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United Arab Emirates

Review Report of the Auditors to the Shareholders of
Emirates Islamic Bank PJSC

We have reviewed the accompanying consolidated condensed balance sheet of Emirates Islamic
Bank PJSC (“the Bank”) as at 31 March 2007 and the related consolidated condensed statements of
income, changes in equity and cash flows for the three month period then ended (the interim
financial information). Management is responsible for the preparation and presentation of this
consolidated interim financial information in accordance with IAS 34, ‘Interim Financial Reporting’.
Our responsibility is to express a conclusion on this interim financial information based on our
review

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the

accompanying consolidated condensed interim financial information as at 31 March 2007 is not
prepared, in all material respects, in accordance with IAS 34, ‘Interim Financial Reporting’.

KPMG - 24 April 2007

By: Munther Dajani
Registration No.:268

KPMG, is a member of KPMG Internationd, a Swiss Co-operative.
Al rights reserved.





Emirates Islamic Bank (PJSC)     


CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
For the three months ended 31 March 2007 (un-audited)
	
	
	For 3 months ended 31 March 2007
	For 3 months ended 31 March  2006

	
	
	
	Restated

	
	Note
	AED’000
	AED’000

	INCOME
	
	
	

	Income from financing activities and investments
	3
	113,127
	58,763

	Income from short term Murabaha, with Group  Holding Company
	
	17,259
	7,826

	Property related income
	
	13,041
	923

	Commissions, fees and other income, net
	4
	46,135
	19,104

	
	
	────────
	────────

	TOTAL INCOME
	
	189,562
	86,616

	
	
	────────
	────────

	EXPENSES
	
	
	

	
	
	
	

	General and administrative expenses
	5
	52,439
	33,424

	Provision for depreciation of investment properties
	
	1,251
	319

	Impairment allowances net of (Recoveries)
	6
	17,328
	980

	
	
	────────
	────────

	TOTAL EXPENSES
	
	71,018
	34,723

	
	
	────────
	────────

	NET OPERATING INCOME
	
	118,544
	51,893

	
	
	
	

	Depositors’ share of profit
	7
	(76,541)
	(29,212)

	
	
	─────────
	─────────

	SHAREHOLDERS’ PROFIT (NET INCOME)
	
	42,003
	22,681

	
	
	((((═══((
	((((═══((

	Earnings per share (Dirham)
	8
	0.056
	0.030

	
	
	(((((══((
	(((((══((


The attached notes 1 to 26 form part of these condensed consolidated Interim financial statements.

The auditors’ report is set out on page 1.

[image: image3.jpg]Emirates Islamic Bank (PJSC)
CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
At 31 March 2007 (un-audited)

Audited
31 March 31 December
2007 2006
Note AED'000 AED'000
ASSETS
Cash, and balances with U.A.E Central Bank 9 553,156 453,337
Due from banks and other financial 47,937 38,465
institutions
Due from Group Holding Company 10 1,936,757 1,182,074
Financing receivables 11 7,438,376 6,558,309
Loans and receivables 12 42,134 42,472
Investment securities 13 1,699,713 1,617,299
Investment properties 14 291,372 270,048
Prepayments and other assets 15 410,284 247,280
Fixed Assets 16 192,143 64,466
TOTAL ASSETS 12,611,872 10,473,750
LIABILITIES
Customers’ accounts 17 10,814,074 9,046,095
Due to banks and other financial institutions 18 14,791 55,983
Other Liabilities 19 645,803 395,187
Zakat Payable 9,329 10,613
TOTAL LIABILITIES 11,483,997 9,507,878
SHAREHOLDERS’ EQUITY
Share capital 20 747,500 650,000
Statutory reserve 123,746 123,746
General reserve 65,000 65,000
Revaluation Reserve 21 120,000 -
Retained earning 71,629 127,126
TOTAL SHAREHOLDERS' EQUITY 1,127,875 965,872
TOTAL LIABILITES AND
SHAREHOLDERS' EQUITY 12,611,872 10,473,750
COMMITMENTS AND CONTINGENT
LIABILIITES 22 1,928,906 1,553,884

These financial statements were authorized for issue on 24 April 2007
Chairman Chief Executive Officer

The attached notes 1 to 26 form part of these financial statements.
The auditors’ report is set out on page 1.




