All praise and thanks are due to Allah, and peace and prayers be upon our Prophet and on his fellows and followers.

To Shareholders,

To Depositors,
Assalamu Alaikum Wa Rahmat Allah Wa Barakatuh
(Peace and blessings of Allah be upon you),

In accordance with the Articles of Association of the Bank concerning the formation of Sharia
Supervisory Board and its duties and tasks in ensuring that the Bank’s personnel are complying
with the controls prescribed in Shariah. Sharia Supervisory Board is putting forward its report on

the activities of the bank during the year Y- -V:

The Board held several meetings during the year to address the following issues:

-V Ensuring the soundness and correctness of procedures of transactions and contracts
that the Bank is carrying out;

-Y  Verifying that the Bank’s activities and operations are free of Riba (usury) whether in
relation to its operations;

-¥  Answering questions and queries submitted to the Board from the bank’s personnel and processing issues referred to the Board to give
Sharia opinion on them;

-¢  Making remarks on discrepancies that might have occurred during execution of transactions. The Board also made recommendations
to correct the same, and putting aside the profits of transactions that can not be corrected;

-0 The Board continues to emphasize on its recommendation to the Bank’s management on the necessity of making more efforts to

implement the other Islamic investment methods and not to be restricted only to Murabaha.

The Board concluded the following:

-V The transactions and contracts executed by the bank are almost all conforming to the Islamic Sharia rules except some discrepancies
that happened in the execution of some transactions and the attention to which has been drawn to executors before. Besides, the
insurance of the assets of the bank is done through a conventional insurance company. And some external transactions that were not
referred to the Board.

-Y The amounts that have been realized through resources that are not complied with Sharia rules and that have been put aside to be
disbursed in the way approved by the Board.

Y Profits distribution and loss bearing are in accordance with the basis that has been previously approved according to the rules of Islamic
Sharia.

Submitting its report, the Sharia Supervisory Board is extending its thanks to the Bank’s management for their response to the Board’s decisions
and recommendations. The Board is also praising the adherence of senior and executive management to the Sharia Controls and their wish to
keep away from suspected dealings.

We beg Allah Almighty to grant us all success and straight-forwardness.

Dr. Moh’d Senan]
Member of Fatwa Boal
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Tadhamon International Islamic Bank \ @E Independent Auditor’s Report

To The SHAREHOLDERS of TADHAMON INTERNATIONAL ISLAMIC BANK SANA’A, REPUBLIC OF YEMEN

Report on the Financial Statements
We have audited the accompanying financial statements of Tadhamon International Islamic Bank, which comprise the balance sheet as at
December 31, 2007, the income statement, cash flow statement and changes in shareholders’
equity statement for the year then ended, and a summary of significant accounting policies and
other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the Accounting Standards for Islamic Financial Institutions and prevailing local
laws and regulations and also operating in accordance with Islamic Sharia’. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatements, whether due
to fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing, the Auditing Standards for Islamic Financial Institutions and applicable Yemeni laws and regulations. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on our judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the Bank’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonl]

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Tadhamon International Islamic Bank as at
December 31, 2007, and of its financial performance and its cash flows for the year then ended in accordance with the accounting standards for
Islamic Financial Institutions and prevailing local laws and regulations.

Report on Other Legal and Regulatory Requirements

We have obtained from management the information and clarifications that we deemed negesQa;y’fm r audit. The Bank keeps proper banks
of account, and the accompanying financial statements are in agreement with these books. *,J' .

1- 'll "“kt'
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BALANCE SHEETAS AT DECEMBER 31, 2007

Assets

Cash on hand & reserve balances with Central Bank of

Yemen (CBY)
Due from banks and financial institutions
Financing Murabaha transactions (net)
Financing Istisna’a transactions (net)
Investments in Mudaraba contracts (net)
Investments in Musharaka contracts (net)
Tjarah Muntahia Bittamleek
Investment property
Usufruct
Available for sale investments
Investments in subsidiaries and associates
Debit balances & other assets (net)
Property and equipment (net)
Total assets

Liabilities, investment accounts and shareholders’ equity

Liabilities

Current accounts and other deposits
Due to banks and financial institutions
Credit balances of Murabaha

Credit balances & other liabilities
Other provisions

Dividends payable

Total liabilities

Unrestricted investment and saving accounts’ holders

Shareholders’ equity
Capital

Statutory reserve

General reserve

Retained earnings

Total shareholders’ equity

Total liabilities, investment accounts and shareholders’ equity

Contingent liabilities and commitments

(The accompanying notes from ) to 0} form part of these financial statements)

