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National Bank Of Yemen

Our vision, our message, strategic objectives

Our Vision:

We in the national bank of Yemen , have determined tdlfalf our customers'
needs and to be pioneer in providing innovated banking services and products
depending on best and modernized bankiekyices techniques in order to be the
first choice to customers and become the distinct bank in Yemen.

Our Mission:

The bank is obliged to achieve quality in services and products according to

international quality standards, to meet customers needs and achieve objectives
and expectations of all those concerned with the interests of the bank, in the
framework of compghensive benefits of society and Yemen economy.

Our strategic objectives:

0 Attract deposits and funds from resident and un resident corporations and
individuals and working to achieve continued growth rates to ensure the
necessary financial resources foe tbank's operations in financing and
investment.

0 Investing financial resources available in the bank in a way that realizes
reasonable returns compared to risks resulting from operations in financing
and investment.

0 Realizing remunerative returns to shanelers exceeding opportunity cost of
funds invested in the bank.

o Offering necessary financiBhnking and investment services to meet
corporate and individual customer needs with the highest quality possible in
a wide geographic area.

o Attract and develophe necessary human resouraesxecute main and
assistingoank operations in order to find the suitable orgational
environment and climat® stimulate and increase productivity and
qualification of employees in offering the banking, financial anéstwent
services.
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National Bank Of Yemen

Main Basic Financial Indicators

Equity(YR millions)

Local Investments (YR millions)

®2013 m2012 m2011 2010 2009 m2013 m2012 w2011 2010 2009

Loans and Advances(YR millions) Total Assets(YR millions)

®2013 w2012 w2011 = 2010 = 2009 m 2013 w2012 w2011 =2010 © 2009

Customers & Bank posits(millions)

®2013 w2012 m2011 =2010 = 2009
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National Bank Of Yemen

Main Basic Financial Indicators (contin ue)

H [V
Net Interest Income(YR millions) Capital Adequacy Rate(%)

®2013 w2012 w=2011 =2010 © 2009 m2013 ®m2012 ®=2011 =2010 = 2009

Balances with Banks(YR millions) Net Profit(YR millions)

®2013 w2012 wm2011 =2010 = 2009 ®2013 w2012 w2011 w2010 = 2009

Return on Average Equity (%)

®2013 w2012 w2011 =2010 = 2009
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Financial Statement Summary

Statement

a013
Financial Position:
Total Assets 139,372
Loans and Advances 11,619
Customers & Bank Deposits 120,366
Local Investnents 89,882
Capital 10,000
Equity 15,888
Balances with Banks 23,688
Contra Items 20,839
Income Statement:
Net Interest Income 4,918
Operation Income 1,618
Profit Before Tax 1,167

Net Profit 902
Financial Ratios:

Return on Assets % 0,6
Retun on Average Equity % 5.4
Capital Adequacy Rate %64
Liquidity Rate %54
U.S.Dollar Price YR 214,89
Share Profit YR 90
Number of Branches 27
Number of Employees 963

(YR millions amounts)

Years
a&012 a&011 a2010 a2009
127,133 104,463 109,442 105,441
8,853 6,253 8,274 9,369
106,733 86,698 92,126 90,387
76,835 63,845 57,660 52,587
10,000 10,000 10,000 9,000
16,813 14,227 1851818 12,075
27,896 23,068 27,533 28,792
24,437 17,308 22,895 19,914
5,367 5,251 4,139 3,869
2,183 2,060 1,490 1,273
3213 2,755 25 2,213
2,609 2,204 2,076 1,439
%2,1 %2,1 %1,9 %1,4
%18,1 %16,2 %17,0 %12,8
% 66 %90 %67 %62
%58 %67 %71 %64
YR 214,89 YRZ213,80 VYRZ213,80 YRZ207,31
YR 261 YR 220 YR 219 YR164
27 27 28 28
916 881 738 797
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National Bank Of Yemen
Chairman and Members of Board of Directors

Mr. Mohammed Abdullah AlI-Ameri
Chairman of the Board of Directors

MR.ESAM AHMEDAL-SAKKAF DR. AHMED ALI OMER BIN SUNKER MR.KALED AHMED KAYNA
MEMBER OF THE BOARD MEMBER OF THE BOARD MEMBER OF THE BOARD
GENERAL MANAGER D R M AN AGER DEPUTY GENERAL MANAGER

