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Brief about Bank of Syria and Overseas

Bank of Syria and Overseas (B50) is one of the first private banks in Syria that started operations in
January 2004 after an absence of the private banks in the Syrian Market for over 40 years.

BSO belongs to BLOM Bank group that allows access to a large international network in Lebanon,
Jordan, Egypt, United Arab Emirates, Cyprus, France, United Kingdom, Switzerland and Romania.

The Bank is one of the major founding shareholders (5%) in Syria International Insurance (Arope Syria)
that started operations in June 2006.

Bank of Syria and Overseas main objective is to contribute actively and effectively in the success of
Syrias economic expansion and growth. It provides a set of commercial banking activities in compli-
ance with the outstanding rules and regulations.

Main Services:

= Opening of Accounts/Deposits, In Syrian Pounds and In Foreign currencies.

= All Banking transactions related to Domestic & International commerce including Discounting Bills,
Handling of Collections and International Transfers within the local regulations.

= Loans and credit facilities to commercial and industrial enterprises.

= Finance of Import-Export trade.

= Letters of Guaranty and Letters of Credit.
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Chairman's Letter

It is my pleasure to present the board's report for the year 2006 including a brief about the major
activities and achievements of Bank of Syria and Overseas as well as the management plans for the
year 2007,

Investment environment in Syria has lately witnessed important developments due to the issuance of
new regulations that encourage local and foreign investments. Thus, the role of private banks as
financial intermediaries between different economic sectors has been consolidated, enabling the
channeling of a larger portion of savings to finance productive projects established particularly by
the private sector.

However, the year 2006 was characterized by important developments in Bank of Syria and Overseas's
performance and a remarkable growth in financial results, due to the improvements in quality and
quantity of services provided by the bank for a larger client base as well as the procedures taken by
the financial authorities to develop the banking sector regulations.

The Bank's activities were expanded in 2006 achieving high growth rates for major indicators, total
assets increased by 92% to reach 5YP 49.743.095.127 and clients’ deposits grew by 109% to reach 5YP
43.996.600.368, while net realized profit after tax amounted to SYP 236.907.726 achieving a 46%
increase,

According to our conservative approach and in order to ensure the proper use of clients’ deposits
funds, we have always searched for the best investment opportunities to allocate these funds
effectively, taking into consideration the accepted level of related risk in order to maintain a high
quality of assets,

The Bank's achievements were mainly driven by the effective management of the bank, the
continuous development of services provided as well as the geographic expansion of branches
network which has given access to a larger number of population and different categories in the
society,

Qur strategy for the year 2007 will continue to focus mainly on the consolidation of the bank's
position and performance through the development of existing services, the introduction of new
products in compliance with the market's needs, the expansion of branches network to cover major
Syrian cities, the application of latest technologies and innovative banking solutions as well as the
human resources extensive training and development.

Moreover, and since an increase in the foreign and local investments is expected, we intend to expand
our financing activities in order to benefit from the available investment opportunities.

Finally, on behalf of the board's members, | would like to express my gratitude for all the employees of
Bank of Syria and Overseas who have made a great effort and participated effectively in the
achievements and success of our Bank, | would like to appreciate as well the great trust provided by
shareholders and assure them that maximizing shares value and customer satisfaction remain the
main pillars of our future strateqy, we promise them to do our best to reach excellence and provide
always accurate and transparent information.

Dr. Rateb SHALLAH

Chairman - Bank of Syria and Overseas
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Clients’ Deposits Evolution

Strong & Continuos Growth
{in thousands of 5YP)
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Evolution of Main Indicators

1.Total Assets
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2006 Major Highlights

Main Indicators

(in thows ands of 5YF]

311272006 311252005 Growih
Assets 49,743,095 25,949,917 92 %
Clients’ Deposits 43,956,600 21,088 509 109 %
Shareholders' Equity 3,320,590 INETT2 3%
Raalized Profits 236907 167,825 46 %
Placements with Cormespondents 24,756,430 12,587.275 97 %0
Direct Crodit Facilities 6425 530 4, 638840 EL R
Financial Ratios
Liquidity
2006 2005
Liuidity Ratio [all currencies) LER FEL
Liquidity Ratio [SYP] 77% 57 %
Liquidity Ratio (foreign currancies) 103 5 1148
Proftability
2006 2005
ROA 065 % 082 9%
ROE 381 % 5.599%
Yield on Earning Assets 472 % 2.92%
Sproad 2.16% 144 %
Met Incoms | Revenuss G5 9 2%
Lot J Income ratln 82 6 70
Uses of Funds
2006 2005
Eaming Assets to Total Assets £ By 9%
Eaming Assets 1o Deposlis 75% 85 %
et Loans to Assels 13 % 18 %
Miet Loans o Deposic 15% 22%
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Major Shareholders
& Board of Directors

Major Shareholders

Mame % of Total Capital (after increase)
BLOM BANK SAL 39%
International Finance Corporation (IFC) 10%
Dr.lhsan BAALBAKI 50
Mr. Ibrahim SHEIKH DIB 2.50%
Dr. Rateb SHALLAH 1.25%
Mr. Mohamad Ramzi CHABANI 2%
M. Mahamad Adib JOUD 0.60 %
Name % of Total Capital (after increase)
Dv.Rateb SHALLAH Chalrman 1.25 %
Mr. Arms AZHARI Vice Chalnman 1.66 %
De.lhsan BAALBAKI Board Member 5%
Mr. lbrahim SHEIKH DIB Board Member 2.50 %
Mr.Mohamad Ramzi CHABANI  Board Member %
Wir. Sand AZHARI Board Member 1.66 %
M. Samer AZHARI Board Member 1.66 %
M. Habib BETTHIANEH Board Mirmber 0.56 %
Mr. Mehiran KHWANDA Board Member 0.52 %
Mr. Mohamad Adib JOUD Board Advisor
Mr. Gearges SAYEGH Board Secretary
DELOITTE & TOUCHE (Middle East)
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General Management

General Management

Dr.Rateb SHALLAH

Mr. George SAYEGH
General Manager

Chairman

Mr. Amr AZHARI
Vice Chairman

Central Departments (Head Office) and Main Branch

Departments
Credit

Internal Audit

Administration

International

Human Resources

Managers
Bashir YAKZAN

Georges HADDAD

samir ASMAR

Inaya SOUBRA

Rima JAWAD ZEIN

Tel: 963 11 2460560
Fax:963 11 2460560
bsomall@bso.com.sy

Tel: 963 11 2460560
Fax: 9863 11 2460560
bsomail@bso.com.sy

Tel: 963 11 2460560
Fax: 963 11 2460560
bsomail@bso.com.sy

Tel: 963 11 2460560
Fax:963 11 2460560

bsomall@bso.com.sy

Tel: 963 11 2460560
Fax: 963 11 2460560
bsomall@bso.com.sy
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General Management

Retall Banking Mohamad Y KHALED

Information Technology  Salem MAHMOUD

Operations Michel MANNEH
Accounting Shady DIAR BAKERLY
Main Branch Sameer BASS0US

Tel: 963 11 2460560
Fax: 963 11 2460560
retalldept@bso.com.sy

Tel: 963 11 2460560
Fax:963 11 2460560
itdept@bso.com.sy

Tel: 963 11 2460560
Fax: 963 11 2460560
bsomaill@bso.com.sy

Tel: 963 11 2460560
Fax:963 11 2460560
bsomall@bso.com.sy

Tel: 963 11 2460560
Fax:963 11 2460560
bsomall@bso.com.sy
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Human Resources Activities in 2006

In 2006, the Human Resources Division exerted considerable efforts to meet the Bank's corporate
and strategic objectives which were viewed as the most critical and challenging needs.

In this context and along with the Bank's expansion plan and the opening of new branches in
various Syrian Regions, the total number of the Bank's staff has increased, throughout 2006, by 49%
to reach 185 employees mostly holders of university degrees and with relevant work experience.

In its attempt to develop the skills and abilities of its Human Capital, the Management of the Bank
encouraged its staff members to participate in several internal and external training programs that
enable them to master various Banking Techniques and Procedures. The training subjects were
numerows and covered a wide variety of topics aligned with the Bank's interests.

In this respect, several training programs were conducted internally to familiarize the staff with the
Bank's Products in order to improve efficiency in delivering and marketing the Bank products and

services.

In addition to the in-house training programs, several employees participated in mare than 24
seminars and conferences offered by local and international training institutions among which 6
overseas programs attended by 11 employees took place in Lebanon, Jordan, Germany and Austria.
Those programs concentrated mainly on the following subjects: Letters of Credit, Corporate Loans
and International Relations.

Besides, the Bank continued to support the participation of its employees in English and Computer
courses delivered by local training centers.

In the meanwhile, 60 staff members hired in 2006 were enrolled in Integration and On the Job
training programs in various Branches and Departments to acquire the essential banking knowl-
edge that will enable them to perform their potential jobs in an effective way.

In its attempt to provide university students with a cultural and educational support, the Bank
hosted during summer 2006, 35 student interns from different universities to follow an Internship
Program in the Bank's premises. This program intends to familiarize students with the various
banking operations related to their fields of study.

Bl R TY e —
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Management Discussion and Analysis

Operating Environment

The latest period witnessed important developments in the economic and investment environment
in Syria. A set of new laws and regulations were issued to attract the Arab and foreign sources of
funds and encourage private sector investments, especially after the decrease in oil production
which urged the seeking for new alternatives in the economic infrastructure.

The legislations 8 & 9 concerning investment procedures and requirements were issued in the first
month of the year 2007 in order to develop a new legal framework that reflects the progress in the
investment environment as well as the development in legal infrastructure of the Syrian economy.
However, they aimed to develop investment conditions, and, in parallel, to simplify investment pro-
cedures in compliance with the economic reforms adopted by the government.

The year 2006 was characterized by positive indicators in different economic sectors that resulted
in a growth of 5.5% in GDP. /"

According to the publications issued by the Central Bank of Syria, inflation rate increased to 10.3%
in 2006 compared to 7.4% in the year 2005, however, a special monetary policy is adopted by the
authorities to ensure the stability of exchange rate and control the inflatlon rate through different
policies such as interest rate pricing and the development of financial instruments.

The value of exports excluding oll rose up to reach USD 10,8 Billion which indicates the remarkable
growth In productive industries targeting new international markets ™

The growth in exports helped to decrease the deficit in the balance of trade to 5YP 24 Billion
compared to SYP 78 Billion in 2005.%

Development of Financial and Banking Sector

Several developments in Financial and Banking Sector occurmed In 2006, such as the introduction of
Insurance Companies and Islamic Banks, the establishment of Syrian Commission of Financial

(1) AL Thawra No. 13285 15/04/2007 p 11
(2) AL Thawra No. 13295 26/04/2007 p 3
(3) AL Thawra No. 13285 15/04/2007 p 3
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Management Discussion and Analysis

Markets & Securities, the regulations providing higher flexibility in foreign currencies transac-
tions, as well as the reduction of tax rates on investment projects and public companies.

Howewer, the activities of Private Banking Sector expanded tremendously in a highly competitive
and growing market, total assets in private banks reached approximately SYP 140 Billion in
December 2006 achieving an increase of 91% compared to the year 2005.

The private banks branches accounted for 13% of total branches number in Syria, they have been
increased to 43 branches at the end of 2006 compared to 21 branches in 2005.

According to the financial statistics issued in September 2006, the private banks deposits repre-
sented 17% of total deposits in the banking sector, compared to 9% in the previous year 2005,
which indicates the impressive growth of private banks' market share in Syria.

Private banks' total assets increased as well to account for 11.4% of the total assets in banking
sector, compared to 7% at the end of 2005, which was mainly due to the expansion in private
banks activities and the increased importance of their role as financial intermediaries between dif-

ferent economic sectors.

