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| NDEPENDENT AUDI TORS6 REPORT TO THE SHAREHOLDERS OF
BYBLOS BANK SAL

We have audited the accompanying consolidated financial statemeBiblos Bank SAL(the fiBankd) and its
subsidiaries dollectively the iGroup), which comprise theonsolidatedstatement of financial position as at 31
December2014 and the consolidatedincome statement, consolidated statement of comprehensive income,
consolidatedstatement bchanges in equitand consolidated statemeoftcash flowsfor the year then ended, and a
summary of significant accounting polisiand other explanatory information.

Ma n a g e nrespdngibdity for the consolidatedfinancial statements

Management isesponsible for the preparation and fair presentation of tb@ssolidatedinancial statements in
accordance with Internatiohdinancial Reporting Standards, and for such internal control as management
determines is necessary to enable gheparation ofconsolidatedinancial statements that are free from material
misstatementwhether due to fraud or error

Audi t esponsility

Our responsibility is to express an opinion on thesesolidatedfinancial statements based on our audit. We
conducted or audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assinamoehether tle
consolidatedinancial statements are freerfinanaterial misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

consolidatedf i nanci al statement s. The procedures sel ected d
assessment of thésks of material misstatement of thensolidatediinancial statements, whether due to fraud or
error. In making those risk assessments, the asditorn si der i nt er nal control rel evan
fair presentation of theonsolidatd financial statements in order to design audit procedures that are appropriate
the circumstances, but not for the purpose of express

control. An audit also includes evaluating the appropréegse of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentatiocomsolitated
financial statements.

We believe that the audit evidence we have obtained is suffigiehappropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statemgmesent fairly, in all material respectbe financial position of
the Groupas & 31 Decembe014, and its financial performancenaits cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Ernst & Young Semaan, Gholam & Co.

21 April 2015
Beirut, Lebanon



ByblosBank SAL

CONSOLIDATEDINCOME STATEMENT
For the yar ended 31 Decemb2014

2014 2013
Notes LL million LL million
Interest and similar income 8 1,413,234 1,295,959
Interest and similar expense 9 (1,049,537 (950,115
NET INTEREST INCOME 363,697 345,844
Fee anccommission income 10 149631 154,040
Fee and commission expense 10 (13,7679 (15,047)
NET FEE AND COMMISSION INCOME 135864 138,993
Net gain from financial instruments at fair value through profitor 11 66,942 86,098
Net gain from sale of financial assets at amortized cost 12 104,818 79,862
Revenue from financial assets at fair value through other
comprehensive income 27 2,736 1,144
Other operating income 13 21859 23,542
TOTAL O PERATING INCOME 695,916 675,483
Net credit losses 14 (39,428 (79,132)
NET OPERATING INCOME 656,488 596,351
Personnel expenses 15 (167,617) (162,226)
Other operating expenses 16 (13204) (126,961)
Depreciation of property and equipment 28 (24,882) (27,218)
Amortisation of intangibles assets 29 (159) (159)
TOTAL OPERATING EXPENSES (324,699 (316,564)
OPERATING PROFIT 331789 279,787
Netgainon disposal of property and equipment 20 21
PROFIT BEFORE TAX 331,809 279,808
Income tax expense 17 (67,2779 (44,359)
PROFIT FOR THE YEAR 264,532 235449
Attributable to:
Equity holders of the parent 252,792 224,683
Non-controlling interests 11,740 10,766
264,52 235,449
Earnings per share LL LL
Equity shareholders of the parent:
Basic earnings per share 18 363.21 313.68
Diluted earnings per share 18 33979 298.02

The attached notes 1 5@ form part of these consolidated financial statements.
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ByblosBank SAL

CONSOLIDATED STATEMENTOF COMPREHENSIVE INCOME

For the yar ended 31 Decemb2014

Notes

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME (LOSS)
Items to be reclassified to the income statement in subsequent periods:
Exchange difference on translation of foreign operations

Net other comprehensive loss to be reclassified to the income statemient
subsequent periods

Items not to be reclassified to the income statement in subsequent periods
Net unrealized gain from financial assets at fair value through other compreher

income
Income tax effect

Re-measurement gasron defined beneffilans 37(a)

Net other comprehensive income not to be reclassified to the income
statement in subsequent periods

OTHER COMPREHENSIVE LOSS FOR THE YEAR, NET OF TAX
TOTAL COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX
Attributable to:

Equity holders of the parent
Noncontrolling interests

The attached notes 1 5@ form part of these consolidated financial statements.

2014 2013

LL million LL million
264,532 235,449
(47460) (61,299)
(47,460) (61,299)
10,657 8,222
(1,546) (1,232)
9,111 6,990
977 2,741
10,088 9,731
(37,372) (51,568)
227,160 183,881
227,342 203,526
(182) (19,645)
227,160 183,81
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ByblosBank SAL

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 DecembeR014

2014 2013
Notes LL million LL million
ASSETS
Cash and balances with central banks 19 7,048,785 5,809,930
Due from banks and financial institons 20 2,913,279 3,353,314
Loans to banks and financial institutions and reverse repurchase ageeme 21 393,712 614,866
Financial assets given as collateral 22 7,005 7,005
Derivative financial instruments 23 6,715 3,824
Financial assets at famlue through profit or loss 24 155,582 157,447
Net loans and advances to customers at amortized cost 25 7,099,163 6,776,850
Net loans and advances to related parties at amortized cost 47 28,033 23,732
Debtors by acceptances 302,939 445,957
Financialassets at amortized cost 26 10,260,119 10,198,193
Financial assets at fair value through other comprehensive income 27 98,718 86,895
Property and equipment 28 236,379 243,230
Intangible assets 29 652 811
Assets obtained in settlement of debt 30 36,677 36,379
Other assets 31 106,780 107,835
TOTAL ASSETS 28,631,538 27,866,268
LIABILITIES AND EQUITY
Liabilities
Due to central banks 32 71,146 51,502
Due to banks and finarad institutions 33 911,173 1,392,562
Derivative financial instruments 23 5,427 3,063
Customersd deposits at amortized 34 23,377,789 21,970,185
Deposits from related parties at amortized cost 47 312,813 264,477
Debt issued and other borrowed fgnd 35 445,387 506,489
Engagements by acceptances 302,939 445,957
Other liabilities 36 163,903 195,704
Provisions for risks and charges 37 145,429 138,375
Subordinated debt 38 414,580 412,368
TOTAL LIABILITIES 26,150,586 25,380,682
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT
Share capital common shares 39 684,273 684,273
Share capital preferred shares 39 4,840 4,840
Share premiurii common shares 39 229,014 229014
Share premiuni preferred shares 39 591,083 588,671
Non distributable reserves 40 748,879 672,318
Distributable reserves 41 95,943 97,253
Treasury shares 43 (6,425) (10,054)
Retained earnings 39899 52,118
Revaluation reserve of real estate 44 5,689 5,689
Change in fair value of financial assets at fair value through other
comprehensive income 45 (7,533) (16,644)
Net results of the financial periddprofit 252,792 224,683
Foreign currency translation reserve (164,357 (123,650)
2,474,097 2,408,511
NON-CONTROLLING INTERESTS 693855 77,075
TOTAL EQUITY 2,543,952 2,485,586
TOTAL LIABILITIES AND EQUITY 28,691,538 27,866,268

The consolidated financial statements were authorized for issue in accordance watolhgon of theBoard of Directors
on 21 April 2015.

Dr Francois Bssil Mr Ziad EFZoghbi
Chairman/ General Manager Financial and Administrative Manager

The attached notes 1 5@ form part of these consolidated financial statements.
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ByblosBank SAL

CONSOLIDATEDSTATEMENT OF CHANGES IN EQUITY

For the yar ended 31 Decemb2014

Balance at 1 Janua®p14
Profit for the year
Other comprehensivecome (0s9

Total compehensive income (loss)

Trarsfer to retained earnings

Transfer to reserves and premiums
Dividends paid subsidiaries

Equity dividend paid (note &)

Treasury sharggiote 8)

Put optionn noncontrolling interestgnote6)

Acquisition of additional norcortrolling interests

(note §

Balance at 31 Decembe2014

Balance at 1 January 2013
Profit for the year
Other comprehensive income (loss)

Total comprehensive income (loss)
Transfer to retained earnings

Transfer to reserves andeptiums

Dividends paid subsidiaries

Translation difference

Equity dividends paid (notetp

Treasury shares (note)43

Put options on nenontrolling interests (noté)

Balance at 31 December 2013

Share
premium-
preferred

shares
LL million

588,671

591,083

Share
premium-
preferred

shares
LL million

586,259

588,671

Attributable to equity holders of the parent Total
Net results
of the Foreign
Non Other financial currency
distributable Distributable equity Treasury Retained period translation
reserves reserves instruments shares earnings - profit reserve Total
LL million LL million LL million LL million LL million LL million LL million LL million LL million
672,318 97,253 - (10,054) 52,118 224,683 (123,650) 2,408,511 2,485,586
- - - - - 252792 - 252792 264,532
- - - - 977 - (35,538) (25,450) (37,372)
- - - - 977 252,792 (35,538) 227,342 227,160
- (7,000) - - 231,683 (224,683) - - -
76,764 4,691 - - (83,867 - - - -
- - - - - - - - (4,225)
- - - - (161,012) - - (161,012) (161,012)
(203 - - 3,629 - - - 3,4% 3,45
- 999 - - - - - 99 3,570
- - - - - - (5,169) (5,169) (10,553)
748,879 95,93 - (6,425) 39,899 252792 (164,357) 2,474,097 2,543952
Attributable to equity holders of the parent Total
Net results
of the Foreign
Nor+ Other financial currency
distributable Distributable equity Treasury Retained period translation
reserves reserves instruments shares earnings - profit reserve Total
LL million LL million LL million LL million LL million LL million LL million LL million LL million
568,145 99,659 14,979 (25,302) 74,024 246,450 (92,762) 2,371,634 2,491,806
- - - - - 224,683 - 224,683 235,449
- - - - 2,741 - (30,888) (21,157) (51,568)
- - - - 2,741 224,683 (30,888) 203,526 183,881
- - - - 246,450 (246,450) - - -
104,448 3,346 - - (110,206) - - - -
- - - - - - - - (3,209)
- - - - (54) - - (54) (54)
- - - - (160,87) - - (160,837) (160,837)
(275) - (14,979) 15,248 - - - (6) (6)
- (5,752) - - - - - (5,752) (25,995)
672,318 97,253 - (10,054) 52,118 224,683 (123,650) 2,408,511 2,485,586

The attached notes 1 5@ form part of these consolidated financial statements.




Byblos Bank SAL

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 DecemBédi 4

2014 2013
Notes LL million LL million
OPERATING ACTIVITIES
Profit before tax 331,809 279,808
Adjustments to reconcile profit before tax to net cash flows:
Depreciation and amortisation 28 & 29 25,041 27,377
Provision for loans and advances and directengifs, net 14 43,361 80,448
Write-back of provision for other doubtful bank accounts, net 14 (446) (897)
Write-back of govision for financial assets at amortized cost, net 14 (3,487) (419)
Gainon disposal oproperty and equipment (20) (21)
Gain on disposal of assets obtained in settlement of debt 13 (2,190 (5,791)
Provisions for risks and charges, net 10,957 14,399
Unrealized fair value gains on financial instruments at fair value through profit or loss (4,574 (4,520)
Realizd gains from financial assets (108,936) (76,407)
Derivative financial instruments (527) 2,800
Operating profit before working capital changes 290,98 316777
Changes in operating assets and liabilities
Due fom central banks (969,530) (490,715)
Due to central banks 17,911 32,792
Due from banks and financial institutions (37,020) (13,231)
Financial assets given as collateral - 1,918
Financial assets at fair value through profit or loss 10557 144527
Due to banks and financial institutions (76,023 (33,291)
Net loans and advances to customers and related parties (369,975 (670,112)
Assets obtained in settlement of debt 30 (2,563) (5,687)
Proceeds from sale of assets obtained in settlenfieietbo 4,455 8,301
Other assets (6,648 (9,587)
Customersd and related partiesd6 deposits 1,455,990 2,059,029
Other liabilities (36,796 (99,068)
Cash fromoperations 281,29 1,241,653
Provision for risks and chargesid (1,819 (3,748)
Taxation paid (56,499 (47,788)
Net cash fromoperating activities 222,99 1,190,117
INVESTING ACTIVITIES
Financial assets at amortized cost 46,30 (972,286)
Finartial assets at fair value through other comprehensive income (1,43)) (20)
Loans to banks and financial institutions and reserve purchase agreements 221,154 (156,159)
Purchase of property and equipment and intangible assets (23,834) (18,674)
Proceed from sale of property and equipment 182 237
Net cashfrom (used in) investing activities 242,450 (1,146,892
FINANCING ACTIVITIES
Debts issued and other borrowed funds (61,102) (2,222)
Subordinated debt 2,212 1,472
Treasury shares 3,4% (6)
Dividends paid to equity holders of the parent (net) (161,012) (160,837)
Dividends paid to nowontrolling interests (4,225) (3,209)
Acquisition of additional norontrolling interests (10553) -
Net cash used in financing activities (231254 (164,802)
Net effect of foreign exchange (38,725 (43,725)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 195,458 (165,302)
Cash and cash equivalents at 1 January 4,455,785 4,621,087
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 46 4,651,243 4,455,785
Operational cash flowsfrom interest and dividends
Interest paid (1,043,104) (925,827)
Interest received 1,415,702 1,306,114
Dividend received 3,293 1,715

The attached notes 1 to 54 form part of these consolidated financial statements.
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ByblosBank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

1 CORPORATE INFORMATION

ByblosBank SAL{ he ABanko), a Lebanese joint stock company,
No 14150 at the commerci al registry of BeEentraiBdank and unc
of Lebanon. The Bank 0 safieh, &lasl Saki§ $Street, Beirut,debdndnbh at Bdnk @s As

shares are listed on the Beirut Stock Exchange and London SEAQ.

The Bank, together with its affiliated banks and subsidiadeletivelythe fiGroup), provides a wide range of
banking and insura® services, through its headquarters and branches in Lebanon and 9 locations abroad
(Cyprus, Belgium, United Kingdom, France, Syria, Sudan, Iraq, Democragiatiic of Congo and Armenia).

Further information on thed4dGroupbs structure is provi
2 ACCOUNTING POLICIES
2.1 Basis of preparation

The consolidated financial statements have been prepared on a historical cost basis except for: a) the restatement
of certain tangible real estate properties in Lebanon according to the provisions biol@&82 dated 30
December 1993, and b) the measurement at fair value of deeifatancial instrumentginancial assets at fai

value through profit or loss arithancial assetat fair value thragh other comprehensive income.

The carrying values okrognised assets and liabilities that are hedged items in fair value hedges, and otherwise
carried at amortised cost, are adjusted to record changes in fair value attributable to the risks that are being
hedged.

The consolidated financial statements arespntedn Lebanese Lira (LL) and all values are rounded to the
nearest LL million except when otherwise indicated.

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Stardards (IFRS) as issued by the InternatiohedountingStandards Board (IASB), and the regulations of the
CentraBank of Lebanon and the Banking Control Commi ssi on

Presentation of financial statements

The Group presents its statement of finahgosition broadly in order of liquidity. An analysis regarding
recovery or settlement within one year after the statement of financial position date (current) and more than one
year after the statement of financial position date {qwoment) is presentkn the nots.

Financial assets and financial liabilities are offset and the net ansoepbrted in theonsolidatedstatement of
financial position only when there is a legally enforceable right to offset the recognised amounts and there is an
intenfon to settle on a net basis, or to realise the assets and settle the liability simultan@olslgross
settlement mechaniswith features that eliminate or result in insignificant credit and liquidity risk and that
process receivables and payables isingle settlement process or cycle would be, in effect, equivalent to net
settlement.This is not generally the case with master netting agreements, therefore the related assets and
liabilities are presented gross in the consolidated statement of Aihansition.Income and expense will not be

offset in the consolidated income statement unless required or permitt@thybgccounting standard or
interpretation, as specifically disclosed in the accounting policies of the Group.

2.2 Basis of consolidatio

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31
December2014 Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee drhas the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:

a Power over the investee (i.e. existing rights that give it the current ability to direct the reletinties
of the investee)

a Exposure, or rights, to variable returns from its involvement with the investee, and

a The ability to use its power over the investee to affect its returns
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Byblos Bank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)

2.2 Basis of consolidation(continued)

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power owarstee), including:

a The contractual arrangement with the other vote holders of the investee
a Rights arising from other contractual arrangements
a The Groupds voting rights and potential wvoting ri

The Group reassesses whether or not it controls an imeedt facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the suBsibBgsyliabilities,

income and expenses of a subsidiary acquired or disposed of during the year are included in the statement of
comprehensive income from the date the Group gains control until the date the Group ceases to control the
subsidiary.

When necessary, adjustments are made to the financial statements of subsididrieg tiveir accounting
policies into | ine with t hegro@rassetp dhbilides, @quitynincome,g pol i ¢
expenses and cash flowslating to tranactions betweemembers of the Group amdiminated in full on

consolidation.

Non-controlling interests

Non-controlling interest represent the portion of profit or loss and net assets of subsidiaries not owned by the
Group The Group has elected to measthie norcontrolling interests in acquirees at the proportionate share of
each acquiree's identifiable net assets. Interests in the equity of subsidiaries not attributab{grooplaee
reported in consolidated equity as raamtrolling interests. Pridé or losses attributable to naontrolling
interests are reported in the consolidated income statement as profit or loss attributablecdatnodimg
interests. Losses applicable to the {gontrolling interest in a subsidiary are allocated to the-aamtrolling

interest even if doing so causes the-gontrolling interest to have a deficit balance

The Group treats transactions with raamtrolling interests as transactions with equity holders of the Group. For
purchases from necontrolling interets, the difference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to
noncontrolling interests are also recorded in equity.

Put optims granted to noenontrolling interests give rise to a financial liability for the present value of the
redemption amount. Necontrolling interest continues to be recognised within equity, with changes in the
carrying amounting arising from: a) an alldoat of the profit or loss for the year; b) a share of changes in
appropriate reserves; and c) dividends declared before the end of the reporting period. At the end of each
reporting period, the necontrolling interest is then derecognised as if it wasiimed at that date. The liability

is recognised at the end of the reporting period at its fair value, and any difference between the amount of non
controlling interest derecognised and this liability is accounted for within equity.

A change in the ownenfp interest of a subsidiary, without a loss of control, is accounted for agty
transaction. If the Group loses control over a subsidiary, it:

U Derecognises the assets (including goodwill) and liabilities of the subsidiary

Derecognises the carryinghaunt of any noftontrolling interests

Derecognises the cumulative translation differences recorded in equity

Recognises the fair value of the consideration received

Recognises the fair value of any investment retained

Recognises any surplus or deficitgrofit or loss

Recl assifies the parentés s har ¢topdfitoclassp etairedd t s pr e
earnings, as appropriate, as would be required if the Group had directly disposed of the related assets or
liabilities

cooococcc




Byblos Bank SAL

NOTES TO THE COISOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)
2.3 Changes in accounting poliesand disclosures

New and amended standards and interpretations
The Group applied for the first time certain standards and amendmeith, avh effective for annual periods
beginning on or after 1 January 2014.

Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27)

These amendments provide an exception to the consolidation requirement for entities that meet the definition of
an nvestment entity under IFRS 10 Consolidated Financial Statements and must be applied retrospectively,
subject to certain transition relief. The exception to consolidation requires investment entities to account for
subsidiaries at fair value through prdiit loss. These amendments have no impact on the Group, since none of
the entities in the Group qualifies to be an investment entity under IFRS 10.

Offsetting Financial Assets and Financial Liabilities Amendments to IAS 32

These amendments clarifythema ni ng of ©O6currently hasfadlagdltheenfot

nonsimultaneous settlement mechanisms of clearing houses to qualify for offsetting and is applied
retrospectively. These amendments have no impact on the Group.

Impairment of Asset$ Amendments to IAS 36

The IASB has amended IAS 36 to (i) remove the requirement to disclose recoverable amount when a cash
generating unit (CGU) contains goodwill or indefinite lived intangible assets but there has been no impairment;
(i) to require disclosure of the recoverable amount of an asset or CGU when an impairment loss has been
recognized or reversed; and (iii) to require detailed disclosure of how the fair value less costs of disposal has
been measured when an impairment loss e lrecognized or reversed. The amendments will impact all
preparers who recognize or reverse an impairment loss efinamtial assets.

Novation of Derivative and Contnuation of Hedge Accounting Amendments to IAS 39

These amendments provide reliedrh discontinuing hedge accounting when novation of a derivative designated

as a hedging strument meets certain criteria and retrospective application is required. These amendments have
no impact on the dup as the Group has not novaisdderivativegduring the currenbr prior periods.

IFRIC 21 Levies

IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that triggers payment, as
identified by the relevant legislation, occurs. For a levy that is triggered upon reaahingnum threshold, the
interpretation clarifies that no liability should be anticipated before the specified minimum threshold is reached.
Retrospective application is required for IFRIC 21. This interpretation has no impact on the Group as it has
applied the recognition principles under IAS 37 Provisions, Contingent Liabilities and Contingent Assets
consistent with the requirements of IFRIC 21 in prior years.

Annual Improvements 2012012 Cycle

In the 20162012 annual improvements cycle, the IASB issseven amendments to six standards, which
included an amendment to IFRS 13 Fair Value Measurement. The amendment to IFRS 13 is effective
immediately and, thus, for periods beginning at 1 January 2014, and it clarifies in the Basis for Conclusions that
shat-term receivables and payables with no stated interest rates can be measured at invoice amounts when the
effect of discounting is immaterial. This isline with the applied fair valuation methodologies and as such this
amendment to IFRS 13 has no impawe the Group.

Annual Improvements 2012013 Cycle

In the 20112013 annual improvements cycle, the IASB issued four amendments to four standards, which
included an amendment to IFRS 1 Fiiste Adoption of International Financial Reporting Standardse Th
amendment to IFRS 1 is effective immediately and, thus, for periods beginning at 1 January 2014, and clarifies
in the Basis for Conclusions that an entity may choose to apply either a current standard or a new standard that is
not yet mandatory, but peits early application, provided either standard is applied consistently throughout the

periods presented in the entityés first | FRS financi

Group, since the Group is an existing IFRS preparer.
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Byblos Bank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)
2.4 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance oftlse Group
financial statements are disclosed below. The Group intends to adopt these standards, if applicable, when they
become effective.

IFRS 9 (2014) Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments (IFRH.4)) which reflects

all phases of the financial instruments project and replaces IAS 39 Financial Instruments: Recognition and
Measurement and all previous versions of IFRS 9. The standard introduces new requirements for classification

and measuremenmpairment, and hedge accounting. In prior years the Group has early adopted IFRS 9 (2011)

which includes the requirements for the clasaiiion and measuremeERS 9 (2014) is effective for annual

periods beginning on or after 1 January 2018, withyempplication permitted. Retrospective application is

required, but comparative information is not compulsory. The adoption of IFRS 9 (2014) will have an effect on
measuring impairment all owances and onnandmeakassets bus si f i c a
no | mpact on the <classification and measur ement of t
assessing the impact of IFRS 9 (2014) and plans to adopt the new standard on the required effective date.

Amendments to IAS 1®efined Benefit Plans: Employee Contributions

IAS 19 requires an entity to consider contributions from employees or third parties when accounting for defined
benefit plans. Where the contributions are linked to service, they should be attributed te pesexice as a
negative benefit. These amendments clarify that, if the amount of the contributions is independent of the number
of years of service, an entity is permitted to recognise such contributions as a reduction in the service cost in the
periodin which the service is rendered, instead of allocating the contributions to the periods of service. This
amendment is effective for annual periods beginning on or after 1 July 2014. It is not expected that this
amendment would be relevant to the Groupgsinone of the entities within the Group has defined benefit plans
with contributiondrom employees or third paes.

Annual improvements 2012012 Cycle
These improvements are effective from 1 July 2014 and are not expected to have a material ithpact on
Group. They include:

IFRS 2 Shard3ased PaymeniThis improvement is applied prospectively and clarifies various issues relating to
the definitions of performance and service conditions which are vesting conditions, including:

U A performance conditio must contain a service condition

U A performance target must be met while the counterparty is rendering service

U A performance target may relate to the operations or activities of an entity, or to those of another entity
in the same group

U A performance coriion may be a market or nemarket condition

a If the counterparty, regardless of the reason, ceases to provide service during the vesting period, the
service condition is not satisfied

IFRS 3 Business Combination$he amendment is applied prospectivelyd aclarifies that all contingent
consideration arrangements classified as liabilities (or assets) arising from a business combination should be
subsequently measured at fair value through profit or loss whether or not they fall within the scope of IFRS 9.

IFRS 8 Operating SegmenfEhe amendments are applied retrospectively and clarifies that 1) an entity must
disclose the judgments made by management in applying the aggregation criteria in paragraph 12 of IFRS 8,
including a brief description of operatisggments that have been aggregated and the economic characteristics
used to assess whether the segments are O6similaro, a
only required to be disclosed if the reconciliation is reported to tied @perating decision maker, similar to the

required disclosure for segment liabilities.
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Byblos Bank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)
2.4 Standards issued but not yet effective (continued)

Annual improvements 2012012 Cycle (continued)

IAS 16 Property, Plant and Equipment and IAS 38 Intangible AsBetsamendment is applied retrospectively

and clarifies in IAS 16 and IAS 38 that the asset may be revalued by reference to observable datatlom either
gross or the net carrying amount. In addition, the accumulated depreciation or amortization is the difference
between the gross and carrying amounts of the asset.

IAS 24 Related Party DisclosureEhe amendment is applied retrospectively and clarifiet a management

entity (an entity that provides key management personnel services) is a related party subject to the related party
disclosures. In addition, an entity that uses a management entity is required to disclose the expenses incurred for
managment services.

Annual improvements 2012013 Cycle
These improvements are effective from 1 July 2014 and are not expected to have a material impact on the
Group. They include:

IFRS 3 Business CombinatioriBhe amendment is applied prospectively andifearfor the scope exceptions
within IFRS 3 that 1) joint arrangements, not just joint ventures, are outside the scope of IFRS 3, and 2) this
scope exception applies only to the accounting in the financial statements of the joint arrangement itself

IFRS 13 Fair Value Measuremenithe amendment is applied prospectively and clarifies that the portfolio
exception in IFRS 13 can be applied not only to financial assets and financial liabilities, but also to other
contracts within the scope of IFRS 9.

