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National Bank Of Yemen s

Our vision, our message, strategic objectives

Our Vision:

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

Our Mission:

The bank is obliged to achieveudlity 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 society aeth&n 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 finanethg a
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 opportunityf cost
funds invested in the bank.

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

0 Attract and develop the necessary human resouwrc@gtute main and
assistingoank operations in order to find the suitable orgational
environment and climat® stimulate and increase productivity and
qualification of employees in offering the banking, financial and investment
services.
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Main Basic Financial Indicators
YEARS 2011 -2015
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Main Basic Financial Indicators
YEARS 2011 -2015
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Financial Statement Summary

(YR millions amounts)

Statement Years

a2015 2014 a013 @012 a2011
Financial Position:
Total Assets 177,517 148,091 139,372 127,133 104,463
Loans and Advances 7,600 11,962 11,619 8,853 6,253
Customers & Bank Deposits 159,722 129,956 120,366 106,733 86,698
Local Investrents 116,304 92,032 89,882 76,835 63,845
Capital 10,000 10,000 10,000 10,000 10,000
Equity 14,226 15,286 15,888 16,813 14,227
Balances with Banks 24,461 28,830 23,688 27,896 23,068
Contra Items 13,740 20,154 20,839 24,437 17,308

Income Statement:

Net Interest Income 4,232 3,950 4,918 5,367 5,251
Operation Income 1,368 1,530 1,618 2,183 2,060
Profit Before Tax - 36 1,167 3213 2755
Net Profit (1,039) 29 902 2,609 2,204

Financial Ratios:

Return on Assets (0,6%) 0,0% % 0,6 %2,1 %2,1
Returnon Average Equity (6,8%) 0.2% % 5.4 %18,1 %16,2
Capital Adequacy Rate 60% 48% %64 %66 %90
Liquidity Rate 90% 85% %54 %58 %67
U.S.Dollar Price YR 214,89 YR214,89 YR214,89 YR214,89 YR 213,80
Share Profit YR (104) YR 3 YR 90 YR 261 YR 220
Number of Branches 27 27 27 27 27
Number of Employees 969 970 963 916 881
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Chairman and Members of Board of Directors

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

MR.EESAM AHMED AL-SAQQAF DR. AHMED ALI OMER BIN SUNKER MR.ABDUL KAWI AHMED AL SAEGH
MEMBER OF THE BOARD MEMBER OF THE BOARD MEMBER OF THE BOARD
GENERAL MANAGER RERUTPEGHERAL MANAGER DEPUTY GENERAL MANAGER

SUPPORTING DEPT

AZA MR.HUSSEIN MACKAWEE MR.ABDUL HAKEEM ZAIED AL DAREE
REPRESDgN?'QM{/RE/AI\;iTNISTgYT?)LFEPBLANING& REPRESENTATIVE/ MINISTRY REPRESENTATIVE/OF MINISTRY
OF INDUSTRY& TRADE OF FINANCE
INTERNATIONAL COOPERATION GENERAL MANAGER OF INDUSTRY&
GENERAL MANAGER OF PLANING& TRABE OFFICEABEN GENERAL MANAGER
INTERNATIONAL COOPARATION.ADEN OF FINANCIALOFFICE ADEN
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FAIZA AHMED MUSALI FADHAA MOHAMMED ABDO SROOR ARWA ALI SULEMAN
Manager Human Resources Dept Manager, Central Accounts Manager, Statistic &

MOHSEN SAEED AL-SHABAHI OMAR ABDULRAHMAN ABDULGABAR MRWAN ALI ABDULLA
Manager Branches Dept Manager, Administrative Affairs Manager, Credit Dept

Waled Watq Shadli SALEH EASA SALEH SABR SAEED ABDO
Manager, Legal Dept Manager, Audit Dept Manager, Foreign Relations Dept

SALEH AWAD KASM HANI AHMED OBEID ZIAD. A. BASUNAID BALIGH AHMED TAHER
Manager, Risk Dept Manager Of IT Department 1.T Project Manager Manager, Bad Debts
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Public Accountants Fax +967 (1) 206 130
150 Zubairy St. Internet  w v kpmg.com/ye
PO Box 3501

