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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF
COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

Report on the Audit of the Consolidated Financial Statements

Qualified Opinion

We have audited the accompanying consolidated financial statements of Cooperative and Agricultural
Credit Bank (Y.S.C.) (“the Bank”) and its subsidiary company (together referred to as “the Group”), which
comprise the consolidated statement of financial position as at December 31, 2021, and the consolidated
statement of profit or loss and other comprehensive income, consolidated statement of changes in
shareholders’ equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion
section of our report, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs) as modified by the Central Bank of Yemen for the recognition, measurement and
disclosure of financial instruments.

Basis for Qualified Opinion

1. Other provisions, which are carried in the consolidated financial statements at 51,855,719 thousand
(2020: YR 16,847,478 thousand), include a provision provided for in accordance with the CBY
instructions against losses related to the exposure of foreign currencies of 51,000,000 thousand (2020:
YR 16,000,000 thousand). This provision does not comply with the definition of a provision under IFRS
(IAS 37 Provisions, Contingent Liabilities and Contingent Assets), which constitutes a departure from
IFRSs. Accordingly, retained earnings are understated by an amount of 51,000,000 thousand (2020:
YR 16,000,000 thousand) and the other provisions are overstated by the same amount.

2. Balances with banks, which are carried in the consolidated financial statements at YR 30,913,895
thousand (2020: YR 28,812,733 thousand), include an amount of YR 3,433,073 thousand (2020: YR
2,746,202 thousand) which we were unable to obtain sufficient appropriate audit evidence about its
correctness and fairness, as those banks did not respond to the confirmation’s requests. Consequently,
we were unable to determine whether any adjustments were necessary to these balances.

3. As stated in Note No. (44) to the consolidated financial statements, the group’s management was
unable to carry out a comprehensive assessment of the financial impact resulting from the transactions
carried out by the branches of the governorates of Aden and Lahj during the financial year ending
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

TO THE SHAREHOLDERS OF
COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

Basis for Qualified Opinion (continued)

resulted from the use of these branches of an separate accounting system for the purpose of opening
current accounts and deposits, attracting funds and other transactions, and transferring SWIFT due to
the political conditions that the country is going through. As a result of these events, we were unable
to determine the future effects on the bank’s position and its consolidated financial statements, and
we were unable to measure the impact on the consolidated financial statements for the fiscal year
ending on December 31, 2021 for debit and credit transactions not included in the group’s banking
system, consequently, we were unable to determine whether any adjustments were necessary to the
balances and profit for the year and their impact on the consolidated financial statements of the group
should the transactions of those branches were included in the group's records.

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the
requirements of the relevant Yemeni laws and regulations. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with
the other ethical requirements that are relevant to our audit of the Group’s consolidated financial
statements in the Republic of Yemen, and we have fulfilled our other ethical responsibilities. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
opinion.

Emphasis of Matters

We draw attention to:
1. Note (44) to the group’s consolidated financial statements which refers to:

e« The political unrest and the country’s security situation, since March 2015, and the spread of the
corona virus in the region continue to place challenges on the Group’s ability to predict future cash
flow patterns, timing and results.

e The suspension of technical support by the company providing the bank with the banking system
since August of the year 2019.

e Subsequent events related to the bank’s management addressed a letter No. (M S/ 23) to the
Yemeni Banks Association, on January 28, 2021, in which the association was requested to address
the banks in the Republic of Yemen to refrain from dealing with the so-called general management
in Aden, and accordingly, the Yemeni Banks Association sent a letter No. (39/2021) on January
31, 2021 to all Yemeni banks to refrain from dealing with the so-called general management in
Aden, and on March 15, 2021, management of the bank in Sana’a published an official
announcement in Al-Thawra newspaper No. 20570 stipulating the following (“according to The Law
of Establishing the Cooperative and Agricultural Credit Bank, the bank announces to its public and
clients not to use any counterfeit services or unapproved systems that have nothing to do with the
bank. It is, at a minimum, an attempt to imitate the bank’s electronic wallet logo (Mobile Money)
and an attempt to establish accounting or banking systems at one of the bank’s branches in the
city of Aden for the purpose of opening current accounts and deposits and attracting funds and
other transactions,
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

TO THE SHAREHOLDERS OF
COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

Emphasis of Matters (continued)

we alert our customers that these operations are not reliable, stressing that the bank is not
responsible for the legal and financial obligations that may arise because of these transactions,
and in a manner that preserves the fund of its clients while the bank maintains all procedures to
fully protect its rights and the fund of its clients in full”).

