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Chairman
Invitation to the Ordinary General Aid (0) ady Astal Aalal) ynanll plala) jgudal g
Assembly No. (5)of Bank of Alexandyia tobe  (G—23 3l G p g L aliall ) Ball g A yaiSiaty)
held on Monday the 15" of March 2010 et gugla o
Sirs, Intesa Sanpaolo S.P.A. Agh ot ol g0 Slaa Ll iy fR el

I, Mahmoud Abdel Latif, in my capacity as iz 5,3 oudaa (a5 (b cilalll 22 35000 LR P
the Chairman of Bank of Alexandria, have ipladl ddall Amealt glaial gand aSidaw $ 500 4 aSul
the pleasure to invite you to attend the oy YoV+ gajle Vo B8sdll (il as (A saiaiall g clidl
Ordinary General Assemblaf of the Bank to  s_dlall deludl sla & ol ait e Gaily (V) i 4eliy
be held on Monday the 15" of March 2010 e Qe sam a5k e A8 gl gf At} I3 5 Labpea
at Laylaty (2) hall in Grand Hyatt Hotel at

10 A.M, to discuss or as the case may be,

approve the items of the following agenda:

1 Ratifying the budget and Al e el o ol s 40 pall Ao Adadl \
financial statements for the e 8ceSsYerd ¥ b Aggiial A
financial year ending 31 Al a8 e Salall
December 2009 and  the
Auditor’s Report;

2 Ratifying the Board of Directors' 035 s <lidh bl e B3 sl 8 Slaied ¥
Report for the Bank activities, its At Al e sl s #La Y Glaa s ALl
financial position and its profits S ean VY ddggtial
and losses account for the
financial year ending 31

December 2009;

3 Ratifying the profits distribution &l Aull Go LW g s e e ‘m\-\mi‘ ¥
list for the financial year ending Yo e VY (8 dggiial
31 December 2009,

4 Ratifying the activities of the ﬁ‘-“ﬁ-"i Bl Aed ol g Jaef o Aidadl ¢
Board of Directors and Al dind oo agidiae o3a) 551 u»-‘u
discharging the same of their Y8 prean VY B dggial

activities done in the financial
year ending 31 December 2009,

5 Reviewing remunerations and wkae sbasdSiludl ) gl <y Sy o
attendance allowance for the Aoy
Board Members;

Bank of Alexandria 5.A.E Head Office: 49, Kasr £l MilesStreet, 11511 Cairo, Egypt,
Telephone: 00 20 2 2391 1999 Fax: 00 20 2 2390 7793 Website: www.alexbank.com
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6 Approving the estimate budget XY alal g il ) galt o A8abadl 1
for the year 2010;

7 Ratifying the changes that fook 313} elae o8 cdaa Al il pull (o Aalasl v
place in the board of directors’ il
members of the bank;

8 Renewing the appointment of the (sl plall liluwall (8 5 Balundl (e 200 I
auditors for the year 2010 and Lagalxdl gaad s Y0 ) 0
determining their fees.

9 Authorising the Board of e il i B8 oY Ludae oy ol 3

directors to grant donations.

Bank of Alexandria S.A.E Head Office: 49, Kasr El Nile Street, 11511 Cairo, EQypt,
Telephone: 00 20 2 2391 1999 Fax: 00 20 2 2390 7793 Website: www.alexbank.com
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AUDITORS’ REPORT
To the shareholders of Bank of Alexandria

We have audited the accompanying financial statements of Bank of Alexandria (S.A.E.)
which comprise the balance sheet as at 31 December 2009, and the income statement,
statement of changes in equity and statement of cash flows for the financial year then
ended, and a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

These financial statements are the responsibility of Bank’s management. Management is
responsible for the preparation and fair presentation of these financial statements in
accordance with the Central Bank of Egypt’s rules issued on 27 June 2002 and its amendments,
including amendments that relates to financial investments issued on December 16,2008 and in
the light of the prevailing Egyptian laws. Management responsibility includes, designing,

_ implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due
to fraud or error; management responsibility also includes selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statemnents, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the



financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting ecstimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Bank of Alexandria (S.A.E.) as of December 31, 2009
and of its financial performance and its cash flows for the year then ended in accordance
with the Cenlral Bank of Egypt’s rules issued on 27 June 2002 and its amendments,
including amendments that relates to financial investments issued on December 16,2008
and the Egyptian laws and regulations relating to the preparation of these financial
statements.

Report on Other Legal and Regulatory Requirements

According to the information and explanations given to us - during the financial year
ended December 31, 2009 no contravention of the central bank, banking and monetary
institution law 1no.88 of 2003.

The Bank maintains proper books of account, which include all that is required by law’
and by the statutes of the Bank; the financial statements are in agreement thereto.

The financial information included in the Board of Directors’ report, prepared in
accordance with Law No. 159 of 1981 and its executive regulations, is in agreement with
the Bank’s books of account.

Hogem fnsson. Aef. Z/@

Hazem Hassan Sherif El Kilani
o KPMG Hazem Hassan _ Allied for Accounting & Auditing (E&Y)
KPMG Hazem Hassan l

G

-
Public Accountanes ang Consultans

CairdFebruary , 2010




Bank of Alexandria
(Egyptian Joint Stock Company)

Balance Sheet

As at 3F December 2009

Note
Assets ne,
Cash and balances with the Central Bank of Egypt 4
Due from banks (5)
Treasury bills and other governmental bills eligible for ©)
rediscounting with the CBE
Financial assets - held for trading 7
Loans to customers and banks (net of provision) (8,9
Financial derivatives (1%
Financial investments
Available -for- sale investments (11)
Held -to- maturity investmens (1)
Investments in associates (12}
Debit balances and other assets (net) (13)
Fixed assets (net of accumulated depreciation) (14)
Total Assets
Liabilities & Shareholders’ Equity
Liabilities
Due to banks (15)
Customers' deposits (16)
Financial derivatives (10
Credit balances and other liabilities (17)
Dividend payable *-
Long term loans (18)
Other provisions {19)
Total Liabilities
Shareholders' Equity
Issued & paid-in capital (20)
Reserves ; Zn
Retained Earnings -
Total Shareholders' equity
Net profit for the year
Total sharcholders’ equity (including net profit for the year)
Total shareholders’ equity & liabilities
Contingent Liabilities & Commitments
Liabilities for letters of guarantee
Documentary credits and other commitments 22)

oo

B

4961695910

2338 867 574
4 527 433 600
45478354

1774450005
1788390746
18 770 400

356 273 063

183 009 309

T

31/12/2009 - |

3 16 141 215 309

31/12/2008
LE

1002 933 574
8016787219

3525981 911

164 451 878
13 114 245 344
803 588

3152680172
1783 067 315
18 770 400
494 300 197
152 116 093

31426 137 691

=% 39135 584 270

2 710 806 937 2277 859 525
25 090 708 735 25 287 763 404
- 803 588
769 807 472 728 820 526
e 110 727 340
. . 168140498 239 749 368
T 523569 542 561 648 589
29263 033 184 29 207 372 340
800 000 000 800 000 000
878 278 377 731 464 998
669 8§20 376 687 300 353
2 348 098 753 2218 765 351

" 504452333 -
2 872 551 086 2218 765 351

32 135584 270

31426 137 691

2 602 186 799

2 180053 409

S A R TA

The accompanying notes from page (6) to page (42) are an integral part of these financial statemellits' and are to be read therewith.

Mahmoud Abd El Latif

Fir:
FaymaMbrahim Lotfy




Bank of Alexandria

(Egyptian Joint Stock Company)

Income Statement

for the vear ended 31 December 2009

Interest income

Income from treasury bills and bonds
Interest expense

Net interest income

Fees and commissions income
Dividend income

Net trading income

Gains on sale of invesiments

Foreign currencies valuation differences
Other operating revenues

Net operating income

Provisions

General administrative expenses, depreciation and amortization
Operating profits

Non operating profits

Net profit before tax

Income tax

Net profit for the year

Earnings per share

Note

no.

