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Tranzlated from Arabic

Report on limited review of separate interim financial stutements

To: The members of Board of Directars of Al Arafa for Investment and Consultancies (An
Egyptian Joint stock company — Under Public Free Zone)

Introduction

We have reviewed the aecompanying interim statement of financial position of Al Arafu for Investment
and Consultancies (An Egyptian Joint stock company — Under Public Free Zones) as of 31 July 2020 and
the related interim statements of income, interim stalement of olher comprehensive income, inlerim
statement of cash flows and interim statement of changes in cquity for the six months then ended, and a
summary of significant accounting policies and other explanatory notes. Management is responsible for
the prepuration and fair prescntation of these interim financial statements in accardance with Egyptian
Accounting Standards. Our responsibility is to express a conclusion on these separate interim financial
statements based on our lmited review.

Seope of Limited Review

We conducted our limited review in accordance with Egyptian Standard on Review Engagements (2411
"Limited Review of Interim Financizl Statements Performed by the Independent Auditor of the Enlity.” A
limited review of interim financial stalements consists of making inquiries, primarily of persons
responsible for financial and accounting matters in the company and applying analytical and other review
procedures. A limited review is substantially less in scope than an audil conducted in accordance with
Egyptian Standards on Auditing and consequently docs not enable us to obtain assurance thal we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion on these interim financial statements.

Comparative figures included in the interim income statement, interim statement of other comprehensive
income , cash flows statement and interim staiement of changes in equity for the financial period from
first of February 2019 till 31 July 2019 were reviewed by another audiior who issued his report dated 20
October 2019 with an unqualified conclusion on the interim financial statements. Bearing in mind that it
look into account the requirements of the financial reporting framework for the corresponding figures,

Conclusion

Based on our limited review, nothing has come 1o our attention that causes us 1o believe that the
accompanying intcrim financial statements do not present fairly, in all material respects, the finaneil
position of the company as at 31 July 2020, and of ils financial performance and ils cash flows for Lhe six
months then ended in accordance with Egyptiun Accounting Standards.



Hazem Hassan

Translated from ic
Emphasis of matter

Without considering this as a qualification, and as detailed in note No. (30) for the interim financial
statements, as most countries of the world, including Egypt, were exposed during the first half of 2020 to
the spread of the new (Covid-19) virus. Which caused disturbances in most commercial and economic
activities in general, so it is likely that this would have a material impact on the elements of assets,
liabilities and their recoverable value, as well as business results in the company's interim financial
statements during the coming periods, in addition to the potential impact on the company's services and
available liquidity, The company is currently evaluating and determining the size of this effect on its
cusrent financial statements, but in light of the instability and uncertainty as a result of current events, the
size of the impact of that event depends mainly on the expected extent and the period of time at which the

end of that event is expected and the consequences thereof this is difficult to determine at the present
time,

KPMG Hazem Hassan

Public Accountants and Consultants

KPMG Hezern Hassan

KPMG Hazem Hassan
Public Accountants and Consultants

Cairo on 15 September 2020
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Translated From Arabic

Limited review's Report
On Review Of Separate Interim Financial Statements

To: The Board of Directors
Al Arafa for Investment and Consultancies (S.A.E) - Free Zone

Introduction

We have reviewed the accompanying separate periodic financial statements of Al Arafa for
Investment and Consultancies (S.A.E) represented on the separate periodic statement of
financial position as of July 31, 2020 and the related separate periodic income statement,
comprehensive income, changes in equity and cash flows for the six months period then ended,
notes, and a summary of significant accounting policies and other explanatory information the
separate periodic financial statements. The Company's management is responsible for the
preparation and fair presentation of these separate periodic financial statements in accordance
with the Egyptian Accounting Standards. Our responsibility is limited to expressing a
conclusion on these separate periodic financial statements based on our review.

Scope of Review

We conducted our review in accordance with the Egyptian Standard on review engagements
2410, "Review of Interim Financial Statements Performed by the Independent Auditor of the
Entity". A review of consolidated interim financial statements consists of making inquiries,
primarily of persons responsibie for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Egyptian Standards on Auditing 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. Accordingly, we don't express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying separate periodic financial statements are not presented fairly-in all aspects of
the separate periodic financial position as of July 31, 2020, its financial performance and its
separate cash flows for the six months period then ended in accordance with the Egyptian
Accounting Standards.

Cairo, September 15, 2020 Auditor
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— YOUSSEF KAMEL

EFSA’s register of auditors no. (112)
{A.R no. 3764)

41, Sherif Pacha Street, Cairo, Egypt.
Tel: (02) 23939633 - 23939372 - 23937108 - 23930660  -2- Fax: (02} 23927137
E-mail : acc(@antonatalla-co.com Website: www.antonatalla-co.com



Al Arafa for Investment and Consultancies

(An Egyptian Joeint stock company - Under Public Free Zone)

Separate Interim statement of Financial Position as of July 31, 2020

Translated From Arabic

Note No. July 31, 2020 Januvary 31, 2020

Assets
Non-current asscls
Property. plant and equipment {net) {29-2).(8) 1924 377 1 876 543
Intangible Assels (9 8073 530 8073 530
[nvestment in associales (29-5). (1) 4 404 077 4404 077
[nvestments in subsidiaries (29-3). (11) 113 687 022 113 687 022
Financial investments available for sale {12) 30 860 30 860
Total non-current assets 128 119 866 128072 032
Current assets
Debtars and other debit balances (29-8). (13) 1376 607 1 681 965
Due from related parties {26-1) 28 833422 28721979
Cash and cash equivalents (29-9), (14) 53 710 889 76 588 213
Total current assets 83920 918 106 992 157
Total asscts 212 040 784 235064 189
Equity and Liabilities
Equity
Issued and Paid up capitzl (29-13). (21) 94 050 000 94 050 000
Reserves (29-18). (22) 32950676 18257 754
Retained carnings 1 680 648 2 590 594
Net profit lor the period / year 1058 677 13 858 449
Total Equity 129 740 041 128 756 797
Liabilities
Non-cuerrent lishilitics
Medium-term loan (29-11). (15) 6321 403 6321403
L.ong-term lease contracts liabilities (29-3). (18) 583 924
Total non-current liabilitics 6 321 403 6 905 327
Curreat liabilities
Medium-term loan {29-11). (15) 7 585 684 7 585 684
Shori-term lease contracts liabilities {29-3). (18) | 845 630 1473 778
Banks - credit facilities {29-11), (16) 44 925 050 69 473 656
Due to related parties (26-2) 19920 899 20 369 954
Creditors and other credit balances (29-12},. (17 1702077 498 993
Total current linbilities 75979 340 99 302 065
Totul linbilities 82 360 743 106 307 392
Total equity and liabilities 212 040 784 235064 189
* The notes on pages (12} 10 (39) are an integral part of these separaie interim financeal statements
* limited review reports “attached "
* Date . Sep. 15,2020

Group Fina Group CFO Chairman and Manapige [Mrector

A ADAM

amed Mohy Mohamed Morsi

Ly



Al Arafa for Investment and Consuliancics

(An Egyptian Joint stock company - Under Public Free Zone)
Scparatc Interim Income Statement for the Financial Period Ended July 31, 2020

Continuing operatigns

Technicat Suppon Services Revenue

Losses on sale of financial investments at fair value
Gross profit (loss) from opreating revenue
Other revenues

Other expenses

General and administrative expenses

Losses from operating

Finance cxpenses

Finance income

Net finance inconie

Net profit/(loss) for the period

Earnings{losses) Per Share for the period
(USD/share)

Note No.

(29-15-iif)

)
@
)

(29-16-1), (6)
(29-15-iv), {7)

(29-17), (24)

financinl period

Tmnesiated From Arphic

linnncial period_

financial period {rom May firancinl perigd from May
ended nt July 1,2020 fo July ended at July 1.201% to July
31.2020 31,2020 31.2019 312019
usn usn usn ush
= - 1323220 1123715
(963 529) (891 821) - N
(963 529) (891 821) 1323220 1123715
85194 42588 597129 292332
(48 452) (24 695) ( B9 G75) { 48 476)
{1978 902) (588 458) (2 149 650) (1 177 640)
(2 905 £89) (1462 3‘8‘;3-)‘“ (318 376) 189 931
(2 117 925) (872032) (2098 925) (1132079)
6082201 1 674001 10332731 6 829 549
3964 366 BO1 969 B 233 806 5697 470
1058 677 { 660 417) 7915430 5887401
0.6023 (0.0014) (0.6168) 0.0125 .

