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ACCOUNTANTS' REVIEW REPORT
on the 30 September 2006 condensed interim financial information    

To


6 November 2006
The Directors

Khaleeji Commercial Bank BSC (c)


Manama

Kingdom of Bahrain 
                                            
We have reviewed the accompanying balance sheet of Khaleeji Commercial Bank BSC (c) (“the Bank”) as of 30 September 2006, and the related statements of income, changes in equity, cash flows and restricted investment accounts for the nine month period then ended (the condensed interim financial information).  This condensed interim financial information is the responsibility of the directors of the Bank.  Our responsibility is to issue a report on this condensed interim financial information based on our review.

We conducted our review in accordance with the International Standard on Review Engagements 2400.   A review is limited primarily to inquiries of bank personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed interim financial information is not prepared, in all material respects, in accordance with       IAS 34, Interim Financial Reporting. 
BALANCE SHEET 

as at 30 September 2006
BD 000's

	
	
	30 September
2006
	
	31 December 2005

	
	
	(reviewed)
	
	(audited)

	ASSETS
	
	
	
	

	Balances with financial institutions
	
	1,987
	
	676

	Murabaha receivables from financial institutions
	
	27,553
	
	52,403

	Murabaha receivables from non financial institutions
	
	3,748
	
	875

	Investment in Sukuks
	
	10,019
	
	5,745

	Trading properties 
	
	8,459
	
	3,265

	Available-for-sale investments
	
	14,266
	
	5,175

	Mudaraba Financing
	
	1,940
	
	1,415

	Musharaka Financing 
	
	4,340
	
	464

	Equipment
	
	534
	
	-

	Other assets
	
	24
	
	1,087

	
	
	
	
	

	Total assets
	
	72,870
	
	71,105

	
	
	
	
	

	
	
	
	
	

	LIABILITIES 
	
	
	
	

	Investors’ funds
	
	8,736
	
	21,511

	Due to parent company
	
	7,369
	
	-

	Due to non financial institutions
	
	1,002
	
	-

	Customers’ current accounts
	
	2,868
	
	1,919

	Other liabilities 
	
	217
	
	309

	
	
	
	
	

	Total liabilities
	
	20,192
	
	23,739

	
	
	
	
	

	Unrestricted investment accounts
	
	11,374
	
	13,459

	
	
	
	
	

	EQUITY
	
	
	
	

	Share capital
	
	30,154
	
	30,154

	Statutory reserve
	
	375
	
	375

	Investment fair value reserve
	
	146
	
	-

	Retained earnings
	
	10,629
	
	3,378

	
	
	
	
	

	Total equity (page 4)
	
	41,304
	
	33,907

	
	
	
	
	

	Total liabilities, unrestricted investment accounts  and equity
	
	72,870
	
	71,105

	
	
	
	
	

	Off-balance sheet items
	
	
	
	

	Restricted investment accounts (page 6)
	
	11,929
	
	11,024


Fuad Abdulla Al-Omar
Esam Yousif A. Janahi

Ebrahim Hussain Ebrahim
Chairman
Vice Chairman

General Manager
The Directors approved the condensed interim financial information consisting of pages 2 to 7 on 6 November 2006.

INCOME STATEMENT

for the nine months ended 30 September 2006
    BD 000's
	
	Nine months ended
	
	Three months ended

	
	30 September 2006
	30 September 2005
	
	30 September 2006
	30 September 2005

	
	(reviewed)
	(reviewed)
	
	(reviewed)
	(reviewed)

	Income from advisory services
	8,005
	2,959
	
	2,612
	1,342

	Placement, management and arrangement  fees
	163
	311
	
	40
	50

	Income from Murabaha receivables
	1,435
	903
	
	572
	377

	Income from Sukuks
	436
	62
	
	177
	62

	Income from Musharaka and  Mudaraba financing
	206
	-
	
	57
	-

	Foreign exchange gain / (loss)
	30
	-
	
	(198)
	-

	
	
	
	
	
	

