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Invitation to the Ordinary General Assembly
of Bank of Alexandria to be held on
Thursday the 19" of March 2009

Sirs, Intesa Sanpaolo S.P.A.

|, Mahmoud Abdel Latif, in my capacity as the
Chairman of Bank of Alexandria, have the
pleasure to invite you to attend the Ordinary
General Assembly of the Bank to be held on
Thursday the 19" of March 2009 at Nevertity
hall in Semiramis Intercontinental 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 financial
statements for the financial year
ending 31 December 2008 and the
Auditors Report;

Z Ratifying the Board of Directors’
Report for the Bank activities, its
financial position and its profits and
losses account for the financial year
ending 31 December 2008,

3 Ratifying the profits distribution list
for the financial year ending 31
December 2008;

4 Ratifying the activities of the Board of

Directors and discharging the same
of their activities done in the financial
year ending 31 December 2008;
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5 Reviewing remunerations and clme! ol Hgums GWayy CHEISs 2aad o
attendance allowance for the Board $3 101 Lulae
Members;
B Approving the estimate budget for Y e d Al d ol 35 ) gl e A8slanll
the year 2009,
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7 Ratifying the changes that took place O J = KN | V1 N S K O v
in the board of directors' members of eslidh § 1) alas
the bank;

8 Renewing the appointment of the alall cliluall 8 e Baldl Gl aad A
auditors for the year 2009 and flagilatl 1asdg Yoo LI

determining their fees,
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Authorising the Board of Directors to e il peie (35 W) alaa g 58 i
grant donations.

Kind regards

Chairman of the Board

Bank of Alexandria S.A.E Head Office: 49, Kasr El Nile Street, 11511 C

91 1999 Fax 00 20 2 2390 7793 Website: wiww
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AUDITOR'S 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 2008, 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 Re@on;fbiﬁty

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
statements, 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 estimates 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. 2008 and
of its financial performance and its cash flows for the year then ended 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 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, 2008 no contravention of the central bank, banking and monetary
institution law no.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 ['E:gulatiOHS“ is-in agreement with

the Bank’s books of account. B
//ﬁw 2( £ /ﬁ

Hazem Hassan Shenf‘ Bl Kifanpe -
KPMG Hazem Hassan Alhed fﬂ"___Accountmg & Audltmg (E&‘r )

ts B S

Cairo, February 25,2009
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(Egyptian Joint Stock Company)

Balance Sheet

As at 31 December 2008

ASSETS

Cash and balances with the Central Bank of Egypt
Due from banks

T'reasury bills and other bills eligible for rediscounting with the CBE
Financial assets - held for trading

Loans to cusiomers and banks (net of provision)
financial dervatives

financial investments

Available -for- sale investments

Held -to- maturity investments

Investments in associates

Debit balances and other assets (net)

Fixed assets (net of accumulated depreciation)

Total Assets
LIABILITIES & SHAREHOLDERS' EQUITY

Liabilities

Duce to banks

Customers' deposits

financial dervatives

Credit balances and other liabilities
Dividend payable

Long term loans

Other provisions

Total Liabilities

Shareholders' Equity

[ssued & paid-in capital

Reserves

Retained Earmnings

Total Shareholders' equity

Net profit for the year

Total shareholders' equity (including net profit for the year)
Total shareholders' equity & liabilities
Contingent Liabilities & Commitments
Liabilities for letters of guarantee,
documentary credits and other commitments

Note
No

(4)
(5)
(6)
(7)
(8.9)
(10)

(11)
(1)
(12)
(13)
(14)

(13)
(16)
(10)
(17)

(18)
(19)

(20)
(21)

(22)

31/12/2008
LE

1 002933 574
8016 787219
3525981 911
le64 451 878
13 114 245 344
803 588

3152680172
1 783 067 315
18 770 400
494 300 197
152 116 093

31/12/2007
LE

458 190 843
16 785 698 114
3863316718
I 156 860 575
10 196 506 560
276 225

2527 408 084
1 676 900 941
15022 900
894 106 228
153 677 272

31426137 691

37 727 964 460

2277859 525
25287 763 404
803 588

718 020 526

1 400 000

239 749 368
572 448 589

2492 888 369
31023378 771
202 638

704 273 920
237 124 706
311658 520
736 791 366

29 098 045 000

35506318310

800 000 D00
709 084 143
412 458 619

800 000 000
1 009 187 531
412 458 619

1 921 542 762
406 549 929

2221646 150

2328 092 691

2221 646 150

31426 137 691

37 727 964 460

2 602 186 799

2 543 239 694

The accompanying notes from page No. (6) to page No. (40) are an integral part of these financial statements and are to be

read therewith.

Review Report "Attached” 1{1’[* grzzbn_
"\ T .

A e




Bank of Alexandria

(Egyptian Joint Stock Company)

Income Statement
For the year ended 31 December 2008

For the year For the year
ended ended
Note 31/12/2008 31/12/2007
No LE LE

Interest income 2240 813 061 1 700 962 985
Income from treasury bills, other bills eligible for rediscounting = - =
S e ERE il o : ) 272041063 R
Less: Interest expense (2 000 966 422) (1974 076 596)
Net interest income 811 887 704 644 319 300
Fee and commission income 305 683 707 238 910 409
Dividend income (23) 84 732 252 133 036 191
net trading income (24) (315577 233) 289 048 593
Gains on sale of investments 30 548 879 48 740 021
foreign currencies valuation differences (41943 784) 5214768
Other operating revenues (19+9) 165 939 847 14 178 170
Net operating income 1041271372 1373 447 452
Provisions (19+9) (31300 000) (177 139311)
General administrative expenses, depreciation and amortization (601 991 669) (561 763 094)
Operating profits 407 979 703 634 545047
Non operating profits 2 161 430 10 989 297
Net profit for the year before taxes 410 141 133 645 534 344
internal tax (3591 204) -
Net profit for the year 406 549 929 645 534 344
Earnings per share 27) 0.92 1.45

