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G.Z 801

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS
BANK OF PALESTINE LTD.

PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

We have audited the accompanying balance sheet of Bank of Palestine LTD (Public
Shareholding Company) — Gaza, (Notel) as of December 31, 2001 and the related
statements of profit and loss, changes in shareholders equity, and cash flows for the year
then ended. These financial statements are the responsibility of the Board of Directors of
the Bank. 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 plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financia statements . An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements present fairly, in al material respects, the
financial position of the Bank of Palestine LTD (Public Shareholding Company) —
Gaza, (Notel) as of December 31, 2001 and the results of its operations and its cash
flows for the year then ended in accordance with International Accounting Standards.

Saba & Co.
Gaza

February 28, 2002 Adnan R. Awad



BANK OF PALESTINELTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

BALANCE SHEET
AS OF DECEMBER 31, 2001
(IN USDOLLAR)

Assets

Cash in hand and at Palestinian MonetaryAuthority (PMA)
Deposits at banks

Loans and credit facilities — net

Financial assets held for trading

Other investments

Other debit balances and interests earned
Property and equipment — net

Total assets

Liabilities and Shareholders’ Equity
Liabilities

Customers’ deposits

PMA'’s deposits

Banks' deposits

Cash margin

Provisions

Other liabilities

Total Liabilities

Shareholders’ Equity

Paid—up capita

Compulsory reserve

Voluntary reserve

General reserve

Proposed shares dividends

Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

Contra accounts (Memoranda)

The accompanying notes are an integral part of these financia statements

Mr. Hashem Ata Shawa

Chairman
Board of Directors

Note 2001 2000
3 29,462,563 32,996,044
4 122,629,263 105,766,649
5 88,483,583 80,322,306
6 733,106 1,869,654
7 3,003,606 3,118,230
8 2,015,563 3,022,179
9 12,085,303 12,140,248
258,412,987 239,235,310
10 187,740,003 178,865,224
14,526,502 13,360,430
374,475 327,819
11 27,073,687 21,020,108
12 2,976,253 2,880,955
13 2,556,554 2,228,636
235,247,474 218,683,172
1 20,320,000 15,240,000
1,540,338 1,283,105
22,177 2,438,135
647,998 1,146,398
635,000 444 500
23,165,513 20,552,138
258,412,987 239,235,310
14 31,790,677 35,961,660

Dr. Sami Tarazi

Member

Board of Directors



BANK OF PALESTINE LTD

PUBLIC SHAREHOLDING COMPANY

GAZA —PALESTINE

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED DECEMBER 31, 2001
(IN USDOLLAR)

Note 2001 2000

Revenues
Interest income 15 16,192,406 19,138,594
Commission income 16 1,248,788 1,704,890
Tota interest and commission income 17,441,194 20,843,484
Interest expense 17 (6,279,812) (8,099,167 )
Net interest and commission income 11,161,382 12,744,317
Net income from investing activities and other 18 3,173,886 717,830
Tota Revenues 14,335,268 13,462,147
Expansés
Salaries, wages and allowances 19 (5,656,025) (5,445,619)
Genera and administrative expenses 20 (3,202,675) (3,186,476)
Depreciation expense (1,500,269) (998,938)
Total Expenses (10,358,969) (9,631,033)
Net profit for the year before tax 3,976,299 3,831,114
Tax provision (1,403,967) (1,311,097)
Net profit for the year after deducting tax provision 2,572,332 2,520,017
Proposed Distribution as Follows
Compulsory reserve 257,233 256,621
Voluntary reserve 22,177 1,670,679
General reserve 148,217
Paid-up capita 1,657,922
Proposed shares dividends 635,000 444 500

2,572,332 2,520,017
Earning per share 21 0.14 0.16

The accompanying notes are an integral part of these financia statements






BANK OF PALESTINELTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

STATEMENT OF CHANGESIN SHAREHOLDERS EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2001

(INUSDOLLAR)

Balance at January 1, 2000
Stock issuance

Transfer to reserves

Shares dividends paid during the year
Proposed shares dividends

Balance at December 31, 2000

Prior yeares adjustments resulted from
applying IAS No.39 distributed

Transfer from voluntary reserve to capital
Transfer from general reserve to capital
Transfer from net profit for the year to capital
Transfer to reserves
Shares dividends paid for the year 2000
Proposed shares dividends
Balance at December 31, 2001

