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Appendix B 

Terms and Conditions of Series B Preference Shares Nominal value US $1,000, Issue Price US 
$1,000 Up to a Maximum of 350,000 Shares, the Precise Number of Which Will be Fixed by the 
Executive Chairman and Chief Executive Officer or His Delegate Issued on One or More Dates 
(each such date an “Issue Date”) Between June 30, 2009 and August 12, 2009 (the “Series B 
Preference Shares”) 

1. Ranking of the Preference Shares 

Claims under the Preference Shares in respect of any liquidating distribution will rank (i) senior to the 
rights of the holders of ordinary shares, (ii) pari passu with equivalent claims under all outstanding Parity 
Obligations of the Company and (iii) junior to the rights of all creditors of the Company and holders of 
obligations of the Company which are not Parity Obligations nor expressly specified as ranking pari passu 
with or junior to the Preference Shares. 

2. Transferability 

The Preference Shares are freely transferable and will be governed by the same restrictions on transfer, if 
any, imposed on the shares of the Company by virtue of its Articles of Association. There are currently no 
restrictions on the transfer of shares of the Company in its Articles of Association. 

3. Dividends 

Non-cumulative preferential cash distributions on the Preference Shares (‘’Dividends’’) will be payable in 
respect of each Dividend Period on the Dividend Payment Date immediately following the end of such 
Dividend Period, if declared by the Board of Directors and approved by the Shareholders and subject to 
any applicable Bahrain law and the limitations on Dividends described below. 

If declared, such Dividends will be paid: 

(a) for each Dividend Period ending on or prior to the First Call Date (the “Fixed Rate Dividend 
Period”), at a rate per annum of 12 per cent of the Liquidation Preference. If at any time prior to 
such date it is necessary to compute Dividends in respect of the Preference Shares for a period 
less than a full year, such Dividends will be calculated on the basis of (i) the actual number of 
days elapsed in the relevant Dividend Period divided by 365 if none of the days elapsed in the 
relevant Dividend Period occurs in a leap year or (ii) if any of the days elapsed in the relevant 
Dividend Period occurs in a leap year (A) the actual number of days elapsed in such portion of 
the relevant Dividend Period that does not occur in a leap year divided by 365 and (B) the actual 
number of days elapsed in the portion of the relevant Dividend Period that occurs in a leap year 
divided by 366; 



25

(b) for each Dividend Period thereafter (the “Floating Rate Dividend Period ”), at a rate per annum of 
twelve month US dollar LIBOR plus the Margin, calculated on the Liquidation Preference and on 
the basis of the actual number of days elapsed in such period divided by 360; 

If declared, Dividends will be paid in US dollars. 

For these purposes: 

“Bahrain Banking Day” means any day, not being a Friday, Saturday or public holiday, on which 
national banks are open for business in Bahrain; 

“Business Day” means any day, not being a Saturday, Sunday or public holiday, on which banks are 
open for business in New York; 

‘‘Dividend Period’’ means (a) the period from and including the Issue Date to and including June 30, 
2010, (b) from and including July 1, 2010, each twelve-month period from July 1 to, and including, June 
30 in each year thereafter, ending on and including June 30, 2014, (c) the period from and including July 
1, 2014 to but excluding the First Call Date, (d) the period from and including the First Call Date to, and 
including June 30, 2015 and (e) each twelve-month period from July 1 to, and including, June 30 in each 
year thereafter; 

‘‘Dividend Payment Date’’ means the day falling 21 days after a meeting of the Shareholders (or any 
adjournment thereof) at which the Dividend is approved by the Shareholders, or if such day is not a 
Bahrain Banking Day and a Business Day, then the next following day which is a Bahrain Banking Day 
and a Business Day thereafter; 

“LIBOR” means, in relation to any Dividend Period: 

(a) the British Bankers Association Interest Settlement Rate for deposits in US Dollars for a 
period of twelve months (or, if the Dividend Period is not twelve months, a period equal in 
duration, or as close in duration as is available, to the relevant Dividend Period) displayed on 
the appropriate page of the Reuters Screen; or  

(b) if the relevant rate does not appear on the Reuters Screen, the arithmetic mean (rounded 
upwards, if necessary, to four decimal places) of the rates at which the principal London 
offices of four leading financial institutions, chosen by the Company, engaged in the London 
interbank market were offering to prime banks in the London interbank market deposits in US 
dollars for a period of twelve months (or, if the Dividend Period is not twelve months, a period 
equal in duration, or as close in duration as possible, to the relevant Dividend Period), as 
calculated by the Company, in each case, determined at 11.00 am (London time) on the day 
on which quotations would ordinarily be given by prime banks in the London interbank market 
for deposits in US dollars for delivery on the first day of such Dividend Period; 