(23)
@4
(1

{19

(19,13,9)

(17

@7

For the year For the year
ended ended
31/12/2009 31/12/2008
LE LE
1695 768 809 2 240 813 061
- 673256 772 572 041 065
(1263497 936) .~ (2000 966 422)
1105 527 645 - 811 887 704
252 260 364 305 683 707
11 117 886 84 732 252
67 277 916 (315577 233)
© 18989638 30 548 879
(18826 991) - (41 943 784)
41 225791 165 939 847
1477 572 249 1041271 372
+( 66 630 718) ( 20 500 000)
( 800 205 438) (612 791 669)
- 610 736 093 407 979 703
2 696 352 2161 430
- 613 432 445 410 141 133
( 88 980 112) (3591 204)
524 452 333 406 549 929
1 118 0.91

The accompanying notes from page (6) to page (42) are an integral part of these financial statements and are to be read therewith,

Chairman
Mahmoud Abd EI Latif

gty Chairman
Brahim Lotfy
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Bank of Alexondria
Egyptian Joint Sk
Statement of Cash Flows

fog the vear cuded 31 December 2009

For lhe year For the year
ended ended
IN212009 32008
LE LE

Cash flows from operating activities

Net profit for the year befere 1axes ' 613432445 410 141 133
Adjustments to veconcile net profit to net

cash provided from operating aclivities

Fixed assels depreciation and Anterisation 45 545044 39012 495
Provislons 66630718 20 500 000
Provisiens no longer needed { 29 146 763) (157 476 280)
Valuation differences of financial assels - held for irading (1 544 466) 272212809
Amonnis used from provistons {olher than loans provisicn) T (24928 630) (17417 947)
Proceeds from amoums previonsly written off 15691 -
Poreign exchange dilferences for provisions (other than loans provision) S (1767161) {4907 016)
vign ex 2 dillerences for sale investments .
E)cl’h“‘ei3 ?hzncl?:;ig investmenls) e o 3_279 4 L 0
Vorelgn exchange differences in fi value reserves  avaitable-for-sale investments T (348 B
Inicrest income from bonds - eifect ol recafculation according lo amontised cost - 170965 - i
rate of treasury bills and bonds .
IPaid taxes (57211 008) {3271 155)
Gains from sale of fixed assets (2696 352) (2161 430)
Adjustinents on fixed assets 9551 1043 577
Divklends proceeds front invesiments olher than trading investiments { 10952 886) (18517 888)
Gains on sale of investmenis { other than trading invesiments ) ( 18 989 638) (30548 879)
Losses of ransferred invesiments from reserve of Faic value aceount {23 787 536) -
Qperating proflts befors changes in assets and Babilitics used in operating activities 364701 924 509039 965
Net decrease (Inerease) In assels
Deposits with baaks 5633602 512 8796 589 346
‘Freasury bils and othee govennental bills eligible for rediscounling with CBE -(1 350 063 563) 754 300 370
Financial assels - held for trading 120517 990 275 629 600
L.oans to customers and banks (3066 276 842) (2 824212 708)
Financial derivalives (net) - 13 567
Debit balances and other assels 84603 716 231518931

Net increase (lecrease) in liabilitles

Pue to banks 432 947 412 (215 028 844}
Cuastomers' deposits +{ 187054 669) (3735 615 361
Credit batances and other liabiliies 92173842 37 426 557
Net eash prdvidcd from operating activities 12232196322 1829821417

Cash Rlows feom investing activitics

Paymenis o pucchase fixed assels & preparation of branches (47 248 146) (27 334 036)
Proceeds from sale of fixed assels 3516035 2 569430
Proceeds from sale of financial investments other than trading invesiments | 714 425 428 877059261
Payments o purchase financial invesiments other than trading investments (179419073 {1 433 516 490)
Payiuenls to purchase Iny in iates & subsidiari - (3 747 500)
Thividends proceeds 10552 886 18517333
Net cash provided rom (used in) invesling actlvities 1502 231 130 ( 567051 447)

Cash flow from finlancing activities B
Tayiments of tong term toans (71 608 870) (71 909 152)

Diividends paid (96985 253) {201 474073)
Net cash used in financing activities . ( 168 504 123) {273 383 225)
Nel changes In cash and cash equivalents during the year 3565833329 985 386 145
Cnsh & cash equivalonts at the beginning of the year 1 593 999 088 604 612 343
Cash & casli equivalents at the end of the year 5159832417 1 593 999 088

Cash and cash equivalents are represenfed in:

Cash and dug fram Cenleal Bauk of Egypt 4961695910 1 002 933 574
Due from banks 2338867514 8016787219
Treasury hills and ofher governmentnl bills eligible (or rediscounting with the CBIL3 4 527 433 600 35253 981 911
Deposits wilh banks (2264 268 611) {7897 871 123)
Treasury bills and olher governmental bills eligibte for rediscounting with the CBE {more than 3 months maturity} (4 403 896 056) (3053 832 493)
Cash & cash equivalenis at the end of the year 5159832417 1 593999 053

Tox the purpose of preparing the cash flow statement, the following amounts were clininated:
« An amount of LE, 26 167 285 from both paymenls to purchase Mxed asscls and the changes in debit balances (payments under purchase of fixed assers).
- An amount of LE. 13742087 from both changes in paid dividerds and debil balances (seitetment of the slales share in profiis).
- Anamaunt of LE, 3876023 from both clianges in debit batances and loans (assels reverted Lo the bank), o
- As amount of LE. 17479 977 from both changes in fair value reserve and metained eamings (investments valuption differences).
- Anamountof LE. 151 393 455 from both changes in fair valuc reserve and available-for-sale financial investiments (investmen

iion differences).

The accompanying notes [ig eh

& | inlegral part of these financial stacnie

Tatma Toralijy



Bank of Alexandria

(Egyptian Joint Stock Company)

Profit Appropriation Statement (Proposed)

For the vear ended 31 December 2009

For the For the
yei;r eﬁded year ended
31/12/2009 31/12/2008
.LE LE
Net profit for the year 524 452 333 406 549 929
Less:
Capital gains transeferred to reserves according to the law (2 696 352) (2 161 430)
Appropriated profit for the year 521 755 981 404 388 499
Retained earnings at the beginning of the year 669 820 376 412 458 619
Total ' 1191 576 357 816 847 118
Appropriation
Legal Reserves 26 087 799 20219 425
Shareholders' Divedends 40 000 000 68 710 433
Employees' share 49 566 818 38 416 907
Board of directors members remuneration 2 200 000 2200 000
Retained earnings at the end of the year 1073721 740 687 300 353

1191 576 357 816847118

The accompanying notes from page (6) to page (42) are an integral part of these financial statements and are to be read
therewith.

Chairman iy Chairman

Mahmoud Abd El Latif afWbrahim Lotfy
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Translation of financial statements

originally issued in arabic

Bank of Alexandria
(Egyptian Joint Stock Company)

Notes to the financial statements
for the year ended 31 December 2009

Activity
Bank of Alexandria (Egyptian joint stock company) was established on 17 April 1957 as a
commercial bank fully owned by the State till 31 October 2006 then Bank San Paclo ILM.I
(Italian Bank) acquired 80% of its issued share capital.
On 1 January 2007 a merger undertaken between San Paolo IL.M.I and Intesa Bank S.P.A and
the name was amended to be Intesa San Paolo S.P.A.

