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INDEPENDENT AUDITOR’S REPORT

To: The Shareholders of EFG — Hermes Middle East and Africa Fund Limited -
Telecom Fund

Report on the financial statements ‘

We have audited the accompanying financial statements of EFG — Hermes Middle
East and Africa Fund Limited - Telecom Fund as of December 31, 2012 which
comprise the statement of financial position and the related statements of
comprehensive income, changes in net assets and cash flows for the year then ended,
and a summary of significant accounting policies, and other explanatory notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and for
such internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud
Or error.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Fund’s preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund’s internal control.

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

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

Opinion

In our opinion the financial statements referred to above present fairly, in all material
respects, the financial position of EFG — Hermes Middle East and Africa Fund
Limited - Telecom Fund as of December 31, 2012 and its financial performance, its
cash flows and changes in its net assets for the year then ended in conformity with
International Financial Reporting Standards “IFRS”.

Cairo, March 3 ﬁi@”
Kamel Magdy 1 eh, ACA

F.E.S.A.A. (R.A.A. 8510)

Saleh, Barsoum & Abdel Aziz



EFG — Hermes Middle East and Africa Fund Limited
Telecom Fund

Statement of financial position
as of December 31, 2012

Note December 31,2012 December 31, 2011

USD USD
Assets
Cash held with brokers 6) 385909 770 733
Cash at banks (N 4373 502 2 688178
Investments at fair value through profit or (8) 12 598 645 10 987 130
loss - Held for trading investments
Available for sale investments 9 361 361 756 394
Debtors and other debit balances (10) 7 466 763 979
Total assets 17 726 883 15 966 414
Liabilities
Creditors and other credit balances (11) 125510 130 567
Total liabilities 125 510 130 567
Net assets value 17 601 373 15 835 847
Number of outstanding certificates (12) 666 613 680 182
Net assets value per certificate 2640 23.28

- The attached notes from (1) to (21) form an integral part of these financial statements.
-Audit report attached.

Director Director
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EFG — Hermes Middle East and Africa Funds Limited
Telecom Fund

Statement of comprehensive income
For the vear ended December 31, 2012

Year ended Year ended
Note December 31,2012 December 31,2011
USD USD
Investment income
Interest income on banks current accounts (5-a) 2419 2 147
Dividends income (5-a) 1576 498 783 011
-Gain (loss) from investment carried at FVTPL (5-¢) 1286 571 (3 838 468)
Foreign currencies translation gain (Loss) (5-b) 69 736 (184 550)
Total investment income (loss) 2935224 (3237 860)
Investment cost
Management and incentive fees (13) 311675 314 225
Custody fees (14) 36 813 37 522
Administrator's fees (15) 18 481 33 050
Board of directors' fees (16) -- 21523
Impairment loss on AFS investements 9 361 360 1 565 563
Other expenses 97 085 74 683
Total investment cost 825 414 2 046 566
Net investment income (loss) 2 109 810 (5284 426)
Redemption fees - 872
~ Net income (loss) for the year 2109 810 (5283 554)
Other comprehensive income
~ Net (loss) on available-for-sale investments - (29 523)
Total other comprehensive income - (29 523)
Total comprehensive income (loss) for the year 2109 810 (5313077)

- The attached notes from (1) to (21) form an integral part of these financial statements.



EFG — Hermes Middle East and Africa Funds Limited
Telecom Fund

Statement of Changes in Net Assets
For the yvear ended December 31, 2012

Year Ended Year Ended
December 31,2012 December 31, 2011
USb Usb
~ Change in net assets from operations
Total comprehensive income (loss) for the year 2109 810 (5313 077)
Change in net assets from capital transactions
(Payments) on redemption of certificates during the year (344 284) (1 088 635)
Net (decrease) in net assets (used in) Capital Transactions (344 284) (1 088 635)
Total increase (decrease) in net assets during the year 1765 526 (6401 712)
Net assets at the beginning of the year 15 835 847 22 237 559
~ Net assets at the end of the year 17 601 373 15 835 847

- The attached notes from (1) to (21) form an integral part of these financial statements.



EFG — Hermes Middle East and Africa Funds Limited

Telecom Fund
Statement of cash flows

For the vear ended December 31, 2012

Cash flow from operating activities

Net income (loss) for the year

Adjusted by:

(Gain) loss on sale and measurement of investments
Impairment loss on AFS investment |
Foreign currency loss on AFS investments

Operating profit (loss) before working capital changes

(Increase) decrease in investments at fair value through

profit or loss
Decrease (increase) in debtors and other debit balances

(Decrease) in payables on purshase of investments
(Decrease) in creditors and other credit balances

Net cash generated from operating activities

Cash flows from financing activities

(Payments) on redemption of certificates

Net cash (used in) financing activities

Net changes in cash and cash equivalents during the year
Cash and cash equivalents - beginning of the year

Cash and cash equivalents - end of the year

Cash and cash equivalents are represented in:
Cash at banks
Cash held with brokers

Cash and cash equivalents at the end of the year

Year Ended Year Ended
December 31,2012 December 31, 2011
USD USD
2109 810 (5 283 554)
(1286 571) 3 838 468
361 360 1 565 563
33673 -
1218272 120 477
(324 944) 2970287
756 513 (711 368)
- (15 145)
(5057) (140 625)
1 644 784 2223 626
(344 284) (1 088 635)
(344 284) (1 088 635)
1300 500 1134991
3458 911 2323 920
4759 411 3458 911
4373 502 2 688 178
385909 770 733
4759 411 3458 911

- The attached notes from (1) to (21) form an integral part of these financial statements.