(4) Banking & Insurance Syria 2007 p 15
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Management Discussion and Analysis

Financial Analysis

1- Clients Deposits:

Clients deposits are the most important source of funds for the bank, the deposits to total assets
ratio increased during 2006 to 88,45% compared to 81,27% in 2005.

Furthermore, they increased to reach approximately 5YP 44 billion in 2006 compared to 5YP 21
billion in 2005.

1-1 Clients Deposits Currencies:

Clients Deposits 2005 2006
SYP 38% 42%
Forelgn currencies B2 9% 58 %

Clients deposits in Syrian pounds increased to present 42% of total deposits compared to 38% in
2005 which Is due to the Increase of Clients confidence In local currency, espedally after stabilizing
the exchange rate by the Central Bank.

Clients Deposits by Currency

(in thousands of 5YF)
25,603,294

& 30,000, 000
+ 25,000,000
20,000,000
B syrian Pounds _ 18,393,306 13,174,160 15,000,000
B Foreign currencies L4349 10,000,000
—_— —= 5000, 000

0

20086 2005
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Management Discussion and Analysis

The growth of deposits in Syrian Pounds exceeded the growth of depaosits in foreign
currencies.

Clients deposits (thousands SYP) 2006 2005 Growth
SYP 18.393.306 7914349 132%
Foreign currencies (in SYP) 25,603.294 13.174,160 94%

Total 43,996,600 21.088.509 109%

1-2 Deposits Structure:

In 2006 term deposits witnessed a remarkable growth to represent 65% of total deposits compared
to 55% in 2005, while demand deposits declined to 31% (38% In 2005) and saving accounts
decreased as well to 3% (6% in 2005), which reflects the increase of client’s confidence in the banking
sector and helps, at the same time, in creating more stable structure for medium term lending.
However, on the cost side, the increase in term deposits led to an increase in the volume of interest
expense due to the higher rates of interest paid.

Types of Deposits

Deemiand 3% 1% 31 O
lerm

2006

Saving

OOm @

Related parites
65 %

6% 1%
Cremand

O

. Term
D Saving
O

Related partes

2005
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Management Discussion and Analysis

1-2 Deposits Structure:

The majority of clients' deposits are short term deposits, 88% of deposits did not exceed three months
maturity, This, however, requires developing more flexible interest rate pricing-policy by the Monetary
Authorities in order to encourage medium and long term deposits that are important source of funds
for medium and long term lending activities and, simultaneously, minimize the effect of any potential
liquidity gap which may arise due to deviation between assets and liabilities maturities.

% 4% 2%

[ less than one month
B one month to 3 months
[J 3 months to & months
38%
[J &6 months to 12 months

B more than 12 months

2- Funds’ Distribution

The bank's policy aims to search for new opportunities to invest the bank's increasing funds taking
into consideration acceptable level of risk and high quality of assets.

The bank's funds are distributed as follows:

* Placements with correspondent banks in foreign currencies.

« Loans to commerclial and industrial enterprises in Syrian Pounds and forelgn currencles (trade
finance) as well as retail loans to individuals {car loans and personal loans).

= Certificates of deposit with different maturities in Syrian Pounds.

PR ] [ B S ;
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Management Discussion and Analysis

2-1 Deposits with the Central Bank and Correspondents:

The bank’s deposits with the Central Bank and correspondents are broken down as following:

- Compulsory deposits with the Central Bank of Syria (according to the related regulations).

- Demand deposits in Syrian Pounds and foreign currencies with the Central Bank and domestic cormre-
spondents.

- Demand deposits in foreign currencies with foreign correspondents.

- Term deposits (placements) with correspondents in foreign currencies.

Demand deposits with the Central Bank of Syria earn 1% interest starting November 2006,
Demand depaosits with foreign correspondents are intended to meet the Clients trade finance require-
ments, nevertheless, they are considered to be major interast earning assets,

Banks placements with correspondents increased sharply during 2006 as a result of Clients deposits
increase; consequently, the bank expanded its correspondents network taking into consideration
three major requirements:

- Rating of the correspondent.

- Best offered interest rate, with respect 1o maturity, ensuring the bank's capability to liquidate the
placement and meet any sudden withdrawal that might accur.

- Diversity of correspondents’ netwark (risk diversification palicy).

Term deposits with correspondents

24,756,430

25,000,000 7~
0,000,000 -E 12,587,279
lin thousands of 5YP) 15,000,000 -+ o T - S—
10,000,000 4+~ A
5,000,000 4
. I

2005 20106
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Management Discussion and Analysis

2-2 Loans and Advances:

In 2006 the bank continued its credit policy in targeting certain type of clients in different
economic sectors with emphasizing on the relevant collaterals needed in order to keep high
assets’ quality and minimize the credit risk as much as possible.

In parallel, the bank expanded its products toward new market segment (retail banking activi-
ties) in order to meet the local increasing needs and maintain its market share with the entrance
of new rivals.

Loans and Advances

9,000,000 + | — —
8,000,000
7.000,000 L
6000000 L L.

{in thousands of SYP) 5000000 |-~ 1 4:638,840
4000000 L~
3000000 A
2,000,000
1,000,000 -+

6,425 530
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Management Discussion and Analysis

2-2-1 Types of Loans and Advances:

Commercial loans and overdrafts are still the major component of the bank's loans and advances
portfolio (66%), they increased in 2006 by 31% while the discounted bills increased by 84% and the
promissory notes by 15%.

Loans and Advances by type

4,267,980
4,500,000 -

4,000,000 -
3,500,000 &
3,000,000
2,500,000 |
2,000,000 |
1,500,000 -
1,000,000
{in thousands of 5YP) 500,000 =

o L

3,257,403

B Commercial lcans and overdrafts
[l Discounted bilks

o Promissory notes Br41M

2005 2006

3- Profitability:

The bank's management policy has been always based on balancing between revenues and
expenses which Increase along with the increase in bank™s activites and geographic expansion, in
2006 the bank achieved net realized proht of SYP 236,907 K compared to 5YP 161,824 K in 2005
(before compulsory reserves and after tax).

Amounts in thousands SYP 2005 2006 Growth
Revenues 713489 1.778.582 150%
Pra-tas syponses 501,437 1,452,790 19096
Met realized income pré-1ax and resen/as 212051 335792 %
MNet realized income post-tax and pre-reserves 161 825 236,907 A65%

PR ] [ B S ;
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Management Discussion and Analysis

According to the Credit and Monetary Council's decision No. 249, issued in 2006, valuation differ-
ences of structural position (related to capital funded in USD) wers included in the Income
Statement as follows:

Year ended 315t December

SYP SYP
2006 2005
Result of the year 236,907,726 161,824,974
Unrealized {loss) / profit (133,088,681) 63,462,197
Met result including Unrealized (loss) / profit 103,819,045 225287171
Profitability
{in thousands of SYF) <0000 7 1,778,582
1,541,675
B revenues 1,500,000 !
B Expenses (includingd )
[0 Met realized income pre-reserves 100,500 713,489

551,664

500,000

236,507
161,825 2

2005 2006
3-1 Revenues:

During 2006 the bank witnessed a remarkable growth in its revenues. The increase of clients' deposits
caused an increase in funds placed with correspondents which in turn resulted in a sharp increase in
interest income, in addition to the increase in interest income generated from loans and advances.

3-1-1 Interest Income (Loans and Advances + Depaosits with Banks):

In 2006 revenues from interest income reached SYP 1,547,971 K compared to 5YP 520,417 K in 2005.
The contribution of interest income from term depaosits with banks (including CDs) raised up to 66%
from total revenues in 2006 [53% in 2005) while interest income from loans and advances contributed
in 34% (479% in 2005).

PR ] [ B S ;
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Management Discussion and Analysis

Interast income from term deposits with banks increased to 5YP 975,443 K compared to S5YP 273,852
K in 2005 due, firstly, to the increase in volume of the term deposits which resulted from the increase
of Clients deposits and the expansion in trade finance operations, and, secondly, to the increase in
global interest rates during 2006.
Moreover, interest income from CDs amounted to SYP 45,113 K
Similarly, interest income from loans and advances increased in 2006 to 5YP 527 415 K compared to
SYP 246,565 K in 2005.

Interest Income

{in thousands of SYP) 1,200,000 1
G75.443
B irterest from boans and advances 800,000 |
B inerestfromiterm deposits with banks
GO0
D Interest from CDs 527415
200,000 £

45113

246,565
=
0

2005 2006

3-1-1 Mon-Interest Income: [Commissions Received + Other Revenues):

Non-interest income accounted for 13% of total revenues. The increase of trade inance activities (LCs,
LGs, Documentary collection....) as well as the increase of discounted bilis volume caused an Increase
of 43% in non-interest revenues to reach SYP 230,609 K compared to SYP 162,293 K in 2005.

At the same time, during 2006, Central Bank of Syria interfered in FX Market in order to stabilize and
control the ralse of US Dollar exchange rate causing a negative valuation differences in FX position

held by the bank.
MNon-Interest Income

{in thousands of SYP) 250,000 | 3 g
200,000 1
162,293
[ Mon-interst income 150,000
[ Frofit / floss) of FX position 100,000 { |
50,004 4 — i
o 10,065-
-50,000) 1

2005 2004
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Management Discussion and Analysis

3-2 Expenses:

The increase of bank's activities as well as the geographic expansion that took place in 2006 led, natu-
rally, to an increase in the bank's expenses volume to reach 5YP 1,452,790 K (excluding tax) compared
to SYP 501,437 K in 2005. Nevertheless, the bank's management is still balancing effectively between

the bank's revenues and expenses.

3-2-1 Interest Expenses:

Interest expenses increased from SYP 310,373 Kin 2005 to 5YP 1,126497 K in 2006 as a natural result

of the increase in clients term deposits.

Interest Expenses

1,200,000 1

1,000,000 +

BOO,000
B interest Expenses

GO0,000

00,000 -

200,000 +

1,126,497

310,373
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Management Discussion and Analysis

3-2-2 General and Administrative Expenses:

The geographic expansion during 2006 led to an increase in general and administrative expenses due
to the escorted increase in depreciation and amortization of the newly acquired fixed assets, as well
as the increase of wages’ volume resulted from the recruitment’s expansion.

General and Administrative Expenses

200

. Depreciation and amortization
W wages
L] Other General and administrative EXPansEs

151,852

. Depreciaion and amonization 62417 38,053
5] Wages
[ other General and administrative expenses

3-2-3 Provisions:

According to the Central Bank decision No. 249, the bank booked a provision for exchange rates varia-
tion amounted to 5¥YP 2,483 K [10% of operational position) in addition to provision for doubtful
debts of SYP 9,989 K due to reclassification of a client debt.

PR ] [ B S ;
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Management Discussion and Analysis

The year 2006 witnessed important achievements and remarkable improvements in the bank's per-
formance which was mainly due to the development in the quality and quantity of services
provided as well as the geographic expansion that helped to enlarge and diversify our client base
and expand the Bank's activities.

Major Developments in Banking Services in 2006:

= The opening of 3 new branches in Tartous, Mazzeh-Damascus, and Homs (officially inaugurated in
2007).The latest technology systems are implemented in all branches to provide high quality
services and satisfy the clients’ requirements.
- Mobile bills domiciliation (Syriatel- Areeba)
- Payroll domiciliation and banking services provided with special conditions to the employees of
large firms.
- A set of retall products were introduced [n the market, such as:
- Local ATM card which has been lately linked to a wide local network , providing accessibility
to more tham 150 ATMs in Syrian Cities.
- International Visa Card [Classic- Gold).
- Retail loans {Car Loan and Personal Loan) .

The Management plans for the year 2007 concentrate on maintaining a high level of
performance through:

= Implementing Strategic development plans in order to maintain the Bank's Market Share in the
highly competitive and growing local market.

- Proceed with the Bank's expansion plan that tends to cover major Syrian cities and provide
services to a larger client base.

