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Commercial Register No. 49640 Kafr El Zayat Pesticides & Chemicals Co .(S.A.E)

Messrs. Egypt Exchange
11 Talaat Harb Street - Alexandria

Greetings

We are honored to attach for you:

- A copy of the unconsolidated financial statement of the company dated 9/30/2022
- Board of Director’s report dated 9/30/2022

Kindly receive and instruct by taking the necessary action,

With best regards,

Head of Financial Sector
Accountant: Ayman Ahmed Fayed
(signature)

sealed by: Kafr El Zayat Pesticides & Chemicals Co.



Report of the board of directors for the period ended on 30 September 2022

For the unconsolidated financial statement of Kafr El Zayat Pesticides & Chemicals Co.

- The sales amount for the period up to 30 September 2022 is 704102 thousand EGP, while
it was 488437 Thousand EGP for similar period las year, with a positive variation
percentage 44% to the favor of the company.

- The company has obtained total sale profits of 2.26 % against 20.05%, and this is a good
change in light of the prevailing conditions.

- Within the current period, the production in tons reached 20648 in comparison to the same
period in the last year 23268 tons, the change in the production combination has an impact
in the sales fluctuation amount. The change in the production combination has an impact on
the change in sales value.

-With best regards,¢

Kafr El Zayat Pesticides & Chemicals Co.
(signature)

sealed by: Kafr El Zayat Pesticides & Chemicals Co.



The change in net profits:-

An increment occurred to the net profits before Tax in September 2022, in comparison to September 2021
amounting 19-9 million EGP, with percentage of 29 %, for the following reasons:

Description Change Value Relative weight
One Thousand EGP %
Positive changes to profits
Net increment of the sales of company’s products 58,382 27,03%
Net increment of goods sales for sale purpose 157,283 72,81%
Increment in differences of currency 45 0,02%
Decrement of early end of service gratuity 40 0,02%
Increment of Organic Investment Revenues 270 0,12%
Total impact of the positive changes in profit 216,019 100%
Negative changes in profits
increment of the sales cost of company’s products 49,519 25,25%
increment of the cost of goods sales for sale purpose 121,448 61,93%
Increment of selling expenses 5,450 2,78%
Increment of General Expenses 2,711 1,38%
Increment of Finance Expenses 10,381 5,29%
Increment of Salaries and Board Allowances 624 0,32%
Increment of Free Zone Investments Revenues. 4,539 2,31%
Decrement of Other Revenues 1,437 0,73%
Total impact of the Negative changes in profit 196,108 100%
The change in net profits 19,911

Head of Financial Sector
Fellow of Egyptian Accountants and Auditors Association
Accountant: Ayman Ahmed Fayed
(signature)

sealed by: Kafr El Zayat Pesticides & Chemicals Co.
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Limited Inspection Report of Separate Periodic Financial Statements

Messrs. Chairman and Members of Board of Directors of Kafr El Zayat Pesticides & Chemicals Co.
(Egyptian Joint Stock Company)

Introduction

We have made limited inspection for the attached separate periodic financial position statements of Kafr El Zayat
Pesticides & Chemicals Co. (Egyptian Joint Stock Company) on 30 September 2022, as well as the Separate
periodic income statements, comprehensive income statements, changes in equities, cash flows related thereto for the
nine months ended on that date, in addition to a summary for the important accounting policies and other
suppelementary notes thereto. Company Management is responsible for preparing the separate Periodic Financial
Statements and fair and clear presentation thereto, in accordance with the Egyptian Accounting Standards. Our
responsibility is to achieve a conclusion for the separate Periodic Financial Statements in light of our limited inspection
thereto.

Limited Inspection Report

We have performed our limited inspection in accordance with the Egyptian Standard of Limited Inspection
Missions No. (2410) Limited inspection of the Separate Periodic Financial Statements of the entity which is
made by the accounting controller”. The limited inspection of the separate Periodic Financial Statements
includes inquiry from the responsible persons in the company in respect of Financial and Accounting Issues,
apply analytical procedures, and other limited inspection procedures. The limited inspection is substantially
less than the auditing process which is made in accordance with the Egyptian Auditing Standards. Thus, the
limited inspection works may not enable us to be certain of all important aspects discovered through the
auditing process, accordingly, we do not give auditing opinion on these Separate Periodic Financial
Statements.


mailto:info@bakertillyeg.com
file:///C:/Users/pc/Downloads/www.bakertillyeg.com

Conclusion

In light of our limited inspection, we did not receive any information that makes us think that the attached
separate Periodic Financial Statements don’t fairly and clearly expresses the separate Periodic Financial
Statements on all its important aspects on 30 September 2022, and its separate financial performance and
separate cash flows for nine months ended on that date in accordance with Egyptian Accounting Standards.

Cairo on: 13 November 2022

Accounting controller
Hassan Basiouny Al Basha
Accounting Auditors Register of the General Authority of Financial Control No(98)
BT Mohamed Hilal and Wahid Abdul Ghafar
Chartered Accountants and Consultants



Kafr El Zayat Pesticides & Chemicals Co. (Egyptian Joint Stock Company)

Separate Periodic Financial Status Statements on 30 September 2022

(All Amounts are in EGP)

Note No. 30 September 2022 31 December 2021
Assets
Non-current assets
Fixed Assets (12) 150,300,890 135,258,711
Projects under progress (13) 9,623,485 15,444,067
Investments in subsidiaries (14-A) 14,200,000 14,200,000
Investment in the private free zone branch (14-B) 2,601,000 2,601,000
Financial Investments in fair value through (15) 303,806 303,806
comprehensive income
Total Non-current assets 177,029,181 167,807,584
Current Assets
Inventory (16) 403,152,268 302,897,127
Clients and Receivables (18) 54,091,537 18,097,073
Debtors and Other Debit Balances (19) 134,942,576 65,626,844
Payable by Relevant Parties (26) 147,669,163 93,300,754
Cash in hand and at bank (20) 9,891,541 6,506,171
Total Non-current assets 749,747,075 486,427,969
Total assets 926,776,256 654,235,553
Equities
Issued and paid capital (25-2) 120,044,700 120,044,700
Reserves (25-3) 70,940,506 63,858,506
Brought forward profits 90,449,149 83,229,211
Net profit of the year 70,266,635 70,819,938
Total Equities 351,700,990 337,952,355
Non-current Liabilities
Deferred Revenues (22) 175,560 230,640
Deferred Tax Liabilities (17-3) 6,593,481 6,131,553
Total Non-current Liabilities 6,768,978 6,362,193
Current Liabilities
Overdraft banks (21) 430,157,204 181,686,595
Claims Provision (24) 11,938,405 11,938,405
Suppliers and Payables 59,398,535 38,777,712
Debtors and Other Debit Balances (23) 10,316,153 30,910,934
Dividends Debtors 6,199,295 5,198,935
Current Income Tax Liabilities (17-2) 17,493,692 13,820,159
Payable to Relevant Parties (26) 32,803,004 27,588,265
Total Current Liabilities 568,306,288 309,921,005
Total Liabilities 575,075,266 316,283,198
Total Equities and Liabilities 926,776,256 654,235,553

The attached notes from (1) to (32) are integral parts of these separate periodic Financial Statements
and it shall be read therewith

Chairman of Board of Directors
Eng. Essam Albeir Al Dab’
(signature)

Head of Financial Sector
Accountant: Ayman Ahmed Fayed
(signature)

sealed by: Kafr El Zayat Pesticides & Chemicals Co.



Kafr El Zayat Pesticides & Chemicals Co. (Egyptian Joint Stock Company)

Separate Periodic Financial Statement For the Financial Period ended on 30 September 2022

(All Amounts are in EGP)

Business Revenues
Business Cost

Total Profits

Other operation revenues

Sale and dividends
Expenses
Administrative and General
Expenses

Salaries and Allowances for
the attendance of the members
of board of directors

Profits (losses) resulting
from operation

Financing revenues
Finance Expenses

Net of Finance Expenses
Revenues of Investment in
the private free zone branch
Dividends Revenues

Net  Profits  (Losses)
before Tax

Income Tax Expenses

Net Profits (Losses) of
Period
Profit
Share)
Net Profits (Losses) of
Period

Share  (EGP-

Total comprehensive
Income
Total other

comprehensive Income

Note No.  For the nine months ended on For the nine months ended on
30/9/2022 30/9/2021 30/9/2022 30/9/2021
4) 704,101,873 488,437,156 224,031,909 108,520,356
(5) (561,455,967) (390,488,624)  (196,226,380) (102,283,645)
142,645,906 97,948,532 27,805,529 6,236,711
(6) 197,589 1,639,797 (18,811) 75,930
@) (13,142,315) (7,692,615) (6,414,595) (2,974,273)
(8) (29,662,304) (26,991,196) (9,634,706) (8,622,830)
(3,138,390) (2,514,221) (959,671) (946,988)
96,900,486 62,390,297 10,777,746 (6,231,450)
9) 67,730 37,289 20,502 16,767
(10) (26,139,827) (15,778,520) (11,277,977) (4,991,366)
(26,072,097) (15,741,231) (11,257,475) (4,974,599)
(12) 16,853,806 21,392,517 (3,358,914) 15,247,117
539,997 269,997 -- -
88,222,192 68,311,580 (3,838,643) 4,041,068
(17-1) (17,955,557) (10,121,316) 130,957 1,570,711
70,266,635 58,190,264 (3,707,686) 5,611,779
(27) 5.85 4.85 0,31 047
70,266,635 58,190,264 (3,707,686) 5,611,779
70,266,635 58,190,264 3,707,686 5611,779

The attached notes from (1) to (32) are integral parts of these separate periodic Financial
Statements and it shall be read therewith



Kafr El Zayat Pesticides & Chemicals Co. (Egyptian Joint Stock Company)

Separate Periodic Equities Changes Statement For the Financial Period ended on 30 September 2022

(All Amounts are in EGP)

Balance on 1 Jan 2021
comprehensive Income items
Net profits of Financial Period
ended on 30 September 2021
Total comprehensive Income
Transactions with
company’s shareholders
Converted amounts to brought
forward profits

Profit Dividends
Converted to reserves
Total Transactions
company’s shareholders
Balance on 30 Sept 2021
Balance on 1 Jan 2022
comprehensive Income items
Net profits of Financial Period
ended on 30 September 2022
Total comprehensive Income
Transactions with
company’s shareholders
Converted amounts to brought
forward profits

Profit Dividends
Converted to reserves
Total Transactions
company’s shareholders
Balance on 30 Sept 2022

with

with

Issued and  Reserves  Brought forward
paid profits
capital
120,044,700 59,457,314 79,240,664

-- -- 39,610,722

-- -- (35,622,175)

-- 4,401,192 --

- 4,401,192 3,988,547
120,044,700 63,858,506 83,229,211
120,044,700 63,858,506 83,229,211

-- -- 63,737,938

-- -- (56,518,000)

-- 7,082,000 -

-- 7,082,000 7,219,938
120,044,700 70,940,506 90,449,149

Net profit of Total
the year
44,011,914 302,754,592
58,190,264 58,190,264
58,190,264 58,190,264
(39,610,722) -
- (35,622,175)
(4,401,192) -
(44,011,914) (35,622,175)
58,190,264 325,322,681
70,819,938 337,952,355
70,266,635 70,266,635
70,266,635 70,266,635
(63,737,938) -
-- (56,518,000)
(7,082,000) -
(70,819,938) (56,518,000)
(70,266,635) 351,700,990

The separate financial statements of the financial year ended on 31 December 2021 are approved, and the

profit Dividend decision in the Ordinary General Assembly held on 29 March 2022 is approved.