Abdul-Jabbar Hayel Saced Omar Abdo Kaid

Chairman

0
0

Assistant Managing Director

O

Note

9

10
3311/
3.313/
3.415/
3.417/
3.519/
3.620/
3.721/
3.822/
3.923/

24
3.1426/

31235/

2007

YR’000’s

37,573,753
26,309,080
77,896,237
8,530,603
24,161,820
5,646,913
73,818
11,322,067
8,274,238
16,453,265
3,820,463
8,580,257

3,211,276

231,853,790

52,304,263
2,550,405
8,629,805
2,019,771
1,278,295

1,165,506

67,948,045
147,366,169
9,192,051

4,387,926
2,958,435
1,164

16,539,576

231,853,790

65,044,930 )

Dr. Mohamed Kamel Abu Arida
General Manager

2006

YR000s

28,937,219
29,296,596
61,087,207
4,221,614
23,420,064
1,546,482
250,986
4,595,808
10,506,605
13,321,230
3,827,706
2,339,522

2,590,658

185,941,697

46,217,135
44,327
1,285,039
1,318,585
1,125,285
804,753

50,795,124

119,811,539

9,101,255
3,943,854
2,289,133
792
15,335,034

185,941,697

73,988,757

(KPMG Mejanni, Hazem Hassan & Co.)
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Revenues of Murabaha and Istisna’a financing

Revenues of other joint investments

Less:

Return on unrestricted investment and saving accounts

Commissions and fees income on banking services

Less: Commissions and fees expenses on banking services
Gains of foreign currency transactions

Losses of investment in subsidiaries and associates
Revaluation losses of available for sale investments

Other operating income

Operating profit

Less:

Provisions

General and administrative expenses and depreciation

Depreciation of assets acquired for leasing

Net profit before tax

Income tax for the year

Net profit for the year

Earning per share

(The accompanying notes from \ to 0y form part of these financial statements)

Abdul-Jabbar Hayel Saeed =~ Omar Abdo Kaid

Chairman Assistant Managing Director

@ Annual Report ¥+ -V

General Manager

2007

YR’000’s

Dr. Mohamed Kamel Abu Arida

6,563,135
7,509,840
14,072,975

(10,891,616 )
3,181,359
1,406,266
( 28,481)
1,103,148

(50,912)

(182,138)
12,873
5,442,115

(471,378)
(1,865,688)

(177,168 )

2,927,881
(768,846 )

2,159,035

\ YR 234 )

INCOME STATEMENT FOR THE FINANCIAL YEAR ENDED DECEMBER Y- -V %

2006
YR’000’s

4,883,789

5,469,462

10,353,251

(8,103,307 )
2,249,944
1,348,077
( 21,219)
1,020,906

134,809
4,732,517

(525,288)
(1,288,913)

(177,168 )

2,741,148
(802,163 )

1,938,985

YR 300

Auditor’s report attached.

M. Zohdi Mejanni

(KPMG Mejanni, Hazem Hassan & Co.)



slaall gollulll Goliasll iy
Tadhamon International Islamic Bank

CASH FLOW STATEMENT FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2007

Cash flows from operating activities:
Net profit before tax
Adjustments to reconcile net profit to cash flows from operating activities

Depreciation of fixed assets

Depreciation of assets acquired for leasing

Provisions

Provision for end of service compensation

Income tax paid

Net gains on sale of property and equipment

Losses (gains) of investment in subsidiaries and associates
Revaluation losses of available for sale investment
Provisions used

Return of unrestricted investment and saving accounts
Operating profit before changes in assets & liabilities related to operating activities

(Increase) in reserve balances with Central Bank of Yemen
(Increase) in debit balances and other assets
Increase in credit balances and other liabilities

Net cash flows provided by operating activities (1)

Cash flows from investing activities:

(Increase) in financing Murabaha transactions
(Increase) in financing Istisna’a transactions

(Increase) in investments in Mudaraba contracts
(Increase) in investments in Musharaka contracts
(Increase) in Investment property

Decrease (increase) decrease in usufruct

(Increase) in available for sale investments

(Increase) in investments in subsidiaries and associates
Decrease (increase) in deposits with financial institutions
Net payments to purchase property and equipment
Net cash flows (used in) investing activities (2)