* The notes on pages (12) o (39) arc on integral part of these separate interim financial stalements



Translated From Arghic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company - Under Public Free Zone)

Separate Interim Statement of Comprehensive Income for the Financial Period Ended July 31, 2020

financial
financial period from financinl financial period
period ended May 1,2020 to period ended at  from May 1,2019
at July 31,2020 July 31,2020 July 31,2019 to July 31,2019
UusD USb UsD USD
Net profit/(loss) for the period 1058 677 { 660 417) 7 915 430 5 887 401
Other comprehensive income items - - - -
Total comprehensive income for the period 1058 677 { 660 417) 7 915 430 5 887 401

* The notes on pages (12) to (39) are an integral part of these separate interim financial statements.
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Translated From Arabic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company - Under Public Free Zone)
Separate Interim Statement of Cash flows for the Financial Period Ended July31, 2020

Note No, July 32,2020 July 31,2019

Usp usb
Cash flows from operating activities
Net profit for the period 1058 677 7915430
Adjustments for the followings .
Property, plant and equipment depreciation (8) 61 686 36284
Interest and finance expenses (&) 2117925 2098925
Financial leasing expense - 753 161
Interest income 7 (3074 219) (3 564 552)
Losses on sale of financial investments at fair value 963 529 -
Capital gain 3 - (468 962)
Foreign currencies exchange differences (7) (3008 072) (6 768 189)

(1880 474) 2097
Change in
Debtors and other debit balances (13) 305 358 840 913
Due from related parties (26-1) (111 443) (2054 374)
Creditors and other credit balances (17 3029 557 71930628
Due 1o related parties {26-2) { 449 055) {5 324 008)
Cash generated from operating activities 893 943 658 556
Dividends (75 433)
Interest and finance expense paid 6) { 936 326) (2148 424)
Net cash generated from (used in) operating activities (117 816) (1 489 868)
Cash flows from investing activities
Acqusition of propesty, plant and equipment (8) { 109 520) (27824)
Acquisition of subsidiary - (301 226)
Acqflisi{ion of financial investments at fair value through (32 922 745) )
profit and loss
Proceeds from sale of financial assets at fair value through 31 959 216 )
profit and loss
Collected interest income 7 3074 219 3564 552
Net cash (used in) generated from investing activities 2001170 3235502
Cash flows from financing activities
Change in bank-credit facilities (16) (24 548 606) 17 617 684
Payments for leasing contracts (212072) {753 161)
Net cash (used in} generated from financing activities (24 760 678) 16 864 523
Net change in cash and cash equivalents during the period (22 877 324} 18 616 157
Cash and cash equivalents at beginning of the period (14) 76 588 213 51 187 309
Cash and cash equivalents at end of the period (14) 53710 889 69 797 466

* The notes on pages (12) to (39) are an integral part of these separate interim financial statements,
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Translated from Arabic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company ~ Under Public Free Zones)
Notes to the separate interim financial statements for the financial period ended July 31, 2020

1-

1-1

1-2

Background and activities

Legal entity

Al Arafa for Investment and Consultancies Company - an Egyptian Joint Stock Company, was
established in accordance with investment incentives and guarantees Law No.8 of 1997,
operating under the Free Zone decree.

The Board of Directors of Swiss Garments Company (S.A.E.) -Free Zone (subsidiary
company} proposed in its meeting held on the 18th of June 2005 to separate the Company into
two Joint Stock Companies (main Company and Spin-off Company) operaling according to
the Frce Zone System with the same shareholders and the same participation percentage in the
company’s issued capital as of the separation date. The Board also proposed using the book
value of the assets and liabilities, as of the 30" of June 2005 as a basis for the separation. As
the purpose of the main company will be specialized in investing in financial instruments and
the spin-off company will be specialized in manufacturing ready made garments, As the
company’s Extracrdinary General Assembly at its session held on October 14,2005 agreed on
the mentioned board of director’s proposal, as a final approval on the issuance of the
separation decision was laken by the general Authority for Investment and Free Zone as of
November 24,2005.

The main Company's name was changed to Al Arafa for Investment and Consultancies
Company, and the commercial register was amended accordingly on January 11, 2006.

The company’s amendment has been registered in the commercial registry with no. 17426 on
16/1/2006.

According to the merging company’s main statute, the company’s financial year start from the
first of February from each year and ends at 31 January from the next year, rule 55.

Company's Duration is 23 years starting from the date of registering this amendment in the
commercial register,

Company's location: Nasr city free zone, Arab Republic of Egypt.

The Company's Chairman and Managing Director is Dr/ Alaa Ahmed Abd Al Maksood Arafa.

The separate Interim financial statements were approved for issuance by the company’s board of
directors on September 15, 2020.

Merger of both Al Arafa for Investment and Consultancies Company (S. A. E.) with_the
General Free Zone System (merging company) and Al Arafa for Investment in_Garmenis
industry_Company {merged company), Al Arafa for Investment in Spinning and Textile
Industry Company (merped company), and Al Arafa for Investments in Garments Marketin

and Retail Company (merged company)

-12-



Translated from Arabic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company — Under Public Free Zones)
Notes to the separate interim financial statements for the financial period ended July 31, 2020

The decision of the formed committee was issued by the General Authority for Investment and Free
Zone, approved on the first of July 2019 to enquire the initial assessment of the assets and labilities
of the following companies for the purpose of merging with the Al Arafa for Investment and
Consultancies Company (S. A. E.) merging company with both Al Arafa for Investment in
Spinning and Textile Industry Company (S. A. E.) (free zone), and Al Arafa for Investment in
Garments industry Company (S. A. E.) (free zone) and Al Arafa for Investments in Garments
Marketing and Retail Company (S. A. E.} (free zone) (merged companies) in book values according
to the financial statements of the merging company and the merged companies on October 31,
2018. Mainly taken as a basis for the merger.

And establishing the net cquily of Al Arafa for Investment and Consultancies Company (merging
company) on October 31, 2018 amounting USD 146 935 721 (one hundred forty six million nine
hundred thirty five thousand seven hundred and twenty one USD) and the net non controlling
interest in the Al Arafa for Investment in Garments industry Company (merged company) deficit of
USD 31 971 885 (thirty one million nine hundred seventy one thousand eight hundred eighty five
USD) and the Al Arafa for Investment in Spinning and Textile Industry Company (merged
company) The amounting USD 16 753 (sixteen thousand seven hundred and fifty three USD) after
excluding the value of the investments of Al Arafa for Investment and Consultancies Company (the
merging company) in Al Arafa for Investment in Spinning and Textile Industry Company (merged
company) amounting USD 2 077 340 (two million and seventy seven thousand and three hundred
and forty USD), and Al Arafa for Investments in Garments Marketing and Retail Company (S. A.
E.) (merged company) deficit of USD 3 896 892 (three million eight hundred ninety six thousand
eight hundred and ninety two USD).

According to the decision of the extracrdinary general assembly of the company on August 4, 2019,
it was agreed to specify the autharized capital of the merging company amounting USD 150 million
(one hundred and fifty million USD) as the issued and paid-up capital of the company was
established amounting USD 94 050 000 (ninety four million fifty thousand USD) distributed over
470 250 000 shares (four hundred seventy million two hundred and fifty thousand shares) each
share value is USD 20 cents. It is represented by the total net equity in the merging company, Al
Arafa for Investment and Consultancies Company and the equity of net non-controlling interest in
the merged companies according to the report of the committee formed by the General Authority
for Investment and Free Zone and according to the decision of the Executive chairman of the
General Authority for Investment and Free Zone No. 85 of 2019 regarding licensing the merger of
each of the Al Arafa for Investment in Spinning and Textile Industry Company (S. A. E.), and Al
Arafa for Investment in Garments industry Company (S. A. E.) and Al Arafa for Investments in
Garments Marketing and Retail Company (S. A. E.) (free zone) (merged companies) in Al Arafa
for Investment and Consultancies Company (S. A, E.} merging company in the public free Zone
system in Nasr City, and this was notified in the company’s commercial registry on December
10, 2019.

