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37- 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. 2002 2001

Surplus Surplus

(deficit) % of capital (deficit) % of capital

YR 000's & reserves YR 000's & reserves
US Dollar 538,878 14% 402,253 13%
Saudi Riyals 119,899 3% 155,054 5%
Deutsche Mark - - 118 -
French Franc : 5 42,858 1,38%
Japanese Yen = 2,274 - 4,332 0,14%
Britain Pound 17,295 - 7,730 0,25%
Euro 65,804 2% 134,918 4,34%

744,150 20% 747,263 24%

38- TRANSACTIONS WITH RELATED PARTIES

The bank’s activity nature requires deal with some companies owned by shareholders
and members of the board of directors, such as financing Murabaha transactions con-
tracts, the bank deals with the related parties on the same basis applied to unrelated
parties. The following are the nature and balances of these transactions on the bal-

ance sheet date

Murabaha financing contracts

Current and saving accounts

2002

YR Millions

5,185
550

2001
YR Millions
3,141

561

39- COMPARATIVE FIGURES

Some comparative figures were reclassified to conform with this year classification.



35- MATURITIES OF ASSETS AND LIABILITIES

Due within
Due with- ~ Due with-  Due with-  Due within  more than
in in6 in9 cne‘{ﬁear one year YR Total
months YR~ months YR months YR Millions TR
Millions ~ Millions  Millions  Millions Millions
a- Assets = — — — = =
Due from banks 19,483 - - - - 19,483
Murabaha financing contracts 13,470 4,635 6,213 ) 6,964 31,282
Istisna’ financing contracts - - - - 33 33
Mudaraba financing contracts - : = 1,546 - 1,546
Musharaka T - - = 180 180
Financial investments 299 336 - = G 8§35
Contribution - - - ~ 110 110
LICs Loans 362 - - - . 362
Overdraft 151 - 151

33,765 5,171 6,213 1,546 7,287 53,982

b- Liabilities

Current accounts 14,390 1,050 810 2 16,250

Investments deposits 2,530 1,976 1,288 - 15,438 21,232
Savings accounts 2,933 3,864 4,311 = - 11,108
Due to banks 4,705 = 5 - - 4,705

24,558 6,890 6,409 - 15,438 53,295

36- DISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT LIABILITIES AND COMMITMENTS

Manufac- )
Investments turin Trade  Construction Services Others Total

ﬁ_on YR' Million  YR'Million YR’ Million YR’ Million YR’ Million

YR" Million  YR® Mil
a- Assets F —_—— =
Murabaha financing - 12,142 10,635 2,019 1,087 5,399 31,282
Istisna’ financing 5 - - - 33 33
Mudaraba financing 659 859 28 - - - 1,546
Musharaka financing 4 - - 147 33 - 180
Financial investments 83§ - - . - " 835
Contribution - E - - 110 - 110
b- Liabilities
Current accounts - 4,632 732 670 514 9,702 16,250
Unrestricted investment
Accounts : 6,065 5,902 - 2,290 19,919 34,176
c- Contingent liabilities
L/Cs ) 2,091 3,210 89 240 613 6,243
L/Cs - 5,490 5,550 - - - 11,040

Irrevocable commitments -
for Murabaha, c 9.690 - - - - 9,690




32- GENERAL AND ADMINISTRATION EXPENSES, DEPRECIATION AND

AMORTIZATION
NOTE 2002 2001
YR *000'S YR *000'S
Wages and salaries 311,552 238,887
Depreciation 15 65,578 62,703
Stationary 16,342 13,787
Communication 18,826 17,221
Water and electricity 14,570 10,042
Rent 49,997 39,697
Repair and maintenance 9,495 7,226
Car expenses 2,331 1,921
Advertisement 11,926 12,960
Transportation 30,205 25,443
Insurance 15,319 12,580
Studies 18,807 11,205
Entertainment expenses 1,073 356
Legal expenses 3,240 2,060
Cleaning expenses 15,838 11,341
Professional fees 3,252 3,008
Taxes and duties 7,041 6,246
Others 25,915 9,105
621,307 485,878
33- CONTINGENT LIABILITIES AND COMMITMENTS
2002 2001
YR "000'S YR ‘000'S
Irrevocable commitments for Murabaha 9,690,343 2,523,630
Letters of credit 11,040,182 4,792,714
Letters of guarantee 6,243,162 4,961,357
26,973,687 12,277,701
Less: Margin held (1,764,413) (800,473)
25,209,274 11,477,228
34- EARNING PER SHARE
2002 2001
YR ‘0008 YR *000'S
Net profit for the year 811,833 373,350
Board of Directors’ remuneration t4,500) (4,500)
Shareholders’ share in profit 807,333 368,850
Weighted average of number of shares 2,250,000 2,250,000
Earning per share YR 359 YR 164