EFG — Hermes Middle East and Africa Funds Limited
Telecom Fund
Notes to the Financial Statements
For the vear ended December 31, 2012

1- General information
The EFG Hermes Telecom Fund (The Fund) is a sub-fund of EFG-Hermes Middle
East and Africa Funds Limited, an umbrella fund incorporated as a mutual fund in
Bermuda on January 27, 2000.

The Telecom fund is being established for the purpose of providing shareholders
with the opportunity of investing indirectly in telecommunications and other-
information technology companies in the Middle East and Africa. The principal
investment objective in the management of the Telecom fund's investments is to
provide investors with return in the form of long-term capital appreciation. The
Fund is investing principally in listed and unlisted equity and equity-related
securities of telecommunications media entertainment, information technology,
internet, e-commerce and related infrastructure companies incorporated or
operating in Middle East and Africa.

2- Statement of compliance

The financial statements have been prepared in accordance with International

Financial Reporting Standards.

1. Adoption of new and revised International Financial Reporting Standards

1.1. New and revised IFRS applied with no material effect on the financial

information
The following new and revised IFRS have been adopted in these financial
statements. The application of these new and revised IFRS has not had any
material impact on the amounts reported for the current and prior years as
most of them are not relevant to the Fund.

IFRS 7 Financial Instruments — Amendment of disclosure requirements
for transfer of financial assets
IAS 12 Income tax — Amendment in deferred tax recovery for

underlying assets

1.2. Standards and Interpretations in issue but not yet effective
At the date of authorization of these financial statements, the Fund has not
adopted the following relevant Standards and Interpretations that have been
issued but are not yet effective. They will be effective for annual periods
beginning on or after the dates described below.



New and
Standards

Amendment to
IAS 1
Presentation of
Items of Other
Comprehensive
Income

IFRS 9

IFRS 10

IFRS 10

Revised

Under the amendments to International Accounting Standard
(IAS 1), the ‘statement of comprehensive income’ is renamed
the ‘statement of profit or loss and other comprehensive
income’ and the ‘income statement’ is renamed the ‘statement
of profit or loss’. The amendments to IAS 1 retain the option
to present profit or loss and other comprehensive income in
either a single statement or in two separate but consecutive
statements. However, the amendments to IAS 1 require items
of other comprehensive income to be grouped into two
categories in the other comprehensive income section:

(a) items that will not be reclassified subsequently to profit or
loss and (b) items that may be reclassified subsequently to
profit or loss when specific conditions are met. Income tax on
items of other comprehensive income is required to be
allocated on the same basis — the amendments do not change
the option to present items of other comprehensive income
either before tax or net of tax. The amendments have been
applied retrospectively, and hence the presentation of items of
other comprehensive income has been modified to reflect the
changes.

IFRS 9, issued in November 2009, introduced new
requirements for the classification and measurement of
financial assets and amended in October 2010 to include
requirements for the classification and measurement of
financial liabilities and for DE recognition

IFRS 10 replaces the parts of IAS 27 Consolidated and
Separate Financial Statements that deal with consolidated
financial statements. SIC-12 Consolidation — Special Purpose
Entities will be withdrawn upon the effective date of IFRS 10.
Under IFRS 10, there is only one basis for consolidation, that
is, control. In addition, IFRS 10 includes a new definition of
control that contains three elements: (a) power over an
investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its
power over the investee to affect the amount of the investor’s
return.

IFRS 10 contains special accounting requirements for
investment entities. Where an entity meets the definition of an
'investment entity’, it does not consolidate its subsidiaries, or
apply IFRS 3 Business Combinations when it obtains control
of another entity. The investment entity consolidation
exemption was introduced by Investment Entities, issued on
31 October 2012

Effective from
annual  periods
beginning on or
after the dates

specified below
July 1, 2012

January 1, 2015

January 1, 2013

January 1, 2014



IFRS 11

IFRS 12

IFRS 13

Amendments to
IFRS 7

IAS 1

IAS 1

IFRS 11 replaces IAS 31 Interests in Joint Ventures. IFRS 11 January 1, 2013

deals with how a joint arrangement of which two or more
parties have joint control should be classified. SIC-13 Jointly
Controlled Entities — Non-monetary Contributions by
Ventures will be withdrawn upon the effective date of IFRS
11. Under IFRS 11, joint arrangements are classified as joint
operations or joint ventures, depending on the rights and
obligations of the parties to the arrangements.

In contrast, under IAS 31, there are three types of joint
arrangements: jointly controlled entities, jointly controlled
assets and jointly controlled operations. In addition, joint
ventures under IFRS 11 are required to be accounted for using
the equity method of accounting, whereas jointly controlled
entities under IAS 31 can be accounted for using the equity
method of accounting

or proportional consolidation.

IFRS 12 is a disclosure standard and is applicable to entities
that have interests in subsidiaries, joint arrangements, associates
and/or unconsolidated structured entities. In general, the
disclosure requirements in IFRS 12 are more extensive than
those in the current standards.

IFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements.
The Standard defines fair value, establishes a framework for
measuring fair value, and requires disclosures about fair value
measurements. The scope of IFRS 13 is broad; it applies to both
financial instrument items and non-financial instrument items
for which other IFRSs require or permit fair value
measurements and disclosures about fair value measurements,
except in specified circumstances. In general, the disclosure
requirements in IFRS 13 are more extensive than those required
in the current standards. For example, quantitative and
qualitative disclosures based on the three-level fair value
hierarchy currently required for financial instruments only
under IFRS 7 Financial Instruments: Disclosures will be
extended by IFRS 13 to cover all assets and liabilities within its
scope.

