


3.3. LIQUIDITY RISK

3.3. 1.

3.3. 2.

Liquidity risk is the risk that the Group is unable to meet its obligations when they
fall due as a result of customer deposits being withdrawn, cash requirements from
contractual commitments, or other cash outflows, such as debt maturities. Such
outflows would deplete available cash resources for client lending, trading activities
and investments. In extreme circumstances, lack of liquidity could result in reductions
in the balance sheet and sales of assets, or potentially an inability to fulfill lending
commitments. The risk that the Group will be unable to do so is inherent in all banking
operations and can be affected by a range of institution-specific and market-wide
events including, but not limited to, credit events, merger and acquisition activity,
systemic shocks and natural disasters.

LIQUIDITY RISK MANAGEMENT PROCESS

The Group's liquidity management process, as carried out within the Group and
monitored by the Treasury department, includes:

e Day-to-day funding, managed by monitoring future cash flows to ensure that
requirements can be met. This includes replenishment of funds as they mature or are
borrowed by customers. The Group maintains an active presence in global money
markets to enable this to happen;

e Maintaining a portfolio of highly marketable assets that can easily be liquidated as
protection against any unforeseen interruption to cash flow;

e Monitoring the liquidity ratios of the balance sheet against internal and regulatory
requirements (BDL basic circulars number 72, 73, 84, 86 and 87); and

¢ Managing the concentration and profile of debt maturities.

Monitoring and reporting take the form of cash flow measurement and projections
for the next day, week and month respectively, as these are key periods for liquidity
management. The starting point for those projections is an analysis of the contractual
maturity of the financial liabilities and the expected collection date of the financial
assets (note 3.3.3).

FUNDING APPROACH

Sources of liquidity are regularly set by the Treasury department, while the risk
management department and the ALCO committee monitor those sources to
maintain a wide diversification by currency, geography, provider, product and term.

NON-DERIVATIVE FINANCIAL LIABILITIES AND ASSETS HELD
FOR MANAGING LIQUIDITY RISK

The table below presents the cash flows payable by the Group under non-derivative
financial liabilities and assets held for managing liquidity risk by remaining contractual
maturities at the date of the balance sheet. The amounts disclosed in the table are
the contractual undiscounted cash flows, whereas the Group manages the liquidity
risk based on a different basis (see note 3.3.1), not resulting in a significantly
different analysis.

At 31 Dec. 2009

Liabilities

Up to 1
month

LL Millions

1-3

months

LL Millions

3-12
months

LL Millions

1-5
years

LL Millions

Over 5
years

LL Millions

Total

LL Millions

Deposits from
banks and
financial institutions

14,129

14,129

Deposits
from customers

412,390

103,753

136,294

652,437

Engagements
by acceptances

Total liabilities
(contractual
maturity dates)

Assets held for
managing liquidity
risk (contractual
maturity dates)

At 31 Dec. 2008
Liabilities

Deposits from
banks and financial
institutions

Deposits
from customers

Engagements
by acceptances

Total liabilities
(contractual
maturity dates)

Assets held for
managing liquidity
risk (contractual
maturity dates)

589

427,108

151,844

41,257

392,410

6,546

440,213

161,038

1,040

104,793

36,045

5,398

89,421

265

95,084

21,027

226

136,520

164,392

101,966

611

102,577

141,088

386,735

310,148

179,556

136,791

1,855

668,421

918,572

46,655

583,797

7,422

637,874

770,092
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3.3. 4. ASSETS HELD FOR MANAGING LIQUIDITY RISK 3. 4. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The Group holds a diversified portfolio of cash and high-quality liquid securities
to support payment obligations and contingent funding in a stressed market A. FINANCIAL INSTRUMENTS NOT MEASURED AT FAIR VALUE
environment. The Group's assets held for managing liquidity risk comprises:
The table below summarizes the carrying amounts and fair values of those financial

o Cash and balances with central banks; assets and liabilities not presented on the Group's balance sheet at their fair value:
o Due from banks and financial institutions;
o Loans and advances to customers; and ] ;
. Lebanese treasury bills and other securities that are easily liquidated in the _ Carrying amount
secondary markets.
LL Millions LL Millions LL Millions LL Millions
2009 2008 2009 2008 W
3.3. 5. OFF-BALANCE SHEET ITEMS =
FINANCIAL Z
A. LOAN COMMITMENTS ASSETS ==
Balances with E
The dates of the contractual amounts of the Group's off-balance sheet financial central banks 132,728 106,146 133,349 109,136 [
instruments that it commits to customers and other facilities (note 31), are summarized <
! Loans & advances —
in the table below. to banks 63,296 72,117 63,416 72,301 >
B. OTHER FINANCIAL FACILITIES Loans & advances é
to customers 196,541 172,091 225,247 196,257 ]
Other financial facilities are also included in the table below, based on the earliest INVESTMENT QZ)
contractual maturity date. SECURITIES: <
- Loans & Z,
receivables 75,073 82,000 81,131 73,285 =]
No later 1 -5 years =
than 1 year - Held-to-maturity 218,020 176,830 251,584 201,787 a)
At 31 Dec. 2009 LL Millions  LL Millions  LL Millions  LL Millions Assets pledged E
as collateral - 7,870 - 7,870 —
Loan commitments 11,765 - - 11,765 D
685,658 617,054 754,727 660,636
Other financial -
facilities 24,245 1,663 4,000 29,908 <
36,010 1,663 4,000 41,673 Financial liabilities g
At 31 Dec. 2008 Deposits from g
- banks & financial
Loan commitments 9,521 - - 9,521 institutions 14,129 46,633 14,129 46,633
Other financial Deposits
facilities 28,370 68 4,000 32,438 from customers 650,791 577,711 654,352 580,874

37,891 68 4,000 41,959 664,920 624,344 668,481 627,507



I1.