27- REVENUES OF OTHER JOINT INVESTMENTS

2002 2001
YR ‘000'S YR 000'S
Gain of Mudaraba contracts 65,795 2,343
Gain of Musharaka contracts . 2,265 1,715
Gain of financial investments 24,522 -
92,582 4,058
28- COMMISSIONS AND FEES INCOME ON BANKING SERVICES
2002 2001
YR *000'S YR “000'S
Commissions on documentary credits 284,453 133,221
Commissions on letters of guarantee 34,642 10,452
Commissions on transfer of funds 42,537 30,257
Collection charges B 10,743 13,211
Services charges : 50,933 38,953
Other 16,931 15,208
440,239 243,302
29- PROFIT OF FOREIGN CURRENCY TRANSACTIONS
2002 2001
YR ‘000'S SRO0HG
Profit of dealing in foreign currencies 823,597 41,638
Gain from revolution of foreign currencies 72,451 131,774
896,048 173,412
30- PROVISION PROVIDED DURING THE YEAR T %
YR '000'S xR 00
Investment risk provision — 62,450 20,279
End of service compensation provision - 16,218
Other provision 44,000 48,000
106,450 84,497
31- COMMISSIONS AND FEES EXPENSES ON BANKING SERVICES
2002 2001
YR *000'S YR '000'S
Commission expenses related to transfer of funds 10,515 5,282
Fees relating to banking services ) 5,662 8,921
16,177 8,803




2001

Provision Provisions
for con- for end of
tingent service com- Oli’ﬂ' pro- Total
LT
Balance at beginning of the year 98,208 23,355 30,000 151,563
Provided during the year 25,083 31, 4I5 48,000 104,498
Used during the year o 1 002) (30,000) (51,002)
Balance at end of the year 123,291 33,768 48,000 205,059
22- UNRESTRICTED INVESTMENT ACCOUNTS’ HOLDERS
AND SAVINGS
2002 2001
YR ‘000'S YR ‘000'S
Return of unrestricted investments accounts and savings 1,835,430 1,219,183
Savings accounts 11,105,815 7,425, 645
Deposits for one year 2,331 4,480
Deposits for more than one year 21,232,164 16,403,802
34,175,740 25,053,110

23- CAPITAL

The authorized and paid-up capital is amounting of YR 2,25 Billion represented in
2,25 Million shares of nominal value of YR 1,000.

24- STATUTORY RESERVE

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.

25- RETURN ON UNRESTRICTED INVESTMENT ACCOUNTS
The investment profit allocation between shareholders and investment customers is
based on the percentage of their shares weighted by numbers. This calculation is pro-
posed by the budget committee and approved by the Board of Directions.The profit

allocation for 2002 was as follows:

Local

Currency % USD ss%
Investment deposits 13 3,825
Investment for one year 11,29 3,60
Saving accounts 9,88 3,15

26- REVENUES OF MURABAHA AND ISTISNA’ CONTRACTS FINANCING

2002 2001
YR *000'S YR *000'S
Revenues of local Murabaha contracts 1,727,167 1,441,525
Revenues of foreign Murabaha contracts
and deposits with financial institutions 213,875 292,558
Revenues of Istisna’ contracts 2,609 275

1,943,651 1,734,358




Depreciation amount to YR 65,578 Thousand for the year 2002 (YR 62,703 Thousand
for the year 2001)

18- CURRENT AND SAVINGS ACCOUNTS AND OTHER DEPOSITS

2002 2001
YR ‘000'S YR “000'S
Current accounts 13,916,588 7,506,633
Other deposits 2,333,011 1,393,144

16,249,599 8,899,777

19- DUE TO BANKS AND FINANCIAL INSTITUTIONS

2002 2001
Foreign banks Pl X008
Current accounts 4,705,320 266,120
20- CREDIT BALANCES AND OTHER LIABILITIES

2002 2001

YR DOOS YR "000'S
Accrued expenses e 20,309 21,052
Sundry credit balances - - 1,348,258 282,706
Prohibited revenues by Sharia 15,808 -

1,384,375 303,758

Prohibited revenues by Sharia

2002 2001
YR *000'S YR *000'S
Balance at the beginning of the year - 10,674
Revenues during the year 230,322 138,653
230,322 149,327
Expenses
Donations 19,499 11,922
Zakat ) = 3,334
Other expenses B 64 1716
Investment risk provision 194,951 [32,295
214,514 149,327
15,808 -
s 2002
21- OTHER PROVISIONS Provision  Provisions
for con- for end of
(oL, sga Obmpm g
000 R 000 YR'000's YR'000's
Balance at beginning of the year 123,291 33,768 48,000 205,059
Provided during the year 128,802 80,165 44,000 252,967
Used during the year - (77,498) (48,000) (125,498)

Balance at the end of the year 252,093 36,435 44,000 332,528



Investment financing provision

2002 2001
YR “000'S YR ‘000'S
Beginning of the year ) - 7,258 LS
Provided during the year 105,047 7.258
112,305 7,258
Ending balance
15- PARTICIPATIONS
2002 Percentage 2001 Percentage
YR 000's of In- YR 000's of In-
g vestments o vestments
The Sudanese Free Zones & Markets Co. 89,440 0,5% - -
Yemen Islamic Insurance Co. 20,000 20% 2
Yemeni Center for Conciliation
and Arbitration 205 1% 205 1%
Contribution in S, W. . F. T. 286 - 286 =
109,931 - 491 -

The market value of these investments were YR /109.931/ thousand in
December 31, 2002.