SUPPORTING DEPT

DR.SAMIR A.RAZACK TALEB MR.HUSSEIN MACKAWEE MR.ABDUL HAKI M ZAEED AL DAREE
REPRESENTATIVE/MINISTRY OF PLANING& REPRESENTATIVE/ MINISTRY REPRESENTATIVE/OF MINISTRY
INTERNATIONAL COOPERATION GENEROA'T_ 'ﬂ?ﬁf@ﬁﬁ&oﬁﬁ%smv& OF FINANCEGENERAL MANAGER
GENERAL MANAGER OF PLANING& TRADE OFFICE.ADEN OF FINANCIALOFFICE ADEN

INTERNATIONAL COOPARATION.ADEN
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SAKINA ABDULHUSSEIN MOHAMED FADHAA MOHAMMED ABDO SROOR ARWA ALI SULEMAN
Manager, Foreign Relations Dept Manager, Central Accounts Manager, Statistic & Research

ABDULHAKE M AHMED BA'ABAD OMAR ABDULRAHMAN ABDULGABAR OMAR ABDULLAH AL SHEBA
Manager Branches Dept. Manager, Administrative Affairs Manager, Credit Dept

Waled Watqg Shadli SALEH EASA SALEH FAIZA AHMED M USALI
Manager, Legal Dept. Manager, Audit Dept Manager Human ResourcesDept

HANI AHMED OBEID
Manager Of IT Department

ZIAD. A .. BASUNAID
| .T Project Manager
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SPEECH OF THE CHAIRMAN OF THE BOARD OF

DIRECTORS,
MR. MOHAMED ABDULLA MUQBEL AL -AMRI

| am pleased, o behalf of brothers/Members of the Board
of directors to put into your hands the annual report of the
National Bank of Yemeni Aden for the fisical year expiring
on 31/12/2013.

The budget has shown a modest development in the item
of the net interests, whereas the interest after deduction of all expenses and
taxation, amounted to 9.2 million riyals in comparison with 2.6 milliard riyals in the
year 2012, the main reason for this reduction is attributed to the disbursement of
the entitlements of the Bank Staff, which were postponed from earlier years and
were disbursed during 2013.

Also, the commercial and banking activity is still suffering from the situation
prevailing in the country, in addition to the low rate of interest oh the treasury
promissory notes has played a role in reaching this result.

In spite of that the assets have raised from 127 milliard riyals in the year 2012 to
the amount of 139 milliard riyals at the end of the year 2013, and the deposits of
the clients increased from 1.6 milliard riyal in the year 2012 to the amount of 120
milliard riyals at the end of 2013.

The net credits and facilitations increased from 8.9 milliard riyals to the amount of
11.6 milliard riyals in the year 2013.

These figures reflect the historical role of the National Bank of Yemen and the
established confidence which it enjoys and its ability to adapt itself with the
economical and political changes.

A number of performances have been achieved in the field of development and
updating, whereas contacts were made with the it system companies to submit
their offers and such offers were analyzed and evaluated by the Consulting
Company, and the results were submitted to the High Commission of Tenders and
Biddings to approve the successful company. The manuals and policies, as well as
the organizational structure of the Bank have been completed by the Consultant in
accordance with the most recent banking methods.

W Annual Report201 3*



National Bank Of Yemen

In the field of Islamic banking work, the Bank is now putting the final touches to
open the Islamic Transactions Branch in the Capital Sana'a. the assistance of the
Islamic Corporation for the Development of the Private Sector, subordinated to the
Islamic Bank for Development in Jeddah has been consulted and it had played a
basic role in the preparation and the revision of the products relating to the Islamic
transactions and the training of the staff in the way to completing the procedures of
opening the branch during the coming period by God's willing.

Such performances would not have been realized, save for the enormous mutual
understanding and cooperation between the Board Directors and the Executive
management and staff, for whom we are very thankful.

