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Review report on interim financial information

To: The Shareholders of EFG — Hermes Telecom Fund

Introduction

We have reviewed the accompanying statement of financial position of BFG — Hermes Telecom fund
Limited *the fund” as of June 30, 2011 and related statements of comprehensive income, changes in
net assets and cash flows for the six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. Management is responsible for the preparation and
fair presentation of this interim financial information in accordance with International Financial

Reporting Standards. Our responsibility is to express a conclusion on this interim financial information
based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410
"Review of interim financial information performed by the Independent Auditor of the Entity.”

A review of interim financial information conmsists 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 International
Standards on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit and accordingly, we do not express
an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information does not present fairly, in all material respects the
financial position of the fund as at June 30, 2011 and its financial performance and its cash flows for
the six months then ended in accordance with International Financial Reporting Standards.

Cairo,

August 24, 2011 Q &\y

Kamel Magdy sabACA
F.ES.A.A. (R.A.A. 8510)
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EFG — Hermes Middle East and Africa Funds Limited

Telecom Fund
Statement of Financinl position
As of June 30, 2011

Note June 30, 2011 December 31, 2010
usp Ush

Assets
Cash held with brokers (6) 14750390 582 781
Cash at banks )] 2 699 984 1741 138
Investments at fair value through profit or loss - Held
for trading investments (8) 13037970 17 795 8B5
Available for sale investments e 764 501 2351 480
Debtors and other debit balances (10) 59634 52 611
Total assets 18 037 128 22523 896
Liabilities
Payables on purchase of investments 58 044 15 145
Creditors and other credit balances (1 137 482 271 192
Total linbilities 195 526 286 337
Net assets value 17 841 602 22237 559
Number of outstanding shares (12) 689 537 720 412
Net assets value per share 25.87 30.87

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

- Auditors' review report attached.
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EEG — Hermes Middle East and Africa Funds Limited

Telecom Fund

Statemnent of Comprehensive income
For the period ended June 30. 2011

Investment income

Interest income on current accounts

Dividends income

Net realized and un realized loss on investement
Foreign currencies translation differences

Total investment loss/ income

Investment cost

Management fees

Custody fees

Administrator's fees

Board of directors' fees

Incentive fees

Impairment Loss in AFS investement
Other expenses

Total investment cost

Net investment loss

Redemption fees
Net loss for the period from operations

Other comprehensive income

Net gain on available-for-sale financial assets
‘Total other comprehensive income

Tota! comprehensive loss for the period

Note,

(5-2)
(5-2)
(-¢)
(5-b)

(13)
(14)
(15}
(16)
(13)

period ended period ended
June 38, 2011 June 30. 2010
Usb Gsp
1492 2186
693 071 565 141
{2 506 927) (218 525)
23700 (163 749)
(1 788 664) 185 053
167 831 187 939
18 102 16 871
16 525 16 525
& 500
- 1545
1565 563
11523 83 451
1786 044 306 331
(3 574 708) (121 278)
503
(3 574 205) {121 278)
21 969 30 754
21 969 30754
(3 552 236) {90 524)

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



EFCG — Hermes Middle East and Africa Funds Limited

Telecom Fund
Statement of Cash Flow

For the period ended June 30, 2011

Cash_flow from operating actlvities

Net loss for the periad from operations

Adjusted by:

(Loss) on sale and mensurement of held for trading investments
{Gain} from foreign currencies translation

Operating (loss} gain before working capital changes
Decrease in investments at fair value through profit or loss
Decrease in available for sale investments

(Increase) Decresse in debtors and other debit balances
Increase {Decrease) in payables on purshase of investments
(Decreaze) Increase in creditors and other credit balances
Net ensh resulted from operating activities

Cash flpws from financing activities

Payments on redemption of certificates

Net cash (nsed in) financing activities

Net chasge in cash and cash equivalents during the period
Cash and cash equivalents - beginning of the period
Cash and cash equivalents - end of the period