IAS 40 hvestment Propertyfhe description of ancillary services in IAS 40 differentiates between investment
property and owneoccupied property. The amendment is applied prospectively and clarifies that IFRS 3, and
not the description of ancillary services A 40, is used to determine if the transaction is the purchase of an
asset or business combination.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a newgtBpemodel that will apply to revenue arising from
contracts with customers. Under IFRS 15 revenue is recognised at an amount that reflects the consideration to
which an entity expects to be entitled in exchange for transferring goods or services to a customer. The
principles in IFRS 15 provide a more sttured approach to measuring and recognising revenue. The new
revenue standard is applicable to all entities and will supersede all current revenue recognition requirements
under IFRS. Either a full or modified retrospective application is required farahiperiods beginning on or

after 1 January 2017 with early adoption permitted. The Group is currently assessing the impact of IFRS 15 and
plans to adopt the new standard on the required effective date.

Amendments to IFRS 11 Joint Arrangements: Accountifiy Acquisitions of Interests

The amendments to IFRS 11 require that a joint operator accounting for the acquisition of an interest in a joint
operation, in which the activity of the joint operation constitutes a business must apply the relevant IFRS 3
principles for business combinations accounting. The amendments also clarify that a previously held interest in a
joint operation is not remeasured on the acquisition of an additional interest in the same joint operation while
joint control is retained. In daition, a scope exclusion has been added to IFRS 11 to specify that the
amendments do not apply when the parties sharing joint control, including the reporting entity, are under
common control of the same ultimate controlling party. The amendments appbth the acquisition of the

initial interest in a joint operation and the acquisition of any additional interests in the same joint operation and
are prospectively effective for annual periods beginning on or after 1 January 2016, with early adoption
pemitted. These amendments are not expected to have any impact to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)
2.4 Standards issued but not yet effectivécontinued)

Amendments to IAS 1@nd IAS 38: Clarification of Acceptable Methods of Depreciation and Amortisation

The amendments clarify the principle in IAS 16 and IAS 38 that revenue reflects a pattern of economic benefits
that are generated from operating a business (of which thesapset) rather than the economic benefits that are
consumed through use of the asset. As a result, a rebasad method cannot be used to depreciate property,
plant and equipment and may only be used in very limited circumstances to amortise intasggkde The
amendments are effective prospectively for annual periods beginning on or after 1 January 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Group given that the Group
has not used a revenbasedmethod to depreciate its n@orrent assets.

Amendments to IAS 27: Equity Method in Separate Financial Statements

The amendments will allow entities to use the equity method to account for investments in subsidiaries, joint
ventures and associates in thegéparate financial statements. Entities already applying IFRS and electing to
change to the equity method in its separate financial statements will have to apply that change retrospectively.
The amendments are effective for annual periods beginning aftesrl January 2016, with early adoption
permitted. These amendments will not have any impact

25 Summary of significant accounting policies

Foreign currency translation

The consolidated financial statee nt s are presented in Lebanese Lira whi
Each entity in the Group determines its own functional currency and items included in the financial statements of

each entity are measured using that functional currency.

(i) Transactions and balances
Transactions in foreign currencies are initially rec
rate of exchange ruling at the date the transaction first qualifies for recognition.

Monetary assets and liabilisedenominated in foreign currencies are retranslated at the functional currency rate
of exchange at the date of the statement of financi a
financial instruments at fair value through profitasle © i n t he consolidated i ncome

Noni monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactionsméoetary items measured at fair valne foreign

currency are translated using the exchange rates at the date when the fair value was determined. The gain or loss
arising on retranslation of nemonetary items is treated in line with the recognition of gain or loss on change in

fair value d the item (i.e., translation differences on items whose fair value gain or loss is recognized in other
comprehensive income or profit or loss is also recognized in other comprehensive income or profit or loss
respectively).

(if) Group companies

Onconsbi dati on, the assets and Iliabilities of subsidial
presentation currency at the rate of exchange as at the reporting date, and their income statements are translated

at the weighted average exchangeesafor the year. Exchange differences arising on translation are taken

directly to a separate component of equity. On disposal of a foreign entity, the deferred cumulative amount
recognised in equity relating to that particular foreign operatioredétasified to the consolidated income

statement.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on the acquisition are treated as assets and li&liligidsreign
operations and translated at closing rate.

Financial instruments i classification and measurement

0] Date of recognition
All financial assets and liabilities are initially recognized on the trade date, i.e. the date that the Group &ecomes
party to the contractual provisions of the instrumen

financial assets that require delivery of assets within the time frame generally established by regulation or
convention in the market place
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)

25 Summary of significant accounting policies (continued)
Financial instruments T classification and measurement (continued)
(i) Classification and neasurement of financial instruments

a. Financial assets

The classification of financial assets depends on the basis of the entity's business model for managing the
financial assets and the contractual cash flow characteristics of the financial asset.arkssetially measured

at fair value plus, in the case of a financial asset not at fair value through profit or loss, particular transaction
costs. Assets are subsequently measured at amortised cost or fair value.

An entity may, at initial recognitionjrrevocably designate a financial asset as measured at fair value through
profit or loss if doing so eliminates or significantly reduces a measurement or recognition inconsistency
(sometimes referred to as an ‘'accounting mismatch’) that would othemigisefram measuring assets or
liabilities or recognising the gains and losses on them on different bases. An entity is required to disclose such
financial assets separately from those mandatorily measured at fair value.

Financial assetsat amortized cost

Debt instruments are subsequently measured at amortized cost less any impairment loss (except for debt
instruments that are designated at fair value through profit or loss upon initial recognition) if they meet the
following two conditions:

1 The asset isheld within a business model whose objective is to hold assets in order to collect
contractual cash flows; and

1 The contractual terms of the instrument give rise on specified dates to cash flows that are solely
payments of principal and interest on thenpippal amount outstanding.

These financial assets are initially recognized at cost, being the fair value of the consideration paid for the
acquisition of the investment. All transaction costs directly attributed to the acquisition are also included in the
cost of investment. After initial measurement, these financial assets are measured at amortized cost using the
effective interest rate methd&IR), less allowance for impairment. Amortized cost is calculated by taking into
account any discountr@remiumon acquisition and fees and costs that are an integral part of the effective

interest rate. The amortizati on i censdlidatednaomessthtennent. Al nt er
The losses arising from impairment are recognised isdhsoidatedi n ¢ 0 me st Netaediidose® .i n i

Although the objective of an entity's business model may be to hold financial assets in order to collect
contractual cash flows, the entity need not hold all of those instruments until maturity. Thu$yanbersiness

model can be to hold financial assets to collect contractual cash flows even when sales of financial assets occur.
However, if more than an infrequent number of sales are made out of a portfolio, the entity needs to assess
whether and howush sales are consistent with an objective of collecting contractual cashlifltvesobjective

of the entity's business model for managing those financial assets changes, the entity is required to reclassify
financial assets.

Gains and losses arisingoin thederecognition of financial assets measured at amortised cost are reflected under
it gain (loss) from sale of financi al assets at amor

Balances with central banks, due from banks and financisitutisns, loans to banks and financial institutions

and loans and advances to customers and related péraesmortized cost

After initial measur ement , ifiBal ances with central b an
banks and fienci al institutionso and ALoans and advances t (
measured at amortised cost using the EIR, less allowance for impairment. Amortised cost is calculated by taking

into account any discount or premium on acgigisiend fees and costs that are an integral part of the EIR. The
amortisation is included in 6l nterest and similar 1inc
from i mpairment are recognised icmetdie domsselsiopdat ed i n
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)

25 Summary of significant accounting policies (continued)

Financial instruments T classification and measurement (continued)

(ii) Classfication and measurement of financial instruments (continued)
a. Financial assets (continued)

Financial assets at fair value through profit or loss

I ncluded in this category are thoseatdebmor hdhdwedmenss$ ¢
debt instruments designated at fair value through profibss upon initial recognition and equity instruments at

fair value through profit or loss.

i. Debtinstruments at fair value through profit or loss
These financial assets are recorded inabrsolidated statement of financial position at fair value. Changes in
fair value and interest income are recorded ufidiEit gain (loss) from financiahstrumentsat fair value through
profit or l oss0 in the consol lydilmoseerelated to diramial assdtsat e me n
designated at fair value upon initial recognition from those mandatorily measured at fair value.

Gains and losses arising from the derecognitiodetit instruments at fair value through profit or lass also
reflectedundei Net gain (loss) from financi al i nstruments at
income statemenshowing separately, those related to financial assets designated at fair value upon initial
recognition from those mandatoriflgeasured at fair value.

ii. Equity instruments at fair value through profit or loss
Investments in equity instruments are classified at fair value through profit or loss, unless the Group designates
at initial recognition an investment that is not held fiading as at fair value through other comprehensive
income.

These financial assets are recorded in the consolidated statement of financial position at fair value. Changes in
fair val ue and di vi de nMNetdain ogsinftom dimarciahstrereatsatdfardvalue n d e r f
through profit or |l ossod in the consolidated i ncome st

Gains and losses arising from the derecognition of equity instruments at fair value through profit or loss are also
reflected undefi Mt gain (loss) from financiahstrumentat f ai r val ue through profit
income statement.

Financial assetsat fair value through other comprehensive income
Investments in equity instruments designated at initial recognition as not held for trading afiecclaisair
value through other comprehensive income.

These financial assets are initially measured at fair value plus transaction costs. Subsequently, they are measured
at fair value, with gains and losses arising from changes in fair value recognizthér comprehensive income

and accumulated under equity. The cumulative gain or loss will not be reclassified to the consolidated income
statement on disposal of the investments.

Dividends on these investments @lrassetyatfairovgue thowghlothernder f
comprehensive incomed in the consolidated income stzeé
dividend is established in accordance with | AS 18: fi |

of part of the cost of the investment.

14



Byblos Bank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

2 ACCOUNTING POLICIES (continued)

25 Summary of significant accounting policies (continued)

Financial instruments T classification and measuremenfcontinued)

(ii) Classification and measurement of financial instruments (continued)

b. Financial liabilities
Liabilities are initially measured at fair value plus, in the case of a financial liability not at fair value through
profit or loss, particularénsaction costs. Liabilities are subsequently measured at amortised cost or fair value.

The Group classifies all financial liabilities as subsequently measured at amortised cost using the effective
interest method, except for:
financial liabilities affair value through profit or loss (including derivatives);
financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or when
the continuing involvement approach applies.
financial guarantee contracts and catnments to provide a loan at a belomarket interest rate which after
initial recognition are subsequently measured at the higher of the amount determined in accordance with IAS
37 Provisions, Contingent Liabilities and Contingent Assets and the amatiedtyimecognised less, when
appropriate, cumulative amortisation recognised in accordance with IAS 18 Revenue.

Fair value option

An entity may, at initial recognition, irrevocably designate a financial liability as measured at fair value through

profit or loss when:
doing so results in more relevant information, because it either eliminates or significantly reduces a
measurement or recognition inconsistency (sometimes referred to as '‘an accounting mismatch') that would
otherwise arise from measuring asset liabilities or recognising the gains and losses on them on different
bases; or
a group of financial liabilities or financial assets and financial liabilities is managed and its performance is
evaluated on a fair value basis, in accordance with andexted risk management or investment strategy,
and information about the group is provided internally on that basis to the entity's key management
personnel.

The amount of changes in fair value of a financial liability designated at fair value thrafgloploss at initial
recognition that is attributable to changes in credit risk of that liability is recognized in other comprehensive
income, unless such recognition would create an accounting mismatch in the consolidated income statement.
Changes indir value attributable to changes in credit risk are not reclassified to consolidated income statement.

Debt issued and other borrowed funds and subordindédd

Financial instruments issued by the Group, which are not designated at fair value thwafitgbr loss, are
classified as I|liabilities wunder AiDebt i ssued and oth
arrangement results in the Group having an obligation either to deliver cash or another financial asset to the
holder, or tosatisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset

for a fixed number of own equity shares.

After initial measurement, debt issued and other borrowings are subsequently measured at amortised cost using
the effective interest rate method. Amortised cost is calculated by taking into account any discount or premium
on the issue and costs that are an integral part of the effective interest rate method.
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2 ACCOUNTING POLICIES (continued)

25 Summary of significant accounting policies (continued)

Financial instruments T classification and measurement (continued)

(i) Classification and measurement of financial instrumengsontinued)
b. Financial liabilities (continued)

Debt issued and other borrowed funds and subordinated debt (continued)

A compound financial instrument which contains both a liability and an equity component is separated at the
issue date. A portion of the net proceeds of t&riment is allocated to the debt component on the date of issue
based on its fair value (which is generally determined based on the quoted market prices for similar debt
instruments). The equity component is assigned the residual amount after dedoatiripefrfair value of the
instrument as a whole the amount separately determined for the debt component. The value of any derivative
features (such as a call option) embedded in the compound financial instrument other than the equity component
is included n the debt component.

Due to central banks, due to banks and financi al i nst
After initial measurement, due to central banks,ed t 0 banks and financi al i nstit
p a r tdepesitsdaraneasured at amortised cdsss amounts repaidsing the effective interest rate method.

Amortised cost is calculated by taking into account any discount or premium on the issue and costs that are an
integral part of the effective interesteanethod.

C. Derivatives recorded at fair value through profit or loss
The Group uses derivatives such as interest rate swaps and futures, credit default swaps, cross currency swaps,
forward foreign exchange contracts and options on interest rates, fooeigncies and equities.

Derivatives are recorded at fair value and carried as assets when their fair value is positive and as liabilities when
their fair value is negative. Changes in the fair value of derivatives are recogni@édtigain (loss) from
financi al instruments at fair value through profit or

An embedded derivative is separated from the host and accounted for as a derivative if, and only if:
(a) the hybrid contract contains a host that is not aetaghin the scope of IFRS 9
(b) the economic characteristics and risks of the embedded derivative are not closely related to the
economic characteristics and risks of the host
(c) a separate instrument with the same terms as the embedded derivative wouldendedihition of a
derivative; and
(d) the hybrid contract is not measured at fair value with changes in fair value recognised in profit or loss

(i) Day 1 profit or loss

When the transaction price differs from the fair value of other observable current treamkactions in the same
instrument or based on a valuation technique whose variables include only data from observable markets, the
Group i mmediately recognizes the difference between
loss) in tle consolidated income statement. In cases where fair value is determined using data which is not
observable, the difference between the transaction price and model value is only recognized in the consolidated
income statement when the inputs become obbkkryvar when the instrument is derecognized.

(iv) Reclassification of financial assets

The Group reclassifies financial assets if the objective of the business model for managing those financial assets
changes. Such changes are expected to be verg infeen t . Such changes are determ
management as a result of external or internal c ha

demonstrable to external parties.
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2 ACCOUNTING POLICIES (continued)
25 Summary of significant accounting policies (continued)
Financial instruments T classification and measurement (continued)

(iv) Reclassification of financial asset&ontinued)

If financial assets are reclassd, the reclassification is applied prospectively from the reclassification date,
which is the first day of the first reporting period following the change in business model that results in the
reclassification of financial assets. Any previously recaghigains, losses or interest are not restated.

If a financial asset is reclassified so that it is measured at fair value, its fair value is determined at the
reclassification date. Any gain or loss arising from a difference between the previous camgiungt and fair

value is recognised in profit or loss. If a financial asset is reclassified so that it is measured at amortised cost, its
fair value at the reclassification date becomes its new carrying amount.

Derecognition of financial assets and finarial liabilities

® Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognized when:

9 The rights to receive cash flows from the asset have expired.

9 The Group has traferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full wi hhowdhdmat e
arrangement; and either:
3  The Group has transferred substantiallytted risks and rewards of the asset, or
3 The Group has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flowsafmamsset or has entered into a ghssugh

arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the aslemdntintte recogr
asset. In that case, the Group also recognizes an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvemat that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

(i) Financial liabilities

A financid liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing lidity are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference between the carrying
value of the original financial liability and the considigon paid is recognized in the consolidated income
statement.

Repurchase and reverse repurchase agreements

Securities sold under agreements to repurchase at a specified future date are not derecognised from the
consolidated statement of financial positias the Group retains substantially all the risks and rewards of
ownership. The corresponding cash received is recognised in the consolidated statement of financial position as

an asset with a corresponding obligation to return it, including accrued mter as a | i abi l ity wit]
and financi al institutionso, reflecting the transac:
difference between the sale and repurchase prices is treated as interest expense and is accrued o¥#nehe life
agreement using the EIR. When the counterparty has the right to sell or repledge the securities, the Group
reclassifies those securities in its statement of fi
orlosspledgedasceallt er al 0 as appropriate.
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2 ACCOUNTING POLICIES (continued)
25 Summary of significant accounting policies (continued)

Repurchase and reverse repurchase agreemer{tontinued)

Conversely, scurities purchased under agreements to resell at a specified future date are not recognised in the
consolidated statement of financial position. The consideration paid, including accrued interest is recorded in the
consolidated statement of financial gosi o n  VDuet ffon ankd and financial institutions arel/erse

repur chase agreementso, reflecting the transactionds e
bet ween the purchase and resal e ¢isaccreed ovér the lifeeottlier d e d i
agreement using the EIR.

If securities purchased under agreement to resell are subsequently sold to third parties, the obligation to return the
securities is recorded as a shdrute gélre uwgiht lpirmfiRi mand

at fair value with any g¢@ss)frem fimancial imstsuments at fain alueuttdorigh i n Al
prof it o rconsolidateddncome stateimeant

Fair value measurement

The Group measurdgancial instruments, such as, derivatives, and financial aaség value through profit
or loss and financial assets at fair value through other comprehensive jratdaievalue at each balance sheet
date. Also, fair values of financial instrunie measured at amortised cost are disclosed in the notes.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair valuemesdsisrbased on the
presumption that the transaction to sell the asset or transfer the liability takes place either:

a In the principal market for the asset or liability, or

a In the absence of a principal market, in the most advantageous market for tioe babkity

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming thatarket participants act in their economic best interest.

A fair value measurement of a nfinancial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by sellegpither market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of refesaservable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized
within the fair value hierarchy, described as follows, based on thestdewvel input that is significant to the fair
value measurement as a whole:

i Level 10 Quoted (unadjusted) market prices in active markets for identical assets or liabilities

i Level 26 Valuation techniques for which the lowest level input that is sicanifi to the fair value
measurement is directly or indirectly observable

i Level 36 Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised infit@ncial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarctasbgssing categorization (based
on the lowest level input that is significant to the fair value measurement as a vitibéead of each reporting
period.

The Groupbés management determines the policies and p
such as unquoted financial assets, and forrecarring measurement, such as assets held for distribution in
disaontinued operation.
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2 ACCOUNTING POLICIES (continued)
25 Summary of significant accounting policies (continued)

Fair value measurement (continued)

At each reporting date, the managenamilyses the movements in the values of assets and liabilities which are

required to be reneasured or rassessed as per the Groupds accountior
management verifies the major inputs applied in the latest valuation bynagttee information in the valuation

computation to contracts and other relevant documents.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis
of the nature, characteristics and risks of #sset or liability and the level of the fair value hierarchy as
explained above.

Impairment of financial assets

The Group assesses at eaeportingdate whether there is any objective evidence that a financial asset or a

group of financial assets is impad. A financial asset or a group of financial assets is deemed to be impaired if,

and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition ofnttohye aansds etth a(ta nl oisnsc uegwendt fi(l cors se
estimated future cash flows of the financial asset or the group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the borrower or a grouprawers is experiencing
significant financial difficulty, the probability that they will enter bankruptcy or other financial reorganization
default or delinquency in interest or principal payments, and where observable data indicates that there is a
measuable decrease in the estimated future cash flows, such as changes in arrears or economic conditions that
correlate with defaults.

(i) Financial assets carried at amortised cost

For financial asets carried at amortised cdbe Group first assesseslividually whether objective evidence of
impairment exists for financial assets that are individually significant, or collectively for financial assets that are
not individually significant. If the Group determines that no objective evidence of impaierists for an
individually assessed financial asset, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets that are individually assessed for
impairment and for Wich an impairment loss is, or continues to be, recognised are not included in a collective
assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference betweenth asset 6s carrying amount and the present Ve
future expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced
through the use of an allowance account and the amouhedbss is recognized in the consolidated income

statement.

Loans together with the associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realised or has been transferred to the Gioupsifosequent year, the

amount of the estimated impairment loss increases or decreases because of an event occurring after the
impairment was recognised; the previously recognized impairment loss is increased or reduced by adjusting the
allowance accaut. If a future writeo f f i s | ater r ecover edNetdetitdosgde ciorver y |
the consolidated income statement.

The present val ue of the estimated future cash fl ow:
interes rate. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest ratdhe calculation of the present value of the estimated future cash flows of a
collateralized financial asset refle¢tse cash flows that may result from foreclosure less costs of obtaining and

selling the collateral, whether notthe foreclosurés probable.
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25 Summary of significant accounting policies (continued)
Impairment of financial assets (continued)

(i) Financial assets carried at amortised cost (continued)

For the purpose of a collective evaluation of impairment, financial assets are grouped on tHe basif@® Gr oup 6 s
internal credit grading system, that considers credit risk characteristics such as asset type, industry, geographical
location, collateral type, padue status and other relevant factors.

Future cash flows on a group of financial assetsdha collectively evaluated for impairment are estimated on

the basis of historical loss experience for assets with credit risk chatatesimilar to those in theraup.
Historical loss experience is adjusted on the basis of current observable defiedt the effects of current
conditions on which the historical loss experience is based and to remove the effects of conditions in the
historical period that do not exist currently.

Estimates of changes in future cash flows reflect, and are dimelfyioconsistent with, changes in related
observable data from year to year (such as changes in unemployment rates, property prices, commodity prices,
payment status, or other factors that are intlieaof incurred losses in the@up and their magnitudelhe
methodology and assumptions used for estimating future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual loss experience.

(i) Renegotiated loans

Where possible, the Group seeks to restructure loansr rididue to take possession of collateral. This may

involve extending the payment arrangements and the agreement of new loan conditions. Once the terms have
been renegotiated any impairment is measured using the original effective interest rate as chéfolatede

modification of terms and the loas ho longer considered past dd#e loans continue to be subject to an
individual or collective i mpairment assessment, calcu

(iii) Collateral repossesed

The Group occasionally acquires properties in settlement of loans and advances. Upon initial recognition, those
assets are measured at fair value as approved by the regulatory authorities. Subsequently these properties are
measured at the lower of cginrg value or net realisable value.

Upon sale of repossessed assets, any gain or loss realized is recognized in the consolidated income statement
under FAOther operating incomedo or AOther operating e
asets are transferred to AReserves for capital increa

Hedge accounting

The Group makes use of derivative instruments to manage exposures to interest rate, foreign currency and credit
risks, including exposures arisingofn forecast transactions and firm commitments. In order to manage
particular risks, the Group applies hedge accounting for transactions which meet the specified criteria.

At inception of the hedge relationship, the Group formally documents the rel@pidrettveen the hedged item
and the hedging instrument, including the nature of the risk, the objective and strategy for undertaking the hedge
and the method that will be used to assess the effectiveness of the hedging relationship.

At each hedge effectinessassessmentate,a hedge relationship must be expected to be highly effective on a
prospective basis and demonstrate that it was effective (retrospective effectiveness) for the designated period in
order to qualify for hedge accounting. A formal ass@ntis undertaken to ensure the hedging instrument is
expected to be highly effective in offsetting the designated risk in the hedgedddmat inception and at each
guarter end on an ongoing badishedge is expected to be highly effective if tiamges in fair value or cash

flows attributable to the hedged risk during the period for which the hedge is designated are expected to offset in
a range of 80% to 125%nd are expected to achieve such offset in future peritelige ineffectiveness is
recgni zed in the consol iNeagan@ass)fiom nancia indramertseatmfainveluei n A
t hr ough prFofsituations where that bedged item is a forecast transaction, the &soagsesses
whether the transaction is highly pable and presents an exposure to variations in cash flows that could
ultimately affect the consolidated income statement.
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2 ACCOUNTING POLICIES (continued)
25 Summary of significant accainting policies (continued)
Hedge accounting (continued)

(i) Fair value hedges

For designated and qualifying fair value hedgesg¢thaulativechange in the fair value of a hedging derivative is
recognised in the consolidated income statemeniNetfigan (loss) from financial instruments at fair value

t hr ough prMeanwtile, hhecumliladiviechange in the fair value of the hedged item attributable to the

risk hedged is recorded as part of the carrying value of the hedgei itleenconsolidaig statement of financial
positonand i s al s oNergamlosg)hi cmdf i mamci al instruments at fa
in theconsolidated income statement.

If the hedging instrument expires or is sold, terminated or exercisedherevihe hedge no longer meets the
criteria for hedge accounting, thedge relationship is discontinued prospectivElyr hedged items recorded at
amortised cost, the difference between the carrying value of the hedged item on termination and thesface va
amortised over the remaining term of the original hedge usingeitedculatedeffective interest rat¢EIR)

method If the hedged item is derecognised, the unamortised fair value adjustment is recognised immediately in
the consolidated income statent.

(ii) Cash flow hedges

For designated and qualifying cash flow hedges, the effective portion of the gain or loss on the hedging

i nstrument is initially recognised directly in equit.\
the gan or loss on the hedging instrument is recognised immediately in the consolidated income statement.

When the hedged cash flow affects the consolidated income statement, the gain or loss on the hedging instrument
is recorded in the corresponding incomesxpense line of the consolidated income statement. When the forecast
transaction subsequently results in the recognition of &inancial asset or a neinancial liability, the gains

and losses previously recognized in other comprehensive income aneetefrom the reserve and included in

the initial cost of the asset or liability.

When a hedging instrument expires, or is sold, terminated, exercised, or when a hedge no longer meets the
criteria for hedge accounting, any cumulative gain or loss existiogher comprehensive inconag that time

remains inother comprehensive inconand is recognised when the hedged forecast transaction is ultimately
recognised in the consolidated income statement. When a forecast transaction is no longer expeatedh® occ
cumulative gain or loss that was reportedother comprehensive inconie immediately transferred to the
consolidated income statement.

