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Chairman’s Statement

On behalf of the Board of Directors 1t 1s my pleasure to present the audited annual report and financial statements of
National Bank of Egypt (UK) Limited for the year ending 30% June 2010 Although financial markets continued to be
extremely challenging during the year under review, the Bank’s business and financial performance have
demonstrated 1ts strength and stability amid uncertain economic environment

The economic environment rematned very difficult 1in 2009/2010 as a consequence of the onset durning 2008 of
recession in the UK and many other major economies This included low interest rates, nsing unemployment,
heightened sovereign debts and continued credit constraints, all of which posed a number of chailenges for banks,
their customers and stakeholders Despite this, the bank successfully weathered continuing adverse market conditions
to return to profitability, with a pre-tax profit for the year of GBP7 mullion and net profit of GBP5 mullion

Accordingly, the kcy objectives of our strategic business plan and the implemented nsk management measures were
successfully achieved These measures were designed 10 strengthen the ability to meet future challenges and protect
the interest of the Bank’s customers and s stakeholders Management’s prnimary focus will continue to be on
improving the credit quality of 1ts assets and mantaining good liquidity 1in line with the newly introduced FSA's
liquidity regulations

Whilst the new regulations for capital and hquidity management are being introduced restncting exposures and
requesting a sigmficant Liquid asset buffer to mitigate nsks in siressed market conditions, the Bank in comphance with
the new rules, will continue a resilient core business performance and hold sufficient stock of high quality hquid
assets and strong capital resources to meet i1ts day-to-day business objectives in both normal and extreme
clrcumstances

Looking ahead, although the global cconomy has winessed signs of gradual recovery, it 1s likely to expenence
ongoing recessional condibions, with the effects being felt by the international banking market for some time  Despite
the clear challenges in this financial year the Bank 1s well positioned to take advantage of the potential opportumties
i the coming year and pursue its business objectives 1n a prudent and focused manner

On behalf of the Board 1 would like to express my gratitude to our sharcholders for their support, the bank’s staff for
their etforts and our customers for their continued loyalty and trust

Dr Farouk A El Okdah
Chairman

—_—
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National Bank of Egypt (UK) Limited
Directors’ report and financal statements
30 June 2010

Directors’ report

The Directors of National Bank of Egypt (UK) Limited (“‘the Company”) have pleasure 1n presenting their
annual report, together with the financial statements and auditors’ report, for the year ended 30 June 2010

Principal activities

National Bank of Egypt (UK) Limited was granted on 24 December 1992 the status of authorised
institution under the UK Banking Act 1987 (since superseded by the Financial Services and Markets Act
of 2000) The Company 1s a wholly owned subsidiary of National Bank of Egypt, 1187 Comuche El Nil,
Cairo, Egypt

The Company provides general banking services in the United Kingdom to private and public sector
customers, particularly 1o the Egyptian community, and conducts international banking business world-
wide The Company participates actively 1n the inter-bank, foreign exchange and syndicated loans
markets and in the finance of international trade and 1nvests 1n gilt-edged securities and floating rate notes

Business Review

As at 30 June 2010 Company had total assets of £1,452 mullion, which was an increase of £105 muilion
compared to 30 June 2009 The Company made a profit of £5 million after tax and provisions, compared
to a £18 6 nullion loss 1n the previous year The economic environment remamed very difficult n
2009/2010 as a consequence of the onset during 2008 of recession in the UK and many other major
economtes During the year under review, no further impairments were identufied and therefore no
additional provisions were made

However, the Company’s traditional strengths of stable funding, good hquidity and strong capitalisation
were maintained throughout the year Despite the clear challenges 1n this financial year the Company 1s
well positioned to take advantage of the potential opportumties n the coming year and pursue 1ts business
objectives 1n a prudent and focused manner

Financial results

The financial statements for the year ended 30 June 2010 are shown on pages 6 to 24 The profit after
taxauon for the year amounts to £5,031,012 (2009 Loss of £18,588,405)

The Directors recommend that no dividends be paid this year and that the profit 1s retained in the Profit
and Loss account

Financial Highhghts 2009/10

Year on year, operating income at £13,145,218 {2009 £20,621,967) was 36% lower than last year due to
the reduced net interest income of £8,127,846 (2009 £15,962 ,967), reflecting the reduced size of average
lending and securities portfolios, combined with the impact of generally lower international interest rates
Non interest income increased by 8% to £5,017,372 (2009 £4,659,000)

Non interest expense decreased for the second year running by 2% from £6,640,858 1n 2009 to £6,488,848
in 2010, as part of a continued focus on cost control

Total assets, at £1,452,321,593 were £105 mulhon higher than the previous year
Risk Management

The Company has an established Risk Management Function and controls to ensure that all of 1ts principal
risks are identified and that policies and momtoring processcs are in place to mutigate them The
Company’s nsks are managed taking nto account several mamn principles including management
responsibilities for the management of nsk and controls, assessment and measurement of all 1dentified
risks with acceptable balance between risk versus return, and undertaking an annual review of nisk policies
and the control framework to ensure optimal capital allocation and utilisation for relevant nsks

