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I THE EXECUTIVE SUMMARY

After the Houthis destroyed the banks, and since the banking sector is governed|b)j
international rules and agreements for compliance, the Houthis turned to exchange
companies and resorted to various methods to tighten control over exchange comy
panies and utilize them for their own benefit.

The Iran-backed militias forced the exchange companies, which were operating beg

fore the Houthi coup, to conduct their financial transactions away from any interna-
tional or local oversight. They assigned them financial tasks, such as collecting fees,
paying salaries to militia members, and distributing cash aid to their members and
the families of those killed, among other responsibilities.

The Houthis use exchange companies to disburse funds and financial allocations for
their leaders and members.
The Houthis collect hundreds of billions of riyals annually from companies, firms,

and exchange companies in their controlled areas in exchange for taxes, Zakat (ls-
lamic alms), license renewals, and government fees.

They force companies, firms, and exchange companies to pay large sums of money
to finance their sectarian festivals and events all year round.
Afterwards, the Houthis directed their efforts towards establishing their own finan-

cial network and system, separate from the existing companies which were subse-
quently subjected to harassment, persecution, kidnappings, looting, and extortion.

The new Houthi network was used in financial transactions with Iranian-backed
militias in the region to smuggle and transfer money, purchase weapons, and drugs.
Continued support of the Houthis for their own currency exchange companies and

undermining the banking and financial sector threatens the collapse of what re-
mains of the Yemeni economy.

The continued expansion of the Houthis in exchange companies helps them evade

international supervision and contributes to the growth of terrorism financing and
the perpetuation of the war.

This report is a continuation of the “Yemen Regain” Initiative’'s series of research on



l THE BANKING SECTOR IN YEMEN

The total number of licensed exchange companies in Houthi-controlled areas by the
end of 2023 reached approximately 1122 companies and exchange facilities, including
947 licenses for individual exchange offices and 175 exchange companies.

In Aden, the Central Bank of Yemen (CBY) has granted
licenses to 96 exchange companies, 215 individual ex-
change facilities, and 55 exchange agents in remote ar-
eas, bringing the total number of exchange companies
and facilities in the liberated provinces to 366.

Exchange companies operating in Yemen are considered
quasi-official channels for transfers, as their establish-
mentand continuity are carried outaccording to alicense
from the Central Bank of Yemen. However, their com-
pliance with Law No. 20 of 1995 and its amendments
by Law No. 15 of 1996 regarding the regulation of ex- |
change operations, as well as their compliance with the
instructions issued by the (CBY) in Aden is questionable. | =
Ea

-
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Its activities and operations in practical reality are not
completely subject to the supervision and monitoring of the (CBY) and other relevant
official authorities. Reports indicate the prevalence of money transfer activities by in-
dividual exchange offices, whose activities are limited by law to buying and selling for-
eign currency, in addition to the presence of other individuals practicing these activi-
ties without any licenses.

The team of “Yemen Regain’, has found that these exchange companies do not bene-
fit from the money flowing through exchange companies, especially foreign currency.
They also do not use their accumulated funds to finance direct commercial bank needs

or development projects, which affects the stability of the exchange rate. Additional-
ly, a portion of the expatriates’ and workers' funds abroad do not enter the country
to be monitored and tracked. Instead, they are invested outside Yemen or deposited
in foreign banks in Iran, Iraq, Syria, Lebanon, Venezuela, and Turkey. In the best case
scenario, they enter the country as goods through land outlets with Saudi Arabia and
Oman, and by sea through the port of Hodeidah.



l HOUTHIS' CASH TURNOVER VOLUME

The cash turnover volume in Houthi-controlled areas is estimated at YR9.07 trillion,
accounting for 80% of the total cash supply of YR11.349 trillion, according to the Ye-
meni Central Bank's report in Aden for September 2023. This volume is distributed

among commercial and Islamic banks, currency exchange companies in Houthi-con-
trolled areas.

Exchange companies hold approximately YR4.15 trillion, distributed as follows:
m YR2.15 trillion.

m $3.7 billion (532 riyals/dollar).

The total cash and near-cash in Houthi-controlled areas amounts to $7.4 billion.

The cash mass of the Yemeni rial in the market is YR3.813 trillion, including:

m YR3.529 trillion circulating outside banks.

m YR2.15 trillion in the old edition (Sanaa’s edition is 1.375 trillion until September
2016 and Aden’s edition is 775 billion until February 2018).




| THE BANKING SECTOR IN YEMEN

Since the Houthi coup on the state and their control over the banking sector, they have
carried out systematic violations against exchange companies. These violations includ-
ed arrests, raids, confiscation, looting of funds, and various forms of pressure, with the
aim of using exchange companies to implement their agendas, eliminate those com-
panies, push them into bankruptcy, and replace them with alternative companies loyal
to them.

