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EFG - HERMES Middle East
And Developing Africa Fund Limited

Repert on review of interim financial information
for the six months ended December 31, 2008
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Heview report op interim financial information

To: The Shareholders of EFG ~ Hermes Middle East and Developing Africa Fund Limited

introduction

We have reviewed the accompanying balance sheet of EFG - Hermes Middle East and Developing
Africa Fund Limited “the fund” as of December 31, 2008 and related staternents of income, changes in
nct assets and cash flows for the six-month peried then ended, and 2 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 Stapdards. 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 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 Mternational
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 andit opinion.

Copclusion

Based on our review, nothing has come to our astention that causes us fo believe that the
accompanying interim financial information does not present fairly, in all material respects the
financial position of the Fund as at December 31, 2008, and of iis financial performance and cash
flows for the six months ther ended in accordance with International Financial Reporting Standards.

Cairo, July 26, 2009
N

Kamel Magdy Sale A
FESAARAA 5IG)

Saleh, Sarscum & Abdel Aziz
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EFG - Hermes Middie East and Developine Africs Fund Limited

Statement of Assets and Liabilities

Az of Decmber 31, 2008

Assets
Cash and cash equivalents

Financial assets at fair value through profit or loss - Held

for trading invesiments
Receivables and other debit balances
Total assets

Lizbilities

Barnk accounts - credit balances

Payables on purchase of investments

Proceeds under subscription of the fund's shares
Accroed expenses

Total linbilities

Met assets valoe

Mumber of shares outstanding
Met assets value per share

{7

8
&)

[10)

(11)

21732/2008
LS

115057 913

272 458 495

30/6/2008
Usp

118 659 606

1283711 867

& 030033 617 509
395 546 443 1412 988 982
62 181 1295530
7825 263 56775833
- b 360
1910 136 32624 813
757 578 96 697 636
385 748 863 1322 291 346
18412 261 33 844 547
20,95 38,42

- The attached notes from (1) to (20) form an integral part of these financial statements.
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EFG - Hermes Middle East ang Developing Africs Fund Limiied

Investment income

Interest on deposits

Inferest on Investments at FVTPL
Dividends income

Other income

Total investment income

Expenses
Management fees

Custady fees
Diebit interest
Registrar fees
Administrator fees
Incentive fees
Other expenses
Total expenses

Wet investment loss

Income Statement

for the six months ended December 31, 2008

(12}
(13

(14)
(12}

Net realized (loss) gain on sale of held for trading investments
Net unrealized (loss) gain on held for trading investments

{Loss) Gain from foreign currency translation

Net {(decrease) inerease in net assets

resulting from operations

Six Months Ended
31 December

Six Months Ended
31 December

2008 2007
UsD usp
454 130 433952
612004 -
3733 679 249 851
154 575 .
4 954 388 683 803
6 280 599 3914993
1214376 501 156
272 .
38 400
472 317 38074
— 19 634 077
926 155 310 840
8 884 374 24 401 040
(3 830 186 (23 717 237)

(248 284 1043
{348 333 686}
€3 344 230}

22 837958
130 891 929
4 850 143

(663 892 206)

134 962 793

- The attached notes from (1) to (20} form an integral part of these financial staterments.




EFG - Hermes Middle Fast and Developing Afries Fund §imited

Statement of Chanees In Net Assets
for the six months ended December 31, 2008

Change in net assets from operations

Net investment (loss)
et realized (loss) gain on sale of held for trading investments
Net unrealized (loss) gain on held for trading investments

(Loss} Gain from foreign currency translation

Net (decrease) inerease in net assets (used in}

resulting from operations

Change in net asseis from cavital transactions

Proceeds from sale of shares
Payments on redempiion of shares
et (decrease) increase in net assets (used in}

resulting from capital transactions

Total (decrease) increase in net assets during the period
Net assefs at the beginning of the period
Net assets at the end of the period

Six Months Ended Six Months Ended
31 December 31 December
2008 2007
USH USh
{3930 186) (23717 23°h
(248 284 1043 22 837 958
(348 333 686} 130 891 926
(3 344 230 4 950 143
{603 892 206} 134 962 793
186G 444 077 261 381 296
(323 094 354y (15470411
{332 656 27T 245910 885
{ 836 542 483) 302 967 365
13322 281 346 6% 646 670
385 748 863 372 614 038

- The attached notes from (1} to (20} form an integral part of these financial statements.
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EFG - Hermes Middie East and Develoning Afvica Fund Limited

