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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF

BANK AUDI szl

Adverse Opinion
We have audited the consolidaled financial statements of Bank Audi SAL (the “Bank™) and its

subsidiaries (the “Group™), which comprise the consolidated statement of financial position as at 31
December 2025, and the consolidated income statement, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including material accounting policy

information.

[n our opinion, because of the significance and pervasiveness of the matters described in the “Basis for
Adverse Opinion" section of our report, the accompanying consolidated financial statements do not
present fairly, in all material respects, the consolidated financial position of the Group as at 31
December 2025, and its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with IFRS Accounting Standards as issued by the International Accounting

Standards Board (IASB).

Basis for Adverse Opinion

1. Asdisclosed in Note 2.1 to the consolidated financial statements, the Group has not applied [AS 29
— Financial Reporting in Hyperinflationary Economies (“IAS 29”) to its operations it the Republic
of Lebanon and the Republic of Tiirkiye for the periods in which those economies were
hyperinflationary, including the year ended 31 December 2025. The Group also did not reflect the
effects of hyperinflation in the forecasts and discount rates used in accounting estimates. This is a
material and pervasive departure from IFRS Accounting Standards. Had the Group applied [AS 29,
the amounts and related disclosures in the consolidated financial statements, including the
comparative information, would have been materially and pervasively different. Our opinion on the
consolidated financial statements for the year ended 31 December 2024 was modified in respect of

the same matter.

2. Asdisclosed in Note 3 to the consolidated financial statements, the Group recorded adjustments to
the carrying amounts of tangible and intangible assets of entities operating in Lebanon based on
Law 330 dated 4 December 2024 and Ministry of Finance Decision 715 dated 1 August 2025. These
adjustments included remeasurement of land and buildings in Lebanon, assets obtained in
settiement of debt, and other tangible and intangible assets, and were applied retrospectively, with
corresponding figures restated and a third statement of financial position presented as at 1 January
2024.

e Land and buildings in Lebanon, included in property and equipment and assets obtained in
settlement of debt, carried at LBP 19,669,677 million and LBP 4,730,658 miliion respectively
in the consolidated statement of financial position as at 31 December 2025 (31 December 2024:
LBP 19,487,942 million and LBP 4,903,266 million respectively; | January 2024: LBP
17,490,676 million for land and buildings in Lebanon included in property and equipment,
those included in assets obtained in settlement of debt were not remeasured) were remeasured
based on a valuation performed by an accredited independent external valuer in US Dollars and
then translated inte Lebanese Pounds at LBP 89.500. with a corresponding adjustment to
accumulated depreciation;
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BANK AUDI sal (continued)

Basis for Adverse Opinion (continued)

» Tangible assets other than land and buildings and intangible assets of entities operating in
Lebanon carried at LBP 1,143,971 million and LBP 295,133 million respectively in the
consolidated statement of financial position as at 31 December 2025 (31 December 2024: LBP
1,192,078 million and LBP 254,935 million respectively; ! January 2024: LBP 194,105 million
and LBP 37,750 million) were adjusted by retranslating historical cost and accumulated
depreciation at LBP 89,500 to the US Dollar; and

¢ The adjustments were applied retrospectively, with corresponding figures as at and for the year
ended 31 December 2024 restated and, a third statement of financial position presented as at 1
January 2024,

In our opinion, these accounting adjustments constitute a material and pervasive departure from
IAS 16 — Property, Plant and Equipment, [AS 38 — Intangible Assets, IAS 8 — Accounting Policies,
Changes in Accounting Estimates and Errors, and IFRS 5 — Non-current Assets Held for Sale and
Discontinued Operations. Had these matters been accounted for in accordance with IFRS
Accounting Standards, including the application of IAS 29 where relevant, amounts recognised in
respect of property and equipment, assets obtained in settlement of debt, intangible assets, deferred
tax, equity, profit or loss, other comprehensive income, comparative information and related
disclosures would have been materially and pervasively different.

3. As disclosed in Note 1 to the consolidated financial statements, the corresponding figures for the
year ended 31 December 2024 have not been restated to reflect the effect of using exchange rates
compliant with IAS 21 — The Effects of Changes in Foreign Exchange Rates for the translation of
monetary assets and liabilities denominated in foreign currencies, the assets and liabilities of foreign
operations, and foreign currency transactions during prior periods. As further disclosed in Note 1,
from January 2024 the official published exchange rate was set at LBP 89,500 to the US Dollar,
and the Group recorded the effect of that change in the consclidated income statement for the year
ended 31 December 2024 under “Net trading (loss) gain” and in the consolidated statement of
comprehensive income under “Exchange differences on translation of foreign operations”. The
Group did not restate comparative amounts, which is a departure from JAS 8 — Accounting Policies,
Changes in Accounting Estimates and Errors (“IAS 8”). Accordingly, the corresponding figures
remain affected by the prior-year departures from IAS 21 and IAS 8, and our opinion on the current
year consolidated financial statements is modified because of the effects of this unresolved matter
on the comparability of the current year figures and the corresponding figures.

With respect to foreign currencies subject to de-facto capital controls, we were unable to satisfy
ourselves whether this exchange rate is that at which the future cash flows could have been settled if
those cash flows had occurred at the measurement date. Consequently, we were unable to determine
whether any adjustments should have been made to the consolidated financial statements (including
comparative information). Qur opinion for the year ended 31 December 2024 was modified for same

reasons.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BANK AUDI sal (continued)

Basis for Adverse Opinior (continued)

4. Asat 3] December 2025, the Group holds balances with the Central Bank of Lebanon amounting to
LBP 789,662,242 million (2024: LBP 818,979,232 million), a portfolio of Lebanese government
treasury securities and Certificate of deposits (under financial assets at amortized cost) totaling LBP
60,336,146 million (2024: LBP 60,347,995 million), a portfolio of loans amounting to LBP
15,010,390 million (2024; LBP 9,839,767 million) and other balances with banks and other assets
amounting to L.BP 4,013,566 million (2024: LBP 4,237,574), concentrated in Lebanon which
represent 64% of the Group’s total assets as at 31 December 2025 (2024: 60%).

As disclosed in Note 1, the consolidated financial statements do not include adjustments required by
IFRS 9 — Financial [nstruments to the carrying amounts of the above assets and to many related
accounts and disclosures that would result from resolution of the uncertainties described in Note 1.

Furthermore, the Group had engaged in several transactions involving modification of contractual
cash flows, renegotiations, exchanges and extinguishment of financial assets and financial liabilities.
The Group has not applied the requirements of [IFRS 9 and assessed whether these transactions should
be accounted for as modifications resulting in derecognition or n¢ derecognition, nor is the Group
calculating and accounting for the impact of such modifications, which constitutes a departure from
the requirements of IFRS 9. The effects of this departure on the carrying amount of these financial
instruments and related income statement accounts have not been determined. Our opinion for the
year ended 31 December 2024 was modified for same reasons.

Also, as disclosed in Note 48, management did not produce the information about the fair value of
these assets and other financial instruments concentrated in Lebanon and these consolidated financial
statements consequently do not include the fair value disclosures required by [FRS 13 — Fair Value
Measurement. '

Had such adjustments and disclosures been determined and made, many elements and related
disclosures in the accompanying consclidated financial statements for the years ended 31 December
2025 and 31 December 2024 would have been materially different. The effects of the resolution of
these uncertainties on the consolidated financial staternents and disclosures have not been determined.
Our opinion for the year ended 31 December 2024 was modified for same reasons.

5. As at 31 December 2025, the Group holds equity instruments in entities operating in Lebanon
amounting to LBP 11,736,487 million held at fair value through other comprehensive income (2024:
LBP 11,240,714 million). The fair value of these instruments is measured based on a mix of
observable and unobservable data holding a high level of uncertainty due to lack of reliable market
evidence in light of the uncertainties described in Note 1. As such, it is not possibie to determine the
future effects that the economic crisis described in Note 1 would have on the carrying amounts of
these assets. Consequently, we were unable to determine whether any adjustments should have been
recorded on these amounts. Qur opinion for the year ended 31 December 2024 was modified for same .

reasons.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BANK AUDI sal (continuned)

Basis for Adverse Opinion (continued)

6. As at 31 December 2025, the Group carries provisions for risks and charges amounting to
LBP 44,696,690 million (2024: LBP 33,025,953 million) for which we requested but did not receive
any basis for such provision. Accordingly, we were unable to determine whether these provisions
meet the recognition criteria of IAS 37 “Provisions, Contingent Liabilities and Contingent Assets”.
Consequently, we were unable to determine whether adjustments to the carrying amount of these
provisions as at 31 December 2025 and related income statement accounts for the year ended 31
December 2025 were necessary. Our opinion for the year ended 31 December 2024 was modified

for same reasons.

7. The Group did not reclassify to the consolidated statement of income during the year ended 31
December 2025, cumulative foreign currency translation reserve amounting to LBP 9,230,763
million relating to assets held for sale derecognized during the year. Instead, the Group transferred
these cumulative reserves directly to retained earnings, which constitutes a departure from the
requirements of JAS 1 — Presentation of Financial Statements (“IAS 17) and IFRS 5 — Non-current
Assets Held for Sale and Discontinued Operations (“IFRS 57). Accordingly, profit from
discontinued operations for the year ended 31 December 2025 should be increased by LBP 9,230
billion and other comprehensive income from discontinued operations should be decreased by the
same amount.

8. The events and conditions and practices that would not qualify as normal course of business in a non-
crisis environment described in Note [ and the matters described in paragraphs 1, 2, 3 and 4 above
affect the financial position, liquidity, solvency and profitability of the Group, and expose the Group
to increased litigation and regulatory risks. Significant uncertainty exists in relation to the outcome of
the litigations, claims and investigations raised against the Group and the negative impact that they
may have on the Group’s financial position as disclosed in Notes [ and 57. These events and
conditions may cast significant doubt on the Group’s ability to continue as a going concern. We were
unable to obtain sufficient appropriate audit evidence about the Group’s ability to continue as a going
concern, Our opinion for the year ended 31 December 2024 was modified for same reasons.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
tesponsibilities under those standards are further described in the Auditors’ responsibilities for the audit
of the consolidated financial statements section of our report. We are independent of the Group in
accordance with the Infernational Ethics Standards Board for Accountants’ International Code of Ethics
Jfor Professional Accountants (including International Independence Standards) (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial statements in
Lebanon, and we have fulfilled our other ethical responsibilities in accordance with these requirements
and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the year ended 31 December 2025. Except for the
matters described in the “Basis for Adverse Opinion™ section of our report, we have determined that
there are no other key audit matters to communicate in our report.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BANK AUDI sal (continued)

Other Information Included in the Group’s 2025 Annual Report

Other information consists of the information included in the Group’s Annual Report other than the
consolidated financial statements and our auditors” report thereon. Management is responsible for the
other information. Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information; we are required to report that fact. As described in the “Basis
Jfor Adverse Opinion" section of our report, the consolidated financial statements do not include
adjustments arising from the maters set out therein. We have concluded that the other information is
materially misstated for the same reasons with respect to the amounts or other items in the Group’s
2025 Annual Report affected by matters reported in the “Basis_for Adverse Opinion”.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with [FRS Accounting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

in preparing the consclidated financial statements, manageruent is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group
or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect & material misstaterment when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with [SAs, we exercise professional judgement and maintam
professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consclidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
end obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
BANK AUDI sal (continued)

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements (continued)
s Obtain an understanding of internal contro! relevant to the audit in order to design audit
procedures that ate appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors’ report to the related disclosures in the consolidated financtal
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consclidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

* Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the group as a basis for forming an
opinion on the consolidated financial statements. We are responsible for the direction,
supervision and review of the audit work performed for the purposes of the group audit. We
remain solely responsible for our audit opinion.

We cotnmunicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
sthical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions
taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing s0 would reasonably be expected to outweigh the public interest benefits of such communication.

e .
(oo 370023 M‘ J o s
Emst & Young S an Gl "@’(C‘o/

8 June 2026
Beirut, Lebanon
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2025

CONTINUING OPERATIONS
Interest and similar income
Interest and similar expense
Net interest income
Fee and commission income
Fee and comumission expense
Net fee and commission income
Net trading (loss) gain
Net gain on-derecognition of financial assets and liabilities at amortised cost
Net gain (loss) on derecognition of financial assets at fair valve through other

comprehensive income
Other operating income

Total operating income

Net (impairment loss} recovery on financial assets
Net operating income

Personnel expenses

Other operating expenses

Depreciation of property and equipment and right-of-use agsets
Amortisation of intangible assets

Total operating expenses
Operating income
Net gain (loss) on disposal of fixed assets

Profit before tax from coutinuing operations

Income tax

Profit for the year from continuing operations

DISCONTINUED OPERATIONS
Profit (loss) for the year from discontinued operations, net of tax

Profit for the year

Aftributable to:
Equity holders of the parent
Profit for the year from continmung operations
Profit (loss) for the year from discontinued operations

Non-controlling interests

Profit (loss) for the year from continuing operations
Loss Jor the year from discontinued operations

Earnings (loss) per share:

Basic and diluted earnings per share
Basic and diluted earnings per share from continuing operations
Basic and diluted earnings (loss) per share from discontinued operations

*Restated for the effects of the matters disclosed in Note 3

Notes

[ S

15

45

45

16
16
16

The attached notes 1 to 60 form part of these consolidated financial statements.

Restated*

2025 2024

LBFP Million LBP Million
20,512,388 22,542 404
(1,969,208) (3,052,349)
18,543,180 19,490,055
12,580,193 11,297,134
(1,907,660) (1,320,019)
10,672,533 9,977,115
(5,087,329) 10,238,092
17,098,650 201,481
82,203 (4,540)
219,676 842,133
41,528,913 40,743,936
(138,695) 1,173,473
41,390,218 41,917,409
(10,440,602) (9,145,621)
(21,583,932) (29,206,617}
(848,700 {708,410)
(244,279) (125,099)
(33,117,513) (39,185,74T)
8,272,705 2,731,662
62,936 (605)
8,335,641 2,731,057
(1,133,511) (2,055,451)
7,202,130 675,606
202,603 (673,893)
7,404,733 1,713
7,430,212 212,471
7,201,884 675,805
228,328 (463,334)
(25,479) (210,758)
246 (159
(25,725) (210,559)
7,404,733 1,713
LBP LBP

12,649 362
12,260 1,151

389 (789)

7
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2025

Notes

Profit for the year from continuing operations
Profit (loss) for the year from discontinued operations

Other comprehensive income that will be reclassified to the income
statement in subsequent periods from continuing operations
Foreign currency transtation
Exchange differences on translation of foreign operations
Net foreign currency translation
Debt instruments at fair value through other comprehensive income
Change in fair value during the year
Gain reclassified to the income statement
Tax effects 15
Net gain on debf instrumenis ot fair value through other comprehensive
income
Total other comprehensive income that will be reclassified to the income statement in

subsequent periods from continuing operations

Other comprehensive income that will not be reciassified to the income statement in
subsequent periods from continuing operations

Revaluation reserve

Revaluation gain

Tax effects 15
Net revaluation

Remeasurement gains (losses) on defined benefit plans

Actuarial gains (losses) on defined benefits plans 37
Tax effects 15
Net remeasurement losses on defined benefit plans

Equity instruments a! fair value through other comprehensive income

Net unrealised gains

Tax effects 15

Net unrealised gains on equity instruments at fair value through other comprehensive income

Total other comprehensive income that will not be reclassified to
the income statement in subsequent periods from continuing operations

Other comaprehensive income for the year from continuing operations, net of tax

Other comprehensive income for the year from discontinued operations, net of tax 45
Total comprehensive income for the year from continuing operations, net of tax

Total cornprebensive income for the year from discontinued operations, net of tax 45
Total comprebensive income for the year, net of tax

Atftribatable to:

Equity holders of the parent
Nou-controlling interests

*Restated for the effects of the matiters disclosed in Nole 3

The attached notes 1 to 60 form part of these consolidated financial statements.

Restated *

2025 2024

LBP Million LBP Million
7,202,130 675,606
202,603 (673,893)
5,090,003 39,551,698
5,090,003 39,551,698
451,784 40,548
(74,185) -
(62,788) (7,293)
314,811 33,255
5,404,814 39,584,953
302,984 8,584,488

- 43,702

302,984 8,628,190
336,340 (1,634,557}
(39,485) (3,977
296,855 (1,638,534)
422,882 9,779,540
(76,032) (1,628,575)
346,850 8,150,965
946,689 15,140,621
6,351,503 54,725,574
183,014 11,932,961
13,553,633 55,401,180
385,617 11,259,068
13,939,250 66,660,248
14,032,238 64,054,983
(92,988) 2,605,265
13,939,250 66,660,248

g
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Asat 31 December 2025

ASSETS

Cash and balances with central banks

Due from banks and financial institutions

Derivative financial mstruments

Financial assets at fair value through profit or loss
Loans and advances to customers at amortised cost
Loans and advances to related parties at amortised cost
Debtars by acceptances

Financial assets at amortised cost

Financial assets at fair value through other comprehensive income
[nvestment in an associate

Property and equipment and right-of-use assets
Intangible assets

Assets obtained in settlement of debt

(Other assets

Deferred tax assets

Goodwill

Assets held for sale

TOTAL ASSETS

LIABILITIES

Due to central banks

Due to banks and financial institutions
Derivative financial instruments
Customers’ deposits

Deposits from related parties

Debt issued and other borrowed funds
Engagements by acceptances

Other Jiabilities

Current tax liabilities

Deferred tax liabilities

Provisions for risks and charges
Liabilities held for sale

TOTAL LYABILITIES

SHAREHOLDERS® EQUITY —- GROUP SHARE
Share capital - common shares

Share capital — preferred shares

Issue preminm — common shares

Issue premium — preferred shares

Cash contribution to capital
Non-digtributable reserves
Distributable reserves

Treasury shares

Retained eamings (accumulated losses}
QOther components of equity

Reserves related to assets held for sale
Result of the year

NON-CONTROLLING INTERESTS

TOTAL SHAREROLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

*Restated for the effects of the matters disclosed in Note 3

46

Restated* Restated*

2025 2024 1 January 2024

LBP Miilion LBP Million LBP Million
869,316,542 865,064,542 148,469,720
152,280,288 149,978,644 24,847,986
1,522,753 1,134,384 452,527
30,467,977 12,599,342 4,358,540
101,870,641 85,796,399 15,165,583
198,255 361,848 575,051
791,633 635,460 250,048
113,033,994 112,572,327 19,225,632
42,387,644 30,516,062 2,025,273
- - 141,155
25,624,039 25,043,036 18,775,150
614,791 435312 65,240
4,852,019 5,019,955 98,468
6,812,369 5,998,938 1,152,697
517,368 507,994 98,187
3,145,119 2,748,350 497,030
- 200,628,451 42,541,256
1,353,435,432 1,499,041,044 278,739,543
2,429,270 2,823,868 2,529,211
13,345,457 23,538,927 2,826,759
1,144,106 1,114,034 312,937
1,152,575,994 1,107,716,259 190,765,621
1,417,033 3,537,330 1,319,556
10,529,667 23,953,218 4,063,130
791,633 635,460 250,048
13,571,834 18,307,380 5,812,585
374,616 1,525,180 269,203
2,125,617 1,940,806 310,826
51,429,771 39,063,741 4,494 4472
- 181,916,730 39,430,857
1,249,734,998 1,406,072,933 252,385,175
982,859 982,859 982,859
10,020 10,020 10,020
902,290 902,290 902,290
894,480 894,480 894,480
72,586 72,586 72,586
2,709,900 2,588,375 2,535,354
43,453 35,995 35,995
(7,246) (8,392) (8,392)
4,417,868 (4,965,220) (4,896,300)
86,237,954 79,886,611 25,426,923
- 9,013,806 (105,217)
7,430,212 212,471 (233,195
103,694,376 89,625,881 25,617,403
6,058 3,342,230 736,965
103,700,434 92,968,111 26,354,368
1,353,435,432 1,499,041,044 278,739,543

The attached notes 1 to 60 form part of these consolidated financial statements.
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CONSOLIDATED CASH FLLOW STATEMENT
For the year ended 31 December 2025

OPERATING ACTIVITIES
Profit before tax from continaing operations
Profit Qoss) before tax disconfinued operations

Adjustments for non-cash items:
Depreciation and amortisaticn
Net gain on derecognition of financial assets and labilities at amortised cost
Net impairment loss {recovery) on financial assets
Goie from sale / acquisition of a subsidiary
Met (loss) gain on sale or disposal of fixed assets
Provision for risks and charges
Write-back of provisions for risks and charges
(Gain on financial instruments at fair value throngh profit or loss
[nterest expense on debt issued and other borrowed funds
Net foreign exchange difference

Changes in operating assets and liabilities:

Balances with the central banks, banks and financial jnstitutions maturing in more than 3 mwonths
Change in derivatives and financial assets held for trading

Change in leans and advances to customers and related parties

Change in other assets

Change in deposits from customers and related parties

Change in other liabilities

Cash from operations

Provisions for risks and charges paid
Taxation paid

Net cash from operating activities

INVESTING ACTIVITIES

Change in financial assets — other than trading

Purchase of property and equipment and intangibles

Proceeds from sale of property and equipment and intangibies
Net proceeds from disposal of a subsidiary

INet cash from (used in) investing activities
FINANCING ACTIVITIES

Debt issued and other borrowed funds

Lease liability payments

Net cash used in financing activities

CHANGE IN CASH AND CASH EQUIVALENTS

Foreipgn exchange differences
Cash and cash equivalents at 1 January

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

Operational cash flows from interest and dividends
Interest paid

Interest received

Dividends received

Notes

45

26 & 27
10
12
25

37
37

35

37
15

26 & 27

335

47

The attached notes 1 to 60 form part of these consolidated financial statements.

2025 2024

LBP Million LBP Million
8,335,641 2,731,057
202,603 (4,014,104)
1,092,979 2,062,629
{17,098,650) (201,481)
138,695 (2,767,322)
(202,603) (507,343}
(62,936) 05
16,087,630 24,339,220
- {18,860
(5,261,740) -
521,733 996,445
12,646,979 (6,660,523)
16,408,331 15,960,323
18,009,815 65,134,873
(12,965,192} 13,322,389
{6,672,995) 5,062,565
(813,431) (1,774,878)
20,595,614 (19,473,452)
(158,336) 8,711,844
34,395,806 36,044,164
(960,446) (1,144,205)
(557,412) (1,291,995}
32,877,048 84,507,964
(4,478,297) (28,711,112)
(779,140) (296,729)
48,742 (313,380
11,290,549 -
6,081,854 (29,321,221)
(6,337,784) (525,053)
(72,507) (132,104}
(6,410,291) (657,157
32,549,511 54,529,585
10,839,933 422,063,084
564,537,623 87,044,953
607,927,067 564,537,623
(1,631,069) (2,602,337
20,928,901 18,973 972
5,494 4,841
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Bank Audi sal

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2025

Attributable to equity holders of the Group

Share Share Issue Issue Retained Reserves
Capital - Capital - Premium - Premitim ~ Cuash Non- Earnings Cther Reined (¢ Non- Totai
Comman FPreferred Common Preferred  Contribution distributable  Dismibuiable Treasury (Accumuiared  Components Assets Held Result conirofling Sharehoiders”
Shares Shares Shares Shares o Capital Reserves Reserves Shares Losses) of Equity Jfor Sale af the Year Total Incerests Equity
LBP Milllor LBP Milfion LBF  LBP Miilion LBP Miition LBP Miftion LBP Milfion  LBP Miliion LBP Milkon  LBP Million  LBP Milliarn  LBF Million LBP Miition LBP Miltion LBP Miltion
Million
Balance at 1 Janvary 2025 932,859 10,020 902,290 894,480 712,586 2,588,378 35,995 (8.392) (4,965,120) 79,836,611 2,013,806 212471 89,625,881 3,342,730 92,968,111
Net incorne for the year . - . . - - - - - . - 7430,212 7430212 {25,479) 7,404,733
Qther comprehensive incoms - - - - - - - v - 6,351,343 250,683 - 6.602,026 {67,509) 6,524,517
Total comprehensive income . - . - . . - - - 6,351,343 250,583 7,430,212 14,012,238 (92,988) 13,679,250
Appropriation of 2024 losses - - - - 140,786 - - 71,685 - . (212471) - - -
Estitics deconsolidated - - . - - (52,340) 7,458 . 9,309,371 . (9,264,480} 8 - (3,243,184 (3,243,184)
Treasury share transactions - - - - - 33,079 - 1,146 - - - - 342325 - 34,225
Other movements - - - - - - - - 2,032 - - - 2,032 - 2,032
Balance at 31 December 2025 952,859 10,020 90229 894,480 72,586 2,708,900 43455 (7,246) 4,417 568 86,237,054 - 7,430,212 103,694,376 6,058 103,700,434
Attributable to equity holders of the Group
Share Share Isswee Lssue Relained Resgrves
Capltal — Capiral - Premium — Premivm ~ Cash Non- Earnings Cther Relaied to Mor- Total
Centmon Preferred Commen Preferred  Contribudon distribuiable  Distributable Treasury fdccumulated  Comporents Assets Held Result . controfing Sheareholders
Shares Shares Shares Shares 1o Capital Reserver Reserves Shares Lasses) of Equity Jor Safe of the Year Total Inrerests Egquity
LB Miltion LBFP Milfion LBP Million LBP Milfior LBP Million LBP Milfion LBP Mitlion Lep LBP Million LBP LBP Lap LBP Million LBF Million LBP Million
Miffion Million Miflion Miilion
Balance at | Janoary 2024 982,359 10,020 902,200 894,450 72,586 2,525,354 35995 (2,392) {4,896,300) 25,149,133 (105,217} (233,195) 25,339,613 736,965 26,076,578
Adjustment related to prior years - - - - - - - - - 277,750 - - 277,730 - 277.7%0
Restaied balance at | January 2024 082,859 10,020 902,290 294,480 72,586 2,535,354 35,995 8,292) {4,896,300) 25,426,923 (105217) (233,195) 25,617,403 736,965 26,354,268
Net income for Lhe year - - - - - - - - - - - 212471 21247 {210,758) 1,713
Other comprehensive income - - - - - - - - - 54,723,489 9,115,023 - 63,842,512 2,816,023 66,638,525
Total comprehensivs income - - - - - - - - - 54,723,489 9,119,023 212471 64,054,983 2,605,263 66,660,298
Appropriation of 2023 losses - - - - - 53,021 - - (286,218) - - 233,195 - - -
Sale of FVTOC - - - - - - - - 263,801 (262.801) - - - - -
Other movements - - - - - - - - (46,505) - - - (46,505} - 146,505)
Balance at 21 December 2024 982,859 10,020 902,290 $94,430 72,586 2,588,375 35,985 (8,392) 4,965,220) 79,886,611 0,013,806 212,471 £9,625,831 3,342,230 92,968,111

e

The attached notes 1 to 60 form part of these consolidated financial statements.
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

1. CORPORATE INFORMATION

Bank Audi sal (the “Bank”) is a Lebanese joint stock company registered since 1962 in Lebanon under No. 11347 at
the Register of Commerce and under No. 56 on the banks’ list at the Central Bank of Lebanon. The Bank’s head
office is located in Bank Audi Plaza, Omar Daouk Street, Beirut, Lebanon. The Bank’s shares are listed on the Beirut
Stock Exchange. Effective 6 November 2020, the global depository receipts were delisted from the London SEAQ.

The Bank, together with its subsidiaries (collectively “the Group™), provides a full range of Retail, Commercial,
Investment and Private Banking activities through its headquarters as well as its branches in Lebanon, and its
presence in Europe and the Middle East.

The consolidated financial statements were authorised for issue in accordance with the Board of Directors’ resolution
on 3 June 2026.

1.1. Macroeconomic Environment

The Group’s operations are mostly in Lebanon that has been witnessing, since 17 Qctober 2019, severe events that
have set off an interconnected fiscal, monetary and economic crisis, as well as deep recession that have reached
unprecedented levels. Sovereign credit ratings have witnessed a series of downgrades by all major rating agencies
and reached the level of default when, on 7 March 2020, the Lebanese Republic announced that it will withhold
paymeit on the bonds due on 9 March 2020, which was followed by another announcement on 23 March 2020 for
the discontinuation of payments on all of its US Dollar-denominated Eurobonds.

Throughout this sequence of events, the ability of the Lebanese government and the banking sector in Lebanon to
borrow funds from international markets was significantly affected. Banks have imposed de-facto capital controls,
restricted transfers of foreign currencies ocutside Lebanon, significantly reduced credit lines to companies and
withdrawals of cash to private depositors, all of which added to the disruption of the country’s economic activity, as
the economic model of Lebanon relies mainly on imports and consumption. Businesses downsized, closed or
bankrupted, and unemployment and poverty rose fast and have reached unprecedented levels.

The difficulty in accessing foreign currencies led to the emergence of a parallel market to the peg whereby the price
to access foreign currencies increased constantly, deviating significantly from the peg of LBP 1,507.5 to the US
Dollar. This has resulted in an uncontrolled rise in prices and the incessant de facto depreciation of the Lebanese
Pound, impacting intensely the purchasing power of Lebanese citizens, driving a currency crisis, high inflation and
rise in the consumer price index. In February 2023, the Central Bank of Lebanon changed the official published
exchange rate from LBP 1,507.5 to LBP 15,000 to the US Dollar. In January 2024, the Central Bank of Lebanon
changed the official published exchange rate from LBP 15,000 to LBP 89,500 to the US Dollar.

As a result of the de-facto capital controls, the multitude of exchange rates, the hyperinflation, and the potential
repercussions of government reform measures on (i) the banks operating in Lebanon, and (ii) the Lebanese people’s
net worth, their local businesses and their local bank accounts, the Lebanese market saw the need to differentiate
between onshore assets and offshore assets, foreign currency bank accounts that are subject to de-facto capital
controls and those that are not subject to capital controls, onshore liabilities and offshore liabilities. Hence the new
terms in the Lebanese market, such as “local Dollars” to designate local US Dollars bank accounts that are subject
to de-facto capital controls, and “fresh funds/accounts™ to designate foreign currency cash and foreign currency bank
accounts which are free from capital controls (as they are sourced from foreign currency cash and/or from incoming
transfers from abroad).

International Monetary Fund

The Lebanese authorities and the IMF team have reached a staff-level agreement (SLA) on comprehensive economic
policies that could be supported by a 46-month Extended Fund Arrangement (EFF) with requested access of SDR
2,173.9 million (equivalent to about USD 3 billion). This agreement is subject to approval by IMF Management and
the Executive Board, after the timely implementation of all prior actions and confirmation of international partners’
financial support. The Lebanese Government has renewed negotiations with the IMF post Cabinet formation this
year to reach a new SLA with prior actions to be undertaken by Lebanon before a Board agreement could be reached.
In a staternent in September, the IMF said that the authorities have made progress in developing a strategy to address
the severe banking sector challenges. The recent approval of the Bank Resolution Law reflects the dedicated efforts
of all stakeholders, though the legislation needs forther refinement. The IMF team has suggested amendments to
fully align it with international standards and ensure the effectiveness of bank restructuring processes. The IMF
believes the authorities should continue working to develop the strategy to recognize and allocate losses and restore
the viability of the banking sector consistent with international standards, protection of small depositors, and
sustainability of public debt.
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

1. CORPORATE INFORMATION (continued)
1.1. Macroeconomic Environment (continued)
Banking Secrecy Bill

Lebanese MPs approved on 24 April 2025 a long-awaited bill lifting banking secrecy, a key reform on which financial
assistance from the International Monetary Fund (IMF) is dependent. Parliament specified that the new banking
secrecy law applies retroactively for 10 years, covering the start of the economic crisis. Lebanon has long-standing
and strict rules on the confidentiality of bank accounts, which critics say leaves the country vulnerable to money
laundering. The amendments authorize “banking supervisory and regulatory bodies to request access to all
information” without providing any details and. These bodies will be able to access information such as customer
names and deposit details, and investigate any suspicious activities.

Amendments to the Code of Money and Credit;

The Lebanese Parliament has recently passed amendments to Decree No.13513 named The Code of Money and
Credit. The amendments targeted Section 2-7 of the law, which tackles money creation and the values of issued
currency. Within the amendment, the Lebanese Parliament has afforded Banque du Liban (BDL) the right to issue
two new banknotes with a value of LBP 500,000 and LBP 1,000,000 while also aiming to preserve the current value
of currency in circulation. This move comes amid the devaluation of the Lebanese currency by more than 98% since
the onset of the crisis in 2019.

Banking Restructuring

On 12 April 2025, the Cabinet approved the draft banking reform law which is yet to be approved by the Parliament.
Its implementation is contingent on the passage of the financial gap law, highlighting the interdependence of the
three core reforms: lifting banking secrecy, restructuring banks, and closing the financial gap. It was ratified by
Parliament on 31 July 2025.

The law introduces a full legal framework for intervening in the operations of failing banks, with the aim of protecting
depositors, safeguarding financial stability, and ensuring the continuity of essential banking services. As a starting
point, banks are required to meet minimum capital and liquidity requirements that will be specified in the financial
gap law. The law clearly outlines the conditions under which a bank is deemed to be failing or likely to fail, and
introduces several restructuring tools such as recapitalization, forced mergers, and asset separation.

At the heart of the draft law is the creation of a Bank Restructuring Authority, a specialized independent body tasked
with overseeing the resolution process of distressed financial ipstitutions. This authority would have sweeping
powers, including the ability to initiate bank restructuring, appoint independent valuers, enforce asset transfers, and
if necessary, trigger liquidation procedures.

On 22 April 2026, the Ministry of Finance submitted to the Council of Ministers a proposal to withdraw the draft
law previously referred to Parliament under Decree No. 1992 dated 4 December 2025, Said draft law aimed at
introducing amendments to selected provisions of Law No. 23 of 14 August 2025 concerning the reform and
restructuring of banks in Lebanon. The proposal came in response to the Constitutional Courncil’s decision tssued on
3 October 20235, as well as to observations and recommendations communicated by the International Monetary Fund
{(IMF). Concurrently, the Ministry requested the approval of a newly revised draft law amending Law No. 23/2025.
Consequently, on 30 April 2026, the Council of Ministers endorsed a decree formally withdrawing the earlier draft
law submiited to Parliament pursuant to Decree No. 1992. 1t also approved a revised amendment bill reflecting
several remarks raised by both the Constitutional Council and the IMF, together with a draft decree providing for the
transmission of the updated text to Parliament.

The Ministry of Finance further stated that on 5 September 2025, a group of Members of Parliament filed an appeal
before the Constitational Council challenging a number of provisions contained in the law. Following its review of
the appeal, the Constitutional Council rendered its decision in October 2025. The Ministry also noted that the IMF
viewed Law No. 23, enacted by the Lebanese Parliament on 31 July 2025, as falling short of alignment with
internationally recognized standards and practices. In the IMF’s assessment, the law contains several structural
weaknesses, notably with respect to the independence of the Resolution Authority, the autonomy and reliability of
valuation mechanisms, the enforceability of resolution measures, and the legal protections afforded to entities
responsible for implementing such measures. Additional technical shortcomings were also identified, which,
according to the IMF, collectively undermine the legal robustness and operational efficiency of the framework. Law
No. 23, promulgated on 31 July 2025, establishes the legal framework governing the restructuring and resolution of
the Lebanese banking sector and comprises 37 articles addressing the mechanisms for restructuring and/or liquidating
banks.
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

1. CORPORATE INFORMATION (continued)
1.1. Macroeconomic Environment (continued)

Financial Gap Law in preparation

The banking restructuring challenge revolves around whether the State would be able to implement a gap law within
the upcoming months, prior to the parliamentary elections in May 2026, after which the Cabinet will turn into
Caretaker Cabinet until the formation of a new Cabinet. The Gap Law will overview the treatment of Lollar and
Dollar deposits in the banking sector. Such a gap law is the most important one to normalize banking activity and
move out of troubled waters.

It focuses on:
- Defining the financial gap,
- Identifying irregular transactions/assets,
- Determining how losses are absorbed,
- Setting rules for deposit settlement,
«  And creating a Deposit Recovery Fund backed by Asset Backed Securities (ABS)

On 27 December 2025, the Cabinet approved the draft Financial Regularisation and Deposit-Recovery law and
transmitted it to Parliament.

It remains unclear how the events mentioned above will evolve, and the Group continues to monitor the situation
closely, Any and all such events mentioned above will add up to the already material adverse prospects on the
Group’s business, financial condition, results of operations, prospects, liquidity and capital position.

1.2 Regulatory Environment
During 2020 and up to the date of authorisation of issue of these consolidated financial statements, the Central Bank
of Lebanon has issued several circulars to address the situations, mainky:

»  Basic Circular 150 issued on 9 April 2020 and exempting banks from placing mandatory reserves with the
Central Bank of Lebanon in relation to funds transferred from abroad or cash deposits in foreign currency
received after 9 April 2020, subject to preserving and gnaranteeing the liberty of the depositors in determining
the use of these funds and benefiting from all kinds of banking services (transfers abroad, international credit
card limits, foreign currency cash withdrawals...). Banks are requested to maintain at all times an amount
equivalent to those funds in the form of (i) cash held in vaults at the Bank’s premises, (ii) offshore accounts
held with correspondents and (iii) “cash money” accounts held with BDL as per Basic Circular 165 definition.
Intermediate Circular 715 issued on 21 November 2024 expanded the scope to include sovereign debts
instruments issued by G10 countries and debt instruments rated “BBB” and above on the condition they are
held at fair value.

e Imermediate Circular 567 issued on 26 August 2020 (amending Basic Circular 23, 44 and 78), which partly
altered the directives for the determination of expected credit losses and regulatory capital calculation and
ratios, previously set in its Intermediate Circular 543 issued on 3 February 2020. Loss rate applied for the
calculation of regulatory expected credit losses on exposures to Lebanese sovereign bonds in foreign currencies
was increased from 9.45% to 45%, (later on increased again to 75% by Intermediate Circular 649), while loss
rates applied for the calculation of regulatory expected credit losges on exposures to Lebanese sovereign bonds
in local currency, exposures to the Central Bank of Lebanon in foreign currencies and exposures to the Central
Bank of Lebanon in local currency remained the same (0%, 1.89% and 0% respectively).
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

1.

1.2

CORFPORATE INFORMATION (continued)

Regulatory Environment (continued)

Allowing banks to constitute the expected credit losses on exposures to Lebanese sovereign and the Central
Bank of Lebanon, progressively over a period of five years, noting that the Central Bank of Lebanon’s
Central Council may accept to extend the term to 10 years for banks that manage to complete the 20% cash
comtribution to capital requirement. [ntermediate circular 649 issued on 24 November 2022 replaced the
aforementioned five years and ten years deadline by the fixed dates of 31 December 2026 and 31 December
2029 respectively.

Allowing banks not to automatically downgrade loan classification or staging for borrowers that were
negatively affected by the COVID-19 pandemic, showing past due and unpaid for the period from 1
February 2020 to 31 December 2020. These borrowers must be identified as either still operating on a
going concern basis or not, In case the borrower is still operating as a going concern, the Bank may
reschedule the loan, In exceptional cases when the borrower ceases to operate as a going concem following
the impact of the COVID-19 pandemic, the Bank must immediately downgrade the loan classification and
staging to Stage 3 (default).

Requesting from banks to finalise the assessment of the future financial position of their customers by 31
December 2020, and to estimate expected credit losses based on this assessment and recognise the financial
impact in the statement of income for the year ended 31 December 2020.

Prohibiting banks from distributing dividends on common shares for the years 2019 and 2020 (Years 2021,
2022, 2023, 2024 and 2025 were subsequently added by way of Intermediate Circulars 616, 639, 676, 726
and 741 respectively).

Requesting fromn banks to increase their own funds (equity) by an amount equal to 20% of their common
equity Tier 1 capital as of 31 December 2018, through issuing new foreign currency capital instruments
that meet the criteria for inclusion as regulatory capital, except retained eamnings and gain from revaluation
of fixed assets. The Central Bank of Lebanon’s Central Council may exceptionally approve for a bank to
complete 50% of the 20% required capital increase through the transfer of real estate properties from the
shareholders to the concerned bank. However, these real estate properties must be liquidated in a period of
5 years following the operation.

Changing the treatment of revaluation of fixed assets reserve for regulatory capital calculation, to become
allowed for inclusion as Comumon Equity Tier I (previously 50% of this reserve was allowed for inclusion
as Tier 2}, subject to approval of the Central Bank of Lebanon on the revaluation gain, On 20 January 2023,
Intermediate Circular 659 capped the inclusion of revaluation of fixed assets at 50% under certain
conditions while allowing the use of the prevailing Sayrafa rate at the end of each reporting period over 5
years. Besides, it widened the scope of revaluation to include participations and long-term loans to
affiliated banks and financial institutions. Intermediate Circular 685 issued on 28 December 2023 increased
the contribution of this revaluation to Common Equity Tier ! from 50% to 75%. [ntermediate Circular 741
issued on 10 September allows banks to annually revalue real estate assets owned directly or through real
estate companies until 31 December 2026 under Article 153 of the Code of Money and Credit and allows
inclusion of 75% of revaluation gains in Tier 1 capital subject to Central Bank verification and completion
by 31 December 2026. Revaluation must be in fresh USD and recorded in LBP at specified rates (LBP
1,507.5 to the US Dollar until 31 January 2023; LBP 15,000 to the USD Dollar until 31 January 2024; LBP
89,500 to the US Dollar until 31 May 2025; and at the official platform rate from 1 June 2025 onward).
Similar provisions apply to fixed assets acquired through debt settlement under Articie 154 with the same
conditions and deadlines.

Banks must comply with the minimum capital adequacy ratios and are forbidden from distributing profits
if these ratios drop below 7% for commeon equity Tier 1, 10% for Tier 1 and 12% for total capital. Banks
must maintain a capital conservation buffer of 2.5%, comprised of Common Equity Tier 1. After allowing
banks to draw down the buffer fully during 2020 and 2021, a partial drawn up to 1.75% in 2022, latest
regulatory changes allowed a full draw down of the 2.5% buffer during years 2023, 2024, 2025, and 2026.
Central Bank of Lebanon will issue future instructions for reconstitution of capital.

Intermediate Circular 740 issued on 29 August 2025 temporarily allows banks to reduce the “Capital
Conservation Buffer” below the required 2.5% for the years 2023-2025, with gradual restoration per future
BDL instructions extended for year 2026 by Intermediate Circular 760 issued on 4 May 2026.
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

1.

