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Tadhamon Islamic Bank (YSC)
Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

36- TRANSACTIONS WITH RELATED PARTIES

The nature and balances of significant transactions with related parties are as fol-

lows:

1999 1998

YR YR
Murabaha financing contracts 2,757,180,565 2,668,499,235
Debit balances - 6,764,600
Current and savings accounts 366,034,544 1,309,541,539

37- COMPRARATIVE FIGURES

Comparative figures were reclassified to conform with this year classification.
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Tadhamon Islamic Bank (¥YSC)
Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

33- MATURITIES OF ASSETS AND LIABILITIES [ ...

Due within -~ Due within -~ Due within ~ Due within ~ more than
3months  6months 9 months one months ~ one year Total
YR millions YR millions YR millions YR millions YR millions YR millions

a) Assets

Cash on hand &

CBY 2,790 - - - - 2,790

Due from banks 1,106 - - - - 1,106

Mourabaha financing

contracts 3.620 2,036 909 1,846 1,995 10,406

Istisna’ financing

contracls - - - - 4 4

Mudaraba financing

contracts 23 - - - - 23

L/Cs - Loans 192 - - - - 192

Overdraft 274 - - - 274

Other debit balances 142 - - - 142
8,147 2,036 9209 1,846 1,999 14,937

Current accounts 4,614 ) " - - 4614

Investments deposits 438 345 171 347 3,735 5,036

Saving accounts 2,000 - - : - - 2,000

Other deposits 202 57 48 97 - 404
7,254 402 219 444 3,735 12,054

34- DISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT
LIRBILITIES AND COMMITMENTS

Manu- Construc-

facturing Trade tion Services Others Total

YR 000's YR 000's YRO00s  YROO00's YR 000's YR 000's
a) Assets 2
Murabaha financing 4414836 3,162946 318544 - 2,510,152 10,406,478
Istisna’ financin = - 4,896 - 4,896
Mudaraba financing - 23,957 - - - 23,957
Musharaka financing 13,279 - 205 - 13,484
Current accounts - 2,588,695 - 51,943 1,974,670 4,615,308
Unrestricted
investment
accounts 1,127,979 281,110 - 130,988 5.497.331 7.037.408
Other deposits
ﬁr gomingent liabilities = - - 404,550 - 404,550

H .
L/Cs 47,076 1,235,977 - 11,120 466,186 1,760,359
Others 605,068 1,187,413 - - 1,817,520 3,610,001
- - - - 176,375 176,375

35- SIGNIFICANT CURRENCIES’ POSITIONS

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

1999 1998
Surplus (deficit) % of capital & Surplus (deficit) % of capital &
YR 000's Teserves YR 000's reserves

US Dollar 241,096 13% 248,220 15%
Saudi Riyals 206,168 11% 17,838 1%
Deutsche Mark 16,798 9% 1,217 07%
French France 3,969 21% 2,199 13%
Japanese Yen 9,644 52% 5 :

Other 17,739 16 1,354 8%

495414 67%  gg 27088 1% -




Tadhamon Islamic Bank (YSC) B
Sana’a Republic of Yemen T
NOTES TO FINANCIAL STATEMENTS Bty
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999 ;%
38- GENERAL AND ADMINISTRATION EXPENSES AND 5‘%
DEPRECIATION AND AMORTIZATIONS S
1999 1998 =
YR YR Eﬁ
Wages and salaries 133,176,981 88,591,284 Ml
Depreciation 40,200,340 32,160,943 =
Zakat 45,509,217 -
Stationary 10,738,769 7,665,870 =
Communication 8,109,944 6,810,954
Water and electricity 6,697,653 4,439,677
Rent 34,129,429 24,755,108
Car expenses 1,879,296 1,137,633
Advertisement 2,581,186 1,362,347
Transportation 10,850,778 6,115,192
Insurance 3,895,387 2,771,702
Studies 2,465,955 2,132,057
Reception expenses 398,463 309,457
Legal expenses 463,300 635,475
Professional fee 2,000,000 1,700,000
Clean expenses 9,086,650 5,827,654
Salary tax 2,691,020 1,600,595
Taxes and duties 730,569 607,126
Others 19,384,353 7,553,762
Total 334,989,290 196,176,836
31- CONTINGENT LIABILITIES AND COMMITMENTS
_ 1999 1998
Irrevocable commitments for Murabaha, b IR
Mudaraba and Musharaka 716,236,478 701,454,742
Letters of guarantee 1,760,359,503 852,643,817
Letters of credit — 2,893,765,873 678,265,113
Other contingent liabilities 176,375,189 103,852,476
5,546,737,04%_ 2,336,216,148_
32- EARNING PER SHARE 1999 1998
YR YR
Net profit for the year 413,523,457 201,485,151
Board of Directors’ remuneration (4,500,000) (_4,500,000)
Shareholders’ share in profit 409,023,457 196,985,151
Weighted average of number of shares 1,500,000 1,496,789
Earning per share 73 134
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Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

. 26~ REVENUES OF ODTHER JOINT INUVESTMENTS

1999 1998
YR YR
Gain of Mudaraba contracts 428,042 2,971,828
Gain of Musharaka Contracts 812,254 =
1,240,296 2,971,828
+ 27- COMMISSIONS AND FEES INCOME ON BANKING SEBUICES
1999 1998
YR YR
Commissions on documentary credits ' 45,143,666 22,198,182
@ Commissions on letters of guarantee 6,033,250 3,531,223
.z Commissions on transfer of funds 14,460,171 8,306,557
- Collection charges 4,415,714 2,377,000
Services charges 15,462,476 9,392,691
Other 4,980,457 5,343,063
90,495,734 51,148,716
. 28- PROVISION PROUIDED DURING THE PERIOD
| 1999 1998
YR YR
. Provision for end of service compensation 10,907,473 -
.. Provision for zakat 25,000,000 i
i 35,907,473 —
55l 29- COMMISSIONS AND FEES EHPENSES ON BANKING SERUICES
: 1999 1998
YR YR
] Commission expenses related to transfer of funds 4,804,708 3,993,205
=35 Fees related to banking services 1,431,179 998,302
6,235,887 4,991,507
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Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

22- STATUTORY RESERUVE

According to the provisions of the law, 15% of the net profit of the year has been transferred to

statutory reserve till it equals two times paid-up capital.

23- RETURN TO UNRESTRICTED INUVESTMENT ACCOUNTS HOLDERS

The investment profit allocation between shareholders and investment customers is based on
the percentage of their shares weighted by numbers. This calculation is proposed by the bud-
get committee and approved by the Board of Directors. The profit allocation for 1999 was as

follows: Local
Currency b
Investment ;lEPOSItS 12.80% 4.80%
hwe..-stment or one year 12% 4.489,
Savings accounts 11.20% 3.84%
24- PROHIBITED REVENUES BY SHARIA
The following are the movement of prohibited revenues by Sharia:
1999 1998
YR YR

Balance at beginning of the year . 15,503,045
Revenue during the year 91,392,316 43,909,378
Total revenues 91,392,316 59,412,423
Expenses '
Donations ? 1 1,9 66,()1 8 9,63 7,404
Penalty = 1,713,244
Salary tax 3,839,727 1,023,904
Zakat 1 5,51 4, 482 =
Others 2,064,745 1,362,737
Transfer to provision 58,006,744 45,675,134

§ 91,392,316 59,412,423

Balance at end of the year .

