Translation

Sixth of October for Development and Investment Company ‘SODIC”
(An Egyotiar Jaint Stock Company)

Separate F nancial Statements
For The Financial er.od Ended March 31, 2012

And 2view report

Em Hazem Hassan

Public Accourtarts & Consultants




Translation

Contends Page
Review Rzport 1
Separate Balance Sheet 3
Separate [ncome Statement 4
Separate Statement of Changes im Equity 5
Separate Statement of Cash Flow ¢ 6
Notes to the Separate Financial Statements 7




e

Translation
Hazem Hassan —Lansaton
Public Accountants & Consultants
Pyramids Heights Office Park Telephone :(202) 35 36 22 00- 35 36 2z 11
Km 22 Cairo/Alex Road Telefax :(202) 3536 23 01-35 3523 05

PO. Box 48 Al Ahram E-mail : egypt@kpmg.con.ec
Giza - Cairo - Egypt Postal Code : 12556 Al Ahram

Report on Limited Review of Interim Financial Statements

To The Board of Directors of Sixth of October for Development and Investment Company
“SODIC”

Introduction

We have performed a limited review for the accompanying separate balance sheet of Sixth of
October for Development and Investment Company “SODIC”, as at 31 March 201Z and tte
related separate statements of income, cash flows and changes in equity fo- the th-ee-month
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 :n accordance with Egyptian Accounting Standards. Our responsibi_itv is tc =xpress a
conclusion on these interim financial statements based on our limited review.

Scope of Limited Review

We conducted our limited review in accordance with Egyptian Standa-d on Review
Engagements 2410, "Limited Review of Interim Financial Statements Fer‘ormed by the
Independent Auditor of the Entity." A limited review of interim financial statements consists of
making inquiries, primarily of persons responsible for financial and account ng matrers in the
Company, and applying analytical and other limited review procedures. A limited “eview is
substantially less in scope than an audit conducted in accordance with Egyptian Standards cn
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 zn
audit opinion on these interim financial statements.

Conclusion

Based on our limited review, nothing has come to our attention that causes us to believe that the
accompanying separate interim financial statements do not present fairlv, in all material
respects, the separate financial position of the Company as at March 31, 2012, and of its
separate financial performance and cash flows for the three-month then ended in accordance
with Egypt:an Accounting Standards.

Emphasis of matter

Without qualifying our opinion

- Regarding to what has been mentioned in details in Note No.(17-c) related t total investment

that had been paid for the joint venture in Syria through the related parties acccunts amounting
to L.E 432.5 million approximately as at March 31, 2012. The Company was mnable to obtain
the appropriate data, which could enable it to disclose the effect of the curren: evenzs on The
Arab Republic of Syria on the values of the assets, liabilities and the results of cperations in the
foreseeable future, since these amounts and results may differ significantly in the fcreseeable
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future when reliable indicators and signs become available, which enable the use of those
indicators and signs in determining the extent and the impact of the current =vents on the
carrying vzlue of the assets and liabilities included in the financial statements. The Company’s
management believes that its investments in Syria are totally covered by the aet value of the
assets and properties of the joint venture projects in Syria, and the Company’s mznagement has
no reason to make it believe that these related parties debit balances need to be impaired
despite the events that Syria encountering currently.

- On March 29, 2012 Sixth of October for Development & Real Estate Projects Co. “SOREAL”

(Subsidiary 99.99% owned to Sixth of October for Development and Investmreat Company
“SODIC”) and related to what has been mentioned in details in Note No.(8) iavestments in the
Subsidiary Company amounted to L.E 517 334 516 as at March 31, 2012, has received a letter
from the Urban Communities Authority (New Cairo City) dated as march 14, 2012 stating that
the main real estate committee in its session No. 9 as at January 18, 2012 has d=cided to cancel
the allocation of land plot No. 16 in the investees north extent area which i3 allocated to the
company and revocation of the contract dated March 13, 2005 and arpendix dated
September 3, 2006 and this is because of the fact that the Company has not committed to
execute the project till to date. The Company’s management and its external legal consultant
believe that the cancellation of allocation decision is against the provisions of law. Specially
that the land at this condition cannot be considered actually handed over to -he Company,
according to sentence of state council which judged in a similar case that as tre government
agencies d-d not provide the main utilities to the land according to what is agreec upon in the
contract, it means that the actual delivering concept of the land did not really achieved.
Accordingly, the Company’s management and its legal consultant believe that tte cancellation
decision is against the provisions of law.

As a result of what have been mentioned above, no impairment loss relating to investment in
Sixth of October for Development & Real Estate Projects Co. “SOREAL” wes rzcognized in
March 31, 2012.

M tfrnddn

KPMG Hazem Hassan

Caro, May 29, 2012



Sixth of October for Develop ment and Investment Company “SODIC”

(An Egyptian Joint Stock Company)

Long - term assets

Fixed assets (net)

Projects under construction

Investments in subsidiaries

Investments - available for sale

Investment properties (net.

