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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

3-28

3-29

3-30

3-31

Fiduciary assets
Assets held in trust or in a fiduciary capacity are not treated as assets of the
group and accordingly did not recorded in the balance sheet.

Reserves for general banking risks

In compliance with the Lebanon Central Bank regulations and effective year
1996, Lebanese banks should appropriate from net profit for the year a
minimum of 0.2% and a maximum of 0.3% from the total risk weighted assets
and off balance sheet items based on rates specified by the Central Bank of
Lebanon for any unspecified risks. The consolidated ratio should not be less
than 1.25% of these risks at the end of the tenth financial year and 2% at the
end of the twentieth financial year.

This reserve is not available for distribution, and is constituted in Lebanese
weighted assets and off balance sheet items.

Allowances for credit losses

Specific impairment for credit losses is determined by assessing each case
individually. This method applies to classified loans and advances and the
factors taken into consideration when estimating the allowance for credit
losses including the counterparty’s credit limit, the counterparty’s ability to
generate cash flows sufficient to settle his advances and the value of collateral
and potential repossession.

Segment reporting

A segment is a distinguishable component of the group that is engaged either
in providing products or services (business segment) or in providing products
or services within a particular economic environment (geographical segment),
which is subjected to risks and rewards that are different from those of other
segments. The group’s primary format for segment reporting is based on
business segment.

3-32 Discontinued operations

A discontinued operation is a component of the Group’s business that
represents a separate major line of business or geographical area of operations
that has been disposed of or is held for sale, or is a subsidiary acquired
exclusively with a view to resale. Classification as a discontinued operation
occurs upon disposal or when the operation meets the criteria to be classified
as held for sale, if earlier. When an operation is classified as a discontinued
operation, the comparative income statement is re-presented as if the
operation had been discontinued from the start of the comparative period.
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

4-

Discontinued operation

Strategic alliance with QInvest L.L.C.

EFG Hermes Holding Company’s Extraordinary General Assembly - the
parent company- agreed at the meetings dated June 2, 2012 and September
16,2012 to enter into a strategic alliance with Qlnvest through its subsidiary
EFG Hermes Qatar LLC which will be 60% owned by QInvest and 40%
owned by EFG Hermes Holding. The agreement involves the moving of the
following business lines, Brokerage, Research, Asset Management,
Investment Banking and the Infrastructure Fund businesses to EFG Hermes
Qatar LLC. Approvals of relevant regulatory bodies are in process.

4-1 Assets classified as held for sale
31/12/2012
LE
Cash and due from banks 989 535 669
Investments at fair value through profit and loss 271 103 128
Accounts receivables (net) 545 705 549
Available -for- sale investments 42 609 363
Investment property 193 913 067
Fixed assets (net) 72 923 390
Goodwill and other intangible assets 646 120 259
Other assets 585 076 996
Balance 3 346 987 421
4-2 Liabilities classified as held for sale
31/12/2012
LE

Due to banks and financial institutions 20 283 764
Accounts payables - customers’ credit balances 699 431 731
Creditors and other credit balances 156 778 342
Current tax liability 27 042 993
Other provisions 49 626 660
Balance 953 163 490

Tangible net assets classified as held for sale amounted to approximately LE
1 003 million after deducting the due to holding company and it’s subsidiaries
which will not be sold. Some major transactions will affect that amount
before the selling transaction ,accordingly the net tangible assets held for sale

will decrease.
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

4-3 Results of discontinued operation

For the year For the year
31/12/2012 31/12/2011
LE LE

Fee & commission income * 453 360 467 436 606 594
Securities gains 8 856 236 13 977 868
Changes in the investments at fair value through profit and loss (622 066) (2 380 106)
Changes in the fair value of investment property (2951 987) -

Losses on sale of fixed assets (2976 206) (38 115)
Foreign currencies differences 28 236 806 (11 594 299)
Other income 26 513 524 15170 147
Interest and dividends income 19 299 227 38 644 121
Interest expense (12 959 402) 29251808
General administrative expenses (439717 415) (407 141 450)

Other provisions

Depreciation and amortization

(17519 574)
(17 567 356)

(7 285 793)
(26 451 042)

Impairment loss on assets (9 137 828) (761 406)
Net profit before income tax 32 814 426 77998 327
Income tax expenses (24 795 624) (9 726 230)

8 018 802 68 272 097

Net profit for the year

- The operating expenses of EFG Hermes Holding and some of the subsidiaries that are not
included in the sale, include the costs of some joint departments that are intended for

transfer to EFG Hermes Qatar along with the subsidiaries subject to transfer.

* Incentive fee revenue

Due to inadequate assurance concerning the revenue recognition conditions and
collection of the incentive fee on managing investment funds and portfolios, the
assets management companies (subsidiaries) deferred the recognition of incentive
fee with an amount of LE 8 637 819 till December 31, 2012 versus an amount of
LE 38 595 till December 31, 2011 as no revenues are recognized if there are any

uncertainties regarding the recovery of the consideration due.
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

6-

Subsidiary’s name

Egyptian Portfolio Management Group
Hermes Fund Management
EFG- Hermes Financial Management (Egypt) Ltd.

