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Limited Review Report
Export Development Bank of Egypt
On the Consolidated interim financial statements as at Sep 30, 2019

To the Board of Directors of Export Development Bank of Egypt

Introduction

We have performed a limited review for the accompanying consolidated financial statements of
Export Development Bank of Egypt (S.A.E.), which comprise the consolidated balance sheet as at
September 30, 2019 and the related consolidated statements of income, consolidated statement of
other comprehensive income, changes in equity and cash flows for the Three months then ended
on that date, and a summary of significant accounting policies and other explanatory notes.
Management is responsible for the preparation and fair presentation of these consolidated interim
financial statements in accordance with central bank of Egypt's rules, pertaining to the preparation
and presentation & the financial statements and it's amendments, issued on December 16, 2008
and it’s amendments according to issued instructions on 26 February 2019 and in light of the
prevailing Egyptian laws related to these interim financial statements, Our responsibility is to
express a conclusion on these consolidated interim financial statements based on our limited
review.

Scope of Limited Review

We conducted our limited review in accordance with Egyptian Standards on Review Engagements
2410, "Limited Review of interim Financial Statements performed 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 accounting matters in the company, and applying
analytical and other limited review procedures.

A limited review is substantially less in scope than an audit conducted in accordance with Egyptian
Standards on Auditing and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identifies in an audit.

Accordingly, we do not express an audit opinion on these consolidated interim financial
statements.



Conclusion

Based on Qur limited review nothing has become to our attention causes us to believe that the
accompanying consolidated interim financial statements do not present fairly, in all material
respects, the consolidated financial position of the company as at September 30, 2019 and its
consolidated financial performance and its consolidated cash flows for the period of Three months
then ended in that date in accordance with central bank of Egypt's rules, pertaining to the
preparation and presentation & the financial statements and it's amendments, issued on December
16, 2008 and it’s amendments according to issued instructions on 26 February 2019 and in light
of the prevailing Egyptian laws related to these interim financial statements.

Banks® Auditors
DR. Ahmed Moustafa Shawki Salwa Younis Saied

MAZARS Moustafa Shawki General Manager
Central Auditing Organization

Cairo, November 13, 2019
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Consolidated Balance Sheet
As at September 30, 2019

Assets

Cash and due from Central Bank of Egypt
Due from banks

Treasury bills and other governmental notes
Financial Assets at Fair value through P&L
Loans and advances to customers

Loans and advances to Banks

e .

- at Fair value through OCI

-Amortized cost

Financial investments in subsidiaries and associated co.

Intangible assets
Other assets
Fixed assets
Real estate Investment
Deferred tax
Total Assets
ilities and sh ui
Due to banks
Customers' deposits
Financial Derivatives
Debt instruments
Other loans
Other liabilities
Other provisions
Deferred tax
Retirement benefit obligations
Total liabilities

Shareholders’ equity.
Paid up capital
Reserves

Retained Earnings

Non-Controlling interests
Total shareholders equi
Total liabilities and shareholders’ equi

The accompanying notes are an integral part of these financial statements.

Limited review report attached.

// Z
Mohamed Fatouh Emam

Head Of Financial Group

Notes

(12)
(13)
(4
(15
(16)
(16)

(18)
(18)
(19
(20)
1)
@2)
@3
(24)

(25)
(26)
17
7
28)
29
(30
(1)
(32)

(33)
(33

Sep 302019 [une 30,2019
EGP Th EGP Thousands
6,564,568 3,670,442
7,346,617 6,841,392
10,039,585 9,555,725
231,952 46,511
24,565,977 25,096,248
79,363 84,786
1,989,521 1,586,573
1,725,048 1,786,882
6,875 6,875
20426 19,009
1,270,170 1,168,259
674,343 661,401
304,023 304,002
9,893 1,005
54,828,361 50,829,110
4,165,309 2,334,197
42,175,931 40,072,588
750 V]
50,000 50,000
1,505,446 1,627,371
1,521,091 1,189,564
341,454 161,178
11,485 6,117
21,800 21,800
49,793,265 45,462,815
2,728,000 2,728,000
635,018 621,684
1,553,549 1,874,472
4,616,567 5,224,157
118,529 142,139
5,035,097 5,366,295
54,828,361 50,829,110
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Export Development Bank of Egygt

Consolidated Income Statement
For The Period Ended Sep 30, 2019

Notes Sep 30,2019 Sep 30,2018
EGP Thousands EGP Thousands

Interest and similar income (5) 1,575,200 1,268,843
Deposits and similar expenses {5) (1,044915) (846,529)
Net Interest Income 530,285 422,314
Fees and commissions Income (6) 96,304 95,601
Fees and commissions Expenses (6) (6271) {11,193)
Net income from fees & commissions 90,033 84,408
Dividends Income ] 2,076 2,110
Net Trading Income {8) 29,345 (9,753)
Profit (Loss) from Financial Investments (18) 2,639 (46,825)
Impairment of credit losses » 41,597 (11731)
Administrative expenses (10) (266,133) {192,349
Other operating income (expense) (11) (43591) 128,594
Net profit before Tax 386,251 376,768
Income Tax (112,474) (74,453
Deferred tax 1,603 578
Net profit for the period 275379 302,893
Bank's shareholders 270,1% 294958
Non-Controlling interests 5,184 7,935
Net profit for the period 275,379 302,893

The accompanying notes are an ntegral part of these financial statements.
Limited review report attached. 1/

Mohamed Fatouh Emam

Head Of Financial Group



"SIUDWD) RIS |RIDUBUL 9503 JO Jed |eadoun ue ok saj0u Suluedwonse o] e

9%05E0S 31148 BPSESST 4133 3124 0 ] 113114 are g THIE W poizad 3y Jo pus i Je 2duE|ey
[ 0 [ [} [] 0 ] [] [] 0 [] 0 pred spuapialg
BeEsi 1143 96r0eL 0 0 0 0 0 0 ¢ 0 0 Poua4 a1 oy woud 13y
G334 lesestt 9ELS 0 o o 0 0 o 0 1] 0 sBulLIEa PaulEla] o} palsajsuely,
1661 [ 0 TET [} 0 0 ] ] 0 ] ] [0 Yy3n0y3 2NjeA 1ie3 JOSIAIIYJIP Hjeh JIE) - ¥E) Pauaja)
SEHEL [ 0 61 0 0 0 ] [] 0 ] 0 DOy 32 seg ur Buetp 19y
[} ¢ loesi) 0 UL 0 0 ] ] [} [ [] pannbze Sassy-aasasay ysry Surueq o) passajsue.]
[} 9 1Bsrest 0 0 o 0 [ ] 0 85568 0 antasa] [eda) o) passajsuel)
0 q 0 ] 4 o ] ¢ ¢ 0 0 ] NIASAY S [EIA) 0) PaUI)SUR)]
] ] i8ee991l 0 0 0 0 B5£°991 ] 0 0 0 anasay Jende] o) pansajsuel]
Y6605 sz urnet T61'hE 19902 ] 506 v56'82 g W 19114 ooNeZL? 6107 Anf 1343 1 22uejeg
[LEE:) 0 0 {2 0 [] 6 T8 0 & ¢ ¥ [] wedun vogeardde gy
] ] 0 [} 0 loer e H06ER 0 lseyen 3 3 : nJasay sty Buiyueg [esuan o) IAISY GSH 4] pue aalasey |ersads Woy) paLisjsuel],
I W FnET et 1990 I 0 1 YFEE 18§71 301 0008242 1eak ay Jo Surnfag a1 1e auejeg
SpuEsnoy], §93 SPUESHOL 03 SPUSSHOILL J3 SPUESUNL 403 SPUESIOYL 403  SPUESTOUL D7 SPUESNOLL §)3 SPUESTOQL g3 SPUESHOL g3 SPUESNOYL 03 SPUESHOUL 457 SPUESaolf] 493
120 @noap
Sl dumm  amegge STSYPBY 6Sudl ARSIy
lewy QR0 PUERY O HonenEsn e sy sy dunjueg  smusay eide) sausasay (eads aamsay eRma) sy 1) ende)
L] sy dupjueg jezaua) Supjueq [RlUa) RIS
WL 0787 BELKST Ipa'11) {1474 ] ovEs0l 66¥0¢ HETE 114 [argls WL POLIZ 1 0 Pua 3t e dueey
3443 SE6'L BSEPEL 0 ] 0 0 " 0 ] [ 0 poLiag 3 Jo) yoad o
o9l 0 0 gl 9 0 ] ) 0 0 ¢ 0 4V JOSBUIIYIP AN[EA TE] - XT3 PALIBAQ
8628l 0 [ lees'zs) a 0 ] t 0 0 9 0 sy w afueys 1y
I6L'E i FIE [} 0 0 [} 9 0 0 0 0 sSiguIes pamEal 0] paLIajSuel),
] o lrira) [ 0 o ? 0 ] 0 144 0 13531 [ 0] PALIA)SURIE,
Ie} 1] 3 0 0 0 [ 0 [ 0 0 0 an3say jede) 0} pasrajsuea
19615 oot SIS 306761 ] 0 ool 860 w0g'3E L) o' 0008227 Teaf 2y Jo Bundaq aup Je 2uepeg
SPUESIOYE 47 SPUESROY] {3 SPUESROY] 4)3 SPUESMOYL 45 SPUESNOY) )T Spuesnoy] ¢)3 Spuesnoyl 4)F SPUeSacyl 413 SPuesnoql 403 SPUESNOq) 403 Spuesnoyl 403 spuesnoy] 473
SjnaiHAu
Sk suseg s SRSy paunby 65441 sy
[eoL WO gy ANCAE WIRPPY WY Y iy dupueg soarsayjende) saawsay (epads aassay jesavay awsay ey pende) LY
-uot : Jouonenjesds  Jupjueg eouan Supjueg (eRu) |63
JLEIVE =1