Our opinion is not modified in respect of these matters.

2. Note (38) to the group’s consolidated financial statements, which describes the exposure to the risks
of fluctuations in foreign currency exchange rates. Our opinion is not modified in respect of this matter.

Responsibilities of Management and those charged with governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with IFRSs and the requirements of the relevant Yemeni laws and regulations,
and for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with ISA’s, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risk, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than the one resulting from error,
as fraud may involve collusion, forgery, intentional omission, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit 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 internal control.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)

SANA'A - REPUBLIC OF YEMEN

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2021

Notes 2021 2020
YR’000 YR’000

ASSETS
Cash and balances with Central Bank of Yemen 5 43,904,833 41,055,625
Balances with banks 6 132,096,879 85,720,831
Held to maturity investments 7 333,460,099 346,526,058
Loans and advances to customers 8 14,293,913 16,760,216
Ijarah Muntahia Bittamleek 9 165,898 237,365
Available for sale investments 10 510,000 600,000
Investment in Islamic Sukuk 11 - 1,428,000
Investments in associates 12 563,914 718,091
Debit balances and other assets 13 2,247,412 2,152,578
Property and equipment 14 1,762,133 1,940,010
Right-of-use assets 15 1,075,966 1,469,063
Total assets 530,081,047 498,607,837
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Due to banks 16 30,913,895 28,812,733
Deposits from customers 17 411,323,843 407,002,717
Long term loans 18 47,443 51,037
Credit balances and other liabilities 19 9,592,191 21,193,714
Other provisions 20 51,855,719 16,856,213
Total liabilities 503,733,091 473,916,414
Shareholders’ Equity
Paid-up capital 21 20,000,000 20,000,000
Statutory reserve 22 3,554,502 3,306,022
General reserve 845,337 217,615
Retained earnings 1,948,117 1,167,786
Equity attributable to owners of the Bank 26,347,956 24,691,423
Non-controlling interests - -
Total shareholders’ equity 26,347,956 24,691,423
TOTAL LIABILITIES AND SHAREHOLDERS'’

EQUITY 530,081,047 498,607,837
CONTINGENT LIABILITIES AND

COMMITMENTS 23 22,895,068 29,760,979

A

The accompanying notes form an integral part of these consolidated
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)

SANA'A - REPUBLIC OF YEMEN

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2021

Interest income from loans and advances and

due from banks
Interest income from Held to maturity investments
Total interest income

Interest expense
Net interest income
Islamic financing and investment activities income

Return on unrestricted investments and saving
accounts holders

Net interest income and from Islamic financing and

investment activities

Fee and commission income

Net gain/(loss) from foreign exchange
Financial investment (loss)/income
Other income

Gross income

Net impairment loss on financial assets

Staff expenses

General and administrative expenses

Profit for the year before Zakat and income tax

Zakat expense
Income tax expense
Profit for the year

Other comprehensive income
Total Comprehensive Income for the year

Attributable to:

Owners of the Bank
Non-controlling interests
Total

Earnings per share (Yemeni Rial)

Notes 2021 2020
YR’000 YR’000
24 7,554,106 6,541,414
57,472,593 58,423,721
65,026,699 64,965,135
25 (19,860,406) (25,148,582)
45,166,293 39,816,553
26 167,856 228,768
27 (398,643) (580,163)
44,935,506 39,465,158
28 1,220,891 1,307,160
29 8,460,891 (10,095,280)
30 (128,385) 52,121
31 1,595,617 1,441,419
56,084,520 32,170,578
32 (37,836,032) (13,623,434)
33 (9,254,934) (9,314,839)
34 (5,211,856) (5,375,949)
3,781,698 3,856,356
19-2 (1,534,197) (2,288,377)
19-1 (590,968) (932,610)
1,656,533 635,369
1,656,533 635,369
1,656,533 635,369
1,656,533 635,369
35 82.83 31.77

The accompanying notes form an integral part of these consolidated financial statements
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021