=13 -



Translated from Arabic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company — Under Public Free Zones)
Notes to the separate interim financial statements for the financial period ended July 31, 2020

1-3

Company's purpose
Providing financial and management consultancy setvices, investing in Capitals of Egyptian

and Foreign Companies and participating in restructuring companies and providing technical
and management support.

Registration in the stock exchange

The Company has been registered in the Egyptian Stock Exchange.

Basis of preparation of the separate Interim financial statements

Statement of Interim compliance
The separate financial statements have been prepared in accordance with Egyptian

Accounting Standards "EAS", and in accordance with the prevailing Egyptian laws and
regulations,

Basis of measurement

The separate Interim financial statements have been prepared on the historical cost basis
except for Investments available for sale are measured at fair value and financial assets
classified at fair value through other comprehensive income

Functional and presentation currency

The separate Interim financial statements are presented in the USD and all the financial
information included are in USD.

Use of estimates and judgments

The preparation of separate Interim financial statements in conformity with Egyptian
Accounting Standards requires management to make judgments, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. The estimates and assumptions related to the prevailing
experience and other variable elements as actual results may differ from these estimates.

Estimates and related assumptions are reviewed Periodically.
Changes in accounting estimates are recognized in the period in which the estimate is

changed if the change affects only that period or the period of change or future periods if the
change affects both,

g .



Translated from Arahic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company — Under Public Free Zones)
Notes to the separate interim financial statements for the financial period ended July 31, 2020

The following are the most significant jitems and notes related to them. and these estimates and
assumptions are used :

1- Useful iife of fixed assets (Note No. 29-2-iii).

2- Provisions and contingent liabilities (Note No. 29-14)

3- Impairment in the value of financial and non-financial assets (Note No. 29-10)
4- Financial instruments (Note No. 20).

Fair value measurement

The fair valve of financial instruments is determined on the basis of the market value of the
financial instrument or similar instruments at the date of separate financial statements, without
deducting any estimated future selling costs, the financial assets are valued at current purchase
prices for these assets, while the financial liabilitics are valued at current settlement costs of
these liabilities.

In case of absence of an active market to determine the value of the financial instruments, the
fair value shall be determined using other valuation techniques taking into consideration recent
trapsactions prices and using the puidance of current fair value as similar instruments. The
discount cash flow method is used primarily or any other technique, which may result in a
reliable value,

When using the discounted cash flow method as a valuation method, the future cash flows are
calculated using the management’s most probable expectations. The discount rate used is the
prevailing rate for a similar instrument in the market similar in nature and condition, on the date
of the financial statements

Other revenues
Tinancial period Financial Financial  Financial period
ended July period from period ended  from Mayl,fo
31,2020 May l,to July 31,2019 317772019
Note 31/7/2020
No.  USD USD
Revenue from service 47 600 23 800 54214 43033
rendered to other
Rent Revenue 33715 16 857 68452 28 563
Capital gains - - 468 962 234 482
Others 3879 1931 5501 (13 746)
85194 42 588 597129 292332




Translated from Arabic

Al Arafa for Investment and Consultancies
{An Egyptian Joint stock company - Under Public Free Zones)
Notes to the separate interim financial statements for the financia! period ended July 31, 2020

4- Other expenses

50 % on tents ' 16 858 8429 34226 14281
1 % on revenue 315% 16 266 54 849 34195
48452 24 695 89 075 48 476

5- General and Administrative expenses

Wages and salaries 44946 22997 36 966 18 766
Property, plant and equipment depreciation  (8) 61 686 31698 36284 17552
Paymenis of lease contracts (1%) 369 468 - 753161 372394
Others 1502 802 533763 1323239 768 928

1978 902 588 458 2 149 650 1177640

G- Finance Expenses

Interest expense, bank commission and 2117925 872032 2098925 1132679
cxpenses

2117925 872032 2098 925 1132079

7-  Finance income

Interest income 3074219 1584048 3564552 2003455

Foreign currency exchange differences (2¢-1y 3008072 89953 6768179 4 826094
6082291 1674001 10332731 6829549
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Al Arafa for Investment and Consultancics

{An Egyptian Joint stock company — Under Public Free Zones)

Translated IFrom Arabic

Notes to the separate Interim financial statements for the financial period ended July 31, 2020

9. Intangible assets

Trademarks

Balance as of July 31,2020

10- Investments in Associates

Golden Tex Company
Italian Shirts DMCC

Balance as of July 31,2020

11- Investments in subsidiaries

Company’s Name investec

Concrete Garments Company

Swiss Garments Company

Egypt Tailoring Garments Company
Crystal for Making Shirts =**

Savini Garmenis Company *
Fashion Industry

Camegit for Garments Manufacturing **
Egypt Portugal Marketing Company

EP Gaments

Evromed for Trading and Marketing
‘White Head Spinning Company
Port Said Ganments Company
Swiss Garments Company

Baird Group
Al Arafa for real estate [nvestment ****
Balance as of July 31, 2020

Legal

form

(S.AE)
Free Zone
(S.AE)
(S.AE)
(S.AE)
(S.AE)
Free Zone
(S.AE)
(S.AP)
Free Zone
(S.AP)
(S.AE}
(SAE)
(S.AE)
(S.AE)
Free Zone
England
{S.AE)

Participation
Percentage
43.60%
40%

Participation
Percentage
In capital as of
July31,2020

%
91.64
99.20
99.40
99.90
49.20
89.80

99.50
59

60
97.14
44.10
97.17
9920

98.15
99.20

July 31,2020 January 31,2020
usb Usb
8073 530 8073530
8 073 530 8 073 530
Usb USD
4393 177 4393177
10 900 10 900
4 404 077 4 404 077
Paid
Percentape Cost of Cost of
From Investment Investment
participation asof asof
value July31,2020  January 31,2020
% UsD USD
100 31771464 31771 464
100 4565223 4565223
100 16 008 060 16008 060
100 1 883 764 1888 764
25 1181090 1181050
3318 731313 731313
100 961036 961036
100 40445 40445
100 39?7 39777
100 970 180 970180
100 315419 315419
100 1150820 1150820
100 18 848000 18 848 000
100 35215430 35215430
100 i 1
113 687 022 113 687 022

* The company owns 49.2 % of the capital of Savini Garments Company, in addition to 50 %

inditrect ownership through the subsidiary Swiss Garments Company.

e On June 27, 2019, the company acquired 50 % from the shares of Camegit for Garments
Manufacturing, as the total of the contribution is 99.5 %.

*#**  On September 4, 2019, the company purchased 11.22 % from the shares of Crystal for Making
Shirts, as the participation percentage in the conipany’s mentioned capital is 99.90%.

###*  The investments in Al Arafa for real estate Investment Company amounting USD 1, after deducting the
impairment losses of the Authority, which was previously formed in previous years.
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Al Arafa for Investment and Consultancies

{An Egyptian Joint stock company — Under Public Free Zones)

Translated From Arabic

Notes to the separate Interim financial statements for the financial period ended July 31, 2020

12- Investments available for sale

Participation
Legal Percentage in
Company’s Name form capital
investee
. %
Al Asher for Real Estate (SAE)
Development and 1
investment
Balance as of July 31,2020

* Financial investments available for sale are not listed in on the Egyptian Exchange and are stated at cost
due to the difficulty in determining their fair value.