Statement of Cash flows

for the six months ended December 31, 2008

Cash flows from eperating activities

Net (decrease]} increase in net assets resulting from operations
Adjusted by:

Net unrealized gain (loss) on valuation of inveshments

Opersting profit before working capital changes

Decrease {Increase) in investments at fair value through profit or loss
Decrease {Increase) Held for trading certificates in mutual funds
(Increase} in receivables and other debit balances

(Decrease) Increase in payables on purchase of invesiments
(Decrease) Increase in Proceeds under subscription in the fund's shares

{Decrease) Increase in accrued expenses

Met eash resulfed from operating activities

Cash flows from financing activities

Proceeds from sale of certificates

Payments on redemption of certificates

Net cash (used in) financing activities

Net change 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 eguivalents is represented in :
Banks — current accounts

Bank accounts - credit balances

Cash and cash eqguivalents end of the period

Six Mouths Ended  Six Months Ended
31 Becember 3¥ Becember
2008 2007
ush usb
(603 892 206) 134 962 793
{348 333 68%) 130 891 929
(952 225 892) 265854727
1369587 038 (538310017
- 9 38% 610
(7412 5243 434 848
{48 950577 12692 837
{1360) 53431 928
{30714 777 13 578 697
330 2831 833 {183 528 275
190 444 077 293 612 624
{523 094 354 {14 354 B72)
(332 650 277) 275 257 782
{2 368 344) 95729 477
117 364 876 43 571 602
114 995 732 139 381 079

115037 913
(62181

135 301 07¢

114 995 732

139 301 &7¢

- The attached notes from {1} to (20) form an integrai part of these financial staternents.
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EFG — Heymes Middle East and Developing Afriez Fund Limited
Notes te the Financial Statements
For the Six Months Ended December 31, 2008

Genperal infotmation

EFG-Hermes Middle East and Developing Africa Fund Limited “The Fund” was originally
incorporated in Bermuda on 30 June 1998, as a mutual Fund company with limited Hability and of
unlimited duration. The Fund invests in 2 managed portfolio consisting principally of listed equity
securities of companies established or operating in the Middle East and North Africa. The purpose

of the Fund is to seek long-term capital appreciation for its investors through investment in Middle
East and Developing Africa equity and equity relaied securities, the Fund's shares are listed in
Dibai Financial Market (DFM).

Pursuant to an agreement dated April 11, 2003 between the Fund and the Manager, (the
“Management Agreement”), EFG-Hermes Financial Management (Egypl) Limited has been
appointed manager to the Fund and is able to draw on the expertise and expericunce of the rest of
the EFG-Hermes Group. The manager is responsible for the management of the Fund’s investment

porifolio and for the day-to-day management of the Fund subject to supervision by and subject to
the specific directions of the Direciors.

Basis of preparation of financial statements
The financial statements have been prepared under the historical cost basis except for the financial
mstraments which are stated at fair value, cost or amortized cost, as appropriate.

Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporiing
Standards.

New and revised standards

An amendment to IAS 39 Financial Instruments: Recognition and Measurment, with related
amendments to IFRS 7 Financial Instruments: Disclosures, issued on October 2008, permits an
entity to reclassify non-derivative financial asseis (other than those designated at fair value through
profit or loss by the entity upon initial recognition) out of the fair value through profit or loss
category in certain circumstances. The amendment also permits an entity o transfer from the
available-for-sale category to the loans and receivables category a financial asset that would have
met the definition of loans and receivables (if the financial asest had not been designated as
available-for-sale}, if the entity has the intention and ability to hold that financial asset for the
foreseeable future. However, the Fund did not use that option due io the nature of its industry.

Critical accounting jndements and kev sources of estimation uncertainty
in the application of the Fund’s accounting policies, management is required to make judgments,

estimates and assumptions about the carrving amounts of assets and labilities that are not readily
apparent from other sources. These estimates and associated assumptions are based on managemeni
historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates, therefore, those estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period or in the period of the revision and future periods if
the revision affects both current and future periods.
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5.1.

5.2,

Critical judements in applving accounting policies

The directors have not made critical judgements in the process of applying the fund’s
accounting policies, apart from those involving estimations that have the most significant
effect on the amounts recognised in financial statements (Note 3-5.2).