As recently highlighted, there have been systematic violations by the Houthis against
exchange companies and traditional expatriate agents through various methods. This
includes increasing the value of licenses and cash guarantees at the central bank
branch in Sanaa, as well as forcing exchange companies transfer all uncollected ex-
ternal transfers (forgotten transfers) to a special account at the central bank branch in
Sanaa, which is controlled by the Houthis. They have also issued directives that con-
travene the Exchange Business Regulation Law No. 20 of 1995 and its amendments,
and have obliged exchange companies to submit daily lists with the full names of ben-
eficiaries of external transfers.
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| THE BANKING SECTOR IN YEMEN

All incoming external transfers owned by Houthi opponents have been confiscated,
and their families have been blackmailed and imprisoned in multiple cases.

The Houthis have temporarily closed many exchange companies in their controlled ar-
eas and extorted them by imposing hefty fines. They also used these companies to
finance the militias and established a special prison for exchange dealers. Additionally,
they created a department within the security and intelligence apparatus dedicated to
suppressing exchange dealers.

The Houthis' most prominent violations against exchange companies include pressur-
ing traditional exchange companies to transfer Iranian money and engage in illegal
and suspicious Iranian oil trade. They have also exerted pressure on many traditional
exchange companies to reduce their activity in favor of Houthi exchange companies
that have emerged in the past four years, such as Al-Rawdhah Company, Al-Ridhwan
Company, Al-Nile Company, and others.




THE GRADUAL TRANSFORMATION TO
HOUTHISIZE THE BANKING SECTOR

The Houthi militias managed to gradually infiltrate the parallel banking sector by ini-
tially exploiting already existing companies that had a real presence before the Houthi
coup in 2016.

The Houthis, at the beginning of their coup, exploited government, commercial, and
Islamic banks because the operation of banks is subject to international rules and reg-
ulations, as well as their external relationships. Therefore, the Houthis turned to local
exchange networks, which do not have international oversight.

Some famous companies and well-known money transfer networks that the Houthis
were able to exploit (for example); Swaid Exchange Company and Al-Montab Brothers
Exchange Company.

The Houthis have exploited a number of exchange companies to varying degrees de-
pending on the size of the company. They have utilized the infrastructure of these
networks to collect their revenues and transfer them to their own accountsin some
Yemeni banks, especially the Cooperative and Agricultural Credit Bank (CAC Bank)
branch in Sanaa. Some of these accounts were allocated to finance oil derivatives
used in the war against Yemenis and to fund their war against the Yemeni peo-




THE GRADUAL TRANSFORMATION TO
HOUTHISIZE THE BANKING SECTOR

m The Houthi exploitation of these companies continued until they established and
built their own financial networks, which will be explained later in this report.

m After analyzing and investigating the information and reports that the research
team of “Yemen Regain’ obtained, it became evident that the Houthis continue to
establish numerous currency exchange companies and facilities under different
names with the aim of evading international sanctions and oversight.

m In the recent period, a number of Houthi-affiliated companies operating in the ex-
change sector have been included in the US sanctions lists. However, the Houthis
have granted licenses to new companies to carry out the same tasks. Therefore, it is
necessary to target individuals who manage the licensing and authorization within
the militias to prevent them from employing this sector.




| HOUTHI EXCHANGE COMPANIES

After the Houthis took advantage of existing financial companies, they later estab-
lished their own network, including Al-Ridhwan Exchange and Transfers Company.

Al-Ridhwan Exchange and Transfer Company:

It was established under a founding contract issued on 27-3-2019 and was illegally
licensed by the Central Bank in Sanaa with license number 347/2019.

The company’s main headquarters is located on Al-Nasr Street in Sanaa, and it op-
erates in the Republic of Yemen through its main center in the capital Sanaa and its
branches in Saada and Hodeidabh.

The founder of the company is Mohammed Abdullah Nasser Hussein Sawad, a well-
known Houthi leader. However, he later relinquished control of the company to Abdul-
majeed Abdullah Ahsan Dabash and Ali Mohammed Ahmed Al-Fagih in 2022. Al-Fag-
ih is considered the financial arm of Houthi leader Mohammed AbdulSalam. “Yemen
Regain’ had previously revealed in its reports the connection of Al-Fagih's name to
the establishment of many companies involved in oil imports for the benefit of Houthi
militias.

