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VISION:

To be the pioneers in the Yemeni banking sector through effective
presence regionally and internationally to offer integrative Islamic
services and activities.

MISSION:

Tadhamon international Islamic bank is a stock Yemeni company
that offer banking and investing integrative services and activi-
ties locally and internationally through advanced means and work
programs that abide by the Islamic banking standards and are run
by a highly qualified professional staff that is committed to achiev-
ing the best profit for depositors and stockholders, offering quality
services for customers and contributing effectively to social and
economical development.

SOME OF OUR VALUES:

Trust: credibility in dealing, fulfilling commitrnents, safety on money,
and banking confidentiality.

Commitment: abiding by Islamic legislations in dealings and behav-
iors, and non-stop developing for systems and laws of concern.
Accountability: fulfilling and keeping all promises and rights for all em-
ployees, dealers, and stockholders based on the principals and values
that governorate the relationships between these bodies.
Transparency: transparency in dealing and providing all needed infor-
mation to all concerned bodies.

Customers first: giving priority to customers and satisfying their pres-
ent and future desires.

Team sprit: working as a team with crystal-clear aims, specific special-
ties, integrative distributed roles, mutual understanding for these roles,
and harmonious relationships.

Quality: developing and offering products with tremendous accurate-
ness, speed and professionalism.
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Praise be to Allah, and peace be upon our prophet Muhammad, his family, and companions
Attn : the Chairman

Members of the Board of Directors,

and Shareholders

Dear all,

Pursuant to the bank’s article of association wherein it is stipulated that the Bank should establish

its own Shariah Supervision Board and to assign tasks and duties of this Board to ensure that all the
bank’s transactions are in strict compliance with Islamic rules , and in view of the bank’s submission

of its balance sheet of the financial year ended 31/12/2010,which exhibits the results of bank’s perfor-
mance in the past year, we are pleased to present our yearly report as follows:

1-The Shariah Supervision Board held a number of meetings involving the bank's concerned person-
nel and has reviewed the bank's activities, answered the inquires posed , issued opinions “Fatawa” on
the outstanding issues , and provided Shariah-wise instructions and guidance .

2 - the board has conducted an internal Shariah Audit and held several meetings in order to monitor
the bank's adherence to shari'ah regulations in addition to providing explanations for questions raised
by employees and customers of the bank.

3 - The board has reviewed the bank's balance sheet, profit and loss ratios and the way dividends and
profits were distributed for shareholders and depositors in the financial year 2010.

4- The Bank's management takes responsibility in executing and applying the decisions passed by Sha-
riah Board and is required to keep the Board informed and updated about all transactions for which the
Shariah Board should issue recormendations or decisions , and thus the Board ‘s responsibility shall be
limited to express an independent opinion based on its supervision of the bank operations.

Taking into account all aforementioned ,and based on our reviews, the Board has noted the following :
1) - the overall banking transactions and investments operations which the bank has carried out were
deemed as conforming with the principles of Islamic Shariah. Whereas, for those minor breaches,
which have been found in some transactions, clear instructions have been given to make proper ad-
justments and corrections in line with Shariah rules .

2)-The distribution of profits and losses on investment accounts complies with the principles and rules
adopted by Islamic Shariah.

3)- the returns received from dubious sources and transactions which might not comply with Islamic
regulations have been recommended to be devoted for charitable purposes.

In conclusion, the Shariah Board extends its thankfulness to the Board of Directors , Executive manage-
ment and employees in the bank for their cooperation, and appreciates their keenness to adhere to
Islamic Shariah rules,

We supplicate to God to help and guide all of us .

INDEPENDENT AUMTORS® REPORT
TO THE SHAREHOLDERS OF
TADHAMON INTERNATIONAL ISLAMIC BANK (Yemeni Joint Stock Company)

We have audited the consolidated financial statements of Tadhamon International
Islamic Bank (Yemenmi Joint Stock Company) (The Bank) and its subsidiories
(together referred to as the Group) which comprise the consolidated statement of
financial position as st 31 December 2010 and the consolidated statements of income,
cash Mow, changes in shareholders” equity and the statements of sources and uses of
Qard Hasan Fund and the restricted investments for the year then ended, and a
summary of the significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

The management 1s responsible for the preparation and fair presentation of these
consolidated financial statememts in accordance with the International Financial
Reporting Standards, the Accounting Standards for Islamic Fimancial Institutions,
Central Bank of Yemen instructions and the lslamic Sharia’a principles. This
responsibility includes: designing, implementing and maintaining intemmal controls
relevant to the preparation and fair presemtation of the consolidated financial
stitements that are free from material misstatement, whether due 1o froud or error,
selecting and applying appropriate accounting policies; amd making accounting
cstimates that are reasonable in the circumstances.,

Auditors' Responsibility

Ouer responsibality is to express an opinion on these consolidated financial statements
based on our audit. We conducted our audit in accordance with the International
Standards on Auditing, the Audit Standards of the Islamic Financial Institutions and
the applicable laws and regulations. Those standards require that we comply with
ethical requirements and plan and perform the audit 10 obtain reasonable assurance
whether the consolidated financial ststements are free from material misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selecied
depend on the auditors” judgment, including the assessment of the risks of material
misstatement ol the consolidated financial statements, whether due 10 fraud or error.
In making those risk assessments, the auditor considers intemal control relevant to the
entity's preparation and fair presentation of the consolidated financial statements in
onder to design audit procedures that are appropriate for the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the group's internal
control. An sudit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting cstimates made by management, as well as
evalusting the overall presentation of the consolidated financial statements.

13
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion,

Opinion

In our opinion, the consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the group as of 31 December 2010 and
its consolidated financial performance, its consolidated cash flows, the changes in the
shareholders™ equity and the statements of sources and uses of Quard Hasan Fund and
the restricted investments for the year then ended in accordance the Imtemational
Financial Reporting Stndards, the Accounting Standards for Islamic Financial
Institutions, Central Bank of Yemen instructions and the Islamic Sharia’a principles.

Report on Other Legal and Regulatory Matters

We received all the information required for the purposes of our audit. We also
confirm that the group maintains proper accounting records and that the consolidated
financial statements are in conformity with these records. We further report that
duning the course of our examination we have not become aware of any material
violations of the Commercial Companies Law or its amendments, the group's Articles
of Assoctanon that could have had sigmificant adverse effects on the group's
operations or its financial position for the year ended 31 December 2010,

Mohamed Taha Hamood & Co.
31 March 2011
Sana'a

CONSOLIDATION STATEMENT OF FINANCIAL POSITION

ASAT 3 DECEMBER 2010
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COXNSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31 DECEMEER 2010
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CONSOUIDATED COMPREHENSIVE STATEMENT OF INCOME
FOR THE YEAR ENDED 31 DECEMBER 2810
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CONSOLIDATED STAT EMENT OF CHANGES IN SHARFHOLDERS' EQUITY

FOR THE YEAR ESDED JIDECEMEBER 2010
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CONSDLIDATED STAT EMENT OF CASH FLOWS (CONTINUED)
FORTHE YEAR ENDED JIDECEMEBER 1010
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CONSOLIDATED STATEMENT OF CHANGE IX RESTRECTED INVESTMENTS
FOR THE YEAR EXDED 31 DECEMBER 1010
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CONSOLIDATED STATEMENT OF SOURCE  \ND USES OF QARD HASAN FUND
FOR THE YEAR ENDED 31 DECEMBER 2011

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR EXDED DECEMBER 31, 2010

I BACKGROUND

Tadhamon Intermational [damic Bank - o Yemeni joint-stock company - was pstablished under the mame of
Yemen Islannic Bank for Investment and Development in accondance with the Minassterial Decree No.
(147) for the vear 1995, The name of the Bank has been changed to Tadhamon Islamic Bank according 1o
the Ministerial Decree No. (169) for the year 1996, The sharcholders extra ordinary mesting decided on
March 20, 2002 to change the namss of the Bank 1o Tadhamon Imernational Islaméc Bank. The objectives
of the Bank are 1o finance, invest, and offer banking servicss in afcordence with Article No. (3) of the
Bank's Anicles of Association which staes that the bank performs its activities in conformity with the
precepts of klamic Shani’a. The Bank stanted its activities on July 20k, 1996, through the main branch in
Sana’a and expanded 10 {23) branches all over the Republic of Yemen, in addition to the subsidianics
inside and outside Yemen as follows:

2000 2009
YROO0s ¥ RO
Opening balance;
Outstandang wtilized loans 530,665 1756
Add: Sosrces of Qard Hassan
Transfer from custumers’ current accounts 21,480 530348
Less: uses of Qard Hasan
Payment 1o customer” current account 53 665, (1LA3%)
Ending balance
Dutstanding wtifined loans 21,480 530665
Less: Qand Hassan fund provision 5307, 15307)
16,173 525,358
The following shows (he transactions of Qard hasan provisi
2000 200%
¥ RO ¥ R0
Balance as ol January | 5.307 5
Provided durssg the year — 1%
akance o ot Desessber 31 .37 .87

I'he atmched notes | 40 36 form an imegral pan of these comolidaied fimancial statoments.