Require entities to disclose information about rights of offset
and related arrangements (such as collateral posting
requirements) for financial instruments under an enforceable
master netting agreement or similar arrangement.

This amendment clarifies the disclosure requirements for
comparative information when an entity provides a third
balance sheet either as required by IAS 8 ‘Accounting policies,
changes in accounting estimates and errors’, or voluntary.

The amendments to IAS 1 clarify that an entity is required to
present a statement of financial position as at the beginning of
the preceding period (third statement of financial position) only
when the retrospective application of an accounting policy,
restatement or reclassification has a material effect on the
information in the third statement of financial position and that

January 1, 2013

January 1, 2013

January 1, 2013

January 1, 2013

January 1, 2013

-8-



Amendments to
IAS 32

IAS 19

Amendments to
JAS 16

IAS 27

IAS 28

Amendments to
IAS 32

the related notes are not required to accompany the third
statement of financial position.

The amendments also clarify that additional comparative
information is not necessary for periods beyond the minimum
comparative financial statement requirements of IAS 1.
However, if additional comparative information is provided, the
information should be presented in accordance with IFRSs,
including related note disclosure of comparative information for
any additional statements included beyond the minimum
comparative financial statement requirements. Presenting
additional comparative information voluntarily would not
trigger a requirement to provide a complete set of financial
statements.

Clarify existing application issues relating to the offset of
financial assets and financial liabilities requirements.
Specifically, the amendments clarify the meaning of ‘currently
has a legally enforceable right of set-off” and ‘simultaneous
realisation and settlement’.

The amendments to IAS 19 change the accounting for defined
benefit plans and termination benefits. The most significant
change relates to the accounting for changes in defined benefit
obligations and plan assets. The amendments require the
recognition of changes in defined benefit obligations and in fair
value of plan assets when they occur, and hence eliminate the
‘corridor approach’ permitted under the previous version of IAS
19 and accelerate the recognition of past service costs.

The amendments require all actuarial gains and losses to be
recognised immediately through other comprehensive income in
order for the net pension asset or liability recognised in the
consolidated statement of financial position to reflect the full
value of the plan deficit or surplus. Furthermore, the interest
cost and expected return on plan assets used in the previous
version of IAS 19 are replaced with a ‘net-interest’ amount,
which is calculated by applying the discount rate to the net
defined benefit liability or asset.

The amendments to IAS 16 clarify that spare parts, stand-by
equipment and servicing equipment should be classified as
property, plant and equipment when they meet the definition of
property, plant and equipment in IAS 16 and as inventory
otherwise.

IAS 27 Separate Financial Statements (revised 2011), has been
amended for the issuance of IFRS 10 but retains the current
guidance for separate financial statements.

IAS 28 Investments in Associates and Joint Ventures (revised
2011), has been amended for conforming changes based on the
issuance of IFRS 10 and IFRS 11.

The amendments to IAS 32 clarify that income tax relating to
distributions to holders of an equity instrument and to
transaction costs of an equity transaction should be accounted
for in accordance with IAS 12 Income Taxes.

January 1, 2014

January 1, 2013

January 1, 2013

January 1, 2013

January 1, 2013

January 1, 2013



IFRIC 20

3.

Mine applies to waste removal costs that are incurred in surface
mining activity during the production phase of the mine
(production stripping costs). Under the Interpretation, the costs
from this waste removal activity (stripping) which provide
improved access to ore is recognised as a non-current asset
(stripping activity asset) when certain criteria are met, whereas
the costs of normal on-going operational stripping activities are
accounted for in accordance with IAS 2 Inventories. The
stripping activity asset is accounted for as an addition to, or as
an enhancement of, an existing asset and classified as tangible
or intangible according to the nature of the existing asset of
which it forms part.

- The directors have not yet determined the potential impact of the adoption
of these standards and interpretations until a detailed review has been
completed.

Basis of preparation

The financial statements have been prepared on the historical cost basis except for
certain financial instruments that are measured at fair value. Historical cost is
generally based on the fair value of the consideration given in exchange for assets.

Critical accounting judgments and key sources of estimation uncertainty

In the application of the Fund’s accounting policies, management is required to
make judgments, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. These estimates
and associated assumptions are based on management historical experience and
other factors that are considered to be relevant.

Actual results may differ from these estimates. Therefore, those estimates and
underlying assumptions are reviewed on an ongoing basis.

Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period or in the period of the
revision and future periods if the revision affects both current and future periods.

4.1. Critical judgments in applying accounting policies
The directors have not made critical judgements when applying the entity’s
accounting policies, apart from those involving estimations (Note 4.2), that
have the most significant effect on the amounts recognised in the financial
statements.

4.2. Key sources of estimation uncertainty
The following are the key assumptions concerning the future, and other key
sources of estimation uncertainty at the financial 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.

-10 -
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Fair value financial instruments

As described in Notes (5h and 20), the directors use their judgement
in selecting an appropriate valuation technique for financial instruments
not quoted in an active market. Valuation techniques commonly used by
market practitioners are applied. For financial instruments, assumptions are
made based on quoted market rates adjusted for specific features of the
instrument. The estimation of fair value of unlisted shares, whose fair value
can be reliably measured, includes some assumptions not supported by
observable market prices or rates. The unlisted shares that do not have quoted
prices and whose fair value can not be relaibly measured and, therefore,
stated at cost, have a carrying amount of USD 0.36 million (2011: USD 0.76
million) and are classified as available for sale investments as disclosed in
Note (9).