Advance payments for investment properties acquisition
Trade and 10tes receivable (net)

Total long - term assets

Current azsets

Completed units ready for sale
Works in rocess

Trade & netes receivable (net)
Due from mlated parties
Debtors & other debit balences
Investmenss - treasury bills
Investmenss - held for trading
Cash at baaks & on hand

Total cursent assets

Current Imbilities

Provision or completion

Provisions

Bank - credit facilities

Customers advances

Contractoss, suppliers & notes payable
Due to related parties

Creditors < other credit balances

Total cur-ent liabilities
Working :apital
Total investments

These investments are financed as follows:-

Shareholders' equity

Issued & aully paid in capital

Legal resarve

Special reserve - share premium

Retained earnings

Treasury chares

Shares ket for bonus & incentive plan

Set aside amount for bonus & incentive plan
Net profit-for the period/(loss) for the year
Total shareholders' equity

Long-term liabilities

loans - long term

Notes payable

Deferred ax liabilities

Total lonz-term liabilitizs

Total shareholders' equity & long - term liabilities

Separace Balance Sheet

As a- March 31, 2012

Note
No.

(6)
)
@®)
)
(10
1n
(12)

(14)
15)
(16)
a7
(18)
(19)

(20)

1)
(22)
(23)
(24)
(25)
(26)
@n

(28)
(29
(30)

(€3]
(32
(33)

(34)
(35)
(36)

31/3/2012

L.E

96 799 780
642 496
520 844 496
4277 402
71 361 237
89 336 042
841720 176

Translation

31/12/2011
L.E

96 825 604
221076
520 844 496
4277 402
71 824 705
85812295
710 347 913

1624 981 629

1490 153 491

47277755 47 277755
1 555 684 031 1 584 564 290
1 055 998 535 874 350 663
1330852 092 1316 353732
315 381 693 289 186 508
51 888 503 -
10 071 385 =
339182773 405 167 744
4706 336 767 4 516 900 692
147 323 521 141 428 768
6183 203 6 160 541
84 879 521 51 256 820
2921 217 531 2719 659 029
130 339 507 124 666 917
59101 898 23614314
252 106 667 222 130 746
3601 151 848 3288917 135
1105184 919 1227 983 557

2730 166 548

2718 137 048

362 705 392 362705 392
181 352 693 181 352 693
1316 921 569 1316 921 569
512 544 421 635 902 754
(18 018 000) (18 018 000)
(80 000 000) (80 000 000)
25 267 256 25267 256
20 496 990 (123 358 333)
2321 270 321 2300 773 331
301 548 625 301 548 625
105 581 686 113 925 270
1765916 1889 822
408896 227 N\ 417 363 717

2730 166 548

2718 137 048

* The accampanying notes from (1) to (54) are an integral part of these separate financial statements aid to be r

Financial Administrative E.Director

k Mr. H;g Henry
* Review Report "attached”

Chief fina;

al

ad therewit]




Sixth of October for Development and Investment Company ‘“SODIC”

(An Egyptian Joint Stcck Company’
Separate Income Statement

Sales (net)
Cost of sales

Gross profit
Other operating r=ventes

Selling and mark=ting =xpenses
General znd administrativs expenses
Other operazing €xpenses

Operat-ng arofit / (loss)

Finance income
Finance cost

Net finance incecme

Net (cost) / prafit for the period - before income tax

Income tax beneit / (expense)
Net prefit for the period
Earnings per share (L.E / Share)

For The Financial period Ending March 31, 2012

Note
No.

(37
(38)

(39
(40)

(41)
(42)

(43)
(44)

(45)

(46)

Three-Month Ending = Three-Month Ending
31/3/2022 31/3/2011
L.E L.E
266 545 357 37 090 234
(195 866 768) (33 935 924)
70 678 589 3154310
19372 334 19 125 394
(20 000 860) (11 251 432)
(36 123 794) (23 334 003)
(4 589 520) (204 086)
29 300 749 (12 509 817)
5358110 22 538 340
(14 285 775) (6 698 213)
(8 927 665) 15 840 127
20 373 084 3330310
123 906 (2 136 279)
20 436 990 1194 031
023 0.013

Trarslation

* The accomrpanying notes from (1) to (54) are a1 integral part of these separate financial statements and to be read therewith.
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Sixth of October for Develop t and I tment Company "SODIC"
(An Egyptian Joint Stock Company)

Eeparato Statoment of hanges in Kyuity
For The Financial Period Ending March 31, 2012