Cash and cash equivalents are represented in:

Cash at banks

Cash held with brokers

Cash and cash equivaleats at the end of the period

period ended period ended
June 30, 2011 June 30, 2010
usb usp

(3 574 205) (121278)
2 506 927 218 525

(23 700}

(1 020 978) 97 247
2274 688 704 470
1 608 548

(7023) 11 467

42 899 {476 705)
(133 710} 27116
2 6594 824 363 591
( 843 721) {745 689)
(843 721) (745 689)
1851103 (382098)
2323920 3 415 668
4175023 3033570
2699 984 431 508
1475039 2 602 062
4175023 3033570

- The attached notes from (1) to (21) form an integral part of these finoncial statements.
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EFG -~ Hermes Middle East and Africg Funds Limited

Telecom Fund

Statement of Changes in Net Assets
For the period ended June 30, 2011

Change in Net Assets from Operations
Total comprehensive loss for the period
{Decrease) in net assets resulting from operations

Change in Net Assets from Capital Transactiong
Payments on redemption of certificates

Relevant redemption fees
Less: Redemption fees reclassified to profit or loss
Net {decrease) in net assets (used in) Capital Transactions

Tatal (decrease) in net assets during the period
Net Assets at the beginning of the period
Net Assets ot the end of the period

period ended period ended
June 30, 2011 June 30. 2010
Ush osh
(3 552 236) (90 524)
(3 552 236) (90 524)
( 843 721) {745 689)
503 -
{ 503) . -
{ 843 721) {745 689)
{4 395 957) (836 213)
22 237 559 21 762 320
17 841 602 20926 107

- The attached notes from {1} to (21) form an integral part of these financial statements.
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EFG — Hermes Middle East and Africa Funds Limited
Telecom Fund
Notes to the Financial Statements
For the period ended Jupe 30, 2011

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 felecommunications 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 retum 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.

Statement of compliance
The financial statements have been prepared in accordance with International Financial.
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB).

1. Application of new and revised International Financial Reporting Standards
1.1.Standards and Interpretations effective in the current period

Amendments to IAS 1 presentation of Financial statements (as part of improvements
to IFRSs issued in 2010

The Fund adopted amendments to International Accounting Standard 1 Presentation of
Financial Statements (2007) (“IAS 1), which introduces non-mandatory terminology
changes (including revised titles for the financial statements) and changes in the format and
content of the financial statements. IAS 1 requires that all items of income and expense be
presented either: in a single statement {a ‘statement of comprehensive income’), or in two
statements (a separate ‘income statement’ and a ‘statement of comprehensive income’). The
Fund has elected to present a single statement of comprehensive income.

Amendments YAS 32 Puttable Financial Instruments and Obligations Arising on
Liquidation issued in 2003

In the current period, the Fund adopted amendments to IAS 32: Financial Instruments:
Presentation (IAS 32) relating to the classification of certain puttable financial instruments
issued by an entity. Under the amendments, if cerlain conditions are met, an entity is
required to classify such financial instruments as equity. Prior to the amendments, TAS 32
required an entity to classify such financial instruments as liabilities. Such instruments are
presented on the statement of financial position as “net assets”. No impact has resulted on
the Fund's financial statements during the current reporting period from the adoption of
these amendments, since these financial instruments had always been stated at the statement
of financial position at redemption value and include a contractual obligation for the Fund
(issuer) to deliver to the holders a prorata share of the Fund’s net assets only on liguidation
which is uncertain to occur but is at the option of the instroment holder, All conditions

qualifying these puttable “net assets” to be classified as equity instruments are set out in
note (5h) below.



Amendments IAS 7 Statement of Cash Flows (as part of Improvements to IFRS issued
in 2009)

The Fund adopted amendments to IAS 7 which specify that only expenditures that result ina
recognized asset in the statement of financial position can be classified as investing activities
in the statement of cash flows.

