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(YEMENI CLOSED JOINT STOCK COMPANY) Grant Thernton Yemen
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P0.Bex 18043

Tal. + 367 1465024 /5
Fax, + 6T 1 465025

Report on the Consolidated Financial Statements b e

We have audited the accompanying consolidated financial statements of Tadhamon
International Islamic Bank (Yemeni Closed Joint Stock Company) and its subsidianes
(together referred to as the “Group™), which comprise the consolidated statement of financial
position as at December 31, 2011, the consolidated  starement of comprehensive income,
consolidated statement of changes in sharcholders’ equity, consolidated statement of cash flow,
consolidated statements of changes in restricted investments and consolidated statement of
sources and uses of Qard Hasan fund for the vear then ended, and a summane of significant
accounting policics and other cxplanatory notes (1-54),

Management's Responsibility for the Consolidaved Financial Starenments

The management is responsible for the preparation and fair presentation of these consolidared
financial staements in accordance with Inermmational  Financial Reporting Standards, e
Accountng Standards for lslamic Financial Institutions, Central Bank of Yemen instructions
and rthe lslamic Sharia’s principles. This responsibility includes: designing, implementing and
maintaining internal control relevant o the preparation and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due o fraud or error;
selecring and applying appropriare accounting policies; and making accounring esrimares rhar are
reasonable in the creumstanees,

Auwditer's Responsibility

Chur responsibility is to express an opinion on these consolidated financial statements based on
our audic. We conducred our audic in accordance with International Standards on Auditing, the
Audit Standards of the Islamic Financial Insttutions and the applicable laws and regulations.
Those standards require that we comply with ethical requirements and plan and perform the
audit 1o obain reasonable assurance whether the consolidated Gnancial statements are free from
material misstatement,

An audit involves performing procedures w0 obtain audit ovidence about the amounts and
digclosures in the consolidated financial statements, The procedures selected depend on the
auditors” judgment, including the assessment of the risks of material misstaternent of the
consolidated financial statements, whether due o fraud or crror. In making those risk
assessments, the auditor considers internal contrel relevant to the entiry’s preparation and fair
presentation of the consolidated financial statements in order w design awudit procedures that are
appropriate in the cireumstances, but not for the purpose of expressing an opinion on the
effectveness of the proup’s internal control. An audit also includes  evaluating  the
appropriateness of accounting policies used and the reasonablencss of accounting estimates
made by management, as well as evaluating the overall presentation of the consolidated financial
statements

We believe that the audit evidence we have obtained 15 sufficient and approprate to provide a
basis for our audit opinion,
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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 consolidated financial statements present fairly, in all material respects,
the consolidated financial positon of the Group as at December 31, 2011 and its
consolidated financial performance, its consolidated cash flows and consolidated sources
and uses of Qard Hasan fund for the year then ended in sccordance with the Internatonal
Financial Reporting Standards, Accounting Standards for Islamic Financial Institutions,
Central Bank of Yemen’ instructions and Islamic Sharia’a principles.

(rcher Marters

The Financial Statements of the Bank as of December 31, 2010 was audited by another
auditor whose report dated March 31, 2011 expressed an unqualified opinion on those
statements.

Report on Other Legal and Regulatory Requirements
We have obtained from management the information and claficatons that we deemed

necessary for our audit. The Group keeps proper books of account, and the accompanying
consolidated financial statements are in agreements with these books.




Consolidated Statement of Financial Position
December 31, 2011

Notes Dec. 31, 2011 1,
stated
YR 000s YR 000s
Assets
Cash on hand and reserve balances with Central Bank of Yemen T 47,028,799 58,938 68T
Due from barks and financial institutions : 50,230 483 45 481 649
Murabaha financing transactions, net -] 39,568 B34 75,548,759
lstisna'a financing transactions, net 1 11,300,094 B 205054
Invesiments in Mudaraba conlracls, nel 13 24 188,905 16,226,730
Investments in Musharaka contracts, net 16 13,686 567 10,895,795
ljarah Muntania Sitamieek, net 17 305,867 532,899
Investments in real astate, net 18 115512736 109,808,719
Available for sale imvestments, net 18 42 692 874 39523123
Held-for-trading investments 20 BB8 37T 1,801,320
Investments in associates 21 - 61,761
Investments in Islamic Sukuk 1,148 575 -
Qard Hagan, net 233 16,173
Restricted investments 358,023 380,519
Cebit balances and other assels, net 22 6,045 932 7,041,939
Froperty and equipment, et 24 4,802,345 4,998 075
Total assets e ) __ _,_'___'E-_iﬁ,@ﬁﬁ 380,177,282
Liabilities, investments accounts’ holders and sharcholders' equity
Liabilities
Current agcounts and other deposits 25 71,411,981 82615807
Due to banks and financial instituticns 26 6,722 920 37 680
Credit balances of Murabaha 22,250 1,154 545
Credit balances and other habilitres 27 4 425 561 3519856
Otherprovisions 28 BBT087 1199184
_Total liabilities 83,469,899 88,527,076
Investments accounts” holders equity
Unrestricted investments and saving accounts’ holders 30 212,437 860 240,362,700
_Restricted investmentsaccounts 358023 390513
Total investments accounts’ heldersequity 212,795,883 240,783,219
Shareholders' equity
Share capital 32 20,000,000 20,000,000
Statutory reserva a3 15,800,069 15,500,069
General reserve 34 2681 246 982,000
Other reserves 35 25,753,811 12,231,252
Retained {deficit) earnings o fms0y 0 1.735135
Total equity attributable to equity holders of parent 61,823,625 50,848,456
Mon-controlling interest e 498243 48531
Total shareholders'equity 61,672,868 50,896 987
Total liabilities, investments accounts' holders and shareholders’ equity 358,138,660 380,177,282
Contingent liabilities and commitments, net P 6 66,271,325 66,262,500
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Consolidated Statement of Comprehensive Income
For the year ended December 31, 2011

Notes Dec. 31, 2011 Dec. 31, 2010
YR D00s YR 000s
Revenue of Murabaha and Islisna'a financing transactions a7 7,395 583 7.781,000
Revenue from other joint investments a8 10,001,045 4,120,515
17,396,638 11,901,515
Less:
_Return on unrestricted invesiments and saving accounts (11,757,264) (17,598 481)
5,629,374 (5,686,948)
Commissions and bank services charges revenue a9 1,841,364 1,885,087
Less. Commissions expenses and bank service charges (46,345) (56,306)
Foreign currencies exchange (loss) gain 40 (1,296,981 4 724707
Gain on investments in associales 28,387 4 180,154
Unrealized gain (joss) on held for trading investiments 108,382 (42,379)
Impairment of available for sale invesiments (341,503) {723.412)
Unrealized gain from investments in real estate - 1,971,317
Other operaling income LAl 446,485 501,948
Operating profit 6,479,073 6,824,150
Less:
Frovisions 42 (2.871,126) (1.778,895)
General and administrative expenses and depreciation 43 (5,433.871) {4,698,705)
Impairment of assets which titles have been transferred to the bank - (16,8400
Net (loss) profit for the year (1,825,924) 328,610
Attributable to:
Equity holders of the parent (1,826 6386) 328,419
_Nencomrolingimeerest T2 191
Net {loss) profit for the year (1,825,924) _ 328,610
{Losses) earnings per share a4 (91.3) 16.4
Met {loss) profit for the year (1,825.924) 328 610
Met change of fair value:
Awvailable for sale invesiments a5 2 180,603 (2,208 628)
_Investments in real estate a5 11,331,956 (2.902,753)
Total comprehensive income {loss) for the year 11,696,635 (4,783,771)
Attributable to:
Equity holders of the parent 11,695,923 {4.783917)
_Noncontolinginterest T2 14
- " T hiamew sy
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Consolidated Statement of Changes in Shareholders’ Equity
For the year ended December 31, 2011

Pad-Up 513 ¥ Cthar

! R e L Paserve
YR H0s

For the (4 - 31, 3011
Balancs at Jameary 1, 2011 200000000 15,500,065 S8 000 12231252 1,735,135 50,848 456 48,531 50,696,887
Shane preaem = i . i R . . .
bled s in fak value fesaces - - - 13,522 550 - 13,522 560 13,522 559
gl ropweent in CurEnGy irnslabon drlsnenoes . . . . . . . .
et s for the year . = (1,828,636) {1.E26,835) M2 {1,828 424)
Dwvidends to sharsholders i - - (720, F54) - = (T30, 754} I £
Balance ot Decomber 31 3011 o 20,000,000 15,900,069 261,246 25,753,811 191.801) B1A23625 49243  6187L868
Far the yoar ended Dec, 31, 2010
Balaog ol Jangary 1. 3010 20,000,000 1590002 1,068,000 17004, 430 1.406.716 55,380,167 17880 55308056
Sham promuT - a7 - - - 57 . 57
Ml migwarmet in i valus resene - - - {5,112.381) - (6.112,391) (45)  (5.912.426)
Mgt maverssnt in cumency Eafslaton dferences - . - 339,104 . 330,104 a0 408 80 85D
tt profit for the year - . 128419 a4 191 28810
_Devidends lo shavenolders _ . = (&7 D00y = . (BT 000) = BT 000
Balanciy at Decimber 31, 2010 - _ 20,000,000 15,500,068 _982000 12,231,252 1735135 50,548 456 48 531 50,396 987
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Consolidated Statement of Cash Flows
For the year ended December 31, 2011

