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Our vision, our message, strategic objectives

Our Vision:

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

Our Mission:

The bank is obliged to achiewguality in services and products according to
international quality standards, to meet customers needs and achieve objectives and
expectations of all those concerned with the interests of the bank, in the framework
of comprehensive benefits of societydaremen economy.

Our strategic objectives:

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

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

0 Realizing remunerative returns to shareholders exceeding opportustityfco
funds invested in the bank.

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

0 Attract and develop the necessary human resoura@setute main and
assisting bank operations in order to find the suitable organizational
environment and climate to stimulate and increase productivity and
gualification of employees in offering the banking, financial and investment
services.
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Main Basic Financial Indicators

Total Assets(YR millions)

Loans and Advances(YR millions)

W2012 m2011 m2010 W2009 m2008 ®2012 ®m2011 =2010 = 2009 m=2008

Local Investments (YR millions) Customers & Bank Deposits(millions)

m2012 m2011 w2010 m2009 m2008 m2012 m2011 =2010 =2009 m2008

Equity(YR millions)

m2012 m2011 =2010 =m2009 m 2008
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National Bank Of Yemen

Main Basic Financial Indicators (continue)

Net Interest Income(YR millions) Capital Adequacy Rate(%)

m2012 m2011 w2010 m2009 m2008 m2012 m2011 ®2010 ®2009 m2008

Return on Average Equity (%) Balances with Banks(YR millions)

m 2012 m2011 = 2010 = 2009 m 2008 m2012 Wm2011 ®2010 m2009 Wm2008

Net Profit(YR millions)

@2012 E2011 @2010 W2009 @2008
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Financial Statement Summary

Statement Years

20p 2011 2010 2009 2008
Financial Position:
Total Assets 127,133 104,463 109,442 105,441 104,708
Loans and Advances 8,853 6,253 8,274 9,369 8,409
Customers & Bank Deposits 106,733 86,698 92,126 90,387 89,948
Local Investnents 76,835 63,845 57,660 52,587 56,630
Capital 10,000 10,000 10,000 9,000 8,500
Equity 16,813 14,227 13,555 12,075 11,199
Balances with Banks 27,896 23,068 27,533 28,792 25,613
Contra ltems 24,437 17,308 22,895 19,914 19,666

Income Statement:

Net Interest Income 5,367 5,251 4,139 3,869 3,467
Operation Income 2,183 2.060 1,490 1,273 1,527
Profit Before Tax 3213 2,755 2.595 2,213 2,354
Net Profit 2,609 2,204 2,076 1,439 1,530
Financial Ratios:

Return on Assets %2,1 %2,1 %01,9 %1,4 %1,5
Return on Average Equity %18,1 %16,2 %17,0 %12,8 %15,5
Capital Adequacy Rate % 66 %90 %67 %62 %56
Liquidity Rate %62 %67 %71 %64 % 80
U.S.Dollar Price YR 214,89 YR 213,80 YR 213,80 YRZ207,31 YR 200,08
Share Profit YR 261 YR 220 YR 219 YR164 YR191
Number of Branches 27 27 28 28 28
Number of Employees 916 881 738 797 801
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Chairman and Members of Board of Directors

MR. MOHAMMED ABDULLAH MUQBIL AL-AMRI
Chairman of the Board of Directors
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MR.EESAM AHMED ALAWIAL-SAKKAF' ~ DR. AHMED ALI OMER BIN SUNKER MR.KHALID ALI AHMED KHAINA =
MEMBER OF THE BOARD ’ MEMBER OF THE BOARD, MEMBER OF THE BOARD -
GENERAL MANAGER D DEPUTY GENERAL MANAGER

\

DR.SAMIR A.RAZACK TALEB MR.HUSSEIN ABDULLAH MACKAWEE MR.ABDUL HAKEM ZAEED AL DAREE
REPRESENTATIVE/MINISTRY OF PLANING& REPRESENTATIVE/ MINISTRY REPRESENTATIVE/OF MINISTRY
INTERNATIONAL COOPERATION OF INDUSTRY& TRADE OF FINANCEGENERAL MANAGER
GENERAL MANAGER OF PLANING& GENERAL MANAGER OF INDUSTRY& OF FINANCIALOFFICE ADEN
INTERNATIONAL COOPARATION.ADEN TRADE OFFICE.ADEN
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SAKINA ABDULHUSSEIN MOHAMED
Manager, Foreign Relations Dept

ABDULHAKE M AHMED BA'ABAD

Manager Branches Dept.

ARWA SALEH SAIF
Acting Manager, Legal Dept.

Executive Management

FADHAA MOHAMMED ABDO SROOR
Manager, Central Accounts

)
" OMAR ABDULRAHMAN, ABDULGABAR

/ < / Manager, Studies Dept&Training Center
S

SALEH EASA SALEH
Manager, Audit Dept

HANI AHMED OBEID
Head of Computer Sectn
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Manager, Statistic & Research
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Manager, Credit Dept

FAIZA AHMED M USALI
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Speech of Mr. Mohammed Abdullah AtAmeri
Chairman of the Board of Directors

In behalf of National Bank of Yemen board of directors, | I
pleased to present to you the annual report of the bank g
results for 2012 fiscal year, pointing out thmst important
implemented achievements and indicators. At the beginni !
must present to you a brief statement pertaining to the lres
and its long record on the path of excellence, which entitled it to get a progressive
rank among the banks of thepublic of Yemen. This rank was achieved through
tremendous experiences and highly qualified managerial efficiencies as supported
strongly by the country, which has 100% equity. .