Emirates Islamic Bank (PJSC)

CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

At 31 March 2007 (un-audited)

	
	
	
	Audited 

	
	
	31 March 2007
	31 December 2006

	
	Note
	AED'000
	AED'000

	ASSETS 
	
	
	

	Cash, and balances with U.A.E Central  Bank
	9
	553,156
	453,337

	Due from banks and other financial institutions
	
	47,937
	38,465

	Due from Group Holding Company 
	10
	1,936,757
	1,182,074

	Financing receivables 
	11
	7,438,376
	6,558,309

	Loans and receivables 
	12
	42,134
	42,472

	Investment securities  
	13
	1,699,713
	1,617,299

	Investment properties 
	14
	291,372
	270,048

	Prepayments and other assets
	15
	410,284
	247,280

	Fixed Assets
	16
	192,143
	64,466

	
	
	───────────
	───────────

	TOTAL ASSETS 
	
	12,611,872
	10,473,750

	
	
	══(((════((
	══(((════((

	LIABILITIES 
	
	
	

	Customers’ accounts 
	17
	10,814,074
	9,046,095

	Due to banks and other financial institutions 
	18
	14,791
	55,983

	Other Liabilities 
	19
	645,803
	395,187

	Zakat Payable 
	
	9,329
	10,613

	
	
	──────────
	──────────

	TOTAL LIABILITIES 
	
	11,483,997
	9,507,878

	
	
	──────────
	──────────

	SHAREHOLDERS’ EQUITY 
	
	
	

	Share capital 
	20
	747,500
	650,000

	Statutory reserve 
	
	123,746
	123,746

	General reserve 
	
	65,000
	65,000

	Revaluation Reserve
	21
	120,000
	-

	Retained earning
	
	71,629
	127,126

	
	
	──────────
	──────────

	TOTAL SHAREHOLDERS’ EQUITY 
	
	1,127,875
	965,872

	
	
	──────────
	──────────

	TOTAL LIABILITES AND SHAREHOLDERS’ EQUITY 
	
	12,611,872
	10,473,750

	
	
	═══════════
	═══════════

	COMMITMENTS AND CONTINGENT LIABILIITES 
	22
	1,928,906
	1,553,884

	
	
	(((((════((
	(((((════((


These financial statements were authorized for issue on 24 April 2007 

Chief Executive Officer                                                       Chief Financial Officer                                                                                      

The attached notes 1 to 26 form part of these financial statements.

The auditors’ report is set out on page 1.

Emirates Islamic Bank (PJSC)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

For three months ended 31 March 2007 (un-audited)

	
	
	For 3 months ended 

31 March
 2007
	For 3 months ended 
31 March 
2006

	
	
	
	Restated

	OPERATING ACTIVITIES
	Note
	AED'000
	AED’000

	
	
	
	

	Profit for the period
	
	42,003
	22,681

	Adjustments:
	
	
	

	Impairment allowance on loans and advances 
	
	17,328
	-

	Impairment allowances on financing receivables
	
	-
	980

	Gain on sale of investment properties
	
	(9,430)
	-

	Loss on revaluation of investment securities
	
	9,714
	(10,715)

	Gain on redemption of investment securities 
	
	-
	(661)

	Dividend Income
	
	(1,000)
	-

	Depreciation on investment properties
	
	1,251
	319

	Depreciation on fixed assets
	
	3,451
	1,460

	Directors’ Remuneration
	
	(2,100)
	(1,400)

	
	
	((─(((((
	(((─((((

	Operating profit before changes in assets and liabilities
	
	61,217
	12,664

	Change in reserve with U.A.E. Central Bank
	
	(103,771)
	(86,500)

	Change in due from Group Holding Company 
	
	44,465
	158,935

	Change in financing receivables 
	
	(897,394)
	(1,214,305)

	Change in loans and receivables
	
	338
	1,869

	Change in prepayments and other assets
	
	(163,004)
	 9,697

	Net effect of IPO Subscription
	
	-
	152,956

	Change in customers’ accounts
	
	1,767,979
	675,911

	Change in other liabilities
	
	252,716
	66,520

	Zakat Payable
	
	(1,284)
	(5,704)

	
	
	(((─(((((
	(((─(((((

	Net cash (used in) from operating activities
	
	961,262
	(227,957)

	
	
	(((─(((((
	(((─(((((

	INVESTING ACTIVITIES
	
	
	

	Purchase of investment properties
	
	(41,943)
	(45,799)

	Proceeds from sale of investments properties
	
	28,797
	-

	Purchase of investment securities 
	
	(77,880)
	(212,295)

	Proceeds from sale of investment securities 
	
	-
	34,190

	Dividend Received
	
	1,000
	

	Loss on revaluation of Investment securities
	
	(14,248)
	10,715

	Additions to property and equipments
	
	(11,180)
	(2,240)

	Proceed from sale of fixed assets
	
	50
	-

	
	
	(((─(((((((
	(((─(((((

	Net cash (used in) investing activities
	
	(115,404)
	(215,429)

	
	
	(((──((((((
	(─(((((((

	Increase/(Decrease) in cash and cash equivalents
	
	845,858
	(443,386)

	Cash and Cash equivalent at the beginning of the period
	
	318,609
	1,317,334

	Cash and cash equivalents at the end of the period
	23
	((──((((
1,164,467
	(──((((((
873,948

	
	
	═((((((((
	((((═((((


The attached notes 1 to 26 form part of these financial statements.
The auditors’ report is set out on page 1.

