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PRO FORMA PRELIMINARY CONDENSED  

CONSOLIDATED FINANCIAL INFORMATION  

 
The following pro forma preliminary condensed consolidated financial information and related notes (“Pro 

forma financial information”) illustrates the effects on the statement of financial position and financial 

performance of the combination (merger) between National Bank of Abu Dhabi and its subsidiaries 

(together referred to as “NBAD”) and First Gulf Bank and its subsidiaries (together referred to as “FGB”). 

The closing of the combination is subject to the occurrence or waiving of certain conditions precedent and 

is expected to occur in the first quarter of 2017. 

 

The Pro forma financial information consists of the Unaudited Pro Forma Condensed Consolidated 

Statement of Financial Position of NBAD and FGB (together referred to as “the Group”) as at 30 September 

2016, as if the merger has taken place as at 30 September 2016, and its Unaudited Pro forma Condensed 

Consolidated Statement of Profit or Loss and Other Comprehensive Income for the nine-month period 

ended 30 September 2016 and Notes to the Unaudited Pro Forma Financial Information. 

 

The purpose of the Pro forma financial information is to show the material effects that the merger of NBAD 

and FGB would have had on the historical consolidated statement of financial position if the Group had 

already existed in the structure created by the combination as at 30 September 2016 and on the historical 

consolidated statement of profit or loss and other comprehensive income for the nine-month period ended 

30 September 2016. They are not representative of the financial situation and performance that could have 

been observed if the indicated business combination had been undertaken at an earlier date. 
 

The presentation of the Pro forma financial information of the Group is based on certain pro forma 

assumptions and has been prepared for illustrative purposes only and, because of its nature, the pro forma 

consolidated statement of financial position and financial performance addresses a hypothetical situation 

and, therefore, does not represent and may not give a true picture of the financial position and financial 

performance of the Group. Furthermore, the Pro forma financial information is only meaningful in 

conjunction with the historical consolidated financial statements of NBAD and FGB as at and for the 
financial year ended 31 December 2015 and the historical interim condensed consolidated financial 

statements of the two entities as of and for the nine-month period ended 30 September 2016. 

 

The Pro forma financial information has been prepared on figures extracted from the unaudited interim 

condensed consolidated financial statements of NBAD, and the unaudited interim condensed consolidated 

financial statements of FGB as at 30 September 2016, both prepared on the basis of International Financial 

Reporting Standards. 

 

The Pro forma financial information have been compiled based on the accounting policies of FGB being 

the accounting acquirer. Those accounting policies are disclosed in the consolidated financial statements 

as at 31 December 2015 of FGB. The principles of compilation of these pro forma financial information 

and assumptions used are explained in this document (Notes). 

 

The Pro forma financial information does not take into consideration the effects of expected synergies or 

costs incurred to achieve these synergies as a result of the acquisition / combination. The Pro forma 

financial information gives no indication of the results and future financial situation of the activities of the 

Group. 
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PRO FORMA PRELIMINARY CONDENSED  

CONSOLIDATED FINANCIAL INFORMATION (continued) 

 
Under IFRS 3 Business Combinations, the Group accounts for the merger as an acquisition by FGB of 

NBAD (“reverse acquisition”) and is required to fair value the assets, liabilities and contingent liabilities 

acquired at the date of acquisition and to reflect the difference between their fair value and the purchase 

consideration as goodwill or gain on acquisition.  The fair value exercise (“purchase price allocation”) has 

not been completed as at the date of this document and may result in different values being attributed to 

the assets, liabilities and contingent liabilities acquired than those that are shown in the Pro forma financial 

information.  
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PRO FORMA CONDENSED CONSOLIDATED  

STATEMENT OF FINANCIAL POSITION 

 

AS AT 30 SEPTEMBER 2016 

 

  
 NBAD 

 
FGB 

 
 Pro forma 

adjustments  

Notes 
 

Pro forma 

Consolidated 

 
 AED 000 

 
AED 000 

 
AED 000 

  
AED 000 

  
        