Jlllm of cquity
Subsafisces namy | — .
Taalbaenon Cagital [1.5.C - [Rabrain bkt bbb
Tactiamon Heal Evsss Lad.-Yomm s Lot
Al-Wedad for Trading and lavesment - Yeamen LT LT

1 PREPARATION BASIS OF THE CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial staterments and all subsidiaries financial statements are prepared and presentad
in accoedance with Accounting Standards for lslamic Fimancial Institutions and also in accordance with
International Financial Reporting Standards, and instructions issued by CBY

3 SIGNIFICANT ACCOUNTING POLICIES
31 Accounting convention

The comsolidated financial statements are prepared accordance to the historical cost basis, except
available-for-sale investmsents, investments in real estate and financial instruments (financial asscts and
limhilities) hedd ar fakr value.

The consolidated Ginancial stacments are presemled in Yomend Rials and all values are rounded to the
nearcst one thoussnd Yemend Rials except when otherwise is indicated.

3.2 Consolidate lnancial statonments

The consolidated fimancinl statements comprise the fimancial statements of the company and s
subsadiancs as ot 31 December cach vear. Subsidiaries are fully consolidated from the date of acquisition,
beimg the date on which the Geoup oblains comtrol, and continoe 1 be consolidated until the date that such
conanol ceases,

The consolidated financial staements inchuded all balances of assets, labilities and results of operation of
subsidiartes afler eliminating all balances and transactions and income statemen items which result from
IMTA-Eroup transsstions.

The consolidated financiad statements Nom-comtrolling interests represent the partion of peofit and boss
mnd net assets not owmed, directly or indirectly, by the Group and are presented sepamtely i the
consolidated financial siniements and within equaty in the consolidsied statement of fnancial position,
separutely from the parent sharcholders™ equaty.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED JIDECEMBER 2010

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

13 Valuation of Murabaha and Istisna’s Anancing tronsactions

Debes relating to fimancing Murabaha and Istisna'a transactions, whether short or long-term, are
recorded ot cost in addition 1o agreed upon profits stated in Muabaha and Istisna’a contracts.

In order 10 comply with the requirements of CBY, provision is provided for specific debis and
contingent lahilities, in addition to a percentage for general risk calculated an the total of other debis
and contingent lishilities afler deducting bhalances secured by deposits and banks” gusraniees issued by
forcign worthy banks. Provision 5 detormined based on periodical comprehensive reviews of the
portfolio and contingent liabelitics and made in accordance with the following minamsm rates:

Performing debes mcluding watch list 1%
Substandard debis 15%
Doubnfid debes 45%
Bad debts 1007

Debes relating to financing Murabaha and Istisna’a transactions are written off if procedures taken
woward their collection prove seless, or il divected by CBY examiners upon review of the portfidio.
Procoods from detas previcasly written ofl in prioe years arc crodited 1o the provision.

Debes relating to finamcing Murabaha and Istisna'a transactions, whether short or loag term, are
presented on the staterment of financial position net of relaled provisioss (pon performing debis
provision and general risk provisson on performing debes), and defermed revenues.

3.4 Valuation of lmvestments in Mudaraba and Muasharaka contracts

Investments in Mudaraba and Mushamka contracts are recorded on the basis of the amoust paid 10 the
capital of Mudaraba or Musharaka. Investments in in-kind Mudaraba and Musharaka costracts are recorded
based on the agreed-upon value between the Bank and the customer or panner. Accordingly, any

differences between this value and the book value are recorded as profits o losses in the income stalement.

In ender 10 comply with the roquirements of CBY, provision is provided for specific Mudaraba and
Musharaka comracts which realized bosses, in addition to a percentage for general risk calculated on the
tetal of other Mudaraba and Musharaka contracts after deducting balances secured by deposits and hanks'
puarantees issued by wonthy banks

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continuced)
FOR THE YEAR ENDED 31 DECEMBER 010

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Provision = detormined based on periodical comprehensive reviews of the ponfolic and made in
sccordance with the following manimum rabes

Porforming debts including watch list 1%

Nen-performing debls

Substandard debes 15%
Doubtiul debts 4%
Bad debas 100%

AL the end of each vear, the Mudarsba and Musharaka capital i redoced by losses incumed which are
charged to the incomse stalernenl

Investments in Mudaraba and Musharaka contracts are presented an the statement of fmancial position al
carying value which represents cost less recognized kasses and related provisions (provision for non-
performing debts and general nsk provesion on performing debis ).

3.5 Ljarah and ljwrah Muntahia Bittumleck

Assels acquared for Tiarah and larab Mustahis Bittamleek are recorded at histoncal cost less accumulasied
depreciation and impairment bosses, They are depreciated, except for land, over the ljarah term.

At the end of the Harsh term, title of leased assets passes 1o the lessee, provided that all arsh installments
are scitled by the lessee.

3.6 Valuathon of lnvestments in real estate

Investments m real etate are treated as a portfolio. After initzal recognition, investments in real estale are
subsequently measured at fair value (instead of the cost less impairment losses in accondance with CBY
instrsctions). Unrealized gain or losses arismg from a change in the fair value are recognized in the fair
value reserve under oquity 1o the extem of the available balance of the reserve, In case such losses excend
the availible balsnce, the unrealized losses are recognized I the mcome statement under “unrcalized re
measurement gain or losses on investments™, and when the imvestment is sold the cumulative gain or loss
previously recognized in equity is included in the statement of incoms.

In cases there are unrcalized bosses that have been recognized in the income statement in a previous
financial period as a resubl of where objective evidence exists that a specific invesiment is impaired, the
unecalized gain related 1o the current financial period shall be recognized 1o the extent of crediting back
siach peevious losses in the income statement, Any excess of such gain over such prior-period losses shall be
added 1o the investiments fair value reserve in the statement of financial position, A significant or prolonged
decline in the fair value below its cost is an objective evidence of impairment,



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.7 Vialuatien of available for sale investments

After initial recognition of available for sale investmonts, Ihey are subsequently measured ol fair value
individually. Unecalized gains or losses arising from a change in the fair value are recogmized directly in the
fair value reserve under equity (instead of incomse stasement in accordance with CBY instrusctions) until the
investment is sold, at which time the camulative gain or loss previously recognized in equaty is included in
the statement of income.

In cases there are unrealized losses that have been recognized in the incomse statement in & previous
financial period as a result of where objective evidence exists that & specific investment is impaired, the
unrealized gain related to the current financial period shall be recognized 1o the extent of crediting back
such previous losses in the income statement. Any excess of such gein over such prior-period losses shall be
added to the investments fair value reserve in the stalement of financial position. A significant or prolonged
decline in #s fair value below ils cost is an objective ovidonoe of impairment, In case that reliable estimate
of the fair value of these imvestments cannot be obtained due to lack of cither quoted market peces oc
tangible stability in its prices and also cannot be determined with sulficient accuracy. as future cash flow
are pot determanable, these investments were carried at cost,

18 Valuation of held-for-trading investmenis

The mvestments which were held for trading are recorded ot cost on the scquasition date in the fimancial
statemnent date shall be re-mensured o1 fair valse. The differences sre taken 8o the incomse stabesnent.