Emirates Islamic Bank (PJSC)
CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the three months ended 31 March 2007 (un-audited)

	
	Share                          Capital
	Statutory                 Reserve 
	General                  Reserve 
	Land Revaluation reserve
	Retained earning 
	Total 

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

	
	
	
	
	
	
	

	At 1 January 2006 
(as previously reported)
	650,000
	112,000
	55,075
	-
	42,766
	859,841

	
	
	
	
	
	
	

	Change in accounting policy (refer note 2(iv))
	-
	-
	-
	-
	3,851
	3,851

	
	----------
	----------
	---------
	----
	----------
	----------

	At 1 January 2006
(as restated)

	650,000
	112,000
	55,075
	-
	46,617
	863,392

	Net income for the period (as restated)
	-
	-
	-
	-
	18,830
	18,830

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

	Balances as of 31 March 2006 (as restated)
	650,000
	112,000
	55,075
	-
	65,447
	882,522

	
	════════
	════════
	════════
	════════
	════════
	════════

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	As of 1 January 2007
	650,000
	123,746
	65,000
	-
	127,126
	965,872

	
	
	
	
	
	
	

	Issue of bonus shares 
	97,500
	-
	-
	-
	(97,500)
	-

	
	
	
	
	
	
	

	Fair value revaluation 
	-
	-
	-
	120,000
	-
	120,000

	
	
	
	
	
	
	

	Net income for the period 
	-
	-
	-
	-
	42,003
	42,003

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

	As of 31 March 2007
	747,500
	123,746
	65,000
	120,000
	71,629
	1,127,875

	
	════════
	════════
	════════
	════════
	════════
	════════


The attached notes 1 to 26 form part of these financial statements.

The auditors’ report is set out on page 1.

Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

1. ACTIVITIES

Emirates Islamic Bank PJSC formerly Middle East Bank (the “Bank”) was incorporated by a decree of His Highness the Ruler of Dubai as a conventional Bank with limited liability in the Emirate of Dubai in 3rd of October 1975. The Bank was reregistered as a Public Joint Stock Company in July 1995. 

At an extraordinary general meeting held on 10th, March 2004 a resolution was passed to transform the Bank’s activities to be in full compliance with the Islamic Sharia. The entire process was completed on October 9th, 2004 (the “Transformation Date”) when the Bank obtained UAE Central Bank and other UAE authorities’ approvals. 

The Bank is a subsidiary of Emirates Bank International PJSC, Dubai (the “Group Holding Company”).

In addition to its head office in Dubai, the Bank operates through 18 branches in the UAE. The accompanying consolidated interim financial statements combine the activities of the Bank’s head office and its branches and its subsidiary. During the year ended December 31, 2006 the Bank' has setup a brokerage company 'Emirates Islamic Financial Brokerage'(the “Subsidiary”) a wholly owned subsidiary. 

The Bank provides full banking services, and a variety of products through Islamic financing and investing instruments.

As of 31 March 2007 the Bank employed 843 employees (2006: 801 employees).

The Bank’s registered office address is P.O. Box 6564, Dubai, United Arab Emirates.

2. SIGNIFICANT ACCOUNTING POLICIES

i. Basis of preparation

These condensed interim financial statements have been prepared in accordance with International Accounting Standard (“IAS”) 34 “Interim Financial Reporting”. The condensed consolidated interim financial statements are prepared on a fair value basis for financial assets held at fair value through profit and loss and available for sale assets. Other financial assets and liabilities are stated at amortized cost or historical cost. 

The accounting policies applied in the preparation of the condensed consolidated interim financial statements are consistent with those applied in the annual financial statements of the Bank for the year ended 31 December 2006 except for Zakat which will be accrued and disbursed to Sharia channels at the year end.

These condensed consolidated interim financial statements should be read in conjunction with the financial statements for year ended 31 December 2006.

ii. New standards and interpretation
IAS 1 and IFRS 7(superseding certain aspects of IAS 30 and IAS 32) which become mandatory for the Group's financial statements are not expected to have any impact on the consolidated financial statements of the Group except for the disclosures as required under the representative IAS and IFRS.
Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
iii. Basis of consolidation

A subsidiary is an entity over which the Bank exercises control, directly or indirectly over the financial and operating policies so as to obtain benefits from its activities. A subsidiary is fully consolidated from the date on which the Bank exercises control. It is de-consolidated from the date that control ceases. These condensed consolidated interim financial statements include the operations of the subsidiary over which the Bank has control.  Inter-company transactions, balances and unrealized gain on transactions between the Bank and the subsidiary are eliminated. Unrealized losses are also eliminated unless the transaction provides evidence of impairment of the asset transferred.