Finally, I must not forget, while we are being within the blessed anniversary to
submit the sincere congratulations of His majesty, President of the Republic ,
Counselor Abdo Rabu Mansoor Hadi and to His Excellency Brother/Prime Minister
Khaled Bahah, His Excellency, the Minister of Finance and His Excellency of the
Governor of the Central Bank of Yemen.

With thanks.

Mr. Mohammed Abdullah Al -Ameri
Chairman of the Board

W Annual Report201 3
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Report of the board of Directors for the year 2013

The Board of Directors of the National Bank of Yemen is pleased to submit its
annual report. Including the result of the activity and its audited financial statements
for the year ending 31/12/2013.

The national Bank of Yemen has witnessed during the year 2013 a number of
achievements to be added to its credit, the most important of which is the approval
of the Council of Ministers on 5™ August, 2013 of the Statute of the Bank to replace
the resolution of the Prime Minster no. (60) for the year 1990 with the aim of
consolidating the confidence in the Bank and its different activities, and to bring
about conformity with the Bank in respect of the tasks of the Board, its
responsibilities, its committees and the tasks of the High Executive Management
and its responsibilities. This year has also witnessed the maintenance by the Bank
of the quality of its assets and its strength and the achievement of the efficiency of
the capital which is one of the best averages of capital efficiency amongst the
Banks which is consolidating the financial strength of the bank and maintains its
crediting classification with a continued profitability for a number of years, assets
with high cash-flow and a continued standing for a number of years in the volume
of the client's deposits and a Bank owned 100% to the Government of Yemen.

The Financial Position:

Efforts continued to maintain balancing between safe profitability and investment
and the evading of crediting transactions of high risks and the rendering available
of the necessary cash-flow to face the financial obligations of different terms, as
well as the optimum utilization of available funds with efficiency and effectiveness
represented in supporting the financial position of the Bank and the achievement of
increasing development.

The total assets reached at the end of 2013 about 139.4 milliard riyals which
represents an increase of an amount of 12.3 milliard riyals at a development rate
that reached 10%. Cash in the fund as well as reservation balances with the
National Bank of Yemen have also increased at the rate of 11.6% and the balances
of the local investments (treasury promissory notes) at the rate of 17% to reach an
amount of 89.9 billion riyals at the year of 2012 and 11.6 billion riyals at the end of
the year 2013 i.e. with an increase of 2.7 billion riyals than the last year which is
equivalent to 30.3%, the rate of irregular credits and loans at the end of 2013
reached 31.3% from the total credits and loans in comparison with 41.9% at the
end of last year. The rate of appropriations to net credits and loans, without taking

W Annual Report201 3%



into consideration the appropriation of the year, reached 27% as at the end of 2013
in comparison with 36% at the end of the year 2012. with regard to the
appropriations of the regular and irregular credits and loans have decreased at the
end of the year 2013 up to 3.146 millions riyals in comparison with 3.203 million
riyals i.e. at a decreased rate of 1.8% in comparison with the year 2012.

The deposits of the clients which has reached 120.4 billion riyals as at the end of
2013 an increase of 14.1 billion riyals than last year i.e. an equivalent of 13.3% .
Moreover, he systematic accounts and other obligations as (net) have recorded an
amount of 20.8 billion riyals at the end of the year 2013 with a decrease of 3.6
billion riyals than the year 2012.

Property rights:

The properties of the owners (Yemen Government) have reduced to reach 15.9
billion riyals at the end of the year 2013 at a rate that reached 5.4% than the year
2012 due to the proposed low distribution of cash interests, while the Bank has
maintained a high rate of efficiency of the Capital which has reached 65% in
comparison with the demands of the Yemeni Central Bank and the requirements of
Bazel Committee which has reached 8% and 12% respectively.

Fiscal Operational Performance:

The grand total income for the year 2013 reached 9.2 million riyals with a decrease
of 1.684 million riyals than the comprehensive total income realized in the year
2012 i.e. an equivalent of 65% as a result of 65% as a result of the decrease in the
operational revenues which was met simultaneously by high costs of staff which
have both affected by about 2 billion riyals.