Issucd & paid in Tegal Special reserve- Treasury Shares kept for Set aside amount for Retained Net (loss) / profit for
capital reserve share premium shares bonus & incentive plan honus & imcentive plun eutuligs yoar/poriod Lol
LE LE LE LE LE LE LE LE LE
Bulunce as at January 1, 2011 362 705 390 181 352 695 1316 921 569 - ( 80 000 000) 10 750 000 143 620 159 357 355 751 2600 714 564
Share capital increase and share issuance premium 2 (2 - - - 2 2, 1 o
Amount transferred to retained earnings b = 4 2 - 5 192 273 595 (192 273 595) &
Set aside amount for bonus & incentives plan during the year - = - = - 1250 000 £ 2 1250 000
Lmployaon and sharehalders dividands Y - - - = - - (159 882 156) (159 882 156)
Stock dividends of bonus & i ives plan w2 3 7 2 - 5281 230 5 (§ 200 000) h7 756
Treasury shares purchase e - - (18 018 000) . & = 2 (18 018 000)
Net loss for the year i - - - o = > (123 358 333) (123 358 333)
Balance as at December 31, 2011 362 705 392 181 352 693 1316 921 569 (18 018 000) (80 UUUI)U—UJ. 25 207 130 625 902 764 ( 113 358 nT) 2300 773 331
Amount transferred to retained earnings - - - - = 5 (123 358 333) 123 358 333 <
Net profit 1of (g perlod 8 . A - - 20 496 990 20 496 990
AL 4 4t Maili 01, 2018 362705 392 181352 693 1316 921 569 (18 018 000) (80 000 000) 25267256 512 544 421 20 496 990 2321 270 921

* The accompanying notes from (1) to (54) are an integral part of these separate financial statements and to be read therewith.




Translation
Sixth of October{or Derelooment and Imvestment Company “SCGBIC”’
(An Egyptan Joint Stock Company)
Separate Statement of Cash Flows
For The Fimcizl Period Ending March 31, 2012
Three-Month Ending Three-Month Ending
31/3/2012 31/3/2011

Note L.E LE

No.
Cash flows from eperating acfivities
Net profitfor the =-iod before mcome tax 20373 084 3320310
Adjustments for =
Depreciat on cf fixed assets anc re1-ed units 3730192 945 826
Depreciaton cf invesiment propertizs 463 468 =
Capital gzin/loss 24 205 + 103)
Provisions formed 22) 22 662 =
Provision for com>Etion - form=d 16 037 651 3 060 336
Amortized notes r=cievables (4 269 233) =
Amortized notes payables 2747 887 T
Revaluation result of held for tmdirg investments i (1 049 890)
Share-based payments (33%(5D o 1 250 000
Interest imcome (3 051 637) 5
Interest expense 11 537 889 g
Operatieg profi- before chamges in working capital items 47 616 168 7 536 479
Changes in working capital iems
Change & units r=zdy for sale 5 (265 580)
Change I work i1 p-ccess 28 880 259 ( 114 951 665)
Change in trade & notes receivzbes (308 750 902) 208 (37 740
Change m due fren related pa-ties (14 498 360) y
Change  debtors & other detit telances (25 564 868) 24 297 614
Provisioas for wers completion - 1sed 21 (10 142 898) (2953 538)
Change n advan=es from cusom=-s 201 558 502 (86 697 831)
Change n contraciors, suppliers & notes payable (5418 881) 18 466 148
Change n due tc r=lated parties 35487 584 (77 €00 882)
Change in creditoms & other caed?t balances 29975921 1 766 533
Change in restricted cash (20-D (50 090 000) =
Net casa (used i operating ac-ivities (70 947 475) (22 374 982)
Cash flows from investing a-tivifies
Payments for pu-chase of fixed assets & projects undzr construction (4236 055) (8 254 628)
Paymerds for acquisition of i—ves@ment properties (11 (3523 747) (3 141 322)
Paymerts for purchase of tressury bills (51888 503) =
Paymerts for purchase of held fcr trading investments (10071 385) 7
Proceecs from sake of fixed asse's 86 062 6 542
Interest income - -ollected 2421 320 -
Net cash (used ic) investing ac-#vities (67 212 308) (11 289 408)
Cash fows from financing act vities
Proceeds from bars & banks - benk credit facilities 345 33 622701 <266 083
Interes expense - paid (11 537 889) X
Net cash proviled from finandag activities 22084 812 4266 083
Net change in 2zsh & cash 2quivalents during the period (116 074 971) (25398 307)
Cash & cash ecuivalents at tae S2ginning of the period 350969 744 66) 350 370
Cash & cash exjaivalents at the end of the period (20) 234 894 773 63) 952 063

* The accomparying notes from (1) to (54) are an integral part of taese s=parcte financial statements and to be re=d ther=with.
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Sixth of October for Development and Investment Company “SODIC”
(An Egyptian Joint Stock Company)

Notes to the separate financial statements
For the financial period ending March 31, 2012

Background and activities

Sixth of October for Development and Investment Company “SODIC” — An
Egvptian Joint Stock Co. — was incorporated in accordance with the provisions of
Law No. 159 of 1981 and its Executive Regulations and considering the provisions
of _aw No. 95 of 1992 and its Executive Regulations and by virtue of the decree of
the Minister of Economy and International Cooperation No. 322 of 1996 issued on
Meay 12, 1996. The Company was registered in Giza Governorate Commercial
Rezistry under No. 625 on May 25, 1996.