(iii) Hedge of a net investment

Hedges of net investments in a foreign operation, including a hedge of angateam that is accounted for as

part of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses on the hedging
instrument relating to the effective portion of the hedge are recognised direothemcomprehensivea¢ome

while any gains or losses relating to the ineffective portion are recognised in the consolidated income statement.
On disposal of the foreign operation, the cumulative value of any such gains or losses recognised directly in
other comprehensiv&atenent is transferred to the consolidated income statement.

Leasing

The determination of whether an arrangement is a lease or it contains a lease, is based on the substance of the
arrangement and requires an assessment of whether tHeniitilof the arnagement is dependent on the use of

a specific asset or assets and the arrangement conveys a right to use the asset.

Group as a lessee

Leases which do not transfer to the Group substantially all the risks and benefits incidental to ownership of the
leaseditems are operating leases. Operating lease payments are recognised as an expense in the consolidated
income statement on a straight line basis over the lease term. Contingent rental payable are recognised as an
expense in the period in which they are med.
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2 ACCOUNTING POLICIES (continued)
25 Summary of significant accounting policies (continued)
Leasing (contirued)

Group as a lessor

Leases where the Group does not transfer subatardll the risks and benefits of ownership of the asset are
classified as operating leases. Initial direct costs incurred in negotiating operating leases are added to the
carrying amount of the leased asset and recognized over the lease term on thasssrae rental income.
Contingent rents are recognized as revenue in the period in which they are earned.

Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Grbap and t
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised.

® Interest and similar income and expense

For all financial instruments measured at amortized cost, interest income os@xpeacorded using the EIR,

which is the rate that exactly discounts estimated future cash payments or receipts through the expected life of
the financial instrument or a shorter period, where appropriate, to the net carrying amount of the finahcial asse
or financial liability. The calculation takes into account all contractual terms of the financial instrument and
includes any fees or incremental costs that are directly attributable to the instrument and are an integral part of
the effective interest t@, but not future credit losses.

The carrying amount of the financial asset or financial liability is adjusted if the Group revises its estimates of
payments or receipts. The adjusted carrying amount is calculated based on the original effectveaitatened

the change in the carrying amount is recorded as fil nt
and similar expenseo for financi al l'iabilities.

Once the recorded value of a financial asset on a group of similar financial ls@seébeen reduced due to an
impairment loss, interest income continue to be recognized using the rate of interest used to discount the future
cash flowdor the purpose of measuring the impairment loss.

(i) Fee and commission income
The Group earns feend commission income from a diverse range of services it provides to its customers. Fee
income can be divided into the following two categories:

Fee income earned from services that are provided over a certain period of time
Fees earned for the provisi@f services over a period of time are accrued over that period. These fees include
commission income and asset management, custody and other management and advisory fees.

Loan commitment fees for loans that are likely to be drawn down and other @latkidrfees are deferred
(together with any incremental costs) and recognized as an adjustment to the EIR on the loan. When it is unlikely
that a loan be drawn down, the loan commitment fees are recognized over the commitment period on a straight
line bass.

Fee income from providing transaction services

Fee arising from negotiating or participating in the negotiation of a transaction for a third party, such as the
arrangement of the acquisition of shares or other securities or the purchase or saleee$ésisare recognized

on completion of the underlying transaction. Fee or components of fee that are linked to a certain performance
are recognized after fulfilling the corresponding criteria.

Fee and commission income from providing insurance services

Insurance and investment contract policyholders are charged for policy administration services, investment
management services, surrenders and other contract fees. These fees are recognized as revenue over the period in
which the related services are penfied. If the fees are for services provided in future periods, then they are
deferred and recognized over those future periods.
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2 ACCOUNTING POLICIES (continued)
25 Summary of significantaccounting policies (continued)
Recognition of income and expenses (continued)

(iii) Dividend income
Dividend income is recognised when the right to receive the payment is established.

(iv) Net gain(loss) fromfinancial instruments at fair value throudg profit or loss

Results arising from financial instruments at fair value through profit or loss, include all gains and losses from
changes in fair value and related income or expense and dividends for financial assets at fair value through profit
or loss This includes any ineffectiveness recorded in hedging transactions

(vi) Insurance revenue

For the insurance subsidiaries, net premiums and accessories (gross premiums) are taken to income over the
terms of the policies to which they relate using thergte temporise method for nomarine business and 25%

of gross premiums for marine business. Unearned premiums reserve represents the portion of the gross
premiums written relating to the unexpired period of coverage.

If the unearned premiums reservenig considered adequate to cover future claims arising on these premiums a
premium deficiency reserve is created.

Cash and cash equivalents

Cash and cash equivalents as referred to in the cash flow statement comprise balances with original maturities of
period of three months or less including: cash and balances with the central banks, deposits with banks and financial
institutions, and deposits due to banks and financial institutions.

Property and equipment

Property and equipmeit stated at cost eluding the costs of dap-day servicing, less accumulated depreciation

and accumulated impairment in value. Such cost includes the cost of replacing part of the property and
equipmentf the recognition criteria are metVhen significant parts of propgrand equipment are required to

be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is recognised in the
carrying amount of the equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognised in the consolidated income statement as incurred. The present value of the
expected cost for the decommissioningofasset after its use is included in the cost of the respective asset if the
recognition criteria for a provision are met.

Changes in the expected useful life are accounted for by changing the depreciation period or method, as appropriate
and treated ashanges in accounting estimates.

Depreciation is calculated using the straight line method to write down the cost of property and equipment to their
residual values over their estimated useful lives. Land is not depreciated. The estimated usetibls/fslaws:

Buildings 50 years

Office equipment and furniture 6.661 12.5 years
Computer equipment and software 3.331 5 years
General installations 5 years

Vehicles 4 years

Property and equipment is derecognised on dispasahen no future economic benefits are expected from its

use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying aNetgam(loss)moiflispasdl ef fixacsasselis )i ni s r e
the year the asset is derecognized.

The assetds residual lives and methods of depreciati
prospectively if applicable.
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25 Summary of significant accounting policies (continued)

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as
the aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non
controlling interest in the acquiree. For each business combination, the Gelmats whether to measuttee

non controlling interesd in theacquire at fair valueomt t he proportionate share of
net assets. Acquisition costs incurred are expensed and included in administrative expenses.

When the Groupnakes an acquisition meeting the definition of a businedsrdfRS 3 it assesses the financial

assets and liabilities assumed for appropriate classification and designation in accordance with the contractual
terms, economic circumstances and pertinent conditions as at the acquisition date. This includesition eépa
embedded derivatives in host contracts by the acquiree.

If the business combination iscldeved in stages, thpreviously held equity interest in the acquiree is
remeasuredat fair value at the acquisition date through the consolidated inctaterentlt is then considered
in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent considedzittbnis deemed to be an asset

liability will be recognisedeither in profit or loss or as a change to other comprehensive income. If the
contingent consideration is classified as equity, it should not be remeasured until it is finally settled within

equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for narontrolling interests, and any previous interest held, over the net identifiable assets
acquired and liakities assumed. If the fair value of the net assets acquired is in excess of the aggregate
consideration transferred, the Groupassesses whether it has correctly identified all of the assets acquired and
all of the liabilities assumed and reviews thegedures used to measure the amounts to be recognised at the
acquisition date. If the rassessment still results in an excess of the fair value of net assets acquired over the
aggregate consideration transferred, thengain is recognised in profit ors

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of t h egenSatimgwpitd that @rea exgected to benefit from the combination, irrespective of
whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cagfenerating unit and part of the operation within that igrdisposed of, the
goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured
based on theelative values of the operation disposed of and the portion of thegeashating unit retained.

Intangible assets
An intangible asset is recognized only when its cost can be measured reliably and it is probable that the expected
future economic bene§ that are attributable to it will flow to the Group.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is their fair value as at the date of acquisitiowirfg initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.
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25 Summary of sgnificant accounting policies (continued)

Intangible assetqcontinued)

The useful lives of intangible assets are assessed to be either finite of indefinite. Intangible assets with finite lives
are amortised over the useful economic life. The amortisgit@mod and the amortisation method for an
intangible asset with a finite useful life are reviewed at least at each financi@ngeaChanges in the expected

useful life or the expected pattern of consumption of future economic benefits embodied ssdhara
accounted for by changing the amortisation period or method, as appropriate, and treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the
consolidated income statement.

Amortisation is calculated using the straidint method to write down the cost of intangible assets to their
residual values over their estimated useful lives as follows:

1 Key money 10-15 years

Intangible assets with indefinite useful lives are not amattibeit are tested for impairment annually, either
individually or at the cashenerating unit level. The assessment of indefinite life is reviewed annually to
determine whether the indefinite life continues to be supportable. If not, the change inifesifuhl indefinite

to finite is made on a prospective basis.

Gains or losses arising from-gdecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognisetiatethent of profit or loss when
the asset is derecognised.

The Group does not have intangible assets with indefinite economic life.

Impairment of non-financial assets

The Bank assesses at each reporting date whether there is an indication thatt anagsise impaired. If any
indication exists, or when annual i mpair ment testing
recoverabl e amount. An assetds r ec ogveenrearbaltei nagmouunnitt &6iss
lesscosts to sell and its value in use. Where the carrying amount of an asset-gemasgtiing unit exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In assessing
value in use, the estimated frgucash flows are discounted to their present value usingt@pdiscount rate

that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs to sell, an appropriate vatuatiodel is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair
value indicators.

For assets excluding goodwill, an assessment is made at each reporting dateesiseiothere is any indication

that previously recognised impairment losses may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognised impairment loss is reversed only if there has

beem a change in the estimates used to determine the &
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable
amount, nor exceeds the carrying aamt that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognized in the consolidated
income statement.

Impairment losses relating to goodwill cannot be reversédtime periods.
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Financial guarantees

In the ordinary course of business, the Group gives dimaarguarantees, consisting of letters of credit,
guarantees and acceptances. Financial guarantees are initially recognised in the financial statements (within
iAot her l'iabilitiesod) at fair wval ue, beinng tthhee Gxroeunpidl
liability under each guarantee is measured at the higher of the amount initially recognized less, when appropriate,
cumulative amortization recognized in the consolidated income statement, and the best estimate of expenditure
required to se¢le any financial obligation arising as a result of the guarantee.

Any increase in the liability relating to financial guarantees is recorded in the consolidated income statement
fi N eredit loseD. The premium received is recognised in the cons@dlatcome statement on a straight line
basis over the life of the guaranieem fiNet f ee and. commi ssi on i ncomeo

Pensions and other posemployment benefits

The Group operates defined benefit pension plans, which requires contributions to be made &belysepar
administered funds. The cost of providing benefits under the defined benefitipldetermined usinghe
projected unit credit method which involves making actuarial assumptions about discount rates, expected rates of
return on assets, future saldancreases, mortality rates and future pension increases. Those assumptions are
unbiased and mutually compatible.

Re-measurements, comprising of actuarial gains and losses, the effect of the asset ceiling, excluding net interest
and the return on plarssets (excluding net interest), are recognized immediately in the statement of financial
position with a corresponding debit or credit to retained earnings through OCI in the period in which they occur.
Re-measurements are not reclassified to profit & lnsubsequent periods.

Past service costs are recognised in profit or loss on the earlier of:

U The date of the plan amendment or curtailment, and
U The date that the Group recognises restructinéfeged costs

Net interest is calculated by applying ttiscount rate to the net defined benefit liability or asset. The Group
recognises the following changes in the net define
consolidated statement of income:

U  Service costs comprising current service cosistgervice costs, gains and losses on curtailments and non
routine settlements
U Net interest expense or income

Provisions for risks and charges

Provisions are recognised when the Group has a present obligation (legal or constructive) as a restult of a pas
event, and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. The expense relating to any
provision is presented in therolidated income statement net of any reimbursement.

Taxes
Taxes are provided for in accordance with regulations and laws that are effective in the countries where the
Group operates.

(i) Current tax

Current tax assets and liabilities for the currerd gnior years are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted igpoetingdate.
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Taxes(continued)

(i) Deferred tax
Deferred tax is provided on temporary differenceshat reportingdate betwen the tax bases of assets and
liabilities and their carrying amounts for financial reporting purpo®eferred tax liabilities are recognised for
all taxable temporary differences, except:
1  Where the deferred tax liability arises from the initial rectigniof goodwill or of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.
1 In respect of taxable temporary differences associattdinvestments in subsidiaries and associates,
where the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recogdi$er all deductible temporary differences, carry forward of unused tax credits
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward ofathtiax credits and unused tax losses can be
utilised except:

1 Where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combinatiam thedjme of
the transaction, affects neither the accounting profit nor taxable profit or loss.

1 In respect of deductible temporary differences associated with investments in subsidiaries and
associates, deferred tax assets are recognised only to ¢&me et it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at eaemetdtof financial position date and reduced

to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognized deferred tax assets are reassessetiatdreanh of financial
position date and are recognised to the extent that it has become probable that future taxable profit will allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates thateatedxp apply in the year when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the statement of financial position date.

Current tax and deferred tax relating to iseracognized directly in equity are also recognised in equity and not
in the consolidated income statement.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax
assets against current tigebilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.

Treasury shares
Own equity instruments of the Group which are acquired by it or by any of its subsidiaries (treasury shares) are
deducted from equity a@haccounted for at weighted average cost. Consideration paid or received on the

purchase sal e, issue or cancellation of the Groupods
gain or loss is recognized in the consolidated income statemehe purchase, sale, issue or cancellation of the
Groupbs own equity instruments.

When the Group holds own equity instruments on behalf of its clients, those holdings are not included in the
Groupds consolidated statement of financial position.
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Treasury shares (continued)

Contracts on own shares that require physical settlement of a fixed nwhlmvn shares for a fixed
consideration are classified as equity and added to or deducted from equity. Contracts on own shares that require
net cash settlement or provide a choice of settlement are classified as trading instruments and changes in the fair
value are reported in the consolidated income statement.

Assetsheld in custody and under administration

The Group providesustodyand administratioservices that result in the holding or investing of assets on behalf
of its clients. Assetsheld in custody or under administratiprare not treated as assets of the Group and
accordingly are recorded as fiffancial positioritems.

Dividends on ordinary shares

Dividends on ordinary shares are recognized as a liability and deducted from equity wiaee tpgyroved by the
Bankdés sharehol der s. Interim dividends are deducted
discretion of the Bank.

Dividends for the year that are approved after the reporting date are disclosed as an evenegietirigedate.

Customersd acceptances

Customersd6 acceptances represent term documentary cCr ¢
of its clients against commitments by those clients (acceptances). The commitments resulting from these
aceptances are stated as a liability in the statement of financial position for the same amount.

Segment reporting
The Groupbs segment al reporting is based on the foll
banking, and treasury and capitalrikets

3 SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of the Groupbdbs consolidated financi e
estimates and assumptions that affect the reported amounts of revenues, expenses, dabditieandnd the
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of assets or
liabilities affected in future periods.

Judgments

I n the process of applying the Groupbs accounting poc
apart from those involving estimations, which have the most significant effect in the amounts recognised in the
financial statements:

Going concern

The Groupds management has made an assessment of the
satisfied that the Group has the resources to continue in business for the foreseeable future. Furthermore,
managemet i s not aware of any materi al uncertainties the
continue as a going concern. Therefore, the consolidated financial statements continue to be prepared on the
going concern basis.

Business model

In making an assessmenmth et her a busi ness model 0s toodigcteantractvae i s t O
cash flows, the Group considers at which level of its business activities such assessment should be made.
Generally, a business model is a mattefacf which can be evidenced by the way business is managed and the
information provided to managemerilowever, in some circumstances it may not be clear whether a particular

activity involves one business model with some infrequent asset sales or whethaticipated sales indicate

that there are two different business models.

28



Byblos Bank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

3 SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)
Judgments(continued)

Business modétontinual)
In determining whether its business model for managing financial assets is to hold assets in order to collect
contractual cash flows the Group considers:
- management 6s stated policies and objectivias for t
practice;
- how management evaluates the performance of the portfolio;
- whether managementdés strategy focuses on earning ¢
- the degree of frequency of any expected asset sales;
- the reason for any asset sales; and
- whether assethat are sold are held for an extended period of time relative to their contractual maturity.

Contractual cash flows of financial assets

The Group exercises judgment in determining whether the contractual terms of financial assets it originates or
acquies give rise on specific dates to cash flows that are solely payments of principal and interest on the
principal outstanding and so may qualify for amortised cost measurement. In making the assessment the Group
considers all contractual terms, includingy gsrepayment terms or provisions to extend the maturity of the
assets, terms that change the amount and timing of cash flows and whether the contractual terms contain
leverage.

Estimates and assumptions

The key assumptions concerning the future and d#esources of estimation uncertainty at the reporting date,

that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below. The Group based its asssngtibrestimates on
parameters available when the consolidated financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or circumstances arising
beyond the control of théroup. Such changes are reflected in the assumptions when they occur.

Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded on the statement of financial position
cannot be derived from activeankets, they are determined using a variety of valuation techniques that include
the use of mathematical models. The inputs to these models are derived from observable market data where
possible, but where observable market data are not available, judgmeqtired to establish fair values. The
judgments include considerations of liquidity and model inputs such as volatility for longer dated derivatives
and discount rates, prepayment rates and default rate assumptions for asset backed securities.inChange
assumptions about these factors could affect the reported fair value of financial instruments.

Impairment losses on loans and advances

The Group reviews its individually significant loans and advances at each statement of financial position date to
assess whether an impairment loss should be recorded in the consolidated income statement. In particular,
judgment by management is required in the estimation of the amount and timing of future cash flows when
determining the impairment loss. In estimatitigese cash flows, the Group makes judgments about the
borrowerds financi al situation and the net realizat
assumptions about a number of factors and actual results may differ, resulting in future tthrgaowance.

Loans and advances that have been assessed individually and found not to be impaired and all individually
insignificant loans and advances are then assessed collectively, in groups of assets with similar risk
characteristics, to detern@invhether provision should be made due to incurred loss events for which there is
objective evidence but whose effects are not yet evident. The collective assessment takes account of data from
the loan portfolio (such as credit quality, levels of arrearsdit utilization, loan to collateral ratios etc.),
concentrations of risks and economic date (including levels of unemployment, real estate prices indices, country
risk and the performance of different individual groups).
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Estimates and assumptiongcontinued)

Deferred tax assets

Deferred tax assets are recognized in respect to tax losses to the extent that it is proliakédbbhatrofit will

be available against which the losses can be utilized. Judgment is required to determine the amount of deferred
tax assets that can be recognized, based upon the likely timing and level of future taxable profits, together with
future tx planning strategies.

Pensions obligation

The cost of the defined benefit pension plan is determined using an actuarial valuation. The actuarial valuation
involves making assumptions about discount rates, expected rates of return on assets, futunerealsey,
mortality rates and future pension increases. Due to thetéwng nature of these plans, such estimates are
subject to significant uncertainty.

4 GROUP INFORMATION

The consolidated financial statements of the Group comprise the finaatéhsents of Byblos Bank SAL and
the following subsidiaries:

Percentage Principal Country of
Subsidiary of ownership activity incorporation
2014 2013
% %

Banking activities through its head office in Bsats (Belgium)

Byblos Bank Europe SA 99.95 99.95 and two branches in London and Paris Belgium
Adonis Insurance and Reinsurance

Co. (ADIR) SAL 64.00 64.00 Insurance Lebanon
Adonis Brokerage House SAL 100.00 100.00 Insurance brokerage Lebanon
Byblos Invest Bank AL 99.99 99.99 Investment banking Lebanon
Byblos Bank Africa 56.86 56.86 Commercial Banking Sudan
Byblos Bank Syria S.A. 59.87 52.37 Commercial Banking Syria
Byblos Bank Armenia CJSC 65.00 65.00 Commercial Banking Armenia
Adonis Insurance and Reinsurance

(ADIR) Syria 76.00 76.00 Insurance Syria
Byblos Bank RDC s.a.r.l.

(formerly Solidaire Banque International Democratic

S.B.Il. SARL) 66.67 66.67 Banking activities Republic of Congo

5 BUSINESS COMBINATIONS

Acquisition of additional interest in Byblos Bank Syria S.A

Effective 1 January 2014, the Group acquired an additional 7.5% interest in the voting shares of Byblos Bank
Syria S.A, increasing its ownership interest to 59.87%. gh @@nsideration of LL 10,553 million was paid to the
non-controlling interest shareholders. The carrying value of the additional interest acquired was LL 5,384 million.
Following is a schedule of additional interest acquired in Byblos Bank Syria S.A:

LL million
Cash consideration paid to roantrolling shareholders 10,553
Carrying value of additional interest in Byblos Bank Syria S.A (5,384)
Difference recognized within equity 5,169
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6 MATERIAL PARTLY -OWNED SUBSIDIARIES

Financial information of subsidiaries that have materialewmtrolling interests are provided below:

Proportion of equity interests held by norcontrolling interests:

Name

Byblos Bank Africa

Adonis Insurance and Reinsurance Co. (ADIR) SAL
ByblosBankArmenia CJSC

Byblos Bank Syria S.A.

2014
%

43.14
36.00
35.00
40.13

2013
%

43.14
36.00
35.00
47.63

The summarized financial information of these subsidiaries are provided BElsvinformation is based on

amounts before intesompany eliminations:

Summarizedincome statement for2014

Byblos

Bank

Africa

LL million
Net interest incoméexpense) 16,325
Net fee and commission income 5,074
Net gainfrom financial instruments at fair value through profitioss 1,996
Other operating income 605
Net credit losses (2,705)
Total operating expenses (8,870)
Income tax expense (3,775)
Profit (loss)for the year 8,650
Attributable to norcontrolling interests 3,732
Dividends paid to nowontrolling interests 1,710

Summarizedincome statement for2013

Byblos
Bank

Africa

LL million
Net interest income 13,629
Net fee and commission income 6,929
Net gain from financial instruments at fair value through profit or Ic 2,363
Other operating income 350
Net credit losses (1,586)
Total operating expenses (10,694)
Income tax expense (2,743)
Profit (loss) for the year 8,248
Attributable to norcontrolling interests 3,558
Dividends paid to nowontrolling interests 1,198

Adonis Insurance  Byblos Bank Byblos
and Reinsurance Armenia  Bank Syria
Co. (ADIR) SAL cJscC S.A.

LL million LL million LL million
5,528 3,419 (709)
2,383 156 2,493
2,722 1,751 24,287
15,711 220 367
(160) 4,719 (8,160
(9,920 4,77) (6,504)
(873) (55) (3,389
15,391 (3,999 8,385
5,541 (1,398 3,365
2,379 - -
Adonis Insurance Byblos Bank
and Reinsurance Armenia Byblos Bank
Co. (ADIR) SAL CJsC Syria S.A.
LL million LL million LL million
2,869 6,055 442
1,944 163 3,140
4,197 192 41,293
15612 26 1,157
(1,000) (2,676) (40083)
(9,503) (5,049) (10,382)
(847) - 9,185
13,272 (1,289) 4,752
4,784 (451) 2,263
1,803 - -
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6 MATERIAL PARTLY -OWNED SUBSIDIARIES (continued)

Summarized statement of financial position as at 31 Decemb2014

Adonis
Insurance and Byblos
Reinsurance Bank Byblos
Byblos Bank Co. (ADIR) Armenia Bank
Africa SAL CJSC Syria S.A.
LL million LL million LL million  LL million
Cash and balances with banks 92,344 19,294 63,426 232,535
Balances with Parent and Group entities 49,651 140,584 539 36,108
Financial assets at fair value through profit or loss - 25,429 - -
Net loansand advances at amortized cost 107,396 1,816 90,138 95,143
Financial assets at amortized cost 35,442 103,988 9,677 15,376
Property and equipment 16,850 2,028 3,271 7,498
Other assets 17,314 48,373 1502 27,63
Due to banks (29,704) - (24,194) (20,120)
Due to Parent and Group entities (77,673) - (12,403) -
Deposits at amortized cost (132,614) (176,685) (107,265) (331,836)
Other liabilities (23,589 (104,134) (499 (1,489
Total equity 55,418 60,693 24,192 60478
Attributable to norcontrolling interests 14,209 21,89 - 24,270
Summarized statement of financial position as at 31 December 2801
Adons Byblos
Insurance and Bank Byblos
Byblos Bank Reinsurance Co. Armenia Bank Syria
Africa (ADIR) SAL CJsc S.A.
LL million LL million LL million  LL million
Cash and balances with banks 65,844 21,173 49,397 231,749
Balances with Parent and Group entities 79,136 134,86 591 64,598
Financial assets at fair value through profit or loss - 22,373 - -
Net loans and advances at amortized cost 133,155 2,994 89,671 121,839
Financial assets at amortized cost 43,539 74,677 11,847 22,962
Property and equipment 19,454 2,149 3,91 10,451
Other assets 8,134 43,885 2,134 35,782
Due to banks (60,745) - (25,873) (56,076)
Due to Parent and Group entities (70,104) - (7,724) -
Deposits at amortized cost (147,623) (151,239) (90,726)  (327,033)
Other liabilities (16,965) (98,971) (803 (32,490)
Total equity 53,825 51,902 32,505 71,782
Attributable to norcontrolling interests 13,801 18,711 - 34,190

Putoptions granted to the holders of roontrolling interests of the subsidiaries Byblos Bank Africa and Byblos
Bank Armenia CJSC were estimated at a fair value ofL1R[213million and LL 9,212 million respectivelyas

at 31 December 201@013: LL 11,774million and LL 14,221 million respectivelyjnote 3§. These were
recorded through partial recognition of reontrolling interests.
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6 MATERIAL PARTLY -OWNED SUBSIDIARIES (continued)

Summarized cash flow information for the year ended 31 Decembet014

Byblos  Adonis Insurance Byblos Bank Byblos

Bank  and Reinsurance Armenia  Bank Syria

Africa Co. (ADIR) SAL CJsC S.A.