The Company 1s primarily exposed to credit risk, interest rate nisk, foreign currency risk, hquidity nsk and
operational risk Various investment strategies and denvatives are used to mutigate these risks and
optimise investment performance The Company operates internationally and 1t 1s principally exposed to
credit nsk, bemng the nsk of loss that may occur from the failure of any obligor to make the required
repayments of exposures due to the Company as and when they fall due
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Under the Capital Requirements Directive, the Company has adopted the Standardised Approach to credit
nsk and the Basic Indicator Approach to operational nsk Details of the Company's financial nsk
management objectives and policies, including those in respect of financial instruments, and details of the
Company's indicative exposure to risks are given 1n Note 18 There was no change to the authonsed and
paid up capital during the year and the Company remains adequately capitalised with a strong capital
buffer above the approved Individual Capital Guidance (ICG) Under the new lLiquidity regulations the
Company has largely implemented the underlining requirements for hiquidity risk management including
systems and controls and the introduction of the Individual Liquidity Adequacy Assessment (ILAA)

Further details of the Company’s nsk management policies, procedures and exposures, 1n complhance with
the Pillar 3 requirements of the Capital Requirements Directive, are published on the Company’s website,
www nbeuk com

Customer Services

The company offers banking services in the UK to Egyptan nanonals, Egyptian embassies and related
offices and Egyptian corporale customers operating outside Egypt The Customer Services area 1s able to
offer fixed term deposits, plus current account services

Lending

Syndicated loans are provided for general funding requirements to banks, corporates and sovereign
entities Bilateral and direct loans to customers are to support working capital financing, capital
expenditure and trading activities

Treasury

Treasury activity during the year has continued to focus primanly on hquidity management, including the
management of a portfolio of mvestments to assist with hquidity and enhance income, despite the
continwing difficult market conditions

The Treasury area also transacts within pre-determined risk limits 1n the foreign exchange of all major
currencies

Documentary Credits

These activities have been expanded internationally from the traditional Egyptian markets over the last
few years, and there are both corporate and financial institutions as customers The business includes
1ssuing, advising and confirming letters of credit and guarantees

Directors and company secretary

The names of the Directors and Company Secretary as at the date of this report and those who served
during the year are as follows

Dr Farouk Abdel Baki EI-Okdah, Chairman

Mr Kazem Hassan Barakat, Deputy Chairman and Managing Director
Mr Mokhtar Abdel Gawad El Shennawy, Deputy Managing Director
Mr Tarek Hassan Nour Eldin Aly Amer

Mr Hussein Abdel Aziz Hussemn

Mr Chnistopher Hayward Dawvis

Dr Ziad Ahmed Bahaa-Eldin

Mr Raymond Seamer

Mr Sherif Mohamed Aly Elwy

Mr Reg Egan (Company Secretary)

Directors’ interests

None of the Directors who held office at the end of the financial year had any disclosable interest 1n the
shares of the Company
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Share capital

During the year, the Company’s authorised share capital remained unchanged at £200,000,000 As at the
reporting date the Issued Share Capital, fully paid, amounted to £130,000,000 (2009 £130,000,000)
Details of the Company’s share capital are given 1n the note 15

Employees

As at 30 June 2010 the Company had 54 permanent employees Employees’ compensaton 1s related to
performance and the Company encourages the involvement of all employees in the overall performance
and profitability of the Company through an objectives-based appraisal system which focuses on
qualitative as well as quantitative factors The Company has a pension scheme whereby members are
entitled to a mimmum of 10% contribution of the basic salary to the Group Personal Pension scheme  All
employees enjoy hfe insurance cover to the extent of 4 umes their basic salary The Company also has a
private medical insurance scheme, which covers employees and their dependents

The Company believes that it enjoys a good relationship with 1ts staff
Poltical and charitable contributions

The Company made no pohitical (2009 £Nuil) and £1,200 charitable contributions (2009 £100} dunng the
year

Going Concern

The financial statements are prepared on a going concern basis as the Directors are sausfied that the
Company has sufficient resources to continue n busmess for the foreseeable future In making this
assessment, the Directors have considered a wide range of information relating to present and future
conditions covening principal activities, strategic directions and challenges and uncertainties together with
a review of the income statement, financial position and risk profile In addition the Directors have
considered the future projections of profitabiluty, cashflows, asset quality and capatal resources tn making
their assessment The Company 1s a wholly owned subsidiary of National Bank of Egypt and the parent
has shown continued support duning the year by continumng to provide an undrawn line of credut
amounting to $30 milhion The latter 1s i the form of a subordinated debt and 15 for the term of 10 years
The Bank 1s liable to pay interest at Libor plus 2% on any drawn amount At year end, the Bank had not
yet drawn on this facility

The Directors have a reasonable expectation that the Company will have adequate resources 1o continue in
operational existence for the foreseeable future

Auditors
Each of the persons who 1s a director at the date of approval of this report confirms that

- so far as the director 1s aware, there 15 no relevant audit information of which the Company’s auditor are
unaware, and

- the director has taken all the steps that he ought to have taken as a director in order 10 make himself
aware of any relevant audit information and 10 establish that the Company’s auditors are aware of that
information

This confirmation ts given and should be interpreted in accordance with the provisions of section 4138 of
the Compamies Act 2006

A resolution to reappoint Deloitte LLP as auditors of the Company s to be proposed at the forthcoming
Annual General Meeting

order of the board

Company Secretary Ciear H
Trafalgar House
11 Waterloo Place
London SW1Y 4AU
24 September 2010
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Statement of directors' responsibilities in respect of the directors’ report and
the financial statements