- Implementation of highly specialized and innovative IT systems for banking solutions.

- Improve the skills and abilities of human capital by providing specialized training programs to
master various banking techniques and procedures,

- Development of new banking products and services based on the local market requirements.

- Effective management of revenues and expenses, in order to achieve the highest possible added
value to shareholders.
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Independent Auditor's Report

DM-31976

INDEPENDENT AUDITOR'S REPORT

To the Shareholders
Bank of Syrla and Overseas
Damascus, Syria

We have audited the accompanying financial statements of Bank of Syria and Overseas 5.A., which
comprise the balance sheet as at December 31, 2006, and the income statement, statement of changes
in equity and cash flow statement for the yvear then ended, and & summary of significant accounting
policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management Is respansible for the preparation and fair presentation of these financial statements in
accordance with International Fimancial Reparting Standards and Syrian banking regulations related to
palicy 3.0, This responsibility includes: designing, implamenting and maintaining internal cantrol
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditar's Responsibility

O I'I!';-pl::l'liihi“l:p' is 1o express an opinion on these financial staterments based on our audit. We
conducted our audit in accordance with Intérnational Standards on Auditing. Those standards require
that we camply with ethical requirements and plan and pErrl:I-rlTl the audit to abtain reasonable
assurance whether the financial statements are free from material misstatement

An audit involves performing procedures 1o obtain audit evidence about the amounts and disclosures In
the financial statements, within the limitations imposed by the existing banking laws in Syria. The
procedures selected depend on the auditor’s judgment, Including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers Internal control relevant to the entity's preparation and falr
presentation of the financial statements in order o design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We balieve that the audit evidence we have obtained is sufficient and appropriate 1o provide a basls for
aur audit aplinion,

Opinion

In our apinion, the financial statements present fairly, in all material respects, the financial position of
Bank of Syria and Owverseas 5.A. as of December 31, 2006, and of its financial performance and its cash
flows for the year then ended in accardance with International Financial Reporting Standards and Syrian
banking regulation related to policy 3.0,

Damascus, Syria
March 7, 2007 Deloitte & Touche
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Balance Sheet

BANK OF SYRIA AND OVERSEAS S.A.

BALANCE SHEET
#z of Decembear 31,
" 2006 2005 (Restaied)
Assets SYP SYP

Cash & due from banks 5 13.721.055.317 6,274,289,387
Intenest saming term Deposits with banks 5 24.756.430,813 12.587.279.138
Cash compulsory reserve & 1.927.463.707 914.912.901
Fiewarvcial ad st

ailable for sale 7 50.000.000

Held to maturity B 1.000.000.000 =
Loans and sdvances g 6.425.530.625 4,638 835,629
Customiers’ acceptance 10 612.624.323 651,531,654
Cther assets i1 164,950,937 32 666,899
Property and equipment {net] 12 698950072 414 486 841
Intangible xisets 13 81,419,493 128.352.783
Regulatory blacked fund 14 294,269.840 307.555.330

Toatal Assets

A0, 743.0095.127

4594591 6604

o o i i

Ciue o barike 15 323.658.947 175000 149
Customers' depodits & other credit balances 18 43906600, 368 41.088.508.961
Accounts payable & miscellaneous creditors 17 1.231.011.099 713035400
Eh,munﬂ]m;r aceplances 10 613624333 651,533 404
Othaer llabiiitles 18 158.609.578 105 066,434
Tatal Eabilitics 46.422.504,315 32,733.144,837

T I R I
Capital

19 1.000,000,000 - 3,000, 000,000
Ll-l]al FESaFe 20 I RT3 ET0 16182 4897
Special reseree 20 10.873.270 16,182,497
Enr.mnge mEvaluation on capliad 157.53%5.419 ;
Paid In L% Dallars 18 : i
Hetained earnings 298,379,691 108853511
Total eguity 3,320.590,812 LIE7TLTET
Total labilities and equity 49 743095127 25549 916,604
FINAMCIAL INSTRUMENTS WITH -
OFF-BALANMCE SHEET RISKS:
Letters of Guarantes & 964 359850 6.227.995.057
Documentany and comemercial letters of credis 1.765.987.985 To0.083. 160

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMEMTS
g My ;
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Income Statement

BANK OF SYRIA AND OVERSEAS S.A.

INCOME STATEMENT

Year ended December 37,

2006 2005 {Restated)
_

imerest Income:
Loans and advances 527415085 246,564,534
Flnanchal assets held to matudity ] 45,113,890
Deposits with banks 22 G75.443 488 273852, 306
1,547 Q72 ab7 20,416,930
imi=mrest Expense;
Diepasits and other credit balsnces 23 ,125323,688) [F03,641,279)
Deposits from Banks 1,273,329} (6,731,311}
(1:126.497.017) (310,372, 590)
Mt imteregt income 421 475,450 210,044,340
Commissions, fees and other revenues (net) 24 430,509,131 162,293,191
Met realized exchange (loss)higaln (10,069.411] 24 BRR, 586
Provision for exchange rates variation [2,483,000) =
Net ursealized exchange (oss)/ gain 133,068,681 63,462,197
Mt finandal revenues 06,443 485 450,688,314
Oither sxpenses:
Genesal operating sxpenses 25 (236,548,017} (153,0012,289)
Prowision for doubtiul debits . 19, 9ED, 188} -
Depreciation and amortization 166,361 ,969) (3B8,052,604)
Other {expenseslaniome 20 440,270) 3,890,730
Total tlh!"ﬂ!!ﬂ-lﬁ HIHJ‘M' ﬂﬁ'.l ?‘,'F.’]-I
Incomeioss) Inclushe of unrealleed (loss) / gain
on G e andi before come ks 192,704,045 175574071
Incoame tax 17 LB B85 000 50,227.000)
Mt income for the year 2B 103,819,045 2252874

SEE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS
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Cash Flow Statement

BANK OF SYRIA AND OVERSEAS S.A.
CASH FLOW STATEMENT

Year ended December 31,

2006 2005 (Restated)
SYR SYR

Income/(Loss) for the year/ period before income tax 192.704.045 175,514,171
Adjustrnents to reconclle Insses to net cash provided

Ly cperating activities:

Depreclation and amaortization £5.3¢1.969 38.053 604
Provision for exchange rates variation 2.483.000 -
Provision for doubtful debis 9,585 188 =
Curmency adjustment on capital funded in US Dollars 13.285.450 {6,346.218)
Met incrense in other assets (132.284.038) [ 24.373.891)
Tax settlement {50.227.000) =

Met Increase In accourts payable & miscedlaneous oreditons 4T 31T7.450 446,122.063
Met mncrease In other |abilites 151,060,154 S8.498.913
Mt cash provided by operating activities 732690358 B15.465.641

Term deposits with banks (TZI69.151.675) {11.021.279,138)
Loans and advances {1.796.660.1684) (3.692.442.694]
nvestments in Anancial assets {1.050.000.000) -
Property and equipimsnt 31 (2759.504.160] [269.453.216)
Irtangible asuets 1 [34.783.750) (40.956.384)
Regulatory blecked fund [150.000,004)

et cash used in investing activities
Cash flows from financing activities:

[15.330.123.7659) i.’t‘.t?iJ ﬂi.li

Cusstamsrs’ deposits and other credit balamees 27 908 031 407 18.191 594591

Cash compulsory reserve {1.012.550.904) {914.912.903)

Oue to banks 148 658,754 164 BR5.135

Paid up capital - 1.500,000.000

Met cash provided by financing actlvities 22044199401 18.943667.229
Met increase in cash and due from banks TG, 765930 4, 595.001.43%

Cash ard due from banks - Beginning of yoar 6174 385,187 1.679.267.948

Cash ard due from banks - End of year

13.721.055317 6.274.389.387

SEE ACCOMPANYRNG MOTES TO THE FINMANCIAL S5TATEMENTS
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Statemant of Changes in Shareholder *s Equity

BANK OF SYRIA AND OVERSEAS S.A.
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Capital Legal reserve | Special reserve
_

Balance December 31, 2004 1,500,000,000 =
Capital increase 1,500,000,000 = .

Net income for 2005 . - .

Change in cunrency sdjustment on 19
capitad funded in LS Dollars

Allacation of 2005 net income - 14,142,497 16,182,497
Ealanee - Decamber 31, 2005 (Hestated) 2,000, 003,000 16,182,457 16,182,497

Met incomse lor 2006

G:ﬁ'mmm T L] 2 E f

Ajhu'[mdm]ﬁul income . 13,690,773 43,690,773
Balance - December 31,2005  3poumopod 35873270 WA

SEE ACCOMPANYING NOTES TO THE FIMNAMCIAL STATEMENTS
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Statemant of Changes in Shareholder *s Equity

Currency adjustment | Retained Earnings / Income for the year

on capital funded | (Accumulated Losses) SYR
5YR SYR
12,061,048 (20,808, 465 - 1491, 484,596
» 5 . 1.500,000,000
- . 2252687471 225287171
B3 482.197 = (63 462,197 -
- 129,459,980 (161,824,874) -
715.553, 263 108,853,511 - 3.216.771. 767
- - 103, B19,045 103,819,045
(133,088,681 - 133,086,681 .
- 189,526,180 (236,907, 726) -
157, 535.419) Hlﬁfi.ﬁﬂ = 3.320,590.812
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Notes to the Financial Statements

1. Objective and Formation of the Bank

Bank of Syria and Overseas 5.A, is a Syrian joint stock company, incorporated on November 19, 2003
and registered under No. 13900 on December 29, 2003 at the commercial register of Damascus and
under No. 9 on the banks list published by the Central Bank of Syria. The headquarters of the Bank
are located in Harika, Bab Barid, Lawyers Syndicate Building, Damascus, Syria.

As of December 31, 2006, the Bank had nine branches: one in Aleppo, one in Lattakia, one in Hama,
one in Homs, one in Tartous and four in Damascus,

2. The Implementation of New and Modified Intermational Financial Reporting Standards:

In the current year, the Bank has adopted the new and revised standards and interpretations, issued
by the International Accounting Standards Board (IASB), and the International Financial Reporting
Interpretation Committee (IFRIC), that are relevant to the Bank's operations and applicable for
accounting periods beginning on January 1, 2006, The adoption of the new and revised standards
and interpretations has resulted in changes to the Bank presentations and disclosures in the
financial statements with respect to financial guarantee contracts in line with the |1ASE amendments
of IAS 39: Recognition and Measurement. The impact of these changes is discussed in detail later in
this note,

IAS 1: IAS 1 (Amendment) Capital Disclosure (Effective from January 1, 2007)
IAS 1 (Amendment) requires the disclosure of financial information that enables the users of the
financial statements to assess the antity's objectives, policies and processes for managing capital,

IFRS 7: Financial Instruments: Disclosures (Effective from January 1, 2007)

IFRS 7 supersedes 1AS 30 [Disclosures In the Financial Statements of Banks and Similar Financial
Institutions), and some of the disclosures required by 1AS 32 (Financial Instruments: Disclosure and
Presentation).

IFRS 8 : Operating segments [(Effective from January 1, 2009)

IFRS & supersedes IAS 14 (Segment Reporting). It extends the scope of segment reporting to include
entities that hold assets in a fiduciary capacity for a broad group of outsiders as well as entities
whose equity or debt securities are publicly traded and entities that are in the process of issuing
equity or debt securities in public securities markets.

The Banks management anticipates that the adoption of these standards and interpratations
(where applicable) in the future periods will not have & material impact on the Bank's financial
statements, except in case of IFRS 7 which when adopted will impact disclosures substantially.
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Notes to the Financial Statements

Accounting for financial guarantee contracts:

The |ASB has also amended IAS 39 Financial Instruments: Recognition and Measuremant to require
certaln financial guarantee contracts Issued by the Bank to be accounted for In accordance with that
Standard. Fimancial guarantee contracts that are accounted for in accordance with 1AS 39 are
measured initially at their fair values, and subsequently measured at the higher of:

* The amount of the obligation under the contract, as determined In accordance with [AS 37
Provisions, Contingent Liabilities and Contingent Assets; and

* The Amount Initially recognised less, where appropriate, cumulative amortisation recognised in
accordance with the revenue recognition policies set In note 3 below.