Note

( 2007 \

YR’000’s

26

40

2,927,881

187,742
177,168
471,378

19,325
(802,163)

( 5,717)

50,912

182,138
(248,380)
10,891,616
13,851,900

(3,258,915)
(6,321,033)
8,884,157

13,156,109

(16,905,543)
(4,352,514)
(1,376,602)
(4,139,450)
(6,726,259)

2,232,367
(3,314,173)
(43,669)
5,833,789
(802,643)
(29,594,697)

&/

2006

YR’000’s

2,741,148

129,439
177,168
525,288

16,873

(370,286)

(128,089)
(1,008)

(132,686)

8,103,307

11,061,154

(1,313,425)
(539,941)
161,628

9,369,416

(18,532,945)
(246,057)
(5,876,024)
(197,452)
(2,457,915)
(7,580,480)
(7,566,460)
(2,554,140)
(8,965,771)
(168.613)

( 54,145,857)
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CASH FLOW STATEMENT (CONTINUED)

FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2007

Cash flows from financing activities:

Increase in paid-up capital

Increase in share premium

Increase in unrestricted investment and saving accounts
Net increase in current accounts and other deposits
Increase (decrease) in due to banks and financial institutions
Paid dividends to depositors

Paid dividends to shareholders and Board of Directors
(Net cash flows provided by financing activities (¥

(Net change in cash and cash equivalent (¥+Y+)

Cash and cash equivalent at the beginning of the year
Cash and cash equivalent at the end of the year

: Cash and cash equivalent consist of
Cash on hand and balances at CBY, other than reserve

Due from banks and financial institutions

(The accompanying notes from  to 0\ form part of these financial statements)

Abdul-Jabbar Hayel Saeed Omar Abdo Kaid

Chairman

A\

<> Annual Report ¥+ -V

V7

Assistant Managing Director

Dr. Mohamed Kamel Abu Arida
General Manager

30353194

2007

2006
YR000’s YR’000’s
90,796 5,351,255
120,217 2,935,654
24,766,321 33,433,779
6,087,128 8,138,460
2,506,078 (2,116,308)
(8,103,307) ( 5,554,783)
(804,753 ) (379,500 )
24,662,480 41,808,557
8,223,892 (2,967,884)
22,129,302 25,097,186
30,353,194 22,129,302
17,696,106 7,450,354
12,657,088 14,678,948
30,353,194 22,129,302

Auditor’s report attached.
M. Zohdi Mejanni
(KPMG Mejanni, Hazem Hassan & Co.)



STATEMENT OF CHAGES IN SHAREHOLDERS’ EQUITY
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2007

Balance at January 1, 2006

Net profit for the year (after tax)
Increase in paid up capital
Share premium

Transfer to statutory reserve
Transfer to general reserve
Dividends to shareholders

BOD remuneration

Balance at December 31, 2006

Net profit for the year (after tax)
Increase in paid up capital
Share premium

Transfer to statutory reserve

Transfer to general reserve (proposed)

Dividends to shareholders (proposed)

BOD remuneration (proposed)

Balance at December 31, 2007

(The accompanying notes from \ to 03 form part of these financial statements)

AbdL]

Chairman

O

Assistant Managing Director

General Manager

Paid up Statutory General Retained
Capital Reserve Reserve Earnings Total
YR’000’s YR’000’s YR'000’s YR'000’s YR'000’s
3,750,000 717,352 1,445,318 1,223 5,913,893
- - - 1,938,985 1,938,985
5,351,255 - - - 5,351,255
- 2,935,654 - - 2,935,654
- 290,848 - (290,848) -
- - 843,815 (843,815) -
- - B (793,753) (793,753)
- - - (11,000 ) (11,000 )
9,101,255 3,943,854 2,289,133 792 15,335,034
- - - 2,159,035 2,159,035
90,796 - - - 90,796
- 120,217 - - 120,217
- 323,855 - (323,855) -
- - 669,302 (669,302) -
- - - (1,149,006) ( 1,149,006)
- - - (16,500 ) (16,500 )
9,192,051 4,387,926 2,958,435 1,164 16,539,576

Auditor’s report attached.

