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DIRECTORS’ REPORT

On behalf  of  the Board of  Directors of  Dawood Islamic Bank Limited, we are pleased
to present the accounts of  the Bank for the period ended June 30, 2008.

Economic Review
2008 has been a difficult year for the global economy but more for emerging and
developing economies including Pakistan. Pakistan’s economy continues to show resilience
in the face of  challenging domestic and international situation.

Pakistan faced confluence of  global shocks what makes Pakistan different from other
countries is its political and economic vulnerabilities relative to other developing and
emerging countries that the impact of  global shocks turned out to be severe and rapid.
Consequently, in Fy’08, country’s twin deficits magnified to unsustainable levels. To
avoid further complexities, both the Government and Central Bank have taken a set of
fiscal and monetary policy measures recently     to curb macroeconomic imbalances.
Despite major political and economic challenges, real GDP is projected to grow 6%
during fiscal year 2008.

Islamic Banking
Islamic Banking industry did comparatively well, in spite of  the negative factors impacting
the economy.  The growth rates continued to remain in line. In the 1st quarter, deposits
increased by 49.4% to Rs. 124 billion, Assets 51% to Rs. 178 billion and branches 38%
to 207 the Islamic banking industry’s share in the industry raised to 3.80% from 2.90%.
This 31% growth rate in comparison with 13.40% of  the overall banking industry is the
sign of  bright future of  Islamic banking industry in Pakistan. However, there is a
consensus within Islamic Banking industry that the market share will rise to 12% by
2012 i.e. the incremental growth rate on average will be around 20% per annum in the
next five years.

Our Bank continues to show steady growth in all areas of  operations; however, some
key numbers for the half  year along with the comparison and its related growth are
elaborated below;

Total Assets
Deposits
Financings
Investments

Gross Income
Profit After Taxation
Earning Per Share- Diluted
Book Value per share

(PKR in Million)
30 June 2008
8,491
4,071
5,086
1,723

30 June 2008
327.3
28.41
0.07
10.27

(PKR in Million)
31 Dec 2007
6,851
2,889
3,724
1,319

30 June 2007
58.9
9.2
0.03
10.09

Growth

23.98%
40.91%
35.07%
30.55%

Growth
452.8%
209.2%
125.8%
1.02%
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By the grace of  Almighty Allah we have received 16 branch licenses/ permission in
addition to 5 sub branches from State Bank of  Pakistan. This will take our network to 21.
We shall be requesting permission for SBP for more branches before end 2008. Our
focus this year will remain on creating an effective national network to give an edge in
Pakistan's financial services industry.

With this branch network expansion your Bank will increase its franchise presence across
the country. This expansion program will focus on easing the customer access and
strengthen its distribution capability in larger urban areas, but will also take into account
the  open ing  o f  b ranches  in  s e l ec t ed  sma l l e r  c i t i e s  o f  the  count r y.

The paid-up capital is to be increased from existing Rs. 4 billion to Rs. 5 billion by the
end of  December 2008 in order to meet the Minimum Capital Requirement as specified
by the State Bank of  Pakistan. The members of  the Board have recommended an Initial
Public Offering (IPO) of  Rs. 1.0 billion, thereby raising the required additional amount
of  Rs. 1 billion towards paid-up capital.

Credit Rating from JCR-VIS, remained unchanged, the medium to long term rating of
A- (Single A minus) with a ‘stable’ outlook and a short term rating of  A2 (A Two) to
the Bank.

The Board places on record its appreciation for the dedicated services and hard work
of  the DIBL team. We also thank our valued customers for allowing us to develop deep
relationships with them and we hope to exceed their expectations in the future. We
appreciate the support and advice from our regulators the SBP and SECP.

On behalf  of  the Board,

         Sd/-
Rafique Dawood
Chairman



Independent Auditors’ Report on review of  interim financial information to
Directors of  Dawood Islamic Bank Limited

Introduction
We have reviewed the accompanying interim financial information comprising of
condensed interim balance sheet of  DAWOOD ISLAMIC BANK LIMITED (“the
Bank”) as at June 30, 2008 and the related condensed interim profit and loss account
for the six months ended June 30, 2008 and condensed interim cash flow statement,
condensed interim statement of  changes in equity and explanatory notes for the six
months then ended. Management is responsible for the preparation and presentation
of  this interim financial information in accordance with approved accounting standards
as applicable in Pakistan. 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 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 financial information as at June 30, 2008 is not prepared, in
all material respects, in accordance with approved accounting standards as applicable
in Pakistan.