The net income from profits for the year 2013 reached 4.918 million riyals with a
decrease of 449 million riyals for the year 2012 i.e. a rate equivalent to 8.4%. the
revenues of the commissions, fees and incomes of other operations an amount of
1.599 million riyals by a decrease of 571 million riyals than the year 2012 i.e. an
equivalent of the rate of 26.3%. The main reason for such decrease is mainly
attributed to the decrease in the total revenues of other operational activities,
particularly

the appropriations in lieu of losses of credits and items beyond for demand is no
more existing.
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The cost of employment has increase at the end of the year 2013 by an amount of
884 million riyals at the rate of 36.9% in the year 2013, while the other expenses of
the other administrative, general depreciation by about 16 million riyals and at the
rate of 1.6% than the year 2012 to reach 993 millions riyals in the year 2013. Also
the return per share from the net profits amounted to 90 riyals in the year 2013 in
comparison with 261 riyals in the year 2012 i.e. by a decrease of 171 riyals.

Board of Directors
National Bank of Yemen
Aden25-5-2014
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KPMG Yemen Mejanni & Co. Telephone +967 (1) 401 667 /8/9
Public Accountants Fax +967 (1) 206 130

150 Zubairy St. Internet  www.kpmg.com.ye
PO Box 3501

Sana'a, Republic of Yemen

English Translation of the Original Arabic Text

INDEPENDENT AUDITOR’S REPORT

TO H.E. THE MINISTER OF FINANCE
NATIONAL BANK OF YEMEN
Aden, Republic of Yemen

Report on the Financial Statements

We have audited the accompanying financial statements of National Bank of Yemen (the
Bank), which comprise the statement of financial position as at December 31, 2013, and the
statement of profit or loss and other comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and instructions
issued by Central Bank of Yemen, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we consider
internal control relevant to the Bank’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Bank’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

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

12
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English Translation of the Original Arabic Text

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of National Bank of Yemen as at December 31, 2013, and its financial performance
and its cash flows for the year then ended in accordance with International Financial
Reporting Standards and instructions issued by Central Bank of Yemen.

Report on Other Legal and Regulatory Requirements

We have obtained from management the information and clarifications that we deemed
necessary for our audit. The Bank keeps proper books of account, and the accompanying
financial statements are in agreement with these books. We are not aware of any violations of
the terms of Articles of Association, Yemeni Commercial Companies Law No. 22 of 1997
and its amendments and the provisions of Banking Law No. 38 of 1998 having occurred
during the year which might have had a material effect on the business of the Bank or its
financial position as at December 31, 2013.

13



STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2013

ASSETS

Cash on hand and reserve balances with
Central Bank of Yemen (CBY)

Due from banks

Treasury bills — held to maturity

Loans and advances (net)

Available-for-sale investments

Debit balances and other assets (net)

Property and equipment (net)

TOTAL ASSETS
LIABILITIES AND EQUITY

LIABILITIES

Due to banks

Customers’ deposits

Credit balances and other liabilities
Other provisions

Total Liabilities

EQUITY
Share capital
Legal reserve

General reserve

Revaluation of property surplus reserve
Fair value reserve

Proposed cash dividends

Retained earnings

Total Equity

TOTAL LIABILITIES AND EQUITY
Contingent liabilities and commitments (net)

The attached notes on pages19to62 are an integral part of these financial statements.

National Bank Of Yemen

2013 2012

Note YR 000s YR 000s
7 10,573,184 9,508,477
8 23,688,388 27,896,311
9 89,882,004 76,835,274
10 11,619,462 8,853,256
13 239,811 306,577
14 643,445 1,037,274
16 2,725.484 2,695,688
139.371 2 857
17 2,774 431,196
18 120,362,808 106,301,560
19 2,868,757 3,261,728
20 249.216 325,671
123,483,555 110,320,155
21-a 10,000,000 10,000,000
21-b 3,025,785 2,890,480
21-c 1,541,163 1,405,858
21-d 639,762 639,762
2]-e 50,090 50,090
631,423 1,826,512
15,888,223 16,812,702
139,371,778 127,132,857
22 20,838,872 24,436,706

Independent auditor’s report is set out on pages 1 and 2.

