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Bank of Alexandria

(Egyptian Joint Stock Company)

Balance Sheet
As at 31 December Q007

ASSETS

Cash and balances with the Central Bank of Egypt

Due from banks

Treasury bills and other bills eligible for rediscounting with the CBE

Trading investments

Available -for- sale investments

Loans fo customers and banks (net of provision)
Held -to- maturity investments

Investments in associates

Receivables - sale of investments

Debit balances and other assets (net)

Fixed assets (net of accumulated depreciation)

Total Assets

LIABILITIES & SHAREHOLDERS' EQUITY

Due to banks

Customers' deposits

Credit balances and other liabilities
Long term loans

Other provisions

Total Liabilities

Shareholders' Equity

Issued & paid-in capital

Reserves

Shareholders' equity

Net profit for the year )

Total shareholders’ equity (including net profit for the period)
Total shareholders’ equity & liabilities

Contingent Liabilities & Commitments
Liabilities for letters of guarantee,

documentary credits and other commitments

31/12/2007
LE.

458 190 843
16 785698 114
3863316718
1156 860 575
2418 937 206
10 196 506 560
1 676 900 941
15 022 900

24 090 009
870292 444
153 677 272

31/12/2006
LE,

2737441 258
5643 871 915
6 606 434 191
1467 434 462
3733117350
8561154775
1 730 846 612
15022 900
30 671 049
553777 513
143 044 382

37619 493 582

31222816407

2 492 888 369
31023 378 771
704 476 578
311 658 520
736 791 366

1143 758 467
26 269 358 932
755322230
662 713 530
719498 075

35269 193 604

29 552651 234

800 GO0 000 800 000 000

869 083 922 870 165 173
1 669 083 922 1670165 173

681 216 056 .
2350299978 1670165173

37 619 493 582

31222816 407

2598 404 694

2417 470725




Bank of Alexandria

(Egyptian Joint Stock Company)

Income Statement

For the year ended 31 December 2007

--For the year

- - ended

- - For the year -
_ _ oo cended
31/12/2007 = .

- 31/12/2006 -

Interest income

with the CBE and bonds

Less: Interest expense

Income from treasury bills, other bills eligible for rediscounting

1700 962 935

017 432 911
(1 974 076 596)

1244 424 248

1114 960372

(1 982 761 547)

Net interest income -

T aaisionn| | meeaon
Add:
Fee and commission income 238 910 409 250 983 629
Dividend income 133 036 151 65 391 971
Gains arising from foreign currencies transactions 22 741 484 14 680 833
Gains arising from sale of investments 85 768 089 3336313 992
Valuation differences arising from trading investments 241 330 225 88 711 345
Other operating income 14 178 170 54 626 433
Net operating income 1380283868 | . 4187331276
Less:
Provisions (177 139 311) (1395 884 510)
Valuation differences of other investments 28 845 296 {47 700 611)
General administrative expenses, depreciation and amortization { 561 763 094) {577 595 869)
Operatingprofits . . - 670226 759- . "2166150 286
Non operating income 10 989 297 26 153
Netproﬁtfortheperlod R 681216086 [ 216617




Notes to the
Balance Sheet



BALANCE SHEET
As at 31° December, 2007

- Total of the balance sheet statement on 31/12/2007 is EGP 37 619 m
against EGP 31 223 m on 31/12/2006 with an increase of EGP 6 396m.
(a growth rate of 20.5%). The following are the most impértant
changes of assets, liabilities and shareholders equity at the balance
sheet :-

First : Assets

(In EGP million)

Statement 31/12/2007 | 31/12/2006 The Change

Value |% |Value | % Value | %
Cash and due from CBE _ 458 | 1.2 2738 88| (2280)( (83.3)
Due from banks 16786 | 44.6 5644 181 11142 1974
Treasury bills and other eligible bills 3863 10.3 6 606 21.2 | (2743)| (41.5)
discountable at CBE
Financial investments held for trading 1156 — 3.1 1467 4.7 (311) | (21.2)
Financial investments available for sale 2419 | 64 3733 119 (1314)| (35.2)
Loans to customers and banks (net of | 10197 | 27.1 8 561 274 1636 19.1
provisions)
Financial investments held to maturity 1677 | 4.5 1731 55 (54) (3.1)
Financial investments in affiliates and 15 - 15 - - -
joint ventures
Financial investments sale debtors 24| 0.1 31 0.1 (7) | (22.6)
Debit balances and other assets 870 | 2.3 554| 1.8 316 | 57.0
Fixed assets (net of accumulated 154 | 04 143 0.5 11 7.7
depreciation)
Total assets 37619 | 100 | 31223 100 6396 | 205




The most important changes in assets elements
Cash and due from the CBE :
Decrease of balances for the comparative term by about EGP 2 280 m is due to the
following:
® Decrease of local currency reserve balances due from CBE by about EGP2 355 m.
¢ Increase of the cash balance by about EGP 75 m.

Due from banks

Increase of balances for the comparative term by about EGP 11 142 m is due to the
following:

EGPm
e Due from CBE 11 345
¢ Due from foreign banks (202)
e Due from local banks (1)

11 142

Treasury bills and other eligible bills
On 31/12/07,the balance reached EGP 3 863 m compared to EGP 6 606 m on 31/12/06

by a decrease of EGP 2 743 m which is represented as follows :

In EGP m
31/12/07 31/12/06 change
CBE's certificates of deposit - 3 480 (3 480)
Treasury bills 3 863 3126 731
3863 6 606 (2743)

Financial Investments held for trading
On 31/12/07,the balance of that portfolio totaled about EGP 1 156 m compared to

EGP1467 m on 31 /12 /06 by a decrease of EGP 311 m. which is represented as
follows:

InEGPm
31/12/07 31/12/06 change
Government Bonds 132 373 (241)
Mutual Funds Certificates 928 1008 (80)
Shares in Banks and companies 06 86 10
1156 1467 (311)

Financial Investments available for sale
On 31/12/07, the balance of that portfolio reached EGP 2 419 m compared to EGP 3 733 m on

31/12/06 by a decrease of EGP 1 314 m. mainly represented in investments in government
bonds

Loans to Customers and Banks

On 31/12/07, total loans reached EGP 12 592 m compared to EGP 10 990 m on

31/12/06 by an increase of EGP 1 602 m. This is due to the increase of loans and credit

facilities granted to private sector companies by EGP 650 m, with a growth rate of
8.4%, and to the household sector by EGP 520 m, with a growth rate of 18.4%. This

reflects the success of retail banking strategies adopled by the Bank management

compared to a decrease of loans granted to public business sector by EGP 68 m. This is

in addition to granting loans of EGP 500 m to banks to be repaid over seven years.

Balance of loans and credit facilities granted to private companies and household .
sectors totaled about EGP 11 777 m, representing 93.5% of the total loans.



On 31/12/07,unearned discount balance, accrued interests for the previous years and
loan and interest in suspense provision totaled EGP 2 395 m, compared to EGP 2 429 m
at the end of the last year. :

If unearned discount balance, accrued interests for the previous years, loan and interest
in suspense provision are excluded from loans balances & advances, loans net granted
on 31/12/07 totaled about EGP 10 197 m compared to EGP 8 561 m on 31/12/06 and by
an increase of EGP 1 636 m.

Financial investments held to maturity
On 31/12/07,that portfolio's balance totaled EGP 1 677 m compared to EGP 1 731 m on

31/12/06 by a decrease of EGP 54 m. This is represented in the decrease in the book
value of the investments in government bonds as a result of the decrease in USD
exchange rate. '

Financial investments in affiliates and subsigiaries
On 31/12/07 and 31/12/06,the balance of the portfolio totaled about EGP15m.

Financial investments sale debtors

On 31/12/07,the balance of this item totaled about EGP 24 m compared to EGP 31 m on
31/12/06. with a decrease of EGP 7 m. represented in the settlement by the National
Bank of Egypt ( proceeds of the sale of some financial investments ). The outstanding
balance is represented in the amount which has not yet been collected from the sale of
some of the financial investments to the National investment bank.

Debit Balances and other Asseis

On 31/12/07, this item totaled about EGP 870 m compared to EGP 554 m on 31/12/06.
with an increase of EGP 316 m mainly concentrated in the return on our bank’s deposits
with the CBE.

Fixed Assets

On31/12/07, this item totaled - net of accumulated depreciation - about EGP 154 m
compared to EGP 143 m on 31/12/06, by an increase of EGP 11 m. mainly represented
in lands and premises.