1.2,

CORPORATE INFORMATION (continued)

Regulatory Environment (continued)

- Preparing and presenting to the Central Bank of Lebanon a comprehensive plan for rectifying non-

compliances with regulatory capital requirements and other regulations imposed by the Central Bank of
Lebanon, taking into consideration all required provisions by the Banking Control Commission of Lebanon
(BCCL), as well as other losses or provisions that the Bank expects to incur from all kinds of exposures to
risks, and specifying the period of time needed to address the non-compliances.
Exceptionally for the years 2020 and 2021, Allowances for Expected Credit Losses on Stage 1 and 2
exposures, excluding those relating to Lebanese sovereign and the Central Bank of Lebanon, may be
included under regulatory Common Equity Tier 1. This treatment will be amortised over a period of 3 years
(2022-2024 by 25% yearly).

Basic Circular 154 issued on 27 August 2020 and aiming mainly at restoring the operations of banks in Lebanon
to their normal levels as at before October 2019, and rectifying any non-compliance with regulatory ratios and
banking regulations. The circular mainly introduced the following measures:

- Requesting banks to present a fair assessment of the value of their assets and liabilities for the purpose of
putting in place the comprehensive plan referred to in Intermediate Circular 567 {refer to above), in order
to be able, within a period limited in time, to comply with the regulatory and banking requirements, mainly
those related to liguidity and solvency, and in order to restore the operations of the Bank to their normal
levels as at before October 2019.

- Requesting banks to incite each customer who has transferred abroad, between 1 July 2017 and the date of
the circular, more than USD 500,000 or their equivalent in other foreign currencies, to deposit in a 5-year
term (extended to 8-year term following Intermediate Circular 707 date 20 September 2024) “special
account” an amount equal to 15% to 30% (depending on the type of customer) of the transferred amount.
Banks shall use this type of deposits to facilitate foreign operations that stimulate the national economy.
This is also applicable for the banks’ importing customers, based on opened letters of credits during any
of the years 2017, 2018 and 2019, and without a minimum threshold.

- Requesting from hanks to maintain a current account with a foreign correspondent bank offshore, free of
any obligations (cash on premises and liquidity abroad). Such accounts shall be at no time less than 3% of
the Bank’s total foreign currency deposits as at 31 July 2020, by 28 February 2021. This requirement was
subject to several amendments; the latest (Intermediate Circular 707) considered foreign currency deposits
as at 31 July 2024 as the basis for the computation instead of 31 July 2020, thus lowering liquidity required
levels as customers’ deposits decreased over the period. Besides, it extended the date to comply to be 31
December 2025 instead of 28 February 2021. Also it added to the numerator Lebanese sovereign
Eurcbonds as well as US Treasury and Investment grade foreign debt instruments on the condition they
are held at fair value. Intermediate Circular 716 issued on 21 November 2024 expanded again the scope to
include sovereign debts instruments issued by G10 countries and debt instruments rated “BBB” and above
held at fair value.

- Requesting from banks, after taking consideration of their fair assessment of their financial position, to
present a plan during the first quarter of 2021, to address recapitalisation needs, if any, to the Central Bank
of Lebanon’s Central Council, for its approval. Banks shall take the necessary legal and regulatory
measures in order to facilitate the consensual possibility for their depositors to transfer their deposits to
shares or bonds. Bank shares will be exclusively listed in Beirut. Banks can pay interest on the bonds that
exceed current levels.

Basic Circular 157 issued on 10 May 2021 and setting the framework of exceptional measures for foreign-
currency operations. Hence, banks operating in Lebanon must process customers’ FX operations (buy and self)
related to their personal or commercial needs on the electronic platform “Sayrafa”. Transactions with customers
encompass purchase and sale of foreign currencies banknotes against LBP, as well as operations from/to foreign
currencies external accounts against LBP. Banks are required to property document each transaction and should
not collect commission margins between buy and sell operations exceeding 1%.

Basic Circular 158 issued on 8 June 2021 and defining the mechanism for the gradual settlement of foreign
currency deposits up to an amount equivalent to USD 50,000. To benefit from the provisions of the said circular,
certain eligibility criteria must be met.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

1.

1.2.

CORPORATE INFORMATION (continued)

Regulatory Environment (continued)

Eligible funds will be transferred to a subaccount over which banking secrecy will be lifted vis-&-vis BdL and
BCC before being gradually withdrawn and remitted to the customer on a monthly basis. Customers’ monthly
entitlements are (i) an amount of USD 400 in cash or equivalent (transfer abroad, credited to a payment card
with intermational usage, etc.) (amended later on to USD 300 for all BDL 158-based contracts signed with the
customers after 1 July 2023 following the issuance of BDL intermediate circular 674 on 5 July 2023) and (ii)
an amount in LBP equivalent to USD 400 and converted at a rate USD/LBP 12,000 (before amendment
USD/LBP at 15,000 on 20 January 2023), noting that 50% of the amount will be paid in cash and 50% will be
credited to a payment card. The portion in LBP was later on removed with the issuance of BDL Intermediate
Circular 674. On 17 Noverber 2023, BdL issued Intermediate Circular 682 adding an eligibility criteria to
benefit from Basic Circular 138,

On § June 2024, Intermediate Circular 697 expanded the scope of beneficiaries to include minors. Besides,
beneficiaries of BDL Basic Circular 158 can now benefit frorn BDL Basic Circular 166 as long they don’t
benefit from both circulars concurrently in the same “yearly cycle” (1st of July in any given year -30th of June
in the following year). The yearly cycle requirement was later on removed by Intermediate Circular 717 issued
on 26 November 2024.

During 2024 several intermediary circulars were issued granting additional payments to beneficiaries of Basic
Circular 158 (2 in October 2024, 1 for each month from November 2024 to January 2025) All additional
payments were financed from the Bank’s compulsory reserves with BDL in foreign currency.

Intermediate circular 729 issued on 20 February 2025 increased the monthly payment to be $500 for all
beneficiaries of Basic Circular 158. The monthly payment was further increased to $800 (Intermediate circular
736 issued on 18 June 2025). Intermediate Circular 746 issued on 28 November 2025 increased the monthly
payment by $200 to be $1,000 that can only be used through POS. These additional amounts were financed
from the Bank’s compulsory reserves with BDL In foreign currency.

Customers who have transferred their funds after the crisis to another local Bank can benefit from the provisions
of said cireular if (i) transferred funds are retumed to the originating bank, and if (ii) the customer hadn’t
benefited from the circular neither from the originating Bank, nor the destination Bank. The financing of the
aforementioned process will be secured equally through (i) BAL reduction of compulsory reserves requirements
from [5% to 14% as per BAL Intermediate Circular 586 and then from 14% to 11% as per BdL Intermediate
Circular 731 issued on 27 March 2025 and (ii) the Bank’s offshore liquidity. To that end, the Bank can use its
foreign liquidity subject computed as per BAL Basic Circular 154 requirements on the condition that it
reconstitutes it by 31 December 2022, extended to 31 December 2023 by Intermediate Circular 626 issued on
21 June 2022,

Basic Circular 159 issued on 17 August 2021 preventing banks from processing foreign currency funds received
from customers whether in the form of cash or through offshore transfers at a value other than its face value,
with the exception of transactions pertaining to the settlement of loans (which was subsequently removed by
Intermediate Circular 671 issued on 20 June 2023). It also prevented banks from purchasing foreign currencies
at parallel rate with the exception of the purchase foreign currencies duly recorded on the electronic platform
and resulting from offshore incoming transfers with the purpose of (i) enhancing liquidity, (ii} engaging in
medium or long term investments, (iii) setiling international commitments. Finally, the circular prevented banks
from purchasing bankers’ checks and other bank accounts in foreign currencies, whether directly or indirectly.

Intermediate Cirenlar 600 (amending Basic Circular 73) issued on 3 November 2021 requires banks to record
existing and future provisions for expected credit losses in the same currency as the related assets and off-
balance sheet exposures. Banks are also required to set in place necessary measures to manage their FX position
resulting from provisions recorded in foreign currencies.

Intermediate Circular 616 issued on 3 March 2022 prohibiting banks from distributing dividends to ordinary
shareholders from results of financial years 2019, 2020 and 2021 (years 2022, 2023, 2024 and 2025 were added
through Intenmediate Circular 659, 676, 726 and 741 respectively).
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1.

1.2

CORPORATE INFORMATION (continued)

Regulatory Environment (continued)
Basic Circular 162 issued on 28 March 2022 requesting from banks to secure a level of liquidity sufficient to allow
public sector employees to withdraw their monthly salaries and other compensations without setting any type of
limits.

Basic Circular 163 issued on 27 May 2022 defining the framework for the monitoring of the accounts of public
officials, the performance of due diligence on their operations and the reporting to the Special Investigation
Committee on the basis of founded suspicion.

Intermediate Circular 637 issued on 27 July 2022 (amending Basic Circulars 65 and 78) requires banks selling
real estate properties or participations acquired in accordance with the provisions of Article 153 or 154 of the
CMC, only against fresh USD or its equivalent in LBP based on Sayrafa rate.

Basic Circular 164 issued on 12 October 2022 and requesting banks to report to the Banking Control Commission
on the cost of their monthly operating expenses that should be paid with fresh money, the resources for seftling
these expenses and how to ensure those resources.

Intermediate Circular 648 issued on 1 November 2022 (amending Basic Circulars 14 and 67) reduced by 50% the
interest rates served on foreign currencies placements with BdL and on Certificates of Deposits issued by BdL
while continuing paying 53% of coupon payment in the instrument’s currency and 50% in LBP at official rate
(LBP 1,507.5 to the US Dollar until 31 Jatuary 2023 and LBP 15,000 to the US Dollar afterwards). This circular
was later amended on 2 February 2024 by Intermediate Circular 686 increasing the interest rate reduction on
foreign currencies placements with BdL and on Certificates of Deposits issued by BdL from 50% to 75% while
limiting the coupon payment to be in FCY only. The [ntermediate Circular 701 issued on 27 June 2024 specified
that interests paid in USD by BDL on the banks’ term deposits in US dollars and on Certificates of deposits in US
Dollars owned by banks will be placed in the non- “cash money” current account opened at BDL for the concemed
bank. Those provisions are applicable until 31 December 2024. Intermediate Circular 738 issued on 18 June 2025
extended the deadline to 31 December 2025. Intermediate Circular 749 issued on 30 December 2025 amended the
interest reduction from 75% to 90%.

Intermediate Circular 656 issued on 20 January 2023 stating that Banks and financial institutions operating in
Lebanon must not accept the repayment of loans granted in foreign currencies to non-residents, of which off-
shore companies, except through incoming cross-border transfers of fresh funds.

Basic Circular 165 issued on 19 April 2023 and requesting banks to open new accounts at BDL in LBP and in
USS specifically and exclusively for the “Cash Money” (i.e. money transferred from abroad and/or received as
banknotes in foreign currencies after 17 October 2019 in addition to the money deposited or which will be
deposited as banknotes in new accournts in LBP and which respect the conditions set in BDL. basic circular 150
for “fresh money™). These new accounts will be used for the settlement, compensation & transfer operations
through BDL National Payment System (BDL~NPS).

Intermediate Circular 683 issued on 17 November 2023 amending the provisions BDL Basic Cicular 32 which
defines the framework of Foreign Exchange (“FX”) operations in Banks operating in Lebanon and various X
positions computation, This circular came on the wake of several amendments applied in 2023 (Intermediate
Circular 659, Intermediate Circular 675 and Intermediate Circular 677) aiming at converging to the IAS 21: The
Effects of Changes in Foreign Exchange Rates differentiating monetary from non-monetary items and the
corresponding impact on the Bank’s FX position. Based on the new definition, the Bank is authorized to hold a
Special Long FX position to hedge its core equity against FX risk. This special long FX position is to be deducted
from the FX open position to reach the FX Trading Position. Besides, the circular reintroduced the 1% maximum
limit {if the Bank holds concurrently a long open position and a net long trading position) on net trading position
and 40% limit on Global position, while cancelling all previously authorized structural/fixed positions and any
forbearance limit. The Intermediate Circular 730 issued on 20 February 2025 circular stated that excesses over set
limits whether long or short should be liguidated by 31 December 2025. Intermediate Circular 755 issued on 9
January 2026 extended the deadline for short FX open position to 31 December 2026 and Intermediate Circular
762 issued on & May 2026 extended the deadline for long FX open position to 31 December 2026
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1.

1.2,

CORPORATE INFORMATION (continued}

Regulatory Environment (continued)
Intermediate Circular 689 issued on 2 February 2024 permitting the full inclusion in Commeon Equity Tier 1 of
balance of Foreign Currency Translation Adjustments as well as 75% of net changes from FVTQCT instruments.
Besides, it allowed a full draw down of the 2.5% capital conservation buffer during years 2023 and 2024). This
circular was later amended on 29 August 2023 by Intermediate Circular 740 including year 2025.

Intermediate Circular 690 issued on 2 February 2024 permitting the full inclusion in the regulatory equily of
positive balance (gains) of Foreign Currency Translation Reserve noting that this equity is used for the
computation of various regulatory ratios other than capital adequacy ratios (FX position, limit of placement with
FI, Code of money credit (“CMC’) 153 limit,

Basic Circular 166 issued on 2 February 2024 defining a new mechanmism for the repayroent of restricted funds
in FCY and de-facto replacing Basic Circular 151, which authorized limited withdrawals in LBP from foreign
currencies accounts at pre-defined exchange rates and has not been renewed. Beneficiaries from said circular —
who cannot be old or current beneficiaries from Basic Circular 158 - would be able 1o withdraw on a monthly
basis USD150 in cash up to a cumulative amount of USD 4,350 until June 2026. 50% of said amount will be
financed from the Bank’s own liquidity and 50% from the Bank’s restricted funds with BDL. Certain exclusions
parameters apply to potential customers wishing to benefit from the circular (Customers who did not retum
offshore transfers as per basic circular 154, traders of checks, customers who converted LBP deposits into
foreign curencies for at least USD 300,000 post-crisis with the exception of those who converted their end of
service indemnity, customers who settled their FCY loans for an amount equivalent to USD 300,000 from LBP
proceeds, beneficiaries of sayrafa transactions above or equal to USD 75,000, corporate clients, etc.). On 27
June 2024, Intermediate Circular 698 expanded the scope of beneficiaries to include minors. Besides,
beneficiaries of BDL Basic Circular 166 can now benefit from BDL Basic Circular 158 as long they don’t
benefit from both circulars concurrently in the same “yearly cycle” (Ist of July in any given year -30th of June
in the following year). The yearly cycle requirement was later on removed by Intermediate Circular 718 issued
on 26 November 2024,

During 2024 several intermediary circulars were issued granting additional payments to beneficiaries of Basic
Circular 166 (2 in October 2024, 1 for each month from November 2024 to January 2025) All additional
payments were financed from the Bank’s compulsory reserves with BDL in foreign currency. Intermediate
circular 728 issued on 20 February 2025 increased the monthly payment to be $250 for all beneficiaries of
Basic Circular 166; curnulative amount was increased accordingly from USD 4,350 to USD 6,700. The monthly
payment was further increased to $400 (Intermediate circular 737 issued on 18 June 2025) and the cumulative
amount was increased accordingly from USD 6,700 to USD 8,500. Intermediate Circular 747 issued on 28
November 2025 increased the monthly payment by $100 that can only be used through POS and the cumulative
amount was increased to USD 9,200. These additional amounts were financed from the Bank’s compulsory
reserves with BDL in foreign currency.

Basic Circular 167 issued on 2 February 2024 defining the published rate on BDI.’s electronic platform as the
FX translation rate for the Bank’s FCY monetary items as well for the non-monetary assets measured at fair
value and assets measured as per equity method in line with LAS 21. This measure applies starting January 2024
reported financials.

Intermediate Circular 708 issued on 20 September 2024 (amending Basic Circulars 43 and 44) changing the
treatment of revaluation of foreclosed assets for regulatory capital caleulation, to become allowed for inclusion
as Common Equity Tier 1 for 75% of its value (previously 33% of this reserve was allowed for inclusion as
Tier 2), subject to approval of the Central Bank of Lebanon on the revaluation gain and on the completion of
the revaluation before 31 December 2025 extended to 31 December 2026 by Intermediate Circular 741 issued
on 10 September 2025.

Intermediate Circular 712 issued on 10 October 2024 (amending Basic Circular 147) requesting from Banks to
refund customers’ accounts with the proceeds of a Banker’s check issued by the Bank from the concerned
customer’s account on the condition it has not been endorsed and there are no related litigations. Besides, if the
customer is eligible, he can benefit from provisions of Basic Circulars 158 and 166,
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1. CORPORATE INFORMATION (continued)

1.2, Regulatory Environment (continued}
¢ Intermediate Circular 723 issued on 13 January 2025 (amending Basic Circular 81) restricting the granting of
loans in US Dollars to “cash money” only as per Basic Circubar 165 definition.

* Intermediate Circular 733 issued on 27 March 2025 (amending Basic Circular 159) permitting banks to purchase
foreign currencies provided that the margins and commissions do not exceed 1% of the purchase price to only sell
local foreign currency only to Central Bank of Lebanon. Banks are also restricted to sell or purchase financial
instrument in Local foreign currencies without prior approval from Central Bank of Lebanon (amended with
Intermediate Circular 734 issued on 14 April 2025).

s Intermediate Circular 742 issued on 10 Septernber 2025 requires banks, when issuing banker’s checks or certified
checks in Lebanese pounds, to ensure the purpose is legitimate (personal or commercial uses, tax payments,
Jjudicial deposits...} and does not lead to currency speculation. These checks must include the phrase “Payable only
to the first beneficiary (non-endorsable).”

» Intermediate Circular 744 issued on 27 Qctober 2025 exciudes Lebanese Treasury Bonds in foreign currencies
(Eurobonds) from the specified ratio and prohibits non-compliant banks from selling these bonds. Compliant
banks may sell Eurobonds provided proceeds are used primarily to: (1) secure liquidity for one year, and {2)
finance commercial and investment operations, without covering operating expenses.

s  Basic Circular 169 issued on 1 July 2025 subjecting any offshore transfer of FCY restricted deposits to BDL
approval in the name of equal treatment of depositors.

s  Basic Circular 171 issued on 14 November 2025 requires all banks and institutions under the supervision of the
Central Bank to comply with requests for lifting banking secrecy from the Central Bank and/or the Banking
Control Commission without any excuse. Requests may include any records or information related to individuals
or entities, retroactively up to ten years from the law’s issuance date. Requests must be sent securely (encrypted
electronically or confidentially in writing) and signed by authorized officials. Banks must establish internal
procedures to handle requests, ensure secure transmission, and maintain confidentiality. Documents must be
marked “Confidential,” and receipt must be confirmed. Records of transmission and receipt must be kept for at
least ten years. Banks must respond within 15 working days. Non-compliance subjects institutions to legal
penalties, The Banking Control Commission monitors implementation and may update procedures.

» Basic Circular 172 issued on 21 January 2026 requires all banks to ensure that customers complete the Cash
Transaction Slip (CTS) as per attached Form (RF2), whenever they carry out at a specific bank, on a daily basis,
one or more cash deposits equal to, or above USD 10,000 or its equivalent in any other currency. The information
provided in the CT'S Form is cross-checked against the information in the K'YC Form to verify its consistency.

1.3, Particular Situation of the Group

Exchange Rates

Several exchange rates had emerged since the last quarter of 2019 that varied significantly ameng each other and
from the official published exchange rate. The official exchange rate was changed from LBP 1,507.5 to LBP 15,000
to the US Dollar in February 2023 and from LBP 15,000 to LBP 89,500 to the US Dollar in January 2024. Sayrafa
Rates (refer to below) and parallel market rates remained highly volatile and divergent from the official published
exchange rates since the last quarter of 2019 up to the last change in the official published exchange rate in January
2024, as a result of which they became convergent. The Group recorded the effect of that change in the consclidated
income statement for the year ended 31 December 2024 under “Net trading (loss) gain” and in the consolidated
statement of comprehensive income under “Exchange differences on translation of foreign operations. The
corresponding figures for the year ended 31 December 2024 have not been restated to reflect the effect of using
exchange rates compliant with IAS 21 — The Effects of Changes in Foreign Exchange Rates.

Assets and liabilities in foreign currency, transactions in foreign currency and foreign currency translation reserves,
regardless of whether they are onshore or offshore, were reflected in these consolidated financial statements at the
official published exchange rates as follows:
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1. CORPORATE INFORMATION (continued)
1.3. Particular Situation of the Group (continued)

Exchange Rates (continued)

2025 2024
Year-end Rate  Average Rate Year-end Rate Average Rate
LBP LBP LBP LBP
US Dollar 89,500.00 89,500.00 89,500.00 89,500.00
Euro 105,386.25 101,250.67 93,465.00 96,752.54
Swiss Franc 113,535.46 108,217.03 99,224.00 101,528.59
Turkish Lira 2,085.02 2,251.39 2,534.10 2,709.75
Saudi Riyal 23,864.76 23,860.88 23,835.00 23,852.32
Qatari Riyal 24,552.84 24,554.69 24,551.00 24,548.04

The exchange rates above consist of the official exchange rates published by the Central Bank of Lebanon on a
monthly basis.

Sayrafa Platform

On 10 May 2021, the Central Bank of Lebanon issued Basic Circular [57 seiting the framework of exceptional
measures for foreign-currency operations. Hence, banks operating in Lebanon must process customers’ FX
operations (buy and sell} related to their personal or commercial needs on the electronic platform “Sayrafa”.
Transactions with custorners encompass purchase and sale of foreign currencies banknotes against LBP, as well as
operations from/to foreign currencies external accounts against LBP. Sayrafa corresponds to a floating system and
the Sayrafa average rate and volume of foreign currency operations are published on the website of the Central Bank
of Lebanon.

Foreign currency operations were executed on the Sayrafa platform at the following exchange rates:

Average Rate for

Rate as ar 31 the year ended 31
December 2024 December 2024
LBP LBP

US Dollar 89,500 89,500

The platform rate is not available for the purchase and sale of and “local” foreign currency bank accounts which are
subject to de-facto capital controls.

The Group uses the official published exchange rate to translate all balances and transactions in foreign currencies,
regardless of their source or nature. With respect to onshore monetary assets and liabilities, subject to de-facto capital
controls, this does not always represent a reasonable estimate of expected cash flows in Lebanese Pounds that would
have to be generated/used from the realisation of such assets or the payment of such liabilities at the date of the
consolidated financial statements.

Excepted Credit Losses

As at 31 December 2025, loss allowances on assets held at the Central Bank of Lebanon are recorded in these
consolidated financial statements at the loss rates mentioned in the Central Bank of Lebanon’s Basic Circular 44 in
addition to an amount of LBP 1,138,206 million. Due to the high levels of uncertainty and to the lack of observable
indicators and of visibility on the government’s plans with respect to banks’ exposure to the Central Bank of Lebanon
and Lebanese sovereign, we are unable to estimate in a reasonable manner expected credit losses on these exposures.
Accordingly, these consolidated financial statements do not include adjustments of the camrying amount of these
assets to their recoverable amounts based on IFRS Accounting Standards as issued by the Intemational Accounting
Standards Board (IASB) and an expected credit loss model,
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1. CORPORATE INFORMATION (continued)
13. Particular Situation of the Group (continued)

Excepted Credit Losses (continued)

The impact is expected to be pervasive and will be reflected in the consolidated financial staternents once the debt
restructuring has been defined conclusively by the government and all uncertainties and constraints are resolved, and
once the mechanism for allocating losses by asset class and currency is clear and conclusive. Maximum exposures
to the credit risk of the Central Bank of Lebanon and the Lebanese government and the recognised loss allowances,
as well as their staging, are detailed in Note 53 to these consolidated financial statements.

As a result of the negative economic conditions and the deepening of the recession, the credit quality of the private
loans portfolio concentrated in Lebanon has significantly deteriorated since the last quarter of 2019. The deterioration
was further aggravated by the effects of the significant high inflation in Lebanon. Since the start of the Lebanese
crisis, the Bank has been implementing a de-risking strategy by considerably reducing its assets size, specifically its
portfolio of private loans concentrated in Lebanon. It has also set up a centralised and specialised remedial fanction
to proactively review and manage the quality of its various portfolios. The private loans portfolio of Lebanese entities
has significantly contracted since the onset of the Lebanese crisis. With all other variables held constant, Management
believes that the significant devaluation of the Lebanese Pound {and de-facto local US Dollar) and the triple digit
inflation, reduced the risks of default compared to 31 December 2019.

However, given the high level of uncertainties facing the Lebanese economy and the expected type of instruments
underlying future cash flows on settlement of these private loans, loss allowances have been estimated based on the
best available information at the reporting date about past events, current conditions and forecasts of economic
conditions combined with expert judgment. Maximum exposures to the credit risk of the Group’s portfolio of private
loans and the recognised loss allowances, as well ag their staging, are detaifed in Note 53 to these consclidated
financial statements.

The consolidated financial position of the Group, as reported in these consclidated financial staterments, does not
reflect the adjustments that would be required by IFRS Accounting Standards as a result of the future government
reform program, the deep recession, the currency crisis and the hyperinflation. Due to the high levels of uncertainties,
the lack of observable indicators, the uncertainty on the exchange rate, and the lack of visibility on the government’s
plans with respect to: (a) the high exposures of banks with the Central Bank of Lebanon, (b) the Lebanese sovereign
securities, and (c) the currency exchange mechanisms and currency exchange rates that will be applied on foreign
currencies subject to de-facto capital controls, Management is unable to estimate in a reasonable manner the impact
of these matters on its consolidated financial position. Management anticipates that the above matters will have a
materially adverse impact on the Group’s consolidated financial position and its consolidated equity.

Litigations and Claims

Until the above uncertainties are resolved, the Group is continuing its operations as performed since 17 October 2019
and in accordance with the laws and regulations. De-facto capital controls and inability to transfer foreign currencies
to correspondent banks outside Lebanon are exposing the Group to litigations that are dealt with on a case by case
basis when they occur. The Group has been subject to increased litigations as a result of these restrictive measures
adopted by Lebanese banks in relation to withdrawal of funds and transfers abroad, as well as in relation to the
repayment by customers of local foreign currency loans in Lebanese Pounds. Management is carefully considering
the impact of these litigations and claims. There are still uncertainties related to the consequences of these restrictive
measures based on the current available information and the prevailing laws and local bauking practices.
Management believes that a legislative solution is urgently needed, through the enactment of laws that are appropriate
for the adjudication of the unconventional legal disputes arising under the current exceptional circumstances.
Management considers that they may affect negatively the position of the, The amount cannot be determined
presently.
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1. CORPORATE INFORMATION (continued)
1.3. Particular Situation of the Group (continued)

Law 330 dated 4 December 2024

Law 330 enacted on 4 December 2024 (amending Article 45 of Income Tax Law 144 and its amendments), authorized
taxpayers to conduct a non-taxable exceptional revaluation of fixed assets and inventory, and an exceptional
adjustment on the negative or positive foreign exchange differences resulting from receivable and payable balances
and from financial accounts in foreign currency. On 12 March 2025, the Ministry of Finance issued the decisions
338, 339 and 340 related to the application of Law 330. On 1 August 2025, the Ministry of Finance issued decision
715/1 related to the application of law 330 by banks. The Bank applied the requirements of Law 330 and the
application decisions and restated previously submitted financial statements as disclosed in Note 3. The application
of Law 330 did not have an impact on tax liability at 31 Deceruber 2025 or previous years.

Measures by the Bank

Meanwhile, the Bank is exerting extended efforts to (a) strengthen its capitalisation, {(b) enhance the quality of its
private loans portfolio, deleveraging it as appropriate and downsizing its balance sheet, (c) build up its offshore
liquidity and reduce its commitments and contingencies to correspondent banks and financial institutions outside
Lebanon, and (d) manage operating profitability.

On 1 October 2020, the Bank received a letter from the Central Bank of Lebanon, referring to Basic Circular 154 and
Intermediate Circular 567, and requesting the Bank to submit a roadmap that sets out the following:
s The Bank’s overall strategy for the years 2020-2024.
+ The Bank’s assessment of its portfolio of private loans and expected credit losses as at 31 December 2020,
as well as total realised and expected losses for the year 2020.
e The amount of expected credit losses that have not been translated yet to foreign currencies.
s The capital needs to comply with the minimum required capital and the measures and sources that will be
relied upon to cover the shortfall, when existing,
*  The Bank’s strategy with respect to its investments in foreign banks and branches.
*  The mechanism to rectify any non-compliance with regulatory requirements.
» The measures that will be taken to rectify non-compliances with articles 154 and 153 of the Code of Money
and Credit, if any.
The measures that will be taken to attract foreign liquidity or “fresh funds” and to cover liquidity onshore
and offshore commitments.

The roadmap was submitted to the Central Bank of Lebanon on 18 February 2021, including a number of assumptions
that remain highly susceptible to material change depending on the evolution of the financial, monetary and operating
conditions in Lebanon. Hence, a definitive reasonable and credible roadmap can only be achieved once the many
material uncertainties still governing the outlook in Lebanon are resolved and the amount of recapitalisation needs is
accurately determinable.

Once the above uncertainties are resolved, a pro-forma balance sheet of the Bank will be prepared which will include
the effects of the hyperinflation, the effects of the restructuring of the government debt securities, the effects of the
restructuring of the Central Bank of Lebanon balance-sheet and the effects on its private loan portfolio.

The Bank’s key strategic objectives during this challenging period focused on the consolidation and de-risking of the
domestic franchise and operations, and the ring-fencing of foreign entities and branches from Lebanon’s spill-over
effects.
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1. CORPORATE INFORMATION (continued)
1.3. Particular Situation of the Group (continued)

Measures by the Bank (continued)

In practice, Management has adopted a new strategic direction focusing on six main pillars to face the current

financial and economic environment. These pillars are:

1. A4sset quality: reduce the risk profile of the Group through the management of the Group’s portfolio of assets by
(1) sustaining the loan deleveraging policy, (2) maintaining higher loss allowances coverage, (3) closely
monitoring the lending portfolios while taking early remedial actions on problematic files, and (4) smoothly
reducing sovereign debt exposure, especially in foreign currency.

2. Quality of earnings: efforts to attract low cost and stable funding while maintaining relationships with good
profile obligors with consistent and recurring returns and ancillary revenues. End result is for foreign entities to
continue to provide the Group with diversified income generation capacity. Continuous rationalisation of
operating expenses targeting a lean organisational structure, improving operational efficiency and reducing cost
structure to adapt to the changing operating environment and the level of revenue streams of the Group.

3. Ligquidity and ALM: create a liquidity buffer in anticipation of turbulences.

4. Solvency: maintain sufficient capital buffers over the minimum regulatory capital adequacy levels (calculated in
accordance with the rules established by the Central Bank of Lebanon).

5. Operational and other non-financial risks: management of operational, compliance, legal, conduct, cyber,
strategic and third-party risks while constantly updating business continuity plans to adapt to disruptions in
business activities due to new occurring risks and changes.

6. Governance: strict adherence to the internal and regnlatory Governance principles, with a particular focus on the
control and risk-based oversight role of the Board of Directors to adapt to the particnlar requirements of the
current challenging environment while mobilising the Bank’s executive, control, and oversight committees for
the continued effectiveness of the control framework. Maintaining abidance by CSR principles to ensure
sustainability of the Group, faking into account the economic, social and environmental parameters of our
operations in Lebanon and abroad.

The Group is taking measures to help strengthen its financiaf position, including international liquidity and solvency
metrics. However, as at 31 December 2025, consclidated capital adequacy ratios stood at 7.72%, 7.81% and 8.96%
for CETI, Tier 1 and Total CAR respectively (minimum regulatory levels of 4.5%, 6.0% and 8.0%, since banks are
allowed to draw down on the 2.5% capital conservation buffer during 2024 and 2025).

In the continued absence of the long awaited banking restructuring plar, the Bank is unable to predict the impact of
the crisis and the then adopted restructuring plan on the financial statements of the Bank in Lebanon, nor it is able to
predict the measures that might be taken by the regulator in that regard. The Bank is also uncertain whether the
measures implemented since the outset of the crisis and mentioned above would be sufficient to cover all its
commitments as they become due and restore the activities of the Bank to normal pre-crisis levels. Such sufficiency
and a reasonable and credible plan can only be achieved once the uncertainties from the prevailing crisis, and, as well
as the implementation of a clear national fiscal and economic recovery plan are resolved. It is only at that particular
point in time that a pro-forma balance sheet of the Bank will be prepared and will include the effects of the
hyperinflation, the effects of the restructuring of the government debt securities, the effects of the restructuring of
the Central Bank of Lebanon balance-sheet and to a lesser extent the effects on its private foan portfolic.

The Lebanese crisis which was set off during the last quarter of 2019 has imposed severe limitations on the ability
to conduct Commercial Banking activities or transactions under the normal course of business in Lebanon. Market
embedded factors, such as de-facto capital controls, inability to secure foreign liquidity and the existence of several
values for the US Dollar, resulted into several practices and transactions that would not qualify as normal course of
business in a non-crisis environment, and for which there are no directly observable prices or a governing
legal/regulatory framework. Such practices and transactions expose the Bank to increased litigation and regulatory
risks, and negatively impact the financial position of the Bank, its regulatory ratios and covenants due the adverse
effects of the uncertainties. There is a significant uncertainty in relation to the extent and period over which this
situation will continue and the impact that conducting operations under a crisis environment in the foreseeable future
will further have on the Group’s financial position, future cash flows, results of operations, regulatory ratios and
covenants. The Group’s realisation value of assets and sufficiency and settlement value of liabilities are premised on
future events, the outcome of which are inherently uncertain.

24



Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

2. MATERIAL ACCOUNTING POLICIES

2.1. Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis except for: a) the revaluation of
land and buildings pursuant to the adoption of the revaluation model of TAS 16 for this asset class, and b) the
measurement at fair value of derivative financial instrurnents, financial assets at fair value through profit or loss, and
financial assets at fair value through other comprehensive income.

The consolidated financial statements are presented in Lebanese Pounds (LBP) which is the Bank’s functional
currency, and all values are rounded to the nearest million, except when otherwise indicated.

As of 31 December 2025 and 2024, all conditions have been met for the Group’s financial statements to incorporate
the inflation adjustment provided under IAS 29 “Financial Reporting in Hyperinflationary Economies”. IFRS
requires that financial statements of any entity whose functional currency is the currency of a hyperinflationary
economy be restated into the current purchasing power at the end of the reporting period. Paragraph 4 of IAS 29
states that it is preferable for all entities that report in the currency of a hyperinflationary economy to apply the
standard at the same date. In order to achieve uniformity as to the identification of an economic environment of this
kind, IAS 29 provides certain guidelines: a cumulative three-year inflation rate exceeding 100% is a strong indicator
of hyperinflation, but also qualitative factors, such as analysing the behaviour of population, prices, interest rates and
wages should also be considered.

The Lebanese Central Administration of Statistics reported 3-year and 12-month cunmulative rates of inflation of
287% and 12%, respectively, as of December 2025 (2024: 666% and 18%). Qualitative indicators, following the
deteriorating economic condition and currency controls, alsc support the conclusion that Lebanon is a
hyperinflationary economy for accounting purposes for periods ending on or after 31 December 2020. As of
December 2025 and based on the inflation data published by Turkey Statistical Institute on 4 August 2025, the 3-
year and 12-month cumulative increase in Consumer Price Index has been 220.39% and 35.05% (2024: 290.79%
and 44.38%). Accordingly, the Turkish economy was defined as hyperinflationary economy and consequently IAS
29 should be implemented on the financial statements of the Group’s subsidiary in Turkey starting for periods ending
on or after 30 June 2022.

Therefore, entities whose functional currency is the Lebanese Pound or Turkish Lira should restate their financial
statements to reflect the effects of inflation in conformity with LAS 29. Such restatements shali be made as if the
Lebanese economy has always been hyperinflationary, using a general price index that reflects the changes in the
currency’s purchasing power.

The effects of the application of IAS 29 are summarised below:

{a) Financial statements must be adjusted to consider the changes in the currency’s general purchasing power, so
that they are expressed in the current unit of measure at the end of the reporting period.

(b) In summary, the restatement method under LAS 29 is as follows:

i. Monetary items are not restated in as much as they are already expressed in terms of the measuring umnit
current at the closing date of the reporting period. In an inflationary period, keeping monetary assets
generates loss of purchasing power and keeping monetary liabilities generates an increase in purchasing
power. The net monetary gain or loss shall be included as income for the period for which it is reported.

ti. Non-monetary items carried at the current value of the end date of the reporting period shall not be restated
to be presented in the balance sheet, but the restatement process must be completed in order to determine
into the current purchasing power at the end of the reporting period the income derived from such non-
monetary items.

iti. Non-monetary items carried at historical cost ot at the current value of a date prior to the end of the reporting
period are restated using coefficients that reflect the variation recorded in the general level of prices from
the date of acquisition or revaluation to the closing date of the reporting period, then comparing the restated
amounts of such assets with the relevant recoverable values. Depreciation charges of property, plant and
equipment and amortisation charges of intangible assets recognised in profit or loss for the period, as well
as any other consurnption of non-monetary assets will be determined based on the new restated amounts,
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2. MATERIAL ACCOUNTING POLICIES (continned)

2.1. Basis of Preparation (continued)

iv. Income and expenses are restated from the date when they were recorded, except for those profit or loss
items that reflect or include in their determination the consumption of assets carried at the purchasing
power of the currency as of a date prior to the recording of the consumption, which are restated based
on the date when the asset to which the item is related originated; and except those profit or loss items
originated from comparing two measurements expressed in the purchasing power of currency as of
different dates, for which it is necessary to identify the compared amounts, restate them separately and
compare them again, but with the restated amounts.

V. At the beginning of the first year of application of the restatement methed of financial statements in
termns of the current measuring unit, the prior year comparatives are restated in terms of the measuring
unit current at the end of the current reporting period. The equity compoenents, except for reserved
earnings and undistributed retained earnings, shall also be restated, and the amount of undistributed
retained earnings shall be determined by the difference between net assets restated at the date of
transition and the other components of opening equity expressed ag indicated above, once all remaining
equity components are restated.

As of the date of the accompanying consolidated financial statements, Management is did not to apply the above-
mentioned standard, nor is it able to quantify the effect that the application of TAS 29 would have on the presented
consolidated financial statements. However, management estimates such effects to be significant. This situation
must be taken into account when interpreting the information reported by the Group in the accompanying
consolidated financial statements including its consolidated statement of financial position, consolidated income
statement, consolidated statement of comprehensive income and consolidated cash flow statement.

The Group is currently assessing the date at which it will apply IAS 29. The application of IAS 29 is very complex
and requires the Group to develop new accounting software and processes, intemal controls and govemnance
framework. Accordingly, the Group has postponed the application of [AS 29 and incurring costs for developing
accounting processes and a governance framework until the Group is comfortable that such application would
provide the users with more relevant information.

Statement of Compliance

The consolidated financial statements have been prepared in accordance with IFRS Accounting Standards as issued
by the International Accounting Standards Board (IASB), and the regulations of the Central Bank of Lebanon and
the Banking Control Commission (“BCC”).

Presentation of Financial Statements

The Group presents its statement of consolidated financial position broadly in order of liquidity. An analysis
regarding recovery or settlement within one year after the statement of consolidated financial position date (current)
and more than one year after the statement of consolidated financial position date (non-current) is presented in these
Notes.

Financial assets and financial liabilities are generally reported gross in the consolidated statement of financial
position. They are offset and the net amount is reported only when there is a legally enforceable right to offset the
recognised amounts and there is an intention to seitle on a net basis — or to realise the assets and settle the Lability
simultanecusly — in all of the following circurmstances: a) the normal course of business, b) the event of default, and
c) the event of insolvency or bankrupicy of the Group and/or its counterparties. Only gross settlement mechanisms
with features that eliminate or result in insignificant credit and liquidity risk and that process receivables and payables
in a single settlement process or cycle would be, in effect, equivalent to net settlement. This is not generally the case
with master netting agreements; therefore the related assets and liabilities are presented gross in the consolidated
statement of financial position. Income and expense will not be offset in the consolidated income statement unless
required or permaitted by any accounting standard or interpretation, as specifically disclosed in the accounting policies
of the Group. The effect of netting arrangements is disclosed in Note 31.
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2. MATERIAL ACCOUNTING POLICIES (continued)

2.2, Basis of Consolidation
The consolidated financial statements comprise the financial statements of Bank Audi sal and its subsidiaries as at
31 December 2025. Details of the principal subsidiaries are given in Note 46.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee, Specifically, the Group controls
an investee if and only if the Group has:

» Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee).

» Exposure, or rights, to variable retums from its involvement with the investee.

> The ability to use its power over the investee to affect its returns,

Generally, there is a presumption that a majority of voting rights results in control. However, under individual
circumstances, the Group may still exercise control with less than 50% shareholding or may not be able to exercise
control even with ownership over 50% of an entity’s shares. When assessing whether it has power over an investee
and therefore controls the variability of its returns, the Group considers all relevant facts and circumstances,
including:

» The purpose and design of the investee.

» Therelevant activities and how decisions about those activities are made, and whether the Group can direct those
activities,

» Contractual arrangements such as call rights, put rights and liquidation rights.

»  Whether the Group is exposed, or has rights, to variable returns from its involvement with the investee, and has

the power to affect the variability of such returns,

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated statement of comprehensive
income from the date the Group gains control unti] the date the Group ceases to control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions belween members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-
controlling interests and other components of equity, while any resultant gain or loss is recognised in profit or loss.
Any investment retained is recognised at fair value at the date of loss of control.

Where the Group loses control of a subsidiary but retains an interest in it, then such interest is measured at fair value
at the date that control is lost with the change in carrying amount recognised in profit or loss. Subsequently, it is
accounted for as an equity-accounted investee or in accordance with the Group’s accounting pelicy for financial
instruments depending on the level of influence retained. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the related
assets or liabilities. As such, amounts previously recognised in other comprehensive income are transferred to
consolidated income statement.

