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Part One ) The legislative framework, the enforcement of contracts, and the

recovery of debts in the Republic of Yemen
Section one : Legislations
6 ) & &
)% &
) & #&
4 +) & . S S S

Section Two: Enforcement of Commercial Contracts

6 ) # + &"
&
. / / 7
) && & + & /
# &
) & [/ # 3 ¢ &
e The legislative framework of contracts

e The legislative framework of the enforcement of contracts.

4 +) Executive Bonds
e Quick enforcement
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e The threatening fine
e Provisional seizure
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e Confiscation of debt with thirds

e Executive confiscation

e Enforcement of stipulations and their precept on the State

Part Two: Bank Debts

6 ) Presentation and classification of bank debts (bad debts)
) Problems related to the bank debts
) Addressing and recovery of bank debts

e Domestic solutions to recover the debts

e Debts recovery via jurisdiction

e Debts recovery via arbitration and other alternatives

Part Three: Recommendations and Proposals
Annexes:

A Study about the results of the questionnaire performed by the
Lebanese Consultation Establishment in Yemen.
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Part |

A Presentation of the Legal Cadre for the Enforcement of Contracts and
Recovery of Debts in the Republic of Yemen

Branch One: Legislations

One: Domestic Laws
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Some of these laws need to be reconsidered and reviewed aiming at
introducing some amendments hereto. We denote some hereof only as
examples, without limitation hereto, as follows:

1 - Law No. (40) of 2002 A.D. related to the Civil Procedures and Civil
Execution;
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2- Law No. (21) of 1992 A.D. related to the proof amended by law No. (4) of
1996 A.D.

The present law considers (the telegram) as a means of proof (evidence),
whereas article (111) hereof stated that “ the signed letters have the value of
the conventional instrument in writing as to proof and telegrams have this
value as well if their original, deposited in the export office, are signed by
their consignor. The telegram is considered as identical to its original until
an evidence is presented otherwise. In case the original of the telegram is
non-existing, then it is not adopted except for taking counsel with it”.

In-spite of the obligation in this text regarding the telegram to be
considered as a conventional instrument in writing to be adopted upon
proof , yet this means does not exist anymore and is not used.
Consequently, the law has to be revised and amended whereby it
acknowledges the modern communication means when proving instead of
the telegram.

3 — Law No. (33) of 1997 A.D. related to the organization of agencies,
company branches and foreign commercial houses.
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after the first registration of the agency, then the permit renewal is done
automatically regardless of the effectiveness of the agency contract.
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4 — Law No. (19) of 1994 A.D. related to the intellectual right
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Two: Regional and International Agreements and Treaties
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( The Draft of the procedures law amendments was sactioned by the
Parliament and is expected to be issued by a law soon)

Draft of the law of the Judicial fees : The draft was transferred to the
Parliament and its discussion began with the Justice and
Endowments Committee of the House. The most important contents
of this draft are the following:
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Second Branch:

The Enforcement of Commercial Contracts

One: The Role of Commercial Jurisdiction in Contracts Enforcement.
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Two: The Suits raised before the Yemeni Courts related to the Enforcement
of Commercial Contracts .
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Total loans (in millions of rials)

2004

2005

2006

2007

2008

2009
(September)

4,030.0

3,501.7

6,540.7

15,276.4

6,786.5

7,810.8

+

#+ mn

3,539.2

3,677.7

3,313.6

6,899.9

668.2

9,330.1

< m o

24,361.8

29,438.8

31,602.4

27,660.9

46,362.2

41,648.6

31,931.0

36,618.2

45,456.7

49,837.0

53,816.9

58,789.5
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First: problems related to the efficiency of the banking management system

The most prominent problems and difficulties impeding the enforcement of
contracts and payment of bank debt is the imbalance in the system governing
the activity of banking companies &-& / ! & # 3
& " "d & ! banking institution

management and their staff.
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Second: Problems related to the absence of strategies and policies for opening
accounts and granting loans
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Third: Problems related to the lack of professionalism in the banking
business:
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Four: Problems related to malpractices when dealing with texts and contract

requirements
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Five: Problems related to the absence of a clear regulation of agreements

related to interests:
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Section Three: Bank Debt Recovery
First: internal steps for debt recovery
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6- Reviewing bank contracts
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We believe that the crucial and essential solutions to the issues of banks and

foremost, existing debts and their recovery are within the banks themselves.

