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REPORT ON REVIEW OF INTERIM CONSOLIDATED FINANCIAL STATEMENTS

TO THE MEMBERS OF THE BOARD OF DIRECTORS OF NAEEM HOLDING COMPANY (S,A,E)

Introduction

We have reviewed the accompanying consolidated financial position of NAEEM HOLDING COMPANY (S.AE) as of
30 Tune 2020 and the related consalidated  income stntements, consolidated comprehensive mncome, consolidated changes n equity and

consolidated cash flows for the six months ended on that date, and summary of the main accounting policies and other explanatory notes,

Management is responsible for the preparation and presentation of these consolidated financial statements in accordance with the Egyptian

accounting standards, our responsibility is to express a conclusion on these consolidated financial statements based on our review.

Scope of review

We conducted our review in accordance with the Egyptian Standard on review engagement no, (2410) "Review of interim financial

information performed by the independent Auditor of the entity”, A review of financial information consists of making inquiries, primarily

of persons responsible for financial and accounting matters, and applying analytical and other review procedures, A review is substantially

less in scope than an audit conducted in accordance with Egyptian standards on auditing, Consequently, it does not enable us (o obtain

assurance that we would become aware of all significant matters that might be identified in an audit, Consequently; we do not express an

audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us 10 belicve that accompanying interim consolidated financial

statements are not prepared, in all material respects for the financial position of the company as of 30 June 2020, and its consolidated

financial performance and cash flows for the six months ended in that date in accordance with Egyptian accounting standards,

Emphasis of matter
Without qualifying our opinion

- Based on the minutes of the extraordinary general assembly of Bedaya Company For Real Estate Investments (subsidiary), as held on

27 March 2013, it was approved to freeze the company’s activity via suspending that activity completely, as of 31 March 2013.
Whereupen, the company’s tax card was submitted to the taxation authorities (note no. 32).
According to the resolution issued by the board of directors of the Egyptian Financial Supervisory Authority, at the session held on 23
July 2011, Naeem Company for Real Estate Finance (subsidiary) was prevented from practicingthe activity of real estate finance, pursuant
to article (42) of the Real Estate Finance Law No. 148 of the year 2001, due to the company failure to complete the amount of its issucd
capital (note no. 32).

- as described in Note No. (34) The company management has no available information to make disclosure about the effect
of the important event after the date of the financial statements on the balance of assets , liabilities and the operation outcome
on the upcoming period due to spread of the coronavirus worldwide the outcome and the balance may change in material
amounts on the next period if the information is available to the management company . this will help the company detect
the amount of the subsequent events on the balance of the assets and liabilities.

Cairo: 11 August 2020

WAHID A

F.H.S. .hcp oEk
Baker Tilly Wahid Xbdel Gifattan 52" 0y
Accouyfants and (_kmshﬂ&ﬁﬁl pR &
G
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Wahid Abdel Ghaffar & Co. trading as Baker Tilly Wahid Abdel Ghaffar & Co. is a member of the global network of Baker Tilly International Ltd.,
the members of which are separate and independent legal entities.
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Naceni Holding for investments (S.A.E—frec zone)

C idated Stat ¢ of Fi ial Position

as of June 30, 2020

Translation of Financial Statements

ariginally issued in Arabic

(All amounts in US Dollar)

Assets

Non -current assets

Right of Use

Fixed assets

Projects under construction

Available for sale investnents

Long-term investnents

Investments in associates

Real Estate Invesunents

Notes receivables- Long Term

Deferred tax assels

Employees rewarding system

Goodwill

“Total non - current Assets

Current assets

Cash & (“ash Fquivalent

Investnents ot fuw value through profut or Joss
Assets held for sale

Accounts receivables

Work in progress

Debitors and other debit balances

Due from related parties

Finished units

Total current assets

Total assets

Equity

Issued and paid up capital

Legal reserve

Treasury stock

General reserve

Treasury stock reserve

Employees® rewarding system revaluation differences
Unrealized gain from available for sale invesunents
Foreign Currency Translation Differences
Relained losses

Loss for the period / year

The shareholders’ equity

Non- controlling ierest

Total The shareholders® equity and non - controlling interest
Non - current Habilities

Long-term liabilitics

Deferred tax liabilities

Total non - current labilities

Current linbilities

Provisions

Banking facilities

Accounts receivables — credit balances
Creditors and other credit balances

Total current liabilities

Total liabilitics

Total equity and liabilities

-The accompanying nofes is an integral part of these consolidated fi ial f:

- Review report aitached.

CFO Managing Director
Ahmed Mahmond ElGa; Youssel Medhat El Fac,
- ]
.‘ i

Note

(5)
)
(6
M
@
@
(10)

(1
(11
(15)
(16)
(n
(8)

(19

(20)

(21

an

(22,

(23)

24
(25)

26)

30/6j2020 31/12f2019

1996 241 2219990

8 156 B19 8§ 504 221

1 285 342 1 285342

95 304 682 95 527 681

5674011 632 870

1 998 530 2052 344

5990 505 6 445 945

8 554 974 8§ 265 741

29 779 29319

b 5186591

55227018 55227019

179 110 202 185 377 063

3237016 3097 834

10 137 604 10 042 008

15 767 165 15 767 165

4 404 452 4 552 561

31 008 083 27493 924

14 750 309 18 251179

25 845 380 26 334 780

3 506 529 3 878 443

108 656 538 109 417 895

287 767 440 294 794 958

264 499 820 264 499 820

8§ 506 431 8 506 431
(20 619 163) ==

19 389 651 19 389 651

7233 894 7233894

b ( 15251 4B1)

5119672 5 386 676

( 24 465 634) {26 125 614)

(53 851 384) ( 45 337 740)

(1 852 636) (6 771 585)

203 960 651 211 530 052

29 378 711 29 206 570

T amaawae | zdv7meen

6 177 489 6 136 534

160 134 153 950

6337 623 6 800 434

43 563 66 059

10 489 022 11 075 405

3 198 G644 2 751 368

34 359 226 33 274 980

48 090 455 47 167 852

54 428 078 54 058 336

287 161 440 294 194 938

Cl_:uirma!l- PN

Hussein Shobokshy &y, 7§
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Naeem Holding for investments (S.A.E— free zone)
Consolidated Income Statement
For the period ended 30 June 2020

(All amounts in US Doll;ri

Revenues

Fees, commissions and investments managing revenues

Units sales and rental revenue

Coupon revenue

Loss from sale of Invesiments at Fair Value through profits or losses

profit/ {Loss) from sale of asscts held for sale

Unrealized profit/ (Loss) from revaluation of investments at fair value through profit or loss
Credit interest

Foreign exchange dillerences

Company’s share of (losses) in associales
Other income

Total Revenues

General and administrative expenses
Marketing and insnaging cspolises
Provision

Finance lease expenses

Debit interests

Real estate depreciation

Right of use amortisation

Fixed assels depreciation

Total expenses

Net (Losses) Profits for the period before taxes
Income 1ax

Deferred income taxes

Net (Loss) for the period after tax

Represented in:
Sharehalders’ equity of the Holding Company

Nan- controlling interest

_The accompanyiog notes is an integral part of these consolidated financial statements.
CFO
Ahmed Mahmoud EIGammal

S
2

Translation of Financial Statements

originally issued in Arabic

For the Six months ended For the three months ended
30/6/2020 30/6/2019 30/6/2020 30/6/2019
1151437 1095096 373 855 132 001

458 789 259 988 76 878 131 942
348 168 2874125 348 104 333 071
( 184 916) ( 25 887) ( 37 490) 19 564
6908 ( 4368) ( 29 963) {4 368)
8092 ( 61115) 20512 (195 120)
54314 596 874 22972 475 056
( 401 188) { 938097) ( £35024) ( 487 668)
{ 53814) ( 306 661) ( 39 147) (213 075)
822 893 2016 446 779 727 1221 343
2210 683 55006401 1 380 424 1412746
(2 577 242) (3 202 510) (1 045 476) (1 634 060)
(207 963) (42 159) (173 512) ( 5 244)
(40710) s (40 710) =
{ 126 684) (652 731) e (367 430)
{ 403 049) (I 106 236) ( 64 904) (515 341)
(16 955) (20 324) {8 483) (9 680)
(223 749) - ( 111 876) =
( 228 047) ( 196 878) (113 997) (102 488)

(3 824 399) (5250 838) (1558 958) (2634 243)

(1613 716) 255 563 ( 178 534) (1221497)
( 61 055) (520 416) 18 264 (377 079)

(5724) 27 895 ( 10 462) 33016

(1 680 495) ( 236 958) ( 170 732) ( 1565 560)

(1 852 636) ( 807 785) { 187 435) (1 894 091)

172 141 570 827 16 703 328 531
(1680 495) { 236 958) { 170 732) (1 565 560)
Managing Director Chairman

Youssel Medhat El Fa Husscin Shobokshy
) :
/ i /
~ - ¢ / ) -
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Translation of Financial Statements
Naeem Holding for investments (S.A.E— free zone)
Consolidated Statement of Comprehensive Income

For the period ended 30 June 2020

(All amounts in US Dollar) For the Six months ended For the three months ended
30/6/2020 30/6/2019 30/6/2020 30/6/2019
(Loss) Profits for the period (1 680 495) (236 958) (170732) (1 565 560)
(Loss) Revaluation of available for sale investments (322 696.) (4 385) - -
Consoliduted tanslution differences 2349 366 (6 871 307) 200 125 591
Total comprehensive income 346175 (7112 650) (170532) (1439 969)

“I'hie accompanying notes is an integral part of these consolidated financial statements.