‘‘Margin’’ means 9.75 per cent; and  

“Shareholders” means the holders of the ordinary shares of the Company. 
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4. Limitation on Payment of Dividends 

A Dividend shall be payable on the Preference Shares only if declared by the Board of Directors, and 
approved by the Shareholders, of the Company. A Dividend will not be payable on the Preference Shares 
in respect of any Dividend Period or in respect of any other period if (i) the Board of Directors does not 
declare, or the Shareholders do not approve, the Dividend, or (ii) on the relevant Dividend Payment Date 
the Company is prevented by applicable Bahrain banking regulations or other requirements (including a 
failure to obtain Central Bank of Bahrain approval) from making payment in full of such Dividend, or (iii) 
the amount of such Dividend (if paid in full), together with the sum of any dividends and other distributions 
on the Company’s Parity Obligations due and payable in respect of the same dividend periods, would 
exceed the Adjusted Distributable Profits of the Company. 

For these purposes: 

‘‘Parity Obligations’’ means (i) any preference shares (other than the Preference Shares) or similar 
securities or obligations issued by the Company that do not, or are not expressly stated to, rank in all 
material respects senior or junior to the  Preference Shares as regards entitlement to distributions on 
liquidation and (ii) any guarantee, support agreement or other similar undertaking of the Company in 
respect of any securities or obligations issued by a subsidiary of the Company, which guarantee, support 
agreement or other similar undertaking does not, or is not expressly stated to, rank in all material respects 
senior or junior to the Preference Shares as regards entitlement to distributions on liquidation;  

‘‘Adjusted Distributable Profits’’ means, as set out in the Company’s most recently audited 
consolidated financial statements prepared in accordance with IFRS (or any other accounting standards 
that the Company may adopt in the future for the preparation of its audited annual financial statements in 
accordance with Bahrain legal requirements), amounts standing to the credit of the Company’s 
consolidated reserves and retained earnings, subject to any adjustments required or permitted by 
applicable Bahrain law; and 

“IFRS” means International Financial Reporting Standards issued by the International Accounting 
Standards Board (“IASB”) and interpretations issued by the International Financial Reporting 
Interpretations Committee of the IASB (as amended, supplemented or re-issued from time to time).  

None of the Company or any of its subsidiaries shall make or procure or permit to be made any payments 
in respect of the Preference Shares except for payments to which the holders are expressly entitled under 
the terms of the Preference Shares. Further, the Dividends are non-cumulative, and any payment of a 
Dividend at any time shall not entitle holders to the payment of a Dividend in respect of any prior Dividend 
Period in respect of which a Dividend was not declared or payable. 

If in respect of any Dividend Period any Dividend is not declared or payable for any of the reasons 
specified above, the Company will not (a) declare, pay or make any dividends, other distributions or 
payments in respect of, or redeem or repurchase (if permitted), ordinary shares or any other securities or 
obligations of the Company ranking junior to the Preference Shares (or contribute any moneys to a 
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sinking fund for the redemption or other satisfaction of any such securities or obligations) until the next 
succeeding Dividend Payment Date on which a Dividend in respect of the Preference Shares is paid in 
full, or (b) repurchase or redeem any Parity Obligations (if permitted) until the next succeeding Dividend 
Payment Date on which a Dividend in respect of the Preference Shares is paid in full. 

5. Maturity and Redemption 

The Preference Shares are perpetual securities and are not subject to any mandatory redemption 
provisions. They may only be redeemed, at the option of the Company, in the circumstances described 
below. 

6. Optional Redemption 

The Company has the option, but not the obligation, to redeem the Preference Shares, in whole or in part, 
subject to satisfaction of the Redemption Conditions, on the First Call Date or on any date thereafter by 
payment of the Optional Redemption Price. Any partial redemption shall be the redemption of a whole 
number of Preference Shares from all holders of Preference Shares to the number of Preference Shares 
held by each such holder, but so that any fractions shall be rounded up to the next whole number. 

For these purposes: 

“First Call Date” means as to any Preference Share, the fifth anniversary of the Issue Date of such 
Preference Share. 

‘‘Redemption Conditions’’ means that (i) the consent of the Central Bank of Bahrain and the Ministry of 
Industry and Commerce to the redemption, if then required, has been obtained and (ii) the Company 
satisfies all other Bahrain legal requirements in respect of the redemption; and 

‘‘Optional Redemption Price’’ means an amount equal to the Liquidation Preference, together with (i) 
any declared but unpaid Dividend in respect of the immediately preceding Dividend Period and (ii) a 
Dividend for the period from the beginning of the Dividend Period in which the redemption is effected up 
to but excluding the date on which such redemption is effected (subject always to any non-payment of 
Dividends in accordance with paragraph 4). 