The bank depends on strong base, which enables it to defeat chatlereges its
statutory system which was issued lately under the PM resolution N204AG5
according to which the authorized capital was increased to 50 milliard RY and the paid
capital to 20 milliard which will give the bank a strong impulse.

Pertainingto the bank updating and developing activity, during 2012 the executive
management paid great attention to intensification of development and updating
efforts, in addition to building work relations and cooperation with Islamic Arab
associations. A detmtion from the bank visited Abu Dhabi and met the officials of the
environmental Arab trade funding program, an Arab association of Arab monetary fund
that entered into an agreement with the National Bank of Yemen to make the latter a
national agency fothe program. Another bank delegation visit was paid to the Islamic
bank for development in Jeddah and met the officials of the Islamic association for
development of the private sector in the Islamic bank, We asked for their assistance
and support in mviding consulting services regarding guides and procedures to comply
with them at the opening of Islamic branches which the bank wishes to establish for
Islamic procedures. We also received their delegations and sooner we are about to run
workshop forour employees pertaining to the abovementioned subject.

We also made an annex agreement with the consulting company (DEIOIT) to set the
required terms and technical and technological specifications of the computer net and
required devices to operateetlystem. The bank management also started to apply the
organizational structure, policy guides and procedures prepared by the consulting
company.
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Regarding 2012 fiscal indicators, the total assets increased from 104,5 milliard RY in
2011 to 127,1 ntliard RY in 2012, and the net loan and facilities increased from 6,3
milliard RY for 2011 to 8,9 milliard RY for 2012 and ownership rights total increased
from 14,2 milliard RY for 2011 to 16,8 milliard RY for 2012.

The general net profit before taxaticeached 3,2 milliard RY in 2012 compared with

2,7 milliard RY in 2011.

Eventually, on behalf of myself, the members of the board of management and
executive administration members | am honoured to present my sincere greetings anc
appreciation to his hliness the president of republic Abdrabbuh Mansoor and thanks to
the PM Mohammed Salem Ba Sondowah, the minister of finance, the governor of the
Central Bank of Yemen and the other ministers for their support and approval of the
statute of the National B& of Yemen

Mr. Mohammed Abdullah Al -Ameri
Chairman of the Board
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Report of the Board of Directors for 2012

On occasion of thecompletion of 2012 works,the board of directors is pleased to present to
you the annual report ofthe National Bank of Yemen work and results and audited fiscal data
for the yearendingat 31\122012.

During 2012 the National Bank of Yemen continuémlowing a cautious work methodology through
evaluating carefully the various risks before approving and implengaihistrategic work plansVe
also complied withconservative banking and financial policy approactes depend oralanced
methodology which proved to lmne ofthe best bank work mechanisniis harmony with the work
plans we witnessed an enhanceméenthe predicted growth rates for 2012 which resulted from the
positive effect of local economy gradual recovery that appeared on Yemen bank sector and local
econony generally.
2012wasdistinguished for the various achievemewitsvhich the bank is proud most important of it
was preserving the assets level and strength , incotag@nership rights which increased the rate of
bank capital adequacy, enhance the monetary power, preserve the bank credit classification and goo
record guarantees a contaal profit for many years, assets of high liquidity, high indicator of capital
adequacy which covers overly international and local demands, continuous constancy in costumers
deposits for many years and the Yemen government has 100% of the bank equity.
The governance

National Bank of Yemen believes application of comprehensivgovernance system in accordance
with the bank best practices which aim to increase transparency, enhance administrative and risk
management levehpply highest auditing anl follow up standards
The National Bank of Yemen boaxf directorsprepared atatutorysystem, within banknanagement
and organization activity, replacing the PM resolution Nd1880 to enhanceonfidence irthe bank
and its various activities and ettea sort of coordination between the board tasks, responsibilities and
committees andasks of thesupreme executivenanagemenand responsibilities, develop internal
auditing and monitang, risks management, transparency distlosurein addition tostrengttening
the bank legal and organizational bases and rul&sdp up with the significant developments and
rapid events required to perform work and bank services in the republaberat] and tokeep the
banKs good reputation and local and imtationalconfidence which the bank enjoys in the bang
market,and to be enabldo compeé with other commercial banks in the republar paentially ,
according toscientific and legal bases, quglthe bank to play an effective role in the compredive
development that the country is currently witnessimgst easily and flexibly and eventually enable
the bankto manage its activitiewith comprehensive modern visidhat copes with thecostumes
best bank choice, and with tleestbankng industry techniques.
Owners (Yemen government)
Owners role was not confined to raisingthe capital Their role covered taking and ratifying
decisions, adopting the bank strategic plans and thmank's important projects,as well as
reorganiation of the kank andissue ofthe statutory system according to the PM resolution
N0.4052013 as a replacement for PM resolutiokil890.

National Bank of Yemen Board of Directors
The bank is managed laboardof directors ofseven members including the chairnaaeignedoy a
republican resolution and independent members and execiibwesutsidethe bank assigned by the
PM resolution No.6@ 990 regarding temporary administrative board formation for National Bank of
Yemen.
The board s responsible for all bankperatiors and financial safety and insng to meet central
bank demandgsglevant monitoring authorities, owners, depositors and employedsrests, asvell
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asinsuring generally the bank performance and subjecting the work within it to theadybpliaws,
policies and the bank internal regulations.