Cro Muauaping Director Clithinan

A v
hmed Mahmoud E1Gammal Youssef Medhat El Far Husscin Shobokshy

’
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Naeem Holding for investments (S.A.E—free zone)

Consolidated Statement of cash flows

For the period ended 30 June 2020

Translation of Financial Statements

originally issued in Arabic

(All amounts in US Dollar)

Cash flows from operating activities
(Loss) Profits for the period before taxes
Adjustments as Follow :

Adjustment in accumulated losses
Adjustment in non controlling

Right of use amortisation

Depreciation of Fixed assets

Real estate depreciation

Provision

Debit interest

Credit interest

Foreign currency difference

Investment losses in associates

Unrealized loss on revaluation of Investments at fair value through profit ar Joss

Operting loss / profit before change in working capital
Change In :

Accounts receivable

Debitor and other debit balances

Accounts receivable — credit balances

Creditors and other credit balances

Due from related parties

Worl in progress

Notes receivable

Finished units

Net cash flows provided from operating activities
Cash flows from investing activities

(Payments) lo acquire fixed assets

Proceeds from selling fixed assets

(Payments) to Projects under construction

Change in investments available for sale

Change in investments at fair value through profit or loss

Change in real estate investments
Change in long-term investments

Net cash flows provided from investing activities
Cash flows from financing activities

Proceeds (payments) from banks overdraft

Change in long term liabilities

Paid Debit interest

Credit interest

Consolidated translation differences

Met cash flows (used in) financing activities
Impact of change in exchange rates

Cash and cash cquivalents during the period

Cash and cash equivalents — beginning of the period

Cash and cash equivalents - end of the period

-The accompanying nates is an integral part of these consolidated financial statements.

For the Six months ended

30/6/2020 30/6/2019
(1613 716) 255 563
(1 742 059) (1534 467)

i (953 247)
223 749 =8
228 047 196 878
16 955 20 324
(22 536) =
403 049 1106 236
54314 {596 874)
401 188 938 097
53814 306 661
(8092) 25887
(2 005 287) (234 942)
148 109 (1 132 984)
3500 870 1708 542
447276 (4 039 565)
283 054 124 280
489 400 12 758 262
(3 514 159) (3515 698)
(289 233) (1899 955)
371 914 1312875
(568 056) 5080 815
(11074) (884 592)
130 430 w
- (334 983)
(44 005) (2429 652)
(87 503) 722201
438 485 1227 670
65 859 (62798)
492 192 (1762 154)
(586 383) 1538 176
- 479 530
(403 049) (1 106 236)
(54314) 596 874
1 659 980 (6 871 307)
616 234 (5362 963)
(401 188) (938 097)
139 182, (2.982 199)
3097 834 9 150 987
3237016 6168 588
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Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

Translation of Financial Statements
Originally Issued in Arabic

(In the notes all amounts are shown in US Dollar unless otherwise stated)

BACKGROUND

Naeem Holding Company for Investments “S,A,E - Free Zone” was incorporated
according to the provisions of law 8 of 1997 and its executive regulations and
law 95 of 1992 and its special executive regulations related to the capital market, The
Company was registered in the commercial registry under number

881-Ismailiaonthe

14 May 2006, The Company’s activities are as follows:

Factoring
Risk capital
Finance lease.

G5 [l o R T B

Margin trading and custodian function.

Guarantee and covering public offering.

Participate, either fully or partially, in establishing companies.

The Company has the following investments in subsidiaries as of 30 June 2020:

Company

NAEEM Brokerage Company

NAEEM Financial Investments Company
NAEEM Mortgage for Real Estate

NAEEM Capital Limited Company

NAEEM for Real Estate Management Limited
Company

Naeem Capital for Investment (Al Tawfik for
Financial Investments)

Smart for securities (Etihad Capital for Securities)
Naeem For Real Estate Management Limited
NAEEM Real Estate Investment Fund company
Mina Mac Fund Company

Mina Growth Fund Company

NAEEM Real Estate Investment Fund (NAEEM
for Investment Funds Company previously)
Gold Capital for trading Company

Recap for Financial investments (Recap holding
previously) *

NAEEM For Financial Consult

Arab Sweeteners Company

Activity

Financial Securities
Brokerage

Financial services
Real estate financing
Financial Securities
investments

Real Estate Investment
Management
Financial services
Brokerage

Financial Securities
Investment Fund
Investment Fund
Investment Fund
Investment Fund

Investment Fund
Commodities Trading
Financial services

Financial services
Manufacturing

Share
%

99.96%

99.99%
98.4%

100%

100%

99.98%

99.96%
100%
99%
99%
99%

99%
98.80%
47.61%

99.92%
99.98%



Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

* RECAP for Financial Investments owns the following ownerships in its Subsidiaries:

Company Activity Share
%
SVREICO for Real Estate Investment Company  Real Estate Investments 68.35%
Naeem For Real Estate Investments Real Estate Investments 99.98%

Bedaya For Real Estate Investments (Subsidiary
of Naeem for Real Estate Investments)

Real Estate Investments 99%
Belady For Tourist Development and Hotels
(Subsidiary of Naeem for Real Estate
Investments) Tourism Investments 99%
Smart Gardens for real estate investment Real Estate Investments 66%
NAEEM for Consulting Services Company Consulting services 98%

BASIS OF CONSOLIDATION

- The financial statements of the Holding Company and its subsidiaries are prepared in
accordance with the Egyptian accounting standards and the applicable laws and
regulations,

- Similar accounts for assets, liabilities, revenues and expenses of Holding Company and
its subsidiaries have been grouped, after excluding the following:

1. The equity of subsidiary is reduced against the cost of the investment cost of
Holding Company in its subsidiary.

2. Intercompany accounts between Holding Company and subsidiaries:

- Current accounts between group companies
- Notes receivables / payables between group companies

3. Revenues, expenses and dividends paid between Holding Company and

subsidiaries during the period.

4. Unrealized gains on the date of consolidated financial statements that resulted from
transactions between Holding Company and subsidiaries which may appear in
some assets at the date of consolidated financial statements,

5. Any differences between debit and credit balances through settlements, which arose
as a result of operation between Holding Company and subsidiaries which recorded
in the books of one of the companies and have not been recorded in the books of
other Company.

Show minority interest in a separate line item in the consolidated financial
statements attributed to equity share in subsidiaries.

6. Non-controlling interest are measured at their proportionate share of the acquiree’s
identifiable net assets at the date of acquisition in separate item.
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

Projects under construction

30/6/2020 31/12/2019
Beginning balance for the period / year 1285342 5131673
Transferred to fixed assete = (3 846 331)
Ending balance for the period / year 1285 342 1285 342

-The projects under construction are represented in the studies and preparations made
for an industrial project (Arab Sweeteners Company).

Available for sale investments

30/6/2020 31/12/2019
Quoted shares in the stock market * 68 516 408 68 732276
Unquoted shares 26 788 274 26 795 405

95 304 682 95 527 681

*The value of Quoted shares in the Egyptian stock exchange commission amounted
to 32238 441 shares at fair market value USD 56 215 606 from Investments in
Egyptian Gulf Bank shares mortgaged by a letter of guarantee issued from the Arab
African bank in favor of NAEEM for Stock and Bonds Company as a guarantee of
brokerage activities and Etihad Capital Company with the aim of financing a
securities portfolio investment .

Long-term investments
30/6/2020 31/12/2019

Misr Company for central Clearing and Depository * 360 409 362 656
Guarantee settlement fund** 206 602 270214
567 011 632 870

*the change is due to decrease in the investment in Misr Company for central
Clearing and Depository to distributes the capital of the company to its members
every three years, and transfer ownerships of the equity between members according
to par value , and redistribution when add new members.