ASSETS  
        

Cash and balances with central banks  77,385,184  20,329,838  - 
  

97,715,022 

Investments at fair value through profit or loss  14,342,821  1,091,247  (1,021,993) i  
 

14,412,075 

Due from banks and financial institutions  14,241,481  10,649,917  (1,310,913) i  
 

23,580,485 

Reverse repurchase agreements  9,429,226  4,185,735  (1,274,666) i  
 

12,340,295 

Derivative financial instruments  13,485,939  1,902,917  (186,279) i  
 

15,202,577 
Loans and advances  205,273,142  155,540,413  - 

  
360,813,555 

Non-trading investments  68,826,710  24,101,655  - 
  

92,928,365 

Other assets  8,938,589  7,435,157  (31,708) i  
 

16,342,038 

Investment properties  185,125  6,136,282  - 
  

6,321,407 

Property and equipment  2,815,890  1,618,754  220,335 ii 
 

4,654,979 

Goodwill and intangible assets  -  178,578  10,864,959 iv  
 

11,043,537 
   

        

Total assets  414,924,107  233,170,493  7,259,735 
  

655,354,335 

        
  

 

LIABILITIES       
  

 

Due to banks and financial institutions  36,828,765  14,497,626  (1,310,913) i  
 

50,015,478 

Repurchase agreements  25,989,793  11,398,720  (1,274,666) i  
 

36,113,846 

Euro commercial paper  9,788,171  3,929,608  - 
  

13,717,779 

Derivative financial instruments  17,058,820  2,335,741  (186,279) i  
 

19,208,282 

Customer accounts and other deposits  242,876,141  140,427,791  - 
  

383,303,932 
Term borrowings  25,193,050  17,009,145  (1,021,993) i  

 
41,180,202 

Other liabilities  11,820,680  5,277,939  (31,708) i  
 

17,066,911 

Sukuk financing instruments   -  1,836,500  - 
  

1,836,500 

Subordinated notes  409,631  -  - 
  

409,631 

       
  

 

Total liabilities  369,965,051  196,713,070  (3,825,560)   562,852,561 

       
  

 

EQUITY       
  

 

Share capital  5,254,546  4,500,000  1,143,000 iii, v  
 

10,897,546 

Additional paid-in capital  292,668  -  48,143,606 iii, v  
 

48,436,274 
Treasury shares  (51,280)  -  - iii, v 

 
(51,280) 

Legal reserve  5,209,722  11,030,110  (11,030,110) iii, iv  
 

5,209,722 

Tier 1 capital notes  6,754,750  4,000,000  - iv, v 
 

10,754,750 

Share option scheme  219,183  -  - iv, v 
 

219,183 

Convertible notes-equity component  108,265  -  - iv, v 
 

108,265 

Revaluation reserve  -  280,601  - 
  

280,601 
Other reserves  20,911,174  713,418  (20,911,174) v  

 
713,418 

Retained earnings  6,260,028  15,494,977  (6,260,028) v  
 

15,494,977 

Equity attributable to equity holders of the Bank  44,959,056  36,019,106  11,085,294 
  

92,063,456 

Non-controlling interests   -  438,317  - 
  

438,317 
       

  
 

Total equity  44,959,056  36,457,423  11,085,294   92,501,773 

Total liabilities and equity  414,924,107  233,170,493  7,259,735   655,354,335 

See notes to the Pro forma financial information. 
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PRO FORMA CONDENSED CONSOLIDATED 

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME  

FOR THE NINE-MONTH PERIOD ENDED  

 

30 SEPTEMBER 2016 

 
 

 NBAD 
 

FGB 
 

Pro forma 

adjustments 

Notes 
 

Pro forma 

Consolidated 

 
 AED 000 

 
AED 000 

 
AED 000 

  
AED 000 

  
        

Interest income  7,220,337 
 

5,981,112 
 

(45,040) i 
 

13,156,409 

Interest expense  (2,112,995)  
 

(1,423,645) 
 

45,040 i  
 

(3,491,600)  

          

Net interest income  5,107,342  
 

4,557,467 
 

- 
  

9,664,809  

          