I1I.

V.

LOANS & ADVANCES TO BANKS

Loans and advances to banks include inter-bank placements and items in the course
of collection.

The carrying amount of floating rate placements and overnight deposits is a reasonable
approximation of fair value.

The estimated fair value of fixed interest bearing deposits is based on discounted cash
flows using prevailing money-market interest rates for debts with similar credit risk
and remaining maturity.

LOANS & ADVANCES TO CUSTOMERS

Loans and advances are net of charges for impairment. The estimated fair value of
loans and advances represents the discounted amount of estimated future cash flows
expected to be received. Expected cash flows are discounted at current market rates
to determine fair value.

INVESTMENT SECURITIES

The fair value for loans and receivables and held-to-maturity assets is based on market
prices or broker/dealer price quotations. Where this information is not available,
fair value is estimated using quoted market prices for securities with similar credit,
maturity and yield characteristics.

DEPOSITS FROM BANKS AND DUE TO CUSTOMERS

The estimated fair value of deposits with no stated maturity, which includes non-
interest-bearing deposits, is the amount repayable on demand.

The estimated fair value of fixed interest-bearing deposits not quoted in an active
market is based on discounted cash flows using interest rates for new debts with
similar remaining maturity.

FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE

See note 2.5.3 “Determination of fair value".

FAIR VALUE HIERARCHY

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs
to those valuation techniques are observable or unobservable. Observable inputs

reflect market data obtained from independent sources; unobservable inputs reflect
the Group's market assumptions.

3.4. 1.

These two types of inputs have created the following fair value hierarchy:

e Level 1-Quoted prices (unadjusted) in active markets for identical assets or liabilities.
This level includes listed equity securities and debt instruments on exchanges.

e Level 2 — Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices). This level includes the majority of the OTC derivative contracts,
traded loans and issued the sources of input parameters like LIBOR yield curve or
counterparty credit risk are Bloomberg and Reuters.

e Level 3 —inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes equity investments and debt instruments
with significant unobservable components.

This hierarchy requires the use of observable market data when available. The Group
considers relevant and observable market prices in its valuations where possible.

ASSETS AND LIABILITIES MEASURED AT FAIR VALUE

I ST NN R

At 31 Dec. 2009 LL Millions LL Millions LL Millions

Financial assets
designated at fair value

- Equity securities - 754 754

Available-for-sale
financial assets: - R

- Investment
securities - debt 10,312 - 10,312
- Investment
securities - Equity - 1,920 1,920
Total assets 10,312 2,674 12,986

At 31 Dec. 2008

Available-for-sale
financial assets:

- Investment
securities - debt 23,695 - 23,695
- Investment
securities - Equity - 1,920 1,920
Total assets 23,695 1,920 25,615
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3.5. CAPITAL MANAGEMENT

The Group's objectives when managing capital, which is a broader concept than the
‘equity’ on the face of the Balance sheet, are:

e To comply with the capital requirements set by the regulators of the banking
markets where the entity operates;

e To safeguard the Group's ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders;

¢ To maintain a strong capital base to support the development of its business.

Capital adequacy and the use of regulatory capital are monitored daily by the Group's
management, employing techniques based on the guidelines developed by the
Basel Committee, as implemented by BDL, for supervisory purposes. The required
information is filed with the Authority on a monthly basis.

The Group maintains a ratio of total regulatory capital to its risk-weighted assets (the
‘Basel Ratio’) above a minimum level agreed with the Authority which takes into
account the risk profile of the Group.

The regulatory capital requirements are strictly observed when managing economic
capital.

The Group's regulatory capital is managed by its Treasury department and comprises
two tiers:

e Tier | capital: share capital, general bank reserve, legal reserve, retained earnings
and reserves created by appropriations of retained earnings; and

e Tier Il capital: unrealized gains arising on the fair valuation of equity instruments
held as available for sale and revaluation surplus on real estate as approved by BDL.

The table below summarizes the composition of regulatory capital and the ratios of
the Group for the years ended 31 December as per Basel | requirements.

2009 2008

TIER | CAPITAL LL Millions LL Millions
Share capital and cash

contributions to capital 58,030 58,000
Reserves 7,820 3,661
Retained earnings 1,249 (90)
Net loss for the year - (426)
Less: intangible assets (132) (110)
Total qualifying Tier | Capital 66,967 61,035
TIER II CAPITAL

Amounts recognized directly in equity

relating to assets classified as held for sale 4,218 4,218
Revaluation reserve - available for sale

investments 484 327
Total qualifying Tier Il Capital 4,702 4,545
Total regulatory Capital 71,669 65,580

RISK- WEIGHTED ASSETS

On-balance sheet 376,132 391,583
Off-balance sheet 13,096 12,940
Net global position 336 -
Total risk-weighted assets 389,564 404,523
Basel ratio (%) 18.39 16.21

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group's financial statements and its financial result are influenced by accounting
policies, assumptions, estimates and management judgment, which necessarily have
to be made in the course of preparation of the financial statements.

The Group makes estimates and assumptions that affect the reported amounts of
assets and liabilities within the next financial year. All estimates and assumptions
required in conformity with IFRS are best estimates undertaken in accordance with
the applicable standard. Estimates and judgments are evaluated on a continuous
basis, and are based on past experience and other factors, including expectations
with regard to future events.