13- Debtors and other debit balances

Tax authority

Debtars and other debit balances (sold companies)
Notes receivables

Prepaid expenses

Deposits held by others

Insurance letters of guarantee

Other debit balances

Less:
Impairment losses on Trade and other receivables
Impairment on other receivables

Balance as of July 31, 2020

14- Cash and cash eguivalents

Time deposits
Current accounts
Cash on hand

Balance as of July 31, 2020

-19 -

partidpation value

Cost of Cost of Investment as
Percentagefrom  Investnent asof of
July 31,2020 January 31,2020
UsD USD
30860 30860
30 860 30 860

July 31,2020 January 31,2020
Usp USD
53074 53074
44 580 084 44 580 084
13737 50219
72 404 49 386
1632 1651
17 968 17272
2215812 2 508 383
46 954 711 47 260 069
(44 580 084) (44 580 084)
(998 020) (998 020)
1376 607 1 681 965
Julv 31.2020 Jan 31.2020
47088 472 72344790
6 409 260 4 140 603
213 157 102 820
53 710 889 76 588 213




Transiated From A rabic

Al Arafa for Investment and Consultancies
fAn Egyptian Joint stock company — Under Public Free Zones)
Notes to the separate Interim financial statements for the financial period ended July 31, 2020

15-  Medium-term loan

Medium-term

loan Medium Joan
Non-current Current portion
portion
usp usp
Used of (medium-term loan) amounting to USD 29 971 343 6321403 7585 684
granited to the company from the Arab African International
Bank "S.A.E." to finance the purchase of 38% of Concrele
Garments Company capital.
The payments of the loans balance was rescheduled at December
31, 2017. Amounting to USD 21 071 343 on four not equal yearly
installments, ending at July 2021
Balance as at April 30, 2020 6321 403 7585 684

16- Banks - Credit facilities

July31,2020  January 31,2020

usb Usb
Banks - Credit facilities * 44 925 050 69 473 656
Balance as of July 31, 2020 44 925 050 62 473 656

*  The credit facility ilem amounting to USD 44 925 050 is represented in withdrawals from shoni-time current
facilities with a term deposit guarantee granted by local banks in USD on the basis of an interest rate linked to
the LIBOR rate on the amounts withdrawn in USD.

17- Creditors and other credit balances
July 31, 2020 January 31, 2020

Ush Usb
Deposits from others 48 207 48 207
Accrued expenses 34117 56 501
General Authority for Investment 52999 56 563
Notes payable 66 925 34271
Unearned revenue 3283 6 648
Accrued interest - financial lease 37125 53 562
Accrued interest expense 1419916 238 317
Other Credit balances 39505 4924
Balance as of July 31, 2020 1702 077 498 993

-0 -



Traunsiated From A rabic

Al Arafa for Investment and Consultancies
{An Egyptian Joint stock company — Under Public Free Zones)
Notes to the separate Interim financial statements for the financial period ended July 31, 2020

18-

Lease contracts liabilities

Note  July31,2020 Jan31,2020
No.
Total Icase contracts liabilities (20) 1 845 630 2057702
Less:
Installments due in a year (1 845 630) (1473 778)
The balance of long-term Lease contracts . S 583924

Lease contracts (Sale and re-leased system).

The company has sold and re-leased the administrative building of the company’s headguarters
in the public free zone in Nasr City, and the administrative building in the Investors area - Fifth
Settlement - New Cairo, with a financial lease contracts established with Corp Lease Egypt
(SAE), according to the provisions of the law No. 95 of 1995, its executive regulations and
amendments, and the data for these contracts are as follows:

Contract No. 3848 - selling and re-leased the administrative company’s building in the public
free zone in Nasr City:

At June 12, 2014, the company sold and re- leased its administrative building in the public free
zone in Nasr City according to a Financial lease, as follows:

Purchase
Contract Accrued  Contract  valueatthe  The quarter
Description value inferest  duration  contractend value
UsD USD Month UusD UsSD
The contract from 5185 596 i 662 869 84 1 244 715

12/6/2014 to 12/6/2021

Contract No. 4454 - selling 2nd re- leased the administrative building in the investors area in
the Fifth settlement:

At February 15, 2016, the company sold and re- leased its administrative building in the Investors’ area
in Fifth Settlement, New Cairo, according to financial lease, as follows:

Purchase
Contract Acerned  Contract  value atthe  The quarter
Description value interest  duration  contract end value
USD USD Month USD USD
The contract from 1353 261 388 595 60 1 87093

1572/2016 to 15/2/2021

Transitional rules for the standard of Financial lease

In accordance with the provisions of the transitional rules for the Egyptian Accounting Standard
No. 49 of 2019 for leasing contracts, the date of the initial implementation date for this standard
is the beginning of the period of the annual report in which the Financial Leasing Law No. 95 of
1995 and its amendments were cancelled and the issuance of the law regulating the activities of
financial leasing and factoring No. 176 of 2018 as regarding to leasing contracts that were
subject to Law 95 of 1995 as these were handled according to the Egyptian Accounting Standard
No. 20 (accounting rules and standards related to financial leasing operations).

-7] -



Translated From Arahic

Al Arafa for Investment and Consultancies
{An Egyptian Joint stock company — Under Public Free Zones)
Notes to the separate Interim {inancial statements for the financial period ended July 31, 2020

20- Financia) instruments and risk manapement
i. Credit risk

The book value of financial assets represents the maximum credit exposure.
The maximum exposure to credit risk at the date of the separate Interim financial statements is

as follows:
July 31,2020 January 31, 2020
UsD usp
Investments available for sale 30 860 30 860
Debtors and other debit balances 1251129 1579 505
Due from related parties 28 833 422 28 721 979
Cash and cash equivalents 53 710 889 76 588 213

ii. Liquidity risk

The following statement shows the contractual terms of the company's financial
obligations at July 31, 2020:

Due date
Within
Book value one year 2-5 Years
USD USD USD

Banks - credit facilities 44 925 050 44 925 050 =
Creditors and other credit balances 1702077 1702077 o
Due 1o related parties 19 920 899 19 920 899 --
Long-term lease contracis obligations 1845 630 1845 630 -

Medium-term loan 13907 087 7585684 6321403

iii. Foreign exchange risk

Foreign currency risk is the risk that the value of financial instruments will fluctuate due to
changes in foreign exchange rates.

The Company's exposure to foreign exchange risk at July 31, 2020 was in accordance with the
amounts in foreign currencies are as follows:

July 31, 2020 January 31, 2020
Surplus (Deficit) Surplus (Deficit)
Euro {663 296) (1 190 046)
Sterling Pound 4223 4150
Egyptian Pound 880 625 211 1083 237963
The following is a statement of foreign exchange rates against the USD
Closing Rate Avernge exchange rate
July31, 2020 January 31,2020 July 31,2020 July 31,2019
USDh usD usD USD
Eura 1.1722 1.1012 1.1054 1.229
Sterling Pound 1.2965 1.3010 1.2525 1.2882
Egyptian Pound 0.0623 0.063 0.0629 0.0580
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Al Arafa for Investment and Consultancics
(An Egyptian Joint stock company — Under Public Free Zones)

Translated From Arabic

Notes to the separate Interim financizal statements for the financial period ended July 31,2020

21-

Capital

21-1 The Authorized Capital

21-2

The authorized capital of the company amounting USD 150 million (one hundred and fifty
million US dollars), and the issued capital of the company is the sum of the net equity in the
merging company according to the report of the formed committee by the General Authority
for Investment and Free Zone according to the decision of the CEO of the General Investment
Authority And the free Zone No. 127 of 2019, and this was indicated in the company’s
commercial register in the commercial registry on December 15, 2019,

Issued and paid up capital
The issued and paid up capital after the amendment has reached according to the decision of

the extraordinary general assembly of the company.

The issued and paid-up capital of the company consists of 470 250 000 nominal shares, at a
value of US 20 cents per share, and the issued capital amounting USD 94,050,000 is fully
paid, which is the sum of the net equity in the merging company, according to the report of the
formed committee by the General Authority for Investment and Free Zone in accordance with
the decision of the CEO of the General Authority for Investment and Free Zone No. 127 of
2019.