SECOND : LIABILITIES AND SHAREHOLDERS' EQUITY

{In EGP million)
31/12/2007 31/12/2006 The Change
Value | % Value | % Value |%
Due to banks 2493 6.6 1146 3.7 1347 117.5
Customers' deposits 31023 825 | 26270 84.2 4753 18.1
Credit balances and other 704 1.9 755 24 (51) (6.8)
liabilities
Dividends payable - - - - - -
Long- term liabilities 312 8 663 2.1 (351) { (52.9)
Othet provisions 737 2.0 719 2.3 18 25
Total liabilities 35 269 93.8| 29553 94.7 5716 19.3
Shareholders' equity
capital 800 2.1 800 2.5 - -
Reserves 869 2.3 870 2.8 (1| (0.1
Carried Forward losses - - -1 - - -
Total shareholders' equity 1669 4.4 1670 5.3 1| (0.1)
Net income for the period . 681 1.8 - - 681 0.0
Total shareholders' equity and net 2350 6.2 1670 5.3 680 40.7
income for the period
Total liabilities and shareholder's 37619 | 100.0| 31223| 100.0 6 396 20.5
equity
Contingent liabilities against L/G, 2598 2417 181 7.5
L/C and other commitments '

The following are the most important changes in liabilities and

shareholders equity:-
Due to banks:

Balances are increased for the term of comparison by EGP 1 347 m

as a result of the following:-

Due to local banks
Due to foreign banks




Customers Deposits
On 31/12/07,deposits totaled about EGP 31 023 m compared to EGP 26 270 m on

31/12/06, by an increase of BGP 4 753 m. This is mainly due to the decline in deposits
of financial intermediaries sector by EGP 5 240 m, the private and household sectors by
EGP 81 m, and other deposits by EGP 44 m. versus the decrease of the deposits of both
the Public business Sector by EGP 525 m. and the Public services sector by EGP 87 m.

Credit Balances and Other Liabilities
On 31/12/07, this item's balance totaled about EGP 704 compared to EGP 755 m on
31/12/06. '

Long Term Loans _
On 31/12/07, this item's balance totaled about EGP 312 m compared to EGP 663 m on
31712/06 by a decrease of EGP 351 m. mainly. concentrated in the prepayment of the
remaining amount (by EGP 285 m) of the loan from Citibank London.

Other provisions
On 31/12/07,0ther provisions balance totaled about EGP 737 m compared to EGP 719m

on 31/12/06, by an increase of EGP 18 m. Provisions are bolstered the F.Y. 2007
debited from the Income Statement by EGP 70 m ‘

Shareholders Equity and Net Profit of the Year

Shareholders’Equity amounted to EGP 2 350 m On 31/12/07 ( including the year profits
of EGP 681 m ) versus EGP 1 670 m on 31/12/06 ( Both balances include EGP 800 m
for the paid up capital).

Third: Contingent Liabilities and Commitments
On 31/12/07,this item totaled about EGP 2 598 m, compared to EGP 2 417 m on
31/12/06, by an increase of EGP181 m. This is due to the following: )

EGP/m
Letters of Guarantee 337
Letters of Credit (83)
Forward Contracts 21
Currency Swaps (129)
- Rediscounted bills 22
Interest Rate Swaps 55
181



Forth: Key Indicators Derived from the Balance Sheet

31/32/07 30/6/06
% %

Total loans / total deposits and Long term loans 40.2 40.8
Financial investments / total deposits 29.4 51.6
Net loans / total assets 27.1 27.4
Total liquid assets (*) / total deposits 55.6 31.9
Total shareholders equity / net loans 164 19.5
Total shareholders equity / total deposits 54 6.4
Total deposits / total Habilities and shareholders equity 82.5 84.1
Financial Ratios
Average cash ratio 142 14.1
(statutory ratio 14%)
Average local currency liquid ratio 20.6 47.8
(statutory ratio =20%)
Average foreign currency liquid ratio 26.6 30.6
(the stipulated ratio =25%)
Capital adequacy ratio 13.5 15.2

(*) Represents cash and due from banks.
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INCOME STATEMENT

Net profit (before provisions and gains on the sale of financial investments) for the FY
2007 reached about EGP772.5m versus EGP225.7m for the previous year with an
increase of EGP546.8m, a growth rate of 242.3%. The current year witnessed gains of

EGP85.8m on the sale of financial investments while the previous year witnessed
windfall profit of EGP3336.3m.

We provide hereafter comment on the income statement items:

First: Net operating income:

The ﬁet operating income (after eliminating financial investments profits effect) for the
current FY reached about EGP1294.5m versus EGP851.1m in the previous year with
an increase of EGP443.4m, a growth rate of 52.1%, according to the following

demonstration;

1- Net Interest Income

The spread between the received Interest Income and the paid up interest income

for the current FY reached nearly BEGP644.3m versus about EGP376.6 for the

previous year, with an increase of EGP267.7m, a growth rate of 71.1%, as a

result of the following : |

- Increase in the inferest on loans and due from banks by nearly
EGP456.6m compared to the previous year as a result of the increase in
the interest income from due from banks by nearly EGP283.2m (mainly
because of the increase in the average deposits balances in local currency
with banks) and in the interest on loans to customers and banks by
nearly EGP173.4m (represented in the interest income of about
EGP131.5m from customers' loans and interest income of about
EGP41.9m from loans to Banks).

- The interest on treasury bills and bonds for the current FY decreased by
néarly EGP197.6m compared to the previous year as a result of a
combination of a decrease in the interest on treasury bills by nearly
EGP162.4m and in the interest on bonds by EGP130.2m and an increase
of about EGP95.0m in the discount of the deposit'certificates and the
CBE's bonds.



Deposits and borrowing cost decrease by nearly EGP8.7m as a result of
a decrease in the interest expense paid to the customers by nearly
EGP189.6m and in the interest on the long term loans by about
EGP39.0m because of the pre-payment of the loan extended to our Bank
by Citibank — London while the interest expense paid to banks by nearly

EGP219.9m as a result of the increase in Interbank operations.

Fees and Commissions on Banking Services:

The Fees and Commissions on Banking services for the current FY reached

nearly BGP238.9m versus EGP251.0m for the previous year by a decrease of

BGP12.1m as result of the decrease in fees on banking services. .

Dividends received on shares and mutual fund certificates:

The Dividends received on shares and mutual fund certificates reached nearly

EGP133.0m for the current FY versus EGP65.4m for the previous year by an

increase of nearly EGP67.6m as result of the following

An increase of EGP91.2m in the mutual funds income (this is basically
in received dividends of about EGP78.0m and gains of EGP11.9m from
our Bank's stake in the mutual fund).

A decrease of EGP23.6m in the total share dividends (this is basically
because the previous year included dividends on shareholdings, mainly
in Misr Iran Development Bank of nearly EGP19.4m Alexandria
National for iron and steel of about EGP10.0m against zero dividends in
the current FY. This due to the sale of our Bank's stakes in such entities.
However, the current FY included dividends on shareholdings in
Afreximbank of about EGP2.3m, in BEgyptian International Fund
company of about EGP1.0m, in Misr Europe Bank of about EGPO0.6m,
in Egyptian International Pharmaceutical Industries Company "IPICo" of
about EGP0.3m and in Egyptian Financial & Industrial Company of

about EGP0.2m against zero dividends in the previous year).



4- Profits (losses) from Foreign Currency operations

The foreign currency operations profits for the current financial year increased
by EGP8m to EGP22.7m against EGP14.7m a year earlier as result of the

following :-

EGP4.8m increase in foreign currency transactions profits

EGP3.2m increase in positive differences from revaluating the foreign currency

balances.

5- Differences from revaluating financial investments held for trading :

The revaluation of the financial investments held for trading during the current year
revealed positive differences of EGP241.3m against EGP88.7m a year earlier i.e. an

increase of EGP152.6m, as a result of the following:

EGP/m
123.4 Differences from revaluating mutual funds' certificates
18.3 Differences from revaluating treasury bonds
10.9 Differences from revaluating shares

6- Income from other transactions

Income from other transactions during the current financial year reached nearly
EGP14.2m against EGP54.6m a year earlier with a decrease of EGP40.4m. Such
revenues are mainly represented is including amounts related to the previous year
versus no similar amounts during the current F.Y. The most important of such amounts
are:-

- Released provisions of EGP 7.9 m.

- Compensation interests as a result of the prepayment of bonds EGP 6.5 m.

- Increase of surplus in the provision of contingent liabilities by EGP 19.4 m.

- Increment of allowances and other benefits to the bank’s representatives in joint

ventures by EGP 3.3 m.

Second : - Expenses and provisions
1- Provisions:
Provisions were supported by the amount EGP 177.1 m via debiting to the income

statement during the current financial year against EGP1395.9m a year earlier.



