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Tadhamon International Islamic Bank

AUDITOR'S REPORT TO THE SHAREHOLDERS
OF TADHAMON INTERNATIONAL ISLAMIC BANK
SANA'A, REPUBLIC OF YEMEN

We have audited the accompanying financial statements of Tadhamon International
Islamic Bank represented in the balance sheet as of December 31, 2003, the related
statements of income, cash flows, and changes in shareholders' equity, for the year
then ended and the notes to the financial statements in the pages from No. (6) to No.
(24). These financial statements and the bank's undertaking to operate in accordance
with Islamic Sharia'a rules and principles are the responsibility of the Bank's
management. 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 the requirements of relevant
Yemeni laws and regulations. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Tadhamon International Islamic Bank as of
December 31, 2003, the results of its operation, its cash flows, and changes in
shareholders' equity, for the year then ended, in accordance with the accounting
standards promulgated by the Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIF1) and with applicable local laws and regulations. Also, we
ascertained that none of the transactions undertaken by the bank during the year
ended December 31, 2003 contravened with the Law No. (21) of 1996 regarding
Islamic banks.

M. Zohdi Mejanni

Associated Accountant

Sana‘a, February 24,2004
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Fatwa and Sharia'a Board's Report

Dear, board of directors
Dear, shareholders and depositors
Asslamu Alaikum
We are pleased to present fatwa and Sharia'a board's report regarding bank's
activities and accountings during the year 2003.
We discussed the under mentioned issues through twelve meetings held during the
year under review:

1. Forms of some currently used contracts in order to adjust and format them
according to Sharia'a regulations.

2. Making answers and issuing Fatwas for personnel's enquiries.

3. Revising and approving the bank's Sharia'a guide in order to secularize it for all
personnel to work according to it.

4. Revising and supervising the current procedures in the bank; investigating to
what the extent our Fatwas and instructions are implemented by bank's
different authorities.

5. Instead of being limited to some kinds of contracts, we arrange with the bank's
management for activating all Islamic investment methods such as Musharaka,
Ejara, Salam and estisna'a according to a well-studied plan for ensuring
participation in social development.

6. Fatwa and Sharia'a board assured that the prohibited revenue and expenses
by Islamic Sharia'a were separated to be spent in different charitable fields
according to its Fatwa.
According to the above, we hereby acknowledge that all investment activities, contracts
and dealings carried out during the year 2003 were in harmony with the rules of Islamic
Sharia'a except some mistakes in procedures that we ensured the bank management
of avoiding them so as not to be done again in the future.
We also acknowledge that the method of tolerating losses and distributing profits
between shareholders and investment customers comply with accredited basis that
complies with Islamic Sharia'a regulations.
We acknowledge having witnessed a positive reaction from the bank's management in
implementing Sharia'a in all operations, and we present our thanks to them for helping
us achieving our tasks.

Dr.Mohammed S. Al-Jalal Dr.Ghaleb Al-Qurashi Dr.Hassan Al-Ahdal

Sharia’a Controller Member of Fatwa board Head of Fatwa board
Member of Fatwa board
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These investments yielded respectable profits during 2003 for both depositors and
shareholders. Concerning the next year plan in this field, it will work on varying
investments in a broad way through the geographical distribution, the different
methods, the extent of risks and time. Full consideration and concentration will be
given to the medium and short-term investments in a way that results in better yielding
benefits.

Documentary credits:
A sound progress was recorded by the bank in the documentary credit in 2003. The
total L/Cs amount as at 31.12.03 reached USD 525,411,000 that equals nearly YR

96,975,624,000. And plans are underway to increase the L/Cs transactions volume by
15%.

Branches:

With regard to Branches department, the main concern of this department is to follow
up branches activities, relation with the head office, inter-branch relations in addition to
the level of implementation of recommendations made by the Control and Internal
Audit Department regarding periodic assessments of branches activities. During the
year 2003, studies were made to look for possibilities to open new branches to
enhance spread and presence at the local arena.
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Investment and credit:

1. Local investment:
Total of investment operations done through 2003, which were based on Murabhat,
Estisna'a and other investment methods reached YR67.8 billion against YR53.8
billion in the year 2002 with increasing percentage of 30%. And the outstanding
balance of these processes as at 31.12.03 amounted YR37.6 BIO against YR25.9
BIO in F.Y 2002 with increasing percentage reached about 45%. The current
contingent liabilities and commitments balance amounted to YR 21.2 billion against
YR14.4 billion in 2002, an increase of about 50% with a percentage of the 60% of
invested amounts.