Cash flows from operating activities
Profit for the year

Adjustments for profit:
Zakat expense recognised in profit or loss

Income tax expense recognised in profit or loss
(Loss)/gain on investments in associates
Depreciation of property and equipment
Depreciation on right-of-use assets

Impairment provisions provided during the year
Impairment provisions used during the year
Net foreign exchange revaluation on provisions
Debit interest on lease contracts liabilities
Impairment provisions reversed during the year
Gain on disposal of property and equipment

Changes in working capital:

(Increase)/decrease in balances with Central Bank under
reserve’s percentages

Decrease/(increase) in HTM investment due more than 3 months

Decrease in loans and advances

Decrease in ijarah muntahia bittamleek

(Increase)/decrease in debit balances and other assets

Increase in balances due to banks

Increase/(decrease) in customers’ deposits

(Decrease)/increase in credit balances and other liabilities

Net cash generated from operations

Income tax paid (Note 19-1)
Zakat paid (Note 19-2)
Net cash generated by operating activities

Cash flows from investing activities

Payments to acquire property and equipment (Note 14)
Proceeds from sale of property and equipment

Decrease in AFS investments

Decrease/(increase) in investments in Islamic Sukuk

Net cash inflow from associates

(Increase) in restricted time deposits with banks

Net cash generated from/(used in) investing activities

2021 2020
YR'000 YR'000
1,656,533 635,369
1,534,197 2,288,377
590,968 932,610
128,385 (52,121)
396,826 455,762
467,918 538,306
37,836,032 13,623,434
(60,688) (23,495)
(2,256) 2,864
82,836 97,906
(1,550,402) (1,231,364)
(7,383) (993)
41,072,966 17,266,655
(1,319,373) 3,975,943
146,868 (209,979)
3,725,757 359,793
71,467 181,236
(75,957) 452,779
2,101,162 5,925,706
4,321,126 (23,044,395)
(7,798,753) 6,031,633
42,245,263 10,939,371
(1,733,279) (45,412)
(3,814,161) (602,500)
36,697,823 10,291,459
(219,068) (545,706)
7,502 2,477
- 505,910
1,428,000 (1,428,000)
25,792 27,309
- (186,775)
1,242,226 (1,624,785)

The accompanying notes form an integral part of these consolidated financial statements
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020
YR’000 YR’000

Cash flows from financing activities
Decrease in long-term loans (3,594) (3,595)
Payments to creditors of leased assets (538,152) (563,683)
Net cash used in financing activities (541,746) (567,278)
Net change in cash and cash equivalents

during the year 37,398,303 8,099,396
Cash and cash equivalents at 1 January 443,429,966 435,330,570
Cash and cash equivalents at 31 December 480,828,269 443,429,966
Cash and cash equivalents at the end of the year comprise of the following:

2021 2020
YR’000 YR'000

Cash and balances with Central Bank 43,904,833 41,046,625
Balances with banks 139,672,701 90,894,142
Held to maturity investments 328,999,233 342,065,192
Restricted time deposits with banks (487,988) (487,988)
Balances with the Central Bank under reserve’s percentages (31,061,910) (29,742,537)
HTM investments due after more than 3 months (net) (198,600) (345,468)
Cash and cash equivalents at 31 December 480,828,269 443,429,966

The accompanying notes form an integral part of these consolidated financial statements
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A — REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

1. GENERAL OVERVIEW

The Cooperative and Agricultural Credit Bank (the Bank) was established in Sana’a in accordance with law no.
39 of 1982, as a result of merging the Agricultural Credit Bank (ACB) (which was established in 1975) and the
National Co-operation Development Bank (NCDB), (which was established in 1979). The Bank is registered
with the Ministry of Industry and Trade under commercial registration no. (21/4491).

The Bank operates through its head office in Sana’a and in 43 branches (2020: 43 branches) spread all over
the governorates of the Republic of Yemen. The Bank also provides Islamic banking services through its Islamic
branch in conformity with the Islamic Sharia’ and under the supervision of Sharia' Board. On March 29, 2010,
the Bank obtained the initial approval from Central Bank of Yemen (CBY) and obtained the final approval on
April 16, 2011.

