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Review report on consolidated interim financial statements

To the Board of directors of Sarwa Capital Holding for Financial Investments

Introduction

We have reviewed the accompanying consolidated interim statement of financial position of Sarwa
Capital Holding for Financial Investments (an Egyptian joint stock company) as of 31 March 2019
and the related consolidated interim statements of income, comprehensive income, cash flows and
changes in equity for the three - months period then ended, and a summary of significant accounting
policies and other explanatory notes. Management is responsible for the preparation and fair
presentation of these interim financial statements in accordance with the Egyptian Accounting

Standards. Our responsibility is to express a conclusion on these interim financial statements based
on our review.

Scope of Review

We conducted our review in accordance with Egyptian Standard on Review Engagements 2410,
“Review of Interim Financial Statements Performed by the Independent Auditor of the Entity." A
review of interim financial statements consists of making inquiries, primarily of persons responsible
for financial and accounting matters in the company, 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
do not express an audit opinion on these consolidated interim financial statements.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying consolidated interim financial statements do not present fairly, in all material
respects, the financial position of the Company as at 31 March 2019, and of its financial

performance and its cash flows for the nine months period then ended in accordance with the
Egyptian Accounting Standards.
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Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financial Investments

Consolidated Statement of Financial Position as at March 31,2019

Note 31-Mar-19 31-Dec-18
Assets No. EGP EGP
Non-current assets ‘
Property, plant and equipment (xn 113 177 912 104 911 154
Leased assets (18) 503 Y16 396 479 386 424
Leased contracts under settlement (12 035 172) (16 590 169)
Goodwill (19) 26 474 V70 26 474 070
Investments in associates (20) 36 747 256 56 320 606
Investments available for sale (21) 10 743 750 10 743 750
Debtors and other debit balances (22) 6 Tl3025 6792 381
Payments for investments in subsidiaries - 9999 800
Accounts receivable (23) 497 741 451 971304273
Securitization surplus (24) 1992 069 676 144 153 062
Deferred tax assets (15) 314 941 282 334
Total non-current assets 3175313 808 1793 777 685
Current Assets
Due trom related parties - debit (35) 1 476 580 79 497 736
Deterred cost -insurance polices (25) 13 856 228 15626 174
Debtors and other debit balances (22) 190,100 54 198 S7E000
Accounts receivable (23) 354 583 354 451 758 825
‘I'reasury bills (26) 553 847 580 221 543 264
Conditional Bank Account (27) 2 028 616 2330082
(Cash and cash equivalents (28) 170 824 132 $13 357 813
Total current assets 1287 322 984 1722 641 903
Total assets 4462 636 792 3516 419 588
Shareholders' equity
Paid-in capital (29) 115217 391 115217 391
Legal reserve (30) 49267 153 48 393 450
Share premium reserve 31 749 049 322 749 049 322
Retained earnings (32) 786 412 118 703 221 858
Equity attributable to the shareholders of the 1699 945 984 1615882 021
parent company
Non Controlling Interest 44 053 445 49 060 477
Total equity & non controlling interest 1743 999 429 1664 942 498
Non-current liabilities
Loans and overdrafts (33) 1079 795 185 1319 608 562
Suppliers and other credit balances (34) 6215739 6118 853
Deferred tax liabilitics (15) 4125 656 4183 692
Total Non-current liabilities 1090 136 580 1329911 107
Current liabilities ‘
Loans and overdrafts (33) 344 731 183 253 451321
Suppliers and other credit balances (34) 300 095 063 221 689 894
Current tax liabilities 77 163 186 42 308 453
Due to related parties - credit (35) 906 511 351 4116315
Total current liabilities 1 628 500 783 521 565 983
Total liabilities 2718 637 363 1851 477 090
Total shareholders' equity and liabilities 4 462 636 792 3516419 588
* The accompanying notes from (1) to (43) are an integral part of these financial statements.
Ahmed Abdelkariem Ismail Samir Hazem Moussa

Financial My&&r

Cairo May 13, 2019
Auditor's report "Attached"

Financial Controller

Chairman & Managing Director
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Consolidated Statement of Income for the three months ended March 31,2019

———— e ey

Sales revenue - goods and services
Cost of sales - goods and services

Income from transferred portfolios
Interest income - goods and services
Securitization proceeds

Discounting proceeds

Interest expense

Gross profit

Operating revenue

Services and collection revenue
Securitization net revenue
Administrative fees revenue

Other revenue

Operating expense

Sales and distribution expense
General and administrative expenses

Board of directors allowances
Impairment of financial assets
Net operating income

Profit share from associates

Foreign currency dilferences

Health insurance tax provision

Net profit for the period before tax
Income tax

Net profit for the period after tax
Distributed as follows:

Owners of the company
Non controlling interest

Earnings per share for the period

Translation of financial statements originally issued in Arabic

Sarwa Capital Holding for Financial Investments

©)
(35)
(10)
(11)
(12)

(13)

(14)

(15)

(16)

31-Mar-19 31-Mar-18
EGP EGP
483 006 988 604 465 947
(443 628 274) (571 805 448)
5209 187 7691137
57 275 447 79 683 043
68 402 907 -
- 15288 026
(78 241 353) (66 850 851)
92 024 902 68 471 854
36 681 194 17 582 265
164 025 333104
52 941 565 21436 627
6239913 7964 623
39 869 077 17 813 671
(12 607 635) (22 982 273)
(5 760 292) (5 730 862)
(63 323 828) (42 130 855)
(20 000) ( 18 000)
(3 223 251) (655 365)
142 985 670 62 084 789
23 226 546 9309 460
(206 387) (30271)
(2 677 299) -
163 328 530 71 363 978
(35 448 812) (15 710 827)
127 879 718 55 653 151
119922 218 52032 865
7 957 500 3 620 286
127 879 718 55 653 151
0.17 0.09

* The accompanying notes from (1) to (43) are an integral part of these financial statements,



Translation of financial Statements originally issued in Arabic

Sarwa Capital Holding for Financia] Investments
Consolidated Statement of Comprehensive Income for the three months ended March 31,2019

31-Mar-19 31-Mar-18
EGP EGP

Net profit for the period after income tax 127879 718 55653 151
Total comprehensive income for the period 127 879718 55653 151
Total comprehensive income distributed as follows:
Owners of the company 119922 218 52032 865
Non controlling interest 7957 500 3620 286

127 879 718 55 653 151

* The accompanying notes from (1) to (43) are an integral part of these tinancial statements.
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Sarwa Capital Holding for Financial Inyestments
Consolidated Sta tement of Cash Flows for the three months ended March 31.2019

Note 31-Mar-19
No. EGp

Cash flows from o erating activities
Net profit for the period before taxes 163 328 53¢
Adjustments for
Property, plant angd equipment depreciation (17) 5214 499
Leased assets depreciation (18) 43 678 235
Impairments of financial assets 3223 251
Interest revenue (139 694 554)
Finance Expense 78 241 353
Securitization proceeds (8) (68 402 907)
Profit share from associates (119 347 853)
Health insurance tax provision 2677 299