Undoubtedly, the extent of investing activity, according to the methods that comply with
the rule of Sharia'a, is proceeding exceedingly and is increasing from a year to another
due to the great trust the bank gained from customers. Therefore, our future ambitions
are great in varying the investment methods which adhere to the rules of Sharia'a.
From this point, the achievements we are expecting next year, through implementing
many different activities for the development of the fundamental structure of investment
and credit, will all lead to the increase in the bulks of invested amounts.

Foreign invesiment:

The foreign investment is regarded one of the important channels through which the
bank invests the surplus capitals of shareholders or/and depositors and accomplishes
decent profits which contribute to raising the level of annual distributed profits. The
department got activated after assigning a manager who started working in the middle
of 2003.

It is curial to mention that the bank administration makes decision regarding foreign
investments precisely taking care that these investments will be done in compliance
with the rules of Sharia'a.

The foreign investments as at 31.12.2003 amounted $103 millions that equals nearly
YR18 billions distributed in different geographical areas in Europe, USA, Arab Gulf and
Sudan.
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percentage ranging between 25-40% from every account, this percentage may reach
100% in some special cases. All the work done by this department assures the safety
of current procedures and accomplished results of the operations in the accounting and
administrative aspects.

2- Sharia'a control :

From another side, and for the importance of the Islamic Sharia'a rules in all bank's
activities, specially in applying the different Islamic investing methods, as it is known,
there is the Fatwa and Sharia'a control board that plays a role in ensuring the
compliance and abidance of the bank activities by the Islamic Sharia'a.

Therefore, the bank management has assigned one of Fatwa and Sharia'a board
members to be a supervisor during the office hours of the year 2003, and that was to
insure the constant and immediate existence and presence of Sharia'a control to
assure closely the complete adherence and abidance of bank activities by Sharia'a.

The supervisor, also, conducted some lectures to raise personnel religious awareness
in the head office and in some branches through field visits. Moreover, all issued
Fatwas in the past years were put in a booklet as well as issuing the Sharia'a guide.

There is a plan prepared for 2004 through which some specialized courses in Sharia'a
will be conducted for all personnel. There will be, also, visits to some branches to
follow up and check the conducted contracts as well as arranging with bank
departments to activate the Musharaka and Ejara methods and any other Islamic
methods which will vary the present investment methods.
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The department, also, commenced preparing the comprehensive quality project of
the bank which we hope to accomplish within the near future. The bank management is
aiming, through this department, at improving the ways of preparing and improving the
personnel ethically and professionally as well as developing systems and regulations
and starting new banking services to cope with the development requirements in
banking sector, which will witness a strong competition through the coming years as a
result of globalization.

Computer Department:

As for the development in computer systems, the bank management paid more
attention to this important section by providing technical professionals and specialists
who are able to cope with the fast technological advancements so as to serve the
different bank activities. As a result of that, phone banking system was installed in
Sana'a branch, and connecting the head office with the branches through swift system.
Also, the department provided an Email accounts for the Managers, and initiated an
internal email system for all users.

Moreover, the bank management is currently working on replacing the old
computer servers and PC's with modern and new ones as well as replacing the old
Database with a new and modern Database, which will provide robust and
state-of-the-art automated services. The IT department will finalize the new web site of
the bank as well as the Inter-branch system beside the ATM services. All these
projects are expected to be fulfilled within the current year.

Internal auditing and Sharia'a control

1- Internal auditing and control:
For controlling and auditing all different activities of the bank, the top management,
from the date of establishing the bank, created a department for internal auditing and
control.
This department plays a major role in the organizing process of the bank. Therefore,
it follows the chairman directly.
For the reports, that show its work results, to be effective and to lead to the
adherence of the executive departments to implement the notes in those reports, an
annual plan has been made which includes investigating and checking the activities
of the head office and the branches through four visits to the big branches and three
to the small ones. The bank activities are checked through a random sampling for a
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A brief view on administrative
Development and banking services

For the purpose of achieving the strategic goals of the bank, including offering
distinctive services for customers in a way that meets their needs, the bank
management, constantly, exerts enormous efforts for the sake of broadening the
capabilities and performance of the bank personnel in different levels of jobs as well as
exploiting all available resources for Operations. The efforts of management are still in
progress for improving all computer systems and machinery to cope with the
development of the bank services and the new products that the bank is aiming to offer
to customers.

Human resources:

Realizing a qualitative development for personnel as well as improving their
administrative and banking skills is one of the bank's strategic goals.