LL million LL million LL million LL million

Operating 36,907 16,99 (18,368) 51,892
Investing 4,767 (13,017) (365) 6,606
Financing (37,323) (2,852) - -
Net increase (decrease) in cash and cash equivalent 4,351 1,040 (18,733) 58,498

Summarized cash flow information for the year ended 31 Decemb@013

Byblos  Adonis Insurance Byblos Bank

Bank and Reinsurance Armenia Byblos Bank
Africa Co. (ADIR) SAL CJsC Syria S.A.
LL million LL million LL million LL million
Operating (59,704) 17,058 (2,587) (60,792)
Investing (9,989) (5,364) (169) 10,553
Financing 15,266 (1,332) - -
Net increase (decrease) in cash and cash equivalent (54,427) 10,362 (2,756) (50,239)

7 SEGMENT INFORMATION

For management purposes, the Group is organized into three operating segments based on products and services
as follows:

Retail banking provides a diversified range of products and services to meet the personal laawckaugsumer
finance needs of individuals. The range includes deposits, housing loans, consumer loans, credit cards, funds
transfers, foreign exchange and other branch related services.

Corporate banking provides a comprehensive product and service inffeto corporateand institutional
customers, includingpans and other credit facilitiedgpositsand current accountsrade finance and foreign
exchange operations.

Treasury and capital marketsis mostly responsible for the liquidity management antketaisk of the Group
as well as managing the Groupbés own portfolio of stoc
segment provides treasury and investment products and services to investors and other institutional customers.

Managment monitors the operating results of its business units separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on operating
profit or loss which in certain respectsngasured differently from operating profit or loss in the financial
statements. Income taxes are managed on a group basis and are not allocated to operating segments.

Interest income is reported net as management primarily relies on net interest revparfermmance measure,
not the gross income and expense amounts.

Transfer prices between operating segments are on an
third parties.
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7 SEGMENT INFORMATION (continued)

The following table presents net operating income, profit and total assets and liabilities information in respect of
the Groupdbds operating segments:

Profit for the yealinformation

2014
Treasury and
Retail Corporate capital
banking banking markets Othert Total
LL million LL million LL million LL million LL million
Net interest income 186,799 114,430 58,476 3,992 363,697
Net fee and commission income 66,626 62,594 376 6,268 135,864
Net gain from financial instruments at fair value through
profit or loss - - 66,942 - 66,942
Net gain from sale of financial assets at amortized cost - - 104,818 - 104,818
Revenue from financial assets at fair value through other
comprehensive income - - 2,736 - 2,736
Other operating income - - - 21,859 21,859
Net credit losses (8,004) (35,197) 3,773 - (39,428)
Net operating income 245,421 141,827 237,121 32,119 656,488
2013
Treasury and
Retail Corporate capital
banking banking markets Othert Total
LL million LL million LL million LL million LL million
Net interest income 180,406 109,440 49,403 6,595 345,844
Net fee and commission income 65,508 65,661 2,037 5,787 138,993
Net gain from financial instruments at fair value through
profit or loss - - 86,098 - 86,098
Net gain from sale of financial assets at amortized cost - - 79,862 - 79,862
Revenue from fiancial assets at fair value through other
comprehensive income - - 1,144 - 1,144
Other operating income - - - 23,542 23,542
Net credit losses (16,025) (64,423) 1,316 - (79,132)
Net operating iopome 229,889 110,678 219,860 35,924 596,351
Financial position information
2014
Treasury and
Retail Corporate capital
banking banking markets Othert Total
LL million LL million LL million LL million LL million
Total assets 2,418,690 5,011,446 20,883,916 380,486 28,694,538
Total liabilities 22,165,961 1,524,642 1,847,712 612271 26,19,586
2013
Treasury and
Retail Corporate capital
banking banking markets Othert Total
LL million LL million LL million LL million LL million
Total assets 2,393,029 4,853,510 20,231,474 388,2% 27,866,268
Total liabilities 20,755,502 1,479,159 2,365,984 780,037 25,380,682

1 Other includesll non-banking activities.
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7 SEGMENT INFORMATION (continued)

Geographic information

The Group operates in thrgeographical segments, Leban&urope and other countrieBhe following table
shows the distribution of the Grpuwd s operatihg income and nazurrentassets.

2014
Lebanon Europe Other Total
LL million LL million LL million LL million
Total operating income 563,786 50,145 81,985 695,916
Net credit losses (20,054) (6,886) (12,488) (39,428)
Net operating incomé 543,732 43,259 69,497 656,488
Non-current assets 222,089 7,400 44,219 273,708
2013
Lebanon Europe Other Total
LL million LL million LL million LL million
Total operating income 527,279 53,675 94,529 675,483
Net credit losses (30,617) (6,191) (42,324) (79,132)
Net operating inconfe 496,662 47,484 52,205 596,351
Non-current assets 218,880 8,994 52,546 280,420

2 Net operating income is attributed to the geographical segment on theob#iséslocation of the branclsubsidiary resposible for reporting the results or

advancing the funds.

3Non-current assets consist of property and equiprriatangible assets, and certain other assetagothan financial instruments antferred taxes)

expected to be recovergdmore than twelvenontts after the reporting date.

8 INTEREST AND SIMILAR INCOME

Balances with centralamks

Due from banks and financialstitutions

Loans to banks and financial institutions

Financial assets given as collateral

Loans and advances to custoneramortized cost

Loans and advances to related parties at amortized cost
Financial assets at amortized cost

9 INTEREST AND SIMILAR EXPENSE

Due to central banks

Due to banks and financial institutions

Cust omer sbd6 diregasti ts at amo
Deposits from related parties at amortized cost

Debt issued and other borrowed funds

Subordinated debt

Other equity instruments

2014 2013

LL million LL million
199,375 162,273
18,035 14,233
13,23 13,474
477 517
488,449 457,584
1,319 1,121
692,349 646,757
1,413,234 1,295,959
2014 2013

LL million LL million
986 1,809
22,481 27,503
949,321 843,637
13175 11,334
32,227 34,849
31,347 30,747

- 236
1,049,537 950,1B
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10 NET FEE AND COMMISSION INCOME

2014 2013
LL million LL million
Fee and commission income

Loans and advances 23,618 24,849
Letters of guarante 15,86l 15,357
Acceptances 9,258 9,857
Letters of credit 27,867 31,285
Credit cards 14,207 12,457
Domiciled bills 2,554 2,185
Checks for collection 3,038 3,084
Maintenance of accounts 13,305 13,080
Transfers 9,797 9,912
Safe rental 1,116 946
Portfolio commission 3,808 4,321
Commission on insurance related activities 8,210 8,593
Refund of banking services 12,316 12,820
Other commissions 4,676 5,294
149631 154,040

Fee and commissiorexpense (13,767) (15,047)
Net fee and commission income 135,864 138,993

11  NET GAIN FROM FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

2014 2013
LL million LL million
Interest aml similar income from debt instruments
- Lebanese government bonds 6,802 16,499
- Certificates of deposit issued by the Central Bank of Lebanon 10 700
- Other foreign government bonds 231 115
- Other debt securities 596 200
7,639 17,514
Gain (loss)from sale of debt instruments
- Lebanese government bonds 3,439 (3,004)
- Certificates of deposit issued by the Central Bank of Lebanon 2 (873)
- Other foreign government bonds 388 21
- Other debt scurities 76 39
3,905 (3,817)
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11  NET GAIN FROM FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Unrealized gainloss)from revaluation of debt instruments

- Lebanese government bonds

- Certificates of deposit issued by the Central Bank of Lebanon
- Other foreign government bonds

- Other debt sagities

Net gain from debt instruments

Equity instruments

- Gainfrom sale

- Unrealized gain from revaluation
- Dividend ircome

Net gain from equity instruments

Unrealized gain from revaluation of structural position of a subsidiary
Foreign exchange

Foreign exchange income includes gains and Idssesspot and forward contractsther curreng derivatives

and the revaluation of the daily open trading position.

2014 2013

LL million LL million

1,490 (1,189)
16 556
(38) -
322 (105)
1,790 (738)
13,334 12,959
213 362
2,784 5,258
557 571
3,554 6,191
23,758 39,748
26,296 27,200
66,00 86,098

12 NET GAIN FROM SALE OF FINANCIAL ASSETS AT AMORTIZED COST

The Group derecognises some debt instruments classified at amortised cost due to the following reasons:
- Deterioration of the credit rating below the

- Liquidity gap and yield management;
- Exchange of ceificates of deposit by the Lebanese Central Bank;

- Currency risk management as a result of change in the currency base of deposits; or

- Liquidity for capital expenditures.

The schedule below details the gains and losses arising from the derecognhiesedfriancial assets:

2014
Gains Losses Net
LL million LL million LL million

Lebanese government bonds 61,457 - 61,457
Certificates of deposit issued by the Central Bank of

Lebanon 42,072 (632) 41,440

Other foreign government bonds 185 - 185

Other debt securities 1,736 - 1,736

105,450 (632) 104,818
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12 NET GAIN FROM SALE OF FINANCIAL ASSETS AT AMORTIZED COST (continued)

2013

Gains Losses Net

LL million LL million LL million

Lebanese government bonds 27,575 (280) 27,295
Certificates of deposit issued by the Central Bank of

Lebanon 31,309 - 31,309

Other foreign government bonds 2,527 - 2,527

Otherdebt securities 3,623 (56) 3,567

Bank placements at the Central Bank of Lebanon 15,164 - 15,164

80,198 (336) 79,862

During 2013, the Group discounted placements at the Central Banlbahdewhich resulted in gain of LL

15,164 million.

13 OTHER OPERATING INCOME

Net gainfrom saleof asset®btainedn settlement of debt
Rentalincomefrom assets obtained in settlement of debt
Write back of provisions for risks and charges (natél3)
Other operating income from insurance related activities
Others

14 NET CREDIT LOSSES

Charge for the year:
Loans and advances to austers at amortized cost (note)25
Financial asets at amortized cost (note 26
Bad debts written off

Recoveries during the year:
Loans ad advances to customers (notg 25
Unrealized interest on loansdaadvances to customers (notg 25
Financial asets at amortized cost (note) 26
Doubtful bankgnote20)

2014 2013

LL million LL million

2,190 5,791

1,424 895

751 145

12891 13,003

4,603 3,708
21859 23,542
2014 2013
LL million LL million
74,568 115,097
513 1,000
178 80
75,259 116,177
(25,129 (25,566)
(6,257) (9,163)
(4,00) (1,419)
(446) (897)
(35,83) (37,045)
39,428 79,132
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15 PERSONNEL EXPENSES

2014 2013
LL million LL million
Salaries and related charges 139670 135,695
Social security contributions 19,401 17,727
Provision forend of service benefits (note &)) 8,546 8,804
167,617 162,226

16 OTHER OPERATING EXPENSES
2014 2013
LL million LL million
Taxes on interest 3,508 3,721
Taxes and duties 6,546 7,522
Contribution to deposits guarantee fund 11,185 9,951
Rent and related charges 7,297 7,862
Professional fees 8,397 8,414
Teleconmunications and postage expenses 8,339 8,418
Board of Directorsd attendance f 998 998
Maintenance and repairs 15,38 14,052
Electricity and fuel 6,166 6,732
Travel and entertainment 3,601 3,907
Publicity and advertising 11,839 11,829
Subscriptions 4,876 3,594
Bonuses 20,88 15,623
Legal expenses 3,56 3,273
Insurance 1,869 1,857
Guarding fees 1,996 2,085
Printings and stationery 3,207 3,159
Provisiors for risks and charges (note @) 645 4,190
Donations 3,228 2,624
Others 8,538 7,150
132,041 126,961

17 INCOME TAX EXPENSE

The components of income tax expense for the years ended 31 De26dtsand2013are as follows:

2014 2013

LL million LL million

Current income tax expse 55,475 45,168
Deferred tax related to originatiamd reversabf temporary differences 2,839 (9,185)
Other taxes 8,963 8,376
67277 44,359
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17 INCOME TAX EXPENSE (continued)

The tax rates applicable to the parent and subsidiaries vary from 0% to 40% in accordance with the income tax
laws of the countries where the Group operates. For the purpose of determining the taxablefrdslts o
subsidiaries for the year, the accounting results have been adjusted for tax purposes. Such adjustments include
items relating to both income and expense and are based on the current understanding of the existing tax laws

and regulations and tax ptaes.

The components of operating profit before tax, and the differences between income tax expense reflected in the
financial statements and the amounts calculated at the Lebanese tax rate, are shown in the table below:

Operating profit before tax
Of which Lebanese banks
Of which insurance companies
Of which foreigrbanks

Income tax at Lebanese tax rate 15%

Impact of increase resulting from:

Different tax rates

Non-deductible expenses

Carried forward taxable losses of a subsidiary

Impact of decrease resultig from:
Revenues previously subject to tax
Unrealized gain from revaluation of structural position of a subsidiary

Income tax

Effective income tax rate

The movement of current tax liabilities during the year is as follows:

Balance at 1 January
Charge for the year

Less taxes paid:
Current year tax liability *
Prior years tax liabilities

Balance at 31 December (note (3§)

(*) Representstaspai d on interest received from

2014 2013

LL million LL million
331,809 279,808
266,563 237,994
22,524 16,440
42,722 25,374
49,771 41,971
5,149 1,036
4,119 2,799

- 5,513

9,268 9,348

- (188)

(3,564) (5,963)
(3,564) (6,151)
55,475 45,168
16.72% 16.14%
2014 2013

LL million LL million
42,275 36,519
64,438 53,544
106,713 90,063
(27,380) (24,522)
(29,114) (23,266)
(56,494) (47,788)
50,219 42,275

treasury bills and
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17 INCOME TAX EXPENSE (continued)

Deferred taxes recorded in the consolidated statement of financial position result from the following items:

2014
Deferred tax Deferred tax
assets liabilities
LL million LL million
Fair value of fhancial instruments - 3,369
Carried forward taxable losses of a subsidiary 7,583 -
7,583 3,369
2013
Deferred tax Deferred tax
assets liabilities
LL million LL million
Fair value of fnancial instruments 925 2,748
Carried forward taxable losses of a subsidiary 14,361 -
15,286 2,748

18 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profihéoyear attributable to ordinary equity

holders of theGroupby the weighted average numbemodlinary sharesutstanding during the year.

Diluted earnings per share is calculated by dividing the net profit attributableiteary equity holders of the

Group (after adjusting for interest on the convertibistrumentset of tay by the weighted average number of

ordinary shares outstanding during the year plus the weighted average nundréinafy sharesthat would

havebeenissued on the conversiof @l the dilutive potential shares into ordinary shares.

The following table shows the income and share data used in the basic earnings per share calculation:

2014 2013

Weighted average number of common shares outstanding during the yea 562,510,901 561,731,03¢
2014 2013

LL million LL million

Net profit attributable to equity holders of the parent 252,792 224,683
(Less):proposed dividends to preferred shares (48,480) (48,480)
Net profit attributable to aqty holders of the parent 204,312 176,203
Basic earnings per share in LL 363.21 313.68

(*) The weighted average number of ordinary shares adopted for the computation of basic earnings per share
takes into account the weighted average number of treasury shares excluding treasury shares held against

other equity instruments (no48).
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18 EARNINGS PER SHARE (continued)

Diluted earnings per share
The following table shows thecome and share data used indHated earnings per shacalculation:

2014 2013

Weighted average number afdinaryshares for basic earnings per share 562510,901 561,731,03¢
Effect of dilution:

Convertible subordinated debt 117,200,00C 117,200,00(
Weighted average number afdinaryshares adjusted for the effect

of dilution 679,710,901 678,931,03¢

2014 2013

LL million LL million

Net profit attributable to equity holders of the parent 204,312 176,203

Interest on convertibldebt 31,347 30,747

Less: income tax (4,702) (4,612)
Net profit attributable tequity holdersof the parent adjusted fane effect of

convertibledebt 230957 202,338

Diluted earnings per share in LL 33979 298.02

There were no transactions involving ordinary shares or potential ordinary shares between thg deteréind
the date of the completion of these consolidated financial statements which would require the restatement of
earnings per share.

19 CASH AND BALANCES WITH CENTRAL BANKS

2014 2013
LL million LL million
Cash on hand 228,866 273,430
Balances with the Central Bank of Lebanon:
- Current accounts 637,817 578,304
- Time deposits 5,710,490 4,461,128

6,348,307 5,039,432

Balances with Central Banks in oth@yuntries:

- Current accounts 406,648 428,564
- Time deposits 15,490 23,000
422,138 451,564

Accrued interest receivable 49,474 45,504

7,048,785 5,809,930
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19 CASH AND BALANCES WITH CENTRAL BANKS (continued)
Obligatory reserves:

- In accordance with the Centr al Bank ohLelharonpasonos
required to deposit with the Central Bank of Lebanon an obligatory reserve calculated on the basis of 25% of
sight commitments and 15% of term commitments denominated in Lebanese Lira. This is not applicable for
investment banks which are exgt from obligatory reserve requirements on commitments denominated in
Lebanese Lira. Additionallyall banks operating in Lebanon are required to deposit with the Central Bank of
Lebanon interedbearing placements representing 15% of total depositsréigfocurrencies regardless of
nature. Obligatory reserve requirements for banks operating in Lebanon and the related covering time deposits
and current accounts amountedlio 2,476,029million and LL 2,557,673 million respectively as at 31
Decembef014 (2013: LL 2,349,275million and LL 2,390,35@million respectively).

- Subsidiary banks and branches operating in foreign countries are also subject to obligatory reserve requirements
determined based on the banking rules and regulations of the countvigdcinthey operate. As of 31
December 204, obligatory reserve requirements for banks operating in foreign countries and the related
covering time deposits, current accounts and cash on hand amounteti®,0@0million (2013: LL 119,680
million).

20 DUE FROM BANKS AND FINANCIAL INSTITUTIONS

2014 2013
LL million LL million

Banks:
- Current accounts 1,506,564 987,038
- Time deposits 1,385,453 2,310,245
- Accrued interest receivable 834 917
- Doubtful bank accounts 2,038 2,377
- Provision fordoubtful bank accounts (2,038) (2,377)

2,892,851 3,298,200

Financial institutions:

- Current accounts 9,982 52,243

- Cash margins - 710
9,982 52,953

Registered exchange companies:

- Current accounts 8,027 665

- Doubtful exchange companies accounts 1,922 2,259

- Provision for doubtful exchange companies accounts (1,922) (2,259)
8,027 665

Brokerage companies:
- Current accounts 2,419 1,496

2,913,279 3,353,314
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20 DUE FROM BANKS AND FINANCIAL INSTITUTIONS (continued)

Doubtful banks and registered exchange companies
Following is the movement in the provisions for doubtful banks and registered exchange companies during the
year:

2014 2013

Registered Registered

exchange exchange
Banks companies Total Banks companés Total
LL million LL million  LL million LL million LL million LL million
Balance at 1 January 2,377 2,259 4,636 3,193 2,259 5,452
Write-back (note 1% (109) (337) (446) (897) - (897)
Exchange difference (230) - (230) 81 - 81
Balance at 31 December 2,038 1,922 3,960 2,377 2,259 4,636

21 LOANS TO BANKS AND FINANCIAL INSTITUTIONS AND REVERSE REPURCHASE

AGREEMENTS
2014 2013
LL million LL million
Loans to banks and financial institutions 359,000 583,163
Accrued interest receivable 993 2,395
359,99 585,558
Discounted acceptances 34,89 31,286
Interest recefed in advance (1,271) (1,978)
33,719 29,308
393,712 614,866
22 FINAN CIAL ASSETS GIVEN AS COLLATERAL

2014 2013
LL million LL million

Treasury bills mortgaged in faww of the Central Bankf Lebanon, at
amortized cost 6,915 6,915
Accrued interest receivable 90 90
7,005 7,005

The balance represents treasury bills pledged as collateral for loans obtained fromttheBaek of Lebanon
during 2010 (not&2).
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23 DERIVATIVE FINANCIAL INSTRUMENTS

The table below shows the fair values of derivative financial instruments, recorded as assets @sliabiliti
toget her with their notional amount s. The notional :
underlying asset, reference rate or index and is the basis upon which changes in the value of derivatives are
measured. The notional amounts gate the volume of transactions outstanding at the year end andither

indicative of the market risk nor the credit risk.

Credit risk in respect of derivative financial instruments arises from the potential for a counterparty to default on
its contratual obligations and is limited to the positive market value of instruments that are favorable to the
Group.

2014 2013

Notional Notional
Assets Liabilities amount Assets Liabilities amount
LL million LL million LL million LL million LL million LL million

Held for trading
Currency swaps 167 155 315,869 1,684 1,673 308,670
Forward foreign exchange contracts 6,548 5,272 304,771 2,140 1,390 154,549
6,715 5,427 620640 3,824 3,063 463,219

Forwards
Forwards are contractual agreements to buy or sell a specified financial instrument at a specific price and date in
the future. Forwards are customizcontractsransacted in the oviethel counter market.

Swaps

Swaps are contractual agreements between two parties to exchange streams of payments over time based on
specified notional amounts, in relation to movements in a specified underlying index such asean riate,

foreign currency rate or equity index.

In a currency swap, th&roup pays a specified amount in one currency and receives a specified amount in
anothercurrency. Currency swaps are mostly grasstied.

Derivative financial instruments held or issued for trading purposes

Mo s t of the Groupbdbs derivative trading activities r¢
transations with other counterpartie8lso included under this classification are any derivatives entered into for

risk management purposes that do not meet the hedge accounting criteria.

24 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2014 2013

LL million LL million

Lebanese government bonds 113,672 104,979
Certificates of deposit issued by ther@ral Bank of Lebanon 3,190 329
Other debt securities 2,068 19,175
Quoted equity instruments 35,942 32,964
Other foreign government bonds 710 -
155,582 157,447
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25 NET LOANS AND ADVANCES TO CUSTOMERS AT AMORTIZED COST

2014 2013

LL million LL million
Commercial loans 5,173,799 4,94 009
Consumer loans 2,398,641 2,260,967

7,567,440 7,2@,976
Less:
- Individual impairment allowances (222,680) (213,603)
- Collective impairment allowances (148,135) (130,669)
- Unrealized interest (97,4@) (81,854)

7,099,163 6,776,850

Bad loans and related pisions and unrealized interest which fulfill certain requirements have been transferred to
off financial position accountsThe gross balance of these loans amounted tc®6@PR12 million as of 31
December 204.(2013: LL 59,81 7million).

Movement of unrdaed interest osubstandardjoubtful and bad loans during the yeeas as follows:

2014
Commercial  Consumer
loans loans Total
LL million LL million LL million
Balance at 1 January 81,565 289 81,854
Add (less):
- Unrealized interest fdhe year 30,850 35 30,885
- Amounts transferred from off financial position 114 - 114
- Recoveries (note )4 (6,257) - (6,257)
- Amounts written off (3,714) - (3,714)
- Difference of exchange 5,41 (79) (5,420
Balance at 31 December 97,27 245 97,4&
2013
Commercial Consumer
loans loans Total
LL million LL million LL million
Balance at 1 January 70,963 385 71,348
Add (less):
- Unrealized interest for the year 29,104 82 29,186
- Amounts transferred from off financial position 4,125 - 4,125
- Recoveries (note 14 (9,163) - (9,163)
- Amounts written off (8,771) - (8,771)
- Difference of exchange (4,693) (178) (4,871)
Balance at 31 Deember 81,565 289 81,854
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25 NET LOANS AND ADVANCES TO CUSTOMERS AT AMORTIZED COST (continued)

Movement of théndividualimpairmentallowancegluring theyear was as follows:

Balance at 1 January

Add (less):

- Charge for the year (nofiet)

- Amounts written off

- Recoveries (note 14

- Transfer from off financial position

- Transferfrom collective impairment allowances
- Difference of exchange

Balance at 31 December

Gross amount of loans individually determined to be impa

Balance at 1 January

Add (less):

- Charge for the year (note 14)

- Amounts written off

- Recoveries (note 14

- Transgkr from off financial position

- Transfer from collective impairment allowances
- Difference of exchange

Balance at 31 Decersb

Gross amount of loans individually determined to be impa

Movement of the collective impairment allowances during tiae yas as follows:

Balance at 1 January

Add (less):

- Charge for the year (note 14

- Amounts written off

- Recoveries (note 14

- Transferto individual impairment allowances
- Difference of exchange

Balance at 31 December

2014
Commercial Consumer
loans loans Total
LL million LL million LL million
168,202 45,401 213,603
16,428 8,316 24,744
(1,68) (42) a,727)
(18,951) (4,427) (23,378)
592 - 592
(108) 25,377 25,269
(15,185) (1,238) (16,423)
149,293 73,387 222,680
312,251 105,382 417,633
2013
Commercial Consumer
loans loans Total
LL million LL million LL million
136,364 31,414 167,778
70,670 16,987 87,657
(5,203) (296) (5,499)
(23,621) (1,945) (25,566)
2,588 120 2,708
4,330 - 4,330
(16,926) (879) (17,805)
168,202 45,401 213,603
304,077 54,443 358,520
2014
Commercial Consumer
loans loans Total
LL million LL million LL million
98,413 32,256 130,669
45,726 4,098 49,824
(447 - (447
(1,750) - (1,750)
108 (25,377) (25,269)
(4,772) (120) (4,892)
137,278 10,857 148,135
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25 NET LOANS AND ADVANCES TO CUSTOMERS AT AMORTIZED COST (continued)

2013
Commercial Consumer
loans loans Total
LL million LL million LL million
Balance at 1 January 81,191 31,542 112,733
Add (less):
- Charge for the year (note 14 26,536 904 27,440
- Transfer from commercial to consumer (795) 795 -
- Transfer to individual impairment allowances (4,330) - (4,330)
- Difference of exbange (4,189) (985) (5,174)
Balance at 31 December 98,413 32,256 130,669
26 FINANCIAL ASSETS AT AMORTIZED COST
2014 2013
LL million LL million
Lebanese government bonds 5,673,700 5,185,252
Certificates of deposit issued by the Central Bank of Lebanon 3,913,360 4,239,042
Other foreign government bonds 134667 129,695
Other debt securities 539,966 649,266
10,261,693 10,203,255
Less: colletive impairment allowances (1,574) (5,062)
10,260,119 10,198,193
The movement in the collective impairmeatibwancesiuring theyearwas as follows:
2014
Other debt
securities Total
LL million LL million
Balance at 1 January 5,062 5,062
Write-back during the year (nofied) (4,000) (4,000)
Charge for the year (nofet) 513 513
Exchange difference ) (1)
Balance at 31 December 1,574 1,574
2013
Other debt
securities Total
LL million LL million
Balance at 1 January 5,487 5,487
Write-back during the year (note 14 (1,419) (1,419)
Charge for the year (note 14 1,000 1,000
Exchange difference (6) (6)
Balance at 31 December 5,062 5,062
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27 FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2014 2013

LL million LL million

Quoted shares 50,986 43405
Unguoted shares 47,732 43,490
98,718 86,895

The table below details tHmancial assetat fair value through other comprehensive income 84 &lecember

2014 2013
Cumulative Cumulative
Carrying fair value  Dividend Carrying  fairvalue Dividend
amount changes income amount changes  income
LL million  LL million LL million LL million  LL million LL million
Unquoted shares:
Banque de | 6Habit 24,430 19,242 458 22,538 17,320 454
Intra Investment Company SAL 17,591 4,567 - 17,591 4,567 583
Interbank Payment Network (IPN) SA 1,345 342 85 1,345 342 106
Arab Trade Financing Program 2,118 626 - 1,492 - -
Liquidity Management Fund Bank 1,431 - - - -
Others 817 368 - 554 105 1
Quoted shares:
Jordan Ahli Bank 50,986  (29,428) 2,193 43,405  (37,009) -
98,718 (4,283 2,736 86,895 (14,675) 1,144

Dividend income amounted td. 2,736million for the year ended 31 December 2¢2013: LL 1,144million)
and resulted from equity instruments held at year endX2b& same).