2- Differences from valuing other financial investments :

Valuation of other financial investments during the current FY revealed positive
differences of nearly EGP28.9m versus negative differences of EGP47.7m in the

previous year with an increase of EGP76.6m as a result of the following:

EGP/m
88.4 Bonds valuation differences
(11.5)  Shares valuation differences
(0.2) Mutual funds certificates valuation differences

0.1y  GDRs Valuation differences

3- General Administrative, Depreciation and Amortization Expenses :
Such expenses during the current FY reached nearly EGP561.8m versus

"EGP577.6m in the previous year with a decrease of EGP15.8m represented in
the following : '

EGP/m
14.5 Increase in salaries
4.4 Increase in rents
1.4 Increase in depreciation
1.2 Increase in taxes and duties

(22.5)  Decrease in operating requirements (represents mainly in consultation
offices fees of EGP14.2m )
(12.2)  Decrease in donations
(2.6) Including the sports activity of the previous year
(158)

Third : Profits Unrelated to the Activity:
Profits unrelated to the activity amounted to EGP11.0m during the current FY

versus minimal profits in the previous year. The current year's profits are mainly

represented in profits from the sale of fixed assets.

10



Fourth : Net profit for the financial vear:

The Bank's financial results for 2007 revealed a net profit of EGP681.2m against
EGP2166.1 a year carlier (including profits of about EGP3336.3m from a one-time sale

of financial investments).

Fifth: Proposed profit distribution plan:
In EGP Million

Net profits for the Slear (as reported in the income statement) 681.2
Less:

Profits from the sale of fixed assets credited, as required by the law, to (11.0)
capital reserves. -

Net distributable profit for the year T 6702
- 5% Statutory Reserve W
- 10% Profit Sharing (calculated after excluding the 5% statutory reserve) (63.7)

- Compensation to the Board members -

- Profits distributed to shareholders representing 30% of distributable  (171.9)
profit for the year of about EGP573.0m.

- Retained profits (401.1)
Total W

Earnings per share amounted to EGP3.9 representing 78% of the share's nominal value.

11



ASSETS

Cash and balances with the Central Bank of Egypt

Due from banks

Bank of Alexandria
(Esyptiap _Joint Steck Company)

Balance Sheet

As at 31 December 2007

Treasury bills and other bills eligible for rediscounting with the CBE

Trading investrnents

Available -for- sale investments

Loans to customers and banks (net of provision)
Held -to- maturity investments

Investments in associates

Receivables - sale of investments

Debit balances and other assets (net)

Fixed assets (net of accumulated depreciation)

Total Assels

LIABILITIES & SHAREHOILDERS' EQUITY

Due to banks

Customers' deposits

Credit balances and other liabilities

Long term loans

Other provisions

Total Liabilities

Shareholders' Equity

Issued & paid-in capital

Reserves

Shareholders' equity
Net profit for the year

Total shareholders' equity {including net profit for the period)

Total shareholders' equity & liabilities

Contingent Liabilities & Commitments
Liabilities for letters of guarantee,

documentary credits and other commitments

Note
No.

@
(5)
6
)
(8
(9,10)
an
(12)
(14)
(15)
(16)

a7
(18)
(€39
(20)
(21}

(22)
(22)

(23)

31/12/2007
LE.

458 190 843
16 785 698 114
3863316718
1156 860 575

31/12/2006
LE,

2737 441 258
5643 871 915
6606 434 191
1 467 434 462

2418 937 206 3733 117 350
10 196 506 560 8561 154 775
1676 900 941 1730 846 612
15022 900 15 022 900

24 090 009 30 671 049
870292 444 $53777 513

153 677 272 143 044 382
37619 493 582 31 222 816 407
2 492 888 369 1 145 758 467
31023 318771 26 269 358 932
704 476 578 755 322 230
311 658 520 662713 530
736 791 366 719 498 075

35269 193 604

29 552651 234

800 000 000 800 000 000
869 083 922 870165 173
1669 083 922 1670165173
681 216 056 -
2350299978 1670 165 173
37 619 493 582 31222816407
2598 404 694 2417470725

The accompanying notes from No. (1) to No, (36) are an infegral part of these financial statements and are fo be read therewith.

Review Report "Attached"
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Bank of Alexandria

(Egyptian Joint Stock Companx)

Income Statement

For the year ended 31 December 2007

Note
No.

Interest income

Income from treasury bills, other bills eligible for
rediscounting with the CRBE and bonds

Less: Interest expense

Net interest income

Pee and commission income

Dividend income

Gains arising from foreign currencies transactions ' (24)
(ains arising from sale of investments

Unrealized gains (losses) arising from trading investments

Other operating revenues (21)
Net operating income

Less: .

Provisions (10,21)
Valuation differences of other investments (25)

General administrative expenses, depreciation and amortization
Operating profits

Non operating profits
Net profit for the period

Earnings per share 28)

For 1/1/2007 For 1/7/2006
1031/12/2007 t031/12/2006
LE. LE.
1700 962 985 646 550 272
917 432911 500309011
(1 974 076 596) (913 122 208)
644 319 300 233737075
238 910 409 108 444 443
133036 191 14 343 073
22741484 6 667 695
85 768 089 9528 250
241 330225 205 407 276
14 178 170 34 134 869
1380283 868 612 262 681
(177 139 311) (222 980 000)
28 845 296 (49 329 679)
(561 763 094). (232 306 356)
670 226759 107 646 646
10989 297 3801
681 216 056 107 650 447
3.86 0.67

The accompanying notes from No. (1) to No. (36) are an integral part of these financial statements and are to be read

therewith.
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Bank of Alexandria

(Egyptian Joint Stock Company)

STATEMENT OF APPROPRIATION
FOR THE YEAR ENDED 31.12.2007

NET PROFIT FOR THE YEAR

LESS

- GAIN ARISING FROM SALE OF FIXED ASSETS

- TRANSFERRED TO CAPITAL RESERVE AS PER LOCAL LAW
NET DISTRIBUTABLE PROFIT '

- RETAINED LOSS IN THE FRIST OF THE YEAR
- LEGAL RESERVE (5 % )

- EMPLOYEES PROFIT SHARING (10 % )

- BOARD REMUNERATION

- DIVIDEND (30 % )

- RETAINED EARNINGS

TOTAL

For 1/1/2007 For 1/1/2006
1031/12/2007 1031/12/2006
LE. LE.
681 216 056 107 650 447
( 10 989 297)
670 226 759 107 650 447

(33 511 338)
(63 671 542)
0

(171913 164)

(401130 715)

(161 864 674)

670 226 759

(54214227 (%)

(*) On12/6/2007 the general assembly agreed to cover the retained loss as at 31/12/2006 from general reserve.

d4_
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Bank of Alexandria

(Egyptian Joint Stock Company}

Statement of Cash Flow

For the year ended 31 December 2007

Cash flows from eperating activities
Net profit for the year before taxes

Adjustments to reconcile net profit to net

cash provided from operating activities

Fixed assets depreciation

-Provisions

Provisions no longer needed

Unrealized (gains) losses arising from trading investments
Valuation differences of other investments

Amovnts used from provisions (other than loans provision)
Poreign exchange differences for provisions (other than toans provision)
Foreign exchange differences for held -to- maturity investments
Gains from sale of fixed assets

Losses from sale of investments in associates

Prior years adjustments

Operating profit before changes in assets & liabilitics

Net decrease (increase) in assets

Deposils with banks

Treasury bilis and other bills eligible for rediscounting with CBE
Trading investments

Available -for- sale investments

Loans to customers and banks

Receivables-sale of investments

Debit balances and other assets

Net inerease (decresse) in liabilities
Due to banks

Customers' deposits

Credit balances and other liabilities

Net cash vsed in operating activities

Cash flows from investing activities

Payments to purchase fixed assets & preparing branches
Proceeds from sale of fixed assets

Proceeds from sale of investments in associates
Payments {0 purchase held-to- maturity investments

Net cash (used in) provided from investing activitics

Cash flows from financing activities
Payments of long term loans
Payments under state's share in profits
paid dividends

Net cash used in financing activities

Net changes in cash and cash equivalent during the year
Cash & cash equivalent at the beginning of the period

Cash & cash equivalent at the end of the period

Cash and cash equivalent are represented in:

Cash and due from Central Bank of Egypt

Duoe from banks

Treasury bills and other govesnmental bills eligible for rediscounting with the CBE
Deposits with banks

Treasury bills and other governmental bills eligible for rediscounting with the CBE
(more than 3 months maturity}

Cash & cash eguivalent

Non Cash Transactiong:

For the purpose of preparing the cash flow statement, the following amounts were eliminated:

For 1/1/2007
1031/12/2007
LE.