Dec. 31, 2011

Dec. 31, 2010
Restated

YR 000s

YR 000s

Met (loss) profit for the year {1,825,924) 328,610
Ad b il loss) profit to cash flows from o ting activiti
Depreciation of property and equipment 511,233 461,919
Provisions 2871128 1,778,895
Provision for end of servica compansation 296 847 148,386
Net gains on sale of property and equipment 6,108 1.845311
Gain from investments in associates . (4,1B0,154)
{Gain) loss on revaluation of held-for-drading investmants {108, 382) 42 379
Translation differences of heid-for-trading investments - (27.179)
Impairmert of available for sale investmants 341,593 2,207 453
Uinreahzed gain from impairment of investments in real estate - 2902753
Provisions used (T.075478) (683,709}
Provisions reversad (293,081) {263,722)
Foreign currency translation of property and eguipment 332,251 {5,508)
Translation differences on foreign currency - 369,650
Return of unrestricted investments and saving actounts 11,767,264 17,5088 481
Operating profit before changes in assets and liabilities related to 6,813,547 22 521,875
operating activities
Decrease (increase) in reserve balances with CBY 12,531,661 (9,760 _304)
Decrease in Card Hasan 15,840 509,185
Decrease in debit balances and other asaets 730,143 1,337 826
Increase in credit balances and other liabilities 905,805 332,778
_Net cash flows from operating activities (1) . 20,996,986  14,941160
Cah Al from in ivities:
Mecrease (increase) in financing Murabaha transactions 33,243,807 (6,085 664)
Increase in financing |stisna'a a transactions (3,172,547 {1,424 144)
{Increase) decrease in investments in Mudaraba confracis (1,988,411) 1,382,813
Decrease in ljarah Muntahia Bittamleek 227132 367,881
Increase in investments in Musharaka contracls (2,505354) (1,314,215
Decrease (increase) in investments in real estate 5627939  (27.467.351)
Decrease in held-for-trading investments 741,325 1,218 912
Proceeds from property and eguipment 53.475 .
Decrease in credit balances of Murabaha (789,513) .
Increase in available for sale investments (1,320,741) {9,291 ,634)
Decrease (increase) in investments in associates 81,761 (8,805)
Increase in investments in Islamic Sukuk (1,148,575) .
Decraase in deposits with financial institutions 3,460,780 5,115,796
Net payment 1o purchase property and equipment (707,337) (2 956,855)
_Met cash flows from (used in) investing activities {2) M, 753,741 {40,464,266)

Soe accomparnying notes to the financial statements
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Consolidated Statement of Cash Flows (Continued)

For the year ended December 31, 2011

MNotes Dec. 31, 2011

Dec. 31, 2010
Restated

Cash flow from financing activities;

YR 0005

YR 000s

Increase in share premium - 57
{Decrease) increase in unrestricted investments and saving accounts {27 .924,840) 23,643,240
{Decreass) increase in current account and other deposits {11,203 ,826) 13,657 944
Imcrease (decrease) in due to banks and financial institutions 5,685.240 (3,710)
Divicends paid to depositors {11,757,264) (17,674 577
Dividends paid 1o shareholders and Board of Directors (720,754) (373
Met cash lows (used in) from financing activities (3) (44,921, 444) 19,622,581
_MNet change in cash and cash equivalents{1+2+3) 7,828,283 (5,700,525)
Cash and cash equivalents at January 1 43,775,764 48,476,289
Cash and cash equivalents at December 31 . 51,605,047 43,775,764
Cash and cash equivalents consist of:
Cash on hand and balances at CBY, other than reserve 28 220,344 3,135120
Due from banks and financial institutions maturing within 3 months 23 384,703 12 840,635
— 51,605,047 43,775,764
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Consolidated Statement of Change in Restricted Investments

For the year ended December 31, 2011

Trade in Real estate
Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s

Total
Dec. 31, 2011 Dec. 31, 2010
¥R 000s ¥R 000s

Investments as at December 31 358,023 380,518

Number of units as at December 31 1 1

358,023 290519
1 1




Consolidated Statement of Sources and Uses of Qard Hasan

Fund

For the year ended December 31, 2011

Dec. 31, 2011

Dec. 31, 2010

YR 000s

Balance as at January 1:

YR 000s

Outstanding utilized loans 21,480 530,885
Add: Sources of Gard Hasan
Transfer from custormers’ current accounts 5,494 21,480
Less: Uses of Qard Hasan
_Payment to customers currentaccounts (6741) (530,665
Balance as at Decembar 31;
Outstanding utilized loans 233 21,480
Less: Qard Hasan fund provision . (5,307}
—— 233 16,173

The following shows the iransactions of Qard Hasan provision:

Dec. 31, 2011 Dec. 31. 2010

¥R 000s YR 000s

Ealance as at January 1 5307 5,307

Provided during the year - -

Provision reversed (5,307 -
_Balance as at December 31 = 5307
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Notes to the Financial Statements
For the year ended December 31, 2011

1. Background

Tadhamon International Islamic Bank (the Bank)- a Yemeni closed joint-stock company - was established
under the name of Yemen Islamic Bank for Invesiment and Development in accordance with the Ministerial
Diecree 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 sharcholders 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 finanee, invest, and offer banking services in accordance with Article Ne. (3) of
the Bank’s Articles of Association which states that the bank performs its activities in conformity with the
preceprs of Islamic Shan'a.

The Bank started its activitdes on July 20th, 1996, through the main branch in Sana’a and expanded o (23)
branches all over the Republic of Yemen, in addition to the subsidiaries inside and outside Yemen as follows:

Percentage of equity

Subsidiaries name

2011 2010
Tadhamon Capital B.S.C - Bahrain 99.9% 99.9%
Tadhamon Real Estate Ltd.-Yemen 95.0% 95.0%
Al-Wedad for Trading and Investment - Yemen 95.0% 95.0%
2. Preparation basis of the consolidated financial statements

The consolidated financial statements and all subsidiaries financial statements are prepared and presented in
accordance with Accounting Standards for Islamic Financial Institutions, and also in accordance with
International Financial Reporting Standards and instructions issued by CBY.

3 Changes in accounting policics

At the date of authorizaton of these consolidated financial statements, certain new standards, amendments
and interpretations to existing standards have been published but are not yet effective, and have not been
adopted early by the Bank.

Management anticipates that all of the relevant pronouncements will be adopted in the Bank's accounting
policies for the first period heginning after the effective date of the pronouncement. Information on new
standards, amendments and interpretations that are expected to be relevant to the Bank’s financial statements
is provided below. Certain other new standards and interpretations have been issued bur are not expected to
have a material impact on the Bank's financial statements.

IFRS 9 Financial Instruments

The IASB aims to replace IAS 39 Financial Instruments: Recognition and Measurement in its entirety. (IFR3
) is being issued in phases. To date, the chapters dealing with recognition, classification, measurement and de-
recognition of financial assets and liabilities have been issued. These chapters are effective for annual periods
beginning January 1, 2013, Further chapters dealing with impairment methodology and hedge accounting are
still being developed.
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The Bank’s Management has yet to assess the impact of this new standard on the financial statements of the
Bank. However, they do not expect to implement IFRS 9 untl all of its chapters have been published and they
can comprehensively assess the impact of all changes.

IFRS 10 Consolidated Financial Statements (IFRS 10)

IFRS 10 supersedes 1AS 27 Consolidated and Separate Financial Statements (IAS 27) and SIC 12
Consolidation — Special Purpose Entities. It revised the definidon of control together with accompanying
guidance to identify an interest in a subsidiary. However, the requirements and mechanics of consolidation
and the accounting for any non-controlling interests and changes in control remain the same.

IFRS 11 Joint Arrangements (IFRS 11)

IFRS 11 supersedes LAS 31 Interests in Joint Ventures (TAS 31). It aligns more closely the accounting by the
investors with their rights and obligations relating to the joint arrangement. In addition, IAS 31°s option of
using proportionate consolidation for joint ventures has been eliminated. IFRS 11 now requires the use of the
equity accounting method, which is currently used for investments in associates.

IFRS 12 Disclosure of Interests in Other Entities (IFRS 12)

IFRS 12 integrates and makes consistent the disclosure requirements for various rypes of investments,
including unconsolidated structured entities. It introduces new disclosure requirements about the risks o
which an entity is exposed from its involvement with structured entities.

Consequential amendments to IAS 27 and IAS 28 Investments in Associates and Joint Ventures (IAS
28)

IAS 27 now only deals with separate financial statements. IAS 28 brings investments in joint ventures into its
scope. However, IAS 28% equity accounting methodology remains unchanged.

IFRS 13 Fair Value Measurement (IFRS 13)

IFRS 13 does not affect which items are required to be fair-valued, but clarifies the definition of fair value and
provides related guidance and enhanced disclosures about fair value measurements. It is applicable for annual
periods beginning on or after January 1, 2013, The Bank’s management has vet to assess the impact of this
new standard.

Amendments to IAS 1 Presentation of Financial Statements (IAS 1 Amendments)

The [AS 1 Amendments require an entity to group items prcs,r:n:::d in other comprehensive income into those
that, in accordance with other IFRSs:

(a) will not be reclassified subsequently to profit or loss and

(b) will be reclassificd subscquently to profit or loss when specifie conditions are met. It is applicable for
annual periods beginning on or after July 1, 2012, The Bank’s management expects this won't change the
current presentation of items in other comprehensive income; however, it will not affect the measurement or
recognition of such items.

Amendments to IAS 19 Employee Benefits (IAS 19 Amendments)
The TAS 19 Amendments include a number of targeted improvements throughout the Standard, The main
changes relate to defined benefit plans. The amended version of TAS 19 is effective for financial years

beginning on or after January 1, 2013, The Bank’s management has yet to assess the impact of this revised
standard on the Bank’s financial statements,
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4, Significant accounting policies
4.1 Accounting convention

The consolidated financial statements are prepared on a going concern basis and accordance to the historical
cost basis, except available-for-sale investments, investments in real estate and financial instruments (financial
assets and liabilities) held at fair value, and in accordance with Accounting Standards for Islamic Financial
Institutions, and instructions issued by CBY.

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

4.2 Consolidate financial statements

The consolidated financial statements comprise the financial statements of the Bank and the entities
controlled by (subsidiaries). The control is achieved when the Bank has the authority to control the financial
and operating policies of the subsidiary.

The consolidated financial statements included all balances of assets, liabilities and tesults of operation of
subsidiaries after eliminating all balances and transactions and statement of comprehensive income items
which result from intra-group transactions,

The consolidated financial statements Non-controlling interests represent the portion of profit and loss and
net assets not owned, directly or indirectly, by the Group and are presented separately in the consolidated
financial statements and within equity in the consolidated staterment of financial position, separately from the
parent sharcholders” equity.