The directors are responsible for preparing the Directors' Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial slatements for each financial year Under that law
they have elected to prepare the financial statements 1in accordance with United Kingdom Generally
Accepted Accounting Practice (Umited Kingdom Accounting Standards and applicable law )

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or 1oss of the company
for that pertod In preparing these financial statements, the directors are required to

¢ sclect suitable accounting policies and then apply them consistently,
* make judgments and estimates that are reasonable and prudent,

¢ state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained 1n the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any ume the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They have general responsibility for taking such steps as are reascnably open to
them to safeguard the assets of the company and to prevent and detect fraud and other wrregulanties

The directors are responsible for the maintenance and integrity of the corporate and financial information
mcluded on the company's website, www nbeuk com Legistation in the UK governing the preparation and
dissemnation of financial statements may differ from legislation 1n other jurisdictions
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Independent auditors' report to the members of National Bank of Egypt
(UK) Limited

We have audited the financial statements of National Bank of Egypt (UK) Limited for the year ended 30 June 2010
which compnisc the Profit and Loss Account, the Balance Sheet, the Reconcihiation of Movements in Shareholders’
Funds and the related notes 1 to 22 The financial reporting framework that has been apphed in thewr preparation 15
apphcable law and Umited Kingdom Accounting Standards {(United Kingdom Generally Accepted Accounting
Practice)

This report 1s made solely to the company’s members, as a body, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006  Our audit work has been undertaken so that we might state to the company’s members those
matters we arc required to state to them 1n an auditors’ report and for no other purpose  To the fullest extent permutted
by law, we do not accept or assume responsibihity to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully 1n the Directors” Responsibilities Statement, the directors are responsible for the preparation
of the financial statements and for being satsfied that they give a truc and fair view  Our responsibility 1s to audit the
financial statements 1n accordance with applicable law and I[ntemational Standards on Auditing (UK and ircland)
Thosc standards require us to comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaming evidence about the amounts and disclosures 1n the financial siatements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error  This includes an assessment of whether the accounting policies are appropriatc to the company’s
circumstances and have been consistently apphed and adequately disclosed, the reasonablencss of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opimion on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company’s affairs as at 30 June 2010 and of 1ts profit for the year
then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared n accordance with the requirements of the Compamies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
[n our opimion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us 10 report to
you if, 1n our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and retums, or

. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not received all the information and explanations we require for our audn

inder Rana (Semor Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

Date 24 September 2010




Profit and loss account
Jor the year ended 30 June 2010

Interest recervable
Interest receivable and similar income
ansing from debt secunities
Other interest receivable and similar income

Interest payable

Net mnterest income

Fees and commussions receivable
Foreign exchange dealing profits

Operating income
Administrative cxpenses
Depreciation

Other operating charges

Prowisions for bad and doubtful debts
Impairment allowance against debt securitics
Gains on disposals of debt securities

Profit/ (Loss) on ordinary activities before tax
Tax (charge)/credit on profit/(foss) on ordinary activities

Profit/(Loss) on ordinary activities after tax

Note

&/9

o

11,871,979
6,792,289

National Bank of Egypt (UK) Limited
Direciors’ report and financial statements

30 June 2010
2010 2009
£ £ £ £
30,990,565
26,036,475
18,604,268 57,027,040
(10,536,422) (41,064,073)
8,127,846 15,962,967
4,939,601 4,687,270
71,171 (28,270)
13,145,218 20,621,967
(3,772,796) (4,100,092)
(61,326) (207,335)
(2,654,726) (2.333.231)
6,656,370 13,981,109
- (18,594,793)
- (21,487,208)
352,952 81,377
7,009,322 (26,019,515)
(1,978,310) 7,431,110
5,031,012 (18,588,405)

There 1s no difference between the retained profit for the year and the retained profit on an historical cost basis

The result for the year i1s derived entirely from continning activities

There were no other recognised gains and losses 1n the current or prior years other than the above

The notes on pages 9 to 24 form part of these financial statements
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Na 10
Balance sheet &
at 30 June 2010 f)
Note 2010 2009 N
£ £ £ £ O |
Assets N
Cash and balances at central banks 212,140 169,952
Loans and advances to banks 6 547,980,095 367,550,692
Loans and advances to customers 7 76,026,935 106,572,701
Debt securities 9 813,147,037 857,580,197
Tangible fixed assets 10 139,624 180,901
Other assets 1 10,436,269 9,952,739
Prepayments and accrued income 4,379,493 5,031,886
Total assets 1,452,321,593 1,347,039,068
Liabihities and shareholders’ funds
Deposits by banks 12 217,191,968 362,688,111
Customer accounts 13 1,105,039,628 856,020,019
Other habilities 14 4,520,503 5,863,964
Accruals and deferred income 1,647,909 1,576,401
Sharcholders’ funds
Called up share capual 15 130,000,000 130,000,000
Profit and loss account (6,078,415) (11,109,427)
123,921,585 118,890,573
Total habihties and shareholders® funds 1,452,321,593 1,347,039,068
2010 2009
£ £
Memorandum items
Contingent liabihties
Acceptances and endorsetnents 777,167 3,293,485
Guarantees 4,876,165 4,299,146
Commitments
Other commitments 16 59,299,579 73,252,197
64,952,911 80,844 828

These financial statements of National Bank of Egypt (UK) Limited (registered number 2743734) were approved by the

board of directors and authonised for 1ssue on 24 September 2010 and were signed on 1ts behalf by