The attached notes from (1) to (32) are integral parts of these separate periodic Financial Statements
and it shall be read therewith



Kafr El Zayat Pesticides & Chemicals Co. (Egyptian Joint Stock Company)

Separate Periodic Cash Flows Statement For the Financial Period ended on 30 September 2022

(All Amounts are in EGP)

Cash flows from operational business

Net Profits of the period before Tax

Amendments to settle the net profits with the cash
flows from operational activities

Fixed Assets Depreciation

Grant Depreciation Installment

Interest Revenues

Revenues of Investment in the private free zone
branch

Dividends Revenues

Finance Expenses

Changes in

Inventory

Clients and Receivables

Debtors and Other Debit Balances

Payable by Relevant Parties

Suppliers and Payables

Payable to Relevant Parties

Debtors and Other Debit Balances

Profit shares for the employees and board of
directors

Cash flows (used in) resulting from operation
activities

Paid income tax

Net Cash flows (used in) resulting from operation
activities

Cash flows from investment business

Payments to purchase fixed assets and projects in
progress

Collected Dividends Revenues

Collected Interest Revenues

Net Cash flows used in investment activities

Cash flows from Financing Activities

Paid Profit dividends to shareholders

Paid financing interests

Net Cash flows used in financing activities

Net changes in cash and its equivalent within the
period

Cash and its equivalent at the beginning of period
Cash and its equivalent at the end of period

Note No.

(12)
(22)

(9)
(11)

(10)

(17-2)

(20)

For the financial period ended on

30 September

2022

88,222,192

5,543,626
(55,080)
(42,577)

(16,853,806)

(539,997)
26,139,827
102,414,185

(100,255,141)
(35,994,454)
(52,461,926)
(54,368,409)
20,620,823
5,214,739
(20,594,781)
(7.499,640)

(142,924,604)

(13,820,159)
(156,744,763)

(14,765,223)

539,997
42,577

(14,182,649)

(48,018,000)
(26,139,827)
(74,157,827)

(245,085,239)

(175,180,424)
(420,265,663)

30 September
2021

68,311,580

4,494,090
(55,080)
(37,289)

(21,392,517)

(269,997)
15,758,957
66,809,744

84,785,869
1,849,499
48,959,002
(52,996,305)
(22,981,084)
(3,252,743)
(14,880,718)
(5.601,173)

102,692,091

(8.685,984)
94,006,107

(7,736,793)

269,997
37,289

(7,429,507)

(30,011,175)
(15,758,957)
(45,770,132)

40,806,468

(221,917,228)
(181,110,760)



For purposes of preparing cash flows, the non-cash transactions were excluded as follows:

An amount of 1,000,360 EGP from the brought forward profits and dividends creditors of the profit
dividends value of 2021

An amount of 16,853,806 EGP from both the brought forward profits, debtors, and other debit
balance of the profits value from the free zone investments on 30 September 2022

The attached notes from (1) to (32) are integral parts of these separate periodic Financial
Statements and it shall be read therewith

sealed by: Kafr El Zayat Pesticides & Chemicals Co.



Kafr El Zayat Pesticides & Chemicals Co. (Egyptian Joint Stock Company)

Notes complementary to Separate Periodic Financial Statements For the Financial Period
ended on 30 September 2022

(All Amounts are in EGP, unless otherwise is stated)

1. A brief about the company and its business

1-1  Incorporation
- Kafr El Zayat Pesticides & Chemicals Co. (Egyptian Joint Stock Company) KZ was established
and working in the Arab Republic of Egypt in accordance with Law 526 of 1995, the company is
governed by the regulatory consecutive laws of the sector until it becomes affiliated to the
Holding Company for Chemical Industries as per the provisions of business laws No. 203 of 1991.

In light of the government program to expand the ownership base, the company’s shares were
offered for sale through subscription, thus the company was governed by the provisions of Law No.
159 of 1981, as of November 1996.

- The purpose of the company is represented in the production, manufactory and formation of
pesticides, chemicals, fertilizers, agricultural fertilizers, and all agricultural and health
requirements, and trading therein, in addition to purification, steaming, smoking, and pests
combat.

- Purpose of the company is amended by adding the activity of trading all pesticides, chemicals,
fertilizers, agricultural fertilizers, importation, exportation, commercial agencies, general trading,
marketing, distribution, finance lease, under the Extraordinary General Assembly Resolution
dated 25 October 2003, and it was recorded in the commercial register in December 2003.

Company’s branch in Nubaria

- The company’s branch in Nubaria was established in the plot No. 57 and 58, in the First Industrial
Area in Nubaria on 8 February 2007, the company in Nubaria was exempted from tax as per the
provisions of Article 24 of Law No. 59 of 1979 for ten years as of 1st January 2006, provided
that the first period includes from 23 October 2005 to 31 December 2005. The actual operation in
the branch started on 1st September 2007, and the plot of land No. 56 was added to Nubaria
branch, and it was recorded in the commercial register on 29/2/2012.

The financial year starts from 1st January and ends on 31st of December of each year.
The term of the company is fifty years starting from the date of registration in the commercial register.
The company’s location is in Kafr Al Zayat City in Gharbiya.
The chairman of board of directors and the managing director is the Eng. Essam Albeir Al Dab’
- The separate financial statements were approved to be issued by the Board of Directors on 13
November 2022



1.2 The company’s investing therein
ORGANIC BIO Technology Company (Subsidiary)

- The board of directors agreed in the meeting No.( 600), which was held on 28 Feb 2004, to
establish Organic Bio Technology Company with shareholding percentage of 75 % of
capital. It was registered in the commercial register on 18 October 2004, under No. 119609.
The company starts production on 15 April 2006.

- The last quarter of the issued capital of Organic company amounting 2.5 million EGP
was requested under the minutes of meeting of the board of directors dated 7/14/2010, and
this increment was recorded in the commercial register on 9/26/2010, thus the paid capital of
the company become 100 % of issued capital.

Kimi Import and Exports Company (Subsidiary)

The company has participated in establishing trading limited liability company with 90 % of its
capital with Organic Bio Technology Company with shareholding percentage of 10 % of capital in
purpose of maximizing the targets of the two companies, under the approval of the general
assembly dated 4/16/2011. The company started this business on 3/17/2013.

Egyptos Multi trade distribution company (subsidiary)

The board of directors agreed in the Meeting No. (853) which was held on 10 November 2021, to
establish Egyptos Multi-trade Distribution Company, with issued and paid capital 5 million EGP,
with the purpose that this company shall undertake marketing, sale, and collect funds from clients
of Kafr El Zayat Pesticides & Chemicals Co., and to transfer thereto all the existing debts to
follow up its collection as of 1st of December 2021, except the distribution agents. The
shareholding percentage of Kafr El Zayat Pesticides & Chemicals Co. became 98 %, and it was
recorded in the commercial register on 20 December 2021.

Kafr El Zayat Pesticides & Chemicals Co. (Subsidiary)

- The company established Kafr Al Zayat Pesticides & Chemicals International Company was
established as a branch of the company in the free zone, under the resolution of the board of director
and General Authority of Investment No. 208 on 5 February 1997, in accordance with the
provisions of law No. 230 of 1989, amended under Law No. 8 of 1997, as a project completely
owned by the company. The project business commenced on 21 September 1997 for purposes of the
General Authority of Investment, this project was deemed as a separate activity, with special
financial statements.

- The invested funds to establish this project was recorded as investments in the capital amount
allocated for the project. The results of this project is recorded in the period in which it is realized,
and it shall be listed in the separate income statement.

- On the date of preparing the financial statement, the company shall prepare consolidated financial
statements including all the project in which it invested, in addition to its shareholding in other
companies as per the provided policies.

- The results of works of this project is recorded among the current account of the company affecting

the separate income statement.



2. Basis of Preparing Separate Financial Statements

2.1 Compliance with the accounting standards and laws

the Separate Periodic Financial Statements were prepared in accordance with the Egyptian
Accounting Standards in light of the relevant laws and regulations.

2.2 Measurement Basis

The separate financial statements were prepared as per the historic cost except the following:

Assets and liabilities recorded in fair value through profits and losses.

Investments in securities for purpose of trading, which are evaluated in fair value.
Investments offered for sale with market value evaluated in fair value.

2.3 Transaction and presentation currency

The separate financial statements are presented in EGP representing the currency of company’s
transactions.

2.4 Using Estimations and assumptions

Preparing separate financial statements in accordance with the Egyptian Accounting
Standards, require from the management to use the personal judgment, estimations, and
assumptions which affect applying the policies and the presented values of assets, liabilities,
revenues, and expenses. The estimations and assumptions related thereto shall be prepared
in light of the previous experience and other various factors. The actual results may vary
from these estimations.

Estimations and assumptions related thereto shall be reviewed periodically.

Changes in Accounting Estimations shall be recognized in the period, in which estimation is
changed, if this change only affects this period, or in the change period and the future years,
if the change affects each thereof.

The most important items in which these estimations and personal judgment used are as follows:

Proving the deferred tax
Payable expenses

Fixed assets productive ages
provisions

A. Measurement of fair value

Fair value of financial instruments are determined as per the market value of financial
instrument or similar financial instruments on the date of financial statements without
deduction any estimated prospective sale cost. The value of financial assets are determined
according to the current prices of purchasing such assets. However the value of the financial
liabilities are determined according to the current prices with which these liabilities are
settled.