The consolidated financial statements of the Bank and the financial statements of its subsidiary in the Republic

of Yemen, which is as follows (together referred as the “Group”):

Share Shareholding and

Name of the Subsidiary capital voting percentage Main activities
YR’000
CAC Services for Security and Maintenance 10,000 100% Security and cleaning
(Sana’a, Republic of Yemen) services

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRS")

New and revised IFRSs applied with no material effect on the consolidated financial statements

The following new and revised IFRSs, which became effective for annual periods beginning on or after 1
January 2021, have been adopted in these financial statements. The application of these revised IFRSs has
not had any material impact on the amounts reported for the current and prior years but may affect the
accounting for future transactions or arrangements.

Effective for
annual periods

New and revised IFRSs beginning on or after
e Interest Rate Benchmark Reform Phase 2 (Amendments to IFRS 9, IAS January 2021
39, IFRS 7, IFRS 4 and IFRS 16), finalizing the response to the ongoing (Except what has been
reform of interest rate benchmarks. The amendments aim to assist delayed according to
entities to provide investors with useful information about the effects of the instructions of

the reform on their financial statements. The amendments provide  central Bank of Yemen)
temporary reliefs which address the financial reporting effects when an

interbank offered rate (IBOR) is replaced with an alternative nearly risk-

free interest rate (RFR).
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

2,

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRS”) (CONTINUED)

New and revised IFRSs in issue but not yet effective

The Group has not yet applied the following new and revised IFRSs that have been issued but are not yet

effective:
Effective for
annual periods
New and revised IFRSs beginning on or after
« IFRS 9 Financial Instruments January 2021 (according
to the instructions of
Central Bank of Yemen)
e Amendment *COVID-19 -Related Rent Concessions (Amendment to IFRS June 2021

16)” The amendment adds a practical expedient to IFRS 16 “Leases”
which provides relief for lessees in assessing whether specific COVID-19
rent concessions are considered to be lease modifications. Instead, if this
practical expedient is applied, these rent concessions are treated as if
they are not lease modifications. There are no changes for lessors in this
amendment.
e References to the Conceptual Framework - Amendment to IFRS 3 January 2022
Business Combinations. The amendment Adds a new exception to the
recognition principle to make sure that the accounting remains
unchanged.
e Proceeds before Intended Use - Amendment to IAS 16 “Property, Plant January 2022
and Equipment”. The amendment prohibit deducting from the cost of
property, plant and equipment amounts received from selling items
produced while the company is preparing the asset for its intended use.
Instead, an entity will recognise such sales proceeds and related cost in
profit or loss.
e Onerous Contracts - Cost of Fulfilling a Contract - Amendment to IAS 37. January 2022
The Amendment specifies which costs an entity includes when assessing
whether a contract will be loss-making.

o Annual Improvements to IFRS Standards 2018-2020 Cycle (Amendments January 2022
to IFRS 1, IFRS 9, IFRS 16, IAS 41).
o Definition of Accounting Estimates - Amendments to IAS 8. The January 2023

amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of errors.
Also, they clarify how entities use measurement techniques and inputs to
develop accounting estimates.

e IFRS 17 Insurance Contracts. Revised effective date to be January 1, January 2023
2023.
o Classification of Liabilities as Current or Non-current - Amendment to IAS January 2023

1. The amendment on whether a liability should be classified as either
current or non-current.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

2.

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

(“IFRS”) (CONTINUED)

New and revised IFRSs in issue but not yet effective (continued)

New IFRS and relevant amendments

e Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice
Statement 2. The amendments aim to help entities provide accounting
policy disclosures that are more useful by replacing the requirement for
entities to disclose their ‘significant’ accounting policies with a requirement
to disclose their ‘material’ accounting policies.

o Deferred Tax related to Assets and Liabilities arising from a Single
Transaction - Amendments to IAS 12. The amendments clarify that where
payments that settle a liability are deductible for tax purposes, it is a matter
of judgement (having considered the applicable tax law) whether such
deductions are attributable for tax purposes to the liability recognised in the
financial statements (and interest expense) or to the related asset
component (and interest expense).

¢ Amendments to IFRS 10 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures relating to the treatment of
the sale or contribution of assets from and investor to its associate or joint

venture.

