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Ll\ffiEPE NUE~T AUDITOR S' REP ORT 

To the Shareholders 
st.c Bank SA L. 
Beirut, Lebanon 

We have audited the accomp anying consolidated financial statements of BLC BANK S.A.L. and the 
Subsidiaries (the "Group"), wh ich comprise the consolidated balance sheet as at December 31, 2006, 
and the consolidated statement of income, consolidated statement of changes in equity and 
consolidated cash flow statement for the year then ended, and a summary of significant accounting 
policies and other explanatory notes. The consolidated financial statements of the Bank: for the year 
ended December 31, 2005 were audited by Deloitte & Touche only who expressed an unqualified 
opinion in their reissued auditor' s report dated March 27, 2006 which included an emphasis parag raph 
highlighting going concern, quali ty of revenues and compliance with local regulatory frame work. 

Management 's Responsibilityfor the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance wi th International Financial Reporting Standards. This responsibility 
includes: designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free froin material misstatement, whether due to frau d or 
error; selecting and applying appropriate accounting policies; and making accounting estim ates that 
are reasonable in the circums tances. 

Auditor's Responsibility 

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



An audit involves performing procedures to obtain audit evidence about the amounts an d dis closures 
in the financial statements. The procedures selected depend on the auditor 's judgment, including the 
assessment of the risks ofmaterial misstatement of the finan cial statements, whether due to fraud or 
error. In making those risk assessments, the auditor consi ders internal control relevant to the enti ty ' s 
preparation and fair presentation of the financial statements in order to design audit procedures tha t are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effec tiveness 
of the entity's internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

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

Opinion 

In our opinion, the financial sta tements present fairly, in all material respects, the consolidated 
financial position of the Group as of December 31, 2006, and its conso lidated finan cial performance 
and its consolidated cash flows for the year then ended in accordance with International Financial 
Reporting Standards. ' 

;<.fNl tr-Beirut, Lebanon 
February 28,2007 KPM G 



BLC BANK S.A.L
 
CONSOLIDATED BALANCE SHEE T
 

ASSETS 

Cash compulsoryreserve - Non interest earning 
Cash and due from barks 
Time deposits with banks and financial institutions 
Investment securities: 

Held-for-trading
 
Available-for-sale
 
Held-to-maturity
 

Loans and advances to customers 
Customers' acceptance liabilities 
OL1.Cr assets 
Properties acquired in satisfaction of debts 
Property andequipment 
Deferred charges 

Total Assets 

R NANCL-\.L INSTRUlHENTS WITH OFF-BALANCE 
SHEET RISKS: 

Letters of guarantee and stand by letters of credit 
Letters of credit 
Forward exchange contracts 

5(a) 
5(b) 
5(c) 
6 

7 
8 
9 
10 
11 
12 

26 

December 31. 
2006 

LllP'OOO 

16,728,114 
140,774,711 
635,259,728 

12,028,314 
1,056,356,906 

726,267,4 10 
520,72 1,559 
41,408,722 
59,027,190 
70,583,757 
24,963,980 

5.392,695 

3309 513 080 

392,593,349 
105,446,963 
88,698,444 

2005 
LllP'OOO 

17,552 ,740 
130,402,51 7 
524,4 18,482 

30,9 18,287 
540,919,508 
982,981 ,133 
478,442 ,802 

55,602,344 
101,557,959 
64 ,78 7,941 
27,373,430 
12,059,361 

2,967,0 16,504 

262 ,289,389
 
69,092,584
 

III ,069,080
 



BLC BANK S,A,L. 
C00S0LIDATED BALANCE SHEET 

L IARl1.fnr.s 

Banks and financial institutions: 
- Demand deposits 
- Short-:enn borrowings 

Customers' deposits and creditbalances: 
- Demand deposits 
- Time deposits 
- Saving sight accounts 
. Saving term accounts 
- Credit versus debit balances 
- Public sector 

Subordinated loans 
Soft loans - Central Bank ofLebanon 
Accounts parable and miscellaneous credit~rs 

Outstanding acceptances 
Otherliabilities 
Provision fer losses and ri sks 

Total liabilities 

EQUITY 

Capital (10 1,235,000 sharesauthorized, issued 
and fully paid) 