Total

Cash and due from banks

Cash on hand
Central Bank of Lebanon *

- Demand deposits

- Time deposits
Other Central Banks

- Demand deposits
Cheques under collection
Banks - current accounts (net)
Banks - demand deposits
Banks - time deposits

Accrued interest

Balance

For the year ended
31/12/2012  31/12/2011
LE LE
5473 431 38 595
1192 556 --
1971 832 --
8 637 819 38 595
31/12/2012 31/12/2011
LE LE
238 630 983 179 141 029
992 329 800 645 616 000
6 524 044 800 4 852 380 000
284 541 600 179 252 000
- 8364 805
88 795 696 811733 349
702 274 516 552293 748
4584335588 5014083 149
67 027 800 44356 000

13 481 980 783

12287220 080

*  Current accounts with Central Bank of Lebanon include non-interest earning cash

compulsory reserves in Lebanese Pounds computed on the basis of 25% and 15%

of the average weekly sight and term customers’ deposits in Lebanese Pounds in

accordance with Lebanon banking regulations.

Investments at fair value through profit and loss

Trading investment

Mutual Fund certificates
Equity securities

Debt securities
Lebanese treasury bills

Balance

-23-

31/12/2012 31/12/2011
LE LE
413959391 507242 358
18064 095 122901 007
120 517 649 89945 680
80 686 200 97 360 000
633227335 817449 045
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EFG - Hermes Holding Company

Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

7-  Accounts receivables

31/12/2012 31/12/2011
LE LE
Accounts receivables (net) 84 825375 400 841 981
Other brokerage companies (net) (4 545) (18 285 954)
Balance 84 820 830 382556 027
8- Loans and advances
31/12/2012 31/12/2011
LE LE
Loans and advances to customers (8-1) 14028029017 11827 850000
Loans and advances to related parties (8-2) 166 353 600 143 316 000
Other loans 90 692 748 65 862 726
Balance 14285075365 12037 028 726
8-1 Loans and advances to customers
31/12/2012 31/12/2011
Gross Unrealized Impairment Carrying Carrying
amount Interest Allowance Amount amount
LE LE LE LE LE
Regular retail customers
Cash collateral 477 838 200 - -- 477 838 200 367 392 600

Mortgage loans
Personal loans
Credit cards
Others

Regular corporate customers

Corporate

5133 424 377
1602 153 000
172 481 400
99 531 600

4732 676 303

-4 .

-- 5133424377
- 1602 153 000
- 172 481 400
- 99531 600

s 4 732676 303

4 850657 189
1387236 000
162 504 000
66 504 000

4 677934 300
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EFG - Hermes Holding Company

Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

Classified retail customers

Watch
Substandard
Doubtful
Bad

Classified corporate customers

Watch
Substandard
Doubtful
Bad

Collective provision for retail

loans

Collective provision for

corporate loans

Accrued interest receivable

Balance

31/12/2012
Gross Unrealized Impairment Carrying
amount Interest Allowance Amount
LE LE LE LE
297 861 468 -- - 297 861 468
94 445400 (31747 800) - 62 697 600
232239000 (104 521 200) (78 422 400) 49 295 400
46 746 000 (27 988 800) (18 757 200) -

1327 867 469
31987200
248 026 800
46 166 400

43 587 600

(5 090 400)
(81 001 200)
(31 395 000)

(92 828 400)

(14 771 400)

(28 198 800)

(44 280 600)

1327867 469
26 896 800
74 197 200

(28 198 800)

(44 280 600)
43 587 600

31/12/2011
Carrying
amount

LE

51352946
53 692 000
19 676 000

165225 565
8 068 000
62 632 000

(22 984 000)

(42 172 000)
20 132 000

14 587 032217

(281 744 400 )

(277 258 800 )

14 028 029 017

11 827 850 000

8-2 Loans and advances to related parties

Regular Retail loans

Regular Corporate loans

Balance

- 25 -

31/12/2012  31/12/2011
LE LE
1 180 200 1 068 000
165 173 400 142 248 000
166353 600 143 316 000
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

9-  Available - for- sale investments

Preferred shares
Equity securities
Accrued interest receivable

Balance

10-  Held-to-maturity investments

Lebanese government treasury bills and
Eurobonds

Other sovereign bonds

Certificates of deposit issued by banks
Other debt instruments

Accrued interest receivable

Balance

11- Investments in associates

Agence Générale de Courtage d’Assurance SAL
Credit Card Management SAL

International Payment Network SAL

Net Commerce SAL

Liberty Executive Center SAL

Hot Spot Properties SAL

2012

%
25.86
28.96
20.18
19.10

6.27
32.23
30.14

31/12/2012
LE

103 147 800

1290 294 125

6 959 400

31/12/2011
LE

98 096 000

1065 019 102

5 864 000

1400 401 325

1168 979 102

31/12/2012
LE

14 420 404 321
39 824 400
5591 717 097
220173 975
332514 000

31/12/2011
LE

12651797 718
33 748 000
5362460 111
341 720 949
291 792 000

20 604 633 793

18 681 518 778

2011

Ownership Ownership 31/12/2012  31/12/2011
Y% LE LE
25.86 31050600 28 152 000
28.96 9949 800 9 448 000
19.88 6 753 600 6 180 000
19.10 1 071 000 1016 000
6.27 50 400 48 000
32.23 8 505 0600 8 100 000
Dourrat Loubnan Al Iqaria SAL 30.14 15120000 14 400 000
Balance 72 500400 67 344 000
12- Investment property

Investment property amounted LE 132 062 511 as at 31 December, 2012,
represents the fair value of the area owned by EFG — Hermes Holding Company in

Nile City Building .