16- DEBIT BALANCES AND OTHER ASSETS

2002 2001

YR ‘000'S YR *000'S

Overdraft - 150,553 411,072

Unpaid L/Cs 361,940 1,238,749

Assets which titles have been transferred to the Bank 11,565 11,565

Advances 20,426 25,181
Qard Hasan to employees :

Prepaid expenses 29,783 3,222

Debtors ; " 6,681 2,476

Accrued income ) 51,101 195,476

Stationary 1,480 —

‘Property and equipment in stores 12,039 12,373

3,175 2,439

Less: Provision for doubtful debts : 648,743 1,904,553

(9,683) (20,021)
639,060 1,884,532

17- PROPERTY AND EQUIPMENT (NET)

2002 2001

YR ‘000'S YR “000'S
Land -~ . — — 124,582 107,080
Building = = = - 126,893 122,710
Equipment and machinery = - 110,916 118,746
Vehicles . s i 25,755 24,837
Furniture and fixture L= ) 98,283 48,642
Computers ) 61,385 58,509

547,814 480,524



Mudaraba Financing Contract Provision

2002 2001
General Specific Total General Specific Total
YR “000's YR 000's YR'000's YR '000's YR 000's YR’ Uﬂﬂ_’s
Beginning balance of the year 1,993 - 1,993 248 - 248
Provided during the year 12,951 - 12,951 1,745 - 1,745
Ending balance 14,944 - 14,944 1,993 - 1,993
13- MUSHARAKA DEBTS
2002 2001
YR '000'S YR ‘000'S
Gulf Finance House 147,831 -
Dar Al-Khibrah Al-Arabi 10,196 6,064
Al Saeed Hospital 22,078 22,145
Investment in Musharaka contracts 180,105 28,209
Less: Musharaka transaction provision (1,801) 287
178,304 27,922
Musharaka Transaction Provision
2002 2001
General Specific Total General  Specific Total
YR'O0s  YR00Ds  YR'000's  YR'O0s  YR'000s YR '000's
Beginning balance of the year 287 x 287 303 - 303
Provided during the year 1,514 3 1,514 - -
Provision used 5 - - (16) J (16)
Ending balance 1,801 Z 1,801 287 - 287
14- INVESTMENT FINANCING
2002 2001
YR '000'S e
Al Sokoor Europe Portfolio —— = 298,234 245,800
Al Shahama government certificates - Sudan 536,640 -
834,874 245,800
Less: Investment financing provision (112,305) (7,258)
722,569 238,542

The market value of Al Sokoor Europe Portfolio amounted to YR /185,929/ thousand,
Al Shahama government certificates - Sudan amounted YR /544,250/ thousand.




Murabaha Transactions Contracts Provision

2002 2001
YR'000's

General Specific Total General Specific Total
YR'000's '000's YR'000's YR000's ﬁz‘unn's

Beginning balance of the year 152,384 156,573 308,957 137,044 71,753 208,797
Provided (used)during the year 96,055  (76,926) 19,129 15,340 84,820 100,160

Ending balance 248,439 79,647 328,086 152,384 156,573 308,957

11- FINANCING ISTISNA’ TRANSACTIONS CONTRACTS

2002 2001
YR ‘000'S YR *000'S
Istisna’ ; 32,770 3,486
Less: Istisna’ transactions provision _ (328) (35)
Less: Deferred revenues (231) (440)
32,211 3,011

Istisna’ Transactions Contracts Provision
2002 2001

General Specific Total General Specific Total

YR'000s YR’ 000's YR' 000's YR *000%s YR 000's YR' 000's

Beginning balance of the year 15 x 35 472 = 42
Provided during the year 303 - . 203 S . -
provision used = N - (1) . (7)
Ending balance 328 7 328 35 L 33

2002 2001
YR ‘000'S YR ‘000'S

12- MUDARABA DEBTS — =
Qatar Islamic Bank 859,423 -
Al Rowad Financial Service Co. Ltd. 301,635 173,270
Financial Investment Bank ) 357,760 -
Al Shamiah Trading Co. 26,832 25,991
Mudaraba financing contracts 1,545,650 199,261
Less: Mudaraba financing contracts provision (14,944) (1,993)
Less: Deferred revenues (51,253) -

1,479,453 197,268




NOTES TO FINANCIAL STATEMENTS (CONTINUED) FOR THE

FINANCIAL YEAR ENDED DECEMBER 31/ 2002

8- CASH ON HAND AND RESERVE BALANCES WITH CENTRAL BANK

2002 2001
YR 000'S YR “000'S
Cash on hand 2587,596 2,146,562
Reserve balances with Central Bank of Yemen* 4,899,351 3,318,554
Purchased cheques 621 -
7,487,568 5,465,116