Non-controlling Interests

Non-controlling interests represent the portion of profit or loss and net assets of subsidiaries not owned by the Group.
The Group has elected to measure the non-controlling interests in acquirees at the proportionate share of each
acquiree's identifiable net assets. Interests in the equity of subsidiaries not attributable to the Group are reported in
consolidated equity as non-controlling interests.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
Parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.2. Basis of Consolidation (continued)

Non-controlling Interests (contimuzed})

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

2.3. New Standards, Interpretations and Amendments Adopted by the Group
The Group applied for the first time, certain amendments to the standards which are effective for annual periods
beginning on or after 1 January 2025. The nature and impact of each amendment is described below:

Lack of exchangeability — Amendments to IAS 21

For annual reporting periods beginning on or after 1 January 2025, Lack of Exchangeability — Amendments to JAS
21 The Effects of Changes in Foreign Exchange Rates specifies how an entity should assess whether a currency is
exchangeable and how it should determine a spot exchange rate when exchangeability is lacking. The amendments
also require disclosure of information that enables users of an entity’s financial statements to understand how the
cwrrency not being exchangeable into the other currency affects, or is expected to affect, the entity’s financial
performance, financial position and cash flows. This amendment did not have a material impact on the Group’s
consolidated financial statements.

2.4, Standards issued but not yet effective

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

IFRS 18 Presentation and Disclosure in Financial Statements

In April 2024, the IASB issued IFRS 18, which replaces IAS | Presentation of Financial Statements. IFRS 18
introduces new requirements for presentation within the statement of profit or loss, including specified totals and
subtotals. Furthermere, entities are required to classify all incorme and expenses within the statement of profit or loss
into one of five categories: operating, investing, financing, income taxes and discontinued operations, whereof the
first three are new.

The standard requires disclosure of newly defined management-defined performance measures, subtotals of income
and expenses, and it also includes new requirements for aggregation and disaggregation of financial information
based on the identified ‘roles’ of the primary financial statements (PFS) and the notes.In addition, narrow-scope
amendments have been made to IAS 7 Statement of Cash Flows, which include changing the starting point for
determining cash flows from operations under the indirect method, from “profit or loss’ to “operating profit or loss’
and removing the optionality around classification of cash flows from dividends and interest. In addition, there are
consequential anendments to several other standards.

IFRS 18, and the amendments to the other standards, are effective for reporting periods beginning on or after 1
Japuary 2027, but earlier application is permitted and must be disclosed. IFRS 18 will apply retrospectively. The
Group is currently working to identify all impacts the amendments will have on the primary financial statements and
notes to the financial statements.

IFRS 19 Subsidiaries without Public Accountability: Disclosures

In May 2024, the IASB issued IFRS 19, which allows eligible entities to elect to apply its reduced disclosure
requirements while still applying the recognition, measurement and presentation requirements in other IFRS
accounting standards. To be eligible, at the end of the reporting period, an entity must be a subsidiary as defined in
IFRS 10, cannot have public accountability and must have a parent (ultimate or intermediate) that prepares
consolidated financial statements, available for public use, which comply with IFRS accounting standards. [FRS 19
will become effective for reporting periods beginning on or after 1 January 2027, with early application permitted.
As the Bank’s equity instruments are publicly traded, it is not eligible to elect to apply IFRS 19.
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2. MATERIAL ACCOUNTING POLICIES (continued)
24. Standards issued but not yet effective (continued)

Amendments to the Classification and Measurement of Financial Instruments—Amendments to IFRS 9 and
IFRS 7

In May 2024, the IASB issued Amendments to IFRS 9 and IFRS 7, Amendments to the Classification and
Measurement of Financial Instruments (the Amendments). The Amendments include:

e A clarification that a financial liability is derecognised on the ‘settlement date’ and the introduction of an
accounting policy choice (if specific conditions are met) to derecognise financial liabilities settbed using an
electronic payment system before the settlement date.

*  Additional guidance on how the contractual cash flows for financial assets with environmental, social and
corporate governance (ESG) and similar features should be assessed.

¢ Clarifications on what constitute ‘non-recourse features” and what are the characteristics of contractually
linked instruments.

e The introduction of disclosures for financial instruments with contingent features and additional disclosure
requirements for equity instruments classified at fair value through other comprehensive income (OCI).

The Amendments are effective for annual periods starting on or after 1 January 2026 with early adoption permitted
for classification of financial assets and related disclosures only. The Group does not anticipate that the amendments
will have a material effect on the Group’s consolidated financial statements.

Annual Improvements to IFRS Accounting Standards - Volume 11

In July 2024, the IASB issued nine narrow scope amendments as part of its periodic maintenance of TFRS accounting
standards. The amendments include clarifications, simplifications, comrections or changes to improve consistency in
IFRS 1 First-time Adoption of International Financial Reporting Standards, IFRS 7 Financial instruments: Disclosure
and its accompanying Guidance on implementing TFRS 7, IFRS 9 Financial Instruments, IFRS 10 Consolidated
Financial Staternents and [AS 7 Statements of Cash Flows. The amendments will be effective for reporting periods
beginning on or after 1 January 2026. Earlier application is permitted and must be disclosed. The amendments are
ntot expected to have a material impact on the Group’s consolidated financial statements.

Contracts Referencing Nature-dependent Electricity — Amendments to IFRS 9 and IFRS 7
In December 2024, the IASB issued Amendments to [FRS 9 and IFRS 7 - Contracts Referencing Nature-dependent
Electricity. The amendments apply only to contracts that reference nature-dependent electricity; the amendments:
s  Clanify the application of the ‘own-use’ requirements for in-scope contracts
+ Amend the designation requirements for a hedged item in a cash flow hedging relationship for in-scope
contracts
¢ Add new disclosure requirements to enable investors to understand the effect of these contracts on a
company’s financial performance and cash flows

The amendments will take effect for annual reporting periods starting on or after 1 January 2026. Early adoption is
allowed, but it must be disclosed. The amendments concerning the own-use exception are to be applied
retrospectively, while the hedge accounting amendments should be applied prospectively to new hedging
relationships designated from the initial application date. Additionally, the IFRS 7 disclosure amendments must be
implemented alongside the IFRS 9 amendments. If an entity does not restate comparative information, it cannot
present comparative disclosures. The Group does not expect that the amendments will have a material impact on its
consolidated financial statements.
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2. MATERIAL ACCOUNTING POLICIES (continued)

2.5. Summary of Material Accounting Policies

Business Combinations and Goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, which is measured at acquisition date fair value and the amount of any
non-controlling interest in the acquiree. For each business combination, the Group measures the non-controlling
interest in the acquiree at the proportionate share of the acquiree’s identifiable net assets. Acquisition related costs
are expensed as incurred and included in administrative expenses.

The Group determines that it has acquired a business when the acquired set of activities and assets include an input
and a substantive process that together significantly contribuie to the ability to create outputs. The acquired process
is considered substantive if it is critical to the ability to continue producing outputs, and the inputs acquired include
an organised workforce with the necessary skills, knowledge, or experience to perform that process or it significantly
contributes to the ability to continue producing outputs and is considered unique or scarce or cannot be replaced
without significant cost, effort, or delay in the ability to coatinue producing outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date through the consolidated income
statement. It is then considered in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within
equity. Contingent consideration classified as an asset or liability that is a financial instrament and within the scope
of IFRS 9 Financial Instruments, is measured at fair value with the changes in fair value recognised in the statement
of profit or loss in accordance with IFRS 9.

Other contingent consideration that is not within the scope of IFRS 9 is measured at fair value at each reporting date
with changes in fair value recognised in profit or loss,

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for nop-contrelling interests, and any previous interest held, over the net identifiable assets
acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Group re-assesses whether it has correctly identified 2l of the assets acquired and all of the liabilities
assumed and reviews the procedures used to measure the amounts to be recognised at the acquisition date. If the re-
assessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognised in profit or loss.

Afier initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed
for impairment annually, or more frequently, if events or changes in circumstances indicate that the carrying value
may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units that are expected to benefit from the combination, irrespective
of whether other assets or liabilities of the acquiree are assigned to those units. Each unit to which the goodwill is
allocated represents the lowest level within the Group at which the goodwill is monitored for internal management
purposes, and is not larger than an operating segment in accordance with IFRS 8 “Operating Segments”.

Where goodwill has been allocated to a cash-generating unit {CGU) and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the operation
when determining the gain or 1oss on disposal. Goedwill disposed in these circumstances is measured based on the
relative values of the disposed operation and the portion of the cash-generating unit retained,
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.5. Summary of Material Accounting Policies (continued)

Investments in Associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, buf is not control or joint control over those
policies,

The considerations made in determining significant influence are similar to those necessary to determine control over
subsidiaries.

The Group’s investments in its associates are accounted for using the equity method. Under the equity method, the
investment in an associate is initially recognised at cost. The carrying amount of the investment is adjusted to
recognise changes in the Group’s share of net assets of the associate since the acquisition date. Goodwil] relating to
the associate is included in the carrying amount of the investment and is not tested for impairment separately. Thus,
reversals of impairments may effectively include reversal of goodwill impairments.

The income statement reflects the Group’s share of the results of operations of the associates. Any change in other
comprehensive income of those investees is presented as part of the Group’s other comprehensive income. In
addition, when there has been a change recognised directly in the equity of the associate, the Group recognises its
share of any changes, when applicable, in the statement of changes in equity. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate. Gains
and losses resulting from transactions between the Group and the associate are eliminated to the extent of the interest
in the associate.

The financial statements of associates are prepared for the same reporting period as the Group. When necessary,
adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment loss
on its investment in its associate. At each reporting date, the Group determines whether there is objective evidence
that the investment in the associate is impaired. If there is such evidence, the Group calculates the amount of
impairment as the difference between the recoverable amount of the associate and its carrying value, then recognises
the loss in the consolidated income statement.

Upon loss of significant influence over the associate, the Group measures and recognises any retained investment at
its fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the
fair value of the retained investment and proceeds from disposal is recognised in profit or loss.

Foreign Currencies

The consolidated financial statements are presented in Lebanese Pound (LBP) which is also the Bank’s functional
currency. For each entity in the Group, the Bank determines the functional currency and items included in the
financial statements of each entity are measured using that functional currency. The Bank uses the step-by-step
method of consolidation.

(i) Transactions and Balances
Transactions in foreign currencies are initially recorded at the functional currency rate of exchange ruling at the date
of the transaction {as disclosed in Note 1).

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional cwrrency rate of
exchange (as disclosed in Note 1) at the date of the statement of financial position. All differences are taken to “net
trading (loss) gain” in the consolidated income statement, except for monetary items that are designated as part of
the hedge of the Group’s net investment in a foreign operation. These are recognised in OCI until the net investment
is disposed of, at which time the cumulative amount is reclassified to the income statement. Tax charges and credits
attributable to exchange differences on those monetary items are also recorded in OCL.
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2.5, Summary of Material Accounting Policies (continued)

Foreign Currencies (continued)

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the spot
exchange rates as at the dates of recognition. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined. The gain or loss arising on
translation of non-monetary items measured at fair value is treated in line with the recognition of gain or loss on
change in fair value of the item (i.e. translation differences on items whose fair value gain or loss is recognised in
other comprehensive income or the income statement are also recognised in other comprehensive income or the
income statement, respectively).

(ii) Group Companies

On consolidation, the assets and liabilities in foreign operations are translated into the Bank’s presentation currency
at the rate of exchange as at the reporting date (as disclosed in Note 1)}, and their income statements are translated at
the monthly average exchange rates for the year (as disclosed in Note 1). The exchange differences arising on
translation are recognised in OCIL. On disposal of a foreign entity, the deferred cumulative amount recognised in OCI
relating to that particular foreign operation is reclassified to the consclidated income statement.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operations and
translated at the exchange rate on the reporting date (as disclosed in Note 1).

Financial Instruments — Initial Recognition

(i) Date of Recognition

All financial assets and liabilities are initially recognised on the setttement date. This includes “regular way trades™:
purchases or sales of financial assets that require delivery of assets within the time frame generally established by
regulation or convention in the market place.

{ii) Initial Measurement of Financial Instruments

Financial instruments are initially measured at their fair value, plus or minus, in the case of a financial instrument not
at fair value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the
financial instrument.

In the case of a financial instrument measured at fair value, with the change in fair value being recognised in the
income statement, the transaction costs are recognhised as revenue or expense when the instrument is initially
recognised. When the fair value of financial instruments at initial recognition differs from the transaction price, the
Group accounts for the Day 1 profit or loss, as described below.

(iii) Day 1 Profit or Loss

When the transaction price differs from the fair value at origination and the fair value is based on a valuation
technique using only observable inputs in market transactions, the Group immediately recognises the difference
between the transaction price and fair value (a “Day 1” profit or [oss) in the consolidated income statement. In cases
where fair value is based on models for which some of the inputs are not observable, the difference between the
transaction price and the fair value is deferred and is only recognised in the consolidated income statement when the
inputs become observable, or when the instrument is derecognised,

On initial recognition, financial assets are classified as measured at: amortised cost, fair value through other

comprehensive income, or fair value through profit or loss on the basis of two criteria:

{0 The business model within which financial assets are measured; and

(if) Their contractual cash flow characteristics (whether the cash flows represent “solely payments of principal
and interest” (SPPI)).
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2.5, Summary of Material Accounting Policies (continued)

Financial Assets — Classification and Measurement
Financial assets are measured at amortised cost if they are held within a busiress model whose objective is to hold
assets {0 collect contractual cash flows, and their contractual cash flows represent SPPL

Financial assets are measured at fair value through other comprehensive income if they are held within a business
model whose objective is achieved by both collecting contractual cash flows and selling financial assets, and their
contractual cash flows represent SPPI.

All other financial assets are classified as measured at fair value through profit or loss.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to present
subsequent changes in fair value in other comprehensive income. This election is made on an investment-by-
investment basis.

On initial recognition, the Group may irrevocably designate a financial asset as measured at fair value through profit
or loss if doing so eliminates or significantly reduces a measurement or recognition inconsistency (sometimes
referred to as an “accounting mismatch™) that would otherwise arise from measuring assets or liabilities or
recognising the gains and losses on them on different bases. The Group is required to disclose such financial assets
separately from those mandatorily measured at fair value.

Business Model

The Group determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective. Generally, a business model is a matter of fact which can be evidenced by the way
business is managed and the information provided to Management. ‘

The Group's business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios and is based on observable factors such as:
- How the performance of the business model and the financial assets held within that business mode! are
evaluated and reported to the entity's Key Management Personnel.
- Therisks that affect the performance of the business model (and the financial assets held within that business
model) and, in particular, the way those risks are managed.
- How Managers of the business are compensated (for example, whether the compensation is based on the
fair value of the assets managed or on the contractual cash flows collected).
- The expected frequency, value and timing of sales are also important aspects of the Group’s assessment,

The business model assessment is based on reasonably expected scenarios without taking “worst case” or “stress
case” scenarios into account.

The Group’s business model can be to hold financial assets to collect contractual cash flows even when sales of
financial assets occur. However, if more than an infrequent number of sales are made out of a portfolio, the Group
needs to assess whether and how such sales are consistent with an objective of collecting contractual cash flows, If
the objective of the Group’s business model for managing those financial assets changes, the Group is required to
reclassify financial assets.

The SPPI Test
As a second step of its classification process, the Group assesses the contractual terms of financial assets to identify
whether they meet the SPPI test.

“Principal” for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may
change over the life of the financial asset (for example, if there are repayments of principal or amortisation of the
premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time
value of money and credit risk. To make the SPPI assessment, the Group applies judgment and considers relevant
factors such as the currency in which the financial asset is denominated, and the period for which the interest rate is
set.
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2. MATERIJIAL ACCOUNTING POLICIES (continued)
2.5, Summary of Material Accounting Policies (continued)

Financial Assets — Classification and Measurement (continued)

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual
cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash flows that are sclely
payments of principal and interest on the amount outstanding. In such cases, the financial asset is required to be
measured at fair value though profit and loss.

Financial Assets at Amortised Cost

Balances with central banks, due from banks and financial institutions, loans and advances to customers and related
parties at amortised cost, and financial assets at amortised cost,

These financial assets are initially recognised at cost, being the fair value of the consideration paid for the acquisition
of the investment. All transaction costs directly attributed to the acquisition are also included in the cost of
investment. After initial measurement, these are subsequently measured at amortised cost using the EIR, less
expected credit losses. Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees and costs that are an integral part of the EIR. The amortisation is included in “interest and similar income”
in the consolidated income statement. Losses arising from impairment are recognised in the consolidated income
statement in “net (impairment loss) recovery on financial assets”. Gains and losses arising from the derecognition of
financial assets measured at amortised cost are reflected under “net gain on derecognition of financial assets and
liabilities at amortised cost” in the consolidated income statement.

Financial Assets at Fair Value through Other Comprehensive Income

Debt Instruments at Fair Value through Other Comprehensive Income

These financial assets are initially recognised at cost, being the fair value of the consideration paid for the acquisition
of the investment. All transaction costs directly atiributed to the acquisition are also included in the cost of
investment. After initial measurement, these are subsequently measured at fair value with gains and losses arising
due to changes in fair value recognised in other comprehensive income. Interest income and foreign exchange gains
and losses are recognised in the income statement in the same manner as for financial assets measured at amortised
cost. The ECL calculation for debt instruments at fair value through other comprehensive income is explained below.
On derecognition, curnulative gains or losses previously recognised in other comprehensive income are reclassified
from other comprehensive income to the income statement.

Equity Instruments at Fair Value through Other Comprehensive Income

Upon initial recognition, the Group can elect to classify irrevocably some of its investments in equity instruments at
fair value through other comprehensive income when they are not held for trading. Such classification is determined
on an instrument-by-instrument basis.

These financial assets are initially measured at fair value plus transaction costs. Subsequently, they are measured at
fair value, with gains and losses arising from changes in fair value recognised in other comprehensive income and
accurnulated under equity. The cumulative gain or loss will not be reclassified to the consolidated income statement
on disposal of the investments.

Dividends on these investments are recognised under “non-interest revenue from financial assets at fair value through
ather comprehensive income” in the consolidated income statement when the Group’s right to receive payment of
dividend is established in accordance with IFRS 15 “Revenue from contracts with customers”, unless the dividends
clearly represent a recovery of part of the cost of the investment. Equity instruments at fair value through other
comprehensive income are not subject to an impairment assessment.

Financial Assets at Fair Value through Profit or Loss

Included in this category are those debt instruments that do not meet the conditions in “financial assets at amortised
cost” and “financial assets at fair value through other comprehensive income” above, debt instruments designated
at fair value through profit or loss upon initial recognition, and equity instruments at fair value through profit or loss.
Management only designates a financial asset at fair value through profit and loss upon initial recognition when the
designation eliminates, significantly reduces, the inconsistent treatment that would otherwise arise from measuring
assets or recognising gains and losses on them on a different basis.
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Financial Assets — Classification and Measurement {continued)
Financial Assets at Fair Value through Profit or Loss (continued)

Debt Instruments at Fair Value through Profit or Loss and Loans and Advances at Fair Value

These financial assets are recorded in the consolidated statement of financial position at fair value. Transaction costs
directly attributable to the acquisition of the instrument are recognised as revenue or expense when the instrument is
inittally recognised. Changes in fair value and interest income are recorded under “net trading (loss) gain” in the
consolidated income statement. Gains and losses arising from the derecognition of debt instruments and other
financial assets at fair value through profit or loss are also reflected under “net trading (loss) gain” in the consolidated
income statement, showing separately those related to financial assets designated at fair value upon initial recognition
from those mandatorily measured at fair value.

Equity Instruments at Fair Value through Profit or Loss

Investments in equity instruments are classified at fair value through profit or loss, unless the Group designates at
injtial recognition an investment that i{s not held for trading as at fair value through other comprehensive income.
These financial assets are recorded in the consolidated statement of financial position at fair value. Changes in fair
value and dividend income are recorded under “net trading {loss) gain” in the consolidated income statement. Gains
and losses arising from the derecognition of equity instruments at fair value through profit or loss are also reflected
under “net trading (loss) gain” in the conselidated income statement.

Financial Liabilities (other than financial guarantees, letters of credit and loan commitments) — Classification
and Measurement

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

The Group classifies all financial liabilities as subsequently measured at amortised cost using the effective interest

rate method, except for:

- Financial liabilities at fair value through profit or loss {including derivatives).

- Financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or when the
continuing involvement approach applies.

- Contingent consideration recognised in a business combination in accordance with IFRS 3.

The Group may, at initial recognition, irrevocably designate a financial liability as measvred at fair value through

profit or loss when:

- Doing so results in more relevant information because it either eliminates or significantly reduces a measurement
or recognition inconsistency (sometimes referred to as “an accounting mismatch™) that would otherwise arise
from measuring assets or liabilities or recognising the gains and losses on them on different bases; or

- A group of financial liabilities or financial assets and financial liabilities is managed and its performance is
evaluated on a fair value basis, in accordance with a documented risk management or investtnent strategy, and
information about the group is provided internally on that basis to the Group's Key Management Personnel; or

- A group of financial liabilities contains one or more embedded derivatives, unless they do not significantly modify
the cash flows that would otherwise be required by contract, or it is clear with little or no analysis when a similar
instrument is first considered that separation of the embedded derivatives is prohibited.

Financial liabilities at fair value through profit and loss are recorded in the consolidated statement of financial position
at fair value. Changes in fair value are recorded in the income statement with the exception of movements in fair
value of liabilities designated at fair value through profit and loss due to changes in the Group’s own credit risk. Such
changes in fair value are recognised in other comprehensive income, unless such recognition would create an
accounting mismatch in the consolidated income statement. Changes in fair value attributable to changes in credit
risk do not get recycled to the consolidated income statement.

Interest incurred on financial liabilities designated at fair value through profit or loss is accrued in interest expense
using the EIR, taking into account any discount/premium and qualifying transaction costs being an integral part of
instrument.
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Financial Liabilities (other than financial guarantees, letters of credit and loan commitments) — Classification
and Measurement {continued)

Debt Issued and Other Borrowed Funds

Financial instruments issued by the Group, which are not designated at fair value through profit or loss, are classified
under “debt issued and other borrowed funds” where the substance of the contractual arrangement results in the Group
having an obligation either to deliver cash or another financial asset to the holder, or to satisfy the obligation other
than by the exchange of a fixed amount of cash or another financial asset for a fixed number of own equity shares.

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

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

Due to Central Banks, Due to Banks and Financial Institutions and Customers’ and Related Parties’ Deposits

After initial measurement, due to central banks, banks and financial institutions, and customers’ and related parties’
deposits are measured at amortised cost less amounts repaid using the effective interest rate method. Amortised cost
is ealculated by taking into account any discount or premium on the issue and costs that are an integral part of the
effective interest rate method. Customers’ deposits which are linked to the performance of indices or commodities
are subsequently measured at fair value through profit or loss.

Derivatives Recorded at Fair Value through Profit or Loss
A derivative is a financial instrument or other contract with all three of the following characteristics:

a) Its value changes in response to the change in a specified interest rate, financial instrument price, commodity
price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided
in the case of a non-financial variable that the variable is not specific to a party to the contract (alse known
as the “underlying™).

b) It requires no initial net investment or an initial net investment that is smaller than would be required for
other types of contracts that would be expected to have a similar response to changes in market factors.

c) Itis settled at a future date.

The Group enters into derivative transactions with various counterparties. These include interest rate swaps, futures,
credit derivatives, cross-currency swaps, forward foreign exchange contracts and options on interest rates, foreign
currencies and equities.

Derivatives are recorded at fair value and carmied as assets when their fair value is positive and as liabilities when
their fair value is negative. The notional amount and fair value of such derivatives are disclosed separately in the
notes. Changes in the fair value of derivatives are recognised in “net trading (loss) gain” in the consolidated income
statement.

Embedded Derivatives

An embedded derivative is a compoenent of a hybrid instrument that also includes a non-derivative host contract with
the effect that some of the cash flows of the combined instrument vary in a way similar to a stand-alone derivative.
An embedded derivative causes some or all of the cash flows that otherwise would be required by the contract to be
modified according to a specified interest rate, financial instrurnent price, commodity price, foreign exchange rate,
index of prices or rates, credit rating or credit index, or other variable, provided that, in the case of a non-financial
variable, it is not specific to a party to the contract. A derivative that is attached to a financial instrument, but is
contractually transferable independently of that instrument, or has a different counterparty from that instrument, is
not an embedded derivative, but a separate financial instrument.
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25. Summary of Material Accounting Policies (continued)

Embedded Derivatives (continuned)
An embedded derivative is separated from the host and accounted for as a derivative if, and only if:
{a) The hybrid contract contains a host that is not an asset within the scope of IFRS 9.
(b} The economic characteristics and risks of the embedded derivative are not closely related to the economic
characteristics and risks of the host.
{¢) A separate instrument with the same terms as the embedded derivative would meet the definition of a
derivative.
{d} The hybrid contract is not measured at fair value with changes in fair value recognised in profit or loss.

Financial Guarantees, Letters of Credit and Undrawn Loan Commitments

Financial guarantees are initially recognised in the consolidated financial statements at fair value, being the premium
received. Subsequent to initial recognition, the Group’s liability under each guarantee is measured at the higher of the
amount initially recognised less cumulative amortisation recognised in the consolidated income statement, and an
ECL provision. The premium received is recognised in the income statement in “net fees and commission income”
on a straight line basis over the life of the guarantee.

Undrawn loan commitments and letters of credits are commitments under which, over the duration of the
commitment, the Group is required to provide a loan with pre-specified terms to the customer. Similar to financial
guarantee contracts, these contracts are in the scope of ECL requirements.

The nominal contractual value of financial gnarantees, letters of credit and undrawn loan commitiments are not
recorded in the statement of financial position. The nominal values of these instruments, together with the
corresponding ECLs, are disclosed in these notes.

Reclassification of Financial Assets

The Group reclassifies financial assets if the objective of the business model for managing those financial assets
changes. Such changes are expected to be very infrequent and are determined by the Group’s Senior Management as
a result of external or intenal changes when significant to the Group’s operations and demonstrable to extemal
parties.

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

If a financial asset is reclassified so that it is measured at fair value, its fair value is determined at the reclassification
date. Any gain or loss arising from a difference between the previous carrying amount and fair value is recognised
in the income statement. If & financial asset is reclassified so that it is measured at amortised cost, its fair value at the
reclassification date becomes its new carrying amount.

Derecognition of Financial Assets and Financial Liabilities
Financial Assets

(@) Derecognition Due to Substantial Modification of Terms and Conditions
1f the terms of a financial asset are modified, then the Group evaluates whether the cash flows of the modified asset
are substantially different. 1f the cash flows are substantially different, then the contractual rights to cash flows from
the original financial asset are deemed to have expired. In this case, the original financial asset is derecognised and
a new financial asset is recognised at fair value plus any eligible tragsaction costs. Any fees received as part of the
modification are accounted for as follows:

- Fees that are considered in determining the fair value of the new asset and fees that represent reimbursement

of eligible transaction costs are included in the initial measurement of the asset.
- Other fees are included in profit or loss as part of the gain or loss on derecognition.
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2.5. Summary of Material Accounting Policies (continued)

Derecognition of Financial Assets and Financial Liabilities (continued)

Financial Assets (continued)

(i) Derecognition Due to Substantial Modification of Terms and Conditions (continued)

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification is
usually to maximise recovery of the original contractual terms rather than to originate a new asset with substantially
different terms. If the Group plans to modify a financial asset in a way that would result in forgiveness of cash flows,
then it first considers whether a portion of the asset should be written off before the modification takes place (see
below).

If the modification of a financial asset measured at amortised cost or fair value through other comprehensive income
does not result in derecognition of the financial asset, then the Group first recalculates the gross carrying amount of
the financial asset using the original effective Interest rate of the asset and recognises the resulting adjustment as a
modification gain or loss in profit or loss. For floating-rate financial assets, the original effective interest rate used to
calculate the modification gain or loss is adjusted to reflect current market terms at the time of the modification. Any
costs or fees incurred and fees received as part of the modification adjust the gross carrying amount of the modified
financial asset and are amortised over the remaining term of the modified financial asset,

If such a modification is catried out because of financial difficulties of the borrower, then the gain or loss is presented
together with impairment losses. In other cases, it is presented as interest income calculated using the effective
interest rate method.

(i) Derecognition Other than for Substantial Modification
A financial asset (or where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when the rights to receive cash flows from the financial asset have expired. The Group also
derecognises the financial asset if it has both transferred the financial asset and the transfer qualifies for
derecognition. The Group has transferred the financial asset if, and only if, either:

» The Group has transferred its contractual rights to receive cash flows from the financial asset; or

# The Group retains the rights to the cash flows, but has assumed an obligation to pay the received cash flows in

full without material delay to a third party under a “pass-through” arrangement-

Pass-through arrangements are transactions whereby the Group retains the contractual rights 1o receive the cash flows
of a financial asset {the “original asset™), but assumes a contractual obligation to pay those cash flows to one or more
entities (the “eventual recipients”), when all of the following three conditions are met:

¥ The Group has no obligation to pay amounts to the eventual recipients unless it has collected equivalent
amounts from the original asset, excluding short-term advances with the right to full recovery of the amount
lent plus accrued interest at market rates.

» The Group cannot sell or pledge the original asset other than as security to the eventual recipients.

3 The Group has to remit any cash flows it collects on behalf of the eventual recipients without material delay.
In addition, the Group is not entitled to reinvest such cash flows, except for investments in cash or cash
equivalents including interest earned, during the period between the collection date and the date of required
remittance to the eventual recipients.

A transfer only qualifies for derecognition if:
»  The Group has transferred substantially all the risks and rewards of the asset; or
¥» The Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.
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Derecognition of Financial Assets and Financial Liabilities (continued)
Financial Assets (continued)

(&) Derecognition Other than for Substantial Modification (confinued)

The Group considers control to be transferred if and only if, the transferee has the practical ability to sell the asset in
its entirety to an unrelated third party and is able to exercise that ability unilaterally and without impesing additional
restrictions on the transfer.

When the Group has neither transferred nor retained substantially all the risks and rewards and has retained control
of the asset, the asset continues to be recognised only to the extent of the Group’s continuing involvement, in which
case the Group also recognises an associated liability, The transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the Group has retained.

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

If continuing involverent takes the form of a written or purchased option (or both) on the transferred asset, the
continuing involvement is measured at the value the Group would be required to pay upon repurchase. In the case of
a written put option on an asset that is measured at fair value, the extent of the entity's continuing involvement is
limited to the lower of the fair value of the transferred asset and the option exercise price.

Financial Liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
‘Where an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference between the carrying
value of the original financial liability and the consideration paid is recognised in the consolidated income statement,
as “other operating income™ or “other operating expenses”.

If the modification of a financial liability is not accounted for as derecognition, then the amortised cost of the liability
is recalculated by discounting the modified cash flows at the original effective interest rate and the resulting gain or
loss 1s recognised in profit or loss. For floating-rate financial liabilities, the original effective interest rate used to
calculate the modification gain or loss is adjusted to reflect current market terms at the time of the modification. Any
costs and fees incurred are recognised as an adjustment to the carrying amount of the liability and amortised over the
remaining term of the modified financial liability by re-computing the effective interest rate on the instrument.

Empairment of Financial Assets

@ Overview of the ECL Principles

The Group records allowance for expected credit losses based on a forward-looking approach for all loans and other
financial assets not held at fair value through profit or loss, together with loan commitments and financial gnarantee
contracts, in this section all referred to as “financial instruments”. Equity instruments are not subject to impairment
under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected
credit loss), unless there has been no significant increase in credit risk since origination, in which case, the allowance
ts based on the 12 months’ expected credit loss (12mECL). The 12mECL is the portion of lifetime ECLs which
represents the ECLs that result from default events on a financial instrument that are possible within the 12 months
after the reporting date.
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(ii) Measurement of ECLs
The Group measures ECLs based on three probability-weighted scenarios to measure the expected cash shortfalls,
discounted at an approximation to the EIR as follows:

» Financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls (i.e.
the difference between the cash flows due to the entity in accordance with the contract and the cash flows that
the Group expects to receive).

» Financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying
amount and the present value of estimated future cash flows.

¥ Undrawn loan commitments: as the present value of the difference between the contractual cash flows that are
due to the Group if the commitment is drawn down and the cash flows that the Group expects to receive.

¥ Financial guarantee contracts: the expected payments to reimburse the holder less any amount that the Group
expects 1o recover.

They key inputs into the measurements of ECL are:

» PD: the Probability of Default is an estimate of the likelihood of default over a given time horizon. A default
may only happen at a certain time over the assessed period, if the facility has not been previously derecognised
and is still in the portfolio.

» EAD: the Exposure at Default is an estimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date, including repayments of principal and interest,
whether scheduled by contract or otherwise, and expected drawdowns on committed facilities.

» LGD: the Loss Given Default is an estimate of the loss arising in the case where a default occurs at a given
time. It is based on the difference between the contractual cash flows due and those that the Group would expect
to receive, including from the realisation of any collateral. It is usually expressed as a percentage of the EAD.

These parameters are generally derived from statistical models and other historical data. Forward-looking
information is incorporated in ECL measuretments.

The Group measures ECLs using a three-stage approach based on the extent of credit deterioration since origination:

¥ Stage 1 — Where there has not been a significant increase in credit risk (SICR} since initial recognition of a
financial instrument, an amount equal to 12 months expected credit loss is recorded. The expected credit loss
is computed using a probability of default occurring over the next 12 months. For these instnuments with a
remaining maturity of less than 12 months, probability of default corresponding to remaining term to maturity
is used.

> Stage 2 — When a financial instrument experiences a SICR subsequent to origination but is not considered to
be impaired, it is included in Stage 2. This requires the computation of expected credit loss based on the
probability of default over the remaining estimated life of the financial instrument.

> Stage 3 - Financial instruments that are considered to be impaired are included in this stage, the allowance for
credit losses captures the lifetime expected credit losses, similar to Stage 2.

(i) Forborne and Modified Loans

The Group sometimes makes concessions or modifications to the original terms of loans as a response to the
borrower’s financial difficulties, rather than taking possession or otherwise enforcing collection of collateral. The
Group censiders a lean forborne when such concessions or modifications are provided as a result of the borrower’s
present or expected financial difficulties and the Group would not have agreed to them if the borrower had been
financially healthy. Indicators of financial difficulties include defaults on covenants, or significant concerns raised
by the Credit Risk Department. Forbearance may involve extending the payment arrangements and the agreement of
new loan conditions. Once the terms have been renegotiated, any impairment is measured using the original EIR as
calculated before the modification of terms. It is the Group’s policy to monitor forborne loans to help ensure that
future payments continue to be likely to occur. Derecognition decisions and classification between Stage 2 and Stage
3 are deterrnined on a case-by-case basis. If these procedures identify a loss in relation to a loan, it is disclosed and
managed as an impaired Stage 3 forbome asset until it is collected or written off.
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(iii) Forborne and Modified Loans(continued)
‘When the loan has been renegotiated or modified but not derecognised, the Group also reassesses whether there has
been a significant increase in credit risk. The Group also considers whether the assets should be classified as Stage
3. Once an asset has been classified as forborne, it will remain forborne for a minipaum 12-month probation peried.
In order for the loan to be reclassified out of the forborne category, the customer has to meet all of the following
criteria:

- Atleast a 12-month probation period has passed.

- Three consecutive payments under the new repayment schedule have been made.

- The borrower has no past dues under any obligation to the Group.

- All the terms and conditions agreed to as part of the restructuring have been met.

If modifications are substantial, the loan is derecognised, as explained above.

(iv) Credit-impaired Financial Assets
At each reporting date, the Group assesses whether financial assets carried at amortised cost and debt financial assets
carried at fair value through other comprehensive income, and finance lease receivables are credit-impaired (referred
to as “Stage 3 financial assets”). A financial asset is “credit-impaired” when one or more events that have detrimental
impact on the estimated future cash flows of the financial asset have occurred. Evidence that a financial asset is
credit-impaired includes the following observable inforrnation:

- Significant financial difficulty of the borrower or issuer.

- A breach of contract such as a default or past due event.

- The restructuring of a loan or advance by the Group on terms that the Group would not consider otherwise.

«  Itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation.

~  The disappearance of an active market for a security because of financial difficulties.

) Write-offs

Financial assets are written off either partially or in their entirety only when the Group has stopped pursuing the
recovery. If the amount to be written off is greater than the accumulated loss allowance, the difference is first treated
as an addition to the allowance that is then applied against the gross carrying amount. Any subsequent recoveries are
credited to “net recovery (impairment loss) on financial assets”.

vi) Debt Instruments at Fair Value through Other Comprehensive Income

The ECLs for debt instruments measured at FVOCI do not reduce the carying amount of these financial assets in
the statement of financial position, which remains at fair value. Instead, an amount equal to the allowance that would
arise if the assets were measured at amortised cost is recognised in OCI as an accumulated impairment amount, with
a corresponding charge to the income statement. The accurmulated loss recognised in OCI is recycled to the income
statement upon derecognition of the assets.

(vii) Collateral Repossessed

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

Upon sale of repossessed assets, any gain or loss realised is recognised in the consolidated income statement under
“other operating income™ or “other operating expenses”. Gains resulting from the sale of repossessed assets are
transferred to “reserves appropriated for capital increase” in the following financial year.
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Fair Value Measurement

The Group measures financial instruments, such as derivatives and non-financial assets, namely land and building
and building improvements, at fair value at each balance sheet date. Also, fair values of financial instruments
measured at amortised cost are disclosed in these notes.

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

¢ In the principal market for the asset or lability; or
¢  Inthe absence of a principal market, in the most advantageous market for the asset or liability.

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

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

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

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:
s Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
s Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.
« Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable,

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

Management deteroines the policies and procedures for both recurring and non-recurring fair value measurement.
At each reporting date, Management analyses the movements in the values of assets and liabilities which are required
1o be re-measured or re-assessed as per the Group’s accounting policies. For this analysis, Management verifies the
major inputs applied in the latest valuation by agreeing the information in the valuation computation to contracts and
other relevant documents.

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

Leases
The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys
the right to control the use of an identified asset for a period of time in exchange for consideration.

Group as a Lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the nght to use the underlying assets.
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Leases (continued)

Group as a Lessee {continued)

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

(i) Right-of-use Assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e. the date the underlying asset is
available for use). Right-of-use assets are measured at cost, Iess any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease Habilities. The cost of right-of-use assets inctudes the amount of lease
liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the lease term.

The right-of-use assets are presented within “property, equipment and right-of-use assets” on the consolidated
financial statements and are subject to impairment in line with the Group’s pelicy, as described under “impairment
of non-financial assets”. :

Depreciation charge for right-of-use assets is presented within “depreciation of property, and equipment and right-
of-use assets” in the income statement.

(i) Lease Liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in- substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees, The lease payments also include the exercise price of
a purchase option reasonably certain fo be exercised by the Group and payments of penalties for terminating a lease,
if the lease term reflects the Group exercising the option to terminate. The variable lease payments that do not depend
on an index or a rate are recognised as expense in the period on which the event or condition that triggers the payment
OCCUrS.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
comunencement date if the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease labilities is increased to reflect the accretion of interest and reduced for the [ease payments
made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the
lease term, a change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying
asset,

The Group’s lease liabilities are included under “other liabilities”. Moreover, the interest charge on lease liabilities
is presented within “interest and similar expenses” in consolidated financial statements.

(iii) Short-term Leases and Leases of Low-value Assets

The Group applies the short-term lease recognition exemption to leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase option. It also applies the lease of low-value assets
recognition exemption to leases that are considered of low value. Lease payments on short-term leases and leases of
low-value assefs are recognised as expense on a straight-line basis over the lease term. Other rental expenses
{including non-lease components paid to landlords) are presented within other operating expenses.

Group as a Lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset
are classified as operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss due to its operating nature, Initial direct costs incurred in
negotiating and arranging an operating lease are added to the carrying amount of the leased asset and recognised over
the lease term on the same basis as rental income. Contingent rents are recognised as revenue in the period in which
they are earned.
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2.5, Summary of Material Accounting Pelicies {continued)

Revenue Recognition
The following specific recognition criteria must also be met before revenue is recognised.

(i) Interest and Similar Income and Expense

Under IFRS 9, interest income is recorded using the EIR method for all financial assets measured at amortised cost,
interest rate derivatives for which hedge accounting is applied and the related amortisation/recycling effect of hedge
accounting. Interest income on interest bearing financial assets measured at FVOCI under IFRS 9 is also recorded
using the EIR method. Interest expense is also calculated using the EIR method for all financial liabilities held at
amortised cost. The EIR is the rate that exactly discounts estimated future cash receipts through the expected life of
the financial asset or liability or, when appropriate, a shorter period, to the gross carrying amount of the financial
asset.

The EIR {and therefore, the amortised cost of the financial asset) is calculated by taking into account transaction
costs and any discount or premium on the acquisition of the financial asset, as well as fees and costs that arc an
integral part of the EIR. The Group recognises interest income using a rate of return that represents the best estimate
of a constant rate of return over the expected life of the loan. Hence, the EIR calculation also takes into account the
effect of potentially different interest rates that may be charged at various stages of the financial asset’s expected life,
and other characteristics of the product life cycle (including prepayments, penalty interest and charges).

If expectations of fixed rate financial assets’ or liabilities’ cash flows are revised for reasons other than credit risk,
then changes to future contractual cash flows are discounted at the original EIR with a consequential adjustment to
the carrying amount. The difference from the previous carrying amount is booked as a positive or negative adjustment
to the carrying amount of the financial asset or liability on the balance sheet with a corresponding profit or loss
impact.

For floating-rate financial instruments, periodic re-estimation of cash flows to reflect the movements in the market
rates of interest also alters the effective interest rate, but when instruments were initially recognised at an armmount
equal to the principal, re-estimating the future interest paymenis does not significantly affect the carrying amount of
the asset or the liability.

The IBOR reform Phase 2 amendments allow as a practical expedient for changes to the basis for determining
coniractual cash flows to be treated as changes to a floating rate of interest, provided certain conditions are met. The
conditions include that the change is necessary as a direct consequence of IBOR reform and that the transition takes
place on an economically equivalent basis.

Interest Income and Interest Expense

The effective interest rate of a financial asset or a financial liability is calculated on initial recognition of the financial
asset or financial liability. In determining interest income and expense, the EIR is applied to the gross carrying
amount of the financial asset (unless the asset is credit-impaired) or the amortised cost of a financial liability. The
effective interest rate is revised as a result of periodic re-estimation of cash flows of floating rate instruments to
reflect movements in market rates of interest. The effective interest rate is also revised for fair value hedge
adjustments at the date amortisation of the hedge adjustment begins.

The calculation includes all fees and points paid or received between parties to the contract that are an integral part
of the effective interest rate, transaction costs, and all other premiums or discounts, unless the financial instrument is
measured at fair vatue, with the change in fair value being recognised in the income statement. In those cases, the
fees are recognised as revenue or expense when the instrument is initially recognised.