3. Summary of Significant Accounting Policies

A. Statement of compliance

The financial statements are prepared in accordance with International Financlal Reporting
Standards and the existing banking laws in Syria; assets and lfabilities are grouped according to their
nature and are listed in an approximate order that reflect thelr relative lquidity.

B. Basls of preparation

The financial statements have been prepared on the historical cost basls with the exception of the
measuremeant at fair value of certain non-current assets and financial instruments.
The financial statements are presented in Syrian Pounds, the reporting currency.

C. Investments in associates

Effective January 1, 2005 and In compliance with the amendments of 1AS 27 “*Consolldated and
sgparate financial staterments; the investments In assoclates are measured at cost. An assoclate Is an
entity over which the Bank has significant influence in the financial and operating pollcy declsions
without having control.

0. Foreign currencies

Transactions effected during the year in foreign currencies including revenues and expenses, are
translated to Syrian Pounds using rates of exchange prevailing at the transaction date.

Monetary assets and liabilitles denominated in forelgn currencies are translated into Syrian Pounds
at the exchange rates as published by the Central Bank of Syria on December 31, 2006 (5YP 51.05 for
1US Dollar and 5YP 67.06 for 1 Eura). Translation gains and losses are included in the determination

of net income, .
2 et e PR
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Notes to the Financial Statements

Cash flows In forelgn currencles provided by and used In various activities as Included In the state-
ment af cash flows, are converted into Syrian Pounds at the exchange rates prevailing at the balance
sheet date, except for cash and due from banks at the beginning of year which are converted at prior
year closing exchange rates and the effect of currency fluctuation, If any, [s disclosed separately.

The Councll of Money and Credit [ssued declslon number 249, which stipulated that the curmrency
adjustments on structural position (related to the capltal funded in US Dollars) [s considered as unre-
alized profit or loss and is not taxable and not available for distribution.

E. Property and Equipment

Property and eguipment are recorded at historical cost in Syrian Pounds, less any subsequent
accumulated depreciation and Impalrment losses, If any.

Depreciation of property and equipment is provided for on the stralght-line method over the
estimated useful life of the assets on the basis of the following annual rates;

Buildings 2%
Furniture and office equipment 10-15%
Computer equipment 2085
Vehicles 209
Leasehold improvements 208

F. Intangible Assets

Key Money:
Key money is recorded at cost and amortized over a period of 20 years starting the first year of

operations.

Software:
Software is recorded at cost and amortized over a period of 5 years starting the first year of

aperations.

G. Contributions to Social Security

The Bank is registered in the Syrlan Social Security Establishment and makes contributions on

account of Its employees. These contributlons Include the Bank's engagement towards [ts

employees concerning end-of-service Indemnities that will be allocated to them by the Social

Security Establishment. The Bank has no other llabllity towards Its employees’
end-of-service-indemnity.

T = 4

BANK OF SYRIA AND OVERSEAS

3%




Notes to the Financial Statements

H. Revenue and Expenses Recognition

Interest income and expense are recognized on a time proportionate basis by reference to the
principal outstanding and to the applicable interest rate, except for interest on loans and advances
carrled on cash basis for which related interest is only recognized upon reallzation. Other
commissions and fees are recognized when contractually earned.

l. Loans and Advances

Loans and advances are disclosed net of unearned interest and after provision for bad debts.
Doubtful and litigious loans are carried on a cash basis because of doubt and the probability of

non-collection of principal and/or interest.

The provisions for bad debts are set up agalnst specific accounts to offset the losses that may result
there from, determined based on an assessment of credit risks which is updated regularly. This credit
loss assessment is made based on objective evidence that a financial asset or group of financial
assets may be impalred. If such evidence exists, the estimated recoverable amount of that asset s
estimated based on the difference between the asset carrying value and the present value of future

anticipated cash flows, taking into consideration the liquidating value of the guarantee in hand.

). Income tax

The Bank iz computing its income tax in accordance with law number 28 dated April 16, 2001 which
sels the Income tax rate at 25% of the net taxable Income.

Taxable profit differs from net profit as reported In the statement of income because It excludes
ltems of Income or expense that are taxable or deductible in other years and it further excludes
Iterns that are never taxable or deductible.

K.Impairment of assets

At each balance sheet date, the carrying amounts of tanglble and Intangible assets are reviewed to
determine whether there is any indication that these assets have suffered an impairment loss. If
such Indication exists, the recoverable amount s estimated in order o determine the extent of
Impairment provision required. Intanglble assets with indefinite wseful lives are tested for
impairment annually, and whenever there i5 an indication that the asset may be impaired.

PR ] [ B S ;
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Notes to the Financial Statements

Recoverable amount Is defined as the higher of:

Fair value that reflects market conditions at the balance sheet date less cost to sell, if any. To determine
the fair value of properties, the Bank adopts the policy of market comparability appraach as indicated
later In this note.

Value in use which is the present value of estimated future cash flows expected to arise from the
continuing use of the asset, in addition to, the proceeds of 15 disposal at the end of its useful life. This
Iz only applicable to assets with cash generating units,

If the asset recoverable amount is less than its book value, then the book value s reduced to the asset’s
recoverable amount. Impalrment losses are charged to income unless the said asset |s stated at its
revalued amount; in this case, the impalrment loss will be debited to the revaluation reserves that hawve
resulted from the revaluation of the same asset.

Where an impairment loss subsequently reverses, the carrying amount of the asset [cash-generating
unit) Is increased to the revised estimate of its recoverable amount, but so that the Increased carrying
amount does not exceed the carrylng amount that would have been determined had no impairment
loss been recognised for the asset (cash-generating unit) in prior vears, A reversal of an impairment
loss is recognised immediately In profit or loss, unless the relevant asset is carred at a revalued amount,
In which case the reversal of the impalrment loss |s treated as a revaluation Increase,

The falr value of the properties acquired by the Bank in satisfaction of debts is the estimated market
value, as determined by real estate appralsers on the basis of market comparability, by comparing with
simillar transactions In the same geographical area and on the basls of the expected value of a current
sale between a willing buyer and a willing seller, that is, other than in a forced or liquidation sale.

The impalrment loss is recognized in the Income statement.

L.Financial assets

Investment are recognised and derecognised on a trade date where the purchase or sale of an
investment Is under a contract whose terms require delivery of the investment within the timeframe
established by the market concerned, and are initially measured at fair value, net of transaction costs,
except for those financial assets classified as at fair value through profit or loss, which are initially
measured at fair value.

Finanmcial assets are classified into the following categories: held-to-maturity) ‘available-for-sale’ [AFS)
finandal assets and “loans and receivables. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition,

- Held to maturity

Debt securities with fixed or determinable payments and fixed maturity dates that the Bank has the
positive intent and ability to hold to maturity are classihed as held-to-maturity investments.,

After initial recognition, held-to-maturity Investments are measured at amortised cost using the
effective interest method less impairment.The amortization of any discount or premium on acquisition
is aggregated with other investment income receivable over the term of the underlying instruments.

g My ;
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Notes to the Financial Statements

= Avallable for sale

After initial recognition, avallable for sale investments are measured at fair value determined in the
manner described in note 3.M. Gains and losses arising from changes in fair value are recognised
directly in equity, after deduction of deferred costs, untll disposed off or datermined to be impaired,
where the cumulative gain or loss previously recognised in the equity is included in profit or loss for
the period. Foreign exchange gains and losses are recognised directly [n profit or loss.

Dividends on available for sale equity Instruments are recegnised in profit or loss when the Bank’s
right to receive payments is established.

The fair value of avallable for sale assets denominated in a foreign currency is determined In that
foreign currency and translated at the spot rate at the balance sheet date. The change in fair value
attributable to translation differences that result from a change In amortised cost of the asset is
recognised in profit or loss, and other changes are recognised in equity.

Avallable for sale investments with no quoted market price and the value could not be determined
rellably, is measured at cost.

- Loans and recelvables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are
not quoted in an actlve market are classified as ‘loans and receivables! Loans and receivables are
measured at amortised cost using the effective Interest method less any Impalrment. Interest
Incomee is recognizsed by applying the effective interest rate,

Non-performing loans and advances are stated net of unrealized interest income and provision for
credit losses.

- Exchange of debt securities

Debt securities exchanged against securities with longer maturities, with similar risks, and Issued by
the same issuer, are not derecognized from financial assets because they do not meet the conditions
far derecognition, Premiums and discounts derived from the exchange of sald securities are deferred
to be amortized as a yield enhancement on time proportionate basis, over the period of the
extended maturities.

M. Fair value of financial instruments

The fair value of financial assets and liabilities is determined as follows:

- The fair value of financial assets and liabilities with standard terms and conditions and traded on
active liquld markets is determined with reference to quoted market prices

- The fair value of other financial assets and liabilities (excluding derivative Instruments) are deter-

mined in accordance with generally accepted pricing models based on discounted cash flow analysis
using prices from observable current market transactions.

e AL
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Notes to the Financial Statements

N. Derecognition of financial assets

A financlal asset {a part of a financlal assets or a part of a group of simllar financial assets) is
derecognized when the contractual rights to the cash flows from the financlal asset expire,

In the cases where the Bank transfers the financial asset, the latter Is derecognized if the Bank
transfers all the risks and rewards of ownership of the financial asset. If the Bank neither transfers nor
retains substantially all the risks and rewards of ownership of the financial asset, the financial asset
Is derecognized only [f the Bank has not retained control. The Bank recognises separately as assets or
liabilities any rights and obligations created or retained In the operation.

The Bank derecognizes a fimancial liability (or a part of a financial Habllity) from its balance sheet
when, and only when, It is extingulshed—Il.e., when the obligation specified In the contract iIs
discharged or cancelled or explres.

4, Critical Accounting Judgments and Key Sources of Estimation Uncertainty

In the application of the Bank's accounting policies, which are described in note 3, management is
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readlly apparenmt from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimatas.

The estimates and underlying assumptions are reviewed on an ongoing basls. Revisions to
accounting estimates are recognised in the period in which the astimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods.

Critical judgments in applying accounting policies

The following are the critical judaments, apart from those invoelving estimations {see below), that
management has made in the process of applying the entity’s accounting policles and that have the
most significant effect on the amounts recognized in financial statements.

(I} Classification of held-to-maturity investments

The Bank follows the guidance of 1AS 39 on classifying non-derivative financial assets with fixed or
determinable payments and fixed maturity as held-to-maturity. In making this judgment, the Bank
evaluates its Intention and ability to hold such investments to maturity.
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Notes to the Financial Statements

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertalnty at the balance sheat date, that have a significant risk of causing a materfal adjustmant to
the carrylng amounts of assets and Habllitles within the next financial year.

(I} Impalrment losses onloans and advances

The Bank reviews its loan portfollos to assess impalrment on a regular basis. In determining whether
an Impairment loss should be recorded, the Bank makes Judgmients as to whether there |5 any
observable data indicating that there is 3 measurable decrease In the estimated future cash flows
from a portfolio of loans. This evidence may Include observable data Indicating that there has been
an adverse change In the payment status of the debtors of the Bank, or national or local economic
conditions that correlate with defaults on assets in the Bank.