               Sd/-
Chartered Accountants

Date: August 28, 2008
Karachi

A member Firm of
Deloitte Touche Tohmatsu
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M. Yousuf Adil Saleem & Co
Chartered Accountants
Cavish Court, A. 35, Block 7 & 8
KCHSU, Sharea Faisal,
Karachi-75350
Pakistan

UAn : +92 (0) 21 111-55 2626
Fax : +92(0) 21-454 1314
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CONDENSED INTERIM BALANCE SHEET (Unaudited)
AS AT 30 JUNE 2008

(Rupees in ‘000)

30 June
2008

31 December
2007

ASSETS
Cash and balances with treasury banks
Balances with other banks
Due from financial institutions
Investments
Financing
Operating fixed assets
Deferred tax assets
Other assets

LIABILITIES
Bills payable
Due to financial institutions
Deposits and other accounts
Sub-ordinated loans
Liabilities against assets subject to finance lease
Deferred tax liabilities
Other liabilities

NET ASSETS

REPRESENTED BY
Share capital
Reserves
Unappropriated profit

Surplus on revaluation of  assets - net

CONTINGENCIES AND COMMITMENTS

5

6

7

8

380,381

187,747

725,022

1,318,657

3,723,752

299,404

20,065

195,505

6,850,534

34,933

-

4,071,133

-

-

-

277,375

(4,383,441

4,107,415

80,240

-

2,888,762

-

-

-

215,644

(3,184,646

3,665,888

4,001,333

15,888

63,553

4,080,774

26,641

4,107,415

3,601,200

10,206

40,825

3,652,231

13,657

3,665,888

576,853

124,738

180,072

1,722,818

5,086,934

356,636

4,335

438,470

8,490,856

Note

The annexed notes 1 to 11 form an integral part of  these interim financial statements.

) )

DIRECTOR
Sd/-

DIRECTOR
Sd/-

DIRECTOR
Sd/-

PRESIDENT AND CHIEF EXECUTIVE
Sd/-



Profit / Return Earned
Profit / Return Expensed
Net spread earned
Provision against consumer financing loans
Provision for diminution in the value of  investments
Bad debts written off  directly

Net spread after provisions

OTHER INCOME

Fee, Commission and Brokerage Income
Dividend Income
Income from dealing in foreign currencies
Unrealized gain / (loss) on revalution of  investments

classified as held for trading
Other Income
Total other income

OTHER EXPENSES

Administrative expenses
Other provisions / write offs
Other charges
Total other expenses
Extra ordinary / unusual items
PROFIT BEFORE TAXATION
Taxation - Current

- Prior years
- Deferred

PROFIT AFTER TAXATION
Unappropriated profit brought forward
Profit available for appropriation

Basic Earnings per share
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(Rupees in ‘000)

173,383
(71,569
101,815

74
-
-

(74
101,741

4,483
-

4,731

-
6,300

15,514
117,255

95,464
-
-

(95,464
-

21,791
(833

-
16,551

(15,718
6,073

40,825
46,898

0.015

)

)

)

)

)

58,919
(850

58,069
231

-
-

(231
57,838

10
-

76

-
186
272

58,110

44,629
-
-

(44,629
-

13,481
5,074

-
(779

(4,295
9,186

-
9,186

0.031

)

)

)

)
)

Half-Year
ended

30 June 2008

Half-Year
ended

30 June 2007

Quarter
ended

30 June 2008

The annexed notes from 1 to 11 form an integral part of  these interim financial statements.

Quarter
ended

30 June 2007

)

)

)

)
)

58,919
(850

58,069
231

-
-

(231
57,838

10
-

76

-
186
272

58,110

44,629
-
-

(44,629
-

13,481
5,074

-
(779

(4,295
9,186

-
9,186

0.031

327,312
(126,652
200,660

915
-
-

(915
199,745

4,696
-

7,452

-
7,433

19,581
219,326

175,186
-
-

(175,186
-

44,140
-
-

15,730
(15,730
28,410
40,825
69,235

0.070

)

)

)

)

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (Unaudited)
FOR THE HALF YEAR AND QUARTER ENDED 30 JUNE 2008