The Bank of Alexandreia currently performs its activities in accordance with Central Bank
and Banking and Monetary Law no. 88/2003. The Bank renders all banking operations related
to its activity through its head office in Cairo and 210 branches and units.
On 22 March 2009, the International Finance Corporation L.LF.C purchased 9.75% of the bank
shares, so Intesa San Paolo S.P.A stake became 70.25%. '

Significant accounting policies applied

2-a

Basis of financial statements preparation

The financial statements are prepared in accordance with the Central Bank of Egypt
regulations issued on 27 June 2002 and its amendments in addition to amendments made
to the financial investments issued on 16 December 2008 and in accordance with the
related Egyptian laws and regulation of preparing these statements and based on the
historical cost amended by revaluation of financial derivatives and assets and liabilities
held for trading and, the financial assets and liabilities that are classified at inception by
the fair value through the profits and losses and the financial investments available for
sale .

The measurement of available-for-sale investments have been changed as at 1 January
2008 as explained in note (C), from the lower of cost (taking into consideration the FX
valuations charged) or fair value with the differences charged to “Income Statement” to -
fair value with changes to equity. The reclassification impact appears on the “statement
of changes in shareholders equity” and the adjustments related to the previous years have
been done retrospectively.

As a result of applying the new policies, all outstanding derivatives on 1 January 2008
have been recognized in the balance sheet and measured at fair value and the policy has
been applied retrospectively.

Comparative figures have been restated accordingly.

-6 -



2-b

2-¢

2-d

Foreign currencies transactions

The Bank maintains its accounts in Egyptian Pound, transactions in foreign
currencies are translated during the financial year at the exchange rates prevailing
at the transaction date. At the financial year 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 foreign currencies transactions item in the following sections:
*  Net trading income or net income arising from financial instruments originally
classified as change in fair value through profit or loss for financial
assets/liabilities held for trading or originally recorded at fair value through
profit or loss.
*  Other operating income (loss) for other items.
Changes in the fair value of monetary securities denominated in foreign currency
classified as available for sale (debt instruments) are analyzed between translation
differences resulting from changes in the amortized cost of the security and other
changes in the carrying amount of the security. Translation differences related to
changes in the amortized cost are recognized in profit or loss, and other changes in
the current exchange rate and other change in the fair value in the financial
instruments.
Translation differences on non-monetary items, such as equities held at fair value
through profit or loss, are reported as part of the fair value gain or loss. Translation
differences on non-monetary items, such as equities classified as available-for-sale
financial assets, are included in the fair value reserve in equity (fair value and
reserve / financial instruments available-for-sale).

Revenue recognition

Income is recognized on accrual basis except for the interest income on non-performing

loans, which ceases when the recovery of interest or principal is in doubt. Dividend

income of shares and mutual funds are recorded when declared.

Treasury bills and other governmental bills eligible for rediscounting with the
Central Bank of Egypt
Treasury bills are recorded at nominal value, the unearned revenues are recognized in

the creditors and other liabilities item. Treasury bills are presented in the balance sheet

net of the issuance discount.



2-¢

Financial assets:

The bank classifies its financial assets in the following categories:

Financial assets at fair value through profit or loss; held to maturity investments; and

available-for-sale financial assets. Management determines the classification at initial

recognition.

a)

Financial assets at fair value through profit or loss
This category has two sub-categories; financial assets held for trading, and those
designated at fair value through profit or loss at inception.

A financial asset is classified as held for trading if it is acquired or incurred
principally for the purpose of selling or repurchasing in the near term or if it is part
of a portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short-term profit-taking.
Derivatives are also categorized as held for trading unless they are designated as
hedging instruments.

Financial assets are designated at fair value through profit or loss when certain

investments, such as equity investments, that are managed and evaluated on a fair

value basis in accordance with a documented risk management or investment
strategy and reported to key management personnel on that basis are designated at
fair value through profit and loss, '

- Gains and losses arising from changes in the fair value of derivatives that
are managed in conjunction with designated financial assets or financial
liabilities are included in ‘net income from financial instruments designated
at fair value’. '

Any derivative or financial instrument that was designated to be measured
at fair value through profit or loss is not reclassified during the holding
period from the group of financial instruments if it as initially classified as
fair value through profit or loss.

For the period starting from -1* July 2008 up to 31* December 2008 only-
the bank applied the following policy:

The bank may reclassify financial assets held for trading, if a financial asset
is no longer held for the purpose of selling or repurchasing in the near term
(notwithstanding that the financial assets may have been acquired or
incurred principally for the purpose of selling or repurchasing it in the near
term). All reclassifications are made at the fair value of the financial asset

-



b)

i 4

at the date of reclassification to financial assets available-for-sale if the
Bank has the intention and ability to hold that financial asset for the
foreseeable future or to held-to-maturity financial assets or loans and
receivables, if it meets the criteria of loans and receivables being having the
intention and ability to hold that financial asset to maturity. Any previously
recognized gains or losses cannot be reversed and no gain may be
recognized before that date. The fair value at the date of reclassification
becomes the new cost for available-for-sale financial asset or amortized
cost of the held-to-maturity financial asset, and loans and facilities.

At all other circumstances the Bank should not reclassify any financial
instrument into financial instrument measured at fair value through profit or
loss or to financial assets held-for-trading,.

Held-to-maturity financial assets

Held-to-maturity investments are non-derivative financial assets with fixed or

determinable payments and fixed maturities that the Bank’s management has the

positive intention and ability to hold to maturity. If the Bank were to sell other than

an insignificant amount of held-to-maturity assets, the entire category would be

reclassified as available for sale.

Available-for-sale financial assets

Available-for-sale investments are non-derivative financial assets those intended to

be held for an indefinite period of time, which may be sold in response to needs for

liquidity or changes in interest rates, exchange rates or equity prices.

The following is applied to the financial assets:

Regular-way purchases and sales of financial assets at fair value through profit
or loss, held to maturity and available for sale are recognized on trade-date —
the date on which the Bank commits to purchase or sell the asset.

The recognition of the financial assets which are not classified with the fair
value within profits and losses is firstly recognized with the fair value plus the
transaction cost, and the financial assets that are classified at its beginning by
the fair value within the profits and losses is reco gnized by only the fair value
with carrying the cost of the transaction on the income statement (trading net
income item).

The financial assets are excluded when period of contractual right ends in
getting cash flow from the monetary assets or when the bank transfer the most
of risks & rights related to the ownership to other party & when the liabilities

-9.-



end the exclusion is done by getting rid of it or canceling it or contractual
period ends .

Available-for-sale financial assets and financial assets at fair value through
profit or loss are subsequently carried at fair value. Held-to-maturity
investments are carried at amortized cost using the effective interest method.
Gains and losses arising from changes in the fair value of the ‘financial assets
at fair value through profit or loss’ category are included in the income
statement in the period in which they arise. |

Gains and losses arising from changes in the fair value of available-for-sale
financial assets are recognized directly in equity, until the financial asset is
derecognized or impaired. At this time, the cumulative gain or loss previously
recognized in equity is recognized in profit or loss.

Interest calculated using the effective interest method and foreign currency
gains and losses on monetary assets classified as available for sale are
recognized in the income statement. Dividends on available-for-sale equity
instruments are recognized in the income statement when the entity’s right to
receive payment is established. '

The fair values of quoted investments in active markets are based on current
bid prices. If there is no active market for a financial asset, the Bank
establishes fair value using valuation techniques. These include the use of
recent arm’s ength transactions, discounted cash flow analysis, option pricing
models and other valuation techniques commonly used by market participants.

Debt instruments can be reclassified from the available-for-sale assets to held-

to-maturity at fair value when the Bank has the intention and ability to hold to

maturity. Any related profits or losses that were previously recognized in
equity are treated as follows:

- Financial assets with fixed and determinable payments and fixed
maturity valued at amortized cost, using the effective interest method
in case of impairment the profits or losses that has been previously
recognized in equity is removed from equity and recognized in the
icome statement.

- Profit or loss related to financial assets without fixed or determinable
maturity are held in equity till sale or disposal of the asset then
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removed from equity and recognized in the income statement. In case
of impairment the profits or losses that has been previously recognized
directly in equity is removed from equity and recognized in the income
statement. '

Investments 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.

