other comprehensive income until the investment is derecognised or the mvesiment 15
determined to be impaired. On derecognition or impaimment the cumulative gain or loss
previously reported as “fair value reserve™ within equity, is included in the profit or loss for
the peried. In case of a reversal of previously recognised impairment losses for equity
mvesiments, such changes will not be recognised in the current profit or loss but will be
recorded as an increase in the fair value reserve.



ARAB BANK MENA FUND

N

- BAHRAIN

NOTES TO TH s  TATEMENT!

OR

EYEAR ENDED SEFTEMBER 30. 2011

{b)

(<)

id)

()

G ] . TING POLICIES: (CONTINUED

Becelvables

Recervables are non-derivative financial assets of fixed or determinable amounts that are
nol quoted in an active market. Receivables are recognised at fair value net of transaction
costs that are directly atiributable o their disposal and are camied at amortised cosl using
the effective interest method less any impairement.

Effective nrerest Method
The effective interest method is a method of calculating the amortised cost of a financial
asset and of allocating interest income over the relevant period. The effective interest is the

rate exactly discounis estimated future cash receipis (including all fees paid or received
that form an integral part of the effective interest rate, transaction costs and other

premiums or discounis) through the expected life of the financial asset, or (where
appropriate) a shorter period, to the net carrying amount on initial recognition,

Income is recognised on an effective interest basis for debt instruments other than those
financial assets desipnated as at FYTPL.
Tnterest and Dividend Income Recognition

Interest income is acerved on a dme basis, by reference to the principal outstanding and at
the interest rate applicable adjusted by the amortisation ol premiums and discounts.

Dividend income on shares are recognised when the shareholder’s right 1o receive such
dividend is established.

Valuation of Units

The prices at which units may be issued and redeemed are calculated by reference (o the
Met Asset Value (“NAV™) of the Fund calculated in accordance with the Fund's

prospectus.
Other Payables

Other payables are recognised for amounts to be paid in future for goods or services
received, whether billed by the supplier or not. These are camed at amortised cost using
the effective interest method with interest expenses recognised on an effective yield basis.

The etfective mierest method of caleulating the amortised cost of a financial lability and
of ellocating interest expense over the relevant period. The effective interest rate 15 the rale
that exactly discounts estimated future cash payments through the expected hife of the
financial liability, or (where appropriate) a shorter period, o the net carrying amount on
initial recognition.

Derecagnition of financial liabilites

The Fund derecognises financial lisbilities when, the Fund’s obligations are discharged,
cancelled or they expire.



ARAB BANK MENA FUND
MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS

FO¥ YEAR ENDED SEPTEMBER 30, 2011

1. SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

() Expenses
All recurring expenses are accounted for on an acerual basis.

(g}  Foreign Currencics
Foreign currency transactions are recogmsed in U'nited States Dallars at the approximate
rates of exchange prevailing at the time of the transactions. Monetary assets and liabilities
denuminaled in foreign currency at the reporting date are retranslated into United States
Dollars at the year end rates of exchange. Exchange differences, are reported as part of the
results for the year.

(51} Imipairment of Financial Assels

Financial assets, other than those at FVTPL, are assessed for indicators of impairmenl at
each reporting date. Financial assets are impaired where there is objective evidence that, as
a result of one or more events that oceurred after the mitial recogrition of the financial
asset, the estimated future cash flows of the financial asset have been affected.

For shares classified &s AFS, a significant or prolonged decline in the fair value of the
secutity below its cost is considered to be objective evidence of impairment,

For all other financial assets, objective evidence of impairment could inchede:

o sigmificant financial difficolty of the 18suer or counterparty; or

» default or delinquency n interest or pnncipal payments; or

¢ it becoming probable that the bomower will enter bankruptey or financial re-
UI'EEI'IIHH[H"."I'L

For certain calegones of financial assets thet aré assessed nol to be mpaired individually
are spbstantially assessed for impairment on a collective basis. Objective evidence of
impaiment for a porifolie of recervables conld include the Fund's past expenence of
collecting pavments, an increase in the number of delayed payments in the portfolio as
well as observable changes in national or local economic conditions that correlate with

defaull on receivables.