In case of absence of active market to determine the fair value of the financial instruments,
the fair value shall be determined by using different evaluation methods, taking into
consideration the prices of transactions recently made, or conduct the current fair value of



the other similar tools essentially, or use the deducted cash flows method or any other mean
for assessment, which result in reliable values.

- When the deducted cash flows method is used for evaluation, the future cash flows are
evaluated according to the best evaluations for management. The deduction rate used in light
of the prevailing price in market is recorded on the date of the financial statements of similar
financial instruments according to its nature and conditions.

2.5 Consolidated financial statements

The company has affiliated companies. In accordance with the Egyptian Accounting Standard No.
42 “Consolidated and Separate financial statements” and Article 188 of the executive regulation of
Corporations Law No. 159 of 1981, the company prepares consolidated financial statements for the
group, which necessitated to refer thereto to understand the financial position, results of works, and
cash flows of the group as a whole.

3. Report of operational sectors

The company has two operational sectors representing sectors, for which financial reports are
submitted to the top management. These report presents different products and they are managed
separately, as it requires different technological and marketing strategies. Hereunder a description
of the operations of each sector for which reports are issued.

Reports of Sectors Operations
Agricultural Agricultural products
Others Service products

Sectors are determined as per the internally applicable method to present financial reports to the top
management

- Sector is a set of the connected assets and operations, which are characterized by risks and
benefits different from those associated with other sectors or in one economic environment
which is characterized by certain risks and benefits from those associated with the sectors
working in different economic environment.

3.1 Business Revenues*

For the nine months Percentage For the nine months Percentage
ended on 30 September ended on 30 September
2022 2021
In thousands EGP % In thousands EGP %
Agricultural 617,343 88 395,030 81
Others 86,759 12 93,407 19
704,102 100% 488,437 100%
3.2 Net profits before Tax *
For the nine months Percentage For the nine months Percentage
ended on 30 September ended on 30 September
2022 2021
In thousands EGP % In thousands EGP %
Agricultural 62,101 70 37,599 55
Others 8,727 10 9,050 13
Dividends 17,394 20 21,663 32

Revenues



88,222 100% 68,312 100%

3.3 Assets*
For the nine months ended Percentage For the nine months Percentage
on 30 September ended on 31 December
2022 2021
In thousands EGP % In thousands EGP %
Agricultural 796,108 86 527,855 81
Others 113,563 12 109,275 17
Uncharged 17,105 2 17,105 2
investments
926,776 100% 654,235 100%
3.4 Liabilities*
30 September 2022 Percentage 31 December 2021 Percentage
In thousands EGP % In thousands EGP %
Agricultural 502,741 87 261,703 83
Others 72,334 13 54,580 17
575,075 100% 316,283 100%

* As a percentage from the total operational sectors
3.5 Income statement at the level of operational sectors

In Agricultural sector for  Others For the nine Revenues of Total For the nine

thousands  the nine months ended months ended on investment for the months ended on
EGP on nine months ended
on
30 30 September 30 30 30 30 30 30
September 2021 September  September September September September September
2022 2022 2021 2022 2021 2022 2021

Revenues 617,343 395,030 86,759 93,407 -- -- 704,102 488,437
Business (492,274) (314,731) (69,182) (75,757) - - (561,456)  (390,488)
Cost
Total 125,068 80,299 17,577 17,650 - - 142,646 97,949
sector
profits
Profits 84,953 50,301 11,948 12,089 -- -- 96,901 62,390
resulting
from
operation
Finance (22,935) (12,765) (3,137) (2,977) - - (26,072)  (15,742)
Expenses
(net)
Dividends -- - -- -- 17,394 21,663 17,394 21,663
Revenues
Current and  (15,801) (8,198) (2,155) (1,923) - - (17,956) (10,121)
deferred
income tax
Net profit 46,217 29,338 6,656 7,189 17,394 21,663 70,267 58,190

of the year



3.6 Operation sectors at assets and liabilities level

In thousands EGP  Agricultural sector Others Investments Total
30 31 30 31 30 31 30 31
September  September  September  September  September  September  September  September
2022 2021 2022 2021 2022 2021 2022 2021

Assets of Sectors 796,108 527,855 113,563 109,275 -- -- 909,671 637,130
Investments -- -- -- -- 16,801 16,801 16,801 16,801
Investments in - - - - 304 304 304 304
governmental
instruments
Total assets 796,108 527,855 113,563 109,275 17,105 17,105 926,776 654,235
Sectors liabilities 502,741 261,392 72,334 54,891 - - 575,075 316,283
Total Liabilities 502,741 261,392 72,334 54,891 - - 575,075 316,283
Fixed assets and 198,128 178,847 31,986 36,502 - - 230,114 215,349
projects in progress
Total depreciation 60,434 53,689 9,756 10,958 -- -- 70,190 64,647

of fixed assets
4-Business Revenues

For the nine months ended on  For the three months ended on
30 September 30 September 30 September 30 September
2022 2021 2022 2021
Revenues from selling goods 541,621,364 462,774,192 153,864,056 60,655,460
Services Revenues 1,304,383 2,560,655 185,137 1,056,687
Goods Revenues for sale 217,735,100 60,452,450 89,977,227 60,302,538
purpose
760,660,847 525,787,297 244,026,420 122,014,685
(Less)
Revenues, returns, (12,175,654) (6,536,262) (2,227,469) (2,936,866)
deductions, and gifts
Incentives of associations, (44,383,320) (30,813,879) (17,767,042) (10,557,463)
agents and advertisement
expenses.
704,101,873 488,437,156 224,031,909 108,520,356

5- Business Cost

30 September
2022

Raw materials and packaging 329,044,548
sales and procurements cost of 164,195,171
goods offered for sale
Salaries, wages, benefits, and 33,784,208
social insurances
Indirect expenses 30,014,550
Depreciation of fixed assets, Note 4,282,401
No. 12
Net changes in complete and 135,089

incomplete production inventory

For the nine months ended on

561,455,967

For the three months ended on

30 September 30 September 30 September
2021 2022 2021
230,365,540 125,090,779 54,510,460
42,747,150 72,333,368 21,896,141
33,185,724 11,298,332 10,575,931
26,192,989 11,110,120 6,864,256
3,704,585 1,547,694 1,264,454
54,292,636 (25,153,913) 7,172,403
390,488,624 196,226,380 102,283,645




6 -Other operation revenues

For the nine months ended on

30 September 30 September
2022 2021
Grant 55,080 55,080
Depreciation
Other revenues 142,509 1,584,717
197,589 1,639,797

7 -Sale and dividends Expenses

For the nine months ended on

30 September 2022 30 September 2021

Salaries, wages, 4,608,274 3,907,051
benefits, and social
insurances
Advertisements 3,981,225 1,146,115
Depreciation of fixed 114,962 25,121
assets, Note No. 12
Transportation 459,805 190,406
Other expenses 3,978,049 2,423,922

13,142,315 7,692,615

8 -Administrative and General Expenses

For the nine months ended on

30 September 2022 30 September 2021

Salaries, wages, 14,578,716 12,577,608
benefits, and social
insurances
Depreciation of fixed 1,146,263 764,384
assets, Note No. 12
Other expenses 12,124,589 13,649,204
Takaful medical 1,812,736 -
insurance
shareholding

29,662,304 26,991,196

9. Financing revenues

For the nine months ended on

30 September 2022 30 September 2021
Difference in 25,153 --
conversion of foreign
currencies
Credit interests 42 577 37,289
67,730 37,289

10- Finance Expenses

For the nine months ended on

30 September 2022 30 September 2021
Interests expenses 26,139,827 15,758,957
Difference in -- 19,563
conversion of foreign
currencies
26,139,827 15,778,520

For the three months ended on

30 September 30 September
2022 2021
18,360 18,360
(37,171) 57,570
18,811 75,930

For the three months ended on

30 September 2022 30 September 2021
1,522,163 1,431,928
2,662,722 700,364

40,146 12,944

167,178 37,710
2,022,386 791,327
6,414 595 2,974,273

For the three months ended on

30 September 2022 30 September 2021
4,764,375 4,151,809
419,245 294,543
3,891,066 3,448,625
560,020 727,853
9,634,706 8,622,830

For the three months ended on

30 September 2022 30 September 2021
216 -
20,286 16,767
20,502 16,767

For the three months ended on

30 September 2022 30 September 2021
11,277,977 4,988,145
= 3,221
11,277.977 4,991,366



11- Revenues of Investment in the private free zone branch

For the nine months ended on For the three months ended on
30 September 2022 30 September 2021 30 September 2022 30 September 2021

Net profits of Kafr El 16,853,806 21,392,517 (3,358,914) 15,247,117
Zayat Pesticides &
Chemicals
International Co
(Private Free Zone
Company)

16,853,806 21,392,517 (3,358,914) 15,247,117
12. Fixed Assets
Description Lands Buildings Plantsand Kitsand Furniture Transportation Total

Equipment tools means

Coston 1 Jan 68,237,534 29,991,165 63,607,044 3,708,356 6,731,913 10,792,514 183,068,526
2021

Additions 6,000,000 1,000,000 5,617,246 105,643 1,536,213 2,577,938 16,837,040
within the year

Cost on 31 74,237,534 30,991,165 69,224,290 3,813,999 8,268,126 13,370,452 199,905,566
Dec 2021

Additions - 4,552,280 12,119,975 711,446 1,125,077 2,077,027 20,585,805
within the

period

Cost on 30 74,237,534 35543445 81,344,265 4525445 9,393,203 15,447,479 220,491,371
Sept 2022

Total -- 5,918,212 39,162,155 1,812,176 3,361,747 8,242,776 58,497,066

Depreciation
on 1 Jan 2021

General - 766,930 3,081,171 202,132 817,225 1,282,331 6,149,789
Depreciation
Total -- 6,685,142 42,243,326 2,014,308 4,178,972 9,525,107 64,646,855

Depreciation
on 31 Jan
2021
Depreciation
of the period
Total
depreciation
on 30 Sept
2022

Net Book 74,237,534 28,403,651 36,199,379 2,329,653 4,311,524 4,819,149 150,300,890
Value on 30

454,652 2,901,560 181,484 902,707 1,103,223 5,543,626

7,139,794 45144886 2195792 5,081,679 10,628,330 70,190,481

Sept 2022

Net Book 74,237,534 24,306,023 26,980,964 17 1 4 154 3,845,345 135,258,711
Value on 31