25-REVENUES ﬂF MURRBAHA AND ISTISNA’ CONTRACTS FINANCING

1999 1998

YR YR
Revenues of Murabaha contracts 883,963,066 494,905,618
Revenues of Istisna’ contracts _ 161,389 -
884,124,455 494,905,618

36

sy e z
EEEEEEE

r

T
=i
——

)

.
G




&8 Tadhamon Islamic Bank (YSC)
;. ~ Sana’a Republic of Yemen

‘@8 NOTES TO FINANCIAL STATEMENTS

‘lgﬂﬁr’ FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

ll
‘%ﬂf 19- OTHER PROUISIONS

Provision for

1999
Provisions for

the end of

contingent service

Provision for

Al liabilities compensation Zakat Total
@ﬁ} Description IR YR YR YR
{gﬁg ~ Balance at beginning of the year 19,614,858 4,618,647 1,751,635 25,985,140

ﬁ]” provided during the year 19,341,658 17,229,984 25,000,000 61,571,642
‘E& Used during the year - (4,422964)  (1,751,635)  (6,174,599)

Balance at end of the year 38,956,516 17425667 25,000,000 81,382,183
1998
Provision for Provisions for the
contingent end of service  Provisionfor  Qther

: liabilities compensation Zakat  Provisions  Total

= Desaiption ) R YR YR YR
Hjmﬂb Balance at beginning of the year 4,678,556 2,751,635 403500 7,833,691
s Provided during the year 19614858 3715415 & 23,330,273
lgﬂ Used during the year (3,775,324) (1,000,000)  (403,500) (5,178,824)
iz Balance at end of the year 19,614,858 4,618,647 1,751,635 - 25,985,140
e
@ﬁ; 28- UNRESTRICTED INUESTMENT ACCOUNTS’ HOLDERS
e 1999 1998
<l YR YR
T E =
e
L
(Bl Savings accounts 2,000,617,582  1,088,060,287
. Deposits for one year 355,796,602 367,452,025
i Deposits more than one year 4,680,993,951 2,505,031,871

7,037,408,135 3,960,544,183

i 21- CAPITAL

:E The authorized and paid-up capital is amounting to YR 1,500,000,000 represented in

1,500,000 shares of nominal value of YR 1,000 per share.

QE\E&TP
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NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

16- CURRENT AND SAVING ACCOUNTS AND OTHER DEPOSITS

1999 1998

YR YR
Current accounts 4,615308920  2,161,715,528
Other deposit 404,550,987 304,672,640
Total 5019,859,907  2,466,388,168
17- DUE TO BANKS AND FINANCIAL INSTITUTIONS

1999 1998

YR YR
Foreign banks
Current accounts 50,331,916 5,312,954
18- CREDIT BALANCES AND OTHER LIABILITIES

1999 1998

YR 25
Accrued expenses 5,131,585 2,404,471
Return of unrestricted investment accounts . 439,288,844 209,852,870
Investment profit for next year 8,049,807 17,472,065
Sundry credit balances 26,787,975 25,761,940

479,258,211 255,491,346
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NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

13- INUESTMENTS IN MUSHARAKA

1999 1998
YR YR
Investment in companies 13,484,023 69,255,927
- 1999 1998
14- DEBIT BALANCES AND OTHER ASSETS YR YR
Overdraft 274,828,129 13,931,407
Unpaid L/Cs 192,899,824 31,751,713
Advances _ 10,406,976 6,657,392
iy Qard Hasan employees 4,992,374 3,255,977
Prepaid expenses 7,759,432 2,081,689
> Debtors 53,974,704 7,309,277
il Stationary 7,880,264 6,651,881
Simls Establishment expenses - 2,088,760
@F Fixed assets in stores 13,020,196 343,259
> 565,761,899 74,071,355
Less: provision for overdraft ( 2,748,281) -
563,013,618 74,071,355
15- FIRED ASSETS
Equipment & '
Cost of fixed assets Land Computers ~ Vehicles  machinery Furniture  Total
W W ®OW ® W
Balance at the beginning of the year - 78,211,163 20,081,373 96,843,762 41,282,982 236,419,280
Additions 52,761,875 26,558,589 8,662,182 55,291429 12643853 155917928
Disposals - - (2,240,000) - - (2,240,000)
Balance at end of the year -5_2,761,875 104769752 26503555 152,135,191 53926835 390,097,208
Accumulated depreciation =
Balance at beginning of the year 29283000 7128923 21004855 5125139 62541917
Depreciation of the year : 17,038,111 4,876,061 15,211,150 3075018 40,200,340
Disposal from accumulated
dellremahon - - (970,667) - - (970,667)
Balance at end of the year - 8631111 11034317 36216005 8200157 101,771,590
Net fixed assels 761875 S8A8641 1546938 11591918 45726678 288325618
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NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

11- FINANCING ISTISNA’ TRANSACTIONS CONTRACTS

1999 1998
YR YR
Istisna’ 4,896,182 3,000,000
Istisna’ transactions provision ( 48,962) (30,000
Deferred revenues (1,055,411) #
3,791,809 2,970,000

Istisna’ Transactions Contracts Provision

1999 1998

General ~ Specific  Total General  Specific Total
YR ® R YR YR YR
Beginning balance of the year 30,000 - 30,000 - = g
Provided during the year 18,962 - 18962 30,000 - 30,000
Ending balance 48,962 - 48962 30000 _ - 30,000
12- INVESTMENTS IN MUDARABA CONTRACTS:
1999 1998
YR YR

Mudaraba financing contracts : (23,294506,050{;‘30) (26,246444:4(3}0{?)
Mudaraba financing contracts provision B é,5 00 % 179" 560
Mudaraba Financing Contract Provision

1999 1998

General  Specific Total  General Specific Total

W W R W

YR R

Beginning balance of the year 264 440 = 264,440 - - -
Provided during the year 2 - - 264,440 . 264,440
Provision used (24,440) - (24,440) = = -
Ending balance 240000 - = 240000 264440 _ - = 264,440
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NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

: 8- CASH ON HAND AND RESERVE BALANCES WITH CENTRAL BANK

1999 1998
YR YR
| Cash on hand 615,039,546 270,705,524
| Reserve balances with Central Bank (restricted amount) 2,175,618,700 1,160,007,380
2,790,658,246 1,430,712,904
g 9- DUE FROM BANKS AND FINANCIAL INSTITUTIONS 1999 1998
YR YR
A) Central Bank
m| Current accounts 535,084,110 612,218,905
B) Local banks
Current accounts 5,462,078 2,885,803
C) Foreign banks .
. Current accounts 562,449,562 135,071,646
Deposits 3,043,673 643,560
565,493,235 135,715,206
| Total 1,106039,423 750,819,914
10- FINANCING MURABAHA TRANSACTIONS CONTRACTS
1999 1998
Murabaha - outside 9,038,201,933 5,720,426,731
| Murabaha - inside 1,368,276,060 499,158,382
10,406,477,993 6,219,585,113