681 216 056

34 894 380
177 139 311
(11 994 000)
{ 241 330 225)
( 28 845 296)
{37 391 707)
(3106 813)
53945 672
(10989 207)

For 1/7/2006
t031/12/2006
LE.

107 650 447

15177 127
222 680 000
(31 385 000)
{ 205 407 276)
49329 679

( 165 767 345)
{ 535 949)
13911 571

{ 3801)

(191 592 357)

613 538 081

(11 163 679 309)
2269959 278
551904 112
1341544 188

(1 747 380 285)

(185 642 904)

1 637 988 324

{ 287 059 448)
125 595 837

57 420 856
(1350 478 394)

6 581 040 -
(320203 377) 66 298 482
1347 129 902 592733 493
4754 019 839 ( 820 941 000)
( 49 023 B6S) ( 362 400 266)
(2395 210 396) { 566485 020)
(37 460 089) (33304 225)
9 463 775 9 900
(27 996 314) (33 294 325)
{351 055 010) ( 615935 270)
. (38 310 000)
{351 055 010) (654 245 270)
(2774 261 7200 (1254 024 615)
3378 §74 063 4 632 898 678
604 612 343 3 378 874 063
458 190 843 2737 441 258
16 785 698 114 5643 871 915
3863316718 6 606 434 191
(16 694 460 469) {5 530781 160)
(3 808 132 863) (6 078 092 141)
604 612 343 3 378 8§74 063

- An amount of LE.4 675 000 from both loans to customers and the change in debit balances and other assets iters(represents amounts of

assets reverted to the bank )

- An amount of LE.8 363 446 from both payments to purchase fixed assets and the change in debit balances and other assets items(represents

amounts transferred from assets under constraction)

- An amount of LE. 1 081 252 from both available -for- sale investraents and reserves items (represents valuation differences of available -for-

sale investments in foreign currencies).

- An amount of LE.1 821 787 from both creditors& other credit balances and proceeds from sale of fixed assets { amount proceeds from sale

EL Mubtadian building}

The accompanying notes from No. (1) to No. (36) are an integral part of these financial statements and are to be read thergwith.
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1.

2' B

Baﬁk of Alexandria

(An Egyptian Joint Stock Company)

Notes to the Financial Statements
for the vear ended 31 December 2007

ACTIVITY
Bank of Alexandria ( an Egyptian joint stock company ) was established on
17 April 1957 as a commercial bank fully owned by the state till 31 QOctober 2006 as
Bank San Paolo LM.I. (Italian Bank) acquired 80% of its issued share capital. The
Bank currently performs its activities in accordance with Banking and Monetary
Law no. 88/2003. The Bank renders all banking operations related to its activity
through its head office in Cairo and 188 branches.

The Bank’s extraordinary general assembly held on 12 June 2007 approved to
change the Bank’s physical year to end annuvally on 31 December instead of 30

June.

Significant accounting policies applied
2-1 Basis of financial statements presentation

2-2

These financial statements were prepared in accordance with Egyptian
Accounting Standards in the light of IFRS and accordance with the Central
bank of Egypt’s rules issued on 27 June 2002 and its amendments for the

preparation and presentation of Bank’s financial statements.

Foreign currencies transactions

The Bank maintains its accounts in Egyptian Pound, transactions in
foreign currencies are translated during the financial period at the
exchange rates prevailing at the transaction date. At the financial period
end, all monetary assets and liabilities in foreign currencies are revalued
at the exchange rates prevailing at that date. Foreign currencies
valuation differences are charged to the income statement in the gains
(losses) arising from foreign currencies transactions item.

Forward exchange contracts are valued at the financial period end at fair
value on that date using the forward rates of periods remaining until
contracts’ maturity date. The resulting valuation differences are to be
charged to the income statement in the gains (losses) arising from
foreign currencies transactions item.

Currency SWAP contracts are recorded at the date of commitment
under “contingent liabilities and commitments”. The difference between
the two parts of the contract is recorded under “debit balances and other
assets” or “credit balances and other liabilities” being considered as
unrealized gain / loss at the date of commitment. The said difference is
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2-3

2-4

b)

2-6

amortized over the term of the contract either by debiting / or crediting
interest income item in the income statement. The gains / losses of the
contract are recorded in the income statement under “gains / losses
arising from foreign currencies transactions'.

Revenue recognition

Income 1s recognized on accrual basis except for the interest income on
doubtful loans, which ceases when the recovery of interest or principal is in
doubt. Dividend income is recorded when declared.

Treasury bills and other bills eligible for rediscounting with the Central

‘Bank of Egypt

Treasury bills
Treasury bills are recorded at nominal value. The unearned revenues are

recognized in the creditors and other liabilities item. Treasury bilis are
presented in the balance sheet net of the issuance discount.

Notes and certificates of the Central Bank of Egypt
Notes and certificates of the Central Bank of Egypt are recorded at their

nominal value.The unearned revenues are recognized in the creditors and
other liabilities item. These notes are presented in the balance sheet within
treasury bills item net of the unearned revenue.

Valuation of trading investments ‘

- Trading investments, including investment portfolios managed by others
and mutual fund certificates not issued by banks or insurance companies,
are to be valued at the period end using the fair value which represents the
market price. The valuation differences are to be charged to the income
statement.

- Trading investments that lost any of their classification terms are to be
valued at their book value which reduced with any decline according to a
comprehensive study for the company’s latest financial statements. The
valuation differences are to be charged to the income statement.

- Mutual fund certificates issued by banks and insurance companies are to
be valued at fair value which represents the realizable value on the

valuation date. The valuation differences are to be charged to the income
statement,

Valuation of available —for- sale investments

Available —for- sale investments are valued at the cost —including the foreign
currencies differences- or fair value whichever is lower. The valuation
differences are to be charged to the income statement as valuation differences
of other investments except for the valuation differences before 30 June,2003
that should be booked as a special reserve in the shareholders’ equity caption.
In case of any decline in the value of the investment, the formed special
reserve for such investment should be used and the remaining decline is to be
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" charged to the income statement. If the investment subsequently sold, its

share in the special reserve should be charged to the income statement.

2-7  Valuation of held ~to- maturity investments

2-8

Bonds purchased through first issuance are to be valued using the
amended cost which represents the nominal value plus the issuance
premium or less the issuance discount as the case may be.

Issnance premium /discount is to be amortized using the straight line
basis, the amortization is charged to the income statement in the
“Income from treasury bills and other bills eligible for rediscounting
with CBE” item. |

Bonds purchased through the Stock Exchange with a price more or less
than the nominal value are to be valued using the same basis, the cost is
to be reduced with any interest accrued during the period preceding the
purchase date. '

The book value is to be amended with any decline in the fair value
compared with the book value of each bond and the decline is to be
charged to the income statement as valuation differences of other
investments item. Any recovery of such decline is to be recognized in
the income statement within the limits of valuation differences
recognized in the income statements in previous periods.

The book value of bonds in foreign currencies is to be amended with the
valuation result according to the exchange rates prevailing at the
valuation date. The valvation differences are to be charged to the
income statement in gains (losses) arising from foreign currencies
transactions item.

Mutual Fund Certificates that should be retained by the Bank till the end
of the mutual fund term as the Bank is the establisher, is to be valued at
cost, any decline in the realizable value compared to cost is to be
charged to the income statement as valuation differences of other
investments item. Any recovery of such decline is to be recognized in
the income statement within the limits of valuation differences
recognized in the income statements in previous periods.

Investiments in associates

Investments in associates are to be valued at cost. The book value is to be

amended with any decline in the fair value compared to the book value for

each individual investment and the decline is to be charged to the income

statement as valuation differences of other investments item. Any recovery of

such decline is to be recognized in the income statement within the limits of

valuation differences recognized in the income statements in previous

periods.
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2-9 Impairment of non — monetary assets

At the balance sheet date, the Bank reviews the value of its Non ~
Monetary assets to determine if there are any indications of impairment
in the values of such assets. In case of any asset impairment indicators,
the Bank determines the net realizable value of such asset. When the net
realizable value is less than the carrying amount of such asset, the
reduction in the asset’s value is charged to the income statement.
Concerning the annual depreciation of fixed assets for incoming years,
the asset is to be depreciated using the new carrying value.

The Bank regularly reviews the existence of any indicators which may
result in the reversal of the impairment previously recognized and if
any, the impairment is reversed so that assets’ book value do not exceed

thelr net original value before the recognition of the impairment.