** The determination of the contribution in settlement gurantee fund is based on
average value trade by the company to the value trade of the market due to quarter
before .

Investments in associates
Ownership% 30/6/2020 31/12/2019

Naeem Shares & Bonds 1.00 177 636 178 291
Etihad Capital 31.20 1820 894 1 874 053
1998 530 2 052 344
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020
(In the notes all amounts are shown in US Dollar unless otherwise stated)

Real estate investments

30/6/2020 31/12/2019
Beginning balance of the period / year 6 445 945 7713 090
Depreciation of the period / year (16 955) (39 735)
Disposals (438 485) (1227 410)
5990 505 6 445 945

According to the board of directors decision that had been held on 11 November 2015
which it was decided to cancel the finance lease contract with the International Company
for Leasing which was contracted during 2011 related to the finance lease of building
F4& B143 that resulted in acquisition of building B143 & F4 by Sverico For Real Estate
Investment Company amounted to 2,946,959 EGP with the purpose of maintaining
building B14 and building F4 to be offered for leasing according to one or more
operating lease contract

As a result and according to item number (8) standard (34) of Egyptians accounting
standards that related to investment properties, Sverico For Real Estate Investment
Company recognized building F4 and B143 in the real estate investment

Referring to the decision of the Minister of Investment No, 110 for the year 2015 to issue
the accounting standards, which resulted in a change in Standard No, 34 of the Egyptian
Accounting Standards for Real Estate Investment and the derecognition of the fair value
method, Accordingly, they were reclassified in

Accordance with transitional provisions from the fair value method to the cost method, It
was taken into consideration that the productive life of the original 50 years.

Employees’ rewarding system

On 30 March 2008 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend for every 3 shares, the employee rewarding system
portion is 3,790,919 shares.

On 30 April 2008, all treasury stocks had been transferred to employees’ rewarding system
with total number of 11,372,754 share and the stocks were revaluated using the fair
(market) value at the date of transfer.

On 24 May 2013, 5,000,000 shares has been transferred to employees rewarding system
previously purchased on 13 November 2012 as per the extraordinary general assembly
meeting decision for financing the employees rewarding system.

On 22 June 2017 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend [or every 10 shares, the employee rewarding sysiem
portion is 1,878,133 shares.

On 2 April 2019 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend for every 10 shares, the employee rewarding sysiem
portion is 2 496 555 shares. On 9 June 2019 the transaction was registered at Misr for
Central Clearing, Depository and Registry.

-12-
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020
(In the notes all amounts are shown in US Dollar unless otherwise stated)

On 15 April 2018 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend for every 10 shares, the employee rewarding system
portion is 2 269 595 shares. On 11 October 2018 the transaction was registered at Mist
for Central Clearing, Depository and Registry.

On 15 April 2018 the company purchases 2 416 666 shares by (USD 1 437 469 )
financed from the employee rewarding system Loans

On March 30, 2020, the Extraordinary General Assembly unanimously approved the
abolition of the bonus and incentive system for existing employees and managers of the
company and the transter of the balance of the remaimng shares of the bonus and mcentive
Employees’ rewarding system and managers of

Al-Nacem Ilolding Company for Investments of 2/,442,248 sharcs into trcasury shares
and the provisions of the treasury shares apply to them.

Movement Summary is as follows:

Shares

Total shares transferred to the system 11372754
Free Stock dividends 10435202
Shares transferred to the system 5000 000
shares purchased 2 416 666
Total shares of the system 29 224 622
Shares designated and sold:

Shares sold (20 000)
Holding company’s employees (657 662)
Subsidiaries employees (1104 712)
Total Sold & designated shares (1782 374)
Total undesignated shares 27 442 248
Total transferred shares to freasury stock (27 442 248)
Balance at 30 June 2020 -

Ou Maich 30, 2020, the Exuaordinary General Assetubly unanimously appioved the
abolition of the bonus and incentive system for existing employees and managers of the
company and the transfer of the balance of the remaining shares of the bonus and incentive
Employees’ rewarding system and managers of

Al-Naeem Holding Company for Investments of 27,442,248 shares into treasury shares
and the provisions of the treasury shares apply to them.

On June 30, 2020 Egyptian Financial Regulatory Authority agreed on cancelation
Employees’ rewarding system according to decision of the Extraordinary General
Assembly for the company on March 30, 2020
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Naeem Holding for Investment “S.A.E”

Notes to Consolidated financial statements

For the period ended June 30, 2020

Translation of Financial Statements

Originally Issued in Arabic

(In the notes all amounts are shown in US Dollar unless otherwise stated)

Goodwill

Goodwill arising from acquisition of:
Naeem Brokerage in financial securities

RECAP for financial investments (Recap holding
previously)
Naeem for Financial Investments

Etihad Capital (Unifund Capital for financial

investments company)

Smart for sccuritics (Etihad Capital for Sccuritics)
Nacem Capital for Investments (Al Tawfik Financial
Investments- previously)

Cash and Cash Equivalent

US Dollars

Cash on hand

Banks- Current accounts
Time deposit

Other Currencies

Cash on hand

Banks- Current accounts
Time deposits

Investments at fair value through profits or losses

Quoted shares in the stock market
UnQuoted shares in the stock market

-14-

30/6/2020  31/12/2019
40330093 40330093
10251294 10251294

3103794 3103794

473 327 473 327

731 551 731 551

336 960 336 960

55227019 55227 019

30/6/2020  31/12/2019
4799 4082
1018321 1253 470
100 000 100 000
1123120 1357552
46 646 37 666
1 979 240 1614294
88 010 88 322
2113896 1740282
3237016 3097834

30/6/2020  31/12/2019
9937700 10042009

199 904 -

10137604 10042 009
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

Assets held for sale

Country Share% 30/6/2020 31/12/2019
Nile Palin EL Naeem for Real
Estate Development ™ Cgypt 49% 15 767 165 15767 165
15767 165 15 767 165

* Available for sale investments represents the 49% ownership of Naeem for Real
Estate Investment Company in Nile Palm EL Naeem for Real Estate Development, the
total investment cost reached L.E 100 137 264 after revaluation on the date of purchase
as per the study made by Baker Tillly, accordingly RECAP company has purchased a
share in Nacem for Real Estate Investment company, during the year 2009 the company
has reclassified the Investments in Nile Palm EL Naeem for Real Estate Development
stated in the Investments in related parties as of 31 December 2008 to Investments held
for trading as per the Egyptian accounting standards no (32) which requires to be
presented separately from other investments. In 2018, Professionals Financial
Consulting Firm (licensed by the Egyptian Financial Supervisory Authority sub no.
448) was assigned to draw up a report on determining the fair value of the company's
shares. Where upon, it was found out that the estimated value of the company's capital
is 206 000 000 EGP, distributed to 991,000 shares.

Accounts receivables

30/6/2020 31/12/2019
Accounts receivables 4 788 348 4 896 517
Deduct :
Impairment of accounts receivables (383 896) (343 956)
4 404 452 4 552 561
Work in progress
30/6/2020 31/12/2019
Marsa alam land 2 681 469 2351873
First phase lands — smart village’ buildings and
constructions 28326 614 25142 051
31 008 083 27 493 924

w15 -
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020
(In the notes all amounts are shown in US Dollar unless otherwise stated)

Debitors and other debit balances

30/6/2020 31/12/2019
Prepaid expenses 84 020 142 496
Employees’ loans and advances 35 629 36 989
Deposit with others 373 948 383 466
Tamweel For Mortgage Company * 2 494 781 2 587 005
Tamweel For Leasing Company ** 1715671 1830227
Advances to suppliers 309 170 709 758
Purchasing and selling clearing 651 633 1 524 041
Tax Authority 122 708 128 986
Noltes receivables 6 558 657 5982235
Other debit balances 2 404 092 4925 976

14 750 309 18251 179

* The company has made a sale and lease back contract for the first and third floor -
building B—16 in Smart village that the company owns it with Tamweel for
Mortgage.

## The company has made a sale and lease back contract for the second floor -

building B-16 in Smart village that the company owns it with Tamweel for
Leasing.

Finished units

30/6/2020 31/12/2019
First phase Buildings — Smart village* 3 154 281 3173 946
Apartments in Palm Parks 352 248 704 497
3 506 529 3 878 443

* This amount represents the covered costs related to the unsold portion of buildings no
B109 & B16 at the first phase, as included in the balances of Sverico For Real Estate
Investment Company,

Issued and paid up capital

The Company’s authorized capital amounts to USD 600 million and the initial issued and
paid up capital at the date of incorporation amounted to USD 120 million divided over
120 million shares each with a par value of USD 1.