Proposed Tota of
Paid-up Compulsory  Voluntary Generd shares shareholders
capital reserve reserve reserve dividends equity
15,225,000 1,026,484 767,456 998,181 444,063 18,461,184
15,000 15,000
256,621 1,670,679 148,217 2,075,517
(444,063) (444,063)
444,500 444,500
15,240,000 1,283,105 2,438,135 1,146,398 444,500 20,552,138
485,543 485,543
2,438,135 (2,438,135)
498,400 (498,400)
1,657,922 1,657,922
257,233 22,177 279,410
(444,500) (444,500)
635,000 635,000
20,320,000 1,540,338 22,177 647,998 635,000 23,165,513

The accompanying notes are an integral part of these financial statements



BANK OF PALESTINE LTD

PUBLIC SHAREHOLDING COMPANY

GAZA —PALESTINE

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001
(IN USDOLLAR)

Cash Flows from Operating Activities
Net profit for the year after deducting tax provision
Adjustments for:
Depreciation expense
Net book value of property and equipment disposal ed
Provision for doubtful debts

Changes in operating assets and liabilities

Decrease (increase) in compulsory deposits with PMA
Increase in loans and credit facilities

Increase in other debit balances and interests earned
Increase in customers’ deposits

Increase in PMA'’ s deposits

Increase (decrease) in banks' deposits

Increase in cash margin

Increase (decrease) in provisions

Increase in other liabilities

Net Cash Provided from Operating Activities
Cash Flows from Investing Activities

Property and equipment acquired
Investments

Net Cash Used in Investing Activities
Cash Flows from Financing Activities

Procceds from issuance share capital
Net effect of applying IAS N0.39
Shares dividends paid

Net Cash Provided from Financing Activities

Net Increase in Cash and Cash Equivalents ( Note 22)

The accompanying notes are an integral part of these financial statements

2001 2000
2572,332 2,520,017
1,500,269
35,802
(2,594,022) 1,886,252
1,555,134  (2,059,491)
(5,567,255)  (1,918,283)
1,006,616 (706,916)
8,874,779 21,774,015
1,166,072 504,174
46,656 (5,266,619
6,053,579 26,790
95,208 (480,209)
327,918 780,243
15,073,268 17,960,884
(1,481,216)  (1,553,638)
1,251,172 (275,285)
(230,044)  (1,828,923)
15,000
485,543
(444,500)
41,043 15,000
14,884,267 16,146,961




BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001

1 THE BANK AND ITSACTIVITY

Bank of Palestine LTD “the bank” was established in 1960 as a public shareholding company
with a head office in Gaza city according to companies’ law number (18) for the year 1929
and its amendments with authorized capital of Egyptian Pound 500,000 divided into 50,000
shares, the capital was increased to US Dollar 20,320,000 divided into 1,270,000 shares with
a par value of US Dollar 16 per share based on the decision taken by shareholders in their

meeting held on May 18, 2001 .
Main objective of the bank isto practice all different bank activities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements are prepared in accordance with the historical cost
convention using International Accounting Standards and the banking regulations prescribed
by the Palestinian Monetary Authority (PMA).

I nvestments

Financial assets held for trading and oustanding in stock market are stated at fair
value.The difference between the fair value and the cost of those financia assets is
recognized in the statement of profit and loss.

Financial assets available-for-sale and oustanding in stock market are stated at fair
value. The difference between the fair value and the cost of such financial assets is
recognized in a specia account in shareholders equity untill those assets are sold,
collected, or disposed, then such specia account is reversed to statement of profit and
loss.

The fair value of quoted financial assets represents the closing price in stock markets,
unquoted financial assets are valued by management based on the market value of
similar financial assets or based on the book value as presented in the financia
statements of the investee, or any relevant data that may lead to determine their fair
value.

Other investments in companies and real estate are stated at the lower of cost or market.
Rea estate investment represents the unoccupied part of Bank of Palestine Tower
Building, which comprise of the stores in the ground floor and the last ten floors. This
investment is recognized at cost value.



BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001 7

Provision for Doubtful Accounts

General and specia provisions for doubtful credit facilities are computed for based on
management estimates and according to instructions of the official controller
authorities.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Depreciation is
computed on the straight-line method based on the anticipated useful lives of the assets
concerned asfollows:

Year Percentage
(%)
Building 50 2
Property, equipment and furniture 5-16.667 6—20
Vehicles 6.667 15

Revenue Recognition

Interest income and expenses are recognized on a time proportion basis,
taking into consideration the principal outstanding and its interest rate.
The recognition of income is ceased when the recovery of interest or
principal is in doubt. Interest earned on such advances is suspended.
Commissions and fees income are accounted for at the date of
transaction. Recoveries in respect of loans fully provided are accounted
for on acash receipt basis.