The amendments clarify that a full gain or loss is recognised when a transfer
to an associate or joint venture involves a business as defined in IFRS 3.
Any gain or loss resulting from the sale or contribution of assets that does
not constitute a business, however, is recognised only to the extent of
unrelated investors’ interests in the associate or joint venture.

Effective for
annual periods

beginning on or after
January 2023

January 2023

Effective date deferred
indefinitely

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Bank’s financial statements as and when they are applicable and adoption of these new standards,
interpretations and amendments will have no material impact on the financial statements of the Bank in the

period of initial application.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.

SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements have been prepared on going concern basis and in accordance with
International Financial Reporting Standards (“IFRS”) and the amendments of Central Bank of Yemen in
respect of recognition, measurement, disclosure of financial instruments, according to the circular of the
Central Bank of Yemen, addressed to all banks operating in the Republic of Yemen, which states that
“defer the implementation of IFRS 9 (Financial Instruments) to the beginning of the year 2022”, and the
requirements of the relevant Yemeni laws and regulations.

Therefore, it is required to comply with circular No. (6) of 1996 and circular No. (5) of 1998 and circular
No. (8) of 2015, in respect of assets and liabilities classification. Furthermore, a provision should be made
for direct facilities at amortised cost and contingent liabilities itself, in addition to a provision for general
risks calculated on the total of loans and advances and other liabilities after deducting any balance secured
by deposits and bank guarantees issued by foreign worthy banks. The provision is determined based on
periodic comprehensive reviews of the credit portfolio and contingent liabilities, and percentages identified in
the Central Bank of Yemen instructions.

Therefore, general risk provisions calculated on performing loans and advances and contingent liabilities
provision are to be recognised in other provisions, rather than in shareholders’ equity.

Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for certain
financial instruments that are measured at fair values at the end of each reporting period, as explained in the
accounting policies below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a
liability, the Group takes into account the characteristics of the asset or liability if market participants would
take those characteristics into account when pricing the asset or liability at the measurement date. Fair value
for measurement and\or disclosure purposes in these consolidated financial statements is determined on such
a basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing transactions
that are within the scope of IAS 17, and measurements that have some similarities to fair value but are not
fair value, such as net realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are observable and the significance
of the inputs to the fair value measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and entities controlled
by the Bank. Control is achieved when the Bank:

e has power over the investee;
e is exposed, or has rights, to variable returns from its involvement with the investee; and
e has the ability to use its power to affect its returns.

The Bank reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control listed above.

When the Bank has less than a majority of the voting rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the
investee unilaterally.

The Bank considers all relevant facts and circumstances in assessing whether or not the Bank’s voting rights
in an investee are sufficient to give it power, including:

e the size of the Bank's holding of voting rights relative to the size and dispersion of holdings of the other
vote holders;

e potential voting rights held by the Bank, other vote holders or other parties;

e rights arising from other contractual arrangements; and

e any additional facts and circumstances that indicate that the Bank has, or does not have, the current
ability to direct the relevant activities at the time that decisions need to be made, including voting patterns
at previous shareholders' meetings.

Consolidation of a subsidiary begins when the Bank obtains control over the subsidiary and ceases when the
Bank loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed
of during the year are included in the consolidated statement of profit or loss and other comprehensive income
from the date the Bank gains control until the date when the Bank ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Bank
and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to the owners
of the Bank and to the non-controlling interests even if this results in the non-controlling interests having a
deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

Significant accounting policies are as follows:
Foreign currencies

The Group’s consolidated financial statements are presented in Yemeni Rials (“YR”) which is the currency of
the primary economic market (the functional currency of the group) and all the values are rounded to nearest
thousand Rials, except when otherwise indicated.

Transactions in foreign currencies are recorded at the rates of exchange prevailing on the date of the
transactions.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)

Monetary items denominated in foreign currencies are retranslated at the rates prevailing at date of preparing
consolidated financial statements, profits\losses are recognised in the consolidated statement of profit or loss
and other comprehensive income. Non-monetary items that are measured in terms of historical cost are
retranslated at the rates prevailing at the date of the transaction. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair
value was determined, revaluation gain\loss are recognised as part of the fair value.

Financial instruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provisions of the instrument except for “regular way” purchases and sales of financial assets which are
recognised on settlement date basis

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss, if any) are added to or deducted from fair value of
the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time
frame established by regulation or convention in the marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets.