22- Reserves
Note No. July 30,2020 January 31, 2020
USD USDh
Legal reserve” (22-1) 18 060 469 17 367 547
General reserve 14 000 000
Other reserves (Treasury bills reserve) (22-2) 390 207 890 207
Balance as of July 31,2020 32 950 676 18 257 754

The decision of the formed committee was issued by the General Authority for Investment and
Free Zone, approved on the first of July 2019, authorizing the merger of Al Arafa for
Investment and Consultancies Company (S.AE.) - merging company with both Al Arafa for
investments in Spinning & Textile industry Company (S.A.E. free zone), Al Arafa for
investments in Garments industry Company (S.A.E. free zone), and Al Arafa for investments
in Garments Marketing & Retail Company (S.ALE. free zone), (merged companies) with book
values according to the separate Interim financial statements of the merging company and the
merged companies at October 31, 2018. Taken as a basis for the merger and determining of the
net equity of Al Arafa for Investment and Consultancies Company (S.A.E.) - merging company
at October 31, 2018 amounting USD 146 935 721 (one hundred forty six million nine hundred
thirty five thousand seven hundred twenty one USD) and the net non-controlling interest in Al
Arafa for investments in Garments industry Company (merged company), a deficit of USD 31
971 885 (thirty-one million nine hundred and seventy one thousand eight hundred and eighty
five USD) and Al Arafa for investments in Spinning & Textile industry Company (merged
company) amounting USD 16 753 (sixteen thousand seven hundred and fifty three USD) after
excluding the value of the investments of Al Arafa for Investment and Consultancies Company
(merging company) in the Al Arafa for investments in Spinning & Textile industry Company
(merged company), which amounting USD 2 077 340 (two million and seventy seven thousand
three hundred and forty USD) and the Al Arafa for investments in Garments Marketing &
Retail Company (S.A.E.) (merged company) deficit of 3 896 892 USD (Three million eight
hundred ninety six thousand eighty nine and two USD).

=23 .



Translated From Arabic

Al Arafa for Investment and Consultancies
(An Egyptian Joint stock company - Under Public Free Zones)
Notes to the separate Interim financial statements for the finoncial period ended July 31, 2020

According to the decision of the extraordinary general assembly of the company at August 4,
2019, in which the decision of the formed committee by the authority was approved on the
basis of the book values of the merging and merged companies on October 31, 2018, which is
the date of the merger and appraval to keep the authorized capital for the Al Arafa for
Investment and Consultancies Company (merging company) before the merger of amounting
USD 150 million, as well as the issued and paid up capital of Al Arafa for Investment and
Consultancies Company (merging company) before the merger amounting 94 050 000 for the
company and between the total value of the net Equity of both the merging company and the
merged companies with a value amounting USD 111 083 697, the difference amounting USD
17 033 697, included in the merging company’s’ reserves.

The legal reserve amounting USD 18 060 469 includes the amount of USD 692 922, which
represents the legal reserve formed from the profits for the financial year ending as of January
31, 2020. In its meeting held on June 28,2020, the general reserve was consclidated with an
amount of USD 14 000 000 the remaining amount was transferred to retained earnings.

22-1 Legal reserve

22-2

According to the requirements of the Companies Laws and the Company's Articles of
Association, 5% of the annual net profit is set aside to form the legal reserve up to 50% [rom
the issued capital of the Company.

This reserve is not distributed but can be used to increase capital or reduce losses.

Treasury bills reserve

The balance represents profit from sale of treasury bills amounting 11 396 151 shares sold in
2008. '

Tax status

As mentioned in the Company's tax card , the Company and the company's dividends are not subject to
tax laws and charges applied in Republic of Egypt (article No. 35 of law No.8 of 1997 which replaced
by Article 41 of Law 72 0£ 2017) .

23-1 Pavroll tax

The payroll tax has been inspected from the beginning of the activity until 2013 and the finat
assessment has been made and the years from 2014/2017 are currently inspecled by the
competent avthority. The tax within held is paid monthly on legal dates.

23-2 Withholding Tax

The company provides the withholding tax to the Central Department of withholding tax under
the tax account in the legal dates.
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24-  Earnings Per Share
Earnings per share for the Financial period ending at July 31, 2020 was calculated on the
basis of the profit for shareholders holding ordinary shares and the weighted average for the
number of shares outstanding during the period as follows:
July 312020 July 31,2019
UsD Usb
Net profit for the period UsD 1058677 7915430
Weighted average of paid shares . Share 470250000 470250000
Earmings per share . USD/Share 0.0023 0.0168
25- Pension and Post Retirement Plans
The Company contributes in the governmental social insurance scheme for the benefit of its
employees in accordance with the social insurance law no. 79 of 1975 and its amendments.
Contributions are charged to the Separate income statement as incurred
26- Related Parties

Transactions with related parties represent the company’s transactions with company’s
shareholder and the companies owned by the shareholders whether directly or indirectly and
the company’s top management as they have a significant influence and control, as the

following:

26-1 Due from related parties

Nature of Valueof  Balance as of Balance asof
Company’s Name transactions transactions  July 31, 2020 January 31,2020
USD USD USD

Baird Group Financial transactions - 18 376 163 18376 163
Swiss Cotion Garmenls Company Financial transactions (824 699) 3235593 4060292
Al Arafa for real estate investment Financial fransactions 533713 4283723 3750010
Golden Tex Wool Company Financial trarsactions 105325 1835554 1730229
Camegit for Garments Manufacturing ~ Financial transactions 75314 554 043 478729
Crystal for Making shirts Financial transactions 220381 515 264 294 883
Egypt Portugal Marketing Company ~ Financial transactions 457 21 850 21393
Italian Shirts DMCC Financial transactions - 5538 5538
EP Garments Financial transactions 952 5694 4742
Balance as of July 31,2020 28 833 422 28721979
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26-2 Due to related parties

Nature of Valueof DBalanceasof July Balance as of
Company’s Name transactions transactions 31,2020 January 31,2020
USD USD USD

Swiss Garments Company Financial transactions  (2086942) 9 640 407 11727 349
Egypt Tailoring Garments Company Financial transactions ~ (407601) 4 758 260 5165 861
Savini Garments Company Financial transactions (683) 2384104 2384 787
Fashion Industry Financial transactions (95) 955 041 955 136
Concrete Garments Company Financial transactions (6 674) 73186 79 860
Port Said Garments Company Financial transactions 2 040857 2089 019 48162
Euromed for trading & marketing Company  Financial transactions 12083 20 882 8799
Balance as of July 31, 2020 19 920 899 20 369 954

29-

29-1

All related parties transactions during the period / year were performed with the same basis of
interacting with other.

There are no transactions with the top management.

Contingent liabilities

The value of the letters of guarantee issued by banks on behalf of the company and some of its subsidiaries and on
behalf of others on July 31, 2020 amounting USD 10 233 336,

Comparative fipures

Comparative figures included in the Interim income statement and cash flows statement represents the two
staternents of income and cash flows of the merging company according to the Interim separate financial
statements on July 31, 2019.

Significant accounting policies
The accounting policies set out below have been applied consistently during the financial periods

presented in these Separate financial Statements

Translation of transactions in foreign currencies

The company maintains its accounts in USD. Foreign transactions are translated in the functional
currency at the exchange rate prevailing on the transaction dates. Assets and liabilities of a monetary
nature in foreign currencies are translated into the functional currency at the exchange rate at the date
of the preparation of the separate financial staiements,

Assets and liabilities that measured at fair value are translated at the exchange rate vsed when
determining the fair value,

Non-monetary assets and liabilities that measured at historical cost in a foreign currency are translated
at the exchange rate at the date of the transaction. :

Exchange rate differences are recognized in profits and losses except for the exchange rate differences
arising from translation of foreign transactions of what is recognized in other separate comprehensive
income.

- 76 -
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29-2 Property. plant and equipment

a. Recognition and measurement
Items of property, plant and equipment are recognized at cost less accumulated depreciation
and accumulated impairment losses.
When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.
profit and loss resulted from disposal of assets arc recognized within separate income
statement

b. Subsequent acquisition costs
The costs subsequent to acquisition are capitalized on the assets only if it is probable that it
will generate and increase the future economic benefits and of the assets. As all the other
expenses are recognized in the separate income Statement as an expense.

c. Depreciation
Depreciation of fixed assets - which is the cost of an asset deducting its scrap value —
according to the straight-line method over the estimated useful life of cach type of fixed asset
and the depreciation is charged to the separate income statement.
Land is not depreciated.

The following are the estimated useful lives, for each class of assets for the financial period
and the period comparative.