The accompanying notes from page No. (6) to page No. (40) are an integral part of these financial statements and
are to be read therewith.

airman

y eputy Chairman
Mahmoud Abd El Latif

[brahim Lotfy
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{Egyptian Joint Stock Company)

Statement of Cash Flow
For the year ended 31 December 2008

Cash flows from operating activities
Net profit for the period before taxes

Adjustments to reconcile net profit to net

cash provided from operating activitics

Fixed assets depreciation

Provisions

Provisions no loneer needed

Valuation differences of trading investments

Amounts used from provisions (other than loans provision}

Foreien exchange differences for provisions (other than loans provision)

Foreizn exchange differences for sale investments(other than trading investments)

paid taxes

zains from sale fixed assets

adjustment fixed assets

dividends profits of investments other than trading investments
paing from financial investments other than rading investments

operating profits before changes in assets and liabilities used in operating activities

Net decrease (increase) in assets

Depaosits with banks )
Treasury bills and other bills eligible for rediscounting with CBE
Trading investments

Loans to customers and banks

financial dervatives(net)

Debit balances and other assets

Net inerease (decrease) in liabilities
Due to banks

Customers' deposits

Credit balances and other liabilities

Met cash available from (used 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 financial investments other than trading investments
Payments to purchase financial imvestments other than trading investments

Payments to purchase Investments in associates

Dividends proceeds
Net cash (used in) available investing activities

cash flows from financing activities
Payments of long term loans
Dividends paid

Net cash used in financing activities

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

Cash & cash equivalent at the end of the year

Cash and cash equivalent are represented in:

Cash and due from Central Bank of Egvpt
Due from banks

Treasury bills and other governmental 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)

For 1/1/2008 For 1/1/2007
1031/12/2008 1031/12/2007
LE. LE.
410 141 133 645 534 344
39012 495 37321 347
31 300 000 177 139 311
( 157 476 280) ( 11994 000)
172212 809 (241 330 225)
(17417 947) (37391 707)
(4907 016) {3106 813)
430 546 57694 026
(3271155 =
{2161 430) ( 10989297y
1043 577 - _
(18517 888) ( 23 623306
(30 548 879) (48 740021)
510 839 963 540513 650
8 796 589 346 (11 163 679 310)
754 300370 2260959 278
275 629 600 551904 112
(2824 212 708) (1747 380 285)
73 567 (73 367)
231 618 931 { 315 975 737)
{ 215 028 844) 1 347 129 902
(5735615 367) 4754019 839
36 626 557 ( 49 023 863)
1830831417 (3813 605075]
(27 534 036) ( 37 460 089)
2569 430 9463 775
877 059 261 | 685 674 435
(1433 916 490) (291 902 165)
(3 747 500) .
18 517 BR& 23 /23 306
(567 051 44T 1 389 399 262
(71909 152) (351 0550109
{ 201 474 073) =
[ 273 383 225} (351 0535010)
989 386 745 (2774 261 720)
604 612 343 3378 B74 063
[ 503 G99 (88 G04 612 343
| 002933 574 458 160 843
8016787219 16785 698 114
3525 081 01 | 3863316718
(7897 871 123) (16 694 460 470)

(3053 832 493)

(3 808 132 862)

Cash & cash equivalent in the end of the year — 1593 950 O8] — 04 612 343

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

< Anamount of LE 444 366 288  from bath change in financial assets held for trading and available for sale mvestments which transferred from wading portofalio
to available for sale portofolio

- An amount of LE 13200000  from both change in debit balances and credit balances

- An amount of LE 7605923 from both payvments to purchase fixed assets and the change in debit balances (payments under purchase of
fixed assets).

- An amount of LE. 34250633 from both change in paid dividends and debit balances (settlement of the state's share in profits).

- An amount of LE 13 536693 from both the amounts used from provisions and changes in debit balances (settlement of the amount paid to
the retirements and early pension employees for the year 2007)

- Anamount of LE | 557831 f{rom Proceeds from sale of financial investments other than financail assets held for trading (valuation
differences about sold investments),

- An amount of LE 2830917 from both changes in debit balances and loans (assets reverted to the bank)

- An amount of LE. 300 103 388 from both changes fair value reserve and financial investments available for sale (investments valuation

differences),

Mahmoud Abd EI Lauf



Bank of Alexandria

(Egyptian Joint Stock Company)

Profit Appropriation Statement (Proposed)

For the vear ended December 31, 2008

For the For the
year ended vear ended
31/12/2008 31/12/2007
LE.000 LE.000
Net profit for the year (from the income statement) 406 549 929 645 534 344
Less:
Capital gain transeferred to reserves according to the law (2 161 430) (10 989 297)
Appropriated profit for the year 404 388 499 634 545 047
Retained earnings (at year beginning) 412458619 48549616
Total 816 847 118 683 094 663
Appropriation
Legal Reserves 20 219 425 33511338
Stock Divedends 68 710 433 171 253 164
Employees' profit share 38 416 907 63 671 542
Members of board of directors remuneration 2 200 000 2 200 000
Retained earnings 687 300 353 412458 619
Total 816847118 683 094 663

The accompanying notes from page No. (6) to page No. (40) are an integral part of these financial statements and

are to be read therewith.