Financial assets are classified into the following specified categories: Held to maturity, loans and receivables
and available for sale investments. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition.

Held to maturity

Financial assets held to maturity are non-derivative financial assets with fixed or determinable payments and
fixed maturity dates that the Group has the positive intent and ability to hold to maturity, examples include
debt securities held to maturity dates, which represents debt securities held-to-maturity, and represent debt
securities issued by the Central Bank of Yemen on behalf of the Ministry of Finance in the Republic of Yemen,
with different rates of return.

Held to maturity financial assets are initially recognised at fair value plus any directly attributable transaction
costs.

Held-to-maturity investments are subsequently measured at amortised cost using the effective interest rate
method, less any impairment losses, with revenue recognised on an effective yield basis i.e. based on actual
results.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Held to maturity (continued)

If there is objective evidence that an impairment on held to maturity investments carried at amortised cost
has been incurred, the amount of impairment loss recognised in the consolidated income statement is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the investments’ original effective interest rate.

Amortised cost is calculated by taking into account any discount or premium on acquisition using an effective
interest rate method. Therefore, debt securities are recognised at nominal value after deducting issuance
discount as at the date of the consolidated financial statements.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and it is expected that substantially all of the initial investments will be recovered
other than because of credit deterioration. Loans and receivables (including direct credit facilities to
customers, loans and advances to customers, and debit balances and other assets) are initially measured at
fair value plus any directly attributable transaction costs, and are subsequently measured at amortised cost
using the effective interest rate, less allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and fees and costs that are an integral part of the effective
interest rate. The losses arising from impairment are recognised in the consolidated income statement.

Murabaha is an agreement whereby the Group sells to a customer a commodity or an asset, which the Group
has previously purchased and acquired based on a promise to buy from the customer. The selling price
comprises the cost plus an agreed profit margin.

Debts related to Murabaha financing, are recorded at cost of goods sold or money paid to the beneficiaries
plus differed income of the Group until the date of the consolidated statement of financial position minus
installments received.

Istisnaa’s is an agreement between the Group and a customer whereby the Group sells to the customer a
developed asset according to agreed-upon specifications, for an agreed upon price.

Istisnaa’s assets represent amounts paid as of the date of the consolidated statement of financial position
against assets purchased for the benefit of Istisnaa projects plus deferred income, minus installments
received.

Ijarah Muntahia Bittamleek is an agreement whereby the Group (as lessor) leases an asset to the customer
(as lessee) after purchasing/acquiring the specified asset, either from a third party seller or from the customer
itself, according to the customer’s request and promise to lease against certain rental payments for a specific
lease term/periods, payable on fixed or variable rental basis. Ijarah may end with transfer of rented asset
ownership to the lessee.
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SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Loans and receivables (continued)

Amounts relating to Ijarah Muntahia Bittamleek consist of assets purchased by the Bank, either individually
or as part of a syndication with other entities and leased to beneficiaries for their use in Ijarah Muntahia
Bittamleek agreements whereby the ownership of the leased assets is transferred to the beneficiaries at the
end of lease term and the completion of all payments under the agreement. The assets are stated at their
acquisition cost less accumulated depreciation up to the date of the statement of financial position. The assets
are depreciated using the straight-line method over the related lease period. No depreciation is recorded in
respect of assets not yet put to use.

Available for sale investments

Available for sale investments are non-derivatives that are either designated as AFS or are not classified as
(a) loans and receivables, (b) held-to-maturity investments or. AFS investments are those intended to be
held for an indefinite period of time and may be sold to meet liquidity requirements or changes in interest
rates, exchange rates or equity prices.

Available-for-sale investments are initially recognised at fair value plus any directly attributable transaction
costs and are subsequently measured at fair value. The fair values of quoted financial assets in active markets
are based on current prices. The Group’s AFS investments are unquoted and are not traded in an active
market, and these are stated at cost less impairment unless fair value at the end of each reporting period can
be reliably measured.

If an available-for-sale investment is impaired, the difference between the acquisition cost (net of any principal
repayments and amortisation) and the current fair value, less any previous impairment loss recognised in the
consolidated income statement is removed from equity and recognised in the consolidated income statement.