1-2 The Ccmpany’s purpose is represented in the following:

Working in the field of purchasing lands for the purpose of providing utilities for
them and making them ready for building, dividing these lands and selling or leasing
them.

Working in the field of construction, integrated construction and supplementary
warks for it.

Planning, dividing and preparing lands for building acccrding to modern building
techniques.

Building, selling and leasing all various kinds of real estate.

Developing and reclaiming lands in the urban communities.

Working in the field of tourist development and in all tourist establishments field
including, building , managing , selling or utilizing hotels, motels and tourist villages
in accordance with applicable Egyptian laws and regulations.

Building, managing, selling and leasing — out of the residential, service, commercial,
inJustrial and tourist projects.

Importing and working as trade agents for that is permitted within the limits of the
Company’s purpose.(Not with the purpose of trading)

Fmancing lease in accordance with Law No. 95 of 1995.

Working in all fields of information technology and systems, hardware and software
(computer software and services).

Working in all fields of services of communication systems, internet, space stations
and transm:ssion except for the field of satellites.

Irvesting in the various activities related to petroleum, gas and petrochemicals.
Working in the field of coordinating and planting the gardens, roads and squares and
also providing security, steward - ship, maintenance and cleaning services.

Working in the field of ownership and management of sporting, entertainment,
medical, educational buildings and also ownership, management and operating of
restaurants.

In addition, the Company may have interest or participate in any manner whatsoever
with companies or others which have similar activities or which may assist it to
acaieve its purposes in Egypt or abroad. Also it is entitled to merge into or acquire
these companies or make them its subsidiaries in accordance with the provisions of
law and its executive regulations.



Translation from Arabic
Sixth of Octobzr for Development and Investment Company “SODIC”
‘An Egyptian Joint Stock Company”
Notes to the separate financial statements
For the financal period ending March 31, 2012 (Cont.)

1-3 The Company's duration is 50 years starting from the date of registration in the
Commercial Registry.

1-4 The Company is listed in the formal listing in Cairo ard Alexand-ia Stock Exchanges.

1-5 The registered office of the Company is located at Km. 38 Cziro / Alexandria Deseret
Road, Sheikh Zayed City. Mr. Maher Rafeek Maksoud is tke Deputy Chairman and
Managmng Director of the Company.

2- Basis of preparation of the financial statements

2-1  Statemwent of compliance

These separate financial statements have teen prepared in accordance with Egyptian
Accounting Standards and relevant Egyptian laws and regulaticns.
2-2  Basis of measurement

The separate financial statements have been prepared on historical cost basis except
for the following:

- Held for trading investments measured a- fair values.

- Available-for-sale investments mezsured at fair values.

- Liabilities for cash settled share - based payments trensactions measured at fair
values.

2-3 Functional currency and presentation currency

Th= separate financial statements are presented in Egyptian Pound which is the
Campany’s functional currency.

24 Use of estimates and judgments

The preparation of the separate financial statements in -onformity with Egyptian
Accounting Standards requires management to make judgments, estimates and
assumptions that affect the application of policies and repo-ted amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based
on historical experience and various other faczors that are believed to be reasonable
under the circumstances, the results of which form the basis of making the judgments
about the carrying values of assets and liabilities that are rzadily apparent from other
sources. Actual results may differ from these estimates.

- The estimates and underlying assumptions are reviewed om a going basis.

- Revisions to accounting estimates are recognized in the year in which the estimate is
-evised if the revision affects only that year or in the year of the revision and future
years if the revision affects both current and future years.

The following are the most significant items for which estimates and judgments are
used:

- Provisions for claims

- Fixed assets useful life

- Deferred tax

- Accruals

- Provision for completion

- Valuation of investment in subsidiaries

- Valuation of investment properties

- Impairment of debtors and other debit balances

- Impairment of fixed assets




Translation from Arabic

Sixt1 of Oobzr for Development and Investment Company “SODIC”
“Ar. Egyp*.an Joint Stock Company”

Notzs to thz separate financial statements
For the financal period eading March 31, 2012 (Cont.)

2-5

3-1

k)

Consolidated financial statement

Tae Company has subsidiaries and according to the Egyptian Accounting Standards
No. (17) "consolidated and separate financial statements" and Article 188 of the
executive regulations for Companies’ law No. 159 of 1981 , -he Company is preparing
consolidated financial statements for the Group and it shoulc be used as a reference to
taderstand the financial position, financial performance and cash flows for the group
as a whole.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods
oresented in these financial statements:-

Foreign currency transactions

Transactions in foreign currencies are translated at the fore-gn exchange rate prevailing
at “he date of the transaction. Monetary assets and liabilizies denominated in foreign
currencies at the balance sheet date are translated to Egvptian Pound at the foreign
sxchange rate in effect at that date. Foreign exchange differences arising on translation
are recognized in the income statement. Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign currency ace translated using exchange
ratz at the date of the transaction.