2.9 Vialsation of investments in nssociates

Imvestments in associates which the Bank has significant nflisence ovier are recordad at acquesition cost. At
the consolidated financial statements date, these investments are adjusted according 10 the Bank's share in
the equity of associates based on the approved financaal statements of these companies. This adjustment is
taken to the inconse statement.

Lio Valeatbon of restricted investments

Musrabaha trassactions financed by restricted finvestment accounts are recorded on the same valuation basis
mentioned above (Note nos, 3.3 and 5.4) with related profits (losses) and provisions taken to ressricted
investment accounts net of the Bank”s share for managing these investments,

n Valeathon of assets for wikich tiles have been transferred 1o ihe Bank

Assets for which titles have been transfermed to the Bank are recorded in the statement of financial position
under “Debit balances and other assets™ a1 the values carried by the Bank less any impairment in its value at
the finoncial statemnents” date, This impairment & charged 10 the consolidated income statement, in case of
incresse on these assets the difference are recognized in the comsolidated income statement Lo the extent of
impairment previously recogmised.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

312 Fived assels

Fined assets are stared ot cost bess accumulated depreciation and impairment losses, if any. Depreciation is
charged 10 the income statement on the straighi-line basis over the estimated usefil lives of items of
property and equipment, The depreciation method, useful lives and residual value, if any, are reassessed
unaually by the Bank's management, The estimased wseful lives are as follows:

Estimated Useful Lives
Buildings 40 years
Machinery & equipment 10 years
Mogor vehicles 3 years
Furniture and fixmres 5 - 40 vears
Computer equipment § years

313 Impairment of assets
The Bank reviews the carrying amosnts of the assets, according to its materiality, at the financial staterment
date 10 determine whether there is any indicabion of impaimmend, If wsch indicalion exisis, the assets’
recoverable amount is estimated and companed with the carmying amount and any excess in the carrying
prpoumt is charged 10 the statement of income,

Any increase i the value of the assets is also recognized in the statement of income provided that the
mcrease does not exceed the original recoverable value of the assat before impairmsont.

L4 Other provisions
A provision i provided for present legal or constructive obligations as a result of past events and i is
probable that an outflow of economic bemelits will be required to settle the obligation based on the study
prepared by the Bank in order to estimate the amount of the obligatson.

118 End of service benelit

End of service bemefit for uninsured Bank emplovess is calculsted a1t 9% of last gross salsry for cach
complete month of service. The accrued benefit is included in other provissons,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (eontinued)
FOR THE YEAR ENDED X1 DECEMBER 2010

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Lie Taxation

For the Group operations inside Yomen, the taves are calculated in accordance with the prevailing laws and
regulations: in the Republic of Yemen.

For the Group operations omside Yemen, taxes are calculated based on tax laws and regulations in other
coustries in which the Group operales.

Provision for tax liabdlities B made afber condusting the necessary stslies and in consaderation of fax
ASSCRAMWTIS,

a7 Contingent liabilities and commitments

Contingent liabilities and commitments, in which the Bank is a party, are presented oll financial positbon,
net of margin held from customers, under “contingemt labilities and commitments™ as they do pot represent
actual assets or labilitics at the financial statements date,

318 Cash and cash equivalents

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

A Revenue recognition
. Murabahs and Istisma’s Finnncing transactions

Profits on Murabaha and Istisna’s contracts are recorded on the aconial basts as all profits at the completson
of Murabaha contract are recorded as deferred revenues and taken to the income statement, depending on
the finance percentage, using the straight line method over the 1erm of contract,

b. lavestments in Mudaraba and Musharaks contracts

Prafits on investments in Mudarsha and Musharaka contracts, which initiste and terminate during the
financial vear, are rocorded in the statement of incame,

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

¢  Conpmissions” revepuss and bank seryvise
Commissioes’ revenues and bank service charges are recognezed as the related services are performed,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED MDECEMBER 1010

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d. lavestments in assoclates

Revenue from investments in associates are recorded based on the Bank®s share i the oquity of these
companies in accordance with the approved lnancial statements of these companies.

e Available for sale investments

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

. liarah and liarab Muntahia Bittamlcek

The Hjarah and ljarah Mumahia Bittamleek revenues are recorded over the term of the lease contract

320 Prohibited reveawes

Revenues prohibited by Islamic Sharia’™a are recorded in a separate account under “Credst balances and
otler linbalities™. They are utifized in the areas approved by the Bank's Sharia” Board.

an Forcign curreacies tramsactions

The Bank maimains its accounting reconds in Yemen Rial, (presentation currency ). Transactions in other
currencics are recorded during the fnancial year at the prevailing exchange ratcs #t the dsie of ransaction,
Balances of monetary sssets and liabilities in other currencies at the end of the financial vear are transised
at the peevailing exchange rates on that date. Gains or losses resuliing from translation are taken to the
income statement.

The assets and linbilities of the subsidiaries 1 the consolidated financial statements date are translated ingo
Yeémeni Rial {presentation currency ) af the prevailing exchange rates ot that date. The income and expenses
of these subsidianies are translated a1 the averuge exchange rales during the year, Exchange dillerences
arising on translation are taken directly to other reserves within sharcholders” equity,

The Bank docs not engage in forwand contracts to meet its obligations in forcign currencies, nor does it
engage in foeeign exchange contracts 10 cover the risk of settlement of future Habilities in foreign
CUTERMCIcS.

SUPERVISION OF CENTRAL BANK OF YEMEN

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

SHARIA'A BOARD
The Bank's activities are subject to the swipervision of the Sharia"a Board which consists of 3 members

appointed by the Bank's General Assembly 10 monitor the Bank's activities according to the Islansic Sharia®
miles.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

t ZAKAT

Zakat is computed according 1o the directions of the Sharia’a Board of the Bank and collected from the
sharcholders on behall of the relevant government authority. The amount collected is remined 10 this
authority, which decides on the allocation of the Zakar

T FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS

7.1 Fimamcial instrumoents

The Group's fimancial instruments comsist of (inancial sssets and liabilities, Financial asscts include cash
balances, curent pocousts, deposits with banks and financing of Murabaha, Istisna’a, Mudaraba and
Musharka transactions and related debts, investment property, ljarah Muntahin Bittamleck. financial
mvestments pnd imvestments in associales. Financial lisbilities include curremt and saving acoounts, due to
banks and investment sccounts. Also, financial imdtraments include rights and obligations stated
comtingent labilfties and commitmerits.

Note (3) 1o the cossolidated financial stabements includes significam accounting poliches applied for
recording and measuring significam (nancial inssruments and their related revenues and expenses,

The fair vabue of financial assets traded in organtrad financinl markets is determinad by reforence to quoted
market bid prices on a negulated exchange # the close of business on the year-end date. For financial assets
nhere there & no quoted market price, a reasomable cstimate of fur value is daermined by reference to the
cusrent maaskes value of ancther instrumen which ks subsiantially 1he samse. Wiheee it is not possible o
arrive a1 a relishle estimate of the fair value, the financial assets are casvied at cost until sometime relishle
measure of the fair value is available, The fidlowing table provides o comparison by class of the carrying
armount and faarMvalues of the Bank's financial instruments that are camried in the financial statements,

The 1able does not include the fadr viloes of mon-financial assel and noo-financial labilities.

— e 2009
Currying Fuir " Camying Fair
ameount Value asnoant Valse
N R Y RODOs YR Y RO,

Financial mssets
Canh i hand and neugrvg balance with g CIEY SR G)EEST 58,938 487 H2IE M AL238749
Wi ahube frnerscing trarmotine TE 048 TR0 a5 69317, 8 R31T, 854

b’ s firdesd g il hons 2090 004 L L L, Arid L, AL
Imwestrrend in stk cortracts | NeER TS o595 795 w0 a4T008
ljarah Musizdia Bitzredock BN TEL Y 1552908 B30 520 SITADE
Investment in real estate available for Sale 118199138 110,199 258 B8, 724,758 BS72ATEE
Imvestrmamis WI0an WA an 3LOTRN Rymen
Veld-fom-trading imeiment 1581 3% 1L501.32% LA IRLAGK
{rscvlirent i sascisdos w1760 w1761 51,55 51,956
Restracted Hisesloenl 0519 M0 519 IR0 ITR S

ROTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

7 FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS(CONTINUED)

Fimandid B loflities

Curtent sccumnts snd et deposits K2 615 807 B2 415 807 64,957,503 63,957,853
Dre 1y buardis 7 san 5T ARD 41,590 41.3%
1 aredrasad it oatment md sy ity accournts 240 783,219 240,753 219 203,613,147 213613047

The Group mcasurcs fair values uwsang the following fair value hicrarchy that meflects the significance of the
inputs used im making the measuroments:

Level 1) Fasr vitlues are haseyd oo guoted prices (unadjeacd) in active maskets for identssal asscis

Level 2: Fair values are based on inputs other than quoled prices included within levell that are observahle for
the assets either diroetly (ie. a5 price) or indirectly (i, derived from prices)

Level 3 Fair valoes arc based oo inputs fisr assets that are not based on obssrvable market daga.