168 917 853
Changes in:
Purchase of Jeased assets (18) (79798 179)
Proceeds from sale of leased assets 9 867 665
Lease contracts under seltlement (4554 997)
Accounts receivable (244 119 744)
Proceeds from sale of receivable portfoliog 881 700 000
Accrued deferred cost from insurance policy 1769 946
Suppliers and other credit balances 3306107
Debtors and other debit balances (51489 632)
Related parties-debi 78 021 156
Related parties-credit 902 395 036
Surplus of securitization process (1847916 614)
Conditional Bank Account 301 466
Cash (used in) operating activities (181 599 937)
Financing interest paid (54 547 491)
Income tax paid 684 722
Net cash (used in) operating activities (236 832 150)
Cash flows from investing activities
Purchase of property, plant, equipment (17) (13484 600)
Proceeds from sale of Property, plant and equipment 3343
Works in progress =
Purchases of available for sale investments
Praceeds from interest revenue 39694 554
Payments for investment in subsidiaries 9999 800
Treasury Bills (332304 316)
Dividends from associates 8 921 203
The share of non controlling interest in subsidiaries' capital 2 000
Net cash (used in) investing activities (257 168 016)
Cash flows from financing activities
Change in banks and overdrafts (148 533 515)
Net cash (used in) provided hy financing activities (148 533 515)
Net change in cash ang cash equivalent during the period (642533 681)
Cash and cash equivalent at the beginning of the period 813357 813
Cash and cash cquivalent at the end of the period (28) 170 824 132

31-Mar-18
EGP

71 363 978

2298 742

30 727 323
655 365

( 15 288 026)

(7834 149)

81923 238

(53 885 524)

23172832
(12965 303)
(180976 828)
30 576 052
(2623 105)
71059 752
(8192070
(101 669 225)
( 167 100)
(5826 116)
(11322 286)
(170 895 683)

—_—
(170895 683)

(3438 777)
4 455
(8793 966)
( 250 000)

(51053311)

_—
(63 531 599)

268 079 101

268 079 101
33651819
79 139 530

112 791 349

* The accompanying notes from (1) to (43) are an integral part of these financial statements,



Translation of financial statements originally issued in Arabic

Sarwa Capital Holding for Financial Investments S.A.E
Notes to the consolidated financial Statements
For the three months ended March 31, 2019

1. Reporting entity

Sarwa Capital for Financial Investments (S.AE) an Egyptian Joint Stock Company was

The company name was changed according to the extraordinary general assembly held on
June 12, 2017 to be “Sarwa Capital Holding for Financial Investments” and it was recorded in
the commercial record of the company under number 78317 dated March 18, 2018 as a result

the legal shape of the company changed from law no., 159 for year 1981 to capital market Jaw
no. 95 for year 1992

The following schedule represents the subsidiaries of Sarwa Holding Capital for Financial
Investments with the ownership percentage (control) over those companies which are
consolidated ag part of the consolidated financial statements as at March 31, 2019:

Control percentage

Company Name Direct Indirect

Contact Auto Credit 99.999% -
Sarwa Asset Management 99.96% -
Egyptian International for Trading and Investment 99.998% -
Sawa Payment Systems 50.997% -
Plus Leasing 99.9998% -
Plus Factoring 74.99% 25%
Sarwa Insurance 84.980% -
Sarwa Life Insurance 79.990% -
Sarwa Promotion and Underwriting 99.996% -
Sarwa sukuk 99,98% -
*Contact Mortgage Finance - 99.9998%
*Wadi Degla Financial - 50%
*Modem Finance - 50%
*Get Go Credit Service - 99.9996%
*Contact Insurance Brokerage - 80%



Translation of financia) Statements originally issued in Arabic

*Sarwa Securitization (owned by Egyptian International for . 99%

Trading and Investment by 81%and 18% by Contact Auto

Credit)

*Capital Real Estate - 99.7%
*Contact Egyptian International Motor Credit - 50%

*Contact Specialized Consulting 1% 99%

* Represent the percentage of ownership of Contact Auto Credit in its subsidiaries which are
controlled indirectly by Sarwa Capital Holding for Financial Investment,

2- Basis of accounting

The applicable accounting standards

The consolidated financia] Statements have been prepared in accordance with the Egyptian

Accounting Standards and relevant Egyptian laws and regulations,

The Board of Directors approved the issuance of the consolidated financial statements on May
13, 2019.

3- Functional and presentation currency

the company's functional currency.,

4- Use of judgments and estimates

from those estimates,

- The Judgments and Estimates are reviewed periodically. Revision to estimates are recognized
prospectively.
- The change in accounting estimates is being recognized in the same period the estimate is

changed if the change is affecting this period only, or if the change is going to affect the
period of change or in future period.

Fair value measurement
)



determined using the current prices according to which these liabilities can be settled.

consideration the exchange rates currently prevailing, and guided by the current fair value of
the other similar instruments in a significant manner (the discounted cash flow approach) or

any other valuation approach thal results in reliable values,

-Fair value measurement

The fair value measurement of financial assets and liabilities is set up in accordance with these

levels:

First level: The quoted prices of fajr value of financial instruments jp active
markets.

Second level: The quoted prices of fair value of financial instruments in active

market or the quoted prices from the fund’s manager in which the
Company is investing or any other evaluation methods in which all
the material important inputs are Supported with market
information either in a direct or an indirect way.,

Third level; Other evaluating methods which is not relayed on any factors with

material important inputs to comparable market information,

Financial assets 31 March 2019 31 December Level of Valuation techniques and
2018 fair value main entries
EGP EGP
Available for sale 6413 750 6413 750 Third Other valuation techniques
investments-
shares
Available for sale 4 330 000 4 330 000 Second Quoted prices in active

investments-bonds

market for financial

securities
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Translation of financial state

Sarwa Capital Holding for Financia) Investments (S.AE)
Notes to the Consolidated Financial State

6- Sales of goods and services revenue

ments originally issued in Arabic

ments for the Three months ended March 31,2019

31-Mar-19 31-Mar-18
EGP EGP
Goods sold 394 960 981 539 539 661
Lease revenue 74 312 361 57450 242
Service sold 13 733 646 7476 044
483 006 988 604 465 947
7- Interest income- 20ods and services
31-Mar-19 31-Mar-18
EGP EGP
Car installments 35984 041 68 151 189
Mortgages 13 595 943 6 253 637
Consumer goods installments 7695 463 5978717
Total  S727544 79 683 043
8- Cost of sales - goods and services
31-Mar-19 31-Mar-18
EGP EGP
Cost of goods sold 394 960 980 339539 661
Cost of services sold 4 429 714 1 146 039
Cost of leasing contracts and depreciation 44 237 580 31119 748
443 628 274 571 805 448

10




Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financial Investments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

9. Operating revenue

31-Mar-19 31-Mar-18
EGP EGP
Management and incentive fees F 133767 2 386 263
Other service revenue (Insurance) 10 244 226 10 406 583
Credit Interest (Insurance) 2992 443 3 120 955
Other operating revenue 20310 758 1 668 464
Total 36 681 194 17 582 265
L ALY
10-  Securitization net revenue
=xtifilization net revenue
31-Mar-19 31-Mar-18
EGP EGP
Interest income from financial rights portfolio 195 266 355 80 892 549
Proceeds from surplus of investments at custody 23310 799 10 644 433

Interest from bonds loan and the amortization of
securitization cost

Insurance policy cost

(140 148 885)

(66 851 693)

(5022 245) (2 139 369)
Collector fees (164 025) (311 096)
Custody fees (1296 370) (798 197)
Issuance fees (19 004 064)
Proceeds from securitization process 52 941 565 21436 627

11- Revenues from administrative services
————="100 administrative services

Revenues from administrative services amounted to EGP 6 239 913 during the year ended
March 31, 2019 compared to EGP 7 964 623 during the year ended March 31,2018. A percentage of

auto financing contracts is collected as administrative fees to offset sales commissions and some
other administrative costs.