Kev sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the nexi financial
vear,

Fair value of derivatives and other financial instruments

As described in (Notes 6g and 19), the directors nse their judgement in selecting an
appropriate valuation technique for financial instruments not quoted in an active market.
Valuation techniques commonly used by market practitioners are applied (Note 6g).

For derivative financial instruments, quoted market prices are used for measurement of fair
value. For unquoted derivative financial instruments, assumptions are made to determine the
fair value based on quoted market rates adjusted for specific features of the instrument,

6 Sisnificant accovntine policies

The principal accounting policies set cut below have been consistently applied in the preparation of
the financial statements for all periods presented:

T

Foreign currencies

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

Transactions denominated in currencies other than the 1S Diolar, are translated to US Dollar
using the rate in effect at the date of the transactions. Monetary items denominated in foreign
currencies are translated at the rates prevailing at the balance sheet date, Non-monetary items
cartied at fair value that are denominated in foreign currencies are translated at the rates
prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not translated.

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 transiation differences are recognized as part of changes in fair
valpe,

Financial instruments

Financial instruments comprise financial assets and financial liabilities which are recognised
in the balance sheet when the Fund becomes a party to the contractual provisions of the
mstrument.

Financial assets

Investments are recognised and derecognized on the trade date where the purchase or sale of
an mvestment is under a contract whose terms require delivery of the investment within the
timeframe established by the market concermned.

The irade date is the date that the Fund commits jtself to purchase or sell an asset. Trade date
accounting refers fo the recognition of an asset to be received and the hiability to pay for it on
the trade date, and derecognizing of an asset that is sold, recognition of any gain or joss on
disposal and the recognition of a receivable from the buyer for paymeni at that date.
Generally, interest does not start to accrue on the asset and corresponding liability until the
seftlement date when title passes.
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All financial assefs are initially measured at fair value. Fair value is determined in the manper
described in (Noete 6g).

Financial assets are classified as financial assets ‘at fair value through profit or loss’ (FVTPL),
while other financial assets include cash and cash equivalents and receivables. The
classification depends on the nature and purpose of the financial assels and is determined at
the time of initial recognition.

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

or it is designated as at FVTPL. All FVTPL financial assets represent held for trading
investments,

A financial asset is classified as held for trading if it has been acquired principally for the

purpose of selling in the near futore; or it i a part of an identified portfolio of financial

instruments that the Fund manages together and has 2 recent actual patiemn of shori-term

profit-taking; or it is a derivative that is not designated and effective as a hedging instrument.

Drerivatives financial instruments are financial instruments or other contracts with all three of

the foliowing characteristics:-

¢ lis value changes in response to the change in a specified interest rate, financial instrument
price, commodity price, foreign exchange rate, index of prices or rates, credit rating or
credit index, or other variable (sometimes called the underlving};

¢ It requires no initial net investment or an initial net investment that is smaller than would
be required for other types of contracts that would be expecied to have a similar response to
changes in market factors; and

¢ It is settled at a futare date

Derivatives are initially recognized at fair value on the date on which a derivative contract is

entered into and are subsequently re-measured at their fair value. Fair values are obtained

from guoted market prices in active markets, including recent market ftransactions, and

valuation techniques, including discounted cash How models and options pricing models, as

appropriate.

Held for trading financial assets are stated at fair value, with any resultant gain or loss,

representing the difference between the market or estimated fair value of instruments, on the

day of valuation and average cost, recognised 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 seiling price. net of commissions and

expenses, and average cost.

Other financial assets

Cash and cash equivalenis

Cash and cash equivalents comprise cash in hand, bank balances and short-term dermand
deposits that are readily convertible to known amounts of cash.

Eeceivabies

Receivables are shori-term non-interest bearing financial asseis. Receivables are stated at their

nominal value as reduced by appropriate allowance for estimated irrecoversble amounts,
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Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each
balance sheet date. Financial assets are impaired where there is objective evidence that, as a
result of one or more events that occurred affer the initial recognition of the financial asset, the
estimated future cash flows of the investment have been impacted,

The carrying amount of the financial asset is reduced by the impairment joss 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 uncollectible, it is written off
against the allowance account. Changes in the carrying amount of the aliowance account are
recognized in profit or loss,

Derecognition of financial assets

The Fund derecognizes 2 financial asset only when the contractual rights to the cash flows
from the asset expire; or it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Fund neither transfers nor retaing
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 Hability 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.

Financial labilities and equity instruments issued by the Fund

Classification as debt or equity

Debt and equity instruments are classified as either financial Habilities or as equity in
accordance with the substance of the contractusl arrangement.