When a financial asset becomes credit-impaired after initial recognition, interest income is determined by applying
EIR to the net amortised cost of the instrument. If the financial asset cures and is no longer credit-impaired, the Group
reverts back to calculating interest income on a gross basis. Furthermore, for financial assets that were credit-impaired
on initial recognition, interest is determined by applying a credit-adjusted EIR to the amortised cost of the instrument.
The calculation of interest income does not revert to a gross basis, even if the credit risk of the asset improves.
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Revenue Recognition (continued)

(0 Interest and Similar Income and Expense (continued)
Presentation

Interest income calculated using the effective interest method presented in the consolidated income statement
includes:
- Interest on financial assets at amortised cost.
- Interest on debt instrurnents measured at fair value throngh other comprehensive income.
- The effective portion of fair value changes in qualifying hedging derivatives designated in cash flow hedges
of varability in interest cash flows in the same period as the hedged cash flows affect interest
income/expense.

Interest expense presented in the consolidated income staternent includes:
- Financial liabilities measured at amortised cost,
- The effective portion of fair value changes in qualifying hedging derivatives designated in cash flow hedges
of variability in interest cash flows in the same period as the hedged cash flows affect interest
income/expense.

Interest income and expense on financial instruments measured at fair value through profit or loss are presented under
“net trading (loss} gain” in the consclidated income statement.

(i) Fee and Commission Income
The Group eams fee and commission income from a diverse range of services it provides to its customers, Fee income
can be divided into the following two categories:

Fee Income Earned from Services that Ave Provided over a Certain Period of Time
Fees eamed for the provision of services over a period of time are accrued over that period. These fees include
commission income and asset management, custody and other management and advisory fees.

Loan commitment fees for loans that are likely to be drawn down and other credit related fees are deferred (together
with any incremental costs) and recognised as an adjustment to the EIR on the loan. When it is unlikely that a loan
be drawn down, the loan commitment fees are recognised as revenues on expiry.

Fee Income from Providing Transaction Services

Fees arising from negotiating or participating in the negotiation of a transaction for a third party, such as the
arrangement of the acquisition of shares or other securities or the purchase or sale of businesses, are recogaised on
completion of the underlying transaction. Fee or components of fee that are linked to a certain performance are
recognised after fulfilling the corresponding criteria.

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

(iv) Net trading (loss) gain

Net trading (loss) gain comprises gains and losses related to trading assets and liabilities, non-trading derivatives
held for risk management purposes that do not form part of qualifying hedging relationships, financial assets and
financial liabilities designated as at fair value through profit or loss, and non-trading assets mandatorily measured at
fair value through profit or loss. The line item includes fair value changes, interest, dividends and foreign exchange
differences.

Cash and Cash Equivalents

“Cash and cash equivalents” as referred to in the cash flow statement comprises balances with original maturities of a
period of three months or less including cash and balances with central banks, deposits with banks and financial
institutions, deposits due to banks and financial institutions.
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Property and Equipment and right-of-use assets

“Property and equipment”, except for land and buildings, is stated at cost adjusted as disclosed in Note 3 excluding
the costs of day-to-day servicing, less accumulated depreciation and accumulated impairment in value. Such cost
includes the cost of replacing part of the property and equipment. When significant parts of property and equipment
are required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives
and depreciates them accordingly. Likewise, when a major inspection is performed, its cost is recognised in the
carrying amount of the equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognised in the consolidated income statement as incurred. The present value of the expected
cost for the decommissioning of an asset afier its use is included in the cost of the respective asset if the recognition
criteria for a provision are met.

Land and buildings are measured at fair value less accumulated depreciation on buildings and impairment losses
recognised since the date of revaluation. Valuations are performed by internal or external valuers with sufficient
frequency to ensure that the carrying amount of a revalued asset does not differ materially from its fair value.

A revaluation surplus is recorded in other comprehensive income and credited to the real estate revaluation reserve in
equity. However, to the extent that it reverses a revaluation deficit of the sarse asset previously recognised in profit or
loss, the increase is recognised in profit and loss. A revaluation deficit is recognised in the income statement, except to
the extent that it offsets an existing surplus on the same asset recognised in the asset revaluation reserve.

Accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the asset and the
net amount is restated to the revalued amount of the asset. Upon disposal, any revaluation reserve relating to the
particular asset being sold is transferred to retained earnings.

Right-of-use assets are presented together with property and equipment in the consolidated statement of financial
position — refer to the accounting policy above. Right-of-use assets are depreciated on a straight-line basis over the lease
term.

Depreciation is calculated using straight line method to write down the cost of property and equipment to their residual
value over their estimated useful lives. Land is not depreciated. The estimated useful lives are as follows;

*  Buildings 40-50 years
*  Frechold improvements 5-10 years
*  Leaschold improvements 5-10 years
»  Motor vehicles 5-7 years

»  Office equipment and computer hardware 5-10 years
. Office machinery and furmniture 10 years

Any item of property and equipment and any significant part initially recognised are derecognised upon disposal or
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in the consolidated income statement when the asset is derecognised.

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

Intangible assets acquired separately are measured on initial recognition at cost adjusted as disclosed in Note 3. The
cost of intangible assets acquired in a business combination is their fair value as at the date of acquisition. Following
initial recognition, intangible assets are carried at cost less any accumujated amortisation and accumulated
impairment losses. Internally generated intangibles, excluding capitalised development costs, are not capitalised and
the related expenditure is reflected in profit or loss in the period in which the expenditure is incurred.
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Intangible Assets (continned)

The useful lives of intangible assets are assessed to be either finite of indefinite. Intangible assets with finite lives are
amortised over the useful economic life. The amortisation period and the amortisation method for an intangible asset
with a finite useful life are reviewed at least at each financial year-end. Changes in the expected useful life or the
expected pattern of consumption of future economic benefits embodied in the asset are accounted for by changing
the amortisation period or method, as appropriate, and are treated as changes in accounting estimates. The
ammortisation expense on intangible assets with finite lives is recognised in the consolidated income statement.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine
whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is
made on a prospective basis.

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

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

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

+  Computer software 5 years
¢ Key money 70 years

Assets obtained in Settlement of Debt, Assets Held for Sale and Discontinued Operations

Assets obtained in settlement of debt are measured at the lower of their carrying amount and faire value less costs to
sell adjusted as disclosed in Note 3, Assets held for sale are measured at the lower of their carrying amount and fair
value less costs to sell. Costs to sell are the incremental costs directly attributable to the disposal of an asset (disposal
group), excluding finance costs and income tax expense. Non-current assets and disposal groups are classified as
held for sale if their carrying amounts will be recovered principally through a sale transaction rather than through
continuing use. This condition is regarded as met only when the sale is highly probable and the asset or disposal
group is available for immediate sale in its present condition, Management has committed to the sale, and the sale {s
expected to have been completed within one year from the date of classification.

Property, plant and equipment, and intangible assets are not depreciated or amortised once classified as held for sale.
Assets and liabilities classified as held for sale are presented separately in the statement of financial position.

A discontinued operation is 2 component of an entity that has either been disposed of or is classified as held for sale,
and: @) represents a separate major line of business or geographical area of operations; b) is part of a single
coordinated plan to dispose of a separate major line of business or geographical area of operations; or ¢) is a subsidiary
acquired exclusively with a view to resale.

In the consolidated income statement of the reporting period and of the comparable period of the previous year,
income and expenses from discontinued operations are reported separately from income and expenses from
continuing operations, down to the level of profit after taxes, even when the Group retains a non-controlling interest
in the subsidiary after the loss of control. The resulting profit or loss (after taxes) is reported separately in the income
statcment.
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Impairment of Non-financial Assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value
less costs to sell and its value in use. The recoverable amount is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets. Where the
carrying amount of an asset or cash-generating unit exceeds its recoverable amount, the asset is considered impaired
and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs to sell, recent market transactions are taken into account. If no such transactions can
be identified, an appropriate valuation model is used. These calculations are corroborated by valuation multiples,
quoted share prices for publicly traded subsidiaries or other available fair value indicators.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
recoverable amount is estimated. A previously recognised impairment loss is reversed only if there has been a change
in the estimates used to determine the asset’s recoverable amount since the [ast impairment loss was recognised. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceeds the
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognised for
the asset in prior years. Such reversal is recognised in the consolidated income statement, unless the asset is carmed
at a revalued amount, in which case the reversal is treated as a revaluation increase.

The Group bases its impairment calculation on detailed budgets and forecast calculations which are prepared
separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of five years. A long-term growth rate is calculated and applied to project future
cash flows after the fifth year.

Impairment losses of continuing operations are recognised in the statement of profit or loss in expense categories
cousistent with the function of the impaired asset, except for properties previously revalued with the revaluation
taken to OCIL. For such properties, the impairment is recognised in OCI up to the amount of any previous revaluation.

Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may be impaired.
Impairment is determined for goodwill by assessing the recoverable amount of each CGU (or group of CGUs) to
which the goodwill relates. When the recoverable amount of the CGU is less than its carrying amount, an impairment
Toss is recognised. Impairment [osses relating to goodwill cannot be reversed in future periods.

Provisions for Risks and Charges

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. When the effect of the time value of money is
material, the Group determines the level of provision by discounting the expected cash flows at a pre-tax rate
reflecting the cusrent rates specific to the liability. The expense relating to any provision is presented in the
consolidated income statement net of any reimbursement.

The Group operates in a regulatory and legal environment that, by nature, has a heightened element of litigation risk
inherent to its operations. As a result, it is involved in various litigation, arbitration and regulatory investigations and
proceedings both in Lebanon and in other jurisdictions, arising in the ordinary course of the Group’s business.

When the Group can reliably measure the outflow of economic benefits in relation to a specific case and considers
such outflows to be probable, the Group records a provision against the case. Where the probability of outflow is
considered to be remote or probable, but a reliable estimate cannot be made, a contingent liability is disclosed.
However, when the Group is of the opinion that disclosing these estimates on a case-by-case basis would prejudice
their outcome, then the Group does not include detailed, case-specific disclosures in its financial statements.
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Provisions for Risks and Charges (continued)

Given the subjectivity and uncertainty of determining the probability and amount of losses, the Group takes into
account a mumber of factors including legal advice, the stage of the matter and historical evidence from similar
incidents.

Pensions and Other Post-employment Benefits

The Group provides retirement benefits obligations to its employees under defined benefit plans, which requires
contributions to be made to separately administered funds. The cost of providing these benefits is determined using
the projected unit credit method which involves making actuarial assumptions about discount rates and future salary
increases. Those assumptions are unbiased and mutually compatible.

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

Past service costs are recognised in profit or loss on the earlier of:
+  The date of the plan amendment or curtailment; and
e The date that the Group recognises restructuring-related costs.

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset. The Group

recognises the following changes in the net defined benefit obligation under “personnel expenses” in consolidated

statement of income:

+  Service costs comprising current service costs, past service costs, gains and losses on curtailments and non-
routine settlements.

e  Net interest expense or income.

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

(i) Current Tax

Current tax assets and liabilities for the current and prior years are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted at the reporting date in the countries where the Group operates and generates taxable
income.

Current income tax relating to items recognised directly in equity is recognised in equity and not in the statement of
profit or loss. Management periodically evaluates positions taken in the tax returns with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

(ii) Deferred Tax
Deferred tax is provided on temporary differences at the statement of financial position date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

»  ‘Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the tramsaction, affects neither the
accounting profit nor taxable profit or loss.

¢ Inrespect of taxable temporary differences associated with investments in subsidiaries and associates, where
the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.
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Taxes (continued)

(i) Deferred Tax (continued)

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits

and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised except:

e  Where the deferred tax asset relating to the deductible tersporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.

s In respect of deductible temporary differences associated with investozents in subsidiaries and associates,
deferred tax assets are recognised only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against whick the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are reassessed at each statement of financial position date
and are recognised to the extent that it has become probable that future taxable profit will allow the deferred tax asset
to be recovered.

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

Current tax and deferred tax relating to items recognised directly in other comprehensive income are also recognised
in other comprehensive income and not in the consolidated income statement.

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

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate recoguition at that
date, are recognised subsequently if new information about facts and circumstances change. The adjustment is either
treated as a reduction in goodwill (as long as it does not exceed goodwill) if it was incurred during the measurement
period or recognised in profit or loss.

Dividends on Commen Shares

Dividends on common shares are recognised as a liability and deducted from equity when they are approved by the
Bank’s shareholders. Interim dividends are deducted from equity when they are declared and no longer at the
discretion of the Bank. Dividends for the year that are approved after the reporting date are disclosed as an event
after the reporting date.

Treasury Shares

Own equity instruments of the Group which are acquired by it or by any of its subsidiaries (Treasury shares) are
deducted from equity and accounted for at cost. Consideration paid or received on the purchase sale, issue or
cancellation of the Group’s own equity instruments is recognised directly in equity. No gain or loss is recognised in
the consolidated income statement on the purchase, sale, issue or cancellation of the Group’s own equity instruments.

When the Group holds own equity instruments on behalf of its clients, those holdings are not included in the Group’s
consolidated statement of financial position.

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

The Group provides custody and administration services that result in the holding or investing of assets on behalf of
its clients. Assets held in trust, under management or under cusiody or under administration, are not treated as assets
of the Group and, accordingly, are recorded as off-balance sheet items.

Customers’ Acceptances

Customers’ acceptances represent term documentary credits which the Group has committed to settle on behalf of its
clients against commitments by those clients (acceptances). The commitments resulting from these acceptances are
stated as a liability in the statement of financial position for the same amount.

Earnings per share (EPS)

Basic EPS is calculated by dividing the profit for the year attributable to ordinary equity holders of the parent by the
weighted average number of ordinary shares outstanding during the year. Diluted EPS is calculated by dividing the
profit attributable to ordinary equity holders of the parent (after adjusting for interest on the convertible preference
shares) by the weighted average number of ordinary shares outstanding during the year plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares into
ordinary shares.

2.6. Material Accounting Judgments and Estimates

The preparation of the Group’s consolidated financial statements requires Management to make judgments, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying
disclosures, and the disclosure of contingent liabilities, Uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the camrying amount of assets or liabilities affected in future
periods.

Judgments

In the process of applying the Group’s accounting policies, Management has made the following judgments, apart
from those involving estimations, which have the most significant effect in the amounts recognised in the
consolidated financial statements:

Going Concern

Notwithstanding the events and conditions disclosed in Note 1, these consolidated financial statements have been
prepared based on the going concern assumption. The Board of Directors believe that they are taking all the measures
available to maintain the viability of the Group and continue its operations in the current business and economic
environment.

Business Model
In determining whether its business model for managing financial assets is to hold assets in order to collect
contractual cash flows, the Group considers:
- Management’s stated policies and objectives for the portfolio and the operation of those policies in practice.
- How management evaluates the performance of the portfolio.
- Whether Management’s strategy focuses on earning contractual interest revenues.
- The degree of frequency of any expected asset sales.
- The reason for any asset sales, and
- ‘Whether assets that are sold are held for an extended period of time relative to their contractual maturity.

Contractual Cash Flows of Financial Assets

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

Deferred tax assets are recognised in respect of tax losses to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Judgment is required to determine the amoung of deferred tax assets
that can be recognised, based upon the likely timing and level of future taxable profits, together with future tax
planning strategies.

Determining the Lease Term of Contracts with Renewal and Termination Options — Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by
an option to extend the Jease if it is reasonably certain to be exercised, or any periods covered by an option to
terminate the lease, if it is reasonably certain not to be exercised.

The Group has several lease contracts that include extension and termination options. The Group applies judgment
in evaluating whether it is reasonably certain to exercise or not the option to renew or terminate the lease. That is, it
considers all relevant factors that create an economic incentive for it to exercise either the renewal or termination.
After the commencement date, the Group reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise or not to exercise the option to renew or to
terminate {(e.g. a change in business strategy).

The Group included the renewal period as part of the lease term for leases of head offices and branches due to the
significance of these assets to its operations. Furthermore, the periods covered by termination options are included
as part of the lease term only when they are reasonably certain not to be exercised.

The Group included the renewal period as part of the lease term for leases of head offices and branches due to the
significance of these assets to its operations. Furthermore, the periods covered by termination options are included
as part of the lease term only when they are reasonably certain not to be exercised.

Impairment losses on financial assets

In determining the expected credit losses, the Group makes the following judgments:
»  Significant increase in credit risk (SICR)
In assessing whether a significant increase in credit risk (SICR) has occurred for an exposure since initial
recognition, the Group considers both quantitative and qualitative information and analysis. In doing so, the
Group makes judgements about the appropriate indicators used as SICR triggers. The triggers that the Group
has determined as appropriate include the 30-day backstop, movement in PD and other qualitative factors,
such as moving a customer/facility to the watch list, or the account becoming forborne.

*  Multiple economic scenarios

The Group in its measurement of ECLs makes judgements about the type and number of macroeconomic
scenarios in order to reflect the Group’s exposure to credit risk. For Lebanon, given the prevailing high
economic and financial uncertainties and challenges, as disclosed in Note 1, ECLs estimation remains
subject to high volatility (including from changes to macroeconomic variable forecasts) especially in view
of the prolonged crisis. It is not practical at this stage to determine and provide plausible macroeconomic
scenarios before the full resolution of these prevailing high uncertainties. For the Group’s various countries
of operation, excluding Lebanon, the impact on ECL is not material.

¢  Definition of Default
Significant judgement exists with regards to when an asset is considered to have defaulted, and the resulting
definition of default against which parameters of ECL model such as PD, LGD and EAD are evaluated.

e Other judgements in the determination of ECL include: Development of ECL models, including the
segmentation of products, the various formulas and the choice of inputs, for example which inputs are
relevant for the particular exposures in particular regions.

52



Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
2.6. Material Accounting Judgments and Estimates (continued)

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are described below. The Group based its assumptions and estimates on parameters available
when the consolidated financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the control of the Group.
Such changes are reflected in the asspmptions when they ocenr.

Fair Value of Financial Instruments

The fair value of financial instruments is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction in the principal {(or most advantageous) market at the measurement date under current market
conditions (i.e., an exit price) regardless of whether that price is directly observable or estimated using another
valuation technique, Where the fair values of financial assets and financial liabilities recorded on the statement of
financial position cannot be derived from active markets, they are determined using a variety of valuation techniques
that include the use of mathematical models. The inputs to these models are derived from observable market data
where possible, but where observable market data is not available, estimation is required to establish fair values. The
judgments and estimates include considerations of liquidity and model inputs such as credit risk (both own and
counterparty) funding value adjustments, correlation and volatility.

Impairment Losses on Financial Instruments
The measurement of impairment losses under IFRS 9 across all categories of financial assets requires judgment, in
particular, the estimation of the amount and timing of future cash flows and collateral values when determining
impairment losses and the assessment of a significant increase in credit risk. These estimates are driven by a number
of factors, changes in which can result in different levels of allowances. The Group’s ECL calculations are outputs
of models with a number of underlying assumptions regarding the choice of variable inputs. Components of the ECL.
meodels that are considered accounting judgments and estimates include:
- The Group’s internal credit rating model.
- The Group’s criteria for assessing if there has been a significant increase in credit risk.
- The segmentation of financial assets when their ECL is assessed on a collective basis.
- Development of ECL models, including the various formulas and the choice of inputs.
- Determination of associations between macroeconornic scenarios and economic inputs and their impact on
ECL calculation.
- Selection of forward-looking macroeconomic scenarios and their probability of occurrence, to derive the
ECL models.

As per internal policy, the Group regularly reviews its models in the context of actual loss experience and adjusts
when necessary,

Impairment of Goodwili

Management’s judgment is required in estimating the future cash flows of the CGUs. These values are sensitive to
cash flows projected for the periods for which detailed forecasts are available, and to assumptions regarding the term
sustainable pattern of cash flows thereafter. While the acceptable range within which underlying assumptions can be
applied is governed by the requirement for resulting forecasts to be compared with actual performance and verifiable
economic data in future years, the cash flow forecasts necessarily and appropriately reflect Management’s view of
future business prospects.

Impairment of Non-financial Assets

Impairnent exists when the carrying value of an asset or cash-generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal calculation
is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or observable
market prices less incremental costs for disposing of the asset. The value in use calculation is based on a DCF model.
The cash flows are derived from the budget for the next five years and do not include restructuring activities that the
Group is not yet committed to or significant future investments that will enhance the asset’s performance of the CGU
being tested. The recoverable amount is sensitive to the discount rate used for the DCF model, as well as the expected
future cash inflows and the growth rate used for extrapolation purposes. These estimates are most relevant to goodwill
and other intangibles with indefinite useful lives recognised by the Group.
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2. MATERIAL ACCOUNTING POLICIES (continued)
2.6. Material Accounting Judgements and Estimates (continued)

Estimates and Assumptions (continued)

Revaluation of Property and Equipment

The Group carries its land and buildings and building improvements at fair value, with changes in fair value being
recognised in other comprehensive income. These are valued by reference to market-based evidence, using
comparable prices adjusted for specific market factors such as nature, location and condition of the property. The
Group engaged an independent valuation specialist to assess fair values for property and equipment. The key
assumptions used to determine the fair value of the properties and sensitivity analyses are provided in Note 26.

Pensions Obligation

The cost of the defined benefit pension plan is determined using an actuarial valuation. The actuarial valuation
invelves making assumptions about discount rates, expected rates of return on assets, future salary increases,
mortality rates and future pension increases. Due to the long-term nature of these plans, such estimates are highly
sensitive to changes in these assumptions.

Leases — Estimating the Incremental Borrowing Rate

The Group cannot readily determine the interest rate implicit in the lease, therefore it uses its incremental borrowing
rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay to borrow
over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-
of-use asset in a similar economic environment. The IBR therefore reflects what the Group “would have to pay”,
which requires estimation when no observable rates are available (such as for subsidiaries that do not enter into
financing transactions) or when they need to be adjusted to reflect the terms and conditions of the lease (for example,
when leases are not in the subsidiary’s functional currency). The Group estimates the IBR using observable inputs
(such as market interest rates) when available and is required to make certain entity-specific estimates (such as the
subsidiary’s stand-alone credit rating).

3. RESTATEMENT OF COMPARATIVE AMOUNTS

Adjustments to the carrying amounts of tangible and intangible assets

The Group recorded adjustments to the carrying amounts of tangible and intangible assets of entities operating in

Lebanon based on Law 330 dated 4 December 2024 and Ministry of Finance Decision 715 dated 1 August 2025,

These adjustments included the following:

* Land and Buildings in Lebanon, included in property and equipment and assets obtained in settlement of debt
were remeasured based on a valuation performed by an accredited independent external valuer in US Dollars
and then translated into Lebanese Pounds at LBP 89,500, with a corresponding adjustment to accumulated
depreciation; and

» Tangible assets other than land and buildings and intangible assets of entities operating in Lebanon were adjusted
by retranslating historical cost and accumulated depreciation at LBP 89,500 to the US Dollar.

The adjustments were applied retrospectively, with corresponding figures as at and for the year ended 31 December
2024 restated and, a third statement of financial position presented as at 1 January 2024. With respect to assets
obtained in settlement of debt, the Group adjusted the figures as of 31 December 2024 as required by the Ministry of
Finance decisions 340/1 and 715 and Central Bank of Lebanon Intermediate Circular 741 issued on 10 September
2025. The effect of these adjustments on the consolidated financial statements is presented below.
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3 RESTATEMENT OF COMPARATIVE AMOUNTS (continued)

Impact on the consolidated statement of financial position as at 1 January 2024:

1 January 2024
As previously 1 January 2024
reported Restatement As restated
LBP Million LBP Million LBP Million
Assets
Property, equipment and right-of-use assets 18,524,365 250,785 18,775,150
Intangible assets 62,834 2,406 65,240
18,587,199 253,191 18,840,390
Liabilities
Provisions for risks and charges 4,519,041 {24,599) 4,494,442
Equity
Other components of equity 25,149,133 277,790 25,426,923
Impzact on the consolidated statement of financial position as at 31 December 2024:
31 December 2024
As previously 31 December 2024
reported Restatement As restated
LBP Million LBP Million LBP Million
Assets
Property, equipment and right-of-use assets 22,596,627 2,446,409 25,043,036
Intangible assets 301,397 133,915 435,312
Assets obtained in settlement of debt 98,468 4,921,487 5,019,955
Other assets 5,986,037 12,901 5,998,938
28,982,529 7,514,712 36,497,241
Liabilities
Provisions for risks and charges 39,067,339 (3,598) 39,063,741
Equity
Other components of equity 72,368,301 7,518,310 79,886,611

53



Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

3. RESTATEMENT OF COMPARATIVE AMOUNTS (continued)

Impact on the consolidated statement of comprehensive income for the year ended 31 December 2024:

31 December 2024
As previously 31 December 2024
reported Restatement As restated
LBP Million LBP Million LBP Million
Income statement
Other operating expenses (29,185,616) 21,001 (29,164,615)
Deprectation of property, equipment and right-
of-use assets (740,163) (31,753) (771,916)
Amortisation of intangible assets (114,347} 16,752 (103,595)
(30,040,126) - (30,040,126)
Other comprehensive income
Revaluation reserve
Property, equipment and right-of-use assets 1,387,670 2,163,871 3,551,541
Intangible assets - 142,261 142,261
Assets obtained in settlement of debt - 4,921 487 4,921,487
Other asseis - 12,901 12,901
1,387,670 7,240,520 8,628,190

—_—

4. SEGMENT REPORTING

Management monitors the operating results of its business units separately for the purpose of making decisions about
resource allocation and performance assessment. Segments are evaluated based on information relating to net
operating income and financial position. Income taxes and operating expenses are managed on a group basis and are
not allocated to operating segments.

Interest income is reported net, since Management monitors net interest income as a performance measure and not
the gross income and expense amounts. Net interest income is allocated to the business segment based on the
assumption that all positions are funded or invested via a central funding nnit. An interal Funds Transfer Pricing
(FTP) mechanism was implemented between operating segments. Transfer prices between operating segments are
on an arm’s length basis in a manner similar to transactions with third parties.

The assets and liabilities that are reported in the segments are net from inter-segments’ assets and liabilities since
they constitute the basis of Management’s measures of the segments’ assets and liabilities and the basis of the
allocation of resources between segments.

A)  Business Segments

The Group operates in four main business segments which are Corporate and Commercial Banking, Retail and
Personal Banking, Treasury and Capital Markets, and Group Functions and Head Office.
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4. SEGMENT REPORTING (continued)

A} Business Segments (continued)

Corporate and Commercial Banking

Retail and Personal Banking

Treasury and Capital Markets

Group Functions and Head Office

Provides diverse products and services to the corporate and commercial
customers including loans, deposits, trade finance, as well as all regular
Corporate and Commercial Baoking activities.

Provides individual customers” deposits and consumer loans,
overdrafts, credit cards, and funds transfer facilities, as well as all
regular Retail and Private Banking activities.

Provides Treasury services including transactions in money and capital
markets for the Group’s customers, manages investment and trading
transactions (locally and internationally), and manages liquidity,
foreign currency and market risks. This segment also offers Investment
Banking and brokerage services, and manages the Group’s own
portfolio of stocks, bonds, and other financial instruments.

Consists of capital and sirategic investments, exceptional profits and
losses, as well as operating results of subsidiaries which offer non-
banking services.

The following tables present net operating incorne information and financial position information.

(i) Net Operating Income Information

Net interest income
Noun-interest income

Net fee and commission
Financial operations

Other operating income
‘Total non-interest income

Total operating income

Net impairment loss on financial
assets

2025

Corporate Retail Treasury Group

and and and Functions

Commercial Personal Capital and
Banking Banking Markets Head Offlce Total
LBP Million LBP Million LBP Million LBP Million LBP Million
3,176,272 6,358,050 8,676,729 332,129 18,543,180
4,126,861 5,676,055 436,881 432,736 10,672,533
- 1,792,308 10,244,289 56,927 12,093,524
567 19,804 2,266 197,039 219.676
4,127,428 7,488,167 10,683,436 686,702 22,985,733
7,303,700 13,846,217 19,360,165 1,018,831 41,528,913
(472,329) 281,829 51,805 - (138,695)
6,831,371 14,128,046 19,411,970 1,018,831 41,390,218

Net operating income
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4, SEGMENT REPORTING (continued)

A) Business Segments (continued)

(i} Net Operating Income Information (continued)

2024
Corporate Retail Treasury Group
and and and Functions and
Commercial Personal Capital
Banking Banking Markets  Head Office Total
LBP Million LBP Million LBP Million LBP Million = LBF Miliion
Net interest income 2,850,491 6,981,843 9,532 681 125,040 19,490,055
Non-interest income
Net fee and commission 3,741,873 5,400,384 462,050 372,808 9,977,115
Financial operations - 1,276,970 8,894,540 263,123 10,434,633
Other operating income 14,088 49,423 166,994 611,628 842,133
Total non-interest income 3,755,961 6,726,777 6,523,584 1,247,559 21,253,881
Total operating income 6,606,452 13,708,620 19,056,265 1,372,599 4,743,936
Net recovery on financial assets 1,283,791 556,369 (666,687) - 1,173,473
Net operating income 7,890,243 14,264,989 18,389,578 1,372,599 41,917,409
(i) Financial Position Information
2025
Corporate and Retail Treasury Group
Commercial  and Personal and Capital  Functions and
Banking Banking Markets Head QOffice Total
LBP Million  LBP Million LBP Million LBP Million LBP Mitlion
Total assets 40,825,410 177,493,327 1,053,815,195 81,301,500 1,353,435,432
Total liabilities 116,326,997 1,062,563,846 13,604,185 57,239,970 1,249,734,998
2024
Restated
Corporate and Rerail Treasury Group
Commercial  and Personal and Capital ~ Functions and
Banking Banking Markets Head Qffice Total
LBP Million  LBP Million LBP Miilion LBP Million LBP Million
Total assets 33,830,617 127,162,830 1,088,461,111 48,958,035 1,298,412,593
Total liabilities 112,861,627 1,019,861,824 22,460,403 68,972,349 1,224,156,203

Capital expenditures amounting to LBP 779,140 million for the year 2025 (2024: LBP 296,729 million} are allocated
to the Group Functions and Head Office business segment.
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4, SEGMENT REPORTING (continued)

A)  Business Segmentis (continued)

(it} Financial Position Information (continued)

Interest and similar income from exposure to the Central Bank of Lebanon and Lebanese sovereign amounted to LBP
6,768,905 million for the year 2025 (2024: LBP 8,086,490 million) arising from time deposits with the Central Bank
of Lebanon and financial instruments held by the Group. The breakdown of interest and similar income from

exposure to the Central Bank of Lebanon and Lebanese sovereign is as follows:

2025 2024
LBP Million LBP Million

Interest and similar income

Central Bank of Lebanon 6,659,090 7,945,979
Lebanese sovereign 139,815 140,511
6,798,905 8,086,490

B) Geographical Segments

The Group operates in three geographical segments: Lebanon, Middle East and North Africa,(MENA) and Europe.
As such, it is subject to different risks and retwns. The following tables show the distribution of the Group’s net
external operating income, assets and liabilities allocated based on the location of the subsidiaries reporting the resutts
or advancing the funds. Transactions between segments are carried at market prices and within pure trading
conditions.

i) Net Operating Income Information
2025
Lebanon MENA Europe Total
LBP Million  LBP Million LBP Million  LBP Million
Net interest income 12,308,656 790,801 5,443,723 18,543,180
Non-interest income
Net fee and commission 6,219,574 599,561 3,853,398 10,672,533
Financial operations 9,607,689 (41,149) 2,526,984 12,093,524
Other operating income 153,585 2,274 63,817 219,676
Total non-interest income 15,980,848 560,686 6,444,199 22,985,733
Total external operating income 28,289,504 1,351,487 11,887,922 41,528,913
Net impairment loss on financial assets (158,337) (152,143) 171,785 (138,695)
Net external operating income 28,131,167 1,199,344 12,059,707 41,390,218
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4. SEGMENT REPORTING (continued)

B) Geographical Segments (continued)

i) Net Operating Income Information (continued)
2024
Lebanon MENA Europe Total
LBP Million  LBP Million  LBP Million LBP Million
Net interest income 12,807,587 422,595 6,259,873 19,490,055
Non-interest income
Net fee and commission 5,932,712 530,792 3,513,611 9,977,115
Financial operations 8,352,837 200,700 1,881,096 10,434,633
Other operating income 831,275 3,064 7,794 842,133
Total non-interest income 15,116,824 734,556 5,402,501 21,253,881
Total external operating income 27,924 411 1,157,151 11,662,374 40,743,936
Net recovery on financial assets 933,892 (55,426) 295,007 1,173,473
Net external operating income 28,858,303 1,101,725 11,957,381 41,917,409
(ii) Financial Position Information
2025
Lebanon MENA Europe Total
LBP Million LBP Million LBP Million  LBP Million
Capital expenditures 336,583 38,191 404,366 779,140
Total assets 1,055,777,267 20,683,551 276,974,614 1,353,435,432
Total liabilities 1,017,868,368 8,228,801 223,637,829 1,249,734,998
Restated
2024
Lebanon MENA Europe Total
LBP Million  LBP Million  LBP Million LBF Million
Capital expenditures 125,750 4,031 166,948 296,729
Total assets 1,048,311,291 12,904,573 237,196,729 1,298,412,593
Total liabilities 1,028,179,308 5,370,055 190,606,840 1,224,156,203

Segment reporting assets and liabilities as at 31 December 2024 do not include those held for sale and amounting to
LBP 200,628,451 million and LBP 181,916,730 million respectively.
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9. NET TRADING (LOSS) GAIN
2025 2024
LBP Million LBP Miliion
Gain on financial instruments at fair value through profit or loss 5,261,740 1,014,290
Foreign exchange 1,006,609 1,114,520
Derivatives 1,289,484 752,211
(Loss) gain resulting from exchange of foreign currencies (*) (12,646,979) 312,092
Gain from devaluation of official exchange rates (¥¥) - 7,042,618
Dividends 1,817 2,361
(5,087,329) 10,238,092

Foreign exchange includes gains and losses from spot and forward contracts and other currency derivatives, as well
as the result of the revaluation of the daily open foreign currency positions.

Interest incomme from debt instruments at fair value through profit or loss is amounted to LBP 123,307 million during
2025 {2024 nil).

(*) During 2025 and 2024, and in order to manage its USD/LBP FX position, the Group engaged in the following
transactions:

—  During 2025, the Central bank of Lebanon approved the purchase of USD 191 million at an exchange rate
LBP 15,000 to the US dollar resulting in a loss from exchange of foreign currencies amounting to LBP
14,229,500 million (Note 35).

- During 2025, the Bank purchased from its customers local foreign currencies at a rate of LBP 15,000 to the
US Dollar, which resulted in a gain of LBP 1,582,521 million recorded in the consolidated income statement
(2024: LBP 312,092 million).

(**) In January 2024, the Central Bank of Lebanon changed the official published exchange rate from LBP 15,000
to LBP 89,500 to the US Dollar which resulted in a gain of LBP 7,042,618 million recorded in the consolidated
income statement.

10. NET GAIN ON DERECOGNITION OF FINANCIAL ASSETS AND LIABILITIES AT AMORTISED

COST
2025 2024
LBP Million LBP Million
Lebanese sovereign
Eurobonds - 199,690
Other sovereign
Govemmmental bills - 1,791
Private sector
Gain on settlement of debt issued and other borrowed funds (Note 35) 17,098,650 -

17,098,650 201,481
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11 OTHER OPERATING INCOME

2025 2024
LBP Million LBP Million
Release of provision for risks and charges (Note 37) - 4,166
Release of provision for end of service indemnities (Note 37) - 14,694
Gain arising from acquisition of a subsidiary (Note 25) - 507,343
Other income 219,676 315,930
219,676 842,133
12. NET IMPAIRMENT LOSS (RECOVERY) ON FINANCIAL ASSETS
2025 2024
LBP Miilion LBP Million
Re-measurements:
Due from banks and financial institutions (53,940} (144,083)
Loans and advances to customers at amortised cost 1,703,938 2,256,551
Financial assets at amortised cost (638) 810,015
Financial assets at fair value through comprehensive income 2,647 4,923
Financial guarantees and other commitments 30,266 53,735
1,682,273 2,981,141
Recoveries:
Loans and advances to customers at amortised cost (1,296,156) (4,327,641)
Financial guarantees and other commitments (1,038) -
(1,297,194) (4,327,641)
Net direct (recoveries) losses (246,384) 173,027
138,695 (1,173,473)

During 2024, the Group acquired Lebanese Government Eurobonds using a multiplier factor as these transactions
were settled in foreign currencies subject to de-facto capital controls. Part of these transactions occurred with existing
debtors that simultancously used the foreign currencies subject to de-facto capital controls to settle part of their
outstanding debt. As a result, for the year ended 31 December 2024, the Group recognized an impairment loss on
financial assets at amortized cost amounting to LBP 3,958,876 million and recoveries on loans and advances to
customers at amortized cost amounting to LBP 2,727,850 million. These transactions were queried by the regulator,
whereby the latter has instructed the Bank to discontinue entering into such transactions going forward. No penalties

or sanctions were imposed on the Bank as a result of these transactions.
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13. PERSONNEL EXPENSES

Salaries and related benefits
Social security contributions
End-of-service benefits {(Note 37)
Schooling

Transportation

Medical expenses

Training and seminars

Food and beverage

Others

14. OTHER OPERATING EXPENSES

Provisions for risks and charges (Note 37)
Professional fees

Information technology

Outsourcing services

Advertising fees

Electricity, water and fuel

Maintenance

Board of Directors’ fees

Insurance premiwms

Subscription to communication services
Taxes and similar disbursements
Facilities services

Travel and related expenses

Rental charges under operating leases
Telephone and mail

Premium for guarantee of deposits
Documentation and miscellaneous subscriptions
Electronic cards expenses

Regulatory charges

Hospitalisation and medical care
Donations and social aids

Office supplies

Receptions and gifts

Others

2025 2024

LBP Million LBP Million
7,792,683 7,033,661
1,007,498 842,750
652,308 364,177
430,626 369,379
171,186 194,460
74,656 175,576
35,827 26,442
13,838 9,341
261,980 129,835
10,440,602 9,145,621
Restated

2025 2024

LBP Mitlion LBP Million
15,431,325 23,996,044
1,288,596 1,038,313
1,055,747 849,709
475,315 329,100
340,585 289,249
331,756 426,538
292,039 223,710
290,863 165,236
271,295 287,194
267,424 223,006
222 869 194 384
177,887 173,568
158,950 125,733
128,774 125,813
102,972 92,009
101,762 80,640
82,511 57,728
51,938 70,101
45,089 56,967
32,009 80,438
30,224 13,700
19,125 19,028
16,423 11,794
362,454 276,115
21,583,932 29,206,617
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15. INCOME TAX

The compenents of income tax expense for the year ended 31 December are detailed as follows:

2025 2024
LBP Million LBP Million
Current tax

Current income tax 1,062,575 999,228
Adjustment in respect of current income tax relating to prior years - (108,867)
Other taxes treated as income tax 1,760 1,234,191
1,064,335 2,124,552

Deferred tax
Relating to origination and reversal of temporary differences 69,176 (69,101)
1,133,511 2,055,451

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

2025 2024

LBP Million LBP Million

Operating profit before tax from continuing operations 8,335,641 2,731,057
At applicable tax rate 2,102,596 1,177,142

Non-deductible expenses:

Non-deductible expenses and losses for carry forward 5,382 3,896,580
Non-deductible provisions 756,161 -
Unrealised losses on financial instruments 450 13,178
Other non-deductibles 2,797,450 3,990,637
3,559,443 7,900,395
Tncome not subject to tax:
Revenues previously subject to tax 3,586,403 3,825,516
Carried forward losses 256,100 928,191
Exempted revenues 570 178
Unrealised gains on financial instruments - 70,147
Other deductibles 756,391 3,254,277
4,599,464 8,078,309
Income tax 1,062,575 999,228
Effective income tax rate 12.75% 36.59%

The tax rates applicable to the parent and subsidiaries vary from 10% to 25% in accordance with the income tax laws
of the countries where the Group operates. For the purpose of determining the taxable results of the subsidiaries for
the year, the accounting results have been adjusted for tax purposes. Such adjustments include items relating to both
income and expense, and are based on the current understanding of the existing tax laws and regulations and tax
practices.
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15. INCOME TAX (continued)

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

2025 2024
LBP Miilion LBP Million
Balance at 1 January 1,525,180 269,203
Charges for the year 1,064,335 2,124,552
Transfer to tax regularisation accounts (487,778) (242,395)
Other transfers (1,235,266) 48
(658,709) 1,882,205
Less taxes paid:

Current vear tax liabilities - (1,220)
Prior year tax liabilities (557,412) (1,290,775)
(557,412) (1,291,995)
Foreign exchange difference 65,557 665,767
Balance at 31 December 374,616 1,525,180

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

2025

Income Other
Statement Comprehensive
Sfrom Income
Deferred Tax Deferred Tax  Continuing rom Continuing
Assets Liabilities  Operations Qperations

LBP Million LBP Million LBP Million LBP Million

Impairment aliowance on

financial assets 472,011 - (63,803) -
Financial instruments at  FVTOCI (151) 2,045,634 - (138,820)
Difference in depreciation rates 27,266 1,058 (3,386) -
Defined benefit obligation 18,242 (243,724} (1,987) (39,485)
Revaluation reserve - 321,900 - -
Other temporary differences - 749 - -
517,368 2,125,617 (69,176) (178,305)
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15.  INCOME TAX (continued)

2024
Income Other
Statement Comprehensive
from Income
Deferred Tax Deferred Tax  Continuing from Continuing
Assets Liabilities  Operations Operations

LBP Million LBP Million LBP Million LBP Million

Impairment allowance on

financial assets 458,049 - 68,649 -
Financial instruments at  FVTOCI 343 1,507,390 - (1,635,868)
Difference in depreciation rates 30,614 1,058 (458) -
Defined benefit obligation 18,988 (249,714) 910 (3,977
Revaluation reserve - 281,323 - 43,702
Other temporary differences - 749 - -

507,994 1,940,806 69,101 {1,596,143)

Unremitted earnings

No deferred tax liability has been recognised in respect of LBP 3,212,359 million (2024: LBP 1,658,573 million} of
remitted earnings of subsidiaries because the Group is able t0 control the timing of the reversal of the temporary
difference and it is probable that such differences will not reverse in the foreseeable future. It is not practicable to
estimate the amount of unrecognized deferred tax liabilities in respect if these unremitted eamnings.