11



Translation of financia Statements originally issued in Arabic
Sarwa Capital Holding for Financial Investments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31, 2019

12- Other revenue

31-Mar-19 31-Mar-18
EGp EGp
Interest income 39 694 554 8 406 755
Other 174 523 9 406 916
Total 39 869 077 17 813 671
13- Ogerating expenses
31-Mar-19 31-Mar-18
EGP EGp
Other services Cost (Insurance) 11 325 289 22 107 094
Expe;[s fees 419 694 503 650
Other operating expenses 862 652 371 529
Total 12 607 635 22 982 273

12




Translation of financial

Sarwa Capital Holding for Financial Investments (S.AE)

Statements originally issued in Arabic

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

14- General and administrative expenses

Salaries, wages and medical Care

Lease payments

Insurance

Property,plant and equipment depreciation
Professional and consultant fees

Branches and cars rent

Bank charges

Advertising, adminstrative expenses and stock exchange
renewal

Vehicles related expenses
Establishing fees
Miscellaneous expenses

15-  Income Tax

Charged to income statement

Current income tax

Deferred income tax

Total

Deferred Tax Assets

Property, plant and equipment (depreciation)

Total

31-Mar-19 31-Mar-18
EGP EGP

38 318 367 26 108 808

272 650 253 278

3656 209 2 837 788

5214 499 2 298 746

4 862 858 2 892 975

2020 361 1496 948

494 762 325312

960 170 329 673

190 538 294 259

48 081 a

7 285 333 5293 068

63 323 828 42 130 855

31-Mar-19 31-Mar-18

EGP EGP
35539 455 15 873 352
(90 643) (162 525)
35 448 812 15710 827
31-Mar-19 31-Dec-18
EGP EGP

314 941 282 334
314 941 282 334

13



Deferred tax assets for the following items were not recognized for the group as

assurance to use the benefitg therefrom:

Debtors and other debit balance impairmen(
Default reserve- Discounting protofolios

Accounts receivables impairment

Deferred Tax Liabilit
===t 1 ax Liability

Property, plant and equipment (depreciation)

Total

As follows the movement on the deferred tax

Beginning balance
Deferred income tax

Ending balance

14

there isn't enough

31-Mar-19 31-Dec-18
EGP EGP
1754 337 1754 337
1312 808 1620 629
2 326 961 2064 427
5394 106 5439 393
31-Mar-19 31-Dec-18
EGP EGP
4 125 656 4183 692
4125 656 4183 692
31-Mar-19 31-Dec-18
EGP EGP

Asset (liability[
Revenue (Expense!

Asset (liability)
Revenue gExgense!

(3901 358) (1546 093)
90 643 (2355 265)
(3810 715) (3 901 358)




Translation of financial statements originally issued in Arabjc

Sarwa Capita] Holding for Financial Investments (S.A.E)
Notes to the Consolidated Financial Statements for the Three months ended March 31,2019
Earnings per share

Basic: Basic earnings per share s calculated by dividing the net profit attributable to shareholders’
of the Parent company by the weighted average number of ordinary shares outstanding during the

31-Mar-19 31-Dec-19
Net Profit for the year after taxes for owners of the company 119922 218 52 032 865
weighted average No, of ordinary shares 720 108 696 604 918 125
Earnings per share 0.17 0.09

15
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Translation of financia] statements originally issued in Arabic
Sarwa Capital Holding for Financia] Investments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

19- Goodwill

Companz Description

Sarwa Securitization In Sep.2006 Contact Auto Credit acquired Contact Egyptian International for

Trade and Investment to reach an ownership percentage of 96.8 % (this company
owns %81 of Sarwa Securitization)

Contact Auto Credit In 10 Nov. 2013 the company acquired 999 990 shares from minority shareholders

with total contribution 99,99

Plus Leasing In 31 March 2015 the Company acquired 1999 990 shares representing an

ownership percentage of 99,9959
The total goodwill amounted to EGP 26 474 070 as at the acquisition dates.

20- Investments in associates
——=31Inents in associates

Company's Name Ownershig Ownership
31-Mar-19 % of 31-Dec-18
EGP Share EGP
Bavarian Contact Car Trading 17691 131 49% 24 791 575
Star Auto Credit 15029238 44 26 523 592
Ezz El-Arab - Contact Financial 2039340 o 4 680 745
Motor Care Service SO e 324 694
e
36 747 256 56 320 606
_—
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Sarwa Capital Holding for Financia] Investments (S.A.E)
Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

Bavarian Star Auto Ezz Motor
31-Mar-19 Contacf Car __a;l-i_t—- Elara.ab,’Co.ntact Car.e
Tradmg T Financial Service
EGP EGP EGP EGP
Total assets 353 511 479 917 082 085 68 487 702 1154 781
Total liabilitieg (317 417 947) (872 084 367) (60 955 364) (471 770)
Net assets 36093 532 44 997 718 7 532 338 683 011
Profit share from associates 23226 825
Bavarian Ezz Motor
T Star Auto S S —
31-Mar-18 Contact' Car mt_ Elara.lb/Co'ntact Car.e
Tradmg E— Financial Service
EGP EGpP EGP EGP
Total assets 273704 176 681 296 281 57 506 661 812 800

Profit share from associates

Total liabilities (215710 817) (606 607 893) (47719 148) (299 790)
Net assets 57993 359 74 688 388 9787 513 513 010
9309 460

21- Investments available for saje
=8 available for saje

31-Mar-19 31-Dec-18
EGP EGP
Egyptian Mortgage Refinancing company* 6413 750 6413 750
Treasury bonds 4330 000 4 330 000
Total 10 743 750 10 743 750

not be determined accurately,

19



22-Deb

Translation of financial stateme

Sarwa Capital Holding for Financjal Investments (S.A.E)