* The reserve balances with Central Bank of Yemen represents the reserve required and is not

available for the Bank’s daily business

9-DUE FROM BANKS AND FINANCIAL INSTITUTIONS

2002 2001
YR ‘000'S YR *000'S
a- Central Bank of Yemen — = =
Current accounts 2,910,755 1,399,967
b- Local banks —
Current accounts 127 196,333
c- Foreign banks
Current accounts 14,940,583 2,530,630
Deposits with financial institutions 1,631,729 5,249,813
16,572,312 7,780,443
19,483,194 9,376,743
10- FINANCING MURABAHA TRANSACTIONS CONTRACTS o _—
' YR *000'S YR *000'S
Murabaha - local 25,850,655 16,265,285
Murabaha - foreign 5,431,642 4,897,715
Less: Murabaha transactions provision 31,282,297 21,163,000
Less: Deferred revenues (328,086)  (308,957)
(867,441) (519,639)
30,086,770 20,334,404

Non-performing financing Murabaha transactions amounted to YR 139,305 Thousand at

31/12/2002 (YR 534,593 Thousand at 31/12/2001).
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holders and investment accounts holders on behalf of the Government Authority. The amount
collected should be remitted to the Government, which decides on the allocation of the Zakat.

FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS

7.1Financial instruments

a.

The bank’s financial instruments are represented in financial assets and liabilities. Financial
assets include cash balances, current accounts, deposits with banks and financing of Murabaha,
Istisna® Mudaraba and Musharaka transactions and related debts, investments financing and
participation. Financial liabilities include current and saving accounts, due to banks and in-
vestment accounts. Also, financial instruments include rights and obligations stated in con-
tingent and commitments.

Note (3) to the financial statements includes significant accounting policies applied for recording
and measuring significant financial instruments and their related revenues and expenses.

b.

a.

Fair value 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.

Forward contracts -

The bank does not engage into forward contracts to face its obligations in foreign currencies,
nor does it engage into foreign exchange to cover its future settlement risks in foreign cur-
rencies. :

7.2 Managing related risks

Return rate risk

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

Credit risk
Financing of Murabaha, 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 ob-
ligations 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 stan-
dards mentioned, additional procedures applied by the bank to minimize the credit risk exposure
should be stated such as):
Preparing credit studies on customers and banks before dealing with them and determining their
related credit risk rating.
Obtaining sufficient collateral 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 evaluate their financial
positions, credit rating and the required provision for non-performing debts
Distributing credit portfolio and investments over diversified sectors to minimize concentration
or credit risk.

Note NO. (36) to the financial statement indicates the distribution of assets, liabilities and con-
tingent liabilities and commitments at balance sheet date.

Cc.

Exchange rate risk

Due to the nature of the bank’s activity, the bank deals in different foreign currencies, hence it
is exposed to exchange rate risk. In order to minimize the exposure to exchange rate risk, the
bank is trying to maintain a balance foreign currencies positions in compliance with the Central
Bank of Yemen instructions and the requirements of CBY circular no. 6 of 1998 specifies that in-
dividual foreign 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 cap-
ital. Note (37) to the financial statement indicates the significant foreign currencies’ positions as
at balance sheet date.



m.

. Impairment of assets

are adjusted for the decline which is charged to the statement of income for each investment on
individual basis.

. Contingent liabilities and commitments

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

. Cash and cash equivalent

For the purpose of preparing the statement of cash flows, cash and cash equivalent consist of
cash on hand, cash balances with Central Bank of Yemen, other than reserve balances, and de-
mand deposits with other banks.

« Property, equipment and depreciation

Property and equipment are stated at cost less accumulated depreciation and impairment losses.
Depreciation is charged to the statement of income on the straight-line method over the estimat-
ed useful lives. The estimated useful lives are as follows:

Rate
Building 2%
Equipment 12,5%
Motor vehicles 20%
Furniture and fixtures 20% - 10% - 2,5%
Computer equipment 20%

The Bank reviews the carrying amounts of the assets according to its materiality at the balance
sheet 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 ex-
cess in the carrying amount is charged to the statement of income.

Any increase in the value of the assets is also recognized in the statement of income in order for
the increase not to exceed the original recoverable value of the assets before the impairment.

Taxation
In accordance with Article No. (26) of Law No. (21) for 1996 regarding Islamic Banks, the Bank is
entitled of privileges and exceptions as stated in the Investment Law. Accordingly, the Bank is

exempted from all taxes and duties for seven (7) years starting from the date of commencement
of operations. ’

. Statement of changes in restricted investments

Statements of changes in restricted investments, if any, presents investments fully financed by
funds received by the bank from restricted investment accounts holders or as result of issuing
investment units without participation from the bank with his own sources. The bank manages
restricted investments, including investment units portfolios, as an agent. The bank does not par-
ticipate in the investment’s outcome and the movement of restricted investments are presented
in the statement of changes in restricted investments.

. Prohibited revenues

Revenues prohibited by Islamic Sharia’ (CBY interest) are recorded at net in a separate account
under “Credit balances and other liabilities” on the balance sheet. Funds are utilized in granting
donations and providing the provision for investment risks.

SUPERVISION OF REGULATORY AGENCY

The bank’s business activities are subject to the supervision of Central Bank of Yemen in
accordance with the prevailing laws.

. SHARIA' BOARD

The bank’s business activities are subject to the supervision of Sharia’ Board consists of 3 mem-
bers appointed by the Bank’s General Assembly.