Financial Habilities

Financial liabilities are classified as the “fund’s puttable sahres” and ‘other financial
Liabilities’.

Fund's putiable shares

Redeemable shares of the Fund are initiaily recognized at fair value, net of transaction costs,
Financial liabilities arising from the Fund’s redeemable shares are stated at fair value; being
the unitholders’ rights in the Fund’s net assets value at the redemption date. Proceeds from
subscriptions in and payments from redemptions of the Fund’s shares are recognized divectly
in the statement of changes in net assets at the fair value for which those shares were
subscribed or redeemed.

Other financial liabilities

Other financial liabilities, including borrowings, are initially recognized at fair value, net of
transaction costs,

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

The effective interest method is & 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 petiod. Other financial liabilities include
pavables.

The classification depends on the nature and purpose of the financial liabilities and is
determined at the time of initial recognition.
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Derecegnition of financial Fabilities

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

Pavables

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 in note {6}, the directors of
the Fund do not expect the carrying amount of the financial assets and liabilities to be
materially different from their fair value at the balance sheet date.

Revenue recopnition

Revenue is measured at fair value of the consideration received or receivable, Dividend
mcome on equity securities is recognized when the holders' rights to receive payment have
been established.

Interest income is accrued on 2 time basis, by reference to the principal outstanding and at the
interest rate applicable during the period until maturity using the effective interest method.

Fair value estimation

The fair value of financial instraments that are traded in an active market is based on quoted
market prices at the balance sheet 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 balance sheet
daie.

As such, investments in listed securities are valued at fair value based on ihe weighted average
of all prices during the last day such investments were traded on the stock exchange.

Unlisted securities and quoted securities for which a price is unavajlable are valued at cost and
will only be valued at higher price if deals are executed for an aggregate value equal 1o or
exceeding BEGP 1,000,000 and will only be valued at lower price if deals are execuied for an
aggregate value equal to or exceeding EGP 106,000

Taxation
The taxation of income and capital gains of the Fund is subject to the fiscal laws and practices
of Bermuda, United Kingdom and any other Jurisdiction in which the Fund invests.

Provisions

Provisions are recognized when the Fund has a present obligation (legal or constructive),
arising from past events, the settlement of which is expected to result in an outflow from the
enterprise of resources emnbodying economic benefits, the costs {0 setile related obligations are
probable and a reliable estimate is made of the amount of the obligation. The amount
recognised as a provision is the best estimate of the consideration required to seitle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding
the obligation. Where 2 provision is measured using the cash flows estimated to seitle the
present obligation, its carrving amount is the present valne of those cash flows. Where
discounting 1s used, the carrying amount of a provision increases in each period to reflect the
passage of time. This increase is recognised in profit or loss as finance cost.

7- Cash and cash equivalents

31/12/2608 30/6/2008
usph usb
Banks — current accounts in USD 34 814 280 5039793
Banks ~ current accounts in EGP equivalent to USD 13972 508 24320257
Banks — current accounts in other currencies equivalent to USD 56271 125 86 289 554

115057 912 118 659 606
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8- Held for trading investments

Fepresents mvestments in equity secusities and is anabyzed as follows:

Listed securities

Eguity securities

ADDGHA

Agility

Aral Cement

Arabian Pipes

Arablec

Bank Muscat

Barwa Real Estate

Burgan Hank

CiB

CIBE GBR

Commercial Bank of Qatar
Commercial Bank OFf Qafar GDR
DFM

EFG-Hermes-Holding
EFG-Hermes-SPC

Fi Ezz Steel

EMAAR

EMAAR Foonomie Chy
Emirates National Bank of Dubai
Etihad Fusalat

Btisalat Swaps

Heliopoliz Housing
Industries Qatar

Jarir Marketing Co.