On 18 July 2006, the board of dircctors approved an increasc in the issued and paid up
capital from USD 120 million to USD 240 million and increase the shares from 120
million shares to 240 million shares each with a par value of USD 1 and the increase was
fully subscribed in.

On 30 March 2008 the general assembly meeting agreed on board of directors’ proposal
to declare 1 stock dividend for every 3 shares with total amount of USD 80 million, On
16 July 2008 the capital increase was registered at Misr for Central Clearing, Depository
and Registry Company, Accordingly, issued and paid up capital amounted to USD 320
willion divided over 320 million shares cach witly a pay value of USD 1.
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

On 11 November 2009 the board of directors decided to redeem 10 660 529 shares from
treasury shares at their par value (Note 21), Accordingly the Company issued and paid up
capital amounted to USD 309,339,471,

On 14 April 2011 extra ordinary general assembly meeting decided to redeem

501’/ 4'/1 shares of treasury shares with their par value (Note 21} accordingly issued and
paid up capital becomes USD 304,322,000.

On 21 May 2012, according to the decree of the Exlraordinary General Assemble
Meeting, 10 432 529 shares of treasury shares have been redeemed with their par value
(Note 21), accordingly issued and paid up capital becomes UJSD 293.88%.471.

On 6 August 2013, according to the decree of the FExtraordinary General Assemble
Meeting, 10000000 shares of treasury shares have been redeemed with their par value
(Note 20), accordmgly ssued and patd up caprtal becotnes USD 283,880,471

On 16 January 2014 the articles no, 6 & 7 of the company’s article of association has
been changed and the changes were highlighted in the commercial register on that date.
Pursuant to the decisions of the extraordinary general assembly held on 25 July 2016,
which stipulated for reducing the issued and paid-up capital from US$ 283,889,471 to
US$ 198,722,630 by way of reducing the nominal value per share from 1 US$ to US$
0.70 while keeping the number of shares as it is, i.e. 283,889,471 shares. The aforesaid
decisions further stipulated for transferring the reduced portion of capital, amounting to
US$ 85,166,841 to the company’s reserves (general reserve), and for amending articles
nos. (6 and 7) of the company’s articles of association.

On 22 June 2017 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend for every 10 shares outstanding with total amount of
USD 19,872,263. On 9 October 2017 the capital increase was registered at Misr for
Central Clearing. Depository and Registry, Accordingly, issued and paid up capital
amounted to USD 218,594,893 divided over 312,278,418 shares each with a par value of
USD 0.70 and it was modified in the commercial register dated 14 September 2017.

On 15 April 2018 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend for every 10 shares outstanding with total amount of
USD 21 859 489. On 10 October 2018 the capital increase was registered at Misr for
Central Clearing. Depository and Registry, Accordingly, issued and paid up capital
amounted to USD 240 454 382 divided over 343 506 260 shares each with a par
value of USD 0.70 and it was modified in the commercial register dated 12 September
2018.

On 28 March 2019 the ordinary general assembly meeting agreed on board of directors’
proposal to declare 1 stock dividend for every 10 shares outstanding with total amount of
USD 24 045 438. On 9 June 2019 the capital increase was registered at Misr for Central
Clearing. Depository and Registry, Accordingly, issued and paid up capital amounted to
USD 264 499 820 divided over 377 856 886 shares each with a par value of USD 0.70
and it was modified in the commercial register dated 28 May 2019.
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020
(In the notes all amounts are shown in US Dollar unless otherwise stated)

Treasury stocks

On March 30, 2020, the Extraordinary General Assembly unanimously approved the
abolition of the bonus and incentive system for existing employees and managers of the
company and the (ransfer of lhe balance of the remaining shares ol the bonus and
incentive Employees’ rewarding system and managers of Al-Naeem Holding Company
for Investments of 2/ 442 248 shares into treasury shares with amount USD 20 619 163
and the provisions of the treasury shares apply to them. ( 31 December 2019 there is no
balance of treasury stocks)

Treasury stock reserve

According to the Company's board of directors meeting held on 25 August 2008, the
Company decided to purchase 4 9% from Company’s shares The Company had
purchased 11 115 493 shares during 2008 and 2009 with amount of USD 7,428,235.

On 11 November 2009 the board of directors agreed to redeem 10 660 529 shares from
treasury shares at par value (Note 20), The Company completed the appropriate
procedures to redeem these shares of an amount of 7,219,991 USD as at 30 March 2010
according to the decision of the extraordinary general assembly meeting held, The
difference between the acquisition cost and the par value amounted to USD 3,440,538 is
recognized in reserve available for distribution in equity at the balance sheet as of 31
December 2009.

According to the decree of Company’s Extraordinary General Assembly Meeting held on
14 April 2011, 5 017 471 treasury shares and their acquisition cost is amounted to
2,654,357 and their par value is amounted to USD 5,017,471 has been redeemed (Note
20), and the difference between the share’s par value and their acquisition cost has been
charged to reserve available for distribution in the equity in the Consolidated balance
sheet, as of 31 December 2011 with the addition to the amount of USD 2,363,114, so
that, for the reserve available for distribution as of 31 December 2011 amounted to USD
5,803,652.

On 21 May 2012, according to the Extraordinary General Assembly Meeting decision, 10
432 529 shares from treasury shares have been redeemed at par value (note 20) that had
acquisition cost amount to USD 5,605,525 with par value amount to USD 10,432,529,
The difference between the par value and acquisition cost amount to USD 4,827,004, so
that the dividends available to distribution becomes USD 10,630,656 as of 31 December
2012.

On 6 August 2013, according to the Extraordinary General Assembly Meeting decision,
10000000 shares from treasury shares have been redeemed at par value (note 20) that had
acquisition cost amount to USD 2,814,142 with par value amount to USD 10,000,000
_The difference between the par value and acquisition cost amount to USD 6,671,109.

On 13 November 2013, according to the Extraordinary General Assembly Meeting
decision, 5 000 000 shares from treasury share have been purchased with the amount of
USD 1,608,173 for the purpose of financing rewarding system.

On 30 June 2020 Treasury stock reserve amounted to USD 7 233 894 (USD 7,233,894 al
31December 2019).

-18-
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

Retained Losses

According to the Decree of the Ministry of Investment and International Cooperation No.
(69) Year 2019 introduced amendments to some provisions of the Egyptian Accounting
Standards issued thereby by virtue of Decree No. (110) year 2015, the Retained losses for
the financial year ended at 31 December 2019 have been adjusted as follows:

On October 2019 the Financial Regulatory Authority (FRA) in association with the
Egyptian Socicty of Accountants &Auditors (ESAA) issued the Guide to the application
of the Egyptian Accounting Standard No. (49) leases Contracts and paragraph (5), which
included the following: "The Lessee should apply this standard to lease contract where he
is the Lessee.

While the cumulative effect of the initial Implementation of the standard is recognized
on the date of initial Implementation and it is not permitted to Presentation comparative
information, the lessee should instead recognize the cumulative effect of the initial
Implementation of this standard as an adjustment to the opening balance of retained
earnings at the date of initial Implementation .

For financial leases that were subject to Law No. 95 of 1995 and were processed in
accordance with IAS 20 Accounting Rules and Standards relating to Finance Leases, the
following are the effects resulted of Shift to the Implementation of the Egyptian
Accounting Standard No. (49) leases.

30/6/2020 31/12/2019
Beginning Balance at period / year (45 337 740) (37 118 484)
Transferred to Retained Earning (6 771 585) (2 052 876)
Adjustment in accumulated losses (1742 059) (1 534 467)
Adjustment at implementing standard (49) - (3214 327)
Dividends -- (1417 586)
Ending Balance at period / year (53 851 384) (45 337 740)
Long term liabilities
30/6/2020 31/12/2019
Notes payable 3 438 502 3 916 805
Leasing liabilities 2429 196 2 189 866
other credit balances 309 791 629 863
6177 489 6 736 534
Provisions
Balance at used Balance at
1/1/2020 30/6/2020
Gl prosision 66 099 (22 536) 43 563
66 099 (22 536) 43 563
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27.

28.

Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

Translation of Financial Statements
Originally Issued in Arvabic

(In the notes all amounts are shown in US Dollar unless otherwise stated)

Banking fasilities

United Bank

Banque Due Cairo

Muisr Bank

Export Development Bank of Egypt
Attjariwafa Bank

Arab African International Bank *

30/6/2020 31/12/2019
1826774 2208 358
397 548 3129
31 185 387
- 850 005
328 292 879
7936377 7 827 647
10 489 022 11 075 405

*The company obtained a secured credit from the Arab African International Bank —Egypt
amounting to LE 200 million, Ensuring securities. and guaranteed by the shares of Recap for
Financial Investments Company and Egyptian Gulf Bank, with the aim of financing a securities

portfolio investment.
Credit and other creditor balances

Insurance for others

Employees rewarding loan

Accrued expenses

Central depository custody

Social insurance authority

Advances from customers

Takful Contribution

Risk guarantee fund

Tax Authority

Nile Palm EL Naeem for Real Estate Development
General authority for tourism development
Lease contract Liability

Notes payable — short term

Advanced Revenue

Other credit balances

Financial instruments and risk management

30/6/2020 31/12/2019
842 366 723 213
- 21824
506 376 202 008
74 185 27976
56 403 22 389
24 796 070 21 955 662
4119 8528
583 19
159 731 375703
3020 744 3093 576
2 080 244 1762101
8614 333 491
1294 791 965 818
-- 54 861
1515000 3727811
34 359 226 33274 980

The Company’s financial instruments are represented in financial assets and liabilities,
the financial assets include cash on hand and at banks, account receivables, other debit
balances and financial investments, the financial liabilities include bank overdraft,

dividends payable and other credit balances.

The significant accounting policies applied for the recognizing of income and expenses
are included in note (32) of the notes to the financial statements.
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30.

Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

a-The foreign currency risk other than US dollar
The foreign currency risk is the risk that the value of the financial assets and liabilities
and their related cash inflows and outflows in foreign currencies other than the US
Dollar will fluctuate due to changes in foreign currency exchange rates.

b- Fair value
According to the followed bases in the evaluation of the financial assets and liabilities
of the Company, the fair value of the financial instruments is not materially different
from their fair values at the financial statements date.

c- Credit risk
The company settles its banking liabilities periodically to avoid unexpected financial
losses.

d- Liquidity risk
The company is constantly examining financial situation of liquidity for all items of
the statements as well as Taking all necessary precautionary measures to face any
expected risks that may arise from the dealings of the company and lead to a problem
in liquidity.

e- Risks of cash flows related to interest rate
Usually, future cash flows of financial instruments is prepared, in order to anticipate
any changes that may occur in the future interest rate changes and this may lead to a
change in the effective interest rate of the tool without any change in fair value.

Contingent liabilities
- The company warrants a letter of guarantee at the amount of AED 1,000,000 or the
equivalent amount in US dollars, as issued by the Arab African International Bank to
Naeem for Stocks and Bonds Company in favor of the stock exchanges in Dubai and Abu
Dhabi, with the aim of guaranteeing the brokerage activity.
- Account-Receivable Included on 30 September 2019 USD 306 179 represented in Purchased
Accounts receivable — margin trading (USD 1 913 105 as of 31 December 2018) (Note 16)

Goals and methods of capital management

The Company aims to achieve the maximum return on its capital through capital
management in accordance with its related investments activities through its operations
department that has a sufficient experience to manage company’s capital and to achieve
the required return.

Capital finance of the group is made through shareholder’s equity, and borrowings
through financial institutions are very limited.

-21-
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Translation of Financial Statements
Originally Issued in Arabic
Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements
For the period ended June 30, 2020

(In the notes all amounts are shown in US Dollar unless otherwise stated)

31.  Tax position of the companies of Naeem Holding Group for Investments
o Naeem Holding Company
- Income tax: The Company was established at the free zone in Ismailia, and was
exempted from the income tax in accordance with the Investment Guarantees and
Incentives Law No. 8 of the year 1997,
- Salaries tax: Examination took place up to 31 December 2012, all taxes due
were paid. The company pays all taxes obligation amounts on a regular basis. The
Company’s books are in inspection for the years from 2013 till 2016.
- Stamp duty: The company was exempted from stamp duty tax till 13 May 2011
and starting that date it is affected by the stamp tax. the company fulfills its tax
obligations as per the due dates.

32.  Going concern
On 27 March 2013, according to the Extraordinary General Assembly Meeting
decision of Bedaya for Real Estate Investment Company (Subsidiary), it was accepted
to freeze the company’s activities as of 31 March 2013, and the tax card has been
retained by the company.
As per the decision from the board of directors of the Egyptian Financial Supervisory
Authority (EFSA) session held on 23 July 2011, Naeem For Real Estate Financing
(Subsidiary) has been prevented from performing its operations according to the
article no, 42 of the real estate financing law no 148 of 2001 for not completing its
issued capital.

-7 -
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33.

Translation of Financial Statements
Originally Issued in Arabic

Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements

For the period ended June 30, 2020
(In the notes all amounts are shown in US Dollar unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

33-1

33-2

33-3

334

33-5

Basis of preparation

The consolidated financial statements have been prepared under the going
concern assumption and on a historical cost basis, except for investment
property and available for sale financial assets that have been measured at fair
value.

Subsidiaries companies

Subsidiaries are the companies that under the control of the group, In Which the
group has the ability to control their financial and operating policies to obtain
benelils [rom ils activilies (aking inlo consideralion the currenl and probable
voling tights al the date of prepatation of consolidated financial statements,
When measuring the extent of control, 'I'he financial statements of subsidiaries
are included in the consolidated financial statements since the date of
acquisition till the date losing control of Holding Company on subsidiaries.

Consolidation elimination transactions
When preparing consolidated financial statements all balances, transactions and
unrealized gains and losses between group companies are eliminated.

Conformity with accounting standards

The financial statements of the Holding Company and its subsidiaries are
prepared in accordance with the Egyptian accounting standards and the
applicable laws and regulations.

Foreign currency translation

The Holding Company maintains its accounts in US Dollar as it operates in a
free zone, Transactions denominated in foreign currencies are recorded at the
prevailing exchange rate at the date of the transaction, Monetary assets and
liabilities denominated in foreign currencies other than US Dollar are
retranslated using the prevailing exchange rate currencies other than US Dollar
at the balance sheet date, All differences are recognized in the statement of
income

For the subsidiaries that maintains its accounts with a different currencies other
than used by the Holding Company (US Dollars), balances of assets and
liabilities of the financial statements for these companies are translated using the
cxchange rates prevailing at the financial position date, equity translated on the
basis of historical exchange rates, Revenues and expenses on the bases of
average exchange rates during the year, Foreign exchange translation differences
recorded in special reserve item “Consolidated Translation differences due to
consolidation” in equity consolidated balance sheet.
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Naeem Holding for Investment “S.A.E”
Notes to Consolidated financial statements

For the period ended June 30, 2020
(In the notes all amounts are shown in US Dollar unless otherwise stated)

33-6

33-7

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits
will flow to the company and the revenue can be reliably measured,
Corresponding cost for this process and cost to complete, if available, are
measured:

Profit or loss resulted from sale of financial investments are recognized on
transaction date based on the difference between the cost and selling price less
selling commission and expenses,

Dividends income is recognized when collected,

Tnterest income is recognized on acerual basis,

Brokerage commissions resulting from purchase and sale of securities for
clients are recorded after implementation of buy or selling order and issuing
client’s invoice,

Management fees are calculated on a monthly basis based on agreed upon
contract of the total customer’s investment portfolio and total market value
shares of the client according to contract terms,

Purchase with margin revenue is recognized on accrual basis and according to
agreed upon interest rate,

Custody revenues are recognized on accrual basis based on the agreed upon
percentages with the customers,

Performance revenue are calculated annually on the net profit of the
investment portfolio of the client under the terms of the contract.

Operating Revenue from the Sale of Real Estates and Lands
Revenue is achieved upon the delivery of units to the Company's customers
and the passing of all risks and economic benefits related to the unit.
Revenue is recognized when there is sufficient certainty that the economic
benefits associated with the transaction will flow to the entity and the amount
of revenue can be measured reliably.
Revenue shall be measured at the fair value of the due or the received
consideration. Any trade discounts, volume rebates, sales taxes or charges shall
be deducted and revenue is measured net of these items.

Interest Revenue
Interest revenue is recognized by using the cffective yield method. Intcrest
revenue is recorded in the Profit or Loss statement under the financing income

Fixed assets

Fixed assets are stated at historical cost net of accumulated depreciation and
accumulated impairment losses, Such cost includes the cost of replacing part of
the plant and equipment when that cost is incurred, if the recognition criteria are
met, Likewise, when a major inspection is performed, its cost is recognized in
the carrying amount of the plant and equipment as a replacement if the
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Notes to Consolidated financial statements
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(In the notes all amounts are shown in US Dollar unless otherwise stated)

33-8

recognition criteria are satisfied, All other repair and maintenance costs are
recognized in consolidated statement of income as incurred.