Fixed assets and depreciation

Recognition and measurement

Fixed assets that are used in production, providing goods and services or for
administrative purposes are stated at historical cost less accumulated depreciation
and impairment losses (note No. 3-10). Cost includes expenditures that are directly
attributable to the acquisition of the asset and necessary to have the asset ready for
usz in the purpose for which the asset was acquired.

Where parts of an item of fixed assets have different useful lives, they are accounted
for as separate items of property, plant and equipment.

The assets under construction for production or rent or administrative purposes are
rezistered at their cost less impairment losses, where the cost includes professional
fess and all other direct expenditures that are directly att-ibutable to the acquisition
of the asset. Thus, calculation of depreciation begins when the asset is substantially
completed and ready for its intended use.

The cost of self-constructed assets includes the cost of materials, direct labor and any
other cost directly attributable to bringing the asset to & working condition for its
intended use, and the costs of dismantling and removing the items and restoring the
site on which they are located.

Sabsequent costs

The Company recognizes the cost of replacing part of an item in the carrying amount
o- such an item of fixed assets, after disposal of the cost of this replacing part, when
that cost is incurred and if it is probable that future economic benefits will flow to the
Company as a result of replacing this part of such an item and the cost can be
measured reliably. All other costs are recognized in the income statement as an
expense as incurred.



Translation from Arabic

Sixth o5 October for Development and Investme1t Company “SODIC’
“An Egyptian Joint Stock Company”

Notes to the sevarate financial statements
For tke financ.al period ending March 31, 2012 (Ccnt.)

c)

3-4

a)

b)

a)

Depreciation

Depreciation is charged to the ircome statement on a straight-line basis over the
estimated useful lives of each part of Property, plant and equipment. The estimated
useZul lives are as follows: (Land is not depreciated)

Asset Years
Buildings of the Company’s premises 5-10
Vehicles 5
Furniture and office equipment 10
Office equipment and communications 5
Generators, machinery and equipment 5

Leasehold improvements 5 o- lease term whizhever is lower

Projects under construction

Prcjects under construction are recognized -nitially at cos:. Cost includes all
expenditures directly attributable to bringing the asset to a working condition for its
intended use. Projects under conmstruction are transferred to property, plant and
equipment caption when they are comgleted and are ready for their intended use.

Investment properties

Initial recognition and measirement

Tkis item includes lands held and not allocatec for a specific purpose, or lands held
for sale on long term as well as the lands and buildings lezsed to others (by virtue of
operating leases). Real estate investments are valued at cost less the accumulated
depreciation and impairment. The fair value of these investments are disclosed at the
balance sheet date unless if there are cases where the fair value of these investments
are difficult to be determined in a reliable meznner. In this czse such fact shall be
disclosed.

Depreciation

Depreciation is charged to the incom= statement on a straigat-line basis over the
estimated useful lives of each tvpe cof investment properties. The estimated useful
lives are as follows:

Asset Years
Leased out units 50
Constructions of golf course 20
Lrigation networks 15
Golf course tools and equipment 15

Investments

Investments in subsidiaries

Subsidiary companies are the =ntiti=s in which the “Company” investor has the
ability to control its financia. and operating po icies of the entity this ability exists by
possessing half of the voting power or more in the related subsidiary.

Investments in subsidiaries are stated — when acquired — at its acquisition cost. If a
decline in the recoverable amount =xists fo- any investment below the carrying
amount “Impairment” (note No. 3-10), the carrying amount of the investment will be
adjusted by the amount of such impairment and will be charged to the income
statement for each investment.




Translation from Arabic

Sixth of October for Development and Investment Compa=ry “SODIC”
“An Egyptian <oint Stock Company”

Notes to the separate financial statements
For the financial period ending March 31, 2012 (Cont.)

b)

c)

tn
1
Q

Avai_able -for- sale investments

Finencial instruments held by the Company and classified as available-for-sale
investment are initially stated at cost and subsequently measured at fair value(unless
this cannot be reliably measured). Changes in fair value are reported as a separate
corrponent in equity. When these investments are dereccgnized, the cumulative gain
or loss previously recognized in =quity is recognizd in income statement.
Investments in unlisted securities or where the fair value of investment can not be
Jetermined in a reliable manner such investments are staied at cost less impairment
losses (note No. 3-10). Impairment lcss is recognized directly in the income
stat=ment

Financial instruments classified as available-"or-sale investments are recognized /
derecognized by the Company on the date it commts to purchase / sell the
investments.

Held for trading investments

Held for trading investments are classified as current assets and are stated at fair
valiae. Any gain or loss resulted from the change in fair value or sale of such
inv=stment is recognized in the income statement.

Treasury bills is recognized by the net velue less amortization and impairment losses
(nate No. 3-10).