Director

DzrectorO)*p %‘0\

The notes on pages 9 10 24 form part of these financial statements
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Reconciliation of movements in shareholders’ funds
at 30 June 2010

Called up share Profit and loss Total

capital account
£ £ £

Asat 1 July 2008 100,000,000 12,478,978 112,478,978
Shares 1ssued during the year 30,000,000 - 30,000,000
Loss on ordinary activities after tax - {18,588,405) (18,588,405
Dividend pard during the year - (5,000,000) (5.000,000)
As at 30 June 2009 130,000,000 (11,109.427) 118,890,573
Shares 1ssued dunng the year - - -
Profit on ordinary activities after tax - 5,031,012 5,031,012
Dividend paid during the year - - -
As at 30 June 2010 130,000,000 (6,078,415) 123,921,585

The notes on pages 9 to 24 form part of these financial statements
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Notes

(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been apphed censistently 1n dealing with items which are considered material in
relation to the Company’s financial statements

(a) Basis of preparation and accounting convention

The financial statements have been prepared under the historical cost convention modified to include the revaluanon of
certam fixed assets and n accordance with applicable United Kingdom accounting standards

Going Concern

The business activities, together with the factors likely to affect 1ts future development, performance and position are set
out 1n the Business review which forms part of the director’s report The director’s report also describes the financial
posttion of the company, tts cash flows, liquidity posttion and borrowing facilities, the company’s objectives, policies
and procedures for managing 1ts caputal, its financial risk management objectives, details of financial instruments,
hedging activities and 1ts exposure to credut risk and liquidity nisk

The Directors have a reasonable expectation that the Company will have adequate resources to continue in eperational
existence for the foresceable future Thus they continue to adopt going concern basis of accounting in preparing the
annual financial statements

(b) Cash flow statement

As a wholly owned subsidiary whose parent produces publicly available accounts (see note 22), the Company has taken
advantage of the exemption available within FRS 1 (revised), “Cash Flow Statements™, and does not produce a cash
flow statement

{c) Loans and advances

Loans and advances are stated at cost after deduction of amounts which n the opinion of the Directors are required as
specific or general provisions Where loans have been acqured at a premium or discount, these premiums and
discounts are amortised through the profit and loss account from the date of acquisition to the date of maturity on a
straight line basis

Loans are designated as non-performing as soon as management has doubts as to the ultimate collectability of the
principal or interest When a loan 1s designated as non-performing, nterest will be suspended and a specific provision
raised 1f required

Specific provisions

Specific provisions represent the quantification of the actual or expected losses from identified accounts and are
deducted from loans and advances on the balance sheet The amount of the specific provision raised 1s assessed on a
case by case basis The amount of specific provision raised 1s the Company’s estimate of the amount needed to reduce
the carrying value of the asset to 1ts expected net realisable value

General provisions

General provisions augment specific provisions and provide cover for loans and debt securities on which there 1s no
known impairment at the balance sheet date but which may be identified as impaired at some time 1n the future The
general provision 1s determined by taking into account the structure and nsk of the Company’s loan and debt securities
portfolio  General provisions are deducted from loans and advances and debt securities in the balance sheet

(d} Securities

Securities intended for use on a continuing basis 1n the Company’s activities are classified as investment securities and
are stated at cost adjusted for any amortisation of premiums and discounts ansing on acquisition and less provision for
any permanent diminution n value

Where dated investment securiies have been purchased at a premium or discount, these premiums and discounts are
amortised through the profit and loss account from the date of purchase to the date of matunity on a straight line basis
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1 Accounting policies (continued)
(e) Foreign currencies

Monetary assets and labilities denominated 1n foreign currencies are translated into sterling at the exchange rates ruling
at the balance sheet date and the gains or losses on translation are included in the profit and loss account Income and
expenses denominated 1 foreign currencies are converted into sterling at the month end rate for the month 1n which
these transactions took place

Forward foreign exchange contracts are valued at the market rates applicable to their respective maturities at the balance
sheet date, and the resulting profits or losses included in the profit and loss account for the year Where the contracts
arise as part of a deposit swap, the profits or losses are recognised evenly over the life of the related loans and deposits

o Tangible fixed assets
Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for impairment

Depreciation of tangible fixed assets 1s provided on a straight-hne basis over estimated useful lives as follows

Long leasehold buildings 20 years
Leasehold improvements 5 - 15 years
Furmiture, fixtures and fittings 5 years
Computer hardware and software 3 -5 years
(g Interest tncome and expense

Interest receivable and payable 1s accrued over the peniod of the related loans and deposits

h) Fees and commussion receivable

Fees and commuissions are taken to income as recerved, or when debited to a customer’s account

i Fees and commussion payable

Fees and commussions payable on borrowings are expensed to the profit and loss account over the life of the borrowing
a) Taxation

Current tax 1s provided on amounts expected to be paid (or recovered) using the tax rates and laws that have been
enacted or substantively enacted by the balance sheet date

Deferred tax 1s recogmsed, without discounting, in respect of all tuming differences between the treatment of certain
items for taxation and for accounting purposes and which have arisen but not reversed by the balance sheet date, except
as otherwise required by FRS 19

(k) Pension costs

The Company operates a defined coninbution pension scheme Contributions to the scheme are charged to the profit
and loss account when paid

(1) Leases
Operating lease rentals are charged to the profit and loss account on a straight line basis over the penod of the lease
{m) Off-balance sheet financial derivatives