« ZAKAT

Zakat is computed according to the Sharia’ Board of the bank and collected from the share-
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portfolio and contingent liabilities and made in accordance with the following rates:

Performing debts and special attention

Non-performing debts 1%

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

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

Debts relating to financing Murabaha and Istisna’ transactions are presented on the balance
sheet net of provision, deferred revenues and uncollected revenues.

Valuation of Mudaraba and Musharaka financing transactions

Mudaraba and Musharaka contracts are recorded on the basis of the amount paid to the capital of
Mudaraba or Musharaka. In kind Mudaraba and Musharaka contracts are recorded based on the
agreed-upon value between the bank and the customer or partner. Accordingly, any differences
between this value and the book value are recorded as profits or losses in the statement of in-
come, in order to comply with the requirements of CBY,provision is provided for specific Mu-
daraba and Musharaka contracts which recognized losses, in addition to a percentage for general
risk calculated on the total of other Mudaraba and Musharaka contracts after deducting balances
secured by deposits and banks’ guarantees issued by worthy banks.

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

Performing debts and special attention

Non-performing debts 1%
Substandard debts 15%
Doubtful debts 45%
Bad debts 100%

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

Valuation of assets for which titles have been transferred to the bank as a repayment of loans

Assets for which titles have been transferred to the Bank or assets which the bank has otherwise
taken possession of, are included in the balance sheet under “Debit balances and other assets” at
the values carried by the bank. According to CBY requirements, an independent appraisal of
such assets is made at the time title is transferred or possession is taken. At the balance sheet date,
these assets are presented at the apprised value less any impairment, and any excess in the car-
rying value is charged to statement of income.

Valuations of restricted investments

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

.Investment financing

Investments in financial assets are recorded at the lower of cost or market value. At the financial
statements date, any valuation differences will be taken to the statement of income for each in-
vestment on individual basis.

. Participation

Investment in equity participation are valued at historical cost. In case of permanent decline in
their market or computed values-based on the study performed in that concern-their book values



NOTES TO FINANCIAL STATEMENT S FOR THE Fl-

NANCIAL YEAR ENDED DECEMBER 31/ 2002

1- BACKGROUND

Tadhamon International Islamic Bank a Yemeni joint - stock company was established under the
name of the Yemen Islamic Bank for Investment and Development in accordance with the Mini-
sterial Decree No. (147) for the year 1995. The name of the Bank has been changed to Tadhamon Is-
lamic Bank according to the Ministerial Decree No. (169) for the year 1996. The Shareholders extra
ordinary meeting decided on March 20, 2002 to change the name of the Bank to Tadhamon Inter-
national Islamic Bank. The objectives of the Bank are to finance. invest, and offer banking services
in accordance with the Bank’s Article No. (3) of its Article of Association which states that the bank
performs its activities in conformity with precepts of Islamic Shari’a. The bank started its activities
in July 20, 1996,

2- PREPARATION BASIS OF THE FINANCIAL STATEMENTS

The financial statements are prepared in accordance with Accounting Standards for Islamic fi-
nancial Institutions, local prevailing laws and regulations and in the light of rules and instructions
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 exchange rates at the date of trans-
action.
Balances of monetary assets and liabilities in other currencies at the end of the financial year
are translated at the prevailing exchange rates on that datc. Gains or losses resulting from trans-
lation are taken to the statement of income.

b- Revenue recognition

o
]

Murabaha 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 statement of
income, depending on finance percentage, using the straight line method over the period of con-
tract.
In order to comply with the requirements of CBY, the bank dose not accrue the revenues relating
to non-performing debts.
2- Mudaraba and Musharaka
# Profits on Mudaraba and Musharaka financing transactions, which initiate and terminate during
the financial year, are recorded in the statement of income.

Profits on Mudaraba and Musharaka financing transactions, which last for more than one fi-
nancial year, are recorded, based on cash profits distributed on these transactions during the
year.

3- Investment financing and Participation
The bank’s share in profits on its investments in securities and participation, including sub-
sidiary companies , are recorded when profits or dividends are declared.

* O

. Valuation of Murabaha and Istisna’ financing transactions
Debts relating to financing Murabaha and Istisna’ transactions, whether short or long-term, are
recorded at original cost in addition to agreed upon Murabaha and Istisna’ 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 deducting balance secured by deposits and banks’ guar-
antees issued by worthy banks. Provision is determined based on periodical comprehensive re-
view of the
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STATEMENT OF CHANGES IN SHAREHOLDERS’
FOR THE FINANCIAL YEAR ENDED DECEMBER 31/ 2002

Paid u Statutory General Retained
2002 fus B fem Do o
Balance at beginning of the year 2,250,000 241,815 613,828 1,836 3,107,479
Net profit of the year - - - 611,833 811,833
Proposed dividends - 121,775 - (121,775) -
Transfer to reserves - - 510,865 (510.875) -
Shareholder’s distribution - - - (168.750)  (168,750)
Proposed BOD remuneration - - - (4,500) (4,500)
Balance at end of the year 2,250,000 363,590 1,124,693 7,779 3,746,062