Fixed assets Useful life
Years
* Buildings 50
* Transport & Transportation Vehicles 5
* Office furniture and equipment 2-16.66
* Leasehold improvements 10

29-3  Leasing contracts

29-3-1 Financial leasing contracts (sales and re-lease operations)
If the entity (the lessee) transfers the asset to another entity (the lessor) and  re-leases this
asset, the entity must determine whether the transfer of the asset is accounted for whether or
not a sale of this asset.

29-3-2 In the case of transferring the asset is not a sale:
The lessee must recognize the transferred asset, and must recognize a financial liability equal
to the transfer proceeds.

29-4  Financial Instruments:
The Group classifies non-derivative financial assets into the following categories: financial
assets at fair value through profit or loss, held-to-maturity investments, loans and
receivables, and financial assets available for sale.

The Group classifies non-derivative financial liabilities into the following categories:
Financial liabilities measured at fair value through profit or loss and other financial liabilities
category.

SaT.
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29-4-1Non-derivative financial assets and liabilities - Recognition and derecognition
The cormpany initially recognizes loans and receivables and debt securities issued on the date

when they are originated. All other financial assets and financial liabilities are initially
recognized on the transactions datc when the entity becomes a party to the contractual
provisions of the financizl instrument.

The company derecognizes a financial asset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are
transferred, or it neither transfers nor retains substantially all of the risks and rewards of.
ownership and does not retain control over the transferred asset. the resulted equity or liabilities
occurred or retained when transferred are recognized as asset or liability.

The company derecognizes a financial liability when its contractual obligations are discharged
or cancelled or expire.

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, the company currently has a legally enforceable right to offset the
amounts and intends either to settle them on a net basis or to realize the asset and settle the
liability simultaneously.

29-4-2Non-derivative financial assets-measurements

29-4-2-1 Financial assets at fair value through profit or loss
A financial asset is classified as at fair value through profit or loss if it is classified as held for-
trading or is designated as such on initial recognition. Directly attributable transaction costs
related to acquisition or issuance of financial asset are recognized in profit or loss as incurred.
Financial assets at fair value through profit or loss are measured at fair value and changes
therein, including any interest or dividend income distribution, are recognized in profit or Joss.

29-4-2-2 Held-to-maturity financial assets
These assets are initially recognized at fair value plus any directly atiributable transaction costs related
to acquisition or issuance of financial asset. Subsequent to initfal recognition, they are measured at
amortized cost using the effective interest method

29-4-2-3 Loans and receivables
These assets are initially recognized at fair value plus any directly attributable transaction costs related
to acquisition or issuance of financial asset. Subsequent to initial recognition, they are measured at
amortized cost using the effective interest method.

- 28 -
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29-4-2-4 Financial assets available for sale

These assets are measured at initial recognition at fair value plus transaction costs directly
attributable to the acquisition or issue of the financial asset. After initial recognition, they are
measured at fair value. Changes in fair value other than impairment losses and effects of
changes in foreign exchange rates on debt instruments are recognized in other comprehensive
income and recognized in the fair value reserve. Assets The cumulative gain or loss
recognized in other comprehensive income is reclassified to profit or loss.

20-4-3 Non-derivative tinancial liabilities — Measurement

29-5

29-6

29-7

Financial liability is classified as at fair value through profit or loss if it is classified as held-
for-trading or is designated as such on initial recognition. Directly attributable transaction
costs related to acquisition or issuance of liability are recognized in profit or loss as incurred.
Financial liabilities at fair value through profit or loss are measured at fair value and changes
therein, including any interest expense, are recognized in profit or loss.

Other non-derivative financial liabilities are initially measured at fair value less any directly
attributable transaction costs related to acquisition or issuance of liability. Subsequent to
initial recognition, these liabilities are measured at amortized cost using the effective interest
method.

Investments in subsidiary snd associate companies

Investments in subsidiary and associate companies are recorded at cost and in the event of a
permanent decline in the market value or the value of assets calculated from their book value
- according to the studies carried out in this regard.

The book value is adjusted for the value of impairment losses in the value of assets and
charged to the separate income statement for each investment separately, and the value of the
impairment previously recorded in previous periods is reversed so that the book value of
these investments does not exceed the net original value before recording the impairment
losses in the value of the assets.

Investments in joint ventures:
Joint ventures are companies that have been established under contractual agreements and
require a majority approval to undertake strategic financial and management decisions.

Financial investments (Treasury Bills)

Treasury bills purchases-if any-are stated at nominal value less returns and are included in a
separate item in the statement of financial position, the amounis due within three months from
the date of purchase is added to cash and banks to achieve cash and cash equivalents at the date of
statement of financial position value in order to prepare the cash flows statement in accordance
with the requirements of the Egyptian Accounting Standards.
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29-8

29-9

29-10
I3

if.

Trade receivables, debtors and note receivables
Trade receivables, debtors and note receivable are included as current assets unless they are

contractually due over more than twelve months after the interim financial statements date in
which case they are classified as non-current assets in the financial statements. These assets
are recognized initially at fair value plus any directly attributable transaction costs.

Subsequent to initial recognition, they are measured at amortized cost using the effective

interest method, less impairment losses (29-10-1).

Cash and cash equivalents

For making cash flow statement, then cash and cash equivalents contains cash in bank and
box balances time deposits, which do not exceed three months and banks overdrafts that are
repayable on demand and form an integral part of the company’s cash management.

Impairment
Non- derivative financial assets

A, financial asset is considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortized cost is measured as
the difference between its book value, and the present value of the estimated future cash
flows discounted at the original effective interest rate. An impairment loss in respect of an
available-for-sale financial asset is calculated by reference to its current fair value.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics. All impairment losses are recognized in the income statement. Any
cumulative loss in respect of an available-for-sale financial asset recognized previously in
shareholders’ equity is transferred to the income statement.

An impairment loss is reversed if the reversal can be related objectively to an event occurring
after the impairment loss was recognized. For financial assets measured at amortized cost and
available-for-sale financial assets that are debt securities, the reversal is recognized in income
statement. For available-for-sale financial assets that are equity securities, the reversal is
recognized directly in equity.

Non-financial assets

At each financial period end, the company carries out a review of the carrying amounts of its
non-financial assets and deferred tax assets (to assess whether there are any indications of
impairment). If there are indications of possible impairment the company makes an estimate
of the recoverable amount of the assets.

For impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or cash generating units.

The recoverable amount of an asset or cash generating units is the greater of its value in use
and its fair value less costs to sell. Value in use is based on the estimated future cash flows,
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or cash generating
units.

BT
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An impairment loss is recognized if the book value of an asset or cash generating units
exceeds its recoverable amount. The impairment losses recognized previously for other assets
are revised at the date of the separate financial statements. For other assets, an impairment
loss is reversed only to the extent that the asset’s book value does not exceed the book value
that would have been determined, net of depreciation, if no impairment loss had been
recognized.

29-11 Loans and credit facilities
Loans are measured at initial recognition at fair value plus related cost,
After initial recognition, they are measured at amortized cost using the effective interest
method.

29-12 creditors and other credit balances
Creditors and other credit balances recognized at their cost,

29-13 Capital

. Common shares
Incremental costs directly attributable to the issue of common stock and underwriting options
are recognized as a deduction from shareholders’ equity.

—

i. Repurchase and re-issuance of capital share

When capital share recognized as equity is repurchased, the amount of consideration paid
against repurchase, including directly attributable costs, is recognized and it will be classified
as treasury bills, presenting the treasury bills as a deduction from total equity.

When the treasury shares are sold or reissued, the amount proceed is recognized as an
increase in shareholders' equity and the surplus or deficit resulting from the transaction within
the reserves.

iii, Dividends
Dividends are recognized as a liability in the period in which they are declared and approved
by company’s general assembly

29-14 Provisions

A provision is recognized when the company has a present legal or constructive obligation as
a result of past event, and it is probable that an outflow of economic benefits will be required
to settle the obligation, and the obligation can be reasonably estimated, If the cffect is
material, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability, as the provisions balance is audited at the
financial statement date, amending the balance if necessary for an optimal estimation.