4.3 Valuation of Murabaha and Istisna’a financing transactions

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’ contracts,

In order to comply with the requirements of CBY, provision is provided for specific debts and contingent
liabilities, in addition to a percentage for general risk calculated on the total of Murabaha and Istisna’a
contracts or contingent liabilitics, in addidon to a percentage for general risk calculated on the total
investments of Murabaha and Istisna’a contracts and contingent liabilities after deducting balances secured by
deposits and banks® guarantees issued by foreign worthy banks. Provision is determined based on periodical
comprehensive reviews of the portfolio and contingent liabilitics and made in accordanee with the following
minimum rates:

Performing debts including watch list 1%
Substandard debts 15%
Doubtful debts 45%0
Bad debts 100%0

Debts relating to financing Murabaha and Istisna’a transactions are written off if procedures taken toward
their collection prove useless, or if directed by CBY examiners upon review of the portfolio. Proceeds from
debts previously written off in prior years are credited to the provision,

Debits relating to financing Murabaha and Istisna’a transactions, whether short or long term, are presented on
the statement of financial position net of related provisions (non performing debts provision and general risk
provision on performing debts), and deferred revenues,

4.4 Valuation of investments in Mudaraba and Musharaka contracts

Investments in Mudaraba and Musharaka contracts are recorded on the basis of the amount paid to the capital
of Mudaraba or Musharaka. Investments in in-kind Mudaraba and Musharaka contracts are recorded based on
the agreed-upon value berween the Bank and the customer or partner. Accordingly, any differences berween
this value and the book value are recorded as profits or losses in the consolidated statement of comprehensive
IMCOMme.
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In order to comply with the requirements of CBY, provision 15 provided for specific Mudaraba and
Musharaka contracts which realized losses, in addition to a percentage for general risk calculated on the total
investments of other Mudaraba and Musharaka contracts afrer deducting balances secured by deposits and
banks” guarantees issued by worthy banks.

Provision is determined based on perodical comprehensive reviews of the portfolio and made in accordance
with the following minimum rates:

Performing debts including warch list 1%
iy

Subsrandard debis 15%
Doubtful debs 45%
Bad debts 100%%

Ar the end of each vear, the Mudaraba and Musharaka capital is reduced by losses incurred which are charged
to the statement of comprehensive income.

Investments in Mudaraba and Musharaka contracts are presented on the statement of financial position at
carrying value which represents cost less recogmized losses and related provisions (provision for non-
performing debts and general risk provision on performing debrs).

45 Ijarah Muntahia Bittamleck

Assets acquired for Tjarah Munthbia Binamleek are recorded ar historical cost less accumulated depreciaton
and impairment losses. They are depreciated, except for land, over the ljarah term,

At the end of the larah term, ttle of leased assets passes to the lessee, provided thar all liarah insmalments are
settled by the lessee,

4.6 Valuation of investments in real estate

Investments in real estate are treated as a portfolio. After inital recognition, investments in real estare arc
subsequently measured at fair value (instead of the cose less impairment losses in accordance with CBY
instructions). Unrealized gain or losses ansing from a change in the fair value are recognized in the fair value
reserve under equity o the exrent of the available balance of the reserve. In case such losses exceed the
available balance, the unrealized losses are recognized in the starement of comprehensive income under
“unrealized re measurement gain or losses on investments”, and when the investment is sold the cumulative
gain or loss previously recognized in equity is included in the consolidated statement of comprehensive
income.

In cases there are unrealized losses thar have been recognized in the starement of comprehensive income in a
previous financial period as a result of where objective evidence exists that a specific investment is impaired,
the unrealized gain related 1o the current financial period shall be recognized w the extent of crediting back
such previous losses in the statement of comprehensive income. Any excess of such gain over such prior-
peniod losses shall be added o the investments fair value reserve i the statement of financial positon, A
significant or prolonged decline in the fair value below its cost is an objective evidence of impairment.

4.7 Valuation of available for sale investments

After inital recognition of available for sale investments, they are subsequently measured at fair value
individually. Unrealized gains or losses arising from a change in the fair value are recognized directy in the fair
value reserve under equity (instead of statement of comprehensive income in accordance with CBY
instructions] until the investment is sold, at which time the cumulative gain or loss previously recognized in
equity is included in the consolidaed statement of comprehensive income.




In cases there are unrealized losses that have been recognized in the statement of comprehensive income in a
previous financial period as a result of where objective evidence exists that a specific investment is impaired,
the unrealized gain related to the current financial period shall be recognized to the extent of credinng back
such previous losses in the statement of comprehensive income. Any excess of such gain over such prioe-
period losses shall be added o the investments fair value reserve in the statement of financial positgon. A
significant or prolonged decline in its fair value below its cost is an objective evidence of impairment. In case
that reliable estimate of the fair value of these investments cannot be obtained due ro lack of either quoted
market prices or tangible stability in its prices and also cannot be determined with sufficient accuracy, as future
cash flow are not determinable, these investments were carried at cost,

4.8 Valuation of held-for-trading investments

The investments which were held for trading are recorded ar cost on the acquisition date in the financial
statement date shall be re-measured at fair value. The differences are taken to the statement of comprehensive
income.

4.9 Valuation of investments in associates

Investments in associates which the Bank has significant influence over are recorded at acquisition cost. At the
consolidated financial statements date, these investments are adjusted according to the Bank’s share in the
equity of associates based on the approved financial statements of these companies. This adjustment is taken
to the statement of comprehensive income,

4.10 Investments in Islamic { Sukuk )

Investments in Islamic Sukuk are recognized at the nominal value, and the value of Sukuk is payable in whole
value as they mature, and its available for trading in the secondary market, and the acerued revenue is
distributed periodically every year.

4.11 Valuation of restricted investments

Murabaha transactions financed by restricted investment accounts are recorded on the same valuation basis
mentioned above (Note nos. 4.3 and 4.4) with related profits (losses) and provisions taken to restricred
investment accounts net of the Bank’s share for managing these investments,

4.12 Valuation of assets for which titles have been transferred to the Bank

Assets for which titdes have been transferred to the Bank are recorded in the statement of financial position
under “Dehit balances and other assets™ at the values carried by the Bank less any impairment in its value ar
the financial statements’ date. This impairment is charged to the consolidated statement of comprehensive
income, in case of increase on these assets the difference are recognized in the consolidated statement of
comprehensive income to the extent of impairment previously recognized.

4.13 Property and equipment

Fixed assets are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is
charged 1o the statement of comprehensive income on the straight-line basis over the estimared useful lives of
items of property and equipment. The depreciation method, useful lives and residual value, if any, are
reassessed annually by the Bank's management. The estmated useful lives are as follows:

i ful Liv
Buildings 40 Years
Machinery & equipment 10 Years
Motor vehicles 5 Years
Furniture and fixtures 540 Years
Computer equipment 5 Years
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4.14 Impairment of assets

The Bank reviews the carrying amounts of the assers, according o its mareriality, ar the financial statements
date to determine whether there is any indication of impairment. If such indication exists, the assets’
recoverable amount is estimated and compared with the carrying amount and any excess in the carrying
amount is charged 1w the consolidated staement of comprehensive income.

Any increase in the value of the assets is also recognized in the consolidated statement of comprehensive
income provided that the increase does not exceed the original recoverable value of the asset before
impairment.

4.15 Other provisions

A provision is provided for present legal or constructive obligations as a result of past events and it is
probable that an outflow of cconomic benefits will be required to settle the obligaton based on the study
prepared by the Bank in order to estimate the amount of the obligation.

4,16 End of service benefit

End of service benefit for uninsured Bank emplovees is calculated ar 9% of last gross salary for each complete
maonth of service. The accrued benefit is included in other provisions,

4.17 Taxation

Far the Group operations inside Yemen, the taxes are calculated in accordance with the prevailing laws and
regulations in the Republic of Yemen.

For the Group operations owside Yemen, taxes are calculated based on tax laws and regulations in other
countries in which the Group operates,

Provision for tax labilitics is made after conducting the necessary studies and in consideration of tax
ASSCSSMENTS.

4.8 Contingent liabilitics and commitments

Contingent liabilitics and commitments, in which the Bank is a party, are presented off financial position, net
of margin held from customers, under “contingent liabilities and commitments™ as they do not represent
actual asses or liabilites at the financial staements date.

4.19 Cash and cash equivalents

Far the purpose of preparing the cash flow statement, cash and cash equivalents consist of cash on hand, cash
balances with CBY, other than reserve balances, and current accounts with other banks due within three
maonths,

4.20 Revenue recognition

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

In nts in M nd Mush

Profirs on invesmments in Mudaraba and Musharaka conrraces, which initate and rerminare during the financial
vear, are recorded in the consolidated statement of comprehensive income,

Profits on investments in Mudaraba and Musharaka contracts, which last for more than one financial year, are
recorded, based on cash profits distributed on these rransactions during the year.
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. Commissions’ revenues and bank services
Commissions” revenues and bank services charges are recognized as the relawed services are performed,
d. Investments in associates

Revenue from investments in associates are recorded based on the Bank’s share in the equity of these
companies in accordance with the approved financial statements of these companies.

e, Available for sale investments

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

f. Ijarah Muntahia Binamleck
The Tjarah Muntahia Bictamleck revenues are recorded over the term of the lease contract.
4.21 Prohibited revenues

Revenues prohibited by Islamic Sharia’a are recorded in a separate account under “Credit balances and other
liabilities™. They are utilized in the areas approved by the Bank’s Sharia’ Board,

422  Foreign currencies transactions
Functional currency for the group
The Bank maintains its accounting records in Yemeni Rial, (presentation currency),

Foreign currencies translations

Transactions in other currencies are recorded during the financial year at the prevailing exchange rawes at the
date of mansacton, Balances of monetary assers 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 statement of comprehensive income,

The assets and liabilities of the subsidianies at the consolidated financial statements date are translated into
Yemeni Rial (presentation currency) at the prevailing exchange rates at that dare. The income and expenses of
these subsidiaries are translated at the average exchange rates during the year. Exchange differences arising on
rranslation are taken directly to other reserves within sharcholders” equiry.

The Bank does not engage in forward contracts to meet it obligations in forcign currencics, nor does it
engage in foreign exchange contracts to cover the risk of setlement of future liabilies in foreign
Currencics.

423  Supervision of central bank of yemen

The Bank’s activities are subject to the supervision of CBY in accordance with the prevailing banking laws and
regulations in the Republic of Yemen and those relating to Islamic banks.