Gains and losses arising from changes in fair value are recognised in the other comprehensive income
statement and recorded in cumulative changes in fair value with the exception of impairment losses, interest
calculated using the effective interest method and foreign exchange gains and losses on monetary assets
which are recognised directly in the consolidated income statement. Where the investment is disposed of or
is determined to be impaired, the cumulative gain or loss previously recognised in equity in the cumulative
changes in fair value is included in the consolidated income statement for the year.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Interest income is calculated using the effective interest rate method and the dividends from available for
sale investments are recognised in the profit or loss.
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COOPERATIVE AND AGRICULTURAL CREDIT BANK (Y.S.C.)
SANA'A - REPUBLIC OF YEMEN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Effective interest method (continued)

Any other changes in the value of financial assets are included in the consolidated statement of other
comprehensive income, as well as reserves of the fair value of the investments. Interest income is recognised
by applying the effective interest rate, except for loans and short-term receivables when the effect of
discounting is immaterial.

When financial assets are sold or when impairment is recognised, gains or losses which were previously
assembled in fair value reserve of investments in profit or loss are reclassified.

Dividends on financial assets are recognised in profit or loss when the Group’s right to receive the dividends
is established.

Impairment of financial assets

The Group assesses at the date of each consolidated statement of financial position whether there is objective
evidence of impairment of a financial asset or a group of financial assets. The value of the financial asset or
group of financial assets decreases and the impairment loss incurred if, and only if, there was objective
evidence as a result of one or more events after the initial recognition of the asset (“loss event”), and that
loss event (or events) has an impact on the expected future cash flows for a financial asset or group of
financial assets that can be estimated reliably.

Objective evidence of impairment of a financial asset or a group of financial assets includes observable data
that comes to the Group’s attention about loss events:

e Significant financial difficulty of the issuer or counterparty; or
e Breach of contract, such as a default or delinquency in interest or principal payments; or

e Group grants a waiver to the borrower, for economic or legal reasons due to the borrower's financial
difficulty, which in its absence the lender is not seen the subject of such waiver; or

e It is becoming probable that borrower will enter bankruptcy or another financial reorganisation; or
e The disappearance of an active market for such financial asset because of financial difficulties.
e Observable information indicating that there is a measurable decrease in the estimated future cash flows

of a class of financial assets since the initial recognition of those assets, although it was not possible to
determine impairment of individual financial asset in the class, including:

- There is adverse change in the payment status of the borrower; or
- Economic conditions national or local that coincides with settlement defaults on assets in the class.

Group assess availability of any objective evidence for impairment in values of financial assets on a collective
basis even if they were assessed not to be impaired individually. If the Group identified the absence of
objective evidence about existence of impairment of financial asset which is individually assessed, whether
significant or not, is added to a class of financial assets with similar credit risk characteristics for assessing
impairment existence in this class collectively. Assets that are individually assessed for impairment and is
inserted into or continued to insert an impairment loss in its value are not included in the collective assessment
for impairment.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Impairment of financial assets (continued)

If there is objective evidence that an impairment loss has been incurred on loans and advances carried at
amortized cost, the amount of the loss is measured as the difference between the asset's carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset's effective interest rate. The carrying amount of the asset is reduced
using an allowance account and the amount of the loss is recognized in the consolidated statement of profit
or loss. If the loan has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract. As a practical expedient, the Group may
measure impairment based on the instrument's fair value using an observable market price.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated
on the basis of historical loss experience and the success of recovery of overdue amounts. Historical
experience is adjusted on the basis of current observable data to reflect the effects of current conditions that
did not affect past periods, and to remove the effects of past conditions that do not exist currently.

The estimations must be reflected in the future cash flows of a group of assets, and should be in line with the
changes in the related information that can be monitored from time to time. (for example, changes in the
unemployment rates, real estate prices, payment position or other factors that indicate changes in the loss
possibilities in the group and its size).

The calculation of the present value of estimated future cash flows of the financial asset reflects the cash flows
that may result from mortgage less costs for obtaining and selling the mortgage, whether a potential
foreclosure or not.