29-15 Revenue

i. Return on fnvestments
Dividend income is recognized in the statement of income on the date of establishing the
company’s right to receive the dividends of the investee companics is established and is
recognized after the date of acquisition.

|
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ii. Profits (losses) on sale of investments
Gains and losses arising from the sale of financial investments are recognized in the separate
statement of income at the date of disposal, by the difference between the cost and the selling
price deducting expenses and commissions,

iii. Management fees and technical support services
Management fees and technical support services are recognized as the service is provided in
accordance with the accrual basis.

iv. Interest income
Interest payable is recognized in the separate income statement based on the accrual basis on
a time proportion basis, taking into consideration the target rate of return on the assel,

29-16 Expenses

i. Cost of borrowing
Interest expenses associated with loans and bank credit facilities are recognized in the income
statement using the effective interest rate method on an accrual basis.

ii. Social insurance contribution
The Company contributes to the government social insurance system for the benefit of its
personnel in accordance with the social insurance. Under this law, the employees and the
employer contribute into the system on a fixed percentage - of - salaries basis. The
Company’s liability is confined to the amount of its contribution. Contributions are charged
to the income statement according to the accrual basis.

29-17 Earnings per share
Earnings per share is calculated by dividing the profit or loss relating to shareholders by their
common shares in the Company by the weighted average to the number of shares outstanding
during the period.

29-18 Legal reserve
According to the Company’s bylaws, 5% of the net profit is set aside to form a legal reserve.,
The transfer to legal reserve ceases once the reserve reaches 50% of the issued share capital,
if the reserve falls below the defined percentage then the Company is required to continue
setting aside more reserves

29-19 Financial risk management
The Company has exposure to the following risks from its use of financial instruments:

* Credit risk
* Liquidity risk
* Market risk

This note presents information on the Group's exposure to each of the above risks, the
Company's objectives, policies and methods for measuring and managing the risk, as well as
the Company's capital management, as well as some additional disclosures included in these
financial statements.

e o
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The Board of Directors is fully responsible for the development and monitoring of the overall risk
management framework of the Group and identifies and analyzes risks to the Group to identify and
monitor risk levels and appropriate controls.

The Company's management aims to establish a disciplined and disciplined regulatory environment
in which all employees are aware of and understand their role and commitment.

The Audit Committee assists the Board of Directors of the Holding Company in its supervisory role
in the regular and sudden examination of controls and policies related to risk management.

Credit risk
Credit risk is the risk that one party of a financial instruments will fail to discharge his obligation
and cause to incur financial losses to the other party,

Trade, notes receivables and other debit balances
The company’s exposure to credit risk is influenced mainly by the individual characteristics of each

customer as almost all the company’s debtors is represented in related parties which not comprise a
material concern to the credit risk on the basis of the transactions that took place during the year,
and there are not any losses resulted from it.

Guarantees
The Company's policy is to provide financial guarantees for owned subsidiaries only.

Liquidity risk

The Liquidity risk is the risk that the company will not be able to meet its contracted financial
obligations.

The company’s approach to manage its liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the company reputation. The company
maintains sufficient cash balance to meet the expected operating expenses for a relevant period
including financial liabilities and excluding the effect of unpredictable circumstances such as
natural disasters.

The company holds USD 44 925 050 in credit facilities with a guarantee of 3% interest rale over the
LIBOR to the USD.

Market risk

Market risk is the risk that changes in market prices, such as foreign currencies exchange rates,
interest rates and equity instruments prices will affect the Company’s income or the value of its
financial instruments.

The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return.

Capital risk management
The Board of Directors policy is to maintain substantive capital in order to maintain the confidence of

investors, creditors and the market as well as to meet the future developiments of the activity.
The Board of Directors of the Company will monitor the return on capital as determined by the
management as the net profit for the year divided by the total shareholders' equity. The Board
of Directors of the Company will also monitor the leve) of dividends to the shareholders.

o
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The board of directors of the company endeavor to balance the higher returns that can be
achieved with the levels of interest and the advantages and guarantees provided by
maintaining appropriate capital position.

There are no changes in the Company's capital management strategy during the period. The
Company is not subject to any external requirements imposed on its own capital.

30- Significant events
30-1 Most countries of the world, including Egypt, were exposed during the first half of 2020 to

30-2:

the spread of the new Corona virus (Covid-19), which caused disturbances in most
comercial and economic activities in general. So it is likely to have an impact substantially
on asset elements, liabilities and value redemption them, as well as works in the financial
statements of Interim company results in the coming periods as well as likely to affect
demand for the company's services and liquidity available to it, the company is currently
assessing and determining the size of this effect on the financial statements present
However, in the event of instability and uncertainty as a result of current events, the
magnitude of the impact of that event depends mainly on the expected duration and the
period of time at which the end of that period is expected.

BMB - one of the English Baird Group companies - (a subsidiary of the Arafa Investment
and Consulting Company), during the financial period following the date of the financial
slatements, proceeded with the procedures for the voluntary restructuring of crediiors’
balances (CVA), according to which the company in agreement with Its stakeholders,
including the British government, have set a future work plan with all the parties dealing
with them and that includes settling their previous dues. This step comes by the company to
counter the grave effects resulting from the Coronavirus pandemic and the consequent
stoppage of markets in the United Kingdom according to management estimates. The
company is expected that the creditors ’restructuring will have a positive impact on the
group’s business and its implications, which is difficult to determine at the present time,
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31- New issues and amendments to the Egyptian Accounting Standards
On 18 March, 2019, the Minister of Investment and International Cooperation issued Resolution No. 69

of 2019 amending some provisions of the Egyptian Accounting Standards issued by Minister of
Investment Decision No. 110 of 2015 which includes some new accounting standards and amendments
to some of the existing standards. The Egyptian facts were published on 7 April, 2019, the following are
the most important of these amendments that may have a potential impact on the company's financial
statements if applied.

In its statement issued on April 12, 2020, the Financial Supervisory Authority decided to postpone the
application of the new Egyptian accounting standards and the accompanying amendments issued by
Ministerial Resolution No. 69 of 2019 to the Interim (quarterly) financial statements that will be issued
during the year 2020 provided that companies apply these standards and these amendments On the
annual financial statements of these companies at the end of the fiscal year, and the combined effect
should be fully included at the end of the year, with the companies' commitment to adequate disclosure
in their Interim lists in 2020 about this fact and its accounting implications, if any.

The council of minister decision was issued on September 17,2020 to replace the date of applying the
Egyptian accounting standards no (47,48,49) until January 1,2021 and the following are the most
important of these amendments:

The Possible
Impact on the
New or Amended A Summary of Financial Date of
Standards The Most Significant Amendments Statements Implementation
1- The new Epyptian 1- The new Egyptian Accounting Standard The Management  This standard applies to
Accounting No. (47, ‘“Financial Instruments®, is currently financial perinds beginning
Standard No. (47) supersedes the comesponding  related assessing (he onorafler January 1%, 2021,
*Financinl issues included in the Egyptian potential impact  and the early implementation
Instruments” Accounting Standard No. (26), “Financial ofimplementing  thereof is permilled;

Instruments: Recognition and the amendmentol  provided that the amended
Measurement". Accordingly, Egyptian thestandardonthe  Egyptian Acoounling

Accounting  Standard No. 26 was financial Standards Nos(1), (25),
amended and reissued afier cancelling the slatements. (25) and (40)are o be
parapraphs pertaining o the issucs simultaneously applied.

addressed in the new Standard No. (47)
and the scope of the amended Standard
No. (26) was specified and intended to
deal only with Limited cases of Hedge
Accounting according Lo the choice of the

enterprise.