Off-setting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognized amounts and
there is an intention to settle on a net basis, or realize the asset and settle the
liability simultaneously. |

Treasury bills purchased under agreements to resell and treasury bills sold subject
to repurchase agreements are recorded at net in the balance sheet under treasury
bills and other government securities.

Derivative financial instruments

Derivatives are initially recognized at fair value on the date on which a derivative
contract is entered into and are subsequently re-measured at their fair value. Fair
values are obtained from quoted market prices in active markets, including recent
market transactions, and valuation techniques, including discounted cash flow
models and options pricing models, as appropriate. All derivatives are carried as

assets when fair value is positive and as liabilities when fair value is negative.

Valuation 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 valuye 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
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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-j 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 petiods for banks’ employees are charged to the
income statement.

The bank was accounting for employees benefits related to the health care
plans for current and retired employees based on payments and actual costs.

2-k 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 redeemable 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 vsing the new fair
value.

The Bank regular]y 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 their net

original book value before the recognition of the impairment.

2-L. 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
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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-M Impairment on financial assets

m-1  Assets carried at amortized cost

m-2

The Bank assesses at each balance sheet date whether there is objective
evidence that a financial asset or group of financial assets is impaired. A
financial asset or a group of financial assets is impaired and impairment
losses are recognized in the income statement, these impairment losses
incurred only if there is objective evidence of impairment as a result of
one or more events that occurred after the initial recognition of the asset
(a ‘loss event’) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or group of financial
assets that can be reliably estimated.

The criteria that the Bank uses to determine that there is objective
evidence of an impairment loss include:

«  Financial difficulties experienced by the debtor;

*  Initiation of bankruptcy proceedings.

Assets classified as available-for-sale

The Bank assesses at each balance sheet date whether there is objective
evidence that a financial asset or a group of financial assets classified as
available-for-sale or held-to-maturity is impaired. In the case of equity
investments classified as available for sale, a significant or prolonged
decline in the fair value of the security below its book value is
considered in determining whether the assets are impaired.

According to the Central Bank of Egypt’s rules any decline in the fair
value during the period from 1 July 2008 to 31 December 2008 is not
considered to be impairment. Starting from 1 January 2009 a 10%
decline in his fair value and a prolonged decline of nine months is
considered to be impairment. If any such evidence exists for available
for-sale financial assets, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognized in profit or
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loss — is removed from equity and recognized in the income statement.
Impairment losses recognized in the income statement on equity
instruments are not reversed through the income statement. If, in a
subsequent period, the fair value of a debt instrument classified as
available for sale

Increases and the increase can be objectively related to an event
occurring after the impairment loss was recognized in profit or loss, the
impairment loss is reversed through the income statement.

Contingent liabilities and commitments

Contingent liabilities, in which the bank is a party, 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.

Cash and its equivalents

For the purpose of preparing the cash flow statement, the cash and cash
equivalents include cash and balances with the Central Bank of Egypt,
current accounts with banks and treasury bills and other governmental

bills maturing within 3 months or less from the acquisition date.

Depreciation and amortization

- Fixed assets are recorded at historical cost and depreciated by the
straight line method uéing appropriate depreciation rates which are
determined based on the estimated useful life for each type of asset:

Type of asset Estimated useful lives
Premises and buildings 20 years

Tools and equipment 10 years
Fumiture 10 years
Integrated automated systems 5 years
‘Transportation means 5 years

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

Income taxes
Income Tax on the profit or loss for the financial period comprising
current and deferred tax is recognized in the Income statement except for
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income tax related to owner’s equity items which is recognized directly
to the owner’s equity statement.

Current tax is the expected tax payable on the taxable income for the
year using tax rates enacted or substantially enacted at the financial
position date in addition to the tax difference from previous years.
Deferred tax is provided for temporary differences between the book
value 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 at the financial position
date.

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 at the balance sheet date.
A deferred tax asset is recognized only to the extent that it is probable
that future taxable profits wil} 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 during the upcoming
periods.

3- Financial instrument, risk management and critical accounting estimates and
judgments |
3/1 Financial instruments
(a) The Bank's financial instruments are represented in the financial assets and
liabilities. The financial assets include cash and current accounts and
deposits due from Banks, investments, loans to customers & Banks and
financial derivatives, as also the financial Habilities include customers'
deposits, dve to Banks and financial derivatives, and rights and obligations

to others stated in the contingent liabilities.
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(b) The fair value for the financial instruments

Note to the financial statements no. 2, significant accounting policies sets

out the accounting policies used to recognize and measure significant

financial instruments and related revenues and expenses.

(c) 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 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.

372 Management of risks related to the financial instruments

(@)

(b)

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:-

- Correlaﬁng 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 dates.

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

Preparation of credit studies on 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.
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- Following 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.

Critical accounting estimates and judgments:-

The Bank uses estimates and assumptions that affect the reported amounts of

assets and liabilities within the next financial year. Estimates and judgments

are continually evaluated and based on historical experience and other factors,

including expectations of future events that are believed to be reasonable

under the circumstances.

(a) Impairment of available for-sale equity investments
The Bank determines that available-for-sale equity investments are
impaired when there has been a significant or prolonged decline in the
fair value below its cost. This determination of what is significant or
prolonged requires personal Judgment. In making this Jjudgment, the
Bank evaluates among other factors, the normal volatility in share price.
In addition, impairment may be appropriate when there is evidence of
deterioration in the financial health of the invested, industry and sector
performance, changes in technology, and operational and financing cash
flows.

According to the Central Bank of Egypt’s regulations any decline in the

fair value during the period from 1 July 2008 to 31 December 2008 is not
considered an impairment.
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(b)

()

Had all the declines in fair value below cost been considered significant
or prolonged, the Bank would suffer an additional LE 114 481 202 loss,
being transfer of the negative fair value reserve balance to the income

statement.

Fair value of derivatives

The fair value of financial instruments that are not quoted in active
matkets are determined by using valuation techniques. Where valuation
techniques (for example, models) are used to determine fair values, they
are validated and periodically reviewed by qualified independent
personnel of the area that creéted them. All models are certified before
usage, and models are calibrated to ensure that outputs reflect actual data
and comparative market prices. To the extent practical, models use only
observable data; however, areas such as credit risk (both bank’s and
counterparty), volatilities and correlations require estimations by
management thus changes in assumptions about these factors could

affect reported fair value of financial instruments.

Held-to-maturity investments

The Bank classifies non-derivative financial assets with fixed or
determinable payments and fixed maturity as held to maturity. This
classification requires significant personal judgment. In making this
judgment, the Bank evaluates its intention and ability to hold such
investments to maturity. If the Bank fails to keep these investments to
maturity other than for the specific circumstances — for example, selling
an insignificant amount close to maturity — it will be required to
reclassify the entire category as available - for- sale The investments
would therefore be measured at fair value not amortized cost plus
suspending the investment classification with this item.

If the entire held-to-maturity investments are tainted, the fair value
would increase by LE 9 518 963 with a corresponding entry in the fair

value reserve in shareholders’ equity.
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4- Cash and due from Central Bank of Egypt

31/12/2009 31/12/2008
_ LE LE
Cash on hand 480252 561 476 691 807
Due from Central Bank of Egypt
“reserve percentage’ * 4 481 443 349 526 241 767

4 961 695 910 1 002 933 574

* The Bank is required to apply the reserve percentage as required by the Central
Bank of Egypt in accordance with Banking and credit regulations.