Mahmoud Abd El Latif
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Translation of Financial Statements

Originally Issued in Arabic

Bank of Alexandria

(An Egyptian Joint Stock Company)

Notes to the Financial Statements
-for the year ended 31 December 2008

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 October 2006 as Bank
San Paolo I.MLL (Italian Bank) acquired 80% of its issued share capital, on 1 January 2007 a
merger done between San Paolo LM.I S.P.A and Intesa Bank S.P.A and the name was
amended to be Intesa San Paolo S.P.A .The Bank 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 209
branches and banking unites.

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

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
laws and regulations, that related to preparing these statements and Based on the Historical
cost Amended by revaluation of financial derivatives and assets and liabilities held for
trading, the financial assets and liabilities that are classified on it's beginning by The fair

value through the profits and losses and the financial investments Available for sale .

The available-for-sale investments measurement have been changed as at 1 January 2008 as
explained in note (C), from the lower of cost (taking into consideration the FX valuations) or
fair value with the differences 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.

2007 comparative figures have been restated accordingly.

2-b 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

s Bi=



UL 10 LNC TNAancldal statements
for the year ended 31/12/2008(Cont’d)

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).

2-¢  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.

2-d  Treasury bills and other 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-eFinancial 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.



Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

- 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.

As of 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 1S 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 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.

b) 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.

c¢) 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 recognized 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

-8 -



Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

ownership to other party & when the liabilities 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.

[nterest 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 length 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
income statement.

- Profit or loss related to financial assets without fixed or determinable maturity are held in
equity till selling or dispose the asset then 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.

2-f 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.

2-g Offsetting 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.
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Notes to the financial statements
for the vear ended 31/12/2008(Cont’d)

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.

2-h 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.

2-i 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 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-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 periods 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 the incurred 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 using the new fair 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 their net original book value before the recognition of
the impairment.
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d})

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 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 of financial assets

m-1 Assets carried at amortized cost
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.

m-2 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 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.

2-N 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.
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

2-P

2-Q

2-R

Cash and its equivalent
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.

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

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

income Taxes

[ncome Tax on the profit or loss for the financial period comprises current and deferred
tax 1s recognized in the Income statement except for income tax related to owner’s
equity items which is recognized directly at 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 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 during the upcoming periods.
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

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 liabilities include customers'
deposits, due to Banks and financial derivatives, and rights and obligations
to others stated in the contingent liabilities.

(b) The fair value for the financial instruments
Note to the financial statements (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.

3/2 Management of risks relating the financial instruments

(a) 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:-
E 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.

(b) 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:
- Preparing credit studies about the customers & Banks before dealing
with them and determining the credit risk rates related thereto.
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

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

- 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.

(c)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.

3/3  critical accounting estimates and judgments:-

The Bank makes 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 judgment, 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 rules any decline in the fair value during the period
from 1 July 2008 to 31 December 2008 is not considered to be impairment.

Had all the declines in fair value below cost been considered significant or prolonged. the
Bank would suffer an additional LE 191 453 413 loss in its 2008 financial statements, being
the transfer of the total fair value reserve to the income statement.

(b) Fair value of derivatives

The fair value of financial instruments that are not quoted in active markets 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 personnel
independent of the area that created them. All models are certified before they are used. 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 own and counterparty), volatilities and correlations require management to
make estimates. Changes in assumptions about these factors could affect reported fair value
of financial instruments.
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Notes to the financial statements
for the vear ended 31/12/2008(Cont’d)

(e) 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.
[n 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
2 850 720 with a corresponding entry in the fair value reserve in shareholders’ equity.

4-

Cash and balances with the Central Bank of Egypt

31/12/2008 31/12/2007
LE. LE.
Cash on hand 476 691 807 464 353 792
Due from the Central Bank of Egypt 526 241 767 (6 162 949)
(Reserve percentage) *
1 002933 574 458 190 843

*

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



Notes to the financial statements
for the vear ended 31/12/2008(Cont’d)

5-  Due from banks

31/12/2008 31/12/2007
LE: LE.
A-  The Central Bank of Egypt
- Current accounts 20990 154 17 693 364
- Time deposits 6758 679 943 15 865 545 700

6 779 670 097 15 883 239 064

B- Local Banks

- Current accounts 4402 961 3429 707
- Time deposits 170 000 000 98 368
174 402 961 3528 075

C-  Foreign Banks

- Current accounts 93 522 981 70114 574
- Time deposits 969 191 180 828 816 401
1062 714 161 898 930 975

8§ 016 787 219 16 785 698 114

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

31/12/2008 31/12/2007
LE. LE.

Treasury bills

Treasury bills 91 days maturity 482 950 000 55625 000
Treasury bills 182 days maturity 836 375 000 886 950 000
Treasury bills 273 days maturity 830 950 000 =
Treasury bills 364 days maturity 1575 000 000 3 040 525 000
Total 3725 275 000 3983 100 000
Less: unearned interest (199 293 089) (119 783 282)

3 525981 911 3863316718
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Notes to the financi

al statements

for the year ended 31/12/2008(Cont’d)

7- Financial assets held for trading.

Debts Instruments

- Bonds

Total Debts Instruments

Owner's equity instruments listed

- Stocks

- Mutual funds certificates™

Total owner's equity

Total trading investment

* According to the basis of preparation and presentation rules of financial statements for
Banks and in accordance with the recognition and measurement basis approved by the
Central Bank of Egypt Board of Directors on 16 December 2008 , the bank has
reclassified the certificates of First and Second mutual funds, and Misr Alexandria for
Financial Investments fund from trading portfolio to available-for-sale portfolio (note
11) on the basis that these are no longer held for the purpose of selling or repurchasing

in the near term. The reclassification was made at redemption value at 1/7/2008

amounting to L.E 444 566 288.

