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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF NATIONAL BANK 
OF EGYPT (UK) LIMITED 

Report on the audit of the financial statements 

1. Opinion 

In our opinion the financial statements of National Bank of Egypt (UK) Limited (the ‘company’): 
• give a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its profit for 

the year then ended; 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the 
UK and Republic of Ireland”; and 

• have been prepared in accordance with the requirements of the Companies Act 2006. 

We have audited the financial statements which comprise: 
• the profit and loss account; 
• the balance sheet; 
• the statement of changes in equity; 
• the cash flow statement; 
• the related notes 1 to 29. 

The financial reporting framework that has been applied in their preparation is applicable law and United 
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard 
applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice). 

2. Basis for opinion 
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable 
law. Our responsibilities under those standards are further described in the auditor’s responsibilities for the 
audit of the financial statements section of our report.  
We are independent of the company in accordance with the ethical requirements that are relevant to our 
audit of the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical 
Standard as applied to public interest entities, and we have fulfilled our other ethical responsibilities in 
accordance with these requirements. We confirm that we have not provided any non-audit services prohibited 
by the FRC’s Ethical Standard to the company. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. 

3. Summary of our audit approach 

Key audit matters The key audit matters that we identified in the current year were: 
• use of the going concern basis of accounting; and 
• loan loss provisioning on loans and advances to customers. 

 
Within this report, key audit matters are identified as follows: 
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 Newly identified 

 Increased level of risk 

 Similar level of risk 

 Decreased level of risk 

Materiality The materiality that we used in the current year was £1,575k which was 
determined on the basis of 1% of net assets. 

Scoping Audit work to respond to the risks of material misstatement was performed directly 
by the audit engagement team. 

Significant changes in 
our approach 

In the current year we tested controls over interest income, interest expense and 
customer deposits to take a control reliance approach. 
We have classified the use of the going concern basis of accounting as a key audit 
matter in the current year given the challenges experienced in the Egyptian 
economy to which the Bank has significant direct and indirect exposure.  

 

4. Conclusions relating to going concern 
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of 
accounting in the preparation of the financial statements is appropriate. 
 
Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern 
basis of accounting is discussed in section 5.1.  
 

5. Key audit matters 
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit 
of the financial statements of the current period and include the most significant assessed risks of material 
misstatement (whether or not due to fraud) that we identified. These matters included those which had the 
greatest effect on: the overall audit strategy, the allocation of resources in the audit; and directing the efforts 
of the engagement team. 
 
These matters were addressed in the context of our audit of the financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters. 
 

5.1. Use of the going concern basis of accounting   

Key audit matter 
description 

The use of the going concern basis of accounting has become a key audit matter as 
a result of the macroeconomic challenges experienced in the Egyptian economy to 
which the Bank has significant direct and indirect exposure. The economic conditions 
deteriorated throughout 2022, which led to the involvement of the International 
Monetary Fund in December 2022.  
 
The Bank is a separate legal entity in the UK regulated by the Prudential Regulation 
Authority (“PRA”). Our consideration of its ability to continue as a going concern is 
primarily focused on the level of liquidity and capital of this entity, with reference to 
future profitability, cashflows and the ability to meet regulatory requirements. 
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Whilst no default event was noted as at the year-end, the outlook for the economy 
remains uncertain. This may have an impact on the Bank’s profitability, capital, 
liquidity and operations. In response, management have applied measures and 
prepared in-depth going concern analysis which included consideration of 
reasonable possible stress scenarios, including stresses in response to the 
macroeconomic condition in Egypt. The results of this assessment indicate sufficient 
headroom in the Bank’s financial position in the event of downturn scenarios. 
Therefore, management have concluded that the use of the going concern basis of 
accounting is appropriate. 
  
Management disclosures information about going concern in the accounting policies 
in note 1 to the financial statements.    