iv. Change in accounting policy

The Bank has changed its accounting policy related to amortization of deferred income on financing receivables in the year 2006. Previously the Bank used to amortize its deferred income on straight line basis (equally over the period of the contract) and during last quarter ended 2006; the Bank adopted the effective rate of return method in accordance with IAS 39.
The impact of change in accounting policy for the three months ended 31 March 2006 was increase in income by AED 8,150,000, depositor share of profit by AED 4,299,000 and net profit by AED 3,851,000. 

v. Use of Estimates 

The preparation of the condensed consolidated interim financial statements requires management to make estimates and assumptions that affect the reported amount of financial assets and liabilities and the resultant provisions and fair value. In particular, considerable judgment by management is required in the estimation of the amount and timing of future cash flows when determining the level of provisions required for impaired credit facilities as well as impairment provision of unquoted investments. Such estimates are necessarily based on assumptions about several factors involving varying degrees of judgment and uncertainty and actual results may differ resulting in future changes in provisions.

The interim condensed consolidated financial statements have been presented in UAE Dirham, rounded to the nearest thousand. 

Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

3. INCOME FROM FINANCING ACTIVITIES AND INVESTMENTS

	
	For 3 months ended 31 March 2007
	For 3 months ended 31 March 2006

	
	AED'000
	AED'000

	Financing activities
	
	

	Commodities Murabaha
	18,673
	7,901

	Vehicles Murabaha
	32,943
	15,297

	Real Estate Murabaha
	2,484
	2,082

	Syndication Murabaha
	13,355
	5,408

	Ijarah
	35,340
	10,630

	Istisnaa
	4,952
	1,081

	Others
	1,203
	-

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

	
	108,950
	42,399

	Investments
	((((─((
	((((─((

	Sukuk & Funds
	12,891
	4,988

	Dividend income
	1,000
	-

	Gain (Loss) on investments
	(9,714)
	11,376

	
	(((─((((
	(((─((((

	
	4,177
	16,364

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

	Total income from financing activities and    investments
	113,127
	58,763

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


4. COMMISSIONS, FEES AND OTHER INCOME, NET

	



	For 3 months ended 31 March 2007
	For 3 months ended 31 March 2006

	
	AED'000
	AED'000

	
	
	

	Commissions and fees, net
	13,427
	5,504

	Foreign exchange gains, net
	1,880
	2,665

	Other income
	30,828
	10,935

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

	
	46,135
	19,104

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


5. GENERAL AND ADMINISTRATIVE EXPENSES

	
	For 3 months ended 31 March 2007
	For 3 months ended 31 March  2006

	
	AED'000
	AED'000

	
	
	

	Staff related expenses
	39,224
	24,140

	Operating expenses
	7,201
	3,784

	Administrative expenses
	2,563
	4,040

	Depreciation of property and equipment
	3,451
	1,460

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

	
	52,439
	33,424

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


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

6. IMPAIRMENT ALLOWANCES NET OF RECOVERIES
	
	 For 3 months ended 31March 2007
	For 3 months ended 31 March 2006

	
	AED'000
	AED'000

	
	
	

	Impairment allowance for financing receivables 
	(20,421)
	(3,110)

	Recoveries
	3,093
	2,130

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

	
	(17,328)
	980

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


7. DEPOSITORS’ SHARE OF PROFIT

The distribution of profit between depositors and shareholders is made, quarterly, in accordance with the method approved by the Bank’s Fatwa and Sharia Supervisory Board. 

8. EARNINGS PER SHARE

The calculation of earnings per share is based on earnings of AED 42,003,000 (31 March 2006: AED 22,681,000), for the period divided by the weighted average of the number of shares outstanding during the period (2007: 747,500,000 shares /2006: 747,500,000 Shares). 

9. CASH AND BALANCES WITH U.A.E. CENTRAL BANK

	
	
	Audited

	
	31 March 2007
	31 December

2006

	
	AED'000
	AED’000

	
	
	

	Cash in hand 
	59,509
	57,624

	Balances with UAE Central Bank:
	
	

	Current accounts 
	-
	5,837

	Reserve requirement 
	493,647
	389,876

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

	
	553,156
	453,337

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


10. DUE FROM GROUP HOLDING COMPANY

	
	
	Audited

	
	31March 2007
	31 December

2006

	
	AED'000
	AED'000

	Due from Group Holding Company comprise: 
	
	

	Murabaha, short term 
	2,273,940
	1,347,976

	Deposit exchange (profit free), net 
	(109,135)
	47,711

	Other balances 
	(228,048)
	(213,613)