For financial assets camied at amontised cost, the amount of the impairment is the
difference between the asset's camying amount and the present value of estimated fure
cash flows, discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
hnancial assels with the exception of trade receivables, where the camying amount 15
reduced through the use of an allowance account. When a trade receivable is considered
uncollectible, it is wrillen off against the allowance account. Subsequent recoveries of
amounls previously wntten off are credited apainst the allowsnce account. Changes in the
carmying amount of the allowance account are recognised in profit or loss.

When an AFS financial asset is considered to be mmpaired, comulative gains or losses
previously recognised in other comprehensive income are reclassified to profit or loss n
the period.



ARAB BANK MENA FUND
MANAMA — ; OF BAHRATIN

NOTES TO THE FINANCIAL STATEMENTS
EYEAR ENDED SEPTE? ' 11

i SIGNIFICANT ACCOL OLICIES: (CONTINU
(k) Impairment of Financial Assets (Continued)

With the exception of AFS cquity mstruments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively o an event oCCUrTing
after the impairment was recognised, the previously recogmised impaiment loss is reversed
through profit or loss to the extent that the camrying amount of the financial asset at the date
the impairment is reversed does not exceed what the amortised cost would have been had
the impairment nol been recognised.

In respect of AFS equity sccuritics, impairment losses previously recognised through profit
or loss are not reversed through profit or loss. Any increase in fur value subsequent to an
impairment loss is recognised in other comprehensive income,

{1} Derecognition of Financial Assets

The Fund derecognises a financial assel only when the contractual nghts o the cash flows
from the asset expire, or when it transfers the financial asset are substantially all the risks
and rewards of ownership of the asset to another entity. If the Fund nesther transfers nor
relains substantially all the nsks and rewards of ownership and continues to control the
transferred asset, the Fund recognises its relained interest in the asset and an associated
liability for amounts it may have to pay. If the Fund retains substantially all the nsks and
rewards of ownership of a transferred financial asser, the Fund continues o recognise the
financial asset and also recognises a collatereralised borrowing for the proceeds recerved.

4, CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINITY

In the application of the Fund’s accounting policies, which are described in Note 3, management is
required 1o make judgements, estimates and assumptions about the camying amounts ol assets and
liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical expenience and other [actors that are considered to be relevanl.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basia. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects both
current and future penods.

Critical judgements in applying the Fund's accounting policies

The following are the critical judgements, apart from those involving estimations (see below), that
management has made in the process of applying the entity’s accounting policies and that have the
most significant effect on the amounts recogmised in Anancial statements
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ARAB BANK MENA FUND
MANAMA —- KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30,2011

4. T ] SOURCES OF ESTIMATION

UNCERTAINITY: (CONTINUED)
Critical judgements in applying the Fund’s accounting policies (Continuned)

Classification of investmenis

Manapement decides on the acquizition of an investment whether to classify it as held to maturity,
available-for-sale or financial assets at fair value through profit or loss, For those decmed to be held
to matunty, the Fund ensures that the requirement of [AS 39 are met and in particular the Fund has
the positive imtention and ability to hold these to maturity. The Fund classifies investments as
financial assets &t fair value through profit or loss if the investment is held for treding or upon
initial recogmition it 1§ designated by the Fund as ol fur value through profit or loss. All other
investments are classified as available-for-sale.

Impairment of available-for-zale equity invesimenis

Available-for-sale equity investments are considered impaired when there is a significant or
prolonged decline in far value of the secunty below ils cost. Management has to make judgements
to decide what is a significant and what 15 a prolonged decline in fair value.