Z2- Pursuant o the requirermments of the
Slandard, financial assels are classified
based on their subsequent measurement
whether at amortized cost, or fair value
through other comprehensive income or at
feir value through profit or loss, in
accordance with the enterprise business
model for managing financial assets and
the contractual cash flow characieristics of
the financial asset.
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Translated From Ambic

New or Amended
Standards

The new  Egyptian
Accounting Standard No.
48)  -'Revenuefrom
Contracts with
Customers”

A Summary of
The Most Significant Amendments

- When measuring the impairment of fnancial

assels the Incurred Loss Model is replaced by the
Expected Credit Loss (ECL)Models, which
requires measuring  the impainment of all
financial assets measured at amortized cost and
financial instrumnents measured at fair value
through other eomprehensive income from their
initial recognition date regardless whether there
is any indication of the occurence of loss event.

based on (he requirernents of this standard the

following standards were amended :

a) Egyptian Accountng Standard No,
{1)*Presentation of Financial Statements”
as amended in 2019 ]

b) Egyptian Accounting Standard No. (4) -
“Statemnent of Cash Flows”.

c) Egyplian Accounting Standard MNo. (25) -
“Financial Instruments: Presentation.

d) Egyptian Accounting Standard No. (26) -
“Financial Instruments: Recognition and
Measuretnent”,

Egyptian Acoounting Standard - EAS No. (40) -
“Financial Instruments: Disclosures *

1. The new Egyptian Accounting Standard No.

(48) -“Revenuefrom  Contracs  with
Customers” shall supersede the following
standards and accordingly such standards shall
te deemed null and void:

a- Egyptian Accounting Standard No. (8) -

“Construction Contracts” as amended in 2015,

b- Egyptian Accounting Standard No. (11) -

“Revenue” as amended in 2015.

1-For revenue recognition, Control Modet is
used instead of Risk and Rewards Model,

2-incremental costs of abtaining a contract
with a customer are recognized as an asset if
the enterprise expects to recover those costs
and the costs of fulfilling the contract are to
be recognized as an asset when certain
conditions are met.

3-the standand requires that contract must have
a commercial substance in order for revenus
to be recognized.

4-Expanding in the presentation and
disclosure requirernents

-5 -

The Possible Impact
on the Finaneial

Statemenfs

The Management is
curenily assessing the
potential  impact of

implementing the
amendment of  the
standard on the financial
statements

Date of Implementation
-These ammendmenls are

effective as of the date of
tmplementing  Slendard

No. (47} ]

Standard No (48) applies
to  [inancial  periods
beginning on  or after
Januarylst, 2021, and the
early implementation
thereof is permitted
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Translated From Arabic

New or Amended
Standards

The new Egyplian
Accounting Standard
No. (49) "Lease
Contracts

Egyptian  Accounting
Standard No. (38) as
ammended

"Employees Benefits "

1-

A Summary of
The Most Significant Amendments

‘The new Egypian Accounting Standard Nuo,
{49) "Lease Contracts shall supersede and revoke
Standard No, (20), “Accounting Rules and
Standards related to Financial Leasing” issued in
2015,

The Standard introduces a single acoounting
model for the lessor and the lessez where the
lessee recognizes the usufruct of the leased asset
as part of the company’s assets and recognizes a
liability that represents the present value of the
unpaid leass payments under the company$
liabitites, taking into account that the lease
contrcls are not classified in respect of the
leassee as operating | or Gnance lease conlacts.

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

As for the finance lease , the lessor must
recognize the assets held under a finance lease
contract in tie Stalement of Financial Position
and present them as amounts recefvable with an
amount equivalent to the amount of  the net
investment in the lease contract.

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

Anumber of paragraphs were introduced and
amended in order to amend the Accounting
Rules of Settlemenis and Curtailments of
Benefit Plans.

The Possible Impact
on the Financial

Statements

The Maragement is
currently assessing the
potential  impact of

implementing the
amendment of the
standerd on the financial
staternenis

The company  has
applied the Egyptian
Accounting  Standard

No. 49 of 2019 for
leasing contracts  that
were subject o Law 95
of 1995 and its
amendments, which
were  canceled  and
replaced by Law 176 of
2018,

The Management is
currently assessing the
potential  impact of

implementing the
amendment of the
standard on the financial
statements.

Date of Implementation

This standard No. (49) applies
Io financial periods beginning on
or afier January 1st, 2021, and
heeady implementation
thereal is permiitted if Egyptian
Accounting Standard No. (48)
"Revenue from Contracls with
Customers” is 2019,

Except for the above-
menticned date of enforcement,
Slandard No. (49) 2019
applies to lease coniracts that
were subjected 10 Finance
Lease Law No. 95 of 1995
and its armendments and
were treated according to
Egyptian Accounting
Standard No. 20,
"Accounting rules  and
standards related to financial
leasing " as well as  the
finance lease contracts that
arise under and are subjected
to Law No. 176 of 2018 to the
effect of reguating  both
financial leasing and factoring
aclivities starting from the
beginning of (he annual
teporting, period in which Law
No. (95) of 1995 was revoked
and Law No. (176) of 2018 was
issued.

This standard No. (38} applies
to financial periods beginning
on or after January 1st, 2021,
and the early implementation
thereof is permitled.
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New or Amendest
Standards
Egyptian ~ Accounting
Standard No. (42) a5

ammended
*Consolidated  Finandal
Stalemenls”

Egyptian Accounting
Standard No. (22) as
ammended "
Earnings per Share

Egyptian Accounting
Standard No. (4) as
ammended "
Statemnet of Cash
Flows"

Isuance of Egypiian
Acoounting Interpretation
No. (1) "Public Service
Concession
Amangements"

A Summary of
The Most Significant Amendments
Some paragraphs related to the exclusion of
the Invesiment Entities from the
consolidation process were added . This
amendment has resulted in introducing an
amendment to some of the standards related to
the subject of the Investment Entities. The
standards that were ammended are as follows:
- (ESA 15) Related Party Disclosures
- (ESA17} Consolidated and
Financial Statcments
- (ESA 18B) Investments in Associates
- (ESA 24) Income Taxes
- {ESA 29) Business Combinations
- ESA (30) Interimal Financial Statements
- EAS (44) Disclosure of Interests in Other
Entities. :

Separate

The scope of implementaion of the Standard
was amended to be applied to the separate, or
consolidated {inancial statements issued to all
enterprises.

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

This interpretation provides guidance on
accounting by operators for public service
concession arrangements from a public entity
to a private entity, -for the construction,
operation and maintenance of public utility
infrastructure such as roads, bridges, tunpels,
hospitals, airports, water distribution facility,
power supplies, telecommunications networks,
elc.

This interpretation gives the option to continue
applying the previous treatment of public
service concession arrangements  existing
before January 1, 2019, to establishments that
were recognizing and measuring the assets of
these arrangements as fixed assets in
accordance with Egyptian Accounting Standard
No. (10) “fixed assets and their depreciations”
until their term expires.

- 38 .-

The Possible Impact
on the Financial

Statements
The  Management
curenlly  assessing  the
patential  impact
implementing the
amendment of the standard
on the financial stalements.

financial
of beginning on or

early

paragraphs

Date of Implementation
is This standard applies to

periods

after

January 1st, 2021, and the

implementation
thereof is pennitied.

- The new or amended

Pertaining to the amended

standards conceming the
investment  entilies  shall
apply on the effective date
of Egyptian Accounting
Standard No. (42)
"Consolidated Financial
Statements", as amended and
issued in 2019

The Management is This  amendment s

curently  assessing  the  introduced and shall apply

potentiall  impact of to  financial  periods

implementing the beginning on or after

amerdment of the standard  January 1st, 2019,

on the financial slatements.

The Management s This  amendment s

currently  assessing  the introduced and shall apply

potentiall  impact of to  financial  periods

implementing the beginning on or =after

amendrment of the standard  Janwary 1st, 2019.

on the financial statements

The  Management is
curently  assessing  the
potental  impact  of
implementing the
amendment of the standard
on the financial statements,

1st, 2021.

This Interpretation No. (1)
applies o financial periods
beginning on or after January
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New or Amended

Standards
Egyptian Accounting

Standard No.
"Real
Investment”

(34)
Estate

A Summary of

The Mest Significant Amendments
The use of the fair value model optidn has

been canceled for all establishmenis upon
subsequen! measurement of their real esiate
investments and adherence only o the cost
model, with real estale investment funds only
abligated to use the fair value model upon
subsequent measurement of all their real
estate assets. Based on this amendment, both
of:

- Egyptian Accounting Standard No. (32)
“Non-current assets held for the purpose
of sale and discontinued operations.

- Egyptian Accounting Standard No. (31)
"impairment of assets"

-39.

The Possible Impact
on the Financial

Statements
The Management s
currenlly assessing the
potential impact of

implementing the
amendment  of the
standard on the financial
stalements

Date of Implementation
This amendment is

introduced and shall apply
to  financial  periods
beginning on or afier
January 1st, 2019.