-26 -
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the period ended 30/9/2012 (Cont’d)
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14-

Projects under construction are represented in the following :

Office spaces in Egypt
Preparation of alternate headquarters

in emergency - United Arab Emirates

Preparation of new headquarters —
Credit Libanais SAL “the Bank”

Balance

Goodwill and other intangible assets

Goodwill
Other intangible assets

Balance

14-1 Goodwill is relating to the acquisition of the following subsidiaries:

Flemming CIIC group (S.A.E) — Egypt

EFG- Hermes Oman LLC *

(14-1)
(14-2)

EFG- Hermes IFA Financial Brokerage Company

(KSC) ~ Kuwait *
IDEAVELOPERS - Egypt
EFG- Hermes Jordan *

Balance

31/12/2012  31/12/2011
LE LE

- 9 784 500

- 1961 746

194 325 600 73 336 000

194 325 600 85 082 246

31/12/2012 31/12/2011

LE LE
65 083 756 707 539 161

3 541 984 803

3384020179

3607 068 559

4 091 559 340

31/12/2012 31/12/2011

LE LE

63 483 756 63 483 756

-- 66 039 857

- 567776 330

1 600 000 1 600 000

- 8639 218

65 083 756 707 539 161

*  Goodwill related to these companies included in assets classified as held for

sale (Note 4-1).

14-2  Other intangible assets are represented in the following :

Branches network - Credit Libanais Bank

Key Money
Licenses & Franchise
Software

Balance

-28 -

31/12/2012
LE
3521 084 100
1251 600
3334 800
16 314 303

31/12/2011
LE
3360 300 184
1 348 000
5229 650
17 142 345

3 541 984 803

3384020179




EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)
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Other assets

31/12/2012 31/12/2011
LE LE

Deposits with others (15-1) 26 486 689 48 388 384
Downpayments to suppliers 89 280 1870574
Prepaid expenses 190 882 289 92 111 894
Employees’ advances 3950 161 18 802 301
Accrued revenues 17014 831 31 940 043
Taxes withheld by others 51 533 359 53 846 601
Payments for investments (15-2) 8454 500 22 895075
Re-insurers’ share of technical reserve 69 875 400 214 688 000
Receivables - sale of investments -- 76 694 259
Infra Egypt fund - 3187 862
Perching Brokerage -- 1178 414
Settlement Guarantee Fund 211 287 27173 750
Unquoted assets - Ready for sale

acquired in satisfaction of loans 188 559 000 183 704 000
Due from EFG- Hermes Employee Trust -- 398 946 562
Due from Ara inc. company -- 3477 331
Due from related parties 21 789 600 10 468 000
Re-insurance accrued commission 15 078 000 14 360 000
Cards transaction on ATM 1638 000 536 000
Re-insurance debtors 1 050 000 1 564 000
Non current assets available for sale - 70 936 046
Sundry debtors 97490516 255166751
Balance 694 102912 1531935 847

15-1 Deposits with others include an amount of LE 25 263 000 (equivalent to LBP
6 015 million) represents deposit blocked by Credit Libanais SAL (the Bank)
with the Ministry of Finance of Lebanon.

-29 .-



EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

15-2 Payments for investments are represented in the following:

31/12/2012  31/12/2011
LE LE
EFG- Hermes Mutual Funds Co. -- 10 000 000
Financial Group for Real Estate Co. -- 250 000
EFG-Hermes Securitization Company - 5 000 000
Arab Visual Company 3 749 500 3749 500
Egyptian Company for Funds Investments -- 400 200
IDEAVELOPERS 25 000 25000
AAW Company for Infrastructure 3 040 000 3 040 000
Egyptian Company for Marketing -- --
International Company for Projects Management 1 000 000 --
EFG ~Hermes Direct Fund Management 640 000 -=
Sohail Investment Company -- 430 375
8454 500 22895075
16- Due to banks and financial institutions
31/12/2012 31/12/2011
LE LE
Current deposits of banks 126 327 600 198 044 000
Time deposits 116 457 600 76 372 000
Financial institutions 313 135 200 319256 000
Borrowings (16-1) -- 15 584 600
Accrued interest payable 3309 600 4 516 000
Balance 559 230 000 613 772 600

16-1 Borrowings

A- On December 28, 2005, a loan agreement has been signed with International

E [ Br N

Finance Corporation “IFC” whereby the company is entitled to obtain long
term loan with an amount of US$ 20 million with an applied annual floating
interest rate in order to finance regional expansion of the company. The loan
will be repaid on 10 equal semi-annual installments with an amount of US$ 2
million for each installment and the first installment was due on May 15, 2007
and the last installment will due on November 15, 2011 and the interest is due
on May 15, and November 15 and the first interest was due on November
15, 2006. The loan agreement provides for that some of the company’s
subsidiaries will guarantee the loan repayment through an irrevocable
unconditional guarantee and the company got the full amount of the loan
amounted to US$ 20 million on September 3, 2006. The loan has been fully
paid.