Key sources of estimation uncertainty

The following are the key assumptions conceming the future and other key sources of estimation
uncertainty at the reporting date, that have a significant nsk of causing a material adjustment to the
carrying amounts of assets and liabilitics within the next financial year:

fmipaivment of receivables

The Fund’s management reviews periodically items classified as receivables to assess whether a
provision for impaiment should be recorded in profit or loss. Management estimates the amount
and timing of future cash flows when determining the level of provisions required. Such estimates
are necessarily based on assumplions about several factors mvolving varying degrees of judgement
and uncertainty, and actual results may differ resulting in future changes 10 such provisions.



ATRRAR BANK MENA FLIND
MAMNAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
Tl 'MBER 30, 2011

3 FEES:

() Management Fee

Under the Investment Managemenl agreement, the Fund has to pay the Investment
Manager remunecration for its on-going services a fee accruing on each Valuation Day at
the annual rate of 1.5% of the NAV of the Fund, prior to the accrual of performance fees.
Management fees accrue monthly and are payable quarterly in arrears by the Fund.

(b} Administration and Cuostody Fee

Under the Administration and Custody agreement, the Fund has agreed 10 pay the
Administrator and Custodian as remuneration for its on-going services a fee aceruing on
cach Valustion Day. The administration and custody fee is payable quarterly in arrears
within seven (7) business days following the last day of each quarter and are calculated as
follows:

. Invesiments that are made in the Gulf Cooperation Council (GOC) Counntnies: The
Fund will be charged an annual custody and administration fee of 0.125% of the
NAV that is held under custody in these countries, subject to a mimimum annual fee

of USD 25,000; and

. Investmenis that are made in Levant and North Afncan Countries: The Fund is
charged an anmual fee of 0.1 75% of the NAV that is held under the custody in these
couniries, subject Lo a minimum annual fee of TSD 30,004,

(e} Registrar Fee

Under the Registrar and Transfer Agent agreement, the Registrar and Transfer Agent's fee
15 being paid at USD 4,000 per anmim up to 50 unitholders and additional charge of TUSD
50 per annum for every additional unitholder. The registear fee will be accrued on each
Valuatiom Day and will be payvable quanterly in arrears within seven business day following
the last revaluation day of each quarter.

£ CASH AT BANKS:

Cash at banks represents balances in curmrent accounts held at banks.

2011 2014

Ush Ush
Current accounts 8877217 14,087,174
Time deposits 3,014,232 2,646,047

E————— s

11,591,449 16,733,221

Time deposils carry intérest rales between 1% and 4% per annum (2014 1% and 4.73% per annum)
and have original maturities of less than three months.
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7.  INVESTMENT SECURITIES:

This caption 15 composed of the following:

2011 2010
UsD Usb
Investments in listed shares at fair value through profit or
loss (Note 7.1} 20,806,246 20,491,946
Investments in listed bonds - available-for-sale (Note 7.2) RS0, 144 755415

21,656,390

7.1 Investments in listed shares al fair value through profit or loss

Palestine and Irag
Egypt

Jordan

Kuwan

Bahrain

Clatar

Uneled Arab Emirates
Sawdt Arabia

Svyria

Chman

o

126,638
1,763,351
1,930,063

131,106

368.037
4,312,200
3,280,748

11,193 490

280,357

94 063

23,491,962

Seplember 30, 2011

______________

21,247,361

Fair Value
LIS
175,648

1,032,342

1,676,095
132,628
265,252

4.513,454
2,564,847
10,158,133
198,653

80 204

Chatige i 11

Yalua
UsD

49,010
(733,108)
(263,868)

1,522
(102,785)

201,245
(715.901)
(1,035,357)
(81,704}
(4,764)

(2.685,716)
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T INVESTMENT SECURITIES: (CONTINUED)