Management uses judgment and estimates based on historical loss experience for assets with credit
risk characteristics and objective evidence of Impairment similar to those In the portfollo when
estimating ts cash flows. The methodology and assumptions used for estimating both the amount
and the timing of future cash flows are reviewed regularly to reduce any differences between loss
estimates and actual loss experience,

5. Cash,Central Bank and Deposits with Banks

This caption Includes the following:

A. Cash and Due from Banks:

December 31, 2006

LEEHAE e [ —

442,033,007 409,498,329 B51,531,250
cmmrnm-unh Central Bank of Syria 11,088,035 880 .m.i'mn- 11.098,835,545
Current accounts with correspondent banks 181,612,251 502,890,163 684,502,414

1,711 188,148
e o e
Current accownts wllh correspanderit banks 177,803,631 177,803,631
Current accatunts with related banks3 - ‘908,382,377 908,382,377
= 186,186,008 1,086,186,008

11,711,681,181 2.009,374,156 13.721.,055.317
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December 31, 2005

! ! ]
Cash 391,192,118 453,835 557 GR5.02T.672
Current accounts with Central Bank of Syria 3,559.74%,134 10,763,234 3,570,512,368
Current accounts with correspondent banks I 76,407,061 150,702,777 25,119,838

: 1 10 11 4,584,659,878

A I
Curment aceounts with correspandent banks - BB85,223.464 865,223,468
Current accounts with related banks - B04,406,041 04,405,041

. 1,689,629,509 1,689,629,509
4,129.348,310 2.144.941.077 6,274,285, 387

Current accounts with Central Bank of Syria are distributed as follows:

Decembaer 31, 2006

F/Cyln SYP Total in SYP

Damascus 3.848,037,098 10,799,656 3,858,836,754
Aleppo 3,735,924,455 - 3,715,924 455
Lattakia 2.532,301,258 - 2,532.301,258
Hama 703,519, 459 - T91.915 455
Tartaus 63,268,969 : 63,268,969

Homs 114,564 610 - 114,584,610

11,088,035,889 10,799,656 11,098,835,545

December 31, 2005

SYP FiCy in SYP Total in SYP

Damaseus 1,332,409,443 10,763,234 1,143,172,677
Aleppo 1,530 4556, 189 - 1,539,456, 189
Lattakia 687,883,502 * 687,883,502

3,559,749, 134 10,763,234 3.570,512.368
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B. Term Deposits with Banks:

SYP F/Cy in SYP Total in SYP

—_—
I:J:r.'tmil: wlﬂi cum!pnndtnl banks 400,000,000 400,000,000
400,000,000 5 400000000
___
Drepsonit -mlh tlmd banks 604,207,000 604,907 000
Depasit with comespondent banks - 23,751.523,813 23,751,523,813
24 356430813 24, 356.430,813

December 31, 2005
___
Depasit mlh reélated hanks FO5 BT 0BT TOs AT 067
Hmmﬂdﬂimflﬂﬂlﬂmthrh 2 11.791,622.0M 11.791,623,07
- 11,587 279,138 13.587.378,138

Term deposits are mostly deneminated In US Dollars, and have maturity in the first quarter of 2007,
These deposits earned an average interest of 5% for the yvear ended December 31, 2006 (3.59 % for
2005].

Total Interest earned on banks accounts for the year ended December 31, 2006 amounted to SYP
975,443,488 (SYP 273,852,396 for 2005).

Term deposits with non-resident correspondent banks as of December 31, 2006 included the counter
value of USD 1,600,000 pledged by a correspondent bank to cover two letters of credit for USD
BO0,000 each maturing in September 2007,

Term deposits with related banks as of December 31, 2006 included the counter value of USD
1,000,000 pledged by a related bank to cover the Issuance of Visa Cards by Bank of 5yria and Overseas.

ey e e
BAHHEFE‘I’I!AMDG‘UHEEM
45




Notes to the Financial Statements

6. Cash Compulsory Reserve

Banking laws and regulations require banks to maintaln cash compulsory reserve with the Central
Bank of Syrla In the form of non-interest earning deposits. This reserve equals 5% of total deposits
(current and term) excluding housing deposit accounts as per decree (Mo, 72/MN/B4) dated
December 9, 2004 issued by the Council of Money and Credit. In this connection, cash compulsory
reserve In the approximate amount of SYP 1,927 milllon was malntained in the current account with
the Central Bank of Syria at December 31, 2006,

7. Available for Sale Investments

This caption comprises the cost of 100,000 shares, out of 2 milllon shares (representing 5% of
ownership) acquired at the issue price of SYP 500 in a related Insurance company, that due to
unavailability of qguoted market prices.

8. Held to Maturity Investements

This caption comprises 20 Certificates of Daposits for a value of SYP 50 million each, issued by the Real
Estate Bank In Syria and acquired by Bank of Syria and Overseas during 2006,

These certificates of deposits have the following maturities:

_ Mominal
Maturity Date Hn E,F;IUE Tm‘ﬂ,.?;l e Interest Hate
e - %
April 2, 2007 10 50,000,000 500,000,000 %50
June 25, 2008 2 50,000,000 100,000,000 % 9,5
November 8, 2008 4 50,000,000 - 200,000,000 %95
November 8, 2009 4 50,000,000 200,000,000 5% 10.0
= e L

Total interest on these Certificates of Deposits related to 2006 amounted to 5YP 45,113,890 and [s
classified under accrued interest receivable In the ather assets caption.
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9. Loansand Advances

This caption comprises the following ;

Crecember 31, 2006
FICy In SYP Total in SYF
Loans and advances (o customers 3,845,388, 564 419,452,518 4,264.841,082
Discounted bills 1362, 450,029 19675815 13831033 644
Promissoty notes 852,950,013 11.221.230 874.171,243
Advances on salares 3,139,330 - 3,138,330
Non-performing loans. 85,655,663 1,541,389 87,197,052
6,149,583, 599 461, BER, 752 6,611,472,351
Provision for doubtful debis (9,989, 188) - (9,989, 188]
Unzamed interest revenie {175,274,060) {678,478} 175,952,538}
5,964,320,351 461,210,274 6,425,530,625
December 31,2005

SYP F/Cyin SYP Total in SYP

Loans and advances to custamers 2,779,120,479 387,136,020 3,146,856,499
Discounted bilk 748,500,766 - 748,500,766
Promissory notes 759,021,588 = 759,021,568
Advances to banks 109,634,767 - 109,634,767
Advances on salaries §12,605 5 912,665
4.397,790,265% 367,136,020 4,764,926,285
Unearmid interest revenue (126,086 656) - 126,086,656}
4,271, 703,605 JE6T. 136,020 4,638,839,629

Total interest earned on loans and advances for the year ended December 31, 2005 amounted 1o 5YP
527,415,089 (5YP 246,564,534 for 2005).

Laans and advances to customers as of December 317, 2006 include the amount of SYP 204 milllon
representing facilities granted to a related insurance company.

Advances to banks in 2005, comprised mainly an overdraft extended to a resident bank in Syrian
Pounds, During 2006, the overdraft was settled by the borrowing bank.
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Loans and advances are distributed over the following brackets as of December 31, 2006 and

December 31, 2005 as follows:

December 31, 20046

hooof

Mumiber of custamiers to Amount WE.I!!E[TI L

Customers SYP OO0
Less than SYP 500,000 213 42 20,450 0.30
Betwesn SYP 500,001 and SYF 1,000,000 4% o 36377 0,55
Between SYP 1,000,001 and SYF 10,000,000 155 28 605,157 8,15
Greater than 10,000,000 119 21 £.949, 448 S, 00

- ' 556 100 6,611,472 100,00

December 31, 2005

Numberof | customers to Amount W?gthtl L
Customers ut.!lf!i:?tmrm SYPO0O0 E*a
Less than SYP 500,000 167 a4 10,054 021
Between SYP 500,001 and SYP 1,000,000 18 3 12,358 0,25
‘Between SYP 1,000,001 and SYP 10,000,000 59 26 444191 9,32
Greater than 10,000,000 &5 25 4,298,323 90,21
379 100 4,764,926 100,00

Loans and advances are mainly granted to customers in the commercial and industrial sectors, The
leans concentration as of December 31, 2006 was 91% for the commercial sector and 7% for the
industrial sector (compared to 78% and 17% respectively as of December 31, 2005).

Mon-performing loans comprise doubtful and disputable loans that have been classified as
non-performing because of the existence of a doubt or a probability of non-collection of these debts
andror revanues from these debts. During 2006, a provision for doubtiul debts was taken In the

amount of SYP 9,989,188.

Mon-performing loans as of December 31, 2006 comprise the following:

December 31, 2006

F/Cyin 5YP

Total in SYP

Outstanding balances 28,410,801 1,592,162 90,003,053
Unenrmsd interest revenue [2,755,228) (50, 773) [2.806,001]
: 85,655,663 1,541,389 87,197,052
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10. Customers Acceptance Liability / Outstanding Acceptances

This caption represents the liability to the Bank of its customers on outstanding drafts and bills of
exchange which have been accepted by the Bank and / or other banks for its account. These balances
relate to negotiated deferred payment import and export letters of credit and bills of lading.

The commitments resulting from these acceptances are stated as a liability in the balance sheet for

the same amount,

11. Other Assets

This caption comprises the following:

Decermnber 31

2006 2005

SYP 5YP
Frepaid rent 500,836 T47.004
Other prepakd expenses 306,189 LA4T, 171
Statlonery 3.505,500 L.607 107
Deferred charges Q86,465 1,427 534
Branches pre-opening expenses 3,421,206 2,061,305
fcomued interest racefvable - banks 104,427,128 18,757,173
Accrued Interest recelvable - held to maturity investments 45,113,850 .
Stamps 440,842 218,030
Dther 1,148,881 4,201,485

154,15%!3? 32,666,899

Deferred charges represent the cost of SWIFT which is amortized over a period of 5 years.
Amortization expenses amounted to SYP 440,270 for the year ended December 31, 2006 and 2005

and are included in the statement of income,

Branches pre-opening expenses include the amount of 5YP 1,160,586 and SYP 1,060,620 being
payments incurred as start up costs for new branchas in Homs and Aleppo (second branch)
respectively.In addition, it includes the amount of SYP 1,200,000 representing costs incurred for the

development of additional Aloors rented in the Head Office at Harika.
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12, Property and Equipment (Net)

This caption comprises the following:

Furnidfun - Arbvane
qnﬂ aid Office I;::ln:'::‘:ll Vehicles el on Capital lotal
Buildings | Equipmeni = : Expieniitaires

5P 5P 5P
T I R I R ——
Balence - Decemiberd 1, 2004 105300018 11006558 B680, 000 6347 600 465501 275 162.853.516
Aditiarn 1FTHTAD 12542 iDEALI95 - BB 582 rm. HRASRINE
Aeclassficatan S 2090545 930,200 - 1.909,995 {5099 R400 .

Balance - Decurmber 31,7005 J32p57428  30TI1TAIG . JDISIAES AJTEO0  13SISESSY  JATISGS] 4523064732

Trasnafiers from ey money T 000, D0 - = ] E 71,000,000
Tranaker 51,554,180 580,500 BT 102 . . (52,948,192 "

Balence - December 10,2004 439237513 53 O H1 & 13067355 EMTED IHEESTIY AAEF0AS0  BOXTOMASS

“_“““_“

Balanos = Decemiber 317, :mm [230417) I}, 047 S6E} [@E20ET) (5.330.87F1] 18:350,238)
Adition __E_!ﬂﬂ_ rﬂ'ﬂJﬁ _E_MI (1,309,518 H?.JH#!.; - (27458653
Halince - December 31, 00058 (4873093 4,063 A 25) #2103 [LIZV63%  CELASLA51) - ERFAL Y]]
dditions 1222065 (6,513,104) 154228670 (1268500 412NN - (59,240, 766)
Adjuitments . 110437 - - = L 110437

Tranafers from key money (=0, NET) = 3 = 6:R0E, HE3)

Balance - Decornber 31, 3006 (229000097 (Me65731) (96332140 [3400,155)  (57.264,708) ' 11037543831

ST A S I I

Balence - Deconber 31, 3006 . 416307404  S68I0534 23434041 2ESEA4S VTRAIO0M  MGEFDALD  E9ROS0.072
Balance - December 31,2005 227080035 26455001  IG04LTT8 4125965 111944481  JETIAA6Y 414486841

Advance on capltal expenditures Include the amount of 5YP 20 million representing the price of a
real estate acquired in Homs district for a potential branch opening. Up to the date of these financial
statements, this property is still classified as a residential property which cannot be operated as a
commercial property by the bank.