Murabaha transactions provision ( 96,870,103)

( 60,947,822)

' Deferred revenues ( 416,167,051)  ( 216,804,208)
9,893,440,839 5,941,833,083
Murabaha Transactions Contracts Provision
1999 1998
General  Specific Total General Specific Total
YR YR YR R R YR
5. Beginning balance

{;?\E} of the year 58,948,861 1,998,961 60,947,822 26,016,016 26,016,016

@ Provided during the
year 2684509 9077182 35922281 290845 199891 34,931,806
85,793,960 _iﬂ?ﬁ,lﬁ 96,870,103 58,948,861 1,998,96 60,947,822

@ Ending balance
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Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

(B) FRIR UALUE OF FINANCIAL INSTRUMENTS

Based on valuation basis of the bank’s assets and liabilities stated in the notes to
the financial statements, the fair value of the financial instruments do not differ
fundamentally from their book values at the balance sheet date.

7.2 MANRGING RELATED RISKS
(A) RETURN RATE RISK

Return due on unrestricted investment accounts is determined on the basis of
Mudaraba contract, which determines profit (loss) sharing basis during the peri-
od. Accordingly, any change in the profitability will determine the return ratio
that the bank could pay to investors and return paid by the bank to unrestricted
investment accounts holders. Therefore, the bank is not exposed, indirectly, to
the risk of change in return rate.

(B) CREDIT RISK

Financing of Murabaha and Mudaraba and Musharaka transactions and their
related debts, current accounts, deposits with banks and rights and obligations
from others are considered financial assets exposed to credit risk. Credit risk
represents the inability of these parties to meet their obligations when they fall
due. In order to comply with CBY requirements; the bank adheres to certain
minimum standards in order to properly manage its credit risk. (in addition to
the standards mentioned, additional procedures applied by the bank to mini-
mize the credit risk exposure should Ee stated such as):

* Preparing credit studies on customers and banks before dealing with them and
determining their related credit risk rating.
* Obtaining sufficient collaterals to minimize the credit risk exposure which
may result in cases of insolvency of customers and banks.
* Following up and periodical reviews of customers and banks in order to eval-
uate their financial positions, credit rating and the required provision for non-
performing debts.

Distributing credit portfolio and investments over diversified sectors to mini-
mize concentration or credit risk.

Note No.: (34) to the financial statements indicates the distribution of assets, lia-
bilities and contingent liabilities and commitments at balance sheet date.

(C) EXHCHANGE RATE RISK

Due to the nature of the bank’s activity, the bank deals in different foreign cur-
rencies, hence it is exposed to exchange rate risk. In order to minimize the expo-
sure to exchange rate risk, the bank is trying to maintain a balanced foreign cur-
rencies positions in compliance with the Central Bank of Yemen instructions
and the requirements of CBY circular No. 6 of 1998 specifies that individual for-
eign currency position shall not exceed 15% of the bank’s capital and reserves,
and that the aggregate open position for all foreign currencies shall not exceed
25% of a bank’s capital. Note (35) to the financial statement indicates the signifi-
cant foreign currencies’ positions as at balance sheet date.
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Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

" J. TAXATION

2. In accordance with Article No. (29) of Law No. (21) for 1996 regarding Islamic
Bank, the Bank is entitled of privileges and exceptions as stated in the Investment
38 [aw. Accordingly, the Bank is exempted from all taxes and duties for seven (7)
years starting from the date of commencement of operations.

&l k. STATEMENT OF CHANGES IN BESTRICTED INUESTMENTS

I8’ Statement of changes in restricted investments present investments fully financed
2qz by funds received by the bank from restricted investment accounts holders or as a
&l result of issuing investment units without participation from the bank with his
. own sources. The bank manages restricted investments, including investment
Ellwl’ units portfolios, as an agent. The bank does not participate in the investment’s
outcome and movement of restricted investments are presented in the statement of
changes in restricted investments.

L. PROHIBITED REVENUES AND EXPENSES

= Revenue and expenses prohibited by Islamic Sharia’ (CBY interest) are recorded
L at net in a separate account under “Credit balances and other liabilities” on the

~ balance sheet. Fund is utilized in granting bonus, donations and providing the pro-

. vision for investment risks.

3% 4. SUPERUISION OF REGULATORY AGENCY
| The bank’s business activities are subject to the supervision of Central Bank of
ﬁé Yemen in accordance with the prevailing laws.

?’ 5. SHARIA’ BORRD
<t_,_l The bank’s business activities are subject to the supervision of Sharia’ Board con-
i3 .. sisted of 3 members appointed by the bank’s general assembly.

45% 6. ZAKAT

= Zakat is computed according to the Sharia’ Board of the bank and collected from

{ﬁlﬁb the shareholders and investment accounts holders on behalf of the Government
Authority. The amount collected should be remitted to the Government, which de-

ﬁj cides on the allocation of the Zakat.

[‘.} 7. FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS

&E 7.1 FINANCIAL INSTRUMENTS

a) The bank’s financial instruments are represented in financial assets and liabili-
50> ties. Financial assets include cash balances, current accounts, deposits with banks
%E and financing of Murabaha, Istisna’, Mudaraba and Musharaka transactions and
L

related debts. Financial liabilities include current and saving accounts, due to
banks and investment accounts. Also, financial instruments include rights and ob-
ﬁﬁﬁ ligations stated in contingent liabilities and commitments.

rﬁ}; Note (3) to the financial statements includes significant accounting golic_ics ap-
<~ plied for recording and measuring significant financial instruments and their relat-
ﬁﬂ} ed revenues and expenses.
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Tadhamon Islamic Bank (YSC)
Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

Performing debts and special attention 1%
Non-performing debts:

Substandard debts 15%
Doubtful debts 45%
Bad debts 100%

* Mudaraba and Musharaka transactions debts are written off if procedures tak-
en toward their collection prove useless, or if directed by CBY examiners upon
review of the portfolio by debiting the provision, Proceeds from debts previous-
ly written off in prior years are credited to the provision.

F. URLUATION OF RESTRICTED INUESTMENTS

Mudaraba, Istisna’, Mudaraba and Musharaka transactions financed by restrict-
ed investment accounts are recorded on the same valuation basis mentioned
above with related profits (losses) and provisions are taken to restricted invest-
ment accounts net of the bank’s share for managing these investments.

6. CONTINGENT LIABILITIES AND COMMITMENTS

Contingent liabilities, in which the bank is a party, are presented off balance
sheet under “contingent liabilities and commitments” as they do not represent
actual assets or liabilities at the balance sheet date.