No impact has resulted on the Fund’s financial statements during the current reporting
period, from the adoption of this amendment since the Fund has no capitalized expenditures.

New Interpretations
IFRIC 17 Distributions of Non-cash Assets to Owners

No impact has resulted on the Fund’s financial statements during the current reporting
period, from the adoption of this amendment since the Fund has not entered into such
transactions.

1.2.5tandards 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.

(i)New and Revised Standards Effective from

IFRS 9 Financial Instruments -~ Covering classification and 1 January 2013
measurement of financial assets, as the first part of its
project to replace IAS 39

IFRS 7 Disclosures — Transfers of Financial Assets 1 July 2011

IAS 24 Related Party Disclosures — Revised definition of 1 January 2011
related parties

TIAS 32 Financial Instruments: Presentation— Amendments 1 February 2010
relating to classification of rights issues

Various Improvements to IFRS issued in 2010 Varioug

(ii)New Interpretations Eiffective from

IFRIC 14 Amendments relating to Prepayments of a Minimum 1 January 2011
Funding Requirement

IFRIC 19 Extinguishing Financial Liabilities with Equity 1 July 2010
Instruments

The directors do not anticipate that the standards and interpretations listed in the preceding
tables that will be adopted in the Fund’s financial statements for the annual periods beginning
on the dates specified above will have a significant impact on amounts reported in the fund’s
financial statements.

3- Basis of preparation
The financial statements have been prepared on the historical cost basis except for financial

instruments that are measured at fair value, cost or amortized cost, as appropriate. Historical cost is
generally based on the fair value of the consideration given in exchange for assets.



4- Critical accounting judgments and key sources of estimation uncertainty
In the application of the Fund's accounting policies, management is required to make Jjudgments

4.1. Critical judgments in app] ing 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 uncertain
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 financiat
year,

Fair value of derivatives and other financial instruments
As described in Notes (5i and 20), the directors use thejr judgement in selecting an appropriate

5- Significant dccounting 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 the fair value of the consideration received or receivable, Dividend
income on equity securities is recognized when the shareholders' right to receive payment has

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 aperating activities are usually retained.
However, operations are mainly denominated in mult 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 eac
monetary items denominated in foreign currencies are retranslated at the rateg prevailing at that
date. Non-monetary items carried at fair value that are denominated in foreign currencies are

retranslated,
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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,

Faxation
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,

Provisions

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
abilities (other thun financial assets and financial liabilities at fair value through profit or

Financial assets at FVTPL
Financial assets are classified as at FVTPL when the financial asset is either held for trading

or it is designated as at EVTPL.
A financial asset is classified as “Held for Trading” if:

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

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

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 (c} financial assets at fair
value through profit or loss.
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_Changes in the carrying amount of AFS mornetary financial assets relating to changes in

foreign currency, interest income caleulated using the effective interest method and dividends
on AFS equity investments are recognized in profit or loss, Other changes in the camying
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 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.

Foreign exchange gains and losses (related to equity instruments) are recognized in other
comprehensive income. _

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,

Loans and receivebles

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 comprise cash on hand, bank balances and shori-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 cash balances held at the broker banks accounts.

f- 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 js
objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the investment have been
affected.

For AFS equity investments, & 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.

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,
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g- De recognition of financisl assets

The Fund derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expire, or when 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,

On derecognizing of a financial asset in its entirety, the difference between the asset's carrying
amount and the sum of the consideration received and receivable and the cumulative gain or
loss that had been recognized in other comprehensive income and accumulated in equity is
recognized in profit or loss.