424 Sharia'a board
The Group's activities are subject 10 the supervision of the Sharia®a Board which consists of 3 members

appointed by the Bank's General Assembly to monitor the Bank's activities according to the [slamic Sharia’
rules.
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4.25 Falkat

Zakat is computed according o the directions of the Sharia’a Board of the Bank and collected from the
sharcholders on behalf of the relevant government authority. The amount collected is remitted o this
authority, which decides on the allocation of the Zakar

5. Financial instruments and managing their related risks
51 Financial instruments
a. The Group’s financial instruments consist of financial assets and habilines. Finaneial assets include

cash balances, current accounts, deposits with banks and financing of Murabaha, Istisna’a, Mudaraba
and Musharaka transactions, investment property, ljarah Muntahia Birramleek, financial investments,
investments i associates and investments in Islamic Sukuk. Financial habilines include current and
saving accounts, due ro banks and investment accounts. Also, financial instruments include rights and
obligations stated in contingent liabilities and commitments,

Note (4) to the consolidared financial statements includes significant aceounting policics applicd for recording
and measuring significant financial instruments and their related revenues and expenses,

b. The fair value of financial assets waded in organized financial markets is determined by reference w
quoted market bid prices on a regulated exchange at the close of business on the year-end date, For
financial assets where there is no quoted market price, a reasonable estimate of fair value is
determined by reference to the current marker value of another instrument which is substantally the
same. Where it is not possible to arrive at a reliable estimate of the fair value, the financial assets are
carried ar cost until somerime reliable measure of the fair value is available. The following rable
provides a comparison by class of the carrving amount and fair values of the Bank's financial
nstruments that are carried in the financial statements.

The table does not include the fair values of non-financial asset and non-financial liabilides.

Dwec, 31, 2011 Dec. 31, 2010
Met Book Net Book

Value  Wet Fair Value Value  Met Fair Value
YR 000s YR 000s YR 0008 YR 0008

Financial asset

Cash on hand and reserve balance with the CBY 47,028,799 47,028,729 58,938,637 58,938,687
Duser froem banks and financial instutions 50,230,489 50,230,489 46,483,649 46,483,649
Murabaha financing transactions, net 39,968,834 39,960,034 75,548,759 75,548 759
Istizna’a financing fransactions, net 11,300,084 11,300,004 8,200,034 8,208,034
Investments in Mudaraba contracts, net 24,188,905 24,188,905 16,226,730 16,226,730
Investmants in Musharaka contracts, nat 13,686,567 13,686 567 10,895,795 10,895,795
§arah MuMahia Bittamleek, net 305,867 305,867 532,939 532,999
Investments in real estabe, net 115,512,736 115,512,736 109,808,719 109,808,719
Available for sale investments, net 42,692,874 42,692 874 39,523,123 39,523,123
Held-lor-trading nvestments 868,377 B6E.37T 1,501,320 1,501,320
Investments in associates - - 61,761 61,761
Investments in |slamic Sukuk 1,148,575 1,148,575 - -
Restricted invesiments 358,023 356,023 380,519 390,519
Financial liabilities

Current azcounts and other deposits 71,411,981 71,411 981 82 615807 a2 615,807
Due o banks and financial instiutions. 6,722,920 G,722,920 37 630 37,680
Unrestricted investments and saving accounts 212,437,860 212437 860 240,362,700 240,362,700

C Fair Value Hicrarchy:

The Group measures fair values using the following fair value hicrarchy that reflects the significance of the inputs
used in making the measurcments:

Level 1@ Fair values are based on quoted prices (unadjusted) in active markers for identical assets,

Level 2: Fair values are based on inputs other than quoted prices included within level 1 thar are observable for the
assers either directly (i.e, as price) or indirectly (.. derved from prices).

Level 3: Fair values arc based on inpurts for assers that are not based on observable marker dara.
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d. Financial instruments for which fair value approsimates earrying value:

For financial assers and financial liabilitdes thar are liquid or having a term maturity of less than three months, the
carrying amounts approximate to their far value.

5.2 Risk management of financial instruments

Risk is inhcrent in the Group's activices but it is managed through a process of ongoing dennficaton,
megsurement and monitering, subject to ask imits and other controls. This process of nsk management is critical
tor the Group's continuing profitability and each individual within the Group is aceountable for the nsk exposures
relacing 1o his or her responsibilitics.

Monitoring and controlling risks is primarily performed based on limits established by the Group, These limirs
reflect the business stratcey and market covironment of the Bank as well as the level of tisk that the Bank is willing
to accept, with additonal emphasis on selected indusimes,

Intormation compiled from all businesses is examined and processed in order to analvee, control and identify cary
risks. Thiz information is presenced and explained wo the Board of Direcrors (ulimarely responsible for identifving
and controlling risks), the nsk commurntee, and the head of cach business division.

The Group is exposed to eredit risk, liquidity risk, interest eate nsk, currency risk, operating risk and other risks,

a. Credit risk

Financing of Murabaha, lstsna’a, Mudaraba, Musharaka transactions and ljarah Muntahia Bittamleck and their
related debes, current accounts, deposits with banks and financial investmenes and nghts and obligatons from
others are considersd Anancial assers exposad o credit nsk. Credic nsk represents the inability of these parties o
meet their obligations when they fall due. In order to comply with CBY cireular Mo, 100 of 1997 reparding the credit
risk exposure, the Group adheres to certain minimum standards in order 1o properly manage its eredit risk such as:

*  Preparing crediv studies on eustomers and banks before dealing with themn and derermining their related credin
risk rating,

*  Obtaining sutticicnt collaterals to minimize the credit nsk exposure which may result in cases of insolvency of
customers and banks.

*  Following up and periodical reviews of customers and banks in order 1o evaluate their financial positions,
eredit rating and the required provision for non-perfarming debes,

*  Distributing credit portfolio and investments over diversified sectors to minimize concentration of credit nsk.

The table below shows the maximum exposure 1o credit risk for the components of the Anancial position, The
maximum exposure is shown gross, before the effece of mitgatgon by the use of collateral agreements:

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s

Cash on hand and reserve balances CBY (excluding cash on hand and ATM, 29,716,097  42.247.648

Due from banks and financial institutions 50,230,485 46 483 649
Murabaha financing transactions, net 39,968,834 75 548 758
Istisna‘a financing transactions, net 11,300,094 8,209,034
Invasiments in Mudaraba contracts, net 24,188 905 16,226,730
Invastimenls in Musharaka conlracls, net 13,588,567 10,895,795
ljarah Muntahia Bittamleek, net 305,867 532,999
Invesiments in real estate, net 115,512,736 109,808,719
Available for sale investments, net 42692874 39523123
Held-for-trading investimenis 863,377 1,501,320
Invasiments in associates - 61,761
Irvestments in Islamic Sukuk 1,148,575 -
Restricted investments 258,023 390,519
Debit balances and other assets 6.045.932 7.041.939

336,023,370 358,471,995
Contingent liabilities and commitments 66,271,325 66,262,500
Total credit exposura 402,294,695 424,734,495
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The Group manages concentration of sk by distnbuting the portfolio and contingent liabilines and commitments
over diversified ceonnmic seetors and geographical loeations, Mote no. 46 shows the diseibution of assers,
liabilitics, eontingent liabilities and commitment based on eeonomic seetors and Note no. 47 shows the distribution
of financial instruments based on geographical locations at the financial statement date.

b. Liquidity rish

Liguidity risk iz the nisk thae the Group will be unable teo meer itz obligations when they fall due and other rigks
related to sufficient liquidity withour incurring losses on tmely basis, To limie this sk, the Group's management in
addition to its core deposit base, manages assets with ligquidity in mind and monivors future cash flows and liquidiey
o a daily basis and has arranged diversified funding sources.

The table below shows the maturity analysis for financal habiliges that shows remaining contractual matunes:

2011

Fram 3 Fram E

Lessthan 3 Months 1o § Mambs Lo Creur
Linkilitiea Marifa Manihs 1 Yoar 1 Yaar
YR #00s YR 000s YR 0D0s YR #00s

Dhur b0 banis g Mnancial instftulions B.722520 B B - 8,722,820
Cufram Aocounts and other depasts 22602332 27883230 10,310,000 10616410 71,411,981
Unrestricted invsimants and saving acount's Holdsis A3 561,744 58,132,760 58213376 52439071 212,446,860
Hestncled r s _ i 58 3 : 88
Total Nabilitios 71906906 86,016,008 62,881,200 3055401 290,039,734
2010
Froem 3

Loss than3  Months to & Ovvwr

Liahilities Wonths Months 1 Year 1 Year

¥R s ¥R 000 YR 000 ¥R 000
Dwe to barks and financial institutiors 17680 - - 7680
Current accounts and other depasits o6, 148 402 &2 25 a0 11,927,540 12,28 004 B2 B 807
Unrestricted invesiments and saving sccounl's Holders 49 401 057 65,774,200 65,855,380 59321973 M0352,700
Rosinchod iFreissmants - - 390.519 - 390.519
Total labllities T8 38T. 145 68032131 TR 183439 T1,003.087 333 4046, 708

In addition o the above, Note no. (45) shows the maturry anabysis of assets and liabilities and the net gap berween
them at the consolidated financial statements compared with last year.

c. Remirn rare rigk

Rerurn due on unrcstricted investments and saving accnuns s determined on the basis of Mudaraba contracr,
which determines profit (loss) shardng basis during the period. Accordingly, any change in the profitabilicy level will
determine the return ratio that the bank could pay to unresmicted investments and saving accounts holders.
Therefore, the bank is not exposed, directly, to the sk of change in return race.