H. CASH AND CASH EQUIVALENT

For the purpose of preparing the statement of cash flows, cash and cash equiva-
lent consist of cash on hand, cash balances with Central Bank, other than re-
serve balances, and demand deposits with other banks.

I. FIKED ASSETS AND DEPRECIATION

Fixed assets are stated at cost less accumulated depreciation. Deprecation is
computed on the straight-line method over the estimated useful life of the assets
at the following rates:

Rates
Equipment 12.5%
Motor vehicles 20%
Furniture and fixtures 2.5%-10%-20%
Computer equipment 20%

28
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iEl’ NOTES TO FINANCIAL STATEMENTS
;. FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

i * The bank’s share in profits on its investments in securities, including subsidi-
ary companies, are recorded when dividends are declared.

C. URLURTION OF MURABAHA AND ISTISNA’ FINANCING TRANS-
ACTIONS

* Debts relating to financing Murabaha and Istisna’ transactions, whether short
. or long-term, are recorded at cost in addition to agreed upon Murabaha and Is-
tisna’ profits.

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 other debts and contingent liabilities after deduct-
ing balances secured by deposits and banks’ guarantees issued by worthy
- banks. Provision is determined based on periodical comprehensive review of
the portfolio and contingent liabilities and made in accordance with the follow-
ing rates:

Performing debts and special attention 1%
Non-performing debts:

Substandards debts 15%
Doubtful debts 45%
Bad debts 100%

* Mudaraba and Musharaka capitals are presented on the balance sheet at carry-
ing value (cost less recognized losses and related provisions).

- E- MUDRRABA AND MUSHARAKA TRANSACTION DEBTS

* Balances of terminated Mudaraba and Musharaka transactions, not paid to the
bank, are presented on the balance sheet under “Mudaraba and Musharaka
transactions debts” net of related provisions.

* In order to comply with CBY requirements, provision is provided for specific
Mudaraba and Musharaka transactions debts, in addition to a percentage for
general risk calculated on the total of other Mudaraba and Musharaka transac-
tions debts after deducting balances secured by deposits and bank’s guarantees
issued by worthy banks.

Provision is determined based on periodical comprehensive review of the port-
folio and made in accordance with the following rates:

i Es it s EEEEEE
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Tadhamon [slamic Bank (¥YSC)
Sana’a Republic of Yemen

NOTES TO FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

1. BACKGROUND INFORMATION

The Tadhamon Islamic Bank-a Yemeni joint stock company-was established
under the name of the Yemeni Islamic Bank for Investment and Development
in accordance with the Ministerial Resolution No. (147) for the year 1995, The
name of the Bank has been changed to Tadhamon Islamic Bank according to
the Ministerial Resolution No. (169) for the year 1996. The objectives of the
Bank are to finance, investments and banking services in accordance with Arti-
cle No. (3) of the Bank Article of Association which states that the bank will
perform its activities in conformity with the precepts of Islamic Shari’a.

2. PREPARATION BASIS OF THE FINANCIRL STATEMENTS

The financial statements are prepared in accordance with Islamic Accounting
Standards, local prevailing laws and regulations and in the light of rules and in-
structions issued by Central Bank of Yemen.

3. SIGNIFICANT ACCOUNTING POLICIES

A. TRANSLATION OF FOREIGN CURRENCIES

* The bank maintains its accounting records in Yemeni Rial. Transactions in
other currencies are recorded during the financial year at the prevailing ex-
change rates at the date of transaction. Balances of monetary assets and liabili-
ties in other currencies at the end of the financial year are translated at the pre-
vailing exchange rates on that date. Gains or losses resulting from translation
are taken to the income statement.

B. REVENUE RECOGNITION

1. MURRBAHA AND ISTISNA’

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

* In order to comply with the requirements of CBY, the bank does not accrue
the revenues relating to non-performing debt.

2. MUDARABA AND MUSHARAKA
* Profits on Mudaraba and Musharaka financing transactions, which initiate and ter-
minate during the financial year, are recorded in the income statement.

* Profits on Mudaraba and Musharaka financing transactions, which last for more

than one financial year, are recorded, based on cash profits distributed on these trans-
actions during the year.
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Tadhamon Islamic Bank (YSC)

Sana’a Republic of Yemen

STATEMENT OF CHANGES IN RESTRICTED
INVESTMENT

FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

Murabaha s—

1999 1998

YR YR
Investment at beginning of the year 174,483,359 421,227,762
Deposits 21,533,366 110,292,108
B8E. Withdrawals (137,875,401) (357,036,510)
. Net profit of the year 27,110,364 33,670,187
" Bank share in restricted investments : ( 19,060,559) (16,198,124)
. The investors share in restricted investments ( 8,049,806) ( 17,472,064)
Investment at end of year ' 58,141,323 |‘I¢,483E

(The accompanying notes form part of these financial statements)
Auditor’s report attached

Chairman M. Zohdi Mejanni

General Manager (KPMG Mejanni, Hazem Hassan & Co.)
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Tadhamon Islamic Bank (YSC)
Sana’a Republic of Yemen

APPROPRIATION ACCOUNT
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

1999 1998
Beginning balance of retained earnings 2,181,457 25,419079
Add:
Net profit of the year 413,523,457 201,485,151
Profit available for appropriation 415,704,914 226,904,230
Appropriated as follows: -
Statutory reserve 62,029,000 30,222,773
General reserve 197,712,000 40,000,000
Dividends 150,000,000 150,000,000
Board of directors’ remuneration 4,500,000 4,500,000
Retained earnings 1,463,914 2,181,457
Total 415,704,914 226,904,230

24




‘B Tadhamon Islamic Bank (¥SC)

~__ Sana’a Republic of Yemen

‘5 STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

i

' FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

-
e 199
K \I“V__/ Paidup  Statutory  General  Retained
<Basd o Capital Reserve  Reserve  Earnings Total
P Description YR YR YR IR YR
BE o

ﬁf Balance at beginning of the year 1,500,000,000 46,319,838 45,365,688 2,181,457  1,593,866,983
% Net profit of the year . . . 413523457 413523457
% Transfer to reserves - 62,029,000 197,712,000 (259,741,000) -
‘Bl Dividends = - - (154,500,000)  (154,500,000)
”ﬁ Balance at end of the year 1,500,000,000 108,348,838 243,077,688 1,463,914  1,852,890,440
= |
B3R 1998 : : ,
= Paid up Statutory  General Other  Retained
EEE Desiriots Capital Reserve  Reserve  Reserves Earnings  Total
‘Bl Description
g% YR YR YR YR YR YR
VB Balance at beginning of the
oan year 1,439,576,975 16097,065 5365688 4931410 25419079 1491,390217
‘gl Capital increase 60,423,025 . 5 60,423,025
% Adjustment : (4931410) - (4331410
) Net profit of the year # = ’ . 201485151 201,485,151
*E Transfer to reserves - 30222773 40,000,000 - (02227