How the scope of our 
audit responded to the 
key audit matter 

We completed the following procedures in relation to use of the going concern basis 
of accounting: 
• obtained an understanding of management’s going concern review process; 
• evaluated management’s judgement paper, identifying the assumptions 

applied in the going concern assessment and testing the mechanical accuracy 
of the underlying data; 

• performed sensitivity analysis on the key assumptions applied within 
management’s judgement paper including forecasts, particularly in relation to 
potential effect upon the bank’s capital; 

• tested of clerical accuracy of those forecasts and assessing historical accuracy 
of forecasts prepared by management; 

• assessed management’s going concern assessment including the ICAAP and 
ILAAP with involvement of our in-house prudential risk specialists to assess 
management’s capital and liquidity projections and the results of 
management’s capital reverse stress testing; 

• evaluated external information, such as economic reports and relevant market 
data on the macroeconomic situation in Egypt and assessed management’s 
analysis on the on the potential impact on the Bank of sovereign related credit 
event; 

• performed other audit procedures including management enquiries and review 
of regulatory correspondence to test management’s conclusions; and 

• evaluated the appropriateness of the going concern disclosures in Note 1 of the 
financial statements.  

Key observations Based on the work performed we are satisfied that the adoption of the going concern 
basis of accounting and the disclosure in respect of the company’s ability to continue 
as a going concern are appropriate.  

 
 

5.2. Loan loss provisioning on loans and advances to customers  

Key audit matter 
description 

Loan loss  provisioning is an area where significant management judgement is applied 
in determining the necessity for, and the size of the impairment. Therefore, we 
determined that a potential risk of fraud lies within loan loss provisioning.  
Management has determined that the Loans and advances to customers balance of 
£46.5m (2021: £37.2m) does not require an impairment provision at year-end (2021: 
nil).  
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Management discloses information about credit risk in the Strategic Report as well 
as in the Notes to the Financial Statements (Note 1 – Accounting Policies and Note 6 
– Provision for bad & doubtful debts) 

How the scope of our 
audit responded to the 
key audit matter 

As part of our audit work: 
• we obtained an understanding of the company's risk management and 

monitoring processes and relevant controls around loan loss  provisioning. We 
also obtained an understanding of the relevant controls surrounding the 
lending and loan loss provisioning cycle; 

• we assessed the completeness of loan loss provisions by assessing all loans held 
by the company and assessed whether the company’s decision for not 
providing a specific provision in respect of each loan or a collective provision for 
the loan portfolio was reasonable. We evaluated  management’s assessment 
considering the impairment indicators as described by FRS 102 as well as 
considering the change in the Egyptian macroeconomic environment to which 
many of the company’s customers are exposed; and 

• we assessed the financial statement disclosures relating to the provisions to 
evaluate compliance with FRS 102. 

Key observations Based on the work performed, we concluded that the loan loss provisioning is 
appropriate.   

 

1. Our application of materiality 

1.1. Materiality 
We define materiality as the magnitude of misstatement in the financial statements that makes it probable 
that the economic decisions of a reasonably knowledgeable person would be changed or influenced. We use 
materiality both in planning the scope of our audit work and in evaluating the results of our work. 
Based on our professional judgement, we determined materiality for the financial statements as a whole as 
follows: 

Materiality £1,575k (2021: £773k) 

Basis for 
determining 
materiality 

1% of net assets (2021: 0.5% of net assets)  
We have increased the input factor due to professional judgement. There has been no 
history of material misstatement that may impact the users of financial statement. 

Rationale for the 
benchmark 
applied 

We have used ‘Net assets’ as the benchmark for the determination of audit materiality 
in the current period. This approach has been chosen taking into account the following 
key factors: 

• net assets is a key metric within the financial statements that the users, being the 
owners of the Bank, tend to focus on when evaluating the Bank’s performance on 
a periodic basis; and 

• net assets is a more stable benchmark considering the volatility in the Bank’s 
results on annual basis and is also a basis for regulatory capital. 
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1.2. Performance materiality 

We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate, 
uncorrected and undetected misstatements exceed the materiality for the financial statements as a whole. 
Performance materiality was set at 70% of materiality for the 2022 audit (2021: 70%). In determining 
performance materiality, we considered the following factors: 

a. the quality of the control environment; and 
b. our past experience of audit, which has indicated a low number of corrected and uncorrected 

misstatements in prior periods. 
 

1.3. Error reporting threshold 
We agreed with the Audit Committee that we would report to the Committee all audit differences in excess 
of £78k (2021: £37k), as well as differences below that threshold that, in our view, warranted reporting on 
qualitative grounds. We also report to the Audit Committee on disclosure matters that we identified when 
assessing the overall presentation of the financial statements. 