Notes to the Consolidated Financial State

Insurance companies - debjt

Prepaid expenses
Advance payments to suppliers

Accrued revenue
Employees advances
Tax authority

Other debit balances
Deduct: Impairment

Net
Total

23- Accounts receivable

Receivables-goods
Receivables-services

Leasing- accounts receivable

Transferred financial rights
Deduct:
Credit Interest & deferred Insurance

Impairment of Accounts Receivable
Net
Total

tors and other debit balances

———2 <L OLher debit balances

ments for the Three months ended March 31,2019

nts originally issued in Arabic

31-Mar-19 31-Dec-18
o More than one e More than
=Ylore than one_

Within a vear car Within a year one vear
EGP EGP EGP EGP
7797 055 - 7 797 055 =

11 140 098 2 855 819 10510803 3501678

72068 773 - 68 547 717 -

56 747 598 = 20 105 556 =
6253 387 = 7119 707 -
7400 308 = 2361728 -

37096 330 3247 709 29882498 3290703

(7797 055) = (7797 055) =
190 706 494 6103 528 138 528009 6 792 381
196 810 022 145 320 390
31-Mar-19 31-Dec-18
Within a year More than one Within a year More than
Yiihin a year year 2Vithin a year one year
EGP EGP EGP EGP
446 273 434 782797 779 744010 571 1369 013 246
16 997 570 - 15442 284 =
66 116 981 . 57222873 B
46 013 485 81 668 607 71052612 73 005 988
{ 210476 067) ( 363 182 236) (426 794 282) (467 566 392)
(10342 049) (3542 699) (9175 233) (3 148 569)
354 583 354 497 741 451 451758825 971 304 273
852 324 805 1423 063 (098
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Translation of financia] statements originally issued in Arabic

Contact Auto Credit 8roup securitizes financia] portfolios resulting in some financial assets being transferred
to Sarwa Securitization (Special Purpose Entity)
The following is a Iist of fin

ancial assets and liabilities for outstanding securitization transactions of Sarwa
Securitization:

31-Mar-19 31-Dec-18

EGP EGP
Description of transferred financiai assets/liabilities that were disposed o T
Financial Rights Portfoljos 4727 860 566 3492 421 205
Deferred cost- insurance 10619 131 7049312
Amounts collected for custodian 60 881 573 18 104 972
Cash held with custodian 419 384 958 422101 427
Total Financial Assets transferred 5218746 228 3939676916
Deduct: bond -principle (3 226 676 552) (3795 523 854)
Surplus of securitization Processes 1992 069 676 144 153 062

25 Deferred Cost - insurance
———==2tL COSL - InSurance_

policies purchased with Tespect to cars sold to customers covering the remaining period of the

contract term, The income Statement is charged with the amortization of these costs referrer to the
financial year,

26- Treasurx Bills:

31-Mar-19 31-Dec-18
EGP EGP
Treasury billg 570 200 000 242 350 000
Deduct;
Unearned revenue (16 352 420) (20 806 736)
Net 553 847 580 221 543 264
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Translation of financial Statements originally issued in Arabic

Sarwa Capital Holding for Financial Investments (S.A.E)

27-  Conditional Bank Account
~==rional bank Account

31-Mar-19 31-Dec-18
EGP EGP
Treasury bills 49 812 667 859
Reserve account 1329023 1301 627
Proceeds from discounting process 649 781 360 596
2028 616 2330 082
28-  Cash and cash equivalents
31-Mar-19 31-Dec-18
EGP EGP
Banks - Current Accounts 143 774 628 254 406 596
Cash on hand 6381511 2965 590
Time deposit 20 667 993 555 985 627
Total 170 824 132 813 357 813
29- Capital

Authorized capital amounts to EGP 600 Million with par value 10 EGP per share.
Paid in and issued capital amounts to EGP 69 01 510 distributed over 6 960 151 shares with a par
value of EGP 10 per share. All shares are ordinary shares and all issued shares are paid in full.

On 14 April 2016 the capital was increased by 1 750 161 shares with a total par value of EGP
17501 610 and was recorded in the commercial register.

On 5 April 2017 the capital was increased by 968 378 shares with a total par value of EGP
9 683 780 and was recorded in the commercial register,

On 14 May 2018 the extraordinary general assembly approved increasing the authorized capiial by
EGP 400 million to EGP 1 billion and the paid in capital by EGP 3 213 100 to EGP 100 million, in
addition to a share split of 62.5:1, changing the par value from EGP 10 per share to EGP 0.16 per

share, making the total number of shares 625 million instead of 10 million. This was recorded in the
commercial register,

The company’s extraordinary general assembly dated 14 August 2018 approved the initial public

offering of the company on the Egyptian Stock Exchange through a private and public placement.

22



Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financia] Investments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

offering,

On 17 October 2018 the Board of Directors, with an authorization from the cxtraordinary general
assembly dated on 14 August 2018, approved the increase of the issued and paid —up capital by 95
108 696 shares at EGP 7.36 per share which represent EGP (.16 nominal valye per share and EGP

7.2 increase in premium feserve per share, for a total amount of EGP 700 000 003

- The increase took place on 5 November 2018, The total proceeds were recorded as

EGP 15 217 391 in the share capital account with the balance of EGP 684 782 612 recorded in the
share premium account.

- The following schedule Tepresents the ownership structure at the financial position date:

Company Name No. of Shares Amount Percentage
EGP
Consolidated Financial Holding 452 876 209 72 460 193 62.89%
Orascom investment holding 216 032 608 34 565217 30%
Other shareholders 51199879 8 191 981 7.107%
720 108 696 115217 391 100%

30- Legal Reserve

Legal reserve balance on March 31, 2019 amounted to EGP 49 267 153 compared to
EGP 48 393 450 as at December 31, 2018. According to Law 159 for the year 1981 and the
Company’s articles of association, 5% of annual net profit is transferred to the legal reserve. Upon

the approval of the general assembly, the Company may Stop such transfer when the legal reserve
reaches 50% of the issued capital.
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Translation of financial Statements originally issued in Arabic
Sarwa Capital Holding for Financig] Investments (S.AE)
Notes to the Consolidated Financial Statements for the Three months ended March 31, 2019
31- Share premium reserye

The company's capital was increased on April 14,2016 and April 5, 2017 and November 52018
which results share premium reserve ag follows;

Share premium reserve as at December 31, 2015 -

No. of shares increased 1750 161 shares
Amount of increase in capital 17 501 610 EGp

Share premium amount 28 780 324 EGP____
Share premium reserve as at December 31, 2016 28 780 324 EGp

No. of shares increased 968 378 shares
Amount of increase in capital 9 683 780 EGP

Share premium amount 35 486 386 EGp _
Share premium reserve as at December 31, 2017 64 266 710 EGP .
No. of shares increased 95 108 696 shares
Amount of increase In capital 15217 391 EGp

Share premium amount 684 782 612 EGP .
Share premium Teserve as at December 31,2018 749 049 322 EGp

Share premium reserve as at March 31,2019 749 049 322 EGP

is to be added to the legal reserve of the company up to reaching 50% of the issued capital, Any
€Xcess is recognised as g Special reserve and cannot be distributed as dividends.