Paid u Statutory General Retained

Cupimr Reserve Reserve Earnings Total

YR'000's YR000's YR'000's YR000's YR'000's

1 A5 W S Ve

Balance at beginning of the year 2,250,000 185,550 470,078 LL,751 2,907,379
Net profit of the year - e - 373,350 373,350
Proposed dividends - 56,265 - (56,265) -
Transfer to reserves - - 143,750 (143,750) .
Shareholder’s distribution B - - - (168,750) (168,750)
Proposed BOD remuneration - - - (4,500) (4,500)
Balance at end of the year 2,250,000 241,815 613,828 1,836 3,107,479

(The accompanying notes on pages

Chairman

Abdul-Jabbar Hayel Saeed

17 to 30 form part of these financial statements)

General Manager

Tawfiq Jameel Abu

Zohdi Mejanni

Associated Accountant

M. Zobdi Mejanul
Astosinted Accoumtmn

Dabesah

‘Sana's, Jamuary 22, 2003



STATEMENT OF CASH FL
FOR THE FINANCIAL YEAR ENDED DECEMBER 31/ 2002

Note 2002 2001
Cash flows from operating activities: _ o s X5 0rS
Net profit 811,833 373,350
Adjustments to reconcile net profit to cash flows from
operating activities (15) 65,578 62,703
Depreciation 106,450 84,497
Provisions 80,164 15,198
Provisions for end of service compensation . (125,498) (51,002)
Provisions used 1,835,430 1,219,183
Return of unrestricted investment accounts N
Operating profit before changes in assets & liabilities 2,773,957 1,703,929
related to operating activities = o
Reserve balances with CBY - (1,580,797) (1,389,395)
Net decrease (increase) in debit balances and other assets 1,255,808 (1,657,784)
Net increase in credit Balances and other liabilities 1,275,568 373,938
Net cash flows provided by (used in) operating activities (1) 3,724,536 969,312
Cash flows from investing activities:
{Increase) in Murabaha and Istisna’ financing contracts (9,800,988) (3,326.930)
{Increase) in Mudaraba and related debts B (1,295,137) (174,435)
(Increase) decrease in Musharaka and related debts ~ (151,897) 2,151 [
Investment financing = (589,074)  (245,801)
Participations (109,440) (491)
Decrease (increase)in deposits with financial institutions 3.618,085 (5,249,813)
Payments to purchase property and equipment (132,867) (81,512)
Net cash flows (used in) investing activities (2) (8,461,318) (9,076,831)
Cash flows from financing activities:
Increase in unrestricted investment and savings accounts 7,349,821 8,101,868
Net increase in current accounts and other deposits = 8,506,383 3,593,561
Increase in due to banks and financial institutions e 4,439,201 251,785
Return paid . (1,219,183) (883,313)
Dividends paid (173,250) (117,000)
Net cash flows provided by financing activities (3) 18,902,972 10,946,901
Net increase in cash and cash equivalent (1+2+3) 14,166,190 900,758
Cash and cash equivalent at the beginning of the year 6,273,492 5,372,734
Cash and cash equivalent at end of the year 20,439,682 6,273,492
Cash and cash equivalent consist of .
Cash on hand - 2,588,217 2,146,562
Due from bank 17,851,465 4,126,930
Total 20,439,682 6,273,492

(The accompanying notes on pages 17 to 30 form part of these financial statements)

Chairmag General Manager Zohdi Mejanni

Associated Accountant

‘M. Zohill Mejannl
Tawfiq Jameel Abu S —

Abdul-Jabbar Hayel Saeed Dabasah ‘Sanw’a, Jeauacy 22, 2003



STATEMENT OF INCOME
FOR THE FINANCIAL YEAR ENDED DECEMBER 31/ 2002

2002 2001
Eﬂ_}t_e_ YR “000'S YR *000'S
Revenues of Murabaha and Istisna’ contracts financing 26 1,943,651 1,734,358
Revenues of other joint investments i 92,582 4,058

2,036,233 1,738,416

Less:

Returns on unrestricted investment accounts (1,835,430) (1,219,183)
The bank’s share in the return on Murabaha and joint

investments o B 200,803 519,233
Commissions & fees income on banking services 440,239 243,302
Gains of foreign currency transactions 28 896,048 173,412
Other operating income 29 18,677 16,581
Profits of activity . = o~ 1,555,767 952,528
Less:

Provisions 30 (106,450) (84,497)
Commissions & fees expenses on banking services 3] (16,177) (8,803)
General & administration expenses and depreciation 32 (621,307) (485,878)
Net profit for the year 811,833 373,350
Earning per share 34 YR 359 YR 164

(The accompanying notes on pages 17 to 30 form part of these financial statements)

Chairman General Manager Zohdi Mejanni
Associated Accountant
M. Zohdi Mejamnl
Tawfiq Jameel Abu ;
Abdul-JTabbar Hayel Saced . i Ty .20