6107 ‘0€ do§ papug pouad Y], 1o,

Juw)e)§ Amnby sIapoyaIeyS Ul SIFUBY) PIIERPIOSUO))

1dABD o0 MuRg .-.:DF.RO.I)I.U odxg
T reTr—T e ¥ f (n= i Lo F L]

=T E R o




Export Development Bank of Egypt

Consolidated Cash Flows Statement
For The Period Ended Sep 30, 2019

Cash flows from operating activitles

Net profit before income tax
Adlustments to reconcile net profit to cash provided from operating actlvities:

Fixed Assets Depreclation

Intangible Assers Amortizadon

Investment property Depreciation

Reversal - [Impalirment of Credit losses

Less: impairment loss provision Banks

Investments through OCI lmpalrment

Reversal - Impairment of other Provisions

Capital Profits

Investments through P&L revaluation differences

Investments through OCI foreign exchange revaluation differences

Forelgn currencies revaluation differences of provislons fother than provislon for loans)
Dividends Income

amortization for Discount and premium for Financial Investments

Operating profit before changes In assets and liabllities used In operating actlvitles

Net decrease (Increase) in Assets & Liabllitles

Due from banks

Treasury bills and other governmental notes
Financial Assets at Falr value through PEL
Luans and advances to customers

Financial Derlvatives [Net)

Other assers

Due to banks

Customers’ deposits

Other liabilities

Income tax pald

Net cash flows provieded from {used In) operating actlvities

Cash flows from investing activities

Purchase of fixed assets and branches improvements

Proceeds from sale of Fixed assets

Capital Profits

Purchase of intangible assets

Purchases of Financlal investments through OC]

Proceeds from redemption of OCl Financial investments

purchases of Financial lnvestments by Amortized costc

Proceeds from redemption of Financial Investments by Amortzed cost
Dividends Income

Net cash flows (used in) provided from investing activitles

Cash (lows from financing activities

Nizt proceeds (repayments) from debt instruments & other loans
Paul Dividends

Retained earnlngs in equity

Net cash flows (used in) financing activities

Nzt decrease in cash and caxh equivalents during the Period
Carh and cash equivalents at the beglnning of che year
Cash and cash equivalents at the end of the Perijod

Cash and cash equivalents are represented In:

Cash and due from Central Bank of Egypt

Due from banks

Treasury bills and other governmental notes

Balances with Central bank of Egypt (Mandarory reserve)

Balances due from Banks with maturities more than three months

Treasury bills and other governmental notes with maturltdes more than thres months
Cash and cash equivalents at the end of the Period

Non Cash Transaction

(z4)

(z2)

(z5)
@)

z0)

(z0)
{z20)

(8)
[z0)

(z7)
z8)
(30}

(z2)
(z0)
(20)
(z0)
zo)

29)

36)

14)
(15)
(16)
(14)

(18)

Sep 30,2019 fep 30,2018
EGE Thousands EGP Thousands
A[6.251 376,768
22,161 15,814
2,517 a7y
13 26
[44.991) 11,730
3,394 4
o 49.290
78,555 19,211
1} (1z2m8)
325 (463)
3,425 (7.681)
282 3z
(2,076) (Z110)
[2,030) o
447,826 340,681
(3.71337M (GHB,459)
(526.829) 2,322.027
(1B5.117) (10.815)
431,284 220,382
750 15,399
(120.085) (98,898)
1,831,112 (LRI13.596]
2,103,342 (330,607)
331,530 79,205
(110.#71) (120,7:16)
549,572 (85427)
[17.157] (33,497)
o 17.214
[ 122918
(3934} (5.294)
{798,454} (50.710)
490,278 8,631
o {1,308)
o 125.680
2,076 2,110
(F27,102) 185.743
[121,925) [ 79,436)
(369,800) 0
(41.509) o
[553,634) (79,435)
(331.254) 20,879
6516417 5.884,150
6,185,164 5.905.030
6,564,567 1.219.752
7,346,617 7,289,909
10,039,585 9,255,515

{6.240.607)
{1,496H13)
(10.028,185)

[GEERETS
(L768,396]
(9.207,80)

£.185.164

5,905,030

* The amount of 282,999,000 Egyptian pounds value effect of applying IFRS9 has been cancelled in the terms of change In cash and balances
with the Central Bank and treasury bills and flnancial iInvestments through comprehensive Income and other allocations and reserves

® EGP 18,171,000 value of fixed asset additions transferred from debit balances to fixed assets during the year, the Impact of which has been

cancelled by the change in debit balances, fixed assers and intangible assets.

= EGP 37,746,000 value of the valuation of financlal investments available for sale has been cancelled from the Equity Reserve and flnancial

investments available for sale and financlal investments held up to maturity date and due obligations,

The accompanying notes are an integral part of these financial statements.
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QEB

Export Development Bank of Egypt Notes to the Consolidated Financial Statements
For the Period ended September 30, 2019

1. General information

Export Development Bank of Egypt (Egyptian Joint Stock Company) was established on July 30,
1983 under Law No. 95 of 1983 and its articles of association in the Arab republic of Egypt, the head
office located in New Cairo at 78, south teseen, the bank is listed in the Egyptian stock exchange
(EGX). The objective of the Bank is to encourage, develop Egyptian export activities, and assist in
developing agricultural, industrial, and commercial and service exporting sectors, also to provide all
investment banking services in local and foreign currencies through its head office and thirty-six
branches. and the number of employees has reached 1149 employees on the date of financial
statements. The financial year starts from July first every year ending at June 30 of the next year.
These Financial statements have been approved by board of directors in 12 November 2019,

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements
are set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

2.1 Basis of preparation of the consolidated financial statements

The financial statements have been prepared in accordance with Egyptian Accounting Standards
issued in 2006 and its amendments and in accordance with the instructions of the Central Bank of
Egypt approved by the Board of Directors on December 16, 2008 consistent with the Standards
referred to, and have been prepared under the historical cost modified by the revaluation of trading,
financial assets and liabilities held for trading, and assets and liabilities originally classified as at fair
value through profit or loss, financial investments available for sale and all derivatives contracts. The
unconsolidated preparation of these financial statements was according to relevant domestic laws.
The bank also prepared consolidated financial statements of the Bank and its subsidiaries in
accordance with Egyptian Accounting Standards, the subsidiaries companies are entirely included in
the consolidated financial statements and these companies are the companies that the bank which -
directly or indirectly - has more than half of the voting rights or has the ability to control the financial
and operating policies of an enterprise, regardless of the type of activity, the consolidated financial
statements of the Bank can be obtained from the Bank's management. The investments in subsidiaries
and associate companies are disclosed in the standalone financial statements of the bank and its
accounting treatment is at cost after deducting the impairment losses from it.