Dec 2021

Depreciations of fixed assets brought forward to the income statement for the period distributed as
follows:-

For the nine months ended on
30 September 30 September

2022 2021
Industrial Depreciation , Note No. 5 4,282,401 3,704,585
Depreciations of Sale and Distribution - Note No. 7 114,962 25,121
Administrative and General Depreciation , Note No. 8 1,146,263 764,384

5,543,626 4,494,090



13 -Projects under progress

30 September 2022 31 December 2021

Lands 2,700,000
Buildings and Constructions 4,263,146
Machines under installation 964,356
Kits, tools, furniture, and transportation 83,553
Advance payments to purchase fixed assets 1,612,430

Documentary credits to purchase plants and equipment -
9,623,485
14. Investments in subsidiaries and a free zone branch

14-A) Investments in subsidiaries

Legal form Shareholding Paid shareholding

54,225
97,052
5,305,128
9,987,662
15,444,067

Investment cost

percentage percentage 30 September 31 December
2022 2021
Investments in
subsidiaries
Organic Bio  Shareholding 75% 100% 7,500,000 7,500,000
Technology
Company Joint
Stock Company
Egyptos Multi  Shareholding 98% 100% 4,900,000 4,900,000
trade
distribution
company
Kimi Import  Shareholding 90% 100% 1,800,000 1,800,000
and Exports
Company
14,200,000 14,200,000

*On 10 November 2021, The board of directors agreed to establish Egyptos Multi-trade
Distribution Company, with issued and paid capital 5 million EGP, with the purpose that this
company shall undertake marketing, sale, and collect funds from clients of Kafr ElI Zayat
Pesticides & Chemicals Co., and to transfer thereto all the existing debts to follow up its collection
as of 1st of December 2021, except the distribution agents. The shareholding percentage of Kafr
El Zayat Pesticides & Chemicals Co. became 98 % on 31 December 2021, and it was recorded in

the commercial register on 20 December 2021.

14-- Investment in the private free zone branch

Investment cost

30 September 31 December
2022 2021

Kafr Al Zayat Pesticides & Chemicals International 2,601,000

Company (Private Free Zone Company) with shareholding
percentage 100 %

2,601,000

2,601,000 2,601,000



* The investment in the private free zone branch is represented in a project wholly owned by Kafr
Al Zayat Pesticides & Chemicals International Company, to work under private free zone
system ““ Kafr El Zayat International Pesticides & Chemicals

15 - Financial Investments in fair value through comprehensive income

30 September 31 December

2022 2021
5% of annual profits until 1980 invested at the national 303,806 303,806
investment bank with interest rate 3.5 %.
303,806 303,806

The company does not deal in financial Investments in fair value through comprehensive income, it
has active market and is not registered in the Exchange Market, except governmental instruments
deposited in National Investment Bank.

16. Inventory

30 September 2022 31 December 2021
Materials and requirements 214,190,846 135,100,935
Fuel, oil and spare parts 10,961,831 10,456,584
Under operation production 1,040,701 1,144,025
Complete production 88,803,552 88,835,317
Purchased products for sale purpose 58,249,612 11,948,023
Documentary credits 29,905,726 55,412,243
403,152,268 302,897,127

17. Income tax
17 -1 Income Tax Expenses

For the nine months ended on For the three months ended on

30 September 2022 30 September 2021 30 September 2022 30 September 2021

Income tax 17,493,692 13,201,998 (346,117) (1,605,685)
Deferred tax 461,865 (3,080,682) 215,160 34,974

17,955,557 10,121,316 (130,957) (1,570,711)
17 -2 Current Income Tax Liabilities

30 September 2022 31 December 2021

Balance at the beginning of period 13,820,159 8,685,984
Income taxes paid within the period (13,820,159) (8,375,590)
Settlements on Tax income -- (310,394)
Income taxes within the period 17,493,692 13,820,159
Balance at the end of period 17,493,692 13,820,159

17 -3 Deferred Tax Liabilities

Fixed assets and depreciation

30 September 2022 31 December 2021

Balance at the beginning of period 6,131,553 6,058,467
brought forward to the income statement within the period 461,865 73,086

Balance at the end of period 6,593,418 6,131,553



17.4 Unrecorded deferred tax assets

Some deferred tax assets are not recorded due to substantial uncertainty from the ability to use
thereof for tax in the future.

Note No. 30 September 2022 31 December 2021

Prospective credit losses in clients (18) 27,795,307 27,795,307

Prospective credit losses in (29) 10,764,618 10,764,618

debtors

Claims Provision (24) 11,938,405 11,938,405
50,498,330 50,498,330

18- Clients and Receivables

30 September 2022 31 December 2021

Clients 66,419,245 29,026,123

Receivables 15,467,589 16,866,257
81,886,834 45,892,380

(Less)

Prospective credit losses (27,795,307) (27,795,307)
54,091,527 18,097,073

Movement on the prospective credit losses in clients and receivable are represented in the following

30 September 2022 31 December 2021

Balance at the beginning of period 27,795,307 30,795,307
Converted to prospective credit losses in debit - (3,000,000)
balances

Balance at the end of period 27,795,307 27,795,307

19- Debtors and Other Debit Balances
30 September 2022 31 December 2021

Suppliers and advance payments 36,855,214 4,309,030

In advance expenses 3,595,547 2,863,711

Tax Authority 70,741,420 21,887,232

Due revenues of Kafr El Zayat International 16,853,806 30,354,863

Pesticides & Chemicals - Free Zone

Letters of Guarantee 10,516,364 9,831,821

Other Debit Balances 7,144,843 7,144,805
145,707,194 76,391,462

(Less)

Prospective credit losses (10,764,618) (10,764,618)
134,942,576 65,626,844

20 -Cash in hand and at bank
Note No. 30 September 2022 31 December 2021

Current Accounts at Banks 7,358,338 5,555,826
Time deposit 1,235,209 950,345
cash in hand 1,297,994 -
Cash in hand and Cash at bank as per the 9,891,541 6,506,171

financial position statement

Overdraft banks (21) (430,157,204) (181,686,595)



Cash and its equivalent in accordance
with the separate period cash flows

statement
21. Overdraft banks

Bank facilities without guarantee (Overdraft banks)

(420,265,663)

The credit limit granted and used from banks on 30 September 2022

Bank

National Bank of Egypt

Abu Dhabi Islamic Bank

United National Bank

National Bank of Kuwait
Egyptian Arab Real Estate Bank
Baraka Bank

Alexandria Bank

Attijariwafa Bank

National Bank of Kuwait

Arab Investment Bank

Egyptian Bank for Exports Development
Emirates NBD Bank

Arab African International Bank
Banque Misr

Qatar National Bank
Agricultural Bank

Med Bank

Cairo Bank

Credit Agricole Bank

Abu Dhabi Commercial Bank

Permissible limit

100 million
80 million
50 million
50 million
50 million
90 million
35 million
90 million
60 million
30 million
40 million
70 million
75 million
100 million
75 million
75 million
100 million
75 million
100 million
70 million

Used
57.24 million
10.9 million
27.28 million
45.9 million
30.33 million
34.14 million
25.22 million
49.6 million
13.6 million
1.95 million
0.74 million
47.55 million
23.21 million
5.16 million

46.08 million
4.03 million
42.39 million
47.46 million
35.3 million

(175,180,424)

30 September 2022 31 December 2021
430,157,204
430,157,204
The credit facilities granted to the company is represented in the following:-

181,686,595
181,686,595

guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee
Without guarantee

Average interest rate 8 % as per the initiative of Central Bank of Egypt
22-Deferred Revenues

Deferred Revenues item is represented in the grant provided by Egyptian Environment Authority
which is related to CERAK packaging machine. This grant is treated by the long term deferred
revenues, provided that it shall be regularly depreciated in line with the assets depreciation
associated thereto along the estimated productive age.

Note No. 30 September 2022 31 December 2021

Total deferred Revenues balance - at the 304,080 377,520
beginning of period
(Less)
Grant Depreciation Installment
Converted to Separate Periodic Income (6) (55,080) (73,440)
Statements

249,000 304,080



Deferred Revenues - short term (23) (73,440) (73,440)
Deferred Revenues - long term 175,560 230,640
23- Creditors and Other credit Balances

Note No. 30 September 2022 31 December 2021

Credit Balances Clients 1,709,716 22,674,484
Tax Authority 1,691,633 1,374,878
Due expenses 2,125,379 1,738,278
Deferred Revenues - short term (22) 73,440 73,440
Other Credit Balances 4,715,985 5,049,854
10,316,153 30,910,934

24- Claims Provision

30 September 2022 31 December 2021

Balance at the beginning of period 11,938,405 11,938,405
Balance at the end of period 11,938,405 11,938,405

The provision is represented in the claims from liabilities of un-specified time or amount, in respect
of the company’s activities. Management reviews these provisions periodically and amends the
amount of the provision according to the latest updates, discussions, and agreements with these
parties. These information which are usually published about the provisions are not disclosed as the
company management thinks that performing so may severely affect the results of negotiations with
these parties.

25- Capital and Reserves

25-1- Authorized Capital

The authorized capital 200 Million EGP after the Extraordinary General Assembly agreed on 5 February
2005 to increase the authorized capital from 20 million EGP to 200 million EGP (only two hundred
million EGP).

25 -2 Issued and paid capital

The authorized and paid capital was 120,044,700 EGP on 30 September 2022 distributed to
12,004,470 shares after the Extraordinary General Assembly agreed 31 December 2017 to increase
the issued and paid capital from 80,029,800 to 120,044,700 EGP with increment amounting
40,014,900 distributed to 4,001,490 shares, with nominal value 10 EGP per share, in addition to its
issuance fees amounting 0.25 piasters per share, financed through inviting old shareholders for
subscription in the increment shares all according to the shareholding percentage in Capital with
half the original share. The increment was recorded in the commercial register on 8 February 2018.

Under the minutes of meeting of the board of directors which was held on 13 October 2022, the
board of directors agreed to divide the nominal value of share from 10 EGP to 1 EGP and increment
of the authorized capital from 200 million EGP (two million EGP) to 500 million EGP, (only five
hundred million EGP), and increase the issued and paid capital from 120,044,700 EGP (One
hundred twenty million, forty four thousand, and seven hundred EGP) to 180,067,050 EGP (one
hundred eighty Million, sixty seven thousand and fifty EGP, with increment amounting 60,022,350
EGP (Sixty million, twenty two thousand, three hundred and fifty EGP), representing 60,022,350
shares (Sixty million, twenty two thousand, three hundred and fifty shares), with nominal value
after division 1 EGP per share (one EGP Per share) in addition to issuance expenses amounting
2,5% of nominal value of share through inviting the old shareholders to subscribe to increment as



half share per each original share with subscription works separate from the original share, provided
that the extraordinary General assembly shall be invited for approval.