DIRECTOR
Sd/-

DIRECTOR
Sd/-

DIRECTOR
Sd/-

PRESIDENT AND CHIEF EXECUTIVE
Sd/-



A. CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments:
Depreciation
Amortization
Gain on sale of  fixed assets
Provision against consumer financings

Increase in operating assets
Due from financial institutions
Financings
Other assets (excluding advance taxation and deffered Cost)

Increase in operating liabilities
Bills Payable
Deposits and other accounts
Other liabilities

Income tax paid

Net cash generated from / (used) in operating activities

B. CASH FLOW FROM INVESTING ACTIVITIES

Net investments in available-for-sale securities
Investments in operating fixed assets
Proceeds from sale of  fixed assets

Net cash used in investing activities

C. CASH FLOW FROM FINANCING ACTIVITIES

Issue of  share capital
Subscription of  right shares

Net cash flow from financing activities

Increase / (Derease) in cash and cash equivalents
Cash and cash equivalents at  begining of  the period

Cash and cash equivalents at end of  the period
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(Rupees in ‘000)

30 June
2007

30 June
2008

44,140

21,455
19,931

(78
915

42,223
86,363

544,950
(1,363,182

(242,354
(1,060,586

(45,306
1,182,371

61,731
1,198,796

224,572
(4,817

219,755

(391,177
(96,087

840

(486,424

400,133
-

400,133

133,464
568,127

701,591

13,481

6,227
1,647

-
231

8,105
21,586

(2,100,000
(130,819
(189,327

(2,420,146

19,437
553,207
10,228

582,872
(1,815,688

(10,116

(1,825,804

(353,750
(92,328

-

(446,078

330,194
15,647

345,841

(1,926,041
2,471,788

545,747

)

)
)
)

)

)

)
)

)

)
)
)
)

)
)

)

)
)

)

)

The annexed notes from 1 to 11 form an integral part of  these interim financial statements.

CONDENSED INTERIM CASH FLOW STATEMENT (Unaudited)
FOR THE HALF YEAR ENDED 30 JUNE 2008

DIRECTOR
Sd/-

DIRECTOR
Sd/-

DIRECTOR
Sd/-

PRESIDENT AND CHIEF EXECUTIVE
Sd/-



Balance at 1 January 2007

Issue of  share capital

Right shares alloted

Profit after taxation for the period

Transferred to statutory reserve

Balance at 30 June 2007

Issue of  share capital

Profit after taxation for the period

Transferred to statutory reserve

Balance at 31 December 2007

Issue of  share capital

Profit after taxation for the period

Transferred to statutory reserve

Balance at 30 June 2008

The annexed notes 1 to 11 form an integral part of  these financial statements.
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Share
capital

2,686,453

1,001,000

(686,453

-

-

3,001,000

600,200

-

-

3,601,200

400,133

-

-

4,001,333

2,686,453

1,001,000

(686,453

9,186

-

3,010,186

600,200

41,845

-

3,652,231

400,133

28,410

-

4,080,774

-

-

-

-

1,838

1,838

-

-

8,368

10,206

-

-

5,682

15,888

-

-

-

9,186

(1,838

7,348

-

41,845

(8,368

40,825

-

28,410

(5,682

63,553

Total
(Rupees in ‘000)

Statutory
reserve

Unappropriated
Profit

)

)

)

)

)

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (Unaudited)
FOR THE HALF YEAR ENDED 30 JUNE 2008

DIRECTOR
Sd/-

DIRECTOR
Sd/-

DIRECTOR
Sd/-

PRESIDENT AND CHIEF EXECUTIVE
Sd/-
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1. STATUS AND NATURE OF BUSINESS

1.1 Dawood Islamic Bank Limited (the Bank) was incorporated in Pakistan as a public limited company on
August 29, 2005 under the Companies Ordinance, 1984 to carry out business of  an Islamic Commercial
Bank in accordance with the principles of  Islamic Sharia. The registered office of  the Bank is situated
at Saima Trade Tower, I.I Chundrigar Road, Karachi.

1.2 State Bank of  Pakistan (SBP) issued a "Scheduled Islamic Commercial Bank" license to the Bank on
March 16, 2007 and granted approval for commencement of  Islamic Banking Business on
April 09, 2007. The Bank is principally engaged in commercial, consumer and investment activities.
The Bank is operating through its eleven branches including one sub branch.