2-10 YValuation of assets reverted to the bank in settlement of some customers'
debts
Assets reverted to the bank in settlement of some customers’ debts item is
presented in the balance sheet under the item of "debit balances and other
assets" on the basis of their assigned value. If the assets’ fair value falls
below the value at which such assets have been reverted to the Bank on the
balance sheet date, the differences will be charged to the income statement. In
case of assets’ fair value increase, the differences will be charged to the
income statement within the limits of what had been charged to the income
statement in previous periods.

2-11 Defined benefits plans

The bank applies a health care plan for its current and retired employees
and valuates its obligations towards its employees according to this plan.
These obligations represented in the present value of plan’s obligations
as at the balance sheet date less the present value of plan’s assets
including any adjustments resulted from the actuarial profits and losses
and costs of previous services. The plan’s obligations are valued through
an independent actuary using the anticipated debt unit method. The
obligations’ present value is determined based on the expected future
cash out flow using the interest rate on governmental bonds with similar
maturities periods. These obligations are classified as credit balances and
other liabilities item in the balance sheet.

Actuarial profits/losses arising from adjustments resulted from
experience, changes in actuarial assumptions and amendments in health
care plans during the average of remaining periods for banks’ employees
are charged to the income statement.
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- The bank was accounting for employees benefits related to the health
care plans for current and retired employees based on the incurred costs.

2-12 Loans provision and contingent liabilities provision

- A provision is formed to specific loans and contingent liabilities in
addition to a percentage for general risk in a range of 1 to 5% of total
loans and other contingent liabilities according to valuation bases of
customers’ credit merits issued by the Central Bank of Egypt on
6 June ,2005.

- Loans are written off when it is no longer feasible to collect such loans
by debiting the provision and any proceeds of bad debts that were
previously written off are added thereto.

2-13 Contingent liabilities and commitments
Contingent liabilities, in which the bank is a party, in addition to the
commitments resulting from forward exchange contracts and interest rate
contracts etc, are presented off balance- sheet under the item of "contingent
liabilities and commitments" since they do not represent actual assets or
liabilities on the balance sheet date.

2-14 Cash flow statement
For the purpose of preparing the cash flow statement, the cash and cash
equivalent include cash and balances with the Central Bank of Egypt, current
accounts with banks and treasury bills and other bills maturing within 3
months or less from the acquisition date.

2-15 Depreciation and amortization
- Fixed assets are recorded at acquisition cost and depreciated by the

straight line method using appropriate depreciation rates which are
determined based on the estimated useful life for each type of asset.

Type of asset Estimated useful lives
Premises 20 Years
Furniture & equipment 10 Years
Computer and information systems 5 Years
Transportation equipment 5 Years

- Improvements expenditures of the Bank’s leas holding and owned
branches are depreciated over 4 years (25% annually) or lease term
whichever is less.

2-16 Taxes
- Income tax on the profit for the year comprises current and deferred tax.
Income tax is recognized in the income statement except to the extent
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that it relates (o items recognized directly in equity, in which case it is
recognized in equity.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantially enacted at the balance sheet
date, and any adjustment to tax payable in respect of previous years,
Deferred tax is provided using the balance sheet liability method,
providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The amount of deferred tax provided is based
on the expected manner of realization or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively
enacted on the balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable
that future taxable profits will be available against which the asset can be
utilized. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realized.

3-  Financial instruments and risk management

3/1 Financial instruments

(a)

(b)

©

The Bank's financial instruments are represented in the financial assets
and liabilities. The financial assets include cash, due from Banks,
investments, loans to customers & Banks and rights and others'
obligations stated in contingent liabilities, as also the financial
liabilities include customers' deposits, due to Banks, and rights and
obligations to others stated in the contingent liabilities.

The note No. (2) to the financial statements includes the accounting
policies applied to measure and recognize significant financial

instraments and the revenues and expenses related thereto.

Financial instruments’ fair value .
The financial instruments’ fair values are not substantially deviated
from their book value at the balance sheet date according to the
valuation basis applied in accounting policies to the assets and
liabilities, which included in the notes to the financial statements on the
balance sheet date.

Note no. (8) to the financial statements disclose the fair values of
investments other than trading investments on the balance sheet date.

Forward exchange contracts

According to the instructions of the Central Bank of Egypt, the Bank
does not execute forward exchange contracts except to cover its needs
of foreign currencies or customers’ needs to meet their foreign

currencies obligations resulting from dealing through the Bank and also
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to meet the risks of exchange and interest rates related to balances and
dealings of the Bank. All of the forward contracts are short - term
transactions. |

3/2 Management of risks relating the financial instruments

(a)

(b)

(c)

Interest rate risk

The values of some financial instruments will fluctuate due to the

changes in interest rates related thereto. The Bank follows some

procedures to minimize the risk such as:-

- Correlating between the interest rates on borrowing and lending,.

- Determining the applied interest rates considering the prevailing
discount rates on various currencies.

Note No. (30) to the financial statements disclose the average interest
rates applied by the Bank during the period on financial assets and
liabilities.

Credit risk

Loans to customers & banks, bond investments, due from Banks and
rights and others' obligations are of the financial assets which can be
exposed to the credit risk represented in customers’ inability to repay
part or full amount of the loan granted to them at maturity date.

The Bank follows the following procedures to minimize the credit risk:

- Preparing credit studies about the customers & Banks before
dealing with them and determining the credit risk rates related
thereto.

- Obtaining the adequate guarantees in order to reduce the risks
that might be created in case of failing of customers or Banks.

- Pollowing up and continuous studies about customers and Banks
in order to evaluate their financial & credit positions and estimate
the required provisions to non - performing loans.

- Distribution of loans portfolio and other assets over various
sectors.

Note No (32) to the financial statements discloses the distribution
of loans portfolio on various sectors.
Foreign currency risk

The Bank’s activity nature requires dealing in many foreign currencies
which expose the Bank to the risk of fluctuation in the amounts of
assets and liabilities as a result of the fluctuation in exchange rates. To
minimize this risk, the Bank considers the balancing of foreign
currencies positions according to the Central Bank of Egypt instructions

. in that respect. Note No. (33) to the financial statements discloses the

significant foreign currencies positions on the balance sheet date.
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Cash and balances with the Central Bank of Egypt

31/12/2006
LE.

388 648 459

2348 792 799

31/12/2007
LE.
Cash on hand 464 353 792
Due from the Central Bank of Egypt (6 162 949)
(Reserve percentage) '
Balance 458 190 843

2737 441 258

The Bank complied with regulars and instruction issued by CBE.

Due from banks
31/12/2007 31/12/2006
A-  The Central Bank of Egvpt
- Current accounts 17 693 364 41 575784
- Time deposits 15 865 545 700 4 496 735 260
15 883 239 064 4 538 311 044
B- Local Banks
- Current accounts 3 429 707 4 519 040
- Time deposits 98 368 --
3 528 075 4 519 040
C-  Foreign Banks
- Current accounts 70114 574 66 995 931
- Time deposits 828 816 401 1 034 045 900
898 930 975 1101 041 831

Balance 16 785698 114

5643871915
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6-  Treasury bills and other bills eligible for rediscounting with the Central Bank of Egypt

31/12/2007 31/12/2006
LE. LE.
A-  Treasury bills
Treasury bills 91 days maturity 55 625 000 47 275 000
Treasury bills 182 days maturity 886 950 000 174 450 000

Treasury bills 364 days maturity

Total
Less: Unearned interest

Net

B- Notes of the Central Bank of Egypt
Notes maturing within one month

Notes maturing within 3 months
Notes maturing within more than 3 months

Total
Less: unearned interest

Net

Balance

7-  Trading investments

3 040 525 000

3 008 625 000

3 983 100 000
(119 783 282)

3230 350 000
(103 769 033)

3863316718

3 126 580 967

344 000 000
141 000 000
3 175 000 000

3 660 000 000
(180 146 776)

3863316718

3479853224

6 606 434 191

31/12/2007 31/12/2006
LE. LE.
Stocks 96 703 264 85872 313
Bonds 131 963 576 373 097 623
Mutual funds certificates 928 193 735 1 008 464 526

Balance

1156 860 575

1467 434 462

31/12/2007 31/12/2006
Trading investments are represented in the following:-
Securities listed in the Stock Exchange 228 666 840 458 969 936
Securities not listed in the Stock Exchange 928 193 735 1 008 464 526

-95.

1156 860 575
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Available - for- sale investments

(a) Investments in stocks

Companies’ stock
Banks’ stock

(b) Investments in bonds
Governmental bonds
Companies’ bonds
Banks’ bonds

(c) Certificates of mutual fund
Horus fund for investments in
Agricultural and Food Sector

Balance

31/12/2007 31/12/2006
LE. LE.