-30-
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EFG - Hermes Holding

Company

Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

B-

On December 29, 2005 a loan agreement has been signed with the Foundation
of (DEG)- DEUTSCHE INVESTITIONS- UND ENTWICKLUNGSGESELLSCHAFT MBH
whereby the company is entitled to obtain a long term loan with an amount of
Euro 10 million with a variable annual interest rate in order to finance the
regional expansion of the company. The loan will be repaid on 10 equal semi-
annual installments with an amount of one million Euro per installment. The
first installment was due on May 15, 2008 and the last installment will due on
November 15, 2012 and the interest is due on May 15, November 15 each
year. The first interest was due on November 15, 2006. The loan agreement
provides for that some of the comp any’s subsidiaries will guarantee the loan
repayment through an irrevocable unconditional guarantee. The company has
obtained the full amount of the loan amounted Euro 10 million on September
17, 2006. The loan has been fully paid.

17- Customers’ deposits

31/12/2012 31/12/2011
LE LE

Deposits from custemers (private sector):

Saving accounts
Term deposits
Current accounts

Deposits from customers (public sector):

Saving accounts
Term deposits
Current accounts

Others

Accrued interest payable

Deposits from related parties:
Long term saving accounts
Short term saving accounts
Long term deposits

Short term deposits

Accrued interest payable

Balance

23] -

25224 625 500
11 804 423 400
3 853 067 738

22 832211 300
9 062 524 000
3474 632 000

40 882 116 638

224 754 600
942 471 600
576 025 800

35369367 300

238 348 000
638 296 000
415288 000

1743 252 000

1291932 000

81 488 400 70 592 000
42 706 857 038 36 731 891 300
225 850 800 201 492 000
42 932707 838 36933 383 300
382 548 600 382336 000

33 600 -
784 950 600 822 072 000
87 389 400 21156 000
3418 800 4 076 000

1258 341 000

1229 640 000

44 191 048 838

38163 023 300
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Holding Company

Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

18-

19-

Bonds

On November 11, 2010 Credit Libanais SAL issued US.$ 75 000 000, 6.75%
Subordinated Bonds due January 15, 2018 at an issue price of 100% of their

principal amount. The bonds have been fully underwritten. The net proceeds from

the sale of Bonds will be used for general corporate purposes, and the obligation of

the issuer in respect of the Bonds constitutes direct, unsecured and general

obligation of the issuer. The Arranger of the offering is Credit Libanais Investment
Bank SAL (an affiliate) and the Bonds will not be listed on any stock exchange.
The bonds balance amounted to LE 506 028 600 as at December 31, 2012 versus

LE 486 932 000 as at December 31,2011.

Creditors and other credit balances

Margins held against documentary credits
Technical reserve for insurance companies
Interbranch reconciling items

Revaluation of assets acquired in satisfaction of
loans

Social Insurance Association

Unearned revenues

Accrued interest & commission

Suppliers

Accrued expenses

Clients’ coupons- Custody Activity

Due to Industry Modernization Center
Dividends payable

Cards transaction on ATM

Re-insurance creditors

Deferred tax liabilities

Due to related parties

Sundry creditors

Balance

232

(19-1)

31/12/2012
LE

82 559400
310 191 000

20 882 400

219138
6316 801
197 937 600
66 209 113
6 926 836
5695 508
29 871 308
19 278 000
136 260 600
576 234 873

7137 609

31/12/2011
LE
(Amended)
71 352 000
343 052 000
5 984 000

19 888 000

589 324

14 438 691
82 256

94 560 762
242 258 425
8 267925

6 748 849
36 441 011
13 592 000
221 504 000
564 194 962
15 235 000
22 177 214

1465720186

1680 366419
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

20-

21-

19-1  Deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
31/12/2012 31/12/2011
(A) Deferred tax Assets Liabilities Assets Liabilities
LE LE LE LE
(Amended)
Fixed assets depreciation - 4 762 302 -- 5040 533
Expected claims provision 90 750 -- 2132865 --
Impairment loss on assets 2393287 -- 5581321 -
Prior year losses forward 38 925 -- 1602 917 -~
Company’s share in affiliate’s profits -- 5546 978 -- 20 467 479
Total deferred tax assets / liabilities 2522962 10309280 9317103 25508012
Net deferred tax liabilities 7786 318 16 190 909
(B) Deferred tax recognized directly in equity
31/12/2012 31/12/2011
LE LE
Fair value adjustments * 575061 152 554 616 650
Changes in fair value of cash flow hedges (6 612 597) (6 612 597)
568 448 555 548 004 053

* Deferred tax liabilities arising from the assets acquired and liabilities assumed as

a result of the acquisition of the subsidiary Credit Libanais Bank — (note no. 1-3).

Other income

Other income presented in the income statement includes LE 19 817 308 represents

provision reversed and LE 7 614 572 represents gains on sale of non current assets

held for sale.