16. EARNINGS PER SHARE

Basic eamnings per share are calculated by dividing the loss for the year atiributable to ordinary equity holders of the
Bank by the weighted average number of common shares outstanding during the year. The Bank does not have
arrangements that might result in dilutive shares. As such, diluted earnings per share was not separately calculated.

The following table shows the income and share data used to calculate earnings per share:

2025
LBP Miilion
Profit attributable to equity holders of the Bank from continuing and
discontinued operations 7,430,212
Profit attributable to equity holders of the Bank from continuing
operations 7,201,884
Profit (loss) attributable to equity holders of the Bank from discontinued
operations 228,328
Weighted average number of shares outstanding 587,419312
2025
LBP
Basic and diluted earnings per share 12,649
Basic and diluted eamings per share from continuing operations 12,260
Basic and diluted earnings (loss) per share from discontinued operations 389

2024
LBP Million
212,471
675,805
(463,334)
587,365,833

2024
LBP

362
1,151
(789)

There have been no other transactions involving common shares or potential common shares between the reporting

date and the date of authorisation of these consoclidated financial statements.
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17. CASH AND BALANCES WITH CENTRAL BANKS

Cash on hand

Central Bank of Lebanon
Current accounts
Time deposits
Accrued interest

Other central banks
Current accounts

Less: allowance for expected credit losses (Note 53)

2025 2024

LBP Million LBP Million
6,252,115 9,428,092
370,385,201 318,596,977
434,008,409 514,773,040
1,592,565 1,837,778
805,986,175 835,207,795
73,402,185 36,657,218
73,402,185 36,657,218
885,640,475 881,293,105
(16,323,933) (16,228,563)
869,316,542 865,064,542

During 2019, the Bank and the Central Bank of Lebanon signed a netting agreement for specified financial assets and
liabilities which were all settled on a net basis in prior years.

As at 31 December 2025, financial assets under balances with central banks and financial liabilities under due to central

banks that were settled on a net basis amounted to LBP 9,254,889 million (2024: the same) (Note 31).

Obligatory Reserves

- In accordance with the regulations of the Central Bank of Lebanon, banks operating in Lebanon are required to
deposit with the Central Bank of Lebanon an obligatory reserve calculated on the basis of 25% of sight commitments
and 15% of term coromitments denominated in Lebanese Pounds. This is not applicable for investment banks which
are exempted from obligatory reserve requirements on commitments denominated in Lebanese Pounds.
Additionally, all banks operating in Lebanon are required to deposit with the Central Bank of Lebanon non-interest-
bearing placements representing 11% (2024: 14%) of total deposits in foreign currencies regardiess of nature,

- Subsidiary banks operating in foreign countries are 2lso subject to obligatory reserve requirements determined based
on the banking regulations of the countries in which they operate.

The following table summarises the Group’s placements in central banks available against the obligatory reserves as

of 31 December:

Central Bank of Lebanon

Other central banks

Current accounts
Time deposits

Current accounts

2025 2024

Lebanese Foreign Lebanese Foreign
Pounds Currencies Total Pounds Currencies Total
LBP Million LBP Million LBP Million LBFP Milfion LBP Miftion  LBP Million
1,695,757 - 1,695,757 1,365,105 - 1,365,105
- 90,852,569 90,852,569 - 121,048,675 121,048,675
1,695,757 90,852,569 92,548,326 1,365,105 121,048,675 122,413,780
- 992,504 992,504 - 911,635 911,635
- 992,504 992,504 - 911,635 911,635
1,695,757 91,845,073 93,540,830 1,365,105 121,960,310 123,325,415
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18. DUE FROM BANKS AND FINANCIAL INSTITUTIONS
2025 2024
LBP Million LBP Million
Current accounts 59,968,326 69,628,806
Time deposits 90,791,611 78,835,861
Checks for collection 3,194 8,709
Accrued interest 1,538,319 1,580,162
152,301,450 150,053,538
Less: allowance for expected credit losses (Note 53) (21,162) (74,894)
152,280,288 149,978,644

As of 31 December 2025, due from banks and financial institutions include: (i) collaterals given to foreign banks for
trade finance amounting to LBP 1,897,371 million (2024: LBP 2,545,553 million); (ii) amounts subject fo seizure
from litigations against the Bank of LBP 379,475 million (2024: LBP 334,404 million}; and (iii) other restricted
amounts of LBP 1,333,907 million (2024: LBP 1,245,147 million).

19. DERIVATIVE FINANCIAL INSTRUMENTS

The Group enters into derivatives for trading and for risk management purposes. The table below shows the fair
values of derivative financial instruments recorded as assets or liahilities together with their notional amounts, The
notional amount, recorded pross, is the quantity of the derivative contracts’ underlying instrument (being an equity
instrument, commodity product, reference rate or index, etc.). The notional amounts indicate the volume of
transactions outstanding at year-end and are not indicative of either the market risk or credit risk.

Forwards
Forward contracts are contraciual agreements to buy and sell a specified finarcial instrument at a specific price and
date in the future. Forwards are customised contracts transacted in the over-the-counter market,

Options

Options are contractual agreements that convey the right, but not the obligation, for the purchaser either to buy or to
sell a specific amount of financial instrument at a fixed price, either at a fixed future date or at any time within a
specified period.

Swaps

Swaps are contractual agreements between two paities to exchange streams of payments over time based on specified
notional amounts, in relation to movements in specified underlying index such as an interest rate, foreign currency
rate, commodity index or equity index.

In a currency swap, the Group pays a specified amount in one currency and receives a specified amount in another
currency. Currency swaps are mostly gross-settled.

The Group has positions i the following types of derivatives:

Positive Fair Negative Fair Notional
31 December 2025 Value Value Amount
LBP Million LBP Million LBP Million

Derivatives held for trading
Forward foreign exchange contracts 297 116,219 7,598,992
Forward precious metals contracts 150,776 210,815 6,988,615
Currency swaps 66,133 68,857 41,360,456
Precious metals swaps 571,765 14,433 4,319,023
Currency options 131,199 131,199 12,853,588
Precious metals options 326,074 326,074 6,518,866
Credit derivatives - - 914,973
Equity options 276,509 276,509 399,206
Total 1,522,753 1,144,106 80,953,719
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19. DERIVATIVE FINANCIAL INSTRUMENTS (continued)

Positive Fair Neguative Fair Notional
31 December 2024 Value Value Amount
LBP Million LBP Million LBP Million

Derivatives held for trading
Forward foreign exchange contracts 64,218 44,291 11,245,311
Forward precious metals contracts 22,864 - 727,948
Cuwirency swaps 18,119 45,638 8,146,671
Precious metals swaps 5,115 37 278,829
Currency options 292,422 292,422 10,856,643
Credit derivatives - - 914,973
Equity options 731,646 731,646 880,712
Total 1,134,384 1,114,034 33,051,087

Derivative Financial Instruments Held for Tradiog Purposes

Most of the Group’s derivative trading activities relate to deals with customers which are normally offset by
transactions with other counterparties. Also included under this heading are any derivatives entered info for risk
management purposes which do not meet the IFRS 9 hedge accounting criteria.

20. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2025 2024
LBP Million LBP Million

Lebanese sovereign and Central Bank of Lebanon

Eurobonds 6,748,358 7,435,603

Other sovereign
Treasury bills 22,430,279 3,481,835
Eurobonds 23,467 11,637
22,453,746 3,493,472

Private sector and other securities

Mutual funds 1,162,270 1,414,939
Equity instruments 103,603 255,328
1,265,873 1,670,267

30,467,977 12,599,342

21. LOANS AND ADVANCES TO CUSTOMERS AT AMORTISED COST

2025 2024

LBP Million LBP Million

Corporate and SME 60,345,832 48,361,061
Retail and Personal Banking 61,300,082 57,357,172
Public sector 854,415 1,330,855
122,500,329 107,049,088

Less: allowance for expected credit losses (Note 53) (20,629,688) (21,252,689)
101,870,641 85,796,399
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22, LOANS AND ADVANCES TO RELATED PARTIES AT AMORTISED COST

2025 2024
LBP Million LBP Million
Corporate and SME 467 25
Retail and Personal Banking 197,788 361,823
198,255 361,848
Less: allowance for expected credit losses (Note 53) - -
198,255 361,848
23, FINANCIAL ASSETS AT AMORTISED COST
2025 2024
LBP Million LBP Million
Lebanese sovereign and Central Bank of Lebanon
Certificates of deposit 59,478,730 59,479,673
Treasury bills 2,030,722 2,041,628
61,509,452 61,521,301
Other sovereign
Treasury bills 29,767,566 29,667,785
Eurcobonds 693,618 1,370,684
30,461,184 31,038,469
Private sector and other securities
Banks and financial institutions debt instruments 10,923,559 12,573,292
Corporate debt instruments 11,323,246 8,622,102
22,246,805 21,195,394
114,217,441 113,755,164
Less: allowance for expected credit losses (Note 53) (1,183,447) (1,182,837)
113,033,994 112,572,327

During 2019, the Bank and the Central Bank of Lebanen signed a netting agreement for specified financial assets
and liabilities which were all settled on a net basis in prior vears. As at 31 December 2025, financial assets at
amortised cost and financial liabilities under due to central banks that were settled on a net basis amounted to LBP
2,638,000 million (2024: the same) (Note 31).

At 31 December 2025, Lebanese Treasury bills of LBP 1,979,141 million were pledged against term borrowings
from the Central Bank of Lebanon (2024: the same) (Note 31).

In addition, as at 31 December 2025, the Group, in agreement with credit-linked depositors, setiled deposits
amounting to USD 300 million in certificates of deposit with the Central Bank of Lebanon denominated in US Dollar
having the same nominal amount (2024: the same) (Note 33).

According to the management decision, the Group changed its intention relating to the Eurcbonds portfolio
amounting to LBP 5,992,510 million from hold to collect to trading. At the transfer effective date, 31 December
2024, the Bank’s Eurobonds portfolio was measured at fair value through profit or loss. The purpose is to allow
inclusion in the regulatory liquidity ratio.
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24, FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2025 2024
LBP Million LBP Million
Debt instruments
Other sovereign
Treasury bills 67,060 67,335
Eurobonds 1,142,280 452353
1,209,340 519,688
Private sector and other securities
Banks and financial institutions debt instruments 17,178,270 17,474,990
Corporate debt instruments 11,479,914 527,366
28,658,184 18,002,356
Equity instruments
Quoted 11,485,976 11,200,077
Unquoted 1,034,144 793,941
12,520,120 11,994,018
42,387,644 30,516,062

Equity Instruments at Fair Value through Other Comprehensive Income
The Group classified the following instruments in private sector securities at fair value through other comprehensive

income as it holds them for strategic reasons. The tables below list those equity instruments, dividends received, and
the changes in fair value net of applicable taxes:

2025
Cumulative Changes

Fair Value in Fair Value Dividends

LBP Miilion LBP Million LBP Million
Quoted 11,485,976 9,456,179 -
Hbolcim Liban sal 11,460,061 9,483,354 -
Other equity instruments 25,915 (27,175) -
Unquoted: 1,034,144 (427,419) 3,677
Bangque de I’'Habitat sal 221,143 177,957 -
Other equity instruments 813,001 (605,376} 3,677
12,520,120 9,028,760 3,677

2024
Cumulative Changes

Fair Value in Fair Value Dividends

LBFP Million LBP Million LBP Million

Quoted 11,200,077 9,228,192 -
Holcim Liban sal 11,157,643 9,228 192 -
Other equity instruments 42,434 - -
Unquoted: 793,941 (442 418) 2,480
Bangue de |"Habitat sal 15,527 7,296 -
Other equity instruments 778,414 {449,714) 2,480
11,994,018 8,785,774 2,480
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25. INVESTMENT IN AN ASSOCIATE

Acquisition of Capital B. Solutions (Holding) SAL

During March 2024, the Group’s percentage ownership in Capital B. Solutions (Helding) SAL (previously an
associate} increased from 45.54% to 100% after Audi Investments Holding SAL (100% owned subsidiary) acquired
the remaining 54.46% of the assets and liabilities of Capital B. Solutions (Holding) SAL through a transfer of shares
agreements at LBP 689,413 million. As a result, Capital B. Solutions (Flolding) SAL was accounted for under the
acquisition method.

Assets acquired and liabilities assumed
The fair values equalled the carrying values of the net identifiable agsets of Capital B. Solutions (Holding) SAL at
the date of acquisition and were LBP 1,889,687 million.

The impact on the consolidated income statement for the year ended 31 December 2024 from acquisition of Capital B.
Solutions (Holding) SAL amounted to LBP 507,343 million and is summarized below:

Pre-acquisition of Capital B. Solutions (Holding) SAL:

LBP million

Carrying value of the pre-acquisition interest in Capital B. Solutions (Holding) SAL
under equity method 692,931
Consideration paid 689,413
1,382,344

Post-acquisition of Capital B. Solutions (Holding) SAL:

Fair value of net agsets acquired 1,889,687
Net gain arising from acquisition of subsidiary (Note 11) 507,343
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26. PROPERTY AND EQUIPMENT AND RIGHT-OF-USE ASSETS (continued)

Revaluation of Land and Buildings

Fair value of the land and buildings and freehold improvements was determined using the market comparable
method. The valuations have been performed by the valuer and are based on proprietary databases of prices of
transactions for properties of similar nature, location and condition. As at the date of revaluation, the properties’
fair values are based on valuations carried out by independent valuers aceredited by the local regulators in the
countries in which the properties are situated. Gain from level 3 revaluation of LBP 518,835 million in 2025 was
recognised in other comprehensive income (2024: LBP 3,508,254 million).

Significant Unobservable Valuation Input
Description of valuation techniques used and key inputs to valvation of land and buildings:

Land.:
2025 2024
Valuation Weighted Weighted
Techmique Significant Unobservable Inputs Average* Average*
- LBP 194 LBP 190
Lebanon Market comparable method Price per sqm million million

Buildings and freehold improvements:

2025 2024
Valuation Significant Unobservable Inputs Weighted Weighted
Technigque Average* Average*
Lebanon Market comparable method Price per sgm LBI? 1.80 LB? 1.73
million million
. . LBP 1,717 LBP 1469
Switzerland Market comparable method Price per sqm million milkion

*Lebanon

In accordance with the Central Bank of Lebanon’s Intermediate Circular 659 issued on 20 January 2023, banks
may revalue their properties in US Dollar and translate the revalued amount to LBP at the Sayrafa exchange rate
at 31 December. The price above is based on the Sayrafa exchange rate of LBP 86,500 to the US Dollar (2024:

the same).

*Switzerland
The above prices are based on the official exchange rate of LBP 89,500 to the US Dollar (2024: the same).

Significant increase (decrease) in the estimated price per square meter in isolation would result in significantly
higher {(lower) fair value on a linear basis.

If land, buildings, and related improvements were measured using the cost model, the carrying amounts as of 31
December would have been as follows:

2025
Buildings and
Freehold
Land Improvements
LBP Million LBP Million
Cost 64,666 4,021,441
Accumulated depreciation - (1,091,459)

Net book value 64,666 2,929,982

76



Bank Audi sal

NOTES TO THE CONSQOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

26. PROPERTY AND EQUIPMENT AND RIGHT-OF-USE ASSETS (continued)

2024
Buildings and
Freehold
Land Improvements
LBP Million LBF Million
Cost 64,666 3,460,247
Accumulated depreciation - (840,326)
Net book value 64,666 2,619,921
27. INTANGIBLE ASSETS
Intangible assets consist of computer software and are detailed as follows:
2025 2024
LBP LBP Million
Miilion
Revaluation:
At 1 January 8,329,652 376,881
Adjustment related to prior years - 991,170
Restated balance at 1 January 8,329,652 1,368,051
Revaluation recognised in OCI {75,632) 5,571,105
Additions 438,089 232,272
Write offs - (6,499)
Foreign exchange difference 191,115 1,164,723
At 31 December 8,883,224 8,329,652
Amortisation;
At 1 January 7,894,340 314,047
Adjustment related to prior years - 688,764
Restated balance at 1 January 7,894,340 1,302,811
Revaluation recognised in OCI 27,7117 5,428,844
Amortisation during the year 244,279 125,099
Related to write offs - (6,232)
Foreign exchange difference 157,531 1,043,818
At 31 December 8,268,433 7,894,340
Net book value:
At 31 December 614,791 435,312
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28. ASSETS OBTAINED IN SETTLEMENT OF DEBT

The Group occasionally takes possession of assets in settlement of loans and advances, The Group is in the process
of selling these assets. Gains or losses on disposal are recognised in the consolidated income staternent for the

year.
Restated
2025 2024
Financial Financial
Instruments Propertics Total Instruments Properties Total
LBP Million LBP Million LBP Million LBP Million LBP Miifion LBP Million
Revalnation:
At 1 January 116,689 4,929,241 5,045,930 {,813 103,040 104,853
Revaluation recognised
in OCT 4,672 (172,656) (168,024} 114,876 4,826,201 4,941,077
At 31 December 121,361 4,756,545 4,877,906 116,689 4,929,244 5,045,930
Impairment:
At 1 January - 25,975 25,975 - 6,385 6,385
Revaluation recognised
in OCI - (88) (88) - 19,590 19,5580
Al 31 December - 25,887 25,887 - 25975 25,975
Net book value:
At 31 December 121,361 4,730,658 4,852,019 116,689 4,903,266 5,019,955

Assets in settlement of debts with a carrying amount of LBP 4,852,019 million are subject to seizure and restriction

on disposal (2024: LBP 5,019,955 million) (Note 57).

Revaluation of Assets Obtained in Settlement of Debt
Fair value of the assets acquired in settlement of debt was determined using the market comparable method. The
valuations have been performed by the valuer and are based on proprietary databases of prices of transactions for
properties of similar nature, location and condition. As at the date of revaluation, the properties’ fair values are
based on valuations carried out by independent valuers accredited by the local regulators in the countries in which
the properties are situated. 1.oss from level 3 revaluation of LBP 167,936 million in 2025 was recognised in other
comprehensive income (2024: Gain of LBP 4,921,487 million).

Significant Unobservable Valuation Input
Description of valnation techniques used and key inputs to valuation of assets acquired in settlement of debt:

Properties:
2025 2024
Valuation ‘Weighted Weighted
Technique Significant Unobservable Inputs Average* Average*
. LBP 28 LBP 29
Lebanon Market comparable method Price per sqm illion million

In accordance with the Central Bank of Lebanon’s Intermediate Circular 741 issued on 10 September 2025, banks
may revalue their properties in US Dollar and translate the revalued amount to LBP at the Sayrafa exchange rate
at 31 December. The price above is based on the Sayrafa exchange rate of LBP 89,500 to the US Dollar.
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29. OTHER ASSETS

Restated
2025 2024
LBP Million LBP Million
Prepaid charges 623,462 474,662
Tax regularisation account 499,520 273,581
Electronic cards and regularisation accounts 198,876 187,535
Interest and commissions receivable 159,425 44 376
Advances to staff 118,631 64,100
Advances on acquisition of property and equipment 81,488 50,158
Advances on acquisition of intangible assets 26,907 3,975
Management and advisory fees receivable 18,890 25,337
Hospitalisation and medical care under collection 10,533 1,040
Fiscal stamps, bullions and commemorative coins 8,385 9,403
Funds’ management fees 3,721 -
Receivables related to non-banking operations - 259,859
Other debtor accounts 5,062,531 4,604,912
6,812,369 5,998,938

Other Debtor Accounts

Other debtor accounts as at 31 December 2025 include an amount of LBP 3,377,101 million related to check
issued against lawsuits (2024 the same).

30, GOODWILL

2025 2024
LBP Million LBP Million
Cost:
At 1 January 2,906,117 654,797
Foreign exchange difference 396,769 2,251,320
At 31 December 3,302,886 2,906,117
Impairment:
At 1 January 157,767 157,767
At 31 December 157,767 157,767
Net book value:
At 31 December 3,145,119 2,748,350

Testing goodwill for impairment involves a significant amount of judgment. This includes the identification of
independent CGUs and the allocation of goodwill to these units based on which units are expected to benefit from
the acquisition. The allocation is reviewed following business reorganisations. Cash flow projections necessarily
take into account changes in the market in which a business operates including the level of growth, competitive
activity, and the impacts of regulatory change. The Group performed its antual impairment test in December 2025
and 2024.
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30. GOODWILL (continued)

As at 31 December, the carrying amount of goodwill was allocated to the following CGU:

2025 2024
LBP Million LBP Million
Private Baoking — Switzerland 3,145,119 2,748,350

This CGU does not carry on its statement of financial position any intangible assets with indefinite lives, other
than goodwill.

Recoverable Amount

The Private Banking CGU in Switzerland is a separate legal entity offering Private Banking activities to its
customers and is reported mainly under the Retail and Personal Banking business segment and the Europe
geographical segment. The recoverable amount of this CGU was determined based on a value in use calculation
using cash flow projections from financial budgets approved by Senior Management covering a five-year period,
with a terminal growth rate of 2.00% (2024: 2.00%). The forecast cash flows were discounted at a pre-tax rate of
10.00% (2024; 10.00%). Based on these assumptions, the recoverable amount exceeds the carrying amount
including goodwill by LBP 3,322,200 million (2024: LBP 6,890,367 million).

Key Assumptions Used in Value in Use Calculations and Sensitivity to Changes in Assumptions
The calculation of value in use for the Private Banking — Switzerland CGU is most sensitive to interest rate
margins, cost of equity and the projected growth rates used to extrapolate cash flows beyond the budget period.

The cost of equity assigned to an individual CGU and used to discount its future cash flows can have a significant
effect on its valuation. The cost of equity percentage is generally derived from an appropriate capital asset pricing
model, which itself depends on inputs reflecting a number of financial and economic variables including the risk
rate in the country concerned, and a premium to reflect the inherent risk of the business being evatuated. Projected
terminal growth rates used are in line with, and do not exceed, the projected growth rates in GDP and inflation
rate forecasts for the jurisdictional area where the operations reside,

Management performed a sensitivity analysis to assess the changes to key assumptions that could cause the
carrying value of the units to exceed their recoverable amount. These are summarised in the table below which
shows the details of the sensitivity of the above measures on the Group’s CGU’s value in use (VIU):

Private Banking — Switzerland
A decrease of 0.10% causes a decrease
Interest Interest margins are based on current fixed interest in the value in use by 0.19% (LBP
margins yields. 61,701 million)
{2024: 0.17% (LBP 51,697 million)).
The cost of equity is the return required for an A decrease of 0.25% causes an increase
investment to meet capital retumn requirements; itis in the value in use by 1.79% (LBP

Cost of equity often used as a capital budgeting threshold for 577,358 million}
required ratc of return. (2024: 1.94% (LBP 607,247 million)).
Growth rate is the percentage change of the A decrease of 0.5% causes a decrease in
Growth rate compounded annualised rate of growth of revenues, the value in use by 2.38% (LBP 767,426

earnings, dividends and even including macro million)
concepts such as GDP and the economy as a whole.  (2024: 2.59% (LBP 809,932 million)).

The following table presents the sensitivity of each input by showing the change required to individual current
assumptions to reduce headroom to nil (breakeven) for the Private Banking CGU in Switzerland:

2025 2024
Interest margin (6.98%) (16.25%)
Cost of equity 1.83% 4.78%
Growth rate (2.76%) (8.89%)
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31. DUE TO CENTRAL BANKS

Central Bank of Lebanon

Subsidised loans

Term borrowings under leverage arrangements
Accrued interest

Other central banks
Other borrowings

Subsidised Loans

2025 2024

LBP Million LBP Million
431,040 823,476
1,979,141 1,979,141
10,448 10,441

8,641 10,810
2,429,270 2,823,868

As at 31 December 2025, subsidised loans consist of utilised amounts on facilities granted by the Central Bank of
Lebanon for the purpose of lending to customers at subsidised rates in accordance with Decision No. 6116 dated
7 March 1996. Principals are repayable on monthly basis and based on the amounts withdrawn by the customers

(2024: the same).

Term Borrowings under Leverage Arrangements

As at 31 December 2025, leverage arrangements with the Central Bank of Lebanon represent term borrowings
denominated in LBP, bearing a 2% interest rate per annum and having maturities ranging between 2027 and 2028,
fully invested in Lebanese Treasury bills eaming coupon rates of 7.46%.

The below table summarises the leverage arrangements and related financial assets covered by enforceable netting
arrangements (financial collateral) but that do not qualify for netting under the requirements of IAS 32,

Leverage arrangements
Gross amounts

Financial collateral
Lebanese Treasury bills (Note 23)

2025 2024

LBP Million LBP Million
1,979,141 1,979,141
1,979,141 1,979,141

During 2019, the Bank and the Central Bank of Lebanon signed a netting agreement for specified financial assets
and financial Habilities which were all seitled on a net basis in prior years. As at 31 December 2025, financial
assets and financial liabilities that were settled on a net basis amounted to LBP 11,892,889 million (2024: the

same) (Notes 17 and 23).

32. DUE TO BANKS AND FINANCTAL INSTITUTIONS

Current accounts
Term loans
Time deposits
Accrued interest

2025 2024

LBP Million LBP Million
7,697,519 16,801,605
5,645,564 6,734,952
2,322 2,322

52 48
13,345,457 23,538,927
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32, DUE TO BANKS AND FINANCIAL INSTITUTIONS (continued)

Term loans represent loans granted from various supranational entities for the purpose of financing small and
medium-size enterprises in the private sector. During 2021, in light of the social, economic and banking sector
condttions in Lebanon and the impending government reform program, lenders have agreed on a voluntary basis
and at the request of the Bank, to amend certain terms of their loan agreements, amongst others, the repayment
schedule and the maturity date. Remaining balance of these loans amounted to LBP 5,645,564 million as at 31
December 2025 (2024: LBP 6,734,952 million) with annual interest rates at 0.00% (2024: the same).

33. CUSTOMERS’ DEPOSITS

Sight deposits
Time deposits
Margins on LC’s and LG’s
Other margins
Other deposits

Deposits pledged as collateral

Sight deposits
Time deposits
Margins on L.C’s and LG’s
Other margins
Other deposits

Deposits pledged as collateral

2025
Retail and
Corporate and Personal Public
SME Banking Sector Total
LBP Million =~ LBP Million  LBP Million =~ LBP Million
70,595,643 664,034,521 8,095,764 742,725,928
27,907,798 371,330,403 2,234,772 401,472,973
7,077,350 532,165 - 7,609,515
69 - - 69
3,697 763,812 - 767,509
105,584,557  1,036,660,901 10,330,536  1,152,575,994
120,318,035
2024
Retail and
Corporate and Personal Public
SME Banking Sector Total
LBP Million LBP Million LBP Million LBP Million
70,628,739 604,112,659 1,229,074 675,970,472
26,012,505 389,934,407 2,633,594 418,580,506
11,904,273 298,378 - 12,202,651
63 - - 63
7,663 954,904 - 962,567
108,553,243 995,300,348 3,862,668 1,107,716,259
52,699,484

Credit linked deposits are deposits whereby the principal is settled at maturity according to the foll discretion of
the Group either in cash or in Lebanese government Ewrobonds. In agreement with such depositors, the Bank
settled deposits amounting to USD 300 million in certificates of deposits with the Central Bank of Lebanon
denominated in US Dollar and having the same nominal amount as at 31 December 2025 (2024; the same) (Note
23). Remaining credit linked deposits amounted to USD 10 million as at 31 December 2025 (2024 the same).
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4. DEPOSITS FROM RELATED PARTIES

2025
Corporate and  Retail and Personal
SME Banking Total
LBP Miilion LBP Million LBP Million
Sight deposits 119,501 748,641 868,142
Time deposits 26,419 434,536 460,955
Other deposits and margin accounts 87,935 1 87,936
233,855 1,183,178 1,417,033
Deposits pledged as collateral 108,345
2024
Corporate and  Retail and Personal

SME Banking Total
LBP Million LBP Million LBP Million
Sight deposits 337,443 1,973,686 2,311,129
Time deposits 30,839 1,092,016 1,122,855
Other deposits and margin accounts 90,399 12,947 103,346
458,681 3,078,649 3,537,330
Deposits pledged as collateral 269,318

3s. DEBT ISSUED AND OTHER BORROWED FUNDS
2025 2024
LBP Million LBP Million
USD 116,560,000 due 19 April 2027 - 5.00% 10,428,472 10,428,472
USD 112,500,000 due 11 April 2024 — 6.55% + Telerate 6m - 10,068,750
USD 37,500,000 due 11 April 2024 — 6.55% + Telerate 6m - 3,356,250
Accrued interests 101,195 89,746
10,529,667 23,953,218

The principal of the loans is to be repaid at maturity. Any principal amount of the loans prepaid may not be re-

borrowed. Prepayment on the loans is applicable as follows:

USD 116,560,000 Due 19 April 2027 - 5.00%

2025 2024

LBP Million LBP Miilion

Nominal value 10,432,120 10,432,120
Upfront interest (3,648) (3,648)
10,428,472 10,428,472
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3s. DEBT ISSUED AND OTHER BORROWED FUNDS (continued)

USD 116,560,000 Due 19 April 2027 — 5.00% (continued)
Notes issued on 19 April 2022 in exchange of previous notes issued in September 2013. The terms and conditions
for the notes are as follows.

- Maturity date: 19 April 2027.

- Upfront interest payment of 10% payable on 19 April 2022, subject to 10% withholding tax.

- Interest payment of 5% p.a., subject to 10% withholding tax, which will start to accrue on 19 April 2022
and will be payable quarterly in arrears.

Put option at the discretion of the noteholder who may choose to redeem the note at 90.5% of principal
amount. The settlement date of the put opticn is 19 May 2022.

In connection to the exchange, a cash amount of USD 118.6875 per 1,000 in principal amount is payable,
grossed up, on 19 April 2022,

- These notes are not eligible for integration in Tier 2 in the calculation of the capital adequacy ratio.
Starting the first anniversary of the issue on 19 April 2023 and after giving a redemption notice, the Bank
has the option to redeem in whole but not in part the Notes, including accrued and unpaid interest, noting
that the principal amount will be redeerned at 92% of face value. If early redemption is not exercised by
the Bank, the redemption percentage will increase thereafter incrementally by 2% at each anniversary
date.

On 11 May 2022, the General Assembly resolved to approve: (i) granting of a put option in favour of the holders
of the 2022 subordinated notes issued on 19 April 2022 pursuant to the resolution of the Ordinary General
Assembly meeting held on 12 February 2021, and (ii) all other terms of the 2022 subordinated notes, as per the
Board of Directors’ proposal and recommendations.

As at 19 May 2022, holders of notes representing approximately USD 230 million had exercised the put option
out of USD 347 million outstanding (66% of the total),

USD 112,500,000 Due 11 April 2024 — 6.55% + Telerate 6m and USD 37,500,000 Due 11 April 2024 — 6.55%

+ Telerate 6m

The principal amount of the loan (and any interest accrued but unpaid) will rank (i) junior in right of payment to
the claims of the holders of unsecured and unsubordinated payment obligations of the Bank; (ii) paripassu with
the claims of holders of all other subordinated indebtedness of the Bank and (iii) in priority to the claims of
sharcholders of the Bank, including in respect of cash contributions to capital. Following satisfaction of
unsubordinated claims as aforesaid, the lender shall be entitled to receive and to retain any payment or distribution
in respect of the loan and all other amounts outstanding on a paripassu basis with other subordinated indebtedness.

If on a particular interest payment date, the Group does not have free profits available to pay the full amount of
accrued and unpaid interest then due in respect of the ioan, the Group’s obligation to pay such interest shall be
deferred and become due and payable on the next interest payment date, to the extent of free profits then available,
and if not then available, such deferral shall continue until the interest payment date when all interests have been
paid in full on final maturity date.

The Group determined that the matters disclosed in Note ! will have an impact on the retained eamings and
reserves leading to a need for recapitalisation, the amount of which has not been determined yet due to the high
level of uncertainty of resulting from these matters. This matter is under objection by the lender. However, the
Group believes it is in a strong position. As at 31 December 2024, deferred interest payable amounted to LBP
5,432,271 million and was recorded under “Other liabilities” (Note 36).

The Group shall, on any interest payrent date or not less than 30 days' prior written notice, have the right to prepay
the entire outstanding principal amount of the loan, in whole but not in part, together with accrued but unpaid
interest thereon, and all other amounts payable, and subject to the approval of the Central Bank of Lebanon:

- In the event of a change in Lebanese law or regulation resulting in an increase in the withholding tax rate
applicable to payments of interest on the loans to more than 5.00% above the rate in effect on the date of
the disbursement. No penalty or premium shall be payable in connection with any prepayment following
changes in taxation; or

- Subject to the payment of a premium of 2.00% of the outstanding principal amount of the loans to be
prepaid, at the option of the Group, on any interest payment date at any time after the fifth anniversary of
the date on which the loan is disbursed.
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35, DEBT ISSUED AND OTHER BORROWED FUNDS (continued)

USD 112,500,000 Due 11 April 2024 — 6.55% + Telerate 6m and USD 37,500,000 Due 11 April 2024 — 6.55%
+ Telerate 6m (continued)

Given the delays in issuing the needed banking restructuring law as one of the measures in dealing with the existing
and persisting crisis in Lebanon, and the fact this subordinated debt matured on 11 Aprl 2024, the Group
communicated with the Central Bank of Lebanon the urgency in determining how to handle maturing subordinated
debt. On 15 April 2024 the Central Bank of Lebanon communicated to the Group that the Central Council of the
Central Bank of Lebanon finds not permissible any payment on the subordinated debt before a banking
restructuring law is issued, which is being challenged by the lender. Despite the directive of the Central Council
of the Central Bank, the lender went ahead and filed a lawsnit against the Group oun 2 August 2024. The Group
filed its defense on the matter on 27 September 2024. A full settlement agreement was signed and executed on 10
April 2025, The approval of the Central Bank of Lebanon on the settlement agreement was obtained on 14 March
2025, On 14 April 2025, the Group executed the settlement agreement with the lender and accordingly the claims
were dismissed and an amount of USD 191 million equivalent to LBP 17,098,650 million was written-back and
recorded under “Net gain on derecognition of financial instruments at amortised cost” (Note 1) out of which an
amount of LBP 4,058,879 million previously provided for under “Provision for risks and charges”. The Central
Bank of Lebanon approved the simultaneous purchase of USD 191 million at an exchange rate of LBP 15,000 to
the US Dollar resulting in a loss from exchange of foreign currencies amounting to LBP 14,229,500 million (Note
9).

Cash and Non-cash Changes in Debt Issued and Other Borrowed Funds
Changes in debt issued and other borrowed funds during the year were as follows:

2025 2024
LBP Million LBP Million
Balance at 1 January 23,953,218 4,063,130
Interest expense 521,733 996,445
Interest paid during the year (520,284) {525,053)
Write off (7,607,500) -
Paid during the year (5,817,500) -
Foreign exchange - 19,418,696
Balance at 31 December 10,529,667 23,953,218
36. OTHER LIABILITIES
2025 2024
LBP Million LBP Million
Bankers’ drafts 5,216,718 6,265,233
Accrued expenses 2,682,838 2,058,416
Operational taxes 584,279 563,971
Lease liabilities 496,575 454,495
Electronic cards and regularisation accounts 373,412 284,517
Saocial security dues 108,250 109,805
Miscellaneous suppliers and other payables 75,327 43,384
Employee accrued benefits 74,781 108,367
Deferred interest payable (Note 35) - 5,432,271
Other credit balances 3,959,654 2,986,921
13,571,834 18,307,380

Bankers’ drafis as at 31 December 2025 and 2024 consist of checks paid to depositors that have not yet been
withdrawn from the Central Bank of Lebanon or other Lebanese banks.
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36. OTHER LIABILITIES (continued)

Set out below are the carrying amounts of lease liabilities and the moverents during the year ended 31 December:

Balance at 1 January
Additions

Interest expense
Termination

Paid during the year
Foreign exchange

Balance at 31 December

37. PROVISIONS FOR RISKS AND CHARGES

Provisions for risks and charges (a)
Provisions for ECL on financial guarantees and commitments (Note 53)
End-of-service benefits (b)

a) Provisions for risks and charges

Provision for legal claims
Other provisions

Balance at | January
Add:
Charge reflected under operating expenses (Note 14)

Less:
Paid during the year
Net provisions recoveries (Note 11)
Transfer from current tax liabilities
Write back (Note 35)

Foreign exchange difference

Balance at 31 December

2025 2024

LBP Million LBP Million
454,495 102,371
93,360 -
8,167 8,508
(40,270) -
(72,307) (132,104)
53,330 475,720
496,575 454,495
Restated

2025 2024

LBP Million LBP Million
47,593,521 35,070,323
316,682 283,457
3,519,568 3,709,961
51,429,771 39,063,741
2025 2024

LBP Million LBP Million
385,805 296,198
47,207,716 34,774,125
47,593,521 35,070,323
2025 2024

LBP Million LBP Million
35,070,323 3,038,218
15,431,325 23,996,044
(299,968) (637,819)

- (4,166)

1,235,266 -
(4,058,879) -
215,454 8,678,046
47,593,521 35,070,323
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37 PROVISIONS FOR RISKS AND CHARGES (continued)

b} End-of-service Benefits

Entities operating in Lebanon have two defined benefit plans covering all their employees. The first requires
confributions to be made to the National Social Security Fund whereby the entiflement to and level of these
benefits depend on the employees’ length of service, as well as on the employees’ salaries and contributions paid
to the fund among other requirements. Under the second plan, no contributions are required to be made, however
a fixed end-of-service lump sum amount should be paid for long service employees. The entitlement to and level
of these end-of-service benefits provided depend on the employees’ length of service, salaries and other
requirements outlined in the Workers” Collective Agreement. The first plan described above also applies to non-
banking entities operating in Lebanon. Defined benefit plans for employees at foreign subsidiaries and branches
are set in line with the laws and regulations of the respective countries in which these subsidiaries are located.

The movement of provision for staff retirement benefit obligations is as follows:

2025

Foreign
Lebanon Countries Total
LRBP Million LBP Million LBP Million
Balance at 1 January 2,486,231 1,223,730 3,709,961
Charge for the year (Note 13) 363,852 288,456 652,308
Paid during the year (404,556) (255,922) (660,478)
Actuarial gain on obligation — experience 4,067 (1,307) 2,760
Actuarial loss on obligation — economic assumptions (69,991) (269,109) (339,100)
Foreign exchange difference - 154,117 154,117
Balance at 31 December 2,379,603 1,139,965 3,519,568

2024

Foreign
Lebanon Couniries Total
LBP Million LBP Million LBP Million
Balance at 1 Jannary 1,236,131 179,826 1,415,957
Charge for the year (Note 13) 199232 164,945 364,177
Paid during the year (318,488) (187,898) (506,386}
Actuarial gain on obligation — experience 1,197,587 {10,675) 1,186,912
Actuarial loss on obligation — economic assumptions 163,225 (8,427) 154,798

Actuarial loss on obligation — demographic
assumptions 23,238 269,609 292,847
Provision no more required (Note 11) (14,694) - (14,694)
Foreign exchange difference - 816,350 816,350
Balance at 31 December 2,486,231 1,223,730 3,709,961
The charge for the year is broken down as follows:

2025 2024
LBP Million LBP Million
Current service cost 371,163 229,808
Interest on obligation 281,145 134,369
652,308 364,177
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3.

b) End-of-service Benefits (continued)

PROVISIONS FOR RISKS AND CHARGES (continued)

The key assumptions used in the calculation of retirement benefit obligation are as follows:

Economic assumptions
Discount rate {p.a.)
Inflation rate {p.a.)

Salary increase (p.a.)
Coming year:
Employees
Senior Managers
Thereafter:
Employees
Senior Managers

Expected annual rate of retum on
NSSF contributions

Expected future pension increases

Interest crediting rate

Treatment of bonus

Demographic assumptions
Retirement age

Pre-termination mortality

Pre-termination turnover rates
(age related with average of)

Lebanon Switzerland

2025 2024 2025 2024

14.00% 14.00% 1.35% 0.95%

None None 0.90% 1.10%

4.00% 5.00% 1.35% 1.35%

4.00% 5.00% 1.35% 1.35%

None None 1.35% 1.35%

None None 1.35% 1.35%

3.00% 3.00% None None

None None 1.35% 1.50%

None None None None

None None None None

Earliest of age 64 Earliest of age 64 or Age65for men  Age 65 for men

or completion of completion of 20 and 64 for women and 64 for women

20 contribution  contribution years

years

None None BVG 2020+ BVG2020+ 1.5%

1.5%

3.50% — 25.00%

3.50% — 25.00%

4.20% - 25.20%

A quantitative sensitivity analysis for significant assumptions is shown as below:

Impact on net defined
benefit obligation — 2025
fmpact on net defined benefit

obligation - 2024

Discount Rate

4.20% - 25.20%

Future Salary Increase

% Increase

LBP LBP Million

Million

(150,572)

(153,131)

% Decrease % Increase % Decrease
LBP LBP Miliion

Million
172,025 948 (924)
175,288 2,985 (2,924)

The sensitivity analysis above was determined based on a method that extrapolates the impact on the defined
benefit obligation as a result of 25 basis point changes in key assumptions occurring at the end of the reporting
period. The sensitivity analysis is based on a change in significant assumption, keeping all other assnmptions
constant. The sensitivity analysis may not be representative of an actual change in the defined benefit obligation
as it is unlikely that changes in assumptions would occur in isolation from one another.

88



Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

38. SHARE CAPITAL AND ISSUE PREMIUM

Share Capital
The share capital of Bank Audi sal as at 31 December is as follows:
2025 2024
Share Issue Share Issue
Number of Capital Premium MNumber of Capital Premium
Shares LBP Million LBP Million Shares LBP Million  LBP Million
Comirmon shares 588,538,215 982,859 902,290 588,538,215 082,859 902,250
Preferred shares series “H” 750,000 ‘ 1,252 111,811 750,000 1,252 111,811
Preferred shares series 17 2,500,000 4,175 372,700 2,500,000 4,175 372,700
Preferred shares series “J» 2,750,000 4,593 409,969 2,750,000 4,593 409,969
6,000,000 10,020 894,480 6,000,000 10,020 894,480
594,538,215 992,879 1,796,770 594,538,215 992,879 1,796,770
Listing of Shares
2025 2024
Stock Number of Stock Number of
Exchange Shares Exchange Shares
Ordinary shares Beirut 468,898,454 Beirut 468,898 454
Global depository receipts Beirut 119,639,761 Beirut 119,639,761
Preferred shares Beirut 6,000,000 Beirut 6,000,000
594,538,215 594,538,215

The Board of Directors has approved the delisting of the global depository receipts from the London SEAQ on 29
July 2020. The delisting became effective on 6 November 2020.