Hence, many new experts and professionals were polarized and joined the bank
during the year 2003. In this context, bank's personnel reached 397 as at end of the
year 2003 against 377 employees during the previous year,

Moreover, the bank management improved and achieved some administrative
policies and procedures such as the authorities, procurements and storing regulations
and we are looking forward to improving more in this field as the bank's future plan
aims at attracting more and more eﬁic'ient administrative specialists in banking. We will,
as well, work on developing and renewing the regulations in a way that enhances the
organizing process of the bank.

Planning and development:

The bank top management, to be on line with the fast progression in banking,
initiated a new department for planning and development in the middle of the year
2003. This department, although still new, could fulfill some of its tasks during the past
short period. In the field of training, for example, many training courses conducted
through the year 2003 involved 615 trainees from all different executive and
administrative levels with increasing percentage of 60% more than the previous year.
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and economic changes at the regional and international arenas.

Dear shareholders:

The Board of Directors has reviewed the financial position of the bank as at 31.12.03 and come

to recommend the following profit distribution:

* Statutory Reserves :15% of net profit 78,372,000.00YR

* General Reserves: 277,549,000.00YR
* Shareholders distributions: 7.5% 168,?50,000.00YR
* Board of Directors Remuneration: 4,500,000.00YR
* Forwarded Profit For Next Year: 1,089,000.00YR

And according to article 64 the banks' article of association on profit distributions; the Board

recommends:

1- Approving the bank's balance sheet as stated in the auditor's report for the financial year
ended 31.12.03.

2- Approving recommendations of the board of directors on profit distribution.

3- Absolving the Board of Directors for the year ended 13.12.03

4- Nominating external auditor for the year 2004 and allocating its fees or authorizing the board
of directors.

Finally, I would like to invite you to listen to Fatwa Board report and Auditors' report on the

banks' activities during the financial year ended Dec .31 ,2003 God may bless our efforts.

Thank you,

Abdul Gabbar Hayel Saeed

Chairman
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currencies against 50,425,339,000.00YR in 2002
with only 30,322,642,000.00YR foreign currencies
balance yielding an increase of 39% for Yemeni Riyal

and 46% in foreign currencies.

Investment Deposits profits:

20080000
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The total profits of investment deposits as at 31.12.03 reached 2,800,510,000.00YR against

1,835,430,000.00 YR in 2002 with an increase amounting to 965,080,000.00YR with growth

rate of 53% as follows:

*1,990,356,000.00YR profits of investment deposit in YR and foreign currencies at a profit rate

12.26% for Yemeni Riyal and 3.37% for US Dollar.

* 810,154,000.00YR profits of saving accounts with 10.10% for YR and 2.70% for US Dollar.

Revenues and Expenses:

Total revenues for the year 2003 reached
4,245,165,000.00YR against 3,391,197,000.00YR in
2002 representing an increase amounting to
853,968,000.00YR  with  growth  of  25%.
Administrative and general expenses in addition to

banking services fees reached 811,809,000.00YR
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3,000
2,500 -
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S
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against 743,934,000.00YR in 2002. (9% increase). By deducting administrative and general

expenses in addition to deposits profits 3,612,319,000.00YR out of the total revenues

4,245,165,000,00YR the net profits for shareholders becomes 632,846,000.00YR added to

7,779,000.00YR revalving profit from last year. The amount distributable for this year comes to

640,645,000.00YR.

Dear Sirs,

Feeling proud of our banks achievements last year despite all challenges and difficulties, |

would like to draw your kind attention to the necessity for joining efforts to overcome all

hardships facing our drive as we are preparing to implement GATT agreement and

globalization. We are in need to adopt competition policies taking into consideration all political
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contracts.

(3) As for foreign exchange, the Dealing Room has been supported by two employees beside

the chief dealer.

* Financially:

Balance Sheet Volume:

The net balance sheet as at end of 2003 reached
79,163,058,000.00YR against 60,766,874,000.00 seem
and as 2002 yielding an increase of 30% while off @

balance sheet reached 30,834,694,000.00 500

compared to 25,209,274,000.00 end of 2002 wom

E . s 1997 1998 1999 2000 2001 2002 2
yielding an increase of 22%. bo3

Domestic and foreign investments:-
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reached 45,406,133,000.00 in 2003 against s |

Total balance of domestic and foreign investments

30000000

33,966,441,000.00 in 2002 with growth rate 34%,  see00 |
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while investments risk provision and contingent "™
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against 719,240,000.00YR in 2002 with 19% Ricmel Wi
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growth.

Deferred investment profits:

Total deferred investments revenues reached in 31.12.03 1,538,368,000.00YR against
918,925,000.00YR in 31.12.02 yielding an increase of 67%.