82 350 902 100 623 836
22 282 992 23 064 886
104 633 894 123 688 722
2062 622 136 3 289 435 285
240 624 517 277 304 636
2 683 36 980 707
2 303 249 336 3603 720 628
11 053 976 -5 708 000
11 053 976 5708 000
2 418 937206 3733 117 350

Available —for- sale investments are represented as follows:-

Securities listed in the Stock Exchange

Securities not listed in the Stock Exchange

2194 715791
224 221 415

3 507 052 335
226 065 015

2418 937 206

3733117 350

The market value of the available -for- sale investments listed in the Stock Exchange
is LE. 2 328 170 816 as at 31 December 2007 versus LE. 3 591 926 913 as at 31

December 2006.
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9.

10.

Provision at the beginning of the period
Formed during the period

Proceeds from debts previously written off

Foreign currencies valuation differences

Amounts used during the period

Provision at the end of the period

Loans to customers and banks (net of loans provision})

Discounted commercial papers

Loans to customers

Loans to banks *

Total
Less:

Unearned discount

Interest under settlement

Interest in - suspense

Loans provision

Net

Loans provision

erforming /nonperformin

31/12/2007

LE.
3496 608

12 088 569 245
500 000 000

31/12/2006
LE.

730 613

10 989 414 260

12 592 065 853

(228 963)

(210 907 573)
(78 378 292)

(2 106 044 465)

10990 144 873

(152 328)

(328 641 999)
(78 072 906)

(2 022 122 865)

10 196 506 560

8 561 154 775

31 December 2007
Specific General Total
1 896 410 865 125712000 2022 122 865
86 069 172 21 284 328 107 353 500
25 407 578 -- 25407 578
(2 115742) (799 850) (2915 592)

2005 771 873
(45 923 886)

146 196 478 2 151968 351
(45 923 886)

1 959 847 987

146 196 478 2 106 044 465
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31 December 2006

Specific General Total
Provision at the beginning of the period 1/7/2006 2 134 925 006 106 211 000 2241 136 006
Formed during the period 62 555 101 19705 899 82 261 000
Foreign currencies valuation differences (432 198) (204 899) (637 097)
2 197 047 909 125712 000 2322759909
Amounts used during the year (300 637 044) (300 637 044)

Provision at the end of the period31/12/2006 1 896 410 865 125712 000

2022 122 865

11. Held —to- maturity investments

31/12/2007 31/12/2006
LE. LE.

A) Bonds:

Governmental bonds maturing on 27 Jan, 2011 1 537 381 941 1591 327612

Governmental bonds maturing in March 2013 100 000 000 100 000 000
B) Investment certificates of mutual fFund

Bank of Alexandria —~ first mutual fund - 29 519 000 29 519 000

(150 000. IC with redeemable value of

LE. 557.28 per policy on 31 December

2007 versus LE. 421.35 on 31 December

2006)

Bank of Alexandria — mutual fund with a 10 000 000 10 000 000

daily accumulated return (1 000 000 I.C

with redeemable value of LE 11.475 per

policy on 31 December 2007 versus LE

10.581 per policy on 31 December 2006)

Balance 1676900941 1730846 612

-

- Held —to- maturity investments are represented in investments
the Stock Exchange.
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12. Investments in associates

31 December 2007 31 December 2006
Amount Sharing Amount  Sharing
LE. Percentage LE. Percentag
%o P
Abrag Misr ElAlamaya Company 7 522 900 28 7522 900 28
Misr Alexandria Fund For Financial Investment Co. 7 500 000 25 7 500 000 25
United Company for Valves (butterfly) - 25 - 25
Balance 15022 900 _ 15 022 900

- Investments in associates are represented in investment not listed in the Stock
Exchange.

13. Capital expenditures commitments

A. Investments

The value of the capital commitments related to purchase of investments and

not paid until balance sheet date amounted USD 9 000 000 represented as

follows:

Investment Paid amount Unpaid
value amount
US$ US$ Us$
Available —for- sale investments
Horus Fund for Investment in
Agricultural and Food Sector 5000 000 2 000 000 3 000 000
African Bank for Import and
Export - AFREXIM 10000 000 4 000 000 6 000 000
15 000 000 6 000 000 9 000 000

B. Fixed assets and preparing branches

The value of the capital commitments related to contracts to purchase fixed

assets and preparing branches that not yet executed amounted LE.23 964 020 on
31 December 2007 versus LE. 10 580 552 on 31 December 2006.
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14.

15.

Receivables - sale of investments

The Bank has sold some of its investments to the National Investment Bank, National

Bank of Egypt and Banque Misr by their book value according to the contracts signed -

during February 2006, The uncollected amounts as at the balance sheet date amounted

to LE. 24 090 009 and representing in the following:

31/12/2007 31/12/2006
National Investment Bank 24 090 009 24 090 009
National Bank of Egypt - 6 581 040
Balance 24 090 009 30 671 049
Debit balances and other assets (net)
31/12/2007 31/12/2006
LE. LE.
Accrued revenues 603 058 902 215 623 703
Prepaid expenses 20 272 607 4508 402
Assets reverted to the Bank in settlement of debts 29 767 392 25092 392
Payments under purchase of fixed assets 15 894 675 6 251 594
Deposits with others 1781314 642 923
Other debit balances  * 356 517 554 458 658 499
Balance 1027 292 444 710777 513
Less: Provision for doubtful amounts (157 000 000) (157 0G0 000)
Net 870292 444 553777 513

*

Other debit balances includes the following:

An amount of LE. 148 million as at 31 December 2007 and 31 December 2006
represents disputed amounts paid to the Tax Authority and a provision with the
total amount has been formed.

An amount of LE 9 million as at 31 December 2007 and 31 December 2006
represents disputed amounts due to the Bank and a provision with the total
amount has been formed.

An amount of I.E. 73 million as at 31 December 2007 and 31 December 2006
represents overpayments to the Ministry of Finance as down payments under
the State’s share in Bank’s estimated profits according to previous years’
budgets.

An amount of LE. 68 million as at 31 December 2007 and 31 December 2006
represents the value of Stamp Duties on treasury bonds and legal return
computed thereon for which the Arbitration Award no. 23 for 2003 was issued

in favor of the Bank.
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16.

Cost as at
11172007
Additions
during the year
Disposals
during the
period
Cost as at
31/12/2007
Accumulated
depreciation as
at 1/1/2007
Depreciation
for the year
Disposals’
accomulated
Depreciation
Accumulated
depreciation as
at 31/12/2007
Net book value
as at
31/12/2007
Net book value
as at
31/12/2006

17.

Fixed assets (net of accumulated depreciation)

Land*

LE.
4173 838

7 503.521

(281 518)

11 395 841

11 395 841

4173 838

Premises and Computers  Transportation
decorations information means
Systems
75759 301 137 529 431 6115 160
6 346 548 8 444 237 6 695 618
(83 763) - (534)
82 022 086 145 973 668 12 810 244
53 844 281 65063 615 5665471
2343 308 23 250 R40 1454 183
(83 763) -- (534)
56 103 826 88 314 455 7119120
25 918 260 57 659 213 5691 124
21915020 72 465 816 449 689

Fixed assets at the balance sheet date (net of accumulated depreciation)
include an amount of LE. 7 808 826 represents assets (lands) not registered in
Bank’s name and the legal procedures to register these assets are currently

taking place.

Due to banks

A-

Local banks
Current accounts

Time deposits

Foreign banks

Current accounts

Time deposits

Short term loans

Balance

-31 -

Installation equipment Furniture Tota}
3628 981 47947 652 23 505 568 298 659 931
109 g16 11994730 4729 065 45 823 535
- (19 898) (62 981) {448 694)
37387197 59922 484 28 171 652 344 034 7.
3565015 15 853 800 11 623 367 155 615 54¢
25927 5514 498 2305 624 34 894 380
- (18 880) (49 252) (152 429)
3590942 21349418 13 879 739 190 357 50(
147 855 38 573 066 14 291 913 153 677 27-
03 960 32093852 11882201 143 044 38
31/12/2007 31/12/2006
LE. LE.
18 748 477 36 384 442
1 979 862 780 977 772 160

1998 611 257

1014 156 602

52 683 855 42 672 930
441 593 257 3308 935
- 85 620 000
494277112 131 601 865
2 492 888 369 1145 758 467
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19.