Jordan Ably Bank

Jordan Phoschate Mines
KIPCO

Mandive

Middel Fast Specialized Cables
National Maobile Telecom
Olympic Group

Oman Cerent

Chman Interpational Bank
Orascom Congtraction
Ormascom Construction GDR
Qatar Gas

Datar Ielamic Bank
Renaissance Services

5. A Fertiltzers

SABIC

Saudi Arabian Minning
Sorouh Real Estate
Taameer

Talat Mostafs Group
Felecom Egypt

Urnon National Bank
Union Properities

Teotal listed equity securities

Debt securnities

Bonds

Weather CAP FIN
ALDAR FUNDING
NAKHEEL Development

Derivagives

Barclays Bank PLC Dwhai

Total Investments

Country

Morocco
Kuwait
Saudi Arabia
Saudi Arabia
UAE

Oman

Qatar
Kuwait
Egypt

UK

Qatar

UK

UAE

Epypt

Egynt

Egypt

UAE

Saudi Arabia
UAE

Sandi Arabia
UAE

Egypt

Qatar

Saudi Arabia
Jordan
Jordan
Kuwait
Egvpt

Saudi Arabia
Karwait
Egyot

Oman

Oran

Egynt

UK

Qatar

Qatar

Oman

Suudi Arabia
Sandi Arzbia
Sandi Arsbia
UAE

Jordan

Egvpt

Egypt

UAE

UAE

Number of
shares

G8G 241
22778 410
4 328 526
1389891

679 083
12613500
517 425
3

23351400

6 125 446

654 600
210912

368 482

258 281
405 482
177 743

i
i
2

590 522
it 924
3116 646

5 149 484
475 837
808 500

2219 280

5126263

102 006G
50 000
250 060

G-
IL/EII00E
Book Perceninge of
Yialue Net Assety
UsD Yalpe
- 0.00%
- 0.00%
- 0.00%
i1 649014 3.02%
14017 483 1.63%
& 961 426 232%
11 564932 3.00%
- 0.00%
4237 566 1.10%
& 641 275 2.28%
12 546 529 325%
14 0.00%
- 0.00%
- (0.00%
- 0.00%
- Z.13%
1471631 G.38%
- 0.00%
3087 164 1.32%
- 0.00%
- 0.00%
- 4.00%
18 (83 966 4.69%
i2 415 897 3.22%
- 0.00%
i 140991 2.63%
- 0.00%
- 0.00%
12 438 643 3.22%
7 564 900 2.48%
9511482 Z2.47%
- 0.60%
- 56.060%
15 008 722 1.89%
596 200 0.15%
18 486 765 & T9%
- 0.00%
8292 678 2.15%
11372283 2.95%
11094 526 2.88%
6287 717 1.63%
- 0.00%
- 0.00%
- 0.00%
15083352 391%
- 09.00%
- 200%
236 583 142 63.46%
G 546 03 2.47%
4 445 330 i15%
21 250 000 5.51%
35 241 383 9.14%
CERRE] 0.16%
435 000 (.16%:

272 458 495

Mumber of,
shiergs

100 900
1036

2 336 489
858 543
576 241

2392 600
2707250
P14 198

572949
3318 58
34132270
283521
3773399
1841 638
19 766 663
6 124 B89
18762727
3040212
2270 006
435 623
472 0G0

1741273
166 0G0
21683370
G ORI 08}
T 044 213

2 368 443
7113000
19 997

403 556
4 147 146
539 267
5744 484
965 919
1373076

18 161 100
3552457
35774 827

7429
47 591 443

/672008
Book Fercentage of
Yalue Ket Assets

usp Value
29741 812 2.25%
4705 3.00%
5317 764 3.81%
28 563 01t 2.16%
43 115 906 3.26%
- 0.00%
55 168 261 4.17%
B 270296 0.63%
1751 8G3 0.13%
B (3.00%
23 301 4%0 1.76%
28216293 2.43%
47 301 384 3.58%
Z 645 405 0.20%
6 367 889 G 48%
28 089 856 2.52%
58 392 086 4.43%
36753254 2.78%
al 105046 4.62%
43 378 318 3.28%
12082 687 3.91%
39474 652 2.99%
23 605 837 1.79%
- 4.00%
& (8% 472 G.48%
4 438 670 1.09%
B6 178 335 6.52%
35 895 945 2.70%
27585478 2 .84%
- 0.00%
32094124 2.43%
16611474 1.26%
3t 542 0.02%
- (.00%
5187939 G.39%
44 732 542 3.38%
39928 720 3.02%
25 695 301 1.97%
66 333 514 5.02%
51358521 3.88%
- 0.00%
45 886 087 34T
11104 565 G.84%
60372 662 4.57%
- 0.00%
19275760 1.46%
65 B60 477 5.06%
12383711 867 97.84%
- 0.05%
- C00%
1.293 711 867 97.84%
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8- RBeceivables and other debit balances