7.1 Investments in listed shares at fair value through profit or loss (Continued)

Palestine

Egypi

Jordan

Kuwail

Bahrain

{Jatar

LUnited Arab Emirates
Saudi Arabia

g g

7.2 Investments in listed bonds — available-for-zale

Maturity

Bank Muscat non -

guaranteed bonds June 30, 2014
L sbanese Republic -

non - guaranteed

bonds December 17, 2017

September 30, 20140
Change in Fair
Cost Fair Value Value

USD 5D UsD
155,008 112,923 (1940,258)
965,494 1,027,275 200,954
1,647 719 1,504,029 (253,690)
171,862 186,265 14,303
387,931 168,037 (19,894)
4,465,620 4,463,021 {2,599)
3,773,464 3,436,205 {337,259)
0,453,233 5,223,834 (229.401)
234 892 280,357 45,463
21,255,323 20,491,946 (763,379)

September 30, 2011
Coupun Far Eair Value
ralg L _,a]_ug Besepve
Hy LISD usp Ush
6.23 394,713 S0 458 (5,253)
7. 251,762 200,686 8,924
246,475 BS0,144

1,660
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il INVESTMENT SECURITIES: (CONTINUED

7.2 Investments in listed bonds - available-for-sale (Continued)

September 30, 2010
Coupon Fair Fair Value
rate Cost Vi Egggrve
Maturity e LsD LISD LISD
Bank Muscat non -
guaranteed bonds June 30, 2014 625 S04 T3 505 869 1,156
AHB non - guaranteed
honds May 15, 2011 5.55 159, 546 159 546 -
754,259 755415 [.156
(&) Investments in listed shares are classified as investments at fair value through profit or

loss and investments in listed bonds are classified as available-for-sale. These securitics
provide the Fund with the opporiunity to enhance the return on investment through
trading pains. The fair value of these securities are based on quoted market prices of the
relevant stock exchanges. Certain markels and securities may be illiquid and published
market prices may not necessarily represent realisable value. The Investment Manager
manages market illiquidity by diversifying holdings across many markets and seclors and

by mamtaming healthy cash balances.
8. OTHER ASSETS:

The caption 15 composed of the following:

2011 2010

UsD LISD
Acerued interest receivable on bonds 15,000 29.723
Acerued dividend income 1,950 -
Chhers - 135

17,949 29,857
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9. RELATED PARTY TRANSACTIONS:

Transactions with entities in which the Invesiment Manager and its ultimate parent company,
Arab Bank Ple have substantial or controlling interest are classified as transactions with related
parties since Arab Bank ple, Jordan is the principal shareholder of the Fund Company.

comespondingly all branches of Arab Bank Plc are also considered as related parties. These
transaclions are approved by the Board of Directors.
- The following are the transactions and balances between the Fund and its related party:
MNature of Amount (incurred) / {Pavable) / receivable
R elated Party Transaction gamed September 3() as at September 30,
2011 2010 2011 2010
LIsSD Lsp LISy IED
Al Arabi
Investment Group  Management fees  (537,384)  (570,854)  (129.333) (141,022)
Arab Bank Plc,
Jardan Dividend income [ RE L] 15,598 - =

- The following related parties owned units in the Fund:

MNumber of units held a3 at
Seple 3
Related Party Nature of Relationship 2011 20040
- Arab Bank (Switzerland) Subsidiary of Arab Bank
Ple, Jordan QGE, 160 1,088,058
- Arab Bank Ple, Wholesale Branch of Arab Bank Ple,
Bank, Bahrain Jordan 00,000 S0 000
- Oman Arab Bank S.A.0.C.  Affiliate Company ol Arab
Bank Ple, Jordan 50,000 50,000
- The Fund has the following bank balances and has invested in equity shares of the following:
Seplember
Mature 2011 010
Belated Party Mature of Transaction Relationship LS UsD
Arab Bank Ple — Current accoumnt Branch of Arab 1,418,244 2,135
Wholesale Bank, Bahrain Bank Plc, Jordan
Arab Bank Plc — Retall Current accounts Branch of Arah 20,434 17,317
Rank, Bahrain Bank Plc, Jordan
Arab Bank Plc, Jordan Equity sharcs Ultimate Parent n23,249 B18,760
(20011: 55,200 shares) Company of the
(2000: 55,200 shares) Fund Company
Arab Bank Plc, Jordan Current account Ultimate Parent 9,591 462 615
Company of the
Fund Company
Arub Bank Ple, Palestine Cuirent account Branch of Arab 24,544 24 546
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9. RELATED PARTY TRANSACTIONS: (CONTINUED)