Revaluation losses that would have been recognized in the income statement had the

bank not reclassified these investments amounted to L.E 151 550 065 at 31/12/2008.

0 i

31/12/2008
LE

148 460 493
148 460 493

5594 385

10 397 000

15991 385

164 451 878

31/12/2007
LE

131 963 576
131 963 576

96 703 264
928 193735

1 024 896 999

1 156 860 575




Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

8-

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

31/12/2008
LE.

15 790 396
14 727 057 050
500 000 000

31/12/2007
LE.

3 496 608
12 088 569 245
500 000 000

15242 847 446

(33 628)
(120 405 454)
(75 284 962)
(1932 878 058)

12 592 065 853

(228 963)

(210 907 573)
(78 378 292)

(2 106 044 465)

13 114 245 344

10 196 506 560

* Represents 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 loan

period which is 7 years. The loan is subject to constant 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 has withdrawn an amount of LE 100 Million on 22

February 2007 and an amount of LE 400 Million on 25 F ebruary 2007.
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

9- Loans provision (performing /nonperforming)

Provision at the beginning of the year

Proceeds from debts previously written off

Provisions no longer needed™
Transfers between provisions

Foreign currencies valuation differences

Amounts used during the year

Provision at the end of the year

* proved with other operating revenues in the income statement.

Provision at the beginning of the year
Formed during the year

Proceeds from debts previously written off
Foreign currencies valuation differences

Amounts used during the year

Provision at the end of the year

31 December 2008

Specific General Total
LE. LE. LE.
1 959 847 987 146 196 478 2106 044 465
10 860 316 -- 10 860316
(90 695 159) - (90 695 159)
(83 259 182) 83 259 182 --
(1 014 000) (50 339) (1 064 339)
1795 739 962 229 405 321 2025 145 283
(92 243 942) (23 283) (92 267 225)
1 703 496 020 229 382 038 1 932 878 058

31 December 2007

Specific General Total
LE. LE. LE.

1 896 410 865 125712 000 2 022 122 865
86 069 172 21284 328 107 353 500
25407 578 - 25407 578
(2115742) (799 850) (2915 592)

2005 771 873 146 196 478 2151968 351

(45 923 886) - (45 923 886)

1 959 847 987 146 196 478 2 106 044 465
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Notes to the financial statements
for the vear ended 31/12/2008(Cont’d)

10- 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 financial market. The credit risk is negligible. Forward rate agreements are
individually negotiated interest rate futures that call for a cash settlement at a future date for
the difference between a contracted rate of interest and the current market rate, based on

contractual / notional principal amount.

[nterest 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, do 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 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 liabilities, can fluctuate significantly from time to time. The

fair values of derivative instruments held are set out below:



Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

31/12/2008
Fair Value
Derivatives held for trading The Assumption Assets Liabilities
Contractual Amount
LE. LE. LE.
Foreign Currencies derivatives
Forward contracts 66 475 495 803 588 803 588
66 475 495 803 588 803 588
31/12/2007
Return rates derivatives
Exchange return contracts 55 145000 276 225 202 658
55 145 000 276 225 202 658
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for the year ended 31/12/2008(Cont’d)

11- Financial investments

Securities available —for- sale

Debt securities-at fair value:
~Listed

Equity securities-at fair value:
- Listed

~Unlisted

Total securities available-for-sale

Securities held —to- maturity

Debt securities:
—Listed

—Unlisted

Total securities held-to-maturity
Total investment securities

— Current

-~ Non-current

- Debt securities-fixed coupons

- Debt securities-variable coupons

-02 -

31/12/2008
LE.

2699 726 844

64 524 622
388 428 706

31/12/2007
LE.

63 209 503
88 538 208

3152680172

2527408 084

100 000 000
1 683067 315

1783 067 315

1676 900 941

1 676 900 941

4 935 747 487

2 864 251 466
2071496 021

4204 309 025

2438 869 876
1 765 439 149

4935 747 487

2 818 992 495
1 663 801 664

4 204 309 025

2368 241 371
1684319 943

4 482 794 159

4 052 561 314
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Restated balance after
change in accounting
policies as at 1/1/2008
(note no. 2a)

Additions

Disposals (sale/redeemed)
Transfers ( Note no.7)
Valuation difference of
monetary assets dominated
in foreign currencies

Losses from changes in fair
values
Balance as at 31/12/2008

Restated balance after
change in accounting
policies as at 1/1/2007
(note no. 2a)

Additions

Disposals (sale)

Valuation difference of
monetary assets dominated
in foreign currencies
Gains from changes in fair
values

Restated balance after
change in accounting
policies as at 31/12/2007
(note no. 2a)

Available—for-sale
investments

LE
2527 408 084

[ 305 548 235
(822 973 701)

444 566 288
(207 515)

(301 661 219)

3152680172

3 817 991 928

291902 165
(1633 843 285)
(3 748 355)

55105 631

2527408 084

-3 -

Held-to—maturity
investments

LE
1 676 900 941

128 368 255
(21 978 850)

total

LE
4204 309 025

1 433 916 490
(844 952 551)

444 566 288

(223 031) (430 546)
(301 66 1219)

1 783 067 315 4935 747 487

1 730 846 612

(53945 671)

5548 838 540

291 902 165
(1 633 843 285)
(57 694 026)

n
¥y
=
n
o
(]

1676 900 941

4 204 309 025
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12-Ivestments in associates

31 December 2008 31 December 2007

Amount

LE.
Abrag Misr ElAlamaya Company 11270400
Misr Alexandria Fund for Financial Investment Co. 7 500 000
United Company for Valves (butterfly) -
18 770 400

- [nvestments in associates represents investments not listed in the Stock Exchange.