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

	
	1,936,757
	1,182,074

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


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

11. FINANCING RECEIVABLES
	
	
	Audited

	
	31 March 2007
	31 December 2006

	
	AED'000
	AED'000

	Financing comprise:
	
	

	Commodities  Murabaha
	1,214,238
	989,023

	Vehicles Murabaha
	2,015,036
	1, 938,264

	Syndication Murabaha
	425,964
	389,407

	Real Estate Murabaha
	123,398
	126,717

	
	(──((((((
	(──((((((

	Total Murabaha 
	3,778,636
	3,443,411

	
	
	

	Istisnaa
	414,754
	259,278

	Ijarah
	1,870,321
	1,753,197

	Credit card receivables
	222,524
	185,192

	Others
	1,127,058
	881,438

	
	((((((──(
	((((((──(

	
	7,413,293
	6,522,516

	
	
	

	Less: Deferred income
	(388,469)
	(375,964)

	Less: Impairment Allowance 
	(112,207)
	(94,113)

	
	((((──(((
	((((──(((

	
	6,912,617
	6,052,439

	
	
	

	Wakala
	525,759
	505,870

	
	((──(((((
	((──(((((

	Total financing receivables 
	7,438,376
	6,558,309

	
	((──(((((
	((──(((((

	Analysis by Economic Activity
	
	

	Agriculture and related activities
	19,068
	23,514

	Manufacturing
	180,336
	166,721

	Construction
	1,849,734
	1,593,222

	Trade
	1,573,824
	1,429,042

	Transportation and communication
	19,283
	13,059

	Services and personal
	4,013,248
	3,544,095

	Others
	283,559
	258,733

	
	──────────
	──────────

	
	7,939,052
	7,028,386

	
	
	

	Less: Deferred income
	(388,469)
	(375,964)

	Less: Allowance for impairment
	(112,207)
	(94,113)

	
	──────────
	──────────

	
	7,438,376
	6,558,309

	
	══════════
	══════════


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

11. FINANCING ِRECEIVABLES (continued)
	
	
	Audited

	
	31 March 2007
	31 December 2006



	
	AED'000
	AED'000

	
	
	

	Movement in impairment allowance:
	
	

	Balances at the beginning of the period / year
	94,113
	46,990

	Charge made during the period / year
	20,421
	47,123

	Recoveries
	(2,327)
	-

	
	───────
	───────

	At the end of the period / year
	112,207
	94,113

	
	(((((═((
	(((((═((


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

12. LOANS AND RECEIVABLES

                       
	
	
	Audited

	
	31 March 2007
	31 December 2006

	
	AED'000
	AED'000

	
	
	

	Overdraft
	22,256
	23,678

	Time loans
	71,461
	71,977

	Loans against trust receipts
	10,420
	10,209

	Bills discounted
	3,023
	2,442

	Others
	1,337
	1,295

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

	
	108,497
	109,601

	Less: Impairment Allowances
	(66,363)
	(67,129)

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

	
	42,134
	42,472

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

	Analysis by Economic Activity
	
	

	Agriculture and related activities
	2,316
	2,276

	Manufacturing
	15,661
	15,351

	Construction
	8,809
	8,974

	Trade
	16,686
	13,327

	Transportation and communication
	41,500
	41,822

	Services and Personal 
	23,525
	27,851

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

	
	108,497
	109,601

	Less: Impairment Allowances
	(66,363)
	(67,129)

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

	
	42,134
	42,472

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

	
	
	

	Movement in impairment allowance
	
	

	
	
	

	
	
	

	Balance at the beginning of the period
	67,129
	80,349

	Recoveries
	(766)
	(13,220)

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

	At the end of the period / year
	66,363
	67,129

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

	
	
	


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

13. INVESTMENT SECURITIES 

	
	
	Audited

	
	31 March 2007
	31 December 2006

	
	AED'000
	AED'000

	At fair value through Profit and Loss
	989,272
	994,914

	Held to Maturity - Sukuk
	548,505
	501,212

	Available for Sale
	161,936
	121,173

	
	((((─(((((
	((((─(((((

	
	1,699,713
	1,617,299

	
	((((══((((
	((((══((((

	
	
	

	
	
	

	
	
	

	Investment securities comprise:
	
	

	Quoted  
	737,828
	741,065

	Unquoted
	961,885
	876,234

	
	(((((─((((
	(((((─((((

	Total investments
	1,699,713
	1,617,299

	
	((((═(((((
	((((═(((((


Income from investment recognized in the Income Statement is made up as follows:

	
	
	

	
	For 3 months ended 31 March  2007
	For 3 months ended 31 March  2006

	
	
	