(KPMG Mejanni, Hazem Hassan & Co.)
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1.BACKGROUND

Tadhamon International Islamic Bank - a Yemeni joint-stock company - was established under the name of Yemen Islamic
Bank for Investment and Development in accordance with the Ministerial Decree No. (147) for the year 1995. The name of
the Bank has been changed to Tadhamon Islamic Bank according to the Ministerial Decree No. (169) for the year 1996. The
shareholders extra ordinary meeting decided on March 20, 2002 to change the name of the Bank to Tadhamon International
Islamic Bank. The objectives of the Bank are to finance, invest, and offer banking services in accordance with Article No. (3) of
the Bank’s Articles of Association which states that the bank performs its activities in conformity with the precepts of Islamic
Shari’a. The bank started its activities on July 20th, 1996, through the main branch in Sana’a and expanded to (21) branches
all over the Republic of Yemen.

2. PREPARATION BASIS OF THE FINANCIAL STATEMENTS

2.1 The financial statements are prepared on the historical cost basis, except available-for-sale investment and financial
instruments (financial assets and liabilities) held at fair value, and in accordance with Accounting Standards for Islamic
Financial Institution, the requirement of the current local prevailing laws and regulations as well as rules and instructions
issued by Central Bank of Yemen (CBY).

2.2 The financial statements are presented in Yemeni Rials and all values are rounded to the nearest one thousand Yemeni
Rials except when otherwise is indicated.

3. SIGNIFICANT ACCOUNTING POLICIES

3.1 Translation of foreign currencies

- The Bank maintains its accounting records in Yemeni Rial, which is the Bank’s functional currency. Transactions in other
currencies are recorded during the financial year at the prevailing exchange rates at the date of transaction. Balances of
monetary assets and liabilities in other currencies at the end of the financial year are translated at the prevailing exchange
rates on that date. Gains or losses resulting from translation are taken to the income statement.

- The Bank does not engage in forward contracts to meet its obligations in foreign currencies, nor does it engage in foreign
exchange contracts to cover the risk of settlement of future liabilities in foreign currencies.

14> ANNURL REPORT 2007
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3.2 Revenue recognition

a. Murabaha and Istisna’a

O Profits on Murabaha and Istisna’a contracts are recorded on the accrual basis as all profits at the completion of Murabaha
contract are recorded as deferred revenues and taken to the income statement, depending on the finance percentage, using
the straight line method over the term of contract.

OIn order to comply with the requirements of CBY, the Bank does not accrue the profits relating to non-performing debts.

b. Mudaraba and Musharaka

OProfits on investments in Mudaraba and Musharaka contracts, which initiate and terminate during the financial year, are
recorded in the statement of income.

OProfits on investments in Mudaraba and Musharaka contracts, which last for more than one financial year, are recorded,
based on cash profits distributed on these transactions during the year.

c. ljarah and ljarah Muntahia Bittamleek
The ljarah and ljarah Muntahia Bittamleek revenues are recorded over the term of the lease contract.
d. Available for sale investments

Revenues of available for sale investments are recorded based on the cash dividends received on these investments during
the year

e. Investments in subsidiaries and associates

Revenues of investments in subsidiaries and associates are recorded when the financial statements of these companies are
approved (see Note No. 3.9).

3.3 Valuation of Murabaha and Istisna’a financing transactions

0O Debts relating to financing Murabaha and Istisna’a transactions, whether short or long-term, are recorded at cost in addition
to agreed upon profits stated in Murabaha and Istisna’a contracts.

ANNUNL REPORT 2007 15
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43.

MATURITIES OF ASSETS AND LIABILITIES

a. Assets

Cash on hand & reserve balances with CBY
Due from banks

Financing Murabaha transactions (net)
Financing Istisna’ transactions (net)
Investments in Mudaraba contracts (net)
Investments in Musharka contracts (net)
ljarah Muntahia Bittamleek

Investment property

Usufruct

Available for sale investments

Investments in subsidiaries and associates
Overdraft

b. Liabilities
Current accounts and other deposits

Unrestricted investment & saving accounts
Due to banks

Net gap

36> ANNURAL REPORT 2007

' 2007 Y
Due within Due from 3 to Due from 6 Due over
3 months 6 months months to one one year Total
YR Million YR Million year YR Million YR Million YR Million
16,191 10,784 6,142 4,457 37,574
9,683 7,096 6,407 3,123 26,309
25,859 26,193 15,849 9,995 77,896
1,630 2,681 2,925 1,294 8,530
- - 9,188 14,974 24,162
80 134 1,298 4,135 5,647
48 26 - - 74
_ - 4,993 6,329 11,322
- - 8,274 8,274
- - - 16,453 16,453
- - - 3,820 3,820
53,603 46,914 46,802 72,854 220,173
21,003 14,428 11,943 4,930 52,304
26,432 39,509 34,612 46,813 147,366
2,345 205 - - 2,550
49,780 54,142 46,555 51,743 202,220
3,823 7,228 247 21,111 17,953
=== Liss = /




a. Assets

Cash on hand & reserve balances with CBY
Due from banks

Financing Murabaha transactions (net)
Financing Istisna’ transactions (net)
Investments in Mudaraba contracts (net)
Investments in Musharka contracts (net)
ljarah Muntahia Bittamleek