28 PROPERTY AND EQUIPMENT

Furniture
Motor and Advance
Buildings vehicles  equipment Deposits  payments Total
LL million  LL million LL million  LL million  LL million LL million
Cost:
At 1 January 204 238,467 2,824 219,077 719 579 461,666
Additions 10,015 145 12,633 1 1,040 23,834
Transfers - - 70 3 (73) -
Disposals - (157) (3,897) - - (4,054)
Foreign exchange difference (5,288) (123) (4,094) (20) - (9,525)
At 31 DecembeR014 243,194 2,689 223,789 703 1,546 471,921
Depreciation:
At 1 Januan2014 50,126 2,401 165,909 - - 218,436
Depreciation during the year 5,036 185 19,661 - - 24,882
Related to disposals - (83) (3,809) - - (3,892)
Foreign exchnge difference (593) (113) (3,178 - - (3,8%)
At 31 DecembeR014 54,569 2,390 178,583 - - 235,52
Net carrying value:
At 31 DecembeR014 188,625 299 45,206 703 1,546 236,30
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28 PROPERTY AND EQUIPMENT (continued)

Furniture
Motor and Advance
Buildings vehicles  equipment Deposits payments Total
LL million  LL million LL million  LL million  LL million LL million
Cost:
At 1 January 2013 246,383 3,512 209,667 686 3,535 463,783
Additions 71 7 17,970 26 600 18,674
Transfers 3,707 - 24 - (3,731) -
Disposals - (459) (1,082) - (13) (1,554)
Foreign exchange difference (11,694) (236) (7,502) 7 188 (19,237)
At 31 December 2013 238,467 2,824 219,077 719 579 461,66
Depreciation:
At 1 January 2013 45,729 2,683 149,977 - - 198,389
Depreciation during the year 5,278 234 21,706 - - 27,218
Related to disposals - (357) (981) - - (1,338)
Foreign exchange difference (881) (159) (4,793) - - (5,833)
At 31 December 2013 50,126 2,401 165,909 - - 218,436
Net carryng value:
At 31 December 2013 188,341 423 53,168 719 579 243,230

The cost of buildings at 31 December 2Gihd 203 include the evaluation differences of properties valued
during prior years in accordance with law 282 dated 30 December 1993, and approved by the Central
Committee of the Bank of Lebanon.

Revaluation differences on property and equipment reflected as revaluation reserve of real estate in equity
amounted to LL 5,689 millioas at 31 December 2012013: the same) (noté4).

29 INTANGIBLE ASSETS

2014 2013
LL million LL million
Cost:
At 1 January an81 December 2,303 2,303
Accumulated amortization:
At 1 January 1,492 1,333
Amortization expense for the year 159 159
At 31 December 1,651 1,492
Net carryingvalue:
At 31 December 652 811
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30 ASSETSOBTAINED IN SETTLEMENT OF DEBT

2014 2013
LL million LL million
Cost:
At 1 January 41,538 38,361
Additions 2,563 5,687
Disposals (2,265) (2,510)
At 31 December 41,836 41,538
Impairment:
At 1 January and 31 December (5,159) (5,159)
Net carrying value:
At 31 December 36,677 36,379

Advance payments received in connection with future sale transactioh® fabdve assets amounted to2,220
million as of 31 December 2@12013: LL 1,246 million) (note 3).

31 OTHER ASSETS

2014 2013

LL million LL million

Obligatory deposits a 16,047 16,658
Other assets b 83,150 75,891
Deferred tax assefgsote 17 7,583 15,286
Doubtful debtor accounts 37 37
106,817 107,872

Less: Allowance for credit losses (37) (37)
106,780 107,835

a) Obligatay depositsconsist of depositat a percentagef the share capital acfubsidiary bankthat were
blocked at incorporation as a guarantee with dla¢horities. Thee deposis shall be returned to the
subsidiary bankwithout any interest upon liquidatiaf their activities.

b) Other assetsomprise of the following:

2014 2013

LL million LL million

Prepaid rent 2,585 3,778
Printings and stationery 2,746 3,835
Credit card balances due from customers 14,947 13,071
Insurance premiums receivable 3,687 3,558
Rei nsur er sé s h asdsulsidiary irserdnceicanaanie 32,918 27,709
Receivables from the Nation&bcial Security Fund 8,672 6,692
Other debit balances 17595 17,248
83,150 75,891
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32 DUE TO CENTRAL BANKS

2014 2013

LL million LL million

Current accounts 2,905 1,058
Time deposi 6,370 6,736
Loans due to the Central Bank of Lebanon 60,640 41945
Loan due to the Central Bank of Armenia 1,160 1,314
Accrued interest payable 71 449
71,146 51,502

Loans due to the Central Bank of Lebanon:

- During 2013, the Bank signed a credit agreement \uighGentral Bank of Lebanon based on the pronis
of Decision no. 6116 dated 7 March 1996 relating to the facilities which can be granted by the Central Bank
of Lebanon to banks. The loan amounted to33,725million as of 31 December 2@1(2013: LL 35,30
million). The Bank pledged as collateral against this loan, certificates of representation signeBdnid s
customers.

- During 2010, the Bankbtained 3 loans from the Central Bank of Lebanon to finance custometgaffsc
July 2006 warThese loas were originally granted in the amount of LL 8,814 million, out of which LL 1,895
matured during 2013These loans are secured by the pledge of Lebanese treasury bills amounting to LL
6,915 million included under financial assets given @tateral as 631 December 20142013: LL 6,915
million) (note 2).

33 DUE TO BANKS AND FINANCIAL INSTITUTIONS

2014 2013
LL million LL million
Banks:
- Current accounts 140,805 187,405
- Time deposits 309,787 673,911
- Term loans 164,164 165,929
- Cash maris 80,099 129,748
- Accrued interest payable 4,170 5,370
699,025 1,162,363
Financial institutions:
- Current accounts 5,597 3,993
- Term loans 167,10 198,095
- Time deposits 29,871 25,879
- Accrued interest payable 1,323 1,959
203,88 229,926
Registered exchange companies:
- Current accounts 1,272 108
- Time deposits 6,747 131
- Accrued interest payable 7 -
8,026 239
Brokerage institutions:
- Current accounts 224 34
911,173 1,392,562
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34 CUSTOMERS®6 DEPAMORIZED BOST

2014 2013

LL million LL million

Current accounts 3,264,13¢ 3,353,03C
Term deposits 18,986,96¢ 17,438,400
Cash margins 1,004,70¢ 1,044,99¢
Accrued interest payable 121,981 113,756

23,377,78¢ 21,900,185

Customersd6 deposits include c3,t06riliod@mpfo3s Decembec2ddb unt s a
(2013: LL 35,6% million).

35 DEBT ISSUED AND OTHER BORROWED FUNDS

Interest

Maturity rate 2014 2013
% LL million LL million

Certificates of deposit
Issue 2009 Second Series 31/03/2014 7.25 - 60,978
Accrued interest payable - 12
- 60,990

Bonds (*)

Issue 2011 24/06/2021 7.00 444,771 444,884
Accrued interest payable 616 615
445,387 445,499
445,387 506,489

(*) The Bank has undertaken not to use any of the proceeds of the issue in Sudan, Syria or Democratic
Repuliic of Congo.The Bank shall pay interest on the bonds without deduction or withholding for taxes.
The bonds are redeemable, in whole or in part, at the option of the Bank at any time after the first
anniversary of the issue date the event of changen the Lebanese tax law that will result in taxes on
interest on the bonds in excess of the current applicablatax
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36 OTHER LIABILITIES

2014 2013
LL million LL million
Accruedexpenses 36,854 40,179
Fixed assets suppliers 674 2,637
Unearned commission and interest 5,531 6,283
Cash margins related to companies under establishment 1,653 1,854
Insurance premiums received in advance 2,735 2,760
Payables to the National Soctécurity Fund 1,989 1,939
Advance payments linked to assets obtained in settlement of deb8Qhote 2,220 1,246
Current tax liability (a) 63,996 54,142
Deferred tax liability Gote17) 3,369 2,748
Bankersd check - 27,135
Put options on an-controlling interests (note)6 22,425 25,995
Other creditors 22,457 28,786
163,98 195,704
@) Current tax liability
2014 2013
LL million LL million
Income tax due (note )17 50,219 42,275
Withholding tax orsalaries 2,026 2,132
Withholding tax on interest earned by customers 8,224 7,121
Value added tax 170 386
Other taxes 3,357 2,228
63,996 54,142
37 PROVISIONS FOR RISKS AND CHARGES
2014 2013
LL million LL million
Technical reserves of insurance subsidiaries 90,074 84,916
Empl oyeesd end of service benefit 46,320 40,606
Other provisions (b) 9,035 12,853
145,429 138,375

(@ Emp | oy e efsdviceberkfits

The Bank hastwo defined benefit plans covering substantially all of its employees. The first requires
contributions to be made to the National Social Security Fund. The entitlement to and level of these end of
service benefits providede pends on the employeesd6 | ength of servi
paid to the National Social Security Fund and other requirements outlined in the Ldtebmaskeaw. Under the

second plan, no contributions are required to be made, leowefixed end of service lump sum amount should

be paid for long service employees. The entitlemerdndlevel of these end of service benefits provided
depends on the employeesd |l ength of servicethet he
Wor ker sd Col | e c t-af-sewice benefits bneepldyees at fereigh branches and subsidiaries are
accrued for in accordance with the laws and regulations of the respective countries in which the branches and
subsidiaries are located.

e mg
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37 PROVISIONS FOR RISKS AND CHARGES (continued)

(@ Provision for empl oy(eomticudd) end of service benefits
Movement in the provisiofore mpl oyeesd® end of serwadasfelosenef i ts dur.i

2014 2013
LL million LL million
Balance at 1 January 40,606 38,286
Costs charged to the income statement (nbje 1
Service costs 5,324 3,574
Past service costs - 1,976
Net interest 3,222 3,254
8,546 8,804
Remeasurement (gains) losses in other comprehensive income:
Actuarial changes arising from changes in economic assumptions - 420
Experience adjustments (977) (3,161)
(977) (2,741)
End of servie benefis paid during the year (1,816) (3,748)
Foreign exchange (39) 5
Balance at 31 December 46,320 40,606

Defined benefit plans in Lebanon constitute more 8@ of t he Gr oup 6 s Theerirtipal e me n t
assumptioaused in detenining the end of servicdenefitobligationsof these planare shown below:

2014 2013
Economic assumptions

Discount rate 8.5% 8.5%
Future salary increase 5.5% 5.5%
Future expected return on contributions 5.0% 5.0%
Bonus Last 2-years average Last2-yeals average
as a % of basic as a % of basi

Demographic assumptions
Retirement age Earliest of 64 or completion Earliest of 64 or completio
of 20 contribution years of 20 contribution year
Mortality rate None None
Turnover rate 2.0% 2.0%
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37 PROVISIONS FOR RISKS AND CHARGES (continued)

A quantitative sensitivity analysis as a result of an increase/decrease of 50 basis points in the tsignifican
assumptions as at 31 DecemBed4is shown as below:

Future expected return on

Discount rate Future salary increase contributions
increase decrease increase decrease increase decrease
LL million LL million LL million LL million LL million LL million
Impact on net definedbenefit
obligations
2014 (1,421) 1,531 2,763 (2,611) (1,195) 1,154
2013 (1,390) 1,501 2,663 (2,514) (1,127) 1,087

The sensitivity analyses above have been determined based on a methodrapatades the impact on net
defined benefit obligation as a result of reasonable changes in key assumptions occurring at the end of the
reporting period.

(b) Other provisions
Movement in other provisions during the year was as follows:

2014 2013

LL million LL million

At 1 January 12,853 10,338

Charge for the year (noté) 645 4,190

Write back during the year (not&)1 (751) (145)

Write off during the year (2,641) -

Foreign exchange (1,071 (1,530)

At 31 December 9,035 12,853
38 SUBORDINATED DEBT

2014 2013

LL million LL million

Nominal value 441,520 441,697

Unamortized discount (27,022) (29,405)

Accrued interest payable 82 76

414,580 412,368

On 21 DecembeR012, the Bank signed a US®0 million subordinated loan agreement with an international
financial institution, whereby the latter acted as an issuer of308#illion subordinated notes convertible into
Byblos Bank SAL sharesr GDR&s according to the following ter ms:

Number of notes: 30,000
Notebs issue pUISLOHO0
Not eds nomi nal US$40,000e :
Date of issue: 21 December 2012

56



Byblos Bank SAL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DecembeR014

38

Maturity:

Interest rate:

Rights of holders:

SUBORDINATED DEBT (continued)

21 December 2022, subject to the earlier conversion of these notes, in whole
n part, i
share or US$ 125 per GDR
Contractual interest rate of 6.5% payatgeniannually.
The noteholder has the right to convert all or portion of the subordinated notes

or i

into

Bybl os

share or US$ 125 per GDR.

nt o

Bank

By bl

SAL

0s

shares

Bank

SAL

obpe6GDRG6 s

shar e:

at

The convertible subordinatéolan (net d subordinated notes held by a consolidated subsidiary) were recorded at
issuance as follows

LL million
Nominal value of convertible bonds 441,520
Equity component (31,618)
Liability component 409,902
The equity componénof the convertible subordinatddani s r ecor ded i n-distilmuablet y
reserved ( AOht e
39 SHARE CAPITAL
2014 2013
No of Share Share No of Share Share
shares capital  premium shares capital  premium
LL million LL million LL million LL million
Common shares 565,515,040 684,273 229,014 565,515,040 684,273 229,014
565,515,040 684,273 229,014 565,515,040 684,273 229,014
Preferred shares
- Series 2008 2,000,000 2,420 295,154 2,000,000 2,420 295,154
- Series 2009 2,000,000 2,420 295,929 2,000,000 2,420 293,517
4,000,000 4,840 591,083 4,000,000 4,840 588,671

The capital of the Bank is divided into 569,515,040 shares of LL 1,210 each fully pal] {20 $amg

Preferredshares

i) Series 2008 Raferred Shares
On 15 August 2008, and based on the decision of the extraordinary general assembly held on 18 July 2008, the
Bank issued Series 2008 preferred shares, according to the following terms:

Number of shares:

Shar eds
Shar eds
Issue premium :

2,000,000
i ssue US$100
nomi nelLL21,200

US$ (000) 195,790 (equivalent to LL 295,154 million) calculated in US¢
the difference between the total issue of US$ (000) 200,000 and the tot
value of the issue amounting to LL 2,400 milliondaafter deducting
issuance commission for the issue amounting to US$ (000) 2,618.
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39 SHARE CAPITAL (continued)

Preferred shares (continued)

i) Series 2008 Preferred Shares (continued)

Benefits: Nonrcumulative annual dividends of US$ 8.00 per share, subject tc
availability of nonrconsolidated distributable net profits.

Repurchase right: Redeemable (at a date subsequent to the approval of 2013 accounts

general assembly) ateh Bankdés option at the
but unpaid distributions for all the years preceding the year of the call,
the condition that at least 25% of the original number of the preferred s
are called each time.

In 2009, the par vak of series 2008 preferred shares was increased from LL 1,200 to LL 1,210.
ii) Series 2009 Preferred Shares

On 4 September 2009, and based on the decision of the extraordinary general assembly held on 1 August 2009,
the Bank issued Series 2009 preferskdres according to the following terms:

Number of shares: 2,000,000

Shareds i ssueUS$96

Sharebds nomirLL1,210

Issue premium : US$ (000) 188,313 (equivalent to LL 283,881 million) calculated in US$ a:
difference between the tdtidsue of USE000) 192,000 and the total par val
of the issue amounting to LL 2,420 million and after deducting issu
commissions of US$ (000) 2,082

Benefits: Non-cumulative annual dividends of US$ 8.00 per share, subject tc
availability of nan-consolidated distributable net profits.

Repurchase right: Redeemable (at a date subsequent to the approval of 2014 accounts
gener al assembly) at the Bankébés o

distributions for all the years precedirtgtyear of the call, with the conditic
that at least 25% of the original number of the preferred shares are calle
time.

During 204, the Bank transferred LL 2,412 million from retained earnings to the share premium on Series
2009 preferred sharg¢2013: LL 2,412 million) for the difference between the redemption price and the issue
price.

Listing of shares
As of 31 De c eshalesvere listdibs folBvesn k 6 s

2014 2013
Stock exchange No of shares No of shares
Ordinary shares Beirut 502644,196 501,304,190
Global depository receip(¥) London SEAQ and Beiru 1,257,417 1,284,217
Preferred shares Beirut 4,000,000 4,000,000

* Global Depository Receipts (GBRs ) c an b e of 59 €ammah Slsates par omed&DR o
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40 NON DISTRIBUTABLE RESERVES

Equity
component o Reserve fo
Reserve: convertible  general
Legal forcapital subordinatec  banking Other
reserve increase debt risks reserves Total
LL  LL million LL million LL million  LL million LL million
million
Balance at 1 Janua?p14 225,923 54,659 31,618 209,994 150,124 672,318
Appropriation from retained earnings 21,443 7,334 - 34,131 13,856 76,764
Net loss on sale of treasury shares - (203) - - - (203
Balance at 31 Decemb2014 247,366 61,790 31,618 244,125 163,980 748,879
Balance at 1 January 2013 200,820 49,645 31,618 179994 106,068 568,145
Appropriation from retained earnings 25,103 5,289 - 30,000 44,056 104,448
Net loss on sale of treasury shares - (275) - - - (275)
Balance at 31 December 2013 225,923 54,659 31,68 209,994 150,124 672,318

Legal reserve

According to the Lebanese Code of Commerce and t€titke ofMoney and Credjtthe Bank is requiretb
transfer 10% of their annual net profit to a legal resein addition, subsidiaries and branches are also subject
to legal reserve requirements based on the rules and regulations of the countries in which they Dpisrate.
reserve cannot be distributed as dividends

During 204, the Group appropriated L21,443million from 2013 profits to the legal reserve (2811LL 25,103
million).

Reserves for capital increase

This represents regulatory reserves constituted in accordance with circulars issuedCeyttheé Bank of
Lebanon and thBanking Control Comnsision. These reserves cannot be distributed as dividends and comprise
the following:

2014 2013

LL million LL million

Reserve equivalent to gain on sale of assets acquired in settlement of d 29,595 23,971
Reserve equivalent to provisions recme 9,737 9,737
Reserve against assets obtained in settlement of debt 12,833 11,123
Reserve against realized gain from liquidation of fixed position 8,870 8,870
Others 755 958
61,790 54,659

Reservedr general banking risks

According to theCentralBank of Lebanon regulations, banks are required to appropriatetfigmannual net
profit a minimum of 0.2% and a maximum of 0.3% of totsk weighted assets and off statement of financial
position itens based on rates specified by fBentral Bank of Lebanon to cover general banking risks. The
consolidated ratio should not be less than 1.25% of these risks at the end of yeatAean@®% at the end of
year twenty 2027). This reserve cannot be dibuted as dividends.

The appropriation ir2014 from the profits of the yea2013 amounted to LL34,131 million (2013: LL 30,000
million).
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40 NON DISTRIBUTABLE RESERVES (continued)

Otherreserves
Other reserves consist of the following:

- During 2013, the Group transferred an amount of LL 31,077 million from retained earnings to other reserves
related to the subordinate debt

- Nondistributable reserves of subsidiaries appropriated frotinesl earnings as required by the laws
applicable in the countries in which they operate. Duringt20te Group transferred an amountbf 13,856
million from retained earnings to other reserves in this respec3:(20112 979 million).

As of 31 Decerber 2014 A Ot h esrd ri enscd ruvdee 87,@32ndlliov reamtaimmedl by the subsidiary
Byblos Bank Europe to meet severajdelimits and requirement2@13: LL 82,534million).

41 DISTRIBUTABLE RESERVES

2014 2013

LL million LL million

General reserves 90,521 91,831
Other capital reserves 5,422 5,422
95,943 97,253

General reserves
The Group appropriates general reserves from its retained earnings to strengthen it leguitgvemenin
general resengduring the year was as follows:

2014 2013

LL million LL million

At 1 January 91,831 94,237
Appropriationto / from retained earnings (2,309) 3,346
Impact from derecognition of necontrolling interests (not&) 999 (5,752)
At 31 December 90,521 91,831

Other capital reserves

2014 2013

LL million LL million

Premium on capital increase of Byblos Bank Armenia CJSC 1,026 1,026
Premium on capitahicrease of Byblos Bank Africa 4,396 4,396
5,422 5,422
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42  OTHER EQUITY INSTRUMENTS

On 12 July 2@0, Byblos Bank SAL issued¥ ear notes (A3 Years Byblos Bank
US$ 9,936,000 (equivalent to LL 14,979 million) according to the following terms:

Number of notes: 46

Principal of one note: US$ 216,000

Issuing price: 100%

Total issue: US$ 9,936,000 (equivalent to LL 14,979 million).

Annual return : 3% per year payable on a monthly basis plus any dividend paid on Byblos

commonshares during the period preceding the payments of the notes on the t
120,000 shargser note.

Maturity: 12 July 2013

Prepayment: The Bank has the right to redeem the notes before maturity on an annual ba
only within 30 days following the Anml Ordinary General Meeting c
Shareholders. In such case, thenB shall pay in adiibn to the principal amount o
the Note and the return, a bonus of 6% on the principal of the note

Settlement: At maturity, and at its discretion, the Bank shall either settle 120,000 Byblos
common shares per note (calculated on the basis tka price of US$ 1.8 pe
share) or the principal amount of the note in addition to a bonus of 6%.

At maturity, on 12 July 2013, the Bank settled the notes through a transfer of 5,528:300ytcommon shares
(note 8).
43 TREASURY SHARES

Movementof treasury shares recognized in the statement of financial position for th@@&dend2013was as
follows:

Year ended 31 Decemb2014

Common shares Global Depository Receipts

No. of shares Amount No. of shares Amount

US$(000) US$(000)

At 1 Januan2014 3,022,602 5,418 14,812 1,252
Acquisitions of treasury shares 88,940 143 2,061 155
Sales of treasury shares (1,064,116) (2,909) (9,600) (797)
At 31 Decembe2014 2,047,426 3,652 7,273 610
Total treasury shares in LL million 6,425

Year ended 31 Decembzd13

Common shares Global Depository Receipts
No. of shares Amount No. of shares Amount
US$(000) US$(000)

At 1 January @13 8,609,221 15,633 13,407 1,151
Acquisitions of treasury shares 253,919 386 1,405 101
Sales of treasury shares (320,538) (573) - -
Settlement of other equity instruments (ndg 4 (5,520,000) (10,028) - -
At 31 December 2013 3,022,602 5,418 14,812 1,252
Total treasury shares in LL million 10,054
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44 REVALUATION RESERVE OF REAL ESTA TE

2014 2013

LL million LL million

Revaluation reserve accepted in Tier Il capital 1,978 1,978
Revaluation reserve not accepted in Tier Il capital 3,711 3,711
5,689 5,689

45 CHANGE IN FAI R VALUE OF FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

Movement of the change in fair value of financial assets at fair value through other comprehensive income during
the year was as follows:

2014 2013

LL million LL million

At 1 January (16,644) (23,634)

Net changes in fair values during the year 10,392 8,222

Net changes in deferred taxes (1,546) (1,232)

Difference on exchange 265 -

Balance at 31 December (7,533) (16,644)
46 CASH AND CASH EQUIVALENTS

2014 2013

LL million LL million

Cash and balances with central banks 2,414,18€ 2,144,861

Due from banks and financial institutions 2,798,622 3,276,128

5,212,80€ 5,420,984

Less: Due tdanks and financial institutions (551,625 (956,992)

Less: Due to central banks (9,940) (8,207)

Cash and cash equivalents at 31 December 4,651,243 4,455,78¢

47 RELATED PARTY TRANSACTIONS

Parties are awidered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operation decisions, or one other party controls both. The
definition includes subsidiaries, key n@yement personnel and their close family members, as well as entities
controlled or jointly controlled by them.

A list of the Group6s pr édransgeteons bedwedn she Bankaand ite subsidiagiess h o wn
meet the definition of rated party transactions. However, where these are eliminated on consolidation, they are not
di sclosed in the Groupébdés financial statements.
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47  RELATED PARTY TRANSACTIONS (continued)

Key management personnel are defined as those persons having authority and responsibility for planning, directing
and controlling the activities of th8roup directly or indirectly, including the Directors and the Officers of the

Group.

Loans to related pads, (a) were made in the ordinary course of business, (b) were made on substantially the
same terms, including interest rates and collateral, as those prevailing at the same time for comparable

transactions with others and (c) did not involve more thamrana risk of collectability or present other

unfavorable features.

Rel ated party balances included in the

2014

LL million

Loans and advances 28,033
Deposits 312,813
Debt issued and other borrowed funds 2,025
Subordinated debt 19,672
Guarantees received 15,627
Guarantees given 8
Commitments (including acceptances) 6,756

Groupds

2013
LL million

23,732
264,477
2,312
19,672
11411
8

8,068

staten

Related partytransactionsncluded int he Gr o u p tatement mre asrfellows for the year ended 31

December:
2014 2013
LL million LL million
Interest income on loans 1,319 1,121
Interest expense on deposits 13,175 11,334
Interest expense on debt issued and other borrowed funds 142 162
Interest expense on subordinated debt 1,265 1,265
Rent expense 544 544

In addition to the above:

- Due to banks and financial institutions include loans from rélpgaties amounting to LL 62,00illion
as of 31 December 2014 (2013 69,357 million) on which interest of LL2,139 million (2013 LL

2,158million) was paid.