~ Dividends : E 2 S (154,500,000) { 154,500,000)

Balance at end of the year 1,500,000.000 46319838 45365688 . 2181457 1,503,866.983

P
\E%
i G

s
f

LN

L S
EEE
= = S SN

i

Chairman

General Manager

EEE

(The accompanying notes form part of these financial statements)
Auditor’s report attached

M. Zohdi Mejanni

(KPMG Mejanni, Hazem Hassan & Co.)
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Tadhamon Islamic Bank (YSC)
Sana’a Republic of Yemen

STATEMENT OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

1999

YR
Cash flows from financing activities:
Increase (decrease) in unrestricted
investment accounts 3,076,863,932 1,679,336,461 @\
Net increase in current, savings accounts
and other deposits 2,553471,739 1,164,679,000 %\
Difference in dividends - ( 8,915) \‘E@“
Dividends paid (364,352,870) ( 69,345,076) R
Increase (Decrease) in due to banks and financial institu- @
tions 45018962 ( 1,689,769) @\
Net cash flows provided by financing activities (3) 531 1.001,?83_ 2,772,971,701 e
Net increase (decrease) in cash and cash equivalent . T @“
(1+243) 699,553,531 ( 516,678,493)
Cash and cash equivalent at the beginning of the year 1,021,525,438 1,538,203,931
Cash and cash equivalent at end of the year 1,721,078,969 1,021,525,438
Cash and cash equivalent consist of: -
Cash on hand 615,039,546 270,705,524 =
Due from banks - 1,106,039.423 750,819,914 il
Total 1,721,078,969 1,021,525,438

L

(The accompanying notes form part of these financial statements)
Auditor’s report attached

=

A

s

Chairman M. Zohdi Mejanni

EERL

~

General Manager (KPMG Mejanni, Hazem Hassan & Co.
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% Tadhamon Islamic Bank (¥SC)
= Sana’a Republic of Yemen
2 STATEMENT OF CASH FLOWS

g FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

1999

@_}) YR 1‘9(?{8 ——
= Cash flows from operating activities:
Net profit 413,523,457 201,485,151
 Adjustments to reconcile net profit to cash flows from op-
erating activities
" Depreciation 40,200,340 32,160,943
Provisions 35,907,473 -
- (Profit) loss on sale of fixed assets (480,667) 76,683
© Return of unrestricted investment accounts 439,288,844 209,852,870
Operating profit before changes in assets & liabilities re- e _—
lated to operating activities 028,439,447 443 575,647
’_AL|
@’ Reserve balances with CBY (1,015.611,320) (730.992,600)
@? Net (Increase) in debit balances and other assets (491,690,544) (29,997,744)
" Net Increase in credit balances and other liabilities 50,893,332 21,895,268
» Net Cash flows (used in) operating activities (1) (527,969,085) (295,519,429)
~ Cash flows from investing activities: a
" (Increase) in Murabaha and Istisna’ financing contracts (3.987,570,643) (2,877,203,531)
skl Decrease (Increase) in Mudaraba and related debts 2,487,500 (7,443,293)
IR Decrease (Increase) in Musharaka and related debts 55,771,904 (69,055,927)
@ Proceeds on sale fixed assets 1,750,000 52,933
e Payments to purchase fixed assets and prepare branches (155,917,928) (40,480,947)
ﬁ‘%b Net cash flows (used in) investing activities (2) (4,083,479,167) (2,994,130,765)
& N
b
Chairman M. Zohdi Mejanni
General Manager (KPMG Mejanni, Hazem Hassan & Co.)
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Tadhamon Islamic Bank (YSC)
Sana’a Republic of Yemen
STATEMENT OF INCOME

FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 1999

Revenues of Murabaha and Istisna’ contracts
financing
Revenues of other joint investments

Less:

Return of unrestricted investment accounts

The bank’s share in the return on Murabaha and
joint investments

The bank’s share in restricted investments income
Commissions & fees income on banking services
Gain of foreign currency transactions

Other operating income

Less:

Provisions

Commissions & fees expenses on banking services
General & administration expenses and deprecia-
tion and amortization

Profit of activity

Note
No.

25
26

27

28
29

30

1999 1998
YR YR
884,124,455 494,905,618
1,240,296 2,971,828
885,364,751 497,877,446
(439.288,844)  (209,852,870)
446,075,907 288,024,576
19,060,559 16,198,124
90,495,734 51,148,716
231,879,673 46,146,128
3,144,234 1,135,950
(35,907,473) -
(6235887)  ( 4,991,507)
(334,989,290)  (196,176,836)

413,523,457

201,485,151

(The accompanying notes form part of these financial statements)
Auditor’s report attached

Chairman M. Zohdi Mejanni

General Manager
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(KPMG Mejanni, Hazem Hassan & Co.)
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Tadhamon Islamic Bank (YSC)

M8 ¢ana’a Republic of Yemen

BALANCE SHEET
AS AT DECEMBER 31, 1999

Note

Assets

Cash on hand & reserve balances with Central Bank

- Due from banks and financial institutions

Financing Murabaha transactions (net of provision and
deferred revenues)

| Financing Istisna’ transactions (net of provision and

;e deferred revenues)

Investments in Mudaraba contracts (net of provision)

a3 Investments in Musharaka contracts (net of prevision)

Restricted investments

. Debit balances & other assels

Fixed assets (Net of accumulated depreciation)

5, Total assets

No.
8
9
10

11
12
13

14
15

Liabilities, investment accounts and shareholders’ equity

Liabilities

Current and saving accounts and other deposits
Due to banks and financial institutions

i Credit balances of Murabaha transactions

= (Credit balances & other liabilities

- Other provisions

Dividends payable

Total liabilities

2 Unrestricted investment accounts’ holders

Restricted investment accounts

. Shareholders’ equity

| Paid up capital

| Statutory reserve

; General reserve

| Retained earnings

Total shareholders’ equity

16
17
18
19

20

21

- Total liabilities, investment accounts and shareholders equity

sz Contingent liabilities and commitments

31

1998

1999
YR YR
2,790,658,246  1,430,712,904
1,106,039,423 750,819,914
9,893,440,839  5,941,833,083
3,791,809 2,970,000
23,716,500 26,179,560
13,484,023 69,255,927
58,141,323 174,483,359
563,013,618 74,071,355
288.325.618 173,877,363
14,740,611,399  8,644,203,465
5,019,859,907 2,466,388,168
50,331,916 5,312,954
800,165 -
479,258,211 255,491,346
81,382,183 25,985,140
154,500,000 _ 154,500,000
5.786,132,382  2,907,677,608
7.037,408,135  3,960,544,183
64,180,442 182,114,691
1,500,000,000  1,500,000,000
108,348,838 46,319,838
243,077,688 45,365,688
1.463.914 2,181,457
1,852,890,440 1,593,866,983
14,740.611,399  8.644,203.465
5.546,737,043  2,336,216,148

(The accompanying notes form part of these financial statements)
Auditor’s report attached

Chairman

General Manager
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M. Zohdi Mejanni

(KPMG Mejanni, Hazem Hassan & Co.)