5- Due from banks
31/12/2009 31/12/2008

LE LE
A~ The Central Bank of Egypt
- Current accounts 7654 775 20990 154
- Ttme deposits . 436 551 337 6 758 679 943

444206 112 6 779 670 097

B- Local Banks

- Current accounts 5264411 4 402 961
- Time deposits 500 000 000 170 000 000
505264 411 174 402 961

C-  Foreign Banks
- Current accounts 61679 777 93 522 981
- Time deposits 1327717 274 969 191 180

1389 397 051 1062 714 161

2338 867 574 8 016 787 219
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Treasury bills and other governmental bills eligible for rediscounting with the

Central Bank of Egypt

Treasury bills 91 days maturity

Treasury bills 182 days maturity
Treasury bills 273 days maturity
Treasury bills 364 days maturity

Total

Less: unearned interest

Financial assets held for trading
Debt - securities
- Governmental bonds
Total debt - securities
Equity — securities (listed)
- Local companies stocks
- Mutual funds certificates

Total equity

Total financial assets held for trading

-20-

31/12/2009
LE
126 475 000
1312225 000
1 854 650 000
1 469 450 000

31/12/2008
LE

482 950 000

836 375 000

830 950 000

1 575 000 000

4762 800 000
(235 366 400)

3725 275 000
(199 293 089)

4527 433 600

3 525981911

31/12/2009 31/12/2008
LE LE

45 478 354 148 460 493

45 478 354 148 460 493

. 5594 385

- 10 397 000

- 15 991 385

45 478 354 164 451 878
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Loans to customers and banks (net of provision)

31/12/2009 31/12/2008
LE LE
Discounted commercial papers - 991 349 15790 396
Loans to customers 17753 684 817 14 727 057 050
Loans to banks * 500 000 000 500 000 000
Total 18 254 676 166 15 242 847 446
Unearned discount -- (33 628)
Interest on settlement (71 362 723) (120 405 454)
Interest in - suspense (74 436 092) (75 284 962)
Loans provision (1967 662 042) (1 932 878 058)

16 141 215 309

13 114 245 344

*  The loan granted to the Arab African International Bank according to the loan

~contract dated 5 February 2007. The loan will be fully repaid at the end of 7 years

period. The loan is subject to fixed annual interest rate of 9.75%. The interest is to

be paid every three or six months according to borrower’s discretion. The loan is

subject. to management fee of 1% and commitment fee of 0.5% due on the unused

portion of the loan. The borrower withdrawn LE 100 million on 22 F ebruary 2007

and LE 400 million on 25 February 2007.

9- Loans provision (performing /non-performing)
31 December 2009
Specific -~ General Total
LE LE LE

Provisions at the beginning of the year 1 703 496 020 225382 038 1932 878 058
Amounts formed during the year - 43 182 900 43 182 900
Transfers between provisions (67827 829) 67 827 829 --
Proceeds from debts previously written off 699 536 - 699 536
Foreign currencies valuation differences _ (30 519) 20316 {10 203)

1 636 337 208 340 413 083 1 976 750 291
Amounts used during the year (9 088 249) -- (9 088 249)
Provisions at the end of the year 1 627 248 959 340 413 083 1 967 662 042
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31 December 2008

Specific General Total
LE LE LE

Provisions at the beginning of the year 1 959 847 987 146 196 478 2 106 044 465
Proceeds from debts previously written off 10 860316 -- 10 860316
Provisions no longer necded* (90 695 159) -~ (90 695 159)
Transfers between provisions (83 259 182) 83 259 182 --
Foreign currencies valuation differences (1 014 000) (50 339) (1 064 339)

1795739 962 229405321 2025145283
Amounts used during the year (92 243 942) (23 283) (92 267 225)
Provisions at the end of the year 1 703 496 020 229 382 038 1 932 878 058

10-

*  Proved with other operating revenues in the income statement.

Financial derivatives

The Bank uses the following derivative instruments for non-hedging purposes.
Currency forwards represent commitments to purchase foreign and domestic currency,
including undelivered spot transactions on a future date at a specified price,
established in an organized finaricial market. The credit risk is negligible Forward rate
agreements are individually negotiated interest rate futures that call for a cash
seftlement at a future date for the difference between a contracted rate of interest and
the current market rate, based on contractual / notional principal amount.

Interest rate swaps are commitments to exchange one set of cash flows for another.
Swaps result in an economic exchange of interest rates (for example, fixed rate for
floating rate) or a combination of all these (i.e., cross-currency interest rate swaps).
The Bank’s credit risk represents the potential cost to replace the swap contracts if
counterparties fail to fulfill their obligation. This risk is monitored on an ongoing
basis with reference to the current fair value, a proportion of the contractual amount
of the contracts. To control the level of credit risk taken, the Bank assesses
counterparties using the same techniques as for its lending activities.

The contractual amounts of certain types of financial instrument provide a basis for
comparison with instruments recognized on the balance sheet but do not necessarily
indicate the amounts of future cash flows involved or the current fair value of the
instruments and, therefore, does not indicate the Bank’s exposure to credit or price
risks. The derivative instruments become favorable (assets) or unfavorable (liabilities)
as a result of fluctuations in market interest rates or foreign exchange rates relative to
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Derivatives held for trading

their terms. The aggregate contractual or notional amount of derivative financial

instruments on hand, the extent to which instruments are favorable or unfavorable,

and thus the aggregate fair values of derivative financial assets and liabili{ies, can

fluctuate significantly from time to time. The fair values of derivative instruments

held are set out below:

Foreign Currencies

derivatives

Forward contracts

11-

31/12/2009 31/12/2008
Fair Value Fair Value
The Assets Liabilities The Assets Liabilities
Assumption Assumption
Contractual Contractual
Amount Amount
LE LE LE LE LE LE
-- - 66 475 495 803 588 803 588
- - - 66 475 495 803 588 803 588
Financial investments
31/12/2009 31/12/2008
LE LE

Available —-for- sale investments
Debt securities-at Tair value:
- Listed 1302354524 2699 726 844
Equity securities-at fair value:
— Listed 61 214 479 61 886 598
— Unlisted 410-881 002 391 066 730
Total available-for-sale investments 1774450005 3152680172
Held —to- maturity investments
Debt securities:
— Listed 100 000 000 100 000 000
— Unlisted 1688390746 1683 067 3_15

Total held-to-maturity investments 1788390746 1783067315

Total investments 3 562 840 751 4 935 747 487

31/12/2009 31/12/2008
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- Current

- Non-current

- Debt securities-fixed income

- Debt securities-variable income

Balance as at 1/1/2009
Additions
Disposals (sell/redeem)

Valuation difference of monetary -

assets dominated in foreign currencies

Changes in the fair value
Impairment loss

Balance as at 31/12/2009

Balance as at 1/1/2008 restated after
changes in accounting policies (note
no. 2a)

Additions

Disposals (sell/redeem)

Transfers

Valuation difference of monetary
assets dominated in foreign currencies
Changes in the fair value

Balance as at 31/12/2008

Available-for-
sale investments

LE
3152680172
158 869 237
(1 677078 944)

(389 745)

151 393 455
(11 024 170)

LE
1 463 569 003
2099 271 748

LE

2 861 613 442
2074134 045

3 562 840 751

4 935 747 487

1397 897 575
1 692 847 695

2 818 992 495
1 663 801 664

3 090 745 270

4 482794 159

Held-to—
maturity
investments
LE
1783 067 315
20 549 836
(7 336 676)

(7 889 729)

1774 450 005

1788 390 746

2 527 408 084

1305 548 235
(822 973 701)
444 566 288

(207 515)
(301 661 219)

1676 900 941

128 368 255
(21 978 850)

(223 031)

3152680172

1783 067 315
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LE
4 935 747 487
179 419 073

(1 684 415 620)

(8 279 474)

151 393 455
(11 024 170)

3 562 840 751

4204 309 025

1433 916 490
(844 952 551)
444 566 288

(430 546)
(301 661 219)