	Total income
	10,275
	4,235
	
	3,260
	1,831

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Staff costs
	569
	227
	
	255
	77

	Profit on investors’ funds and unrestricted investment accounts
	994
	285
	
	352
	160

	Investment related expenses
	559
	230
	
	217
	44

	Other operating expenses
	902
	713
	
	319
	336

	
	
	
	
	
	

	Total expenses
	3,024
	1,455
	
	1,143
	617

	
	
	
	
	
	

	
	
	
	
	
	

	PROFIT FOR THE PERIOD
	7,251
	2,780
	
	2,117
	1,214

	
	
	
	
	
	

	
	
	
	
	
	

	Basic earnings per share (fils)
	240
	92
	
	70
	40


The condensed interim financial information consists of pages 2 to 7.

STATEMENT OF CHANGES IN EQUITY

for the nine months ended 30 September 2006 
BD 000's

	30 September 2006 (reviewed)
	Share

Capital
	Statutory Reserve
	Investment fair value
Reserve
	Retained earnings
	Total

	
	
	
	
	
	

	Balance at 1 January 2006
	30,154
	375
	-
	3,378
	33,907

	Profit for the period
	-
	-
	-
	7,251
	7,251

	Fair value changes
	-
	-
	146
	-
	146

	
	
	
	
	
	

	Balance as at 30 September 2006
	30,154
	375
	146
	10,629
	41,304


	30 September 2005 (reviewed)
	Share

Capital
	Statutory Reserve
	Investment fair value

Reserve
	Retained earnings
	Total

	
	
	
	
	
	

	Balance at 1 January 2005 
	30,154
	-
	-
	(354)
	29,800

	Net profit for the period
	-
	-
	-
	2,780
	2,780

	
	
	
	
	
	

	Balance as at 30 September 2005
	30,154
	-
	-
	2,426
	32,580


The condensed interim financial information consists of pages 2 to 7.
STATEMENT OF CASH FLOWS

for the nine months ended 30 September 2006
 BD 000's

	
	30 September
2006
	
	30 September
2005

	
	(reviewed)
	
	(reviewed)

	OPERATING ACTIVITIES
	
	
	

	Cash receipts from advisory services
	8,825
	
	1,982

	Musharaka, Mudaraba and Ijara financing
	(4,300)
	
	-

	Murabaha profits received
	1,539
	
	903

	Placement, management and arrangement fees received
	163
	
	309

	Profits on investors’ funds and unrestricted investment accounts paid
	(994)
	
	(200)

	Payments for operating expenses
	(1,921)
	
	(1,586)

	
	
	
	

	Cash flows from operating activities 
	3,312
	
	1,408

	
	
	
	

	INVESTING ACTIVITIES
	
	
	

	Acquisitions of available-for-sale investments
	(8,945)
	
	(4,885)

	Acquisition of trading property
	(5,194)
	
	(4,136)

	Purchase of Sukuks
	(4,105)
	
	(5,655)

	Sukuk profits received
	267
	
	-

	Purchase of equipment
	(391)
	
	-

	Capital advance paid
	-
	
	(114)

	Investors’ funds (paid)/ received
	(12,845)
	
	10,029

	
	
	
	

	Cash flows from investing activities
	(31,213)
	
	(4,761)

	
	
	
	

	FINANCING ACTIVITIES
	
	
	

	Receipts from parent company
	7,369
	
	-

	(Payments) from non-financial institutions
	(2,746)
	
	-

	Net increase in customers’ current accounts
	949
	
	800

	(Payment to) / receipts from unrestricted investment account holders
	(2,085)
	
	6,955

	
	
	
	

	Cash flows from financing activities
	3,487
	
	7,755


	(Decrease)/ Increase in cash and cash equivalents
	(24,414)
	
	4,402

	Cash and cash equivalents at beginning of the period
	53,954
	
	30,223

	
	
	
	

	Cash and cash equivalents at the end of the period
	29,540
	
	34,625


	Cash and cash equivalents comprise:
	
	
	
	

	Cash and balances with banks
	
	1,987
	
	1,030

	Due from financial institutions
	
	27,553
	
	32,297

	Due from non-financial institutions
	
	-
	
	1,298

	
	
	
	
	

	
	