Mot no, 31 shows the average allocation of investment and saving accounts return rate during the vear compared
with the last vear.

d. xchange rate risk

Due 1o the pature of the Bank’s activ ity, the Dank deals in different ﬁrl::'q_:n currencics, hepoe it is exposed o
exchange rate nsk. o order o minmmize the exposure w exchange rate nsk, the Bank 1= uying 1o muintain a
halanced foreign currendes position in compliance with CBY instrucdons and the requirements of CBY circular
Mo, 6 of 1998 which specifies thar individual foreign cumrency posinons should nor exceed 153% of the Bank's
n::1'|1'im| and reserves, and thar the apgprepate apen rwnifi:m for all foreign should nor exceed 23% of the Bank’s
capital and reserves

In order to comply with CBY circular no. 6 of 1998 the Bank regulatory monitors its ﬁ:lrl:i!_[l'l currency positions and
sells the excess funds in rLin.::I!_"II curreneics at the prevailing exchange rates at the date ol 1

RS RCLIOH.
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The table below shows the Bank’s significant net exposures to foreim currencies:

011
Saudi Slerling UAE Bahrain
ELURD Rial Potsnsd Dirhiam imar
YR 0003 YR 000 YR 0008 YR 0008 YR 0008
Apsets 142,875,156 5,138,940 37,580,322 3,368,927 32,534 445 G647, 115
Linbilltias 129,791,789 2,927 09T 17,601,634 e G118 171 440 -
Het currency posiion 13,083 RET 3,211,843 19,388 GRR & AT6, 300 32363 005 B 647,315
Kuraeniti 1 Sudanese Jordanin
Drinar 1 Potnd
YR 000s 1 o YR 00ds
Asssts 114,032 1,707 853 22573 B, 116,546 310,574 237 426483
Linbiitios 50 268 458 160043404
Het currency position 58, 164 1,707 683 22118 &, 116, 546 310,674 R 481,079
Saudi Sterling Hahrain
U5 dollar Rial Potnd Drinmar
YR O00s YR 000s YR 00ds 'R 000s
ARsEts 150,618,166 6,259,733 28,581 927 680,522 32,709,322 6.637,192
Linbiitics 133,890,179 4,508 500 20.976.391 209,433 125,500 :
Het currency position 16,728 587 1,671,141 8,618,636 3,371,089 32,583 532 6,617,192
2010
Japanes Swissalr Sudanesn
YEN Frank Pound
YR 0005 YR 00ds ¥R 0005
Asscts 81,000 1,688,070 5,247 8,125,234 235297413
Liabdl tas 40,108 - ] B0 - 1SH.865. 0407
Net currancy posith 40,892 1,688,070 (29,647) 8125234  79.432,016

Mot 48 w the consolidated financial staements mdicare the sipnificant forcgn currencics” positions at the fnancial
statements date compared with the last vear.
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(R ratinnal rizk

Operatonal nsk is the nsk of direce or indireer loss due t an event or acuon causing failure of wehnology, process
or personnel. The Group seeks o minimize acmual or potenual losses from operational nsks failure through a
framework of policies and procedures thar idennfy, assess, control, manage and report those nsks, Contmols include
effective segreganion of duties, access, authomzation and reconciliation procedures, staff education and assessment
IECCCRE0E,

f. Other risks

Oiher risks o which the Bank is exposed are regulatory risk, legal risk, and reputational risk. Regulatory risk is
controlled through a framework of complianee policies and procedurcs. Legal risk is managed through the effecrive
implementation of the advice of internal and external legal advisers. Reputational risk is conmrolled through  the
regular examination of issues that are considered 1o have repumatonal repercussions for the Bank, with
puidelines and policies being isswed as appropoate,

6. Capital management

The Group mainmains an actively managed capital base to cover risks inherent in the business, The adequacy of the
(&1 ||,||'|'5 mrlirﬂ s monitored using, among other measures, the rules and ratios established by the Basel Committee
on hanking supcrvision and the instructions adopred by the CBY,

The primary objectives of the Group™s capital management are to ensure that the Group complics with externally
:|||.|pl||:~1.:rj capital requirements and the Crroup omuntaing strong credit ratings and excellent capital ratios in onder Lo
support its business and w maximize sharcholders” value, The CBY requires cach bank in Yemen w maintin a
minimum ratio of toral capial t the nsk weighted assers ar or above the inermatonally agreed minimum of %6

The capital adequacy ratio caleulared compares between the core and supplementary capital with nisk weighted toal
assers and liabilitics at the consolidated financial statements date, is as follows:

Core capital 32,140 38,365
Supplemantary capital 1,243 2,010
Total capital 33,383 40,373
Risk-weighted assets and liabilities:

Taotal assats 24T 8459 224,199
Contingent liabilities and commitments 24,677 40,965
Total risk-welghted assets and Habilities 272,526 265,164
Capital adequacy ratio 12.25% %15,23

The core capital consists of paid-up capital, reserves (statutory and generl) and retined eamings or deficits{afrer
deducting investment in any local bank or financial company) while supplementary capital consists of general
provisions on performing debrs with percenrage 1% which should nor exceed more than 2% of rsk weighned
asaLrs.
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7. Cash on hand and reserve balances with Central Bank of Yemen

Thiz itern eonsists of the following as of December 31

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s

Cash on hand and ATM machines - local cumrency 5,004 826 4 842127
Cash on hand and ATM machines — foraign cumancy 12,307 876 11.848.912
17,312,702 16,691,039

Ressrve balances al CBY - local currency 9,582,813 9,213,806
Resarve balances al CBY — foreign currancy 20,123,264 33 033,842

29,716,097 42,247,848

47,028,709 58038 667

The reserve balances with CBY represent the reserve requirements against customers’ accounts in Yemend Rial and
foreign currencics. These funds are not available for the Bank’s daily busincss.

In accordance with CBY Circular No. (1] of 2008 effective from April 1, 2008, the percentage of reserve balances
held ar CBY on Yement Ral customer accounts was redeced from 109 (return beanng) tw 7% (non-rern
beanng). The percentge of reserve balances on foreipn currency customer accounts was reduced from 2004 (non-
return beanng) wo 10% {non-retum bearing),

8. Due from banks and financial instinations

This item consists of the following as of December 31

Dec. 31, 2011 Dec. 31, 2010

Restated
YR 000s YR 000s

Central Bank of Yemen
Currant account —local cumency 6,107,200 13,063,454
Currant account ~foraign currency 4,800,352 1.380.636

10,907,642 14,444,090

Foreign Banks

Current account 23,384,703 12,640,635

Deposits with Islamile_financlal institutions 15938 144 19,398 924
39,322,347 32,039,559

50,230,485 46,483 649
& Murabaha financing transactions, net

This item consists of the following as of December 31:

Dec. 31, 2011 Dec. 31, 2010

Restated

YR 000s YR 000s

Murabaha financing transactions 45,063,073 80,260,762
Less: Murabaha financing transactions provision (Note 10) (3,503,041)  (1,479,709)
Less. Deferrad revenues (1.591.198)  (3.232.284)

35,968,834 75,548,759
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MNon-performing Murabaha financing transactions amounting o YR 3,981,919 thousand at December 31,
Z011{2000: YR 1,228,558 lf':uuwml;. The |::l|'1:_1|-.1.|p of the above amount is as follows:

Dee. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
Substandard debis 98,697 524,068
Doubtful debls 383,081 135,985
Bad debis 3,500,191 568,525

3,081,918 1,228,558

o, Murabaha transactions provision

This 1tem consists of the following as of December 31

2011

General Total Total

YR s VR s YR s YR ¥R (00
Balance at Jaruary 1, ! TEL046 1479709 BABATY  GA3503 1.292,164
Prronvided dusring the year 2,354 458 [3F029) 2,024 309 BO, 507 107,353 187 BEB0
Provision used during the year [577) = {977) (315) - (315)
Balanze at Decomber 31, 3122124 380,917 3.803.041 T2BEEl  TH10dE 1,478,708

11. Istiana’a financing transactions, net

This itern eansists of the following as of December 31

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
Islisna‘a financing lransaclions 12,748,321 8,863,633
Less: Istisna'a financing transactions provision (Mote 12) (164, 407) (82,.920)
Less: Deferred revenues (1,283,820) (571,679)

11,300,094 8,209,034

Non-performing Istisna'a financing mansaction amounting to YR 9418 thousand at Decembser 31, 20012000 Nil).
The breakup of the above amount is as follows;

Dec. 31, 2011 Deec. 31, 2010

YR 000s YR 000s
Substandard debts 82580 -
Bad debis 1.128 -
8,418 -
12. Istisna’a financing transactions provision

This item consists of the following as of December 31

011 2010

Genural Todal Specific Ganeral Tolal

YR 0005 YR 0005 YR YR 0005 YR 0008
Balance at January 1, - 82 920 82,920 - 68,678 63,678
Provided during the year 5,178 TE308 81,487 = 14242 14,242
Balance at Decemberdi, 5178 159,220 164,407 - 82,920 82,920
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13 Investments in Mudaraba contracts | net

This item consists of the folloadng as of December 31

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
Investments in Mudaraba contracts - foreign 20,825,758 18,140,418
Invesiments in Mudaraba contracts - local 4,4599.197 5,196,126
25,324,955 23,336,544
Less: Investments in Mudaraba contracts provision (Mole 14) (1,136,080) (7,109,814}
24,188,305 16,226,730

4. Invesmments in Mudaraba contracts provision

This item consists of the following as of December 31:

2

Specific Total

¥R 0005 YR 0008

Balance at January 1, 7046 505 B2.820 T4 GSITARD  13TES 6665235
Provided during the year 488425 10.041 489 466 8684.603 - 888,603
Transtemed from gereral bo specific provision 52,788 |52,TBB) - 74 528 74 528 -
Uisad cunmg The year (6.473,230) = (6 &73E0) [312.652) - (312.653)
Prevision reversed . . [120,372) . {128.373)
Balancs ai December 31, 1,115.068 20082 1,136,050 7046985 62,820 7,109,814

15. Invesunents in Musharaka contracts, net

This item consists of the follewing as of December 31

Dec. 31, 2011 Dec. 31, 2010

¥R 000s ¥R 000s

Investmants in Musharaka confracts - foregn 12,394 GBD 2,068,019
Investmants in Musharaka contracts - local 1.873.113 2,694,420
14,267,793 11,762,439

Less: Investments in Musharaka contracts provision (Mole 16) (581.226) (BEE.G4A4)
13,6B6.56T 10,885,795

16. Investments in Musharaka contracts provision

This item consists of the following as of December 31:

2010

Specific

YR 000s
Balance al Jaruary 1, B42. 782 23,862 BE6.644 T0.814 80,262 801206
Provided during the year - - - 506,209 - 506,299
Transfemed from general 1o apachic provision - = - 86,430 (B, 430) -
Provigions used during the year - - (128.264) [128.264)
Plrovissonms reversed (241.578) (43 840) [28541E) 1312,507) [312.597)
Balance al Decernber 31, 601,204 119.978) 581,226 842,782 23,862 BEG.644
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17. Ljarah Muntahia Bittamleek, net

This item consists of the following as of December 31:

Dec, 31, 2011

Dec. 31, 2010

YR D00s YR 000a
Tatal cost 306,433 534,253
Lese: Deferred revenues (566) o
Less: Accumulatad depreciation - (1.254)
Net book value 305,867 532,999

The balance as ar December 31, 2001 represents the cose of 140 cars leased o various entities according 1o Tjarah
Muntahia Bittamleek contracts that end in 20013, The balance as ar December 31, 2000 represents the cost of 180
cars leased o various entities according to larah Muntahia Bittamleek contracts thar end in 2013.