The board determines the bank strategic aims. maiiterexecutive administration which tackles the
daily operations, approves internal auditing organizations and its effectiveness, and the bank
conplying level with strategic plan, policies, approved procedures or required according to laws and
the subjected issued instructions tairtdin addition, insuring from risk management rationality.

The following table contains the administrative board mers with the capacity of eacin
compliance withthe republican resolution of board formation.

. Board member's . Member
Board member's name . Represented entity e .
capacity classification
Mohammed Abd_ullah Board chairman Government Non execuve
Mogbel Al Ameri
ISS:(;;]:A‘ hmed Alawi Al Board member Government Executive
Khaled Ali Ahmed Kainah| Board member Government Executive
Ahmed Ali Omar Ben Board member Government Executive
Sankar
?Egﬁlhakeem 4o e Board member Ministry of financial Non exective
Sameer Abdulrazaq Talelj Board member Plannlng_and |_nt_ernat|onal Non executive
cooperation ministry

Hussein Abdullah Industry and commerce .

) Board member o Non executive
Mackawi ministry

, His capacity in the othg In companies board and oth
Board member's name . o
committees of the lard institutes

Mohammed Abdullah Moqbe " :

: Noni executive Non
Al Ameri
Isam Ahmed Alawi Al Saqaf | Noni executive Non
Khaled Ali Ahmed Kainah Noni executive Non
Ahmed Ali Omar Ben Sankar | Noni executive Non
Abdulahakeem Zeidl Thari Provisionsi monitoring 3
Sameer Abdulrazaqg Taleb Provisionsi monitoring 2
Hussein Abdullah Mackawi Monitoring 1
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Board main committees

To meet National Bank of Yemen demands and achieve the best performance and gain thgeadvanta
of various experiences of the board members, the board formed two committees to support its
performance as follows:

Provisions committee:

This committee contains three members from Jdrecutive administrative members chosen by the
board of directos as its tasks scope determined by Yemen central bank, including reviewing
provisions prepared by the executive administration to insure its adequacy and adjust it to comply with
the standards and policies issued by specialized mmgtentities. The comittee meetingsare
attended byhecredit department manager as usually.

Supreme monitoning committee

This committee practices its appointed tasks in accordance with the central bank instructions and othel
related legislation including scope, resultsd aadequacy level of external and internal auditing,
accounting issues of great effect on the fiscal data, considering all related subject to the external
auditor and related monitog entities, including their remarks, cautions, proposals, follow
respnding level of the bank administration to, and presents recommendations about it to thef board
directors review correspondences with the external auditor and related nogitemtities and
evaluate its content, presents remarks and evaluations peytaito the board, study the regular
reports of auditing system before the presentation to the board with the recommendations, approve the
internal auditing plan and evaluate the internal auditing procedures, revise the internal auditing reports
speciallyof any breach committed by the internal auditor, present recommendations to the board about
assignment, termination and remunerations of the internal auditor and any contractual terms involving
him. The supreme monitoig committee contains non executive chairman selected by the board
members and two neexecutive external members. The committee meetings attended by credit
department manager usually.

The internal monitory

The board reviews its tasks through the internal mangoio check: operationfiectiveness and
efficiency, financial reports credibility and the restriction to the applicable laws and instructions.

The board confirms that the internal monigrhas its own independent entity with qualifications
which enables it to practice its k&sand approach the appropriate procedures in the following scope:

1. The internal auditing

Bank internal auditing, whichs supervised by the supreme monigr committee, depends on
methodology which adopts auditing that is basing on risks classificatiomaking an independent
procedures for bank activities. The bank activities and units are revised regularly, such procedures
enable the banto make an efficient evaluative operations for the bank operation and determine the
potential risks.

The bank preerves an effective occupational standards and appropriate practices and ethics, effective
auditing system to minimize the possibly appearing risks to the bank, present the appropriate
recommendations to strength weakness points, fallpwhe noted dowmreaches and remarks in
monitoring authorities reports and external auditod &nsure the correctness of it and the existence of
restricts with the executive administration which will prevent such breaches repetition to guarantee the
complying of bank dtvities with the supervisory requirements of the monitory authorities.

Regularly, reports will be presented to the administrative board about bank financial condition, bank
activities and operations results and followip the factual achieved performaremed the previous

period comparing to the goals.

The bank is depending on international financial reports standards in preparing accounts and fiscal
data in accordance with the applicable related laws and bylaws in Yemen.

Annual Report 2012 s . . 1



TN CO @R CIANTTCIANTTCIAON

L)) @
National Bank Of Yemen *ia=sv

<oy
S 7lg

The bank quarterly, semiannualdaannual results of the bank operations, is published in main Arab
and English news papers.

The administrative board currently is seeking an international consulting company assistance" as part
of its responsibility" to update the internal auditing prased to be suitable for the bank new
statutory system.

2. External auditing

Extemal auditing is another monitorirmgears on the fiscal data credibility whidls issued from bank
accounting and informative systems, especially considering the obvious ogltahthe trueness of
such data or noetrueness compared to factual operations during a specific period, the bank during
treating with auditors, putstimconsideration their reputation and situation pertainingb skills for
the bank interest. As tHeank follows the required procedures during assigning the external auditors,
according to the issued instructions by Yemen central bank. The auditor is assigned anmdially, a
assigning Mr. Mohammed Zohdi Magni KPMG to audit his accounts for 2012 afternyeeméral
bank approval.