The fair values for available-for-ssle investments comprise of YRO00s606,970 (2009, YRO00::2, 1 27 468) under
the Jovel | category, YROOOSI3,603,466 (2009-YRO00s:14,678.381) under the level 2 category and
YROO0s: 783299 (2009:-YRO00s:15,267 641 ) under the level 3 of the fadr value erarchy.

Moseover, the fair wvaloe for  held-fortrading  investments  comprise of  YRO00s1.501 320
{2009 YROD05:252 408 ) ussder the devel | casegory. There were no investments gualifving for levels 2 and 3 fakr
value disclosures,

73 Financial imstraments for which fair salue approsimates carryimg yalue

For financial assets and financial labilities that are liquid or having 2 term maturity of less than three months, the
carrying amousts approximsate o eir Taie valoe,

7.3 Rbk management of Mimanclal instroments

Risk is inberont in the Group's activities but it is managed through a process of ongoing identification,
messunensent anid monisoring, subect 10 risk limits and other controds. This process of sk management is
critical vo the Group™s contineng profissbility and cach indavidual within the Group is ascountable for the risk
exposures relating 1o his or her responsibilities.

Monitoring and controlling risks is primarily peeformed based on limits established by 1he Group, These limits
reflect the husiness strategy and market environment of the Bank as well as the level of risk that the Bank is
willing to accept, with additional cmphasis on selecsed inlustries,

Information compiled from all businesses is exnmined and processed in oeder S0 malyze, comtral and identify
catly visks, This information is presenled and explaimed to the Board of Dircctors (ultimately responssble lor
identifying and controlling risks), the risk commitsee, and the head of each busimess division,

The Bank ix exposed 1o orodit risk, lgquidity rask, isterest eale risk, cufmency risk, operating risk and other ks,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR EXDED 31 DECEMBER 2010

FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS(CONTINUED)

s Creditrisk

Financing of Murataba, lstisna’s. Mudarba, Musharaka transactions and Farah Muntahis Bittarmdeck and their

relsted debes, cusrent accounts, deposits with banks and financial ivestments and rights and obdigations from

vthers are conssdered Anancal asscts exposed 1o credit risk, Cradit risk ropresents the mability of these partscs 10

meet their obligations when they fall due. In order 3o comply with CBY circular No, 10 of 1997 regarding the

;ﬂfrﬂﬂmuﬁwmmmnﬁnimMhmmmywlumdhﬁ
A

e Prepaning credit studies on customers and hanks before dealing with them and
determmining their relaed credit fsk rating.

s Obtaiming suflicient collatarals o minimize the credit risk exposure which
v result in cases of insolvency of customens and basiks.

s Following up and perindical reviews of castomers and banks in order 1o
evnluate their financial positions, credit rating and the required pravision fior
non-perfomming debes.

s Desinbuling credit portlolio and investments over diversaBed sectors 1o
minamize comcentration of credit msk.

Thee table below shows the maximum exposure to credit risk for the compoments of the financial position. The
maxkmum exposure is shown gross, before the effiect of mitigation by the wse of collateral agreements:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continuwcd)
FOR THE YEAR EXDED 31 DECEMBER 2010

FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS(CONTINUED)

b, Liguidity risk

Laquidisy risk is the risk that the Gronp will be usablie to meet its obligatioss when they fall due and other risks
related 10 sufficient laguidity withowt incurring losses on timely basis. To limit this risk. the Growp's management
in addithon 1o its core deposis base, manages assets wigh lguidity in msind and monitors futare cash Nows and
liquadiity on a daily basis and has armanged diversified funding sources

The table below shows the maturity analysis for financiad |iahilities that shows tremaiming contractml matunities:

Fram & a0
Horss tham & Vw3 to Moath to herl Totsd
Mhoath h mawh I yewr Year W H0e
VRus0s VRO WS YR ey
| abwelitngs
D 10 banks and 37 680 -— - =— 17 600
F v il aestitulions
Currest sccounm mnd M aRan2 TN AT e e 1618 507
iy depuits
Ueresirited irnestments A A 087 WA TV 2 3 Red Jm0 LB A 240 342 o0
ard sarvirg acoouit s
Heodders
Rentrtad isvestments s — - ALY — BLURILY
Tioeal liahilisas TH 35T 149 L RN TE A 4 TI 6k SW7 JD A0 T
Lgaa than § Fisrn e Frains Chver M
Month & menths Mondh o Yeur Toesd
W RGO ¥ 00 1Y Fuids YR OO VRO
| iabuiticy
Dyt harkos mnd
Femancial mssutiony 4190 — — - F1.00
Curnpst accoanms and
ke deposin 1T 0 SR ARG 0T Tk {5 E S BROST AN
L'nrpatricsod irmvinamris
ana sEving accounis
Heddams L% SRS AR 0, S48 1Y SXAT) 05 ALY
Hadrtod imgsamem e — STRA00 —
Teomad Fabvilmaes &2 G} 334 TEATTE19 6953102 51,439 002 THZ O K0
¢ Return rate risk

U1 20Mr
¥ s YR

Ciash i hasd reserve balances CBY {enchoding cad on A2 247 i
hand ssd ATM ) AR 348
D Trows hanks and finascial irssoom A6 hSs 1EY 62242 608
Eorataha fisans ity st 7043 433 HIITAM
Batzana’a fina ing ramastaim B20% 6N TN
Iewevimmesd i rodeahadt st P The TR 120
Bavestineet in Mrevhacaka CoSiraty BOA9S 195 RSN
Fjarah Mbarahia Woangalnlegh 551 99 LELT 50
Exvourment in real custs 110, ¥99. 258 S5.TMTR
Held-fin  e=adang i estens 1501 320 252408
Availsbée for sabs mvesment LLEINELY 3207359
Laveutinents in associaies hETeL 31
Bestn todd (muedemactils 390 51 ITRADD
it Balarmes ard ot issets T4 CRIYEATO

SR S50 T2 079912
Contingen: liahdarics amd comm ey T4 452 152 OO
Total credin expossre 433,181 981 391,796,895

The Geoup manages conceniration of risk by dsinbuting the portfolso and contnpem  lisbilies and
commitments over diversified economic sectors and geographical locations. Note mo. 46 shows the distribution
of assets, lisbiligies, comingent lisbilities 2nd commitment based on economic secsors and Note no. 47 shows the
dEstributson of fnancial imstruments based on goographscal locations at the financial statement datc.

Return due on unrestricted investment and saving accousts is determined on the hasis of Mudamba costract,
whiich desermines profit (loss) sharing basis during the period. Accoedingly, any change in the profitabilicy level
will detormine the rctum matio Bat the bank could pay to weresiricled investiment and savimg accounts holders.
Therefore, the bank iz not exposed, directly, to the nisk of change in return e,

Niate no. 32 shows the average allocation of investment and saving acoounts return rate during the year compared
with the last vear.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR EXDED SIDECEMBER 2010

d.  Exchasge rate risk

D 10 the rature of the Bank's activity, the Bank deals in differem foeeign curmencics, hence it bs exposed 10
exchange rate risk. In order 10 minimize the exposure %o rate risk, the Bank is trying to maintain a
halanced foreign currencies position in compliance with CBY instructions and the requirements of CBY circalar
No, 6 of 1998 which specifies that individual foreign cumency positions should nol excosd 15% of the Bunk’s
capital and reserves, and that the aggregate open pos#tion for all fecign should not excoed 25% of the Banks
capital =nd reserves.