Other provisions

Expected claims provision (21-1)
Servance pay provision (21-1)
Other provisions

Balance

-33 -

31/12/2012 31/12/2011
LE LE
233877194 232734753
104021396 114 636 935
932 400 880 000
338 830990 348251 688
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EFG - Hermes Holding Company
Notes to the consolidated financial statements
for the year ended 31/12/2012 (Cont’d)

21-1 Expected
claims Severance Total
Provision pay provision
LE LE LE

Balance at the beginning of the year 232734753 114 636935 347 371 688
Formed during the year 31237 560 28791611 60 029 171
Provision reversed (11 079 288) (2626804) (13706 092)
Foreign currency differences 1034 475 6192 280 7226 755
Amounts used during the year (5948 716) (7 447 556) (13 396 272)

Transferred to liabilities as held for

sale. Note no. (4-2)

Balance at the end of the year

22- Share capital

(14 101 590)

(35 525 070)

(49 626 660)

233 877 194

104 021 396

337 898 590

The company’s authorized capital amounts LE 3 200 million and issued and
paid in capital amounts LE 1 913 570 000 distributed on 382 714 000 shares
of par value LE 5 per share.

The company’s Extraordinary General Assembly approved in its session
held on June 13, 2011 to increase the company’s share capital from
LE 1 913 570 000 to LE 2 391 473 750 with an increase amount of
LE 477 903 750 through distributing of 95 580 750 stock dividend at one
share to each four shares outstanding at the declaration date , this increase are
financed from retained earnings according to the decision of the company’s
Ordinary General Assembly in its session held at the same date and the
required procedures had been taken and this increase have been registered in

the Commercial Register on September 6, 2011.

22-1 Treasury shares

The company’s board of directors approved in its session held on April
27,2011 to purchase a number of 5 million shares of the company’s shares
and the company has purchased a number of 391 000 shares from Egyptian
Stock Exchange Market at cost of LE 6 918 613.
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25-

Non - Controlling interests
31/12/2012 31/12/2011
LE LE
Share capital 450 790 962 449 146 509
Legal reserve 127 049 733 115287 877
Other reserves 563 475 870 501 626 252
Retained earnings 123 777 605 67 551 400
Other equity 78 913 800 64 156 000
Increase in fair value of net assets 1 175798 705 1 067258 725
Net profit for the year 151 559 875 175120 128
Balance 2671 366 550 2 440 146 891

Contingent liabilities

- The company guarantees its subsidiaries — Financial Brokerage Group and
Hermes Securities Brokerage — against the credit facilities granted from banks
and EFG- Hermes Brokerage — UAE against the credit facilities granted from
banks amounting to AED 153 670 000 (equivalent to LE 264 373 868).

- The company and its subsidiaries have the following off-balance sheet assets

and liabilities :
Off-balance sheet items :

31/12/2012
LE

Financing commitments given to financial
institutions 778 621 200
Commitments to customers 1434 006 000
Guarantees given to customers 810339 600
Restricted and non — restricted fiduciary
accounts 51702 000
Commitments of signature received from
financial intermediaries 73 155 600
Securities” commitments 484 734 600

Other commitments received
Assets under management

31/12/2011
LE

680 256 000

1 830 912 000
526 324 000
48 720 000

84 572 000
383 156 000

29514294 600 23 092 916 000
27792973200 27453 901 000

Impairment loss on assets
For the year ended
31/12/2012  31/12/2011
LE LE
Impairment loss on accounts receivables & debit
accounts -- 76 296
Impairment loss on available —for— sale
investments 242 760 1 045 440
Total 242 760 1121736
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Income tax expense

Current income tax
Deferred tax

Total

Cash and cash equivalents

For the year ended
31/12/2012 31/12/2011
LE LE
(Amended)
66 783 276 86 545 200
(20 536 540) (16314 348)

46 246 736

70 230 852

For the purpose of preparing the statement of cash flows, cash and cash equivalents

are represented in the following :

Cash and due from banks

Due to banks and financial institutions

Less: Assets — maturity more than three months
Effect of exchange rate

Cash and cash equivalents

General administrative expenses

Wages , salaries and similar items
Consultancy

Travel , accommodation and transportation
Other expenses

Total

Earnings per share

Net profit for the year

Net profit for equity holders of the parent company
Weighted average number of shares

Earnings per share

-36-

31/12/2012
LE

14471 516 453
(579 512 696)
(5910 063 600)

31/12/2011
LE

12 287 220 080

(613 772 600)

(4 610 558 207)

39613 356

7981 940 157

7102 502 629

For the year ended
31/12/2012 31/12/2011
LE LE

546 600 717 505023 980
35626 846 12 886 026
29214 042 28 979 950
316 128 868 276 129 874
927570 473 823019 830

For the year ended
31/12/2012 31/12/2011

LE LE
211137755 295111 817
59 577 880 119991 689
477903 750 478 099 250
0.12 0.25
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30- Segment reporting

Segment information is presented in respect of the Group’s business segments.

The primary format, business segment, is based on the Group’s management and

internal reporting structure. Inter-segment pricing is determined on an arm’s

length basis.

Segment results, assets and liabilities include items directly attributable to a

segment. The revenue & expense and assets & liabilities analyses in the table
below are based on the type of business activities and services that are

distinguishable component.