Reserves 
Cumulati ve tra nslation adjus tment 
Retainedeamings/(accumulated losses) 
Change in fair value of available-for-sale securities 
Net inccme for the year 

Total attributable to the equityholders of the parent 

Minority interest 
Total equity 

Total Liabilities and Equity 

December 31, 
Not es 2006 2005 

LBP'OOO LBP'OOO 

13 
18,520,141 24,062,758 
80,090,845 73,144,954 
98,610,986 97,207,712 

14 
371,753,105 364,«)0,775 
773,326,402 613,332,721 
41,848,010 49, 714,757 

1,'44,459,953 1,474,083,684 
1,081 61,703 

4,745,747 5, 190,133 
2,736,134 ,298 2.506,8 43,773 

15 50,000,006 3,844,645 
16 152,583,000 152,583,000 
17 72,889,1 13 68,299,293 
8 41,408,722 55,602,3'4 
18 23,242,106 32,697,231 
19 27.129,422 _ 22, 27,811 

367,252,369 342, 854,324 
3,20 1.997,653 2,946 ,905,809 

20 101,235,000 40,3 20,000 
2 1 2,290,758 12,364,750 

( 592,955) ( 3 16,315) 
2,293,285 ( 52,765,988) 

( 15,748,686) 9,6 14,395 
17,892,126 10,798.1I 1 

107,369,528 20,0 14,953 

145,905 95,742 
107,5 15,433 20, J10,695 

3,309,513,086 2,967,016,504 



BLC BANK SAL.
 
CONSOLIDATED INCOME STATEMENT
 

Yea r E nded December 31. 
2006 2005 

LBP 'OOO LBP 'OOO 
Interest income: 

Loans and advances (0 custome rs 38,279,401 30,962, 197 
Lebanese treasu ry bill s 60,235,335 36,158,208 
Certifica tes of depo sit 44,830,687 55,098,964 
Deposits with banks and financial inst itut ions 28,989,906 19,340,918 
Fixed income securities 44,567,949 47,88 1,674 
Other income 1I S.I 7L 269,657 

217.021.455 189.711.618 
Interest expense: 

Customers ' deposits ( 137,963,337) ( 114,333,467) 
Deposits from banks ( 4,532,974) ( 5,252,002) 
Re purchase agreements ( 4 14,516) ( 1,788,086) 
Soft loans from the Central Bank of Lebanon 16 ( 5,733,101) ( 4,756 ,071) 
Subordinated loans ( 1.397.413) ( 273.98 1) 

( 150,041,341) ( 126.403,607) 

Net interest income 66,980,114 63,308,011 

Pro vision for credit losses 7 17,215, 155) 15,153,319) 
Write-back of provision for credit losses 7 18,632,614 28,426,136 
Write-off of loans 53,497) 85,399) 
Write-back of provis ion for doubtful banks 6,008 55,778 
Write-b ack of discount on loan portfolio purchased 7 527,598 1.057,053 

Net interest income after provision for cred it losses and wri te-off of 
loans, net of write-backs 68,877 ,682 77,608,260 

Commissions, fees and other revenues (Net) 22 16,632,380 13,672,946 
Realized and unrealized gain on securities 1,i75.183 3,906, 183 
P rovis ion for losses and risks (Net) 19 1,748,067) 2,066,199) 
Write-back/(provision) for non-recurring bo nuses 18 4,649,206 8,699,531) 
Pro visions no longer required 39,689 556,155 
Gain on sale of prop erty and equipme nt and prope rties acquired in satisfact ion of debts 404,491 1,046,881 
Exchan ge gain (Net) 4,481,75 3 4,278,288 
Provision for properti es acq uired in satisfaction of debts 10 452,250 ) 3,835,262) 
Provision for impairment of owned real estate 11 376,875) 17.000) 

Net financial income 94.283 .192 86.450,721 

Oth er expenses: 
Salaries and related charges 33,45 7,949) 30,436,920) 
General operating expe nses 24,293,758 ) 24,808,459) 
Dep reciation of property and eq uipment 11 3,876,8 16) 3,641,3 13) 
Amortization of computer software 9 1,498,855) 1,335,594) 
Provision for impair me nt of deferred charges 12 3,000,000) 
Provisio n for amortization of deferred charges 12 6,66 6.666) 6,666.666) 

69.794, 044) 69,888.952) 

Net income befo re income tax 24,489,148 16,561,769 

Income tax 
Net income after income tax 

( 6,556.433) 
~J 7 932.lli 

5.732,553) 
J0 829 21.6. 