25.3 Reserves

30 September 2022 31 December 2021
Reserves 70,940,506 63,858,506
70,940,506 63,858,506

*In accordance with the requirements of the corporations law and Articles of Association of the
company, at least 5 % shall be reserved from the net annual profits to constitute the legal reserves.
Conversion to legal reserve shall be ceased when the legal reserves becomes 100 % of the issued
capital.

* In accordance with the requirements of the Articles of Association of the company, at least 5 %
shall be reserved from the net annual profits to constitute the regulatory reserves. Conversion to
regulatory reserves shall be ceased, when the reserves become 100 % of issued capital, the reserves
are indivisible, but it can be used to increase capital and reduce losses.

Reserves are supported with 2,672,754 EGP of net profits of 2019, in accordance with the Articles
of Associations of the company pursuant to the resolution of the general assembly on 30 March
2020.

Reserves are supported with 4,401,192 EGP of net profits of 2020 , in accordance with the Articles
of Associations of the company pursuant to the resolution of the general assembly on 27 March
2021.

Reserves are supported with 7,082,000 EGP of net profits of 2021, in accordance with the Articles of
Associations of the company pursuant to the resolution of the general assembly on 29 March 2022.

26. Relevant Parties

The relevant parties are represented in the shareholders of the company and board of Directors, and
the companies, in which the shareholders directly or indirectly owns shares authorize them to
practice their essential control on these companies, hereunder a description of the most important
transactions made within the year and balances of the relevant parties on the date of the separate
financial statements.

Note  Party type Nature of Volume of Balance on 30 Sept 2022 Balance on 31 Dec 2021
No. Transaction Transactions Debit credit Debit credit
ALBIR Associate Sales by agency 383,849,615 19,268,991 32,803,004 250,253 27,588,265
Pesticides and Company Incentives 32,803,004
Chemicals Sold services 316,322
Cash discount 6,11,514
Kafr ElI Zayat Subsidiary Purchasing 68,387,221 62,143,888 24,079,784
International goods 16,853,806
Pesticides & Due revenues 103,702,782
Chemicals financing 10,494,560
(Private Free Other operation
Zone branch) requirements 3,707,375
(revenues) 11,913,209
Payment to
suppliers

Payments



Organic Subsidiary Current 17,101,250 18,387,404 23,719,328
Company Requirements 784,727
“Subsidiary” Profit Dividends 539,997
Egyptos Multi Subsidiary Sales 142,529,658 47,652,449 44,836,579
trade Company
Current Debit 590,643
Payment of 92,819,225
Balances 103,544
Credit
settlements
Kimi Import and Subsidiary Procurements 6,264,724 216,431 - 414,810
Exports Payments 16,101,491
Company Sales and 21,914,059
finance
147,669,163 32,803,004 93,300,754 27,588,265
Facility limit
Banque Misr  (21)  Shareholder  Current Debit, 100,000,000 6,383,505 -- 4,123,506
(shareholder) credits
(Current financing,
Accounts at letters of
Banks and guarantee
overdraft bank)
Credit interests 896,858
and other
expenses
6,383,505 - 4,123,506

Summary of the most important contracts with the relevant parties
ALBIR Pesticides and Chemicals

A contract was made between Kafr El Zayat Pesticides and Chemicals, and Albir Pesticides and Chemicals,
provided that Albir Pesticides and Chemicals shall be unexclusive agent for the products it produces. Kafr
El Zayat Pesticides & Chemicals Co. is entitled to contract with other distributors to distribute company’s
products in Arab Republic of Egypt. Whereas AIBIR Pesticides and Chemicals shall distribute the products
produced by the First Party as per the prices determined by Kafr El Zayat Pesticides & Chemicals Co.
against incentive on the products of maximum 10.3 %, provided that the dues of ALBIR Pesticides and
Chemicals shall be settled and the due discount shall be paid at the end of year, under the condition that
ALBIR Pesticides and Chemicals shall achieve procurements amounting 90 million EGP within the year. If
the procurements failed to reach this amount, the discount shall be reviewed as per the achieved level of each
pesticide individually.

*ALBIR Pesticides and Chemicals shall pay the price of products delivered thereto at maximum
120 days from the issuance of the payment note by Kafr Al Zayat Pesticides and Chemicals,
provided to pay a delay fine of 1 % for each month in the credit period. in the event of payment
prior to the granted period, a quick payment discount shall be applied by 1 % per each month.

*Under the Ordinary General Assembly Resolution held on 30 March 2020, this contract was
approved, provided that it shall expire on 31/12/2020, and it shall only be renewed by Mutual
Agreement of both parties, unless either party notifies the other of his desire to terminate this
contract at least one month prior its expiry.

*ALBIR Pesticides and Chemicals shall distribute the products in the prices determined by Kafr EIl
Zayat Pesticides & Chemicals on the invoices form of Kafr El Zayat Pesticides & Chemicals
Co, provided that the capacity of ALBIR Pesticides and Chemicals as an agent shall be stated on the
invoices.



* ALBIR Pesticides and Chemicals shall bear the added value tax duly imposed on the products
produced by the company. The company shall deduct value added tax from the payments that shall
be paid by ALBIR Pesticides and Chemicals and supply thereof to the Tax Authority.

27 Profit Shares
Main Profit Share
The main profit share shall be calculated in the net profits for the period according to the following:

For the nine months ended on For the three months ended on
30 September 30 September 30 September 30 September

2022 2021 2022 2021
Net Profits (losses) of 70,266,635 58,190,264 (3,707,686) 5,611,779
the period (as per
income Tax)
The average of ordinary  (share) 12,004,470 12,004,470 12,004,470 12,004,470
shares number
Main Profit Share EGP/ 585 4,85 0,31 047

Share
28 Prospective liabilities

30 September 31 December

2022 2021

The uncovered part in the letters of guarantee 7,983,310 7,983,310
Documentary credits 18,700,500 18,900,544

26,683,810 26,883,854
29. Tax Position

Type of tax Years Tax Position

Capital - The company shall present the tax return in respect of Capital
Corporates Tax Companies profits to the competent Tax Authority annually on the

dates duly specified, it shall pay the due tax from the returns, if any.
In all cases, and in line of the applicable tax law in Egypt, The final
liability owed to the tax authority will only be accurately
determined after the tax inspection by the tax authority and achieve
the final connection, whether through internal committees,
challenge committees, or judge.

2005/2006 - Form 19 was inspected and received, the due tax amount reached
under the form an amount of 1.3 million EGP/ This was challenged
on the due date, and the internal committee was ended and signed
thereon, in which the aspects of differences provided in Fore 19 was
completed. The claims amount reached after the internal
committees an amount of 371 thousand EGP, and no forms received

to date.

2007 - Form 19 was inspected and received It was challenged on the due
date, and referred to the challenge committee

2008 - Form 19 was inspected and received

It was challenged on the due date, and the internal committee
procedures are under progress.
2009 - Aludicial claim was filed due to a point of conflict
2010/2012 - Form 19 was inspected and received
It was challenged on the due date, and the Challenge Committee



procedures are under progress.

2013/2015 - Form 19 was inspected and received
It was challenged on the due date, and the internal committee
procedures are under progress.

2016/2021 - Returns are submitted on the due dates, and no tax inspection is
made, and no forms related to these years are received.
2009/2015 - Inspected and settled
Income Tax 2016/2021 - Returns are submitted on the due dates, but no inspection is made.
Stamp Tax - inspection was made to 31 December 2005, the file was referred to

the internal committee, some difference points were solved, and
some points were referred to the challenge committee. The subject
matter was referred to experts sector due to the objection of the
company on imposing stamp tax amounting 213,176 EGP. The
opinion of the experts sector that the due tax payable by the
company is only 10,933 EGP.

2006/2013 - All dues are inspected and paid
2014/2021 - No inspection is applied
- It was paid and the returns of advertisements are paid regularly.
Sales General ~ 2008/2009 - All dues are inspected and paid
and Value
Added Tax
2010/2014 - It was inspected and transferred to internal committee
2015/2021 - Returns are submitted on the due dates, but no inspection is made
Real Estate Tax - Tax was paid until 31 December 2013
- A claim was received for the period from 31 December 2013 to 31
December 2015, and it was objected thereupon and referred to the
challenge committee, the Seriousness Guarantee payment
amounting 1,440,574 is paid.
Company’s - On 8 February 2007, tax exemption is granted to the company’s
branch in branch in Nubaria, which is domiciled in the plot of land No 57 and
Nubaria 58, First Industrial Area in Nubaria, in accordance with the

provisions of Article 24 of Law No. 59 of 1979, for ten years as of
1st January 2006, provided that the first period shall include the
period from 23 October 2005 to 31 December 2005, and the actual
operation in the branch started on 1st September 2007.
*The company has composed provisions for the tax claimed provided hereinabove according to the
company's management point of view, and it thinks that the provisions are sufficient.

30- Management of Financial Risks
30-1Elements of Financial Risks

Due to the regular activities of the company, the company exposes to various financial risks These
risks include market Risks (including foreign currency risks and prices fluctuation risks, interest
rates impact risks on the cash flows and fair value), as well as the credit risks and liquidity risks.

The company Management aims at reducing the prospective passive impacts of these risks on the
company's financial performance.



A. Credit risk

The credit risk arises due to the existence of cash and deposits at banks, as well as credit risks
associated to distributors. Wholesalers and individuals represented in the Clients’ accounts and
receivables, the credit risks are managed for the whole group.

In respect of banks, it shall be dealt with banks of high credit rating and banks with high credit
affordability, in the event of no separate credit rating. For the suppliers and wholesalers, the credit
management assess the credit affordability in light of the financial position and previous experience,
in transactions, as well as other factors.

In respect of individuals, the legal arrangements and documents at execution this transaction
reduces the credit risk to the minimum. The required provisions are constituted to face the
insolvency risks by the clients for each individual case.

Hereunder the ratio of the clients and receivables impairment to total debts.