In order 10 comply with CBY circulsr 0. 6 of 1998 1he Bank regulsory monioors its foreign curréncy positions
and sells the excess funds i forsign curmencies o1 the prevailing exchange rales ot the &ale of transaction.

The table helow shows the Bank*s significant net exposures 1o foreign cumencies

US dodlar EURO Sawdi Sterlimg UAE Hahrain
Rial Pound Dirham Dimar
Y RO0G YRO00, Y HO00y ¥ R0 VHO00 ¥ RO00
Aoty 130619166 6289733 25291927 3680522 2709322 6637192
Liskilities A33EWITS 4588552 0597691 My 433 125 800 ——
Net cutrency 16,728 987 1671141 615,536 3,371 08% 32585522 6,637,192
Presam
YEN l'-l-r Fruak Sudanic o
Japancie S besnbr Found Total
Y RG0S "ﬂlﬂl Y RO00s ¥ RO00s Y RO0%s
Astels B1.000 1,688 070 S2H47 B125234 239,710,195
Liahilitses 40,108 == M - 159,965 198
Net curreny Position 40,892 1,658 (070 (26T R A25.20 T9. 744,797

US dallar EURO Saudi Sterbng UAE Rabrain
Risl Poard (B Drinar

2000
. Total
¥ ROMs YRO0Gs YR 000s ¥ RO00s Y RO W OO0 ¥ RO

Asscts LINEMEATS  5.R10.851 0,754,598 THEH 1LMOHN 6536 14TS5GAR
Lishliies 13017224 3943700 151092 D316 R ARIT 1A

b

oumn 101,196,631 LRERISE 040,00 1528 20000 GAT9 000 BORSS D55

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (cantinued)
FOR THE YEAR ENDED 31 DECEMBER 2010

FINANCIAL INSTRUMENTS AND MANAGING THEIR RELATED RISKS (CONTINUED)

8 Operntional risk

Operational risk is the risk of direct or indirect boss dise to an event of action causing failune of techaology,
process of personncd, The Group secks 1o minimize actual or potential losses from opertional risks failure
theough a framework of policics and procedures that identify, assess, comtrol, manage amd repoet thase risks,
Controls include effective segregation of duties. access, suthorization and reconcilialion procedures, stalT
education and asscssment processes.

9 iher risks

Other risks to which the Bank is exposed are regulatory risk, legal risk, and reputational risk. Regulatory
risk is controlled through o fremework of compliance policies and procedures. Legal risk is managed
theough the cifective implementation of the advise of internal and external legal advisers. Reputational risk
is comrolled theough the regulsr cxamimation of msswes that are comsidered o have repuiational
repercussions for the Bank, with guidelines and policics being isssed as approprimic,

0 CAPITAL MANAGEMENT

The Group maintsins an actively nanaged capital base 1o cover risks inberent in the business. The adoquacy
of the Group's capital is mositored using. among other measures, the rules and ratios established by the
Hasel Committee on banking supervision and the instractions adopted by the CBY., The primary objectives
of the Group's capital management ane 1o ensure that the Group complies with externally imposed capital
requirensents and the Group madntains strong crodit ratings and exeellent capatal ratios in ender 1o suppont
its business and to maximize sharcholders’ vabue,

The CBY requires cach bank in Yemen to maintain & mininsum ratio of 1otal capital 10 the risk weighted
assets 2t or above the intermationally agreed mindmum of §%.

The capital adequacy ratio <akulated compares between the core and supplememary capital with risk
weighted total asscts and Rabilities at the consolidated finencial staements date, is a8 follows:

o 2009

YR millins Y It million
Core capital 3% 389 38373
Supplemcniary caplal FAL 1452
Total capital 10,379 WIS
Risk-weipghted axsets and buabilites:
Total assct 224,19 207.163
Total risk-werghtod anscts and liahilitics a8 164 33,758
Capial adoquacy raito %15 20 17,0%%

The coee capital consists of paid-up capital, reserves (statutory and general) and retained earnings (after
deducting investment in any local bank or financial compamy) while supplementary capital consists of
general provisions on performing debts with percentage 1% which should nat exceed more than 2% of risk
weightod asscts,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) FOR THE YEAR ENDED 3IDECEMBER 2010
FOR THE YEAR ENDED 31 DECEMBER 2010

1 MURABAHA FINANCING TRANSACTIONS
9 CASH IN HAND AND RESERVE BALANCES WITH CENTRAL BANK

Note e 2009
2010 2009 YROM00s YRO00s
Lo L Financing Murabaha transaction TOTAIT 73,293,793
Cash on hand snd ATM machines ~bocal cErency A Ba2127 403744 Less: Mourabaha tramsactions Provisons 74 AT 709, (1.292.164)
Cash on hand and A TM machines - foreign currency ALR4R912 77107932 Lss : Deferred revenues 3220108, (2.683.777)
I 651,059 11,748,404 T5.043 433 69,371,554
Reserve halances at CRY ~Local cumency 9.213 806 9650489
Reserve halances at CBY- foreign cumency 33,033 842 2283685 Non-performing financing Murabaha transaction amounted to YR 1,228,558 thousand s 31 December
42 247 648 FLART IS 2000 2009; YR 1,446,226 thousand), At the breakup of above amoant is as follows:
58 938 687 44,235,749 .
2010 2009
The reserve hllm m'ﬂh CBY represemt the reserve roquirements against customers” accounts in Yemeni YR000s YROON
Rial and foeeign cusrencics. These funds are not availahle for the Bank s daily business. Sul dard det 524068 120683
In accordance with CBY Circulas No, (1) of 2008 effective from | April 2008, the percentage of reserve Doubtfl debes 135,968 128458
balances held s CBY on Yemeni Rinl customer accounts was reduced from 10%% (retum bearing) to 7% Bad detas 568 528 S97.05%
(nom-return bearing), The percentage of reserve balances on Foreign currency castomser accounts remained 1228 558 1.446.226
unchanged at 20%% (non-retum beanng), J
10 DUE FROM BANKS AND FINANCIAL INSTITUTIONS
000 2009 12 MURABAHA TRANSACTIONS PROVISION
YRO00s YROCOs
A)  Central bank of Yemen _ _ inond - 2009
Central account -local currency 15 643 454 7057375 speckfic General Total Specific Ciemerad Tonal
Current accoun —forsign currency 1,350 818 1014971 YROO0: YROGN YiRosn YRO00 YRO00s VIR
LaLTIT TIRTE ARAR
g} Forcken bagks | . | Provided during the yenr 80,507 107,353 187 560 - - -
AICOR ecou . IS5 Provision wied (18, == 15, (150} - (150)
Deposits with Islamic financial institutions 19,398 924 245514720

46 656 LES 62,242 805 Balance 3t 71 December T8 660 751,046 L AT 648,471 643,693 1,292,164




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continpued)
FOR THE YEAR ENDED JIDECEMBER 2010

7 INVESTMENTS IN MUSHARAKA CONTRACTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

] INVESTMENTS IN REAL ESTATE
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zole 2009
Note 010 2009 YRoobs YROO0s
YRO00s YROO00 _

Frreestracsd s Minharks ositract-forcgs 068 019 SATEWD Inveutereni .ll'l el Hﬁlﬂ:— bocal m : | 10,576,415
Investment = Mestarks commacn-lacal 2494 420 1,560,861 Investmcrnd an teal - forcign §2513 338 ST2M3IN
11,762 43% 0433 _ _ 94,907 641 ”fsm

Liws: Wisntuariia mvestrmemt prevsion 8 B6.644, {R01.206) Crange in fair vadue (wrcalired Flﬂi 14,900 878 17.803.531
10 895 795 DE4T008 Unncalped pies from investssent in real caste et o148

109 80K 719 85,724,788

Non-perfoeming Musharaks comtracts which are classified as bad debas, amount s0 YRE42, 782 thousand at
31 December 2010 (2009: YR710,914thousand )

Investiments m real estile — foreign is registered m the name of related partics who provided written
assignment in faver of the Bank,

1% INVESTMENTS IN EI.USHAW CONTRACTS PROVISION The Bank is Iy Mg the e legal o 4o reiikites the i il s B .