Preferred shares
1. Pursuant to the resolution of the Extraordinary General Assembly of sharcholders held on 15 April 2013, the
Bank issued series “H” preferred shares under the following terms:

Preferred shares series "H"”

- Number of shares: 750,000.

- Share’s issue price: USD 100.

- Share’s nominal value:  LBP 1,299 (later became LBP 1,670 upon increasing the nominal value).

- Issue premium: Calculated in US> as the difference between USD 100 and the counter value
of the par value per share based on the exchange rate at the underwriting dates.

- Benefits: Annual non-cumulative dividends of USD 4.5 per share for the year 2013, and

USD 6.5 for each subsequent year.
- Repurchase right: The Bank has the right to repurchase the shares in 7 years after issuance, as

well as to call them off by that date.

The Extraordinary General Assembly of shareholders held on 21 June 2013 validated and ratified the capital
increases according to the aforementioned terms for preferred shares series “H”.
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38, SHARE CAPITAL AND ISSUE PREMIUM (continued)

2. Pursuant to the resolution of the Extracrdinary General Assembly of shareholders held on 29 November
2016, the Bank issued preferred shares series “I” under the following terms:

Preferred shares sevies "I

- Number of shares: 2,500,000.

- Share’s issue price: USD 100.

- Share’s nominal value:  LBP 1,656 (later became LBP 1,670 upon increasing the nominal value).

- Issue premium: Calculated in USD as the difference between USD 100 and the countervalue
of the par value per share based on the exchange rate at the underwriting
dates.

- Benefits: Annual non-cumulative dividends of USD 3 per share for the year 2016, and
USD 7 for each subsequent year.

- Repurchase right: The Bank has the right to repurchase the shares in 5 years after issuance, as
well as to call them off by that date.

- Conversion: Mandatorily convertible into 15 common shares in case: 1) Common Equity

Tier 1 to risk-weighted assets falls below 66.25% of minimum required by
the Central Bank of Lebanon; or 2) the Bank is deemed non-viable by the
Cenfral Bank of Lebanon without such a conversion.

The Extracrdinary General Assembly of shareholders held on 21 December 2016 validated and ratified the
capital increase according to the aforementioned terms.

3. Pursuant to the resolution of the Extraordinary General Assembly of shareholders held on 21 July 2017,
the Bank issued preferred shares series “F” under the following terms:

Preferved shares series “J"

- Number of shares: 2,750,000.

- Share’s issue price: USD 100.

- Share’s nominal value:  LBP 1,663 (later become LBP 1,670 upon increasing the nominai value).

- Issue premium: Calculated in USD as the difference between USD 100 and the counter value
of the par value per share based on the exchange rate at the underwriting
dates.

- Benefits: Annual non-cumulative dividends of USD 4 per share for the year 2017, and
USD 7 for each subsequent year.

- Repurchase right: The Bank has the right to repurchase the shares in 5 years after issuance, as
well as to call them off by that date.

- Conversion: Mandatorily convertible into 15 common shares in case: 1) Common Equity

Tier 1 to risk~-weighted assets falls below 66.25% of minimum required by
the Central Bank of Lebanon; or 2) the Bank is deemed non-viable by the
Central Bank of Lebanon without such a conversion.

The Extraordinary General Assembly of shareholders held on 27 October 2017 validated and ratified the
capital increase according to the aforementioned terms.

Paid Dividends
In accordance with Central Bank of Lebanon Intermediate Circular 367, 616, 659, 676, 726 and 741 no dividends
were distributed from 2019, 2020, 2021, 2022, 2023, and 2024 results.

39. CASH CONTRIBUTION TO CAPITAL

In previous years, agreements were entered between the Bank and its shareholders whereby the shareholders granted

cash contributions to the Bank amounting to USD 48,150,000 (equivalent to LBP 72,586 million) subject to the

following conditions:

- These contributions will remain as long as the Bank performs banking activities,

- If the Bank incurs losses and has to reconstitute its capital, these contributions may be used to cover the losses
if needed.

- The shareholders have the right to use these contributions to settle their share in any increase of capital.

- No interest is due on the above contributions.

- The above cash confributions are considered as part of Tier 1 capital for the purpose of determining the Bank’s
capital adequacy ratio.

- The right to these cash contributions is for the present and future shareholders of the Bank.
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40, NON-DISTRIBUTABLE RESERVES

Unrealised
Reserve Gain on
Reserves Gair on Jfor  Fair Value
Appropriated Sale of  General through  Reserve for
Legal Sor Capital Treasury  Banking Profitor  Foreclosed Other
Reserve Increase Shares Risks Loss Assets Reserves Total
LBP Miilion  LBP Million LBP Million LBP LBP Million LBP Million LBP Million LEBP Million
Miilion
Balance at 1 Janoary 2025 692,956 39,955 6,640 18,327 14,835 11,406 1,804,256 2,588,375
Appropriation of 2024
profits 140,786 - - - - - - 140,786
Treasury share transactions - - 33,079 - - - - 33,079
Enftities deconsolidated (52,340) (52,340)
Balance at 31 December 11,406 1,804,256
2025 781,402 39,955 39,719 18,327 14,835 2,709,900
Unrealised
Reserve Gain on
Reserves Gain on Sfor  Fair Value
Appropriated Saleaf  General through  Reserve for
Legal for Capital Treasury  Banking Prafitor  Foreclosed Other
Reserve Increase Shares Risks Loss Assets Reserves Total
LBP Million LBP Million LBP Million LBP Million LEP Millien  LBP Million LBP Million LBP Million
Balance at 1 January 2024 639,935 39,955 6,640 18,327 14,835 11,406 1,804,256 2,535,354
Appropriation of 2023
profits 53,021 - - - - - - 53,021
Balance at 31 December 2024 692,956 39,955 6,640 18,327 14,835 11,406 1,804,256 2,588,375
Legal Reserve

The Lebanese Commercial Law and the Bank’s articles of association stipulate that 10% of the net annual profits
be transferred to legal reserve. In addition, subsidiaries and branches are also subject to legal reserve requirements
based on the rules and regulations of the countries in which they operate. This reserve is not available for dividend
distribution.

The Group transferred to legal reserve an amount of LBP 140,785 million (2024: LBP 53,021 million) as required
by the laws applicable in the countries in which they operate.

Reserves Appropriated for Capital Increase

This amount represents the net gain on the disposal of fixed assets acquired in settlement of debt, in addition to
reserves on recovered provisions for doubtful loans and debts previously written off, whenever recoveries exceed
booked allowances,

Gain on Sale of Treasury Shares
These gains arise from the Global Depository Receipts (GDRs) owned by the Group. Based on the applicable
regulations, the Group does not have the right to distribute these gains.

Other Reserves

According to the Central Bank of Lebanon’s Main Circular 143, banks in Lebanon are required to transfer to other
reserves the balance of reserves for general banking risks and general reserves for loans and advances (totalling LBP
889,720 million) previously appropriated in [ine with the requirements of Decision 7129 and Decision 7776
respectively. In accordance with the resolution of the Bank’s General Assembly held on 30 June 2022 and Central
Bank of Lebanon’s letter dated 27 January 2022, an amount of LBP 479,263 million was transferred from
distributable reserves (for the gain from sale of subsidiaries) and an amount of LBP 165,414 million was transferred
from retained earnings (for dividends distributed by foreign subsidiaries). This reserve is part of the Group’s equity
and is not available for distribution.
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Reserve for Unrealised Revaluation Gains on Financial Assets at Fair Value through Profit or Loss

As per the Banking Control Commission’s Circular 296 dated 4 June 2018, banks operating in Lebanon are
required to appropriate in a special reserve from their annual net profits the value of gross unrealised profits on
financjal assets at fair value through profit or loss. This reserve is not available for dividend distribution until such
profits are realised and released to general reserves.

Reserve for Foreclosed Assets

The reserve for foreclosed assets represents appropriation against assets acquired in settlement of debt in
accordance with the circulars of the Lebanese Banking Control Commission. Appropriations against assets
acquired in settlement of debt shall be trapsferred to unrestricted reserves upon the disposal of the related assets.

41. DISTRIBUTABLE RESERVES

General Cost of
Reserves  Capital Issued Total
LBP Miltion = LBP Million = LBP Million

Balance at 1 January 2025 43,453 (7,458) 35,995

Entities deconsolidated - 7,458 7.458

Balance at 31 December 2025 43,453 - 43,453
General Cost of

Reserves  Capital Issued Total

LBP Million LBP Million LBP Million

Balance at 1 January 2024 and 31 December 2024 43.453 (7,458) 35,995

42. PROPOSED DIVIDENDS

In accordance with Central Bank of Lebanon Intermediate Circulars 567, 616, 659, 676, 726 and 741 the Board
of Directors does not propose the payment of dividends for the years 2025, 2024, 2023, 2022 and 2021.

43, TREASURY SHARES

2025 2024
Number of Cost Number of Cost
Shares LBP Million Shares LBP Million
Balance at 1 January 1,172,382 8,392 1,172,382 8,392
Sale of Treasury Shares (160,000) (1,146) - -
Balance at 31 December 1,012,382 7,246 1,172,382 8,392
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44.  OTHER COMPONENTS OF EQUITY

Actuarial
Foreign Loss on
Cumulative Currency Defined
Revaluation Changes in Transiation Benefit
Reserve Fair Value Reserve Obligation Total
LBP Million LBP Million LBP Million LBP Million LBF Million
Balance at 1 January 2025 26,513,396 8,807,225 47,281,624  (2,715,634) 79,886,611
Other comprehensive income from continuing
operations 302,812 735,846 5,090,016 296,854 6,425,528
Gain on derecognition reclassified to the income
statement - (74,185) - - (74,185)
Foreign currency translation of other
components of equity 121,729 (101,516) 46,661 (66,874} -
Balance at 31 December 2025 26,937,937 9,367,370 52,418,301 (2,485,654} 86,237,954
Actuarial
Foreign Loss on
Cumulative Currency Defined
Revaluation Changes in Translation Benefit
Reserve Fair Value Reserve Obligation Total
LBP Mitfion  LBP Million LBP Million LBF Million LBP Million
Balance at 1 January 2024 16,917,281 1,260,006 7,819,519 (847,673) 25,149,133
Adjustment related to prior years 277,790 - - - 277,790
Restated balancs at 1 Japuary 2024 17,195,071 1,260,006 7,819,519 (847.673) 25,426,923
Other comprehensive income from continuing
operations 8,626,970 8,184,216 39,551,585 (1,639,282) 54,723,489
Sale of FVTOCI - (263,801) - - (263,801}
Foreign currency translation of other
components of equity 691,355 (373,196) (89,480) (228,679)
Balance at 31 December 2024 26,513,396 8,807,225 47,281,624 (2,715,634) 79,886,611

Real Estate Revaluation Reserve

Effective 31 December 2014, the Group made a voluntary change in its accounting policy for subsequent
measurement of two classes of property and equipment being i) Land and ii} Building and Building Improvements

from cost to revaluation model.

Cumulative Changes in Fair Value

The cumulative changes as at 31 December represent the fair value differences from the revaluation of financial
assets measured at fair value through other comprehensive income. The movement during the year can be

summarised as follows:

Change in Deferred
Fair Value Tax Net
LBP Million  LBP Million = LBP Million
Balance at 1 January 2025 10,714,272 (1,907,047) 8,807,225
Other comprehensive income from continuing operations 874,666 (138,820) 735,846
Gain on derecognition reclassified to the income statement (74,185) - (74,185)
Foreign currency transiation of other components of equity (101,516) - (101,516)
Adjustments (82) 82 -
Balance at 31 December 2025 11,413,155 (2,045,785) 9,367,370
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44, OTHER COMPONENTS OF EQUITY (continued)

Change in Deferred
Fair Value Teax Net
LBP Million LBP Million LBP Million
Balance at 1 January 2024 1,533,676 (273,670} 1,260,006
Other comprehensive income from continuing operations 9,820,084 (1,635,868) 8,184,216
Sale of FVTOCI {263,801} - (263,801}
Foreign currency translation of other components of equity {373,196) - (373,196)
Adjustments (2,491) 2,491 -
Balance at 31 December 2024 10,714,272 (1,907,047} 8,807,225

45. ASSETS AND LIABILITIES HELD FOR SALE

Odea Bank A.§

On 14 October 2024, the Bank signed a shares purchase agreement for the sale of its 76.4% intetest in the share
capital of Odea Bank A.S. The transaction was executed on 26 March 2025, following the satisfaction of
customary regulatory conditions, including obtaining the approvals of the Banking Regulation and Supervision
Authority and the Competition Authority in Tiirkiye. The parties agreed on a purchase price for the shares less
reductions (if any) made pursuant to the contract. No impairment for Odea Bank A.$ has been recognised under
IFRS 5 as at 31 December 2024, Impairment under IFRS 5 is calculated as the difference between fair value less
disposal costs and the carrying value of the disposal group. The fair value is determined by reference to the
purchase price agreed upon between the two parties, taking into consideration potential reductions to be made
pursuant to the contract. The fair value less disposal costs and the expected contribution exceeds the net asset
value as at 31 December 2024,

Assets and liabilities included in disposal groups classified as held for sale:

Odea Bank A.§  Odec Bank A.S

2025 2024
LBP Million LBP Million
Cash and balances with central banks - 33,504,059
Due from banks and financial institutions - 13,225,753
Loans to banks and financial institutions and reverse repurchase
agreements - 7,179,637
Derivative financial instruments - 1,047,604
Financial assets at fair value through profit or loss - 5,846,092
Loans and advances to customers at amortised cost - 68,274,353
Financial assets at amortised cost - 35,527,493
Financial assets at fair value through other comprehensive income - 23,024,470
Property and equipment and right-of-use assets - 1,535,729
Intangible assets - 2,448.277
Assets obtained in settlement of debt - 589,277
Deferred tax assets - 5,613,486
Other assets - 2,812,221
Total assets classified as held for sale - 200,628,451
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Odea Bank A.§  Odea Bank A.§
2025 2024
LBP Million LBP Million
Due to central banks - 12,882
Due to banks and financial institutions - 10,700,774
Due to banks under repurchase agreement - 17,499,049
Derivative financial instruments - 1,789,173
Customers’ deposits - 121,919,956
Debt issued and other borrowed funds - 25,512,561
Other liabilities - 3,255,273
Provisions for risks and charges ’ - 1,227,062
Total liabilities classified held for sale - 181,916,730
Net assets classified as held fer sale - 18,711,721
Attributable to:

Equity holders of the parent - 15,375,316
Non-controlling interests - 3,336,405
- 18,711,721

Reserves related to assets held for sale:
Real estate revaluation reserve - 198,385
Cumulative changes in fair value - {590,741)
Foreign currency translation reserve - 9,572,018
Actuarial loss on defined benefit obligation - (165,856)
- 9,013,806

The carrying value of the disposal group is stated after the elimination of internal balances between Odea Bank
A.S and the remaining entities within the Group of LBP 4,537,192 million. Internal balances have been considered
in determining the carrying value of the disposal groups held for sale for the purposes of measuring the disposal

group at the lower of carrying amount and fair value less costs to sell.

The disposal groups above meet the requirements for presentation as a discontinued operation. As such, the results,
which have been presented as the profit after tax and non-confrolling interest in respect of the discontinued
operation on the face of the Group income statement, are analysed in the income statement below. The income
statement and the statement of comprehensive income below represents two-months of results as discontinued

operations to 28 February 2025 (cut-off date) compared to the year ended 31 December 2024,

Odea Bank A.8 Qdea Bank 4.5

2025 2024

LBP Million LBP Million

Interest and similar income 5,744,247 42,306,056
Interest and similar expense (5,792,926) (46,426,352)
Net interest expense (48,679) (4,120,296)
Fee and commission income 363,231 2,392,355
Fee and commission expense (44,577) (243,166)
Net fee and commission income 318,654 2,149.189
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QOdea Bank A.§ Odea Bank 4.5
2025 2024
LBP Million LBF Million
Net trading gain 309,782 4,760,663
Other operating income 680,187 2,003,053
Total operating income 1,259,944 4,792,609
Net recovery on financial assets 267,161 1,593,849
Net operating income 1,527,105 6,386,458
Personnel expenses (1,164,301) (6,083,970)
Other operating expenses (636,425) (3,108,473)
Depreciation of property and equipment and right-of-use assets (132,100) (693,556)
Amortisation of intangible assets (106,680() (514,563}
Total operating expenses (2,039,506) (10,400,562)
Operating loss {(512,401) (4,014,104)
Loss before tax (512,401} (4,014,104)
Income tax 403,308 3,340,211
Laoss for the year (109,093) (673,893)
Transfer from other comprehensive income (469,977) -
Gain on sale for the period from discontinued operations 781,673 -
Profit (loss) for the year 202,603 (673,893)
Attributable to:
Equity holder of the parent 228,328 (463,334)
Non-controlling interests (25,725) (210,559)
202,603 (673,893)
Other comprehensive income relating to discontinued operations is as follows:
Odea Bank A.§ Odea Bank A.§
2025 2024
LBP Million LEBP Million
Profit for the year 202,603 (673,893
Other comprehensive (loss) income that will be reclassified
to the income statement in subsequent periods
Foreign currency translation
Exchange differences on translation of foreign operations (447,874) 12,510,626
Net foreign currency translation (447,874) 12,510,626
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Odea Bank A.S Odea Bank 4.5
2025 2024
LBP Miliion LBP Million
Cash flow hedge
Net hedging gain arising during the year - 48,012
Gain reclassified to income statement - (50,566)
Tax effects - {(8,103)
Net change in cash flow hedge - {10,657)
Debt instruments af fair value through other comprehensive
income
Change in fair value during the year 208,975 (977,001
Tax effects (48,004) 224 881
Net gain (loss) on debt instruments at fair value through other
comprehensive income 160,911 (752,120)
Total other comprehensive (loss) income that will be
reclassified to the income statement in subsequent periods (286,963) 11,747,849
Other comprehensive income that will not be reclassified to
the income statement in subsequent periods
Revaluation of lands and buildings
Revaluation gain - 360,513
Tax effects - (108,154}
Net revaluation of land and buildings - 252,359
Remeasurement losses on defined benefit plans
Actuarial loss on defined benefits plans - (100,452)
Tax effects - 30,135
Net remeasurement losses on defined benefits plans - (70,317)
Equity instruments at fair value through other comprehensive
income
Change in fair value during the year - 3,988
Tax effects - (218)
Net gain on equity instruments at fuir value through other
comprehensive income - 3,070
Total other comprehensive income that will not be
reclassified t¢ the income statement in subsequent periods - 185,112
Other comprehensive loss reclassified to income statement 469,977 -
Other comprehensive income for the year, net of tax 183,014 11,932,961
Total comprehensive income for the year, net of tax 385,617 11,259,068
Attributable to:
Equity holder of the parent 479,011 8,604,180
Non-controlling interests (93,394) 2,654,888
385,617 11,259,068
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46. GROUP SUBSIDIARIES

A. List of Significant Subsidiaries

The following table shows information related to the significant subsidiaries of the Bank.

Percentage of

Ownership

2025 2024
Bank Audi France sa 100.00  100.00
Bangue Audi (Sujsse} SA 100.00  100.00
Audi Capital (KSA) 99.99 99.99
Bark Audi LLC (Qatar) 100.00  100.00
Société Libanaise de Factoring sal 100.00  100.00
Odea Bank A.S. - 76.42
Audi Investments Holding sal 100.00  100.00

B. Significant Restrictions

Country of

Incorporation

France
Switzerland
Saudi Arabia
Qatar
Lebanon
Turkey
Lebanon

Principal Functional
Activity Currency

Banking (Commercial) EUR
Banking (Private) CHF
Financizl services SAR

Banking services QAR
Factoring LBP

Banking (Commercial} TRY
Investment UsD

Except as disclosed in Note 18, the Group does not have significant restrictions on its ability to access or use its
assets and settle its liabilities other than those resulting from the supervisory frameworks within which banking
subsidiaries operate. The supervisory frameworks require banking subsidiaries to keep certain levels of regulatory
capital and liquid assets, limit their exposure to other parts of the Group, and comply with other ratios.

C. Non-controlling Interests

QOdea Bank A.$ is the only subsidiary of the Group that has a material non-controlling interest with 23.58% equity
interests held by non-controlling interests as at 31 December 2024, During 2025, Odea Bank A.$ was sold to a

third party (Note 45).

Material Partially Owned Subsidiaries

Proportion of equity interests held by non-controlling interests

Financial information relating to Odea Bank A.S. is provided in Note 435,

47, CASH AND CASH EQUIVALENTS

Cash and balances with ceniral banks
Due from banks and financial institutions
Due to central banks

Due to banks and financial institutions

Odea Bank A.S.
2025 2024
% %
- 23.58%
2025 2024

LBP Million  LBP Million

528,526,760 478,696,657
87,106,523 102,653,433
(8,641) (10,810)
(7,697,575)  (16,801,657)

607,927,067 564,537,623

Cash and balances with central banks include amounts of LBP 90,959,046 million at 31 December 2025 (2024:
LBP 120,838,999 million) representing mandatory reserve deposits and balances.
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47. CASH AND CASH EQUIVALENTS (continued)

Cash and cash equivalents include balances that are subject to de-facto capital controls and restricted transfers
outside Lebanon. Accordingly, these balances are not considered readily convertible to known amounts of cash
in the denomination currency without a risk of changes in value. However, the Group maintains their classification
as cash and cash equivalents as they are freely transferrable within the Lebanese territory. These balances were as
follows as at 31 December 2025 and 31 December 2024:

2025 2024

LBP Million  LBP Million

Cash and balances with central banks 458,831,557 428,952,650
Due from banks and financial institutions 5,649 308,342

458,837,206 429,260,992

48. FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair values in this note are stated at a specific date and may be different from the amounts which will actually
be paid on the maturity or settlement dates of the instrument. In many cases, it would not be possible to realise
immediately the estimated fair values given the size of the portfolios measured. Accordingly, these fair values do
not represent the value of these instrurnents to the Group as a going concern. Financial assets and liabilities are
classified according to a hierarchy that reflects the significance of observable market inputs. The three levels of
the fair value hierarchy are defined below:

Quoted Market Prices — Level 1

Financial instruments are classified as Level 1 if their value is observable in an active market. Such instruments are
valued by reference to unadjusted quoted prices for identical assets or liabilities in active markets where the quoted
price is readily available, and the price represents actual and regularly occurring market transactions on an arm’s
length basis. An active market is one in which transactions occur with sufficient volume and frequency to provide
pricing information on an ongoing basis.

Valuation Technique Using Observable Inputs — Level 2

Financial instruments classified as Level 2 have been valued using models whose most significant inputs are derived
directly or indirectly from observable market data. Such inputs include quoted prices for similar assets or liabilities
in active markets, quoted prices for identical instruments in inactive markets, and observable inputs other than quoted
prices such as interest rates and yield curves, implied volatilities, and credit spreads.

Valuation Technigue Using Significant Unobservable Inputs — Level 3
Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are not based on
observable market data (unobservable inputs).

Effects of Exchange Rates on the Fair Value Measurements

The fair value disclosures for other assets and liabilities are first determined in their original currency, which is
not the Lebanese Pound in the case of most of the assets and liabilities reported below. These are then translated
to Lebanese Pounds at the official published exchange rate as discussed in Note 1.3, This matter should be taken
into consideration when interpreting the fair value disclosures in this note, especially those under Level 1 and
Level 2.
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48. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

481. FAIR VALUE OF FINANCIAL INSTRUMENTS CARRIED AT FAIR VALUE

Fair value measurement hierarchy of the financial assets and liabilities carried at fair value:

FINANCIAL ASSETS
Derivative financial instruments
Dertvatives held for trading
Forward foreign exchange contracts
Forward precious metals contracts
Currency swaps

Precious metals swaps

Currency options

Precious metals options

Equity options

Financial assets at fair value through profit or loss
Lebanese sovereign and Central Bank of Lebanon
Euwrobends
Other sovereign
Treasury bills
Eurobonds
Private sector and other securities
Mutual funds
Equity instruments

Financial assets at fair value through other comprehensive

income
Debt instruments
Other sovergign
Treagury bills
BEurobonds
Private secior and other securities
Banks and financial institutions
Comorate
Equity instruments
Quoted
Unquoted

FINANCIAL LIABILITIES
Derivative financial jnstruments
Dertvatives held for trading
Forward foreign exchange contracts
Forward precious metals contracts
Currency swaps

Precious metals swaps

Currency options

Precious metals options

Equity options

2025
Level 1 Level 2 Level 3 Total
LBP Million  LBP Million LBP Million  LBP Million
297 - - 297
150,776 - - 150,776
66,133 - - 66,133
571,765 - - 571,765
131,199 - - 131,199
326,074 - - 326,074
276,509 - - 276,509
1,522,753 - - 1,522,753
6,748,358 - - 6,748,358
22,430,279 - - 22,430,279
23,467 - - 23,467
- 106,644 1,055,626 1,162,270
102,368 1,235 - 103,603
29,304,472 107,879 1,055,626 30,467,977
67,060 - - 67,060
1,142,280 - - 1,142,280
17,178,270 - - 17,178,270
11,479,914 - - 11,479,914
11,485,976 - - 11,485,976
- 266 1,033,878 1,034,144
41,353,500 266 1,033,878 42,387,644
72,180,725 108,145 2,089,504 74,378,374
116,219 - - 116,219
210,815 - - 210,815
68,857 - - 68,857
14,433 - - 14,433
131,199 - - 131,199
326,074 - - 326,074
276,509 - - 276,509
1,144,106 - - 1,144,106
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48. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

48.1. FAIR VALUE OF FINANCIAL INSTRUMENTS CARRIED AT FAIR VALUE (continued)

Fair value measurement hierarchy of the financial assets and liabilities carried at fair value (continued):

FINANCIAL ASSETS

Derivative firancial instruments
Derivatives held for trading
Forward foreign exchange contracts
Forward precious metals contracts
Currency swaps

Precious metals swaps

Currency options

Equity options

Financial assets at fair value through profit or loss
Lebanese sovereign and Central Bank of Lebanon
Eurobonds
Other sovereign
Treasury bills
Eurobonds
Private sector and other securities
Mutual finds
Equity instruments

Financial assets at fair value through other comprehensive

income
Debt instruments
Other sovereign
Treasury bills
Eurobonds
Private sector and other securities
Banks and financial institutions
Corporate
Eguity instruments
Quoted
Unquoted

FINANCIAL LIABILITIES
Derivative financial instruments
Derivatives held for trading
Forward foreign exchange contracts
Currency swaps

Precious metals swaps

Currency options

Equity options

2024
Level | Level 2 Level 3 Total
LBP Million  LBP Million  LBP Million LBP Miifion
64,218 - - 64,218
22,864 - ; 22,864
18,119 - - 18,119
5,115 - - 5,115
292,422 - - 292422
731,646 - - 731,646
1,134,384 - - 1,134,384
7,435,603 - - 7,435,603
3,481,835 - - 3,481,835
11,637 - - 11,637
- 115,424 1,299,515 1,414,939
255,328 - - 255,328
11,184,403 115,424 1,299,515 12,599,342
67,335 - - 67,335
452,353 - - 452,353
17,474,990 - - 17,474,990
527,366 - - 527,366
11,200,077 - - 11,200,077
- 266 793,675 793,941
29,722,121 2606 793,675 30,516,062
42,040,908 115,690 2,093,190 44,249,788
44,291 - - 44,291
45,638 - - 45638
37 - - 37
292,422 - - 292,422
731,646 - - 731,646
1,114,034 - - 1,114,034
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48. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
48.1. FAIR VALUE OF FINANCIAL INSTRUMENTS CARRIED AT FAIR VALUE (continued)

Valuation Techniques Used for Material Classes of Financial Assets and Liabilities Categorised within
Level 2 and Level 3:

Funds and Equity Shares of Non-listed Entities

Units held in funds are measured based on their net asset value (NAV), taking into account redemption and/or
other restrictions. Classification between Level 2 and Level 3 is dependent on whether the NAYV is observable or
uncbservable (i.e. recent and published by the fund administrator or not).

Equity shares of non-listed entities comprise mainly the Group’s strategic investments, are generally classified at
fair value through other comprehensive income, and are not traded in active markets. These are investments in
private compantes, for which there is no or only limited sufficient recent information to determine fair value. The
Group determined that cost adjusted 1o reflect the investee’s financial position and results since initial recognition
represents the best estimate of fair value. Classification between Level 2 and Level 3 is based on whether the
financial statements of the investee are recent and published or not. These instruments are fair valued using third-
party information (NAV or financial statements of non-listed entities), without adjustment. Accordingly,
quantitative information about significant unobservable inputs and seusitivity analysis cannot be developed by the
Group in accordance with IFRS 13,93 (d).

The movermnent of items recurrently measured at fair value categorised within Level 3 during the year is as follows:

2025 2024
Financial Financial
Financial Instruments at Financial Instruments at
Insoruments ar Fair Value Instruments at Fair Value
Fair Value through Other Fair Value through Other
through Profit Comprehensive through Profit Comprehensive
or Loss Income or Loss Income
LBF Million LBP Million LBP Million LBF Million
FINANCIAL ASSETS

Balance at | January 1,299,515 793,675 319,320 163,153

Re-measurement recognised in other
comprehensive income - 197,176 - (52,266)
Re-measurement recognised in income statement (19,734) - (313,634) -
Sales (224,155) - (176,446) (2,822)
Foreign exchange difference - 43,027 1,470,275 685,610
Balance at 31 December 1,055,626 1,033,878 1,299,515 793,675

48.2 FAIR VALUE OF FINANCIAL INSTRUMENTS NOT HELD AT FAIR VALUE

Comparison of Carrying and Fair Values for Financial Assets and Liabilities not Held at Fair Value

The fair values included in the table below were calculated for disclosure purposes only. The fair valuation
techniques and assumptions described below relate only to the fair value of the Group’s financial instruments not
measured at fair value. Other institutions may use different methods and assumptions for their fair value
estimations, and therefore such fair value disclosures cannot necessarily be compared from one institution to
another.

Financial Assets and Liabilities Concentrated in Lebanon-subject to defacto capital controls

These assets consist of balances with the Central Bank of Lebanon and Lebanese banks, Lebanese government
securities, loans and advances to customers and related parties and customners and related parties deposits and debt
issued and other borrowed funds. These are illiquid in nature and the measurement of their fair value is usnally
determined through discounted cash flow valuation models using observable market inputs, comprising of interest
rates and vield curves, implied volatilities, and credit spreads. Due to the simation described in Note I and the
unprecedented levels of uncertainty surrounding the economic crisis that Lebanon, and particularly the banking
sector, is experiencing, Management is unable to produce faithful estimation of the fair value of these financial
assets and liabilities.
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48.
48.2

FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
FAIR YALUE OF FINANCIAL INSTRUMENTS NOT HELD AT FAIR VALUE

Comparison of Carrying and Fair Values for Financial Assets and Liabilities not Held at Fair Value

(continued)

The carrying value of the Group’s other financial instruments not measured at fair value is reasonable
approximation of their fair value and are reflected below:

Fair value measurement hierarchy of the financial assets and liabilities for which fair value is disclosed:

Financial Assets and Liabilities not concentrated in Lebanon

31 December 2025

FINANCIAL ASSETS
Cash and balances with central banks
Due from banks and financial institutions

Net loans & advances to customers
Corporate and SME
Retail and Personal Banking
Public sector

Net loans & advances to related parties
Retail and Fersonal Banking

Financial assets classified at amortised cost
Other sovereign
Private sector and other securities

FINANCIAL LIABILITIES

Due 1o central banks

Due to banks and financial institutions
Customers’ deposits

Deposits from related parties

31 December 2024

FINANCTAL ASSETS
Cash and balances with central banks
Due from banks and financial institutions

Net loans & advances to customers
Corporate and SME
Retail and Personal Banking

Net loans & advances to related parties
Retail and Personal Banking

Financial assets classified at amortised cost
Other sovereign
Private sector and other securities

FINANCIAL LIABILITIES

Due to central banks

Due to banks and financial institutions
Customers’ deposits

Deposits from related parties

Carrying Value Fair Value
Level 1 Level 2 Level 3 Total
LEBP Miflion LBP Million  LBP Million LBP Million LEBP Mitlion
81,755,072 6252,115 75,502,957 - 81,755,072
152,172,115 - 152,172,115 - 152,172,115
98,772,183 - - 98,772,183 98,772,183
41,324,424 - - 41,324,424 41,324,424
57,447,749 - - 37,447,749 37,447,749
10 - - ie 10
15,776 - - 15,770 15,770
15,770 - - 15,770 15,770
52,697,848 52,814,823 - - 52,814,823
30,456,091 30,541,871 - - 30,541,871
22,241,757 22,272,952 - - 22,272,952
385,412,988 59,066,938 227,675,072 98,787,953 385,529,963
8,641 - 8,641 - 8,641
12,620,484 - 12,620,484 - 12,620,484
303,680,756 - 303,680,756 - 303,680,756
697,478 - 697478 - 697,478
317,007,359 - 317,007,359 - 317,007,359

Carrying Value Fair Value
Level I Level 2 Level 3 Toial
LBP Million LBP Million LBP Million LBP Million LAP Million
45,541,362 9,428,115 37,282,930 - 46,711,045
149,537,512 - 149,537,572 - 149,537,512
78,425,768 - - 78,425,768 78,425,768
26,568,667 - - 26,568,667 26,568,667
51,857,101 - - 1857101 51,857,101
171,735 - - 171,735 171,735
171,735 - - 171,735 171,735
52,224,333 52,206,198 - - 52,206,198
31,033,982 31,075,030 - - 31,073,030
21,190,351 21,131,168 - - 21,131,168
325,500,710 61,634,313 186,820,442 78,597,503 327,052,258
10,810 - 10,810 - 10,810
22,787,489 - 22,787,489 - 22,787,489
235,572,545 - 235,572,545 - 235,572,545
5,296,242 - 5,296,242 - 5,296,242
263,667,086 - 263,667,086 - 263,667,086
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48.  FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

48.2 FAIR VALUE OF FINANCIAL INSTRUMENTS NOT HELD AT FAIR VALUE (contizued)

Valuation Techniqgues Used for Material Classes of Financial Assets and Liabilities Categorised within
Level 2 and Level 3:

Short-term Financial Assets and Liabilities

For financial assets and financial liabilities that have a short-term maturity (less than three months), the carrying
amounts are a reasonable approximation of their fair value. Such instruments include: cash and balances with
central banks; due to and from banks; demand deposits; and savings accounts without a specific maturity.

Deposits with Banks and Loans and Advances to Banks

For the purpose of this disclosure, for financial assets that are short-term in nature or have interest rates that re-
price frequently, there is minimal difference between fair value and carrying amount. The fair value of deposits
with longer maturities are estimated using discounted cash flows applying market rates for counterparties with
similar credit quality. Where market data or credit information on the underlying borrower is unavailable, a
number of proxy/extrapolation techniques are employed to determine the appropriate discount rate.

Government Bonds, Certificates of Deposit and Other Debt Securities
The Group values these unquoted debt securities using discounted cash flow valuation models using observable
market inputs, comprising of interest rates and yield curves, implied volatilities, and credit spreads.

Loans and Advances to Custometrs

For the purpose of this disclosure, in many cases, the fair value disclosed approximates carrying value because
these advances are short-term in nature or have interest rates that re-price frequently. The fair value of loans and
advances to customers that do not fall in this category is estimated using discounted cash flows by applying current
rates to new loans with similar remaining maturities and to counterparties with similar credit quality.

Deposits from Banks and Customers

In many cases, the fair value disclosed approximates carrying value because these financial liabilities are short-
term {n nature or have interest rates that re-price frequently. The fair value for deposits with long-term maturities,
such as time deposits, is estimated using discounted cash flows, applying either market rates or current rates for
deposits of similar remaining maturities. Where market data is unavailable, a number of proxy/extrapolation
techniques are employed to determine the appropriate discount rate,

49. CONTINGENT LIABILITIES, COMMITMENTS AND LEASING ARRANGEMENTS

Credit-related Commitments and Contingent Liabilities

The Group enters into various commitments, guarantees and other contingent liabilities which are mainly credit-
related instruments including both financial and non-financial guarantees and commitments to extend credit. Even
though these obligations may not be recognised on the statement of financial position, they do contain credit risk
and are therefore part of the overall risk of the Group. The table below discloses the nominal principal amounts
of credit-related comumitments and contingent liabilities. Nominal principal amounts represent the amount af risk
should the contracts be fully drawn upon and clients’ default. As a significant portion of guarantees and
commitments is expected to expire without being withdrawn, the total of the nominal principal amount is not
indicative of future liquidity requirements.

2025
Banks Customers Total
LBP Million LBP Miliion LBP Million

Guaraniees and contingent liabilities
Financial guarantees 154,931 12,486,067 12,640,998
Other guarantees 284,288 5,472,355 5,756,643

439,219 17,958,422 18,397,641

Commitments

Documentary credits - 8,797,883 8,797,883

Loan cominitments - 19,083,645 19,083,645
Of which revocable - 17,762,419 17,762,419
Of which irrevocable - 1,321,226 1,321,226

- 27,881,528 27,881,528
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49, CONTINGENT LIABILITIES, COMMITMENTS AND LEASING ARRANGEMENTS
(continued)

Credit-related Commitments and Contingent Liabilities (continued)

2024
Banks Customers Total
LBP Million LBP Million LBP Million

Guarantees and contingent liabilities
Financial guarantees 168,464 15,674,060 15,842,524
Other guarantees 241,789 5,767,872 6,009,661

410,253 21,441,932 21,852,185

Commitments

Documetttary credits - 11,182,913 11,182,913

Loan commitments - 29,814,859  29,814,85%
Of which revocable - 28,388,333 28,388,333
Of which irrevocable - 1,426,526 1,426,526

- 40,997,772 40,997,772

Guarantees (Including Standby Letters of Credit)
Guarantees are given as security to support the performance of a customer to third parties. The main types of
guarantees provided are:
+ Financial guarantees given to banks and financial institutions on behalf of customers to secure loans,
overdrafts, and other banking facilities; and
»  Other guarantees are contracts that have similar features to the financial gnarantee contracts but fail to
meet the strict definition of a financial guarantee contract under IFRS. These mainly include performance
and tender guarantees.

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

Loan Commitments
Loan comumitments are defined amounts {unutilised eredit lines or undrawn portions of credit lines) against which
clients can borrow money under defined terms and conditions.

Revocable loan commitments are those commitments that can be unconditionally cancelled at any time subject to
notice requirements according to their general terms and conditions. Irrevocable loan commitments result from
arrangements where the Group has no right to withdraw the loan commitment once communicated to the
beneficiary.

Investment Commitments

The Group invested in funds pursuant to the provisions of Decision No. 6116 dated 7 March 1996 of the Central
Bank of Lebanon. In accordance with this resolution, the Group can benefit from facilities pranted by the Central
Bank of Lebanon to be invested in startup companies, incubators and accelerators whose objects are restricted to
supporting the development, success and growth of starlup companies in Lebanon or companies whose objects
are resfricted to investing venture capital in startup companies in Lebanon. These investments have resulted in
future commitments on the Group of LBP 654,693 million as of 31 December 2025 (2024: LBP 654,693 million).

Legal Claims

Litigation is a common occurrence in the banking industry due to the nature of the business. At year-end, the
Group had several unresolved legal claims in Lebanon and abroad, mainly those relating to the restrictive measures
in place with respect to the withdrawal of funds and transfers abroad and a civil action filed in US federal courts
in the US District Court in the Eastern District of New York (EDNY) against eleven Lebanese banks including
Bank Audi sal, asserting primary and secondary liability claims under the Anti-Terrorism Act (“ATA™),
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49. CONTINGENT LIABILITIES, COMMITMENTS AND LEASING ARRANGEMENTS
(continned)

Credit-related Commitments and Contingent Liabilities (continued)

Legal Claims (continued)

The extent of the impact of these matters cannot always be predicted but may materially impact the Group’s
operations, financial results, condition and prospects. However, once professional advice has been obtained and
the amount of damages reasonably estimated, the Group makes adjustments to account for any adverse effects
which the claims may have on its financial standing. Based on advice from legal counsel, and despite the novelty
of certain claims and the uncertainties inherent in their unique situation, Management believes that legal claims
will not resuit in any material financial loss to the Group, except as provided for in Note 37, however they may
have an impact on the lquidity of the Group (Note 57).

Capital Expenditure Commitments

2025 2024
LBP Million LBP Million
Capital expenditure commitments 27,405 24,305

Commitments Resulting from Credit Facilities Received

The Group has several commitments and covenants resulting from credit facilities, term loans and subordinated
debts with non-resident financial institutions. The financial covenants were calculated based on the recorded
figures and do not take into consideration the adjustments that may result from the resolution of the uncertainties
in Note 1.

Other Commitments and Contingencies

Certain areas of the Lebanese tax legislation and the tax legislations where the subsidiaries operate are subject to
different interpretations in respect of the taxability of certain types of financial transactions and activities. The
Bank’s books in Lebanon for the years 2018 to 2019 (inclusive) are currently under review by the tax authorities.
The outcome of this review cannot be determined yet. The Bank’s books in Lebanon remain subject to the review
of the tax authorities for the years 2018 to 2024 and the review of the National Social Security Fund (NSSF) for
the period from 30 September 2011 to 31 December 2025. In addition, the subsidiaries” books and records are
subject to review by the tax and social security authorities in the countries in which they operate. Management
believes that adequate provisions were recorded against possible review results to the extent that they can be
reliably estimated.

50. ASSETS UNDER MANAGEMENT

Assets under management include client assets managed or deposited with the Group. For the most part, the clients
decide how these assets are to be invested,

2025 2024

LBP Million LBP Million
Assets under management 642,266,903 620,235,477
Fiduciary assets 102,306,550 88,097,152

744,573,453 708,332,629
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51. RELATED-PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial or operational decisions, or one other party conirols both. The
definition includes subsidiaries, associates, Key Management Personnel and their close family members, as well as
entities controlled or jointly controlled by them.