Customers' accounts:
Balance of customers' accounts, demand deposits and investment deposits in addition to

other deposits reached 72,248,341,000.00YR of whitch 44,209,817,000.00YR in foreign
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the focal element for any institution especially a services institution like banks. The
management has allocated extra funds to develop and qualify human resources by holding
local and foreign training courses in addition to granting diploma in banking studies for a

number of employees in coordination with a local private university.

Members of the Board of Oirectors
B - Branches :-
The bank's network of branches spread all over the country by 2003, covering most of the
republic's governorates and studies are under way to open new branches to strengthen the
presence at the local arena.
C - Departments :-
As for the central departments, a new department for planning and development has been
established in addition to a new IT manager.
Secondly: - Investmenis
Certain financial and monetary policies do not concern mush about the privacy of Islamic
Banks and apply same criteria applied for other banks. Besides the Central Bank of Yemen has
raised the statutory reserves to 20% instead of 10% on YR and Foreign currencies deposits.
But with all the above mentioned factors being taken into consideration:-
(1) The bank has increased the volume of domestic investment through a set of Islamic

Investment methods such as Murabaha, Musharaka, and Mudharaba.

(2) The bank carried out new foreign investments on the basis of Musharaka and participation
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As fierce competition heats up within the banking sector, we are
making all necessary endeavors to improve our performance
through diversity of services based on quality and speed. The huge
economic and rapid changes in today's world force us to look for

more safe and lucrative investments since Islamic banking is an

essential part of the banking sector, which is not far away from the

Amer M. Tawgan . y
General Manager expected changes in the world. The recent years witnessed

mergers among a number of traditional banks in the United States, Europe and Japan to
stand steadily against challenges of globalization and international trends to reduce expenses
and to expand the use of modern technologies.

Above all the surmount challenge facing the Islamic financial institutions is the technology gap
and slow development in these institutions in comparison with western traditional banks and
with regard to changes and diversity needed by Islamic institutions. Recent statistics predict
the internet users will reach five billion users around the globe by the 2005, which dictates
more development of the banks' staff to go in line with the existing competition and
challenges.

Tadhamon International Islamic bank is occupying a leading position among local banks
based to the following indicatioﬁs:

(1) Our bank has come first with regard to the budget volume among local banks and
second with regard among local and foreign banks operating in the country.

2) The bank has come first in terms of financing transactions which reached 137.8 billion YR.

8) The bank has come second in deposits volume and growth in foreign currency deposits.

Dear Sirs;

Let me review the achievements of the bank for the year 2003:-

Firstly: - At the Domestic level
A - Human Resources:-

The Bank and its executive management paid more concern to human resources, which is

J
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since its circulation for the first time, causing US Dollar to loose by 40% against Euro.

Japanese Yen and British Pound have also raised against the US Dollar to an unprecedented

A

Memhes of the Board of I:Iiracturs .

levels in two years time.

All these factors had a certain impact on Forex markets and economic prosperity. It is expected
that US Dollar will remain at its lowest levels to narrow the gap in the US trade balance deficit
and to enhance competition level of US exports before US presidential elections in 2004.

All of us are aware of challenges facing Islamic banking at the present, and especially after the
September 11th events and its reflections on the international economy in general and Islamic
Banking in particular. One of these challenges is money laundering, and fortunately our country
is not a safe haven for such activities. Nevertheless the issuance of anti-money laundering law
has been an imperative step as Yemen i.s preparing to join the WTO. And among other
challenges facing Islamic banking in the coming years; trends towards liberalization and
globalization of banking services. It is expected that the coming years will witness huge
changes in the banking sector, once the world trade agreement and liberalization of services

come into being, as the banking sector is the greatest influential factor on nations' economies .
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AUDITOR’S REPORT TO THE SHAREHOLDERS

Dear,
Members of the Board of Directors
Shareholders,

General Assembly Members

Representatives of the Central Bank
Representatives of the Ministry of Industry & commerce ""‘*“"GE""‘:Y’:;:“' Saeed
Members of the Fatwa Board.

Auditors,

Attendants;

On behalf of myself and members of the board, | would like to welcome you to the 7th annual
meetings of the General assembly of Tadhamon Int'l Islamic Bank to review the achievements
of the bank for the financial year ended Dec 31st.2003. The bank has notably achieved more
success and progress due to collective cooperation and joint efforts by the board members,
executive management, staff, and customers.