Receivables on sale of investments
Equity dividends recejvable

10- Accrued expenses

Accrued management fees
Accrued custodian feec
Acerued ineentive fees

Other accruals

11- Share capital transactions

-}

31/12/2068 362068
Usb usp
7528 281 -~

301 752 617 509
€ 0306 633 617 509

31/12/3008 30/6/2008
Usp Usb
1770 135 4615 849

85 368 222154

0 27588712

54 633 198198
1910 136 32 624 913

The Company was incorporated with an authorized share capital of USD 12 000 divided
into 1,200,000 shares of a par value of USD 0.01 each. On June 28,1999 the authorized
share capital of the Company was increased to USD 250 000 by the issuance of additional

23 B0 000 shares.

The shares issued by the Company are freely transferable, issued in registered form and holders
are entitled, upon their request, to certificates in respect of their holdings. Fractions of shares may
be issued. No pre-emptive rights exist in respect of the shares, sither under Bermuda faw, under
the by-laws, or otherwise. Shares may be redeemed quarterly, subject to certain restrictions,
commencing with the last valuation day on June 2000. The following transactions took place on

share capital during the period:

Cratstanding as of June 36, 2008
Shares redeemed during the period
Shares sold during the period
Outstanding as of December 31, 2008

12- Manavement fees and incentive fees

Ng, of shares
33 544 547
(20320214
5188028

18 412 261

EFG-Hermes Financial Management (Egypt) Limited “The manager” is entitled to receive from
the company a management fes accruing monthly at the annual rate of 1.4 percent of the net
assets value of the company on each valuation day and payable quarterly in arrears (calculaied

prior to deduction of management fees).

In addition, the manager is entitled to receive from the company in respect of each share in issue
a performance 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 pavable within 14 days following the valuation day
in June of each vear (save that, in respect of any share redeemed during the course of the vear,
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 parly expenses
incurred in the performance of its duties. The manager is entitled to waive or rebate any part of its
performance fee or annual management fee 0 any person who assists in the placing of shares in

company.
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An investment portfolio agreement dated [ June 2000 between the Company and United Gulf
Bank (UGB} pursuant to which UGB has agreed to provide facilities for the Company to
establish and manage non-discretionary investment portfolio trading in Kuwaiti securities, Under
the terms of the agreement UGB may appoint intermediaries, brokers or agents to manage the
non-discretionary portfolio but UGB will remain responsible for the acts of such appointecs.
UGB will not be liable for losses sustained by the Company unless such loss results from UGR’s
negligence in the performance of its obligations under the agreement. UGB has appointed
KAMCO. “Kuwait Assets Management Company “as amanger for this portflio.

Total management fees amounted to USD 6 280 599 for the six months ended December 31,
2008, of which USD § 912 369 payable to EFG-Hermes Financial Management (Egypt) Limited
{USD 4 073 606 for the six-month period ended December 31, 2607, of which USD 3 914 952
payable to EFG-Hermes Financial Management (Egypt) Limited ).

"The manager is not entiteld to receive any incentive fees for the six months ended December 31,
2008 (USD 19 634 077 for the six-months ended 31 December 2007).

€ ustody fees

According to an agreement dated April 1, 2008, the Hong Kong and Shanghai Banking
Corporation limited (HSBC) act as the global custodian for the fund’s assets. Fees payable for
custodian services accrue monthly at a rate of 0.0225% per annum of the net asset value of the
Fund up to USD 500 million, and 0.02% per annum of the net asset value of the Fund for 500
million and above, with a minimum monthly fees of USD 20 000,

"The custodian also receives a transaction fee of USD 70 for each transaction that takes place in
Jordan and Lebanon, USD 50 in Egypt, USD 150 in Morocco, USD 150 in Tunisia and USI 60
in Turky,

Custody fees amounted to USD 1 214 376 for the the six months ended December 31, 2008
(USD 501 136 the six months ended December 31, 2007},

Administrators’ fees

Starting from April 1, 2008, the Fund appointed HSBC to act as the fund’'s Administrator.

"The admuistartor is entilted to receive administration fees of 0.01% per annaum from the net asset
value at each valiation day accuring monthly and payable in arrears at the end of each quarter,
Administrator fees amounted to USI? 422 317 for the the six months ended December 31, 2008
(USD 39 974 for the six months ended December 31, 2007).

Taxation

Taxation of income and capital gains of the Company is subject fo the fiscal laws and practices of
Bermuda, the United Kingdom (UK) and Egypt. The Company bad no transactions in any other
Jurisdiction, which may result in a material tax implication.