Contra Accounts (Memoranda)

contingent liabilities, which may bring up as a result of the bank
practicing of its usual activities, are recorded as contingent accounts and
disclosed as items out of the balance sheet. These accounts include
obligations that caused by letters of credit and guarantee given to
customers.

Foreign Currency

Transactions in foreign currencies are trandlated to US Dollar a the exchange rate
prevailing at the date of each transaction. Monetary assets and liabilities denominated in
foreign currency are evaluated at the exchange rates prevailing at the date of the
financia position. The resultant exchange gain (loss) is reflected in the statement of
profit and loss.



BANK OF PALESTINELTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001 8

Taxes

Taxable incomeisthe profit in US Dollar stated in the statement of profit and loss.

Tax provision cosists of value added and income tax according to tax Law requirements.
Vaue Added Tax of salariesisrecorded as a part of salaries, wages and allowances expense.

The financial statements include deferred tax assets arising from timing differences in
recognition of expenses in statement of profit and loss and recognition of such expenses for
tax purpose, taken in account the possibility of realizing sufficient profit in the future.

Provision for Staff Indemnity

Staff indemnity is is provided for according to labor law for the year 1964 and its
modification.

Compulsory Reserve
At least 10% of profits are transferred to the compulsory reserve until it reaches

50% of the capital at which time it may be stopped or it may continue up to be
equal the capital based on the decision of the Board of Directors.

Earning Per Share

Earning per share was cal culated based on the average of paid in capital during the year.

Thesefinancial statements arethetranslation of Arabic version.



BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001

3.

CASH IN HAND AND AT PALESTINIAN MONETARY AUTHORITY (PMA)

December 31
2001 2000
US Dollar US Dollar
Cash 10,577,568 8,770,990
Balances with PMA 18,884,995 24,225,054

29,462,563 32,996,044

Balances with PMA includes amount USDollar 18,539,304 against the
compulsory reserve at December 31, 2001 (USDollar 20,094,438 at December
31, 2000). The compulsory reserve with PMA is determined as per circular
number (5) dated on August 7, 1995 that issued by banks' controller in PMA.

DEPOSITSAT BANKS

December 31
2001 2000
US Dallar US Dollar
Current account in banks abroad 30,352,218 22,423,083
Time deposit in banks abroad 92,277,045 83,343,566

122,629,263 105,766,649




BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001
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5. LOANSAND CREDIT FACILITIES—NET

Loans

Credit facilities— over draft accounts
Less:

Suspense interests

Provision for doubtful debts

December 31
2001 2000
US Dallar USDallar
40,283,857 42,653,970
59,760,818 50,658,502
(2,765,545) (1,600,597)
(8,795,547) (11,389,569)
88,483,583 80,322,306

The bank’s management revised the providing for doutful debts according to new
circulation number (2001/7/4 D93) of PMA which was issued during 2001 instead of
related previous circulation of PMA. The adoption of new circulation resulted an
excess in provision which was taken in previous years, accordingly such excess has
been charged to statement of profit and loss for the year.

Movement of the provisionsfor doubtful debts during the year was as follows:

Beginning balance
Provision charged to statement of profit and loss

Ending balance

Movement of the suspense interestsduring the year was as follows:

Beginning balance
Interest suspended during the year
Ending balance

December 31
2001 2000

US Dallar US Dollar
11,389,569 9,503,317
(2,594,022) 1,886,252

8,795,547 11,389,569

December 31

2001 2000
US Dollar US Dollar
1,600,597 598,171
1,164,948 1,002,426
2,765,545 1,600,597




BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001

6.