- Due from banks and financial institutions include balances with a related party amounting to LL 10,889

million as of 31 December 2014 (2013: nil)

- Loans to banks and finantiastitutions and reverse repurchase agreements include loan to a related party
amounting to LL 9,986 million as of 31 December 2014 (2013: nil) on which interest and commissions of

LL 145 million (2013: nil) were received.

Compensation of the Key Managment Personnel of the Group

2014 2013
LL million LL million
Shortterm benefits 17,407 11,945

! Shortterm benefitgomprise of salaries, bonuses, prefitaring, attendance fees and other skertn benefits to Key Management

Personnel
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48 CONTINGENT LIABILITIES, COMMITMENTS AND LEASING ARRANGEMENTS

Credit-related commitments and contingent liabilities

To meet the financial needs of customers, the Group enters into vadousitments guaranteesnd other
contingent liabilities, which are mainly credélated instruments including financial antherguarantees and
commitments to extend crediven though these obligations may not be recognised on the statement oéfinanci
position, they do contain credit risk and are therefore part of the overall risk of the Graupable below
discloses the nominal principal amounts of creeliated commitments and contingent liabilities. Nominal
principal amounts represent the ambat risk should the contracts be fully drawn upon and clients defeaudt.
significant portion of guarantees and commitments is expected to expire without being withdrawn, the total of
the nominal principal amount is not indicative of future liquidéguirements.

2014
Banks Customers Total
LL million LL million LL million
Guarantees and contingent liabilities
Financial guarantees - 185,758 185,758
Other guarantees 356,209 993,718 1,349,927

356,209 1,179,476 1,535,685

Commitments
Documentary credits 328,749 236,000 564,749
Loan commitments - 2,354,802 2,354,802

328,749 2,590,802 2,919,551

2013
Banks Customers Total
LL million LL million LL million
Guarantees and contingent liabilities
Financial guarantees - 172,986 172,986
Other guarantees 413,441 1,065,181 1,478,622

413,441 1,238,167 1,651,60¢€

Commitments

Documentary credits 442,552 342,448 785,000

Loan commitments - 2,080,962 2,080,962
442,552 2,423,410 2,865,962

Guarantees

Guaranteesire given as security to support the performance of a customer to third parties. The main types of
guarantees provided are:
1 Financial guarantees given to banks and financial institutions on behalftofrersto secure loans,
overdrafts, and other banking facilities; and
1 Otherguarantees provided include mainly performance guarantees, advance tpgyarantees and
tender guarantees.

Documentary credits
Documentary credits commit the Group to make payméo third parties, on production of documents, which
are usually reimbursed immediately by customers.

Loan commitments
Loan commitments are defined amounts (unutilized credit lines or undrawn portions of credit lines) against
which clients can borromoney undedefinedterms and conditions.
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48 CONTINGENT LIABILITIES, COMMITMENTS AND LEASING ARRANGEMENTS
(continued)

Legal claims

Litigation is a common occurrence in the banking indudtre to the nature of the business undertaken. The
Group has formal controls and policies for managing legal claims. Once professional advice has been obtained
and the amount of loss reasonably estimated, the Group makes adjustments to account farsmetests

which the claims may have on its financial standing. At year end, the Group had several unresolved legal claims.
Based on advice from legal counsel, management believes that legal claims will not result in any financial loss to
the Group.

Lease arrangements

Operating leases Group as lessee

The Group has entered into commercial leases on premises. These leases have an average life of between five
and ten yearslhere are no restrictions placed upon the lessee by entering into these leases.

Future minimum lease payments under-gancellable operating leases as at 31 December are as follows:

2014 2013

LL million LL million

Within one year 3,084 3,276
After one year but not more than five years 9,212 10,480
More than five years 11,57 12,545
23,553 26,301

Other contingencies
Tax legislation is subject to varying interpretations when being applied to financial transactions and activities.
Fiscal years from 2012 to 2014 remapea to review by the authorities.

During the past three yearSyria witnessed a period of political and civil unrest together with adverse events

which can affect the economic environment of future periods. As part of its collective provisioning process,
management performed a stress test on the loan portfolio exposed to the Syrian market risks and, as a result, the
necessary provisions were booked. The Groupds manag
evaluate tk impact of these events omegular basis.

49 ASSETS HELD IN CUSTODY AND UNDER ADMINISTRATION

2014 2013
LL million LL million
Assets held in custody and under administration 3,196,496 3,216,52¢

Assets held in custody and under administration

Cudody is the safekeeping and servicing of securities and other financial assets on behalf of clients.
Administration includes the provision of various support functions activities including the valuation of portfolios
of securities and other financial asseh behalf of clients, which complements the custody business.

50 FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair values in this note are stated at a specific date and may be different from the amounts which will
actually be paid on the maturity or settlent dates of the instrument. In many cases, it would not be possible to
realize immediately the estimated fair values given the size of the portfolios measured. Accordingly, these fair
values do not represent the value of these instruments to the Grawgpang concern.

Financial assets and liabilities are classified according to a hierarchy that reflects the significance of observable
market inputs. The three levels of the fair value hierarchy are defined below.
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50 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Quoted market pricesi Level 1

Financial instruments are classified as Level 1 if their value is observable in an active market. Such instruments are
valued by reference to adjusted quoted prices for identical assets or liabilities in active markets where the quoted
price is readily availabl e, and the price represents
length basis. An active market is one in whicnsactions occur with sufficient volume and frequency to provide

pricing information on an ongoing basis.

Valuation technique using observable input§ Level 2

Financial instruments classified as Level 2 have been valued using models whose mastnsigiiputs are
observable in an active market. Such valuation techniques and models incorporate assumptions about factors
observable in an active market, that other market participants would use in their valuations, including interest rate
yield curve exchange rates, volatilities, and prepayment and defaults rates.

Valuation technique using significant unobservable input$ Level 3

Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are not based on
observable market data (unobservable inputs). A valuation input is considered observable if it can be directly
observed from transactions in an active market, or if there is compelling external evidence demonstrating an
executableexit price.Unobservablénput levels are generally determined based on observable inputs of a similar
nature, historical observations or other analytical techniques.

Fair value measur e me nt financia asaets artd fiabiltids catrribdeat farvalue:p 6 s

2014
Valuation techniques
Quoted Observable Unobservable
market price inputs inputs
Level 1 Level 2 Level 3 Total
LL million LL million LL million LL million
Assets:
Derivative financial instruments:
Currency swaps - 167 - 167
Forward foreign exchange contracts - 6,548 - 6,548
Financial assets at fair value through profit or loss:
Lebanese government bonds 85,811 27,861 - 113,672
Certificates of deposit issued by the Central Bank
Lebanon - 3,190 - 3,190
Other debt ecurities 2,068 - - 2,068
Other foreign government bonds 710 - - 710
Quoted equity instruments 35942 - - 35,942
Financial assets at fair value through other
comprehensive income 50,986 - 47,732 98,718
Liabilities :
Derivative firancial instruments:
Currency swaps - 155 - 155
Forward foreign exchange contracts - 5,272 - 5,272
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50 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

2013
Valuation tehniques
Quoted Observable Unobservable
market price inputs inputs
Level 1 Level 2 Level 3 Total
LL million LL million LL million  LL million
Assets:
Derivative financial instruments:
Currency swaps - 1,684 - 1,684
Forward for@gn exchange contracts - 2,140 - 2,140
Financial assets at fair value through profit or loss:
Lebanese government bonds 103,144 1,835 - 104,979
Certificates of deposit issued by the Central Bank
Lebanon - 329 - 329
Other debt securities 19,175 - - 19,175
Quoted equity instruments 32,964 - - 32,964
Financial assets at fair value through other
comprehensive income 43,405 - 43,490 86,895
Liabilities:
Derivative financial instruments:
Currency swaps - 1,673 - 1,673
Forward foreign exchange contracts - 1,390 - 1,390

There were no trafers between levels during 2D(2013: the same).

Assets and liabilitiescarried at fair value using a valuation technique with significant observable inputs
(Level 2)

Derivatives

Derivative products are valued using a valuation technique with market observable inputs. The most frequently
applied valuation techniques include forward pricing and swap models, using present value calculations. The
models incorporate variouspgats including the credit quality of counterparties, foreign exchange spot and
forward rates and interest rate curves.

Government bonds, certificates of deposits and other debt securities

The Group values these unquoted debt securities using discouskteflosavaluation models where the lowest

level input that is significant to the entire measurement is observable in an active market. These inputs include
assumptions regarding current rates of interest, implied volatilities, credit spreads and bredkemnssa

Assets and liabilitiescarried at fair value using a valuation technique with significant unobservable inputs
(Level 3)

Equity shares of norlisted entities

The Groupbs strategic investments aomprehgrsivedanceanedng c | as s
are not traded in active markets. These are investments in private companies, for which there is no or only
limited sufficient recent information to determine fair value. The Group determined that cost adjusted to reflect
theinvst eebs financi al position and results since initieé

Reconciliation of fair value measurement of financial assets in unquoted equity shares:

2014 2013

LL million LL million

Balance at 1 Jaiauny 43,490 36,994
Re-measurement recognized in other comprehensive income 4,242 6,496
47,732 43,490
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50 FAIR VALUE OF FINANCIAL INSTRU MENTS (continued)

Comparison of carrying and fair values for financial assets and liabilities not held at fair value:

The fair values included in the table below were calculated for disclosure purposes only. The fair valuation
techniques and assumptiorsd cr i bed bel ow rel ate only to the fair va
measured at fair value. Other institutions may use different methods and assumptions for their fair value
estimations, and therefore such fair value disclosures cannessaily be compared from one institution to

another.

2014 2013
Fair Carrying Fair Carrying
value value value value
LL million  LL million LL million LL million

FINANCIAL ASSETS
Cash and balances with central banks 7,048,785 7,048,785 5,809,930 5,809,930
Due from banks and financial institutions 2,913,279 2,913,279 3,353,314 3,353,314
Loans to banks and financial institutions and reverse

repurchase agreement 394,072 393,712 614,970 614,866
Financial assets given as collateral 7,048 7,005 7,097 7,005
Net loans and advances to customers at amortized cost 7,096,291 7,099,163 6,770954 6,776,850
Net loans and advances to related parties at amortized cos 28,033 28,033 23,732 23,732
Financial assets at amortized cost

Lebanse government bonds 5,714,885 5,673,700 5,204,674 5,185,252

Certificates of deposit issued by the Central Bank of Leban 3,952,369 3,913,360 4,290,091 4,239,042

Other foreign government bonds 140,834 134,667 132,762 129,695

Other debt securities 553230 538,392 666,459 644,204
FINANCIAL LIABILITIES
Due to central banks 71,146 71,146 51,502 51,502
Due to banks and financial institutions 911,175 911,173 1,392,457 1,392,562
Customersd deposits at amo 23445040 23,377,789 22061,710 21970,185
Deposits from related parties at amortized cost 318,235 312,813 268,115 264,477
Debt issued and other borrowed funds 449,909 445,387 512,295 506,489
Subordinated debt 414,580 414,580 412,368 412,368

Assets and liabilities for which fair value is disclosed using a valuation technique with significant
observable inputs (Level 2) and / or significant unobservable inputs (Level 3)

Deposits with banks and loans and advances to banks

For the purpose of this disclosure there is malidifference between fair value and carrying amount of these
financial assets as they are skerim in nature or have interest rates thapniee frequently. The fair value of
deposits with longer maturities are estimated using discounted cash flowgngpmarket rates for
counterparties with similar credit quality.

Government bonds, certificates of deposits and other debt securities

The Group values these unquoted debt securities using discounted cash flow valuation models where the lowest
level inpu that is significant to the entire measurement is observable in an active market. These inputs include
assumptions regarding current rates of interest, implied volatilities, credit spreads and broker statements.

Loans and advances to customers

For the purpose of this disclosur@ many cases, the fair value disclosed approximates carrying value because
these advances are shtatm in nature or have interest rates thgpriee frequently. Théair valueof loans and
advances to customewdgth longterm maturitiesis estimated using discounted cash flows by applying current
rates for new loans granted during 20tith similar characteristics.

Deposits from banks and customers

In many cases, the fair value disclosed approximates carrying value beemgsértancial liabilities are shert

term in nature or have interest rates thapnee frequently. The fair value for deposits with lebagm
maturities, such as time deposits, are estimated using discounted cash flows, applying either market rates or
cument rates for depositsf similar characteristics.
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50 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Debt issued and other borrowed funds and subordinated debt

Fair values are determineding discounted cash flows valuation models where the inputs used are estimated by

comparison with quoted prices in an active market for similar instruments.

2014

Valuation techniques

Quoted Observable Unobsewrable
market price inputs inputs
Level 1 Level 2 Level 3 Total
LL million LL million LL million LL million
Assets for which fair values are disclosed:
Cash and balances with central banks 228,866 6,819,919 - 7,048,785
Due from banks and financial institutions - 2,913,279 - 2,913279
Loans to banks and financial institutions and reverse
repurchase agreement - 394,072 - 394,072
Financial assets given as collateral - 7,048 - 7,048
Net loans and advances to customers at amortized cos - - 7,096,29 7,096,249
Net loans and agnces to related parties at amortized cc - - 28,033 28,033
Financial assets at amortized cost:
Lebanese government bonds 2,489,495 3,225,390 - 5,714,885
Certificates of deposit issued by the Central Bank
Lebanon 7,920 3,944,449 - 3,952,369
Other foreign government bonds 140,834 - - 140,834
Other debt securities 553,230 - - 553,230
Liabilities for which fair values are disclosed:
Due to central banks - 71,146 - 71,146
Due to banks and financial institutions - 911,15 - 911,15
Customersd6 deposits at an - 23,445,040 - 23445,040
Deposits from related parties at amortized cost - 318,235 - 318,235
Debt issued and other borrowed funds - 449,909 - 449,909
Subordinated debt - 414,580 - 414,580
2013
Valuation tebiniques
Quoted Observable Unobservable
market price inputs inputs
Level 1 Level 2 Level 3 Total
LL million LL million LL million LL million
Assets for which fair values are disclosed:
Cash and balances with central banks 273,430 5,536,500 - 5,809,93C
Due from banks and financial institutions - 3,353,314 - 3,353,314
Loans to banks and financial institutions and reverse
repurchase agreement - 614,970 - 614,970
Financial assets given as collateral - 7,097 - 7,097
Net loans and advancescustomers at amortized cost - - 6,770954 6,770954
Net loans and advances to related parties at amortized - - 23,732 23,732
Financial assets at amortized cost:
Lebanese government bonds 2,500,673 2,704,001 - 5,204,674
Certificates of depsit issued by the Central Bank of
Lebanon 227,837 4,062,254 - 4,290,091
Other foreign government bonds 77,835 54,927 - 132,762
Other debt securities 666,459 - - 666,459
Liabilities for which fair values are disclosed:
Due to central banks - 51,502 - 51,502
Due to banks and financial institutions - 1,392,457 - 1,392,457
Customersd6 deposits at ar - 22,061,710 - 22,061,71C
Deposits from related parties at amortized cost - 268,115 - 268,115
Debt issued and other borrowed funds - 512,295 - 512,295
Subordinated debt - 412,368 - 412,368
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51 RISK MANAGEMENT

51.1 INTRODUCTION

Ri sk is inherent i yet ittishneanaged throygld & progess of wrigdidgngfisation,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is
critical to the Groupébés continuing profitability and

exposures relatingpthis or her responsibilities. The Group is exposed to credit risk, liquidity risk and market
risk. It is also subject to various opeoatalrisks.

The Groupbs risk management process involves tdadentifi
ensure that:

Individuals who take or manage risks clearly understand it;

The organizationés risk exposure is within the 1
Risk taking decisions are in line with the business strategy and objesgivieg the Board of Directors;

The expected payoffs compensate for the risks taken;

Risk taking decisions are explicit and clear; and

Sufficient capital is available to act as a buffer for risks taken.

=A =4 =4 =4 -4 A

The independent risk control process does not declbusiness risks such as changes in the environment,
technol ogy and industry. The Groupbés policy is to m
planning process.

Group risk management structure

The Board of Directors is primarily respon® | e f or establishing / approving t
approving the nature and levels of risk the Group is willing to take. The Board has established two committees to
assist in carrying out its responsibilities:

Risk, AntiMoney Launderig and Compliance Committee (BR@)ovides oversight of SeniordMn age ment 6 s
activities in managing capital adequacy, credit, market, liquidity, operational;Msmgy Laundering,
compliance, reputational and other risks of the Group. The BRC also ové&3®&R and approves risk

policies.

Audit Committeemoni t or s t he Group
reports covering the Group

6s accounting practices an
6s operations and takes app
The above Board Committees atemposed of mostly independent / mrecutive members satisfying the

applicable best practice requirements. In addition, the Board delegates-titsd#ayrisk management activities

to the Senior Management, through the following diverse committeelsathatbeen established:

Executive Committeeacts under the supervision of the Chairman to ensure execution of all strategic directives
stipulated by the Board and to propose new strategic projects and plans to the Board. Membership is assigned to
the Ch@&man and ViceChairman the Head of the Group Consumer Banking Division, the Head of Group
Financial Market@nd Financial InstitutionBivision, the Head ofsroup Commercial Banking Division, and the

Head of Group Risk Management Division.

Central Credi Committee (CCC)is the highest credit authority in the Group after the Board. Its mission is to
review and approve higbalue amount credit proposals. The internal lending limit is set at 1@¥#pd&| which

requires the joint approval of the Chairmamd the CCC. Credit proposals exceeding the internal lending limit

are referred to the Board (or any delegated committee) for approval. The CCC delegates approval authority for
lower amount credit proposals to various-sgimmittees

Assets and Liabilies Committee (ALCO)which mission is to manage the statement of financial position in
compliance with the main objectives of tigoup in terms of growth, liquidity and interest income. lIts role
encompasses the revieapproval and implementatiaftheGr o u p 6 s regardirg tiquidity @&d interest
rate, FX and trading activities through decisions on size aratidn of mismatched positions aod pricing.
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51 RISK MANAGEMENT (continued)
51.1 INTRODUCTION (continued)
Group risk management structure (continued)

Risk Committeewhose task is to formulate and enforce guidelines and standards with regapitabadequacy
and risk measurement and manageménalso reviews reportand findings identified by the Group Risk
Management and issues related to the implementation of BAgzdél 11l projects. The Committediscusses
and approves thesk policies the risk measurement tools such as rating and scoring, arobeaek proesses
including stress testing, economic capital, and-lbiaked profitabilitylt oversees the risk reports prepaesdi
ICAAP frameworkbefore submission to the Board.

The Group also established two other committees concerned with the risk managesneoinpliance, being:

The Operational Risk Management Commitaee theCompliance and AndMoney Laundering Committee

The Operational Ri sk Committeeds missi aiskfuncsiontthe pr ovi c
processes and the sysie developed to assess, monitor and mitigate operational risks. The mission of the
Compliance and AriMoney Laundering Committee is to ensure that the Group is in compliance with anti

money laundering laws and internationally administered sanction lagstoaoversee implementation of the
Groupbs KYC and sanction policies.

Group Internal Audit Division

The Group Internal Audit Division (GIA) is responsible for providing an independent, objective assurance and
consulting activity designed to add value ancdhpr ove t he Groupébés operations. It
objectives by bringing a systematic disciplined and risk based approach to evaluate and improve the
effectiveness of risk management, control, and governance processes. Its role wiitiouihés to ensure that

adequate internal controls are maintained and where weaknesses are identified, they are reported to Senior
Management and the Audit Committee along with recommendations for improvement. The GIA assesses all new
products and procedes and changes in systems and reports its recommendations accordingly

The GIA also ensures that the Group is in compliance with the rules and regulations in different jurisdictions
where the Group is operating, the Central Banks and Banking Control Gsimmirequirement8oard of
Directors and management directives and implemented policies and procedures.

Risk Management Basel Perspective

The Group sisk managementunction follows the prudential rules and regulatioset forth by the Basel
Committee in the Core Principles for Effectiiarking Supervision document (September 2012) and Basel
Capital Accord texts (Basel I/ lljo measure and assess the risks identified under the pillars | and 11, i.e., the
credit, operational, and market risks, adlvas, the interest rate risk in the banking book, the liquidity risk, and
credit concentration.

With regard to Basel recommendations relating to best practices in risk management and its objective of capital
measurement and capital adequacy, the Gralgpta a phased approach to takeore sophisticatedteps

towards credit risk and make use of internal ratings based methodelagy'|RB Approach' to calculag¢
expected credit loss and ultimatedgpital requiremestfor credit risk. In addition to thenarket risk capital

charge, an explicit capital charge for operational risk is being accounted for.

As for addressing the capital management issue in the context of Basel Il, the dexamlpps annuallya
comprehensive Internal Capital Adequacy AssessiRercess (ICAAPYocument disclosing the risk appetite
statement and covering all risks to which the Group is or may be exposed, as well as riskrfzatatingrom
the environment in which it operates.
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511 INTRODUCTION (continued)

The overall responsibility for the monitoring and the analytical management of the risk is effectively assigned to
the Group Risk Managemenivision (GRM). The GRM reportsd the Vice Chairmanand General Manager
through the headf the GRM dbvision. Risk issues and reports are submitted to the Board regularly through the
Board Risk, AntiMoney Laundering & Compliance Committee.

The GRM has a dedicated teaRinancial and (perational Risk Management departmetitat fulfils the
analytical part of risk management and is thereby in direct charge of identifying, measuring, monitoring and
controllingPillar 1 and 2 risks faced by tl@éroup. The department is split into thmeain functions:

Risk Policies and Analyticthat is responsible for the preparation and reporting of Basel Il regulatory CAR
report, the development of stress testing scenahiesyriteup of risk reports and ICAAP documents. It handles
as well the measament of PD (probability of default), LGD (loss given default), EL (expected credit loss) and
UL (unexpected loss). The units develop and supportbidsled profitability measuremsntrisk measurement
tools (retail scoring and commercial rating), and redlated policies.

Market Risksets thdirm-wide framework necessary for identification, measurement and management of market

risk acrosghe Group, including developingplicies proceduresandrisk measurement methodologies. Market

Risk is also inchage of monitoring t hlguidiritdeieptdate riskiandecurgiesr egar di
investmenpositions stress tesand reporbn breacheso Senior Management.

Operational Risk Managemeris responsible for establishinthe necessaryframework for identifying,
measuing and manaigg operational risk across the Group, including clear definition of risks, developing ORM
policies,and enhancin@RM programs and tds.

Risk Management Framework

The Risk Management Framework is based on a setrafiples adopted by the Board through the Risk Charter.
These principles are being reviewed annually in order to be aligned with the changes related to the internal and
external environment of the Group. The set of basic principles that governs the mesement framework of

the Group are developed based on the following:

Business Line AccountabilityBusiness lines are accountable for managing the risks associated with their
activities and establish tolerances for risk taking. The accountability existéthstanding the presence of any
support functions dedicated to risk management activities.

Strategic Level Risk Managemgngncompasses the risk management functions performed by Senior
Management and the Board. | appetiten formulating strategg dnd policiesgfort h e  Gi
managing risks and establishing adequate systems and
is within acceptable tolerance levels.

Analytical Level Risk Managemerncompasses the rishanagement, within the authority delegated by the
Strategic Level to identify, measure, monitor and report the risks taken by the Group in a consistent manner
across all business lines and operational units.

Tactical Level Risk Managememncompassessk management activities performed by individuals who take
risk on the Groupb6s behalf such as the front office a

The Risk Charter is complemented by risk specific policies and procedures enabling the unification of the risk
culture and practice. Risk management is applied through the implementation of these risk policies / limits
approved by the Board and that are put in place by the risk management function in cooperation with the
business lines. Monitoring of individual kis is handled upon the initiation and renewal of the risk through a
clear decision making process documenteaimitten procedure.
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51

RISK MANAGEMENT (continued)

512 CREDIT RISK

Creditrisk is the risk that the Group will incur a loss because its customers or counterparties fail to discharge
their contractual obligations. The Group manages and controls credit risk by setting limits on the amount of risk
it is willing to accept for indiiddual counterparties and for geographical and industry concentrations, and by

monitoring exposures in relation to such limits.

Credit initiation

Target

mar kets

and customer s

and

productso

sthe at egy

medium term plan. They are submitted to and discussed with management and the Board by different business
and approving

|l i nes.

The proc
Procedures Manual (CPPM). CPPM colidates the principles for the credit origination and follggvprocess

ess of

ini ot

ati

ng

credi

based onearly warning signals, and includes the credit committee approval authorities, the roles and
responsibilities of credit personnel, the credit administration function, arsdrtieturing ofcreditpackages

Commercial lendindgs handled by the Commercial Division which oversees the business origination related to
corporate customers, middle market and international lending. The assessment of a credit request requires an

evab at i on

of t he

borr ower 6-depticanalydis of seiwes of Finantial,sTanademmento u g h
business and market criteria translated into an overall credit risk rating. This assessment process is applicable to
both new and existing client.

The Financial Institutiondepartment (FI) is a separate business line that sets the strategy for banks limits and
manages the relationship with banks. The function is determined by liquidity targets and by profit generation
through a dynamic yet diversifigrade finance business.

The Consumer Bankingivision is responsible to design and implement the strategy and document the program

for consumer loans, housing loans, revolving credit cardall usiness loans and Kafatpiaranteed loans.

Credit approval

The review of credit proposals is assigned to dreglit risk analysigeam within the &M division, acting
independentlyfrom the origination units. Every nemtail lending transaction is subject to a thorough risk
assessment ke credit risk aalysis teanprior to being submitted to the appropriate approving authority.

The credit risk analysis tears brganized into fivalepartments, servicing each a different business segment
(corporate, international, middle markdinancial institutionsand retail). In the case of retail lending, risk
assessment occurs first at the level of the product design and is followesidh a postpproval review on a

sampling basisThe primary function of the risk analysis team is to ensure that the extensioaddf is
criteria and CPPM

consistent with th&roupd s r i

Loan follow up and monitoring
Each business line manager who originated the loan remains vested with the responsibility of monitoring the
exposure and reviewing the file on an anrhadis or more frequently if needed. Annual reviews consist of a full

update of the credit package and follow the same process as the initiation of the loan.