Bermuda

At the date of the explanatory memorandum, there was no Bermuda income, corporation oy
profits tax, withholding tax, capital gains tax, capital transfer tax, estate duty or inheritance lax
payabic by the company, or shareholders, other than shareholders ordinarily resident in Bermuda,
Neither the company nor shareholders will be subject to stamp duty on the issue, transfer or
redemyption of shares.

The company has obtained from the Minister of Finance of Bermuda under the exempied
undertakings tax protection act 1966 an assurance that, in the event of there being enacted in
Bermuda any legisiation imposing tax computed on profits or income, or computed on any
capital assets, gains or appreciation of any tax in the nature of estate duty or inheritance tax, such
tax shail not until 28" March, 2016 be applicable to the company or {o any of its operations, or (o
any of its shares debentures or other obligations except in so far as such tax applies to persons
ordinarily residing in Bermuda and holding such shares, debentures or other obligations of the
COMIpAany.
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Enited Kingdom

The Company is not a resident in the UK as it is considered an offshore Fund for the purpose of
UK taxation. Also, the Company is not deemed to carry ot a trade in the UK by virtue of variocus
exemptions, which are available to overseas persons such as the Company dealing throngh UK
brokers and investment advisors. Accordingly, the Company is not subject to UK income tax or
corporation tax,

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

Taxation ¢of investments

Investments held in the Middle Fast and Africa by the Company 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.

16- 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 EFG-Hermes Financizl
Management (Egypt) Limited (Fund manager} amounted to USD 5 912 369. In addition, due o

the widespread operations undertaken by EFG-Hermes Group and its affiliates, a number of

transactions were conducted through related brokerage houses. The deals through ordinary

fransactions carriéd out with EFG-Hermes Group or their affiliates represent 23.42% of total

transactions for the six months ended December 31, 2008 {18.96% of total transactions for the
six-month ended December 31, 2007).

17- Risk mansgement

¥7-1 Use of financial instruments

The Fund’s financial instruments consist primarily of cash and cash equivalents,
investmenis in equity and equity-related securities in exiting stock markets in the Middle
East and North Africa, derivatives and receivables and payables arising Fom 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 sach class of financial asset, financial liability and equity
instrument are disclosed in (Note 6) to the financial statements. The following table
illustrates categories of financial instruments and their carrying amount at the date of the
financial statements:
Categories of financial instruments

131272008 30/6/2008

Finapcial agsets

Fair vaiue through profit or loss (FVTPL

i- Held for trading 272458495 1293711 867
2- Designated as at FVTPL - --
Receivables §030033 617 509
Cash and cash equivalents 115057913 P18 659 508
Financial Habilities

Other financial Liabilities

1- Redeemable shares at net assets value 385 748 863 13221291 346
2- Other liabilities at amortized cost 7825 261 56775 833
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17-% Financisl risk management obiectives

The investment manager co-ordinates access to domestic and infernational finaneial
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 wiitten principles on foreign exchange risk, inferest rate risk, credit risk, the
use of financial derivatives and non-derivative financial instruments, and the investment of
excess liguidity, Compliance with those policies and exposure limits is reviewed by the
internal auditors on a continuous basis. The Fund does not enter into or trade financial
mstruments, including derivative financial instruments, for speculative PUrposes.

17-2.7 Market risk

Market risk is the potential adverse change in security value caused by unfavorable

movements in interest rates, foreign exchange rates or market prices of other

financial instruments.

‘The prices of certain securities listed on the stock exchanges have been subject to

sharp fluctuations and sudden declines. No assurance can be given as to the futore

performance of listed securities in general, Velatility of prices may be greater in
more developed stock markets.

Investment of the fund's assets is subject to certain restrictions determined from

time to time by the directors. In the event C-Shares are issued by the Fund the

following restrictions apply separately to the assets held in each portfolic of shares.
The Directors have adopted the following initial restrictions, providing that the
Fund will not:
i. make any investment which could expose the Fund to unlimited tiability;
H. invesi in securities which are not quoted or listed on any regulated stock
exchange or over-the-counter market (“unlisted securities™) if, as a result, more
than 25 per cent of the net asset value of the portfolios of the Fund would then
be invested in unlisted securitics;
iii. deaj short or on margin;
iv, purchase or otherwise acquire any security if, as a result, more than 10 per cent
of the net asset value of any of the portfolios of the Fund would then bhe invesied
in securities of a smple issuer or group or expose more than 10 per cent of the
net asset vaive of the portfolios of the Fund to the creditworthiness or solvency
of any one counterparty;
v. buy or sell commodities, or commodity futures coniracts or rea} estale except
that:
~ it may purchase and seli securities which are secured by real estate or
commodities and securities of companies which invest or deal in teal estate
or commodities; and