Units ready for sale

Units ready for sale are stated at the owe=r of -ost or ne: realizable value. The cost is
etermined based on the outcome of multiplving of the total area of the remaining
completed units ready for sale at the balance sheet date Sy the average meter cost of
these units (represents the cost of meter of lard, utilities, building and other indirect
expenses).
The net realizable value is determimed based on the selling price on the ordinary
course of business less the estimatec costs for the completion and any other
necessary costs to complete the sale.

Work in process

All costs relating to uncompleted work are recorded in work in process account till
the completion of work. Work in process is stated in the balance sheet at cost or net
realizable value whichever is lower. Costs include directly a:tributable cost needed to
br ng the units to the selling status fcr their incended use

Trade and notes receivables, debtcrs and other debii balances

Trade and notes receivables are nor- irterest bearing and are stated at their nominal
velue and reduced by impairment lesses note (3-10). Impairment is recognized when
there is objective evidence that the Company is not ab.e to collect the due amounts
according to the original terms of ccntracts. Impairment is tae difference between the
book value and the recoverable amount whizh represents the expected cash in flow
fcr the Company.

Long term trade and notes receivables are initially recognized at fair value and
subsequently re-measured at amortized cost using effective interest rate method.

1k




Translation from Arabic
sixth of October for Development and Investment Company “SODIC”
“An Egyptian ‘oint Stock Company”
Notes to the separate financial statements
Zor the financl period ending March 31, 2012 (Cont.)

3-9  Cash and cash equivalents

For the purpose of preparing statement of cash flows, cash and cash equivalents
comrprise cash at banks and on hand, time deposits which have maturity date less than
thres months from the purchase date. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management.

3-10 Imnairment of assets

a) Financial assets

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

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

Individually significant financial assets are tested for impairment on an individual
basis. The remaining financial assets are assessed collectively in groups that share
similar credit risk characteristics.

All impairment losses are recognized in income statement. Any cumulative loss in
respect of an available-for-sale financial asset recognized previously in equity is
trensferred to income statement.

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

b) Nonr-financial assets

The carrying amounts of the Company’s non-financial assets, other than, investment
property, units ready for sale and deferred tax assets, are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such
indication exists then the asset’s recoverable amount is estimated. For goodwill and
intangible assets that have indefinite lives or that are not yet available for use,
recoverable amount is estimated at each reporting date.

An impairment loss is recognized if the carrying amount of an asset or its cash-
geaerating unit exceeds its recoverable amount. A cash-generating unit is the smallest
identifiable asset group that generates cash flows that largely are independent from
other assets and groups. Impairment losses are recognized in the income statement.

Tte recoverable amount of an asset or cash-generating unit is the greater of its value
in use and its fair value less costs to sell. In assessing value in use, the estimated
fucure cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks
specific to the asset.
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An impairment loss in respect of goodwill s not reversed. In respect of other assets,
impairment losses recognized in prior pericds are assessed at each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only -o the extent that the asset’s carrying
armount does not exceed the carrying amourt that would hav= been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

3-11 Previsions

Provision is recognized in the balance sheet wren the Company has a present legal or
constructive obligation as a result of past even:, and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material,
provisions are determined by discounting tae expected future cash flows at a pre-tax
rate that reflects current market assessmert of the time value of money and, where
appropriate, the risks specific to the liability.

Provisions are reviewed at the balance shest dats, and revised - when necessary - to
reflect the current best estimate.

a- Provision for completion

A provision for completion of work is fo-med at the estimated value of the
corapletion of the projects (relating to tae units deliver=d to customers and the
cormpleted units according to the contractual terms and conditions and the completed
units for which contracts were not concluded) tais is based on technical studies and
measurement to estimate the cost, which are prepared by the Company’s technical
d=partments .The necessary provision is reviewed at the end of each reporting period
till finalization of all the project works.

3-12 Borrowing costs

Borrowing costs are recognized as expense in the income statement when incurred
usmg the effective interest rate.

3-13 Interest —bearing borrowings

Interest — bearing borrowings are recognized mitially at fair value, net of attributable
transaction costs incurred. Borrowings are subsequently stated at amortized cost, any
differences between cost and redemption vzlue are recognized in the income
statement over the period of the borrowing using the effect ve interest rate.

3-14  Suppliers, contractors and other credit balances

Suppliers, contractors and other credit balances are stated t cost.
3-15  Skare capital

Common shares are classified in the owners' equity.
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3-16

a)

b)

Issuance of ordinary shares

Incremental costs directly attributeble to issue of new ordinary shares are recognized
as a deduction from equity net of income tax ,if any,.

Treasury shares

[ case of repurchase of the Comrany’s own shares, the amounts paid for repurchase
inciudes all the direct costs attmibutable to the repurchass and such amount is
classified as treasury shares deducted from the shareholders equ ty.

Dividends
Dividends ars recognized as a liability in the year in which they are declared.

Finance of the incentive and bonius plan

Equity shares issued for the purpose of the incentive anc bonus plan of the
Company’s employees and managers which are financed ty the Company are
presented as shares kept for incentive and bonus plaa and are ircluded in equity. The
resalting outcome from sale of these shares is recognized in equity.