For the year ended December 31, 2012

Fee and commission income

Fee and commission expense

Net fee and commission income

Securities gains

Share of profit of associate

Changes in the investments at fair value
through profit and loss

Foreign currencies differences

Other income

Noninterest revenue

Interest and dividends income

Interest expense

Net interest income

Total net revenue

Total noninterest expenses

Net (loss) profit before income tax

Income tax expense

Net (loss) profit from continued operations
Profit from discontinued operations (net of tax)

Net (loss) profit for the year

Total assets

Total liabilities
Shareholders’ equity
Total equity and liabilities

Investment Commercial Elimination Total
banking banking
LE LE LE LE
91017 896 365 467 088 - 456 484 984
- (143 357 872) - (143357 872)
91 017 896 222109 216 - 313127112
14 748 796 22257 046 - 37 005 842
-~ 5757458 - 5757458
37 827 431 48 086 710 -- 85914 141
13372 694 - - 13372 694
20362 631 32436 782 - 52799 413
177329 448 330647212 - 507 976 660
59215517 2616366130 (71539 667) 2 604 041 980
(249 172) (1786 341 368) 436 895 (1 786 153 645)
58 966 345 830024 762 (71102 772) 817 888 335
236295793 1160671974 (71102 772) 1 325 864 995
(345783 776) (720515 726) (10199 804) (1 076 499 306)
(109 487 983) 440 156 248 (81302 576) 249 365 689
14 443 700 (66 783 276) 6 092 840 (46 246 736)
(95 044 283) 373372972 (75 209 736) 203 118953
8018 802 -- - 8018 802
(87 025 481) 373372972 (75 209 736) 211 137755
9301 454383 49537538 400 657038451 59 496 031 234
1267891 144 46 123 219 800 693 678 790 48 084 789 734
8033563239 3414318600 (36 640339) 11 411 241500
9301454383 49537538400 657038451 59 496 031 234
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Fee and commission income

Fee and commission expense

Net fee and commission income
Securities gains

Share of profit of associate
Changes in the investments at fair value
through profit and loss

Foreign currencies differences
Other income

Noninterest revenue

Interest and dividends income
Interest expense

Net interest income

Total net revenue

Total noninterest expenses

Net (loss) profit before income tax

Income tax expense

Net (loss) profit from continued operations

Profit from discontinued operations (net of tax)

Net (loss) profit for the year
Total assets

Total liabilities
Shareholders’ equity

Total equity and liabilities

31- Tax status

For the year ended December 31,2011

Investment Commercial Elimination Total
banking banking
LE LE LE LE

114910 089 331036200 - 445946 289
-~ (134 972 640) - (134 972 640)
114910 089 196 063 560 - 310973 649
28 766 635 10 125 720 - 38 892 355
- 5342040 - 5342040
(12 257 495) 12 695 760 - 438 265
31 898 486 - - 31 898 486
7934 435 64 702 440 - 72 636 875
171252 150 288929 520 - 460 181 670
48392904 2421080 640 25400 141 2 494 873 685
(3916923) (1647550 080) (14 172 605) (1 665 639 608)
44 475 981 773 530 560 11227 536 829234 077
215728 131 1 062 460 080 11227536 1289415747
(371460 367) (611 150 760) (9 734 048) (992 345 175)
(155 732 236) 451309 320 1493 488 297 070 572
(2 718 145) (64 053 000) (3 459 707) (70230 852)
(158 450 381) 387256 320 (1966 219) 226 839 720
68 272 097 - - 68 272 097
(90 178 284) 387256 320 (1966 219) 295 111 817
8952 629439 42918200 000 620339430 52 491 168 869
1119701382 39971 160 000 772831950 41 863 693 332
7832928057 2947040000  (152492520) 10627475537
8952 629439 42918 200 000 620339430 52 491 168 869

- As to Income Tax, the years from starting the operations to 31/12/2010 the
competent tax inspectorate inspected the parent company’s books and all the
disputed points have been settled with the Internal Committee and as to year
2011, according to tax form of tax law no. 91 of 2005 the company has
submitted the tax return and paid the tax due.

- As to Salaries Tax, the parent company’s books had been examined till 2008
and all the disputed points have been settled with the Internal Committee and
the due amount has been paid and as to years 2009 / 2011, the parent
company’s books have not been inspected yet.
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As to Stamp Tax, the parent company’s books had been examined from 1998
till 31/7/2006 and paid the due tax according to the resolution of Appeal
Committee which was objected thereon in the courts, and the period from
1/8/2006 till 31/12/2011 have not been inspected yet.

On December 6, 2012, several resolutions of laws on amending certain
provisions of the Tax Laws has been issued and has been published in the
Official Gazette on the that date, provided that such resolutions shall come
into force from the date following the date of publication. And such
amendments are:

Amending the provisions of the Income tax Law No. 91 of 2005.

Amending the provisions of the General Sales tax Law No. 11 of 1991.
Amending the provisions of the Real Estate tax Law No. 196 of 2008.
Amending the provisions of the Stamp Duty Law No. 111 of 1980.

Later statements have been issued by certain officials in respect of freezing
the enforcement of such resolutions, therefore the management did not affect
the financial statements with these amendments. when reliable information
become available on the enforcement of such resolutions and the effective
date therefore, these amendments might affect the taxes pools, the related
assets and liabilities, the results of operations during the year and the net
profit available for distribution.