32- Retained Earnings
==<itd Larnings

The legal reseryes and general reserves for the subsidiaries were classified as retained earnings in these
consolidated financia] Statements however they should not be distributed, They amount to

EGP 33 842 544 45 4t March 31, 2019, EGP 25 024 608 as at December 31, 2018,

In addition, the retained earnings include the retained earnings for Sarwa Securitization company with
amount of EGP 204 615 617 as at March 31, 2019, EGP 99 641 464 as at December 31, 2018 the offering
memorandum for the Outstanding issuances state that Sarwa Securitization company is not allowed to
distribute any dividends unless aj] the liabilities of the bondholders are completely paid,

24



Loans

Short term facilities

Egyptian Mortgage Refinancing
Company

Syndication loan

Translation of financial sta

31-Mar-19
EGP

Within a year More than
one year

230 144659 403 489 039

69112 150 -

2161385 209938 483

43312989 466367 663

tements originally issued ip Arabic

31-Dec-18
EGP
. More than one
Within a year _—_C_—Lﬂ'—__

222 668 340 628 139 126

11 906 394 -

1 644 686 174 630 726

17 231 901 516 838 710

344731183 1079795 185

253451321 1319608 562

1424 526 368

1573 059 883
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Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financig Investments (S.A.E)

Notes to the Consolidatcd Financja] Statements for the Three months ended March 31 2019

34. Suppliers and other credit balances

31-Mar-19 31-Dec-18
EGP EGP
Within a year M;_nii_ff- Within a year ﬁﬁlﬁi
Suppliers 38913 394 N 44 278 334 -
Accounts Receivables - Credit balances 2690 424 h 1619 366 N
Tax authority 17 148 713 - 16 859 656 -
Custodian* 73 659 354 - 27 932 254 -
Accrued interest 23 693 862 - 24 027 704 -
Accrued expenses 12942 411 N 17 881 988 -
Deposits held with others 4772796 1899 693 4800357 1869172
Insurance companies- cregi 54 230 755 - 54 295 418
Default reserve-discounting portfolios 5834 703 - 7202 796 N
Default reserve- securitizatiop 7080 020 - 7080 020 -
Other credit balances 8751757 4316 046 10094189 4249 681
Credit Dividends 42 081 762 - - R
Takaful health insurance provisjon 8295112 ) 5617812 3
300095063 6215 739 221689894 6118 853
306 310 802 227 808 747
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Sarwa Capital Holding for Financial Inves

Translation of financial statements originally issued in Arabic

tments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31, 2019

J5-Related Parties

35-1 Financial Position Balances
=—=2lanclal Position Balances
Related Party

Due from related parties - debit

Star Auto Credit
Motor Care Egypt

Bavarian Contact Car Trading

Ezz El-Arab - Contact Financial

Tamwil Holding
Other sharcholders

Due to related parties - credit

Consoldiated Financial Holding
Ezz El-Arab - Contact Financial*

Star Contact Car Trading*
Bavarian Contact Car Trading*

31-Mar-19 31-Dec-18
EGP EGP
Relation Nature
Associate 33.4% B 63 095 962
Associate 40.1% 1382234 1244 790
Associate 49% - 14163 221
Associate 49% - 899417
Parent Company 64 063 64 063
30283 30 283
1476 580 79 497 736
31-Mar-19 31-Dec-18
.EGP EGP
Main Shareholder 62.89 9 3 828 285 4116 315
Associate 49% 47319 924 N
Associate 33.4% 585 421 485 N
Associate 49% 269 941 657 ~
906 511 351 4116 315
o S e L

*on April 2, 2019 the credit balance related of thirty securitization issuance have been paid

35-2 Income Statements Transactions

Bavarian Contact Car Trading

Operating Income - Management and
incentive fees

Star Auto Credit
Operating Income - Management fees

Ezz El-Arab / Contact Financial

31-Mar-19 31-Mar-18
Expense (Revenue)
EGP EGP
Associate 49%
(1306 000) (306 000)
Associale 33.4%
(2682573) (1941 321)

Associate by 49%
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Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financial Investments (S.A.E)
Notes to the Consolidated Financial Statements for the Three months ended March 31, 2019
35-3 Collection and other services fees

Company in accordance with the service and collection contracts concluded with Sarwa

Securitization Company, then the collected amounts are remitted to the custodian in return for

35-4 Bonus and salaries for executive management:

The value of bonys and salaries for executive management for the group as of March 31, 2019
amount to EGP 7 126 987.

36- Tax position
First: Corporate Tax:

- Tax returns since Company’s establishment ]] 2018 were submitted within legal deadlines according
to law 91 for year 2005.

- Years 2010-2014 are currently under inspection,

Second: Salary Tax:

- The company made the payment on the legal due dates, The Ccompany have not inspected since
establishment yet,

Third: Stamp tax

- The inspection was completed until 2016 angd the payment made op the legal due dates,

37- Contingent liabilities

31-Mar-19 31-Dec-18
EGP EGP
Letter of Guarantee - 16th bond issue 7 000 000 7000 000
Letter of Guarantee - Carefour 3 150 000 3150 000

10 150 000 10 150 000
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Translation of financia statements originally issued in Arabic
Sarwa Capital Holding for Financial [nvestments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

38- Finance Lease
22nance Lease

31-Mar-19 31-Dec-18
EGP EsP
Liabilities within a period 914 389 964 430
Liabilities longer than ope period 1726 552 1929 795
2 640 941 2894 225

Finance lease cars:
fnance lease cars:

Some of lease contracts for No. sale and leaseback contracts of cars that owned by the company.

The total of these conltracts are as follows:

Amounts paid A______p___mounts aid

: - Contract
during the period g &
Description from concluded liabilities as of
~eScription

cor:tl;actss du:":fg contracts till 31 _—‘_‘—’-31 l:]all;h
brevious perieds = 2019 =28
EGP EGP
Cars Leasing Contracts 20 995 322 253 278 2 640 941

39- Guarantees and sureties

December 31, 2018.

40- Financial instruments and mana ement of related risks
This Disclosure presents information about to the extent to which the Company is subject to the
following risks resulting from using the financial instruments, the company’s goals, policies and

operations regarding the measurement and management of such risks and (he company’s capital
management as wel].

29
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The company’s Board of Director is responsible for setting the framework for the risk
management process and jis monitoring, The company’s top management is the responsible far
setting and monitoring the risk Mmanagement policies and Teport on a regular base to the parent
company the risk management activities,

The internal audi Committee monitor the compliance of the company’s top management with

other assets, due from related parties and jts financing activities including deposits in banks and
financial institutjops.

First: Client receivables
—8L. Llient receivables

40-2 Liquidity Risk
The liquidity risk is Iepresented in the factors that could affect the ability of the group to repay al
Or part of its liabilities,

financing continuity and flexibility through borrowings from banks. This is performed through
monitoring expected and actual cash flows and matching the maturities of financial assets and

The company has enough cash to pay the expected operating expenses which includes the
financial liabilities,

40-3 Market risk
22 Market risk

result of changes in market prices, Examples for market risks are foreign currency risk and
interest rate risk, these risks may have effect the income of the company .the financial
instruments that are affected by market risk includes interest bearing loans and deposits. The



Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financia] Investments (S.AE)

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

purpose of managing market risk is to manage and control risk within acceptable limits and in the

same time achieving sufficient returns. The company doesn’t keep derivative financial
instruments,

40-3-1 Interest rate risk

for the liabilities (borrowings) of the company.

40-3-2 Foreign currency risk

41- Bases of Measurements
The financial statements are prepared on a historical cost basis except for financial

instruments that are measured at fair value, amortized Cost or cost as appropriate.