Impairment of available-for-sale investments

At the end of each reporting period, the fund reviews the carrying amounts of
its available for sale financial assets to determine whether there is any
objective evidence that an AFS financial asset or group of AFS financial
assets is impaired. An AFS financial asset is impaired, and an impairment
loss recognized, if and only if, such evidence exists. Objective evidence of
impairment may result from one or more events that occurred after the initial
recognition of the asset (a ‘loss event”) which the fund considers.

When considering what is a ‘significant or prolonged decline in fair value’ of
an available-for-sale listed equity investment below cost, the fund compares
the original cost at the date of acquisition and fair value of the equity security
on the re-measurement date. This assessment is made in the functional
currency of the entity holding the instrument. Therefore, when the foreign
currency, in which the listed equity investment is denominated, depreciates
significantly and causes decline in fair value below cost, an impairment loss
is recognized.

If there is objective evidence that an AFS unquoted equity investment
(measured at cost) is impaired, the fund measures the amount of the
impairment loss as the difference between carrying amount and the present
value of estimated future cash flows discounted at the current rate of return
for a similar financial asset.

5- Significant accounting policies
The principal accounting policies set out below have been consistently applied in
the preparation of the accompanying financial statements for all periods
presented:

a- Revenue recognition
Revenue is measured at fair value of the consideration received or receivable.
Dividend income on equity securities is recognized when the holders' rights to
receive payment have been established.
Interest income is accrued on a time basis, by reference to the principal
outstanding and at the interest rate applicable during the period until maturity
using the effective interest method.

-11 -



b- Foreign currencies

The Fund’s net assets value is quoted in US Dollar and as such, the financial
statements of the fund are presented in US Dollar; the currency in which its cash
flows from financing activities are invested or generated and in which receipts
from operating activities are usually retained. However, operations are mainly
denominated in multi currency.

Transactions denominated in currencies other than the US Dollar, are translated
to US Dollar using the rate in effect at the date of the transactions. At the end of
each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences are recognized in profit or loss in the period in which they
arise, except for exchange differences arising on non-monetary assets and
liabilities carried at fair value through profit or loss, where translation
differences are recognized as part of changes in fair value.

Taxation

The taxation of income and capital gains of the Fund is subject to the fiscal
laws and practices of Bermuda, United Kingdom and any other jurisdiction in
which the Fund invests. See Note (18) for detailed information on Taxation.

Provisions

Provisions are recognized when the Fund has a present obligation (legal or
constructive), as a result of past events, it is probable that the fund will be
required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration
required to settle the present obligation at the financial reporting date, taking
into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash flows (where
the effect of the time value of money is material). Where discounting is used,
the carrying amount of a provision increases in each period to reflect the
passage of time. This increase is recognized in profit or loss as finance cost.

Financial instruments

Financial assets and financial liabilities are recognized when the Fund
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition.

-12 -



Financial assets

Financial assets are classified into the following specified categories: financial
assets ‘at fair value through profit or loss' (FVTPL), ‘available-for-sale'
financial assets and ‘loans and receivables'. The classification depends on the
nature and purpose of the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of financial assets are
recognized and derecognized on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the
marketplace.

Finanecial assets at FVTPL
Financial assets are classified as at FVTPL when the financial asset is either
held for trading or it is designated upon initial recognition as at FVTPL.

A financial asset is classified as “Held for Trading” if:

It has been acquired principally for the purpose of selling it in the near term;

or

or

e On initial recognition it is part of a portfolio of identified financial
instruments that the Fund manages together and has a recent actual pattern of
short-term profit-taking;

e It is a derivative that is not designated and effective as a hedging instrument.

Held for trading financial assets are stated at fair value, with any resulting gain
or loss, representing the difference between the market or estimated fair value
of securities, on the day of valuation, and average cost, recognized in profit or
loss.

Realized gains and losses on sale of held for trading investments are recognized,
in profit or loss, on the trade date, as the difference between the selling price,
net of commissions and expenses, and average cost.

Available-for-sale financial assets (AFS Financial Assets)

AFS financial assets are non-derivatives that are either designated as AFS or
are not classified as (a) loans and receivables, (b) held-to-maturity investments
or (¢) financial assets at fair value through profit or loss.

Changes in the carrying amount of AFS monetary financial assets relating to
changes in foreign currency, interest income calculated using the effective
interest method and dividends on AFS equity investments are recognized in
profit or loss. Other changes in the carrying amount of available-for-sale
financial assets are recognized in other comprehensive income. Where the
investment is disposed of or is determined to be impaired, the cumulative gain
or loss, that was previously deferred in other comprehensive income, is
reclassified to profit or loss.

Dividends on AFS equity instruments are recognized in profit or loss when the
Fund's right to receive the dividends is established.

-13 -



Foreign exchange gains and losses (related to equity instruments) are
recognized in other comprehensive income until the asset is disposed of or
impaired, in which case, they are reclassified to profit or loss.

AFS equity investments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of such unquoted equity
investments are measured at cost less any identified impairment losses at the
end of each reporting period.

AFS investments are stated at cost less recognized impairment because they
are not listed on stock exchanges and their fair values cannot be measured
reliably. Any portion of the cumulative net loss that is attributable to foreign
currency movements that had been recognized in other comprehensive income
in the case of non-monetary item (i.e., equity instruments), is reclassified from
equity to profit or loss upon impairment of that non-monetary item.

Loans and Receivables

Receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Receivables including
dividend receivables, bank balances and cash are measured at amortized cost
using the effective interest method, less any impairment.