Mohamed Abdulla Mugqgbil Alamery

Chairman

ZP

Esam Ahmed Alawi Alsaqaf
General Manager

W Annual Report201 3
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2013

Interest income
Less: interest expenses
Net interest income

Fee and commissions income
Less: Fee and commissions expenses
Net fee and commissions income

Income from available for sale investments
Gain on foreign currency transactions
Other operating income

Operating income

Less: impairment on available-for-sale investments
Less: provisions

Less: staff cost

Less: depreciation of property and equipment
Less: other expenses

Net profit of the year before income tax
Less: income tax for the year
Net profit for the year after tax

Other comprehensive income

Net change in fair value

Gain on revaluation of available for sale
investments (during the year)

Revaluation differences of available for sale
investments (reversed)

Total other comprehensive income
Total comprehensive income for the year

Earnings per share

2013 2012
Note YR 000s YR 000s
23 15,977,352 16,519,869
24 (__11,059289)  (__11,152.734)
4,918,063 5.367.135
25 496,168 624,569
( 19307)  ( 13.593)
476,861 610.976
5,394,924 5,978,111
33,514 39,563
26 33,755 17,884
27 1,055,055 1,501,269
6,517,248 7,536,827

132 ( 66,766) .
28 ( 867,262) (  778,051)
29 ( 3279,043) ( 2,395,127)
16 (  143999) (  142,057)
30 (__993361)  (__1,008,501)
1,166,817 3,213,091
192 (__ 264784)  (___ 603,787)
902,033 2.609.304
; ( 25,104)
: 3,761
s ( 1.998)
g ( 23.341)
902,033 2,585,963
31 _____YR90 ____YR261

The attached notes on pages19to62 are an integral part of these financial statements.
Independent auditor’s report is set out on pages 1 and 2.

Mohamed Abdulla Mugqbil Alamery
Chairman
k4

/
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Esam Ahmed Alawi Alsaqaf
General Manager
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Cash flows from operating activities
Net profit for the year before income tax

Adjustments in:

Depreciation of property and equipment
Provisions provided during the year
Retranslation differences of provisions in forcign currencies

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2013

|2
=]
=
=

28

Retranslation difference of available-for-sale investments (reversed)

Provisions reversed
Reversal of impairment on available-for-sale investments
Impairment on available-for sale-investments

Provisions used during the year

Loss on foreign currency translation (unrealized)

Change in:

Due from banks maturing after threc months
Reserve balances with the Central Bank of Yemen
Treasury bills maturity after three months

Loans and advances

Debit balances and other assets

Due to banks

Customers’ deposits
Credit balances and other liabilities

Income tax paid

Net cash from operating activities

Cash flows from investing activities

Cash payments for acquisition of property and equipment
Decrease in available-for-sale investments

Proceeds from financial investments

Net cash (used in) from investing activities

Cash flows from financing activities

Government share (cash dividends)
Net cash (used in) financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of the year
Effect of exchange rate fluctuation on cash held
Cash and cash equivalents at the end of the year

Cash and cash equivalents at the end of the year consist of:

Cash on hand and reserve balances with CBY

Due from banks

Treasury bills — held to maturity (net)

Less: Reserve balances with CBY

Less: Due from banks due after three months
Less: Treasury bills due after 3 months (net)

27

O 0 =

National Bank Of Yemen

2013 2012
YR 000s YR 000s
1,166,817 3,213,091
143,999 142,057
867,262 778,051
3,175 8,530
- ( 1,998)
( 1,000,617) ( 1,441,910)
= ( 2a000)
66,766 -
( 2,757) ( 430,749)
7.840 1.835
1,252,485 2,266,907
2,136,142 ( 2,148,998)
( 1,103,885) ( 1,390,498)
( 9,448,428) ( 8,785,463)
( 2,704,790) ( 1,708,779)
393,258 ( 585,598)
( 428,422) 7,836
13,983,450 19,837,099
( 30,105) 1,328,943
27 ( 527,136)
3,422,055 8,294313
( 173,795) ( 124,406)
- 388,538
- 5,372
( 173,795) 269,504
(___1826512) (___1,542,796)
(__1.826512)  (___1.542.796)
1,421,748 7,021,021
68,106,606 60,951,774
70,843 133,811
— 69,599,197 68,106,606
10,573,184 9,508,477
23,688,388 27,896,311
89,882,004 76,835.274
124,143,576 114,240,062
( 8,944,968) ( 7,841,083)
( 2,202,666) ( 4,344,056)
(__43.396,745)  (__33.948.317)
—69,599,197 68,106,606

The attached notes on pages 19 to 62 are an integral part of these financial statements.
Independent auditor’s report is set out on pages 1 and 2.