Income from Islamic financing contracts  387,179  356,004  -   743,183 

Islamic financing expense   (19,398)              (168,808)  -            (188,206) 

          

Net income from Islamic financing contracts  367,781  
 

187,196 
 

-  
 

554,977  

          

Net interest and Islamic financing income  5,475,123 
 

4,744,663 
 

-  
 

10,219,786  

  
    

  
  

Net fees and commission income  1,693,289  
 

1,339,392 
 

-  
 

3,032,681  

Net foreign exchange gain  868,577  
 

155,909 
 

-  
 

1,024,486  

Net gain on investments and derivatives  34,698  
 

233,307 
 

-  
 

268,005 

Other operating income  21,906  
 

708,462 
 

-  
 

730,368  

  
    

  
  

Operating income  8,093,593  
 

7,181,733 
 

-  
 

15,275,326  
          

General, administration and other operating expense  (3,016,789)  (1,427,844)  -   (4,444,633) 

  
    

  
  

Profit before net impairment charge and taxation  5,076,804   5,753,889  -   10,830,693  

  
    

  
  

Net impairment charge  (879,924) 
 

(1,193,788) 
 

-  
 

(2,073,712) 

          

Profit before taxation  4,196,880  4,560,101  -   8,756,981 
          

Overseas income tax expense  (229,715)  
 

(24,248) 
 

-  
 

(253,963)  

          

Net profit  3,967,165  
 

4,535,853 
 

-  
 

8,503,018  
Other comprehensive income   284,353  

 
255,755 

 
-  

 
540,108  

          

Total comprehensive income  4,251,518  
 

4,791,608 
 

-  
 

9,043,126 

See notes to the Pro forma financial information. 
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NOTES TO THE PRO FORMA FINANCIAL INFORMATION 

 

BASIS OF PRO FORMA FINANCIAL INFORMATION PRESENTATION 

  

 
The Group has adopted the acquisition method of accounting under IFRS 3 Business Combinations.  IFRS 

3 requires that an acquirer be identified in any business combination and acquisition accounting principles 

be applied. For the purposes of this Pro forma financial information, FGB has been identified as the 

acquirer. The merger however is to be effected by a capital issuance of 5,643 million shares of AED 1 by 

NBAD to the shareholders of FGB, in a share swap transaction at the exchange rate of 1.254 shares of 

NBAD for each share of FGB. Accordingly, the transaction is accounted for as a reverse acquisition.  

The consolidated statement of financial position of NBAD at 30 September 2016 has been extracted from 

the unaudited interim condensed consolidated financial statements of NBAD.  The consolidated statement 
of financial position of FGB at 30 September 2016 has been extracted from the unaudited interim 

condensed consolidated financial statements of FGB.  

The consolidated statement of profit or loss and other comprehensive income of NBAD for the nine-month 

period ended 30 September 2016 has been extracted from the unaudited interim condensed consolidated 

financial statements of NBAD. The consolidated statement of profit or loss and other comprehensive 

income of FGB for the nine-month period ended 30 September 2016 has been extracted from the unaudited 

interim condensed consolidated financial statements of FGB.  

The Pro forma financial information has been prepared and are presented on the basis of accounting policies 

of FGB as disclosed in its consolidated financial statements for the year ended 31 December 2015. The 
accounting policies used by FGB as described in its financial statements for the year ended 31 December 

2015 do not materially differ from those used by NBAD except for the following: 

a. Lands classified under property and equipment are measured by FGB under the revaluation 

model compared to the cost model adopted by NBAD and thus carried at fair value in the 

statement of financial position. Based on the fair value of land properties provided by NBAD, 

an increase of AED220 million has been recognised. 

b. Investment properties are measured at fair value by FGB compared to cost model as adopted 

by NBAD. However, as disclosed in NBAD’s audited financial statements as at 31 December 
2015, the fair value of investment properties approximates its carrying amounts and thus no 

adjustment has been recognised. As at 30 September 2016, the fair values of the investment 

properties have not changed significantly and therefore still approximate their carrying 

amounts. 