Depreciation of an asset begins when it is in the location and condition
necessary for it to be capable of operating in the manner intended by
management , and is computed using the straight-line method according to the
estimated useful life of the asset as follows:

Years
Buildings 20
Furniture und office ulilities 10 16
Office cquipment and (vols
Vehicles 315

Fixed assets are derecognized upon disposal or when no futurc cconomic
benefits are expected from its use or disposal, any gain or loss arising on
derecognizing of the asset is included in the consolidated statement of income
when the asset is derecognized.

The assets residual values, useful lives and methods of depreciation are reviewed
at each financial year-end.

The Company assesses at each balance sheet date whether there is an indication
that fixed assets may be impaired, Where the carrying amount of an asset
exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount, Impairment losses are recognized in the
statement of income.

A previously recognized impairment loss is reversed only if there has been a
change in the assumptions used to determine the asset’s recoverable amount
since the last impairment loss was recognized, The reversal is limited so that the
carrying amount of the asset does not exceed its recoverable amount, nor exceed
the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognized for the asset in prior years, Such reversal is
recognized in the consolidated statement of income.

Investments

Investments at fair value through profit or loss

Investments at fair value through profit or loss are financial assets classified as
either held for trading acquired for the purpose of selling in the near term or
financial assets designated upon initial recognition at fair value through profit or
loss.

Investments at fair value through profit or loss are initially recognized at fair
value inclusive direct atiributable expenses

Investments at fair value through profit or loss are carried in the consolidated
balance sheet at fair value with gains or losses recognized in the consolidated
statement of income.

A gain or loss arising from sale of an investment at fair value through profit or
loss shall be recognized in the consolidated statement of income.

I
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33-9

Available for sale investments

Auvailable for sale investments are those non-derivative financial assets that are
designated as available for sale or are not classified as loans and receivables,
held to maturity investments or investments at fair value through profit or loss.
Available for sale investments are initially recognized al [air value inclusive
directly attributable expenses.

After initial measurement, available for salec investments arc measured at fair
value with unrealized gains or losses recognized directly in equity until the
investment is derecognized, at which time the cumulative gain or loss recorded
in equity is recognized in the statement of income, or determined to be impaired,
at which time the cumulative loss recorded in equity is recognized in the
statement of income,

If the fair value of an equity instrument cannot be reliably measured, the
investment is carried at cost.

Equity investments: where there is an evidence of impairment, the cumulative
loss is removed from the equity and recognized in the statement of income,
Impairment losses on equity investments are not reversed through the statement
of income; increases in the fair value after impairment are recognized directly in
equity.

Investments in associates

Investments in associates are investments in entities which the Company has
significant influence and that is neither a subsidiary nor an interest in a joint
venture, Significant influence is presumed to exist when the Company holds,
directly or indirectly through subsidiaries 20 percent or more of the voting
power of the investee, unless it can be clearly demonstrated that this is not the
case.

Investments in associates are accounted for in the consolidated financial
statements at cost inclusive acquisition cost and in case the investment is
impaired, the carrying amount is adjusted by the value of this impairment and 1s
charged to the consolidated statement of income for each investment separately,
Impairment loss shall not be reversed.

Current assets held for sale

Current assets held for sale is the non-current assets that is expected to regain its
book value basically from sale agreement not from the use of those assects
those assets are measured by the lower of the book value or the fair value after
deducting the sales cost.

Current assets held for sale in case of impairment, the carrying amount to be
adjusted by the value of this impairment and are charged to the statement of
income Impairment losses to be reversed in the year when occurred, and to the
extent to the amount of book value that previously reduced unless the
impairment loss was recognized in the previous years.
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33-10  Provisions

33-11

33-12

33-13

Provisions are recognized when the Company has a present legal or constructive
obligation as a result of a past event, and it is probable that an outflow of
resources embodying economic benefits will be required (o seltle the obligation,
and a reliable estimate of the amount of the obligation can be made, Provisions
are reviewed at the financial position date and adjusted to reflect the current best
estimate, Where the effect of the time value of money is material, the amount of
a provision should be the present value of the expected expenditures required to
settle the obligation, Where discounting is used, the increase in the provision due
to the passage of time is recognized as a finance cost,

Legal reserve

According to the Company's articles of association, 3% of the net profits of the
year is transferred to the legal reserve until this reserve reaches 50% of the
issued capital, the reserve is used upon a decision from the general assembly
meeting based on the proposal of the board of directors.

Income taxes
Income tax is calculated in accordance with the Egyptian tax law.

Current income tax

Current income tax assets and liabilities for the current and prior year are
measured at the amount expected to be recovered from or paid to the tax
authority.

Deferred income tax

Deferred income tax is recognized using the liability method on temporary
differences between the amount attributed to an asset or liability for tax purposes
(tax base) and its carrying amount in the balance sheet (accounting base) using
the applicable tax rate.

Deferred tax asset is recognized when it is probable that the asset can be utilized
to reduce future taxable profits and the asset is reduced by the portion that will
not create future benefit.

Curent and deferred tax shall be recognized as income or an cxpense and
included in the statement of income for the year, except to the extent that the tax
arises from a transaction or event which is recognized, in the same or a different
year, directly in equity.

Expenses

All expenses including operating expenses, general and administrative expenses
and other expenses are recognized and charged to the consolidated statement of
income in the financial year in which these expenses were incurred.
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33-14

33-15

33-16

33-17

33-18

Treasury shares

Treasury shares are recognized at cost and deducted from equity at the balance

sheet, taking into consideration for the company not to hold these stocks less

than three months but not to exceed one year holding year, The company is

authorized to sell the stocks during the year in case that their fair value exceeds

their cost after general authority for financial supervisory approval, The

company’s board of directors should disclose in the extraordinary general

assembly meeting the reasons for the company holding these stocks for more

than six months to agree on the action to be taken towards them.

Employees’ rewarding system

Securities held for employees’ rewarding system are measured by reference to

the fair value (market price) at the date of establishing the system and allocation

and are revaluated to the fair value (market price) at each reporting date,

together with a corresponding revaluation differences in equity at the balance

sheet.

Related party transactions

Related parties represent associate companies, major shareholders, directors and

key management personnel of the Company, and entities controlled, jointly

controlled or significantly influenced by such parties, pricing policies and terms

of these transactions are approved by the boards of directors.

Accounting estimates

The preparation of financial statements in accordance with Egyptian Accounting

Standards requires management to make estimates and assumptions that affect

the reported amounts of assets, liabilities, revenues and expenses during the

financial years, Actual results could differ from these estimates.

Impairment

Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective

evidence that a financial asset or a group of financial assets is impaired, A

financial asset or a group of financial assets is deemed to be impaired if, and only

if, there is objective evidence of impairment as a result of one or more events

that has occurred after the initial recognition of the asset and has an impact on

the estimated future cash flows of the financial asset or the group of financial

assets that can be reliably estimated.

Impairment of non-financial assets

The Company assesses at each consolidated balance sheet date whether there is

an indication that an asset may be impaired, Where the carrying amount of an

asset or cash-generating units (CGU) exceeds its recoverable amount, the asset is

considered impaired and is written down to its recoverable amount, Impairment

losses are recognized in the consolidated statement of income.

A previously recognized impairment loss is only reversed if there has been a

change in the assumptions used to determine the asset’s recoverable amount

since the last impairment loss was recognized, The reversal is limited so that the

carrying amount of the asset does not exceed its recoverable amount, nor exceed
-28 -
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33-19

33-20

33-21

33-22

33-23

33-24

33-25

33-26

the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognized for the asset in prior years, Such reversal is
recognized in the consolidated statement of income.

Statement of cash flows

The slatement of cash flows is prepared using (he indirect method.

Cash and cash equivalent

For the purpose of preparing the cash flow statement, the cash and cash
equivalent comprise cash on hand, current accounts with banks and time deposits
maturing within three months.

Projects under construction

Projects under construction represent the amounts that are incurred for the
purpose of constructing or purchasing fixed sssels until it is ready (o be used in
the operation, upon which it is transferred to fixed assets, Projects under
construction are valued at cost less impairment.

Work in Process

Properties acquired, constructed or in the course of construction for future sale
are classified as work in process at their cost.

Work in process is subsequently carried at the lower of cost and net realizable
value.

Net realizable value is the estimated selling price in the ordinary course of
business less estimated cost to complete development and selling activities.
Long term Investments

Long term investments is represented in the company’s share in Misr for Central
Clearing Depository Registry (MCDR), the long term investments should be
recorded at the acquisition cost less any permanent impairment in its value for
each investment separately.