September 30,
Mature of 2011 2010
Related Party Mature of Transaction Relationship LS psp
Oman Arab Bank Current accounts AlMliate Company of
2.A4.0.C. Arab Bank Plc,
Jordan 2 4R5 215 5,131,353
Arab Bank Syra Current account Affiliate Company of 25,248 1.21%
Arab Bank Flc,
Time deposit Tordan 43,431 41,434
10. ACCRUED EXPENSES AND OTHER PAYABLES :
2011 2010
LS UsD
Management fees (Nole 9) 129333 141,022
Custody and administration fees 18,754 12,761
Registrar fecs 3,658 3923
Professional fees 16,446 16,313
Other hiabilities T.928 7,426
1?6 ]!E" 181,445

===

11. CAPITAL:

The capital of the Fund consists of redeemable units with a par value of USD 10 per unit, which do
not carry voting rights. They are entitled to dividends and to a proportionate share of the Fund’s nel
assels attributable to holders of redeemable units.

All issued redeemable units are fully paid. The Fund's capilal is represented by these redeemable
units. Quantitative information aboul the Fund's capital is provided in the statement of changes n
net gssels atribulahle o halders of redesmable wnits.

Each unit issued confers upon the unitholders an equal interest in the Fond, and 15 of equal value. A
unit does not conler any inferests in any particular asset or investment of the Fund.

Changes in the number of redeemable units outstanding can be reconciled as follows:

2011 and 2010
Opening balance 5,046 482 5,213,595
Subscriptions during the year 42,339 43,944
Redemptions during the year (389.876) (211,057)

Emding halance 4 608 945 5,046,482
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12

INVESTMENT INCOME:

The caption is composed of the following:

2011 2010
LUshD LIS
Dividend income 3%, 167 Tan,268
Interest income - available-for-zale investments 100,947 52,955
Interest income - bank accounis 68,003 68,620
1,107,117 907 887
13. ] T 1 MNT:

Financial immstruments consist of financial assets and Onancial habilities.
Fimgncial assels of the Fund include cash at hanks, investmems and other assets.

Financial fiabifities of the Fund inclode acomied expenses and other payables.

Significant accouniing polivies

Significant accounting policies and methods adopted, including the criteria for recognition, basis
of measurement, and the basis on which income and expenses are recognised in respect of cach
class of financial assets and liabilities are set out in Mote 3.

Categories of financial instruments

2011 2010
LIS LIS
Financial assets
Investment securities at fair value through profit or loss 20, 806,246 20,491,940
Available-for-sale mvestmeanis RS0, 144 735415
Receivables at amortised cost {including cash at banks) 11,909 398 16,763,078
Financial liabilities
Amuortised cost [ 76,119 181,445

e S
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FOR THE YEAR ENDED SEFTEMBER 30, 2011

13. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT: (CONTINUED}

Financial risk management ohjectives

The Investment Manager provides services to the Fund, co-ordinates access to domestic and
international financial markets, monitors and mansges the financial risks relating to the operalions
of the Fund through intermal risk reports which analyse exposures by degree and magnitude of risks.
These risks include credit nsk, liguidity nisk, market nsk comprising interest rale nsk, foreign
currency sk snd equity price nisk.

13.]  CREDIT RISK AND CONCENTRATION OF CREDNT RISK

Credit risk is the nisk that vee parly to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss.

Concentrations of credit risk arse when a number of counterparties are engaged in similar business
activities, or have similar economic features that would cause their abality 10 mesl contractual
obhigations to be similarly affected by changes in economic, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Fund's performance to
developments affecting a particular industiry or geographical location.