Off-balance sheet financial derivatives are entered mito by the Company for hedging purposes to reduce the nisks ansing
on transactions entered nto in the normal course of business The income and expense ansing from off-balance sheet
financial denvatives entered into for hedging purposes 1s recogmised 1n the accounts 1n accordance with the accounting
treatment of the underlying transactions or transactions being hedged All off-balance sheet financial denvatves are
held for the penod 1in which the underlying hedge mamres



Notes (contnued)

2 Admnistrative expenses

Staff costs
Wages and salancs
Social secunty costs
Other pension costs
Other staff costs
Other administrative expenscs

Nationa! Bank of Egypt (UK) Limited
Directors’ report and financial statements
30 June 2010

2010

2,786,167
347,011
360,953
257,037

21,628

3,772,796

2009

3,095,657
378,482
378,787
223,511

23,655

4,100,092

The Company currently participates in the National Bank of Egypt (UK) Limited Pension Scheme which 1s a defined

contribution scheme

The average number of persons employed by the Company during the year was 57 (2009 58)

3 Profit/(Loss) on ordinary activities before tax

{a) Is stated after the charging of

Amount recervable by the auditors in respect of
Audit of financial statements pursuant to legislation
Other services relating to taxes
All other services

Operating lcasc rentals were
Land and bwilding
Others

()] Segmental reporting

2010

68,000

15,072

83,072

480,816
7,312

488,128

2009

85,000
4,300

89,300

433,566
7,334

440,900

The Company has one class of business and all other services provided are ancillary to this  All business 1s conducted

from the Umited Kingdom
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Notes (connnued)
4 Taxation
{a) Analysis of tax charge/(credit) in the year
2010 2009

£ £
Current tax
UK Corporation tax ai 28% on the taxable profit for the year - -
Qwver provisions 1n prior years - (7.910)
Current years losses carned back - (3,672,544)

- (3,680,454}
Deferred 1ax 1,991,206 (3,750,656}
Adjustment to prior year deferred tax {12,896}
Tax charge/(credit) on profit/(loss) on ordinary activities 1,978,310 (7,431,110)
b) Factors affecting the tax charge for the current year

The current tax charge for the year 1s ml (2009 higher than) the standard rate of corporation tax in the UK of 28%
(2009 28%)} Dufferences are explamed below

2010 2009
£ £

Current tax reconcihiation
Profit/(Loss} on ordinary achivities before tax 7,009,322 (260195158
Current tax at 28% 1,962,610 {7.285,464)
Add effects of
Expenses not deducuble for tax purposes 38,563 14,540
Depreciation for year in excess of capital allowances (6,890) 35,023
Uulisation of tax losses (1,991,206) 3,563,357
Tax loss cammed forward adjustment 3,077) -
Over provision In prnor years - {(7.910)
Total current tax (credu)/charge (see 4 (a) above) - (3,680,454

c) Facrors that may affect future tax charge

The Directors of the Company are not aware of any factors which will have a matenal effect upon future tax charges
apart from utilisation of current year losses carried forward and reversal of temporary differences

(d) Deferred tax asset
2010 2009
£ £
At the beginming of the year 4,809,396 1,058,740
Movement 1n the year for profit carned forward (1,978,310) 3,750,656
As at end of the year (see note | 1} 2,831,086 4,809,396
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Notes (connnued)
4 Taxation (continued)
(d) Deferred tax asset (continued)
The deferred tax asset consists of the following amounts

2010 2009

£ £

Tax losses carmed forward 1,772,346 3,750,656
Timing difference on creation of general provision for bad and doubtful debts 980,000 980,000
Camtal allowances 78,740 78,740

Deferred tax asset (see note 11) 2,831,086 4,809,396

At the end of the year, all deferred tax assets were calculated at 28% However, the rate 1s due to be reduced to 27% on
1 April 2011 — the amount of difference 1s considered to be immaterial and will be adjusted in 2010/11 financial year

5 Emoluments of directors
2010 2009
£ £
Directors’ tees and emoluments 754,541 748,884

There 15 no Director accruing benefits under a money purchase pension scheme (2009 None) The total remuneration
and benefits of the highest paid Director were £214,498 (2009 £210,053)

6 Loans and advances to banks
(a) Residual maturity
2010 2009 (As restated)
£ £
Banks
Repayable on demand 21,936,498 13,970,212
Other loans and advances
Remaining matunty
5 years or less but over | year 23,721,865 82,852,122
| year or less but over 3 months 33,486,097 32,938,088
3 months or less 438.097.799 221,838.414
517,242,259 351,598,836
Parent company
Other loans and advances
Remaining matunty
5 years or less but over | year - -
3 months or less 48.073.714 33416368
Total : 565,315,973 - 385,015,204
Bad and doubtful debt provision —gencral (Note 8) (1,300,000} (1,300,000)
Bad and doubtful debt provision —specific (Note 8) (16,035,878) (16,164,512)
Total 547,980,095 367,550,692

The balances have been restated due to a change in presentation The gencral provision has been allocated between loans and
advances to banks, customers and debt secunuies




Notes (continued)

6 Loans and advances to banks (continued)

) Concentrations of exposure

The Company has the following concentrations of loans and advances to banks

Total gross advances to banks located tn
Europe and North America

Middle East

Rest of World

Total

7 Loans and advances to customers

(a) Residual maturity

Repayable on demand or at short notice

Other loans and advances
Remaining maturity
Over 5 years
S5 years or less but over | year (includes staff loans)
| year or less but over 3 months
3 months or less