Page 1
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Export Development Bank of Euypl

Notes to the Consolidated Financial Statements

For the Period ended SeEtember 30, 2019

2.2 Basis of consolidation
(a) Subsidiaries

- Subsidiaries are all entities over which the bank has owned directly or indirectly the power to
govern the financial and operating policies generally accompanying a shareholding of more
than one half of the voting rights. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether the bank has the

ability to control the entity.

- The group fully consolidates its subsidiaries from the effective date in which control is

obtained till such control ceases to exist.

- The subsidiary companies which have been owned indirectly have been consolidated from

June 30, 2013.

- Subsidiaries companies consolidated by the bank (The holding co.) represented in the

following as at September 30,2019:

September o June o
30,2019 2 30,2019 =
EGP EGP

Egypt Capital Holding Company 410,979,451 99.99 410,979,451 99.99
I G S AT A T 249,975,000  99.99 249,975,000 99.99
investments
BETA Financial holding 136,986,300 99.99 136,986,300 99.99
2SR T S S TS 176,382,811  70.55 176,382,811 70.55
Egypt
Egyptian company for real estate 152,865,000  39.5 152,865,000 39.5
investments
A BETA for real estate investment 87,690,000 39.5 87,690,000 39.5
Egypt Capital for real estate investments 2,500 0.05 2,500 0.05

represents an indirect investment that has been consolidated.

The Touristic Investment Company (Sahl Hashish)& Egyptian Tourism Development Company .

A brief description of the activities of the Group:
- Egypt Capital Holding Company:

Is an Egyptian joint stock company in accordance with the provisions of Law No. 95 of 1992 and its
executive regulations (holding companies) of the Egyptian Export Development Bank. The purpose
of the company is to participate in establishing companies that issue their securities and increase

their capital.

Page 2
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Enport Daveranmant Bank of Eavet Notes to the Consolidated Financial Statements

For the Period ended SeEtember 30,2019

- International holding for Development and Financial Investments:

Is an Egyptian joint stock company in accordance with the provisions of Law No. 95 of 1992 and its
executive regulations (holding companies) of the Egyptian Export Development Bank, The purpose
of the company is to participate in the establishment of companies that issue their securities and
increase their capital.

Beta Financial Holding Company:

Is an Egyptian joint stock company pursuant to the provisions of Law No. 95 of 1992 and its executive
regulations (Holding Companies) of the Egyptian Export Development Bank. The purpose of the
company is to participate in the establishment of companies that issue their securities and increase
their capital.

Export Credit Guarantee Company of Egypt:

The Export Development Bank of Egypt stated that it is one of its main purposes to "develop and
implement a system to secure the exporters of national goods against commercial and non-
commercial risks which may be exposed to them for reasons not due to the exporter’s fault, whether
arising before the delivery of goods contracted for export or After the delivery, in accordance with
the rules set by the Board of Directors of the bank. "The bank created this task to establish the
Egyptian Company for Export Guarantee in 1992 an Egyptian joint stock company.

Egyptian company for real estate investments.:
Is an Egyptian joint stock company in accordance with the provisions of Law No. 159 of 1981 and

its executive regulations are subordinate to the Egyptian Export Development Bank. The purpose of
the company is to engage in real estate investment activity of all types throughout the Arab
Republic of Egypt.

- ABeta Company for Real Estate Investments:

Is an Egyptian joint stock company in accordance with the provisions of Law No. 159 of 1981 and
its executive regulations are subordinate to the Egyptian Export Development Bank. The purpose of
the company is to engage in real estate investment activity of all types throughout the Arab Republic
of Egypt.

Egypt Capital Real Estate Investment Company:

Is an Egyptian joint stock company in accordance with the provisions of Law No. 159 of 1981 and
its executive regulations are subordinate to the Egyptian Export Development Bank. The purpose of
the company is to engage in real estate investment activity of all types throughout the Arab Republic
of Egypt.

Egyptian Tourism Development Company:

Is an Egyptian joint stock company in accordance with the provisions of Law No. 159 of 1981 and
its executive regulations are subordinate to the Egyptian Export Development Bank. The purpose of
the company is to establish various tourism projects and establishments such as tourist villages,
hotels, motels, establishment and ownership of floating hotel establishments already existing, issuing
licenses and restaurants, exploiting, managing, selling and leasing these units in whole or in part and
providing all necessary and complementary services To these establishments and to direct all the
tourism activities mentioned above both inside and outside the Arab Republic of Egypt and may have
an interest or participate in any way with companies and other establishments that carry out works
similar to their work or which may have cooperated to achieve their purpose in Egypt And abroad.

Page 3
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For the Period ended SeEtember 30,2019

Tourism Investment Company in Sahl Hashish:

The Tourism Investments Company was established in Sahl Hashish, "Oberoi Hurghada - Previously
- Egyptian Joint Stock Company" in accordance with the provisions of Law No. 230 of 1989 on the
approval of the General Authority for Investment on 19 September 1994 under the Egyptiant Export
Development Bank. The purpose of the company is to establish a five-star tourist village.

(b) Associates

Associates are all entities over which the Bank has significant influence directly or indirectly but not
control, generally accompanying a shareholding of between 20% and 50% of the voting rights.

The Accounting for subsidiaries and associates in the unconsolidated financial statements are
recorded by cost method, investments are recognized by the cost of acquisition including any good
will, deducting impairment losses in value.

2.3 Segment reporting

A business segment is a group of assets and operations related to providing products or services that
are subject to risks and returns that are different from those of other business segments. A
geographical segment is engaged in providing products or services within a particular economic
environment that are subject to risks and retumns different from those of segments operating in other
gconomic environments.

2.4 Foreign currency translation

(a) Functional and presentation currency

The financial statements are presented in Egyptian pound, which is the Bank’s functional and
presentation currency.

(b) Transactions and balances in foreign currencies

The bank hold accounts in Egyptian pounds and prove transactions in other currencies during the
financial year on the basis of prevailing exchange rates at the date of the transaction, and re-evaluation
of balances of assets and liabilities of other monetary currencies at the end of the financial period on
the basis of prevailing exchange rates at that date, and is recognized in the list Gains and losses
resulting from the settlement of such transactions and the differences resulting from the assessment
within the following items:

* Net trading income or net income from financial instruments classified at fair value through
profit and loss of assets / liabilities held for trading or those classified at fair value through profit
and loss according to type.

+ Shareholders” equity of financial derivatives which are eligible qualified hedge for cash flows
or eligible for qualified hedge for net investment.

* Other operating revenues (expenses) for the rest of the items.