13-Debit balances and other assets (net)

Accrued revenues

Prepaid expenses

Assets reverted to the Bank in settlement of debts
Payments under purchase of fixed assets
Deposits with others

Selling debtors of financial investments

Other debit balances  *

Less: Provision for doubtful amounts

Net

Other debit balances includes the following:

Sharing Amount Sharing
Percentage LE. Percentage
% Y%
28 7522 900 28
25 7500 000 25
25 - 25
15022900
31/12/2008 31/12/2007
LE. LE.
311 697 020 603 058 902
41 458 279 20272 607
26936475 29 767 392
29 984 954 15 894 675
8528317 1 781314
- 24 090 009
325 695 152 356 241 329
744 300 197 1 051 106 228
(250 000 000) (157 000 000)
494 300 197 894 106 228

- An amount of LE. 242 million as at 31 December 2008 versus LE. 148 million as
at 31 December 2007 represents disputed amounts paid to the Tax Authority and a

provision with the total amount has been formed.

- An amount of LE 8 million as at 31 December 2008 versus LE 9 million as at 31
December 2007 represents disputed amounts due to the Bank and a provision for

the total amount has been formed.

- An amount of LE. 38 million as at 31 December 2008 versus LE 73 million as at
31 December 2007 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.
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Notes to the financial statements

for the vear ended 31/12/2008(Cont’d)

14- Fixed assets (net of accumulated depreciation)

Cost as at 1/1/2008
Additions during the

year

adjustment

Disposals during the
year
Cost as at 31/12/2008

Accumulated
depreciation as at
1/1/2008
Depreciation for the
year

Disposals’
accumulated
Depreciation
Accumulated
depreciation as at
31/12/2008

Net assets as at

31/12/2008

Net assets as at
31/12/2007

Land* Premises and Computers  Transportation Installation Equipment Furniture Total
decorations information means
Svstems

11 395 841 82 022 086 145973 668 12 810 244 3738797 59922 484 28 171652 344034772
10 502 3300201 15 609 963 809 400 - 6 362 539 7047 354 35139959

-= (11 629) (988 183) - (40 136) (3129 (500) (1043 577)
(103 847) (492 127) -- (375 584) - (10 692) (36 935) (1019 185)
11302 496 86 818 531 160 595 448 13 244 060 3 698 661 66 271 202 35 181 371 377 111 969
- 56 103 826 88314455 7119120 335900942 21 349418 13879 739 190 357 500

-- 2526 604 22 838 680 1 553915 9814 5755663 2564 885 35 249 561

- (201 615 ) =4 (375584 ) -- (10 692) (23 294) (611 185)
- 58428 815 111 153 135 8297 451 3 600 756 27094 389 16421 330 224 995 876
L1302 496 28389 716 49 442 313 4 946 609 97 905 39176 813 18 760 241 152 116 093
11 395 841 25 918 260 37 659 213 5691124 147 8535 38 573 066 14 201 913 153 677272

i Fixed assets at the balance sheet date (net of accumulated depreciation) include

an amount of LE. 7 704 979 represents assets (lands) not registered in Bank’s

name and the legal procedures to register these assets are currently taking place.
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for the year ended 31/12/2008(Cont’d)

15.

16.

Due to banks

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

= 26

31/12/2008
LE.

16 586 297
1229593 042

31/12/2007
LE.

18 748 477
1 979 862 780

1246179 339 1998 611 257
80413 150 52 683 855
951267 036 441 593 257

1 031 680 186 494 277 112

2 277 859 525

31/12/2008
LE.

2331412444
4757 084 897
2 755966 149
15030273 789

413 026 125

2 492 888 369

31/12/2007
LE.

1 995 986 361
10 006 503 928
2 839 308 329
15674 251 836
507 328 317

25287763 404

31023 378 771




Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

17.

Credit balances and other liabilities

Accrued interest

Unearned revenue

Accrued expenses

Creditors and other credit balances *

31/12/2008

LE.
108 038 202
17 064 280
46 376 095
546 541 949

718 020 526

31/12/2007
LE.
104 406 082
17 377 294
58 582 397
523 908 147

704 273 920

Includes an amount of LE. 213 million as at 31 December 2008 and an amount of LE
200 million as at 31 December 2007 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 10.9 million represents the payment of medical expenses provided to

the Bank’s employees and retired empl

oyees during the year.

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

followings:

Interest rate used for discount 11.5%
Inflation rate of health care costs 9%
Turn-over of employees that will not get any

benefits from health care services 0.5%
Retirement rate due to health causes 0.2%

The following table clarifies the effect of changes in these assumptions on the present

value of the expected liabilities:

Interest rate used for discount
Inflation rate of health care costs
Turn-over of employees

deaths within the year

Changes in
assumptions

+/- 0.50 %
+/-0.50 %
+/- 0.50 %

- 27 -

Effect in
LE. Million

+/-1 7
+/-17
+/- 6
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Notes to the financial statements
for the vear ended 31/12/2008{Cont’d)

18. Long term loans

Description Interest  Maturity Amounts maturing Balance as at
Rate Date during the next vear 31/12/2008  31/12/2007
Y LE LE LE LE

European Investment Bank loan * 4.2 2010 35976494 114752081 170613 116
Social Development Fund ** 4.0-10.0  2009/2013 24 683 200 55762 104 85 845305
Loan within the framework of the
Agricultural Sector Development 3.5-45 2011 24943 218 69 235183 55200 099
Program*#*
Total of long term loans 105602912 239740368 311658520

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

4k s

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 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 5 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.