Subsidiaries
Transactions between the Bank and its subsidiaries meet the definition of related-party transactions. However, where
these are eliminated on consolidation, they are not disclosed in the Group’s financial statements.

Associates and Other Entities

The Group provides banking services to its associates and to entities under common directorships. As such, loans,
overdrafts, interest and non-interest bearing deposits, and current accounts are provided to these entities, as well
as other services. These transactions are conducted on the same terms as third-party transactions. Summarised
financial information for the Group’s associates is set out in Note 25 to these financial statements.

Amounts included in the Group’s financial statements are as follows:

2025 2024

LBP Million LBP Million

Loans and advances 198,255 361,848
Of which: granted to Key Management Personnel 193,339 353,010
Of which: cash collateral received against loans 57 157,117
Indirect facilities 86,661 89,853
Deposits 1,417,033 3,537,330
Interest income on loans 2,484 12,528
Interest expense on deposits 3,504 4310

Key Management Personnel

Key Management Personnel are those individuals whe have the authority and responsibility for planning and
exercising power to directly or indirectly control the activities of the Group and its employees. The Group
considers the members of the Board of Directors (and it sub-committees) and Executive Committee, and persons
and entities connected to them to be Key Management Personnel.

2025 2024

LBP Million LBP Million

Short-term benefits 773,275 451,341
Post-employment benefits — income statement 19,085 6,485
Post-employment benefits — other comprehensive income (9,820) (59,298}

Short-term benefits comprise of salanies, bonuses, attendance fees and other benefits.

Provision for end-of-service benefits of Key Management Personnel amounted to LBP 102,580 million as of 31
December 2025 (2024: LBP 93,315 million).

52, RISK MANAGEMENT
The Group is exposed to various risk types, some of which are:

- Credit risk: the risk of default or deterioration in the ability of a borrower to repay a loan.

- Market risk: the risk of loss in balance sheet and off-balance sheet positions arising from moverments in
market prices. Movements in market prices include changes in interest rates (including credit spreads),
exchange rates and equity prices.

- Liquidity risk: the risk that the Group cannot meet its financial obligations when they come due in 2
timely manner and at a reasonable cost.
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52. RISK MANAGEMENT (continued)

- Operational risk: the risk of loss resulting from inadequate or failed internal processes, people and
systems, or from external events.

- Other risks faced by the Group include concentration risk, reputation risk, litigation risk, compliance
risk, political risk, business/strategic risk, and information security/cybersecurity risk.

Risks are managed through a process of ongoing identification, measurement, monitoring, mitigation and control,
and reporting to relevant stakeholders. The Group ensures that risks and rewards are properly balanced and in line
with the risk appetite framework, which is approved by the Board of Directors.

Board of Directors

The Board of Directors (the Board) is ultimately responsible for setting the level of acceptable risks to which the
Group is exposed, and as such, approves the risk appetite and policies of the Group. The Board monitors the risk
profile in comparison to the risk appetite on a regular basis and follow-up on existing and emerging risks.

Board Group Risk Committee

The role of the Board’s Group Risk Committee (BGRC) is to oversee the risk management framework and assess
its effectiveness, review and recommend to the Board the Group risk policies and risk appetite, monitor the
Group’s risk profile, review stress test scenarios and results, and provide access for the Group Chief Risk Officer
(CRO) to the Board. The BGRC meets at least every quarter in the presence of the Group CRO.

Various management committees and departments oversee different aspects of risk management, as detailed
below:

Executive Committee

The Executive Cormmittee's role is to assist the Board in executing the Group's strategy and to support the Group
CEO with daily operations. It is responsible for developing and implementing business policies and issuing
guidance for the Group within the strategy approved by the Board. The Executive Committee is involved in
reviewing and submitting to the Board risk policies and risk appetite.

Asset Ligbility Committee

The Asset Liability Committee (ALCO) is a Management committee responsible in part for managing market and
liquidity risks, as well as reviewing funding needs and liquidity contingency measures. It is the responsibility of
this committee to set up strategies for managing liquidity and market risks and ensure that Treasury implements
those strategies in line with risk policies and limits approved by the Board.

Internal Audit

Risk management processes are independently audited by the Internal Audit Department. This includes the
examination of both the adequacy and effectiveness of risk confrol procedures. Internal Audit discusses the results
of its assessments with Management and reports its findings and recommendations to the Audit Committee of the
Board.

Risk Management

Risk Management is a function independent from business lines and headed by the Group CRO. The function has
the responsibility to ensure that risks are properly identified, measured, monitored, controlled, and reported to
relevant stakeholders. These include the heads of business lines, Senior Management, ALCO, the Board Group
Risk Committee and the Board. In addition, the function works closely with Senior Management to ensure that
proper controls and effective mitigants are in place. The Risk function at the Group level bas the responsibility of
drafting risk policies and principles for adoption at the entity level. In addition, it is in charge of cascading risk
appetite and limits to entities and business lines, as well as monitoring and aggregating the risk profile across the
Group.

Risk Appetite
The Risk appetite reflects the level and type of risk that the Group is willing to accept, taking into account the
Group’s strategy, operating environinent and regulatory constraints.

Risk appetite is formalised in a document, which is reviewed by the Executive Committee and the Board Group
Risk Committee, and approved by the Board. This document comprises qualitative and quantitative statements of
risk appetite and includes key risk indicators covering various material and relevant risks.
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53. CREDIT RISK

Credit risk is the risk that the Group will incur a loss because its obligors or counterparties fail to meet their
contractual obligations, including the full and timely payment of principal and interest. Credit risk arises from
various balance sheet and off-balance sheet exposures including bank placements, loans and advances, credit
commitments, financial guarantees, letiers of credit, acceptances, investments in debt securities (including
sovereign) and derivative financial instruments. Credit risk arising from derivative financial instruments is, at any
time, limited to those with positive fair values, as recorded in the statement of financial position. In the case of
credit derivatives, the Group is also exposed to the risk of default of the derivative’s counterparty.

53.1. Credit Risk Management
The Group manages and controls credit risk by setting concentration limits on counterparties, geographies and
sectors. It also monitors on a regular basis the risk profile in relation to these limits.

Credit risk oversight is conducted independently by the Credit Review and Credit Risk function within each entity.
These functions ensure a proper coverage of credit risk though the implementation of various processes, including
but not limited to: 1) providing independent opinions on credit files, ii) reviewing and approving obligors risk
ratings assignments, iii) conducting portfolio reviews, iv) ensuring compliance with the Group’s credit policy and
limnits, and v) aggregating data and reporting the credit risk profile to relevant stakeholders.

The Group has established various credit monitoring processes for the early detection of potential deteriorations
in borrowers’ credit quality and accordingly, the implementation of corresponding remedial measures. These
processes include regular loan portfolio reviews, IFRS 9 Impairment Committee meetings, as well as individual
credit assessments of bormowers and their corresponding facilities. The latter process is mainly applicable for non-
retail obligors.

The Group has also established an approval limit structure for granting and renewing credit facilities. Credit
officers and credit committees are responsible for the approval of facilities up to their own assigned limits. Once
approved, facilities are disbursed when all the requirements set by the respective approval authority are met and
documents intended as security are oblained and verified by the Credit Administration function.

53.2. Expected Credit Losses

353.2.1. Governance and Oversight of Expected Credit Losses

The IFRS 9 Impairment Committee, which is a committee composed of Executive Committee members, oversees
the implementation of the Expected Credit Loss (ECL) framework. This is being done by: i) approving the IFRS-
9 Impairment Policy; ii) reviewing key assumptions and estimations that are part of the ECL framework; iii)
approving the forward-looking economic scenarios; iv) approving staging classifications on a name-by-name basis
for material exposures; and v) reviewing ECL results.

The Group reviews its [FRS 9 Impairment Policy on an annual basis, at minimum, and amends it accordingly to
reflect any change in the estimation methodology, embedded assumptions or regulatory requirements.

Key judgments inherent in this policy, including the estimated life of revolving credit facilities and the quantitative
criteria for assessing the Significant Increase in Credit Risk (SICR), are assessed through a combination of expert
judgment and data-driven methodologies.

ECL is estimated using a model that takes into account the borrower’s exposure, internal obligor risk rating,
facjlity characteristics, and collateral information among other. Models are, by their nature, immperfect and
incomplete representations of reality because they rely on assumptions and inputs, and so they may be subject to
errors affecting the accuracy of their outputs. To manage model risks, the Group has established a systematic
approach for the development, validation, approval, implementation and on-going use of the models. Models are
validated by a qualified independent party fo the model developer(s), before first use and at regular intervals
thereafter.
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53. CREDIT RISK (continued)
53.2.  Expected Credit Losses (continued)

53.2.1. Governance and Oversight of Expected Credit Losses (continued)

Each model is designated an owner who is responsible for: i) monitoring the performance of the model, which
includes comparing estimated ECL versus actual realised losses; and ii) proposing post-model development
adjustments to enhance model’s accuracy or to account for situations where known or expected risk factors and
information have not been considered in the modelling process. Models used in the estimation of ECL, including
key inputs, are governed by a series of internal controls, which include the validation of completeness and
accuracy of data, reconciliation with Finance data, and docurnentation of the calculation steps.

ECL estimation takes into account a range of future economic scenarios, which are set by economists within the
Group’s Research Department using independent models and expert judgment. Forward-looking economic
scenarios, with their corresponding probabilities of occurrence, are updated annually or more frequently in the
event of a significant change in the prevailing economic conditions.

53.2.2. Definition of Default and Cure
The Group considers a financial asset to be in default when:
- The borrower is unlikely to pay their credit obligations to the Group in full, without recourse by the
Group  to actions such as realising security (if any is held).
- The borrower is more than 90 days past due on any material credit obligation to the Group.

As part of the qualitative assessment process of default identification, the Group carefuliy considers other criteria
than the ones listed above in order to determine if an exposure should be classified in Stage 3 for ECL calculation
purpose or if a Stage 2 classification is deemed more appropriate.

It is the Group’s policy to consider a financial instrument as “cured” and therefore re-classified out of Stage 3
when none of the default criteria have been present for a specific period of time. The decision whether to classify
an asset as Stage 2 or Stage 1 once cured is dependent on the absence of SICR criteria compared to the initial
recognition date and is examined on a case-by-case basis. In case of forbearance under Stage 2, the borrower
remains in this stage until all the following conditions have been met: i} at least a 12-month probation period has
passed; ii) three consecutive payments under the new repayment schedule have been made; iii) the borrower has
no past dues under any obligation to the Group; and iv} all the terms and conditions agreed to as part of the
restructuring agreement when applicable have been met.

53.2.3. The Group’s Internal Rating and PD Estimation Process

Central Banks, Sovereigns and Financial Institutions

For central banks, sovereigns and financial institutions’ exposures, ratings from recognised external rating
agencies are used and mapped to their corresponding PDs as reported by these agencies. These ratings with their
corresponding PDs are monitored and updated on a regular basis.

As per BdL Intermediate Circular 649 issued on 24 November 2022, provision coverages on exposures to the
Lebanese sovereign and to the Central Bank of Lebanon in foreign currency should reach 75% and 1.89%
respectively. Regulatory ECLs on exposures to the Lebanese sovereign in local currency and to the Central Bank
of Lebanon in local currency are set to 0%. Due to the high levels of uncertainties, the lack of observable
indicators, and the lack of visibility regarding the Lebanese government’s reform plans with respect to, among
other, the exposures to the Central Bank of Lebanon, the Group was unable to estimate in a reasonable manner
ECL on these exposures and accordingly, as applicable, the loss rates as per in BdL Intermediate Circular 649
were adopted. ECL on exposure to the Central Bank of Lebanon in foreign currency stood at 2.03% as at 31
December 2025 and 1.89% as at 31 December 2024,
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53. CREDIT RISK {(continued)
53.2. Expected Credit Losses (continued)
53.2.3. The Group’s Internal Rating and PD Estimation Process (continued)

Non-retail Loans

The Risk function is responsible for the development of internal rating models and for the estimation of Probability
of Default (PD) and Loss Given Default (LGD). The Group uses an internal Obligor Risk Rating (ORR) scale
comprised of 19 performing grades and 3 non-performing ones. These grades, which are generated by internal
rating models, are calibrated to PDs using historical default observations that are specific to each geography and
business line segment. If historical default observations are not sufficient for a reliable PD estimation, then a [ow-
default portfolio approach is adopted. The mapping of ratings to PDs is done initially on a through-the-cycle basis.
PDs are then adjusted to incorporate a forward-looking component and point in time in line with the [FRS 9
standard.

Internal rating models for the Group’s key lending portfolios (including Corporate and SME) take into account
both obligor’s qualitative and quantitative criteria such as:

* Historical and projected financial information related to the customer. These include debt service
coverage, operations, liquidity, capital structure and other relevant financial ratios.

*  Account behaviour, repayment history and other non-financial information such as management quality,
company standing and industry risk,

e Any publicly available information from external parties. This includes external credit ratings issued by
recognised rating agencies, independent research analyst reports and other market disclosures.

e  Macroeconomic information such as GDP growth corresponding to the borrower’s country of operations.

*  Any other supporting information on the obligor’s willingness and capacity to repay its debt.

Internal ratings are initially assigned by the credit origination functions (i.c. business lines) and are approved by
the Credit Review function, which is independent from business lines. The Credit Review function is responsible
for ensuring that ratings assigned to obligors are accurate and updated at all times.

Retail Loans and Private Banking

Retail lending comprises mainly of personal loans, car loans, credit cards and housing loans. The Group normally
relies on application scorecards to score retail applicants. These are used either to automate decisions according
to a certain cut-off score or as an additional input for credit officers to approve or reject applications. For the
estimation of expected losses for retail products, the Group uses the loss rate approach by product based on the
net flow of exposures from a days-past-due bucket to another. This estimation is adjusted by a forward-looking
component in line with the IFRS 9 standard.

Private Banking credit exposures are mainly related to margin lending activities where the Group typically holds
high liquid and diversified securities as collaterals with very conservative loan-to-value thresholds. This lending
discipline, together with very tight and automated monitoring standards, ensure the portfolio remains of very high
quality. The ECLs for these exposures is dependent on collateral types and coverage level, among others.

53.2.4. Loss Given Default (LGD)

L.GD is the magnitude of the likely loss in the event of a default. The Group estimates LGD based on the history
of recovery rates of claims against defaulted counterparties that were fully settled, as well as on the potential
future recoveries on defaulted counterparties that still have outstanding balances. LGD estimation is dependent
on the counterparty and collateral type, as well as recovery costs. For portfolios with limited historical data,
external benchmark informatien is used to supplement available internal data.

53.2.5. Exposure at Default (EAD)

EAD represents the expected exposure in the event of a default. The Group derives the EAD from the current
exposure to the counterparty and potential changes to the current amount allowed under the contract. The EAD of
a financial asset is its gross carrying amount at the time of default. For lending commitments, the EADs are
potential future amounts that may be drawn under the contract. For financial guarantees, the EAD represents the
amount of the guaranteed exposure when the financial guarantee becomes payable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

53. CREDIT RISK (continued)
53.2.  Expected Credit Losses (continued)

53.2.6. Significant Increase in Credit Risk

In order to determine whether an instrument or a portfolio of instruments is subject to 12mECL or Lifetime ECL
(LTECL), the Group assesses whether there has been a significant increase in credit risk since initial recognition,
using reasonable and supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information based on the Group’s historical experience and expert credit
assessment including forward-looking information. The Group assessment of significant increase in credit risk is
conducted on a monthly basis based on the following:

Non-retail Portfolio

Migration of obligor risk rating by a certain number of notches from origination date to reporting date as a key
indicator of the change in the risk of default at origination date with one at reporting. The Group also considers in
its assessment of significant increase in credit risk various qualitative factors including significant adverse changes
in business condition, restructuring due to credit quality weakness during the past 12 months, and classification
of an exposure under the “Follow-up and Regularisation” supervisory classification.

Retail Portfolio
The Group considers specific conditions that might be indicative of a significant increase in credit risk such as the
occurrence of a restructuring event.

Backstop
As a backstop, the financial instrument is considered to have experienced a significant increase in credit risk if
the obligor is more than 30 days past-due on his contractual payment.

A downgrade from Stage 2 to Stage 3 is based on whether financial assets are credit-impaired at the reporting
date.

53.2.7. Expected Life

With the exception of revolving facilities, the maximum period for which the credit losses are determined is the
contractual life of a financial instrument unless the Group has the legal right to call it earlier, With respect to
revolving facilities, the Group does not limit its exposure to credit losses to the contractual potice period, but
instead, calculates ECL over a period that reflects the Group’s expectations with regards to the custemer’s
behavicur, its likelihood of default and future risk mitigation actions, which could include reducing or cancelling
the facilities.

33.2.8. Forward-looking Information
The Group incorporates forward-looking information into both the assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition, and the measurement of ECL.

The Group formulates three economic scenarios: a base case, which is the median scenario and two less likely
scenarios, one upside and one downside, each assigned a specific probability of occurrence. The base case scenario
is aligned with information used by the Group for other purposes such as strategic and budgeting planning
Processes.

These scenarios, including the weights attributable to them, are prepared by economists in the Research
Department. They are determined using a combination of expert judgment and model cutput. The Group reviews
the methodologies and assumptions inclnding any forecasts of future economic conditions on a regular basis.

The Group has identified real GDP growth as the key driver for ECL estimation in several countries where it
operates. Using an analysis of historical data, the Group has estimated relationships between this macroeconomic
variable and credit losses. The ECL estimates have been assessed for sensitivity to changes in forecasts of the
macroeconomic variable and also together with changes to the weights assigned to the scenarios. For the Group’s
various countries of operation, excluding Lebanon, the impact on ECL is not material.

For Lebanon, given the prevailing high economic and financial uncertainties and chailenges, as disclosed in Note
t, ECLs estimation remains subject to high volatility (including from changes to macroeconomic variable
forecasts) especially in view of the prolonged crisis. It is not practical at this stage to determine and provide a
sensitivity analysis that is reasonably possible before the full resolution of these prevailing high uncertainties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

53. CREDIT RISK (continued)
53.2.  Expected Credit Losses (continued)

53.2.9. Modified and Forborne Loans

The contractual terms of a loan may be modified for a number of reasons, including changing market conditions,
customer retention, and other factors not related to a current or potential credit deterioration of the custorner. An
existing loan whose terms have been modified may be derecognised and the renegotiated loan recognised as a
new loan at fair value in accordance with the accounting policy set out in The Summary of Significant Accounting
Policies above.

When a modification results in derecognition, a new loan is recognised and allocated to Stage 1 (assuming it is
not credit-impaired at that time). .

The Group renegotiates loans to customers in financial difficulties (referred to as “forbearance activities”) to
maximise collection opportunities and minimise the risk of default. Under the Group’s forbearance policy, loan
forbearance is granted on a selective basis if the debtor is currently in default on his debt or if there is a high risk
of default, there is evidence that the debtor made all reasonable efforts to pay under the original contractual terms
and the debtor is expecied to be able to meet the revised terms. The revised terms usually include extending the
maturity, changing the interest and/or principal and amending the terms of loan covenants. Both retail and
corporate loans are subject to the forbearance policy.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk.

The table below includes Stage 1 and 2 assets that were modified and, therefore, treated as forborne during the
year.

2025 2024
LBP Million LBP Million

Amortised costs of financial assets modified during the period 45,953 388,513
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2025

53. CREDIT RISK (continued)

53.2. Expected Credit Losses (continued)

53.2.10. Financial Assets and ECLs by stage (continued)

The following table represents a reconciliation of the opening to the closing balance of impairment allowances of loans

and advances at amortised cost:

At 1 January 2025

Net re-measurements and reallocations
Recoveries

Write-offs

Other moverments

Foreign exchange difference

Balance at 31 December 2025

At ] Jannary 2024

Net re-measurements and reallocations
Recoveries

Write-offs

Other movements

Foreign exchange difference

Balance at 31 December 2024

Stage 1
LBP Million

1,408,890
(803,810)

37,173
642,253
Stage [
LBP Million

370,615
(857,619)

1,895,894

1,408,890

Stage 2
LBP Million

1,832,106
(1,308,720)

3,766
527,152
Stage 2
LBP Miilion

98,727
1,303,960

429,419

1,832,106

Stage 3 Total
LBP Million LBP Million
18,011,693 21,252,689
3,816,468 1,703,938
(1,296,156} (1,296,156}
(2,064,168) (2,064,168)
741,980 741,980
250,466 291,405
19,460,283 20,629,688
Stage 3 Total
LBFP Million LBP Million
4,178,419 4,647,761
1,810,210 2,256,551
(4,327,641) (4,327.641)
(5,027,413) (5,027,413
765,535 765,535
20,612,583 22,937,896
18,011,693 21,252,689

The contractual amount outstanding on loans that have been written off, but were still subject to enforcement activity,
was LBP 14,104,849 million at 31 December 2025 (2024: LBP 12,040,681 million).

The following table represents a reconciliation of the opening to the closing balance of impairment allowances of financial
assets at amortised cost:

Stage 1 Stage 2 Stage 3 Total

LBP Miilion LBP Million LBP Mitlion LBP Miilion

At 1 Japuary 2025 9,531 1,173,306 - 1,182,837
Net re-measurements and realiocations (638) - - (638)
Foreign exchange difference 1,248 - - 1,248
Balance at 31 December 2025 10,141 1,173,306 - 1,183,447

116



Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 3] December 2025

53. CREDIT RISK (continued)
53.2.  Expected Credit Losses (coutinued)

53.2.10. Financial Assets and ECLs by stage (continued)

Stage I Stage 2 Stage 3 Total

LBP Million LBFP Miilion LBP Million LBP Million

At 1 January 2024 975 196,644 2,617,629 2,815,248

Net re-measurements and reallocations 7,361 - 807,577 814,938
Transfer arising from the Eurcbonds

reclassification (Note 23) - - (16,067,339) (16,067,339)

Write offs - - (353,845) (353,845)

Foreign exchange difference 1,195 976,662 12,995,978 13,973,835

Balance at 31 December 2024 9,531 1,173,306 - 1,182,837

The following table represents a reconciliation of the opening to the closing balance of impairment allowances of balances

with central banks:

Stage 1 Stage 2 Stage 3 Total

LBP Million LBP Million LBP Million LBP Million

At 1 January 2025 - 16,228,563 - 16,228,563
Foreign exchange difference - 95,370 - 95,370
Balance at 31 December 2025 - 16,323,933 - 16,323,933
Stage I Stage 2 Stage 3 Total

LBP Million LBP Million LBP Million LBP Million

At 1 January 2024 - 2,728,114 - 2,728,114
Foreign exchange difference - 13,500,449 - 13,500,449
Balance at 31 December 2024 - 16,228,563 - 16,228,563

Net re-measurements and reallocations include re-measurements as a result of changes in the size of portfolios,
reclassifications between stages and risk parameter changes.

117



g

IT

E6TE9L'0FT' T 190T08°L 88E'TFET $15026'6 £TOELOTY 89€'P9T'F 659°06t"661 £96'L8Z 6% 19t°Sht SS1°0ET'616
795°961°¢ - - - - - 169°76¢€ 0SL"9S | FAWA:CNY
#H0°TTS 8T - - - 66€°L9T°1 1£0°326'6 0TT¥s8's PEETLY' L - -
LTETLETLI 86T'061°1 - - LEFEITT 190" 0¥S 61 L9G'TEE'ST 686°LT6'E - S66'LFEDD
09F'SED £50°6 LyL'pL - $80°11 £50V61 P 101 PEI0% - ¥P6 TP
8¥8°19€ - - - - - 665 SRTLST - $96°661
66E06L°C8 01L°98¢ 009521 LP6'606'6 L06 $TE10S'T FITT00%T LO0'1ST0T £6T'SHY TS EPRGT
SLO'6Z6'01 - LEO'1L - - SER'I8t'E - - - £09°6EY"L
PREPEL'D - - 860°01 - - 65F'0E0°] §T8°TE - 66609
Pr9'8LE 61 - - oLy $64°08¢'L £8F 8191 LYETITO0] DLEEST'ET 892 SOLTEY
0SH'0E9°6S8 - - - - - S1Z°L59°9E - - ZET'6L6'R1R
HOUII JFT WO 8T MONTI ST o g7 HOHIW JAT VORI JET MWW JFT MO J9T MONIN dET UONIIIWN JHT
filei Plo4 UILEUWY WHOS DO DISY DIMEU adoany FNSTH Aoyang uoungsY
>y1fo say puo ppyuay  foisay HON
FZ0T
TI9ZIFL6T' T POLIEY'T £56'650'T GTS'FBI'BE £E9°LEC'OT PIFOTL'08  9B6'61I'6TT  665°S6SY9 858°966 SOR'65L°G88
T66085°S - - - - - £8E°L08 STL'6IL - 08R‘ES6'F
pZ5L98°6T 965992 - - SED'ORY'T BLETIEST £56'6+T°L WO°665'F - -
P66 EED'EIT TET'TEG'T - - £9L°60E'T L6 LOK9T GEL 09P 6T LOV'LBS'T - OFT*9EE'D9
£E9°T6L - - ELIG6F " - 1Lp'os 88571 - 10H°€6
SST'B61 - - - - - 'y 19 - T66°C61
P9 0L8TOT 9E6TEY 98F9E0°T FO8° TO9°LY FIE'8E0T 0r0‘z 9TFLLS T 869°909°0¢ 858966 6Z0'815°9Z
FOT'T0T'67 - LIV'ET - - GLT'OEYTT - - - 8CEBYLY
ESLTTST - - LL's LFp (I} 68T 1LEYT [ F21 - SPo'SPL
887'0RZ°ZST - - SIE'sI 080°6¥S'y 0bH'PLS 9T SEE D6 POT £F6'6ES°9T - TLI'B0T
LTIP'FO0'E98 - - - - - SBI'TOFEL - - THTT99'68L
O SFT HOMTW JFT MO dST RO JHT  HONIW JET  MOPW JET  MOURW JHT  MONUW IST YOI T NONI J8T
ey PO DILUY oL vy DLW adoansg VNSTH dayany woungay
a1 fo sy yinog Josay HLioN
HEE __.G\Q:.NU
5Z07

510858 IO
QWO ATSUSTIdW0D
IS0 q3NONg an[eA EB] 1 $IA55E [Rrowem
1500 PISTHOUIE 12 SISSE [BIHIQUI§
saour)dacoe Aq sroiqag
1502 POSTHOTIR 1B Saued PolE|l 0] SHOUBADE POY SUED]
1500 PRSTHOTIE 18 SISWIOISTL) 0] SIOUBAPE PUE SUBKT
§80] J0 130sd g3NoIY) anjea 8] 12 SJASSE [BIPURTT
SITAWINLGSUT TR[OUEBIT AANBALII(]
STONTLSUL [BIURIIY PUE SHLEQ W01 ST
SHUEB] [ENUD YIIM S20UB[RE

519858 190
awicou aarsualardmod

IS1[0 Y3NOIL) SN[RA ITE] 1B 519558 [RIDUBTIL]

1500 POSTLIOUIE 18 S19558 JETOTRUT,]

saoueidanoe £q s101qa(]

1500 posSTHIOUIR 12 S31ied POTE[a) 01 SPOUBADE PUE SUBO]

1509 PASILICTIE 1€ SIZLOISTID O] SIOULADPE PUE SUBO]

s50] 10 1j01d 4SNOIY an[eA JTE] 18 SJOSSE [21OeTT ]

SJUDVITLASTL [RIIURUL SATTBALI(]

Saonmnsay [EoUewy pug sHUeq woy ang

SYUE( [BRUID YA SI0UR|RY

ISMO[[O] SB I J0qUIana(] 1€ JO 8

uordar onjdesBoad Aq §jasse [RIOURTY JO UONNGLISIP 2], Uokeoo] odeiBoad 4q samsodxe 59558 5§31 JO J1peto SULIONIOW 250[> FUTUIRIUIEIN Aq MSLI 1Ipa1d s[oquod dnoin sy

sisdppuy uonvao pomydnifoan ['ces

SUONIBIINAINO)) HSTY JO SISA[RUY  “€'¢S

{ponunuod) JSIY LIATHD €S

$TOT quade [£1V

SINHWHIV.LS TVIDNVNIA A4 LVAI'TOSNOD HHIL Ol SHLON

[es Ipny Jueyg



611

TI9'TIVFL6TT  SLE'LEP SL0°0TH 01 669°71 6LE9T9°ST PS8i67EE ETHTT6'ST GIETP6'SY PFITOE'P86 00T ETFI6T
T66'085°S - - - - - - 0£9°811L - 98 79F'S
PTSLIB6T - LLP9OT'Y - OLT9S0°T - - L£6'980°9 rE60T' T 009°80F°LI
$66'EE0'ETT - 669°08T°1 - 8II°L69°S - - CIETHE Y BETTEL06 97917601
EEYIGL - - - 10%'c6 - 680759 - - EP19Y
55T'361 - T - - - - 797°961 - 766°T
IH9°0L8 10T SLSLED I¥88Z0°S 669°71 D69°6LLS PSgeTEE BET'CO8°ET LLT'86I'SS SE0PE TESOPT'S
FOTT0T 6% - - - - - - - FOTT0Z7'62 -
ESLTIST - - - - - 960°LIF'T - - L5Y'sS
88T08TTST - - - - - - - - 88T°08TCST
LTHP90°E98 - - - - - - - LIFP90°C08 -
HONI JHT HONHWW JHT O 9T WO T WO T YONNIW JHT YOI JFT  MONRW JET MO J9T  HOUN JFT
o aunpnaIdy  sApIn W3O Bupmpnfnuvyy  SpLMIDRY ansajoy 4 SAPUNSUOLY IHAUUIA0D a8ndayocg
PHY §3014438" pup AZiauy pup pun oy PUD S200435
HOLINASUO) Joroupul.y
[¥774

$12558 1310
WO SAISURTRIdUI0D 1910

3NNy an[eA Iy 18 S19558 [BIOURUL]

1500 pOSTLOWE 12 $12SSE [BIIURILLY

sooueydosoe Aq S103a3(]
1500 pasTOume

12 Sa7L7ed PRIB[RI 0] SIVUBAPR PUR SUBOT
1500 paspIou®

18 SISUIOISTIZ 0) $IOUBAPE DUR SURO]
5507 10 Jyoxd

\[BNOI 3NeA 18] 8 S1AS5E [BIOUBY ]

SIEDWINGSUI [BIOUBUL SA1BALID
SUOHIMNSU

[BIOURIY PUE $YUeq WOY ang

SYUEq TRIUID YiLM SSOUR[EY

ISMO[[0] SB ST J9qUIRdS(T

[ £ JO s& 101005 Ansnpul Aq S}255e [LIOUBUL JO UONNGLASIP A ], 101038 ALsnpur Aq samsodxe §1985e 531 JO 1pa10 Suuoliuowr 850[2 SUTUTBIUIEW Aq YSLI 1IPaId s[onuos dnoi sy,

SisAppuy orasnpuy  7ees

(Penunuo?) SHONENWAINO,) HSTY JO SISA[BUY  'C°€S

{(ponuyuod) ST LIGTHD ¢

STOT QR 1€V

SINHNHLYLS TVIONVNId 4LVATITOSNOD FH.L Ol SHION

[eS TPy yueq



0Tt

E6T'EOLOFT' T 699'10T 768'901'S SST'EEST 621'€9L'8 SLE'9LY'T 09+°L06 €1 PO TLE LS IZTELYFRS6 BET'TE6°161
795961 - - - - - - 00149 - L5 TETS
¥rO'TTS 81 - 0z1 7L - 681°6TC - - - L¥S'61S 881°T0L'LT
LTECTLSTIT - £TSOFT'1 - CRL'TOLE - - £09°910%F LLETRE1G scFoLs'Tl
09%°5€9 - - - 610'1T1 1Z¥'0g BLESHY - - T0L'E
258°19¢ - - - - - - $5SH0T - £62'L5T
66E96L68 699°102 6T S6L'E §CTEES'T 9E1°050°C ¥56'5H9°C FH0°LSETI 96L°C8TES I7ANY 0Z1'TTE'S
SL0'6T6'01 - - - - - - - SLO'6T601 -
PREVETL - - - - - ¥60'501 - - 067°620°1
OBLE T - - - - - - - - o' 8LE G
0st'9£9'6s8 - - - - - - - oSpote'sss -
O JET MO JFT  WOUNN J9T 4OMIY Jd97 wouw J97 O ST MO J§T  MONIWN JFT MO JGT WONRW 49T
pier 2oy sapin] WD]OA12 ] Summonfauvy  Siotomp 21psapoY 4 SAIURTUOT) TUSUIUAIACT) addayo.Lg
PUD $2IIA43T pup £343u77 pup pUD pnisy DUD §3010L435
UOTIDNIISUCT) JoRuouy
F0T

519582 1910
awoour aaisuayaiduico o130

USnony onfeA Ifej je $}2SSE [BIOUBUT,]

1500 PASLUIOWIE B S]9SSE [RIQURUL]

saoueidaoor Aq SI01ga(]
1500 PIsIIOnE

18 so7ired peje[a: o) S30UBAPE PUR SUEOT
1500 pasioure

18 SISWIOSTI O} SIDUBAPE PUR SUBO]
§50] 10 yyoid

YInong anfea ITeJ I8 SieSSE [BIOUBUL]

SUIIRLISTT [BIIVEUY ATIBALII(]
swohmpsul

[BIDTRTY PUE SYUBq WO INCT

SHURQ [RNUID LM SSIUEEH]

(ponupuoo) SisAppuy prusnpuy  '6'€§

(PoNuUNUOd) SUOIL.UIIWO)) HSTY JO SISATRUY  "€°CS

(ponunos) MSTY LIGEID €S

ST0T QU 1C 1V

SINAWHLV.LS TVIONVNIA AdLVAI'TOSNOD HHI OL SHION

[es Ipny juey



Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

53. CREDIT RISK (continued)

53.4. Credit Quality

The Group assesses the quality of its credit porifolio using the following credit rating methodologies:

(1) External ratings from approved credit rating agencies for fixed income instruments and financial institutions
€Xposures.

(ii) Internal rating models that take into account both financial and non-financial information such as
management qualify, operating environment and company standing. The Group has developed specific
internal rating models for Corporate, SME and Individual borrowers.

(iii) Supervisory classifications, comprising six main categories: (a) Regular includes borrowers demonstrating

good to excellent financial condition, risk factors, and capacity to repay. These borrowers display regular
and timely payment of their dues, adequacy of cash flows, timely presentation of financial statements, and
sufficient collateral/guarantee when required. (b) Follow-up includes borrowers with incomplete credit
files, unclear loan purposes or repayment sources, or those with credit files not updated for over a year. (c)
Follow-up and regularisation includes borrowers requiring close monitoring without being impaired. These
borrowers usually demonstrate some signs of credit weaknesses (such as insufficient or inadequate cash
flows, high leverage ratio, excess facility utilisation, multiple loan rescheduling since initiation), or operate
under deteriorating economic or geographic conditions. (d) Substandard loans refer to borrowers who
clearly demonstrate an inability to repay their obligations on tine due to financial difficulties (e.g. hard core
accounts or weak cash generation capacity). (&) Doubtfil loans where full repayment is questioned even
after liquidation of collateral, when applicable. It also includes loans with past-dues for over 6 months and
debtors who are unable to repay their restructured facilities. Finally, (f) bad loans which relate to obligors
with no or little prospects of repayment from their business activities or through assets liquidation. This
category also includes borrowers with significant payment delays and/or deemed insolvent.

Sovereign and Banks and Financial Institutions

External Rating Grade Credit Quality Description

AA+, AA, AA- High

A+ A A- High
BEB+, BBB, BBRB- Standard
BB+, BB, BB- Standard
B+, B, B- Weak
CCC+, CCC, CCC- Weak
CC,C,D Credit-impaired

Non-retail Loans

Internal Rating Grade Credit Quality Description

Performing

1 High

2 High

3 High
4 Standard
5 Standard
6 Standard
7 Weak
Non-performing

— D O

0

Credit-impaired
Credit-impaired
Credit-impaired

The internal rating grade is based on the obligor risk rating (which is mapped to FD) and therefore does not incorporate facility risk
characteristics and structure such as the existence of credit risk mitigants (impacting therefore LGD). For this reason, an obligor risk
rating can be mapped to various supervisory classifications depending on the expected credit loss Jevel.
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

53.

CREDIT RISK (continued)

53.4. Credit Quality (continued)

Retail
Internal Rating Grade Credit Quality Description

Performing
BO (0 days past due) High
B1 (1 to 30 days past due) Standard
B2 (31 to 60 days past due) : Standard
B3 (61 to 90 days past due) Weak
Non-performing
B4 —B6 (91 to 180 days past due) Credit-impaired
B7 - B12 (181 days to 360 days past due) Credit-impaired
B13 (more than 360 days past due} Credit-impaired

The credit quality descriptions can be summarised as follows:

High: there is a very high likelihood that the asset will be recovered in full. Borrowers in this category demonstrate
a strong ability and willingness to fulfill their obligations on due time.

Standard; there is a high likelihood that the asset will be recovered in full. The lower end of this category includes
borrowers in their early stages of delinquency, suggesting a potential reduction in their ability to repay their
obligations.

Weak: there are concems about the obligor’s ability to make timely payments, aithough no default has occurred
yet. Borrowers who continue to make payments, albeit with delays, are under close monitoring and follow-up. The
likelihood of loss is increasing in this category.,
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

53. CREDIT RISK (continued)
53.4. Credit Quality (continued)

The table below shows the credit quality of the Group’s loans and advances to customers based credit quality segment
and stage classification.

2025

Stage 1 Stage 2 Stage 3 Total

LBP Million LBP Miliion LBP Million  LBP Million

Loans and advances to customers at amortised cost 100,530,695 2,293,970 19,675,664 122,500,329

Corporate and SMEs 42,429,754 2,271,532 15,644,546 60,345,832
Performing

High 4,486,739 - - 4,486,739

Standard 37,716,332 1,351,634 - 39,067,966

Weak 226,683 519,898 - 1,146,581

Non-performing

Credit-impaired 15,644,546 15,644,546

Retail and Private Banking 58,100,931 22,438 3,176,713 61,300,082
Performing

High 46,191,041 - - 46,191,041

Standard 11,909,890 18,406 - 11,928,296

Weak - 4,032 - 4,032
Non-performing

Credit-impaired - - 3,176,713 3,176,713
Public sector 10 - 854,405 854,415
Performing

High 10 - - 10
Non-performing

Credit-impaired - - 854,405 854,405
Loans and advances to related parties at amortised cost 198,255 - - 198,255
Performing

High 198,255 - - 198,255
Off-balance sheet loan commitments and financial

guarantee contracts 28,008,227 793,586 506,570 29,308,383
Performing

High 7,404,887 - - 7,404,887

Standard 20,454,408 579,077 - 21,033,485

Weak 148,932 214,509 - 363,441
Non-performing

Credit-impaired - - 506,570 506,570
Total 128,737,177 3,087,556 20,182,234 152,006,967
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2025

53. CREDIT RISK (continued)

53.4. Credit Quality (continued)

Loans and advances to customers at amortised cost
Corparate and SMEs
Performing
High
Standard
Weak
Non-performing
Credit-impaired
Retail and Private Banking
Performing
High
Standard
Weak
Non-performing
Credit-impaired
Public sector
Performing
Weak
Non-performing
Credit-impaired

Loans and advances to related parties at amortised cost
Performing
High

Off-balance sheet loan commitments and financial
guarantee contracts
Performing
High
Standard
Weak
Non-performing
Credit-impaired

Total

2024
Stage | Stage 2 Stage 3 Total
LBP Mitlion LBP Million LBP Million LBP Million
78,264,067 6,335,533 22,449 488 107,049,088
25,092,459 6,256,829 16,111,773 48,361,061
243,604 144,941 - 388,545
25,628,904 5,008,608 - 30,637,512
119,951 1,103,280 - 1,223,231
- - 16,111,773 16,111,773
32,271,608 76,213 5,009,351 57,357,172
42,766,593 - - 42,766,593
9,505,015 65,687 - 9,570,702
- 10,526 - 10,526
- - 5,009,351 5,009,351
- 2,491 1,328,364 1,330,855
- 2,491 . 2,491
- - 1,328,364 1,328,364
361,848 - - 361,848
361,848 - - 361,848
33,941,016 651,374 504,694 35,097,084
6,995,106 6,442 - 7,001,548
26,863,673 247,800 - 27,111,473
82,237 397,132 - 479,369
- - 504,694 504,694
112,566,931 6,986,907 22,954,182 142,508,020
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

53. CREDIT RISK {continued)
53.5. Maximum Exposure to Credit Risk and Collateral and Other Credit Enhancements (continned)

Collateral and Other Credit Enhancements

The Group obtains collaterals during its lending activities as a protection against potential losses that may result
when borrowers default on their credit obligations. The amount and type of collateral required depend usually on
the obligor’s creditworthiness. Guidelines are implemented regarding the acceptability of types of collateral and
valuation parameters.

Management monitors the market value of a received collateral on a regular basis and requests additional
collaterals in accordance with the underlying agreement when deemed necessary.

The main types of collateral obtained are as follows:

o Securities: the balances shown represent the fair value of the securities.

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

©  Real estate (commercial and residential); the Group holds, in some cases, a first-degree mortgage over
residential property (for housing loans) and commercial property (for commercial loans). The value
shown reflects the fair value of the property limited to the related mortgaged amount.

In addition to the above, the Group also obtains corporate guarantees from parent companies for loans to their
subsidiaries, personal guarantees from shareholders of the borrowing company and assignments of insurance or
biils proceeds and revenues, which are not reflected in the above table.

54, MARKET RISK

Market risk 1s defined as the potential loss in both on-balance sheet and off-balance sheet positions resulting from
movements in market risk factors such as foreign exchange rates, interest rates and equity prices.

The responsibilities of the Market Risk function are to identify, measure, monitor, control and report the market
nisk profile. This is achieved by efficiently applying a robust risk management framework across treasury,
investment portfolio, and asset and liability activities. The Group monitors the risk profile generated by these
activities in order to ensure that it remains aligned with the approved risk policies and limits.

The Group conducts stress tests on a regular basis using various scenarios and agsumptions that are deemed plausible
and relevant in line with its business model] and operating environment.