Accounting policies and management's judgments for certain items are especially
critical for the Group's results and financial situation due to their materiality.
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IMPAIRMENT LOSSES ON LOANS AND ADVANCES

The Group reviews its loan portfolios to assess impairment at least on a quarterly
basis. In determining whether an impairment loss should be recorded in the
consolidated statement of comprehensive income, the Group makes judgments as
to whether there is any observable data indicating an impairment trigger followed
by measurable decrease in the estimated future cash flows from a portfolio of loans
before the decrease can be identified with that portfolio. This evidence may include
observable data indicating that there has been an adverse change in the payment
status of borrowers in a group, or national or local economic conditions that correlate
with defaults on assets in the Group. Management uses estimates based on historical
loss experience for assets with credit risk characteristics and objective evidence of
impairment similar to those in the portfolio when scheduling its future cash flows.
The methodology and assumptions used for estimating both the amount and timing
of future cash flows are reviewed regularly to reduce any differences between loss
estimates and actual loss experience.

HELD TO MATURITY INVESTMENTS

In accordance with IAS 39 guidance, the Group classifies some non-derivative
financial assets with fixed or determinable payments and fixed maturity as held to
maturity. This classification requires significant judgement. In making this judgement,
the Group evaluates its intention and ability to hold such investments to maturity. If
the Group failed to keep these investments to maturity other than for the specific
circumstances — for example, selling an insignificant amount close to maturity — the
Group is required to reclassify the entire category as available for sale. Accordingly,
the investments would be measured at fair value instead of amortized cost. If all held-
to-maturity investments were to be so reclassified, the carrying value would increase
by LL 33.6 billion, with a corresponding entry in the fair value reserve in shareholders'
equity.

PENSION BENEFITS

The present value of the pension obligations depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. The assumptions
used in determining the net cost for pensions include the discount rate. Any changes
in these assumptions will impact the carrying amount of pension obligations.

The Group determines the appropriate discount rate at the end of each year. This
is the interest rate that should be used to determine the present value of estimated
future cash outflows expected to be required to settle the pension obligations. In
determining the appropriate discount rate, the Group considers the interest rates of
Lebanese government securities that have terms to maturity approximating the terms
of the related liability.

If the discount rate differed by +/- 1% from management's estimates, the carrying
amount of the pension obligations would decrease/increase by approximately LL
85 million.

5. CASH AND BALANCES WITH CENTRAL BANKS

LL Millions LL Millions
Cash on hand 8,367 10,649
Balances with BDL
other than mandatory
reserve deposits 8,185 4,473
Included in cash
and cash equivalents (note 6) 16,552 15,122
Mandatory reserve
deposits with BDL (a) 103,972 96,630
Term deposits 20,520 4,804
Interest receivable - BDL 51 239
Total cash and balances
with central banks 141,095 116,795
Current 108,684 71,419
Non-current 32,411 45,376

141,095 116,795

(a) In accordance with BDL regulations, the Bank is required to constitute mandatory
reserves in Lebanese pounds (“LL reserve") of 15% to 25% of the customers deposit
accounts denominated in Lebanese pounds. The Bank is also required to constitute
mandatory reserves in foreign currency (“FCY reserve") calculated on the basis of
15% of customers deposit accounts denominated in foreign currency.

Mandatory reserve deposits are not available for use in the Bank's day-to-day
operations. Cash in hand and LL reserves are non-interest bearing. Term deposits are
fixed rate assets, whereas foreign currency reserves are floating-rate assets.

6. CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise balances with less than three months' maturity
from the date of acquisition, including cash in hand, deposits held at call with banks
and other short term highly liquid investments with original maturities of three
months or less.
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| 2o» ] 2003 9. LOANS AND ADVANCES TO CUSTOMERS

LL Millions LL Millions
2009 2008

Loans and advances to banks (note 7) 60,791 70,655
77,343 85,777 LL Millions LL Millions
Medium and long term loans 82,986 62,654
Bills to the order of the Bank 71,216 60,688

7. LOANS AND ADVANCES TO BANKS

Overdrafts 26,582 16,748

Short term loans 20,360 22,877
7,213 9,369

Advances against cash guarantee ﬁ
LL Millions LL Millions

Loans and advances to related parties Z
Current accounts 33,416 22,532 (note 32) 4262 5,097 E
Checks for collection 75 294 Unpaid bills 438 1,009 =
Placements with banks 27,300 47,829 [
; _ Discounted bills 415 478 <
Included in cash and cash equivalents (note 6) 60,791 70,655 =
Loans and advances to banks 2,296 1,368 Credit card facilities 415 ] w
Interest receivable 209 94 Creditors accidently debtors 15 512 2
63,296 72,117 Interest received in advance (18,467) (13,989) 5
Current 62,232 70,901 Partial settlement of bills (855) (1,688) Z
Non-current 1,064 1,216 <
63,296 72,117 NON-PERFORMING LOANS: z
Ly
- Substandard loans 4,348 4,242 N
- Doubtful and bad debts 40,108 55,801 |45
8. FINANCIAL ASSETS DESIGNATED AT FAIR VALUE =
Gross loans and advances to customers 239,036 223,798 :D)
_ 2009 2008 Less: allowance for impairment (a) (42,495) (51,707) <
Equity securities - unlisted LL Millions LL Millions Net loans and advances to customers 196,541 172,091 Z
- Preferred shares 754 - Current 50,781 114,788 8

Non-current 145,760 57,303

These securities include embedded derivatives which were not separated from the 196,541 172,091

host contract. The entire instrument is therefore classified as designated at fair value
through profit and loss.