Dabesah



BALANCE SHEET AS AT DECEMBER 31/2002

2002 2001

NLLG_ YR 000'S YR *000'S
Assets B )
Cash on hand & reserve balances with Central Bank 8 7,487,568 5,465,116
Due from banks and financial institutions 9 19,483,194 9,376,743
Financing Murabaha transactions (net of pro-
vision and deferred revenues) 3¢/10 30,086,770 20,334,404
Financing Istisna’ transactions ( net of provision
and deferred revenues) 3c/11 32,211 3.011
Investments in Mudaraba contracts (net of provision) 3d/12 1,479,453 197,268
Investments in Musharaka contracts (net of provision) 3d/13 178,304 29922
Investment financing 14 722,569 238,542
Participations L5 109,931 491
Debit balances & other assets 16 639,060 1,884,532
Property and equipment (Net of accumulated (depreciation) 3h/17 547,814 480,524
Total assets 60,766,874 38,008,553
Liabilities, investment accounts and shareholders’ equity
Liabilities
Current and savings accounts and other deposits 18 16,249,599 8,899,777 MK
Due to banks and financial institutions - 19 4,705,320 266,120
Credit balances & other liabilities i} 20 1,384,375 303,758
Other provisions _—— = 21 332,528 205,059
Dividends payable ) 173,250 173,250
Total liabilities = 22,845,072 9,847,964
Unrestricted investment accounts’ holders 22 34,175,740 25,053,110
Shareholders’ equity
Paid up capital B 23 2,250,000 2,250,000
Statutory reserve ) 24 363,590 241,815
General reserve == 1,124,693 613,828
Retained earring B 1,779 1.836
Total shareholders’ equity 3,746,002 3,107,479
Total liabilities, investment accounts and shareholders’ equity 60,766,874 38,008,553
Contingent liabilities and commitments 3i/33 25,209,274 11,477,228

(The accompanying notes on pages 17 to 30 form part of these financial statements)

Chairman General Manager Zohdi Mejanni

Associated Accountant

‘M. Zohdl Mejanni
Associated. M
Tawfiq Jameel Abu
Dabesah

Sana’a, Jenuucy 22,2003

Abdul-Jabbar Hayel Saeed



BALANCE SHEET




AUDITOR'S REPORT TO THE SHAREHOLDERS

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, 2002, 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.
(25). These financial statements and the bank's undertaking to operate in ac-
cordance with Islamic Sharia' rules and principles are the responsibility of the Bank's
management. Our responsibility is
to express an opinion on these fi-
nancial statements based on our
audit.

We conducted our audit in ac-
cordance with International Stan-
dards on Auditing and the Auditing
Standards for Islamic Financial In-
stitutions and the requirements of
relevant Yemeni laws and regu-
lations.  Those standards require
that we plan and perform the audit
to obtain reasonable assurance
about whether the financial state-
ments are free of material mis-
statement. 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 materi-
al respects, the financial position of Tadhamon International Islamic Bank at De-
cember 31, 2002, the results of its operation, its cash flows, and changes in share-
holders' equity, 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
promulgated by the Accounting and Auditing Organization for Islamic Financial In-
stitutions (AAOIFI) and with applicable local laws and regulations. Also, we as-
certained that none of the transactions undertaken by the bank during the year end-
ed December 31, 2002 contravened with the Law No. (21) of 1996 regarding Islamic
banks.

o

T

M.Zohdi Mijanni
Associated Accountant
Sana'a, January 22/2003

Zohdi Mejanni
Associated Accountant

ML Zohdi Mejunni
Assacinted.

'Bana's, Jemmary 22, 2003




FATWA & SHARIA CONTROL REPORT

Fatwa Committee Members

Dr. Hassan Al-Ahdal Chairman of the Fatwa Bord
Dr. Ghaleb A. Al-Qurashi Member of the Board

Dr. Mohammed S. Al-Jalal Member of the Board

Mr. Fuad Abdu Saif Sharia controller

Re: the report of the fatwa board on the bank's
activities during the year 2002.

In accordance with the bank's Article of Association regarding the set up of Fatwa
and Sharia control board and its responsibilities which focus mainly on supervising
and making sure of the bank's abidance by rules and regulations of Sharia while per-
forming its activities and on the basis of the cases reverted to the board of fatwa for
all transactions carried out by the bank during the financial year ended December
31/2002, we are pleased to present to you our report as follows:
The fatwa and Sharia control board has supervised during its periodic meetings and
concluded that all activities carried out by the bank were correct and go in line with
Sharia rules. The board has also supervised the level of abidance by Sharia rules and
fatwa by the staff of the bank while carrying out their duties. Meanwhile, the board
has received full cooperation from the bank's management regarding the in-
formation required, to abide by Sharia rules and regulations in all the transductions
and hence the board concluded as follows:-
All the bank's contracts made during the year ended December 31,2003 and the way
those contracts were applied go in line with Sharia rules and most of them on the ba-
sis of the board's recommendations and Fatwas except a number of wrong-
applications which the management has been notified with and was recommended to
avoid in the future.
The board confirms that all funds which have been gained unintentionally in viola-
tion of the Sharia rules during the last year and the past years should be kept in a
separate account and not to be included in the distribution of profits or to com-
pensate any loss or to meet any obligations. The board recommends that such pro-
ceeds should be utilized for charitable purposes.
As we present our report, we are pleased to express our thanks for the bank's man-
agement for the cooperation shown in this regard.
Finally, we wish the bank the very best in serving the interests of shareholders and
depositors as well as the national economy for the better of our country.