42-  Significant accounting policies
- The accounting policies described below have been applied consistently during the

years/periods presented in these financial statements,

42-1 Business combination

- The Group accounts for business combinations using the acquisition method when control is
transferred to the Group. The consideration transferred in the acquisition js generally
measured at fair value, as are the identifiable net assets acquired. Any goodwill that arises is
tested annually for impairment, Any gain on a bargain purchase is recognized in profit or
loss immediately. Transaction costs are expensed as incurred, except if related to the issue
of debt or equity securitjes,

- The consideration transferred does not include amounts related to the settlement of
pre- existing relationships. Such amounts are generally recognized in profit or loss.

- Any contingent consideration is measured at fair value at the date of acquisition. If an
obligation to pay contingent consideration that meets the definition of a financia] instrument
is classified as equity, then it is not premeasured and settlement is accounted for within
cquity. Otherwise, other contingent consideration is premeasured at fair value at each

reporting date and subse uent changes in the fair value of the contingent consideration are
p g q g £

recognized in profit or loss,
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Translation of financia] Statements originally issued in Arabic

control commences unti] the date on which control ceases,

42-3 Non-controllin interests
-Non-controlling interest are measured at their Proportionate share of the acquirer’s

identifiable net assets at the date of acquisition,

- Changes in the Group’s interest in subsidiaries which do not result in a loss of control are

accounted for ag equity transactions.

42-4 Loss of control
=225 0l control
- When the Group loses control over a subsidiary, it derecognizes the assets and liabilities of

the subsidiary, and any related Non-controlling interest and other components of equity.

Any resulting gain or loss is recognized in profit or Joss, Any interest retained jn the former

subsidiary is measured a fair value when controj is lost.

42-5 Investments accounted with equity method
- Group’s interests in €quity- accounted investees comprise interests in associates and a joint

venture.

42-6 Transactions eliminated on consolidation
- Intra- group balances and transactions, and any unrealized income and expenses arising

from intra- Broup transactions, are eliminated, Unrealized gains arising from transactions

with equity accounted investees are eliminated against the investment to the extent of the

32



42.7 Foreign currency
Foreign currency transactions

- Transactions ip foreign currencieg are translated into the functional currencies of the

company at the exchange rates at the dates of the transactions,
- Monetary assets ang liabilities denominated ip foreign currencies are translated into the
functiona] currency at the exchange rate at the financial statements date. Non- monetary

assels and liabilities that are measured at fair valye in 5 foreign currency are translated into

the extent that the hedge is effective; and

* qualifying cash flow hedges to the extent that the hedges are effective.

42-8 Revenue Recognition
x4t Kecognition

a- Cars and £00ds sales and related services



Translation of financial statements originally issued in Arabic
Sarwa Capital Holding for Financial Investments (S.A.E)

Notes to the Consolidated Financial Statements for the Three months ended March 31,2019

income statement, The same basis shall be applied in recording the revenues of other
services represented in providing insurance services, and maintenance for the customers

(Contact Service Club) through other companies specialized in this field and revenues from
financial consulting,

the company
b- Interest income

- Interest income return is fecognized in the income statement on the accrual basis using the
effective interest rate.

Effective interest method
Lalecuve interest method

- This is a method to calculate the amortized cost for a financial asset or 3 financial liability
(or a combination of financial assets or financial liabilities) and allocates the interest cost

and Interest income over the lifetime of the financial asset or financial liability using
effective interest rate.

Effective interest rate
- This is an accurate rate used to discount future payments expected to be paid or collected

over the term of the financial instrument (or less period if applicable) to determine the
present value of financial asset or financial liability).

¢- Revenue from dividends
Sevenue from dividends

- Revenue from dividends fesulting from group investments are recognized on income
Statement at the date of declaration,

d- Securitization profit

- The revenue from securitization transactions js recognized when the terms of derecognition

e- Finance leasing
- The lease contract revenue is recognized based on the consequential interest income in
addition to an amount equal to the leased assets depreciation, the difference between the
income recognized and the accrued rental value for the same period is recorded in a separate
account and is settled against the net carrying value of leased assets at the end of the lease
contract period. The revenue on late interest charges is recognized starting from the year
2012 in response to article (19 €) of the leasing contracts.
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42.9 Expenses

Interest expense

Interest expense on loans is recognized in profit or loss using the effective interest method.

42-10 Emgloxee benefit
Short — term employee benefits

- Short-term employee benefits are e€xpensed as the related service is provided. A liability is
recognized for the amount €xpected to be paid if the Company has a present legal or

constructive obligation tg pay this amount as g result of past service provided by the
employee and the obligation can be estimated reliably.

Define contribution lans
- Obligations for contributions to be defined contribution plans are expensed as the related

refund or a reduction in future payments is available.

- The Company pays contributions to the Public Authority for Social Insurance for thejr
employees based on the rules of the social insurance law no 79 for the year 1975, The
employees and employers contribute under this law with g fixed percentage of wages. The
group’s commitment js limited to the value of their contribution, And the Company’s

contribution amount eXpensed in profits and logses according to accrual basis.

Profit sharing 0 employees

- The holding Company pays 10% of iis cash dividends as profit sharing to its employees
provided that it will not exceed tota] employees annual salaries, Profit sharing is recognized as

a dividend distribution through equity and as 5 liability when approved by the Company’s
shareholders.

42-11 Income Tax
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Current income tax
- The recognition of the current tax for the current period and prior periods and that have not
been paid as a liability, but if the taxes have already been paid in the current period and
prior periods in excess of the value payable for these periods, this increase is recognized as
an asset. The current taxable liabilities (assets) for the current period and prior periods
measured at expected value paid to (recovered from) the tax authority, using the current tax
rates (and tax laws) or in the process to issue in the end of the financial period. Dividends
are subject to tax as part of the current tax. But do not be offset for fax assets and liabilities

only when certain conditions are met.

Deferred tax
- Deferred tax is recognized in respect of temporary differences between the carrying amounts

of assets and liabilities for financial reporting purpose and the amounts used for taxation
purposes.

- Deferred tax is not recognized for:

Taxable temporary differences arising on the initial recognition of goodwill,

Temporary differences on the initial recognition of assets or liabilities in a transaction
that is not;
1. A business combinatjon.

2. And not affects neither accounting nor taxable profit nor loss.
* Temporary differences related to investments in subsidiaries, associates and joint

arrangements to the extent that the Company is able to control the timing of the reversal
of the temporary differences and it is probable that they will not reverse in the
foreseeable future.

- Deferred tax assets are recognized for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be used. Future taxable profits are determined based on
business plans for individual subsidiaries in the Company. deferred tax assets are reassessed
at each reporting date, and recognized to the extent that it has become probable that future
taxable profits will be available against which they can be used.

- Deferred tax is measured at the tax rates that are expected to be applied to temporary

differences using current tax rate or future expecting rate.

The measurement of deferred tax reflects the tax consequences that would follow from the

manner in which the Company expects, at the reporting date, to recover or settle the

carrying amount of its assets and liabilities.

- Deferred tax assets and liabilities are offset only if certain criteria are met.
36



1) Recognition and measurement

- Items of Property, plant and equipment are measured at cost less accumulated depreciation

equipment.

- Any gain or loss op disposal of an item of property,
profit or loss,

plant and equipment is recognized in

2) Subsequent expenditure

- Subsequent expenditure is capitalized only if it is probable that the future economic benefity
associated with the expenditure will flow to the Company.