Reconciliation of allowance account for losses and advances to customers is as 11. INVESTMENT SECURITIES

follows:
2009 2008
SECURITIES AVAILABLE-FOR-SALE LL Millions LL Millions
Specific Collective Specific Collective - _ _
allowance for  allowance for allowance for allowance for Debt securities - at fair value: Listed:
impairment impairment impairment impairment LISTED:
LL Millions LL Millions LL Millions LL Millions - Lebanese treasury bills 10312 15 452
Balance at Unlisted:
1 January 51,707 - 55,441 -
- Certificates of deposit - BDL - 8,243
Increase in w
impairment Equity securities - at cost: =
allowances 4,265 815 1,595 : Unlisted: LZL1
Unrealized - Common shares 1,618 1,618 2
interest 3,821 - 6,969 - Ly
- Preferred shares 302 302 =
Reversal of <
impairment - - (699) - Total securities available-for-sale 12,232 25,615 —~
W
Write back of SECURITIES LOANS AND RECEIVABLES —
impairment 692 - - - iy . <
Debt securities - at amortized cost: —
Provisions . . @)
applied against Listed: Z
loan write-offs (14,455) - (11,599) - - Lebanese treasury bills 47,023 39,464 <
Provisions Unlisted: z
transferred Lo,
to off-balance - Certificates of deposit - BDL 28,050 28,500 N
sheet (4,350) - - - - Lebanese treasury bills - 14,036 73
At 31 Dec. 41,680 815 51,707 § Assets pledged as collateral (a) - listed - 7,870 t
Total securities loans and receivables 75,073 89,870 :D)
SECURITIES HELD TO MATURITY <
10. DEBTORS BY ACCEPTANCES " ) o
Debt securities - at amortised cost: 8
Unlisted: o
_ 2009 2008 - Certificates of deposit - BDL 115,780 50,092
LL Millions LL Millions - Lebanese treasury bills 102,240 126,738
Customers' acceptances 1,855 7,422 Total securities held-to-maturity 218,020 176,830
Current 48,638 174,878
Customers' acceptances represent term documentary credits which the Bank has Non-current 256,687 117,437

committed to settle on behalf of its customers against commitments provided by

. e 305,325 292,315
them, which are stated as a liability in the balance sheet.



These assets consist of Lebanese treasury bills (denominated in foreign currencies)
that were pledged in 2008 under repurchase agreements. In 2009, these agreements
were executed and accordingly the pledge was released.

All debt securities have fixed coupons.

The movement of investments securities may be summarized as follows:

Available Loans Held to Total
for sale J & receivables maturity

LL Millions LL Millions LL Millions LL Millions
At 1 Jan. 2008 91,579 - 167,985 259,564
Additions 44,309 - 33,415 77,724
Disposals
(sale and
redemption) (22,633) - (24,570) (47,203)
Gains
from changes
in fair value 2,230 - - 2,230
Total financial
assets reclassified (89,870) 89,870 - -
At 31 Dec. 2008 25,615 89,870 176,830 292,315
At 1 Jan. 2009 25,615 89,870 176,830 292,315
Additions 7,556 - 120,832 128,388
Disposals
(sale and
redemption) (21,869) (14,797) (79,642) (116,308)
Gains
from changes
in fair value 930 - - 930
At 31 Dec. 2009 12,232 75,073 218,020 305,325

RECLASSIFICATION OF FINANCIAL ASSETS

The crisis that shook financial markets worldwide since the second half of 2008,
resulted in the disappearance of almost all reliable market transactions or reference
points for a number of financial instruments.

The Bank has therefore reclassified certain assets into the corresponding categories
allowed by the amendments to IAS 39 and IFRS 7.

On 31 August 2008, the Bank reclassified certain financial assets originally classified
as available for sale to loans and receivables. Management determined that they
were no longer available for sale but would be held for the foreseeable future.

The following table shows carrying values at 31 December 2009 and fair values of
the assets reclassified:

Fair values at date Fair values Q| Carrying amount
of reclassification

Financial assets
available for sale
reclassified to loans

and receivables LL Millions LL Millions LL Millions

- Lebanese

treasury bills 59,189 52,359 47,023

- Certificates of

deposits - BDL 29,882 32,322 28,050
89,071 84,681 75,073

Effective interest rates on financial assets reclassified into loans and receivables as at
their respective dates of reclassification fell into the following ranges:

Lebanese treasury bills - listed 8.68%
Certificates of deposit - Central Bank of Lebanon (BDL) 8.62%

Presented below are the estimated amounts of undiscounted cash flows the Bank
expected to recover from these reclassified financial assets as of 31 December 2009.

Lebanese treasury Certificates Total
bills listed of deposit - BDL

LL Millions LL Millions LL Millions

Between 1 & 5 years 23,074 40,083 63,157
Over 5 years 57,217 - 57,217
80,291 40,083 120,374

For the year ended 31 December 2008, fair value gain of LL 1,441 million prior to
reclassification, was recognized in the statement of comprehensive income.
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income" of LL 7,240 million (2008 — LL 111 million) for the year ended 31 December

2009.