Sana’a, Republic of Yemen

English Translation of the Original Arabic Text

INDEPENDENT AUDITOR’S REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of National Bank of Yemen (the Bank), which
comprise the statement of financial position as at December 31, 2015, the statement of profit or loss
and other comprehensive income, statement of changes in equity, statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

KPLiG Yemen Micranni & Co., » partnership established under Yemeni la and a
member firm of the KPI.iG net work of indspende 1t member firms affiliated - 'th
KPIAG International Cooperative (“KPi.1G Int=rnational”), a =:ss entit
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English Translation of the Original Arabic Text

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
National Bank of Yemen as at December 31, 2015, 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.

Emphasis of Matter
We draw attention to Note (43) to the financial statements which describes the impact of the continuing
economic crisis and political turmoil in Yemen and their final resolution are unpredictable and may

adversely affect the Yemeni economy and the operations of the Bank. Our opinion is not qualified in
respect of this matter

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.
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2015
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STATEMENT OF CASH FLOWS
FOR THE YEAR “D&R DECEMBER 31, 2018
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National Bank Of Yemen #=rv

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

1. BACKGROUND INFORMATION

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

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

2. PREPARATION BASIS OF THE FINANCIAL STATEMENTS

2.1  Statement of compliance

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

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

as follows:

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

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

under “loans provision” and not under equity,

& 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, 2015.

- The financial statements were approved by the Board of Directors on
November 27, 2016.

2.2 Basis of measurements

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

2.3 Functional and presentation currency

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

14 Annuad Report2015



STid

e @

National Bank Of Yemen #=rv

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2015

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 note nos. 3-4, 3-8, 3-9, 3-10, 5,
11, 15, 16, 19, and 20.

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

a. Critical accounting judgements in applying the Bank's accounting policies
include:

- Classification of financial asset and financial lability

The Bank’s accounting policies provide scope for financial assets and
liabilities to be designated on inception into different accounting categories
in certain circumstances:

In classifying financial assets as “held-to-maturity” or “available-for-sale”,
the Bank has determined it meets the description as set out in accounting
policy No (3.2).

- Valuation of financial instruments

The Bank’s determination of fair value hierarchy of financial instruments is
discussed in note 5.

b. Key source of estimating uncertanity

- 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 which is shown in
the significant accounting policies below.

- Impairment of available-for-sale investments

The Bank exercises judgment to consider impairment on the investments
available-for-sale. 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 market price. In
addition, the Bank considers the impairment is appropriate when there is
evidence of deterioration in the financial situation of the investee, industry
and sector performance, changes in technology, and operating and financing
cash flows.

15 Annuad Report2015
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2015

3.

- Useful lives of property and equipment

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

- Contingent liability arising from litigations

Due to the nature of its operations, the Bank may be involved in litigations
arising in the ordinary course of business. Provision for contingent liabilities
arising from litigations is based on the probability of outflow of economic
resources and reliability of estimating such outflow. Such matters are
subject to many uncertainties and the outcome of individual matters is not
predictable with assurance.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements except for the new standards and interpretations that become
applicable and were adopted during the year. The Bank does not have a material impact an
adoption of these amendments.

New standards and interpretations adopted

During the year new standards, amendments to standards and interpretations have become
effective. These amendments are listed below:

a. Annual Improvements to IFRSs 2010 - 2012 Cycle

- IFRS 2 Share-based Payment

- IFRS 3 Business Combinations

- IFRS 8 Operating Segments

- IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets
- IAS 24 Related Party Disclosures

These amendments are not applicable to the Bank.

b. Annual Improvements to IFRSs 2011 - 2013 Cycle
- IFRS 3 Business Combinations
- IFRS 13 Fair Value Measurement
- IAS 40 Investment Property
These amendments are not applicable to the Bank.

c. Amendments to IAS 19 Employee Benefits: clarify the requirements that relate to how
contributions from employees or third parties that are linked to service should be attributed
to periods of service.