Changes in the fair value of monetary financial instruments denominated in foreign currencies and
classified as available for sale investments (debt instruments) are analyzed into valuation differences
resulting from changes in amortized cost of the instrument, translation differences arising from
changes in foreign exchange rates and differences resulting from changes in the fair value of the

Page 4
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Expor Deveropment Gank of Baypt Notes to the Consolidated Financial Statements

For the Period ended Seetember 30,2019

instrument. Valuation differences are recognized in profit or loss to the extent they relate to changes
in amortized cost and changes in exchange rates which are reported in the income statement under
the line items 'revenues from loans and similar activities' and 'other operating revenues (expenses)'
respectively. The remaining differences resulting from changes in fair value of the instrument are
carried to 'reserve for cumulative change in fair value of available for sale investments' in the equity
section.

Valuation differences resulting from measuring the non-monetary financial instruments at fair value
include gains and losses resulting from changes in fair value of those items. Revaluation differences
arising from the measurement of equity instruments classified as at fair value through profit or loss
are recognized in the income statement, whereas the revaluation differences arising from the
measurement of equity instruments classified as available for sale financial investments are carried
to 'reserve for cumulative change in fair value of available for sale investments' in the equity section.

2.5 Financial assets

The bank classifies its financial assets in the following categories:

Financial assets classified as at fair value through profits or loss, loans and receivables, held to
maturity financial assets, and available for sale financial assets. The Bank's classification depends on
the nature and purpose of the financial assets and is determined at the time of initial recognition.
Management determines the classification of its investments at initial recognition.

(a) Financial assets classified at fair value through profit or loss

This category has two sub-categories: financial assets held for trading, and those designated at fair
value through profit or loss at inception.
A financial asset is classified as held for trading if it is acquired or incurred principally for the purpose
of selling or repurchasing in the near term or if it is part of a portfolio of identified financial
instruments that are managed together and for which there is evidence of a recent actual pattern of
short-term profit-taking. Derivatives are also categorized as held for trading unless they are
designated as hedging instruments.
Financial assets are designated at fair value through profit or loss when:
* doing so significantly reduces measurement inconsistencies that would arise if the related
~ derivatives were treated as held for trading and the underlying financial instruments were carried
at amortized cost for loans and advances to customers or banks and debt securities in issue’

+ Certain investments, such as equity investments, are managed and evaluated on a fair value basis
in accordance with a documented risk management or investment strategy and reported to key
management personnel on that basis are designated at fair value through Profit and loss.

* Financial instruments, such as debt securities held, containing one or more embedded derivatives
significantly modify the cash flows, are designated at fair value through profit and loss.

Profits and losses resulted from changes in the fair value of the financial derivatives which are
managed in conjunction with the assets and liabilities classified at inception fair value through profit
and loss are recorded in the income statement within “net income from financial instruments
classified at inception at fair value through profit and loss” item.

Any derivative from the financial instraments group evaluated at fair value through profit and loss is
not to be reclassified during the year of holding it or during its validity period. In addition, any
instrument from financial instruments group evaluated at fair value through profit and loss is not to
be reclassified if the mentioned instrument has been allocated by the bank at initial recognition as an
instrument to be evaluated at fair value through profit and loss.

Page 5
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For the Period ended SeEtember 30,2019

{b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market, other than: (a) those that the bank intends to sell immediately or
in the short term, which are classified as held for trading, or those that the bank upon initial
recognition designates as at fair value through profit or loss; (b) those that the bank upon initial
Recognition designates as available for sale; or (¢) those for which the holder may not recover
substantially all of its initial investment, other than because of credit deterioration.

(c) Held-to-maturity financial investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturities that the Bank's management has the positive intention and ability to hold to
maturity. If the Bank were to sell a significant amount of held to-maturity assets, the entire category
would be reclassified as available for sale unless in the necessary cases.

{(d) Available-for-sale financial investments
Available-for-sale investments are non-derivative financial assets with intention to be held for an
indefinite period of time, which may be sold in response to needs for liquidity or changes in interest
rates, exchange rates or equity prices.

The following is applied to financial assets
- Regular-way purchases and sales of financial assets at fair value through profit or loss, held to

maturity and available for sale are recognized on trade-date - the date on which the Bank commits to
purchase or sell the asset.

- Financial assets are initially recognized at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets carried at fair value through profit and loss
are initially recognized at fair value, and transaction costs are expensed in the income statement.

- Financial assets are derecognized when the rights to receive cash flows from the financial assets have
expired or where the Bank has transferred substantially all risks and rewards of ownership. Financial
liabilities are derecognized when they are extinguished — that is, when the obligation is discharged,
cancelled or expires.

- Available-for-sale financial assets and financial assets at fair value through profit or loss are
subsequently carried at fair value. Loans and receivables and held-to-maturity investments are carried
at amortized cost using the effective interest method.

- Gains and losses arising from changes in the fair value of the ‘financial assets at fair value through
profit or loss’ category are recognized in the income statement in the period in which they arise. Gains
and losses arising from changes in the fair value of available-for-sale financial assets are recognized
directly in equity, until the financial asset is derecognized or impaired. At this time, the accumulative
gain or loss previously recognized in equity is recognized in profit or loss.

- Interest calculated using the effective interest method and foreign currency gains and losses on
monetary assets classified as available for sale are recognized in the income statement. Dividends
on available-for-sale equity instruments are recognized in the income statement when the bank’s
right to receive payment is established.

- The fair values of quoted investments in active markets are based on current bid prices. If there is no
active market for a financial asset, or no current demand prices available the Bank establishes fair
value using valuation techniques. These include the use of recent arm’s length transactions,
discounted cash flow analysis, option pricing models and other valuation techniques commonly used
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by market participants If the bank had been unable to estimate the fair value of equity instruments
classified available for sale, value is measured at cost less any impairment in value.
The Bank reclassify the financial asset which classified as a financial instruments available for sale,
which left the definition of loans and debts (bonds or loans), to be classified to the group of loans and
receivables or financial assets held to maturity - all as the case - when available Bank has the intent
and ability to hold these financial assets in the foreseeable future or until maturity and reclassification
to be booked by fair value at reclassifications date, and not process any profits or losses on those
assets that have been recognized previously in equity and in the following manner:

1 - In case of reclassification of financial asset, which has a fixed maturity are amortized gains or
losses over the remaining life of the investment retained until the maturity date in a manner
effective yield is consumed any difference between the value on the basis of amortized cost and
value on an accrual basis over the remaining life of the financial asset using the effective yield
method, and in the case of the decay of the value of the financial asset is later recognition of any
gain or loss previously recognized directly in equity in the profits and losses.

2 - in the case of financial asset which has no fixed maturity continue to profit or loss in equity until
the sale of the asset or to dispose of it, then be recognized in the profit and loss In the case of
erosion of the value of the financial asset is later recognition of any gain or loss previously
recognized directly within equity in the profits and losses.

If the Bank to adjust its estimates of payments or receipts are the settlement of the carrying amount

of the financial asset (or group of financial assets) to reflect the actual cash inflows and the adjusted

estimates to be recalculated book value and then calculates the present value of estimated future cash
flows at the effective yield of the financial instrument and is recognized settlement recognized as
income or expense in the profit and loss.

In all cases, if the bank re-Tab financial asset in accordance with what is referred to The Bank at a

later date to increase its estimate of the proceeds of future cash result of the increase will be recovered

from the cash receipts, is the recognition of the impact of this increase in settlement of the interest
rate effective from the date of change in the estimate and not in settlement of the balance of the
original notebook in the history of change in the estimate.

* IFRS 9 Effective 1 July 2019

The requirements in IFRS 9 represent a material change from the requirements of EAS number 26
Financial Instruments: Recognition and Measurement. The new standard leads to fundamental
changes in the accounting of financial assets and some aspects of accounting of financial liabilities.

The principal changes in the accounting policies resulting from the adoption of IFRS 9 are
summarized below.