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

Member of the Board Member of the Board Chairman



Abdul-Jabbar Hayel Saeed Abdul-Jabbar Hayel Saeed, Mohammed Abdu Saced,Omar Abdu Qaid,

y Abdullah Salem Al-Ramah
Chairman

Tawfig Jameel Abu Dabesah ,Omar Abdu Qaid, Abdulah Alqas, bdul- Rah-

man Al-Maqtari, Bashir Seltan



THE BOARD OF DIRECTORS MEMBERS

Abdul- Jabbar Hayel saeed Chairman

Abdul- Jaleel Radman Vice - Chairman

Mohammed Abdu Saeed Managing Director

Omar Abdu Qaid Asst. Managing Director

Mahfood Ali Mohammed Saeed Member

Abdullah Salem Al.Ramah Member

Tawfiq Abdul- Raheem Motahar Member

Abdullah Mohammed Al-Qass Member

Mohammed Bin Abdul-Latif Al-Manea’a (Qatar Islamic Bank Representative)
Mohammed Abdullah Alsuniedar Member

Mohammed Naseer Alsnabani Member

THE MANAGEMENT COMMITTEE

Abdul- Jabbar Hayel saced Chairman

Abdul- Jaleel Radman Vice - Chairman

Mohammed Abdu Saeed Managing Director

Omar Abdu Qaid Asst. Managing Director

Abdullah Salem Al-Ramah BOD Member

Tawfiq Jameel Abu Dabesah General Manager

Saleh Abdullah Al- Hadad Asst. Gen. Manager International Relations

Abdul- Rahman Al-Magtari Asst. Gen. Manager Investment & Banking Operations

Mohammed Ahmed Saleh Investment Dept. Manager



THE BANK’S OBJECTIVES

* Strengthening and deepening the foundations of Islamic Banking and investment.

* Participating in the achievements of development drive to further promote the level
of performance of the national economy by offering the different investment for-
mulas.

* Qualifying human resources which represent the focal element and the real in- -
vestment for the bank.

* Encouraging investment operations related to small projects and enhancing the
abilities of low income categories by offering new investment instruments to serve
the different categories in the society.

* Covering all types of banking services and producing new products to catch up with
developments taking place in the computer and telecommunication worlds.

* Searching for specialized investment portfolios in real-estate and trade sectors.

* Expanding the level of awareness of Islamic banking through all available means.

ADVANCED BANKING SERVICES IN CONFORMITY WITH
THE PRECEPTS OF ISLAMIC SHARIA
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Is a financial institution. inaugurated in 1996 with au-
thorized and fully paid up capital of two billions and
Two hundred Fifty million YR.

The bank offers its banking and investment services
through integrated set of banking of high effective
products on the basis of Sharia. To achieve that, the
bank adopts a system combined with quality and speed
to offer services whereby the bank ensures favorable re-
turns for depositors and shareholders which are bound
to the truthful economic and professional standards.

With regard to the banking services, the bank works

hard to cover all social needs. Besides, it is seeking and

offering beneficial and excellent services for the bank's
clients and giving attention to its duties towards the so-

ciety.
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BANK’S
BRANCHES

Sana'a Branch

Taiz Branch

Aden Branch

Mukalla Branch

Hodeidah Branch

Shihar Branch

Ibb Branch

Sheikh Othman
Branch (Aden)

Taiz St. (Sana'a)

Sayoon Branch

Dhamar Branch

Hadah Branch

Hauodh Al- Ash-
raf Branch

Web Site :

Address : Al-Zubairi St.
Tel 1967 01 203270
Fax 1967 01 210350

Address : Jamal St. - Deluxe Ho-
tel

Tel : 967 04 252817/8
Fax : 967 04 252815
Address : Al-Mualla.

Tel : 967 02 240536/7
Fax 1967 02 240520

Address : Labour Area - Near
Hadramout Chamber of Com-
merce

Tel 1967 05 304741
Fax 1967 05 304740
Address : Port St.

Tel 967 03 208844
Fax : 967 03 208877

Address : Hunain St. Omar Bin
Maslem Building

Tel : 967 05 332826
Fax : 967 05 332021
Address : Al- Odain St.

Tel : 967 04 407553
Fax 1967 04 401243

Address : Al- Sailah - Sheikh
Othman

Tel 1967 02 380781
Fax : 967 02 380784

Address: Taiz St. - Near Com-
mercial Bank

Tel : 967 01 600723/4
Fax 1967 01 600723

Address : Main Road - Near Zu-
bairi School.

Tel 1967 05 405604
Fax : 967 05 405241
Address : Sana'a St.

Tel 1 967 06 509623/4
Fax 1967 06 509621
Address : Hadah St. - Sana'a
Tel 1967 01 505858
Fax 1967 01 510223

Address : Hauodh Al-Ashraf -
Taiz

Tel : 967 04 230382
Fax : 967 04 230 376

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