	     Revaluation (loss) gains- Investments at fair  value
	(9,714)
	11,376 

	Dividend
	1,000
	-

	Sukuk Income 
	12,891
	4,988

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

	
	4,177
	16,364

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


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

14. INVESTMENT PROPERTIES

	
	
	Audited

	
	31 March 2007
	31 December 2006

	
	AED'000
	AED'000

	
	
	

	Balance at the beginning of the period
	271,533
	128,729

	Property purchased
	41,943
	241,353

	Property sold
	(19,367)
	(98,549)

	Less: Accumulated depreciation 
	(2,737)
	(1,485)

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

	
	291,372
	270,048

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

	Investment properties comprise:
	
	

	Land 
	132,708
	142,263

	Buildings, net
	158,664
	127,785

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

	
	291,372
	270,048

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


Management assessed that the fair value of investment properties as of March 31, 2007 have not materially changed from their fair value, which was conducted by independent valuers, of AED 296,652,000 as of December 31,2006.

15. PREPAYMENTS AND OTHER ASSETS

	
	
	Audited

	
	 31March 2007
	31 December

2006

	
	AED'000
	AED'000

	
	
	

	Dividend receivables 
	1,000
	9,111

	Overdraft account (profit free) 
	17,627
	42,418

	Bills under LC s
	49,576
	29,122

	Prepaid expenses
	8,046
	10,975

	Deferred sales commissions
	19,901
	19,263

	Contingent customer acceptances
	170,418
	108,397

	Goods available for sale
	21,030
	13,087

	IPO application
	121,912
	14,525

	Others
	5,479
	5,087

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

	
	414,989
	251,985

	Less: Allowance for impairment
	(4,705)
	(4,705)

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

	
	410,284
	247,280

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


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

16. PROPERTY & EQUIPMENT

	
	Capital work in progress & Leasehold Improvement 
	Other Assets 
	Total 

	
	
	
	

	
	AED'000
	AED’000
	AED’000

	Cost 
	
	
	

	As of 1 January 2006 
	53,221
	34,091
	87,312

	Additions 
	6,186
	4,994
	11,180

	Revaluation
	120,000
	-
	120,000

	Transfer
	4,256
	(4,256)
	-

	Disposals
	-
	(55)
	(55)

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

	As of 31 March 2007
	183,663
	34,774
	218,437

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

	Accumulated Depreciation
	
	
	

	As of 1 January 2007
	11,349
	11,499
	22,848

	Charges for the period
	1,820
	1,631
	3,451

	Disposals 
	-
	(5)
	(5)

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

	As of 31 March 2007
	13,169
	13,125
	26,294

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

	Net Book Value 
	
	
	

	31 March 2007
	170,494
	21,649
	192,143

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

	31 December 2006- Audited 
	41,872
	22,594
	64,466

	
	(((((═((((
	(((((═((((
	(((((═((((


Capital work in progress includes civil construction work undertaken amounted to 
AED 27,958,000 (December 31, 2006 – AED 21,772,000).Capital work in progress and leasehold improvements includes a land received as a gift from the Government of Dubai, during year 2006. During the period the bank revalued the said land at AED 120,000,000 (refer to note 21). 
17. CUSTOMERS’ ACCOUNTS         
	
	
	Audited

	
	31 March 2007
	31 December

2006

	
	AED'000
	AED'000

	
	
	

	Current accounts
	1,887,988
	1,923,983

	Saving accounts
	1,382,372
	955,417

	Investment accounts
	7,454,273
	6,079,546

	Margins
	59,042
	46,069

	Profit equalization reserve 
	30,399
	41,080

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

	
	10,814,074
	9,046,095

	
	(((((═((((
	(((((═((((


Emirates Islamic Bank (PJSC)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

18. DUE TO BANKS AND OTHER FINANCIAL INSTITUTIONS

	
	
	Audited

	
	31March 2007
	31 December 2006

	
	AED'000
	AED'000

	
	
	

	Current Accounts 
	-
	357

	Clearing accounts with U.A.E Central Bank
	10,254
	-

	Overdraft with correspondents
	4,537
	55,626

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

	
	14,791
	55,983

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


19. OTHER LIABILITIES

	
	
	Audited

	
	31 March 2007
	 31 December

2006      

	
	AED'000
	AED'000

	
	
	

	Depositors’ share of profit
	87,697
	79,748

	Provision for employee benefits
	38,044
	31,884

	Manager Cheques
	178,830
	51,149

	Trade payables
	71,382
	40,616

	Contingent customer acceptances
	170,418
	108,397

	Board of Directors’ remuneration
	-
	2,100

	Contracts’ Retentions 
	31,814
	22,056

	Forfeited income
	109
	214

	Share application margin - private placements 
	23,360
	8,489

	Tax liability – Egypt, Cairo branch
	20,000
	20,000

	Others
	24,149
	30,534

	
	((──((((
	((──((((

	 
	645,803
	395,187

	
	(═((((((
	(═((((((


Share application margins represents margin collected from customer for share application of IPO and private placements.
Tax liability of AED 20,000,000 represents a provision for a closed Bank branch in Cairo. The branch was closed during the 1990’s before the transformation of the Bank’s activities into Islamic Banking. The tax liability is subject to legal jurisdiction. 
Emirates Islamic Bank (PJSC)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