Sub-total
Bad and doubtful debt provision ~ general (note 8)
Bad and doubtful debt provision — specific (note 8)

Total

Nanonal Bank of Egypt (UK) Limited
Directors” report and financial statements

30 June 2010

2010 2009
£ £
449,922,910 286,033,754
86,924,493 68,145,916
28,468,570 30,835,534
565,315,973 385,015,204

2010 2009 (As restated)

£ £

8,640,551 6,386,954
40,253,804 87,209,800
29,314,796 14,733,603
688,546 872,619
78,897,697 109,202,982
(200,000) (200,000)
(2,670,762) (2,430,281)
76,026,935 106,572,701

The balances have been restated due to a change in presentation The general provision has been allocated between loans and

advances to banks, customers and debt secunities

b) Concentrations of exposure

The Company has the following concentrations of loans and advances to customers

Total gross advances to customers located in
Europe and North Amenca

Middle East

Rest of World

Total

2010
£

27,010,418

34,377,013
17,510,266

78,897,697

2009
£

24,079,868

63,412,571
21,710,543

109,202,982
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Notes (continued)
8 Provisions for bad and doubtful debts (As restated)
(a) Movenents on provisions for bad and doubtful debts:
Specific General Total
£ £ £
Provisions at 30 June 2009 40,082,001 3,500,000 43,582,001
Charge for the year - - -
Wnite off 1n year - - -
Foreign exchange movement 1,142,770 - 1,142,770
Provisions at 30 June 2010 41,224,771 3,500,000 44,724,771
Of which
Proviston against loans and advances to banks-general - 1,300,000 1,300,000
Prowision against loans and advances to customers-general - 200,000 200,000
Provision against debt securities- general - 2,000,000 2,000,000
Provision against loans and advances to customers — specific 2,670,762 - 2,670,762
Provision against loans and advances to banks — specific 16,035,878 - 16,035,878
Provision against debt secunties- specific 22,518,131 - 22,518,131
41,224,771 3,500,000 44,724,171

The balances have been restated due to a change n presentaion The general provision has been allocated between loans and

advances to banks, customers and debt securities

b Non-perferming loans

Loans on which interest has been suspended (net of suspended interest)

Provisions for bad and doubtful debts

Total

(c) Impaired Debt Securities

Debt Securities on which ntérest has been suspended (net of suspended interest)

Prowvisions for bad and doubtful debts

Total

2010 2009

£ £
33,043,587 16,906,337
(18,706,640) {18,594,793)
14,336,947 18,311,544
2010 2009

£ £
30,974,049 30,090,076
(22,518,131) (21,487,208)
8,455,918 8,602,868
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Notes (continued)

9 Debt securities

Investment securities

{ssued by public bodies - government secunities
Bank and building society cerhificates of deposit
Other debt secunties

Investment securities

Listed on a UK recognised investment exchange
Other listed

Unhisted

Matured past due
Due within one year
Due one year and over

Impairment allowance- specific (note 8)
Impairment allowance- general (note 8)

Investment securities - moventent

Balance at 30 June 2009
Purchases

Sales/matunties

Amortisation of premium/chscount
Exchange movements

Impairment allowance

Balance at 30 June 2010

Investment securiies - market value

Issued by public bodies — government secunties
Bank and building society certificates of deposit
QOther debt secunties

The balances have been restated due to a change in presentation The general provision has been allocated between

Nomnal
value
£

860,273,729

770,478,731
(834,582,613}

19,340,529
(1,030,923)

814,479,453

leans and advances to banks, customers and debt securities

National Bank of Egypt (UK) Limited
Directors’ report and financial staternents

2010

150,000,000

687,665,168

837,665,168

222,912,852
322,417,411
292,334,905

837,665,168,

22,104,046
337,466,589
478,094,533

837,665,168
(22,518,131)
(2.000,000)

813,147,037

Net premium/
(chscount)
£

(2,693,532)
727,998

979,018
(345,900)

(1,332,416)

2010

£
149,916,000
650,260,574

800,176,574

The Directors do not intend to provide for temporary diminution 1n value of the debt secunties

30 June 2010

£. -

2009 {As restated)

£

119,941,444
20,000,000
741,125,960

881,067,404

277,504,461
359,468,117
244,094,826

881,067,404

313,974,102
567,093,303

881,067,405
(21,487,208)
{2,000,000)

857,580,197

Net book
Value
£

857,580,197

771,206,729
(834,582,613}

979,018

18,994,629
(1,030,923)

813,147,037

2009
£

119,969,000
20,047,600
687,303,979

827,320,579




Notes (continued)

10 Tangible fixed assets

Cost or valuation
At 30 June 2009

Additions
Disposals

At 30 June 2010

Accumulated depreciation
At 30 June 2009

Charge for year
Related to disposals

At 30 June 2010

Net book value
At 30 June 2010

At 30 June 2009

11 Other assets

Deferred tax assct (sec note 4(d})
Foreign exchange contracts

Tax recoverable

Others

Leases of 50
years or more
unexprred

£

259277

259,277

173,549
13,927

187,476

71,801

85,728

National Bank of Egypt (UK) Limited
Durectors’ report and financial statements
30 June 2010