Attributab le to: 
Equity ho lders of the parent 
Mino rity interest 

17,892,126 
40.589 

17 932 115. 

10,798,111 
3 1.105 

, ~ )a 822..21.6 

0')7Basic.earnings per share for the year 0.2L­



IlLC BANK V•.i ,
 
CONSO[J DATIW STATK\IINT Of CIIAN G~~~ IN WUlTY
 

\'EAlt IINnRh n F. c r MAEH 31, 2006 

Calil "l 
rm-eec 

Sl,u, . 

~ 
I.llV'O[l(1 

Shareh okle n' 
Cu.•hContribl lion 

\) Capital 
LUP 'OOO 

Legal 

Jillm! 
Llll" OOO 

Atlri!,ul. bk 10 E" "ily Hold .r! "r the 1'• ••,,1 
('hnge 

Gcnu~ l { ' um.I ~li,'. in "'air V. ln. l t 
Olhcr [l~ll k in g Translation Availa ble.for-,.'l:l l. 
Ren ",n rlel " 've Adj u~me nb Sfl:uritieJ 
!. RP' IJIJO LIlP'OIl{) UW OOO LBP'OUO 

Rd aineil 
t>l r n in ~ 

(AcCl"nnl.l ed 
~n~ 

LllP'OOO 

N" 
lucume 

fnr lhO' Vu ' 
LDI"OOO 

l obi 

Ull"OOO 

Minority 

l!!!llm. 
LSP'04lO 

TlJtal 
~: 1uil v 

LRP'OOO 

Belece - Decc mbeI31,2004 
Allo;ntion of2OOl profil 
Trarsferto accumuLl1ejtosses 
Restltcmellf ofexchange difference 

onBLC Fl3l1cc equi!}' 
Exdangedi[kKnce 
Olheladjn st~nls 

C1Iarge in fairvalue of ' vail,llJl d or-snle 
sewritie5 

N~ t r rofit forthe y e~ r 2&15 

40,320,000 

--- ­

1,320,&00 

( 1,320,800) 

- - ­

3,431,372 

(3,43 1,312) 

- - ­

3,310,046 

- - ­

16,072,202 

( 8,2JXi,n O) 

1,1&9,272 

-- ­

( 278,1 93) 

( 38,122) 

- ­

~,m, m 

4,5&1 .237 

( 9~,319, m) 

23,917,066 
12,9S8,942 

S,80 ~ ,922 

3,395 

( 130,&62) 

23,917,066 
(23.917,066) 

10,798,111 

( 5HJ,728) 68,032 ( 915,696) 

5,804,922 5,W-1,922 
( 3&, 122) ( 38,122) 

3,395 ( 3,395) 

4,4;0,37' 4,4)0,375 
10.798,111 -.l!JQi 10,829212 

Comprehe nsive income for the 
j't3C 2005 - - ­ - - - -- ­ - - ­ - ­ 3.llim ( DO862) 1Q.:mJll ..l1.mAM --1.l.1ill .J}.lli.lli. 

[h lnrtoe - December 31,2005 ..iQj 20,rroO - - ­ --­ l.1J].()i6 7 ~ 6 5 . m lJll2.m l.lliJW Y ~ 1 4 W 5 (5V65.9 88) 10,198.11 1 20,QU .'J53 ~ -1.Q..lN.ill 

A lIoc~ tion of2005 net rrofit 
Illcfl: /Se o f c ~ p nl 

Tr.IlI, fer of 1egzl re$frvfS andutile! 
reservesto accumulated losses 

Decrease in CIJ ~l al_lI ~ n .rMTnl l " 

accumulated kisses 
Restatement of eXchOllgl: difference 

on IlLC FIlI",e equi ty 
Exch3nge diffe~nce 

Changes in minerity interesl 
Change in lairvllneof aVil ilahlc-fl'f'snIc 

securities 
N1:1 profit for the yell 20Cii 

100.000,000 

( 39,085,000) 

- - ­ - - -

1.O53 ,ll63 159,M3 

(3,31 0,046) ( 7,865,432) 

( 11 2)2 0) 

--­ - - ­

( 276,640) 

- ­
(2S ,36 3.0~1) 