FINANCIAL ASSETSHELD FOR TRADING

December 31
2001 2000
US Dollar US Dollar
Shares of palestinian telecommunication Co. 688,926 197,461
Shares of palestinian company for electricity 44,180 44,180
Sharesin foreign investments 1,628,013
733,106 1,869,654
OTHER INVESTMENTS
December 31
2001 2000
US Dollar US Dollar
Investments in Bonds 588,100 596,452
Red estate investments 2,415,506 2,521,778
3,003,606 3,118,230

OTHER DEBIT BALANCESAND INTERESTSEARNED

December 31
2001 2000
US Dollar US Dollar
Prepaid expenses 454,543 271,312
Prepaid tax 285,385 500,423
Intrest receivables 212,565 880,195
Other debit balances 1,063,070 1,370,249

2,015,563

3,022,179




BANK OF PALESTINELTD

PUBLIC SHAREHOLDING COMPANY

GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS

DECEMBER 31, 2001 12
9. PROPERTY AND EQUIPMENT - NET
Building Computers Equipment
Total & repairs & supplies & Furnitures Autombiles Lands
US Dollar US Dallar US Dollar US Dallar US Dollar US Dollar

Cost
January 1, 2001 17,889,522 6,696,498 3,791,515 4,769,402 435,031 2,197,076
Additions 1,481,216 394,447 222,300 864,469
Disposa (53,766) (53,766)
December31, 2001 10316972 7,090,945 4,013,815 5,633,871 381,265 2,197,076
Accumulated Depreciation
January 1, 2001 5,749,274 1,000,931 2,613,508 1,959,844 174,991
Additions 1,500,269 301,585 602,072 539,422 57,190
Disposal (17,874) (17,874)
December31, 2001 7,231,669 1,302,516 3,215,580 2,499,266 214,307
Net book value
December 31, 2001 12,085,303 5,788,429 798,235 3,134,605 166,958 2,197,076
December 31, 2000 12,140,248 5,695,567 1,178,007 2,809,558 260,040 2,197,076

Buildings include part of Bank of Palestine Tower occupied by bank (first three and part of underground floor) and the building of

Head Quarter’ s office amounted of US Dollar 2,861,804 and 2,343,627 respectively.






BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001

10. CUSTOMERS DEPOSITS

December 31
2001 2000
US Dollar US Dollar
Demand deposits 76,033,685 62,812,278
Saving deposits 30,341,216 18,352,740
Time deposits 81,365,102 97,700,206
187,740,003 178,865,224
11. CASH MARGIN
December 31
2001 2000
US Dollar US Dollar
Margins against Letters of credit 1,810,489 1,885,865
Margins against Letters of guarantee 8,936,579 8,337,098
Other Cash Margins 16,326,619 10,797,145
27,073,687 21,020,108
12. PROVISIONS
December 31
2001 2000
US Dollar US Dollar
Provision for staff indemnity 1,410,062 1,437,307
Provision for tax 1,566,191 1,443,648

2,976,253

2,880,955




BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001
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13.

14.

Movement of provisionsfor staff indemnity during the year was as follows:

Beginning balance
Add: Provision expense charged to P& L -note 19

Less: paid during the year

OTHER LIABILITIES

Staff saving fund
Accrued dividends
Other credit balances

CONTRA ACCOUNTS (MEMORANDA)

Documentary credits
L etter of guarantee

December 31
2001 2000
US Dollar US Dollar
1,437,307 1,364,832
425,412 293,507
(452,657) (221,032)
1,410,062 1,437,307
December 31
2001 2000
US Dollar US Dollar
781,701 583,087
402,478 163,560
1,372,375 1,481,989
2,556,554 2,228,636
December 31
2001 2000
US Dollar US Dollar
12,115,63 17,726,669
19,675,043 18,234,991

31,790,677

35,961,660




BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001
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15. INTEREST INCOME

I nterest income — customers
Interest income — banks

16. COMMISSION INCOME

Commissions from letters of credit and guarantee
Commissions from facilities to customers

17. INTEREST EXPENSE

Interests paid for saving deposits
Interests paid for time deposits
Interests paid for banks

Interests paid for other deposits

Year ended December 31

2001 2000

US Dollar USDollar
10,873,944 11,969,020
5,318,462 7,169,574

16,192,406 19,138,594

Y ear ended December 31

2001 2000

US Dollar US Dollar

635,685 696,071
613,103 1,008,819

1,248,788 1,704,890

Y ear ended December 31

2001 2000

US Dallar US Dollar
2,276,847 2,450,300
3,003,983 4,500,815
264,268 487,347
734,714 660,705

6,279,812 8,099,167

Interests paid for time deposits include saving account prizes amounting of US
Dollar 253,278 and 178,878 for the years ended December 31, 2001and 2000

respectively.



BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001

18. NET INCOME FROM INVESTING ACTIVITIESAND OTHER

Year ended December 31

2001 2000
US Dollar US Dollar
Currency exchange gains 876,385 411,676
Other commission 2,700,280 2,636,541
Net other income (402,779) (2,330,387)
3,173,886 717,830

Net other income includes credit balance of income from investing activities of
US Dollar 374,170 and debit balance of US Dollar 776,949.

19. SALARIES, WAGESAND ALLOWANCES

Year ended December 31

2001 2000
US Dollar USDallar
Wages and salaries 4,111,821 4,217,884
Transportation Allowances 36,389 63,540
Value Added Tax (VAT) 988,314 730,739
Provision for staff indemnity ( note 12) 425,412 293,507
Bank’s contribution in staff saving fund 94,089 139,949
5,656,025 5,445,619

Thetotal staff of the bank was 393 and 409 employees as of December 31, 2001 and
2000 respectively.



BANK OF PALESTINE LTD
PUBLIC SHAREHOLDING COMPANY
GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2001

20. GENERAL AND ADMINSTRATIVE EXPENSES

Y ear ended December 31

2001 2000

US Dollar USDollar
Telephone and post 367,871 384,543
Computer program devel opment 314,535 385,579
Rents 245,537 258,945
Stationery and printed material 219,206 194,578
Advertising 155,915 178,048
Maintenance 181,415 160,912
Electricity and water 153,958 153,701
Rewards and donations 153,564 156,878
Cash transfer expenses 59,481 120,224
Travel and transportation 102,577 122,711
Professional fees 139,113 98,983
Clothes dlowances 101,747 98,933
Insurance fees 131,382 89,793
Bank license fees 110,879 82,944
Swift fees 79,356 87,074
Gaurd and security fees 96,263 71,879
Health and medical expenses 46,784 54,992
Fuel 48,702 41,536
Miscellaneous expenses 494,390 444,223
Total 3,202,675 3,186,476

21. EARNING PER SHARE

Earning per share was calculated based on the average of paid in capital during the
year as follows:

Year ended December 31

2001 2000
US Dallar US Dollar
Piad in capital-Begining of the year 15,240,000 15,225,000
Share capital (fully paid) - Ending of the year 20,320,000 15,240,000

Average paid amount 17,780,000 15,232,500
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GAZA —PALESTINE

NOTESTO THE FINANCIAL STATEMENTS

DECEMBER 31, 2001
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22.

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash in hand, cash and balances with banks as

follows;

Cashin hand and at PMA
Deposits at banks

Less: compulsory reserve

Cashin hand and at PMA
Deposits at banks

Less: compulsory reserve

December 31 32?{]”996
2001 2000 2001
US Dallar US Dollar US Dallar
29,462,563 32,996,044 (3533 481)
122,629,263 105,766,649 16 862,614
152,091,826 138,762,693 13 329,133
(18,539,304)  (20,094,438) 1555134
133,552,522 118,668,255 14 884,267
December 31 gzﬂr;%e
2000 1999 2000
US Dollar US Dollar US Dollar
32,996,044 37,161,247 (4,165,203)
105,766,649 83,394,994 22,371,655
138,762,693 120,556,241 18,206,452
(20,094,438)  (18,034,947) (2,059,491)
118,668,255 102,521,294 16,146,961
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23. INTEREST RATE SENSITIVITY ASOF DECEMBER 31, 2001
Within From3to6 From6to12 Over Non Sensitive
3 months months Months 1 year Interest Total
US Dallar US Dallar US Dollar US Dollar US Dallar US Dallar
Assets
Cash and balances with (PMA) 18,884,995 10,577,568 29,462,563
Deposits and balances due from banks 92,277,045 30,352,218 122,629,263
Loans and receivables less provisions 13,908,132 38,925,308 20,200,922 3,888,128 11,561,093 88,483,583
Marketable Securities 733,106 733,106
Other investments 480,000 2,523,606 3,003,606
Properly, plant, and equipment 12,085,303 12,085,303
Interest and other receivables 2,015,563 2,015,563
Total assets 125,803,278 39,405,308 20,200,922 3,888,128 69,115,351 258,412,987
Liabilities and Shareholders’ Equity
Deposits from Customers 81,365,102 30,341,216 76,033,685 187,740,003
Deposits from PMA 14,526,502 14,526,502
Deposits and balances due to Banks 374,475 374,475
Different Cash margins 15,340,367 8,936,579 1,810,489 986,252 27,073,687
Provisions and accruas 2,976,253 2,976,253
Other liabilities 2,556,554 2,556,554
Tota Shareholders' Equity 23,165,513 23,165,513
Total Liabilitiesand Shareholders' Equity 111,231,971 39,277,795 1,810,489 106,092,732 258,412,987