AUDITOR’S REPORT

TO THE SHAREHOLDERS
OF TRDHAMON ISLAMIC BANK
SANA’A, REPUBLIC OF YEMEN

We have audited the accompanying financial statements of Tadhmon Islamic
Bank represented in the balance sheet as of December 31, 1999, the related state-
ments of income, cash flows, changes in shareholders’ equity and changes in re-
stricted investment accounts, for the year then ended and the notes to the finan-
cial statements in the pages from No. (26) to No. (40). These financial statements
and the the bank’s undertaking to operate in accordance with Islamic Sharia’
rules and principles are the responsibility of the Bank’s management. Our respon-
sibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing
and the Auditing Standards for Islamic Financial Institutions and the require-
ments of relevant Yemeni laws and regulations. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the fi-
nancial 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 ma-
terial respects, the financial position of Tadhamon Islamic Bank at December 31 ,
1999, the results of its operation, its cash flows, changes in shareholders’ equity
and changes in restricted investments, for the year then ended, in accordance with
the Sharia’ rules and principle as determined by the Sharia’ Board of the bank,
the accounting standards of the Accounting and Auditing Organization for Islam-
ic Financial Institutions (AAOIFI) and with applicable local laws and regulations.
Also, we ascertained that non of the transactions undertaken by the bank during
the year ended December 31, 1999 contravened with the law No. (21) of 1996 re-
garding Islamic banks.

M. Zohdi Mejanni

Associated Accountant

Sana‘a, February 16,2000
18




Tadhamon Islamic Bank (¥YSC

The Statement of Sharia Consultative Board

Dear Shareholders all Depositions and Investors,
Peace be upon you,

Tadhamon Islamic Bank™ being an Islamic Institution, works in conformity with
Islamic Sharia Law, and abide by its limitations and its applications.

This Islamic identity has been and is being constantly declared by the Bank. It is
also declared by the management of the Bank that it is fully committed to apply
all Sharia fatawi in the course of performing its Banking operation as well as its
accounting system of the year 1999.

In the presentation made to us for the details of the various contracts, transaction
and account ended at 31/12/98, We didn’t come across any point that can be con-
strued as a violation of the Islamic Sharia Law except the followings:-

I- In foreign exchange operation, the Bank has performed some transaction of
big amount without taking any consideration of the principles of hand-by-hand
payment as ordered by the prophet Mohammed (peace be upon him). The Hadith
narrated by Abu Saeed AlKhudry: “Gold against gold, silver against silver,
wheat against wheat, barley against barley, salt against salt, dates against dates
equally delivered hand by hand. If the categories deferred, you may sell however,
you wish provides the delivery is hand by hand.”

2- The Bank insures its assets at the Commercial Insurance Co. while the majori-
ty of the Islamic Scholars (AL OLAMA) Consider the Commercial Insurance in
all its varieties of activities as (HARAM) and against the Sharia.

The Bank management has promised to make the insurance through an Islamic
Insurance Co. once such a company is in operation (Inshaallah)

3- Some subsidies and Bonuses are paid to the siaff out of the income realized
from the RESERVE ACCOUNTS opened at the Central Bank of Yemen, where-
as such incomes are recommended by (ALOLAMA) to be disbursed for general
benefit of the Moslems.

4- Special non-performing debit account cover has been set up at the instructions
imposed by the Central Bank of Yemen to reimburse any un-collectable debts.
This account has been deducted from the income of the two RESERVES Ac-
counts opened in the Central Bank o Yemen. While the Sharia Controller have no
objection on this, but it is a condition not to use the account to cover non-
performing debts unless it is referred to us first for due consideration.

Peace be upon you

Dr. Hassan Al.Ahdal Nasser M. Al. Sheibani
Member of SCB Member of SCB
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on Islamic B Ay

Change of the Profits and invested
amounts percentage

. YR 1997 FC YR 1997 FC YR 1997  FC
Deposit  moit  bwetng  Poft  iwesing  Poit  hwetng Pt Jwetg  Poft  fwesing  Poft  neding
Percenlage  perontage percentage peroeniage Pevenlage percentzge perceniage percniage Percelage percntage percenbage  percentage

Incessant
- 8% 135%  80% 610% 8% 880% 80% 512%  80% 128% 75 48
deposits n TR »
One-year
. 18%  70% 534% 80% 828% T5% 480%  TB%  12% 0%  448%
deposits
Saving
6%  101%  60% 458% 6% 673%  60%  3B% 0% 112%  60% 3.84%
accounts .
Average
006 16825 100% 7.63% 100% 1035% 100% 640%  100%  16%  100%  640%
Profit Total
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Tadhaman Islamic Bank (¥SC)

The Financial position
Changes and development:

(Figures in Million YR)

Liquid assets 5,339 8,654 15,003
Fixed assets 196 236 390
Total assets 5,535 8,890 15,393
Liquid liabilities 3,983 7,297 13,541
Shareholders equities 1,552 1,593 1,853
Total liabilities 5,535 8,890 15,393
Balance sheet off-accounts 2,832 2,336 5,547
Total balance sheet 8,367 11,226 20,938
Investment returns 331 514 904
Operation returns 40 98 325
General expenses 196 201 341
Deposits’ accounts profits 69 210 439




Tadhamon [slamic Bank (¥YSC)

Tadhamon Islamic Bank’ share in the
banking sector in Yemen in 1999

* Tadhamon Islamic Bank ranks the sixth amongst the commercial Banks in
Yemen with regards of the balance sheet volume (gross assets) in 1999 despite the
fact that the banking sector started in Yemen four decades ago while Tadhamon
Islamic Bank started its activities in 1996.

* Itis the sixth amongst the banks with regards of deposits framework but the first
with regards of the change in 1999. It managed to attract a percentage of (22%).

* It is the second with regards of financing and investment obtained (57%) total of
the banking sector share. Its investments amounted to (80%) of the total deposits,
and the bank is in the forefront of all banking sector, as this percentage of opera-
tion is the highest available level.

13



After deducting the general and administrative expenses and the profits of the de-
posits with total of (816,421,000 YR) of the total income (1,229,945,000 YR) as
clarified above.

The total profits of the shareholders before deducting the reserve of provisions
amounted to (415,705,000 YR), and after adding the profits of last year amounted
to (2,181,000 YR).

4. The Total profits amounted to (415,705,688 YR):

a) (62,029,000 YR) Statuary reserve. -

b) (197,712,000 YR) General reserve.

¢) (4,500,000 YR) Board of Directors members’ remuneration.
d) (150,000,000 YR) Profits paid for the shareholders.

e) (1,464,000 YR) forwarding profits for the year 2000.

5. Recommendations of the Board of Directors to the Gener-
al Assembly:

According to the article No. (64) of the memorandum of association on distribut-
ing profits. So, the board of directors recommends:

* Approving the Annual balance sheet profit and loss accounts, as well as approv-
ing the board of directors’ report and the auditor’s report for the financial year
1999.