The following presentation adjustments have been made to ensure consistency of presentation with the 

consolidated statement of financial position between NBAD and FGB, in particular: 

a. FGB’s investments have been separately presented as investments at fair value through profit 

or loss and non-trading investments; 

b. FGB’s investments in associates have been presented under other assets; 

c. FGB’s derivative financial assets and liabilities have been separately presented out of other 

assets and other liabilities, respectively;  

d. FGB’s repurchase agreements have been separately presented out of due to banks and financial 

institutions, customer accounts and other deposits, and term borrowings;  

e. FGB’s reverse repurchase agreements have been separately presented out of loans and 

advances, and due from banks;  

f. FGB’s goodwill and intangible assets have been separately presented out of other assets; and 

g. FGB’s foreign currency translation reserve and cumulative change in fair value reserve have 

been presented as part of other reserves. 
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NOTES TO THE PRO FORMA FINANCIAL INFORMATION (continued) 

 

BASIS OF PRO FORMA FINANCIAL INFORMATION PRESENTATION (continued) 

 

 
The following presentation adjustments have been made to ensure consistency of presentation with the 

consolidated statement of profit or loss and other comprehensive income between NBAD and FGB, in 

particular: 

a. FGB’s income from Islamic financing contracts have been separately presented and reclassified 

from ‘Interest income and income from Islamic financing’ in its financial statements; and  

b. FGB’s expense from Islamic financing have been separately presented and reclassified from 

‘Interest expense and Islamic financing expense’ in its financial statements; 

c. FGB’s net foreign exchange gain and net gain on investments and derivatives have been 
separately presented out of other operating income;  

 

PRO FORMA ADJUSTMENTS 

 

The pro forma adjustments made for purposes of the Pro forma financial information are based on 

information available and on preliminary estimates, as well as certain pro forma assumptions of the Group 

as described in these pro forma notes. The Pro forma financial information neither contains any potential 

synergies or cost savings nor any normalisation adjustments or any additional future expenses that could 

result from the merger. Furthermore, the Pro forma financial information does not contain any potential or 

future effects resulting from any possible remedies imposed on the Group by authorities or regulators in 

connection with the merger. The Pro forma financial information has not been adjusted for acquisition-

related costs. 

 

For purposes of the Pro forma financial information, it is assumed that the closing of the merger occurred 

as at 30 September 2016. The pro forma financial information has not been adjusted for acquisition-related 
costs. 

 

The pro forma adjustments included in the Pro forma financial information are as follows: 

 

i. To record elimination of intercompany balances between FGB and NBAD. Intercompany 

balances for accounts under statements of financial position (assets and liabilities) and 

statements of profit or loss and other comprehensive income (income and expenses) between 

FGB and NBAD have been reconciled against each other. 

ii. To record the adjustments relating to the fair valuation of NBAD land within property and 

equipment as follows: 

 

 AED’000 

Carrying value     1,100,695  

Fair value    1,321,030  

Difference       220,335  

 

The following is the journal entry to record the above adjustment: 

 

 AED’000 AED’000 

Land (Dr.) 220,335   
Retained earnings (Dr.) 184,763  

Revaluation reserve (Cr.) 405,098  
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NOTES TO THE PRO FORMA FINANCIAL INFORMATION (continued) 

 

PRO FORMA ADJUSTMENTS (continued) 
 

 
iii. To record the issuance of shares of NBAD to FGB shareholders. For the Pro forma financial 

information purposes, the consideration for the acquisition has been calculated on the basis of 

a share swap transaction at the rate of 1.254 shares in NBAD for each share in FGB which 

would result to 52.03% ownership interest of FGB shareholders in the Group and a 47.97% 

ownership interest of NBAD shareholders, as shown below: 

  Units 000  % 

Outstanding shares of FGB  4,500,000     
Exchange ratio        1.254   

 
Number of shares to be issued by NBAD to FGB  5,643,000   

 
Par value of shares issued by NBAD to FGB  5,643,000   52.03%  

Outstanding share capital of NBAD  

(net of treasury shares) 
 

5,203,266  
 

47.97%  

Total shares of NBAD post combination 

(net of treasury shares) 
 