2. STATEMENT OF COMPLIANCE

2.1 These financial statements are prepared in accordance with the approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of  such International Financial
Reporting Standards (IFRSs) issued by the International Accounting Standard Board and Islamic
Financial Accounting Standard 1 (IFAS-1) - Morabaha issued by the Institute of  Chartered Accountants
of  Pakistan, as are notified under the provision of  the Companies Ordinance, 1984, provisions of  and
directives issued under the Companies Ordinance, 1984, by the Securities and Exchange Commission
of  Pakistan and the Banking Companies Ordinance, 1962, and the directives issued by the State Bank
of  Pakistan (SBP). In case the requirements of  provisions and directives issued under the Companies
Ordinance, 1984, and the Banking Companies Ordinance, 1962, and the directives issued by the SBP
differ with the requirements of  these standards, the provisions of  and the directives issued under the
Companies Ordinance, 1984, and the Banking Companies Ordinance, 1962, and the directives issued
by the SBP shall prevail.

2.2 The Securities and Exchange Commission of  Pakistan has notified for adoption “Islamic Financial
Accounting Standard – 2, Ijarah (IFAS-2)” issued by the Institute of  Chartered Accountants of  Pakistan
(ICAP) which is applicable for accounting periods beginning January 1, 2008. Consequent to the
issuance of  IFAS-2, the six (6) full-fledged Islamic Banks approached ICAP to seek certain clarifications
on its implementation especially regarding the methods of  applicability of  Prudential Regulations for
Corporate and Consumer Banking issued by the State Bank of  Pakistan (SBP).

The Bank following the industry practice, has continued recognizing Ijarah transactions consistent
with the policy used for the preparation of  audited financial statements for the year ended December
31, 2007. During the period from January 1, 2008 to June 30, 2008 the Bank has disbursed the Ijarah
financing aggregating to Rs. 353.085 millions. Had this IFAS been implementated there would have
been no material impact on the profit for the period.

2.3 The State Bank of  Pakistan has deferred the applicability of  International Accounting Standard (IAS)
39, 'Financial Instruments: Recognition and Measurement' and International Accounting Standard
(IAS) 40, 'Investment Property' for Banking Companies through BSD Circular No. 10 dated
August 26, 2002. Accordingly, the requirements of  these standards have not been considered in the
preparation of  these condensed interim financial statements. However, investments have been classified
and valued in accordance with the requirements prescribed by the State Bank of  Pakistan through
various circulars.

2.4 The disclosures made in these condensed interim financial statements have, however been limited
based on the format prescribed by the State Bank of  Pakistan vide BSD Circular No. 2 dated May 12,
2004 and International Accounting Standard 34, Interim Financial Reporting. They do not include all
of  the information required for full annual financial statements, and these financial statements should
be read in conjunction with the f inancial  statements of  the bank for the year ended
December 31, 2007.

3. BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention, except for the
measurement of  certain financial instruments at fair value.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in preparation of  these interim financial statements are the same as those
adopted in the preparation of  annual financial statements of  the Bank for period ending December 31, 2007.

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Unaudited)
FOR THE HALF YEAR ENDED 30 JUNE 2008
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30 June 2008
Held by

bank
Given as
collateral Total

31 December 2007
Held by

bank
Given as
collateral Total

(Rupees in ‘000)

1,346,177
350,000

1,696,177

26,641
1,722,818

Available-for-sale securities
Sukuk Bonds
Open-end Mutual Fund
Inves Investments at Cost
Surplus on revaluation of

securities
Investment at Market Value

1,055,000
250,000

1,305,000

13,657
1,318,657

-
-
-

-
-

1,346,177
350,000

1,696,177

26,641
1,722,818

1,055,000
250,000

1,305,000

13,657
1,318,657

-
-
-

-
-

5. INVESTMENTS

(Rupees in ‘000)
6. FINANCINGS

In Islamic Investment and Financing Products
In Pakistan

Murabaha
Diminishing Musharaka
Investment in Ijarah
Modaraba
Staff  Finance

Provision against consumer financing - General

7. OPERATING FIXED ASSETS

Property and equipment
Intangible asset
Capital work in progress

7.1. Additions - at cost

Building
Computer equipments
Furniture, fixture and office equipments
Vehicles
Computer software