Investment property

Usufruct

Available for sale investments

Investments in subsidiaries and associates
Overdraft

. Liabilities

Current accounts and other deposits
Unrestricted investment & saving accounts
Due to banks

Net gap

Due within 3
months
YR Million

12,633
24,684
23,420

1,808

162

62,707

Due from 3 to 6
months
YR Million

2,842
1,072
15,138
960

2006
Due from 6 monthsto  Due over one
one year year Total
YR Million YR Million YR Million
7,017 6,445 28,937
3,541 - 29,297
14,422 8,107 61,087
1,454 - 4,202
12,293 11,127 23,420
384 1,162 1,546
- 251 251
602 3,994 4,596
- 10,507 10,507
- 13,321 13,321
- 3,828 3,828
- - 162
39,713 58,742 181,174
3,899 1,839 46,217
43,202 41,420 119,812
- - 44
47,101 43,259 166,073
( 7,388) 15,483 15,101
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44. DISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT LIABILITIES AND COMMITMENTS BASED ON ECONOMIC

SECTORS
' 2007 Y
Manu- Trade Construc- Individual
Financial ~ facturing YR tion Services & Others Total
YR Million YR Million Million YR Million YR Milion YR Million YR Million

a. Assets

Cash on hand & reserves balances with CBY 37,574 = = - - - 37,574

Due from banks 26,309 - - - - = 26,309

Financing Murabaha 4,822 17,965 40,372 9,499 3,157 2,081 77,896

Financing Istisna’a - 8,467 - - - 63 8,530

Investments in Mudaraba 24117 - - - 15 30 24,162

Investments in Musharka 5,647 - - - - = 5,647

ljarah Muntahia Bittamleek 74 - - - - - 74

Investment property 4,993 - - 6,329 - = 11,322

Usufruct 8,274 - - - - - 8,274

Availabe for sale investments 16,453 - - - - - 16,453

Investments in subsidiaries and associates 326 952 49 2,493 - - 3,820
b. Liabilities

Current accounts and other deposits - 19,967 14,276 2,479 2,597 12,985 52,304

Unrestricted investment accounts 798 2,161 16,538 - 24,113 103,756 147,366
c. Contingent liabilities

L/Gs 6,019 11,024 5,991 2,164 4,902 - 30,100

L/Cs 6,004 8,715 6,287 - - - 21,006

L/Cs for Murabaha contracts _ 7,257 8,251 3,995 - - - 19,503 )
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a. Assets

Cash on hand & reserves balances with CBY

Due from banks

Financing Murabaha
Financing Istisna’a
Investments in Mudaraba
Investments in Musharka
ljarah Muntahia Bittamleek
Investment property
Usufruct

Availabe for sale investments
Investments in subsidiaries and associates

. Liabilities
Current accounts and other deposits
Unrestricted investment accounts

. Contingent liabilities

L/Gs

L/Cs

L/Cs for Murabaha contracts

2006

Manu- Construc- Individual
Financial facturing Trade tion Services & Others Total
YR Million YR Milion YR Million YR Million YR Million YR Million YR Million
28,937 - - - - - 28,937
29,297 - - - - - 29,297
5,912 14,424 20,218 7,179 11,511 1,843 61,087
- 4,148 - - - 74 4,222
23,420 - - - - - 23,420
1,546 - - - - - 1,546
251 - - - - - 251
4,596 - - - - - 4,596
10,507 - - - - - 10,507
13,321 - - - - - 13,321
- 952 2,592 - 284 - 3,828
- 14,114 13,414 - 2,597 16,092 46,217
794 - 10,889 - 23,712 84,417 119,812
8,271 14,556 4,822 2,679 4,105 34,433
19,004 12,649 - - - - 31,653
9,884 6,520 - - - - 16,404