The methodology and assumptions used in estimating future cash flows are reviewed regularly by the group
to reduce any differences between estimated losses and actual loss experience.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset's carrying amount and the present value of estimated future cash flows (except for future
credit losses that did not occur), discounted at the financial asset's original effective interest rate. The carrying
amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of loans and receivables, where the carrying amount is reduced through the use of an allowance
account. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract. And as a process, the Group may measure
impairment on the basis of the fair value of the instrument using observable market price.

If a loan is uncollectible, were to follow all the necessary legal procedures and the final loss has been
determined, it is written off against the provision associated with a decrease the value of the loan. And such
loans are written off after completing all the necessary procedures and determine the amount of the loss.
Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes
in the carrying amount of the allowance account are recognised in profit or loss.

In case of loans if the decreased amount of the impairment loss in a subsequent period can be attributed
objectively to an event occurred after the impairment was recognised (such as an improvement in the credit
rating of the debtor), the impairment loss previously recognised will be reversed by adjusting the allowance
account. The amount of the reversal is recognised in the consolidated income statement.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (Continued)

Impairment of financial assets (continued)

In case of significant or prolonged decline at fair value of financial assets below its cost is considered in
determining the existence of decline in the value of the asset. If such evidence exists for available for sale
financial assets then its accumulative losses are removed, which is measured as the difference between the
acquisition cost and the current fair value less any impairment loss on that financial asset listed previously
with profit or loss, from the consolidated statement of shareholders’ equity and to be included in consolidated
statement of profit or loss.

Provision for loans and advances to customers and contingent liabilities

In addition to the above, and for the purpose of applying the Central Bank of Yemen instructions as per
circular No. (6) of 1996, and circular No. (5) of 1998 and circular No. (8) of 2015 regarding the classification
of assets and liabilities; a provision of direct credit facilities at amortised cost and contingent liabilities is made,
in addition to a provision for general risks calculated on the total of loans and advances and other liabilities
after deducting any balance secured by deposits and bank guarantees issued by foreign worthy banks. The
provision is determined based on periodic comprehensive reviews of the credit portfolio and contingent
liabilities. Accordingly, the provision is provided in accordance with the following rates at least:

- Performing Loans and advances (including watch list accounts)

2%

- Performing contingent liabilities (including watch list accounts) 1%
- Non-performing Loans and advance and contingent liabilities

Substandard loans and advance and contingent liabilities 15%

Doubtful loans and advance and contingent liabilities 45%

Bad loans and advance and contingent liabilities 100%

Loans and advances to customers are presented on the consolidated statement of financial position net of
provisions and uncollected interests. Loans are written off if procedures taken towards their collection prove
useless, or if directed by CBY inspection upon review of the portfolio by debiting the provision. Proceeds from
loans previously written off in prior years are included in the consolidated statement of profit or loss under
“other income”.

During the year ended 31 December 2015, the CBY issued circular No. (8) of 2015, including an amendment
of provision percentage on performing direct loans and advances from 1% to 2%.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another party. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the
asset and an associated liability for amounts it may have to pay.

Derecognising of a financial asset at amortised cost in its entirety is measured by the difference between the
asset's carrying amount and the sum of the consideration received in addition to receivable and is recognised
in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities

The Group classifies its financial liabilities into financial liabilities at amortised cost only (i.e. other financial
liabilities).

Other financial liabilities

Other financial liabilities (including amounts due to banks, customer deposits, credit balances and other
liabilities) are initially measured at their fair value which is the cost at the time of transaction and subsequently
measured at amortised cost, using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount on initial
recognition.

Interest expense is recognised on an effective interest basis, except for short-term payables when the
recognition of interest would be immaterial. All the financial liabilities of the Group are short term in nature.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in profit or loss.

Cash and cash equivalents

For the purpose of preparing the consolidated statement of cash flows, cash and cash equivalents consist of
cash on hand, balances with the Central Bank (other than reserve balances), current accounts with other
banks in addition to debt securities and certificates of deposits which are due within three months.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and any identified impairment loss.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the straight-line method.

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on a prospective basis. The carrying amount
of the asset is reduced immediately to its recoverable amount if the asset's carrying amount is greater than
its estimated recoverable amount. Realizable value is the asset's fair value less costs to sell or value in use,
whichever is higher.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss. Subsequent expenditure is capitalized only when it increases the future economic
benefits embodied in property and equipment item. Any other expenses are included in profit or loss as
expense as incurred.
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