Specific torncral Total Gemersl  Specific Teaal
VRS0 AL ¥ Ry VRO  YROOO:  YROM
: _ 2 AVAILABLE FOR SALE INVESTMENTS
Balssce a1 | Jasveary TN #0392 B 266 s Tiw0 790
Provided durng the year 504290 — e TG e TIRNIE _ 010
Trasstermed w geoeal 6 430 A 430, = - = e m w Tm
Priveiniom svad durirg the yer (128260, — (128 260, m— . —_— :
Provissns st requined 1259, — DIL 5T, e — = Avalable-sshe investmers -bocal s 3 W00, (0% 2 ko S0R
Ratance a1 31 December 841782 Py T Be6 646 ISR W Wi 0e Avalable-sale investment - foreign 3T 36021833 39,400,057
ITH 224 35921 841 42,200 065
19 LIARAM MUNTAHIA BITTAMLEEK (Uerelined Losses) o, 88758 L
2010 2009 Loss: change m ir 3 valasf anngafingd hoss ) : (423 400, 12,335, 758,589,
' ) IMTTIE 36 i-‘-'!lll“: im 123
Total cost 534,253 900,550 it it .
Less: accemulbmed deprociaticn (1254, (261.259) 2009
Net book vilhe 332999 619,615 ot Ungusted Toeal
YROO0 Y RO00s Y000
The balance as at 31/12/2010 represents the cost of 180 cars kased 10 various entitics accanding to ljarsh AREIonnts SR "::: e 1 :":: 1;;,“?;
Munashia Bistambeek contracts that end in 2013, The halance as at 31/122009 represents the cost of 180 Avsilabic-sale invesiment ~ foreign _%n%ﬁ:ﬁ.;%.. H%w — N
<ars beased o various entilics acconding S0 Harsh Murtabia Bittamdock comtracts thal cnd in 2001, o - -
Lews: change im fair & vabuunneslizad o) _ 78060008 (534.841)
2,127,468 20,946,522 32,073.59%

Available-forsale investments (enquoted) as at 31 December 2010 inchuded YRO00s:8,346,784 (2009
YROO0s:15267,641) which are carried ot cost  due to the difficulty of obtaining a reliable estimase of fair
value for these investmenis as there are no quoted market prices and fistiure cash flows cannot be determaned
with sufficient accuracy,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED JIDECEMBER 2010

2 HELD-FOR-TRADING INVESTMENTS

Chpening: Balance @ | Jamnsary
Purchases dusing the year jcost)
Unrcaliood fair value

Forcign exchange dalference

LS INVESTMENT IN ASSOCIATES

YRO00 s

Islamicn Co. For Payments Ld. (Yemen) EN Y
Liesa: Impairnsent in value {18.883)
Tadhasnon Group Holding Lud, (Unitesd 51,954
Arab Fenirates)
Add; Group sbare in Ube et ssssts of the 9,505
ESEKINC e —

&1, 761

61,761

Al the associste companies are unquoted in a stock market,

2010 3009
VRO00s YRO00s
- -
2059924 191,652
B6H 191, 50,174
274719 (1 v
1.501 320 282408
ml‘um
of equity YROO0s al equity
4% 18,853 4%
(18.883)
- 35%
9,262 5%
(7.306)
£1,056

51,956

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 3 DECEMBER 2010

24 DEBIT BALANCES AND OTHER ASSETS

Ditaors of Lagoon Land
Dverdraft acooents
Advanges 1o emiplonoes

Prepasd cxpeniacs
Debonoes of Fparsh Muntahia be Tasbeck

Progect in progress

Sastaorary inveniory

Fquipment in stores

Assets which tatles have been transferred to the bank
Other debit balances

Less: pronasion foe doubtful debes

15 PROVISION FOR DOUBTFUL DEBTS
Naote

Opcning balance o | January

provisaoes reversed “hn
Balance @ 31 December

Notre laie 2inr
Y RO00s ¥ RO008

25018 282695

7™ 99, %60

61020 38539

—— T304

1.667 90§ 95950

0 S804

ns el =

27N 28IR3

22T N0 2689475

12800718 RS LY

@ anme  (18.08)

T 0 239 ENE 470

2010 2009
N ROOOs Y RO00s

187 82 27684
15 T4 ware
—. (R9.762)
208 The 187,082
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2010

16 FIXED ASSETS

Tt
V.

[

6815432

L T0L515
.956.19,

128 862
28,300,

g REL

Hi6343

2097247
'.lwm‘“-ﬁ

As N an 2300

[henumad

el
& 569 520

[ ]

T4
923 202

4,630

&9

377,208

AN Decrasber D10

LN L

29 834

2473 768

1527474

1217150

41722}

114,419

66215
t4.643,

AELE L
WA

l

AL D senaary 200

148354

105241
29,057

sS40

l

Charge £ the o

R bara ran dvipuma

461919

19,9061y

5.2%9

(= ¥
1571445

&6, 363

217
I78 159

16

176 251

324
473,633

Al M Becrmsber 2010

1375

Net carvying amouni:

At Jilecember 20010

Mg MDeceniber 209

4998003

5,500 782

153 874
]

13710

1527474

28B4 4B

31,750

59

e, Ts

2 AN

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2010

7 CURRENT ACCOUNTS AND OTHER DEPOSITS

2010 2009
YRBOD= Y RO
Cuarrent agcoumts 73,062 201 62807145
Cash deposits B JE8 926 4.5901.259
Other deposits 1,164 650 1249419
K2 018 807 68957 R6d

8 DUE TO BANKS AND FINANCIAL INSTITUTIONS

2010 2009
YRO00s Y ROOOs
Foreign hanks -current account 37,680 41,390

29 CREDIT BALANCES AND OTHER LIABILITIES

Note o1m 2009

Y ROM0s YRO00s
Income tax for the year 5793 —
Accrued exponses 103 800 91,616
Credwor and sundry credit balances 3.365 408 922,638
Instaliments of lparah Muntahsa Bsttamleck 3B 422 &K, TI8
Prohibated revenues by Islamic Sharta's 30) 6,433 1164

3.519 856 1L714,136
30 PROHIBITED REVENUES BY ISLAMIC SHARIA™A

010 200
Y RO0Os YRO00s

Opening halance a1 | January 1,164 ‘89,627
Net revenues dunng the year 534 38136
Totl of revena 6,498 127,763
Lass: Donatsodis (65, (126,599)
Balance ai 31 Docemsber 6,433 1164
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED IDECEMBER 2010 FOR THE YEAR ENDED 3DECEMBER 2010
31 OTHER PROVISIONS 33 RETURN OF UNRESTRICTED INVESTMENT AND SAVING ACCOUNTS HOLDERS
: The imvestment retism allocation betwoen shareholders and customers is based on the percentage of their
Balance 2t m “"‘ﬁ s '::::' participation weighted by mumbers. This calcubation is proposed by the budget commitice which calculstes
“I'mdw" year !H!' o Decembier the investments in bocal and foreign currencies and their related numbers and participation ratios and
' ' 1010 approved by the Board of Directors. The average returm ratios were as follows:
YRO06: ¥ Kb Y RiHMs Y R Y R 2009
Provision for coetsrgenn 512,026 158,675 35, == 2000
tabilites . | - Local Forvign Local Foreign
hﬁ:;m for end of service 165 826 146,366 (121047, 191,145 % % " "
Provision for ether liabilities 900,008 == (562 347, - 337,653 Ongaing deposits 14.50 520 k2.006 $.006
1,577 652 305 041 (683709, i 1,199 184 Saving sccosnts I:H, LE T060 3028
M SHARE CAPITAL
hf:ﬂq during the during the Teversed A The authorized, isswed and fully paid-ep capital is YR20 billion represented in 20 million shares of nominal
of the year year year December value of YR1,000 each.
2010
YRO00s YRO00s ¥ R0 ¥ RO00s Y RO00s 2010 2009
Prosrsion for coetangess THTIE — — R15.2) $12.006 Y ROO0s YROO=
liahibitses
Provision for end of service TH0ATD AN (296.224) — 105526 Paid up capital at December 31 200,000,000 20,000,000
benefiss
VIR fr ok Jakittes 90000 astom @siey 0 — M) 35 STATUTORY RESERVE
1771357 773341 (48154 (2IRE92) 157752 : : : , : :
According to the Bank’s Antickes of Association and CBY instrugtions, 13% of the net peofit for the year is
32 UNRESTRICTED INVESTMENTS AND SAVING ACCOUNTS' HOLDERS 10 be transtorved anmally to statutory reserve till it equals two times the paid-up capital. However, in view
of the loss incurred for the year no transfer was made 1o thas reserve.  The distribation of this reserve s
2010 004 restricted 1o the requirensents a3 specified in the Commercial Companies Law.
Y RO0Os YRO00s
Siving accounts - jocal 3R 34595008 The following is the balange as at the end of the year
Saving acoounts - foreign currency 50,730,839 40209338 2010 2009
£7.601.150 74,804, L6 Y ROG0s YRO00s
Dieposits fior meove than one year - logal curmency 64,081 491 £2.864 957 Balance at § Jarsaary 1590061 10421577
Deposits for more than one year - foreugn currescy 71,8680 5% 41642190 l’nuﬂﬁl'l'o-.mutpmﬁt — 210
- Share premasm Lo 1257 M%
135,162 089 124,507,172 Rslance at 31 Diecerber 15,900,069 15,900,012
Return for unsestricned investments and saving sccoum ' 17 508 461 14.501,62%
240,362 700 213.613.147 The procecds neccived Iron the rights ssue are directly credsted (o the shane capatal (nommal valee of