A CURRENCY RISK

Foreign exchange {or currency) risk is the risk that the value of a portfolio will fall as a result of changes in foreign
exchange rates. The major sources of this type of market risk are imperfect correlations in the movements of
currency prices, fluctuations in interest rates and exchange rate volatility in general. The Group is subject to
currency risk on financial assets and liabilities that are denominated in currencies other than the Lebanese Pound.
Most of these financial assets and liabilities are in US Dollars and Euros. The Group has also exposure to foreign
currency risk through its subsidiaries that have a functional currency other than Lebanese Pounds.
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2025

54, MARKET RISK (contipued)

A CURRENCY RISK (continued)

As disclosed in Note 1.3, the Group’s assets and liabilities in foreign currencies are valued at the official published
exchange rate which does not always represent a reasonable estimate of cash flows in Lebanese Pounds that would

bave to be generated/used from the realisation of such assets or the payment of such liabilities.

The following tables present the breakdown of assets and liabilities of the Group by currency.

2025
LBP USD EUR TRY Other Total
LBP Mitlion LBP Million LBF Million LEBP Million LBP Million LBP Million
Assets
Cash and balances with central banks 3,191,292 748,437,087 71,947,198 - 45,740,965 869,316,542
Due from banks aod financial institutions 102,523 122,534,518 11,530,675 172 18,112,400 152,280,288
Derivative financial instruments - 140,906 158,129 - 1,223,718 1,522,753
Financial assets at fair value through profit or
loss - 30,314,206 - - 153,771 30,467,977
Loans and advances to customers af amortised
cost 356,575 53,549,000 28,258,874 138 19,706,047 101,870,641
Lcans and advances 10 related parties at
amortised cost 2,282 189,551 6,368 - 54 198,255
Debtors by acceptances - 447,863 343,770 - - 791,633
Financiat assets at amortised cost 2,032,799 84,644,747 26,356,448 - - 113,033,994
Financial assets at fair value through other
comprehensive income 11,687,726 30,346,641 72,957 - 280,320 42,387,644
Property and equipment and right-of-use
assets 21,205,201 - 480,693 - 3,938,145 25,624,039
Iutangible assets 295,484 - 99,207 - 219,510 614,791
Assets obtained in settlement of debt 4,852,019 - - - - 4,852,019
Other assets 346,525 4,799,789 1,069,114 - 596,941 6,812,369
Deferred tax assets 107 - 478,990 - 38,271 517,368
Goodwill - - - - 3,145,119 3,145,119
Total assets 44,072,534 1,075404,314 140,802,613 310 93,155,661 1,353,435,432
Liabilities and shareholders’ equity
Due to central banks 2222338 204,280 2,652 - - 2,429270
Due to banks and financial institutions 12,800 10,276,336 1,597,137 - 1,459,184 13,345,457
Derivative financial instmments - 256,343 185,588 - 702,175 1,144,106
Customers® deposits 7481,573 993,597,504 119,155,453 6,097  32,335367 1,152,575,994
Deposits from related parties 7,166 1,122,584 245,053 - 42,230 1,417,033
Debt issued and other borrowed funds - 10,529,667 - - - 10,529,667
Engagements by acceptances - 447,863 343,770 - - 791,633
Other liabilities 3,369,034 6,886,624 1,452,601 - 1,863,575 13,571,834
Current tax liability 314,401 (2,555) 4,303 - 58,467 374,616
Deferred tax liabilities 2,047,620 - - - 77,997 2,125,617
Provisions for rigks and charges 1,380,724 46,505,521 1,726,764 - 1,816,762 51,429,771
Shareholders” equity 41,024,861 21,403,845 12,808,101 - 28,463,627 103,700,434
Total liabilities and shareholders’ equity 57,860,517  1,091,228,012 137,521,422 6,097  66,819384 1,353,435432
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54, MARKET RISK (continued)

A. CURRENCY RISK (continued)
2024
LBP UsSD EUR TRY Cther Total
LBP Million LBP Million ~ LBP Million  LBP Million  LBF Million LBP Million
Assets
Cash and balances with central banks 4,203,212 784,760,617 59,724,714 - 16,375,999 865,064,542
Due from banks and financial institutions 132,790 123,012,258 7,966,401 2,148 18,865,047 149,978,644
Derivative financial instruments - 86,781 457,807 - 589,796 1,134,384
Financial assets at fair value through profit or
loss 6,013 12,343,951 - - 249,378 12,599,342
Loaus and advances to customers at amortised
cost 354,426 42,867,205 25,326,285 131 17,248,352 85,796,399
Loans and advances 1o related parties at
amortised cost 2,740 350,994 7,994 - 120 361,848
Debtors by acceptances - 161,632 443 407 - 30,421 635460
Financial assets at amortised cost 2,043,742 82,418,537 28,110,048 - - 112,572,327
Financial assets at fair value through other
comprebensive income 11,179,692 15,030,532 61,301 - 244,537 30,516,062
Property and equipment and right-of-use
agsets 21,100,039 - 425,756 - 3,517,241 25,043,036
[otangible assets 254,941 - 72,479 - 107,892 435,312
Assets obtaived in sertlement of debt 5,019,955 - - - - 5,019,955
Other assets 382,338 4,548,795 580,354 - 487,451 5,998,938
Deferred tax assets 107 - 463,376 - 44,511 507,994
QGoodwill - - - - 2,748,350 2,748,350
Assets held for sale - 43,728,038 52,715,614 99,998,159 4,186,640 200,628,451
Total assets 44,679,995 1,113,309,340 176,355,536 100,000,438 64,695,735 1,499,041,044
Liabilities and sharehotders’ equity
Due to ceniral banks 2,282,189 536,875 4,804 - - 2,823,868
Due to banks and financial institations 16,761 12,662,162 622,616 - 10,237,388 23,538,927
Derivative financial mstruments - 157,422 429813 56 526,743 1,114,034
Customers” deposits 5956274 974317243 102,207,530 47188 25230424 1,107,716.259
Deposits from related parties 9,930 1,161,332 319,460 4315 42,293 3,537,330
Debt issued and other borrowed finds - 23,953,218 - - - 23,953,218
Engagements by acceptances - 161,632 443,407 - 30,421 635,460
Other labifites 1,825,630 13,417,949 1,386,166 - 1,677,635 18,307,380
Current tax liability 1,239,754 100 6,758 - 278,568 1,525,180
Deferred tax liabilities 1,509,485 - - - 31,321 1,940,806
Provisions for risks and charges 13,846,805 22,482,810 1,004,673 - 1,729,453 39,003,741
Liabilities beld for sale - 67,177,861 11,546,393 75,185,395 28,007,081 181,916,730
Shareholders’ equity 25,834,988 21,271,013 9,382,616 12,627,973 23,851,521 92,968,111
Total liabilities and shareholders” equity 52,921,816  1,139,299,617 127,354,236 87,822,527 91,642,348  1,499,041,044
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54. MARKET RISK (continued)
A CURRENCY RISK (continued)

Assets and liabilities in foreign currencies presented in the tables above include onshore assets and liabilities in
foreign currencies that are subject to de-facto capital controls in Lebanon, which is further explained in Note 1.
These are held by entities operating in Lebanon and Management expects that they will be realised/settled without
recourse to foreign currency cash and/or foreign bank accounts outside Lebanon (“fresh funds”}). Hence these
caunot be perceived to have an economic value equivalent to that of offshore foreign currency assets and liabilities,
and should be viewed and managed separately. The tables below detail onshore assets and liabilities in foreign

currencies:

Assets

Cash and balances with central banks

Due from banks and financial ingtitutions

Financial assets at fair value through profit or loss

Loans and advances to customers at amortised cost

Loans and advances to related parties at amortised cost

Financial assets at amortised cost

Financizal assets at fair value through other comprehensive income
Other assets

Total assets

Liabilities

Due to centrai banks

Due to banks and financial institutions
Customers' deposits

Deposits from related parties

Other liabilities

Provisions for risks and charges

Total liabilities

Assets

Cash and balances with central banks

Due from banks and firancial institutions

Financial assets at fair value through profit or loss

Loaas and advances to customers at amortised cost

Loans and advances to related parties at amortised cost

Financial assets at amortised cost

Financial assets at fair value through other compreheusive income
Other assets

Total assets

Liabilities

Due to central banks

Due to banks and financial institutions
Customers’ deposits

Deposits from related parties

Other liabilities

Provisions for risks and charges

Total liabilities

2025
UsD EUR Other Total
LBF Million  LBP Million LBP Millipn  LBP Millien
741,235,248 43,116,415 615,567 784,967,230
5,648 - - 5,648
952,390 - - 952,390
1,407,455 1,369 - 1,408,824
180,203 - - 180,203
58,303,347 - - 58,303,347
79,648 - - 79,648
3,905,393 - - 3,905,393
806,069,332 43,117,784 615,567 849,802,683
198,292 - - 198,292
711,132 1,001 41 712,174
796,437,012 39,493,048 5,483,603 841,413,663
697,693 9,586 5,092 712371
5,004,772 328,248 97,588 5,430,608
41,002,156 - - 41,002,156
844,051,057 39,831,883 5,586,324 889,469,264

2024
UsD EUR Other Total
LBF Million LBP Million  LBP Millien LBP Miilion
776,810,000 37,937,031 573,503 815,320,534
308,342 - - 308,342
1,206,450 - - 1,206,450
6,642,915 251,632 - 6,894,547
187,373 - “ 187,373
58,304,252 - “ 58,304,252
115,092 - - 115,092
3,801,752 3,115 389 3,805,256
847,376,176 38,191,778 573,892 886,141,846
530,869 - - 530,369
733,747 888 42 734,677
823,391,058 36,632,830 5,331,366 865,355,254
1,737,331 123,758 13,872 1,874,961
7,395,722 331,462 112,725 7,839,909
19,806,576 - - 19,806,576
853,595,303 37,088,938 5,458,005 896,142,246
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54, MARKET RISK (continued)

B. INTEREST RATE RISK

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the fair
value of financial instrumaents. The Group is exposed to interest rate risk as a result of mismatches of interest rate
repricing of assets and liabilities. Positions are monitored on a regular basis by Management and, whenever
possible, hedging strategies are used to ensure positions are maintained within established limits.

The table below shows the sensittvity of interest income to 1% parallel changes in interest rates, all other variables
being held constant.

The impact of interest rate changes on net interest income is due to assumed changes in interest paid and received
on floating rate financial assets and liabilities and to the reinvestment or refunding of fixed rated financial assets
and liabilities at the assumed rates. Given the prolonged nature of the Lebanese crisis and related high level of
uncertainties, the Group expects the low interest rates environment for the local foreign currency to continue
prevailing in Lebanon until the Gap Law is implemented, and banks resume their normal operations. The Central
Bank of Lebanon has already decreased interest rates used by the Lebanese banking sector through its various
intermediate circulars,

The change in interest income is calculated over a 1-year period while the effect of any future associated hedges
that can be implemented by the Group is not accounted for.

2025 2024
Decrease in Basis LBP Million LBP Million
Points Decrease Decrease
LBP - 100 43,707 42,328
uUsD - 100 3,893,282 3,662,189
EUR -100 52,992 25,827
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Bank Audi sal

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 3] December 2025

54, MARKET RISK (continued)

C PREPAYMENT RISK

Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterparties repay or
request repayment earlier than expected. This is applicable for example on fixed rate loans when market interest rates
fall.

In Lebanon and following the severe devaluation of the local currency in the parallel market and prevalence of multiple
exchange rates, prepayment activities in the lending portfolio accelerated at the onset of the Lebanese crisis. However,
in view of the quasi-absence of any local interest rate benchmarks due to the crisis and given that the Bank in Lebanon
prioritised the implementation of a de-risking strategy for loan exposures granted pre-October 2019, the Group considers
the impact of prepayment risk resulting from these transactions to be negligible.

For new lending in international dollars in Lebanon and lending activities conducted by the Group’s subsidiaries, market
risks that could lead to prepayments are regarded as immaterial. Accordingly, the Group considers the impact of
prepayment risk on net profits to be insignificant after considering any penalty fees received on prepayment activities,
when existing,

D. EQUITY PRICE RISK

Equity price risk is the risk that the value of a portfolio will fall as a result of a change in stock prices. Risk factors
underlying this type of market risk are a whole range of various equity (and index) prices corresponding to different
markets {(and currencies/maturities) in which the Group holds equity-related positions.

Given the Group’s very low tisk appetite for this type of risk and whenever equity exposures exist, the Group sets tight
limits on such exposures and the types of equity instruments that are allowed. Nevertheless, depending on the complexity
of financial instruments, equity risk can be measured in terms of market value of a stock or index position, and also in
terms of price sensitivities, such as the sensitivity of the value of a portfolio to changes in the underlying asset’s price.

Equity price risk exposure arises from equity securities classified at fair value through other comprehensive income. A 5
percent increase in the value of the Group’s equities at 31 December 2025 would have increased cumulative changes in
fair value by LBP 574,300 million (2024: LBP 557,882 million). An equivalent decrease would have resulted in an
equivalent but opposite impact.

53. LIQUIDITY RISK

Liquidity risk arises because of the possibility that the Group might be unable to meet its payment obligations when they
fall due under both normal and stressfial conditions.

The Group manages liquidity at each entity level independently while keeping oversight of intra-group dependencies,
when existing. The Group recognizes that its ability to meet its liquidity requirements, including its international
commitments, may come under increasing pressure under a deteriorating operating environment. Following October 2019
events, the Bank’s foreign currency liquidity in Lebanon was subject to an unprecedented pressure, which led
Management to implement a series of remedial measures to address these challenge.

Monitering Process
Due to the ongoing economic and financial crisis in Lebanon, Management has prioritized monitoring of international
liquidity coverage relative to intemational commitments, including external accounts.

To support this activity, the Treasury function monitors and reports daily and intra-day inflows and outflows for major
currencies and ensures that funding gaps are addressed. Separately, the Market Risk function conducts daily monitoring
of international liquidity positions for major applicable currencies and regularly subraits ALM Risk reports to ALCO
showing changes in liquidity positions as well as the evolution of key internal and regulatory liquidity risk metrics.

The Board and BGRC receive updates on the liquidity risk profile of each banking unit at least quarterly.
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55. LIQUIDITY RISK (continued)
Monitoring Process (continued)

Liquidity Stress Tests

The liquidity position is assessed under various scenarios, including simulation of Group-specific and market-wide crises.
The stress scenarios are applied to both on-balance sheet and off-balance sheet commitments to provide a comprehensive
view of potential liquidity impact.

Scenarios may include, among others, the following assumptions:
+  Significant withdrawals of deposits.
= Significant withdrawals of undrawn and committed credit lines.
+  Significant reduction in assets that are eligible as collateral,

Liquidity Risk Policies

The Group has put in place policies and measures for monitoring and managing liquidity risk. These include setting up
remedial actions to be taken in response to potential liquidity stress events. Among these policies is the Asset Liability
Management (ALM) Risk Policy, which is reviewed by ALCO and submitted to the Board Group Risk Committee for
review.

Liquidity Ratios

The liquidity position is assessed and managed under a variety of scenarios, giving due consideration to stress factors
relating to both the market in general and the Group specifically. In Lebanon, the Group monitors on a regular basis the
coverage of available international foreign currency liquidity relative to external accounts over various time horizons.

Since the onset of the Lebanese crisis, the Central Bank of Lebanon has introduced various requirements. Among these
measures, Lebanese banks are required to maintain international liquidity in the form of banknotes, current account
balances with foreign correspondent banks (free of any obligation) and investment-grade international bonds in excess
of 100% of external account deposits and other international commitments (including issued letter of credits and letter of
guarantees in international dollars). Additionally, Lebanese banks should maintain a minimum net free iquidity balance
(after covering external accounts and international commitments previously mentioned), in addition to the fair value of
Lebanese Eurobonds holding in excess of 3% of their total foreign-currency deposits (excluding extemal accounts) as at
30 June 2025. Barks whose situation is incompatible with the provisions of the paragraph above are granted a time-limit
ending on 30 June 2026 to adjust their situation accordingly.

Sources of Funding

Customers” deposits were the main funding source of the Group as at 31 December 2025 and 2024. The distribution of
sources and the maturity of deposits are actively monitored in order to aveid high concentration of deposits by maturity
and size. The Group monitors the percentage of core deposits to total deposits and aims to maintain this percentage at a
high level.

The Group stresses the importance of customers’ deposits as source of funds to finance its lending activities. This is
monitored by using the advances to deposits ratio which compares loans and advances to customers as a percentage of
clients’ deposits.

LBP Foreign Currencies

2025 2024 2025 2024

% % % %

Year-end 5 6 9 8
Maximum 6 14 9 14
Minimum 4 6 7 7
Average 5 10 8 10
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55. LIQUIDITY RISK (continued)

Analysis of Financial Assets and Liabilities by Remaining Contractual Maturities

The table below summarises the maturity profile of the Group’s financial assets and liabilities as of 31 December based
on contractual undiscounted cash flows. The contractual maturities were determined based on the period remaining to
reach maturity as per the statement of financial position’s actual commitments. Repayments which are subject to notice
are treated as if notice were to be given immediately.

2025
Less than i3 31012 Ito5 Over 5
I Menth Months Months Years Veurs Total
LBP Miilion LBF Miilion LEP Mlilion LBP Mililion LBP Million LBP Miitlon
Financial assets
Cash and balances with central banks 531,785,324 1,425,706 - 336,105,512 - 869,316,342
Due from banks and firancial institutions 100,296,271 ¥1,611,185 14,372,912 - - 152,280,288
Derivative financial instraments 1,522,753 - - - - 1,522,753
Financial assets at fair value through profit
or loss 11,966,690 3,479,095 6,135,531 6,237,250 2,649,411 30,467,977
Loans and advances o customers at amortised
cost 27,079,763 36,825,720 16,779,696 11,474,982 2,710,480 101,870,641
Loans and advances te related parties at
amortised cost 14,242 5,467 24,738 132,505 21,303 198,255
Debtors by acceplances 87,736 506,697 151,058 287 45,855 791,633
Financial assets at amortised cost 2,174,118 2,786,181 36,748,738 71,324,957 - 113,033,994
Financial assets at fair value through other
comprebensive incore 894,390 4,152,774 3,078,848 19,847,228 14,414,404 42,387,644
Total finencial agsets 675,821,287 86,792,745 7,29L,521 445,122,721 26,841,453 1,311,869,727
Financial liabfities
Due to central banks 10,358 35,404 38,432 2,298,709 235,861 2,618,764
Due to banks and financial institutions 7,903,887 340,700 544,694 3,733,855 822,321 13,345,457
Derivative financial instruments 1,144,106 - - - - 1,144,106
Customers® deposits 1,075,625,725 40,596,123 33,278,882 493,014 2,656,373 1,152,650,117
Deposits from related parties 1,300,211 92,664 21,802 180 2,086 1,417,033
Debt issued and other borrowed funds - - 329,972 10,647,251 - 10,977,223
Engagements by acceptances 87,736 506,697 151,058 287 45,855 791,633
Lease liabilities - 24,164 72,955 372,760 16,696 496,575
Total financial linbilities 1,086,072,023 41,595,752 34,437,885 17,546,056 3,789,192 1,183,440,908
Net Hquidity position (410,250,736) 45,196,993 42,853,636 427,576,665 23,052,261 128,428,819
2024
Less than 1w} 3ta 12 lws COver 5
1 Month Months Months Years Years Toual
LBP Million LBP Million LBP Million LBP Million LBP Million LBP Miltion
Financial assets
Cash and balsnces with central banks 505,744,952 37,020,567 - 337,949,630 - 380,715,149
Dug from banks md financial institutions 105,346,083 16,585,598 27,161,712 984,613 - 150,084,006
Derivative financial instruments 1,134,384 - - - - 1,134,384
Financial assets ai fair value through profit
or loss 10,543,838 - 33,142 33,142 1,989,220 12,599,342
Loans and advances to customers at amortised
<ost 38,510,347 15,109,630 16,381,888 13,181,110 5441713 88,624,768
Loans and advanees to related parties at
amortised cost 493 87 22,285 289,210 49,773 361,348
Debtors by acceptances 148,007 436,264 12,646 - 38,543 635,460
Financial assets at amortised cost 2,458,211 7,001,760 20,141,113 86,927,422 - 116,528,506
Financial asssts at fair value through other
comprehensive income - - 4,033,028 14,489,016 11,994,018 30,516,062
Total financial assets 663,886,315 76,153,926 47,791,814 453,354,143 19,513,327 1,281,199,525
Financial liabilities
Due to central banks 10,810 11,746 207,441 2,280,331 313,340 2,823,868
Due to banks ard financial ingtitutions 16,801,658 7 2,264 1,064,563 5,670,391 23,538,920
Derivative financizl instruments 1,114,034 - - - - 1,114,034
Customers’ deposits 1,021,470,618 46,685,940 36,760,414 1,150,698 1,770,384 1,107,838,054
Deposits from related parties 3,262,171 95,235 23,589 157,683 5,099 3,543,177
Debt issued and other borrowed funds 13,425,000 - - 10,528,218 - 23,953,2{8
Engagements by acceptances 148,007 436,264 12,646 - 38,543 635,460
Lease liabilities - 20,552 58,859 375,084 - 454,495
Total financtal lizbilities 1,056,232,298 47,249,760 37,065,243 15,556,777 7,797,757 1,163,901 835
Net liquidity position (392,345,583) 28,904,166 30,726,571 438,297,366 11,715,570 117,297,699
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58. LIQUIDITY RISK (continued)
Analysis of Financial Assets and Liabilities by Remaining Contractual Maturities (continued)
The table below shows the contractual expiry by maturity of the Group’s contingent liabilities and commitments. Each

undrawn loan commitment is included in the time band containing the earliest date it can be drawn down. For issued
financial guarantee contracts, the maximum amount of the guarantee is allocated to the earliest period in which the

guarantee could be called.

2025
Less than 3 31012 lto5 More than
Months Months Years 5 Years Total
LBP Million  LBP Million LBP Million LBP Million  LBP Million
Financial guarantees 10,249,553 2,066,093 325,352 - 12,640,998
Other guarantees 3475475 1,034,852 1,246,316 - 5,756,643
Documentary credits 8,348,199 239,438 210,246 - 8,797,883
Loan commitments 18,172,385 911,260 - - 19,083,645
40,245,612 4,251,643 1,781,914 - 46,279,169
2024
Less than 3 3012 lil More than
Months Months Years 5 Years Total
LBP Million LBP Miilion LBP Million LBP Million LBP Million
Financial guarantees 12,881,591 2,749,002 211,931 - 15,842,524
Other guarantees 3,684,948 1,244,058 1,080,655 - 6,009,661
Documentary credits 8,222,522 2,865,555 94,836 - 11,182,913
Loan commitments 29,229,263 - 585,596 - 29,814,859
54,018,324 6,858,615 1,973,018 - 62,849,957
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55.  LIQUIDITY RISK (continued)

Maturity Analysis of Assets and Liabilities

The table below summarises the maturity profile of the Group’s assets and liabilities.

The maturity profile of the assets and liabilities at 31 December 2025 is as follows:

Assels

Cash and balances with central banks

Due from banks and financial institutions

Derivative financial instruments

Financial assets at fair value through profit or loss
Loans and advances to custemers at amortised cost
Loans and advances to related parties at amortised cost
Debtors by acceptances

Financial assets at amortised cost

Financial assets at fair value through other comprehensive income
Property and equipment and right-of-use assets
Intangible assets

Assets obtained in settlement of debt

Orther assets

Deferred tax assets

Goodwill

Total assets

Liabilities and shareholders’ equity
Due to central banks

Due to banks and financial institutions
Derivative financial instmments
Customers’ deposits

Deposits from related parties

Debt issued and other borrowed funds
Engagements by acceptances

Other liabilities

Current tax liability

Deferred tax liabilities

Provision for risks and charges
Shareholders’ equity

Total liabilities and shareholders’ equity

Less than More than
1Year 1Year Total
LBP Million LBP Million LBP Million
533,211,030 336,105,512 869.316,542
152,280,288 - 152,280,288
1,522,753 - 1,522,753
21,581,316 8,886,661 30,467,977
80,685,179 21,185,462 101,870,641
44,447 153,808 198,255
745,491 46,142 791,633
41,709,037 71,324,957 113,033,994
8,126,012 34,261,632 42,387,644
- 25,624,039 25,624,039
- 614,791 614,791
- 4,852,019 4,852,019
4,854,629 1,957,740 6,812,369
- 517,368 517,368
- 3,145,119 3,145,119
844,760,182 508,675,250 1,353,435,432
80,469 2,348,801 2,429,270
8,789,281 4,556,176 13,345,457
1,144,106 - 1,144,106
1,149,481,404 3,094,590 1,152,575,994
1,414,767 2,266 1,417,033
- 10,529,667 10,529,667
745,491 46,142 791,633
10,305,268 3,266,566 13,571,834
374,616 - 374,616
- 2,125,617 2,125,617
- 51,429,771 51,429,771
- 103,700,434 103,700,434
1,172,335,402 181,100,030 1,353,435,432
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33. LIQUIITY RISK - MATURITY PROFILE (continued)

Maturity Analysis of Assets and Liabilities (continued)

The maturity profile of the assets and liabilities at 31 December 2024 is as follows:

Assets

Cash and balances with centrai banks

Due from banks and financial institutions

Derivative financial instruments

Financial assets at fair value through profit or loss
Loans and advances to customers at amortised cost
Loans and advances to related parties at amortised cost
Debtors by acceptances

Financial assets at amortised cost

Financial assets at fair value through other comprehensive income
Property and equipment and right-of-use assets
Intangible assets

Assets obtained in settlement of debt

Other assets

Deferred tax assets

Goodwill

Assets held for sale

Total assets

Liabilities and shareholders’ equity
Due to central banks

Due to banks and financial institutions
Denvative financial instruments
Customers” deposits

Deposits from related parties

Debt issued and other borrowed funds
Engagements by acceptances

Other liabilities

Current tax liability

Deferred tax liabilities

Provision for risks and charges
Liabilities held for sale

Shareholders’ equity

Total liabilities and shareholders” equity

56. NON FINANCIAL RISKS

Less than Mare than
1Year IYear Total
LBF Million  LBP Million LBP Million
511,464,304 353,600,238 865,064,542
148,994,032 984,612 149,978,644
1,134,384 - 1,134,384
10,576,980 2,022,362 12,599,342
69,145,817 16,650,582 85,796,399
22,865 338,983 361,848
596,917 38,543 635,460
28,660,255 83,912,072 112,572,327
4,033,028 26,483,034 30,516,062
- 25,043,036 25,043,036
- 435,312 435312
- 5,019,955 5,019,955
4481,135 1,517,803 5,998,938
- 507,994 507,994
- 2,748,350 2,748,350
113,172,329 87,456,122 200,628,451
802,282,046 606,758,998  1,499,041,044
229,997 2,593,871 2,823,868
16,803,975 6,734,952 23,538,927
1,114,034 - 1,114,034
1,104,795,177 2,921,082 1,107,716,259
3,374,548 162,782 3,537,330
13,425,000 10,528,218 23,953,218
596,917 38,543 635,460
15,738,275 2,569,105 18,307,380
1,525,180 - 1,525,180
- 1,940,806 1,940,806
- 39,063,741 39,063,741
151,316,042 30,600,688 181,916,730
- 92,968,111 92,968,111
[,308,919,145 [90,121,89%  1,499,041,044

Non-Financtal Risks (including Operational, Information and Cyber Security, as well as Business Disruption
risks) are administered by an independent function reporting to the Group Chief Risk Officer,

Non-Financial risks are managed across the Group based on a set of principles and standards detailed in the Board-
approved Group Operational Risk Policy and the Corporate Information Security Policy. These principles and
standards include at a minimum: redundancy of mission-critical systems, segregation of duties, least-privilege
principle, four-eye principle, independency of employees performing controls, reconciliations, establishment of
second level controls, mandatory vacations, awareness and training. Controls are also embedded within systems

and formalised in policies and procedures.
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56. NON FINANCIAL RISKS (continued)

Incidents are captured and analysed to identify their root causes. Based on this analysis, corrective and preventive
measures are recomirmended to prevent future reoccurrences. Furthermore, Risk and Control Assessments (RCAs)
are conducted to identify outstanding risk exposures and control vulnerabilities associated with existing or new
products, processes, activities and systems. Key Risk Indicators (KRIs) are also developed and monitored
periodically to detect breaches and alarming trends. Recommendations to improve the control environment are
communicated to concerned parties and issues are escalated to Management as deemed necessary. Beginning
2023, a new management committee called the Audit Findings Review Committee (AFRC) was established to
ensure the appropriate and timely resolution of internal audit, external audit, regulatory recommendations and
findings.

The Group implements comprehensive data protection measures to safeguard personal and sensitive information.
This includes adherence to applicable laws and regulations, including in particular Law no. 81/2018 (Electronic
Transactions and Personal Data Law), the provisions relating to Lebanese banking secrecy, and Banque du Liban
(BDL) basic circular no.146 concerning the General Data Protection Regulation (GDPR) with regard to the
processing of personal data and on the movement of such data. Measures were developed to address the protection
of electronic personal data to ensure that it is secured against alteration, theft, leakage, damage, or any form of
misuse, whether intentional or unintentional. Physical data on the other hand is govemed by distinct security
policies, archival procedures and proper retention in line with applicable legal and regulatory requirements. The
Bank also ensures that third-party service providers comply with data protection requirements through contractual
agreements.

To ensure the continuity and timely resumption of critical business activities due to the potential risk of system
disruptions or other unforeseen events, the Group has been continuously maintaining a world-class business
continuity and disaster recovery site that was awarded the Tier 4 — Fault Tolerant Certification of Design
Documents and Constructed Facility. A Business Continuity Plan (BCP) was also developed and is regularly
updated to minimise the risk of interruption of critical operations in case of an adverse event. Business Continuity
and Disaster Recovery rehearsals are also being conducted periodically to maintain a high operational resilience.

The Group is also abreast of latest cybersecurity threats, countermeasures, technologies and toels, and is
continuously implementing technical and non-technical measures to strengthen its cyber resilience posture.
External expert support is sought when needed.

Major incidents, RCA findings, KRI levels, business continuity actions and, information and cybersecurity
activities are reported to the Executive Committee, Board Group Risk Conunittee, and Board of Directors
periodically.

Insurances coverage (including cybercrime insurance) is used as an additional layer of mitigation and is
commensurate with the Group business activities, in terms of volurne, nature and operating environment.

57. LITIGATION RISK

At year-end, the Group had several unresolved legal claims in Lebanon and abroad, mainly those relating to the
restrictive measures in place with respect to the withdrawal of funds and transfers abroad and a civil action filed
in US federal courts in the US District Court in the Eastern District of New York (EDNY) against eleven Lebanese
banks including Bank Audi sal, asserting primary and secondary liability claims under the “Justice Against
Sponsors of Terrorism Act (JASTA)Y” and the “Anti-Terrorism Act {(ATA) which allow .S, citizens to seek
compensation from individuals or entities that provide material support to terrorist organizations evern if the
alleged acts occurred outside the United States. The lawsuit is currently in the discovery phase after courts denied
the banks’ motions to dismiss, In September 2025, the Joint Defense Group filed a new motion to dismiss. A
decision is expected this year.
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57. LITIGATION RISK (continued)

The restrictive measures adopted by Lebanese banks since the onset of the financial crisis, particularly with respect
to withdrawals and transfers abroad, have exposed the banking sector, including the Bank, to increased litigation
in Lebanon and in certain foreign jurisdictions. While litigation is inherent to the banking business and the Bank
has established procedures to manage such matters, claims arising from these exceptional circumstances largely
stem from factors beyond the Group’s control.

Litigations related to the crisis are addressed on a case-by-case basis, with Management closely monitoring their
potential impact. In this context, the Group continues to emphagize the need for a comprehensive legislative
framework capable of addressing the unconventional legal disputes arising from the current exceptional
circumstances affecting the Lebanese banking sector.

During the recent period, the number of new cases filed against the Bank has declined. Several rulings have been
issued in favor of the Bank, while certain foreign courts have declined jurisdiction over claims involving cross-
border matters. .

There are still uncertainties related to the consequences of these restrictive measures, based on the current
available information and the prevailing laws and local banking practices. Management considers that they may
affect negatively the liquidity of the Group (refer to Note 49). The amount cannot be determined presently.

At the balance sheet date, shares owned by the Bank in certain local and foreign subsidiaries were placed under
seizure, by court orders inrelation to litigations raised by customers for the transfer of funds abroad. Also, amounts
held by the Bank at foreign cormrespondent banks especially in France are being subject to conservatory seizures

(Note 18).

Complaints have also been filed by groups of individuals against “Lebanese banks” and the chairmen of their
board of directors for alleged committed crimes of tort and fraudulent bankruptcy, money laundering, fraud and
breach of trust, which resulted in different legal decisions and actions on several banks. With respect to Bank
Audi SAL, the Bank was the target of restraining orders preventing it from disposing of its assets (Notes 26 and
28} in addition to accusations of violation of the banking secrecy law. Bank Audi SAL has sought legal expertise
on the matter: common consensus converges toward the fact that the claims are baseless and with no legal grounds.
On 4 May 2023, a decision was rendered by the Disciplinary Council of Judges in Lebanon to suspend and dismiss
the Public Prosecutor of Appeal in Mount Lebanen, noting that the decision is subject to the Supreme Disciplinary
Authority. At present, the case is with the Judge of Instruction, and Management and its legal counsels are in the
opinion that the case will be dismissed for the lack of legal grounds.

Class-action [awsuit was filed by Lebanese depositors against certain Lebanese banks. The lawsuit is still at the
initial stage and was just deposited for now to be approved as a class-action lawsuit in the US. The request is now
different as they are not requesting cross-border transfer, but they are asking for damages resulting mainly for the
violation of the Racketeer Influenced and Corrupt Organisations ACT (RICO ACT). On 29 April 2026, the Court
has granted the Banks” Motions to Dismiss for lack of personal jurisdiction. This comes in line with all previous
decisions rendered by US court for lack of personal jurisdiction. The client can still appeal the decision.

In addition, the Group may, from time to time, become involved in other iegal or arbitration proceedings which
may affect its operations and results. Litigation risk arises from pending or potential legal claims against the Group
(Note 49).

58. POLITICAL RISK

External factors which are beyond the control of the Group, such as political developments and government
actions in Lebanon (Note 1) and other countries, may adversely affect the operations of the Group, its strategy
and prospects. Other important political risk factors include government intervention on the Group’s activities and
social developments in the countries in which the Group operates, political developments in Lebanon, and political
or social unrest or military conflict in neighbouring countries and/or other overseas areas. Given the above, the
Group recognises that unforeseen political events can have negative effects on the fulfilment of contractual
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relationships and obligations of its customers and other counterparties which will result in significant impact on
Group’s activities, operating results and position.

59. CAPITAL MANAGEMENT

The adequacy of the Group’s capital is monitored using, among other measures, the rules and ratios established
by the Central Bank of Lebanon, which is the lead supervisor of the Group.

Central Bank of Lebanon Intermediate Circular 567, issued on 26 August 2020, Intermediate Circular 649, issued
on 24 November 2022, Intermediate Circular 659, issued on 21 January 2023, Intermediate Circular 685, issued
on 28 December 2023, Intermediate Circular 689 issued on 2 February 2024, Intermediate Circular 726 issued on
& February 2023, Intermediate Circular 740 issued on 29 August 2025, Intermediate Circular 741 issued on 10
September 2025, Intermediate Circular 754 issued on 9 January 2026 and Intermediate Circular 760 issued on 4
May 2026 introduced several key changes to the calculation of regulatory capital adequacy ratios. These changes
include:

> Raising the regulatory expected credit loss level for Lebanese government securities in foreign currency and
Lebanese government-related exposures in same currency from 9.45% to 45% initially and then again to 75%
(the latter level to be reached by 31 December 2026). Regulatory ECL for other exposures remain vnchanged.
These levels remained applicable in 2025.

2025 2024
Type of financial instrument
Exposures to Central Bank of Lebanon in foreign currency 1.89% 1.89%
Exposures to Central Bank of Lebanon in Lebanese Pounds 0% 0%
Lebanese government securities in foreign currency 75% 75%
Lebanese government securities in Lebanese Pounds 0% 0%

» Requesting banks to increase their own funds (capital) by an amount equivalent to 20% of their Common
Equity Tier 1 capital as of 31 December 2018, through issuing new foreign currency capital instrurnents, as
well as other approaches that meet the criteria for inclusion as regulatory capital. The deadline for raising
capital was initially set at 31 December 2020 but was later extended for the banking sector to 28 February
2021. The Central Bank of Lebanon’s Central Council may exceptionally approve a bank’s completion of
50% of the 20% required capital increase through the transfer of real estate assets owned by the shareholders
to the concemed bank. However, these real estate assets must be liquidated during a 5-year period following
regulatory approval date on this transaction.

» Inclusion of gains from Foreign Currency Translation Adjustments in Common Equity Tier 1, effective from
2023 whereas regulation prior to amendments brought by Intermediate Circular 689 included only losses from
Foreign Currency Transtation Adjustments in Common Equity Tier 1 and 50% of gains in Tier 2 capital.

¥ Inclusion of 75% of cumulative change in the fair value of financial instruments classified at FVTOCI in
Common Equity Tier 1, instead of 50% of the gain in Tier 2, as was the case previously.
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59,

>

CAPITAL MANAGEMENT (continued)

Inclusion of 75% of revaluations gain of owned real estate propertics under articles 153 and 154 of the Code
of Money and Credit in Common Equity Tier 1 subject fo Central Bank verification and completion by 31
December 2026. Revaluation must be in fresh USD and recorded in LBP at specified rates (LBP 1,507.5 to
the US Dollar until 31 January 2023; LBP 15,000 to the US Dollar until 31 January 2024; LBP 89,500 to the
US Dollar until 31 May 2025; and at the official platform rate from 1 June 2025 onward).

Exceptionally during 2020 and 2021, allowing banks to draw down the 2.5% capital conservation buffer on
condition of rebuilding it progressively starting 2022 by not less of 0.75% each year, to reach the minimum
required level of 2.5% by the end of 2024. Following issuance of BDL Intermediate Circular 689, 740 and
760, Banks were once again allowed to draw down completely the 2.5% capital conservation buffer in 2023,
2024, 2025, and 2026.

Prohibiting banks from distributing dividends if capital adequacy ratios drop below 7% for Common Equity
Tier 1, 10% for Tier 1 and 12% for total capital (compared to the regulatory minimum limits of 7%, 8.5%
and 10.5% respectively, including a 2.5% capital conservation buffer).

Exceptionally for 2020 and 2021, allowing the Bank to include provisions for expected credit losses on Stage
1 and 2 exposures, excluding those relating to Lebanese sovereign and the Central Bank of Lebanon, under
regulatory Common Equity Tier 1 (previously only Stage 1 allowances were included in Tier 2 capital, subject
to a 1,25% cap relative to credit risk-weighted assets). Such provisions included under CET 1 should be
amortised over a period of 3 years starting 2022 and ending in 2024 by 25% yearly.

Exceptionally authorizing Banks the inclusion in Tier 2 of provisions for risk and charges, treated as General
Provisions, up to a limit of 1.25% of Credit Risk-Weighted assets, 31 December 2025, the amount of General
Provisions included in Tier 2 amounted to LBP 11,622,962 million (31 December 2024: LBP 12,489,668
million).

The following table shows the applicable regulatory capital ratios:

3

Common Tier 1 Tier 1 Total
Capital Ratio Capital Ratio Capital Ratio

1 December 2025

Minimum required capital ratios (waiver from 4.50% 6.00% 8.00%

C

With the full capital conservation buffer of 2.5%

apital conservation buffer)

(applicable in 2026) 7.00% 8.50% 10.50%

31 December 2024

Minimum required capital ratios 4.50% 6.00% 8.00%

g;glutil; f;ﬂllnc;gsztg; conservation buffer of 2.5% 7.00% £ 50% 10.50%
2025 2024

LBP Miltion LBP Million

Risk-weighted assets:

Credit sk 987,080,763  1,153,899,775
Market risk 23,554,655 55,276,600
Operational risk 60,887,633 94,650,010
Total risk-weighted assets 1,071,523,051  1,303,826,385
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59. CAPITAL MANAGEMENT (continued)

The regulatory capital including net foss for the year as of 31 December is as follows:

2025 2024

LBPF Millien LBP Million

Tier 1 capital 83,666,959 73,266,932
Of which: common Tier [ 82,762,459 72,362,432
Tier 2 capital 12,338,509 23,545,709
Total capital 96,005,468 96,812,641

The capital adequacy ratio including net loss for the year as of 31 December is as follows:

2025 2024
Capital adequacy — Comunon Tier 1 7.72% 5.55%
Capital adequacy — Tier 1 7.81% 3.62%
Capital adequacy — Total capital 8.96% 743%

The capital adequacy ratios as at 31 December 2025 and 31 December 2024 were calculated based on the recorded
figures and do not take into consideration the adjustments that may result from the resolution of the uncertainties
reflected in Note 1. Due to the high levels of uncertainties, the lack of observable reliable indicators, and the lack
of visibility on the government’s plans with respect to: (a) the high exposures of Lebanese bantks with the Central
Bank of Lebanon, (b) the Lebanese sovereign securities, and (c) the currency exchange mechanisms and currency
exchange rates that will be applied on foreign currencies subject to defacto capital controls, Management is unable
to estimate in a reasonable manner the impact of these matters on the Bank’s capital adequacy. Management has
concerns about the effects that the above matters will have on the capital of the Bank and the recapitalisation needs
that may arise once the necessary adjustments are determined and recorded.

60. SUBSEQUENT EVENTS

Geopolitical tensions

Subsequent to the reporting date, geopolitical tensions in parts of the Middle East have increased. Starting
February 2026, Lebanon experienced armed attacks that have escalated, causing widespread displacement and
extensive damage to local establishments and infrastructure. This armed conflict, along with its spillover effects,
has further strained Lebanon’s already crisis-affected economy, negatively impacting business operations, as well
as the income and revenues of both the private and public sectors and individuals. A temporary partial ceasefire
was declared on 16 April 2026 and has since been extended beyond the initial timeframe.

These developments arose after the reporting period and have therefore been assessed as non-adjusting events in
accordance with IAS 10 Events after the Reporting Period.

Accordingly, no adjustments have been made to the amounts recognised in the consolidated financial statements
as at 31 December 2025, which reflect conditions existing at that date.

The Group has assessed the potential impiications of these events on its operations, financial position and
performance. Based on information currently available, including the continuation of core business activities, it is
not practicable 1o reliably estimate the full financial effect of these non-adjusting events on future periods.
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