And before reviewing last year's results, | would like to indicate to the economic developments
at the local and international arenas. The government has continued financial and
administrative reforms program which began in 1995 and led to a notable reduction in the
general budget deficit, control inflation, and the reduction of foreign debis from 121% in 1998 to
63% by December 2003. The increase in oil prices has also been of positive impact on trade
exchange balance yielding an increase in foreign currencies reserves to 5 billion US Dollars
which is an unprecedented level, which covers 18 months of national imports. Such huge
reserves in foreign currencies pushed forward relative exchange rate stability with only 5.42%
difference during 2003.

On the other hand, the recent wave of drought had a great negative effect on the agricultural
season, and on the national unemployment level; hence, more suffering for the national
economy.

At the international level, fluctuation in Forex in other currencies affected the economic

performance in several developed countries. The US Dollar reached its lowest against Euro
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THE BOARD OF DIRECTORS MEMBERS

Abdul- Gabbar Hayel saeed

Abdul- Galeel Radman

Mohammed Abdu Saeed

Omar Abdu Qaid

Mahfood Ali Mohammed Saeed
Abdullah Salem Al.Ramah

Tawfiq Abdul- Raheem Motahar
Abdullah Mohammed Al-Qass
Mohammed Bin Abdul-Latif Al-mana

Chairman

Vice - Chairman
Managing Director
Asst. Managing Director
Member

Member

Member

Member

(Qatar Islamic Bank Representative)

Mohammed Abdullah Alsuniedar Member

Mohammed Naseer Alsnabani Member
THE MANAGEMENT BOARD .MEMBERS

Abdul- Gabbar Hayel saeed Chairman

Abdul- Galeel Radman
Mohammed Abdu Saeed
Omar Abdu Qaid

Abdullah Salem Al-Ramah
Amer Tawqan

Abdul- Rahman Al-Magqtari
Mohammed Ahmed Saleh

Vice - Chairman

Managing Director

Asst. Managing Director

Bod Member

General Manager

Asst. Gen. Manager Investment & Banking Operations

Investment Dept. Director
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THE BANK’S OBJECTIVES

Tadhamon Intl. Islamic bank , a Yemeni joint-stock company, is seeking to offer the best
Islamic banking and investment products for customers, domestically at foriegners based on
total quality standards. Through a set of modern and advanced working mechanisms, it looks
forward to achieving good returns for shareholders, investors as well as staff to help in the

economic and social drive of development in the country. Among the supreme goals of the
Rank:-

®  Deepening and strengthening foundadtions of Islamic banking and investment.

= The participation in bringing about real development to promote the economic
performance and to activate the various investment methods.

®  Taking care of human cadre being the essential and real investment.

= Supporting investment operations with regard to low projects and promote living
conditions of low-income categories in the society.

®  Covering all banking services and products to catch up with developments in the
world of economy and information technology.

= Seeking for new investment portfolios in real-estate and trade.
=  Expanding awareness of Islamic banking through different methods.
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BANK’S
BRANCHES

Sana'a Branch

Taiz Branch

Aden Branch

Hodeidah Branch

Mukalla Branch

Shihar Branch

Ibb Branch

Sheikh Othman Branch

(Aden)

Taiz St. (Sana'a)

Sayoon Branch

Dhamar Branch

Hadah Branch

Hauodh Al- Ashraf
Branch

Address : Al-Zubairi St., Al-Saeed . building
Tel 1967 01 203270
Fax 1 967 01 203271

Address : Jamal St. - Deluxe Hotel
Tel 1967 04 252817
Fax 1 967 04 252811

Address : Al-Mualla,
Tel 1 967 02 240536
Fax 1 967 02 240520

Address : Port St.
Tel 1967 03 208844
Fax 1 967 03 208877

Address : Labour Area - Near Hadramout
Chamber of Commerce

Tel 1 967 05 304741

Fax 1 967 05 304740

Address : Hunain St. Omar Bin Maslem Build-
ing

Tel 1 967 03 332826

Fax 1967 05 332021

Address : Al- Odain St.
Tel 1967 04 407553
Fax 196704 401243

Address : Aden - Sheikh Othman
Tel 1 967 02 380781
Fax 1 967 02 380784

Address: Sana’a - Taiz St.
Tel 196701 600723
Fax 1967 01 600718

Address : Main Road - Near Zubairi School.
Tel 1 967 05 405604
Fax 1967 05 405241

Address : Sana'a St.
Tel 1 967 06 509623
Fax 1 967 06 509621

Address : Hadah St. - Sana'a
Tel 1967 01 264063
Fax 1967 01 264062

Address : Hauvodh Al-Ashraf - Taiz
Tel : 967 04 230330
Fax 1 967 04 230376

www.tib.com.ye
E-mail : tib@y.net.ye
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