To mitigate this risk, the Fund spreads its investments, to the extent possible, over vanous types of
counterparties and products consisting mainly of equity securities. However, where concentration is
ineviteble, the Fund takes precautions to reduce this additional risk (o acceptable levels.

The credit nsk on liguid fends is limited because the counterparties are banks and financial
institutions with good credit —ratings assigned by international rating agencies.

Exposure fo credil visk

The management of the Fund believes that the carrying amount of financial assets recorded in the
financial statcments represents the Fund’s maximum exposure to credit risk. Recorded financial
asgets have not been provided as collateral for any [acilities.

132 Ligumniry RIsk

Liquidity risk is the nsk that the Fund will encounter difficulty in meeting obligations associated
with financial liabilities, it arises because of the possibility {which may often be remote) that the
entity could be required to pay its liabilities earlier than expected or reimburse the unitholders as a
resull of markel ilhgudity. Ligmdity nsk may also result from an inability to sell a fnancial asset
quickly at close to its fair value.

The Fund manages liquidity risk by maintaining sufficient bank balances or by obtaining credit
facilities [rom the banks.

The ligquidity profile of Gnancial habilities reflects the projected cash flows over the life of these
financial liabilities,

The fmancial liabilities at September 30, 2011 and 201 have a maturity of three months or less.
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13, ] i TS5 AND RISK MAN

13.3  MARKET RIsK

Markel risk is the risk that the fair value or future cash flows of a bnancial instrument will
Auctuate as a result of changes in market prices.

The Fund's market risk is managed through diversification of the investments portfolio exposure.
The Fund's overall market positions are monitored on a daily basis by the Investment Manager.

Market risk consists of interest rate risk, currency risk and equity price risk.

13.3.1 Interest Bate Risk:

Imterest rate risk is the risk that the fair value or future cash flows of a financial instrunent will
flucteate due to changes in market interest rates.

The Fond is exposed to varnicus risks associated with the effects of fluctuations in the prevailing
levels of market interest rates on its financial position and cash flows, The Fund 15 exposed to
interest rate sk in respect of bonds and a time deposit.

The Investment Manager reviews the market analysis and expectations for terest rele movemenls
as the basis on which Investment Manager monitors and manages the interest rate risk aspect and

ils impact on the Fund performance.

Interest rale sensifivily analysis

The sensitivity analysis below has been determined based on the exposure to interest rates for the
bonds and a time deposit. An increase or decrease of 15 basis point 15 used when reporting mterest
rate risk miemally 10 key management personnel and represents management’s assessment of the
reasonably possible change in inferest rates.

If interest rates had been 25 basis pomnts kigher/lower and all other vanables were held constant,
the Fund’s nect asscts increase/decrease and loss for the year would decreasei/inerease by USD
G.606 {2010 net assets and profit for the year would increase/decrease by USD B,685)

The Fund’s sensitivity to interest rates has increased slightly during this vear mainly due to the
slight increase in inlerest bearing mstnuments.
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13, FINANCIAL INSTRUMENTS AND RISK MANAGEMENT: (CONTINUED)}

1331 MARKET RisK (CONTINUED)

13.3.2 Currency Risk:

Currency risk is the nsk that the fair value or future cash flows of a financial instrument will
fluctuate due 1o changes in foreign exchange rates.

The Fund's financial assets and liabilities are denominated in GCC currencies, Jordanian Dinars
{“JOI¥"}), Egyptian Pounds (“EGP"), Syrian Pounds (“SYP”) Moroccan Dirtham ("MAD™), Libyan
Dinar (“LYD), Lebanese Pound (“*LBP”) and United States Dollars. As the GCC cumrencics
{except for the Kuwaiti Dinar) and the Jordanian Dinar are etfectively pegged to the Umted States
Dollar, balances in these currencies are not considersd to represent a significant currency risk. The

halances in the other cumrencies are exposed (o currency risk.

