AMLAK FINANCE PJSC Finance PJSC
INTERIM CONDENSED FINANCIAL STATEMENTS

30 SEPTEMBER 2006 
REPORT ON REVIEW OF INTERIM CONDENCED FINANCIAL STATEMENT TO THE BOARD OF DIRECTORS OF AMLAK FINANCE PJSC 
Introduction
We have reviewed the accompanying interim balance sheet of Amlak Finance PJSC (the “Company”) as of 30 September 2006, the related interim statement of income for the three- month and nine-month periods then ended, the interim statements of changes in equity and cash flows for the nine-month period then ended and explanatory notes. Management is responsible for the preparation and presentation of these interim condensed financial statements in accordance with International Financial Reporting Standard IAS 34. Our responsibility is to express a conclusion on these interim condensed financial statements based on our review. 
Scope of Review
We conducted our review in accordance with the International Standard on Review Engagements 2410 “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion. 
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim condensed financial statements are not presented fairly, in all material respects, in accordance with IAS 34. 

Signed by

Edward Quinlan

Partner

Registration No. 93

30 October 2006
Dubai, United Arab Emirates

Three months
Nine months

ended 30 September
ended 30 September

2006 
2005 
2006 
2005

AED’000
AED’000 
AED’000
AED’000

Note
Reviewed
Unaudited 
Reviewed
Unaudited
Revenue

  Income from financing and investing assets

71,516
42,368
185,981
99,025
  Processing fees

13,362
1,873
30,170
7,428
  Gain on investments 

1,582
8,770
12,099
18,693     
  Income on deposits

4,994
4,095
18,832
4,299
  Other income

4,937
2,069
22,995
11,697
  Share of profit of an associate

2,058
17,909
10,908
29,609


(((((((
(((((((
(((((((
(((((((


98,449
77,084
280,985
170,751


(((((((
(((((((
(((((((
(((((((
General and administrative expenses 
  Staff expenses

(9,304)
(5,169)
(23,282)
(13,633)
  Depreciation

(626)
(476)
(1,775)
(1,431)
  Other expenses

(10,931)
(11,181)
(33,962)
(23,341)


(((((((
(((((((
(((((((
(((((((


(20,861)
(16,826)
(59,019)
(38,405)


(((((((
(((((((
(((((((
(((((((
Profit before investors’ share of profit 

77,588
60,258
221,966
132,346


(((((((
(((((((
(((((((
(((((((
Investors’ share of profit on:
  Sukuk payable

(12,916)
(7,630)
(33,784)
(7,630)
  Related party balances

(5,878)
(14,142)
(14,671)
(30,744)
  Investment deposits

(24,160)
(8,873)
(58,030)
(13,832)     


(((((((
(((((((
(((((((
(((((((


(42,954)
(30,645)
(106,485)
(52,206)


(((((((
(((((((
(((((((
(((((((
Profit attributable to the Shareholders


34,634
29,613
115,481
80,140


(((((((
(((((((
(((((((
(((((((
Earnings per share (UAE Dirham)
3
0.023
0.021
0.077
0.058


(((((((
(((((((
(((((((
(((((((


30 September
31 December


2006
2005


AED’000
AED’000


Reviewed 
Audited
ASSETS

Balances and deposits with banks 

491,518
749,070
Financing and investing assets, net 

3,676,079
3,061,240
Investment in an associate

14,658
34,912
Other investments

540,852
589,120
Due from related parties

38,828
11,574
Fixed assets, net 

8,519
6,913
Other assets 

75,534
86,692


((((((((
(((((((
TOTAL ASSETS

4,845,988
4,539,521



═══════
═══════
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Sukuk payable 

734,400
734,400
Investment deposits 

1,911,736
1,635,519
Due to related parties 

375,578
334,222
Accrued zakat

6,242
6,242
Other liabilities

35,402
43,910


((((((((
((((((((


3,063,358
2,754,293


((((((((
((((((((
SHAREHOLDERS’ EQUITY
Share capital 

1,500,000
1,500,000
Statutory reserve

16,777
16,777
General reserve

16,777
16,777
Cumulative changes in fair value 

13,988
132,067
Retained earnings  

235,088
119,607


((((((((
((((((((


1,782,630
1,785,228


((((((((
((((((((
TOTAL LIABILITIES AND EQUITY

4,845,988
4,539,521


((((((((
((((((((
________________________

_____________________

Chief Executive Officer

Chief Financial Officer
30 October 2006

30 October  2006

Nine months ended 30 September


2006
2005

AED’000
AED’000

Reviewed
Unaudited
OPERATING ACTIVITIES
Profit attributable to the shareholders 

115,481
80,140
Adjustments for:

  Depreciation  

1,775
1,431
  Share of profit of an associate 

(10,908)
(29,609)
  Gain on investments 

(12,099)
(18,693)   
  Income from deposits

(18,832)
(4,299)


(((((((
(((((((


75,417
28,970
Changes in operating assets and liabilities:
  Bank deposits greater than three months

(310,091)
-   
  Financing and investing assets

(614,839)
(1,194,670)
  Due from related parties

(27,254)
(168,488)
  Other assets

11,158
(8,849)
  Investment deposits

276,217
755,762
  Due to related parties 

41,356
670,482
  Other liabilities

(8,508)
(48,606)