Interest income is recognized by applying the effective interest rate, except for
short-term receivables when the recognition of interest would be immaterial.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, bank balances and short-
term demand deposits that are readily convertible to known amounts of cash.
However, for the purpose of preparing the cash flow statement, cash held with
brokers are also considered since the Fund has full access to the cash balances
held at the broker banks accounts.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of
impairment at the end of each reporting period.

Financial assets are considered to be impaired when there is objective
evidence, as a result of one or more events that occurred after the initial
recognition of the financial asset, that the estimated future cash flows of the
investment have been affected.

For AFS equity investments, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective evidence of
impairment.

For financial assets carried at cost, the amount of the impairment loss is
measured as the difference between the asset's carrying amount and the
present value of the estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.

- 14 -



The carrying amount of the financial asset is reduced by the impairment loss
directly for all financial assets with the exception of receivables, where the
carrying amount is reduced through the use of an allowance account. When a
receivable is considered uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying amount of the
allowance account are recognized in profit or loss.

In respect of AFS equity securities, impairment losses previously recognized
in profit or loss are not reversed through profit or loss. Any increase in fair
value, subsequent to an impairment loss, is recognized in other comprehensive
income and accumulated under the heading of investments revaluation reserve.

Derecognition of financial assets

The Fund derecognizes a financial asset only when the contractual rights to the
cash flows from the asset expire; or it transfers the financial asset and
substantially all the risks and rewards of ownership of the asset to another
entity.

If the Fund neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Fund
recognizes its retained interest in the asset and an associated liability for
amounts it may have to pay. If the Fund retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Fund continues to
recognize the financial asset and also recognizes a collateralized borrowing for
the proceeds received.

g- Financial liabilities and equity instruments issued by the fund
Share capital
The Fund classifies financial instruments issued as financial liabilities or
equity instruments in accordance with the substance of the contractual terms of
the instruments.
The redeemable shares provide investors with the right to require redemption
for cash at a value proportionate to the investor’s share in the Fund’s net assets
at each monthly redemption date and also in the event of the Fund’s
liquidation and after deduction of performance fees attributable to each
number of redeemed shares.
A puttable financial instrument that includes a contractual obligation for the
Fund to repurchase or redeem that instrument for cash or another financial
asset is classified as equity if it meets all of the following conditions:

e ]t entitles the holder to a pro rata share of the Fund’s net assets in the event
of the Fund’s liquidation;

e It is in the class of instruments that is subordinate to all other classes of
instruments;

e All financial instruments in the class of instruments that is subordinate to all
other classes of instruments have identical features;

e Apart from the contractual obligation for the Fund to repurchase or redeem
the instrument for cash or another financial asset, the instrument does not
include any other features that would require classification as a liability; and

-15 -



o The total expected cash flows attributable to the instrument over its life are
based substantially on the profit or loss, the change in the recognised net
assets or the change in the fair value of the recognised and unrecognised net
assets of the Fund over the life of the instrument.

The Fund’s redeemable shares meet these conditions and, therefore, they are
classified as equity.

Incremental costs directly attributable to the issue or redemption of
redeemable shares are recognized directly in equity as a deduction from the
proceeds or part of the acquisition cost. These are then reclassified from equity
to profit or loss as part of the net income from operations in the statement of
comprehensive income pursuant to the Fund’s prospectus which regards these
fees as part of the Fund’s revenues.

Financial liabilities
Financial liabilities are classified as ‘other financial liabilities’ that includes
creditors and other credit balances.

Other financial liabilities

Other financial liabilities are subsequently measured at amortized cost using
the effective interest method, with interest expense recognized on an effective
yield basis.

The effective interest method is a method of calculating the amortized cost of
a financial liability and of allocating interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future
cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period to its carrying amount on initial recognition.

Derecognising of financial liabilities
The Fund derecognizes financial liabilities when, and only when, the Fund’s
obligations are discharged, cancelled or they expire.

Creditors and other credit balances

Creditors and other credit balances are short-term non-interest bearing
financial liabilities. Payables are stated at their nominal value.

According to the basis of recognition and measurement disclosed above, the
Directors of the Fund do not expect the carrying amount of the financial assets
and liabilities that are not measured at fair value to be materially different
from their fair value at the end of the reporting period.

Fair value of financial instruments

The fair value of financial instruments that are traded in an active market is
based on quoted market prices for identical instruments at the financial
reporting date.

The fair value of financial instruments that are not traded in an active market
is determined using valuation techniques that are based on market conditions
existing at each financial reporting date.
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As such, investments in listed securities are valued at fair value based on the
weighted average of all prices during the last day such investments were
traded on the stock exchange.

Unlisted securities for which a price is unavailable are valued at cost and will
only be valued at higher price if deals are executed for an aggregate value
equal to or exceeding EGP 1 000 000 and will only be valued at lower price if
deals are executed for an aggregate value equal to or exceeding EGP 100 000.

6- Cash held with brokers

December 31,2012 December 31, 2011
Usb UsSb
EFG-Hermes (AED) 32 473 36 555
EFG-Hermes-Vision II (OMR) 220 407 696 387
ICAP Securities (USD) 3922 21320
Kamco 129 107 16 471
385 909 770 733

7- Cash at banks

December 31, 2012 December 31, 2011

Usp UsSb
Banks - current accounts (USD) 1 854 941 926 911
Banks - current accounts (other 2518 561 1761267
currencies)
4 373 502 2688178
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10- Debtors and other debit balances

Receivables from sale of investments

11~ Creditors and other credit balances

Accrued management fees
Accrued custody fees
Accrued audit fees

Accrued directors fees
Accrued administration fees
Other credit balances

12- Share capital

December 31,2012 December 31, 2011
UsSb Usb
7 466 763 979
7 466 763 979
December 31, 2012 December 31, 2011
USD USD
77 578 70 784
- 16 095
8 690 5628
25 543 21 523
10 500 16 523
3199 14
125 510 130 567

According to the initial offering, redemption or subscription in Telecom Fund
certificates was not permitted until December 31, 2001. The number of
certificates subscribed upon the initial offering was 4 211 903 certificates.