Customers' deposits

31/12/2007 31/12/2006
LE. LE.
Demand deposits 1 995 986 361 1702 595 582
Time deposits and call accounts 10 006 503 928 5562 202 820
Saving and deposits certificates 2 839 308 329 3114349 182
Saving deposits ' 15674 251836 15 505 255 986
Other deposits 507 328 317 384 955 362
Balance 31023378771 26 269 358 932
Credit balances and other liabilities
31/12/2007 31/12/2006
LE. LE,
Accrued interest 104 406 082 140 239 587
Unearned revenue 17 377 294 4 785 377
Accrued expenses 58 582 397 11 333 304
Creditors and other credit balances * 524 110 805 598 963 962
Balance 704 476 578 755322 230

Includes an amount of LE. 200 million as at 31 December 2007 and as at 31
December 2006 representing the present value of the bank’s expected obligations for
the post retirement medical expense and the health care services provided by the
bank to its employees represent all health care services provided to Bank’s
employees during their employment period and for retired employees including
those who retired as they have reached the retirement age or have retired for health
problem or those who early and discretionary retired according to the early
retirement program rules. This program does not include the employees’ families.
An amount of LE 23 million represents the payment of medical expenses provided

to the Bank’s employees and retired employees during the period.

- The most important assurnptions used by the actuary in his estimate represented in

the followings:
Interest rate used for discount 10%
Inflation rate of health care costs 7%
Turn-over of employees that will not get any
benefits from health care services 0.5%
Retirement rate due to health causes 0.2%
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The following table clarify the effect of changes in these assumptions on the present
value of the expected liabilities:

20.

Description

European Investment Bank loan *
Social Development Fung **

Interest rate used for discount
Inflation rate of health care costs

Turn-over of employees that will not get any

benefits from health care services
Retirement rate due to health causes

Long term loans

Loan within the framework of the
Agricultural Sector Development

Program *+#

Citi Bank London - loan t##*

deo

Changes in Effect in
assumptions LE. million
+-0.25 % +/-7
+-0.25 % +- 1
+/- 0.1 % +/- 1
+/-0.1 % +/-1

Interest Maturity Amounts maturing Balance as at
Rate Date  during the next year 31/12/2007 31/12/2006

42 2010 54 544 721 170 613 116 219 886 805
5.5-6.7 2009/2013 30083 201 85845305 116377903
3.5-4.5 2011 24 669 193 55200 099 41048 822
(65 points 2007 - -- 285400 000
over Libor)

109 297 115 311658520 662713 530

This item is represented in the loan agreement concluded between the Bank and the

European Investment Bank on 19 October 1995 with an amount equivalent to Euro

70 million. According to the agreement, the Bank shall re-lend the loan to Misr

Company for Aluminum to finance the investment plan of the company within the

limit of the amount paid by the Buropean Investment Bank to the Bank from time to

time by virtue of the finance contract. The loan term is 15 years with grace period of

5 years and repayment shall be made on 20 semi-annual installments. First

instaltment due on 15 April 2001 while the last installment will due on 15 October

2010. The annual interest rate on the loan is 4.2% and the interest due every six

months. According to the agreement, Misr Company for Aluminum shall pay a

commission of 0.25% to the Bank upon the repayment of each installment.

The balance of Social Development loan represented in 7 contracts with a total

amount of LE 197 million, there is an amount of LE 167.5 million transferred to the
bank of which an amount of LE 81.7 million has been settled till 31 December 2007.
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* k%

* koK

This item is represented in the participation contract signed between the Bank and
the Commercial International Bank aiming to the development of the Nutritious
Security Sector and reducing the deficit in the Disbursement Balance by
supporting and increasing the production through 5 sub agricultural sectors.
According to this contract, the European Union granted a credit line to the
program with an amount of Buro 98 million to be used in forming a revolving
fund and Commercial International Bank is the loan manager.

Citi Bank — London loan represents the value of the loan contract with an amount
of USD 150 million according to the. signed agreement dated 17 January 2005
between the Bank and number of Banks managed by Citi Bank- London. The loan
will be obtained and withdrawn on 2 trenches. The Bank withdrew the 1% french
amounting USD 100 million on 18 March 2005 and the second trench amounting
USD 50 million was withdrawn on 28 April 2005. The repayment will due on one

installment after 3 years from the date of signing the agreement. The interest on

the loan is 65 points over the prevailing 6 months Libor rate, the Bank has
accelerated the payment of the first and second trench with an amounts of USD
100 and USD 50 million on 20 September 2006 and 31 January 2007 respectively
and accordingly the loan has been fully paid.

21. Other provisions :

Expected claims provision
Contingent liabilities provision
Other provision,

Expected claims provision
Contingent liabilities provision
Other provision

31/12/2007
Deseription Balance at Formed Provisions no Foreign Amounts Balance at
the beginning during the longer needed  currencies used during the end of
of the period period valuation the period the period
differences
344 576 962 69 057 743 - (1712547)  (25827584) 386094 574
360 419 877 - (11 994 000)* (1394266) (11193372) 335838239
14 501 236 728 068 - ' - (370751) 14 858 553
719 498 075 69 785 811 (11 994 000) (3106813) (37391707) 736 791 366
* Recognized in other operating revenues in the income statement.
- Contingent liabilities provision includes an amount of LE. 37 759 776 provision of
performing contingent liabilities
' 31/12/2006
Description Balance at Formed Provisions no Foreign Amounts Balance at
the beginning  during the longer needed  currencies used during the end of
of the period period valuation the period the period
differences
369949 543 140 469 000 - (435988) (165405593 344 576 962
391504 838 {31 385 000)* 99 961) - 360 419 877
14 612 988 250 000 = = (361 752) 14501236
776 467 369 140 719 000 (31385 000) (535949) (165767345) 719498 075

* Recognized in other operating revenues in the income statement.

- Contingent liabilities provision includes an amount of LE. 28 449 000 represents
provision of performing contingent liabilities..
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22.

Shareholders’ equity

A)

B)

C)

Authorized capital

The Bank’s authorized capital amounts LE. 1 000 million.
Share capital

The issued capital amounts to LLE. 800 million and are represented in 400
million shares having a par value of LE.2 each and it has been fully
subscribed and paid. ,

The Bank’s ordinary general assembly has approved in its session held on
22 March 2006 some amendments on Bank’s Statutes. Accordingly, the
issued and paid - in capital which amounts LE. 800 million became
distributed on 160 million shares with paf value of LE. 5 each.

On 31 October 2006 San Paolo — LM.L ( An Italian Bank ) has acquired a
percentage of 80% of Bank’s issued capital within the frame of developing
the Banking sector program approached by the government. The Central
Bank of Egypt approved the acquisition process in its session held on
5 December 2006 and the process was executed in Cairo Stock Exchange
on 12 December 2006.

On 23 February 2007 the Ministry of Investment (State owned assets
management program) has invited the investment banks to submit their
proposals for the public offering of 15% of the issued share capital and the

remaining 5% to Bank of Alexandria’s employees.

Reserves

According to the Bank's statutes a sum equal to 5% of annual net profit is
retained to form the legal reserve, which ceases when its balance amounts
to 50% of the issued and paid in capital.

In compliance with the instructions of the Central Bank of Egypt, the
balance of the special reserve may not be used without recourse to the

Central Bank of Egypt.

The Bank’s ordinary general assembly approved in its session held on 22
March 2006 the amendments of some articles of Bank’s statute.
According to these amendments, the Bank’s profit appropriation after
deducting all expenses, costs, donations and forming the necessary
provision will subject to preparation and presentation rules and credit
merits rules issued by the Central Bank of Egypt considering the provisions
of corporate companies, partnership limited by shares companies and
limited liability companies’ Law No. 159/1981 and Central Bank and
Banking Law No. 88/2003 and in the light of the decisions of Bank’s
general assembly. The general assembly has the power to approve all or
some of profits disclosed in Bank’s financial statements which are
accompanied by Bank’s auditors report and after the Central Bank’s
approval.
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- The Bank’s extraordinary general assembly approved in its session held on
12 June 2007 to use the general reserve to cover the remaining balance of
the retained losses as at 31 December 2006.

23. Contingent liabilities and commitments

31/12/2007 31/12/2006

LE. LE.
Letters of guarantee 1926 260 795 1589640718
Documentary credits (export and import) 552272 184 635 355931
Acceptances 64 726 715 42 508 660
Forward exchange contracts - 20 693 458
Swap contracts -- 129 271 958
Interest rate contracts _ 55 145000 -~
Balance 2 598 404 694 2417 470 725

24. Gains arising from foreign currencies transactions

From1/1/2007  Froml1/7/2006
1031/12/2007  1031/12/2006

LE. LE.
Gains arising from dealing in foreign currencies 13 642 363 2369 866
Revaluation differences of balances in foreign currencies 8 963 123 4274014
Gains arising from revaluation of forward 135 998 23 815
exchange contracts
Balance _ 22741 484 6 667 695

25. Valuation differences of other investments

Fromi1/1/2007 Froml1/7/2006
1031/12/2007 t031/12/2006

LE. LE.
Available - for- sale investments 28 845 296 (49 329 679)
Balance 28 845 296 {49 329 679)
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26.