2. An overview of the scope of our audit 

2.1. Scoping 
Our audit was scoped by obtaining an understanding of the entity and its environment, including internal 
control, and assessing the risks of material misstatement. Audit work to respond to the risks of material 
misstatement was performed directly by the audit engagement team. 
Our risk assessment included considering the size, composition and qualitative factors relating to account 
balances, classes of transactions and disclosures. 
 

2.2. Our consideration of the control environment  
 

We have tested controls over interest income, interest expense and customer deposits with the involvement 
of IT specialists, including the IT automated controls to take a control reliance approach for the year ended 31 
December 2022.  

 
We performed a fully substantive based audit with no controls reliance for the remaining sections. However, 
with the involvement of IT specialists, we obtained an understanding of relevant controls relating to significant 
risk areas, including the IT controls. This was performed over the key IT system to support an understanding 
of the controls environment. 

 
2.3. Our consideration of climate-related risks  

In planning our audit, we have considered the potential impact of climate change on the Bank’s business and 
its financial statements. The Bank continues to develop its assessment of the potential impacts of 
environmental, social and governance (“ESG”) related risks, including climate change, as outlined on page 2. 

Net assets £158m Materiality £1.575m

Audit Committee 
reporting threshold 

£0.078m

Net assets

Materiality
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As a part of our audit, we have held discussions with the Bank management to understand the process of 
identifying climate-related risks, the determination of mitigating actions and the impact on the Bank’s financial 
statements.  
We read the climate related disclosures on the Chairman’s Statement on page 2 to consider whether they are 
materially consistent with the financial statements and our knowledge obtained in the audit. 

3. Other information 

The other information comprises the information included in the annual report, other than the financial 
statements and our auditor’s report thereon. The directors are responsible for the other information 
contained within the annual report. 
Our opinion on the financial statements does not cover the other information and, except to the extent 
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. 
Our responsibility is to read the other information and, in doing so, consider whether the other information is 
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or 
otherwise appears to be materially misstated. 
If we identify such material inconsistencies or apparent material misstatements, we are required to determine 
whether this gives rise to a material misstatement in the financial statements themselves. If, based on the 
work we have performed, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. 

We have nothing to report in this regard. 

4. Responsibilities of directors 

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such 
internal control as the directors determine is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 
In preparing the financial statements, the directors are responsible for assessing the company’s ability to 
continue as a going concern, disclosing as applicable, matters related to going concern and using the going 
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, 
or have no realistic alternative but to do so. 

5. Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these financial statements. 
A further description of our responsibilities for the audit of the financial statements is located on the FRC’s 
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report. 

6. Extent to which the audit was considered capable of detecting irregularities, 
including fraud 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design 
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of 
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities, 
including fraud is detailed below. 

http://www.frc.org.uk/auditorsresponsibilities
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6.1. Identifying and assessing potential risks related to irregularities 

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-
compliance with laws and regulations, we considered the following: 

• the nature of the industry and sector, control environment and business performance including the 
design of the company’s remuneration policies, key drivers for directors’ remuneration, bonus levels 
and performance targets; 

• results of our enquiries of management, internal audit, Money Laundering Reporting Officer, the 
directors and the audit committee about their own identification and assessment of the risks of 
irregularities, including those that are specific to the company’s sector; 

• any matters we identified having obtained and reviewed the company’s documentation of their 
policies and procedures relating to: 
o identifying, evaluating and complying with laws and regulations and whether they were aware of 

any instances of non-compliance; 
o detecting and responding to the risks of fraud and whether they have knowledge of any actual, 

suspected or alleged fraud; 
o the internal controls established to mitigate risks of fraud or non-compliance with laws and 

regulations; 
• the matters discussed among the audit engagement team and relevant internal specialists, including 

valuations, IT and, credit specialists regarding how and where fraud might occur in the financial 
statements and any potential indicators of fraud. 

As a result of these procedures, we considered the opportunities and incentives that may exist within the 
organisation for fraud and identified the greatest potential for fraud in the following areas: loan loss 
provisioning on loans and advances to customers. In common with all audits under ISAs (UK), we are also 
required to perform specific procedures to respond to the risk of management override. 
 