3. Risks management

The bankcontinuesdeveloping and enhancing the risks managements to promote and strength the
bank abilityto monitor and overcome the various risks by establishing risks management department
in the bank new ompizational structure, prepag risks management policies and procedure guide,
including credit, market, liquidity and operation risks according to Basel 2 requirements and banks
best practices, which will develop standardization and controlling forredchort and preserving the
quality of credit and investment portfolio.

Financial Position

The exerted effortso keep balance between profitability and safe investment continued as avoiding
highly risked credit operation, the availability of the regdimonetary liquidity to meet the fiscal
demands of different terms and the best use of the available liquidity effectively and efficiently
supported the bank center and achieve the increasing growth in the bank income power.

At the end of 2012 the totatqvision reached 127,1milliard RY, of 227,1milliard RY increment with
21,8% growth rate. The monetary fund and reserves bank account balance of GartrahBank
increased to 21,8 %. Local investments accounts balargi#g)lincreased to 20,3% . ban&scounts
balance increased to 20,9%. And net loan increased from 6,2 milliard RY to 8,9 at the end of 2011till
the end of 2012, in other words, with increment of 2,7 milliard RY. Compared to the previous year
and equals to 43,5%. Regarding the irregulan$orate, it reached in 2012 41,9% from loan total
compared to 88,9% in the previous year. the provisions rate to the loan reached (the net), without
considering the general provision, 35,9 % at the end of 2012 compared to 64,9% at the end of 2011.
Equity rights

Exerted effortscontinuedin developing ownetsights (Yemen government) which increased to 16,8
milliard RY. At the end of 2012 with 18,3% growth rate compared to 2011. The banks preserves high
capital adequacy which reaches 65,5% compared toeNedentral Bank demands and Basel
committee demands which reaches 8% and 12% respectively.
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Operative and financial performance

In 2012 the comprehensive income total reached 2,586million RY with 372 increment compared of
the same in 2011, which equats 16,8% as a result of the good growth of the main bank activities
interest. The net interests income reached in 2012 5,367 million RY.1\&timillion RY increment
compared to 2011, which equals to 2,2%. The commission incomes and fees and othime opera
income reached 2,183 million RY .with increment of 123 million RY. Compared to 2011, which
equals 5,9% mainly due to the increment of the other operative income total, especially in the
provisions in front of loans looses, and unneeded requiremanbf financial rank statement.

The administrative and general expenditures increased at the end of 2012 to 1,130 million RY. With
rate of 46,8% from 2,145million RYfrom 2,415 million RY. In 2011 to 3,545 million RY. in 2012.
Regarding the provisi@anof loans and irregular other assets decreased at the end of to 2012 3,203
million RY. compared to 4,077million RY. with increment rate of 21,4% compared to 2011.

Share profit from net profit reached 261 RY. in 2012 compared to 220 RY. in 2011 with 41 RY.
increment .

Bank main activities

The bank practices latinds of bank and investment operations through three main activities, they are
retail, companies and investment by 27 branches net distributed within the main cities and the republic
governorates.

Individual retail service

Banking Services set for individualkept focusing on developing bank wees and products,
regarding loan products, the bank offered its competitive options of the personal loans and car loans,
and offered real estate produatgo with the strong growth of real estate sector in our country to help
the largest category in our country to own homes, and housing units, as promoted the program of
funding electronic and computer devices and other with irresistible conditions. troadflinding,

renting products, which increased the portfolio of personal loans obviously during the year.

In 2012, within strategy to enlarge the costumers numbers and attract other categories of costumer,
the bank will continue developing the individuzank services and products set, as offering a new
products with additional features and characteristics in accordance with costumers factual needs anc
meet such needs during reconstructing the bank credit department based on new organizationa
structure classifications. In addition, develop and update promoting points for such services and
products and deliver it to the bank costumers in modern and developed means, through applying anc
operating new information technique system which will increase thel lefv services and gain
customer satisfaction and bank dealers. As well, motivate bank employees to exert more effort and
offer to maintain the progress level of performance of operations and develop bank retail services and
products.

Bank commercial servces

| t 6 s t hdafered rcommereial, industrial, financial and services companies. Such activity
requires presenting special offers and services as building relations with costumers through obtain the
experiences and necessary services and prmayvidnique bank products and services compared to
other competing offers. In addition, focusing on VIP costumers by bank services to meet the
respecting level of such category.

For owning the bigger share from this activity and emt@ygur market share dm it, the bank will
maintain offering an integrated set of bank services, fund all kinds of commercial and industrial
activities and projects to meet this category demands and promote the bank leadership role in various
bank activities through applying é¢h new organizational structure and establish specialized
managements to organize treasury works, centrality of operations, risks and credit management,
investment and bank marketing to achieve a qualitative movement in managing the relation between
the bak customers and dealers.