4 935 747 487




Gains on financial investments For the year For the year
ended ended
31/12/2009 31/12/2008
LE LE
Gains from sale of available - for — sale investments 29 082 783 9 466 759
Impairment loss on debt securities available-for - sale (11 024 170) --
(Grains from sale of held — to — maturity investments 931 025 21082 120
18 989 638 30 548 879
12- Investments in associates
31 December 2009 - 31 December 2008
Amount Sharing  Amount Sharing
LE Percentage LE Percentage
% %
Abrag Misr ElAlamaya Company 11 270 400 28 11 270 400 28
Misr Alexandria Fund for Financial Investment Co. 7 500 000 25 7 500 000 25
United Company for Valves (butterfly) -- 25 - 25
18 770 400 18 770 400
- Investments in associates represent investments not listed in the Stock Exchange.
13- Debit balances and other assets (net)
31/12/2009 31/12/2008
LE LE
Accrued revenues 172 922 354 311 697 020
Prepaid expenses ' 58 794 611 41 458 279
Assets reverted to the Bank in settlement of debts 19783 219 26 936 475
Payments under purchase of fixed assets 41 604 741 29 984 954
Deposits with others 8 564 890 8 528 317
Other debit balances  * 310303 208 325695 152
611 973 063 744 300 197
Provisions for doubtful amounts (255 700 000) (250 000 000)
Net 356 273 063 494 300 197

* Other debit balances includes the following:
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- An amount of LE 239 million as at 31 December 2009 compared to LE 242
million on 31 December 2008 represents disputed amounts paid to the Tax
Authority and a provision with the total amount has been formed.

- An amount of LE 17 million as at 31 December 2009 compared to LE 8
million on 31 December 2008 represents disputed amounts due to the Bank
and a provision for the total amount has been formed.

- An amount of LE 25 million on 31 December 2009 compared to LE 38
million on 31 December 2008 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.

14- Fixed assets (net of accumulated depreciation)

Cost as at 1/1/2009
Additions during the year
Adjustments

Disposals during the year
Cost as at 31/12/2009
Accumulated depreciation
as at 1/1/2009
Depreciation for the year
Disposals accumulated

Depreciation

Accumulated depreciation

as at 31/12/2009

Net assets as at 31/12/2009

WNet assets as at 31/12/2008

15.

Land* Premises and Integrated Transporfation Installation Tools and Furniture Total
Buildings automated Means and Eqguipment
Systems Preparafions
LE LE LE LE LE LE LE LE
11302 496 86 818 531 160 595 448 13 244 060 3698661 66271202 35181 571 377111 96%
- 14 776 729 42158 647 3 694 000 9200 3370 725 2 806 130 73 415 431
- -~ -~ - - (5 396) (90 115) (95 511)
(20 941) (1 500) - (2311322) -- (16 600) - (2 350 363)
11 281 555 101 593 760 203 354 095 14 626 738 3707861 75619931 37897586 448 081 526
-- 58 428 815 111 153 135 §297451 3600756 27094389 16421330 224 995 876
-- 3529308 27012 752 1815 876 14114 6322 690 2912281 41 607 021
-- (1500) -~ {1521 710) - (7 470) - (1 530 680)
-- 61 956 623 138 165 887 8591617 3614870 33409609 195333611 265072217
11281 555 39637137 65 188 208 6035121 92991 42210322 18563975 183 009 309
11 302 496 28 389716 49442 313 4 946 609 97905 39176813 18 760241 152 116 093

Fixed assets include an amount of LE 7 704 979 representing lands not registered
in the Bank’s name, the legal procedures for registration of these assets are
currently taking place.

Due to banks
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16.

17‘

%

A- Local banks
Current accounts
Time deposits

B- Foreign banks
Current accounts
Time deposits

Customers' deposits

Demand deposits

Time deposits and call accounts
Saving and deposits certificates
Saving deposits

Other deposits

Credit balances and other liabilities

Accrued interest

Unearned revenue

Accrued expenses

Creditors and other credit balances *

31/12/2009
~ LE

20729 407
1397 569 835

1418 299 242

110 651 729
1 181 855 966

1292 507 695

2 710 806 937

31/12/2009
LE
2655126 915
4311 584 138
2566 912 048
15138 732 339
418 353 295

31/12/2008
LE

16 586 297
1229 593 042

1246 179 339

80413 150
951 267 036

1 031 680 186

2 277 859 525

31/12/2008
LE
2331412 444
4757 084 897
2 755 966 149
15030273 789
413 026 125

25 090 708 735

25 287 763 404

31/12/2009 31/12/2008
LE LE
49 469 744 108 038 202
20 516 660 17 064 280
52 895 961 57 176 095
646 925 107 546 541 949

769 807 472

728 820 526

Includes an amount of LE 256 million as at 31 December 2009 versus LE 213 million as at
31 December 2008 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
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its employees, representing 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 fho_se who early and
discretionary retired according to the early retirement program rules. Hence, this program
does not include the employees’ families. An amount of LE 19 million represents the
payment of medical expenses provided to the Bank’s employees and retired employees
during the year. 7

The most important assumptions used by the actuary in his estimate represented in the

followings:
Interest rate used for discount 11.5% yearly
Inflation rate of health care costs 9% yearly

Turn-over of erhployees that will not get any benefits from health 0.5% yearly
care services

Retirement rate due to health causes 0.2% yearly

The following table clarifies the effect of changes in these assumptions on the present
-value of the expected liabilities:
Changes in Effect in
assumptions LE Million

Interest rate used for discount +/- 0.50 % yearly +/-1 7
Inflation rate of health care costs +/- 0.50 % yearly +/- 17
Turn-over of employees +/- 0.50 % yearly +/- 6
Deaths within the year - -9

- On 10 June 2009 the bank’s management announced an carly retirement plan for
its employees under specific conditions for which around 350 employees
enrolled in the plan and the general and administrative expenses were affected by

an amount of LE 66.5 million.
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18.  Long term loans

Description Interest Maturity Amounts Balance as at
maturing
rate | date next year 31/12/2009  31/12/2008
%o LE LE LE LE
European Investment Bank loan * 4.2 2010 59 205 907 59205907 114752 081

Social Development Fund ** 4.0-10.0 2009/2013 15438 200 31047339 55762104
Loan within the framework of the '
Agricultural Sector Development

Program™*** 35-45 2011 28 227 256 77887252 69235183
Total long term loans : 102 871 363 168 140 498 239 749 368
* This item is represented in the loan agreement concluded between the Bank and the

Buropeanrlnvestment 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 European 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 § years
and repayment shall be made on 20 semi-annual installments. First installment 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.

Ex 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 136.5 million has been settled till 31 December 2009,

***  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 Euro 98 million to be used in forming a revolving fund and
Commercial International Bank is the loan manager.
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19-

Description

Expected claims
provision
Contingent liabilities
provision

Other provision

Balance

*

Description

Expected claims provision
Contingent liabilities provision

Gther provisions

Balance

Other provisions

31/12/2009
Balance at Formed Proceeds Provisions ¥ Foreign Amounts used  Balance at the
the during the from no longer currencies during the end of the
beginning of year amounts needed valuation year year
the year previously difference
written off

LE LE LE LE LE LE LE
298 443 828 17 061 703 - - (163 579) (16771 026) 298 570 926
256299 040 -- 15 691 (29 146 765) (1 603 582) (7377332) 218187 052
6905 721 686 115 - - - (780 272) 6811 564
561 648 589 17747 818 15691 (29 146 765) {1767 161) (24 928 630) 523 569 542

Recorded in other operating revenues in the income statement.

Contingent liabilities provision includes an amount of LE 31 740 705 as

a provision of performing contingent liabilities.