	29,540
	
	34,625


The condensed interim financial information consists of pages 2 to 7.
STATEMENT OF CHANGES IN RESTRICTED INVESTMENT ACCOUNTS

for the nine months ended 30 September 2006







         
                                                                  
	30 September 2006 (reviewed)
	Balance at 31 December 2005
	Movements during the period
	Balance 30 September 2006

	Company
	No of units 

(000)
	Average value per share 

BD
	Total            BD 000's
	Investment/ (withdrawal) BD 000's
	Revaluation
BD 000's
	Gross income 

BD 000's
	Dividends paid 

BD 000's
	Bank's fees as an

agent          BD 000's
	Adminstra-tion expenses BD 000's
	No of units (000)
	Average value per share 

BD
	Total            BD 000's
	% ownership

	Al Hareth French Property Fund
	24.65
	447.22
	11,024
	-
	905
	892
	(892)
	-
	-
	24.65
	483.94
	11,929
	100.00

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	11,024
	-
	905
	892
	(892)
	-
	-
	
	
	11,929
	


	30 September 2005 (reviewed)
	Balance at 31 December 2004
	Movements during the period
	Balance 30 September 2005

	Company
	No of units 
(000)
	Average value per share 

BD
	Total            BD 000's
	Investment/ (withdrawal) BD 000's
	Revaluation
BD 000's
	Gross income 
BD 000's
	Dividends paid 
BD 000's
	Bank's fees as an

agent          BD 000's
	Adminstra-tion expenses BD 000's
	No of units (000)
	Average value per share 
BD
	Total            BD 000's
	% ownership

	Al Hareth French Property Fund
	-
	-
	-
	11,217
	-
	263
	(230)
	-
	-
	25
	456.373
	11,250
	100.00

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	-
	11,217
	-
	263
	(230)
	-
	-
	
	
	11,250
	


The condensed interim financial information consists of pages  2 to 7.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
for the nine months ended 30 September 2006
 
1 During the period the bank has changed its name from Gulf Finance House Commercial Bank BSC (c) to Khaleeji Commercial Bank BSC (c) after obtaining requisite approval from regulatory authorities.

2 The condensed interim financial information have been prepared in summarised form. The condensed interim financial information have been prepared in accordance with International Accounting Standard 34, Interim Financial Reporting and the Bahrain Monetary Agency circular BC/20/99 dated 28 September 1999. 
3 The condensed interim financial information is not audited but has been reviewed by KPMG. The comparatives for the balance sheet have been extracted from the audited financial statements for the year ended 31 December 2005 and comparative information for the income statement, statement of changes in equity and statement of cash flow have been extracted from the reviewed financial information for the period ended 30 September 2005.
4 The accounting policies and the methods of computation used in the preparation of the condensed interim financial information are consistent with those used in the preparation of the audited financial statements for the year ended 31 December 2005.  The Bank’s accounting policies are in accordance with both Financial Accounting Standards issued by Accounting and Auditing Organisation for Islamic Financial Institutions and International Financial Reporting Standards.
5 Due to nature of the bank’s business, the nine months’ results reported in these condensed interim financial information may not represent a proportionate share of the overall annual results.
6 Related party transactions include the following:
	
	30 September 2006
	
	30 September 2005

	
	BD 000’s
	
	BD 000’s

	Transactions
	
	
	

	Income from advisory services
	8,005
	
	1,078

	Income from Murabaha receivables
	1,245
	
	903

	Fees for administrative and support services charged by the parent bank
	626
	
	635

	Profit on investors’ funds
	607
	
	200

	
	
	
	

	Balances
	
	
	

	Murabaha receivables from parent bank
	20,184
	
	32,297

	Available-for-sale investments
	10,743
	
	-

	Trading properties
	7,965
	
	-

	Mudaraba financing
	1,582
	
	-

	Other assets
	15
	
	

	Due to parent company
	7,369
	
	-

	Investors’ funds
	8,736
	
	32,297


7 Appropriations of net profit are made only at the year end.
8 At 30 September 2006, the Bank has undrawn financing commitments of BD 0.84 Million and commitments to invest of BD 2.5 Million.
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