10,846,266 
 

100.00%  

 

Accordingly, NBAD’s share capital post combination amount to AED10,846 million which is 

presented as follows: 

  AED’000 

Share capital  10,897,546  

Treasury shares  (51,280) 

Total share capital  10,846,266  

 

Applying the rules of IFRS 3 for reverse acquisitions, the consideration for FGB’s acquisition 

of NBAD is the fair value of the equivalent number of shares that FGB would have to issue to 

NBAD shareholders that would give FGB shareholders and NBAD shareholders the same 

percentage of equity ownership of 52.03% and 47.97%, respectively, in the Group. The 

acquisition cost has been calculated on the basis of FGB’s closing price of AED11.80 per share 

on Abu Dhabi Securities Exchange on 29 September 2016. The acquisition cost is an indicative 

cost, and will be revised to reflect the market price of the shares of FGB as on the date of 

acquisition.  

The consideration is computed as follows: 

 

Outstanding shares of FGB (units’000)     4,500,000  

Divided by: FGB's percentage ownership in the Group          52.03%  

Total number of shares of the Group (units’000)       8,649,335  
Multiplied by: NBAD's percentage ownership in the Group          47.97%  

Number of shares to be issued by FGB to NBAD (units’000)       4,149,335  

Multiplied by: Share price of FGB             11.80  

Total consideration (AED’000)     48,962,152 

 

A share premium of AED43,319 million arises on NBAD issuance of the new shares for this 

transaction computed as follows: 

 

  AED’000 

Total consideration  48,962,152  

Less: Par value of shares issued by NBAD to FGB  5,643,000  

Share premium  43,319,152  
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NOTES TO THE PRO FORMA FINANCIAL INFORMATION (continued) 

 

PRO FORMA ADJUSTMENTS (continued) 
 

 
iv. To record AED10,865 million excess of total consideration over the net assets of NBAD as at 

30 September 2016 after adjustments for other equity items. This amount has not been 

bifurcated between goodwill and intangible assets pending the results of the purchase price 

allocation exercise. Moreover, the Pro forma financial information does not include any 

adjustments to the fair value of the assets, liabilities and contingent liabilities of NBAD as 

required by IFRS 3. A full fair value exercise will be undertaken as on the date of acquisition. 

 

  AED’000 

Total consideration  48,962,152  

Less: Adjusted net assets of NBAD as at 30 September 2016  (38,097,193) 

Goodwill / intangible  10,864,959  

 

The adjusted net assets of NBAD has been computed by deducting other equity items which 

represents NBAD’s continuing interest in the Group and thus were excluded from computation 

of goodwill.  

 

  AED’000 

Net assets of NBAD as at 30 September 2016  45,179,391  

Less: Other equity items  
 

Tier 1 capital notes (6,754,750) 

Share option scheme   (219,183) 

Convertible notes-equity component  (108,265) 

Adjusted net assets of NBAD as at 30 September 2016  38,097,193  

 

v. The consolidated retained earnings and other equity balances at the date of the pro forma 

combination represents FGB’s pre-combination balances with the exception of the following: 

 

a. The legal reserve represents NBAD total legal reserve being the legal surviving entity; 

b. Tier 1 capital represents both NBAD and FGB’s balances as NBAD tier 1 capital has been 

excluded from the acquired net assets (see note iv); and 

c. NBAD share option reserve and equity component of convertible notes has been retained 

as these represent non-controlling continuing interest in the Group. 

 

Accordingly, the total paid-in capital of NBAD post combination is presented below: 

 
 

 

 

 

 

 

 
The following shows the breakdown of total paid-in capital: 

  AED’000 

Share capital  10,897,546  

Additional paid-in capital  48,436,274 

Treasury Shares           (51,280) 

Total paid-in capital  59,282,540  

 

  AED’000 

FGB's capital pre combination  4,500,000  
Total consideration  48,962,152  

Capital post combination  53,462,152  
Adjustment to retain NBAD's legal reserve  5,820,388  

Total paid-in capital  59,282,540  