31/12/2008

Balance at . Formed Transfers Provisions ne Foreign Amounts  Balance at

the during the among longer needed currencies used during  the end of
beginning year provisions valuation the year the year
of the year differences

LE LE LE LE LE LE LE
393 594 574 20 500 000 (93 000000} -- (471499) (22179247) 2098 443 828
335838 239 -- - (66 746 371) (4 435 517) (8357311) 256299 040

7358 553 -- - (34 750) - (418 082) 6 905 721

736 791 366 20 500 000 (93 000000) (66 781 121) (4907 016) (30954640 561 648 589

Contingent liabilities provision includes an amount of LE 39 259 039 as

provision for performing contingent liabilities
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20. Shareholders’ equity
A) Authorized capital

B)

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

Issued and paid-in-Capital

The issued capital amounts to LE 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 to LE 800 million became distributed
on 160 million shares with par value of LE 5 each.

On 31 Ociober 2006 San Paolo — IM.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 and on 1 January 2007 a merger undertaken between San
Paolo I.M.I and Intesa Bank S.P.A and the name was amended to be Intesa
San Paolo /S.P.A . _

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.

The bank's unordinary general assembly has approved in its session held on
26 March 2008 on dividing of share with percentage 1:2.5 thereby issued
and paid-in capital which amounts to L.E 800 million distributed on 400

million shares with par value of I.E 2 per share.

- On 22 March 2009, the International Finance Corporation L.F.C purchased

9.75% of the Bank’s shares, so Intesa San Paolo S.P.A share became
70.25%.
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21-

Reserves
31/12/2009 31/12/2008
LE LE
Legal reserve 204 635 476 204 635 476
General reserve 29311678 29311 678
Special capital reserve 399 873 322 399 873 322
Fair value reserve / available for sale investment (note- A) (44730 034) (191 543 413)
Other reserve 289 187 935 289 187 935
731 464 998

878 278 377

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
1ssued and paid in capital.

It is not permitted to distribute from the special reserve without the Central Bank of
Egypt’s approval.

According to preparation and presentation rules of financial statements for banks
and measurement and recognition basis issued on 16 December 2008 accounting for
available- for-sale investments measurement have been changed from the lower of
cost (taking into consideration the FX valuations) or fair value with the differences
charged to “Income Statement” to fair value with changes to equity. The
reclassification impact appears on the “statement of changes in shareholders Equity”
and the adjustments related to the previous years have been done retrospectively
(note no. 2a). Below is the effect of the change in accounting policies on the fair

value reserve/available-for-sale investments:
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(21- A) Fair value reserve / available — for -sale investments

Balance as at 1/1

Change in the fair value (note no.11)

Net (gains) losses transferred to income statement on
disposals ,

Net losses transferred to retained earnings on disposals
Revaluation reserve by-foreign currencies

Reserve after recalculating the bonds by amortized cost

22. Contingent liabilities and commitments

Letters of guarantee
Documentary credits (export and import)
Rediscounted Bills

23. Dividend income

Trading investments
Available - for - sale investments
Held — to — maturity investments

Investments in associates

-33.

31/12/2009
LE

(191 543 413)

151 393 455

(23 787 536)
17 479 977
(3 482)
1730 965

(44 730 034)

31/12/2009
LE
1752001 474
381 408 385

46 643 550

31/12/2008
LE
108 559 975
(301 661 219)

1557 831

31/12/2008
LE-
2 146 593 498
391354118
64 239 183

2 180 053 409

2602 186 799

For the year

ended
31/12/2009
LE
165 000
7957 155
537 500
2458 231

11117 886

For the year
ended
31/12/2008

LE

66 214 364
7278 388
8 250 000
2 989 500

84 732252



24- Net trading income

Gains on dealing in foreign currencies

(losses) gains on revaluation balances of forward and

swap contracts
Profits (losses) on trading debt securities

Profits (losses) on trading equity securities

25. Reconciliation of effective tax rate

. Accounting profit before tax

Tax rate

Income tax calculated on the accounting profit
Non deductible expenses

Tax exemptions

Effect of provisions
Income fax

Tax on the income from treasury bills and bonds

Accrued taxes

234 -

For the year For the year
ended ended
31/12/2009 31/12/2008
LE LE

60 427 862 65325030
(3 421 249) 8 000 221
9081 770 (6 560 059)
1189533 (382342 425)
67277916 (315577 233)
31/12/2009
LE. LE.
613 432 445
20%
122 686 489
8 977 369
(52 449 485)
(1793 744)

(45 265 860)

77 420 629

88 980 112




26. Deferred tax assets and liabilities

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

Fixed assets (depreciation)
Provisions (other than loans and taxes
provision)

Fair value differences

Retained tax losses (*)

Total deferred tax asset (liability)

Net deferred tax asset

Deferred tax assets

Deferred tax liabilities

31/12/2009  31/12/2008  31/12/2009
LE LE LE
~ - (5718 597)
102050 908 110 756 118
30658002 60 020 678 -
499370 771 499 370 771 -
632079681 670147567 (5718 597)
626 361 084 666 759 223

31/12/2008
LE

(3 388 344

(3 388 344)

* In the light of initiating work by law no. 114 for the year 2008 the losses are

available to be carried forward till year 2012.

In the light of the Bank’s adjusted budgets for the next years, and calculation of the

bank taxable profits, the bank will not Hable for corporate taxes after deducting the

exempted due amounts according to tax law No. 91/2005 and the retained taxes

losses in accordance to the reports handled to Large Taxpayers Center untill 2007

before acting under law no. 114/2008, thus deferred tax assets have not been

recognized in respect to these items due to lack of assurance of sufficient future

taxable profits for which the bank can utilize the benefits from assets therewith.
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27. Earnings per share

28-  Capital commitments
A. Financial investments

The capital commitments related to financial investments that not paid until

balance sheet date amounted to USD 7 150 652 represented as follow:
Available — for — sale investments (foreign Investment Paid Unpaid
currency) value amount amount

USs US$ US$
Horus Fund for Investment in Agricultural and
Food Sector 4444850 3294198 1150 652
African Bank for Import and Bxport
(Afrexim) 10 000 000 4 000 000 6 000 000
14 444 850 7294198 7 150 652

Net profit for the year

Board of directors remuneration

Employees' share

Shareholders’ share in the net profit for the year

Weighted average of number of shares

Earnings per share

For the year
ended
31/12/2009
LE
524 452 333
(2 200 000)
(49 566 818)

For the year
ended
31/12/2008
LE
406 549 929
(2 200 000)
(38 416 907)

472 685 515 365933 022
400 000 000 400 000 000
1.18 0.91

<36 -




29,

30.

B. Fixed assets and preparation of branches

The capital commitments related to contracts to purchase fixed assets and prepare

branches that are not yet executed, amounted to LE 106 739 710 on
31 December 2009 versus LE 117 275 507 on 31 December 2008.

Maturities of assets and liabilities

Description

Assets

Due from banks

Treasury bills and other bills eligible for
rediscounting with The Central Bank of Egypt
Financial assets held for trading

Available - for- sale investments

Loans to customers and banks

Held - to- maturity investments

Investments in associates

Debit bajlances and other assets

Liabilities

Due to banks

Customers' deposits

Long term loans

Credit balance and other credit balances

Applied interest rates during the year

Due within
one year

Figures in
thousands
LE

1902316

4 527 434
- 45478
1463 569
6758 153

312292

15009 242

2710752
11 308 126
102 871
407 227

14 528 976

Due within
more than
one year
Figures in
thousands
LE

436 552

310 881
11 496 523
1788 391
18 770

43 981

14 095 098

55

13 782 583
65 269
362 581

14 210 488

The average interest rates on assets and liabilities amounted to 7.3%, 4.6%

respectively.
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31. Tax status

The Bank computes the due taxes and remits them to the 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 tax

claims.

A- Corporate tax

- The Tax Authoﬁty has inspected till the year ended 31/12/2006 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 till,
2004/2005, 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.

- On 5/8/2009 an agreement has been signed between head of Tax
Authority and chairman of the bank for the settlement of disputes for the
years stated above, and coordination with Large Taxpayers Center to
view the draft reconciliation on the issues.

- As for the year ended December 31, 2007 and 2008 the tax return
presented to the Large Taxpayer Center resulted in tax losses in the lights
of the exemptions under law no. 91 / 2005.