20. SHARE CAPITAL

At the Extraordinary General Meeting of the shareholders of the Bank held on 20 March 2007, the shareholders resolved to increase the authorized share capital to AED 747,500,000 and declared issue of bonus share at par amounting to AED 97,500,000. The issue of bonus shares increased the number of shares to 747,500,000 and correspondingly share capital increased to AED 747,500,000 (31 December 2006: 650,000,000 of AED 1 each). 

21. Revaluation RESERVE
The Government of Dubai has donated non-monetary asset in the form of land, which has been recognized at a nominal value of AED1 in the financial year ended December 31, 2006. During current period the bank revalued the said land at its fair value of AED 120,000,000 and correspondingly, revaluation reserve has been created under equity.  
Such land is included under fixed assets (note 16).

22. COMMITMENTS AND CONTINGENT LIABILITIES

The Bank provides letters of guarantees and letters of credit to meet the requirements of its customers. These commitments have fixed limits and expirations, and are not concentrated in any period, and are arising in the normal course of business.
	
	
	Audited

	
	31 March 2007
	 31 December

2006

	
	AED'000
	AED'000

	
	
	

	Letters of guarantee 
	1,344,837
	1,113,720

	Letters of credit
	584,069
	440,164

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

	
	1,928,906
	1,553,884

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


23. CASH AND CASH EQUIVALENTS
	
	31 March 2007
	31 March 2006

	
	AED'000
	AED'000

	
	
	

	Cash  
	59,509
	53,035

	Current account with UAE Central Bank
	(10,254)
	(9,457)

	Due from Group Holding Company maturing within 3 months
	1,071,812
	818,018

	Due from banks
	47,937
	13,996

	Due to banks
	(4,537)
	(1,644)

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

	
	1,164,467
	873,948

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


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

24. RELATED PARTY TRANSACTIONS

The Bank has transactions carried out in the normal course of business with the Emirates Bank International Group and with certain staff, shareholders, directors and entities in which the Bank, its shareholders and directors have significant interests. Related party transactions are as follows:

	
	
	Audited

	
	 31 March 2007
	31 December

2006

	
	AED'000
	AED'000

	Balance sheet
	
	

	Due from Group holding company
	1,936,757
	1,182,074

	Investment in EREF 
	284,825
	281,708

	Financing assets- Directors  
	112,333
	96,350

	Financing assets- Key management personnel 
	31,234
	36,903

	Current/investment accounts- Directors 
	6,592
	4,091

	Current/investment accounts- Key management personnel
	3,846
	-

	
	
	

	
	
	

	
	31 March 2007
	31 March 2006

	
	AED'000
	AED'000

	Income Statement
	
	

	Redemption of units in EREF 
	-
	34,080

	Profit from Murabaha group holding company
	17,259
	7,826

	Key management personal compensations
	1203
	2,175

	Key management personal compensations- Retirements benefits 
	72
	38


25. SEGMENT REPORTING

The Bank’s activities comprise the following main business segments: 

Corporate and Investment
Within this business segment the Bank provides to corporate customers a range of products and services and accepts their deposits. This segment invests in investment securities, Sukuk, Funds and Real Estate.

Retail

The retail segment provides a wide range of products and services to individuals and accepts their deposits.

Treasury

This segment mainly includes Murabaha deals with the group holding company.    

Subsidiary

The wholly owned subsidiary 'Emirates Islamic Financial Brokerage' (“the subsidiary”), a brokerage company engaged in offering brokerage services for trading in Islamic Sharia compliant shares. The consolidated financial statements included the following relating to the subsidiary; assets, liabilities and net losses for the year AED 24,851,000, AED 544,000 and AED 2,080,000 respectively.
Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

25. SEGMENT REPORTING (continued)







     





AED'000







	
	Corporate & Investment
	
	Retail
	
	Treasury
	
	Total

	
	31 March
	
	For the three months ended 31 March
	
	31 March
	
	For the three months ended   31 March
	
	31 March
	
	For the three months ended        31 March
	
	31 March
	
	For the three months ended 31 March

	
	2007
	
	2006
	
	2007
	
	2006
	
	2007
	
	2006
	
	2007
	
	    2006

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	Income Statement
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment income
	90,834
	