Following is a summary of subscriptions and redemptions during the year:

No. of certificates

No. of certificates

, December 31, 2012 December 31, 2011
Outstanding certificates as of January 1 680 182 720 412
Certificates issued during the year - -
Certificates redeemed during the year (13 569) (40 230)
Outstanding certificates at the end of the year 666 613 680 182

13- Management and incentive fees

Pursuant to the Management Agreement dated March 29, 2000 EFG-Hermes
Financial Management Limited (Egypt) was appointed to act as the Fund’s
manager and to be responsible for the management of the Fund’s investment
portfolio. The Manager which was incorporated in Bermuda on July 19, 1996 is a
subsidiary of EFG-Hermes Holding SAE. The Manager is entitled to receive
management fees at an annual rate of 1.75 % of the net asset value calculated and
accrued at the end of each month. Management fees for the year ended
December 31, 2012 amounted to USD 311 675 (USD 314 225 for the year ended

December 31, 2011).
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In addition, the manager is entitled to receive from the Fund in respect of each
certificate in issue an incentive fee of 15 percent of any out-performance of such
certificate (in terms of movements in the net asset value and dividends paid in
respect of such certificate) relative to a fixed hurdle rate of 10 percent. Such fee is
an annual fee and is payable within 14 days following the valuation day in
December of each year (in respect of any certificate redeemed during the course
of the period such fee shall accrue on the valuation day on which such certificate
is redeemed). Finally the manager is also entitled to be reimbursed all reasonable
out-of-pocket and third party expenses incurred in the performance of its duties.
The manager is entitled to waive or rebate any part of its incentive fee or annual
management fee to any person who assists in the placing of certificate in the
Fund. The manager was not entitled to receive incentive fees for the year ended
December 31, 2012 and December 31, 2011.

14- Custody fees
Citibank was appointed pursuant to an agreement dated March 29, 2000 to act as

the Fund’s custodian. Under this agreement the custodian has the power to
appoint sub-custodians agents or nominees and to delegate certain custodian and
other functions where necessary.

Pursuant to this agreement, the Fund has appointed the Hong Kong and Shanghai
Banking Corporation Limited (HSBC) to provide custody services in Bahrain,
Palestine and Qatar.

The United Gulf Bank was appointed to act as the Fund’s custodian for securities
listed in Kuwait.

In addition, American Express Bank was appointed to provide custody services
for securities listed on London Stock Exchange.

On November 2001, the Fund appointed HSBC Investment Banking PLC to
provide custody services in South Africa.

The custodians are entitled to receive fees accrued on a monthly basis at rates
varying according to the location, value and type of assets held for the Fund. Such
fees ranged from 0.045% to 0.47% per annum of the value of the assets held. This
percentage was changed to 0.125% starting October 2004.

Additionally, custodians charge transaction fees at rates up to USD 8 per
transaction. Custody fees for the year ended December 31, 2012 amounted to
USD 36 813 (USD 37 522 for the year ended December 31, 2011).

15- Administrator’s Fees
MQ Services Limited (Bermuda) was appointed pursuant to an agreement dated
March 29, 2000 to act as the Fund’s registrar and transfer agent in addition to
rendering certain administrative and corporate secretarial services.
Starting June 5, 2002, the administrator charges fixed fees for its services at
USD 11 500 per annum instead of USD 10 000 in addition to other invoiced
charges.
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Starting April, 2007, the Board of Directors appointed APEX Fund Service Ltd.
to take the operations instead of MQ Service Ltd.

Administrator’s fees for the year ended December 31, 2012 amounted to
USD 18 481 (USD 33 050 for the year ended December 31, 2011).

16- Board of directors’ fees

The board of directors for EFG — Hermes Middle East and Africa Fund Limited
(Mother Company) is currently comprised of four directors, one being an
employee of APEX and three independent directors.

No directors' fees were charged to the Fund for the year ended December 31,
2012 (USD 21 523 for the year ended December 31, 2011).

17- Distribution policy

Dividends, interest and other income received by the Fund shall apply first for the
payment of fees and expenses. Any net income after payment of such fees and
expenses shall be distributed to shareholders. The Fund may distribute a
percentage of the Fund’s net realized capital gain in addition to its net investment
income from interest and dividends annually. Realized capital gains not
distributed will be reinvested. Dividends, if any, will be declared annually and be
payable in cash or reinvested in additional shares of the same class at the
subscription price per share as of the payment date for such dividends or the
immediately preceding valuation day. No front-end charges will be levied in
connection with the reinvestment of dividends.

18- Taxation

Taxation of income and capital gains of the Fund is computed in compliance with
the fiscal laws and practices of Bermuda, the United Kingdom (UK), Middle East
and Africa. The Fund had no transactions in any other jurisdiction that might
result in a material tax implication.

Bermuda

No Bermuda income, corporation or profits tax, withholding tax, capital gains tax,
capital transfer tax, estate, duty or inheritance tax payable by the Fund or
shareholders. Neither the Fund nor shareholders will be subject to stamp duty on
the issue, transfer or redemption of shares.