We also obtained an understanding of the legal and regulatory framework that the company operates in, 
focusing on provisions of those laws and regulations that had a direct effect on the determination of material 
amounts and disclosures in the financial statements. The key laws and regulations we considered in this 
context included the UK Companies Act, pensions legislation and tax legislation. 
 
In addition, we considered provisions of other laws and regulations that do not have a direct effect on the 
financial statements but compliance with which may be fundamental to the company’s ability to operate or to 
avoid a material penalty. These included the relevant provisions of the Prudential Regulation Authority (PRA) 
Rulebook, the Financial Conduct Authority (FCA) Handbook. 
 
 

6.2. Audit response to risks identified 
As a result of performing the above, we identified loan loss provisioning on loans and advances to customers 
as a key audit matter related to the potential risk of fraud. The key audit matters section of our report explains 
the matter in more detail and also describes the specific procedures we performed in response to that key 
audit matter.  
In addition to the above, our procedures to respond to risks identified included the following: 

• reviewing the financial statement disclosures and testing to supporting documentation to assess 
compliance with provisions of relevant laws and regulations described as having a direct effect on 
the financial statements; 

• enquiring of management and external legal counsel concerning actual and potential litigation and 
claims; 

• performing analytical procedures to identify any unusual or unexpected relationships that may 
indicate risks of material misstatement due to fraud; 
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• reading minutes of meetings of those charged with governance, reviewing internal audit reports and 
reviewing correspondence with FCA and PRA; and 

• in addressing the risk of fraud through management override of controls, testing the 
appropriateness of journal entries and other adjustments; assessing whether the judgements made 
in making accounting estimates are indicative of a potential bias; and evaluating the business 
rationale of any significant transactions that are unusual or outside the normal course of business. 

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement 
team members including internal specialists, and remained alert to any indications of fraud or non-compliance 
with laws and regulations throughout the audit. 
 

Report on other legal and regulatory requirements 

7. Opinions on other matters prescribed by the Companies Act 2006 

In our opinion, based on the work undertaken in the course of the audit: 
• the information given in the strategic report and the directors’ report for the financial year for which 

the financial statements are prepared is consistent with the financial statements; and 
• the strategic report and the directors’ report have been prepared in accordance with applicable legal 

requirements. 

In the light of the knowledge and understanding of the company and its environment obtained in the course 
of the audit, we have not identified any material misstatements in the strategic report or the directors’ report. 

8. Opinion on other matter prescribed by the Capital Requirements (Country-by-
Country Reporting) Regulations 2013 

In our opinion the information given in note 29 to the financial statements for the financial year ended 31 
December 2022 has been properly prepared, in all material respects, in accordance with the Capital 
Requirements (Country-by Country Reporting) Regulations 2013. 

9. Matters on which we are required to report by exception 

9.1. Adequacy of explanations received and accounting records 
Under the Companies Act 2006 we are required to report to you if, in our opinion: 

• we have not received all the information and explanations we require for our audit; or 
• 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 in agreement with the accounting records and returns. 

We have nothing to report in respect of these matters. 

 
 

9.2. Directors’ remuneration 
Under the Companies Act 2006 we are also required to report if in our opinion certain disclosures of directors’ 
remuneration have not been made. 

We have nothing to report in respect of this matter. 
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10. Other matters which we are required to address 

10.1. Auditor tenure 
Following the recommendation of the audit committee, we were appointed by the board of directors on 11 
May 2010 to audit the financial statements for the year ending 30 June 2010 and subsequent financial periods. 
The period of total uninterrupted engagement including previous renewals and reappointments of the firm is 
13 years, covering the years ending 30 June 2010 to 31 December 2022. 
 

10.2. Consistency of the audit report with the additional report to the audit committee 
Our audit opinion is consistent with the additional report to the audit committee we are required to provide 
in accordance with ISAs (UK). 

11. Use of our report 

This report is made solely to the company’s members, as a body, in 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 are required to state to them in an auditor’s report and for no other purpose. 
To the fullest extent permitted by law, we do not accept or assume responsibility 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. 
 
 
 
 
David Roberts, FCA (Senior statutory auditor) 
For and on behalf of Deloitte LLP 
Statutory Auditor 
London, United Kingdom 
30 May 2023 
  






















































	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