Classification of financial assets and liabilities
* IFRS 9 replaces the "recognized loss" model in EAS number 26 with the "expected credit loss"
model. The new impairment model also applies to certain credit and financial collateral
contracts but does not apply to equity investments under IFRS (IFRS 9), credit losses are
recognized before they are achieved, other than EAS number 26

The following are the principal changes in the accounting policy: Impairment of financial assets:
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Default Definition as per IFRS 9

Default is not specifically defined within IFRS 9. However, the following guidance is available
within the Standard:

“’When defining default for the purposes of determining the risk of a default occurring, an entity
shall apply a default definition that is consistent with the definition used for internal credit risk
management purposes for the relevant financial instrument and consider qualitative indicators
(for example, financial covenants) when appropriate. However, there is a rebuttable
presumption that default does not occur later than when a financial asset is 90 days past due
(DPD) unless an entity has reasonable and supportable information to demonstrate that a more
lagging default criterion is more appropriate.

The definition of default used for these purposes shall be applied consistently to all financial
instruments unless information becomes available that demonstrates that another default
definition is more appropriate for a particular financial instrument.’

* The Bank applies a three-stage approach to measure expected credit losses for financial assets
carried at amortized cost and debt instruments classified as at fair value through other
comprehensive income. Assets are transferred through the following three stages on the basis of
changes in the quality of credit ratings since the initial recognition of these assets:

* Stage 1: expected credit losses over 12 months

For exposures where there has been no significant increase in credit risk since initial
recognition, the portion of expected long-term credit losses associated with the probability of
default over the next 12 months is recognized.

» Stage 2: credit losses over life - non-credit impaired For credit exposures where there has been
a significant increase in credit risk since initial recognition, but not credit default, expected
credit losses are recognized over the life of the asset.

Significant Increase in Credit Risk (SICR):

EBE will use the following indicators to identify any significant increase in credit risks.

For Corporate and Business Banking Risk Rating, Transition in Risk Ratings, Delinquency
Status, Industry and Restructured status.

For Retail Delinquency Status, Watch list, Individual Profile, Restructured status.

* Stage 3: Expected Long-Term Credit Losses Financial assets are impaired when one or more
events have occurred that have a detrimental effect on the estimated future cash flows of those

financial assets. Due to the use of the same standards in IAS 26, the Bank's methodology for
specific provisions remains unchanged.
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Financial assets and liabilities
1. Initial Recognition

All "regular” purchases and sales of financial assets are recognized on the trade date, the date on
which the bank commits to purchase or sell the asset. Regular purchases and sales are the
purchases and sales of financial assets that require delivery of assets within the time frame
generally provided by law or by market norms.

Financial assets or liabilities are measured initially at fair value plus, in the case of an item not
carried at fair value through profit or loss, transaction costs that are directly attributable to the
acquisition or issue.

2. Measurement and Classification

Financial assets - Policy effective 1 July 2019

On initial recognition, financial assets are classified as measured at cost, carried at fair value
through other comprehensive income or at fair value through profit or loss. Financial assets are
measured at amortized cost when each of the following conditions are met and is not classified
as at fair value through profit or loss:

- Assets are retained in a business model that is intended to hold assets in order to collect
contractual cash flows;

- The contractual terms of the financial assets on specific dates result in cash flows which are
only payments on the original amount and interest on the original amount outstanding,

Debt instruments are measured at fair value through other comprehensive income only when
both of the following conditions are met and are not classified as at fair value through profit or
loss:

Assets are retained in the business model, which is intended to achieve both the collection of
contractual cash flows and the sale of financial assets. The contractual terms of the financial
assets on specific dates result in cash flows that are only payments on the original amount and
interest on the original amount outstanding,

Upon initial recognition of equity investments that are not held for trading, the Bank may elect
irrevocably to present changes in fair value in other comprehensive income. This choice is made
on an investment-by-investment basis.

All other financial assets are classified at fair value through profit or loss.

3. Business model

The Bank assesses the objective of the business model in which the asset is maintained at the
business portfolio level. This method better reflects how business is managed and how
information is presented to management. The following information is taken into consideration
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Specific policies and objectives of the business portfolio and practical application of these
policies. In particular, whether the management strategy focuses on the achievement of
contractual interest income and the realization of cash flows through the sale or retention of
assets for liquidity purposes:

- The risks that affect the performance of the business model (and the financial assets that are
retained within that business model), how these risks are managed; the frequency, value and
timing of the sales in prior periods, the reasons for such sales, as well as their forecast for future
sales activities. Information on sales activities cannot be taken into account alone from the rest
of the activities. Rather, they are part of a comprehensive assessment of how the Bank achieves
the objectives of managing the financial assets as well as how to achieve cash flows.

Financial assets held for trading or managed, whose performance is measured at fair value, are
measured at fair value through profit or loss where they are not held to collect contractual cash
flows and are not held for the purpose of collecting cash flows And the sale of financial assets.

Assess whether contractual cash flows are only payments of the original amount and interest on
the original amount outstanding

For the purposes of this valuation, the original amount is determined on the basis of the fair
value of financial assets at initial recognition. Interest is determined on the basis of the time
value of the money and the credit risk associated with the original principal over a given period
of time or other basic lending risk and costs (eg liquidity risk and administrative costs), as well
as profit margin.

The Bank applies the following approved business models in the management of its debt
instrument to achieve its goals and objectives.

Business Models Primary objective
Hold to collect Hold to collect contractual cash flows
Hold to collect and Sell Hold to collect and sell financial assets
Others - Hold for trading and/or manage on a fair value basis
Reclassification

Financial assets are not recognized after initial recognition, unless the Bank changes the
business model to manage financial assets

3. Disposal
Financial assets
The Bank derecognizes the financial assets at the end of the contractual rights of the cash flows

from the financial asset or transfers its rights to receive the contractual cash flows in accordance
with the transactions in which all significant risks and rewards of ownership relating to the
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transferred financial asset are transferred or when the Bank has not transferred or retained all the
risks The fundamental benefits of ownership and did not retain control of financial assets.

When the financial asset is derecognized, the difference between the carrying amount of the
financial asset (or the carrying amount allocated to the financial asset excluded) and the total of
the consideration received (including any new acquired asset) In other comprehensive income is
recognized in profit or loss.

Effective July 1, 2019, any gain / loss recognized in other comprehensive income in respect of
investment securities in equity securities is not recognized in profit or loss on disposal of such
securities. Any interest on the transferred financial assets that are eligible for disposal that are

created or retained by the Group as a separate asset or liability is recognized.

If the terms of the financial assets are modified, the Bank assesses whether the cash flows of the
financial assets are substantially different. If there are significant differences in cash flows, the
contractual rights to the cash flows from the original financial assets are past due. In this case,
the original financial assets are derecognized and the new financial assets are recognized at fair
value.

The financial asset {in whole or in part) is derecognized when:
- Expiration of rights to receive cash flows from the original;

(A) The Bank has transferred substantially all the risks and rewards of the asset or (b} has not
transferred or retained All the material risks and benefits of the assets but transferred control
over the assets.

Financial Liabilities

A financial liability is derecognized when the obligation under the obligation is discharged,
canceled or expires.

Investments held for trading - effective until 30 June 2019

Investments held for trading are subsequently measured at fair value with any gain or loss
arising from the change in fair value included in the consolidated statement of income or loss in
the period in which they arise. Interest earned or dividends received are included in net trading
income.

Classification of financial assets carried at fair value through profit or loss — applied

Effective 1 July 2019

The Bank classifies certain financial assets as at fair value through profit or loss

Profits or losses because assets were valued, managed and intemally recorded on a fair value
basis. The Bank has classified certain financial assets at fair value through profit or loss,
Financial assets classified at fair value through statement of profit or loss — applied Until 30
June 2019

Financial assets classified in this category are classified by the management as evidence
When the following criteria are met;
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- The classification eliminates or substantially reduces the difference in the transaction that may
arise from the measurement of assets or liabilities or the recognition of gains or losses on
different grounds; or

- Financial instruments include embedded derivatives, unless embedded derivatives do not
substantially change cash flows and should not be recorded as a separate item

Financial assets carried at fair value through the consolidated statement of income or loss are
recognized at fair value in the consolidated statement of financial position. Changes in fair value
are recognized in net gain or loss on financial assets designated at fair value through profit or
loss. Interest eamned on interest income is accrued, whereas income from equity is recognized in
other income. The Group has not classified any financial assets at fair value through profit or
loss.