Land and buildings include the amount of SYP 3,916,000 representing the cost of a plot of land
acquired during 2006 In the reglon of Aadra for the purpose of opening a new branch.
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During 2008, the Bank acquired the real estate rented for the branch in Damascus, Nijmeh Square
and the key money paid was considered as a payment from the total cost of the real estate. The
histarical cost and accumulated amortization amounting to 5YP 71,000,000 and SYP 6,804,163

respectively were reclassified under the Buildings caption [(See Mote 13).

13. Intangible Assets

Key Money Saftware Total
SYP SYP SYP

Historical Cost T | —

Balance - December 11, 2005 132,000,000 6,658,842 138,658 842
Additions 30,000,000 4,783,750 34,783,750
Transfer to bulldings (71,000,000 - (71,000,000}
Balance - December 31, 2006 91,000,000 11,442,592 102,442,592

| Accumulated Amortizaton: || [
Balance - December 31, 20056 (EL59 BE2) 1,714,397} (10306053}
Additians (5.245,833) (1.875,370) [ma21,203)
Transker to bulldings 6. 804,163 - 6,804,163
Balance - December 31, 2006 17,033,332) 3,585,767} (10,623,099)

| NetBookvale: . (| | |
Balance = December 31, 2004 83,964 668 7.852,825 91,819,493
Ralance - Decamber 31, 2006 123,408,338 4,944,445 128,352,783
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14. Regulatory Blocked Fund

According to section B of Article 12 of Law Mo. 28 / 2001, private sector banks are required to
maintain 10% of their capital as Regulatory Blocked Funds at the Central Bank of Syria as an
interest-free blocked depasit.

This section is detailed as follows:

December 11,
20006 2005
5YP £YP
Blocked funds in Syrian Pounds 115,789,800 115,789,800
Blocked funds in LIS J,'.‘l:_|I|ri. 178 480 040 191,765,530
: 194,265,840 307,555,330

The allocation of the blocked funds is as follows:

- Neminal Blocked Blocked
Currency 5”?;: :gfd Value 1"’:,5,";,& Capital Capital
SYP . T SYP

Syrian Pounds 2,315,796 500 1,157,898,000 0 115,789,600
US Dallars 1,684,204 00 1,842,102,000 14 184,210,200
:ult .ﬁh‘iﬂ ~ 5 (5.730,160)

6,000,000 3,000, 000,000 294,269,540

The negative difference in exchange is derived as follows:

; { bt Walue as at Mepative
ru:th:rrltnd mbor ita Histarical December 31 | difference
iy i rate i 2006 in sxchange
in UsSD at 5 LYP Eﬁlp

Original lssuance 1,779,294 1.727.295 51,50 88,955,700  B8ITHAI0  (777.2%0)
Capital Increase 1,904,910 1,768,850 53,45 95,254,500 50,301 630 [4,952,870)
' 3 684,204 3,496,181 164,210,200 178,480,040 5,730,160
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15. Due to Banks

This caption comprises the following:

December 31, 2006

F/Cyin SYP Total in SYP

Demand deposits - camespondent banks 35,541,941 230,099,046 255,640,987
Demand depasits - related banks - 12,844,940 132,844,940
Clearing checks 55,173,020 o 55,173,020

90,714,961 232,943,966 323 658,947

December 31, 2005

FiCy in 5YP Total In 5¥P

Demand depasits 30,585427 114,267,834 134,853 461

Time depasits 23,533,064 - 23,533,064

Clearing checks 16,613,624 - 16,613,624
60,732,315 i‘lqﬁﬁ'.l',l.ld- 175,000,14%

16. Customers’ Deposits and Other Credit Balances

This caption comprises the following:
December 31, 2006

Demand depasits 6,521,671,709 7,256,900,905 13,776,572.614
'_llmr d!FD'!-!TI- 10,430,5168,719 17,875, THS.656 28,306.306,375
Saving acoounts 1110921377 267,655,558 1. 378,577,375

Related party deposits 330,196,354 202,947,650 533,144,004

18393306159 35603194309 43096600368
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December 31, 2005
5P FiCy im 5YP Total in 5YF
Dermand depasits 3,387,810.661 4,520,752.921 7.917,563,582
Time depasits 3,229,485.510 B.366,087 448 11.595,572,958
Laving accounts 1,199,458 549 121,273,872 1,320,733.410
Related party deposits o7, 393 000 187,046,000 254,639,000
294,348,730 1;,,;75,15;;51 21,088,508 961

Customers’ deposits and other credit balances are distributed over the following brackets as of
December 31, 2006 and December 31, 2005 as follows:

December 31, 2006

Mumber of
Mumberof | Customers o Amount Weight to

Customers tu_!nl:t;&ﬁmm SYP'000 T?:]ﬁ]
Less than 5YP 50,000 11,667 44 121,524 0.3
Between SYP 50,001 and SYP 150,000 2,888 1 253,785 0.6
Between SYP 150,001 and SYP 500,000 3,437 12 994,712 2.3
Between SYP SDODD and SYP 1,000,000 i‘,EH o 1602424 1.6
Between SYP 1,000,001 and SYP 10,000,000 5,181 0 15,848,470 36,0
Greater than 10,000,000 7E1 3 25,175,685 57,2
26,248 100 43,996 600 160.0

Diecember 31, 2005

MNumber of
Mumberof | Customers to WE}IE.:.: i
Customers
0
Lees than SYP 50,000 5,572 19 65,333 0.3
Betwesn SYP 50,001 and SYP 150,000 1,789 13 162860 0.8
Between 5¥YP 150,001 and 5YP 500,000 2352 17 696,910 33
Between SYP 500,001 and SYP 1,000,000 1,401 10 1,002,017 4.7
Between SYP 1,000,001 and 5YP 10,000,000 2.726 19 B,355,042 39,6
Greater than 10,000,000 122 2 10,806,347 5113
14,162 100 21,088,509 1000
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17. Accounts Payable and Miscellanous Creditors

This section consists of the following:

Dacember 31,

2006 2005

5P 5¥P
Margins on letters of credit 331,790,819 231,027,516
Marging on cusiomart’ accepiance B1.976.B76 -
Margins on letters of guarantoe 260,219,443 200,169,804
Other rlurg!hu. 47,003,013 9,941,835
Provinkon for income tax BE.8H5,000 50,237 000
Withheld taxes on Interest pald to cllenis 26,232,925 8,107,543
Withheld raxes on emplayees salaries 7,504,681 3,641,612
Other vathheld tases 6,144,230 3,025,460
Social security 5,884,287 2,632,308
Checks to be pald 355,946,918 185,991,317
Inter-branch accounts &1,908 1,645 449
Fixed assets suppliers 3053847 201,800
Refundable amaunts o shareholders 1,815,485 14,001,825
Sundry creditors 5.400,657 2,352,141

1,231.011,099 M3035609 00

Refundable amounts to shareholders represent the amounts paid in excess by the shareholders for

the new capital issued during 2005,

The movemant of the provision for income tax during 2006 was as follows:

sYP
Balance as of December 31, 2005 50,227,000
Payment on advance for 1ax suthorities 150.227.000)
Income ta charge for 2006 | B8 BR5,.000
Balance as of December 31, 2006 BB 8485 000

L]
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Provision for income tax as of Dacember 31, 2006 is derived as follows:

Met income for the year 2006 192,704,045
Add:

Unrealizad differences in exchange 133,088,681
Mon-tax deduct|ble provisions and expenses 13,181 594
Buildings' depreciation 11,222,063
Key maney amortization S.245,833

Taxable income 155,422,216
Income tax for 2006 at 25% {rounded) BE.BAS, 000

18.0ther Liabilities

This caption includes the following:

December 31

2006

5YP 5YP
Aeerued Interest payable 206,075,984 72,786,105
fccrued bonuses and incentives 15,000,000 14,277,526
Pravision for edectricity and telephone bills 4,459,559 2,857,300
Prowision for exchangs rates variation 2 483,000 -
Accruad professional fees 1,282.964 1,811,350
Cither accruals A9 267 671 13,334,143

258,609,578 105,066,424

In accordance to decision MNo. 249 issued by the Money and Credit Council, banks In Syria are
required to provide for the variation In the exchange rates. The provision Is equal 1o 10 % of the

Banks "operational position®,

Other accruals Include the amount of 5YP 17 million representing amount to be pald to the ATM

service provider.
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19, Capital

The Bank's capital as at December 31, 2004 consisted of 3,000,000 nominative shares of 5YP 500 par
value each, authorized and fully paid.

On May 25, 2004 the extraordinary General Assembly of shareholders decided to increase the Bank's
capital from SYP 1.5 billion to SYP 3 billion, by issuing 3,000,000 additional shares of SYP 500 each.
The subscription in the new shares took place during the period from September 18, 2005 to
Dctober 10, 2005. The allocation of the new shares was approved by the Extraordinary General
Assembly held on November 23, 2005.

As of December 31, 2006, the bank’s capital consists of 6,000,000 nominative shares of 5YP 500 par
value each, authorized and fully paid and is broken dewn by currency as follows:

Curmency
Historical | adjustment on
Counter Value | Capital funded
SYP i U5, Dollars
5YP
____
Emull‘und:dmirrun P 1,220,886 610,443 000
Capital funded in US. Doltars and reflected In SYF 1,779,114 IF.-‘IJ'I.Sin _ BE9,557.000 ﬂ'..'-"'."i.?ﬂl!
3000000 1, 500,000,000 {77 7L908)
Coptatincrease: | | ]
Capital funded in Syrian Pound 1,094,910 - 547.455,000 -
l:q:ir.ilFurrder.lh U.S.Dulars mduﬂumd in 5P 1,905,050 17 668860 953,545, 000 M. TEL516)
_ 3.000.000 1.500,000,000  [49.762.518)
T
nﬁmmm Syrian Pound o RII5Te6 157,898,000
Eq_:du_lhrnd:edhu:‘..nuﬁn._uquﬂe_:gd in 57 1.684 204 34961810 1,843, 102,000 (57,535,419

The Council of Money and Credit Issued the decision number 249, which stipulated that the
currency adjustments on structural position [related to the capital funded in US Dollars) are
considered as unreallzed profit or loss and are not taxable and not subject to distribution.
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The capital paid in U5 Dollars and reflected in Syrian Pounds comprises the following:

Cumency

y [2diustmant on
capital fumded
in LSO

WValue as at
Ericemiber 3
2006

Histarical
Value
SYP

Shares

Subscribed Number of Historical

Shares Hate

im LS at

Originalissuance 1779014 17272850 51,50 BB9,557000 881,784,097  [(7.772.803)
Capital incroass 1,905,050 17,688 860 53,85 952,545,000 202,782,484  (49,762,516)

The shares are divided Into two categories:

Category A:

Comprises 3,060,000 shares that can only be acquired by Syrian real or moral persons. The value of
these shares should be settled in Syrian Pounds, except for non-resident Syrians who should settle
thelr subscription In foreign currency on the basis of the exchange rate published by the
Commerclal Bank of Syria.

Category B:

Comprises 2,940,000 shares that can be acquired by real or moral persons of non-Syrlan persons,
according to the declsion of the Councll of Ministers. The value of these shares Is settled In foreign
currency on the basis of the exchange rate published by the Commercial Bank of Syria.