Adoption of this amendment does not have material impact on the Bank.

3.1 Foreign currency transactions

- The Bank maintains its books of account in Yemeni Rial (functional currency).
Transactions in other currencies are translated to the functional currency using the
exchange rates prevailing at the transaction dates. At year end, monetary assets
and liabilities denominated in other currencies are re-translated to the functional
currency using the exchange rate at that date. Gains or losses resulting from
translation are recognized to the statement of profit or loss and other
comprehensive income.

16 Annuad Report2015
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2015

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

- The Bank does not engage in forward contracts to meet its obligations in foreign
currencies, nor does it engage in foreign exchange contracts to cover the risk of
settlement of future liabilities in foreign currencies or its customers’ needs to meet
their obligations in foreign currencies resulted from their transactions through the
bank.

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.

b. Classification
- Financial assets

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

1. Loans and receivables

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

2. Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial 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.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2015

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

3. Available-for-sale investments

Available-for-sale investments are non-derivative investments that
are designated as available-for-sale or are not classified as another
category of financial assets. Investments are recorded as unquoted
equity securities and are carried at cost less impairment, and all other
available-for-sale investments are carried at fair value.

Interest income is recognized in the statement of profit or loss and
other comprehensive income using the effective interest method.
Dividend income is recognized in the statement of profit or loss and
other comprehensive income when the bank becomes entitled to the
dividend. Foreign exchange gains or losses on available-for-sale debt
security investments are recognized in the statement of profit or loss
and other comprehensive income.

Other fair value changes are recognized in other comprehensive
income until the investment is sold or impaired. Cumulative gains
and losses previously recognized in other comprehensive income are
reclassified to the statement of profit or loss and other comprehensive
income as a reclassification adjustment.

A non-derivative financial asset is reclassified from the available-for-
sale category to the loans and receivables category if it meets the
definition of loan and receivables and if the Bank had the intention
and ability to hold that financial asset for the foreseeable future or
until maturity.

Financial liabilities

The Bank has classified and measured its financial liabilities at amortised
cost.

c: Derecognition

Financial assets are derecognized when the contractual rights related to the
financial instruments have expired which ordinarily coincide with the sale
or transfer of the contractual right to receive cash flows related to the asset
to an independent party.

Financial liabilities are derecognized when the contractual obligation are
discharged or cancelled or expired.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2015

d. Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amount will be presented in
the statement of financial position only when, and only when, there is a legally
enforceable right to offset the recognized amounts and there is an intention to
settle on a net basis, or to realize the asset and settle the liability simultaneously.
Income and expense is not offset in the statement of profit or loss and other
comprehensive income unless required or permitted by any accounting standard or
interpretation.

e. Measurement principles
Financial assets are measured at amortised cost or fair value
- Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which
the financial asset or liability is measured at initial recognition, minus
principal repayments, plus or minus the cumulative amortization using the
effective interest method of any difference between the initial amount
recognized and the maturity amount, minus any reduction for impairment
loss. The calculation of effective interest rate includes all fees paid or
received that are an integral part of the effective interest rate.

- Fair value measurement

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at
the measurement date in the principal, or in its absence, the most
advantageous market to which the Bank has access at the date. The fair
value of a liability reflects its non-performance risk.

The Bank measures the fair value of listed investments at the market closing
price for the investment. For unlisted investments, the Bank recognizes any
increase in the fair value, when they have reliable indicators to support such
an increase. These reliable indicators are limited to the most recent
transactions for the specific investment or similar investments made in the
market on a commercial basis between desired and informed parties who do
not have any reactions which might affect the price.

In the absence of a reliable measure of fair value, the investment is carried
at cost less any impairment allowances.

f. Identification and measurement of impairment

At each reporting date, the Bank assesses whether there is objective evidence that
financial assets not carried at fair value through profit or loss are impaired. A
financial asset or a group of financial assets is impaired when objective evidence
demonstrates that an event has occurred after the initial recognition of the assets,
and that the event has a negative impact on the future cash flows of the assets that
can be estimated reliably.
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