If the financial assets had not been reclassified, the change in their fair values, after
Group's statement of comprehensive income was an increase in “interest and similar

actual reclassification, would have resulted in additional fair value gains of LL 9,6
billion in the consolidated income statement for the year ended 31 December 2009

(2008 - loss of LL 4,5 billion).
After reclassification, the contribution of the reclassified financial assets to the

12. PROPERTY & EQUIPMENT
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14. OTHER ASSETS 15. ASSETS CLASSIFIED AS HELD FOR SALE

LL Millions LL Millions LL Millions LL Millions
Prepaid expenses (a) 1,143 1,152 Shares acquired in settlement of debt (a) 10,671 20,123
Prepaid judicial expenses (b) 611 613 Group's assets held for disposal (b) 6,776 6,806
Property acquired in settlement of debt (c) 2,254 2,948

Reinsurance assets (Provisions
and paid indemnities) 462 207 19,071 29,877

Receivables from national social
security ("the Fund") (c) 378 257 (a) Shares acquired in settlement of debt represent the Bank’s participation in the
following companies (“the Entities"):

Insurance premiums due from customers 309 73
Advance payments to suppliers 929 80
_ Ownership percentage Amount of ownership
Due of credit cards from financial institutions 35 443
2009 2008 2009 2008
Stamp duties 34 35
LL Millions LL Millions
Prepaid establishment expenses - 258 Savoy Suite Company
Other assets - Egypt Branch 250 284 SAAR.L. 0% 99% - 9,452
Other assets 710 378 Tourism & Development
Company S.AR.L. 99% 99% 10,671 10,671
<0 SR 10,671 20,123

Summarized financial information of the entities is as follows:

(a) Prepaid expenses comprise the following:

School fees 343 316 Assets Liabilities Revenues Profit (Iqss)
for the period

v
~
Z,
=
>
=
=
w
-
=
QO
y4
<
Z
™
A
=
-
=
<
N
S
S
x

Printings, stationary and subscriptions 282 280 . . o .
LL Millions LL Millions LL Millions LL Millions
Advertisement 67 58
As at 31 Dec. 2009
Insurance 34 30
Tourism and
Other 417 468 Development
1143 1152 Company S.A.R.L 8,929 1,590 1,690 (83)
As at 31 Dec. 2008
Savoy Suite
(b) This caption includes an advance to the legal authorities paid as a subscription Company S.AR.L.
to participate in an auction to acquire property in settlement of debt. ("Savoy") 8,481 328 1,106 76
. . . Tourism and
(c) This account represents advances paid by the Bank to its employees upon the Development
receipt of medical bills which are recovered later from the Fund. Company S.AR.L 8,699 1,279 1,232 82

17,180 1,607 2,338 158



The Entities are independently managed. Since the Bank does not have the power to
govern the financial and operating policies, they are not consolidated. In 2009, the
Bank sold its share in Savoy and recognized a gain of LL 1.5 billion in its statement
of comprehensive income (note 23).

(b) Assets, liabilities, and the amounts recognized directly in equity for the Real
Estate for Investment and Development Company S.A.L (“the Company") have
been classified as held-for-sale based on management's decision to dispose the
group's investment in that company.

(i) The “disposal group” net assets:

LL Millions LL Millions

Property, Plant & Equipment 6,711 6,768
Intangible Assets 12 12
Other Assets 53 26
6,776 6,806

Other Liabilities (20) (20)
6,756 6,786

This item represents net assets owned by the Bank by 99.99%.

In compliance with BDL basic circular number 65, and the board of director’s decision,
the Bank intends to liquidate its participation in the Real Estate for Investment and
Development Company S.A.L. Therefore, the assets and liabilities of this company
have been presented in accordance to the requirements of IFRS number 5 “Non-
current assets held-for-sale and discontinued operations”. The Bank is expected to
liquidate its participation by year end 2010.

(i) Amounts recognized directly in shareholder's equity

The investment in this Company has been revalued in 1997 by an independent
specialist according to law number 282/93. The investment was valued according
to the market value prevalent as of 31 December 1993. The revaluation resulted in
an increase in the properties amount by L.L 7.6 billion.

(c) These assets represent property acquired in settlement of debt that are classified
as held for sale and are not part of properties used for the Bank's operations.
Management plans to liquidate these assets in the foreseeable future through its
active search for new buyer's and offering these properties for sale at reasonable
prices.

These assets are subject to a buy-back agreement at their book value from the
customer within 2 years from the date of acquisition.

16. DEPOSITS FROM BANKS
AND FINANCIAL INSTITUTIONS

LL Millions LL Millions

Current accounts 6,274 5,608

Term deposits 7,855 32,161
Deposits against repurchase

agreements (note 11) - 8,864

14,129 46,633

Deposits from banks only include financial instruments classified as liabilities
at amortized cost.

All deposits with banks and financial institutions are fixed interest deposits.
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17. DEPOSITS FROM CUSTOMERS 18. OTHER LIABILITIES

LL Millions LL Millions

LL Millions LL Millions
Saving accounts (i) 530,672 455,897
. o Insurance premiums collected
Sight deposits (ii) 57,714 58,590 in advance 912 718
Guarantees and cash margins (iii) 30,489 26,932 Accrued expenses 795 660
Fiduciary deposits 18,308 19,265 ] -
Mathematical Provision 464 214
Due to related parties (note 31) 3,605 9,054 W
Taxes due (a) 403 448 [
Amounts to be paid 6,996 3,555 Z
; Unearned Insurance Premiums 337 216
Term deposits 1,092 2,741 E
Interest payable 1915 1,677 Branches' accounts 317 777 =
650,791 577,711 Dues to former shareholders 282 - z
(i) Saving accounts Compensation accounts - a
Miscellaneous debtors 191 (19) —
Saving accounts - sight 83,259 74,358 <
Due to the NSSF Fund 130 95 —
Saving accounts - term 447,413 381,539 Q
530672 455,897 Reinsurance payable 87 178 <Z<
T ; Claims reported and loss Z,
(i) Sight deposits adjustment expenses 40 22 :
Current and checking accounts 44,462 39,236 ] -
Premium deficiency reserve 40 - (o)
Debtors accidentally creditors 1,168 2,382 23]
Claims incurred but not reported 1 - =
Public sector deposits 12,084 16,972 —
Due to the national institute A
20,714 58,590 for the guarantee of deposits (b) - 256 Eé
(iii) Guarantees and cash margins Other liabilities 637 476 o~
Margins against speculation accounts 94 - 4636 4 041 8
' ' i~
Margins against letters of credit 1,128 788
Blocked deposits 29,267 26,144
30489 26,932 (a) This amount. represents taxes deducte.d. fro'm interests on customers’ deposits,
employees' salaries tax, property and municipality taxes.
Deposits due to customers only include financial instruments classified as liabilities (b) In accordance with requirements of article 12 of ministry of finance law number
at amortized cost. 28/67, the bank has to pay a 0.5 per mil from its total customers’ deposits balances

as a guarantee fee on these deposits.
The fair value of those deposits approximates their carrying amount.