Finished Units

Revenue from finished units is recorded at fair value for the amount received or
due by the net after deducting any commercial discounts, quantities, sales tax or
any other fees.

Investment property

Investment property is property (land or a building—or part of a building—or
both) held (by the owner or by the lessee under a finance lease) to earn rentals or
for capital appreciation or both.

Investment property is measured initially at cost including transaction costs. The
investments property are measured after initial recognition at fair value and the
gains or losses arising from change in fair value are recognized in the statement
of income.

Fair Value Measurement

The fair value represents the price which would be received by the company in
return for selling an assel or transferring a liability under an orderly transaction
between market participants on the date of measurement.
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Fair value measurement is based on the assumption that the asset sale or liability
transfer transaction will take place in the principal market of the asset or liability
or the most advantageous market for the asset or liability.
The fair value of the asset or liability is measured by means of the assumptions
likely to be used by the markel participants upon pricing (he assel o1 liability,
assuming that the markel parlicipants will work on achieving their economic
interests.
Fair value measurement for the non-financial asset or liability takes into account
the market participant's ability to generate economic benefits by making the most
acceptable use of the asset or by selling the asset to another market partner
capable of using the asset in its utmost capacity.
As for the current assets in an active markel, the [uir value is determinod by
referring to the declared market purchase prices.
Fair value of the interest-bearing items is estimated based on the discounted cash
flows, by using the interest rates applicable to identical items having the same
conditions and risk properties.
As for unlisted assets, their fair value is determined by referring to the market
value of identical assets or based on the expected discounted cash flows.
The company uses valuation techniques appropriate for the surrounding
circumstances, in respect of which adequate data is available for the purpose of
fair value measurement. Consequently, the company maximizes the use of
relevant observable inputs and minimizes the use of unobservable inputs.
All assets and liabilities the fair value of which is measured or disclosed in the
financial statements are classified into three main levels in terms of fair value
measurement, as follows:
First level: by using unadjusted quoted prices of identical assets or liabilities in
active markets.
Second level: by using inputs other than the quoted prices mentioned in the first
level, which are observable for the asset or liability whether directly (i.e.
prices) or indirectly (i.e. price-derived inputs).
Third level: by using valuation techniques which include inputs for the asset or
liability none based on observable market data.
As for the assets and liabilities frequently recognized in the financial
statements, the company determines whether the three levels of fair value
hierarchy were allernatively used or nol, by way of revaluating the foregoing
classification at the end of the reporting year.
For fair value disclosure purposes, the company has specified some categories
for asscts and liabilitics based on their nature, propertics and relevant risks, as
well as their levels of classification in the fair value hierarchy indicated above.
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33-27 Lease contract

This Standard sets out the principles for the recognition, measurement,

presentation and disclosure of leases. The objective is to ensure that lessees and

lessors provide relevant information in a manner that faithfully represents those

transactions. 'This inlormation gives a basis for users of [inancial statetnents o

assess the effect that leases have on the financial position, financial

performance and cash flows of an entity,

At inception of a contract, an entity shall assess whether the contract is, or

contains, a lease. A contract is, or contains, a lease if the contract conveys the

right to control the use of an identified asset for a period of time in exchange

for consideration.

An enuly shall determune the lease terin as the nou-cancellable period of a

lease, together with both:

A. periods covered by an option to extend the lease if the lessee is reasonably
certain to exercise that option; and

B. periods covered by an option to terminate the lease if the lessee is
reasonably certain not to exercise that option.

The lessor
‘Whether a lease is a finance lease or an finance lease depends on the substance
of the transaction rather than the form of the contract. Examples of situations
that individually or in combination would normally lead to a lease being
classified as a finance lease are:

1. the lease transfers ownership of the underlying asset to the lessee by the end
of the lease term;

2. the lessee has the option to purchase the underlying asset at a price that is
expected to be sufficiently lower than the fair value at the date the option
becomes exercisable for 1t to be reasonably certain, at the inception date, that
the option will be exercised;

3. the lease term is for the major part of the economic life of the underlying assct
even if title is not transferred;

4. at the inception date, the present value of the lease payments amounts to at
least substantially all of the fair value of the underlying asset; and

5. the underlymg asset 1s of such a specialized nature that only the lessee can use
it without major modifications.
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Initial recognition and subsequent measurement
Initial measurement

The lessor shall use the interest rate implicit in the lease to measure the net investment in
the lease. In the case of a sublease, if the interest rate implicit in the sublease cannot be
readily determined, an intermediate lessor may use the discount rate used for the head
lease (adjusted for any initial direct costs associated with the sublease) to measure the net
investment in the sublease.

Initial direct costs, other than those incurred by manufacturer or dealer lessors, are
includod in tho initial measuremont of tho net investment in the lease and reduce the
amount of income recognized over the lease term

The interest rate implicit in the lease is defined in such a way that the initial direct costs
arc included automatically in the net investment in the lease; there is no need to add them
separately.

Initial measurement of the lease payments included in the net investment in the
lease :-

At the commencement date, the lease payments included in the measurement of the net
investment in the lease comprise the following payments for the right to use the
underlying asset during the lease term that are not received at the commencement date:

1. fixed payments (including in-substance fixed payments less any lease incentives
payable;

2. variable lease payments that depend on an index or a rate, initially measured
using the index or rate as at the commencement date;

3. any residual value guarantees provided to the lessor by the lessee, a party related
to the lessee or a third party unrelated to the lessor that is financially capable of
discharging the obligations under the guarantee;

4. the exercise price of a purchase option if the lessee is reasonably certain to
exercise that option and:

5. payments of penalties for terminating the lease, if the lease term reflects the
lesses exercising an option to terminate the lease.

Finance leases

A lessor shall recognize lease payments from finance leases as income on either a
straight-line basis or another systematic basis. The lessor shall apply another systematic
basis if that basis is more representative of the pattern in which benefit from the use of
the underlying asset is diminished

The standard introduces a single lessee accounting model and requires a lessee to
recognize assets and liabilities for all leases with a term of more than 12 months, unless
the underlying asset is of low value. A lessee is required to recognize a right-of-use asset
representing its right to use the underlying leased asset and a lease liability representing
its obligation to make lease payments.
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Initial measurement of the right-of-use asset
At the commencement date, a lessee shall measure the right-of-use asset at cost.
The cost of the right-of-use asset shall comprise:
a) the amount of the initial measurement of the lease liability
b) any lease payments made at or before the commencement date, less any lease
incentives received;
c) any initial direct costs incurred by the lessee; and
d} an estimate of costs to be incurred by the lessee in dismantling and removing
the underlying asset, restoring the site on which it is located or restoring the
underlying asset to the condition required by the terms and conditions of the lease.
The lessee incurs the obligation [or those costs either at the commencement date or as a
consequence of having used the underlying asset during a particular period.
Subsequent measurement of the right-of-use asset
Cost model
To apply a cost model, a lessee shall measure the right-of-use asset at cost:
a) less any accumulated depreciation and any accumulated impairment losses; and
b) adjusted for any re-measurement of the lease liability lessee shall apply the
depreciation requirements in IAS 16 Property, Plant and equipment in
depreciating the right-of-use asset,
If the lease transfers ownership of the underlying asset to the lessee by the end of the
lease term or if the cost of the right-of-use asset reflects that the lessee will exercise a
purchase option, the lessee shall depreciate the right-of-use asset from the
commencement date to the end of the useful life of the underlying asset.
Initial measurement of the lease liability
At the commencement date, a lessee shall measure the lease liability at the present value
of the lease payments that are not paid at that date.
The lease payments shall be discounted using the interest rate implicit in the lease, if that
rate can be readily determined. If that rate cannot be readily determined, the lessee shall
use the lessee’s incremental borrowing rate.

Subsequent measurement of the lease liability
After the commencement date, a lessee shall measure the lease liability by:
1. increasing the carrying amount to reflect interest on the lease liability;
2. reducing the carrying amount to reflect the lease payments made; and
3. re-measuring the carrying amount to reflect any reassessment or lease
modifications specilied, or Lo rellecl revised in-subslance [ixed lease payments
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34. important Events

2)

b)

Countries all over the world including Egypt have faced the spread of coronavirug
which had a huge impact on the economy a whole. most probably this will lead to
a decrease in the economical activities on the upcoming period. this may have a
material impact on certain balance of the assets, liabilities and the operation
outcome in the next period.It is not possible to calculate the effect of these events
on the meantime.

Hence, the information is solely based on the forecasting conducted for the time
period that these events are occurring and when it is projected to end as well as
the aftermath that follows.