7. Redemption or Substitution following a Special Event 

If a Special Event occurs, then the Company has the discretion to cause, and if the Central Bank of 
Bahrain so requires, will cause (i) either the redemption (subject to the satisfaction of the Redemption 
Conditions) of the Preference Shares at the Optional Redemption Price (a “Special Event Redemption”), 
or (ii) the substitution (subject to the approval of the Central Bank of Bahrain) in whole but not in part of 
the Preference Shares with Qualifying Tier 1 Instruments (a “Special Event Substitution”).  

Notwithstanding the provisions of paragraph 15, a Special Event Substitution may be effected without the 
requirement for the consent or approval of the holders of the Preference Shares. 

In the event that the Company elects to effect a substitution of the Preference Shares with Qualifying Tier 
1 Instruments, each Series B Preference Share will be substituted for by such number of Qualifying Tier 1 
Instruments which have an aggregate liquidation preference equal to the liquidation preference of such 
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Series B Preference Share and have rights to the quantum of distributions equivalent to the distribution 
rights of each Series B Preference Share.  

For these purposes: 

‘‘Accelerating Event’’ means that, pursuant to any court order, governmental decree or ordinance, or by 
any other means, the holders of Preference Shares shall have been granted the right to vote, either on a 
pari passu basis with the holders of ordinary shares or otherwise, at general meetings of the Company on 
any matters in addition to a material and adverse variation of the rights of the holders of Preference 
Shares as a class as specified in paragraph 15; 

“Accounting Event” shall be deemed to occur if, as a result of a change in accounting principles, in the 
opinion of the external auditors of the Company, the obligations of the Company under the Preference 
Shares must not or may no longer be recorded as “equity” in the next following annual audited 
consolidated financial statements of the Company prepared in accordance with IFRS or any other 
accounting standards that the Company may adopt in the future for the preparation of its annual financial 
statements in accordance with Bahrain legal requirements; 

“Additional Amounts” means the additional amounts which may be payable in respect of the 
Preference Shares as described in accordance with paragraph 16; 

“Qualifying Tier 1 Instruments” means instruments including non-cumulative perpetual preference 
shares, issued directly or indirectly by the Company that have terms not materially less favorable to a 
holder of the Preference Shares (as reasonably determined by the Company) provided that they shall: 

(i) comply with the then current requirements of the Central Bank of Bahrain in relation to Tier 1 
Capital;  

(ii) have at least the same distribution rate as the Preference Shares; 

(iii) shall not be subject to optional redemption by the Company on any date earlier than the First Call 
Date, except upon the occurrence of a Special Event; 

(iv) if not issued by the Company, then have the benefit of a guarantee from the Company which 
ranks equally with the Preference Shares on a winding-up; and  

(v) rank on a winding-up at least equal to the Preference Shares; 

‘‘Regulatory Event’’  means that at any time the Preference Shares cease to be eligible to qualify as Tier 
1 Capital for the purposes of the Central Bank of Bahrain’s capital adequacy requirements applicable to 
banks in Bahrain; 

‘‘Special Event’’ means a Regulatory Event, an Accelerating Event, an Accounting Event or a Tax Event; 

“Tax Event” means that, as a result of any amendment to or change in the laws or regulations of the 
Kingdom of Bahrain or any political subdivision thereof or any authority or agency therein or thereof 
having power to tax or any change in the application of or official interpretation or administration of any 
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such laws or regulations, which amendment or change becomes effective after the Issue Date, the 
Company is required to pay Additional Amounts; and 

‘‘Tier 1 Capital’’ has the meaning ascribed to such term by the Central Bank of Bahrain, being (i) the 
aggregate of (a) the permanent equity capital of a bank (including issued and fully paid ordinary 
shares/common stock and perpetual, non-cumulative preference shares but excluding cumulative 
preference shares), (b) disclosed reserves, excluding revaluation reserves and (c) minority interests 
arising on consolidation in the equity of subsidiaries which are less than wholly-owned, less (ii) goodwill 
and current period losses which have been reviewed by the external auditors, as such definition may be 
amended or updated from time to time by the Central Bank of Bahrain. 

8. Investment Protection Event 

The Preference Shares may also be redeemed at the Optional Redemption Price or replaced by a 
substantially economically equivalent security if considered necessary to protect the holders of 
Preference Shares from materially adverse consequences resulting from extraordinary events that (i) 
materially impair the ability of the Company to perform its obligations (including, without limitation, its 
obligations under the terms of the Preference Shares); (ii) cause a change of control of the Company that 
is not approved or recommended by senior management of the Company or (iii) cause the Company to 
be unable to continue to conduct its normal business.   