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 111.7 million has been settled till 31 December 2008.

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.

-8 -



Notes to the financial statements

for the vear ended 31/12/2008(Cont’d)

19-Other provisions

Description

Expected claims provision
Contingent liabilities provision

Other provision

Balance

Balance at Formed
the during the
beginning year
of the year
LE. LE.
393 594 574 31 300 000
335838 239 -r
7358 553 -n
736 791 366 31300 000

31/12/2008
Transfers Provisions Foreign Amounts Balance at
among no currencies used during the end of
Provisions longer valuation the year the year
() needed difference
(*%)
LE. LE. LE LE. LE.
(93 000 000) - (471 499) (22179 247) 309 243 828
- (66 746 371)  (4433517) (8357 311) 256 299 040
-- (34 750) -- (418 082) 6905 721
(93 000 000) (66781 121) (4907016 (30954 640) 372 448 589

* Transferred to doubtful debits (Note no.13).
** Recognized in other operating revenues in the income statement.

- Contingent liabilities provision includes an amount of LE. 39 259 039 provision of

performing contingent liabilities.

Description

Expected claims provision
Contingent liabilities provision

Other provision

Balance

Balance at

the beginning

of the year

LE.
352076 962
360 419 877

7001236

719498 075

31/12/2007

Formed
during the

Provisions no

longer needed

year
LE. LE.
69 057 743 --
-- (11994 000)
728 068 -
69 785 811 (11 994 000)

Foreign
currencies
valuation
differences
LE.
(1712347)
(1394 266)

(3 106 813)

Amounts Balance at
used during the end of
the year the year
LE. LE.

(25 827 584) 393 594 574

(11 193372) 3358382
(370 751) 7358 553

736 791 366

(37391 707)

- Contingent liabilities provision includes an amount of LE 37 759 776 as provision for
performing contingent liabilities.

-29 .



Notes to the financial statements

for the year ended 31/12/2008(Cont’d)

20.

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

A)

B)

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 LE. 800 million became distributed on

160 million shares with par value of LE. 5 each.

On 31 October 2006 San Paolo — ILM.I. (ann 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 | January 2007 a merger done between San Paolo
[LM.I S.P.A 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 L.E 800 million distributed on 400 million

shares with par value of L.E 2 each.

- 3=



Notes to the financial statements
for the year ended 31/12/2008{Cont"d)

21-Reserves
31/12/2008 31/12/2007
LE LE

Legal reserve 184 416 051 184 416 051
General reserve 29311 678 29311 678
Special capital reserve 397 711 892 397711 892
Fair value reserve / available for sale investment (191 543 413 ) 108 559 975
(note - A )

Other reserve 289 187 935 289 187 935

709 084 143

L 009 187 531

-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.

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

31/12/2008 31/12/2007
LE LE
Balance as at 1/1 108 559 975 50363 214
Net ( losses ) / gains from change in fair value
(note no.11) (301 661 219) 55105631
Net losses transferred to income statement
resulting from disposals 1 557 831 3091 130
(191 543 413 ) 108 559 975
22. Contingent liabilities and commitments
31/12/2008 31/12/2007
LE. LE.
Letters of guarantee 2 146 593 498 1 926 260 795
Documentary credits (export and import) 391354 118 552 272 184
Rediscounted Bills 64 239 183 64 726 715

-31 -
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

23- Dividend income

For the year

For the year

ended ended
31/12/2008 31/12/2007
LE LE

Trading investments 66214 364 109 412 885
Available - for — sale investments 7278 388 9453 536
Held — to — maturity investments 8 250 000 11 925 000
Investments in associates 2 989 500 2 244 750

84 732 252 133036 191

24- Net trading income

For the year For the year
ended ended
31/12/2008 31/12/2007
LE LE
Foreign monetary transaction
Gains arising from dealing in foreign currencies
65 325030 13 642 363

Gains arising from revaluation of forward and swap
contracts 8 000 221 135 998
(losses) profits Debt trading instruments (6 560 059) 6101 282
(losses) profits Owner's equity trading
instruments (382 342 425) 269 168 950

289 048 593

25. Reconciliation of effective tax rate

31/12/2008
LE. LE.
Accounting profit before tax 410 141 133
Tax rate 20%
[ncome tax calculated on the accounting profit 82 028 227

Non deductible expenses
Tax exemptions
Effect of provisions

(4 360 333)
(107 033 432)
(6427 141)

(117 820 906)

Deferred asset tax not recognized resulted from taxation losses (35792 679)

Income tax according to tax return -=

.33 -



Notes to the financial statements
for the vear ended 31/12/2008{Cont’d)

26. Deferred tax assets and liabilities
Deferred tax assets have not been recognized in respect of the following items:

Deferred tax assets Deferred tax liabilities
31/12/2008  31/12/2007  31/12/2008 31/12/2007
LE. LE. LE. LE.

Fixed assets (depreciation) - -- (3388 344) (1292 552)
Provisions (other than loans, contingent
liabilities and taxes provision) 59496310 62924 225 - --
Fair value differences 60 020 678 -- - (21 711 995)
retained tax losses for years ended at
2006, 2007 (*) 559228950 628 350 892 -- --
Total deferred tax asset (liability) 678 745938 691275117 (3 388 344) (23 004 547)

Net deferred tax asset 675357594 668270 570

(*)In the light of starting work by law no., 114 for year 2008 so the losses available to

forward till year 2012.