Exchange rate exposures to these cumrencies are managed through continpously momtonng

exchange rate Muctuations.

The carrying amounts of the Fund’s foreign currency denominated monetary assets and monetary

liabililies at the reporting dates are as follows:

AED
SAR
CIVR
KWD
BIID
QAR

GCC Currencies

EGP
SYP
MAD
JOD
LYD
LEF

Other currencies

Assets
2011 2010
UsD s
5,579,161 6,043,710
10,898,201 10,106,177
2,436,021 5024 580
1,324 305 1,366,623
283,603 385,20
7.710,409 7.035.700
28.233.790 209462 ,000
1,302 998 5,541,225
267,332 323,010
3,757 3,802
1,685,606 1,857.727
30,963 30,610
266,407 =
3,557,153 7,756,374
31,790,943 37,718,464

Liahilitigs
2011 2010
LISD usD
250 -
0328 21
6,578 81
i L
175 145
286 -
462 145
7.040 226
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13. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT: (CONTINUED)

133  MARKET RISK (CONTINUED)
13.3.2 Currency Risk: (Continued)
Forefgn currency sensitivity analysis

The sensitivity analysis mcludes only outstanding foreign currency denominated monetary items
other than the items in GCC currencies {excepd the Kuwaiti Dinar) and the Jordanian Dinar and
adjusts therr translation at the period end for a 3% change in foreign currency rates with all other
variables held constant. 5% represents management's assessment of the reasonably possible
change in foreign currency rates. A positive number below indicates an increase in income where
USD weakens 5% against the relevanl currency, a nepative number represents a decresse in
income. For a 5% sirengthening of USD against the relevant currency, there would be an equal
anl opposite impact on the income.,

2011 2010
Currency Effect on Profit or Effect on Profit or

Loss Loss

USD USD
EWD 65,800 68,327
EGP 63,150 277.061
SYP 13,367 16,151
MAD L8R 190
LY 1,549 1,531
LEP 13,306 -

13.3.3 Equity Price Risk:

Equity price risk is the nek that the fair values of equities decrease as the result of changes in the
levels of equity indices and the value of individual share prices. Equity price risk anses from the
change in fair values of equity investments. The Fund manages the risk through diversification of
mvestments i terms ol geographical distribution, to the extent permissible in the Prospectus, and
mdustry concentration. As at the year ends, all the Fund's equity investments were in equitics
listed on the Secunties Markets of United Arab Emirates, Egypt, Saudi Arabia, Bahrain, Palestine,
Oman, Jordan, Qatar, Syna and Kuwait.
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13 i I MNTS
133 MARKET RISK: (CONTINUED)
13.3.3 Equity Price Risk: (Continued)

The effect on the results for the vear (as a resull of a change in the fair value of aquity instriments
held as investments at fair value through profit or loss at the year ends presented) due o &
reazonably possible change in market indices, with all other vanables held constant, is as follows:

2011 2010
iit Effect on Profit or Effect on Profit or
Market price Loss Loss
'] LsD Usp
Palestine and Irag P S v B.7E2 + 5646
Egvpi +5 + 51612 + 51.364
Jordan + 5 + B3,B05 + 685,701
Kuwait #5 [ 6,632 + 8313
Bahrain L5 + 13263 + 18,402
Datar Foh + 223673 + 223,151
Unitesd Arab Envirates +5 128,243 + 1T7LLELD
Sandi Arabia 5 + 507,907 + 461,192
Svyria +5 + 9,933 + 14,018
CHnan £ 5 + 4,465 =

The effect on other comprehensive income due to a 5% change in market prices for the listed
bonds classilied as available-for-sale would be USD 42,508 {(2010: USD 37,771).