Deposits and amounts due from banks and other financial institutions
These are stated at cost, adjusted for effective fair value hedges, net of any amounts written off
and provision for impairment.

2.6 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there
is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a
net basis, or realize the asset and settle the liability simultaneously.

And the clauses of agreements to buy treasury bills with a commitment to re-sale agreements and sale
of treasury bills with a commitment to re-purchase on a net basis within the balance sheet item,
treasury bills and other government papers.

2.7 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. Fair values are obtained from
quoted market prices in active markets, including recent market transactions, and valuation
techniques, including discounted cash flow models and options pricing models, as appropriate. All
derivatives are carried as assets when fair value is positive and as liabilities when fair value is
negative.

- Embedded derivatives, such as the conversion option in a convertible bond, are treated as separate
derivatives when their economic characteristics and risks are not closely related to those of the host
contract, provided that the host contract is not classified as at fair value through profit or loss as part
of "net trading income”. Embedded derivatives are not split if the Bank chooses to designate the entire
hybrid contact as at fair value through profit or loss.

- The accounting treatment used to recognize changes in fair value of derivatives depends on whether
or not the derivative is designated as a hedging instrument under hedge accounting rules and on the
nature of the hedged item. The Bank designates certain derivatives as either:
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» Hedges of the fair value of recognized assets or liabilities or firm commitments (fair value
hedge);
» Hedging relating to future cash flows attributable to a recognized asset or liability or a
highly probable forecast transaction (cash flow hedge).
» Hedging for net investment in foreign operations relating to future cash flows attributable to
a recognized (net investiment hedge).
Hedge accounting is used for derivatives designated in a hedging relationship when the criteria are met.
The Bank documents, at the inception of the transaction, the relationship between hedged items and
hedging instruments, as well as its risk management objective and strategy for undertaking various
hedge transactions. The Bank also documents its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in
offsetting changes in fair value of hedged items.

2.7.1 Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are
recognized in profit or loss immediately, together with any changes in the fair value of the hedged
asset or liability that are attributable to the hedged risk.

The effective portion of changes in the fair value of the interest rate swaps and the changes in the fair
value of the hedged item attributable to the hedged risk are recognized in the ‘net interest income’.
The effective portion of changes in the fair value of the currency swaps are recognized in the ‘net
trading income’. Any ineffectiveness is recognized in profit or loss in ‘net trading income’.

When the hedging instrument no longer qualified for hedge accounting, the adjustment to the book
value of a hedged item is amortized which are accounted for using the amortized cost method, by
charging to the profit and loss to the maturity. The adjustments made to the book value of the hedged
equity instrument remains in the equity section until being excluded.

2.7.2 Cash flow hedge

The effective portion of changes in the fair value of derivatives designated and effective for cash flow
hedge shall be recognized in equity while changes in fair value relating to the ineffective portion shall
be recognized in the income statement in "net trading income".

Amounts accumulated in equity are transferred to income statement in the relevant periods when the
hedged item affects the income statement. The effective portion of changes in fair value of interest
rate swaps and options are reported in "net trading income". '

When a hedged item becomes due or is sold or if hedging instrument, no longer qualifies for hedge
accounting requirements, gains or losses that have been previously accumulated in equity remain in
equity and shall only be recognized in profit or loss when the forecast transaction ultimately occurs.
If the forecast transaction is no longer expected to occur any related cumulative gain or loss on the
hedging instrument that has been recognized in equity shall be reclassified immediately to income
statement. If the hedge no longer meets the criteria for hedge accounting, the adjustment to the
carrying amount of a hedged item that is measured at amortized cost is amortized to profit or loss
over the period to maturity.

2.7.3 Net investment hedge

Accounting for net investment hedge is the same for cash flows hedge. Profit or loss from hedging
instrument related to the effective portion of the hedge to be recognized in Equity, while it is
recognized in the income statement directly for hedging instrument not related to the effective portion.
Accumulated profit or loss in equity to be transferred to the income statement upon disposal of foreign
transactions.
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2.7.4 Derivatives that do not qualify for hedge accounting
Interest on and changes in fair value of any derivative instrument that does not qualify for hedge
accounting is recognized immediately in the income statement in “net trading income™ line item.
However, gains or losses arising from changes in the fair value of derivatives that are managed in
conjunction with designated financial assets or financial liabilities are included in “net income from
financial instruments designated at fair value through profit or loss”.

2.8 Interest income and expense

Interest income and expense for all interest-bearing financial instruments, except for those classified
as held for trading or designated as at fair value through profit or loss, are recognized within ‘interest
income’ and ‘interest expense’ in the income statement using the effective interest rate method. The
effective interest rate method is a method of calculating the amortized cost of a financial asset or a
financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability. When calculating the effective interest
rate, the Bank estimates cash flows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit losses. The calculation includes all
fees and points paid or received between parties to the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums or discounts.

When loans or debts are classified as non-performing or impaired, related interest income are not
recognized but rather, are carried off balance sheet in statistical records and are recognized as
revenues on the cash basis as follows:

1- When collected and after recovery of all arrears for retail loans, personal loans, real estate loans
for personal housing and loans to small business.

2- For corporate loans, interest income is also recognized on the cash basis, according to which
interest earned during the periods subsequent to reschedule agreements does not start to accrete on
the loan principal until the Bank collects 25% of the rescheduled installments and after payments of
the installments continue to be regular for at least one year. if the customer is always paying at his
due dates the interest calculated is added to the loan balance which makes revenues (interest on
rescheduling without deficits) without interests aside before rescheduling which is avoiding revenues
except after paying all the loan balance in the balance sheet before rescheduling.

2.9 Fees and commissions income

Fees and commissions charged by the Bank for servicing a loan are recognized as revenue as the
services are provided. Recognition of such fees and commission in profit or loss ceases when a loan
becomes non-performing or is impaired in which case fees and commission income is rather
marginalized and carried off the balance sheet. Recognition of such fees and commissions as revenues
continues on the cash basis when the relevant interest income on the financial instrument is
recognized since they are generally treated as an adjustment to the effective interest rate on the
financial asset.

If it is probable that the Bank will enter into a specific lending arrangement, the commitment fee
received is regarded as compensation for an ongoing involvement with the acquisition of a financial
instrument and, together with the related transaction costs, is deferred and recognized as an
adjustment to the effective interest rate. If the commitment expires without the Bank making the loan,
the fee is recognized as revenue on expiry.
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A syndication fee received by the Bank that arranges a loan and retains no part of the loan package
for itself (or retains a part at the same effective interest rate for comparable risk as other participants)
is compensation for the service of syndication. Such a fee is recognized as revenue when the
syndication has been completed.

Fees and commissions resulting from direct negotiations or participation in such negotiations for the
benefit of or on behalf of another party, such as those earned on the allotment of shares or other
financial assets to a client or acquisition or disposal of entities for a client, are recognized as revenue
when the specific transaction has been completed.

Administrative and other services fees are recognized as income on a time proportionate basis over
the lifetime of the service.

Fees charged for financial planning services and custodian services provided over long periods are
recognized as income over the period during which the service is rendered.

2.10 Dividend income

Dividends are recognized in the income statement when the bank’s right to receive payment is
established.

2.11 Purchase and resale agreements, sale and repurchase agreements

The financial instruments sold, subject to repurchase agreements, are reported as additions to the
balance of treasury bills and other governmental notes in the assets side at the balance sheet, whereas
the liability (purchase and resale agreement) is reported in the balance sheet as a deduction therefrom.
Difference between the sale price and repurchase price is recognized as a return throughout the period
of the arrangement using the effective interest rate method.