In the light of the Bank’s budgets for the following years. and calculation of taxable profits,
no corporate tax will due after deducting the amounts exempted according to tax No.
91/2005 and the retained taxes losses due to the report's handed by large taxpayer center until
2007 before acting under the law no. 114 of year 2008, 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 there from.
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Notes to the financial statements
for the year ended 31/12/2008(Cont’d)

27. Earnings per share

Net profit for the year

The employees’ share in the net profit for the year
The shareholders’ share in the net profit for the year
The weighted average number of shares

Earnings per share from the shareholders’ share in the net
profit for the year

28 — Capital expenditures commitments

A —financial Investments

For the year For the period
Ended Ended
31/12/2008 31/12/2007
LE. LE.
406 549 929 645 534 344
(38416 907) (63 671 542)
368 133 022 581 862 802
400 000 000 400 000 000
0.92 1.45

The value of the capital commitments related to financial investments and not paid until
balance sheet date amounted to L.E 700 000 and USD 7 695 652 represented as follow:

Available — for — sale investments
(local currency )

Egypt Pay Co.

Available — for — sale investments
(foreign currency )

Horus Fund for Investment in
Agricultural and Food Sector
African Bank for Import and Export
(Afrexim)

B — Fixed assets and preparing branches

Investment value
L.E

2 800 000

2 800 000

Investment value

US$

4 444 850

10000 000

14 444 850

Paid amount
L.E

2 100 000

Paid amount
US$

2749 198

4 000 000

6 749 198

Unpaid amount
LE

700 000

700 000

Unpaid amount
Uss
1 695 652

6 000 000

The value of the capital commitments related to contracts to purchase fixed assets and
preparing branches that not yet executed, amounted L.E. 117 275 507 on 31 December 2008
versus LE. 23 964 020 on 31 December 2007 .
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for the year ended 31/12/2008(Cont’d)

29. Maturities of assets and liabilities

Due within Due within
Description one year more than
one year
Figures in Figures in
Thousands Thousands
LE. LE.
A-  Assets
Due from banks 8016 787 -
Treasury bills and other bills eligible for
rediscounting with The Central Bank of Egypt 3525982 -
Trading investments 164 452 -
Available - for- sale investments 141 679 3011001
Loans to customers and banks 8 164 052 7078 795
Held - to- maturity investments - 1 783 067
[nvestments in associates - 18 770
Debit balances and other assets 453 977 40323
20 466 929 11931956
B-  Liabilities
Due to banks 2245038 32 822
Customers' deposits 12 206 194 13 081 569
Long term loans 105 603 134 146
Other credit balances 290 311 427710
Dividends payable 1400 -=
14 848 546 13 676 247
30. Effective interest rates within the year
The average interest rates on assets and liabilities amounted to 8.1%, 6.3%

respectively.
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for the year ended 31/12/2008(Cont’d)

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 setile 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. 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 large
taxpayer center 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, and the period ended December 31, 2006 the tax
return resulted to the large taxpayer center for the both years in tax losses in the
lights of the exemptions under low No. 91 / 2005 and received inspection model
no. 32 from large taxpayer center dated 23/04/2008 and given them all the
demanded data for inspection purpose and following it.

As for the period ended December 31, 2007, the tax return presented to the large
taxpayer center 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 2005/2006/2007 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 tax claims.
-36 -
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for the year ended 3 1/12/2008(Contd)

32, Distribution of assets, liabilities, contingent liabilities and commitments

31/12/2008
figures in
thousands
LE.
A.  Distribution of loans to customers according
to Business sectors
Public Business Sector 210 389
Private Business Sector 9097 235
Household Sector 5434 983
Non resident sector 40
Banks 500 000
15242 847
B.  Distribution of customers’ deposits
according to business sectors
Public Service Sector 892 548
Public Business Sector 1067 568
Private and Household Sector 22 432 889
Non Resident Sector 28
Financial Institutions Sector 753 419
Other Deposits 141 311
25287 763
C.  Distribution of net contingent liabilities and
commitments according to Business sector
Public Business Sector 415 145
Private and Household Sector 1 845 968
Public Service Sector 105 864
Other Sectors 235210
2602 187

3=

31/12/2007

figures in

thousands
LE.

315223
8 434 254
3 342 589

500 000

12 592 066

850 857

I 250 665
23353078
947

3427 667
140 165

31023379

486 750
1 798 499
41519
216492

2 543 260
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for the year ended 31/12/2008(Cont*d)

33. Significant currencies positions
31/12/2008 31/12/2007
Surplus (deficit)  Surplus (deficit)
figures in figures in
thousands thousands
LE. LE.

Egyptian Pound (27 525) (3 864)
US Dollar 23 622 1521
GBP (639) (34)
Euro (2 962) (258)
S.F 3272 39
JPY (12) (204)
SAR 1 107 (122)
Other 3137 2922

34. Mutual funds

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

- [t 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 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 31/12/2008
amounted to LE. 30 million,

The redeemable value of the certificate at the balance sheet date amounted
LE 219.40 and the certificates outstanding at that date reached 385 875
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
year amounted to LE. 32.2 million presented under the item of fee and
commission income caption in the income statement.
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for the year ended 31/12/2008(Cont’d)

B-

Monetary mutual fund of the bank (with daily 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 3.2 million certificates were allocated to the
Bank as it is an open fund to undertake the fund’s activity with an amount
of LE 35.7 million.