Outstanding loans are subject as well to a constant monitoritigelRM dvision based on a ses of reports.

sk acceptance

The aim of such monitoring is to ensure problem recognition, and to falioan the prompt and remedial
management f
industry. Early warnig signals are derived from a set of system generated reports.

spotted

Impairment assessment
For accounting purposes, the Group uses an incurred loss model for the recognition of losses on impaired

financial assets. This means that losses can only be recogrisadobjective evidence of a specific loss event

deteri

or ati

has been observed. Triggering events include the following:
Significant financial difficulty of the customer.
A breach of contract such as a default of payment.

f
1
f

E ]

Where the Group grants the customer a congesdiue to the customer experiencing financial

difficulty.

It becomes probable that the customer will enter bankruptcy or other financial reorganisation.

ons

n

borrower so

fi

nanci

Observable data that suggests that there is a decrease in the estimated future cash flows related to th

loans.
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51.2 CREDIT RISK (continued)

Impairment assessmenfcontinued)

In measuring credit risk at a counterparty level, the Group reflects three conpbrieite fipr obabi | it
defaulto (PD) by the c¢lient or counterparty on its <c
counterparty and its |ikely future development, from
andthelkk el y recovery ratio on the defaulted obligations

Individually assessed allowances

The Group determines the allowances appropriate for each individually significant loan or advance on an
individual basis, include gnoverdue payments of interests, credit rating downgrades, or infringement of the
original terms of the contract. Items considered when determining allowance amounts include the sustainability

of the counterpartyo6s bus ifonrmascs ongeladimancial idifficlty bas arisent vy t o
projected receipts and the expected payout should bankruptcy ensue, the availability of other financial support,

the realisable value of collateral and the timing of the expected cash flows. Impairmeahedievare evaluated

at each reporting date, unless unforeseen circumstances require more careful attention.

Collectively assessed allowances

Allowances are assessed collectively for losses on loans and advancesdatd fiestruments at amortized cost

that are not individually significant (including credit cards, residential mortgages and unsecured consumer
lending) and for individually significant loans and advances and debt instruments at amortized cost that have
been assessed individually and fountltodbe impaired.

The Group generally bases its analyses on historical experience. However, when there are significant market
developments, regional and/or global, the Group would include macroeconomic factors within its assessments.
These factors includelepending on the characteristics of the individual or collective assessment: unemployment
rates, current levels of bad debts, changes in laws, changes in regulations, bankruptcy trends, and other consumer
data. The Group may use the aforementioned faet®appropriate to adjust the impairment allowances.

Allowances are evaluated separately at each reporting date with each portfolio. The collective assessment is
made for groups of assets with similar risk characteristics, in order to determine whetlgiop should be

made due to incurred loss events for which there is objective evidence, but the effects of which are not yet
evident in the individual loans assessments. The collective assessment takes account of data from the loan
portfolio (such as Istorical losses on the portfolio, levels of arrears, credit utilisation, loan to collateral ratios
and expected receipts and recoveries once impaired). The approximate delay between the time a loss is likely to
have been incurred and the time it will bendified as requiring an individually assessed impairment allowance

is also taken into consideration. Local management is responsible for deciding the length of this period which
can extend for as long as one year. The impairment allowance is then rebieamrdit management to ensure
alignment with the Group overall policy.

Credit related commitments and financial guarantees are assessed and provisions are made in a similar manner as
for loans.

Derivative financial instruments
Credit risk arising fronderivative financial instruments is, at any time, limited to those with positive fair values,
as recorded on the statement of financial position

With gros$ settled derivatives, the Group is also exposed to a settlement risk, being the risk that fhe Grou
honours its obligation but the counterparty fails to deliver the cduaiere.

Crediti related commitments and financial guarantee risks

The Group makes available to its customers guarantees which may require that the Group makes payments on
their beh# and enters into commitments to extend credit lines to secure their liquidity needs. Such commitments
expose the Group to similar risks to loans and are mitigated by the same control processes and policies.
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51.2 CREDIT RISK (continued)

Analysis of maximum exposure to credit risk and collateral and other credit enhancements
The following table shows the maximum exposure to credit risk by class of finassgl It further shows the total fair value of collateral, capped to the maximum exposure to which it relates ar
the net exposure to credit risk.

2014
Maximum Letters of credit Real Net credit
exposure Cash Securities / guarantees estate exposue
LL million LL million LL million LL million LL million LL million
Balances with central banks 6,819,919 - - - - 6,819,919
Due from banks and financial institutions 2,913,279 (663) - - - 2,912,616
Loans to banks and financial institutionslaeverse repurchase agreemer 393,712 (11,567) - - - 382,145
Financial assets given as collateral 7,005 - - - - 7,005
Derivative financial instruments 6,715 - - - - 6,715
Financial assets at fair value through profit or loss 119,640 - - - - 119,640
Net loans and advances to customers at amortized cost:
Commercial loans 4,790,011 (449,073) (117,564) (94,971) (1,021,599) 3,106,804
Consumer loans 2,310,152 (222,697) - - (1,079,004) 1,007,451
Net loans and advances to related parties attaadrcost 28,033 (10,353) - - (3,082) 14,598
Financial assets at amortized cost 10,260,119 - - - - 10,260,119
27,647,585 (694,353) (117,564) (94,971) (2,103,685) 24,637,012
Financial guarantees 185,758 (17,539) - - - 168,219
Documentary credits (including acceptances) 867,68 (62,973) - - - 804,756
28,701,03 (774,865) (117,564) (94,971) (2,103,685) 25,609,946
Utilized collateral (774,865) (117,564) (94,971) (2,103,685)
Surplus of collatedebefore undrawn credit lines (85,130) (327,231) (72,991) (1,646,979)
Guarantees received from banks, financial institutions and customers (859,995) (444,795) (167,962) (3,750,664)

The surplus of collateral mentioned above is presented before offsetting additional credit commitments given to customtiers tanhd 2,354,802million as at 31 December 201
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51.2  CREDIT RISK (continued)

Analysis of maximum exposure to credit risk and collateral and other credit enhancements (continued)

Balances with central banks
Due from banks and financial institutions
Loans to banks and financial institutions and reverse repurchase agree!
Financial assets given as collateral
Derivative financial instruments
Financial assets at fair wed through profit or loss
Net loans and advances to customers at amortized cost:
Commercial loans
Consumer loans
Net loans and advances to related parties at amortized cost
Financial assets at amortized cost

Financial guarantees
Documentary credits (including acceptances)

Utilized collateal
Surplus of collateral before undrawn credit lines

Guarantees received from banks, financial institutions andrmoess

2013

Maximum Letters of credit Real Net credit
exposure Cash Securities / guaantees estate exposure
LL million LL million LL million LL million LL million LL million
5,536,500 - - - - 5,536,500
3,353,314 (710 - - - 3,352,604
614,866 (2,619 - - - 612,251
7,005 - - - - 7,005
3,824 - - - - 3,824
124,483 - - - - 124,483
4,593,829 (457,073 (108,525 (11,907 (786,179 3,230,144
2,183021 (222,619 - - (1,025,604) 934,798
23,732 (9,0) - - (2,241) 12,422
10,198,193 - - - - 10,198,193
26,638,767 (692087 (108,525 (11,907 (1,814,024) 24,012,224
172,986 (9,589 - - - 163,397
1,230,957 (64,848 - - - 1,166,109
28,042,710 (766,529 (108,525 (11,907 (1,814,024) 25,341,730

(766,524 (108,525 (11,907 (1,814,024)

(86,929 (192,397 (156,055 (1,506,506

(853,448 (300,922 (167,963 (3,320,530

The surplus of collateral mentioned above is presented before offsetting additional credit commitments given to custamieis tanhd 2,080,962million as at 31 December 2013.
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51.2 CREDIT RISK (continued)

Collateral and other credit enhancements

The amount and type of collateral required depends on sessment of the credit risk of the counterparty.
Guidelines are implemented regarding the acceptability of types of collateral and valuation parameters.
Management requests additional collateral in accordance with the underlying agreement, and monitaneethe
value of collateral obtained during its review of the adequacy of the allowance for impairment Thesesain

types of collateral obtained are as follows:

Securities:
The balances shown above represent the fair value of the securities.

Lettersof credit / guarantees:

The Group holds in some cases guarantees, letters of credit and similar instruments from banks and financial
institutions which enable it to claim settlement in the event of default on the part of the counterparty. The balances
shown represent the notional amount of these types of guarantees held by the Group.

Real estate (commercial and residential):

The Group holds in some casesfiwst degree mortgag®ver residential property (for housing loans) and
commercial property (for comercial loans). The value shown above refl¢loesfair value of the propertimited

to the relatesnortgaged amount

Other:

In addition to the above, the Group also obtdinsn its clients proxy to mortgage a residential or commercial
property guaratees from parent companies for loans to their subsidiaries, personal guarantees for loans to
companies owned by individuals and assignments of proceeds and revenues, which are not reflected in the above
table.

Credit quality per class of financial assets
The table below shows the credit quality by class of asset for all financial assets exposed to credit risk, based on the

Groupbs internal credit rating system. The amounts pre
2014
Neither past due nor impaireg
High Standard Past due but  Individually
grade grade  not impaired impaired Total
LL million LL million LL million LL million LL million
Balances with central banks 6,436,888 383,031 - - 6,819,919
Due from banks and financial instituti®n 2,623,543 289,736 - 3,%0 2,917,23
Loans to banks and financial institutions and reverse
repurchase agreements 86,022 307,690 - - 393,712
Financial assets given as collateral 7,005 - - - 7,005
Derivative financial instruments 6,715 - - - 6,715
Financial assets at fair value through profit or loss:
Lebanese government bonds 113,672 - - - 113,672
Certificates of deposit issued by the Central Bank of Lebanc 3,190 - - - 3,190
Other debt securities 2,068 - - - 2,068
Other foreign governmehibnds 710 - - - 710
Net loans and advances to customers at amortized cost:
Commercial loans 4,465,167 264,382 131,999 312,251 5,173,799
Consumer loans 2,093,810 22,310 172,139 105,382 2,393,641
Net loans and advances to related parties attérad cost 28,033 - - - 28,033
Debtors by acceptances 292,101 10,838 - - 302,939
Financial assets at amortized cost:
Lebanese government bonds 5,673,700 - - - 5,673,700
Certificates of deposit issued by the Central Bank of Lebanc 3,913,360 - - - 3,913,360
Other foreign government bonds 75,240 59,427 - - 134,667
Other debt securities 420,533 119,433 - - 539,966
26241,757 1,456,847 304,138 421,58 28,424,353
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51.2  CREDIT RISK (continued)

Credit quality per class of financial assetgcontinued)

Balances with central banks
Due from banks and financial institatis
Loans to banks and financial institutions and reverse
repurchase agreements
Financial assets given as collateral
Derivative financial instruments
Financial assets at fair value through profit or loss:
Lebanese government bonds
Certificates of deposit issued by the Central Bank of Lebanc
Other debt securities
Net loans and advances tustomers at amortized cost:
Commercial loans
Consumer loans
Net loans and advances to related parties at amortized cost
Debtors by acqeances
Financial assets at amortized cost:
Lebanese government bonds
Certificates of deposit issued by the Central Bank of Lebanc
Other foreign government bonds
Other debt securities

Aging analis of past due but not impaired loans per class of financial assets

Loans and advances to customers at amortized cos
- Commercialoans
- Consumer loans

Loans and advances to customers at amortized cos
- Commercial loans
- Consumer loans

2013
Neither past due nor impad
High Standard Past due but  Individually
grade grade not impaired impaired Total
LL million LL million LL million LL million LL million
5,121,166 415,334 - 5,536,500
2,794,667 558,647 - 4,636 3,357,950
31,226 583,640 - - 614,866
7,005 - - - 7,005
3,824 - - - 3,824
104,979 - - - 104,979
329 - - - 329
19,175 - - - 19,175
4,347,292 198,737 91,903 304,077 4,942,009
1,992,037 16,227 198,260 54,443 2,260,967
23,732 - - - 23,732
440,652 5,305 - - 445,957
5,185,252 - - - 5,185,252
4,239,042 - - - 4,239,042
78,588 51,107 - - 129,695
439,164 210,102 - - 649,266
24,828,130 2,039,099 290,163 363,156 27,520,548
2014
Less than 90 91 to 180 More than
days days 181 days Total
LL million LL million LL million LL million
59,243 42,885 29,871 131,999
141,627 20,143 10,369 172,139
200,870 63,028 40,240 304,138
2013
Less than 90 91 to 180 More than
days days 181 days Total
LL million LL million LL million LL million
57,127 20,022 14,754 91,903
145,570 24,277 28,413 198,260
202,697 44,299 43,167 290,163
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Mapping to external credit rating

Financial assets Loans and advances to customers
External credit Supervisory
rating rating Characteristics
High grade Lebanese Sovereigi Regular Regular and timely payment dues. Adequacy of cash
AAA to A- flows. Timely financial statements. Sufficient collateral /

guarantee (if required).
Follow up Lack of documentation rel:

Standard grade BBB+ and below Follow up and Credit worthy borrower showing weaknesses; insufficient
unrated regularization inadequate cash flows; highly leveraged; deterioration in
economic sector or country where the facility is used;
conflict between partners or other lawsuits; loan
rescheduling since initiation; exaeutilization above limit

Individually impaired Impaired Substandard  Signals of incapacity to repay from identified cash flows;
full repayments supposes the liquidation of assets /
collateral; recurrent late payments; late interests; losses
incurred for over 3 years.

Doubtful Full repayment is questioned even after asset liquidation;
account stagnation and inability to repay restructured loa
Bad No or little expected inflows from business or assets;
borrower is unredw@ble; insolvency status.

The classification of loans and advances to customers and related gldiesrtised cosh accordance with the
ratings of Central Bank of Lebanorir€ular 58are as follows:

2014

Gross Unrealised Impairment Net

balance interest allowances balance

LL million LL million LL million LL million

Regular 6,251,227 - - 6,251,227
Follow up 532,598 - - 532,598
Follow up and regularization 365,982 - - 365,982
Substandard 30,618 (1,260) - 29,358
Doubtful 138017 (13,661) (56,223) 68,133
Bad 248,998 (82,549 (166,457) -
7,567,440 (97,462 (222,680) 7,247,298
Collective impairment (148,135) - - (148,135)
7,419,305 (97,462 (222,680) 7,099,163

2013

Gross Unrealised Impairment Net

balance interest allowances balance

LL million LL million LL million LL million
Regular 6,253,909 - - 6,253,909
Follow up 314,135 - - 314,135
Follow up and regularization 276,412 - - 276,412
Substandard 3,486 (917) - 2,569
Doubtful 124,545 (14,491) (49,560) 60,494
Bad 230,489 (66,446) (164,043) -
7,202,976 (81,854) (213,603) 6,907,519

Collective impairment (130,669) - - (130,669)
7,072,307 (81,854) (213,603) 6,776,850
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512  CREDIT RISK (continued)

Renegotiated bans

Restructuring activity aims to manage customertigahips, maximize collection opportunities and, if possible,

avoid foreclosure or repossession. Such activities include extended payment arrangements, deferring foreclosure,
maodification, loan rewrites and/or deferral of payments pending a changeumstences.

Restructuring policies and practices are based on indicators or criteria which, in the judgment of local management,
indicate that repayment will probably continue. The application of these policies varies according to the nature of
the marketand the type of the facility.

2014 2013
LL million LL million
Commercial loans 24,449 26,381

Analysis of risk concentration

The Groupbés concentrations of risk ar eionmadrbgigdastry by c i
sector. The maximum credit exposure to any client or counterparty as of 31 Decemben2@1 98,570million

(2013: LL 80,464million) before taking account of collateral or other credit enhancementsLa88,570million

(2013: LL 80,464 million) net of such protection.

The following table show the maximum exposure to credit risk for the components of the statement of financial
position, including derivatives, by geography of counterparty before the effect of mitigation througtetioé
netting aw collateral agreements.

Geographic analysis
2014
Lebanon Europe Others Total
LL million  LL million  LL million  LL million

Balances with central banks 6,397,781 41,073 381,065 6,819,919
Due from banks and financial institoihs 126,607 880,144 1,906,528 2,913,279
Loans to banks and financial institutions and reverse repurc

agreements 14,694 97,344 281,674 393,712
Financial assets given as collateral 7,005 - - 7,005
Derivative financial instruments 4,401 2,252 62 6,715
Financial assets at fair value through profit or loss:

Lebanese government bonds 113,672 - - 113,672

Certificates of deposit issued by the Central Bank of Lebanon 3,190 - - 3,190

Other debt securities - 385 1,683 2,068

Other foreign governnmt bonds - - 710 710
Net loans and advances to customers at amortized cost

Commercial loans 3,891,820 185,725 712,466 4,790,011

Consumer loans 2,168,812 48,025 92,315 2,310,152
Net loans and advances to related parties at amortized cost 24,175 568 3,290 28,033
Debtors by acceptances 215,144 1,827 85,968 302,939
Financial assets at amortized cost:

Lebanese government bonds 5,673,700 - - 5,673,700

Certificates of deposit issued by the Central Bank of Lebanon 3,913,360 - - 3,913,360

Other forégn government bonds - 72,975 61,692 134,667

Other debt securities 33,147 190,760 314,485 538,392

22,587,508 1521,078 3,841,938 27,950,524

80



ByblosBank SAL

NOTES TO THE CONSOLIDATE FINANCIAL STATEMENTS
31 DecembeR014

51 RISK MANAGEMENT (continued)
51.2 CREDIT RISK (continued)
Analysis of risk concentration(continued)

Geographic analysis (continued)

2013
Lebanon Europe Others Total
LL million  LL million  LL million  LL million

Balances with central banks 5,084,934 37,310 414,256 5,536,500
Due from banks and financial institutions 121,767 2,291,098 940,449 3,353,314
Loans to banks and financial institutions and reverse repurc

agreements 16,866 308,022 289,978 614,866
Financial assets given as collateral 7,005 - - 7,005
Derivative financial instruments 1,241 1,873 710 3,824
Financial assets at fair value through profit or loss:

Lebanese government bonds 104,979 - - 104,979

Certificatesof deposit issued by the Central Bank of Lebanon 329 - - 329

Other debt securities - 377 18,798 19,175
Net loans and advances to customers at amortized cost

Commercial loans 3,626,925 242,818 724,086 4,593,829

Consumer loans 2,058,507 43510 81,004 2,183,021
Net loans and advances to related parties at amortized cost 22,830 - 902 23,732
Debtors by acceptances 233,298 4,042 208,617 445 957
Financial assets at amortized cost:

Lebanese government bonds 5,185,252 - - 5,185,252

Certificates of deposit issued by the Central Bank of Lebanon 4,239,042 - - 4,239,042

Other foreign government bonds - 61,092 68,603 129,695

Other debt securities 29,466 289,123 325,615 644,204

20,732,41 3,279,265 3,073,018 27,084,724

513 LIQUIDITY RI SK AND FUNDING MANAGEMENT

Liquidity risk is defined as the risk that ti&roupwill encounter difficulty in meeting obligations associated with
financial liabiltties that are settled by delivering cash or another financial asset. Liquidity risk arises because of the
possibility that theGroup might be unable to meet its payment obligations when they fall due under both normal
and stress circumstances. To limitsthisk, management has arranged diversified funding sources in addition to its
core deposit base, and adopted a policy of managing assets with liquidity in mind and of monitoring future cash
flows and liquidity on a daily basis. Tli&rouphas developed iatnal control processes and contingency plans for
managing liquidity risk. This incorporates an assessment of expected cash flows and the availability of high grade
collateral which could be used to secure additional funding if required.

The Group maintans a portfolio of highly marketable and diverse assets that can be liquidated in the event of an
unforeseen interruption of cash floAs per applicable regulations, the Group must retain obligatory reserves with
the central banks where the Group entitiperate.

The liquidity position is assessed and managed under a variety of scenarios, giving due consideration to stress
factors relating to both the market in general and specifically t@tbep The Group maintains a solid ratio of

highly liquid net asets in foreign currencies to deposits and commitments in foreign currencies taking market
conditions irto consideration.
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51 RISK MANAGEMENT (continued)
51.3  LIQUIDITY RISK AND FUNDIN G MANAGEMENT (continued)
The Group stresses the importance of customer deposits as source of funds to finance its lending activities. This

is monitored by using the loans to deposits ratio, which compare loans and advances to customers as a
percentage fadeposits from customers.

Loans to deposits 2014 2013
Yearend 30.08% 30.59%
Maximum 30.68% 30.59%
Minimum 30.08% 29.25%
Average 30.34% 29.71%

Analysis of financiahssets antlabilities by remaining contractual maturities

The table belw summarizes he mat ur ity pr of idssetsantbilitieba 31®ecemb@@lds f i nanc
and 2013 based on contractual undiscounted repayment obligafR@sayments which are subject to notice are

treated as if notice were to be given imnagely. However, the Group expects that many customers will not request
repayment on the earliest date the Group could be required to pay. The table does not reflect the expected cash

fl ows that are in |ine with the Groupbs deposit retent
2014
Up to 1to3 3 months 1to5 Over
1 month months to 1 year years 5 years Total

LL million LL million LL million  LL million LL million  LL million
Financial assets

Cash and balances with central banks 2,412,387 26,749 631,903 2,523,953 3,593,026 9,188,018
Due from banks and financial institutions 2,573,021 225,691 114,868 - - 2,913,580
Loans to banks and financial institutions and reverse

repurchase agreements 114,348 131,768 116,499 35,830 - 398,445
Financial assets given as collateral - - 7,005 - - 7,005
Derivative financial instruments 3,914 768 2,033 - - 6,715
Financial assets at fair value through profit or loss 408 2,033 7,217 51,777 148,378 209,813
Net loans and advances to customers at amortized cos 3,044,456 588,427 1,193239 1,842,754 1,063,796 7,732,672
Net loans and advances to related parties at amortized 19,364 1,050 818 4,206 3,455 28,893
Debtors by acceptances 105,505 116,814 80,620 - - 302,939
Financial assets at amortized cost 178,432 424,976 1,280,962 6,312,566 5,346,804 13,543,74C
Financial assets at fair value through other comprehens

income - - - - 98,718 98,718
Total undiscounted financial assets 8,451835 1,518,276 3,435,164 10,771,086 10,254,177 34,430538
Financial liabilities
Due to central banks 9,394 547 10,739 34,554 18,247 73,481
Due to banks and financial institutions 374,240 182,403 128,338 188,316 77,872 951,169
Derivative financial instruments 4,150 327 950 - - 5,427
Customersd deposits at ar 13,724,877 2,823,203 5,084,265 2,182,138 74,048 23888,531
Deposits from related parties at amortized cost 292080 3,985 6,297 29,855 - 332,217
Debt issued and other borrowed funds - - 31,658 126,630 492,257 650,545
Engagements by acceptances 105,505 116,814 80,620 - - 302,939
Subordinated debt - 7,349 22,047 117,585 501,952 648,933
Total undiscounted financial liabilities 14,510,246 3,134,628 5,364,914 2,679,078 1,164,376 26853,242
Net undiscounted financial assets / (liabilities) (6,058,419 (1,616,352 (1,929,750 8,092,008 9,089,801 7,577,296
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51 RISK MANAGEMENT (continued)
513  LIQUIDITY RISK AND FUNDING MANAGEMENT  (continued)

Analysis of financial assets and liabilities by remaining contractual maturities (continued)

2013
Up to 1to3 3 months 1to5 Over
1 month months to 1 year years 5 years Total

LL million LL million LL million  LL million LL million  LL million
Financal assets

Cash and balances with central banks 1,818,052 383,241 655,977 3,103,515 366,218 6,327,003
Due from banks and financial institutions 2,956,303 321,656 72,747 4,587 - 3,355,293
Loans to banks and financial instians and reverse

repurchase agreements 65,550 142,552 405,226 5,648 - 618,976
Financial assets given as collateral - - - 7,005 - 7,005
Derivative financial instruments 3,270 312 243 - - 3,825
Financial assets at fair value through profit or loss 349 181 7,580 43,359 156,436 207,905
Net loans and advances to customers at amortized cos 2,926,054 454,689 1,075,349 1,873,906 1,010,628 7,340,626
Net loans and advances to relapedties at amortized cos 16,7% 1,109 374 1,740 4,690 24,668
Debtors by acceptances 195,762 158,039 89,994 2,104 58 445,957
Financial assets at amortized cost 390,706 287,021 1,522,758 6,200,964 5,036,636 13,438,085
Financial assets at fair value through other comprehens

income - - - - 86,895 86,895
Total undiscounted financial assets 8,372,801 1,748,800 3,830,248 11,242,828 6,661,561 31,856,238
Financial liabilities
Due to central banks 8,235 59 473 12,662 31,997 53,426
Due to banks and financial institutions 618,080 345,204 117,452 201,629 148,697 1,431,062
Derivative financial instruments 2,878 179 6 - - 3,063
Customers6 deposits at ar 13,197,571 2,667,924 4,376,187 1,966,639 52,187 22,260,588
Deposits from relategarties at amortized cost 226,314 14,361 15,150 21,028 932 277,785
Debt issued and other borrowed funds - 62,068 31,658 126,630 524,027 744,383
Engagements by acceptances 195,762 158,039 89,994 2,104 58 445,957
Subordinated deb - 7,186 22,210 117,422 529,300 676,118
Total undiscounted financial liabilities 14,248,840 3,255,020 4,653,130 2,448,114 1,287,198 25,892,302
Net undiscounted financial assets / (liabilities) (5,876,039) (1,506,220) (822,882) 8,794,714 5,374,363 5,963,936

The table below shows the contracteapiry by maturity of th&s r o ucpndirgent liabilities and commitments.
Each undrawn loan commitment is included in the time band containing the earliest date it can be drawn down.