Annual Report 2012 m———. 1 3
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Treasury and investment managing

During 2012 treasury and investment administration focused on bank costumers and took care of them
and their interests, by offering high level services for treasury costumers and develop its service
vary its investments to receive an excellent interest from local and international investments. In
addition, it works rapidly in managing liquidity according to the approved orders and policies by
assets and liabilities committee. The bank admatisin adopted the practical steps to develop
treasury operation and investment as offer a unique services for the consumers in the future by star
managing the treasury department according to the new organizational structure, as contract with ar
intermational consulting association which is part of bank responsibilities for updating policies,
procedures and work guide of treasury and investment to comply with the new system.

Bank international relations

International relations departmemiayed a greatrole in 2012 in supporting and facilitating
commercial operations which contributed in bank quartembfitability, and establish and build new
relations with the largest banks of high quality credit, suitability rate and successful performance.

The department efforts were unified to facilitate the international bank procedures with corresponding
persons in individual or companies services, as well, with its customers in the financial institutions
with competing tenders, putting in consideration sergigality. Enable the bank from receiving new
credit facilities lines which will contribute in the international trade operation increment with the
corresponding banks, as enable it from gaining advantages of new work opportunities, increase its
share of intrnational commercial operation in bank local market, which will allow the costumers to
enlarge their commercial activities.

Credit and risks management

This management is entitled to follawup and monitor credit, market and operation risks according t

the approved procedures and policies which aim to reduce the overall and partial risks which face the
bank during loan disbursement, investment, operation, as minimize the credit risks in general, in other
words, following a reserving credit policy, akeeping a possible rate from loan total to deposit total.

In addition of the sector and geographic to minimize risks that may occur due to the environmental
reasons against the well of customers. Vary loan activities to avoid the focusing on one astivity,
reduces related risks. Follow clear credit procedures and policies approved and monitored by genera
administration departments in all branches, credit department, credit unit of credit risks management.
Regarding operative risk management, it depandsly on determining the related events to the
operative risks, determine and update the indicator of the operative risks, collect losses data which
resulted from operative risks and evaluate it. Put strategy to develop and update information
technology gstems to reduce the operative system that resulted from any defect in such systems. Put
business continuity plan to reduce operative risk resulted by work suspension due to technological
system defect or bank external environmental reasons. Establisiofuniformation technology

safety, to reduce resulted risks from misuse of information technology systems, as entering such
systems for illegal purposes. Update policies and procedures of verifying unit to avoid operative risks
caused by money laundry.uP procedures and policies for all bank activities to distribute
responsibilities and strength the internal monitory by assigning a monitory role on operations for
financial monitory department, branches department and central operation departmengfonéeih

the approved means to reduce operative risks. In addition, strength the role of the internal auditing by
enlarge internal auditing department tasks and structure to comply with the banks best practices.
Pertainingto market risks, to prevent inm@ment of the bank in any irresponsible risks, depends on
establishing administrative unit to manage markets risks, it's entitled to analyze markets risks, put and
determine markets risks limits, monitoring being under the risk of markets, follow thaigesg

Regarding liquidity risks, the bank has procedures and policies to observe liquidity which guarantees
bank ability to fund its operations effectively and keep its current and future potential promissory
commitments, as loans, emergency commitmermksposit unexpected withdrawals. Treasury
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department in coordination with other bank sections is to manage the liquidity in daily bases. For such
purposes, the bank will maintain high level of liquidity by not exceeding the rate of 30% in loan
disbursementrom the deposit total.

Pertainingto the interest prices risks, the bank identifying the re pricing assets and liabilities by
various means and operations according to the specified ceilings of gaps, maintaining high net interes:
margin. Achieve balice between re price able assets size and re price able liabilities size. Because
any slight change occur in the income in such assets will cause same change with same rate in th
deposit cost mainly.

Regarding the local currencies risks, the bank is tamimg the current strategy, which prevents
keeping the foreign currencies that exceeds the specified rates by Yemen central bank to avoid
currencies value fluctuations risks. The banks aims as well, to create the overall balance between the
assets totain a current and liability total for the same current. In case of failure in such creation, it
works on minimize the margin positively or negatively to the minimum.

Commitment

The concept of commitment is to insure that bank and its internal policigdies with the applicable

laws, regulations, instructions, conduct rules, standards and banks best practices which issued by th
local and international entities that determines, evaluate, advise, guide, monitor, prepare reports to the
administrative boat about the bank complying level.

Such of commitment risk is sequential legal penalties, losses, reputation damage that may be subjecte
to for breaching the affective laws, regulations, instructions, conduct rules, standards and banks bes
practices.

Regading anti- money laundry activity, the bank verifying unit makes a regular monitory for all
financial procedures, in accordance with law and Yemen central bank instructions.

Information technology

In 2012, the information and systemspartmenkept deeloping and raisg the level of the bank
presented services by the new additions in the swift program and current bank system in the branche:
to implement more operations using the technical systems. The department as well, focused on
preparing the strdare of communications lines and systems to go with the new technologies and
development in bank operations as applying the bank new system.

In 2012, the bank completed signing procedures on importing, operating and applying the new system
for Islamic proedures branches and department with ICS which specializes in manufacturing bank
systems with suitable qualifications for bank, technology, developments and the new structure of
Islamic procedures branches and department to develop bankability to adjusthevirapid
developments in Islamic branches operations and offer a unique bank products and services compare
to other competing Islamic banks. The bank started to finish the procedures of terms and special
qualifications book of importing, operating dathe successful applying of the modern bank system
with the bank consultant Mr. Deloit And Tosh, middle east, after getting the approval of the high
tender board for a new tender instead of the limit tendenREDS.