On derecognizing of a financial asset other than in its entirety (e.g. when the Fund retains an
option to repurchase part of a transferred asset or retains a residual interest that does not result
in the retention of substantially all the risks and rewards of ownership and the Fund retains
control), the Fund allocates the previous carrying amount of the financial asset between the
part it continues to recognize under continuing involvement, and the part it no longer
recopnizes on the basis of the relative fair values of those parts on the date of the transfer. The
difference between the carrying amount allocated to the part that is no lenger recognized and
the sum of the consideration received for the part no longer recognized and any cumulative
gain or loss allocated to it that had been recognized in other comprehensive income is
recognized in profit or loss. A cumulative gain or loss that had been recognized in other
comprehensive income is allocated between the part that continues to be recognized and the
part that is no longer recognized on the basis of the relative fair values of those parts,

h- Financial liabilities and equity instruments issued by the Fund

Share capital

The Fund classifies financial instruments issued as financial liabikities or equity instruments in

accardance with the substance of the contractual terms of the instruments.

The redeemable shares provide investars 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:

@ It entitles the holder to a pro rata share of the Fund’s net assets in the event of the Fund’s
lHquidation;

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

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

» 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

e 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.

e The Fund’s redeemable shares meet these conditions and 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.
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Financial liabilities
Financial liabilities are classified as ‘other financial liabilities’.

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 g 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 initia}
recognition,

Derecognition of financial liabilities

The Fund derecognizes financial lizbilities when, and only when, the Fund’s obligations are
discharged, cancelled or they expire,

Other financial Labilities include payables and accrued expenses. The classification depends

on the nature and purpose of the financial liabilities and is determined at the time of initial
recognition.

Payabies

Trade payables 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 no
measured at fair value to be materially different from their fair value at the end of the
reporting period.

i~ Fair value of financial instruments
The fair value of financial instruments that are traded in an active market is based on quoted
market prices 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.
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.

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

June 30, 2011 December 31, 2010

USD UsD
EFG-Hermes (AED) 36 358 36554
Vision (OMR) 942 594 71492
Kamco (USD) (15) (468)
ICAP Securities (USD) 69 043 58786
Kameco (Other currencies) 426 859 416 417
1475039 582 7181

7- Cash at banks

June 30, 2011 December a1, 2010

USD usn e
Banks - current accounts (USD) 594 526 V44 83
Banks - current accounts (other currencies) 2105458 w06 300

2 699 YR ) LR
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8- Held for trading investments

The breakdown of investments in equity securities portfolio is summarized as follows:
As of June 30, 2011

Country
{Region)

Held for trading
Access Kenya
Orascom Telecom Egypt
Telecom Egypt Egypt
Mochile
Telecommunications
Comany (Zain) Kuwait
Starcomms PLC Nigeria
Omani Qatari
Telecommunication ~ Oman
Qatar Telecom Qatar

Saodia
Etihad Etisalat Arabia
Etihad Etisalat P- Saudijs
Notes Arabia
MTN South Africa
Vox Telecom South Africa
Total held for
trading investments

Quantity

3639 400
2 678 700
274917

290 000
112 666 705

815 100
58 202

220 523
43 717
16 204 972

-13 -

e LI LY Y
Fair Percentage
Vialue of Net Assets
UsSD Value
298010 1.67%
1830976 10.26%
687 638 3.85%
1100931 6.17%
370 614 2.08%
1443 891 8.09%
2447329 13.72%
3087651 17.31%
931292 5.22%
839 438 4.71%
13 037970 73.1%

9- Available for sale investments (Net of impairment)*

Country
{Repion)
AFS equity securities
Luxsat Middle East Middle East
National Telecom Co, Egypt
Thuraya Satellite
Telecommunication UAE

Total AFS securities

As of June 30, 2011

Cost less Percentape of
Quantity  jmpairment Net Asset
Usbh Value
160 000 - -
182 675 764 501 43%
5111111 -
764 501 4.3%

As of December 31, 2010

e e e i 8, AT AT
Fair Percentage
of Net
Yalue Assets
Quantity USD Value
3639400 608 509 2.74%
251400 783 013 3.52%
290000 1568 683 7.05%
112666705 1067369 4.80%
1471550 3044 507 13.69%
37752 2834542 12.75%
30870 454 806 2.05%
257841 3798 756 17.08%
120300 2444776 10.99%,
17505000 1190924 5.36%
17795 885 80.0%
As of December 31, 2010
Cost less Percentage
Quantity  impairment of Net Asset
USDh Value
100 000 -
182 675 786728 3.54 %
5111111 1564752 7.04 %
2351480 10.57%