The company is one of the investments of the Houthi Ministry of Defense, overseen
by the leader Mohammed Al-Talibi, and operates in the field of converting salaries of
some Houthi military sectors and financing weapons purchases.
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| HOUTHI EXCHANGE COMPANIES

There is a dedicated account for the Yemeni Economic Institution, which is affiliated
with the Houthi Ministry of Defense and considered a partner of Al-Ridhwan Company.

Through reviewing the company’s financial center, it becomes apparent that it utilizes
its depositors’ funds to finance the Houthi war, as the company suffers from a com-
plete liquidity shortage.

As we can see, the company is suffering from a liquidity crisis, as most of its obligations
towards customers are distributed to debtors and unknown accounts with balances in
Yemeni riyals in the (CBY) in Sanaa. This confirms the current lack of foreign currency in
Houthi-controlled areas, where the militias force customers to receive their transfers
in foreign currency equivalent in Yemeni riyals at an unrealistic and illogical exchange
rate that does not correspond to the rising prices and inflation rate.

The audit balance for Al-Ridhwan Company on December 31, 2022, showed the fol-
lowing data:

Statement Amount Eq
Cash on hand (USD) 470,603,840.00 840,364.00
Company obligations (USD) 3,612,606,282.00 6,451,082.65
\_ Deficit in foreign currencies 5,610,718.65 )

9

A simple glance at the above data reveals that the pur-
pose of the Houthis in establishing exchange companies
is to deplete foreign currencies in order to cover the pur-
chase of weapons and transfers to other militias in the
region.
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Trade Name Al-Ridhwan Exchange Company

Date of Foundation 2019

Commercial Registration No 6478/21

Central bank license number

Paid-in-capital YR500 miillion

The real sponsor of the company Houthi Ministry of Defence

Houthi Supervisor Mohammed Al-Talibi
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| HOUTHI EXCHANGE COMPANIES

Al-Nile Exchange and Transfer Company:

Al-Nile Exchange and Transfer Company (Taha Hussein Al-Kibsi), is a cooperative com-
pany that was previously known as Al-Nile Exchange and Transfer Company (Abdullah
Khawlani and his Partner).

Al-Nile Company was established in accordance with the Companies Law and its
amendments in the year 2021, where the transfer of ownership of the company was
documented from Abdullah Hussein Khawlan to the ownership of Taha Hussein Sharaf
Al-Kibsi and Hamza Ali Mohammed Al-Kahlani.

The company'’s activity focuses on supporting the military aspect.

The company is suffering from a liquidity crisis, as most of its obligations towards
customers are distributed to debtors and unknown accounts with balances in Yeme-
ni rivals in the (CBY) in Sanaa. This confirms the current lack of foreign currency in
Houthi-controlled areas, where the militias force customers to receive their transfers
in foreign currency equivalent in Yemeni riyals at an unrealistic and illogical exchange
rate that does not correspond to the rising prices and inflation rate.

The company uses depositors’ funds for money laundering and financing militias' trade
abroad.

The audit balance for Al-Nile Company on December 31, showed the following data:

Statement Amount Eq
Cash on hand (USD) 1,217,721,156.00 2,174,502.06
Company obligations (USD) 12,019,573,536.00 21,463,524.17
\_ Deficit in foreign currencies -19,289,022.11 )

A simple glance at the above data reveals that the pur-

pose of the Houthis in establishing exchange companies
is to deplete foreign currencies in order to cover the pur-
chase of weapons and transfers to other militias in the
region.
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Al-Rawdha Exchange and Transfer Company:

Founded in 2019, the company operates in providing financial and banking services.
Since its establishment, the company has been able to dominate a significant portion
of the exchange and banking business market. It owns 7 branches and has 250 internal
and external agents, serving 10,000 clients, including major oil derivatives importers
and some prominent traders. The company specializes in domestic and international
transfers, buying and selling foreign currencies, cash settlement, and mobile money
transfers. It directly follows the leader of the militias, Abdul Malik Al-Houthi.

One of the prominent activities of Al-Rawdha Company is the import of petroleum de-
rivatives and military spending for Houthi militias. They also control a significant por-
tion of internal transfers in areas under the control of the militias, as well as a portion
of official and unofficial external transfers. Additionally, they send money abroad, es-
pecially to Europe and America, to activists, journalists, and politicians affiliated with
the Houthis.