Human resources development

For the lank believing in the importance of humanitarian element, wisiceflected on the services

level and move the bank to higher levels in the bank market, the administrative board cared
tremendously in 2012 in initiatives, which contributes in making aitgtigsé movement in human
resources performance and achieve the higher level of job satisfaction. The bank strategy which aims
to deliver the bank culture to the deepest level and enhance the occupational experience for the huma
resources in the bank amdake them informed about the latest local and international events to
develop the human resources performance and increase its productivity, the bank offered a large
number of training opportunities, including the different administrative levels in the lmaand out

of the republic in many vital scopes, as credit, risks management, internal auditing, Islamic bank, bank
management through branches, information technology, marketing and negotiation skills and
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contemporary methods in managing human reseurdde continuing recruiting of the best
efficiencies and experts for various new system jobs focusing in such side for the vital interests and
advantage of long term.
In 2012, the bank worked in improving human resources management by applying humareseso
department as develop methods and procedures of its work within the new organizational structure. As
update policies, procedures and guides of its work to comply with the new system and develop human
resources efficiency in accordance with banks pesitices.
Costumers service
With fixed plan, the bank executed updating and developing projects to offer unique services and gain
costumers satisfaction and dealers. Where the administration restructured the branches as costume
selling points accordintp the modern industrial changes. Increase efficiency of distributing channels
in information systems project by developing bank dervices, which will facilitate costumers
accounts reach ability and implement the procedures easily by electronic chamnatklition,
develop ATM systems to comply with the recent global systems. enlarge the ATMs net. As a service
for traders, the bank will provide trade stores with services points devices in the different high stores
of the republic. The bank will keep largement of its regular branches as opening new specialized
branches in offering Islamic services and products for costumers. Implement many loan and funding
programs for individuals or developing programs which serves the economic development.
Enlargemenin presented services scope for the bank costumers and enhance its quality.
Social responsibility
The National Bank of Yemen is committed to support many levels socially. The banks offers financial
support effects positively on community in many levsigh as, arts, culture, social and humanitarian
issues, youth care, education, sport, economical activities and many celebrations to hsunperibe
students in different education entities in the republic. The financial support where the bank
participated in several conferences economic and social conventions, activities and programs, as the
bank employees participated in many activities sponsored by the bank.
Bank work plan for 2013
i Vary and develop the bank activities. Focus on presenting newatedgset of regular and
Islamic products and services compared to the best regional, global and local banks. Establish
new Islamic branches complies with Islamic legislation to offer Islamic products and services

for costumers.

1 Accomplish applying of theaw organizational structure of the bank, departments and braches
and domesticating employees within.

1 Applying banks best practices in risks management, which will enable the bank fromifollow
up and observe credit, market and operative risks.

1 Accomplishcommunications systems and lines structure to go with the new technologies and
development in bank operations.

9 Enlarge current branches net and cover Yemen local market for individuals or public or private
associations.

1 Develop human resources performan®&er training and learning opportunities for various
administrative levels in bank. Recruit and employment of best job experts and efficiencies in
the new organizational structure to develop its occupational abilities in various scopes.

i Provide Islamic bnk services through Islamic branches and departments.

1 Communicate with the government to issue the bank main system to replace the ministerial
revolution No. 681990.
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Despite our expectations that 2013 will be rushed with several changes and challealjeshaol
internationally, but we believe in bank ability in accomplish many achievements in all bank scopes by
offering products and services that meet our costumers expectations or keeping the growth and higf
unigue performance.

Eventually, the board ipleased to present thanks and appreciation to the president of the republic
Abdrabbuh Mansoor Hadi, for his wise leadership and correct vision in enhancing the competing
ability of the national economy, and enhance the performance of the economic sectakdlity of
investment atmosphere, the PM, the minister of finance, the ministers in national reconciliation Yemen
central bank governor and the other ministers for their good efforts and support for national economy.
At the end, we would like to thantur customers for their appreciated confidence in us, for bank
executive administration and all employees for their true efforts, which aims to develop bank ability
and achieve more achievements.

Board of Directors National Bank of Yemen
Aden ® -6- 2013
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KPMF; Yemen Mejanni & Co. Telephone +967 (1) 401 667 /8/9
Public chountants Fax +967 (1) 206 130

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

Sana'a, Republic of Yemen

English Translation of the Original Arabic Text

INDEPENDENT AUDITOR’S REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of National Bank of Yemen (the Bank),
which comprise the statement of financial position as at December 31, 2012, and the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

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

fraud or error.

Auditor’s Responsibility

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

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of National Bank of Yemen as at December 31, 2012, and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards and instructions issued by Central Bank of Yemen.

Other Matter

The financial statements of the Bank for the year ended December 31, 2011, were audited by
another auditor who expressed an unqualified audit opinion on those statements on May 2, 2012.