Legal reserve |5 set up at 10% of annual net income up to 50% of capital in accordance with the Code
of Commerce, clause number 246.This reserve s not subject for distribution.

Special resarve is set up at 10% of annual net income up to 100% of capital in accordance with the
Money and Credit Law, clause number 97. This reserve is not subject for distribution.

21.Interest Income on Loans and Advances

This caption consists of the following:
Year ended December 3

2005
SYP

itRrekL faco e frof a9

Loans and overdialts 358,502,110 1 78.467.871
Discounted hills and promissary notes 168,912,979 BE096,661
52T 415089 .'Hﬁlﬁ'ﬁ'i-.i 34
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22, Intrest Income on Deposits with Banks

This caption consists of the following:

Yoar ended December 31
2005
SYP
| Interestincomefeor: | ]
Resident banks 13,887,168 1.675%,501
Mon-resident related banks 74,585,648 29,993,416
H:rrrrﬂdnﬂmnwthnrhrh B76.970,573 142 163,479

23, Interest Expenses on Customers’ Deposits and other credit Balances

This caption consists of the following:

Year ended December 31
SYP
Interest expense on: =+ — |
Time deposits 1.,009,033,679 126,645,462
Saving account 42,388,416 43,982,676
Cument accounts 73,801,593 32,813,141
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Notes to the Financial Statements

24, Commissions, Fees and Other Revenues (NET)

This caption consists of the following:
Year ended December 31

2006 2005

5YP sSYP

T I S

Banking operations 13,547,401 43,550,303
Discounted bills and promissory notes 16,818,744 12,302,353
Letiers af credit and clients’ sccepiances 41,399 SR8 24 867 TAS
Letters of guarantee 38,371,945 37,447,281
Collections 46,560,850 35,330,421
Qtther operations 14,904,523 B, 795,148
430,609,131 162,293,191

25, General Operating Expenses

This caption consists of the following:

Year ended December 31
2006
“
Salaries and related charges 151,852,083 90,594,623
Travel 2,200,975 5,368,927
Entertainment 751,031 1.310,055%
Subscrptions 1,663,845 3,609,780
“Seminars and training 1,155,425 614,286
Reglstration fees 1493334 5,194,902
Advarilsing 12,247 058 B.626,515
Professipnal foes 12,451,346 3,270,587
Maintenance and repairs 1,268,464 1,396,011
Enengy and water 3.384.673 4,369,677
Telecommdimdcation 10,350,058 1.528,087
Printing and statienary 6,670,608 5.321,751
Pm-gtﬂﬁligh 10,304 376,742
Rent i 685,000 1,551,665
Insurange 3,743,952 3,921,254
Qther 15,019,060 11,957,423
235,948,017 153,012,289
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Notes to the Financial Statements

The salaries and related charges caption comprises the following:

Year ended December 31,
2006
5YP
Salaries 90,992,858 48,524,354
Bonises and incentives 43,775,315 45,663 957
End of services indermnity 2 466,872
Representation allrsances 4,500,498 3,505,635
Tramsportation . 5,769,878
Soclal security 11,556,133 6,368,402
Other 1,028,143 491,515
151,852,983 Q0,504,633

Bonuses and incentives include the amount of 5¥YP 28,775,315 paid during 2006, and 5YP 15,000,000
that were accrued for and will be settled during 2007,

26. Other (Expenses) / Income - NET

This caption consists of the followinag:

Year ended December 31,

2006 2005
5YP 5YP
Expenses charged 1o subscribers of new capital - 6,119,770
Dieferned charges - SWIFT {440, 2701 (#40,270)
Oher - 11,250
{440,270} 5,890,750

Expenses charged to the subscribers of new capital In 2005, represents the net between the
amounts charged to the customers for the issue of the new shares (5YP 5 per share) and the
expenses Incurred on the capital increase process.The expenses include an amount of 5YP 7,500,000
being stamps fee paid to the Ministry of Finance,
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Notes to the Financial Statements

27. Finandial Instruments with Off-Balance Sheet Risks

The letters of guarantees and the documentary and commercial letters of credit represent financial
instruments with contractual amounts representing credit risk. The letters of guarantees represent

irrevocable assurances that the Bank will make payments in the event that a customer cannot meet
its obligations to third parties and are not different from loans on the balance sheet.

However, documentary and commercial Letters of credit, which represent written undertakings by
the Bank on behalf of a customer authorizing a third party to draw drafts on the Bank up to a
stipulated amount under specific terms and conditions, are collateralized by the underlying
shipments of goods to which they relate and, therefore, have significantly less risks.

28. Net Income for the Year

This caption includes the currency adjustments on structural position related to the capital funded
in US Dollars, in compliance with the decision 249 issued by the Councll of Money and Credit as
follows:

Year ended Decembar 31,

Income of the year ' 236907726 ' 161.624.974
Unrealized {losal/gain {133.086.631 ) 63, 462.197
Net income inclusive of unrealized flossigain 103.819.045 _235.287.171_

29, Related Party Transactions

Cash and due from banks as at December 31, 2006 Include the amount of SYP 908,382 377
representing the aggregate balances of accounts held with related banks. Most of these accounts s
denominated in US Dollars which amounted to the aggregate of 5YP 777,798,080 (Counter value of
approximately U5SD 15 million), representing 85.6%.
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Notes to the Financial Statements

Term deposits with banks as at December 31, 2006 include amounts with related banks as follows:

Balance

Orlginal Currency C/Vin SYP

Related Bank Mame

BLOM Bank - Beirut usD 1,000,000 51,050,000
BLOM Bank - Bedmut EUR 4,700,000 315,182,000
BLOM Bank France - Geneva usD 3,500,000 178,675,000
BLOM Bank France - London GBP 600,000 60,000,000

_ so4go7000

Due to banks as at December 31, 2006, Include amounts with related banks as follows:

Balance

Related Bank Name A in 5YP

Original Currency

BLOM Bank - Free Zane USD 251,615 12,844,940
12,844 940

Loans and advances as of December 31, 20086, included the amount of SYP 204 million representing
an overdraft account for a related party.

Total interest revenue received from related banks amounted to 5YP 74,585,648 during 2006 (SYP
29,993,416 i0in 2005)

Total interest expense paid to related banks amounted to 5YP 606,330 during 2006 (SYP 324,470 for
2005)

The General Manager's remuneration and representation allowance including benefits for the year
ended December 31, 2006 amountad to S5YP 5220511 and SYP 1,259,655 respectively (SYP
5,215,996 and SYP 1,033,000 for 2005).

The outstanding letters of guarantee and documentary letters of credit as of December 31, 2006
included the approximate amounts of SYP 741 millions and 5YP 108 million respectively to the
benefit of related parties
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Notes to the Financial Statements

30. Financial Instruments

{al Fair values of financial assets and liabilities:

Fair value is the amount for which an asset could be exchanged or a lability settled between
knowledgeable, willing parties in an arm’s length transaction. Consequently, differances can arise
between carrying values and fair value estimates.

{b) Credit risk

Credit risk s the risk that one party to a financial Instrument will fall to discharge an ebligation and
cause the other party to incur a financial loss. The Bank attempts to control credit risk by monitoring
credit exposuras, limiting transactions with specific counter-parties, and continually assessing the
creditworthiness of counter-parties,

Concentrations of credit risk arlse when a number of counter-parties are engaged in similar business
activities in the same geographic region, or have similar economic features that would cause their
ability to meet contractual obligations to be similarly affected by changes in economic, political or
other conditions. Concentrations of credit risk indicate the relative sensitivity of the Bank’s
performance (o developments affecting a particular industry or geographical lecation.

The Bank Is managing credit risks through diversifying and spreading its credit activities to ensure
that there is no unjustified concentration with people or a group of them In speciflc areas or
economic sectors, and also getting enough tangible collateral.

{c) Market risk

The market risk includes, among other things, the currency risk, the exchange risk and Interest rate
risk:

Currency risk:

The Bank carries and exchange risk associated with the effects of fluctuations in prevailing foreign
currency exchange rates on its financial position and cash flows.The Bank takes preventive measures
against this risk by setting up limits on the level of exposure by currency and in total for both
overnight and Intra-day positions in line with limits authorized by the regulatory authorities.

Currency risk is detalled here below under “Allocation of Assets anmd Liabllitfes among malor
currenclest
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Notes to the Financial Statements

Distribution of Assets and Liabilities by Major Currencles

Decembier 31, 2006

Other

Us Dollars Currencies

C Iy sYP
Y P00

CIVSYP
SYP'000

Cash and duse From banks 11,711,680 1,580,581 a4 064 B4,.730 13,721,055
Term depasits with banks 400,000 21,982,483 2,313,948 60,000 24,756,431
Cash mmp_nulmr_.-m 1,920,471 659 6,384 = 1,927, 464
Financiad assets:
Avallable for sale 50,000 . - = 50,000
Held to maturity 1,000,000 . - * 1,000,000
Lo ared pdvances 5. 064,320 A26, 145 35,000 65 6,425,530
Customers acceptance lablity 92,886 393,669 65,000 61,070 612,625
Orifver assets 64,680 94 345 5. 76T 159 164, 951
Property & equipment (neth 698,950 = - Dt 698,950
Intangible aiiets 91,819 - - - 91.E19
Reguiatory blocked fund 115,790 178,480 - - 204,270
22,110,536 24,656,372 4,770,163 206, 24 a9 743 095

LIABILITIES

Duse to Banks 90,715 218,807 14,137 - 121,659
Comomers depasitiand 18393308 22,661,576 2,615,195 126,583 43,996,600
mnmmmlbhﬁﬂ B51.463 142,677 29,454 7417 Laon
Clutstarding acceptances 92,886 193 669 &5,000 &1.070 612,625
Other liabilities 164,053 91511 2,960 85 258,609
15,592,423 23,708,180 1.926,. 746 195,158 46,422,504
Met Assets 2,518,113 948,192 {156,583} 10,869 3,320,591
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December 31, 2005

Syrlan s Dollars Euro Cther Currenches Total
ASSETS Pounds C/fY5YP C iV SYP L/ SYP SYP'000
SYP'000 SYP'000 SYP'000 SHP'LO0

Canh pndd due from banks 4,129 348 1,836,303 251 404 57,235 6,274,289
Term deposits with banks - 17,288,576 1,242,081 56,6232 12,587,279
Cah compuliory reserve 353,800 ‘484,797 71,555 4,761 914,913
Loans and advances 4,271,704 329,110 38,015 11 4,638 840
Customers scceptance fabdity 99,983 464,518 56,993 20,040 651,534
Oaher nssets 12,9058 18,412 1,266 B4 32,667
Froperiy & equipment (net] 414,487 - - - 414,487
intangible asseiy 128,353 - = = 128,353
Reguiatory blocked fund 115,790 191,768 - - 307,555
9,526,370 14,613,480 1,661,314 148,753 25,949,917
Diue o Banks 50,732 102,412 610 11,246 175,000
o igbini o depositsand ;914,349 11,503,604 1,566,958 103,598 21,088,500
Accounts payable and
e el T 439,523 240,174 31,798 1,541 713,036
Outstanding acceptances 99,981 464,518 56,993 30,040 651,534
Oriher labditles £8,482 34,647 ara 1,059 105,066
_B.583.069 12345355 1,657,337 147484 22733145
Net Asseis 943,301 2,368,125 4,077 1,269 LANETTY
Exchange Risk:

The Bank covers the exchange risk that might effect its financial position, lts profitability and its cash flows.
The Bank sats lmits in the level of exposure by currency and in total for both overnight and intra-day posi-
tions In line with the lmits authorized by the regulatory authorities.