Effective average interest rate on bank placements and certificates of deposits with PMA was 3.86 % (6.15% for year 2000) on loans and
receivables 8.5 % (11% for year 2000). On customer deposits 2.8 % (5.8% for year 2000)
Maturates of assets and liabilities have been determined on the basis of contractual repricing or maturity dates, whichever dateis earlier.
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24, MATURITIESOF ASSETSAND LIABILITIESASOF DECEMBER 31, 2001
Within From3to6 From6to 12 Over
3 months months Months 1 year Total
US Dollar USDollar USDollar USDollar USDollar

Assets

Cash and balances with (PMA) 29,462,563 29,462,563
Deposits and balances due from banks 122,629,263 122,629,263
Loans and receivables |ess provisions 38,925,308 31,483,536 3,888,128 14,186,611 88,483,583
Marketable Securities 733,106 733,106
Other Investments 480,000 2,523,606 3,003,606
Properly, plant, and equipment 12,085,303 12,085,303
Interest and other receivables 952,492 748,536 314,535 2,015,563
Total assets 192,702,732 32,712,072 4,202,663 28,795,520 258,412,987
Liabilities and Shareholders' Equity

Deposits from Customers 134,501,551 6,620,175 15,092,210 31,526,067 187,740,003
Deposits from PMA 14,526,502 14,526,502
Deposits and balances due to Banks 374,475 374,475
Different Cash margins 27,073,687 27,073,687
Provisions and accruas 1,396,333 1,579,920 2,976,253
Other liabilities 1,137,341 1,419,213 2,556,554
Total Shareholders’ Equity 23,165,513 23,165,513
Total Liabilities and Shareholders Equity 177,613,556 9,435,721 16,672,130 54,691,580 258,412,987

Maturities of assets and liabilities have been determined on the basis of remaining period from the balance sheet pricing or maturity dates.
Whichever date to the contractual maturity date.
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25.

26.

27.

CAPITAL ADEQUACY

December 31
1
US Dallar US Dollar

Capital base (2 23,165,513 20,552,138
Risk weighted assets:

On — balance sheet assets 130,847,014 121,625,946
Off — balance sheet assets 10,521,804 12,869,348
Total risk - weighted assets (1) 141,368,818 134,495,294
Capital adequacy ratio (2)/(1) % 16 39 %

RISK MANAGEMENT

Policies relating to credit are reviewed and approved by the Bank’s Credit
Policy Committee. All credit lines are approved centrally by the Bank’s Credit
Division and Central Credit Committee in accordance with the banks credit
policy set out in the credit policy Manual. Credit and Marketing functions are
segregated. In addition, whenever possible, loans are secured by acceptable
forms of collateral in order to mitigate credit risk. The Bank further limits risk
through diversification of its assets by geography and industry sector limits.

All credit facilities are administered and monitored by the Credit
Administration Department. Periodic reviews are conducted by Credit
Examination teams from the Risk management Division and facilities are risk
graded based on criterion established in the credit policy Manual.

FOREIGN EXCHANGE RISK

Foreign exchange and derivatives trading for the account of the Bank is
managed by a very limited proprietary foreign exchange trading limit.
However, treasury activities are primarily focused towards meeting the
requirements of customers to manage their foreign exchange exposure. These
dealing with and exposure to financial markets are matched by equal and
opposite dealing and exposure to corporate customers.
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28.

29.

INTEREST RATE RISK

Specialist committee monitors and sets policies for interest rate and liquidity risk
management.

Such committee meets on a periodic basis regularly to review liquidity ratios, gaps and
economic scenarios, and formulates guidelines accordingly on a continual basis. Periodic
stress tests simulations are performed in order to ascertain interest rate risks. The Bank is
not excessively exposed to interest rate risk.

The committee aso fixes limits for liquidity ratios and monitors them closely. Liquidity
management policies are set to ensure that, even under adverse conditions, the Bank isin
position to meet its obligation.

PRIOR YEAR FIGURES

The figures of certain year ended December 31, 2000 and year ended December 31, 2001
have been reclassified to conform to the current presentation.