3) Depreciation

their estimated residual values using the (straight-line method) ov

lives for each item, and is generally recognized in profit or loss,
- Land is not depreciated.

as follow:;
Asset Depreciation years
Building 20
Furniture 10
Computers 3
Machinery & equipment 5
Fixtures 5
vchicles 5

life of the asset.

- Depreciation methods, useful lives and residual

and adjusted if appropriate.
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42-13 Projects under Construction
- Projects under construction are carried at cost, less accumulated impairment, if any. Costs

include all costs associated with the acquisition of the asset and bringing it to be ready for

its intended use. Projects under construction are transferred to fixed assets when they
become ready for their intended use,

Same types of the assets,

42-14 Goodwill
- Goodwill arising on the acquisition of a subsidiary or a jointly controlled entity represents

the excess of the cost of acquisition over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of the subsidiary or jointly Controlleél
entity recognized at the date of acquisition, Goodwill is Initially recognized as an asset at
cost and is subsequently measured at cost less any accumulated impairment Josses,

- For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-
generating units expected to benefit from the synergies of the combination. Cash-genera[ing
units to which goodwill has been allocated are tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired.

- If the recoverable amount of the cash-generating unit is lesg than its carrying amount, the
Impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to
the unit and then to the other assets of the unit pro-tata on the basis of the carrying amount
of each asset in the unit. An impairment loss recognized for goodwill is not reversed in a
subsequent period.

- On disposal of a subsidiary or a jointly controlled entity, the attributable amount of goodwill
is included in the determination of the profit or loss on disposal. This applies as well on

investments in associates, where goodwill is included within the carrying amount of the
investment,

above at "Investments in associates.

42-15 Earnings per share

- Basic earnings per share is calculated by dividing profit or loss attributable to ordinary
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42-16 Dividends Distribution
- Dividends distribution is recognized as a liability in the financial statements in the period in
which the dividends are declared,

as a separate asset or liability,

- The Company derecognizes a financial liability when jts contractual obligations are
discharged or cancelled, or expire.

realize the asset and settle the liability simultaneously

2) Non-derivatjve financial assets — Measurement
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through profit or loss are measured at fair value and changes therein, including any interest

or dividend income, are recognized in profit or Joss,

Second: Loans and receivables
=2lIC. Loans and receivables

3)  Non-derivative financial liabilities — Measurement
- A financial liability is classified at fair valye through profit or loss if it is classified as

held-for-trading or is designated as such on initial recognition. Directly attributable
transaction costs are recognized in profit or loss as incurred. Financia] liabilities at fair value
through profit or loss are measured at fair value and changes therein, including any interest

€Xpense, are recognized in profit or loss,

attributable transaction costs. Subsequent to initial recognition, these liabilities are measured

at amortized cost using the effective Interest method.

42-18 Impairment
Non-derivative financial assets
- Financial assets not classified at fair value through profit or loss, including an interest in an

equity- accounted investee, are assessed at each reporting date to determine whether there is

objective evidence of impairment,

- Objective evidence that financial assets are impaired includes:
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* Default or delinquency by a debtor;

* Restructuring of an amount due to the Company on terms that the Company would not
consider otherwise;

* Indications that a debtor or issuer wil enter bankruptcy;
* Adverse changes in the payment status of borrowers or issuers;
* The disappearance of an active market for g security because of financial difficulties; or

* Observable data indicating that there js a measurable decrease in the expected cash flows
from a Company of financial assets,

- For an investment ip an equity security, objective evidence of impairment includes 3
significant or prolonged decline in its fajr value below its cost. The Company considers 3

decline of 20% to pe significant and a period of nine months to be prolonged.

First: Financial assets measured at amortized cost
- The Group considers evidence of impairment for these assets at both an individual asset and

a collective level. Al individually significant assets are individually assessed for
impairment. Those found not to be impaired are then collectively assessed for any
impairment that has been incurred but not yet individually identified, Assets that are not
individually significant are collectively assessed for impairment, Collective assessment js
carried out by grouping together assets with similar risk characteristics.

- In assessing collective impairment, the Group uses historical information on the timing of

recoveries and the amount of loss incurred, and makes an adjustment if current economic

Suggested by historical trends.

- An impairment Joss is calculated as the difference between an asset’s carrying amount and

the present value of the estimated future cash flows discounted at the asset’s original

asset, the relevant amounts are written off. If the amount of impairment loss subsequently
decreases and the decrease can be related objectively to an event occurring after the

Impairment wag recognized, then the previously recognized impairment loss is reversed
through profit or ogs,

Second: Available-for-sale financial assets
- Impairment losses on available-for-sale financia] assets are recognized by reclassifying the
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increase can be related objectively (o an event occurring after the impairment loss wag
fecognized, then the impairment loss is feversed through profit or Joss, Impairment losses
recognized in profit or Joss for an investment in an equity instrument classified as available-

for-sale are not reversed through profit or Joss.

Third: Equity-accounted investees
- An impairment loss jn respect of an equity-accounted investee is measured by comparing the

fecoverable amount of the investment with js carrying amount, An impairment loss is
recognized in profit or loss, and is reversed if there has been favorable changes in the
estimates used to determine the recoverable amount.

Non-financial Assets
—Of-linancial Assets

- At each reporting date, the Company reviews the carrying amounts of jts non-financial
assets (other than biological assets, investment property, inventories and deferred tax assets)
to determine whether there is any indication of impairment, If any such indication exists,

then the asset’s fecoverable amount js estimated. Goodwill is tested annually for

impairment.

benefit from the synergies of the combination,
- The recoverable amount of an asset or cash generated unit is the greater of its value in yee
and its fair value Jess Costs to sell. Value in use is based on the estimated future cash flows,

discounted to thejr present value using a pre-tax discount rate that reflects current market

- An impairment loss js recognized if the carrying amount of an asset or cash generated unit
exceeds ils recoverable amount.

- Impairment losses are recognized in profit or Joss, They are allocated first to reduce the
carrying amount of any goodwill allocated to the cash generated unit, and then to reduce the
carrying amounts of the other assets in the cash generated unit on a pro rata basis.

- An impairment [oss ip respect of goodwill is not reversed in the subsequent period. For
other assets, an impairment loss is reversed only to the extent that the asset’s carrying
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42-19 Cash Flows
- The statement of cash flows is prepared using the indirect method. For the purpose of
preparing the cash flows, cash and cash €quivalents consists of cash on hand, bank cyrre:

accounts, demand deposit which not exceed three months,

42-20 Legal Reserve

- According to the law of Joint Stock companies no. 159 for the year 1981 and the company’s
Statutes provides for deduction of a sum equals to 5% of the annual net profit for the
formation of the legal reserves such deduction will be ceased when the total reserve reaches
an amount equals to half of the company’s issued capital, according to the article no. 192
from the executive regulations for law no. 159 for the year 1981; no dividends paid from

these reserves and the legal reserve is allowed to be used to cover the company’s losses and
the increase of the capital.