shanes), When shares have been isssed ol 0 value higher than their nominal value, the nel ncrease is
presenied as statutory reserve as requined by Yemeni Companies Law No. 22 of 1997,



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 3IDECEMBER 2010

16 GENERAL RESERVE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 3IDECEMBER 2010

39 REVENUE OF MURABAHA AND ISTISNATA FINANCING TRANSACTIONS

www.tiib.com ‘@ ‘ Sl i

The transfer and distribution of the general reserve is subject 1o the recommendation of the Board of 2010 2009
Directors and the approval of shareholders in the Annual General Meeting (AGM). Due 1o the loss for the YRO00s YRUO0s
year no transfer was mad to this reserve. Revenue of local Murabaha rassacisons 6 687 181 6,034, 150
Revenue of Istesna’a transactions 1,093 819 770,625
3751000 T 6804805
» OTHERE RESERVES
40 REVENUE FROM OTHER JOINT INVESTMENTS
Halance
uiﬂll‘ Provided Al 0 20069
beginaing thring e December Y RO00s YRO0Os
the year year 2010 YROOGs Profits from investments in Murshaha contracts 94,375 1379057
Available for sale investeents m"“lh w.m {lm-m’ Prohits froem snvestimends in Mashamka contracts ﬁ.m 23617
Mnicatanciiio seal cote 17,803 831 2902753 14.901 078 Profils from real estate investments 124,064 2650838
; i 35,049 339,194 374.243 Profits from avalable-for-sales investments — L6192
. - Profits from other investments 1808 156 3,637,116
17,004, 439 4,773,187 12,231,252 e :
. : S 4120515 £,506.820
K- CONTINGENT LIABILITIES AND COMMITMENTS
41 COMMISSIONS, REVENUE AND BANK SERVCE CHARGES
Crem Margin Net 2010 2000
Commitmeni Held Commimmesi Y RO0Os YROO0s
: Comamissions on documentary credits 870.298 820,923
W ﬁ::' oredit :.TIT..III "B'::’ ""L: Commissions on letters of guarimee 3264 268,605
: of - ” II?: 100318 Commissions on transier of funds 100 579 113,690
Ti652 352 S35, 262500 Commissions on foreign investments 129798 486,770
— - Cheques collecton commissson 30235 25432
2009 Otheer fees and commissions 401 523 151,904
Crom Margan Na 1,865 0647 1,867,324
Commatment Held Comummmend
YROO0s YR000s YROOGs 42 GAINS FROM FOREIGN CURRENCY TRANSACTIONS
L/Cs for Murabaha contracts 11564 898 (77.553) 11287348
Letsers of crudit 24901915 (1LA4,051) 23,097,864 2010 2009
Letsers of guarantes 0430168 (3.019.267) 26,412,901 YRO00s YROMs
65,698 981 {4,900.%71) 60,759,110 Uisins from revalustion of balances in forcign curmency 4,441,022 6008 142
Ciagims of dealing in [oevipn currencics 283 685 1. 796

4724707 6.066.988
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2010

43 OTHER OPERATING INCOME

2010 2009
YRODOs YROM)s
Provisions neversed 263,721 1,091,763
Mt revemse froemn Tadhamon Trading Comer 56,810 377
(nthers 281417 M6l
601,948 1,166, 197
44 PROVISIONS
2010 2009
YRO00s YROOO0s
Murabaha trasactions peovision 187 %60 i
Istisna’s traseactions peovision 14,242 -
Mudarba contracts. investment provision BE6 03 1,787,861
Musharka contracts investment provision 506 299 TIRI6
Qard hasan provision - 5189
Provision for contingest habilitie 14 78 —
Prowision for other lishalities 5315 451,930
PR ¥ ¢ ; 5 . - WA =. 15 .

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2010

45 GENERAL AND ADMINISTRATION EXPENSES AND DEPRECIATION

Salanies and wages
Deprecation
Advertisement

Remt
Trasspartation

Repairs and maimenance
Stnbionary

Professional fees
Stdics expetises
Subscriplons
Communications

Water and electricity
Cleaning and security expenses
Insurance

Tavves and duties

Car expenses
Hospitality expenses
Premases expenses
Denations

Informaticn technology expenses
Other expenses

46 EARNINGS PER SHARE

Net profit for the year { YRD00s)
Waghted average of number of shares (in ihousands )
Earmings per share

2000 20045
YR YRO00s
2.379.41 2220741
436 485 367,173
173,424 158,652
220 444 190,986
160,765 151,487
70521 68,573
67919 63,49]
31268 92,139
mn 32.013
7018 264,244
49230 %628
1o 68,726
65.257 58,879
102,034 33.396
20 871 20867
20350 12,838
5.29% 818
= 50,885
&0 876 29,948
76 28,565
376.293 108,713
4.699 705 4.109.962
2010 2009
318 610 1474114
20,000 17,382
YR164 YR 84,8
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2010

45 GENERAL AND ADMINISTRATION EXPENSES AND DEPRECIATION

Salaries and wages
Dieprecation
Advertisement

Rent

N :

Repairs and maintenance
Sationary

Professional fees
Studics expenses
Subsceptions
Commemications

Water ancl ebectricity
Cleaning and security expenses
Insurance

Taxes and dutses
Car expenses
Hospitality expenses
Premises expenses
Danations

Informatcon echnology expenscs
Oiher experses

46 EARNINGS PER SHARE

Net profit for the year (YROO0s)
Weighted average of number of shares (in thousands )
Eamings per share

pLO] 2009
YRO00s YRO00s
2379041 2.220.741

436 485 367173

173424 158,652

220444 190,986

164,765 IS A%

70321 68573

67919 63,491

3 268 92139

nnmn2 32013

70k 264,244

49,230 SE628.