2014
Less thanl 1to3 3to12 1to5 More than
month months months years 5 years Total
LL million LL million LL million LL million LL million LL million
Financial guarantees 302 755 112,135 72,566 - 185,758
Documentary credits 36,48 249,786 262,180 16,295 - 564,749
Commitments to lend 2,354,802 - - - - 2,354,802
2,391,592 250,541 374,315 88,861 - 3,105,309
2013
Less than 1 1to3 3to 12 1to5 More than
month months months years 5 years Total
LL million LL million LL million LL million LL million LL million
Financial guarantees 752 10,055 104,183 57,167 829 172,986
Documentary credits 34,796 406,030 327,355 16,819 - 785,000
Commitments to lend 2,080,962 - - - - 2,080,962
2,116,510 416,085 431,538 73,986 829 3,038,948

The Group expectsahnot all of the contingent liabilities or commitments will be demanded before maturity.
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51 RISK MANAGEMENT (continued)
514  MARKET RISK

Market risk is defined as the potential lossbimth on balance sheet and-btilance sheet positions resulting
from movementén market variables such as interest rates, foreign exchange rates and equity prices.

The market risk governance has been defined in the Security Investment Policy, whiels tiedi roles and
responsibilities of the key stakeholders of market risk management, inglidirBoard, the ALCO committee,
the business lines and risk functions.

I't is the responsibility of the ALCO tetrosoftterSecgrity t he G
Investment Policy. While striving to maximize portfolio performance, the ALCO shall keep the management of

the portfolio within the bounds of good banking pra
compliance with bdt regulatory and internally set limits and requirements.

The Group Risk Management divisiosets the framework necessary for identification, measurement and
management of market risk.

Interest rate risk

Interest rate risk arises from the possibility tblaanges in interest rates will affect the fair values of the financial
instruments. The Group is exposed to interest rate risk as a result of mismatches of interest rate repricing of assets
and liabilities. The Group manages the risk by matching thecieg of assets and liabilities through risk
management strategidositions are monitored on a daily basis by management and, whenever possible, hedging
strategies are used to ensure positions are maintained within established limits.

Interest rate sesitivity
The following tableshowsthe sensitivity to a reasonably possible change in interest rates, with all other
variables held constant, of the Groupds income staten

The sensitivity of the income statement is the effect of the assumed chaigerest rates on the profit or loss

for a year, based on the floating rate financial assets and financial liakifilet® the reinvestment or refunding

of fixed rated financial assets and liabilities at the assumed fidieschange in interest incone calculated

over a lyear period. The impact also incorporates the fact that some monetary items do not immediately
respond to changes in interest rates and are not passed through in full, reflecting sticky interest rate behavior.
The pasghrough rateand lag in response time are estimated based on historical statistical analysis and are
reflected in the outcome.

2014 2013

Increase Effect on net Effect on net

Currency in basis points interest income interest income
LL million LL million

LBP 50 basis point (20,492) (16,433)
US Dollar 50 basis point 159 648
Euro 50 basis point (1,078) (238)
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51 RISK MANAGEMENT (continued)
51.4  MARKET RISK (continued)
Interest rate risk (continued)

Interest rate sensitivity (continued)

The Groupds interest sensit ipcingdate at 8Becemibeowas as folkwsd
2014
Non
interest
Uptol 1to3 3 months 1to5 Over bearing
month months to 1 year years 5 yeas items Total
LL million LL million  LL million LL million LL million LL million LL million
ASSETS
Cash and balances with central banks 1,269,880 - 376,875 1,581,375 2,635,580 1,185,075 7,048,785
Due from banks and finaraiinstitutions 1,046,034 225,532 114,528 - - 1,527,185 2,913,279
Loans to banks and famcial institutions and
reverserepurchase agreements 165,960 87,997 107,305 32,450 - - 393,712
Financial assets given as collateral - - 6,915 - - 90 7,005
Derivatve financial instruments - - - - - 6,715 6,715
Financial assets at fair value through profit or Ic - - - - - 155,582 155,582
Net loans and advances to customers at amort
cost 3,235,005 743,263 2,072,263 962,736 134,388  (48,492) 7,099,163
Net loans and advances to related parties at
amortized cost 26,217 - - - 1,816 - 28,033
Debtors by acceptances - - - - - 302,939 302,939
Financial assets at amortized cost 147,952 351,006 798,345 4,556,327 4,267,055 139,434 10,260,11¢
Financial assets at faialue through other
comprehensive income - - - - - 98,718 98,718
Total 5,891,048 1,407,798 3,476,231 7,132,888 7,038,839 3,367,246 28,314,05C
LIABILITIES
Due to central banks 32 1 5,697 8,712 47,357 9,347 71,146
Due to banks and financial institutions 186,596 176,569 99,805 134,151 160,657 153,395 911,173
Derivative financial instruments - - - - - 5,427 5,427
Customersod6 deposits a 1097557z 2,737,367 4,874,817 1,944,739 68,655 2,776,639 23,377,78¢
Deposits from related parties at amortized cost 253,422 1,431 6,984 12,461 - 38,515 312,813
Debt issued and other borrowed funds - - - - 444,771 616 445,387
Engagements by acceptances - - - - - 302,939 302,939
Subordinated debt - - - - 414,498 82 414,580
Total 11,415,622 2,915,368 4,987,303 2,100,063 1,135,938 3,286,960 25,841,554
Total interest sensitivity gap (5,524,574) (1,507,570) (1,511,072 5,032,25 5,9@,901 80286 2,472,796
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51 RISK MANAGEMENT (continued)
514  MARKET RISK (continued)

Interest rate risk (continued)

Interest rate sensitivity (continued)

2013
Non
interest
Uptol 1to3 3 months 1to5 Over bearing
month months  to 1 year yeas 5 years items Total
LL million LL million  LL million LL million LL million LL million LL million
ASSETS
Cash and balances with central banks 879,537 339,188 572,754 2,747,090 300,000 971,361 5,809,930
Due from bank and financial institutions 1,940,071 293,38 72,151 4,625 - 1,043,069 3,353,314
Loans to banks and financial institutions and
reverse repurchase agreements 65,009 142,026 402,080 5,300 - 451 614,866
Financial assets given as collateral - - - 6,915 - 90 7,005

Derivative financial instruments - - - -
Financial assets at fair value through profit or Ic - - - -
Net loans and advances to customers at amort

3,824 3,824
157,447 157,447

cost 3,166,381 580,034 1,748,082 1,096,037 268,340 (82,®24) 6,776,850
Net loans and advances to related parties at

amortized cost 20,738 - - - 2,798 196 23,732
Debtors by acceptances - 445,957 445,957

Financial assets at amortized cost 292,177 161,621 985,906 4,496,418 4,109,974 152,097 10,198,193
Financial assets at fair value through other
comprehensive income - - - -

86,895 86,895

Total 6,363,913 1,516,266 3,780,973 8,356,385 4,681,112 2,779,363 27,478,013
LIABILITIES

Due to central banks - 2 - 11,490 31,730 8,280 51,502
Due to banks and financial institutions 419,159 346,62 109,963 174,143 143,256 199,349 1,392,562
Derivative financial insuments - 3,063 3,063

Customersod6 deposits a 1044053 2,618,299 4,234,875 1,789,000 48,600 2,838,878 21,970,18%

Deposits from related parties at amortized cost 168,941 12,765 9,604 13,041 - 60,126 264,477
Debt issued and otheolyowed funds - 60,978 - - 444,883 628 506,489
Engagements by acceptances - - - - - 445,957 445,957
Subordinated debt - - - - 412,286 82 412,368
Total 11,028,63% 3,038,736 4,354,442 1,987,674 1,080,755 3,556,363 25,046,603
Total interest sensitivity gap (4,664,720) (1,522,469) (573469 6,368,711 3,600,357 (777,000 2,431,410

Currency risk

Foreign exchange (or currency) risk is the risk that the value of a portfolio will fall as a result of changes in
foreign exchange rates. The major sources of this type of market risk are imperfect correlations in the
movements of currency prices and fluctuations in interest rates. Therefore, exchange rates and relevant interest
rates are acknowledged as distinct risk factors.

In addition to regulatory limits, the Board has set limits on positions by currency. pbsifens are monitored
constantly to ensure they are maintained within established limits.
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51 RISK MANAGEMENT (continued)
51.4  MARKET RISK (continued)

Currency risk (continued)

Following is theconsolidated statement of financial position as of 31 Decembdrd@8ailed in Lebanese Lira

(LL) and foreign currencies, translated into LL.

2014
Foreign
currencies in Total

LL million LL million LL million
ASSETS
Cash and bahces with central banks 1,558,455 5,490,330 7,048,785
Due from banks and financial institutions 41,233 2,872,046 2,913,279
Loans to banks and financial institutions and reverse repurchase agreement 3,852 389,860 393,712
Financial assets given as eté#ral 7,005 - 7,005
Derivative financial instruments 4,656 2,059 6,715
Financial assets at fair value through profit or loss 31,051 124,531 155,582
Net loans and advances to customers at amortized cost 1,643,551 5,455,612 7,099,163
Net loans and adnces to related parties at amortized cost 2,335 25,698 28,033
Debtors by acceptances - 302,939 302,939
Financial assets at amortized cost 7,099,440 3,160,679 10,260,118
Financial assets at fair value through other comprehensive income 26,309 72,409 98,718
Property and equipment 185,643 50,736 236,379
Intangible assets 652 - 652
Assets obtained in settlement of debt (9,346) 46,023 36,677
Other assets 58,859 47,921 106,780
TOTAL ASSETS

10,653,69E 18,040,843 28,694,328
LIABILITIES AND EQUITY
Due to central banks 61,724 9,422 71,146
Due to banks and financial institutions 22,996 888,177 911,173
Derivative financial instruments 5,010 417 5,427
Customersd deposits at amortized c 9,238,897 14,138,892 23,377,788
Deposits from related parties at amortized cost 85,003 227,810 312,813
Debt issued and other borrowed funds - 445,387 445,387
Engagement by acceptances - 302,939 302,939
Other liabilities 103,553 60,30 163,93
Provisons for risks and charges 133,146 12283 145429
Subordinated debt - 414,580 414,580
TOTAL LIABILITIES 9,650,329 16,500257 26,19,586
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT
Share capital common shares 684,273 - 684,273
Share capital preferred shares 4,840 - 4,840
Share premiurit common shares - 229,014 229,014
Share premiuni preferred shares - 591,083 591,083
Non distributable reserves 563,839 185,040 748,879
Distributable reserves 76,482 19,461 95,943
Treasury shares - (6,425) (6,425)
Retained earnings 7,486 32,413 39,899
Revaluation reserve of real estate 5,689 - 5,689
Change in fair value of financial assets at fair value through other comprehe
income 16,986 (24,519) (7,533)
Net results of the financial periegrofit 228,664 24,128 252792
Foreign currency translation reserves (164,357) - (164,357)
NON-CONTROLLING INTEREST S 21,886 47,969 69,855
TOTAL EQUI TY 1,445,788 1,098,164 2,543952
TOTAL LIABILITIES AND EQUITY 11,096,117 17598,421 28,694,538
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51 RISK MANAGEMENT (cont inued)
51.4  MARKET RISK (continued)
Currency risk (continued)

Following is theconsolidated statement of financial position as of 31 Decemb& dfailed in Lebanese Lira
(LL) and foreign currencies, translated into LL.

2013
Foreign
currendes in Total

LL million LL million LL million
ASSETS
Cash and balances with central banks 1,362,175 4,447,755 5,809,930
Due from banks and financial institutions 54,960 3,298,354 3,353,314
Loans to banks and financialstitutions and reverse repurchase agreements 5,370 609,496 614,866
Financial assets given as collateral 7,005 - 7,005
Derivative financial instruments 2,552 1,272 3,824
Financial assets at fair value through profit or loss 1,835 155,612 157,447
Net loans and advances to customers at amortized cost 1,529,035 5,247,815 6,776,850
Net loans and advances to related parties at amortized cost 2,586 21,146 23,732
Debtors by acceptances - 445,957 445,957
Financial assets at amortizedsto 6,617,392 3,580,801 10,198,193
Financial assets at fair value through other comprehensive income 24,087 62,808 86,895
Property and equipment 183,032 60,198 243,230
Intangible assets 811 - 811
Assets obtained in settlement of debt (8,403) 44,782 36,379
Other assets 50,583 57,252 107,835
TOTAL ASSETS

9,833,020 18,033,248 27,866,268
LIABILITIES AND EQUITY
Due to central banks 42,492 9,010 51,502
Due to banks and financial institutions 17,386 1,375,176 1,392,562
Derivative financial instruments 2,247 816 3,063
Customersd6 deposits at amortized c 8,542,280 13,427,90E 21970,185
Deposits from relatéparties at amortized cost 79,684 184,793 264,477
Debt issued and other borrowed funds - 506,489 506,489
Engagement by acceptances - 445,957 445,957
Other liabilities 101,474 94,230 195,704
Provisions for risks and charges 122,765 15,610 138,375
Subordinated debt - 412,368 412,368
TOTAL LIABILITIES 8,908,328 16,472,354 25,380,682
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT
Share capital common shares 684,273 - 684,273
Share capitail preferred shares 4,840 - 4,840
Share premiuni common shares - 229,014 229,014
Share premiurii prefered shares - 588,671 588,671
Non distributable reserves 513,377 158,941 672,318
Distributable reserves 71,907 25,346 97,253
Treasury shares 1 (10,055) (10,054)
Retained earnings 23,950 28,168 52,118
Revaluation reserve of real estate 5,689 - 5,689
Change in fa value of financial assets at fair value through other comprehen
income 14,888 (31,532) (16,644)
Net results of the financial periegrofit 199,818 24,865 224,683
Foreign currency translation reserves (123,650) - (123,650)
NON-CONTROLLING INTERESTS 18,711 58,364 77,075
TOTAL EQUITY 1,413,804 1,071,782 2,485,586
TOTAL LIABILITIES AND EQUITY 10,322,132 17,544,136 27,866,268
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51 RISK MANAGEMENT (continued)
51.4  MARKET RISK (continued)
Currency risk (continued)

Groupds sensitivity to currency exchange rates

The table below shows the currencies to which @meup had significant exposure at 31 December on its
monetary assets and liabilities and its forecasted cash flows. The analysis catbalatisct of a reasonably
possible movement of the currency rate against the Lebanese Lira, with all other variables held constant, on the
income statement (due to the potential change in fair value of currency sensitive monetary assets and liabilities)
and equity (due to the impact of currency translation gains/losses of consolidated subsidiarie)ative

amount reflects a potential net reduction in income while a positive amount reflects a net potential increase.

2014 2013
Change in Effect on profit Effect on Effect on profit Effect on
Currency currency rate before tax equity before tax equity
% LL million LL million LL million  LL million
US Dollar +1 826 - 22 -
Euro +1 27 1,341 18 1,409
SYP +1 - 718 - 869

Equity price risk

Equity price risk is the risk that the fair value of equities decreasasessilt of changes in the level of equity
indices and individual stock&quity price risk exposure arises from equity securities classified at fair value
through profit or losand at fair value through other comprehensive incdrieper cent increase in the value of
the Groupbs equi20Maauld have indréaseftieic compbebensive inconmmy LL 2,549
million and net incomédoy LL 1,797 million (2013: LL 2,170 million and LL 1,648 million respectively. An
equivalent decrease would have resulted in an equivalent but opposite impact.

Prepaymentrisk
Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties
repa or request repayment earlier or later than expected, such as fixed rate mortgages when interest rates fall.

Market risks that lead to prepayments are not material with respect to the markets wi@eutheperates.
Accordingly, theGroup considers prgayment risk on net profits as not material after considering any penalties
arising from prepayments.

515 OPERATIONAL RISK

Operational risk is the risk of loss arising fromadequate or failed internal processes, peayigtemsor from
external evets (including legal risks) When controls fail to perform, operational risks can cause damage to
reputation, have legal or regulatory implications, or lead to financiadoss

To reduce operational risk, th@roup has developed an Operational Risk Maeagent framework with the
objective of ensuring that operational risks within the component of the framework is acee¢ operational

risk policiesdesigned to ensure that operational risk has proper governance, and that it is maintained at an
acceptald level with a controlled and sound operating environmédrtte operational risk publications and
guidelines were placed on the Bankds intranet site
issues were handled by a separate OperatRisdd Committee which meetingge attended by business lines
Senior Managers including the Chief RisKffoer and the General Manager.
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51 RISK MANAGEMENT (continued)
515 OPERATIONAL RISK (continued)

The framework for managing and controlling operational risks encompass various tools including Risk & Control
Assessment (RCA), operational risk event and key risk indicators. The RCA is used by each business and support
unit to identify key @erational risks and assess the degree of effectiveness of internal controls. Inadequate
controls are subject to action plans that will help track and timely resolve deficiencies. This tool is subject to
proactive approach to minimize operational risks. This is reflected ithe operational riskassessment afew
products/activities/systems, protective information security and Business Continuity Planning, granular risk
analysis for its operating/existing activities, and continuous awareness sessions.

Operational risk events are classified in accordance with Basel standards and include significant incidents that
may i mpact the Groupbs profits and reputations for f
they are employed to facilte the operational risk monitoring in a forwdabking manner with pralefined

escalation triggers.

The Groupbs operational ri sk mitigation program invo
management program, whereby the former is@elversee the business continuity of essential business service

during unforeseen events mainly business disruption and system failures-envithtenterprise wide impadt

along with natural disasters and terrorism/ vandakvents. As to the latterehGoup purchases group wide

insurance policies to mitigate significant losses. These policies cover fraud, property damage and general
liability, and Directorés and officersod6 liability.

52 MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shws an analysis of assets and liabilities analysed according to when they are expected to be
recovered or settled.

2014
Less than 12 months Over 12 months
Up to 1to3 3 months 1to5 Over

(Amounts in LL million) 1 month months  to 1 year Total yeas 5 years Total Total
ASSETS
Cash and balances with central banks 2,403,232 10,953 407,122 2,821,307 1,583,336 2,644,142 4,227,478 7,048,785
Due from banks and financial institutions 2,572,980 225,641 114,658 2,913,279 - - - 2,913,279
Loans to banks and financial institutions and reverse

repurchase agreements 114,299 131,270 115,693 361,262 32,450 - 32,450 393,712
Financial assets given as collateral - - 7,005 7,005 - - - 7,005
Derivative financial instruments 3,914 768 2,033 6,715 - - - 6,715
Financial assets at fair value through profit or loss 190 756 746 1,692 24,062 129,828 153,890 155,582
Net loans and advances to customers at amortized cos 3,031,407 552,847 1,084,448 4,668,702 1,562,682 867,779 2,430,461 7,099,163
Net loans and advances to related parties at amortized 19,352 1,005 748 21,105 3,896 3,032 6,928 28,033
Debtors by acceptances 105,505 116,814 80,620 302,939 - - - 302,939
Financial assets at amortized cost 173,758 389,994 811,538 1,375,290 4,578,409 4,306,420 8,884,829 10,260,119
Financial assets at fair value through other comprehen:

income - - - - - 98,718 98,718 98,718
Property and equipment - - - - - 236,379 236,379 236,379
Intangible assets - - - - - 652 652 652
Assets obtained in settlement of debt - - - - - 36,677 36,677 36,677
Other assets 4,780 26 61,827 66,633 - 40,147 40,147 106,780
TOTAL ASSETS 8,429,417 1,430,04 2,686438 12,546,929 7,784835 8,363,774 16,148,609 28,694,538
LIABILITIES
Due to central banks 9,394 546 10,226 20,166 33,358 17,622 50,980 71,146
Due to baks and financial institutions 370,047 181,578 120,623 672,248 166,351 72,574 238,925 911,173
Derivative financial instruments 4,150 327 950 5,427 - - - 5,427
Customersod6 deposits at ar 13,667,419 2,766,219 4,918,081 21,351,719 1,956,827 69243 2,026,070 23,377,789
Deposits from related parties at amortized cost 291,393 1,852 7,068 300,313 12,500 - 12,500 312,813
Debt issued and other borrowed funds - - 616 616 - 444,771 444,771 445,387
Engagements by acceptances 105,505 116,814 80,620 302,939 - - - 302,939
Other liabilities 50898 1,652 85,078 137628 22,439 3,836 26,275 163,93
Provisions for risks and charges - - - - - 145429 145429 145429
Subordinated debt - 82 - 82 - 414,498 414,498 414,580
TOTAL LIABILITIES 14,498,86 3,069,070 5,223,262 22,791,B8 2,191,475 1,167,973 3,359448 26,150,586
Net (6,069,389 (1,63,999 (2,536824) (10,245,209 5,5%,360 7,1%,801 12,78,161 2,543952
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52 MATURITY ANALY SIS OF ASSETS AND LIABILITIES (continued)

2013
Less than 12 months Over 12 months
Up to 1to3 3 months 1to5 Over

(Amounts in LL million) 1 month months  to 1 year Total years 5 years Total Total
ASSETS
Cash and bahces with central banks 1,804,864 339,997 573,392 2,718,253 2,781,312 310,365 3,091,677 5,809,930
Due from banks and financial institutions 2,955,137 320,986 72,605 3,348,728 4,586 - 4,586 3,353,314
Loans to banks and financial institutions and rseer

repurchase agreements 65,444 142,388 401,664 609,496 5,370 - 5,370 614,866
Financial assets given as collateral - - - - 7,005 - 7,005 7,005
Derivative financial instruments 3,270 312 242 3,824 - - 3,824
Financial assets at fair value througbfjtror loss 5 83 1,066 1,154 17,281 139,012 156,293 157,447
Net loans and advances to customers at amortized cos 2,913,113 424,569 976,028 4,313,710 1,618,209 844,931 2,463,140 6,776,850
Net loans and advances to related parties at amortized 16,741 1,084 300 18,125 1,339 4,268 5,607 23,732
Debtors by acceptances 195,762 158,039 89,993 443,794 2,104 59 2,163 445,957
Financial assets at amortized cost 337,297 203,445 1,022,345 1,563,087 4,508,671 4,126,435 8,635,106 10,198,193
Financial asgs at fair value through other comprehensi

income - - - - - 86,895 86,895 86,895
Property and equipment - - - - - 243,230 243,230 243,230
Intangible assets - - - - - 811 811 811
Assets obtained in settlement of debt - - - - - 36,379 36,379 36379
Other assets 14,380 404 51,117 65,901 5 41,929 41,934 107,835
TOTAL ASSETS 8,306,013 1,591,307 3,188,752 13,086,072 8,945,882 5,834,314 14,780,196 27,866,268
LIABILITIES
Due to central banks 8,205 2 10 8,217 11,555 31,730 43,285 51,502
Due to banks and financial institutions 615,573 344,211 109,638 1,069,422 178104 145,036 323,140 1,392,562
Derivative financial instruments 2,878 179 6 3,063 - - 3,063
Customersd deposits at ar 13204,057 2,646,6% 4270055 20,120,797 1,800,18 49,204 1,849,38 21,970,185
Deposits from related parties at amatizost 225,405 13,332 12,175 250,92 13,56 - 13,56 264,477
Debt issued and other borrowed funds - 60,990 - 60,990 - 445,499 445,499 506,489
Engagements by acceptances 195,762 158,039 89,993 443,794 2,104 59 2,163 445,957
Other liabilities 73,132 1,861 90,620 165,613 26,014 4,077 30,091 195,704
Provisions for risks and charges - - - - - 138,375 138,375 138,375
Subordinated debt - - - - - 412,368 412,368 412,368
TOTAL LIABILITIES 14,325,012 3,225,299 4,572,497 22,122,808 2,031,526 1,226,318 3,257,874 25,380,682
Net (6,018,999 (1,633,992) (1,383,745 (9,036739 6,914,356 4,607966 11,522,322 2,485,586
53 CAPITAL
By maintaining an actively managed capital base, t he
business, to ratn sufficient financial strength and flexibility to support new business growth, and to meet
nati onal and international regul atory capital requir

monitored using, among other measures, the rubesratios established by the Central Bank of Lebanon
according to the provisions of Basic Circular No 44. These ratios measure capital adequacy by comparing the
Groupbs eligible capital wi t h i t-lsalaned shesternmétments ai& f i nan
weighted amount to reflect their relative risk.

To satisfy Basel Il capital requirements, the Central Bank of Lebanon requires maintaining the following ratios
of total regulatory capital to riskeighted asset® be achieved gradually yearend 2015 as follows

Common Tier 1 capital

ratio Tier 1 capital ratio Total capital ratio
Year ended 31 December 2013 6.0 % 8.5% 10.5%
Year ended 31 December 2014 7.0% 9.5% 11.5%
Year ended 31 December 2015 8.0 % 10.0 % 12.0%
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53 CAPITAL (continued)

Risk weighted assets
As of 31 December 2@1and 203, risk weighted assets are as follows:

2014 2013
LL million LL million
Risk weighted assets 15,810239 16,139,378

Regulatory capital
At 31 December 20and 203, regulatory capital consists of the following:

Including profit for the year less

Excluding profit for the year proposed dividends
2014 2013 2014 2013
LL million LL million LL million LL million
Common Tier 1 capital 1,568,174 1,534,004 1,659,415 1,597,136
Additional Tier 1 capital 601,580 601,286 601,580 601,286
Tier 2 capital 463,616 464,967 463,616 464,967
Total capital 2,633,370 2,600,257 2,724,611 2,663,389

Capital adequacy ratio
As of 31 December 2@1and 203, capital adequacy ratio is as follows:
Including proft for the year less

Excluding profit for the year proposed dividends
2014 2013 2014 2013
Common Tier 1 capital 9.92% 9.50% 10.50% 9.90%
Total Tier 1 capital ratio 13.72% 13.23% 14.30% 13.62%
Total capital ratio 16.66% 16.11% 17.23% 16.50%

The Group manages its capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristafkits activities. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividend payment to shareholders, return capital to shareholders or issue capital
securities. No changes were made in the objectives, policieprandsses from the previous years, however,

they are under constant scrutiny of the Board.
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54 DIVIDENDS PAID AND PROPOSED

Dividends paidduring theyear

Equity dividends on ordinary shares LL 200 per share
Distributions to preferred share2008 series US$ 8.00 per share
Distributions to preferred share2009 series: US$ 8.00 per share

Less: dividends on treasury shares

Proposed for approval at Annualggerl Assembly

(not recognized as a liability as at 31 December)
Equity dividends on ordinary shares LL 200 per share
Distributions to preferred share2008 series US$ 8.00 per share
Distributions to preferred share2009 series: US$ 8.00 per share

2014 2013
LL million LL million
113,103 113,103
24,224 24,224
24,224 24,224
161,551 161,551
(539) (714)
161,012 160,837
113,103 113,103
24,224 24,224
24,224 24,224
161,551 161,551
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