Group’s entities

The parent company owns the following subsidiaries:

Direct ownership Indirect ownership

% Y%
Financial Brokerage Group 99.88 0.04
Egyptian Fund Management Group 88.51 11.49
Egyptian Portfolio Management Group 66.33 33.67
Hermes Securities Brokerage 97.58 242
Hermes Fund Management 89.95 10.05
Hermes Corporate Finance 99.37 0.53
EFG - Hermes Advisory Inc. 100 --
EFG- Hermes Financial Management (Egypt) Ltd. 100 --
EFG — Hermes Promoting & Underwriting 99.88 -
Bayonne Enterprises Ltd. 100 -
EFG- Hermes Fixed Income 99 1
EFG- Hermes Management 96.3 3.7
EFG- Hermes Private Equity 1.59 63.41
EFG- Hermes Brokerage — UAE Ltd. -- 90
Flemming CIIC Holding 100 -
Flemming Mansour Securities - 99.33
Flemming CIIC Securities -- 96
Flemming CIIC Corporate Finance -~ 74.92
EFG- Hermes UAE Ltd. 100 -
EFG- Hermes Holding - Lebanon 99 -
EFG- Hermes KSA 73.1 26.9
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Direct ownership  Indirect ownership

% %
October Property Development Ltd. 94.14 --
EFG- Hermes Lebanon 99 0.97
Mena Opportunities Management Limited -- 95
EFG- Hermes Mena (Caymen) Holding - 100
Mena (BVI) Holding Ltd. -- 95
EFG — Hermes Mena Securities Ltd. -~ 100
Mena Financial Investments W.L.L -- 100
EFG — Hermes Qatar LLC 100 --
EFG- Hermes Oman LLC -- 51
EFG- Hermes Regional Investment Ltd. 100 -
Offset Holding KSC - 50
EFG- Hermes IFA Financial Brokerage -- 45
IDEAVELOPERS - 52
EFG- Hermes CB Holding Limited - 100
EFG- Hermes Global CB Holding Limited. 100 --
EFG — Hermes Orient Advisory Inc. - 70
EFG — Hermes Syria LLC 49 20.37
Sindyan Syria LLC 97 -
Talas & Co. LLP - 97
EFG — Hermes Jordan 100 -
Mena Long-Term Value Feeder Holdings Ltd - 100
Mena Long-Term Value Master Holdings Ltd - 90
Mena Long-Term Value Management Litd - 90
EFG — Hermes CL Holding SAL -- 100
Credit Libanais SAL “the Bank” -- 63.739
Credit Libanais Investment Bank SAL - 63.65
Lebanese [slamic Bank SAL - 63.64
Credit International SA - 59.16
Cedar’s Real Estate SAL -- 63.69
Soft Management SAL - 29.96
Hermes Tourism & Travel SAL - 63.73
Crédit Libanais d’Assuranceset de Réassurances SAL  -- 42.69
Business Development Center SARL - 62.86
Capital Real Estate SAL - 62.46
Credilease SAL - 63.27
Collect SAL - 28.64
EFG — Hermes Investment Funds Co. 99.998 -~
Mena FI Cayman Ltd. - 100
EFG — Hermes Mena FI Management Limited. -- 100
Fixed Income Investment Limited. -- 100
Meda Access Cayman Holdings Limited . -- 100
EFG-Hermes Securitization Company 100 -
Financial Group for Real Estate Co. 99.992 -
EFG- Hermes Mutual Funds Co. 100 -
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Financial instruments and management of related risks:

The Company's financial instruments are represented in the financial assets and
liabilities. Financial assets include cash balances with banks, investments and
debtors while financial liabilities include loans and creditors. Note (no. 2) of notes
to financial statements includes significant accounting policies applied regarding
basis of recognition and measurement of the important financial instruments and

related revenues and expenses by the company to minimize the consequences of

such risks.

33-1

33-2

33-3

Market risk:

Market risk is defined as the potential loss in both on and off balance sheet

positions resulting from movements in market risk factors such as foreign

exchange rates, interest rates, and equity prices.

Market risk is represented in the factors which affect values, earnings and

profits of all securities negotiated in stock exchange or affect the value,

earning and profit of a particular security.

According to the company's investment policy, the following procedures are

undertaken to reduce the effect of this risk.

- Performing the necessary studies before investment decision in order to
verify that investment is made in potential securities.

- Diversification of investments in different sectors and industries.

- Performing continuous studies required to follow up the company's

investments and their development.

Foreign currencies risk

- The foreign currencies exchange risk represents the risk of fluctuation
in exchange rates, which in turn affects the company’s cash inflows
and outflows as well as the value of its assets and liabilities in foreign
currencies.

- As disclosed in note (3-2) the company has used the prevailing
exchange rates to revaluate monetary assets and liabilities at the

balance sheet date.

Risk management

In the ordinary course of business, the group is exposed to a variety of risks,
the most important of which are liquidity risk, interest rate risk, currency
risk, credit risk and market risk. These risks are identified, measured and
monitored through various control mechanisms in order to price facilities
and products on a risk adjusted basis and to prevent undue risk
concentrations.