9. Rights Upon Liquidation 

In the event of the dissolution of the Company, each holder of a Preference Share will be entitled to 
receive out of the assets of the Company available for distribution a liquidating distribution equal to the 
Liquidation Preference, together with (i) any declared but unpaid Dividend in respect of the immediately 
preceding Dividend Period and (ii) a Dividend for the period from the end of the immediately preceding 
Dividend Period through the date on which such dissolution occurs (subject always to non-payment of 
Dividends in accordance with paragraph 4). The liquidating distribution will be made (i) before the claims 
of the holders of ordinary shares, (ii) pari passu with the equivalent claims under all outstanding Parity 
Obligations of the Company and (iii) after the claims of all creditors of the Company and holders of 
obligations of the Company which are not Parity Obligations nor expressly specified as ranking pari passu 
with or junior to the Preference Shares. 

Following payment of the amount of the liquidating distribution entitlement, the holders of Preference 
Shares will have no further right or claim to any of the remaining assets of the Company. 

10. Pre-Emption Rights 

The holders of Preference Shares shall not have pre-emptive rights to subscribe for ordinary shares or for 
any other shares issued by the Company. 

11. Further Issues 

Subject to obtaining approval from the Bahrain Ministry of Industry and Commerce, if required, the 
Company may issue further preference shares in different series, provided that the shares in each such 
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series of preference shares constitute Parity Obligations or are expressly stated to rank junior to the 
Preference Shares.  

The Company shall be at liberty from time to time without the consent of the holders of the Preference 
Shares to create and issue further Preference Shares on the same terms as the Shares (save for the date 
from which Dividends thereon accrue and the amount of the first payment of Dividends on such further 
Preference Shares) and so that the same shall be consolidated and form a single Series with the 
outstanding Preference Shares. 

The Company is not permitted to create any class of shares ranking as regards participation in the profits 
or assets of the Company in priority to the Preference Shares, save with the approval of the holders of at 
least 51 per cent of the Preference Shares, or by the holders of 51 per cent of the Preference Shares 
present or represented at a meeting (which shall be called and conducted in accordance with the 
provisions for extraordinary general meetings set out in the Company’s Articles of Association applicable 
to ordinary shares) at which a quorum of holders of more than 51 per cent of the Preference Shares is 
present or represented. 

12. Purchases 

The Company may at any time purchase, or cause to be purchased for its account, all or any of the 
Preference Shares, subject to compliance with Bahrain Law. The Company shall not be required to select 
the Preference Shares to be purchased rateably or in any other particular manner as between the holders 
of Preference Shares or as between them and the holders of shares of any other class or in accordance 
with the rights as to dividends or capital conferred by any class of shares.  

No purchase of Preference Shares will be made by or on behalf of the Company without the prior consent 
of the Central Bank of Bahrain, if required. 

Notwithstanding anything to the contrary contained herein, no holder of Preference Shares will be 
required to sell or otherwise tender its shares to the Company pursuant to this paragraph 12.  

13. Cancellation 

All Preference Shares so redeemed or purchased by the Company will be cancelled and may not be re-
issued or resold. 

14. Voting Rights 

Holders of Preference Shares will not be entitled to vote, except as stated in paragraph 15, at any 
meeting of the holders of ordinary shares of the Company or participate in the management of the 
Company, although holders of Preference Shares will be entitled to receive notice of, and attend, any 
such meeting. 

15. Variation of Rights 

No material and adverse variation of the rights of the holders of Preference Shares may be made except 
with the approval of the holders of at least 51 per cent of the Preference Shares, or by the holders of 51 
per cent of the Preference Shares present or represented at a meeting (which shall be called and 
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conducted in accordance with the provisions for extraordinary general meetings set out in the Company’s 
Articles of Association applicable to ordinary shares) at which a quorum of holders of more than 51 per 
cent of the Preference Shares is present or represented; provided that if any such variation shall, by its 
terms, disproportionately and adversely affect one or more specifically named, or otherwise identified, 
holder(s) of Preference Shares, then such variation also may not be made without the approval of such 
holder(s).  For the avoidance of doubt, any Special Event Substitution made in accordance with 
paragraph 7 will not constitute a variation of rights. 

16. Additional amounts 

Payments in respect of the Preference Shares by the Company will be made without withholding or 
deduction for, or on account of, tax, unless the withholding or deduction of such tax is required by law. In 
that event, the Company will pay as further dividends such additional amounts (the “Additional Amounts”) 
as may be necessary in order that the net amounts received by each holder of Preference Shares after 
such withholding or deduction, and after giving effect to any tax benefit to such holder arising from such 
withholding or deduction, shall equal the amounts that would have been receivable in respect of the 
Preference Shares in the absence of such withholding or deduction, subject to certain exceptions, 
including, but not limited to, if such withholding or deduction is imposed or levied by virtue of a holder of 
Preference Shares having some connection with Bahrain other than being such a holder. 

17. Governing Law 

The Preference Shares will be governed by, and construed in accordance with, the laws of the Kingdom 
of Bahrain. 
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