111,018 68.726

65 257 58879

20 871 20,867

20 350 12838

5293 8818

_— 50885

60 876 20,48

76 28565

376293 108,713

4.6 705 4, 109962

2010 2009

328 610 1AT4 114
200, 000y 17382
YRi16 4 YR 84 8

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continucd)
FOR THE YEAR ENDED 31 DECEMBER 2010

47 MATURITIES OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

Due
o 6
(e o maurths Dodrk
Mg within Tt oy g Dhae o
3 et Tt yoar o Y Toesl
YR YR ¥ie ¥i Yie

s Asenn Mithon Mhallioe Million Maltiaw Million
Caili it bannd aind veserve balanoes with CBY 19438 A4 9426 10884 4424
Dhose foan Dars ared Vissesial asttutions T 18554 5061 —— 62243
Mlisrahad Gnasitg Mamactions 2R308 21554 14, T B2 69318
F itsirvd vy vl brain™ sy L msa ienns A5% el i} | 2542 1248 LTS
v ertrtesn a1 sodaraha Comisdts Hab 2437 e wna AR054
s estimenn w1 evsharks contrat - 152 4 ERLE 9647
ljara Wuviahis Breanlecl. 24 i 54 2 &40
Invesimer o real emme 2180 - - - 2.1%
Avmiahle bor sale imesment - - — Jrom ILOH
Hekth-for -trambiag investinemts 2 - - = o2
I et o aisiog ey e e - 2 2
Orverdrall accousts 253 - - i 3
169,841 51 266 AR A4 [ ] 125 TE

b Ldahdlmie
Carrpst spooems and other deposite Vi 206 B8 e LG
Unepsariotnd imasmant amd saning sccounts 842 ARRIY 60,487 ahaTi 213603
Ehune 1y Peai, ol Sinadsoan] enalstuie 41 mam —— . al
52950 AT LU q1440 JAX612
1E6.85] {27.361) {3923 18.011) A1, 10y




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2010

45 DISTRIBUTION OF ASSETS, LIARILITIES, AND CONTINGENT LIABILITIES AND
COMMITMENTS BASED ON ECONOMIC SECTORS

b A
Candy in hand gl s

Drae troom barks and

e D]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

48 DISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT LIABILITIES AND
COMMITMENTS BASED ON ECONOMIC SECTORS (CONTINUED)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (contiaued)
FOR THE YEAR ENDED 31 DECEMBER 010

4% DISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT LIABILITIES AND
COMMITMENTS BASED ON GEOGRAPHICAL LOCATIONS

b ety

Cank b el srad peserve balances wath CEY
Do from bunks and fimascial imititation
Mursbh frasniig Famsacthom
betrara’a financong sramcuam,
Torvestimers i6 Evalerab ConTacts
Irveulrresd in mankarks oonteaces

Iy Vardabuss Hlmuniek
lrveabrnern in real evise
Available for sale mvestment

Hela fie —4eading irveutments
ervestmmens in pssiiaes

b Liahinmo

Lwrren accoursty saé other depenitn

1t erearimed WnvesmeTas s i g SO0
Drac % Bask and Srancial imstitgtions

& Coningeat fablities

= X i R 3

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED JIDECEMBER 2010

49 ISTRIBUTION OF ASSETS, LIABILITIES, AND CONTINGENT LIABILITIES AND
COMMITMENTS BASED ON GEOGRAPHICAL LOCATIONS(CONTINUED)

,_|! ' 5 e e o e {
il
a
Cirsh = haad oad peserve Balances wik {BY
Do Seoan banks sl Nl it ens
Mizrabuks francing tramactions
Inthama’s francing transactions
Imvesiment in medaraba

oonirme
Imventrrents i muskarka contracty
liarsh Munahaia Bmamierk
Irnvestment in real ecase
Avishable for sale vestnents
Held-for ~trading investirel
Irrwestitent it amsociates

b _Liabilitics

Cument accousts and other deponis
Unresrictod investments and saving scoounts
Thue o banks and Mnancal invesions

¢ Contiagens labilities
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NOTES CONSOLIDATED FINANCIAL STATEMENTS (continwed)
FOR THE YEAR ENDED 31IDECEMBER 2010

58 SIGNIFICANT FOREIGN CURRENCY 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 ane 1 5% and 25% of capital and
reserves respectively. The following schedule reflects the Bank's significant foreign curvencies pasitions at
the balance sheet dabe,

laie 200
“eal H.t
YRow e Yhom e
US Dolkar 16729 L] 1,1, 651 w0y
Ewsro 1,671 W50 BN 151 %5, 1
Ssudi Rial wou w2 5,043,500 %136
Sterling Pound am w404 AR LN
UAE Disham 31,583 MR85 2. 261,00 L")
Bahrain Dhnar R63T w18 6079100 Nind
Yen —Japan » w011 it ==
Dirar-Jordsn n2 WAS w— -
Dimar-Karwait 1.688 LE ] Pt =g
Frank-Swiss 0 (W0, - -
Pounds Sudan LR w2 = —
Total T4 wlieldd 10,504 W54 N5

s TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if the party has the ability 1o control or exercise significant mfluence
over the Bank in making financial or operating decisions.

Relmed pastics are in the members of the Board of Directors, executive management and the
companics which are owmed by the shareholders and members of the Board of Directors.

The Bank deals with related parties on the same basis applicd to third parties in accordance with the Banks
Law as implemented by CBY cincular no. 4 of 1999 whach linits credit transactsons with related parties.

The following are the balances of these tramsactions on the balance sheet date

Heelated Top 2000 2009

Tarties Managrmesiy Viohohy ¥ RO
Direct and indiroct fimancing 407 - 66,807 N
Currers and saving sccoums 5 A%8 o 56,558 2058
Imvestment in assosiatrs. 2 —_ 2 2
Rorvenue and commpsion receied 1488 - 1688 1981
Rermuncraln — & &l o

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS {continued)
FOR THE YEAR ENDED MIDECEMBER 2010

52 TAXSTATLS

. Cosporate tax and salary tax has been cleared until the year 2006 and tax was paid in accordance with the
Tax Authoeity assessment (foem no, 57 final). However, the Bank has a dispute with the Tax Authority
related to bemefits that the banks should recsive bused on the 1ax exemptions related to finmncing projects
hoensed in accordance wilh the Investment Law. The Bank has received an assessment of YROD0: 440,935
as b difTerences for the year 2005 and 2006 and the Bank has objected 1o this assessment a1 the courts,
The Bank management believes that no additional taxes have 1o be paid,

b, The Bank has subminted the tax declaration for the vear 2007 and paid the amount due within the kegal
deadlime. The Bank mssnagerwent ressived foem no, (3) from the Tax Awthority as tax amendment for 2007
tax declaration submitted by the Bank (after deducting the tax paid) of YRO0D:749,161 for corporute tax
and YR 000:27,066 for salary tax, The Bank has appealed this assessmemt within the legal time frame and
also objeted 10 1he amendments made by the Tax Awmhority regarding the application of the exemption on
income earned on facilitics gransed 10 projects licensed under the Investment Law, The Bank managenwen
believes that this additional assessment is baseless and that the Bank will not have to pay any additional eax,

¢, The Bank has submitted the tax declaration for the vear 2009 and paid the amount due within the begal
deadlime. The Tax Awtharity is currently condacting its review and no assessment has been received,

3 Significant accounting judgments and estimates

The preparation of finamcial statements requires management to make judgments, cstimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabiliics,

The estinaates and associated assumptions are based on historical experience of the Group and varioss other
factors that are believed by the Group 10 be reasonable urder the Greumstances, the results of which form
the basas of making e judgments about carryimg values of assets and liabalities that are not readily appanem
From other sources. Actual results may differ from these estinmates.

Estimates and underlying assumplions are reviewed on an ongoing basis. Revisions 1o accounting estimates
are recognizad in the periad in which the estimates are revised and in any [uture periods affected

Information about significant arcas of cstimation uncertainty and critical judgments in applying accounting
polics that bave the most significant cffect oa the amounts rocognized i the consolidaled Mnancial
scmenis are described innotes 7, 11, 13, 15, 17, 29 and 31,



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continwed )
FOR THE YEAR ENDED 31 DECEMBER 2010

4 ZAKAT

% The Bank submits i1s Zakat declaration ansually and remits the amount due based on the deciaration.

¥ The Bank has paid the Zakat up 1o the end of 2009, according to the Zakat declaration. No asscssmeon
3 aotification was issucd by the Zakat Depariment,
o

Dwaring 2010, it has been discovered that land inm the investments in real cstate’s were incorrectly recorded in
2009,

As required by IAS § "Accounting Policies, Champes in Accounting Estimates and Emors” the respective
changes have been adjusted in the accounts for the current year and the comparative amounts of 2009 have
been restated 1o cormect this error. The effect of the restatement on these statements of financial position is
summarized below,

@ 55 CORRECTION OF ERROR WITH RETROSPECTIVE APPLICATION
%

251 Effect on statement of Maancial position

2009
YRO0Os
Description (Restated)
Increase in investment in real estate 3.574.297
Increase in loss for the year 3,574,297

56 APFROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by Board of Directors and a Board resolution for proposing the
approval of the financial staements by the General Assembly of the sharcholders was passed.