42-21 Capital
1) Ordinary Shares

Incremental costs directly attributable to the issue of ordinary shares are recognized as a

deduction from equity. Income tax relating to transaction costs of an equity transaction are
accounted for in accordance with EAS No. (24) “Income Tax”,

42-22  Provisions 5
- Provisions are recognized when the Group has a present obligation (legal or constructive) as

a result of past events and that it is probable that an outflow of economic resources will be
required to settle the obligation, the costs to settle related obligations are probable and a

reliable estimate is made of the amount of the obligation.

- The amount Tecognized as a provision is the best estimate of the consideration required to

uncertainties Surrounding the obligation,

43- Significant Events
-~ On 14 August 2018 Law No. 176 of 2018 was issued on the regulation of financia leasing

and factoring activities, Article 1 of this law stipulates the repeal of the Law No. 95 of 1995
on financial leasing. The Company has continued to apply the Egyptian Accounting

Standard No. (20) For the accounting treatment of the financial leasing activity to the new
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as introducing amendments to certaip existing standards. The most prominent amendments
are as follows:

New

A Summary of the Most Significant The Possible Date of Implementation

or Amended Amendments Impact on the
Standards Financial
Statements

The new 1- The new Egyptian Accounting The This standard No. (49)
Egyptian Standard No, (49) "Lease Contracts" Management is applies to financial periods
Accounting shall supersede ang revoke Standard currently beginning on or afterJ anuary
Standard No. (20), "Accounting Rules and assessing the Ist, 2020, and the early
No. (49) Standards related to Financial potential implementation thereof is
"Lease Leasing” issued in 2015 impact of permitted if Egyptian
Contracts 2- The Standard introduces a single implementing Accounting Standard No.

accounting model for the lessor and
the Iessee where the lessee recognizes
the usufruct of the leased asset as part
of the Company’s assets and
recognizes g liability that represents
the present valye of the unpaid lease
payments under the company's
liabilites, taking into account that the
lease contracts are not classified in
respect of the leassee as operating | or
finance lease contracts .

3- As for the lessor, he shalj classify
each lease contract either as an
Operating lease or g finance Jease
Contract,

4- As for the finance lease , the lessor
must recognize the assets held under a
finance Jease contract in the
Statement of Financia] Position and
present them as amountg receivable
with an amount €quivalent to the
amount of the pet investment in the
lease contract

5- As for Operating leases, the Jessor

must recognize the lease payments of

Operating lease contracts as income

either based on the straight-line

method or based op any other
regular basis,

the amendment (48) "Revenue from
of the standard Contracts with Customers” is
on the financia] simultaneously applied.
statermnents. Except for the above.-
mentioned date of
enforcement, Standard No.
(49) applies to lease
contracts that were subjected
to Finance Leage Law No.
95 of 1995 and its
amendments and were
treated according to Egyptian
Accounting Standard No. 20,
”Accounting rules and
standards related to financial
leasing ” as wel] as the
finance lease contracts that
arise under and are
subjected to Law No, 176 of
2018 to the effect of
regulating both financia
leasing and factoring
activities starting from the
beginning of the annya]
reporting period in which
Law No. (95) of 1995 was
revoked and Law No, (176)
of 2018 was issued.
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New or A Summary of the Most Significant The Possible Date of Implementation
Amended Amendments Impact on the
Standards Financjal
Statements

1- The new 1-The new Egyptian Accounting The

Egyptian Standard No, (47), "Financial Management is This standard applies to

Accounting Instruments”, Supersedes the currently financial periods

Standard No. corresponding related issues assessing the beginning on or after

47) included in the Egyptian Accounting potential impact Januarylst, 2020, and the

"Financial Standard No. (26), "Financial of early implementation

Instruments" Instruments: Recognition and implementing thereof is permitted;

Measurement", Accordingly, the amendment provided that the amended

Egyptian Accounting Standard No, of the standard Egyptian Accounting

26 was amended and reissued after on the financjal Standards Nos.(1), (25),

cancelling the paragraphs pertaining Statements, (26) and (40) are to be

to the issues 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 to the chojce
of the enterprise.

2- Pursuant to the requirements of the
Standard, financia] assets are
classified based on their subsequent
Mmeasurement whether at amortized
Cost, or fair value through other
comprehensive income or at fajr
value through profit or loss, in
accordance with the enterprise
business mode] for managing
financial assets and the contractual
cash flow characteristics of the
financial asset,

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

m

simultaneously applied,
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4- based on the requirements of this
standard the following standards
were amended ;

-Egyptian Accounting Standard No.
(1)“Presentation of Financial
Statements” as amended in 2019]
2-Egyptian Accounting Standard No.
(4) -“Statement of Cash Flows™,
3-Egyptian Accounting Standard No.
(25) - “Financial Instruments;
Presentation.
4-Egyptian Accounting Standard No.
(26) - “Financial Instruments:
Recognition and Measurement”,
Egyptian Accounting 5-
Standard - EAS No. (40) -
“Financial Instruments: Disclosures

13

The new 1. The new Egyptian
Egyptian Accounting Standard No. (48) -
Accounting “Revenue from Contracts with
Standard No, Customers” shall Supersede the
-(48) following standards and

“Revenue from
Contracts with
Customers” 28

accordingly such standards shall be

deemed null and void:

Egyptian Accounting
Standard No, (8) - “Construction
Contracts” as amended in 2015,

3. Egyptian Accounting
Standard No. (1 1) — “Revenue” as
amended in 2015,

4. For revenue recognition,
Control Model is used instead of
Risk and Rewards Model.

3. incremental costs of
obtaining a contract with a
Customer are recognized as ap asset
il the enterprise EXpECts fo recover
those costs and the costs of
fulfilling the contract are to be
recognized as an asset whep certain
conditions are met

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

7. Expanding in (he
presentation and disclosure
requirements

-These ammendments are
effective as of the date of
implementing Standard
INu. (47)

— ]

The | Standard No(48) applies to
Management is financial periods
currently beginning on or after

assessing the
potential impact
of
implementing

January1st, 2020, and the
early implementation
thereof is permitted

the amendment
of the standard
on the financial

Statements
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New or A Summary of the Most Significant The Possible Date of Implementation
Amended Amendments Impact on the
Standards Financial
Statements

Egyptian Some Paragraphs related to the exclusion The This standard applies to

Accounting of the Investment Entities from the Management is financial periods

Standard No, consolidation process were added . This currently beginning on or after

(42) )as amendment has resulted in introducing an assessing the | J anuary 1st, 2020, and the

ammended " | amendment to some of the standards related potential impact early implementation

Consolidated | to the subject of the Investment Entities. The of thereof is permitted,

Financial standards that were ammended areas | implementing -The new or amended

Statements" follows: | the amendment paragraphs

- (ESA 15) Related Party Disclosures of the standard Pertaining to the amended

- (ESA 17)Consolidated and Separate | on the financia standards concerning the

Financial Statements statements. | investment entities shall

- (ESA 18) Investments in Associates apply  on the effective

- (ESA 24) Income Taxes date  of Egyptian

- (ESA 29)Business Combinations Accounting Standard No,

- ESA(30) Periodical Financia] (42) "Consolidated

Statements Financial Statements", as

- EAS (44) Disclosure of Interests in

amended and issued in
Other Entities.

2019
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