The Fund has obtained from the Minister of Finance in Bermuda under the
exempted undertakings tax protection act 1966 an assurance that in the event of
there being enacted in Bermuda any legislation imposing tax computed on profits
or income or computed on any capital assets, gains or appreciation of any tax in
the nature of estate, duty or inheritance tax, such tax shall not, until
March 28, 2016, be applicable to the Fund or to any of its operations or to any of
its shares, debentures or other obligations except in so far as such tax applies to
persons ordinarily residing in Bermuda and holding such shares, debentures or
other obligations of the Fund.
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United kingdom

The Fund is not a resident in the UK as it is considered an offshore fund for the
purpose of UK taxation. Moreover, the Fund is not deemed to carry on trade
activities in the UK by virtue of various exemptions which are applicable to
overseas persons such as the Fund dealing through UK brokers and investment
advisors. Accordingly, the Fund is not subject to UK income tax or corporation
tax.

The Fund did not seek certification as a distributing fund in the UK. As a result,
any gains arising from disposal of its shares will constitute income for the
purposes of UK taxation.

Taxation of investments

Investments held in the Middle East and Africa by the Fund may be subject to
withholding and other taxes on the sale or transfer of such investments and in
respect to dividends or other income received from such investments.

19- Related party transactions
A party (a company or individual) is related to an entity if:
a) Directly, or indirectly through one or more intermediaries, the party:
1. controls, is controlled by, or is under common control with, the entity
(this includes parents, subsidiaries and fellow subsidiaries);
ii.  has an interest in the entity that gives it significant influence over the
entity; or
ili.  has joint control over the entity;

b) The party is an associate (as defined in IAS 28 Investments in Associates) of
the entity;

¢) The party is a joint venture in which the entity is a venture (as defined in IAS
31 Interests in joint ventures);

d) The party is a member of the key management personnel of the entity or its
parent; .

e) The party is a close member family of any individual referred to in (a) or (d);

f) The party is an entity that is controlled, jointly controlled or significantly
influenced by, or which significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (d) or (e); or

g) The party is a post-employment benefit plan for the benefit of employees of
the entity, or of any entity that is related party of the entity.

EFG-Hermes - the Fund manager - and its group and affiliates are the major
related parties of the Fund. Management fees incurred during the year and payable
to the Fund manager amounted to USD 311 675. In addition, due to the
widespread operations undertaken by EFG-Hermes Group and its affiliates, the
Fund has conducted a number of transactions through related brokerage houses.
The deals carried out with EFG-Hermes Group conducted by Financial Brokerage
Group represent 52.73% (ordinary placement) of total sales and purchases
transactions for the year ended December 31, 2012.

The Fund does not hold any shares as of December 31, 2012 in EFG-Hermes
Holding or any of its Group entities.



20-Financial instruments and risk management
20-1 Use of financial instruments
The Fund’s financial instruments consist primarily of cash and cash
equivalents, investments in equity securities and receivables and payables
arising from sale and purchase of securities.

Details of the significant accounting policies and methods adopted,
including the criteria for recognition, the basis of measurement and the basis
on which income and expenses are recognized in respect of each class of
financial asset, financial liability and equity instrument are disclosed in
(Note 5) to the financial statements.

The following table illustrates categories of financial instruments and their
carrying amounts at the date of the financial statements:

Categories of financial instruments

31/12/2012 31/12/2011

USp Usb
Financial assets
Investment carried at fair value through 12 598 645 10 987 130
profit or loss (FVTPL)
Available for sale investments — at cost less 361 361 756 394
impairment loss
Short-term receivables — at amortized cost 7 466 763 979
(immaterial effect of time value of money)
Cash and cash equivalents (including cash 4759 411 3458911
held with brokers) ‘
Financial liabilities
Short term liabilities at amortized cost 125510 130 567

(immaterial effect of time value of money)

20-2 Financial risk management objectives

The investment manager co-ordinates access to domestic and international
financial markets, and monitors and manages the financial risks relating to its
operations based on the degree and magnitude of risks. These risks include
market risk (including currency risk, fair value interest rate risk and price
risk), credit risk, liquidity risk and cash flow interest rate risk.

The investment manager seeks t0 minimize the effects of these risks by
complying with policies and procedures sufficient to address these risk
exposures. The use of these policies and procedures is governed by the
Fund’s prospectus approved by the board of directors which provides written
principles on foreign exchange risk, interest rate risk, credit risk, the use of
financial derivatives and non-derivative financial instruments and the
investment of excess liquidity. Compliance with those policies and exposure
limits is reviewed by the internal auditors on a continuous basis. The Fund
does not enter into or trade derivative financial instruments, for speculative
purposes.
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20-2.1 Market risk

Investments in unlisted companies

The companies in which the Telecom Fund invests may include small
unlisted companies and even many of the listed companies in which
Telecom Fund invests may have a lower market capitalization than
many companies listed in OECD countries.

Investments in the securities of smaller companies can involve greater
risks than is customarily associated in larger, more established
companies, in particular, smaller companies often have limited
product lines, markets or financial resources and may be dependent
for their management on a smaller number of key individuals.

In addition, the market for stock in unlisted and in smaller listed
companies is often less liquid than that for stock in larger listed
companies, bringing with it potential difficulties in acquiring, valuing
and disposing of such stock.

Several rules and instructions are set in the prospectus to assist in
reducing this risk to an acceptable level as follows:

Telecommunication and information technology companies

The manager will seek to capture the potential growth and
opportunities presented by these development and reforms and
provide investors with means of participating in the rapidly
developing fixed line, cellular, data and other telecommunication and
information technology sectors.