Al Rawdha company'’s assets increased to YR73,284,929,134 by the end of the fiscal
year 2022 compared to YR36,248,943,830 by the end of 2021, with an increase of
102%. The cash and bank balance, including the equivalent, also increased to YR46.45
billion by the end of 2022 compared to YR13.55 billion by the end of 2021, with an
increase of 242%. Additionally, the balance of customers’ and exchange agents’ debts
increased to YR26.15 billion by the end of 2022 compared to YR22.54 billion by the
end of 2021, with an increase of 16%.

This increase is attributed to the growing dominance of newly established Houthi ex-
change companies over the traditional exchange sector in Yemen.




capa Blal dslpall

dslpall gliad @le @igall SgaiwXl

| HOUTHI EXCHANGE COMPANIES

The cash balance and its equivalent in the exchange sector constitute around 60% for
merchants of petroleum derivatives and 40% for other traders and transfers from ex-

patriates.

These indicators increase liquidity risks for traditional exchange companies. These
risks include the extent to which exchange companies are able to fulfill their obliga-
tions on their due dates, as well as the inability of exchange companies to mobilize
some funds at reasonable rates within a reasonable timeframe. Additionally, there is a
significant difference in exchange rates between militia-controlled areas and govern-

ment-control areas.

THIS TABLE ILLUSTRATES THE AMOUNT OF MONEY THAT THE HOUTHIS COLLECTED
FROM THE EXCHANGE SECTOR DURING THE FISCAL YEAR 2022

Statement

Al-Montab Brothers Exchange and

Houthi do-
nations and

festivals

Govern-
mental
fees

CBY
licensing
fees

&

21,889,000 | 5,560,000 | 66,365,000 16,679,000 | 110,493,000
Transfer Company
Al-“‘Amiri Exchange and Transfer |, coc 66 | 17.909,016 | 10,016,970 5,700,000 | 35,291,886
Company
Rashad Buheer Exchange and 191,551,907 | 18,743,354 | 83,633,902 | 11,309,799 305,238,963
Transfer Company - Al-Najm
Al-Nu’aman Exchange Company 5,733,918 7,925,542 2,205,784 | 10,052,964 | 8,860,000 @ 34,778,208
Al-Nokbah Exchange Company 5,130,188 2,485,428 6,771,750 14,387,366
AlRawdha Exchange and Transfers | ;. 308 | 7961008 | 8,088,000 4,832,050 | 28,003,456
Company
Al-Nile Exchange and Transfers 5,549,481 1,806,600 | 3,754,340 19,610,421
Company
Total 172,116,256 | 31,888,853

J
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MOST PROMINENT HOUTHI EXCHANGE
COMPANIES AND SHOPS

Name of the Commercial
Company

The Owner

Mohammed Ali Mohammed

1 Al-Rawdha Eé(cc,:‘anagne and Transfer Al-Houri and Yasser Ali Thescaarp:lat:l of
pany Mohammed Al-Houri

) Al-Ridhwan Exchange and Transfer Abdul Majeed Abdullah Dabash The capital of
Company and his partner Sanaa

3 Al-Nile Express Company for Ex- Taha Al-Kibsi and Hamza The capital of
change and Money Transfers Al-Kahlani Sanaa

4 International Express Exchange Naji Al-Quaisi and Hussein The capital of
Company Al-Mutai’i Sanaa

5 Happy Land Company for Exchange Ahmed Fatah and his partner The capital of
and Money Transfers Sanaa

\6 Light Exchange Company )




l RECOMMENDATIONS

m Activating the information gathering unit in the (CBY) to track fake (ghost) exchange
companies and monitor their transfers in government-controlled areas and any
transfers they make abroad.

m Establishment of local sanctions lists, where companies established by the Houthis
through the branch of the (CBY) in Sanaa are included, as well as their owners and
managers, and those lists must be circulated internationally.

m Creating a conducive environment to attract reputable currency exchange compa-
nies to relocate their centers from Houthi-controlled areas to government-con-
trolled areas.

m We recommend the (CBY) to provide the necessary facilities for the transfer opera-
tions of legal exchange companies to government-controlled areas.

m We recommend the Yemeni government to activate the information exchange to
monitor the smuggling of funds through the ports that feed the balances of Houthi
exchange companies abroad.

m Accommodating the Transfers of Yemeni expatriates, especially in Gulf countries.
m Activating the role of commercial and Islamic banks.

m The (CBY)is required to restrict the role of all exchange companies to their designat-
ed purposes according to the law, which involve buying and selling currencies and
supplying them to the banks.

m Converting the companies mentioned in the reports to the public prosecutor’s office
on charges of money laundering, financing terrorism, and damaging the national
economy.
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