Mohamed Abdulla Mugbil Alamery
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Chairman

General Manager

med Alawi Alsagaf
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

1. BACKGROUND INFORMATION

- The National Bank of Yemen (the Bank) was incorporated in Aden in 1969. It is wholly
owned by the Government of Yemen and is registered under Commercial Registration
No. 1748. On August 5, 2013, the President of Council of Ministers issued Decision No.
405 of 2013 to reorganize the National Bank of Yemen, which was established under
Law No. (37) of 1969 as amended by Law No. (36) of 1972 (both laws are now
cancelled) in accordance with the provisions of the prevailing Banking Law, the Islamic
Banks Law and the Yemeni Commercial Companies Law as a bank fully owned by the
state.

- The Bank undertakes all banking activities and carries out banking retail activity in the
Republic of Yemen through its head office in Aden and 27 branches spread all over the
governorates of the Republic of Yemen.

2. PREPARATION BASIS OF THE FINANCIAL STATEMENTS

2.1  Statement of compliance

- The financial statements are prepared in accordance with International Financial
Reporting Standards (IFRS) and instructions issued by the Central Bank of Yemen
(CBY).

- In deviation from International Financial Reporting Standards, and to apply the
provisions of local laws and regulations issued by CBY, the followings are treated

as follows:

a. The adoption of minimum fixed percentages for loan provisions in
accordance with Central Bank of Yemen circular No. 6 of 1996 and No. 5
of 1998,

b. The recording of provision for general risks calculated on performing loans

under “loans provision™ and not under equity,

c. The recording of provision for contingent liabilities under “other
provisions™ and not under equity.

The effect of these deviations is immaterial on the financial statements of the
Bank as at December 31, 2013.

. The financial statements were approved by the Board of Directors on
May 25, 2014.

2.2 Basis of measurements

The financial statements have been prepared on the historical cost basis except for non-
trading investments classified as available—for—sale investment and also land and
buildings which are stated in property and equipment are measured at fair value.

2.3 Functional and presentation currency

The financial statements are presented in Yemeni Rials, which is the functional currency
of the Bank, and all values are rounded to the nearest one thousand Yemeni Rial except
when otherwise indicated.
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2.4 Significant accounting judgments and estimates

The preparation of financial statements in conformity with IFRS requires management to
make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual
result may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and
in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts
recognized in the financial statements are described in notes 5, 11, 15, 16, 19 and 20.

The judgments, estimates and assumptions applied by the Bank are presented in these
financial statements as follows:

a. Provision for impairment of assets

The Bank exercises judgment in the estimation of provision for impairment of
assets. The methodology for the estimation of the provision is provided in the
impairment of financial assets and non-financial assets (if any) which is shown in
the significant accounting policies below.

b. Provision for impairment of available-for-sale investments

The Bank exercises judgment to consider impairment on available-for-sale
investments. This includes determination of significant or prolonged decline in
the fair value below its cost. In making this judgment, the Bank evaluates among
other factors, the normal volatility in share price. In addition, the Bank considers
the impairment were appropriate when there is objective evidence of deterioration
in the financial health of the investee, industry and sector performance, changes in
technology, and operating and financing cash flows.

C. Useful lives of property and equipment

The Bank uses estimates of useful lives of property and equipment for
depreciating these assets.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented
in these financial statements.

3.1 Foreign currencies transaction

- The Bank maintains its book of account in Yemeni Rial, which the Bank’s
functional currency. Transactions in other currencies are translated to the
respective functional currency during the financial year at the prevailing exchange
rates at the date of transaction. Balances of monetary assets and liabilities in other
currencies at the end of the financial year are translated at the prevailing exchange
rates at that date. Gains or losses resulting from translation are taken to the
statement of profit or loss and other comprehensive income.
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