** Approving the board of directors’ recommendations regarding distributing prof-
its.

* Absolving the Board of Directors for the ended financial year 1999.

* Appointing external auditor for the financial year 2000 and nominating his Fees
or authorizing the board of directors to do so.

* Approving the Board of Directors’ recommendations regarding the capital

increase of (50%).

Abdul-Jabbar Hayel Saeed

Chairman, TIB
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5. Fised Assets after depreciation:

Net total of the fixed assets after depreciation amounted to (301,346,000 YR) in
1999 compared with (174,221,000 YR) in 1998, yielded an increase of
(127,125,000 YR) at percentage of (73%).

1. The deposits and other receivable accounts:

‘{ffﬁ) Total balance of the customers” accounts of deposits under request, investment de-
posits, saving accounts and cash deposits in 1999 amounted to (12,057,2968,000
YR) out of that (6,275,360,000 YR) considered as foreign currencies accounts,
compared with (6,426,932,000 YR) out of that (2,706,498,000 YR) considered as
foreign currencies accounts, yielded an increase of (55%) in YR and (132%) in
FCs.

2. Depositars’ Share of profits:

Depositors’ Shares of profits amounted to (439,289,000 YR) in 1999 compared
with (209,853,000 YR) in 1998 yielded an increase of (229,436,000 YR) at per-
centage of (109%) and the following is a summary of distributing these profits:
(111,131,000 YR) Specified profits of saving accounts in YR & FC presented In-
vestment returns percentage (11,20% of YR) and (3,84% of FC)

(45,777,000 YR) Specified profits of local and foreign investment deposits for one
year with investment return of (12% of YR) and (4,48 of FC).

(182,303,000 YR) Specified profits of local and foreign increase investment de-
posits with investment return percentage of (12,80% of YR) and (4,80% of FC).

3. Income and Expenses:

a) The total income in 1999 amounted to (1,229,945,000 YR) compared with
(612,506,000 YR) in 1998 recorded an increase of (617,439,000 YR) at percent-
. age of (101%).

b) Regarding the general and administrative expenses, were (377,132,000 YR) in
1999 against (201,168,000 YR) yielded an increase of (175,964,000 YR) at per-
centage of (87%).
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2. Cash in hand and banks:

Cash in hand and balances in local and foreign banks amounted to (1,147,968,000
RY) in 1999 out of that (1,042,904,000 YR) considered as balances of foreign cur-
rencies, against (409,307,000 YR) in 1998 out of that (250,144,000 YR) consid-
ered as balances in foreign currencies recording an increase (51%) YR and
(317%) FCs.

3. Accounts in the Central Bank Of Yemen (CBY):

Total funds placed in CBY amounted to (2,710,703,000 YR) in 1999, out of that
2,175,619,000 YR) considered as balances in FCs against (1,772,226,000 YR) in
1998, out of that (778,481,000 YR) considered as balances in FCs, yielded an in-
crease of (179%) in FCs balances and (86%) in the YR balances.

4. Local & Foreign Investments:

a) Total balance of local and foreign investments amounted to (10,519,793,000
YR) in 1999 out of that (1,368,276,000 YR) considered as foreign investments
balance with foreign banks compared with (6,492,768,000 YR) in 1998 out of that
(499,158,000 YR) considered as foreign investment balance recording an increas-
ing percentage of (53%) for local investment and (174%) for forei gn investments.

b) Investment Risk Provision amounted to (138,864,000 YR) in 1999 compared
with (80,857,000 YR) in 1998 yielding an increase of (58,007,000 YR) at percent-
age of (72%).

¢) The profits and deferred investments profits amounted to (412,484,000 YR) in
1999 against (215,087,000 YR) in 1998 making an increase of (197,397,000 YR)
at percentage of (92%).

10
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Foreign Activities:

1- The bank has successfully established a worldwide network of correspondents
covering Europe, America, Africa, Asia and the Middle East. In Addition, the
bank established a network to cover South America, Australia, New Zealand,
and Asia.

2- The direct connection the bank has with Citibank New York Citibanking
system helps it to achieve the electronic fund transfers system and to speed up
the L/Cs opening performance to all parts of the world.

3- The bank invested all surplus liquidity in foreign currency up to the optimum
level. The investments amounted to (16,095,135,000 Rial) in 1999 realized
profits of (72,559,000 Rial) compared with (4,192,088,000 Rial) in 1998
realized profits of (25,397,000 Rial) yielding an increase of (11,903,047,000
Rial).

4-The Bank succeeded in expanding its foreign activities of all its branches

 HEEEEEUE

s

whether in import or export or transfers. Letters of credits amounted

to (34,951,748,000 YR) in 1999 compared with (8,231,976,000 YR) in 1998
recorded an increase (325%). The export L/Cs amounted to (2,097,761,000 YR)
compared with 572,363,000 YR) in 1998 yielded an increase of (266%).

The out-going and incoming transfers amounted to (14,865,958,000 YR)
compared- with (6,453,632,000 YR) recorded an increase of (130%).

The bank has begun connecting Taiz Branch with Citibank (SWIFT) resulted
from the increasing activities of Letters of credit and Transfers.

We will present now the most significant activities of the bank during the year
1999:.

1- The volume of the Balance sheet:
Grand total of the balance Sheet amounted to (5,546,737,000 YR) in 1999
compared with (2,336,216,000 YR) in 1998 yielding an increase
of (3,210,521,000 YR) and at percentage of (137%).




The Arab Morietary Fund also contributed the following:

o

EEEDE

1-Initiating Electronic foreign payments system based on the real time.

2- Creating Inter-bank market.

3- Managing the reserves in the Central Bank Of Yemen.

4- Activating the circulation of the secondary market as a beginning of establish-
ing a financial market.

The developed management and technology assist Tadhamon Islamic Bank to of-
fer its high quality services. In 1999 the bank succeeded in connecting all its
branches with the head office by electronic network. The bank is about to initiate
modern systems for the year 2000.

e

EBE

Training: several training courses held inside and outside the bank so as to qual-
ify the bank’s cadre and cover all banking, legal, administrative requirements and
also English Language Acquisition.

Branches Expansion:

The bank has opened five new branches to cover all main regions in the country.
These Branches are:

1) Taiz Street Branch (Based in Sana’a)

2) Sheikh Othman Branch (Aden)

3) Ibb Branch

4) Shahre Branch

5) Sayoon Branch
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AT The regional arena:

Many regional countries took up economic reforms by amending their administra-
tive framework lest collapse which might affect their economic policies as the pri-
vate sector becomes the main partner in development drive. They attracted foreign
investors, therefore; financial and banking institutions are considered so important
to offer facilities to them. Consequently, The Arab financial institutions (i.e. The
Islamic Bank for Development, the Arab Monetary Fund, And Abu Dhabi Fund)
have played a very important role to support and finance the Arab economic pro-
grams.