Report on Other Legal and Regulatory Requirements

We have obtained from management the information and clarifications that we deemed necessary
for our audit. The Bank keeps proper books of account, and the accompanying financial
statements are in agreement with these books. We are not aware of any violations of Yemen
Commercial Companies Law No. 22 of 1997 and its amendments, the Public Companies,
Establishment and Corporation Law No. 35 of 1991 and Banking Law No. 38 of 1998 having
occurred during the year which might have had a material effect on the financial statements as at

December 31, 2012,

M. Zohdi Mejanni -
Associated Acéduntant. ...
R S o ://

"»Q,._':.-: ‘:3:«‘
Sana’a, June 9, 2013~ 7
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STATEMENT OF FINANCIAL POSITION Sﬁ%ﬁm M=)
AS AT DECEMBER 31, 2012
2012 2011

ASSETS Note YR 000s YR 000s
Cash on hand and reserve balances with

Central Bank of Yemen (CBY) i 9,508,477 7,811,174
Due from banks 8 27,896,311 23,068,091
Treasury bills — held to maturity 9 76,835,274 63,844,593
Loans and advances (net) 10 8,853,256 6,252,715
Available-for-sale investments 13 306,577 333,756
Debit balances and other assets (net) 14 1,037,274 439,720
Property and equipment (net) 16 2,695,688 2,713,339
TOTAL ASSETS 127,132,857 104,463,388
LIABILITIES AND EQUITY
LIABILITIES
Due to banks 17 431,196 423,360
Customers’ deposits 18 106,301,560 86,274,925
Credit balances and other liabilities 19 3,261,728 3,398,930
Other provisions 20 325,671 139.434
Total Liabilities 110,320,155 90,236,649
EQUITY
Paid-up capital 21-a 10,000,000 10,000,000
Legal reserve 21-b 2,890,480 2,499,084
General reserve 21-c 1,405,858 1,014,462
Revaluation of property surplus reserve 21-d 639,762 639,762
Fair value reserve 21-e 50,090 73,431
Proposed cash dividends 1,826,512 -
Retained earnings - -
Total Equity 16,812,702 14,226,739
TOTAL LIABILITIES AND EQUITY 127,132,857 104,463,388
Contingent liabilities and commitments (net) 22 _24.436,706 _ 17,308,405

The attached notes on pages 8 to 47 are an integral part of these financial statements.
Independent auditor’s report is set out on pages | and 2.

S/

Mohamed Abdulla Mugqbil Alamery
Chairman

hmed Alawi Alsaqaf
General Manager
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STATEMENT OF COMPREHENSIVE INCOME National Bank Of Yemen
FOR THE YEAR ENDED DECEMBER 31, 2012
2012 2011
Note YR 000s YR 000s

Interest income 23 16,519,869 14,698,097
Less: interest expenses 24 (_11,152,734) (__9.447.007)
Net interest income 5,367:135 5,251,090
Commissions’ revenues and banking service

charges 25 624,569 535,955
Less: Commissions expenses and banking service

charges ( 13,593) ( 21,025)
Income from available for sale investments 39,563 32373
Gain on foreign currency transactions 26 17,884 88,575
Other income 21 1,501,269 1,403,161
Net operating income 7,536,827 7,290,129
Less: Provisions 28 ( 778,051) ( 2,119,576)
Less: General and administrative expenses, and

depreciation 29 (__3.,545,685) (__2.,415.560)

NET PROFIT OF THE YEAR BEFORE

INCOME TAX 3,213,091 2,754,993
Less: income tax for the year 192 ( 603.787) ( 550,999)
NET PROFIT FOR THE YEAR AFTER TAX 2,609,304 2,203,994
Other comprehensive income
Net change in fair value ( 25,104) 10,779
Gain on revaluation of available for sale

investments (during the year) 3,761 -
Revaluation differences of available for sale

investments (reversed) ( 1,998) -
Total other comprehensive income ( 23.341) 10,779
Total comprehensive income for the year __2,585.963 2214773
Earnings per share 30 YR 261 YR 220

The attached notes on pages 8 to 47 are an integral part of these financial statements.

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

S/

Mohamed Abdulla Muqbil Alamg
Chairman

=

S

Bsam Ahmed Alawi Alsaqaf
*\ Ggneral Manager
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National Bank Of Yemen

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2012

2012 2011
Note YR 000s YR 000s
Cash flows from operating activities
Net profit for the year before income tax 3,213,091 2,754,993
Adjustments to reconcile net profit to cash flows from
operating activities

Depreciation of property and equipment 16 142,057 133,389
Provisions provided during the year 28 778,051 2,119,576
Retranslation differences of provisions in foreign currencies 8,530 ( 3,037)
Retranslation difference of available-for-sale investments (reversed) ( 1,998) -
Provisions reversed 27 ( 1,441,910) ( 1,317,566)
Reversal of impairment of available-for-sale investments 27 ( 2,000) -
Provisions used during the year ( 430,749) ( 24,299)
Net loss on disposals of property and equipment - 4,755
Loss on retranslation differences (unrealized) 1.835 7.013
Operating profit before changes in assets and liabilities used in operating