The Bank has purchased a number of 7.4 million certificates (including
certificates have direct activities), and their redeemable value amounted to
LE 92 million at the balance sheet date. The redeemable value of the
certificate at the balance sheet date amounted to LE 12.45 and the
certificates outstanding at that date reached 156 959 714 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. 6.8 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:
31/12/2008 31/12/2007
LE. LE.

Due from banks 76 961 112 25 881 543
[nvestments in associates 18 770 400 15022 900
Debit balances and other assets 661 425 --
Due to banks 381 536 090 190 250 250
Customers’ deposits 14 647 124 732
Other credit balances 2484 464 --

36. Comparative figures

- Comparative figures have been affected by the dividends decision approved by Bank s
Ordinary General Assembly held on 26 March, 2008.

-Comparative figures have been restated in respect of investments (except for investments

in associates) as a result of the new regulations by the Central Bank of Egypt as approved
by its Board of Directors on 16 December 2008 (note no. 2a)
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I The following is the effect of changes in accounting policies on fair value reserve of financial
investments available for sale as of 31 December 2006:

L.E

Balance at 31/12/2006 before change in accounting policies --
Difference between fair value and book value of financial investments
available-for-sale 84 874 578
Transfer from reserve of valuation difference of available-for-sale

mvestments in foreign currencies. 14 038 252
Transfer to retained earnings (fair valuation Difference of available-
for-sale investments of 2006) (48 549 616)

Restated balance at 31/12/2006 after change in accounting policies 50363 214

2. The following is the effect of change in accounting policies on net income for the year ended
31 December 2007:

L.E
Net profits for2007-before change in accounting policies 681 216 056
Valuation difference of available-for-sale investments (28 845 296)
Profit / Losses of available-for-sale investments (3088 061)
Foreign currencies valuation difference (3 748 355)
Net profits 2007 as restated 645 534 344

3. The following is the effect of change in accounting policies on investments available-for-sale
as for the year ended 31 December 2007:

L.E
Financial investments available-for-sale at 31/12/2007 before
changes in accounting policies 2418937 206
Financial investments available-for-sale valuation differences 108 470 878

Restated financial investments available for sale at 31/12/2007 after 2 527 408 084
change in accounting policies

Chairman
Mahmoud Abd El Latif

First Deputy Chairman
 Ibrahim Lotfy

|
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Bank of Alexandria

(Egyptian Joint Stock Company)

Profit Appropriation Statement (Proposed)
For the year ended December 31, 2008

LE

Net profit for the year 406 549 929
Capital gain transeferred to reserves according to the law (2 161 430)
Appropriated profit for the year 404 388 499
Retained earnings (at year beginning) 412 458 619
Total 816847118
Appropriation

Legal Reserves 20219 425
Stock Divedends 68 710 433
Employees' profit share . 38 416 907
Board of DirectorsRemuneration 2 200 000
Retained earnings 687 300 353

Total 816847 118
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tepublic of Egypt

iry of Finance
he Minister

Mr. Mahmoud Abdel Latif,
Bank of Alexandria Chairman,

Dear Sir,

With reference to the appointment of Mr. Amr Ali El Garhy and Mr. Basel Mohamed
Bahaa E! Din El Hini as state representatives on the Board of the Bank of Alexandria,
please be informed that the appointment of the latter at the Ministry of Finance has

terminated and that he will be replaced as state representative on the Board of the

Bank of Alexandria by Mr. Mohamed Ahmed Ahmed Allam, Tax Audit Advisor to

the Minister of Finance.

Please accept my highest consideration.

Ministry of Finance
Youssef Botros Ghali

16/10/2008
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DIREZIONE AFFARI SOCIETARI E PARTECIPAZIONI

Prot =& /09/CD

24th February 2008

Bank of Alexandria
No. 49 at Kasr E| Nil Street
AIRO (Eqi

& pc. Al Responsabile i
Direzione Banche Area South’
Mediterranean e Asia

Dear Sirs, L
We are-pleased fo inform you thatIntesa’Sahpaol
composition of the Board of Directors of your Coripany: ~ .

- Appointment of Mr. Marcello Sala, in substitution of Mr; PistroModiarno:.

ted the: followiigiresolition with regard to the

Yours faithfully,

Mauro Rossi
Head of Shareholding Dept




BANK
orALEXANDRIA

To: Mrs. First Deputy Chairman
From: Andrea De Michelis - CFO

Date: 5" March 2009

Subject: General Assembly 19™ March 2009 — Auditing fees

On of the point in the agenda of the General Assembly is the approval of the fees for the

Auditors Services.

Herewith the tables of the fees indicated in the draft of Engagement letters that we have

requested.

ERNST & YOUNG

Auditing Local Standard (Annual &
Quarterly)

Auditing Magnitude Package IFRS
Total Auditing

KPMG
Auditing Annual Financial Statement

Proposed to General Assembly

Quarterly Financial Statements
Total Auditing

2009 2008 2007

500,000 450,000

100,000 65,000

600,000 515,000

500,000 450,000

0. 1,100,000 965,000
150,000 150,000

50,00 5,000

Kindly note that KPMG fees (as in the previous years) do not include the quarterly
reviews. These fees amounted for 2008 to 150 000 EGP.

The amount requested are within our budget.

I wait for Mr.Chairman's and yours kind approval in order to prepare the documentation

for the General Assembly.

(=



Accounting &KBudget

Conitrol ] ooALEXANDRIA | V)XY G

Subject:

Proposal For Donations
For The Financial Year
From 1-1-2009 Till 31-12-2009

It is Proposed to authorize the Board of Directors to grant

donations up to a maximum EGP 3 000 000.
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