Computer
equipment
and other
fixed assets
£

1,717,349
20,049

1,737,398

1,622,176
47,399

1,669,575
67,823

95,173

2010
£

2,831,086
52,637

7,552,546
10,436,269

The Other assets balance has been restated to ensure comparabitity of the financial statements,

Total

1,976,626
20,049

1,996,675

1,795,725
61,326

1,857,051

139,624

180,901

2009 {As restated)
£

4,809,396
22,110
4,948,655
172,578

9,952,739




Notes (continued)

12 Deposits by banks

With agreed matunty dates or penods of notice,
by remainmng maturity

Banks
5 years or less but over one year
1 year or less but over 3 months
3 months or less but not repayable on demand

Repayable on demand

Parent company
3 months or less but not repayable on demand
Repayable on demand

Total
5 years or less but over one year
| year or less but over 3 months
3 months or less but not repayable on demand

Repayable on demand

13 Deposit by Cunstomer accounts

With agreed matunty dates or penods of nonce, by
remaming matunty

5 years or less but over | year

1 year or less but over 3 menths

3 months or less but not repayable on demand

Repayable on demand

National Bank of Egypt (UK) Limited
Dhrectors” report and financial statements
30 June 2010

20610 2009

£ £

12,639,550 175,092,452
129,532,977 114,815,107
142,172,527 289,907,559
5,986,028 8,196,084
148,158,555 298,103,643
67,699,880 63,792,071
1,333,533 792,396
69,033,413 64,584,467
12,639,550 175,002,452
197,232,857 178,607,178
209,872,407 353,699,630
7,319,561 8,988,481
217,191,968 362,688,111
2010 2009

£ £

427,322 -
30,475,214 15,134,526
1,032,135,437 802,766,713
1,063,037,973 817,901,239
42,001,655 38,118,780
1,105,039,628 856,020,019

e
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Notes (continued)

14 Other liabihties
2010
£
Foreign exchange contracts 58,973
Other creditors 4,461,530
4,520,503

The Other hiabilities balance has been restated to ensure comparability of the financial statements

15 Called up share capital

2010
£
Authorised
Ordinary shares of £1 each 200,000,000
Allotted, called up and fully pard

Ordinary sharcs of £1 cach 130,000,000

30 June 2010

2009 (As restated)
£

18,760
5,845,204

5,863,964

2009
£

200,000,000

130,000,000
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16 Commutments
(a) Other commuments
2010 2009
£ £
Letters of credit — confirmed 24,367,154 39,640,725
Letters of credit - participation purchased 7,676,363 13,540,874
Forward deposits taken 5,930,696 19,194,826
Forward assets purchased 20,030,714 -
Loan commitments {undrawn credit hines) 1,294,652 875,772
59,299,579 73,252,197

Forward deposits taken and forward assets purchased generally replace maturing deposits by banks and loans and
advances to banks

£ £
Loan commitments — over one year 668,692 875,772
Loan commitments — one year or less 625,960 -
1,294,652 875,772

Incurred on behalf of the parent company
2010 2009
£ 3
Letters of credit — confirmed 13,208,453 25,684,719

b} Significant concentrations of contingent habilities and commitments
Approximately 90% (2009 67%) of total conuingent Liabilities and commitments relate (o counterparties in Egypt
(c) Foreign exchange contracts

In addition to the commitments disclosed above, there are outstanding forward foreign exchange contracts for purchases
of £297,348,636 (2009 £180,485,302) and sales of £289,658,128 (2009 £184,597,059)

20



National Bank of Egypt (UK) Limited
Directors’ report and financial statements

30 June 2010
Notes (contnued)
17 Operating lease commitments
As at 30 June 2010, the Company had the following non cancellable annual operating lease commitments
2010 2009
£ £ £ £
Land and Other Land and Other
bwldings buildings
Operating leases which cxpire
Within 1 year - - - -
Between 1 and 5 years - 13,572 441,702 7.312
More than 5 years 4,896,105 - - -
4,896,105 13,572 441,702 7.312
18 Risk management

Through 1its banking services the Company 1s exposed to a range of risks To manage these risks the Company
established the following commuttees and functions to assist the Board of Directors Management Commutiee, Audit
Commuttee, Credit Commuttee, Asset and Liability Commuttee, Investment Commuttee, and Internal Audit

Major risks
Credtt risk

Credit nisk arises principally on the lending, trade finance and investment activities of the bank  Credit risk policies are
applied by the Credit Commuttee which operates within the authority granted to 1t by the Board Country and
counterparty limits are established and momtored on a daily basis, with a detailed review at least once a year
Management receives regular reports on the utihisation of these limits

Interest rate risk

Interest rate nisk primarily anses on the mus-matching of the bank’s assets with its funding Thus 1s monutored daily and
1s managed by the Asset and Liability Commuttee Principal limuts have been established for the Company’s assets and
liabilities when allocated to time bands by reference 1o the next contractual repnicing date

Rusks may also be hedged through the use of interest raie swaps and forward rate agreements (note 19)