Reserves
As per the Companies' law and the Company's art.cles of incorporation, 5% of the

net profit of the year is set aside to form th= legal reserve.

Transfer to the legal reserve may be suspended once the reszrve reaches 50% of the
—ompany's issued capital. However, if the reserve balance falls below 50% of the
Zampany's issued capital then transfers to the legal reserve tecome required to be
~esumed.

The transferred amount can be recorded at the period in wh ct the general assembly
authorized such transfer.

Share — based payments transacztions

Equity settled share — based payments

Tte difference between the grant date fzir value of shares end the amount incurred by
the beneficiary of the employees ard managers bonus and incentive plan is
recognized in the income statement cver the year that the beneficiaries become
unconditionally entitled to these shares. “he expected numder of beneficiaries from
the plan and the extent of their tenefit ar= reviewed at the financial statements date.
Necessary changes are made fcr the exoense to reflect the best estimate and the
carresponding amount is included in eguity under “set aside amount for the bonus
ard incentive plan” caption.

Cash settled share - based payments

Share Apprzciation Rights are granted to some of the Compary’s directors as part of
their salaries and compensation package that entitles them tc future cash payments
bzsed on the increase in the share price of the Company over determined level for
certain year of time. The amoun: or the value of tke purchased services and incurred
liabilities is measured at the fair value of the said liability anc until the settlement of
stch liability, the Company re-measures the fair value of the liability at each
financial position date and at settlement date and takes into account any changes in
the recognized fair value of the liability in the income staterent.
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3-18

a)

b)

c)

d)

3-13

3-20

a)

Notes payable
Notes payable are stated at amortized cost vsing the effective interest rate method.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and

& r=cognized when it is probable that the futare economic benefits associated with
the transaction will flow to the company and the amourt of the revenue can be
measured reliably. No revenue is recognized if :here ars uacertainties regarding the
recovery of the consideration due or associated costs.

Sales revenue

Revenue from sale of residential units, offices, commercizal, service units and villas
Zor which contracts were concluded is recorded when all the ownership risks and
“ewards are transferred to customers upon the actual delivery of these villas and units
whether the said villas and units have been comoleted or semi — completed. Revenue
“rom sale of lands is recorded upon the delivery of the sold land to customers and the
ransfer of all the ownership rewards and risks to buyer. Net revenue from sales are
recorded after deducting discounts and sales r=tarns. Net sales are represented in the
selling value of units and lands delivered tc customers after excluding the future
int=rests that have not been realizzd till the ba ance sheet date and after deducting the
value of sales returns (represented in thz scleable value of the sales returns less
un-ealized interests that have been previously excluded from the saleable value), and
also, after excluding the value of any given discounts to the customers. The discounts
are recognized as other operating expenses.

Rental income

Rental income resulted from investment properties (less any discounts) is recognized
in the income statement on a stra-ght-line Jasis over the terms of the lease.

Interest income

In-erest income is recognized in the income statement, asing the accrual basis of
accounting, considering the pericd of time and effective in-erest rate.

Dividends

D:-vidends income is recognized in the income statement on the date the Company’s
right to receive payments is established.

Cost of sold lands

The cost of the sold lands is computed based on the valus of the net area of land in
acdition to its respective share in road areas as determined by the Company’s
technical management, plus its share of all cpen area cost, service areas and cost of
installation and utilities.

Expenses
Lease payments

Payments under leases are recognized ir the income statzment (less any discounts),
01 a straight-line basis over the terms of the lease, using the accrual basis of
accounting.
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3-21

Embplovees’ pension

Pension obligations

The Company contributes to th= government social msurance system for the benefit
of its personnel in accordance with the social insurance law No. 79 of 1975 as
emended. Under this law, the employees and the employers contribute into the
system on a fixed percentage-of-salaries basis. Tke Company’s liability is confined to
the amount of its contribution. Ccntributions are cherged to income statement using
the accrual basis.

En-ployees’ profit sharing

As per the Companies Law, erployees are entitled to receive not less than 10% of
the distributed profits, after deducting a percentage to siapport the legal reserve,
according to the rules propossd the Company’s board of directors and after the
aprroval of General Assembly Meeting which should not exceed the total
employees’ annual salaries.

Emrployees’ share in profit is recognized as dividends of profit and shown in the
statement of changes in equity and as a liability in the finencial period at which the
declaration has been authorizec by the shareholders.

Income tax

Income tax on the profit or loss for the psriod/year compr-ises current and deferred
tax. Income tax is recognized in the inccme stateraent except to the extent that it
relates to items recognized directly in equity, in which case it is recognized in equity.

Current tax is the expected tax payable on the n=t texable income for the year, using
tax rates enacted at the balarce sheet dete, and a1y adjustment to tax payable in
respect of previous years.