Other liabilities are expected to be settled within no more than 12 months of the
All deposits are at fixed interest rates. date of the balance sheet.



19. RETIREMENT BENEFIT OBLIGATIONS

The movement in provision for retirement benefit obligations can be summarized

as follows:

LL Millions LL Millions
At the beginning of the year 2,039 1,273
Charge for the year (note 26) 361 776
Payments during the year (49) (10)
At the end of the year 2,351 2,039

The principal actuarial assumptions used by management were as follows:

Discount rate
Salary growth rate

Years of future service

20. SHAREHOLDERS' EQUITY

7.85%
6%
5

8.35%
6%
4

2008

LL Millions LL Millions
Share capital (a) 58,000 58,000
Other reserves:
Legal reserve (b) 1,717 1,516
Reserve for unspecified banking risks (c) 5,886 4,853
Reserve for liquidation of assets classified
as held-for-sale (d) 356 440
Free reserves 216 -
Revaluation reserve (e) 967 327
Retained Earnings 1,743 1,309
Amounts recognized directly in equity relating
to assets classified as held for sale (note 76 (b)) 7,588 7,588

76,473 74,033

(@) Share capital

The total number of ordinary shares at year end was 580 million (2008 — 580 million)
with a par value of LL 100 per share. All issued shares are fully paid.

(b) Legal reserve

In compliance with the requirements of Code of Money and Credit article number
132, Banks' are required to appropriate 10% of their annual profits as legal reserve.
This reserve is not available for distribution.

(c) Reserve for unspecified banking risks

In compliance with the requirements of BDL basic circular number 50, banks are
required to appropriate from annual profits an amount between 2 per mile and
3 per mile of risk weighted assets and off balance sheet accounts as a reserve for
unidentified banking risks. The above reserve is considered as part of Tier | capital,
but is not available for distribution.

(d) Reserve for liquidation of assets classified as held-for-sale

In compliance with BDL basic circular number 78, banks are required to deduct
from annual profits an amount of 5% or 20% on the carrying value of its properties
acquired in settlement of debt. However, in 2008 and in compliance with Banking
Control Commission issued memo 4/2008 and 10/2008, the bank transferred the
booked provision to equity. Moreover, the required reserves are now established
through appropriation of retained earnings. This reserve is not considered as part of
the Bank's Tier Capital nor is available for distribution.

(e) Revaluation reserve
The revaluation reserve shows the effects from the fair value measurement of
financial instruments of the category available for sale. Any gains or losses are not

recognized until the asset has been sold or impaired.

The balance in revaluation reserve of available-for-sale investment securities is
summarized as follows:

LL Millions LL Millions

Revaluation reserve of investment securities (i) 490 (440)
Revaluation reserve of investment securities

- reclassified (ii) 477 767

967 327
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(i) The movementin revaluation reserve of investment securities may be summarized 21. NET INTEREST INCOME

as follows:

LL Millions LL Millions

LL Millions LL Millions INTEREST AND SIMILAR INCOME
At 1 January (440) (2,670) Loans and advances:
Net change in fair value 930 2,230 - to customers 19,120 14,858
At 31 December 490 (440) - to related parties (note 31) 23 15
- to banks and financial institutions 2,481 3,414

(i) The movement in revaluation reserve of reclassified investment securities may be
summarized as follows:

Investment securities:

- Available-for-sale 1,133 3,201
- Loans and receivables 6,792 (110)

LL Millions LL Millions
48,527 44,241

At 1 January 767 -

. . INTEREST EXPENSE AND SIMILAR EXPENSES
Net change in fair value

before reclassification - 837 Deposits from customers (28,421) (25,721)
Amortization of reserve recognized Deposits from banks and financial institutions (562) 1,311)

in Bank's profit and loss (290) (70)
Deposits from related parties (note 31) (1 (10)

At 31 December 477 767
19,543 17,199
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22. NET FEE AND COMMISSION INCOME 24. OTHER OPERATING INCOME

FEE AND COMMISSION INCOME LL Millions LL Millions LL Millions LL Millions
Commissions on banking operations 1,292 1,486 Net gain from sale of assets classified

as held-for-sale (note 75 (a)) 1,720 256
Credit related fees and commissions 2,665 2,694

Net insurance premium revenue 780 520
Commissions on letters of credit
and guarantees 668 955 Rent income 191 153
Portfolio and other management fees 619 559 Gain (loss) from sale of property and equipment 281 (35)
Other commissions 186 222 Other income 156 481

5,430 5916 3,128 1,375

FEE AND COMMISSION EXPENSE
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Brokerage commission (530) (831) 25. LOAN IMPAIRMENT CHARGES
Other commission expenses (496) (142)
1,026 973
4,404 4,943
LL Millions LL Millions
LOANS AND ADVANCES TO CUSTOMERS
23. NET TRADING INCOME Increase in impairment:
Increase in specific impairment provision (4,265) (1,595)
Increase in collective provision (815) -
(5,080) (1,595)
LL Millions LL Millions
Recoveries and release of impairment 1,399 792
Net gains on foreign exchange transactions 711 446