Interest Rate Risk:

The Bank is exposed to various risks associated with the effect of fluctuations in the prevailing levels of
market interest rates on lts financial position and cash fiows, The Bank s exposed to interest rate risk as a
result of mismatches or gaps in the amounts of assets and Habilities that mature or re-price in a glven
pericd, The bank [s managing these risks through fodlowing the matches of re-pricing the assets and labili-
ties that earns Interest through the policy of risk management which is revised periodically by risk manage-
ment committee in the bank.

{d) Liquidity Risk

Liquidity risk is the risk that an institution will be unable to meet its net funding requirements, Liquidity
risk can be caused by market disruptions or credit downgrades, which may cause certain sources of
funding to dry up immediately. To mitigate this risk, management has diversified funding sources and
assets are managed with liquidity approach, maintaining a healthy balance of cash, and cash equivalents.
Management monitors the maturity profile of its inancial assets and liabilitles to ensure that adequate
liquidity is maintained, as detailed here below under "Distribution of assets and liabilities by maturity”
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Notes to the Financial Statements

Distribution of Assets and Liabilities by Maturity

December 31, 2006

Cash and due from banks

13,721,055
Terrm deposits with banks 19,854,058
Cash compulbiory reserve
Financial assets:
Avadable for sale

Held to maturity
Loans and Advances
Customers' acceptance Nabiliny
Other assets

Property and equipiment
Intangibde fixed assets
Regulkstory blocked funds

31,887,828

032,865

-

500,000
447,121

57,443

13,891,757

1.937.42%

LIABILITIES

D 15 bk 313,659 . .

Customers” deposits and ath

ﬁn bua.-u::fn oo 33,626,400 5,145,759 1,509,687

Accounts payable and

miscellaneaus creditars 13,907 390.634 96,480

Uumandlnga:cepun:a - a =

Oither Kahllisies 190,536 43,603 16436

314,154,502 5,579,996 3,622,606

Met assets (262,745 (1,220,217} {1,685,177}
=P 'Y B E
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Notes to the Financial Statements

Decembser 31, 2005

January 1, 2008 Beryond
to Becember December
31,2008 31,2008
SYPO00 SYP 00D
- = ' 13,721,055
H1,680 . 24,756,431
- . 1,927,464 1,927 464
. . £0.000 50,000
- 300,000 200,000 1,000,000
4 661,884 ﬂl.ﬂiﬂ 170,289 8415 530
613,625 - 612,625
1680 T.B64 3,986 164,951
= 698,950 698,950
= = 91,819 51,814
- = 294,270 294,270
5. 366879 750,473 3,436,778 49,743,005

3 . ; 323,659
1,705,311 5.443 43,996,600
729,990 : 1.231,011
612,625 a ‘ 612625
8,006 25 . 258,609
3,055,932 468 . 46,422,504
2,306,947 745,005 3,436,778 3,320,591
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Notes to the Financial Statements

Cash and due from banks 8.3274.389 = 5
Term depasits with banks 10,975 8486 BER 472 742921
Cash compubsory reserve - 2 3
Loans and Acvancet 152,322 202,183 176,019
Customen' acceptance fabilisy = = -
Other astets 13,083 2,340 4,334
Property and equipment - ¥ =]
Intangibde fioed assets - % -
Regulatory blocked funds - = z
17415580 1,072,995 1,023,274

LIABILITIES

Dwe 1o banks 175.000 ' =

Cusiomens’ deposits and other

cradit balances 16,690,842 2,199,823 1,450,000

Accourits payable and 21,375 106,653

miscellaneous creditars & 53,869

Outitanding acceptances - - =

Othes Babilighes 72,009 25,055 5210
16,959,416 243151 1,509,004

Met assers 456,164 (1,348,536} [485,824)
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Notes to the Financial Statements

1,522,662
657,534
125910

4. 187,106

710,818

441,119

651 514
2.559
1,806 071

2,381,035

250,830

250,830

313,540

133

13,673

Bi4.913
i34 814

414 487
128,353
307 555
2,000,132

3,356

1,356

ecembeer 31

WIS

8,274,289
12,587,279
914,913
4 538 B40
651,534
12 66T
414 487
128,353
107,555

25,949 917

145,000

41,088,509

# 13,036

&51.534
105,064
42,733,145

1,216,474
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Notes to the Financial Statements

{e) Operational Risk

Operational risk is the risk that might cause losses to the Bank resulting from deficiency of computer
processing, from deficiencies and lack of procedures, and inappropriate behavior of employees. The
Bank manages this risk through regular training and seminars to employees and through putting in
place procedures for proper internal control and segregation of duties.

31. Cash Flow Statement

The following non-cash transactions were eliminated from the cash flow statement:

= The amount of S¥P 71,000,000 was reclassified from intangible assets to tangible assets. This
amount represents the historical cost of the key money paid for the rent one of the Bank’s branches.
During 2006, this branch was acquired and the key money paid was considered as a payment from
the real estate cost

32. Comparative Financial Statements

In compliance with the directives of the regulatory bodies of the banking sector in Syria, the
comparative financial statements of 2005 were restated to show the net income of the year inclusive

of unrealized differences in exchange. These differences were presented separately in the statement
of changes in equity under the caption “Currency adjustments on capital funded in US Dallars?

33. Approval of Financial Statements

The financial statements for the year ended December 31, 2006 were approved by the Board of
Directors In its meeting held on March 6, 2007,
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Worldwide Correspondents Banks

US Dollar

- Commerzbank A.G - Frankfurl, Germany
- Dresdner Bank A. G - Frankfurl, Germany
- BLOM Bank France 5.A - Paris

- BLOM Bank Swizerland 5.A - Geneva

- Bank of Austria Credilansiall AG - Wien, Ausiria
- BLOM Bank France 3.A - Dubai - UAE

- BLOM Bank S5.A.L - Beirut, Lebanon

- BLOM Bank 5.A.L - Amman, Jordan

- BLOM Bank - Egypl

- Riyad Bank

- Mashregbank PSC

- Commerzbank A.G - Frankfurt, Germany

- Dresdner Bank &. G - Frankfur, Germany

- Banca Intesa SPA - Milano, Italy

= BLOM Bank France S.A - Paris

= Matexis Banques Populaires - Panrs, France
- Bank of Austria Creditanstalt AG - Wien

- BLOM Bank Franca 5.A - Dubai - UAE

- BLOM Bank S.A.L - Bairul, Lebanon

- BLOM Bank - Egypt

= BLOM Bank 5.4 L - Amman, Jordan

Sterling Pound

= BLOM Bank France 3.4 -« London UK
= BLOM Bank S.A.L - Beirut, Lebanon

= BLOM Bank S.A.L - Amman, Jordan

= BLOM Bank France S.A - Paris

= BLOM Bank Swizarand S.A - Gengva
= BLOWM Bank S5.5.L - Bairul, Lebanon
- BLOM Bank France 5.4 - Parfis
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BSO World Wide Correspondents

- Bank of Tokyo Mitsubishi - Tokyo, Japan
- Commerzbank A.G - Frankfurt, Germany
- BLOM Bank S.A.L - Bairut, Lebanon

- BLOM Bank France / Paris

- BLOM Bank S5.A.L - Amman, Jordan
- BLOM Bank 5.A.L - Bairul, Lebanaon

Arab Emirates Dirham

- BLOM Bank France 5.A - Dubai, UAE
- BLOM Bank S.A.L - Beirut, Lebanon

Saudi Riyal

- BLOWM Bank 5 AL - Bairud, Lebanan

Australian Dollar

- BLOM Bank S.AL - Beirut, Lebanon

Canadian Dollar

- BLOWA Bank 5 AL - Bairut, Lebanon
- BLOM Bank France S.A - Paris
- BLOM Bank S.A.L - Amman, Jordan
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B3SO Branches

Head Office and Harika Branch: Damascus

TR

Harika - Bab Barid

Lawyers' Syndicate Building

Tel. : DO963 - 17 - 2460560

Fax: 00963 - 11 - 2460555
Mobile: 00963 - 932 - 460460
PO.Box: 3103 - Damascus - Syria
E-mail: bsomail@bso.com.sy
SWIFT: BSOMSYDA

Al Nejmeh Square Branch: Damascus

Parllament strest

Tel. : 00963 - 11 - 3344001

Fax: 00963 - 11 - 3344021

PO.Box: 3103 - Damascus - Syria
E-mail; bsodamnejmeh@bso.com.sy

AL Kassaa Branch: Damascus

Burj El Rouss
Tel. : Q0963 = 11 - 5431350
Fax: 00963 - 11 - 5431360

PO.Box: 3103 Damascus = Syria
E-mail; bsokassaagbso.com.sy

AL Mezzeh Branch: Damascus

Mext 1o AL Razy Hospital
Tel : 00963 - 11 - 6132411

Fax: 00963 - 11 - 6132409
PO.Box: 3103 - Damascus - Syria
E-mail; bsomezzeh@bso.com.sy
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B3SO Branches

AL Azizieh Branch: Aleppo

Majd EL Dine AL Jabiri Streat
Tel, ; DOSE3 - 21 - 99560

Tel. : 00963 - 21 - 2258570

Fax ; 00963 - 21 - 2249800
P.O.Box: 9966 - Aleppo - Syria
E-mail: bsoaleppo@bso.com.sy

Lattakia Branch:

AL Kamilia - B" of March Street
Tel. : DDS63 - 41 - 3010

Tel. : 00963 - 41 - 452516/ 9
Fax: 00953 - 41 - 452573
PO.Box; 371 - Lattakia - Syria
E-mail: bsolattakizidbso.com.sy

Hama Branch:

Al Kouatly Streat

Tel. : DD963 - 33 - 99460

Tel. : 00963 - 33 - 213834
Fax: 00963 - 33 - 213833
PO.Box: 820 - hama - Syria
E-mail: bsohama@bso.com.sy

Tartous Branch:

AL Thawra Street

Tel. : D0963 - 43 - 9960

Tel. : D963 - 43 - 227474

Fax: 00963 - 43 - 226869
FPO.Box: 824 - Tartous - Syria
E-mail: beotartous@bso.com.sy

Homs Branch:

City Center Building
Tel. : 00963 - 31 - 9950

Fax: 00963 - 31 - 2453936
PO.Box: 1377 - Homs - Syria
E-mail: bsohoms&bso.com.sy
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BLOM BANK Group

Special Banking Services in Gulf, Middle East & Europe

BLOM BLOM BANK
BANK .. [EWTTZERLAND) ns
General Management - Beiru General Management - Geneva
Tiel. : (96711} 743300 - 738938 Tel.: (41-22} 8177100
Fax: (961-1) 738946 E-mall: dir.adminisir®blombank.ch
E-mail: blammaill®@blom.com.lb
« Lebanon (47 branches] BLOM BANK
- Jardan EGYPT
= Syria (Free Jone)
-Cypriss General Management - Egypt
e {202 3039825
BLOMINVEST E-mail: mrbfr@ie-eq.com
BANK ..

-Egypt (11 branches)
- Romania |5 branches)

General Management - Beirut
Tel.:(961-1) 738938 - 743300 BANK OF SYRIA
c-mian: blominvest@blominvestbank.com AND OVERSEAS ...
General Management - Syria
s BLOM Tel,: (363-11) 2460560
DEVELOPMENT BANK :-. E-mail: bsomall@hso.com, sy
EEEL A LA
General Management - Beirut AROPE
Tel ; (B&1-1) 751090 /17273 INSURANCE
E-mall: infodblomdevelopmentbank.com i
General Management - Beirut
Tel. c (3611} 747444 - (961-1) 759995
FERL,::::?HK E-rmail: arapeilirope.cam
General Management - Paris AROPE SYRIA
Tel. : (33-1) 44950806 EVRLA (NTERMATRIMAL INSLIRANCE

E-mail: blomfrance@blomfrance. fi

General Management - Damascus

= France . -y -
= United Kingdom fel.: (963-11) 9279
= LIAE {Dubai - Sharjah) E-mail: aropesyriaarepe. com
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BLOM BANK Group
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