18. Investments in real estate, net

This item consists of the follewing as of December 31:

Dec. 31,2011 Dec. 31, 2010

YR 000s ¥R 000s
Investmants in real estate — foraign 81,405,876 82,513,338
Imvestments in real estate - local 12,774.904 12,394,303

104,180,780 94,907 641

Add: Change in Tair value (wwealized gain) 11,331,656 14.601.078

115,512,736 109,808,719

Investments in real estate — foreign are registesed in the name of related parties who provided written assignment in
favour of the Bank. The Bank is currently complering the necessary legal procedures to register the propertics (Ineal
INVESIMEnts) in its own name.

9. Available for sale investments, net

This 1iem consists of the following as of December 31

201

Quated Unquoatad Total
YR 000s YR 000s ¥R 000s

Availabla for sale investiments - foraign 11,106,475 26,847 431 37,753,906
Available for sale invesiments - local 2 T4R 365 2,748 365

11,106,475 29,395,798 40,502,271

Add: change in fair value {Unrealized gain) 557 576 1,633,027 2,180,503
11,664,051 31,026,823 42,692,674

2010

Quated Unguoled Total

YR 000s YR 000s YR 000s

Available Tor sale investments = forsign 3278224 36,121 833 39,400,057
Auvailable for sale investments — local - 2,800,008 2 800,008
3,278,224 38921841 42,200,065

Unrealized gain {7.111) BA,758 81,647
Less: change in fair value (unrealized loss) (423.403)  (2.335,186) (2.758.589)

2,847,710 36675413 30,523,123

Available-for-sale investments (unguoted) as ar December 31, 2007 included YROOs: 20,404,781 (2000: YRIHK)s:
8,346,784) which are carried ar cost due o the difficulty of ohining a relisble esamare of fair value for these
invesmments and there are no quored marker prices and fumre cash flows cannot be derermined wirh sufficient
accuracy.
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20. Held-for-trading invesmments

This item consists of the following as of December 31

Dec. 31, 2011

Dec. 31, 2010

¥R 0003 YR 0005
Opening balance at January 1, 1,501,320 282,408
Addilions during the year 3,143,624 2,059,924
Disposals during the year (3467.112) -
Unreakzed fair valse recognized in the consolidated statement of comprehansine
Incorme (309.453) (BGE.191)
Foreign exchange rates differences - 27,179
BES,3TT 1,501,320

21. Investments in associates

This itemn consists of the following as of December 31

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s

lalamic Co. for Payments Lid. (Yemen) - 18,883
Less: Impairment in value of investments - [18.,883)
Tadhamon Group Hadding Lid. (Linited Arah Emirabes) 61,761 51,956
|Less) add: Group share in the net assels of the associate [61,761) 8 H05
- 61,761

2. Dehir halances and other asses, ne

This item consists of the following as of December 31

Dec. 31, 2011

Dec. 31, 2010

YR 000s YR 000s
Assets which files have been transfamed to the bank 2,839,062 2,789,391
Progecl under processing 06,228 1,667,931
Slabonery imeenlony 117,973 B9.499
Advances lo employees 68,416 75,232
Prapaid expansas 54,007 61,320
Equipment in stores 27,982 27 56T
Owerdraft accounts - 255915
Other dabil balances 2.505,884 2.270.870
6,517 582 T.24T7.T25
Less: provision for doubthul debts (Mole 23) (471,650 (205,786)
6,045,932 7,041,939

23, Provision for doubtful debts

This item consists of the following as of December 31

Dec. 31, 2011

Dec. 31, 2010

YR 000s YR 000s
Opening balance at January 1, 205.786 1ET.082
Provided during the year £65.664 18,704
Balance al December 31, 471,650 205,786
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24. Property and equipment, net

This item consists of the following as of December 31:

Machinery & Motber
Basildingys g Vehicles
YR (005 YR 00 YR 000s
Gross carrying amount
January 1, 2011 153 AF4 2473 16 A HS 3TV 08 KEPRIRK] WS &, S8, 520
Addions 73 14970 9303 46,273 17,080 54T 028 TOT 23T
Disposals - 22} (47 258} (81,200) 16.331) (58622} (IT5.163)
Foreign exchangs clferences (375,071) &5 27638 18,133 (17538 53 465 (2903 208)
Balance as of December 31, 2011 1,152,576 2475782 1,003 417 380,514 325243 1,470,954 6,808,486
Accurnulated depreciation
January 1, 2011 - 137.080 AT1633 e 178,159 6063653 1571445
Deprecalion = 61,803 117832 84,807 GR4TE 177223 511,233
Dispasals . . (IBETD)  (2B,314) (5.931) {42 4G5} {115, 550)
Foreign exchange ciflerences - 16.303 7196 13.791) 20,335 30,043
Balanco as of Decomber 31, 2011 = 198,952 558808 230020 227,915 TT0A56 2006, 141
Carrying amount o5 of Decembor 31, 2011 1.152,576 2,276,530 434,519 140,594 7328 T00.498 4,802,345
Gross carrying amount
January 1, 2010 2497247 2055 295 7,735 T 207 245 828,148 5815432
Addrions 816,343 418473 120,637 100,756 46,444 128862 1,701,515
Disposals [1,786,118) ) {33485} (102.006) (8,284) {28300}  (1.956,103)
Foregn exchangs cifersnces - - 7 a7 4,630 A5 8,766
Balance as of D bar 31, 20110 1,527,474 2,473,768 929,814 377,208 332,033 929,202 6,569,520
Accumulated depreciation
January 1, 2010 83,045 396,523 145,838 114,419 477321 1217160
Depreciaton - 54,010 105,841 ar.a9h 66,215 148,354 461,919
Dispasais - . (20067} (57.220) [4.845) {19,961} {110, 8E3)
Foreign cxchange cifferences - - i 116 2170 647 3,288
Balance as of December 31, 2010 - 137,089 471633 17623 178,159 606,363 1,571,445
Carrying tas of D ber 31, 2010 1.527.474 2,336,710 456,20 200,977 183,874 322839 4,998,075
25. Current sccounts and other deposits

This item consists of the folloaing as of December 31:

Dec. 31, 2011 Dec. 31, 2010

¥R D00s YR 000s
Currant accounts 85,318,229 T3.062.201
Cagh deposits 5,386,553 E,3BB.976
Other deposils J07T,189 1,164 680

71,411,981 82,615,807

26. Due to banks and financial institutdons

This irem consists of the following as of December 31:

Dec. 31, 2011 Dec. 31, 2010

¥R D00s ¥R 000s

Local banks 4,488,800 -
Fareign banks - currant accounts 2233120 AT 680
6,722,920 37,680
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27. Credit balances and other liahilities

This item consists of the following az of December 31
Dec. 31, 2011 Daec. 31, 2010

YR 000s YR 000s
Accred 1nes 114 870 5,793
Accrued expenses 10,943 103,800
Prohibiled revenues by Islamic Shasia’a (Mote 28) 8.500 6433
Instalments of [jarah Muntahia Sittamleek . 38,422
Creditor and sundry credit balances 4,200 348 3,365 408
4,425,661 3,519,856
28. Prohibited revenues by islamic sharia’a

Revenues prohibired by [slamic Shara'a and aspects of disposinon:

Dec. 31, 2011
YR 000s
Opening balance at January 1, 6,433 1,184
Net revenuas during the yoar T.261 5,334
Total of revenue 13,694 6498
Leas: Donations (4,194} (65)
Balance al December 31, 9,500 6,433
9, Other provisions

This item consists of the following as of December 31

Provided
Balance at during the & Provision Balance at
Jan, 1 yoar reversed Dec, 31, 2011
YR 0008 ¥R 0005 Ll U5 ¥R Q008 ¥R E00s
Provision for conlingend katbilities 670,386 . . (T.B73) 862,713
Provialon for end of service benefits 181,145 206,847 [253,618) - 224 374
Provision for contingent claims 337 653 . (37 55T - -
1,199,184 296 847 (601,271} {7673 BET 08T
Provided Uszed
during the during the
YU ar
YR 0ids
Frovision lor contingent kabilities 512,026 158,673 {315) - 670,386
Provision for end of service benafits 165,826 146,366 (121.047) - 191,145
Pravision for contingent claims 500,000 (562.247) 337853
1,577,852 305,041 [E83,T09) s 1,190,184
0. Unrestricted investments and saving accounts’ holders

This item consists of the following az of December 31

Dec. 31, 2011 Dec. 31, 2010

¥R 000s YR 000s

Saving accounts - local currency 32,600,041 38.871,311
Saving accounls - forekgn curmency 32,441,764 50.730.839
65,041,605 87,602,150

Deposits for more than one year - local currency 71,418,855 G4.081.481
Deposils for mone than ome year - lorgign curmency £4.218.936 71.080.598

135,638,791 135,162,089

Ratumn for unresiricled investmenis and saving accounis (Mote 31) 11,757 264 17.508.481
212,437 B60 240,362,700
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. Return of unrestricted investments and saving accounts’ holders

The investment renurn allocation herween sharcholders and customers is based on the percenmage of cheir
participation weighted by numbers. This caloulation is proposed by the budger committee which caleulates the
investments in local and forcign currcncics and their related numbers and participation ratios, The average retuen
ratios were a5 follows:

2010
Local i Local Faoreign
Currency c Currency Currency
i b g
Onggoing deposils 1012 309 14,50 .20
Saving accounts 595 1.74 B.52 2492

32. Share capital

The authorzed, issued and fully paid-up capital is YR 20 hallion represented in 20 million shares of nominal value
af YR 100 each,

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s

Paid up capital 20,000,000 20,000,000
20,000,000 20,000,000

i Statutory rescrve

:"'l.l.'1.'1rr|:!i|'||.; o the Dank™s Articles of Association and CBY instructions, 15% of the net pmﬁ: for the vear is oo be
wransferred annually to statatory reserve till it equals two times the p']'lt.l-up capital. However, in view of the loss
ingurred for the year no transfer was made w this reserve. The distnbunon of this reserve 18 restricied o the
requirements as specified in the Commercial Companies Law.

This irem consists of the following as of December 31:

Dec. 31, 2011 Dec. 31, 2010

¥R 000s YR 000s
Balance al January 1, 15,800,069 15,900,012
Sharg premium - 57
Balance at December 31, 15,900,069 15,200,069

The proceeds reecived from the righes issue are direedy credited mo the share capital (nominal value of shares)
When shares have been issued at a value higher than their nominal valee, the net increase is presented as statutory
rescrve a5 roquired by Yemeni Companics Law No, 22 of 1997,

34, General reserve
The transfer and distribution of the general reserve is sulbject to the recommendation of the Board of Directors and
the approval of shareholders in the Annual General Meenng (AGM). Due to the loss for the year no transfer was

made t this reserve.