(3,681) (803)




26. PERSONNEL EXPENSES 28. DEPRECIATION AND AMORTIZATION EXPENSE

LL Millions LL Millions LL Millions LL Millions
Salaries and wages 5330 4,710 Depreciation charge (note 12) 1,117 1,213
Social security costs 973 881 Amortization charge (note 13) 20 6
Transportation 473 436 1137 1219
Scholarship 390 382
Pension costs - defined benefit plan (note 19) 361 776 w
: 29. INCOME TAX EXPENSE =
Other employee benefits 426 400 Z.
7,953 7,585 E
The tax on the parent's (consolidated branches) profit before tax differs from the =
theoretical amount that would arise using the basic tax rate of the Lebanon branches [
27. OTHER OPERATING EXPENSES as follows: ﬁ
w
LL Millions LL Millions LL Millions LL Millions G
Professional fees 2,282 1,569 Profit before income tax Z
Lebanon and Egypt 3,112 4358 <
Advertising expense 1,541 1,814 ( 8ypt) Z
) i Tax due at the rate of 15% 467 654 ™
Directors' remuneration, attendance fees, H~
and representation allowance (note 37) 1,248 1,140 Effect of other non-deductible o)
o expenses 588 207 =
Utilities 1,160 1,219 o
] ] Effect of expenses subject 5
Insurance claims and loss adjustment to different tax rates 138 133
expenses-net reinsurance 574 184 D
i Income tax expense 1,193 994 <
Donations 513 237 o
) i Withholding tax on interest 8
Repairs and maintenance 459 468 not reimbursable (a) 1227 948 Q
Operating lease 324 226 Taxes on profits
Office supplies and printings 335 266 from insurance operations 20 8
Travel expense 324 350 Current income tax expense 1,247 956
Deposit guarantee premiums 293 246
I In accordance with article 51 of law number 497/2003, the Bank is subject to tax
Municipality and other taxes 198 53 withheld on interest income as well as corporate income tax. If tax on interest

Subscriptions 170 154 income exceeds the corporate income tax, the excess constitutes an additional tax
charge and is not refundable to the Bank.

Representative office expenses 125 140

The fiscal years 2007 till 2009 remain subject to examination by the income tax
Insurance expense 94 86 authorities.
Other 2,449 1,761

12,089 9,931



30. CONTINGENT LIABILITIES AND COMMITMENTS

30. 1.

30. 2.

LEGAL PROCEEDINGS

There were a number of legal proceedings involving claims by and against the Bank
at 31 December 2009, which arose in the ordinary course of business. The Bank does
not expect the ultimate resolution of any of the proceedings to which Bank is party to
have a significantly adverse effect on the financial position of the Bank. Accordingly,
no provision has been booked.

GUARANTEE AND OTHER FINANCIAL FACILITIES
At 31 December 2009, the Bank had the contractual amounts of the Bank's off-

balance sheet financial instruments that commit it to extend credit and guarantees to
customers as follows:

LL Millions LL Millions

Guarantees 15,696 12,685
Letters of credit - confirmed 10,630 15,891
Letters of guarantee — insurance operations 4,000 4,000
30,326 32,576

31. RELATED-PARTY TRANSACTIONS

Mr. Anwar Jammal is the major shareholder of the Group, owning 32 % of the ordinary
shares. Mr. Mohamed Jammal owns an additional 27% of the ordinary shares while
the remaining 41% of the shares are widely held by members of the Jammal family.

A number of banking transactions are entered into with related parties in the normal
course of business. These include loans, deposits and other financial facilities (i.e. loan
commitments, guarantees, etc.).

The volume of related party transactions, outstanding balances at the year end, and
related expenses and income for the year are as follows

LOANS AND ADVANCES TO RELATED PARTIES

LL Millions LL Millions

Directors and other

key management

personnel (and close

family members) 1,463 1,478

Related companies

(associated

companies

and subsidiaries) 2,799 3,619

Less: allowance
for impairment (480) (304)

Interest income
earned (note 21) 23 15

All loans and advances to related parties are fixed rate loans.

DEPOSITS FROM RELATED PARTIES

LL Millions LL Millions

Directors and other

key management

personnel (and close

family members) 2,928 8,545

Related companies
(associated companies
and subsidiaries) 6,77 509

Interest expense
on deposits (note 21) (1) (10)
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C. KEY MANAGEMENT COMPENSATION

LL Millions LL Millions
Directors' remuneration
and attendance fees (note 27) 1,230 1,122
Board of directors representation
allowance (note 27) 18 18
Chairman of the board's salary 162 162
1,410 1,302 ﬁ
=5
D. OTHER TRANSACTIONS E
=
<
T o T e F
w
LL Millions LL Millions —
<
Consultancy fees 912 826 5
Improvements to fixtures and fittings 460 530 Z
Operating lease and real estate management 241 165 <Z<
Maintenance Expenses 72 73 E
Guarding Expenses 77 71 o
25
1,762 1,665 =
fu—
=
<
AUTHORIZATION OF THE FINANCIAL STATEMENTS =\
()
@\

No adjusting or non-adjusting events have occurred between the balance sheet date
and the date of authorization on June 30, 2009 by the General Manager/Chairman.