Note No. 30 September 2022 31 December 2021

Clients and Receivables (18) 54,091,527 18,097,073
Payable by Relevant Parties (26) 147,669,163 93,300,754
Debtors and Other Debit Balances (19) 134,942,576 65,626,844

336,703,266 177,024,671

The financial assets of the company are constituted from the clients represented in the amounts
owed thereby and investment balances. These financial assets does not represent important focus on
risk. Clients are distributed to various sectors/ There is a strict control on the credit, impairment
losses are properly recorded. The company manages the credit risk related to investments through
ensuring that the investments are composed after making an accurate assessment for the credit risks
of these investments.

B-Liquidity risks

The cautious management for liquidity risks requires maintaining sufficient cash and enabling
financing through sufficient amounts of the available credit facilities. Due to the dynamic nature of
the main activities, the company Management aims at maintaining flexibility in financing through
maintaining the available enhanced credit lines.

This note shows the contractual conditions and financial liabilities on the dates of financial
statements:

30 September 2022 Note No. Book value One year or less
Suppliers and Payables 59,398,535 59,398,535
Overdraft banks 430,157,204 430,157,204
Debtors and Other Debit Balances (21) 10,316,153 10,316,153
Current Income Tax Liabilities (23) 17,493,692 17,493,692
Payables by Relevant Parties (17-2) 32,803,004 32,803,004
(26) 550,168,588 550,168,588
31 December 2021
Suppliers and Payables 38,777,712 38,777,712
Overdraft banks (21) 181,686,595 181,686,595
Debtors and Other Debit Balances (23) 30,910,934 30,910,934



Current Income Tax Liabilities (17-2) 13,820,159 13,820,159

Payables by Relevant Parties (26) 27,588,265 27,588,265
292,783,665 292,783,665

C- Market Risks
Foreign currency fluctuation risks

The foreign currencies exchange risks is represented in the fluctuation of the financial instruments
value as a result of the change in foreign currencies exchange prices, in main currencies.

Description 30 September 2022 31 December 2021
usD Euro usD Euro

Assets
Payable by Relevant Parties 3,162,690 - 1,527,905 -
Total currency assets 3,162,690 -- 1,527,905 --
Equivalent in EGP 62,020,351 - 24,079,784 -
Liabilities
Payables for suppliers facilities (1,227,077) - (609,912) -
Total Liabilities in currency (1,227,077) - (609,912) -
Equivalent in EGP (24,062,980) - (9,520,684) -
Surplus of Exposure to risks 1,935,613 - 917,993 -
Equivalent in EGP 37,957,371 -- 14,467,570 -
Surplus in EGP 37,957,371 14,467,570

Description of the foreign currency exchange rate against EGP.

Closure Prices

30 September 31 December
2022 2021
usD 19,61 15,76
Euro 19.2 179

2. Sensitivity analysis

The increment of 10 % in the foreign currency exchange rates against EGP in 30 September 2022.
This increment may lead to increment of surplus by 3,795,737 EGP (against 1,446,757 EGP of
surplus increment on 31 December 2021). This analysis supposes fixing all other variables
especially the interest rates, this test is made in the same used basis for 2021.

Decrement of 10 % in foreign currencies against EGP on 30 September 2022, it may have the same
equivalent change but in perverse effect.

30-2 Prices fluctuation risks

The company has no investments in equities instruments or debt instruments registered or
exchanged in capital markets, thus it does not expose to the risks of change in fair value of the
investments due to the change in markets.

30-3 Interest rates impact risks on cash flows and fair value)

- The interest rate risks is represented in the fluctuation of the financial instrument as a result
of the change in the prevailing interest rate in market.

- It is represented in the change in interest rates on the company’s indebtedness to banks,
which is represented in the balances of credit facilities, of which balance amounted to 430



million Egyptian pounds on 30 September 2022 (in comparison to 182 million Egyptian
pounds on 31 December 2021). The interest and financing expenses related to these balances
amounted to 26.14 million Egyptian pounds during the current financial period (15.76
million Egyptian pounds during the comparison period).

- Time deposits balances was 1,235 million EGP on 30 september 2022 (950 thousand EGP
on 31 December 2021), and the credit interests related to such balances amounted 42,5
thousand EGP within the current financial period (37,3 thousand EGP during the
comparison period).

- To mitigate such risks, the company management works on getting the best available
conditions in banking market in respect of the credit facilities balance. It also reviews the
prevailing interest rates in the banking market periodically.

- This risks appears in the interest rate risks in the financial instruments of the company on
financial statements dates as follows:

Description Note No. 30 September 31 December
2022 2021

Time deposit (20) 1,235,209 950,345

Financial Liabilities (Overdraft banks) (21) 430,157,204 181,686,595

30-4 Evaluating the fair value

The fair value of the nominal value less any estimated credit settlements is supposed to approximate
the financial assets and liabilities of the same due dates for less than one year. For exposure
purposes, the available interest rate of the company is used for the similar financial instruments to
deduct the prospective contractual cash flows to estimate the fair value of financial liabilities.

To evaluate the fair value of the non-current financial instruments, the company uses many methods
and develops assumptions based on the market conditions on the date of each balance sheet, by
using the market prices or the prices of financial instruments for customers or similar instrument for
the long term indebtedness. It uses other methods, such as the evaluated current value for the
prospective cash flows, to determine the fair value of the remaining financial instruments, on the
date of balance sheet, the fair value of the non-current liabilities is not substantially different from
its book value, as the interest rates are not effectively different.

30 - 5 Capital Management

- The company Management from Capital Management aims at maintaining the ability of the
company to continue, in a manner that achieves interests to shareholders and provide the
other stakeholders with benefits that use financial Statements. Provide and maintain the best
structure of capital in purpose of reduction of the capital cost.

- To maintain the best capital structure, the management changes the dividend amount paid to
shareholders or reduce the capital or issue new capital shares of capital.

- The company management controls the capital structure by using the ratio of the net
overdraft banks to total capital. It is represented in the net credit facilities in the credit
facilities and payables less cash. The total capital is represented in the total equities of the
company as provided in the separate budget, in addition to the net Credit facilities.

- Hereunder the ration of the net Credit facilities to total equities on 30 September 2022 and
31 December 2021.



total credit facilities and Payables

30 September 2022

31 December 2021

Overdraft banks 430,157,204 181,686,595
Payables 26,519,306 --
total credit facilities and Payables 456,676,510 181,686,595
(Less)

Cash and its equivalent (9,891,541) (6,506,171)
Letters of Guarantee Cover (10,516,364) (9,831,821)
Net Credit facilities 436,268,605 165,348,603
Total Equities 351,700,990 337,952,355
The ratio of net Credit facilities to total equities 124% 49%

31. Significant events

- COVID 19 broke out all over various geographical areas in the world, this caused
suspension of commercial and economic business, the break out of COVID 19 led to
uncertainty in the global economic environment.

The company controls the situation closely, the company activated the continuity plan and other
practices in the risk management in respect of the prospective suspension of works due to the break
out of COVID 19, and its impact on the operation and financial performance.

Due to uncertainty resulting from the break out of COVID 19, taking into consideration the
prospective economic slowdown. The company works closely to overcome the impact of virus on
the gquantitative and qualitative factors to mitigate the large increments in the risks related to the
sectors which are mostly effected by the crisis.

- During February 2022, and due to the events and policies which led to the war between
Russia and Ukraine, which led to prospective consequents on the global economy in respect
of the slowdown and increase the inflation speed, which will have led to high primary goods
prices, such as food and energy, which are deemed one of the main components to many
industries. The management thinks that there is no essential impact from the consequences
of this war on the company's business.

- On 27 October 2022, the Central Bank of Egypt issued a resolution in respect of
decontrolling the exchange rate of foreign currencies against EGP, which resulted in
substantial increment in foreign currencies exchange rate against the local currency (EGP).

- The cash policies committee of the Central Bank of Egypt decided to raise the deposit and
loan interest rate for one night and the price of the main process of the Central Bank by 200
base points to be 13.25 %, 14.25%, and 13.75%, according to order, and it raised the credit
rate and deduction by 200 points to be 13.75%.

32 The applicable most important accounting policy

The accounting policies provided hereunder shall be applied in a fixed manner during the financial
years presented in these separate financial Statements.

32.1 Transactions in Foreign Currencies

- The foreign currencies are converted to the currency of dealings in the exchange rate on the
dates of transactions.



The assets and liabilities of cash nature in foreign currency are converted into the dealings
currency in the exchange rate on the date of financial Statements.

The assets and liabilities measured in fair value in foreign currencies are converted in the
exchange rate used at determining the fair value.

Assets and liabilities of non-cash nature which are measured in fair value in historic cost by
foreign currencies are converted in the exchange rate on the date of transaction.

Generally, the difference of currencies is recorded in the profits or losses. Save as the
differences in the currency resulting from conversion, shall be recorded in other
comprehensive Income items.

Investments available for sale in equities instruments (excluding impairment, the difference
in currencies are reclassified from other comprehensive Income items to profits or losses).
Financial Liabilities are allocated as risks coverage instruments to cover the risks of net
investment in foreign activity as long as the coverage is active.

The Coverage instruments used in cash flows risks as long as the coverage is effective.

Discontinuous operations

The discontinuous operations are part of company’s operations, which may distinguish its
operations and cash flows from the other part of the company.

Classification of a discontinued operation is achieved upon disposal or when the operation
meets the requirements to be classified as held for sale, whichever comes first.

When the operation is classified as discontinuous operations, the comparison numbers are
amended in the profits or losses and other comprehensive income as if this operation is
excluded from the beginning of the comparison period.

32.3 Fixed Assets and Depreciation

A. Recognition and Initial measurement

The fixed assets are recorded in the cost less the total depreciation, and total impairment
losses.

If the essential components of any item in the fixed assets have different productive age, it
shall be accounted as separate items.

(Main components) among these fixed assets

profits or losses resulting from excluding the fixed assets are recorded in the profits or
losses.

The cost includes all direct costs related to the acquisition of asset. 1As for the internally
constructed assets, the cost of the asset includes the cost of raw materials, direct labor and
other direct costs required for the process of preparing these assets to reach the operational
state and at the location and purpose for which they were acquired, as well as the costs of
removing them and restoring the site where these assets are located.

The components of an item of fixed assets that have different productive lives are accounted
for as independent items among those fixed assets.

B) Post-acquisition costs

The post-acquisition expenses are capitalized on the asset only, if it is expected to result in the flow
of prospective economic benefit for the group.