	41,017
	
	34,984
	
	18,669
	
	17,259
	
	7,826
	
	143,077
	
	67,512

	Inter segment wakala income
	(43,538)
	
	(8,539)
	
	43,538
	
	8,539
	
	-
	
	-
	
	-
	
	                -   

	Commission, fees & other income
	24,198
	
	14,364
	
	21,937
	
	4,740
	
	-
	
	-
	
	46,135
	
	19,104

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	Total income
	71,494
	
	46,842
	
	100,459
	
	31,948
	
	17,259
	
	7,826
	
	189,212
	
	86,616

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	  General and administrative expenses
	(15,315)
	
	(7,673)
	
	(34,694)
	
	(25,751)
	
	             -   
	
	             -   
	
	(50,009)
	
	(33,424)

	Depreciation of investment properties 
	(1,251)
	
	(319)
	
	               -   
	
	             -   
	
	             -   
	
	             -   
	
	(1,251)
	
	(319)

	Impairment allowances net of recoveries
	1,707
	
	598
	
	(19,035)
	
	(1,578)
	
	
	
	
	
	(17,328)
	
	(980)

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	Total expenses
	(14,859)
	
	(7,394)
	
	(53,729)
	
	(27,329)
	
	             -   
	
	             -   
	
	(68,588)
	
	(34,723)

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	Net operating income
	56,635
	
	39,448
	
	46,730
	
	4,619
	
	17,259
	
	7,826
	
	120,624
	
	51,893

	Depositors' share of profit for the period
	(30,129)
	
	(9,191)
	
	(46,412)
	
	(20,021)
	
	             -   
	
	             -   
	
	(76,541)
	
	(29,212)

	Subsidiary loss
	
	
	-
	
	-
	
	-
	
	-
	
	-
	
	(2,080)
	
	-

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	Shareholders' profit, (Net profit for the period)
	26,506
	
	30,257
	
	318
	
	(15,402)
	
	17,259
	
	7,826
	
	42,003
	
	22,681

	    
	══════
	
	═══════
	
	═══════
	
	═══════
	
	══════
	
	═══════
	
	═══════
	
	══════


Emirates Islamic Bank (PJSC)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For 3 months ended 31 March 2007 (un-audited)

25. SEGMENT REPORTING (continued)


	
	Corporate & Investment
	
	Retail
	
	Treasury
	
	Total

	
	31 March
	
	Audited 
 31 December
	
	31 March
	
	Audited 31 December
	
	31 March
	
	Audited 31 December
	
	31 March
	
	Audited 31 December

	
	2007
	
	2006
	
	2007
	
	2006
	
	2007
	
	2006
	
	2007
	
	    2006

	
	AED'000
	
	AED'000
	
	AED'000
	
	AED'000
	
	AED'000
	
	AED'000
	
	AED'000
	
	AED'000

	Segment assets 
	7,392,371
	
	6,470,164
	
	2,079,224
	
	2,017,964
	
	2,164,805
	
	1,182,074
	
	11,636,400
	
	9,670,202

	Central Bank Reserve Requirement
	
	
	
	
	
	
	
	
	493,647
	
	368,335
	
	493,647
	
	368,335

	Unallocated assets
	             -   
	
	             -   
	
	               -   
	
	             -   
	
	             -   
	
	             -   
	
	481,825
	
	435,213

	
	────────
	
	────────
	
	────────
	
	────────
	
	────────
	
	────────
	
	─────────
	
	────────

	Total assets
	7,392,371
	
	6,470,164
	
	2,079,224
	
	2,017,964
	
	2,658,452
	
	1,550,409
	
	12,611,872
	
	10,473,750

	
	══════
	
	═══════
	
	═══════
	
	═══════
	
	══════
	
	══════
	
	═══════
	
	══════

	Liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment liabilities and equities
	4,590,898
	
	3,747,172
	
	6,334,897
	
	5,298,923
	
	1,127,873
	
	965,872
	
	12,053,005
	
	10,011,967

	Unallocated liabilities
	   
	
	             -   
	
	               -   
	
	             -   
	
	             -   
	
	             -   
	
	558,204
	
	461,783

	
	────────
	
	───────
	
	───────
	
	───────
	
	──────
	
	───────
	
	───────
	
	──────

	Total liabilities and Equity
	4,590,898
	
	3,747,172
	
	6,334,897
	
	5,298,923
	
	1,127,873
	
	965,872   
	
	12,611,872
	
	10,473,750

	
	═══════
	
	═══════
	
	═══════
	
	═══════
	
	══════
	
	══════
	
	════════
	
	══════


26. COMPARATIVE FIGURES

Certain prior period / year balances have been reclassified/ restated, wherever necessary to confirm to the presentation adopted in these condensed consolidated financial statements (refer to note 2 (iv)).
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