B- Salaries tax
The tax Authority has inspected the years till 2004 and the due tax was settled,
the years 2005/2006 results are still pending although they were inspected.
the years 2005/2008 have not been inspected yet by tax authority.,

C- Stamp duty tax
Calculation and deliverance of stamp tax that is made according to law no.
143 / 2000,

32, Allocation of assets, liabilities, contingent liabilities and commitments
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31/12/2009 31/12/2008
figures in figures in
thousands thousands
LE LE
Allocation of loans te customers according to
Business sectors
Public business sector 556 862 210589
Private business Sector 9 006 723 9097 235
Household sector 7538016 5434983
Non resident sector 653 075 40
Banks 500 000 500 000
18 254 676 15242 847
Allocation of customers’ deposits
According to business sectors
Public service Sector 918 844 892 548
Public business Sector 639 624 1 067 568
Private and household sector 23 018 786 22 432 889
Non resident Sector 9409 28
Financial institutions sector 364 575 753 419
Other deposits 139 471 141311
25090 709 25287 763
Allocation of net contingent liabilities and
Commitments according to business sector
Public business sector 245 199 415 145
Private and household sector 1 614 796 1 845 968
Public service sector 73 288 105 864
Other sectors 246 770 235210
2 180 053 2602187
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33.

Significant currencies positions

31/12/2009 31/12/2008
Surplus (deficit)  Surplus (deficit)
figures in figures in
thousands thousands
LE LE
Egyptian Pound (126 860) (27 525)
US Dollar 112 796 23 622
GBP 1779 {639)
Euro 6224 (2 962)
CHF 1695 3272
IPY 755 (12)
SAR 931 1107
Other 2 680 3137

34. Mutual funds

A-

First Mutual Fund of the bank (with periodical return and capital growth)

It is an activity authotized 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 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). Out of these 50 thousand certificates were
allocated to the Bank to undertake the fund’s activity and this is after
item(6) was amended from prospectus by the agreements of the money
market authority , the percentage will be 2% instead of 5% and that was
amended by article no. 150 with minister decision no. 209 for year 2007
from money market article law.

The Bank has purchased a number of 136 257 certificates (including
certificates have direct activities), their redeemable value in 31/12/2009
amounted to LE 30.6 million,

The redeemable value of the certificate at the date of 31/12/2009 amounted
to LE 224.62 and the certificates outstanding at that date reached 459 612
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 during the
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year amounted to LE 507 thousands presented under the item of fee and
commission income caption in the income statement.

B- Monetary mutual fund of the bank (with accamulated daily 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. The Bank - as an open fund has to adjust weekly the
percentage allocated.

- The Bank has purchased a number of 4.1 million certificates (certificates
have direct activities), and their redeemable value amounted to LE 55.4
million at the balance sheet date. The redeemable value of the certificate at
the date of 31/12/2009 amounted to LE 13.53 and the certificates
outstanding at that date reached 201 747 023 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 during the
year amounted to LE 8.2 million 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:
31/12/2009 31/12/2008
LE LE
Due from banks _ 116 498 634 76 961 112
Investments in associates 18 770 400 18 770 400
Debit balances and other assets 548 198 661 425
Due to banks 296 814 196 381 536 090
Customers’ deposits 14 560 14 647
Other credit balances | 1262182 2484 464
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Bank of Alexandria
Notes to the financial statements
for the year ended 31/12/2009 (Cont’d)

36. Comparative figures

- Comparative figures have been affected by the profit appropriation resolution

as approved by bank’s ordinary general assembly held on 19 March 2009.

Mahmoud Abd EI Latif
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Bank of Alexandria

{Egyptian Joint Stock Company)

Profit Appropriation Statement (Proposed)
For the year ended December 31, 2009

Net profit for the year

Less:

Capital gain transeferred to reserves according to the law

Appropriated profit for the year

Retained earnings (at year beginning)

Total

Appropriation

Legal Reserves

Stock Dividends

Employees' profit share

Board of DirectorsRemuneration

Retained earnings

Total

LE

524 452 333

(2 696 352)

521 755 981
669 820 376

1 191 576 357

26 087 799
40 000 000
49 566 818
2200000

1 073 721 740

1191 576 357
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Decree of the President of the Council of Ministers

No. 2684 of the Year 2009

The President of the Council of Ministers,
Having reviewed the Constitution,
And the Central Bank, the Banking Sector and Money Law No.88 of the year 2003
and amendments thereto,
And upon recommendation of the Minister of Finance,
Decided

(Article 1) . »
Mr. Alaa El-Din Ahmed Samaha shall hereby replace Mr. Amr Ali El-Garhy as State
Representatwe on the Board of Directors of the Bank of Alexandria.

3 Artde2)y

The competent authorities shall implement the present decrce_/

President of the Council of Ministers
1 1 ,

Ahmad Nazif

The Presidency of the Council of Ministers -
29 6f Shawwal, 1430 A.H. ’
18% of October, 2009 A.D.

Secretary General of the Council of Ministers
. Sami Sa'd Zaghlul
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INTESA [v] SNNPAOLO

International Subsidiary Banks Division
Piazza Paolo Ferrari, 10
20121 Milan

Milan

To
The Chairman of the Board
of Bank of Alexandria

Resignation

Dear Mahmoud,

it is with deep regret that I herby inform you that T resign from my position as a member of
the Board of Bank of Alexandria.

I'appreciate having had the opportunity to be a member of the Board; I wish you, the Bank and the
Board’s members continued success.

I'would like 1o take the opportunity to ask you also to convey my personal gratitude to the
Management of the bank for the efforts made in the last years.

Sincerely yours,

Fabrizio Centrone

Head of Area

Central Eastern Europe (CEE)
International Subsidiary Banks Division

Intesa Sanpaolo S.p.A. Sede Legale: Piazza San Carlo, 156 10121 Torino Sede Secondaria: Via Monte di Pietd, 8 20121 Milano
Capitale Sociale Euro 6.646.547.922,56 Numero di iscrizione al Registro delle Imprese di Torino e codice fiscale 00799960158
Partita IVA 10810700152 Aderente al Fondo Interbancario di Tutela dei Depositi e al Fondo Nazionale di Garanzia Iscritta all'Albo delle
Banche al n. 5361 e Capogruppo del gruppo bancario “Intesa Sanpaolo”, iscritto all’Albo dei Gruppi Bancari,



1 BANK
MNOL Gk ALEXANDRIA

Subject:
Engagement of External Auditors for the
financial year From 1-1-2010 till 31-12-2010

It is proposed that the Bank re-engage the offices
of Hazem Hassan (KPMG) and Allied for
Accounting and Auditing (Earnest &Young) as the
external auditors for the period from 1-1-2010 till
31-12-2010 proposed fees for the assignments are
as follows:

KPMG Hazem Hassan:

Egyptian Pounds:
w 750,000 Audit fees of the Financial Statement
according to local GAAP
@ 150,000 Audit fees lists interim (quarterly)
» 55,000 Audit fees tax returns

Ernst & Young:

Egyptian Pounds:
e 750,000 Audit fees of the Financial Statement
according to local GAAP
w 150,000 Audit fees lists interim (quarterly)
» 115,000 Review of Group Consolidated

Financial Statement

Looking forward for your kind consideration and
approval.
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Accounting, Planning & Control Division



M| GRALEXANDRIA I o N

Subject: € 3o
Proposal for donations for the financial year s Yo 4[] e AU Al oo 6yl i 1 )
from 01.01.2010 till 31.12.2010 & - s o c/': f'm‘

It is proposed to authorize the Board of fia 8 BIY) Gl sl o 1?5"““ £ el
Directors to grant donations up to maximum L lgda 0,0 00,00 bl aay cle ol

EGP 5, 000, 000.

Accounting, Planning & Control Division