35. Othere reserves

This item consists of the following as of December 31

Provided
Balance at during the Balance at
Jan. 1 xar  Dec. 31, 2011
YR 000s YR D00s YR 000s
Availabla for sala investmanis (3.044,0649) 2,180,803 (BE3.468)
Irnvessiments in real estate 14,901,078 11,331,956 26,233,034
Re-evaluabon differences of investments in subsidianes 374,243 3f4.243

12,231,252 13,522,556 25753611
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36. Contingent liabilities and commirmenes, net

This ircm eonsists of the following a3 of Deeember 51:

2011 2010
Gross Margin et Gross Margin Net
Commitments Held Commitment Commitment Held Commilment
YR 000s YR 000s YR 0005 YR 0005 YR 000s YR 000s
Lattiers of cradit A5,845,507  (2.817.143) 43,028,564 8,717,320 115.454) B,701,866
Lellers of guarantes 20,402,741 (2.362,148) 18,040,503 31,408 427 (4.850.111) 26,558,316
LiCs fior Murabaha confracts 5378811 (178,443) 5,202 368 34 526 505 (3,524 187) 31,002,318

71,627,059 [5.355,734) 66,271,325 74652252  (B.389.752) 66,262,500

7. Revenue of Murabaha and Istisna®a financing transactions

This item consists of the J‘r“uwiﬂg for the year ended December 31:

Dec. 31, 2011 Dec. 31, 2010

YR D00s YR 000s

Rewvenue of Murabaha contracts financng transactions 5,947 255 6.6687,181
Revenua of |slisna’a contracks financing iransaclions 1.448.338 1.083.819
7,395.553 7,781,000

38, Revenue from other joint investments

This item consists of the following for the vear ended December 31:

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
Profits from real estate insestments 5,736,003 124,064
Profits from investments in Musharaka contracts 1,157,633 893,820
Profits from available-lor-sale imestments §55.071 -
Profits from investments in Murabaha contracis 11.823 04,375
Profits from othar investments 2440 515 3,808,158

10,001,045 4,120,515

o Commissions, revenue and bank service charges

This irem consists of the following for the vear ended December 31:

Dec. 31, 2011 Dec. 31, 20490

YR D00s YR 000s

Commissions on documentary credils 728,063 B70.208
Commissions on letters of guarantea 261,806 332,634
Commessions on foraign investments 223,636 129,798
Comnissions on funds ranslens 112621 100,579
Commissions on Chaques collection 26.Th4 30,235
Other fees and commissions 566,264 401.523
1,941,364 1,865,067

0. Forcign currencies exchange (loss) gain

This item consizts of the following for the year ended December 31:

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
{Loss) gain of dealing in foreign currencies (1,278,155) 283.685
(Loss) gain fram re-evaluation of balances in foreign cumencies {17 B26) 4.441.022

{1,296.981) 4,724,707
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41. Other operating income

This item consists of the following for the year ended December 310:

Provisions reversed
Het revenue from Tadhamon Trading Canter
Othars

Dwec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
374421 263721
- 56,810

72,0564 281,417
446,485 601,948

42, Provisions

This item consists of the following for the year ended December 31:

Dec. 31, 2011 Dec. 34, 2010

YR 000s YR 000s

Murabaha contracis financing transactions provision 2,024,380 187,860
Istisnia’'a conlracls financing ransactions provision E1.4B7 14,242
Mudaraba contracis investments prowvision 499 466 BEG,G0D
Musharaka contracts investments provision - 506,299
Provision for contingent kabiities - 158.675
Provision for contingent claims - 25,319
Othars. 265.783 -
2871126 1,778,985

43. General and administration expenscs and depreciation

This item consizsts of the following for the year ended Decemnber 31:

Dec. 31, 2011  Dec. 31, 2010

YR 000s YR 000s
Salaries and wages 2,908,501 2.379.041
Deprecation 555,191 435,485
Rent 261,582 220444
Tanes and dulies 258,737 20,871
Cleaning and securily expenses 146,977 65,257
Insurance 100,881 102,034

Zakat 107,923
Repairs and maintenance 103,947 70,321
Utilities 93,802 111.018
Advertisements 78860 173424
Subscriptions 70,860 317.018
Stationary 51,364 67,913
Donations 44,077 G0.B7E
\ehickes expenses 41,118 20,350
Communications 38,3497 49,230
Professional fees 34,952 31,268
Transportation 27,5348 160,765
Informalion lechnology expanses 22,989 76
Hospilality expenses 5,060 5,203
Studies expansas 722
Other expenses 471,055 376,293
5,431,871 4,689,705

4. (Losses) eamnings per share

Dec. 31, 2011 Dec. 31, 2010
Met (loss) profit for the year (YROO00s) {1.825,924) 328.610
Waightad average of numbar of shares 20,000 20,000
{Losses) earnings per share (81.3) 16.4
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45,

Maturities of financial assets and liabilities

2011

Due fram &
Due within ~ Due from 3 months to Due over
3 months o & months SN ear L L L Total
YR Millicn YR Million YR Million YR Million YR Millicn
feeete
Cash in hand and reserve balances with CBY 11,871 16,850 10,201 9,107 47,029
Due froen banks and financial instibutions 12,206 14,258 12,546 1,180 50.F30
Murabaha inancing ransacions, nel 20312 13,868 2132 3,657 30,8960
Istisna'a financing transactions, nat aae 5782 3130 1.500 11.300
Irvestments i Mudaraba conlracts, mel 4428 2,17 3.562 13.982 24,189
Irvestmeants in Musharakca confracts, net . 1.116 2 Ba5 9,666 13,687
|jarsh Muntahin Bittemieok. net 24 a3 L] 134 06
IFvastrments in roal estata, nat 115513 . . . 115.513
Fualable for sale imestments, nal = = = 42 893 42,193
Held-far—trading mmestments - - - 868 BEGE
IFvestrmants in Blamic Sukuk . - 1,144 . 1,148
Irvesimiants in Bss0ciolos - - - = -
165,242 53,169 35,714 82,808 34E.933
Liakw dtien
Current accounts and other deposits 22427 27 BE7 10,230 11,088 1412
Urnestriciod imvesiments and sasing Acoounts’ holders
ity 44,007 58,132 58.212 52 445 212,796
Do b bank and financial inslilutions 5,721 - - - L]
73,1457 85,739 6B 442 63,533 290,931
92085 {32 530) (32, T8) 275 56,002
2010
Chum frosm 6
Due within  Due from 3 manths to Do aver
3 months to & months ar
YR Millicn ¥R Milion
Aunoti
Cagh in hand and reserve balanoes with CBY 14,877 19,864 12.784 11414 5B.830
D from banks and financial insttutions 11,337 13.281 11853 10,385 A, B50
Murabaha finarcng Fransachons, net 38,936 26,037 4004 & HEG 75,043
Btisnaa inandng randactions, net 645 4,201 2,274 1,089 B.200
Investmants in Mudaraba conlracls, et EE el ] 1872 3168 T.148 16,226
Invesiments in Musharaka conlracts, net - 1.853 4,789 4,253 10,695
Narah Muntahia Bitamieek, net 42 B& 189 a7 B33
Investments in real esiate. nel 100,808 - - - 106,800
Availatike for sals nvesiments, net . . . 38,523 30,523
Hedd-fce—tradirg irvestmants - - - 150 1.501
Invasimanis in AaanEaies - - = (=4 62
178.784 67.273 38,861 2478 367396
Liaksidies
Cumgnt accounts and other deposits 26,148 32158 11628 12,628 83062
Unrestricted investments and saving accounts’ halders 49,797 65,774 65865 5B.932 240,383
Due B3 hank and financial institutions 38 . - - kL
T5978 98 032 ¥7. 13 1,860 323 BE3
102,808 {30, 759) {38,932) 10,618 431 733
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46, Distriburion of assets, liabilitics, and contingent liahilitics and commitments based on economic

BOCIONST

Aty

Cash fan Bl and Feieros halanced with CEY
Crme b Lk dancd Bngecisl ios i ions
Kirabiaha Francing transactiong, nel
Istiana'n fnancing transachons. nat
Iveeatmanss in Mudarabs commcts, el
Ereirslerenis n Maharahs coniacts, nel
msstmant in Peal GRmD, Ni

AvElabhy 1 3k FvIImiag, fe
Hedd-far—trading imvestments

farah Murriahia Bitteiess, nal
Ivaasmants in lelamic Suor

Linbilties
Citanl Aecednty and slher
Linrestrctied mitmenls s saving scoosents’ holdor

oty
(D i By o Pnencial madtutons

Li2s Ior Murnbahs contmcls

Aesets

Cash on nand ond reserns bolances with CEY
D Freewn Banks and Bnsncial inaih dons
Moraaha iy o ann
Istigna’s firancng raniacions
rrausimonis in Mudaraba contracis
Irrenstmants. in Mushemin oonbrecis
trenaimanis i el ealate, nel

Avalathy fo ek sl
Hild-Rar-UBng ITiedng
Invnsirach i aasociaing

Liatililes

Curment accounts ard other doeposks

Unmestnciod nvestments and saving pecounts’ holders
Duss &y Banis s Frsacial inalihubons

Lofer. of gusraniod
LeSers of credi
1LiSs Ton Marshaha conmacs
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47.
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Distribution of assets, Habilities, and contingent labilides and commitments based

on geographical locations:

Asgats

Cash in hand and ressrve balances with CEY
Due from banks and financial instihutons
Murabaha financing ransactons. mal
Istisna'a financing ransactions, nel
Irvaatmants in Mudarana conracts, net
Irvestments in Musharaka conlracts, net
ljarah Munlahia Bittamieak. net
Irvastrents in real edtabe, ret

Aveaiiable o sale ireestments, net
Hald-far-trading investmants
Ireestments in lskemic Sukuk
Irastmants n ARSICIATAS

Llabdlitios

Current accounts ared other deposits
Unresticted  investments and  saving
holdars equity