The independent risk control process does not include business risks such as
changes in the environment, technology and industry. They are monitored
through the Group’s strategic planning process.
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334

33-5

33-6

Credit risk

Credit risk is the risk of a person or an organization defaulting in the
repayment of their obligations to the Group in respect of the terms and
conditions of the credit facilities granted to them by the Group. The
management minimizes this risk by spreading its loan portfolio over all
economic sectors and by adopting appropriate procedures and controls to
evaluate the quality of the credit facilities granted and the creditworthiness
of the borrowers. The credit risk of connected accounts is monitored on a
united basis. In addition, the effective credit appraisal procedure for
examining applications for credit facilities followed by the Group, adopts as
the main criteria the repayment capability and obtaining sufficient collateral.
The continuous monitoring of credit accounts and the timely preventive
action further minimize, to a large extent, the exposure to credit risk. Note 7
of this report shows the distribution of loan portfolio by nature of facility, by

economic sector.

Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its payment
obligations when they fall due under normal and stress circumstances. To
limit this risk, management has arranged diversified funding sources in
addition to its core deposit base, manages assets with liquidity in mind and
monitors future cash flows and liquidity on daily basis. This incorporates an
assessment of expected cash flows and the availability of high grade
collateral which could be used to secure additional funding if required.

The Group maintains a portfolio of high marketable and diverse assets that
can be easily liquidated in the event of an unforeseen interpretation of cash
flow. In addition, the Group maintains statutory deposits with the Central
Banks.

The liquidity position is assessed and managed under a variety of scenarios,
giving due consideration to stress factors relating to both the market in
general and to the Group in specific. The Group maintains a solid ratio of
high liquid net assets in foreign currencies to deposits and commitments in

foreign currencies taking markets conditions into consideration.

Interest rate risk ,

Interest rate risk stems from the sensitivity of earnings to future movements
in interest rates applied on assets and liabilities.

The Group’s management closely monitors interest rate fluctuations on a

continuous basis and ensures that assets and liabilities are matched and re-
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33-7

33-8

33-9

priced in a timely manner. The Group is exposed to interest rate risk as a
result of mismatches or gaps in the amounts of assets and liabilities that
mature or are re-priced in a given period. The most important source of
interest rate risk derives from the lending, funding and investing activities,
where fluctuations in interest rates are reflected in interest margins and

earnings.

Equity price risk

Equity price risk is the risk that the value of a portfolio will fall as a result of
change in stock prices. Risk factors underlying this type of market risk are a
whole range of various equity (and index) prices corresponding to different
markets (and currencies/maturities), in which the Group holds equity-related
positions.

The Group sets tight limits on equity exposures and the types of equity
instruments that traders are allowed to take positions in. Nevertheless,
depending on the complexity of financial instruments, equity risk is
measured in first cash terms, such as the market value of a stock/index
position, and also in price sensitivities, such as sensitivity of the value of a
portfolio to changes in the underlying asset price. These measures are

applied to an individual position and/or a portfolio of equity products.

Operational risk

Operational risk is the risk of direct or indirect loss due to an event or action
causing failure of technology, process infrastructure, personnel, and other
risks having an operational risk impact. The Group seeks to minimize actual
or potential losses from operational risk failure through a framework of
policies and procedures that identify, assess, control, manage, and report
those risks. Controls include effective segregation of duties, access,

authorization and reconciliation procedures, staff education and assessment

Processces.

Fair value of financial instruments
The fair value of the financial instruments do not substantially deviated from
their book value at the balance sheet date. According to the valuation basis

applied, in accounting policies to the assets and liabilities
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33-10 Derivative financial instruments and hedge accounting

Derivatives are initially recognized at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured at
their fair value, according to the valuation basis applied, in accounting
policies to derivative financial instruments, (note no. 3-4).

In accordance with an arrangement between the subsidiary, EFG
Hermes MENA Securities Limited Co. and its customers (“the
customers”), the Company from time to time enters into fully paid
Shares Swap Transaction Contracts (“the Contracts”) with the
customers. Under the Contracts the customers pay to the Company a
pre-determined price, which is essentially the market price at the trade
date, in respect of certain reference securities. In return for such shares
swap transactions the Company pays to the customers the mark to
market price of the reference securities at a pre-determined date
(normally after one year). However, the Contracts can be terminated at
any time by either of the parties, which shall be the affected party.

In order to hedge the price risks with respect to the reference securities
under the Contracts, the Company enters into back-to-back fully paid
Share Swap Transaction Contracts with other subsidiaries, MENA
Financial Investments W.L.L. (“MENA-F”) and EFG-Hermes KSA.
Accordingly, the Shares Swap Transactions are measured at fair value

based on underlying reference securities under the Contracts.

Corresponding figures

Certain reclassification and adjustments have been made to some comparative
figures in order to conform with the current year presentation. These adjustments
are attributable to the following;:

(as reported) (Amended)
For the For the
year ended Adjustments year ended
31/12/2011 31/12/2011
LE LE LE

Available -for- sale investments 1191479102  (22500000) 1168979 102
Investments in associates 44 844 000 22 500 000 67 344 000
Interest and dividends income 2 479 801 925 15071760 2494 873 685
Securities gains 53964 115 (15071 760) 38 892 355

Creditors and other credit
balances

Income tax expanse

1667778 182

- 44 -

57 642 615

12 588 237
12 588 237

1 680366419
70 230 852