* These shares have been transferred to AFS investments from FVTPL and stated at cost, iess
recognized impairment, because they are not listed on stock exchanges and their fair values cannot be

measured reliably. Their foreign currency translation differences are, howe

comprehensive income.

ver, recognized in other
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10- Debtors and other debit balances

-14 -

June 30, 2011

December 31, 2010

17 TV VT VRRT TR, TRV TRET TRV TRy e T

A | B\ 8 W

B A

A

Uusp usp
Equity dividends receivable 52 691 52 611
Other Debit balances 6943 -
59 634 52 611
11- Creditors and other credit balances
June 30, 2011 December 31,

2019

Usb UsSp
Accrued management fees B1 743 195 581
Accrued custody fees 1052 1101
Accrued audit fees 12 000 15000
Accrued directors fees 19 500 13 000
Accrued administration fees 16 525 16 525
Other credit balances 6 662 29 985
137 482 271192

12- Share capital
According to the initial offer, no redemption or subscription in Telecom Fund shares

was permitted until December 31, 2001. The number of shares subscribed upon the imitial offer
were 4 211 903 shares.

Following is a summary of subscriptions and redemptions during the current period:

2011 2010
No. of shares No. of shares
Outstanding shares as of Janoary 1 720 412 771 992
Shares redeemed during the period (30 875) (51 580)
Shares issued during the period -~ -
Outstanding shares at the end of the period 689 537 720 412

13- Manapement 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 period ended June 30, 2011
amounted to USD 167 831 (USD 187 939 for the period ended June 30, 2010).

In addition, the manager is entitled to receive from the Fund, in respect of each share in issue, an
incentive fee of 15 percent of any out-performance of such share (in terms of movements in the
net asset value and dividends paid in respect of such share) 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 period (in respect of any share redeemed during the course of the period, such
fee shall accrue on the valuation day on which such share is redeemed). Finally, the manager is
also entitled to reimburse all reasonable out-of-pocket and third party expenses incurred in the
performarce 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 shares in the Fund.
The manager was not entitled to receive incentive fees for the period ended June 30, 2011
(incentive fees of USD 1 545 for the period ended June 30, 2010).
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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 o 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 custedian for securities listed in
Kuawait,

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 period ended June 30, 2011 amounted to USD 18 102 (USD 16 871 for the period
ended June 30, 2010).

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 3, 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.
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 period ended June 30, 2011 amounted to USD 16 525 (USD 16 525
for the period ended June 30, 2010).

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 the admin {apx) ,and
three independent directors,
The directors’ fees charged to the fund for the period ended June 30, 2011 amounted to
USD 6 500, no directors' fees were charged to the Fund for the period ended June 30, 2010,

17- Distribution policy

Dividends, interest and other income recejved 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 subject to the fiscal laws and practices of
Bermuda, the United Kingdom (UK), Middle East and Africa. The Fund had no {ransactions in
any other jurisdiction, which may result in a material tax implication.
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Bermuds

At the date of the explanatory memorandum, there was no Bermuda income, corporation or
profits tax, withholding tax, capital gaing 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 Financial of 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
assels, 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 ta 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 halding such shares, debentures or other obligations of the Fund.