ANNUBL REPORT 2007
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45. DISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT LIABILITIES AND COMMITMENTS BASED ON GEOGRAPHICAL LOCATIONS

a. Assets

Cash on hand & reserve balances with CBY
Due from banks

Financing Murabaha transactions
Financing Istisna’ transactions
Investments in Mudaraba contracts
Investments in Musharka contracts

ljarah Muntahia Bittamleek

Investment property

Usufruct

Available for sale investments

Investments in subsidiaries and associates

b. Liabilities

Current accounts and other deposits
Unrestricted investment & saving accounts

a. Assets

Cash on hand & reserve balances with CBY
Due from banks

Financing Murabaha transactions
Financing Istisna’ transactions
Investments in Mudaraba contracts
Investments in Musharka contracts

ljarah Muntahia Bittamleek

Investment property

Usufruct

Available for sale investments

Investments in subsidiaries and associates

b. Liabilities

Current accounts and other deposits
Unrestricted investment & saving accounts

40> ANNURL REPORT 2007

2 2007 D
Republic of Yemen United States of America Europe Asia Africa Total
YR Million YR Million YR Million YR Million YR Million YR Million
37,574 - - - - 37,574
8,118 1,467 3,563 9,904 3,257 26,309
73,212 - 4,684 - - 77,896
8,530 - - - - 8,530
45 - 292 13,713 10,112 24,162
- - 1,578 4,069 - 5,647
- - - - 74 74
6,329 - - 4,807 186 11,322
- - - 8,274 - 8,274
- 142 2,297 9,955 4,059 16,453
3,594 - - - 226 3,820
52,304 - - - - 52,304
\\ 147,366 - - - - 147,366J
2006
Republic of Yemen  United States of America Europe Asia Africa Total
YR Million YR Million YR Million YR Million YR Million YR Million
28,937 - - - - 28,937
3,249 4,014 10,076 8,772 3,186 29,297
55,431 - 1,985 3,671 - 61,087
4,222 - - - - 4,222
20 - 720 12,446 10,234 23,420
2 - 650 894 - 1,546
- - - - 251 251
3,832 - - 603 161 4,596
- - - 10,507 - 10,507
- 101 2,071 7,673 3,476 13,321
3,581 - - - 247 3,828
46,217 - - - - 46,217
119,812 - - - - 119,812
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SIGNIFICANT FOREIGN CURRENCIES’ POSITIONS

To comply with CBY circular No. 6 of 1998, the bank establishes limits for positions in individual foreign currencies as well as
an aggregate limitation for all currencies. These limits are 15% and 25% of capital and reserves respectively. The following
schedule reflects the bank’s significant foreign currencies positions at the balance sheet date.

( 2007 N\ 2006
Surplus (deficit) % of capital Surplus (deficit) % of capital
YR 000’s & reserves YR 000’s & reserves
US Dollar (1,894,610) (11.4%) (328,776) (2.1%)
Saudi Rial 1,459,006 8.8% 647,314 4.2%
Euro 899,357 5.4% 258,487 1.7%
Sterling Pound 1,171,793 71% 302,872 2.0%
UAE Dirham 1,374,104 8.3% 1,027,696 6.7%
Japanese Yen (52,287) (0.3%) (44,385) (0.3%)
2,957,363 17.9% 1,863,208 12.2%
\ ===l e

TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if the party has the ability to control or exercise significant influence over the Bank in
making financial or operating decisions.

The Bank deals with related parties on the same basis applied to third parties.

The Banks Law as implemented by CBY circular no. 4 of 1999, limits credit transactions with related parties and requires that
the Bank should apply the same terms and conditions that are applied with unrelated parties.

The nature of the Bank’s activity requires dealing with some of its shareholders, members of the board of directors and
companies owned by them.

The following are the balances of these transactions on the balance sheet date:

2007 2006

YR Million YR Million
Direct and indirect financing 42,053 13,808
Current and saving accounts 33,871 7,468
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48. TAXATION

- Income tax and salary tax are paid and cleared until the year 2005.
- The corporate tax has been settled in accordance with the Ministry of Finance Decree No. (7) of 2004 concerning self
assessment on major taxpayers.
49. ZAKAT

The Bank has been cleared up to 2006.

50. COMPARATIVE FIGURES

Some comparative figures were reclassified to conform with this year financial statement classification for more appropriate
presentation. Such reclassifications do not impact the previously reported net profit or shareholders’ equity.

51. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by Board of Directors on March 3, 2008 and a Board resolution proposing the
approval of the financial statements by the General Assembly of the shareholders was issued.
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