The investment may be in various countries in Middle East and
Africa and it may be made in telecommunications and information
technology sectors, and also, in related high technology and
communication companies in all such countries (subject to any
applicable foreign investment restrictions).

Such investments may include media and related entertainment
stocks (e.g. in Cable TV companies), related infrastructure
companies and internet related and e-commerce businesses.

The manager may not, for the time being, acquire any investment if ,
as a result, more than 50 percent of the Net Assets Value of the
Telecom Fund is invested in companies established in any one
country.

The Fund will operate as a passive investment vehicle and will not
be involved in the day to day management of invested companies
and assets and will not take management and legal control of any
such companies.

All securities investments present a risk of loss of capital. The

maximum risk is determined by the fair value or, as appropriate, the
carrying amount of the securities held by the Fund.
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Fair value measurement
Financial instruments measured at fair value are classified in one of the
following fair value hierarchy levels based on the lowest level input that
is significant to the fair value measurement in its entirety:

Level 1: Quoted prices (unadjusted) in active markets for identical assets
or liabilities.

Level 2 : Inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

The following table summarizes the levels within the fair value
hierarchy in which the fair value measurements of the Fund’s
investments fall as of December 31, 2012:

Level 1 Level 2 Level 3 Total
USD USD USD USD
Assets
Held for trading investments carried at
FVTPL 12 598 645 - - 12 598 645
Available for sale investments - AFS - - 361 361 361 361
Total 12 598 645 - 361 361 12 960 006
As of December 31, 2011:
Level 1 Level 2 Level 3 Total

Held for trading investments carried at
FVTPL 10987 130 - - 10 987 130
Available for sale investments-AFS -~ - 756 394 756 394
Total 10 987 130 - 756 394 11 743 524

20-2.2 Foreign currency risk

The Fund invests primarily in securities denominated in multi
currencies but its net assets value is quoted in US Dollar.
Accordingly, a change in the value of various currencies against the
US Dollar can result in a corresponding change in the US Dollar Net
assets value. The Manager does not hedge the foreign exchange risk
and accordingly, investors will bear the risk of adverse movements in
the various currencies against the US Dollar foreign exchange rate as
well as any such adverse movements in the US Dollar exchange rate
with the investor's own base currency.
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Assets Liabilities Net Impact of 5%
Currenc Exposure changes on Net
~HIIeney (000s) Assets (000s)
in USD USD

Arab Emirates Dirham 755 - 755 38
Egyptian Pound 727 -- 727 36
Kuwait Dinar 2 -- 2 0
Oman Riyal 1729 -- 1729 86
Qatar Riyal 3157 - 3157 158
Saudi Riyal 1177 - 1177 59
Morocco Dinar 43 - 43 2
Zar 1138 - 1138 57
Jordanian Dinar 1476 - 1476 74
Turkish lira 69 -- 69 3
Total 10273 -= 10273 513
As a percentage of net 58 % -- 58 % 3%
assets

The following table details the foreign currencies to which the Fund
has significant exposure as at December 31, 2012 in terms of US
Dollar and the Fund’s sensitivity to a 5 % increase and decrease in
the US Dollar against the relevant foreign currencies:

The Sensitivity analysis includes outstanding foreign currency
denominated monetary and non-monetary items and adjusts their
translation at the period-end for a 5% change in USD rate. As at
December 31, 2012, if the US Dollar had strengthened or weakened
by 5% in relation to other currencies, with all other variables held
constant, the net assets value would have decreased or increased
respectively by approximately USD 513 K (approximately 3 % of
net assets value). In practice, the actual trading results may differ
from the above approximate sensitivity analysis amounts and the
differences could be material.

20-2.3 Credit Risk

Credit risk refers to the risk that the counterparty fails to perform on
its contractual obligations resulting in financial loss to the Fund. The
credit risk is somehow limited as the Fund has adopted a policy of
only dealing with credit worthy counterparties which are generally
major brokerage firms. In addition, no investments in debt securities
are held by the Fund as of December 31, 2012.

20-2.4 Liquidity risk of certificates

The Fund own ordinary certificate are only redeemable on a
quarterly basis and then are subject to several limitations and
restrictions. Although the ordinary certificate is listed on the Dubai
Financial Market, the directors do not anticipate that an active
secondary market will develop. Accordingly, it may not always be
possible for a shareholder promptly to realize an investment at an
appropriate price.

-27 -



Several rules and instructions are set in the prospectus to assist in
reducing this risk to an acceptable level such as, pending investment
or re-investment, in telecommunication securities, of the proceeds of
the issue of shares or the proceeds of any realization of investments
or distributions to shareholders, and to the extent otherwise
considered appropriate by the directors for meeting cash needs, the
Fund invests all or a portion of its assets not invested in
telecommunication securities in cash deposits, money market
instruments and Egyptian or OECD government securities.

As at December 31, 2012, the fund’s outstanding number of shares
was 666 613.

If 5% of these shares were redeemed within one month from the end
of reporting period, it would have been settled at USD 879 929
which may be covered by the cash and cash equivalents balance as of
December 31, 2012 had all other variables held constant.

The actual trading results may differ from the above approximate
sensitivity analysis amounts and the differences could be material.

21. Beneficial interests

As of December 31, 2012, out of the outstanding 666 613 shares of EFG-Hermes
Telecom Fund, the investment Directors hold the following beneficial interests in
the certificates of the Fund:

Directors

Percentage from
Shares Held QOutstanding
Shares

Khalid Abu Botain 2258 0.34%
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