De“erred tax is recognized using the balance sheet method, providing for temporary
differences between the carryirg amounts of assets and liabilities for financial
reporting purposes and the emounts used for taxation purposes. The amount of
deferred tax assets/liabilities provided is determined using tax rates enacted at the
balance sheet date.

Deferred tax assets are recogmized only to the extent tha: it is probable that future
taxable profits will be available against which the esset cen be utilized. Deferred tax
assets are reduced to the exten: that it is no lonzer probable that the related tax
benefit will be realized in the future years.

Earnings / (losses) per share

Earning / (loss) per share is calculated bty dividing the profit or loss attributable to
ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the period/year.

Determination of fair values

The Company’s accounting policies and disclosures require the determination of fair
value, for both financial and ron-financial assets and liabilities. Fair values have
been determined for measurement and / cr dsclosuse purposes based on the
following methods. Where applicable, further irformation about the assumptions
made in determining fair velues is disclosed in the notes specific to that asset or
l-ability.
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4-2

Investments in equity instruments

The fair value of held for trading investments and available -fo-- sale investment is
determined by reference to market value declared to these shares in stock market at
the financial statements date.

Trade, note receivables and other debtors

The fair value of trade, notes receivable and other debtors i3 est mated as the present
value of future cash flows, discounted at the market rare cf int=rest at the financial
statements date.

Investment property

The fair value is based on market values, bzing the estimated amount for which
property could be exchanged on the date of veltation betw=zen a willing buyer and a
willing seller in an arm’s length transactior. after proper marketing wherein the
parties had each acted knowledgeably , pruden:ly anc in free we 1.

Share — based payment transactions

Th= fair value is determined by reference to market value declared at the balance
sheet date without deducting the cost related to transactions.

Fimancial risk management

The Company has exposure to the following risks from its use of financial
instruments:

e credit risk
¢ liquicity risk
e market risk

TLis note presents information about the Company’s exposure to each of the above
risks, the Company’s objectives, policies and processes for measuring and managing
rick, and the Company management of capital. Furtker quantitative disclosures are
included throughout these financial statements.

The Board of Directors has overall responsibility fcr the establishment and oversight
of the Company’s risk management framework. Th= management also identifies and
aralyzes the risks faced by the Company, to set approprizcte risk limits and controls,
ard to monitor risks and adherence to limits.

The Company, aims to develop a disciplined and constructive zontrol environment in
which all employees understand their roles and obligatioas. The Board of Directors
of the Company is assisted in its oversight role by the Audit Committee and Internal
Audit. Internal Audit undertakes both regular and sudden reviews of risk
mmranagement controls and procedures, the resulkt of which are r=ported to the Board of
Lirectors.
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Cred:t risk

Credit risk is the risk that one party to a firancia_ instrument will fail to discharge an
obligation and cause the other party to :ncur financial loss. This risk is mainly
associated with the Company’s customers and other receivables.

Trede and other receivables

The Group’s exposure to cr=dit risk is influenced mainly by the individual
characteristics of each customer. The demographics of the Company’s customer base,
inc_uzing the default risk of the industry.

Alrmest all of the Company’s revenues is zttribuzable to sales transaction with a vast
group of customers. Therefore. demographically, there is no concentration of credit
risk. ‘

The Company’s management has established a credit policy under which each
custcmer is subject to credit valuation before tte Company’s standard payment and
delivery terms and conditions are offered to him. The Company ottained advance
paym=nts and cheques covers for the full sales value in advance and before the
delivery of units to customers. No previous 1osses were observzd from transactions
with customers.

Sales of units are made subject to retention of t'tle clauses and the ownership title is
traasferred after collection of -he full sales valie. In the event of non-payment, the
un:t is returned to the Company and the amouats collected from: custcmers are repaid
at the default date after deducting a 5 % to 10 % of this value.

Investments

The Company manages the risk via condicting a detailed investment studies which
reviewed by the board of dirzctors. Corpany’s management does not expect any
coJrerparty to fail to meet its obligation.

Guarantees

Tre Company’s policy is to provide financial guarantees only to subsidiaries, it
ne=dzd, and after the approval of the board of directors. At March 31, 2012, no
guarantees were outstanding.

Liquidity risk

Laquidity risk is the risk that the Company will not be able to meet its financial
otlizations as they fall due.

The Company’s approach to managing liquidity is to ensure, as far as possible, that it
will always have sufficient liquidity to meet its liabilities waen cue , under both
normal and stressed conditicns, without incurring unacceptable losses or risking
demage to the Company’s repitation.

The Company ensures that it has sufficient cash on demand to meet expected
operational expenses for app-opriate period of time including the -ost servicing of
financial obligations; this excludes the potential impact of extreme circumstances
that cannot reasonably be predicted, such as na-ural disasters.

Ir addition. the Company maintains the following lines of credit:
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e L.E 435 million as long-term I>ans guaranteed by a promissory note amounting to the

whole amount of the loan. Interest would be payable at the rate of 2.85 % per annum
abcve the CORRIDOR of borrowing rate declared by the Central Bank of Egypt.
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