The world events and changes reflect themselves on the regional level with all its
negative and positive aspects. Accordingly, many Arab countries held various
seminars and gatherings to debate these global changes and the impacts of global-
ization and world economic grouping on the regional states. Not only that, they
discussed policies and began to organize frameworks to negotiate with WTO.
Also, they asserted on activating the role of banks to assist in developing the in-
dustrial sector to be able to compete successfully and modernize basic infrastruc-
ture and co-financing for huge economic projects amongst them.

AT The Local arena:

The attempts made by the non-stop reform program that started in 1995 to come
over the economic crisis through which the country is passing through.

The government has implemented a program led by the WB in 1997 and has been
supported by 80 million Dollars 40-year-free-interest loan for with a grace period
of 10 years to reform legal, financial and management aspects of banking sector.
On the other hand, the deficit decreased form 4% of the total GDP 1998 to be-
come 2% in 1999 as a result of the increasing price of Oil during 1999. Also, the
inflation rate decreased from 10% in 98 to 7% in late 99.

The deposits in commercial banks amounted to 191 billion Rial in 1999 compared
with 166 billion Rial in 1998, yielding growth percentage of (15%).

The government issued privatization Law that made a change in its economic
function. Additionally, it starts to study the possibility of establishing a financial
market, as the Arab Monetary Fund revived it.



“And taught thee what thou knewest Not (before), And great is the Grace of Allah unto
thee” AL. Nisaa.

Praise be to Allah Lord of the universe,

Prayers, peace and blessings be upon our beloved leader prophet Mohammed (peace
and blessings of Allah be upon) his people and followers.

Dear Shareholders,

Peace be Upon You,

It is a pleasure for me to meet you today in the third annual meeting of the General
Assembly, and to welcome you on behalf of the Board of Directors and to present
to you the third annual report for the financial Year ended December 1999, with
explanation for the most significant achievements during the period, and review-
ing the most important financial figures for the result of the year.

Brothers Shareholders,

The year 1999 was full of many developments and changes that directly affect the
economic affairs and consequently on the Banking financial activities at the local
as well as the international levels.

AT The International arena:

The world today is pacing towards the technological, and economic development.
In addition, the information systems have been highly developed. The entire world
tends to the economic liberalization, increasing competition and the multinational
conglomerates role. '

By 1999, 11 European countries joined the European Economic Community
emerged a new currency (Euro). It was a new monetary system with unpredictable
effects on the world.

Furthermore, The emerging phenomenon of globalization, which is adopted by the
WTO, will have its impacts on the future of the international economic relations.
The main target of globalization is to lift all barriers and restrictions that obstruct
the flow of goods and services amid countries. As an outcome of that, banking and
financial services must be developed and we have to be alert to improve our per-
formance by adopting the best management methods to enable us getting our posi-
tion amongst the giants of world.




Sharia Committee Members

Sheikh Nasser Al. Sheibani

Sheikh Hassan Al. Ahdal

Mr. Nooman Abdullateef Kamal

Sharia Controller



THE Management board members

Abdul-Jabbar Hayel Saeed

Chairman

Abdul-Jaleel Radman
Vice-Chairman
Abdullah Salem Al.LRamah
Member of The Board Of Directors
Tawfiq Jameel Abu Dabeseh

General Manager
Saleh Abdullah Al. Hadah
Asst. General Manager
For Int. Relations
Abdul- Rahman Al-Magqtari
Investment Dept. Manager

Mohammed Shamsan Al. Maamari

Branches Dept. Manager




5

.-\

5

=

|
'

=

i

oE

\

=

&

|
i

EEEEE

=l

‘T

n

The board of directors Members

Abdul- Jabbar Hayel Saeed

Chairman

Abdul- Jaleel Radman

Yice - Chairman

Members of Board of Directors

Tawfig Abdul- Raheem Motahar

Abdullah Salem Al. Ramah

Mohammed Abdullah Al. Suneidar

Abdullah Ben Fahd Ben Ghorab Qatar Islamic Bank
Representative

Mahfood Ali Mohammed Saeed

Mohammed Abdu Saeed

Dr. Abdul Wali Al. Shameeri
Abdullah Mohammed Al. Qoss
Omer Abdu Qaid




TADHAMON ISLAMIC BANK

A financial Islamic Institution established in
1995 and commenced functioning its activity
on 20t July, 1996 with the authorized and
fully paid-up capital of YR 1,500,000,000,00.
In its activities, TADHAMON ISLAMIC
BANK aims at providing its customers with
Banking and Investment services in accor-
dance with the Rules of the Islamic SHARIA
by presenting an integrated collections of a
highly effective banking products and in a
comprehensive system that ensures both qual-
ity and speed elements in performing these
services. It is also the aim of the bank to con-
centrate on these activities that realize satis-
factory returns for Depositors as well as for
the Shareholders with its commitments to
abide by correct professional economic Stan-
dards.

The Bank aims also at covering the social
needs in the banking services aspects in addi-
tion to its efforts to provide the special useful
and profitable services for our customers and

to take its responsibility toward the society.
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IN THE
NAME OF ALLAH
THE MOST GRACIOUS,
THE MOST MERCIFUL
YE WHO BELIEDUE FEAR ALLAH AND GIVE UP
WHAT REMAINS OF YOUR DEMAND FOR
USURY, IF YE ARE INDEED BELIEDERS.IF
YE DO IT NOT, TRKE NOTICE OF WAR
FROM ALLAH AND HIS APOSTLE: BUT IF
YE TURN BACK, YE SHALL HAUE YOUR
CAPITAL SUMS: DEAL NOT UNJUSTLY
AND YE SHALL NOT BE DEALT
WITH UNJUSTLY

THE QURA’AN AL BAOARA (278 - 279)






Taiz Branch
Tel: 233249 Fax: 226534

Hodeidah Branch
Tel: 222140 Fax: 224040

Mukalla Branch
Tel: 304741 Fax: 304740

Taiz St. Branch (Sana’a)

Tel: 600724 Fax: 600718

Sayoon Branch
Tel: 405604 Fax: 405241

Sana’a Branch
Tel: 203270 Fax: 203271

Aden Branch
Tel: 240536 Fax: 240520

( SIUPURIY Yukq dIWL[S] uoweypey, ()

Sheikh Othman Branch ( Aden)
Tel: 380781 Fax: 380784

Shiher Office
Tel: 332826 Fax: 332021

Ibb Branch
Tel: 407553 Fax: 401243




Head Office- Sana’a- Al zobiri a}/
Al Saeed Commercial Center
Tel: 203270
Fax: 203271

Tel: Assistant of General Manager for int. relations:
Chairman 202821
203362
General Manager
203360 202821

Investment Department Manager :




HIS EXCELLENCY THE PRESIDENT
ALI ABDULLAH SALEH
THE CHIEF COMMANDER OF THE ARMED FORCES



gl gttt =z, [

Tadhamon Islamic Bank
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