At 30 June 2010, the interest rate rnsk comprises

Less than 3 More than 3 More than 6 More than one Non interest Total
months months but not months but not year but not bearing
more than 6 more than one more than 5
months year years
£ £ £ £ £ £
Asscts 1,242,616,347 117,752,594 5,007,678 65,577,351 21,367,623 1,452,321,593
Liabilities (1,243,363,201) (53,819.887) (20,328,162) (427,322) (134,383,021} 1,452,321,593
Off-balance
sheet 1tems 42,346,932 17,221,205 - (59,568,137) - -
Gap 41,600,078 81,153,912 (15,320,484) 5,581,892 (113,015,398) -
Cumulative 41,600,078 122,753,990 107,433,506 113,015,398 - -
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Notes (continued)
18 Riask management (continued)
At 30 June 2009, the interest rate nsk comprised
Less than 3 More than 3 More than 6 More than one Neon interest Total
months months but not months but not year but not bearing
more than 6 more than one more than 5
months year years
£ £ £ £ £ £
Assels 1,241,720472 26,806,063 6,075,703 63,465,336 8,971,494 1,347,039,068
Liabiliies (1,143,771 .496) (33,613,713 (4,623,704) - (165,030,155} (1.347,039,068)
Off-balance
sheet items 57,375,052 12,773,558 (12,151,407) (57,997,203 - -
Gap 155,324,028 5,965,908 (10,699,408) 5,468,133 (156,058,661} -
Cumulative 155,324,028 161,289,936 150,590,528 156,058,661 - -

The figures do not demonstrate the exposure of the Company to particular interest rates as the assets and habilities
above have been consolidated across all currencies

Ligqudity risk

Liqudity risk arises on the mis-matching of the residual matunty of the Company’s assets and funding This 1s also
monitored daily, and 1s managed by the Asset and Liabihty Committee Limits have been established for each time band
and incorporate FSA agreed limits

Foreign exchange risk

Foreign exchange risk 1s managed within the treasury function Policies and procedures are detailed in an operational
procedures manual This incorporates FSA agreed limits, and other regulatory bodies requirements It 1s subject to
pertodic review by Internal Audit, and 1s approved by the Board

Seruor management also regularly mornutors the positions taken on a daily basis
Operational risk

Operational risk 1s the nisk of loss resulting from nadequate or failed intermal process, people and systems or from
external events The Company's operational risk framework 1s subject to documented procedural policies, with semor
management being responsible for their implementation and maintenance Adherence to these policies 1s also subject to
perodic review by Internal Audit
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19 Derivative and exchange rate contracts

The Company enters nto various financial instruments as principal to manage balance sheet interest rate and foreign
exchange rate risk At the year end, the principal amounts and fair values of the instruments were

2010 2009 (As restated)
Principal Positive Negative Principal Positive Negative
amount fair values fair values amount fair values fair values
£ £ £ £ £ £
Interest rate related
Contracts
Interest rate swaps 59,568,137 - 4,108,759 70,148,609 - 4,412,984
Exchange rate rclated
Contracts 297,348,636 8,610,189 979,985 180,485,302 22,110 4,118,854

Balance has been restated to ensure comparability of the financial statements

Interest rate related contracts represent interest rate swap transactions which generally involve the exchange of fixed
and floating interest payment obligations without the exchange of the underlying principal amounts

Exchange rate related contracts are predominantly spot transactions but will also include currency swaps and forwards
The Company’s currency swap transactions generally involve an exchange of currencies and an agreement to re-
exchange the currency at a future date where the swaps relate to assets and labilities denomunated n different

currencies
Denvatives contracts are used for hedging purposes only and are executed with bank counterparties for whom volume

and settlement limits have been approved Group limits are approved for connected exposures  Under the Company’s
current treasury policy, derivauve contracts are restricted to Interest Rate Swaps, Forward Rate Agreements and

Currency Swaps

At 30 June 2010, there are 7 swaps outstanding {2009 9) There was no unreahsed swap gam or loss outstanding at year
end (2009 £Nil)

Maturity analyses

2010
Interest rate swaps
Notional values Fair values
£ £
Maturity
1 year or less 6,676,905 (147,730}
5 years or less but over | year 52,891,232 (3,961,029)
2009
Interest rate swaps
Notional values Fair valucs
£ £
Maturity
1 year or less 12,151,407 (472,705)
5 years or less but over | year 57,997,202 (3,940,279)
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20 Assets and habilities denormnated 1n foreign currency
2010 2009
£ £
Denominated in Sterling 256,386,731 289,212,232
Denominated in US Dollar 844,071,816 668,781,149
Denominated in other currencics 351,863,046 389,045,687
Total assets 1,452,321,593 1,347,039,068
Denominated 1n Sterbing 238,341,182 288,111,421
Denominated in US Dollar 1,103,032,120 827,929,186
Denominated in other currencies 110,948,291 230,998,461
Total liabihities 1,347,036,068

The functional currency of the Company’s operations 1s Sterling

21 Related party disclosures

The Company has taken advantage, under FRS 8, “Related Party Disclosures™, of the exemption not to disclose related

1,452,321,593

party transactions with group companies, as 1t 1s a wholly owned subsidiary of the National Bank of Egypt

Durimg the year, there were no new loans 1ssued to officers of the Company (2009 Nil} As at the year end, there were

no loans outstanding (2009 MNil)

22 Ultumate parent company and parent undertaking of larger group of which the Company s a

member

The Company 1s a whelly owned subsidiary of National Bank of Egypt which 1s the smallest and largest group The
parent company s incorporated in Egypt Copies of the group accounts for the National Bank of Egypt can be obtaimned

from Nauional Bank of Egypt, 1187 Comiche El Nil, Cairo, Egypt
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