In our view banks need to review their basic contracts and perhaps they need

to start with developing and reviewing their contract models most

importantly, model of the loan agreement and the model of a credit facility.

Moreover, they need to give priority for investment projects and commercial

companies and not individuals, in order to establish their role in contributing

to the economic development of the country.

4 I+ 1 & # ! / "& "&
-/ "& o+ T+ +& & & " & &!
+ 3 " &
& A A T A
Thursday, January 21, 2010 - 12:16 PM 53/69

C:\Documents and Settings\Administrator\Desktop\TS\MENA CLS- Thematic Report- Yemen- En.doc

* &



-"/ " # 5+ & " & & G+11 & " *&
v # & & & & # )
88 I+ 1 & # & &r # " %
+& ! & # 1 4 I+1 &
#
B ! " &# + )
e 4 1 8) & # < @ && -
1/ + &
+ "o+ A B AR O I -2%
& + & # 1 & # & & #
# & # # -
1 -k + &# & # -
. + mnm /"$ & # &t " - !
+ - 4 & # 11 & 3
& + #
o &t + & 11 & ! # &
- " 5+ A "B
. 1 -k + & 3& 4 # 3
. # # & 1 - # &
3 - # -+ & / +
+" & +& # & - #
14 & - & & "8 3
Thursday, January 21, 2010 - 12:16 PM 54/ 69

C:\Documents and Settings\Administrator\Desktop\TS\MENA CLS- Thematic Report- Yemen- En.doc



e Il / "ot # rr - & &

/ +& " & #+ "& &t -
& # -3 B+ £ - &&
& & # &
FB "& +" % 1" &
& U & & " & "
3)
. #- 3 - - & # & 1+
. #- 3 - - 1 / / & - # &
- 1 I -+ &
&8 #
e + < 3 +! SR I "ot & "
& 3 1 & /&1 & #
1 &
. e 3 - F - + & 1 #
! & & +&
. e 3 - - & +"
& / & & & &
11 & -+ "okt &
- E & I+ 1 &4 / & + !
- # 1/ # 3 " "k
Thursday, January 21, 2010 - 12:16 PM 55/69

C:\Documents and Settings\Administrator\Desktop\TS\MENA CLS- Thematic Report- Yemen- En.doc



O T A L VA 3
? - " + & &
+ xSy g S ¢+ b
34 + ! + B+
+ g & & + "o v
¢ R & & " *ogg "
3 / A " & 8
g 1 g4 3 +" - - S &

Other solutions:
oo+ 1 & +  && +M 4" # )

One: Credit departments should be equipped with bank skills of high
gualification and should be familiar with studying and analyzing client
applications as well as guarantees and financial solvency to reduce any

potential risks and the utmost importance is the rapid and attentive follow-up.

Two: Banks should complete all credit facility papers including documents,
contracts, customer addresses, business records, regulations, official licensing,
checks, bonds and financial or real estate or personal business guarantees and

all papers that preserve the rights of the bank.
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Three: Establish special departments or sections to follow up with customers
facing bad debt problems. These departments or sections should be eligible to
manage the dialogue and substantive debate with customers, without
arbitrariness or lack of awareness, and should seriously follow-up their debts

situation and reach compromises that best meets the interest of the bank.

Four: Provide judicial cadre in commercial courts that is aware of the
importance of banking and its necessity for societal movement and growth,
and understands that interests are not usury and banks have the right of full

recovery.

Five: Banks should pay attention to alternative means (mediation, conciliation
and arbitration) to settle their disputes, especially institutions specialized in
the settlement of commercial and investment disputes as the Yemeni Center
for Conciliation and Arbitration, which will assist banks to recover debts due
to the speed and effectiveness of these means in resolving commercial

disputes.

Six: The lack of studies on the feasibility of projects to which loans are
requested, inevitably leads to exploiting the loan without any benefit.
Especially when the purpose of the loans and obligations of the borrower not

to use loan proceeds for other purposes are not specified.
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Seven: loan agreements should include pre-terms approved by the bank (such
as a certificate from the borrower that his properties and assets securing the

loan as well as his income are not subject to any restriction or mortgage)

Two: Debt recovery through the judiciary
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Three: Recovery of bank loans through arbitration and other alternatives
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Part Three
Proposals and Recommendations

First: in the framework of domestic legislations and international agreements
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Two: In the framework of developing commercial judiciary
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Three: in the framework of reforming and developing banking
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