9,5 M,405 

1I,m,478 

39,OU,OOO 

( 4,715,610) 

(10,198,111 ) 

J1.19:U26 

100,000,000 

( 4,785,( 10) 
( 38M60) 

( 25,363 ,08 1) 
.J1.392,l26 

9,574 

~lS2 

100,000,000 

( 4,m ,610) 
( 388,860) 

9,514 

( 25,363,081 ) 
11.232.7IS 

Comprehensive income fa the 
yctIrWO(, --­ - - ­ - - ­ - - ­ - ­ (25,361081l !2JI.21.ill ( ] A70.95S) 40589 ( ~§~l 

Bntance-December31. 2006 lQ1 mQOO - --­ ...2Jjjj.l ~ J.lW1l Ll1l.2lll (Ul18.6S0 .l.lll.ll• IBn 126 IDLlimi ...l!l.W 1m.illAll 



BLe B ANK S.A.L
 
CO." SQLInATED STATEMEJ'\T OF CASH FLOWS
 

Year Ended December 3 1. 
;oo;otes 2006 2005 

LBP'OO O LBP' OOO 

Cash flo....-s from operating activities: 
Net Income for the year 17,932,715 10,829,2 16 
Adjusfrnerrts to reconcile r.et income to cash 

provided by operating activities: 
Wrie -back of provision for creditlosses (net) ( 1,363,962) ( 13,187,4 16) 
Write-back of discount on loan portfolio purchased ( 527,59 3) ( 1,0 57,05 3) 
Depreciation and amortization 12,O..J2,337 11,643 ,573 
Provision for impainnen: of deferredcbarges 3,000,000 
Prevision for losses an d risks (net) 1,';'48,067 ( 84,356) 
Net provision for end-of-service indezinity 8S5.649 R0 5.8 5..J 
Prova ioa for impairment of owaed real estate 376,875 17,00 0 
(Wrie -becky provslon for non-recurring bonuses ( 4,649,206) 8,69 9,53 1 
Provisioo revaluation for fixed positio:l. 143,503 
Gain on sale of properties acquired in satisfaction of debt ( 403,38i) ( 1,34i,248) 
Prevision for properties acquired in s.a:i... faction of debts 4:52,2 50 3, 835,26 2 
Provisions 00 longer required ( 39,689) ( 55 6,15;) 
Unrealized loss on securities 326,839 1,591,265 
Accretion of ueasury bills ( 3,426,692) ( 2,954,32 9) 

Net (deereaseyincrease in provision for losses and risks 25 ( 2,875,90 6) 2, 62 8,392 
~et dccre.uel(incn:ase) in other assets 25 43,668 ,08 3 ( 6,5 04,975) 
Net increase in accounts payable and miscellaneous creditors 4 ,589,820 31.0 61,032 
Net decrease ir: other liabilities 25 ( 3,672,572) ( 2,1 90 ,886) 
Exchange difference and others ( 5.164,896) 5,635 .938 

Net cash provided by or ~ rl'lt iog activities 60,042,230 51.864 645 

Cash news from investing activities: 
Time deposits with banks and financial institutions (1 10,841,246) ( 80,613 ,770) 
Loans and advances to customers ( 56 ,789,952 ) ( 78,492,880) 
Securities 25 (266,573,260) ( 48,843 ,963 ) 
Proceeds from sate of properties acquired in satisfaction of debts &,704,S77 10,365,173 
Property an d cquiplllc:ll ( 1,844,24 1) ( 3,3 35,772) 

Net cash used in investing activities (427,3 43,822) (ZQQ.2lL2l2l 

Cash flows from financing activities: 
Net increase in cust omers' depo sits and credit balances 229,2 YU,525 2 12,818,598 
Net increase.(decrease) in due to banks 1,403,274 ( 38,683,585 ) 
Net de crease in cash compulsory reserve . 

Non-interest earning 824,626 2..J ,977,497 
Capital increase 25 100,000,000 
Net increase in subordinated loans 46,155.36 1 

Net cash provided by financing activit ies ill.6l3.182 J9 9,11251 0 

Net increase in cas't and cash ecuivalems 10,372,194 50,055 .943 
Cash and due from banks - B~ginnin g of year 13Q,402,517 80,346.574 
Cash and due from banks - End of r ear 140 774 111 130402 517 
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