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

(556,544)
34,601


(((((((
(((((((
INVESTING ACTIVITIES

Dividend received from an associate

31,162
100
Dividend received from other investment

5,986
-   
Purchase of other investments

(90,507)
(281,438)
Sale of other investments

26,809
-   
Purchase of fixed assets

(3,381)
(1,274)
Income from deposits

18,832
  4,299
Sale of Sukuk

-   
734,400


(((((((
(((((((
Net cash (used in) from investing activities

(11,099)
456,087


(((((((
(((((((
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

(567,643)
490,688
Cash and cash equivalents at 1 January

714,070
187,858


(((((((
(((((((
CASH AND CASH EQUIVALENTS AT 30 SEPTEMBER

146,427
678,546


(((((((
(((((((



 
Cumulative



Share
Statutory 
General
changes in
Retained 

capital 
reserve
reserve 
fair value
earnings
Total


AED’000
AED’000
AED’000
AED’000
AED’000
AED’000

Balance at 1 January 2006
1,500,000
16,777
16,777
132,067
119,607
1,785,228

((((((((
((((((((
((((((((
((((((((
((((((((
((((((((
Net movement in cumulative
  changes in fair value
-     
-     
-     
(118,079)
-     
(118,079)
Profit attributable to the 

  shareholders
-     
-     
-     
-
115,481
115,481

((((((((
((((((((
((((((((
((((((((
((((((((
((((((((
Total income and 

  expense for the period
-     
-     
-     
(118,079)
115,481
(2,598)

((((((((
((((((((
((((((((
((((((((
((((((((
((((((((
Balance at 30 September 2006
1,500,000
16,777
16,777
13,988
235,088
1,782,630

═══════
═══════
═══════
═══════
═══════
═══════
Balance at 1 January 2005
750,000
6,176
6,176
-   
43,377
805,729

((((((((
((((((((
((((((((
((((((((
((((((((
((((((((
Net movement in cumulative
  changes in fair value
-     
-     
-     
38,247
-
38,247
Profit attributable to the 

  shareholders
-     
-     
-     
-
80,140
80,140

((((((((
((((((((
((((((((
((((((((
((((((((
((((((((
Total income and 

  expense for the period
-     
-     
-
38,247
80,140
118,387

((((((((
((((((((
((((((((
((((((((
((((((((
((((((((
Balance at 30 September 2005
750,000
6,176
6,176
38,247     
123,517
924,116

═══════
═══════
═══════
═══════
═══════
═══════
Allocations to statutory and general reserve are made at the end of the year. Similarly, amounts are provided for zakat at the end of the year.
1
ACTIVITIES
Amlak Finance PJSC (the ‘Company’) was incorporated in Dubai on 11 November 2000 as a private shareholding company in accordance with UAE Federal Law No (8) of 1984, as amended.

At the constituent shareholders’ meeting held on 9 March 2004, a resolution was passed to convert the Company to a public joint stock company. Further, a resolution was passed to transform the Company’s activities to be in full compliance with the Islamic Sharia’a rules and principles. The process was completed on 1 September 2004. As a result, the Company transformed its conventional financing products into Islamic financing products during the five month period ended 31 May 2004 after negotiations and agreement with its customers.

The Company is licensed by the UAE Central Bank as a finance company and is now primarily engaged in financing and investing activities such as Ijara, Murabaha, Mudaraba, Musharaka.  The activities of the Company are conducted in accordance with Islamic Sharia’a, which prohibits usury, and within the provisions of its Articles and Memorandum of Association. 

The address of the registered office of the Company is P.O. Box 2441, Dubai, United Arab Emirates.
2
ACCOUNTING POLICIES
The interim condensed financial statements of the Company are prepared in accordance with International Accounting Standard 34, Interim Financial Reporting.  The accounting policies used in the preparation of the interim condensed financial statements are consistent with those used in the preparation of the annual financial statements for the year ended 31 December 2005.
The interim condensed financial statements do not contain all information and disclosures required for full financial statements prepared in accordance with International Financial Reporting Standards.  In addition, results for the 9 months ended 30 September 2006 are not necessarily indicative of the results that may be expected for the financial year ending 31 December 2006. 
3
EARNINGS PER SHARE
Basic earnings per share are calculated by dividing the profit attributable to the shareholders for the period of AED 114,481 thousands (2005: AED 80,140 thousands) by the weighted average number of shares outstanding during the period of 1,500,000,000 of AED 1 each (2005: 1,391,696,751 of AED 1 each – 750,000,000 adjusted for rights issue in 2005).
4
COMMITMENTS 
Credit-related commitments
Credit-related commitments include commitments to extend facilities designed to meet the requirements of the Company’s customers. Commitments generally have fixed expiration dates, or other termination clauses, and normally require the payment of a fee.  Since commitments may expire without being drawn upon, the total contracted amounts do not necessarily represent future cash requirements.
The Company has the following credit related commitments:

30 September
31 December

2006
2005


AED’000
AED’000


(Audited)
Irrevocable commitments to extend credit:
Original term to maturity of more than one year
954,372
620,249
Other Commitments
The Company has issued guarantees on behalf of an associate amounting to AED 620,000 thousand (31 December 2005: AED 345,000 thousand).

At the period end, the Company was committed to purchase certain apartments for resale amounting to AED 6,990 thousand (31 December 2005: AED 20,964 thousand).
5
SEGMENT INFORMATION

Primary segment information

For operational and management reporting purposes, the company is organized in one major business segment of Islamic financing and investing activities.
Secondary segment information

For operational and management reporting purposes, the company is organized in one geographical segment, Middle East. Consequently, no secondary segment information is required to be provided.

6
SEASONALITY OF RESULTS

Other income includes dividend income of AED 1,486 thousands and AED 37,148 thousands for three-month and nine-month periods ended 30 September 2006, respectively (AED 100 thousands and AED 100 thousands for the three-month and nine-month periods ended 30 September 2005, respectively) which is of seasonal nature.