There would be an equal and opposite impact on the resulis for the year and other comprehensive
(83 appropnate), had there been a decrease in market prices by 5%,
134 CAPITAL RISK MANAGEMENT

The Fund's objectives when managing capital are o safeguard the Fund's abality to continue as a
going concerm i order to provide retumn for Unitholders and to maintain an optimal capital

struciure to reduce the cost of capital,

The capital stracture of the Fund comsists of Unitholders' capital. The Fund docs not have
bormowings.

14. F v F FINANCIAL INSTRUMENTS:

Fawr value 15 the amount for which an asset could be exchanged, or liability settled, berween
knowledgeable, willing parties in an arm’s length transaction. Consequently, differences may arise
between the camrying values and the fair value estimatcs.

The Dhrectors believe that the fair values of financial instruments camied at amortised cost are not
significantly different from the carrving amounts included in the financial statements.
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14.  FAIR VALUE OF FINANCIAL INSTRUMENTS: (CONTINUED)]

14.1 Fair value measurements recognised in the statement of financial position

Financial instruments are measured subsequent to initial recognition at fair value, grouped into
Lavels 1 to 3 based on the degree to which the fair value is observahle.

» Level 1 fair value measurements are those denved from quoted prices (unadjusted) in active
markets for identical assets or habilities.

» Level 2 fair value measurements are those derved from inputs other than quoted prces
included within Level 1 that are observable for the assei or liability, either directly (i.e. as
prices) or indirectly (i.e. denved from prices).

= Level 3 fair value measurcments are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

All financial assets categorised as FVTPL and available-for-sale are grouped within Level 1.
Further, there were no ransfers between Level 1, Level 2 and Level 3 during the year.

There are no financial liabilities at FYTPL at the repoming date.

L3, NET ASSET VALUE PER LINIT:

Met Azzer Value
Meat Agsel Value MNumber of Tnits Per Linst
LsD in 1g5ue LsD
As at September 30, 2011 33,389.660 4,608,045 7.1054

As at September 30, 2010 17,828 994 50146 482 7.496]
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Additienal Disclosures

The additional disclosures as required by “Appendix E — Contents of Financial Reports” to the
Rulebook on Collective Investment Undertakings (CTU) — Volume & on Capital Markets are as
follomws:

I Investment Portfolio as at September 30, 2011
Top ten holdings
Number of Cost Fair Valug Egir Value as
DPescriprion shares LISTr LsSD Yo of total NAY
Clatar
Industries CQatar - 1O £2,500 2,518,015 2,807,016 B41%
CBQ - COMB.OA 52,500 I.166,849 1,141,837 3.42%
3,684 Bad 3,948 853 11.83%
HSaudi Arabia
Etihad Efizalat - 7020 150,000 2,041 486 2 119,859 6.35%
Sandi Telecom - 7010 210,000 2,154,524 1,903,873 5.70%
Savaola Gmp - 2050 000 | 452076 1,109,259 3.32%
Al Fajhi Bank - 1120 LRI 1,197,650 1107 926 3.32%
Financial Institutional 60,703 943119 796,885 2.30%
7.838 855 7037 802 21.08%
Emirate
rake & Scull Int 3028220 757 4382 ], 212 1.98%
Alr Arabia 7,000,000 1,502,931 1,198,748 3.59%
2,260.413 1,850,960 5.57%
Jordan
Jordan Phosphate Mines 5,000 u17.474 03,253 27N %
G17.474 03,253 271%
Tuotal 14,701 606 13,740 R6R 41195

Note: The CBB in its letter dated December 15, 2011 has granted the Fund an exemption from
disclosing the entire Investment Portfolio, and to disclose the top 10 investments instead.
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IT Performance table
September 30,  September 30, September 30, September 30,  September 30,
2007 2008 2009 2010 2011
UsD UsD usD Usp UsD
MNet Asset Value 46,113,265 52465817 38,486,691 37,828,994 33,389 669
NAY Per Unit 10.6125 Q8756 73520 74961 71058
Highest Subscription
Price 103635 12.4425 98756 4036 7.5676
Lowest Redemption
Price 93277 10.6125 5.3685 71978 7.1947