8. CONTINGENCIES AND COMMITMENTS

8.1 Trade-related contingent liabilities
Import letters of  credit

8.2 Commitments in respect to forward exchange contracts

Purchase
Bank
Customer

Sale
Bank
Customer

8.3 Commitments for the acquisition of operating fixed assets

Civil works
Acquisition of  computer hardware
Acquisition of  computer software

) )

30 June
2008

31 December
2007

2,014,492
2,146,681

486,014
390,766

51,754
5,089,707

(2,773
5,086,934

214,166
73,425
69,045

356,636

15,367
13,712
8,843
6,439
1,620

1,248,626

1,092,450
87,293

1,179,743

595,334
612,169

1,207,503

39,000
17,584
18,834
75,418

1,892,191
1,378,016

145,754
276,028
33,620

3,725,609
(1,857

3,723,752

192,024
88,441
18,939

299,404

94,611
51,226
19,963
11,273
84,018

642,394

-
-
-

-
-
-

842
31,331

-
32,173
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(Rupees in ‘000)

9. RELATED PARTY TRANSACTIONS

Parties are considered to be related if  one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions and include a subsidiary company,
associated companies with or without common directors, retirement benefit funds, directors and key
management personnel.

A number of  banking transactions are entered into with related parties in the normal course of  business.
These include financing and deposits transactions. These transactions are executed on the same terms as
those prevailing at the time for comparable transactions with unrelated parties.

Relationship Nature of Transactions

Associated Companies Expenses incurred by associated company
on behalf  of  the bank

Deposits received
Deposits repaid
Rent paid
Profit on deposits
Commodity murabaha disbursed
Commodity murabaha repaid
Income from commodity murabaha

Directors Deposits received
Deposits repaid
Profit on deposits

Provident Fund Transfer to provident fund

10. DATE OF AUTHORIZATION FOR ISSUE

The condensed interim financial statements were authorized for issue on August 28, 2008 by the Board of
Directors of  the bank.

11. GENERAL

Figures have been rounded off  to the nearest thousand rupee.

30 June
2008

31 December
2007

274
11,390

-
-
5

300,000
-

7,417

8,180
-
6

2,301

-
7,261,548
7,309,638

6,360
293

100,000
(100,000

182

34,194
31,321

51

2,514

)

DIRECTOR
Sd/-

DIRECTOR
Sd/-

DIRECTOR
Sd/-

PRESIDENT AND CHIEF EXECUTIVE
Sd/-
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NETWORK BRANCHES/SUB BRANCHES

BRANCHES

(0001) I.I. Chundrigar Road Branch
Trade Centre
I. I. Chundrigar Road, Karachi
Tel : +92-21-2637174-75

(0002) Shahrah-e-Faisal Branch
3/A Zubaida Garden, Near Awami Markaz
Main Shahrah-e-Fiasal, Karachi
Tel : 021-4543720, 4323711

(0003) Gulshan-e-Iqbal Branch
Ground Floor, Dawood Avenue,
Plot No. ZC-5, Block 7, Gulshan-e-Iqbal
Karachi.
Tel : 021-4833780-3

(0004) Hussain Chowk Branch
57-B-III, Hussain Chowk, Gulberg III, Lahore
Tel : 042-5772667-75

(0005) Jodia Bazar Branch
Daryalal Street, Napier Quarters
Jodia Bazar, Karachi
Tel : 021-2430291

(0006) Kharadar Branch
Ground Floor, Qasr-e-Yaseen,
Bunder Quarters, Kharadar Karachi
Tel : 021-2315176

(0007) Sir Syed Road Branch
Shop No. G-07, Madina Arcade,
Plot No. 154-5, Sir Syed Road PECHS. Karachi
Tel : 021-4303084-8

(0008) Dhorajee Branch
Ground Floor, Chhotani Arcade C.P &
Berar Co-operative Housing Societies Ltd.,
Block 7/8, Plot No. 35/130, Survey Sheet
No. 35-P/1 , Karachi
Tel : 021-4860781

(0009) Small Industrial Estate Branch
Plot No. BIII-8S-202/, Mianapora Ogoki Road,
Chowck Shahadpura, Sialkot
Tel : 052-3557061

(0010) Hasan Arcade Branch
Hasan Arcade, Chen One Road, Faisalabad
Tel : 041-8730017-18-19

SUB BRANCHES

(7001) Metropole Sub Branch
18-C, Mereweather Road, Near Metropole
Hotel Saddar Town Karachi
Tel : 021-5651651-2
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