Drue 1o bank ard fnancial insSulions

mooount

Contingant liabilithes
Lettars of guaraice
Lelters of credi

LiCs for Murabaha coniracts

Asgats

Cash in hand and reserve balances with CEY
Due from banka and financial instiutons
Kurabaha financing ransactons. mal
Istisna’a financing transactions, net
Irrvastments o Mudaraha conirpcts, nsl
Irvestmeants in Mushamia contmacts, net
ljarah Muniahia Bittamisek, net
Irvestments n real estale, ret

Aveaiiable for saln ireastments. net 5
Held-for-trading investments
Ireasiments in associales

Llabdiities

Currem accounts and olher deposils

Unresticled investments and sawing accounibs’
holders aqulty

D o bank ard financial ins@ulions

Contingent liabilities
Letters of guaranics
Lelters of credil

LiCs for Murabaha conlracts

Rapublic of
Yemen
YR Millicn

47029
13,605

11,300
4,450
nms
1,149

Tia12

212796

Rapublic of
Yemen
YR Millicn

12,637

82618
340,753

21,842

58,930

Uniite-d
States O
America
YR Wlillicn

Ursite-d
States O
America
R Willicn

5.??1-
441

Eurapa
R Ml

B.5ET
12424
205

Europe
R Ml

71
733

1,822
1.9M

1,103
7127
2,517

MAszia
YR illian

ELNL

17.104
B.g22

91437
ai4am

G483
27255
645

Azia
¥R Mlillicn

&8}

Africa
YR MaEllicn

1,922

1,453
9262

1,484
2105
200

Afrca
¥R Mallicn

Total
YR millicn

71412

212796
6723

18,041
43028
5202

Total
YR millicn

56959
46,656
75,043

8,209
16,226
10,856

104,809
34573
1.501

B2.616
340,753

6, 558
23,058
11,287
56 950




48, Significant foreign currency positions

To comply with CBY circular No. 6 of 1998, the Bank cstablishes limits for posigons in Individual forcign
curmrencics as well as an aggregate limitation for all currencies. These limirs are 15% and 25% of capital and reserves
respectively,

The following schedule reflects the Bank’s significant forcign currencies positions at the statement of financial
position date,

2011 2010

Surplus Surplus

(Deficit) & [Daficit)

YR 000s reserves YR 0s
LIS Daollar 13,084 Feed .00 16,729 %4500
Eura 3212 H10.00 1,671 %453
Saudi Rial 19,889 TBG2.00 B.816 %23.40
Sterling Pound 2976 6900 3an %914
Dirham — UAE 32,363 F101.00 32 583 %88 35
Dinar — Bahrain G647 T2 1.00 G637 %18.00
Yan = Japan 55 020 40 %011
Dinar — Jordan an %100 312 %0 .85
Dinar = Kurwait 1,708 5,00 1,688 %458
Frank = Swiss 22 %0.10 {30) (%50.08)
Pound — Sudan 6.117 T18.00 8,125 %22.00
Tatal BG. 484 %269 70,742 %%215.03

40, Transactions with related parties

Parsics are constdered w be related it the party has the ability wo control or exercize significant influence over the
Bank in making financial or aperaring decisions.

Related parties are represcnted in the members of the Board of Dircerors, exccutive management and the
companics which are owned by the sharcholders and members of the Board of Directors.

The Bank deals with related parties on the same basis applied to thied parties in accondance with the Banks Law as
implemented by CBY circular no. 4 of 199% which limits credit iransactions with related panties. The following arc
the balances of these transactons on the statement of Dnancial positon date

Related Top 2011 2010

Farlies Managrments YR Million YR Millisn
Direct and indirect financing 43,776 9432 53.208 6407
Curmrant and saving accounts 13,09 BaY 136568 Sh 588
Investments in assocales - - . 5%
Rewvenue and commission received 2782 13 2905 1688
Compensations - 2] ] B4

S0, Tax status

¢ Comporate tax and salary tax has been eleared unil the year 2006 and wax was paid in accordance with the Tax
Authority assessment (form no. *5" fimal). However, the Bank has a dispute with the Tax Authoriey related 1o
benefits that the banks should receive based on the tax exemptions related o financing projects licensed in
accordance with the Invesument Law, The Bank has receved an assessment of YR O00; 440935 as rax
differences for the year 2005 and 2006 and the Bank has objected to this assessment at the courts. The Bank
management believes that no additional taxes have to be paid,

* The Bank has submited the tax declasation for the year 2007 and paid the amount due within the legal
deadline. The Bank management received from no. (3) from the Tax Authornity as mx amendment for 2007 max
declaration submited by the Bank (after deductng the tax puid) of YR 000: 749,161 for corporate ax and YR
Ok 27 066 for salary tax. The Bank has appealed this assessment within the legal ame frame and also objecred
tos the amendments made by the Tax Authonty regarding the application of the exemption on income earned
on facilitics granted to projects leenzed under the Investment Law, The Bank management belicves that this
additional assessment it baseless and that the Bank will not have o pay any additional 1ax.

#  The Bank has submitted the tax declaration for the year 2008 and paid the amount due within the legal deadline
and no assessment has been received from Tax Authority,
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*  The Bank has submirted rhe ax declaration for the year 2009 and paid the amount due within the legal deadline
and no asscasment has been reeeived from Tax Authoriry.

*  The Bank has submitred the tax declaration for the year 20000 and paid the amount due within the beeal deadline
and no assessment has been received from Tax Authority,

5l Significant accounting judgments and cstimancs

The preparation of financial statements requires management to make judgments, estmates and assumptions that
affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses,

The estimates and associated assumprions are based on historical expertence of the Group and various other factors
that are believed by the Group w be reasonable under the ciscumstances, the results of which form the basis of
making rthe judgmenrs ahour carrving values of assers and liahilines thar are nor readily apparent from ather sources.
Actual resules may differ from these estimates.

Estimares and undedying assumptions are revicwed on an ongoing basis, Revisions to accounting estimates arc
recognized in the period in which the estimates are revised and in any future periods affected.

Information about significant areas of estmaton unceriainty and cntcal judgments in applving accounung polickes
that have the most significant effect on the amounrs secognized in the consolidared financial starements are
deseribed in nores 3,9, 11, 13, 15, 27, and 29,

52. Zalcat

The Bank submirs ins Zakar declaration anoually and remirs the amount due based on the declasaton.

The Bank has paid the Zakar up o the end of 2009, according 1o the Zakar declararion. No assessment notificarion

wias issued by the Zakar Deparrment.

53 Correction of error with retrospective application

The Bank's management had prepared and presented certain items of the firancial starements for the vear ended
December 31, 2000 by using the cash basis and rhia eoneradices with the requirements of Internarional Finaneial
Reporing Standards and Aecounting Standards for Islamic Financial Instmirions, accordingly, it has been
measuring the impact of re-presenting these items in the financial statements for the vear 2000, by using the accrual
basis and below are the impact on the relevant items:

Increasa in Murabaha financing transactions. 507 515

Decrease in due from banks and financial insfitutions (forgign banks - current accounts) [17T2.547)

Increase in defermed incone and Murabaha financing ransactions [12,189)

Increasa in credii balances of Murabaha [332,T85)
54. Approval of financial statements

The consolidared financial statements for the vear ended December 31, 2001 (including comparatives) were
approved by the board of directors on June 24, 2002,
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The Separate Financial Statements For Tadhamon International
Islamic Bank

1) Separate Statement of Financial Position

December 31, 2011
Dec. 31,2011  Dec. 31, 2010

Rastated

¥R 000s ¥R 000s
Assets
Cash on hand and reserve balances with Central Bank of Yemean 47 024 623 59,005,309
Dwe from bank and financial instilutions 47,625,129 42939070
Murabaha financing transactions. net 39,968,834 75043433
Istisna’a financing transactions, net 11,300,084 8,200,034
Investments in Mudaraba confracts, net 24,203,350 16,226,730
Investments in Musharaka contracts, net 13,686,567 10,895,795
ljarah Muntahia Bitamleek, net 305,867 532,999
Investments in real estate, naet 115,512,736 109,808,719
Available for sale investments, net 42,652,288 36,557,320
Investments in Associates - 6,431,983
Investmenis in Islamic Sukuk 1,148,575 -
Qard Hasan, net 233 16,173
Restricted investments 358,023 390,519
Debit balances and other assels, net 4,649 296 5,342 369
Property and equipment, net 4,739,859 4,842 386
Total assets 353,225474 376,241,839
Liabilities, investments accounts’ holders and shareholders’ equity
Liabilities
Current accounts and other deposits 70,801 441 82682708
Due to banks and finandial instiutions 6,722,920 37 68O
Credit balances of Murabaha 22250 821,763
Credit balances and other liabilities 4,062 580 2815761
Other provisions 887 087 1,635,085
Total liabilities 82,496,258 87,992 987
Investments accounts' holders equity
Linrestricted investments and saving accounts’ holders 212 437 BE0 240 362 700
Restricted investments accounts 358,023 390519
Total investments accounts’ holders eguity 212,785,883 240,753,219
Shareholders’ equity
Share capital 20,000,000 20,000,000
Statulory reserve 15,651,874 15,651,874
General reserve 261,248 981,928
Cther reservas 25,465,056 11,942 497
Retained deficit (3,444 .843) (1,080,676)
Total equity attributable to equity holders of parent 57,933,333 47495623
Total liabilities, investments accounts' holders and shareholders' equity 353,225474 376,241,839
Contingent liabilities and commitments, net 66,271,325 66,262 500
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2) Separate Statement of Comprehensive Income

For the year ended December 31, 2011

Dec. 31, 2011 Dec. 31, 2010

YR 000s YR 000s
Revenue of Murabaha and Istisna’a financing transactions 7,395,533 7,781,000
Revenue from other joint investments 8,486,656 1,681,900
15,882,249 9,462,900

Less:
Return on unrestricted investments and saving accounts' holders equity {11,757 ,264) {17,598 461)
4,124,985 (8,135,561)
Commissions and bank service charges revenue 1,941,364 1,865,067
Less: Commission expansas on bank service charges (46,345} (56,306)
Foreign currencies exchange (loss) gain (1,437,182) 4,724,707
Gain of investments in associates 28,387 4,180,154
Impairment of available for sale investments (312,068) (720,201)
Unrealized gain from investments in real estate - 2,022 981
Other operating income 453,519 554,018
Operating profit 4,706,660 4,474,839

Less:
Provisions (2,871,126) (1,778,995)
General and administration expenses and depreciation (4,199,701} (3,668,214)
Impairment of assets which titles have been transferred o the Bank - (16,840)
Met loss for the year (2,364,167) (989,210)
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