2.12 Impairment of financial assets befor 1 July 2019

(a) Assets carried at amortized cost

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset
or group of financial assets is impaired. A financial asset or a group of financial assets is impaired
and impairment losses are incurred only if there is objective evidence of impairment as a result of one
or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss
event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated. The criteria that the Bank uses to determine that there
is objective evidence of an impairment loss include:
* Cash flow difficulties experienced by the borrower (for example, equity ratio, net income

percentage of sales);

*» Breach of loan covenants or conditions;

* Initiation of bankruptcy proceedings;

* Deterioration of the borrower’s competitive position;

* The Bank for reasons of economic or legal financial difficulties of the borrower by granting

concessions may not agree with the Bank granted in normal circumstances;

» Deterioration in the value of collateral; and

* Downgrading below investment grade level.
The objective evidence of impairment loss for group of financial assets is the clear data indicate to a
decline can be measured in future cash flows expected from this group since its initial recognition,
although not possible to determine the decrease of each asset separately, for example increasing the
number of failures in payment for One of the banking products.
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The estimated period between a losses occurring and its identification is determined by local
management for each identified portfolio, In general, the periods used vary between three months and
12 months.

The Bank first assesses whether objective evidence of impairment exists individually for financial

assets that are individually significant, and individually or collectively for financial assets that are not

individually significant and in this field the following are considered.

- If the Bank determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment
according to historical default ratios.

- Assets that are individually assessed for impairment and for which an impairment loss is or
continues to be recognized are not included in a collective assessment of impairment.

- If no impairment losses result from the previous assessment of impairment in this case the asset
included in a collective assessment of impairment.

The amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of
the asset is reduced through the use of an allowance account and the amount of the loss is recognized
in the income statement.

If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring
any impairment loss is the current effective interest rate determined under the contract when there is
objective evidence for asset impairment. As a practical expedient, the Bank may measure impairment
on the basis of an instrument’s fair value using an observable market price. The calculation of the
present value of the estimated future cash flows of a collateralized financial asset reflects the cash
flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or
not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis
of similar credit risk characteristics (i.e., on the basis of the Group’s grading process that considers
asset type, industry, geographical location, collateral type, past-due status and other relevant factors).
Those characteristics are relevant to the estimation of future cash flows for groups of such assets by
being indicative of the debtors’ ability to pay all amounts due according to the contractual terms of
the assets being evaluated.

For the purposes of evaluation of impairment for a group of a financial assets according to historical
default ratios future cash flows in a group of financial assets that are collectively evaluated for
impairment are estimated on the basis of the contractual cash flows of the assets in the Bank and
historical loss experience for assets with credit risk characteristics similar to those in the Bank.
Historical loss experience is adjusted on the basis of current observable data to reflect the effects of
current conditions that did not affect the period on which the historical loss experience is based and
to remove the effects of conditions in the historical period that do not currently exist.

Estimates of changes in future cash flows for groups of assets should reflect and be directionally
consistent with changes in related observable data from period to period (for example, changes in
unemployment rates, property prices, payment status, or other factors indicative of changes in the
probability of losses in the Bank and their magnitude). The methodology and assumptions used for
estimating future cash flows are reviewed regularly by the Bank.
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(b) Assets classified as available for sale and held to maturity

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset
or a group of financial assets classify under available for sale or held to maturity is impaired. In the
case of equity investments classified as available for sale, a significant or prolonged decline in the
fair value of the security below its cost is considered in determining whether the assets are impaired.
The Decrease Consider significant cause it become 10% From cost of book value and the decrease
consider to be extended if it continues for period more than 9 months, and if the mentioned evidences
become available then the accumulated loss to be post from the equity and disclosed at the income
statement, impairment losses recognized in the income statement on equity instruments are not
reversed through the income statement. If, in a subsequent period, the fair value of a debt instrument
classified as available for sale increases and the increase can be objectively related to an event
occurring after the impairment loss was recognized in profit or loss, the impairment loss is reversed
through the income statement.

2.13 Real Estate Investments

The real estate investments represent lands and buildings owned by the Bank In order to obtain rental
returns or capital gains and therefore does not include real estate assets which the bank exercised its
work through or those that have owned by the bank as settlement of debts. The accounting treatment
is the same used with fixed assets.

2.14 Intangible assets

2.14.1 Software

Expenditure on upgrade and maintenance of computer programs is recognized as an expense in the
income Statement in the period in which it is incurred. Expenditures directly incurred in connection
with specific software are recognized as intangible assets if they are controlied by the bank and when
it is probable that they will generate future economic benefits that exceed its cost within more than
one year. Direct costs include the will generate future economic benefits that exceed its cost within
more than one year. Direct costs include the cost of the staff involved in upgrading the software in
addition to a reasonable portion of relative overheads. Upgrade costs are recognized and added to the
original cost of the software when it is likely that such costs will increase the efficiency or enhance
the performance of the computers software beyond its original specification Cost of computer
software recognized as an asset shall be amortized over the period of expected benefits which shall
not exceed three years.

2.14.2 Other intangible assets

Other intangible assets represent intangibie assets other than software programs (they include but not
limited to trademark, licenses, and benefits of rental contracts). The other intangible assets are
recorded at their acquisition cost and are amortized on the straight-line method or based on economic
benefits expected from these assets over their estimated useful life. Concemning the assets which do
not have a finite useful life, they are not subject to amortization they are annually assessed for
impairment, while value of impairment (if any) is charged to the income statement.
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2.15 Fixed Assets

Lands and buildings are mainly represented in head office, branches and offices premises. All fixed
assets are disclosed at historical cost less accumulated depreciation and impairment losses. The
historical cost includes expenditures that are directly attributable to the acquisitions of the fixed assets'
items. iy

Subsequent costs are included in the assets carrying amount or recognized‘separately, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Bank
and the cost of the item can be measured reliably. Repairs and maintenance expenses are recognized
in profit or loss within "other operating costs" line item during the financial period in which they are
incurred.

Land is not depreciated. Depreciation of other fixed assets is calculated using the straight-line method
to allocate their cost to their residual values over their estimated useful lives, as follows:

Premises and constructions 40 years
Fixtures and air conditions 5 years
Safes 20 years
Copiers and fax 8 years
Vehicles and means of transportation 5 years
Electric appliances 10 years
Mobile phones 3 years
Computers 3 years
Furniture 10 years

The residual value and useful lives of the fixed assets are reviewed on each balance sheet date and
they are adjusted whenever it is necessary. Depreciated assets are reviewed for purposes of
determining extent of impairment when an event or change in conditions occurs suggesting that the
book value may not be recovered. Consequently, the book value of the asset is reduced immediately
to the asset's net realizable value in case increasing the book value over the net realizable value.

The net realizable value represents the net selling value of the asset or its utilization value whichever
is greater. Gains and losses from the disposal of fixed assets are determined by comparing the net
proceeds at book value. Gains (losses) are included within other operating income (expenses) in the
income statement.

2.16 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell or value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash generating units). Non-financial assets that suffered
impairment are reviewed for possible reversal of the impairment at each reporting date.
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2.17 Leases

(a) Being lessee
Lease payments made under operating leases, net of any discounts received from the lessor, are recognized in

profit or loss on a straight-line basis over the term of the contract.

(b) Being lesser

Assets leased out under operating lease contracts are reported as part of the fixed assets in the balance sheet
and are depreciated over the expected useful lives of the assets, on the same basis as other property assets.
Lease rental income is recognized net of any discounts granted to the lessee, using the straight line method
over the contract term.

2.18  Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less
than three months’ maturity from the date of acquisition, They include cash and balances due from
Central Bank of Egypt (other than those under the mandatory reserve), balances due from banks,
treasury bills and other governmental notes.