RECONCLIATION OF EFFECTIVE TAX RATE

Net profit before tax

Tax rate

Income tax using the domestic corporate tax rate

Non deductible expenses

Tax exemptions

Effect of provisions

Total tax difference

31/12/2007
LE. LE.
681216 056
20%
136 243 211
7 744 053
(206 067 172)
15 542 983

Deferred asset tax not recognized resulted from taxation losses

Income tax according to tax return

27. Unrecognized deferred tax assets

(182 780 136)

Deferred tax assets have not been recognized in respect of the following items:

Deferred tax

Fixed assets depreciation
Other provisions

Valuation differences of availab
sale investments

Total deferred tax assets

Net deferred tax assets

le -for-

(46 536 925)
31/12/2007 31/12/2006
Assets Liabilities Assets Liabilities
LE. LE. LE. LE.
- (1292 552) 2 632 904 -
62 924 225 - 64 537 188 -
1 024 830 - 205 468 -
63 949 055 (1292 552) 67 375 560 -
62 656 503 67 375 560

In the light of the Bank’s budgets amended for the following 5 years, and calculation
of taxable profits, no corporate tax will due after deducting the amounts exempted
according to tax No. 91/2005 and the special exemptions provided by special laws.
So deferred tax assets have not been recognized in respect of these items because it
is not probable that future taxable profit will be available against which the bank can

utilize the benefits arising therefrom.

-37 -



28.

29.

30.

Earnings per share

Net profit for the period

The employees’

share in the net profit

The shareholders’ share in the net profit

The weighted average number of shares

Earnings per share

Maturities of assets and liabilities

Description

A- Assels

Due from banks

Treasury bills and other bills eligible for
rediscounting with The Central Bank of Egypt
Trading investments

Available - for- sale investments

Loans to customers and banks

Held - to- maturity investments

Investments in associates

Receivables — sale of investments
Debit balances and other assets

Total

B-  Liabilities
Due to banks
Customers' deposits
Long term loans
Other credit balances

Total

Effective average interest rates

The average interest rates on assets and

respectively.
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From1/1/2007 Froml/7/2006
£031/12/2007 t031/12/2006
LE, LE.
681 2_16 056 107 650 447
(63 671 542)

(617 544 514) 107 650 447
160 000 000 7160 000 000
386 0.67
Due within Due within
one year more than

one vear

Figures in Figures in

Thousands Thousands

LE. LE.

16 277 045 508 653
3 863 317 -
1156 861 -

121 898 2297 039
4667 611 5 528 896
- 1 676 901

- 15023

24 090 --
766 386 103 906

26 877 208 10130418
2 458 780 34 108

17 810 760 13 212 619

109 297 202 362
359 809 344 668
20 738 646 13 793 757

liabilities amounted to 8.7%, 6.6%



31. Tax status

A-

Corporate Tax
The Tax Authority has inspected the years till 2004/2005 and the taxes due
was paid for all years according to the decisions of the Internal and Appeal
committees, and the years which have not settled with the Tax Authority (the
disputed points are mainly the interests in - suspense and the share of the
sport activities) are as follows:
As for years 1981/1982, 1982/1983 the appeal that was established by the
Bank against the Tax Authority was stopped to settle the dispute in
accordance with law No. 159 / 1997 and because of disagreement with the
Tax Authority the case has been returned back to the court.
As for the years 1990/1991, 1991/1992, 1997/1998, 1999/2000 ll,
2003/2004, the Bank established legal cases against the Tax Authority.
The bank has paid the due taxes for all years according to the Internal and
the Appeal Committees’ decisions and has formed the required provision for
these issues,
As for the year 2004/2005, the Bank has settled all the disputes with the tax
authority and paid the due tax including the due tax on the share of the sport
activities transferred to the Appeal Committee.
As for the year 2005/2006, the tax return resulted in tax losses in the lights of
the exemptions under low No. 91 / 2005.

As for the period ended December 31, 2006, the tax return resulted in tax
losses in the lights of the exemptions under low No. 91 / 2005.

Salaries Tax :
The tax Authority has inspected the years till 2004 and the due tax was
settled, the years 2005/2006 have not been inspected yet by tax authority.

Stamp Duty Tax

The Bank computes the due stamp taxes and remit them to Tax Authority
according to applicable laws and regulations, further, the Bank forms
provision for all tax liabilities after making the necessary study in the light of
actual and expected {ax claims.
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32. Distribution of assets, liabilities, contingent liabilities and commitments

A, Dustribution of loans to customers according

to economic sector
Public Business Sector
Public Service Sector
Private Business Sector
Household Sector
Non resident sector
Banks

Total

Distribution of customers® deposits
according to economic sector
Public Service Sector
Public Business Sector
Private and Household Sector
Non Resident Sector
Financial Institutions Sector
Other Deposits

Total

Distribution of net contingent liabilities and
commitments according to economic sector

Public Business Sector
Private and Household Sector
Public Service Sector

Other Sectors

Total
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31/12/2007

figures in

thousands

LE.

315223

8434254
3342 589

500 000

12 592 066

31/12/2007

figures in

thousands

LE.

850 857

1 250 665
23353078
947

5427 667
140 165

31023379

486 750
1798 499
41519
271 637

2 598 405

31/12/20006

figures in

thousands
LE.

383313
181

7784 373
2 822011
267

10 990 145

31/12/2006

figures in

thousands
LE.

937 595
1776232
23271 610
973

187 561

95 388

26 269 359

871199
1251615
25787
268 870

2417471



33.

Significant currencies positions

31/12/2007 31/12/2006
Surplus (deficit) Surplus (deficit)
figures in figures in
thousands thousands
LE, LE,

Egyptian Pound (3 864) (14 252)
US Dollar 1521 121
GBP (34) (858)
Euro (258) 6 599
S.F 39 (1239
JPY (204) (304)
SAR (122) 7 481
Other 2922 2452

34. Mutual funds

A-  Mutual fund of the bank (with periodical return and capital growth)

- It is an activity authorized for the Bank by virtue of Capital Market Law

No. 95/1992 and its Executive Regulations.
The Fund is managed by EFG- Hermes Fund Management Company.
The certificates of the fund reached 3 million certificates with an
amount of LE. 300 million (after increasing the capital of the mutual
fund on 26 March 2006 with an amount of L.E 100 million). Of which
150 thousand certificates were allocated to the Bank to undertake the
fund’s activity.

- The Bank has purchased a number of 870 396 certificates, their
redeemable value in 31/12/2007 amounted to LE. 485 million,

The redeemable value of the certificate at the balance sheet date
amounted LE 557.28 and the certificates outstanding at that date
reached 1 188 764 certificates.

- According to the fund’s management contract and its prospectus, the
Bank shall obtain fee and commission for supervision on the fund and
other managerial services rendered by the Bank. Total commission at
the current period amounted to LE. 6 104 741 was presented under the

item of fee and commission income caption in the income statement,
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B-

Monetary mutual fund of the bank (with dai'lv accumulated return in LE.)

- It is an activity authorized for the Bank by virtue of Capital Market Law

No. 95/1992 and its Executive Regulations.

The Fund is managed by EFG- Hermes Fund Management Company.
The certificates of the fund reached 20 million certificates with an
amount of LE. 200 million of which one million certificates were
allocated to the Bank to undertake the fond’s activity with an amount of

LE 10 million.

- The Bank has purchased a number of 6 million certificates with an

amount of LE 60 million, and their realizable value amounted to

LE 69

million at the balance sheet date. The realizable value of the certificate
at the balance sheet date amounted to LE 11. 475 and the certificates

outstanding at that date reached 120 056 043 certificates.

- According to the fund’s management contract and its prospectus, the
Bank will obtain fee and commission for supervision on the fund and
other managerial services rendered by the Bank. Total commission for
the period amounted to LE. 2 172 730 were presented under the item of

fee and commission income caption in the income statement.

35. Related party transactions

The Bank deals with its related parties on the same basis as with others. The nature
of these transactions and its balances are represented on the balance sheet date in the

following:
31/12/2007 31/12/2006
Due from banks 25 881 543 275 890
Investments in associates 15022 900 15 022 900
Debit balances and other assets 13 200 000 13 200 000
Due to Banks 190 250 250 -

36. Corresponding figures

Customers’ deposits 124 732 129 207

Corresponding figures have been affected by the profit appropriation resolution

as approved by Bank’s ordinary general assembly held on 12 June 2007.

Certain reclassifications have been made to the financial statements figures and

notes thereto in order to conform with the current period presentation.
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