United Xingdom

The Fund is not a resident in the UK as it is considered an offshore fund for the purpose of UK
taxation. Also, the Fund is not deemed to carry on trade activities in the UK by virtue of various
exemptions, which are available 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
EFG-Hermes - the Fund manager - and its group and affiliates, are the major related parties of the

Fund. Management fees incurred during the period and payable to the Fund manager amounted to
USD 167 831. 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 48. 6% (ordinary placement) of total sales and purchases transactions for the
period ended-June 30, 2011

The Fund does not hold any shares as of June 30, 2011 in EFG-Hermes Holding,

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 thejr carrying amounts at the date of the
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financial statements:
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Catepories of financial instruments
30/6/2011 31/12/2010

usb Ush
Financial assets
Fair value through profit or loss (FVTPL)
Held for trading investments 13037970 17 795 885
Available for sale investments 764 501 2351 480
Receivables 59 634 52611
Cash and cash equivalents (including brokers current 4175023 2323920
accounts)
Financial liabilities
Short term liabilities at amortized cost (immaterial effect 195 526 286 337
of time value of money)

20-2 Financial risk management abjectives

The investment manager co-crdinates access to domestic and internationa! financial markets,
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 to 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 provide written principles on foreign exchange risls, interest rate risk, credit risk, the
uge of financial derivatives and non-derivative financial instruments, and the investment of
excess lignidity, Compliance with those policies and exposure limits is reviewed by the
internal auditors on a continuous basis. The Fund does not enter into or trede financial
instruments, including derivative financial instruments, for speculative purposes.

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 QECD
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 companics is ollen
less liquid than that for stock in larger listed companies, bringing with it polentinl
difficulties in acquiring, valuing and dispesing of such stock.

Several mles and instructions are set in the prospectus o assist in reducing this rixk
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 memns of
participating in the rapidly developing fixed line, cellular, data and uther
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, also in relitud
high technology, and communication companies in all such countries (subject to
any applicable foreign investment restrictions). Such investments may includo
media and related entertainment stocks (e.g. in Cable TV companies), rcintal
infrastructure companies and internet related and e-commerce businesses.
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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 invalved in
the day to day management of investee companies and assets, and will not take
management and legal control of any such companies.

All security investments present a risk of loss of capital. The maximum risk is
determined by the fair value of the securities held hy the Funds,

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 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 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.
The following table details the foreign currencies to which the Fund has significant
exposure as at June 30, 2011 in terms of US Dollar and the Fund’s sensitivityton 5
% increase and decrease in the US Dollar apainst the relevant foreign currencies:

Currency Total Exposure Impact on Net
(000s) in USD Assets (000s) USD

Arab Emirates Dirham 36 558 1827
Egyptian Pound 3283 327 164 166
Kuwait Dinar : 1504 950 75247
Oman Riyal 2386484 119324
Qatar Riyal 3015305 150 775
Saudi Riyal 3110490 155 524
Morocco Dinar 30814 1540
Zar 3147428 157 371
Jordanian Dinar 73127 3656
Bahraini Dinar 52047 2602
Turkish lira 4 509 225

16 645239 832 257
As a percentage of Net assets 93.394 4.6%

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 June 30, 2011, 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 832 257 Thousands (approximately 4.6 % 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.

In management opinion, the sensitivity analysis is unrepresentative of the inherent
foreign exchange risk because the exposure at the end of the reporting period does
not reflect the exposure during the period.
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20-2.3 Creditrisk
Credit risk refers to the risk that 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 waorthy
counterparties which are generally major brokerage firms. In addition, no
investments in debt securities are held by the Fund as of June 30,2011.

20-2.4 Liquidity of shares risk
The ordinary shares are only redeemable on a quarterly basis and then are subject to
several limitations and restrictions. Although the ordinary shares are 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.
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 mesting 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 June 30, 2011 the Fund’s outstanding number of shares was 689 537.
If 5% of these shares were redeemed within one month from the end of reporting
period, it would have been settled at USD 891 916 which may be covered by the
cash and cash equivalents balance as of June 30, 2011, 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 June 30, 2011, out of the outstanding 689 537 shares of EFG-Hermes Telecom Fund, the
investment Directors held the following beneficial interests in the shares of the Fund:

Shares Held Percentage from
Outstanding Shares

Directors
Khalid Abu Botain 2258 0.32%