2.19 Other Provisions

Provisions for restructuring costs and legal claims are recognized when: the Bank has a present legal
or constructive obligation as a result of past events; it is more likely than not that an outflow of
resources will be required to settle the obligation; and the amount has been reliably estimated.
Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognized
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small. Provisions which negated the purpose of wholly or partly repaid within the
item other operating income (expense).

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation which become due after one year from the financial statement date using appropriate rate
for the due date (without being affected by effective tax rate) which reflect time value of money, and
if the due date is less than one year we calculate the estimated value of obligation but if it have
significant impact then it calculated using the current value.

2.20 Financial Guarantees

A financial guarantee contract is a contract issued by the bank as security for loans or debit current
accounts due from its clients to other entities that requires the bank to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due
in accordance with the original or modified terms of a debt instrument. These financial guarantees
are presented to the banks, corporations and other entities on behalf of the bank’s clients. When a
financial guarantee is recognized initially, the Bank shall measure it at its fair value that is directly
attributable to the issue of such financial guarantee.

The amount initially recognized less, when appropriate, cumulative amortization of security fees
recognized in the income statement using the straight-line method over the term of the guarantee and
The best estimate for the payments required to settle any financial obligation resulting from the
financial guarantee at the balance sheet date Such estimates are made based on experience in similar
transactions and historical losses as supporied by management judgment. Any increase in the

Page 19



> EBE

sk e fl o dill W51 cnndl L 30 . u .
Export Developmani Bank of Egyet Notes to the Consolidated Financial Statements

For the Period ended Seﬁtembcr 30,2019

obligations resulting from the financial guarantee, shall be recognized within other operating income
(costs) in the income statement.

2.21 Employees’ benefits

2.21.1 Pension obligations
The bank has employees insurance fund, it was founded at the first of July 2000 under the law of
54 for the year 1975 and its executive regulations for the purpose of granting insurance and
compensation benefits for the members. This fund rules and modifications are applied to all the
bank staff in the head office and its branches in Arab Republic of Egypt.
The Bank is committed to lead to the fund monthly and annual subscriptions in accordance
with the Rules of the Fund and its amendments, and there are no obligations to the bank
following the payment of additional contributions. Contributions are recognized in expenses
of employee benefits when due. The recognition of contributions paid in advance as an asset
to the extent that its payment to the reduction of future payments or cash refund.

2.21.2 Post-employment benefits — Health Care

The Bank provides the advantages of Health care for retirees in after-service usually have entitlement
to these benefits conditional on Employee stay in service until retirement age, And completion of a
minimum service period and are accounted for on the health care commitment as a defined benefit.
And the health care system's commitment to retirees annually account (The future cash flows
expected to be paid) Using an independent actuary using Projected Unit Credit Method, It is
determined by the present value of the commitment of health care for retirees system by discounting
the future cash flows expected to be paid using price yield corporate bonds of high quality or rate of
return on government bonds in the same currency repayment of benefits and have the same for the
commitment of the benefits of the pension is almost on its maturity.

And the expense of profits (losses) resulting from adjustments and changes in estimates and
actuarial assumptions and deducted those profits (and added losses) on the income statement if it
did not exceed 10% of the value of the assets of the Regulations, or 10% of the defined benefit
obligations, whichever is higher, and in the case of increasing profits ( losses) for this percentage
will be deducted (Add) and the increase in the statements of income over the average remaining
working years. '

Is recognized past service costs directly in the income statement item administrative expenses,
which were not changes made to the list of pension conditional on the survival of workers in the
service for a specified period of time (Vesting period maturity period) In this case, the past service
costs of consumption using the straight-line method over the period of eligibility.

2.22 Income taxes

Income tax on the profit or loss for the year includes each of year tax and deferred tax and is
recognized in the income statement except for income tax relating to items of equity that are
recognized directly in equity.

Income tax is recognized based on net taxable profit using the tax rates applicable at the date of the
balance sheet in addition to tax adjustments for previous years.

Deferred taxes arising from temporary time differences between the book value of assets and
liabilities are recognized in accordance with the principles of accounting and value according to the
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foundations of the tax, this is determining the value of deferred tax on the expected manner to realize
or settle the values of assets and liabilities, using tax rates applicable at the date of the balance sheet.
Deferred tax assets of the Bank recognized when there is likely to be possible to achieve profits
subject to tax in the future to be possible through to use that asset, and is reducing the value of deferred
tax assets with part of that will not come from tax benefit expected during the following years, that
in the case of expected high benefit tax, deferred tax assets will increase within the limits of the above
reduced.

2.23 Borrowing

Borrowing is recognized initially at fair value net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost, any difference between proceeds net of transaction costs and
the redemption value is recognized in the income statement over the period of the borrowings using
the effective interest method.

2.24 Capital

2.24.1 Capital issuance cost

Cost of issuance of new shares, issuance of shares to effect an acquisition, or issue of share options,
net of tax benefits, are reported a deduction from equity.

2.24.2 Dividends

Dividends are recognized when the general assembly of sharcholders approves them. Dividends
include the employees’ profit share and the board of directors’ remuneration as prescribed by the
Bank's articles of association and the corporate law.

2.24.3 Treasury shares

The bank didn’t deal on the treasury stocks, and in case of purchasing treasury stocks the purchased
amount is deducted from shareholders’ equity till its cancellation and in case of selling or reissuing
these stocks all collected amounts will be added to shareholders™ equity.

2.25 Trust activities

The bank practices trust activities that result in ownerships or management of assets on behalf of
individuals, trusts, and retirement benefit plans. These assets and related income are excluded from
the bank’s separate financial statements, as they are assets not owned by the bank.

2.26 Comparatives figures

Comparative figures are reclassified, where necessary, to conform with changes in the current year
presentation.
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3. Financial risk management

The Bank’s activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risk
is core to the financial business, and the operational risks are an inevitable consequence of being in
business. The Bank’s aim is therefore to achieve an appropriate balance between risk and return and
minimize potential adverse effects on the Bank’s financial performance. And the most important
types of financial risks are credit risk, market risk, liquidity risk and other operating risks. Also market
risk includes exchange rate risk, rate of return risk and other prices risks.

The Bank’s risk management policies are designed to identify and analyses these risks, to set
appropriate risk limits and controls, and to monitor the risks and adherence to limits by means of
reliable and up-to-date information systems. The Bank regularly reviews its risk management policies
and systems to reflect changes in markets, products and emerging best practice.

Risk management is carried out by a risk department under policies approved by the Board of
Directors. Bank Treasury identifies, evaluates and hedges financial risks in close co-operation with
the Bank’s operating units. The Board provides written principles for overall risk management, as
well as written policies covering specific areas, such as foreign exchange risk, interest rate risk, credit
risk, use of derivative financial instruments and non-derivative financial instruments. In addition,
credit risk management is responsible for the independent review of risk management and the control
environment.

3.1 Credit risk

The Bank takes on exposure to credit risk, which is the risk that counterparty will cause a financial
loss for the Bank by failing to discharge an obligation. Management therefore carefully manages its
exposure to credit risk. Credit exposures arise principally in loans and advances, debt securities and
other bills. There is also credit risk in off-balance sheet financial arrangements such as loan
commitments. The credit risk management and control are centralized in a credit risk management
team in Bank Treasury and reported to the Board of Directors and head of each business unit regularly.

3.1.1 Credit risk measurement

(a) Loans and advances to banks and customers

To measure credit risk related to loans and advances extended to banks and customers, the bank
examines the following three components:
» Probability of default of the customer or others in fulfilling their contractual obligations.
> The current position and the likely expected future development from which the bank can
conclude the balance exposed to default (Exposure at default).
» Loss given default.

The daily activities of the bank's business involves of measurement for credit risk which reflect the
expected loss (The Expected Loss Model) required by the Basel Committee on Banking Supervision.
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