C. Depreciation

The depreciable value of the fixed asset, represented in the cost of asset less the scrap value, is
depreciation in accordance with (Fixed Installment method), along the estimated productive life for
each type of fixed assets, depreciation shall be charged to profits or losses. Lands are not
depreciated. Hereunder a statement of depreciation rates estimated for the current period.

Description of asset estimated productive life (year)
Buildings and Constructions From 33/3 to 50
Plants and Equipment From 8 to 20
Transportation means From 5to 10
Kits and tools From 4 to 20
Furniture and stationary 10

The depreciation method, productive lives, and scrap values of the fixed assets at the end of each
financial period, and is amended, as required.

32-4 Projects under progress

Projects under progress are recorded by cost. The cost includes all the related expenses directly,
which is required to process the asset to the condition in which he operates thereof, and in the
purpose for which it is required, the projects under progress shall be converted to fixed assets when
they are completed and it shall be available for use.

32-5 Grants associated to assets

Grants associated to assets are treated by the long term deferred revenues, and it shall be recorded in
the separate income statement as per the consumption regular basis, in line with the assets
depreciation associated therewith along the estimated productive live, which is estimated by 11 to
13 years.

32.6 Investments
Investments in subsidiaries

Subsidiaries are the establishment which the investee company has the ability to control its financial
and operational policies. It is assumed that the ability to own more than half the voting rights of the
investee company.

The investment in subsidiaries are always recorded in cost less any impairment losses. Then the
company evaluates its investments, each investment individually on the budget date. If the
recoverable amount of investment is impaired than its book value, the book value of this investment
shall be reduced by the value of impairment losses and charge thereof to the income statement.

Financial Investments evaluated in fair value through other comprehensive income

The financial investments which are evaluate by fair value shall be initially recorded in the other
comprehensive Income items. On the date of financial position, the change in the fair value,
whether by profits or losses shall be included among the other comprehensive Income items
directly, except the impairment losses in the investment value are recorded in the income statement.
If the investment is excluded, the consolidated profits or losses, which are previously recorded in



the equities, shall be recorded in the income statement. The fair value of financial investments
which are evaluated in fair value shall be recorded in accordance with the exchange rate in the
active market on the date of financial position. However, the investments which has no trading
price in the exchange market in the active market, it shall be evaluated by referring to an acceptable
evaluation method. This includes using recent neutral transactions or analyze the deduced cash
flows or the forms of pricing options or the other evaluation methods. If the company failed to
evaluate the fair value, it value shall be measured in cost after deduction any impairment in value,

32.7 current Assets maintained for sale purpose.

The current Assets maintained for sale purpose are the current assets which is expected to recover it
book value from the selling deal, mainly, and not to continue using thereof. These assets are
measured in book value or fair value less the sale cost, whichever less.

In case of impairment of these investments, the book value is amended by the value of this impairment, and
it shall be listed in the profits and losses statement. The reimbursement of impairment losses is recognized in
the period in which it occurred, provided that it does not exceed the previously reduced book value, unless an
impairment loss is recognized for the asset in previous years.

32.8 Loan Cost

The cost of borrowing, which is represented in bank interest, commissions, and depreciation of discount rates
or premiums associated with borrowing, and currency differences generated as a result of changes in interest
rates, is charged to the income statement. As an exception, the borrowing cost that is directly related to the
acquisition, construction or production of a fixed asset is capitalized and added to the value of this asset and
depreciated over its estimated productive life.

The capitalization of the borrowing cost as part of the cost of the fixed asset related to it begins when the
actual expenditure on the asset begins and within the period in which the company bears the cost of
borrowing. Capitalization of the cost of borrowing is suspended in the years in which the preparation of asset
is temporarily suspended and when the asset is prepared to be used.

32.9 Inventory

The inventory shall be recorded in cost or net sale value, whichever less. The net sale value is
represented in the expected sale price through the regular activity less the estimated cost for
completion and sales expenses.

The cost of inventory is calculated upon the following basis:

- Materials, spare parts, materials, missions, and packaging: on the basis of its actual cost until
it arrives to the stores, the disbursed shall be priced according to the prevailing average.

- Uncompleted production On the basis of actual industrial cost, which include the direct
industrial wages and materials, the expenses, and the indirect industrial charges in
accordance with the las productive phase achieved by production.

- Completed production On the basis of Industrial cost (direct or indirect) or the net sale
value, whichever less.

- The purchased goods for purpose of sale shall be recorded according to the purchase cost or
the net sale value, whichever less.



32.10 Clients, receivables, debtors, and other debit balances.

Balances of clients, payables, debtors, and other debit balances, which does not include interests,
are recorded in the nominal value, and it appears less the impairment in its value. “The impairment
in value shall be recorded when there is subjective evidence that the company will not be able to
collect all the due amounts in accordance with the original conditions of contract. The impairment
in value is represented in the difference between the book value and recoverable amounts, which is
represented in the cash flows expected to be obtained by the company.

Clients and long term receivables shall be initially recorded in its fair value, and it shall be
measured in the consumed cost by using the effective interest rate method.

32 -11 Cash and its equivalent

The cash and its equivalent includes the cash at banks, cash at hand, and call deposits, as well as
overdraft banks, which shall be paid upon request and are deemed as integral part of the fund
management in the company for purposes of preparing separate cash Flows Statement.

32-12 Evaluating the fair value

- The fair value represents the price that the company shall receive from payment the asset or
the consideration paid through converting the liability in legal transaction between the
participants in market on the measurement date. The measurement in fair value is based on
the assumption that the transaction of selling the asset or transferring the liability will occur
in the main market of asset or liability or the market which will get the highest interest on
the asset or the liability.

- The fair value of asset or liability shall be measured by using the assumptions, which the
participants in market shall use at pricing the asset or liability, by the assumption that the
participants in market will work to achieve their economic interests.

- The measurement in fair value of non-financial assets shall take into consideration the
ability of participant in market to generate economic benefits through using the asset at the
maximum acceptable degree or through selling thereof to another participant in market, that
can use the asset in its maximum capacity.

- in respect of the current assets in the active market, the fair value shall be determined by
referring to the declared market purchasing prices.

- The fair value of items with interests are evaluated according to the deducted cash flows by
using the interest rates on similar items that have the save conditions and same risks
properties.

- However, in respect of the un-included assets, the fair value shall be determined by resorting
to the market value of a similar asset or upon the prospective deducted cash flows.

- The company shall use the appropriate evaluation methods in light of the surrounding
conditions, for which sufficient information are availed for measurement the fair value, then
it maximize using the relevant proofs that can be observed, and reduces using the proofs that
are not noticeable to the minimum.

- All assets and liabilities measured in fair value shall be classified or disclosed in the
financial statements in essential categories to measure the fair value as a whole:

e First level: By using the trading prices (unmodified) for the assets or liabilities, which
exactly in conformity with the active markets.



32.13

second level: By using inputs otherwise the trading prices provided in the first level, but are
not noticeable for assets or liabilities directly (i.e. Prices) or indirect (i.e. Derived from
prices).

Third Level: By using evaluation methods which include inputs of asset or liability, that
does not rely on the noticeable market data.

In respect of assets and liabilities which are recognized in the financial statement frequently,
the entity shall determine if there are any transfers.

Occurred between the three levels of the hierarchy by re-evaluating the classification at the
end of the reporting period.

For purposes of disclosures of fair value, the company put the categories of assets and
liabilities on the basis of its nature, properties, and risks associated with each thereof, and
the level with which it is classified in the hierarchy of the fair value as provided
hereinabove.

Impairment

32.13.1 Underived financial assets

The unclassified financial assets which are evaluated in fair value through the profits or losses,
including the shares accounted by equities method, at the end of each financial period, the company
evaluates whether there is a subjective evidence on the impairment in asset value, including the
subjective evidence on the impairment in asset value.

Failure or delay in payment by the debtor.

Rescheduling due amounts of the group under conditions, which the company will not
accept in other conditions.

Indicators on the bankruptcy of debtor or issuer.

Adverse changes in the payment status of borrowers or issuers.

Disappearance of the active market of financial asset due to the financial difficulties
Existence of clear information that refer to the reduction that may be measured in the
prospective cash flows from a group of financial assets.

In respect of the investment in equities instrument, the subjective evidence on the
impairment includes the significant or continuous reduction in the fair value from cost. The
company considers the reduction of 20 % is important and the term of nine months is
deemed continuous.

32.13.2. Financial Assets recorded in depreciated cost :

The company evaluates whether there is a subjective evidence on the impairment in asset
value, individually or accumulatively. All assets representing relative importance are
assessed according to the impairment individually. In the event no evidence on impairment
exists, it shall be assed accumulatively in respect of any impairment in value, which is not
determined on the assets solely. The assets which are not considered as individual shall not
be considered as relative significant assets, which are accumulatively assessed in respect of
any impairment in value. For purpose of accumulative evaluation of assets, assets with
similar risks are collected together.

When evaluating impairment at the aggregated level of assets, the company uses historical
information about the timing of recovering the loss resulting from impairment and the value
of losses incurred, and makes adjustments if current economic and credit conditions indicate
that effective losses are likely to be more or less than expected by historical indicators.



The impairment losses are calculated according to the difference between the book value of
asset and the current value of prospective cash flows less the actual interest rate of the
financial asset. The losses are recognized in the profits or losses, and the book value of asset
shall be reduced through using calculating the impairment provisions.

If the company considers that there is no real possibility of reversing the loss resulting from
the impairment of asset value, then the relevant value is written off.

If the impairment loss value is reduced, and this reductive is connected subjectively with an
incident occurs after recognizing the loss of value impairment, then the loss of impairment
in value which is previously recorded in the profits or losses shall be recovered.

32.13.3 Financial assets offered for sale

The impairment losses are recognized in the offered for sale assets by reclassification of
losses which are previously recognized among the other comprehensive Income items,
which is collected in the reserve of fair value, and recognized in profits or losses. The
aggregated loss excluded from the equities which is recorded in the profits or losses
represents the difference between the acquisition cost (net after any depreciation or payment
of any principal amount) and fair value less any loss of impairment value of this financial
asset, which is previously recognized in profits and losses.

When the fair value of the debt instrument is classified as available for sale for any
subsequent period, and this increment is related to an event occurred after recognizing the
losses of impairment in value in the profits or losses, then the loss of impairment may return
the value in the profits or losses.

The impairment losses of the value recognized in the profits or losses will not be recovered,
in respect of any investment in the equities instruments classified as offered for sale in the
profits or losses.