activities 2,266,907 3,674,824
Net (increase) decrease in assets
Due from banks maturing after three months ( 2,148,998) 1,757,476
Reserve balances with the Central Bank of Yemen ( 1,390,498) 3,591,259
Treasury bills maturity after three months ( 8,785,463) ( 10,582,011)
Loans and advances ( 1,708,779) 1,067,610
Debit balances and other assets ( 585,598) 179,310
Net increase (decrease) in liabilities
Due to banks 7,836 131,823
Customers’ deposits 19,837,099 ( 5,553,564)
Credit balances and other liabilities ( 213,853) 690,345
[ncome tax paid ( 527.136) ( 418.969)
Net cash from (used in) operating activities 6,751.517 ( 5.461.897)
Cash flows from investing activities
Cash payments for acquisition of property and equipment ( 124,406) ( 126,765)
Decrease (increase) in available-for-sale investments 388,538 ( 10,000)
Proceeds from investments 5,372 -
Net cash from (used in) investing activities 269.504 (____136,765)
Cash flows from financing activities
Government share (cash dividends) - (____1,542.796)
Net cash (used in) financing activities - ( 1,.542,796)
Net change in cash and cash equivalents 7,021,021 ( 7,141,458)
Cash and cash equivalents, beginning of the year 60,951,774 68,094,478
Effect of exchange rate fluctuation on cash held 133,811 ( 1,246)
Cash and cash equivalents, end of the year 68,106,606 ___60951,774
Cash and cash equivalents, end of the year consist of:
Cash on hand and reserve balances with CBY 7 9,508,477 7,811,174
Due from banks 8 27,896,311 23,068,091
Treasury bills — held to maturity (net) 9 76.835.274 63,844,593

114,240,062 94,723,858

Less: Reserve balances with CBY
Less: Due from banks due after three months

( 7,841,083)
( 4,344,056)

( 6438,550)
(  2,170,680)

Less: Treasury bills due after 3 months (net) ( 33.948.317) (___25.162.854)
——68.106,606 —60951,774

The attached notes on pages 8 to 47 are an integral part of these financial statements.

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

e o

-
Mohamed Abdulla Mugbil Alamery < -~ - ‘\E§am Ahmed Alawi Alsaqaf
' - -Géperal Manager

Chairman / :
i
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/
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2012

1. BACKGROUND INFORMATION

- The National Bank of Yemen (the Bank) was incorporated in Aden in 1969. It is wholly
owned by the Government of Yemen and is registered under Commercial Registration

No. 1748.

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

Governorates of the Republic of Yemen.
2.  PREPARATION BASIS OF THE FINANCIAL STATEMENTS

2.1  Statement of compliance

- The financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) and instructions issued by the Central Bank

of Yemen (CBY).

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

as follows:

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

b.  The recording of provision for general risks calculated on performing loans
under “loans provision” and not under equity,

C. The recording of provision for contingent liabilities under “other
provisions” and not under equity.

The effect of these deviations is immaterial on the financial statements of the
Bank as at December 31, 2012.

- The financial statements were approved by the Board of Directors on
June 9, 2013.

2.2 Basis of measurements

The financial statements have been prepared on the historical cost basis except for
available—for—sale investment and also land and buildings which are stated in property

and equipment and are measured at fair value.

2.3 Functional and presentation currency

The financial statements are presented in Yemeni Rials, which is the functional currency
of the Bank, and all values are rounded to the nearest one thousand Yemeni Rial except

when otherwise indicated.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

2.4 Significant accounting judgments and estimates

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

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

in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts
recognized in the financial statements are described in notes 5, 11, 13, 16 and 20.

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

a. Provision for impairment of assets

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

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

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

e Useful lives of property and equipment

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

3.  SIGNIFICANT ACCOUNTING POLICIES

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

3.1 Foreign currencies transaction

- The Bank maintains its book of account in Yemeni Rial, which the Bank’s
functional currency. Transactions in other currencies are translated to the
respective functional currency during the financial year at the prevailing exchange
rates at the date of transaction. Balances of monetary assets and liabilities in other
currencies at the end of the financial year are translated at the prevailing exchange
rates at that date. Gains or losses resulting from translation are taken to the
statement of comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

The foreign currency gain or loss on monetary items is the difference between
amortized cost in the functional currency at the beginning of the year, adjusted for
effective interest and payments during the year, and the amortized cost in the
foreign currency translated at the exchange rate at the end of the year. Foreign
currency differences arising on retranslation are recognized in the statement of

comprehensive income.

Non-monetary items in a foreign currency that are measured in terms of historical
cost are translated using the exchange rate at the date of the transaction. Foreign
currency differences arising on retranslation of available-for-sale investments are
recognized in other comprehensive income.

The Bank does not deal in forward contracts to cover its needs for foreign
currencies or foreign exchange contracts to cover the risks of settling its future
liabilities in foreign currencies.

3.2 Financial assets and financial liabilities

a.

Recognition and Initial Measurement

The Bank initially recognizes loan and advances to customers, due from or to
banks, customers’ deposits and other borrowings on the date at which they are
originated. Also, other financial assets and liabilities are recognized in the
statement of financial position when the Bank becomes a party to the contractual
provisions of the instrument with other party.

Classification

- Financial assets
At inception financial assets are classified in one of the following
categories:

4, Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Such assets are recognized initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition, loans
and receivables are measured at amortized cost using the effective
interest method, less any impairment losses.

2. Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative assets with fixed
or determinable payments and fixed maturity that the Bank has the
positive intent and ability to hold to maturity. Treasury bills held to
maturity are considered part of these investments and are recorded at
face value and the balance of unearned discount is recorded under
credit balances and other liabilities. Treasury bills are presented in
the statement of financial position net of the balance of unearned
discount outstanding at the financial statements date according to the
instructions of the Central Bank of Yemen.

Held-to-maturity financial assets are recognized initially at fair value
plus any directly attributable transaction costs. Subsequent to initial
recognition, held-to-maturity financial assets are measured at
amortized cost using the effective interest method, less any

impairment losses.
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