HEAD OFFICE

BRANCHES

Jammal Trust Bank S.A.L

Jammal Bldg, Verdun St, Beirut, Lebanon
P.O.Box: 11-5640, Beirut — Lebanon

Tel: (961-1) 781999 (10 Lines) 860771
869147 — 800362/3 — 864161 — 860230
Fax: (961 — 1) 800361 — 864170

VERDUN

Jammal Trust Bank Bldg.
Rachid Karameh Str,

P.O.Box: 13 = 5750 Chouran,
Beirut — Lebanon

Phone: (961 — 1) 797367/8/9
Fax: (961 — 1) 807382
Established: 1979

HAMRA

Ali Jammal Bldg. Al Tanoukhyeen Street,
P.O.Box: 113 — 5340 Beirut — Lebanon
Phone: (961 — 1) 346251/2

Fax: (961 — 1) 346251

Established: 1979

GHOBEIRY

Ne'meh Bldg. Ghobeiry Main Street,
Ghobeiry P.O.Box: 25-144,

Beirut — Lebanon

Phone: (961 — 1) 544264 — 270294
Fax: (961 — 1) 544238

Established: 1975

DORA

George Hakim Bldg, Dora Highway
P.O.Box: 90 — 509, Jdaideh

Beirut — Lebanon

Phone: (961 — 1) 262935/6

Fax: (961 — 1) 260937

Established: 1979

ZOUK MOSSBEH
Yassou El Malak Street,
Jebara Centre

Phone: (961-9 215437/8
Established: 2006

OUZAI

Nawwaf Sharif Bldg.
Ouzai Main Street
Phone: (961-1) 850179
Fax: (961 — 1) 850102
Established: 1980

BOURJ EL-BARAJENEH

Ghazi Wehbe Bldg, Mreijeh Square
Bourj El-Barajeneh

Phone: (961-1) 471600/1/2

Fax: (961-1) 471603

Established: 1980

MAZRAA

Adnan & Katar Bldg,

Corniche El-Mazraa

Phone: (961-1) 303958 — 304462
Fax: (961-1) 312924

Established: 1980

SAIDA

Jammal Trust Bank Bldg.

Riad El-Solh Street,

P.O.Box: 3, Saida — Lebanon

Phone: (961 — 7) 722066 — 720464/5
Fax: (961 — 7) 722550

Established: 1972

GHAZIEH

Jammal Trust Bank Bldg,
Ghazieh Main Street
Phone: (961-7) 222558/9
Fax: (961-7) 222657
Established: 1979

NABATIEH

Sha'aban Bldg,

Algeria quarter, Nabatieh Main Street
P.O.Box: 11 Nabatieh - Lebanon
Phone: (961-7) 761323 - 761004
Fax: (961-7) 761626

Established: 1984

TYRE

Al Madina Square, Tyre
P.O.Box: 100 Tyre - Lebanon
Phone: (961-7) 741161/2
Fax: (961-7) 741160
Established: 1973

AL-BUSS

Jammal Trust Bank Bldg,
Al-Buss Main Street
Al-Buss, Lebanon
Phone: (961-7) 344574
Fax: (961-7) 344575
Established: 1985

KANA

Kana Main Street — Atieh Bldg
Phone: (961-7) 430421

(961 - 3) 729933

Fax: (961-7) 430422
Established: 1991

JOWAYA

Housseineyat Jowaya Bldg,
Jowaya Main Street
Phone: (961-7) 410151/2
Fax: (961-7) 410153
Established: 1987

TEBNINE

Near Tebnine Hospital

Phone: (961-7) 325688/9 - 325690
Established: 2001

MARJEYOUN

Marjeyoun Main Street
Simon and Fouad Hamra Bldg
Phone: (961-7) 830120/1/2
Established: 2001

BINT JBEIL

Bint Jbeil Main Street Aytaroun
Next to Al Tahrir Restaurant
Phone: (961-7) 450200/1
Established: 2001

TRIPOLI

Abdel Hamid Karame Square
P.O.Box: 399 Tripoli

Phone: (961-6) 431230 - 440830
Fax: (961-6) 431229

Established: 1973

FURZOL

Ibrahim Farah Bldg .
Furzol Main Street
Phone: (961-8) 951750
Fax: (961-8) 951760
Established: 1987

BAALBECK

Ali Jaafar Bldg

Khalil Mutran Street, Baalbeck
Phone: (961-8) 371198 - 377575
Fax: (961-8) 371277

Established: 1979

LABWEH

Jammal Trust Bank Bldg

Baalbeck, Labweh — Main Street
Phone: (961-8) 230701 - 230702
Fax: (961-8) 230703

Established: 2004
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SUBSIDIARY COMPANIES

REAL ESTATE FOR INVESTMENT
& DEVELOPMENT CO. S.A.L
Jammal Bldg, Verdun Street

P.O.Box: 13-5750, Chouran

Beirut - Lebanon

Phone: (961-1) 800360 - 805702

TRUST INSURANCE CO S.A.L
Jammal Bldg, Verdun Street
P.O.Box: 11-553

Beirut — Lebanon

Telefax: (961 -1) 803405 — 864971

TRUST LIFE INSURANCE CO S.A.L
Jammal Bldg, Verdun Street

Beirut — Lebanon

Telefax: (961 -1) 803405 — 864971

REPRESENTATIVE OFFICES

REPRESENTATIVE OFFICES IN UK
Jammal Trust Bank S.A.L

6/7 Pollen Street — 3rd floor

London W1s 1NJ

Phone: 0044 (20) 74939730

Fax: 0044 (20) 32142002

BUREAU DE REPRESENTATION EN
COTE D'IVOIRE

Jammal Trust Bank S.A.L

SCI La Balance

Boulevard Giscard D'Estaing

Phone : 21265458 — 21268371
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REPRESENTATIVE OFFICE IN NIGERIA
Jammal Trust Bank S.A.L

15A Burma Road

A papa - Lagos