New Accounting Standards & Restated

On 18 March 2019 , the minister of investment and international cooperation introduced
amendments to some provisions of the Egyptian Accounting Standards issued thereby by
virtue of Decree No. (110) year 2015 , which included some new accounting standards as
well as introducing amendments to certain existing standards .

On April 12, 2020, the Financial Supervisory Authority issued a decision to postpone the
application of the new Egyptian Accounting Standards and the accompanying amendments
issued in Resolution No. 69 of 2019 to the periodic financial staternents that will be issued
during the year 2020 due to the current conditions in the country through the spread of the
new Corona virus and the necessary Of the economic and financial implications associated
with it, as well as the application of prevention measures and countering its spread from
imposing restrictions on the presence of human resources in comparnies at their full capacity
on a regular basis. And companies apply these standards and these adjustments to the
annual financial statements of these companies at the end of 2020 and include the combined
effect of the whole year by the end of 2020 with companies ’commitment to adequately
disclose in their periodic lists during 2020 about this fact and its accounting effects if any.
the most prominent amendments are as follows :

New or amended A summary of the most significant amendments The possible Date of
standards impact on the implementation
financial
statements

The new Egyptian
Accounting
Standard No. (47)
“Financial
Instruments™

1- The new Egyptian Accounting Standard No. (47),

“Financial Instruments”, supersedes the corresponding
related issues included in the Egyptian Accounting
Standard No. (26), “Financial Instruments: Recognition
and Measurement”.

Accordingly, Egyptian Accounting Standard No. 26 was
amended and reissued after cancelling the paragraphs
pertaining to the issues addressed in the new Standard No.
(47) aud the scope of the moended Standand No (76) was
specified and intended to deal only with limited cases of
Hedge Accounting according to the choice of the
enterprise.

Pursuant to the requirements of the Standard, financial
assets are classified based on their measurement whether
at amortized cost, or fair value through other
comprehensive income or at fair value profit or loss, in

The Management is
currently assessing
the potential impact
of implementing the
amendment of the
standard on the
financial
statements.

This standard applies to
financial periods
beginning on or after
January 1%, 2020, and
the early
implementation thereof
is permitted; provided
that the amended
TFgyplian Accounting
Standards (1), (25),
(26) and(40) are
simultaneousty applied.

- These amendments
are effective as of the
date of implementing
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accordance with the enterprise business model for
managing financial assets and the contractual cash flow
characteristics of the financial asset.

When measuring the impairment of financial assets the
Incurred Loss Model is teplaced by the Expected Credit
Loss (ECL) Models, which requires measuring the
impairment of all financial assets measured at amortized
cost and financial instruments measured at fair value
through other comprehensive income from their initial
recognition date regardless whether there is any indication
of the accurrence of loss event

Based on the requirements of this standard the following
slandards were amended:

EBgypliun Accounting Stundard No. (1) “Presentution of
Financial Statements” as amended in 2019

Egyptian Accounting Standard No. (4) — “Statement of
Cash Flows”.

Egyptian Accounting Standard No. (25) - “Financial
Instruments: presentation.

Egyptian Accounting Standard No. (26) — “Financial
Instruments: Recognition and Measurement”.

Egyptian Accounting Standard — EAS No. (40) -
“Financial Instruments: Disclosures”.

Standard No. (47).

The new Egyptian
Accounting
Standard No. (48)
“Revenue from
Contracts with
Customers”

The new Egyptian Accounting Standard No. (48) —
“Revenue from Contracts with Customers” shall supersed
the following standards and accordingly such standards
shall be deemed null and void.

Egyptian Accounting Standards No. (8) — “Construction
Contracts” as amended in 2015. Egyptian Accounting
Standard No. (11) — “Revenue” as amended in 2015,

For revenue recognition, Control Model is used instead of
Risk und Rewaids Moudel.

Incremental costs of obtaining a contract with a customer
are recognized as an asset if the enterprise expects to
recover those costs and the costs of fulfilling the contract
arc to be recognized as an assct when certain conditions
are met.

The standard requires that contract must have a
commercial substance in order for revenue to be
recognized.

Expanding presentation and disclosure requirements.

The Management is
currently assessing
the potential impact
of implementing the
amendment of the
standard on the
financial
statements.

Standard No. (48)
applies to financial
periods beginning on or
after January 1%, 2020,
and the early
implementation thereof
1s permitted

The new Egyptian
Accounting

Standard No. (49)
“Lease Contracts”

The new Egyptian Accounting Standard No. (49) “Lease
Contracts™ shall supersed Standard No. (20), *Accounting
Rules and Standards related to Financial Leasing” issued
in 2015.

The Standard introduces a single accounting model for the
lessor and the lessce where the lessee recognizes the
usufruct of the leased asset as part of the company’s assets
and recognizes a liability that represents the present value

The management is
currently assessing
the potential impact
of implementing the
amendment of the
standard on the
financial
statements.

This standard No. (49)
applies to financial
periods beginning on or
after January 1%, 2020,
and the eatly
implementation thereof
is permitted if Egyptian
Accounting Standard
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of the unpaid lease payments under the company’s
liabilities, taking into account that the lease contracts are
not classified in respect of the lessee as operating one or
finance lease contracts.

As for the lessor, he shall classify each lease contract
either as an operating lease or a finance lease contract.

As for the finance lease, the lessor must recognize the
assets held under a finance lease contract in the Statement
of Financial Position and present them as receivable with
an amount equivalent to the amount of the net investment
in the leass conbact,

As for operating leases, the lessor must recognize the lease
payments of operating lease contracts as income either
based on the staight-line method ot based on any other
regular basis.

The disclosure No.
(32) represent the
adjustments to
applying the new
accounting standard
No. (49).

No. (48) “Revenue
from Contracts with
Customers” is
simultaneously applied.
Except for the above-
mentioned date of
enforcement, Standard
No. (49) applies to
lease contracts that
were subject to Finance
Lenge Luw No. 95 of
1995 and its
amendments and were
Ueated according Lo
Egyptian Accounting
Standard No. (20),
“Accounting rules and
standards related to
financial leasing” as
well as the finance
lease contracts that
arise under and are
subjected to Law No.
176 of 2018 to the
effect of regulating
both financial leasing
and factoring activities
starting from the
beginning of the annual
reporting period in
which Law No. (95) of
1995 was cancelled and
Law No. (176) of 2018
was issued.

Egyptian
Accounting
Standard No. (38)
as “amended

A number of paragraphs were introduced and amended in
order to amend the Accounting Rules of Settlements and
Curtailments of Benefit Plans.

The Management is
currently assessing

the potential impact
of implementing the

This standard No. (38)
applies to financial
periods beginning on or
after January 1%, 2020,

employees amendment of the and the early

Benefits™ standard on the implementation thereof
financial is permitted.
statements.

Egyptian Some paragraphs related to the exclusion of the Investment | The Management is | This standard applies to

Agcounling
Standard No. (42)
as amended
“Consolidated

Entities [rom the Consolidation process were added. This
amendment has resulted in introducing an amendment (o
some of the standards related to the subject of the Investment
Entities. The standards that were amended are as follows:

currently assessing
the polential impact
of implementing the
amendment of the

financial periods
beginning on or after
January 1%, 2020, and
the early adoption is

e
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Financial
Statements”

(EAS 15) Related Party Disclosures

(ESA 17) Consolidated and Separate Financial Statements.
(EAS 18) Investment in Associates

(EAS 24) Income Taxes.

(EAS 29) Business Combinations.

(EAS 30) Periodical Financial Statements.

(EAS 44) Disclosure of Interests in Other Entities.

standard on the
financial
statcments.

permitted.

- The new or amended
paragraph pertaining
to the amended
standards concerning
the investment
entities shall apply
on the effective date
of Egyptian
Accounting Standard
No. (12)
“C'onsolidated
Financial
Slatetnenls™, a5
amended and issued
in 2019.

Egyptian
Accounting
Standard No. (22)
as amended
“Earnings per
share”

The scope of implementation of the Standard was amended to
be applied to the scparate, or consolidated financial
statements issued to all enterprises.

The amendment of
the standard on the
financial statements
is implemented.

This amendment is
introduced and shall
apply to financial
periods beginning on or
after January 1%, 2019,

Egyptian
accounting
Standard No. (4} as
amended
“Statement of Cash
Flows”

This standard requires the entity to provide disclosures that
enable users of the financial statements to assess changes in
liabilities arising from finance activities, including both
changes arising from cash flows or non-cash flows.

The amendment of

the standard on the

financial statements
is implemented.

This amendment is
introduced and shall
apply to financial
periods beginning on or
after January 1%, 2019,

5.