— for efficient portfolio management purposes it may enter into foreign
currency and stock index futures and options, and may buy or sell forward
CUrrency contracts;
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17-2.3

vi. make any loan or give any guarantee provided that this does not restrici the
ability of the Fund to invest in bonds; or
vil. make any investment which resulis in the portfolios of the Fund obtaining or

exercising legal or management control over the issuers of underlying
investraents.

Borrowings

The Fund does not borrow, except for shori-term or temporary purposes, in

aggregate amounts exceeding 15 per cent of the net asset value; the Fund may

exceed this limit by short term borrowing for the purposes of meeting rederption

requests and/or paying fees and expenses provided that the total borrowings made

on behalf of the Fund are restricted to 23 per cent of the net asset value. For these

purposes, short term or femporary borrowings are those with a ierm of 6 months or

less, for ongoing investment purposes.

Currency risk

The Fund invests primarily in securities denominated in multi currencies but its net

assets’ value is quoted in US dollars. Accordingly, 2 change in the value of various

currencies against US Dollars 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 /US Dollar foreign exchange rate as well as any such adverse

movements in the US Dellar sxchange rate with the investor's own base Currency.

The table below indicates the foreign currencies to which the Fund had significant

cxposure as at December 31, 2008 in US Dollar terms:

Currency Total Exposure Impact on Net
{000s) i USS  Assefs{006s) USS
Egvyptian Pound 57,824 2,891
Bahrain Dinar a3 1
Saudi Arabian Riyal 65,275 3,263
Arab Emirates Derham 51,733 2.5%6
Kuwait Dinar 9,592 79
Riyal Oman 19,458 972
Qatar Riyal 73611 3,680
Jordanian Dinar 13,194 659
Morocean Dirham 6,806 340
Total 297,526 14,871
As Percentage of Net Assets (%) 77 a

As at December 31, 2008, if the US Dollars, bad 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 {in 000s)
USS 14,876 (approximately 4% 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.

Credit risk

Credit risk arises from the failure of the counterparty to perform according to the
terms of the confract. The credit risk is somehow Hmited as the Fund's
counterparties are generally major brolterage firms, In addition, the Fund invests in
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debt securities and derivatives issued by reputable organizations higly rated by
acredited rating agencies.

17-2.4 Liguidity of shares risk
The ordinary shares are only redeemable on monthly basis and then are subiect 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 sharcholder
promptly to realize an investment at an appropriate price.

‘The Fund applies several rules and instructions as set in the prospectus {o assist in
reducing this risk to an acceptable level such as:

Pending investment or re-investment in telecommunication securities, of the
proceeds of the issue of shares or the proceeds of any realization of investments or
distributions to shareholders, and to the extent otherwise considered appropriate by
the directors for meeting cash needs, the Fund invests all or a portion of its assets,
not invested in telecommunication securities, in cash deposits, money market
instruments and Egyptian or OFECD government securities. The Fund's assets are
denorninated principally in currencies other than US Doller.

As at December 31, 2008, the TFund's cutstanding number of shares was
18 412 261, If 5% of these shares is to be redeemed within one month from
the date of the financial statements, it would be seitled at an amount of
US> 19 287 443 and may be covered by the outstanding balance of cash and cash
equivalent as of December 31, 2008, if all other variables held constant.

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

Beneficial interests

At December 31, 2008, out of the outstanding shares of 18 412 261 in BFG-Hermes Middle Fast
and Developing Africa Funds Limited, the Fund Director(s) and Manager(s} held the following
beneficial interests in the shares of the Fund:

Shares beld  Percentage from
outstanding shares

Directors

Mohamed Esmat Ahdel Halim L 476 (0.008%,
Manager

Karim: Nehma 1233 ¢.0067%

Impact of slobal erisis

Due t0 the recent global crisis, international, regional and domestic financial markets were
exposed to significant deterioration since the first of October 200%. Accordmngly, almost all
securities in local and regional markets suffered from severe decline in market prices. This has
had a further negative impact on the Fund’s net assets value in the folowing periods,

Comparative ficares

Comparative figures are reclassified, where necessary, to comply with current vear presentation.