32.13.4 Non-Financial Assets

At the end of each financial period, the company shall review the book value of non-
financial assets of the company (other than biological assets, real estate investments,
inventory, and deferred tax assets) to determine whether there is an indication of
impairment. If so, the company shall estimate the recoverable amount of asset. Impairment
of goodwill shall be tested annually.

To perform impairment testing for an asset, the assets are grouped together into the smallest
group of assets that includes the asset and that generates cash inflows from continuous use
that are largely independent from the cash inflows from other assets or groups of assets -
cash-generating units. The goodwill acquired at collecting the works are distributed to units
generating cash or groups of these units at the acquiring company, which is expected to
benefit from the collection process.

The recoverable amount of asset or the cash generating unit is its fair value less the sale cost
or its usage value, whichever larger, the used value of asset is the current value of the
prospective cash flows less the deduction before tax which estimate the current market of
the time value of cash and risks determining the asset of the cash generating unit.

The impairment loss is recognized, if the book value of asset of the cash generating unit is
larger than its recoverable amount.

The impairment losses shall be recorded in the profits or losses. They are distributed to
reduce the book value of goodwill distributed to cash generating unit, then the other assets
of unit are relatively reduced upon the book value of asset in unit



- The resulting losses from the impairment in goodwill value in a subsequent period for the
other assets. The impairment losses are reversed in an amount does not exceed the book
value, which will be determined (in net after depreciation and consumption), unless the
resulting loss from impairment in asset value in the previous years are recorded.

32 -14 Capital
A. Regular Shares

The costs directly related to the issuance of regular shares and subscription options are recorded as
reduction in shareholder’s equities.

Repurchasing Capital shares

When the issued capital shares are repurchased, the paid amount shall be recorded before
repurchasing, which include all direct and related costs to purchasing as a change in equities and the
purchased shares are classified as treasury shares, and it shall appear as deducted from the total
equities.

B) Profit Dividends

The profit dividends are recognized as liability within the period in which the distribution is
declared, and issuance of the resolution of the General Assembly of the company.

C - Capital Management

The policy of the board of directors of the company is to maintain strong capital in purpose of
maintaining the trust of investors, debtors, and market, to meet the future development of business.

The board of directors undertake following up the capital proceeds, which is determined by the
company as net profits divided into the total equities, and the board of directors shall monitor the
level of distributions of profits to shareholders.

There are no changes in the company strategy to manage capital within the year. The company
does not subject to any external requirements imposed to its capital.

32-15 Reserves

Legal Reserve

- In accordance with the requirements of the Corporations Law and Articles of Association of the
company, at least 5% shall be reserved from the net annual profits to constitute the legal reserves.
Conversion to legal reserve shall be ceased when the legal reserves becomes 100 % of the issued
capital.

Regulatory reserves

- In accordance with the requirements of the Articles of Association of the company, at least 5 % shall
be reserved from the net annual profits to constitute the regulatory reserves. Conversion to regulatory
reserves shall be ceased, when the reserves become 100 % of issued capital, the reserves are
indivisible, but it can be used to increase capital and reduce losses.

- The reserves shall be used under a resolution from General Assembly upon a proposal submitted by
the board of Directors in favor of the company.



32-16 Borrowing

Loans and credit facilities are initially recorded as interests in fair value less the relevant costs.
After initial recognition, the loans are recorded in the depreciated value with recording any
difference between the cost and recovery value in the separate income statement along the period of
each loan individually on the basis of actual interest rate.

32- 17 Creditors and Other Credit Balances
Creditors and other credit balance shall be recorded by cost.
32-18 Provisions

Provisions value are determined in the current value of the prospective cash flows less the
deduction rate before tax, which reflects the current evaluations of market for the time value of cash
and risks determining the liability. The increment of the provision book value resulting from using
the deduction to find the current value, which reflect the lapse of time, shall be recognized as loan
cost.

A. Legal claims

The legal claims provisions are recognized when there are legal claims against the company after
getting the appropriate legal consultations.

B. Other Provisions

The other provisions shall be recognized, when there are prospective claims from other parties in
respect the company’s activities as per the latest updates, discussions and agreements with these
parties.

32-19 Revenue
A. The sold goods and provided services

- Recording Revenues

- Revenues are measured according to the amount provided in the contract with the client, and
the collected amount on behalf of third party shall be excluded. The company shall
recognize revenues when the control on a product or service is moved to clients The
principles of the Egyptian Accounting Standard No. 48 is applied by using the following
five steps:

First Step: The company shall calculate the contract with the client in the following cases:

If the approval on contract is given and all parties complied therewith.

If the rights of each parties are determined.

If the payment conditions are defined

If the contract has commercial content.

If the contract is collectable.

Second Step: The company shall determine all the goods or services agreed upon in the
contract, and it shall determine if each good or service agreed upon is deemed as a separate
liability. The good or service is deemed distinguished and it is separated from the other
liabilities in the contract if:
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- The client may use the good or service separately or with other available resources easily to
the client.

- The good or service is defined separately from the other goods or services provided in the
contract.

- Third Step: The company determines the transaction price, which is the consideration
expected against the transportation of the agreed service or goods to either client.

- Fourth Step The transaction price is allocated for each separate liability according to the
separate sale price of goods or services submitted to client.

- Fifth Step Revenues are recognized when the control on the good or service is moved to
clients. The company shall transfer the good or service, when the client has the control of
this good or service. The client gets the control on good or service, if he has the ability to
use thereof for benefit.

B. Interest Revenues

The interest revenues are recognized by using the actual interest rate method The interest revenues
shall be included in the statement of profits or losses among financing revenues.

C. Investment Revenues

The financial investment revenues are recognized within the limits of the profits dividends obtained
by the company for the investee companies, which are realized on the acquisition date as of the date
of issuance of the distribution decision in the General Assemblies of investee companies, that
approved the profit dividends.

D. Profit shares of employees

As per the articles of association of the company, the employees shall have profit shares, which
decided to be distributed in cash on the shareholders of not less than 10 %, provided that it shall not
exceed the total annual wages of the employees in the company. The employees profit shares shall
be recorded as profit dividends, in the Separate Changes in Equities Statement, as a liability within
the financial period, within which the company shareholders approved such dividends when
approved by company's shareholders.

The liability of the employees’ profit shares shall not be recognized in respect of the undistributed profits.
32.20 Expenses

All operation expenses, including administrative and general expenses and sale and distribution
expenses shall be recognized with charging thereof to income statement as per the accrual basis in
the financial period, within which the expenses are achieved.

A. Lease payments

Payments against operational lease contracts from others shall be recognized in the income
statement as fixed installment along the contract period. Collected lease incentives shall be recorded
in the income statement as a part of total lease expenses.

B. Employees Benefits

The liabilities from subscription benefits system shall be recognized as expenses at providing the
relevant services.



The paid subscriptions in advance shall be recognized as an asset as the advance payment may lead
to reducing the future payments or cash recovery.

The company contributes to the Governmental Social Insurance System to the favor of the
employees, in accordance with the social insurance law No. 79 of 1975. The employees and
employers contributes with fixed share of wages under the law. The company’s liability is limited to
its contribution, and the company’s contributions shall be recorded in Profits or Losses on Accrual
Basis,

C. Income tax

The current and deferred tax shall be recorded as revenues or expenses in the profits or losses of the
year, except in the cases, in which the tax arises out of an operation or event recognized in the same
period or different period, beyond the profits or losses, whether in the other comprehensive income
or the directly in equities, or of total business.

1. Current Income Tax

Current taxes of the current or previous years, which are not paid shall be recorded as liability,
however if the taxes already paid in the current and previous period is more than the due value for
these years, the extra amount shall be recorded as asset. The current tax liabilities (assets) values
for the current and previous years shall be measured in the value which is expected to be paid
(recovered from) the tax department, by using the tax prices (Tax laws), whether applicable or will
be issued at the end of each financial period.

The profit dividends are subjected to tax as a part of the current tax. No clearance is made to the tax
assets and liabilities unless certain conditions is met.

2. Deferred tax

The deferred tax shall be recognized according to the ration of the temporary differences between
the accounting basis of assets and liabilities and the tax basis thereof. except the following:

- Initial recognition of Goodwill
- Orinitial recognition of the asset or liability of the operation which:

(1) Is not collection of works.
(2) Does not affect the net accounting profit or the tax profit (tax loss)

The temporary differences associated with the investments in affiliate and sister companies,
together with shares in common projects to the level than can be controlled on timing of reversing
these temporary differences. It is probable that such differences will not be reversed in the
prospective future.

The deferred tax asset resulting from carrying forward the tax losses and the right in unused tax
deduction, and the temporary deductible differences are recognized when there is a high probability
to achieve the taxable profits in the future, through which this asset may be used. The prospective
tax profit shall be determined through the future work plan of each group company. The
unrecognized deferred tax asset situation is re-evaluated at the end of each financial period. The
unrecognized deferred tax assets shall be recognized to the limit with which the tax profits are able
to accommodate the value of the deferred tax asset.



The deferred tax shall be measured by using the tax prices expected to be applied when the
temporary differences are achieved.

When the deferred tax is measured at the end of each financial period, the tax impacts of the
procedures applied by the company for recovery shall be taken into consideration or to pay the book
value of assets and liabilities.

No clearance is made to the tax assets and liabilities unless certain conditions is met.
32.21 Profitability of share

The company presents the main share of its regular stocks. The main share of stock shall be
calculated by dividing the profits and losses related to the shareholders in respect of their
contribution to the regular shareholders in the company on the probable average of the number of
ordinary shares existing within the year.

32 -22 Cash Flows Statement
The Cash Flows Statement are prepared in accordance with the indirect method.
32 -23 Financial Instruments

The company shall classify the underived financial assets among the following categories: Financial
assets classified in fair value through the profits or losses of retained investments until the due date,
loans and debts, and available for sale financial assets.

The company shall classify the underived financial Liabilities among the following categories. The
financial liabilities are classified in the fair value through the profits or losses and other financial
liability category.

A. Underived financial liabilities and assets - Recognition and Exclusion:

The company initially recognizes the loans, debts, and debt instrument issued on the date of its
establishment. While the other financial assets and liabilities are initially recognized on the date of
transaction, when the company is deemed a party in the contractual provisions of financial
instrument.

The company shall exclude the financial asset when the effective period of the contractual right to
get the cash flows from the financial asset is expired, or transferred the contractual right to receive
the cash flows from the financial asset in a transaction, in which all risks and benefits of ownership
of the financial assets is substantially transferred, or if the company failed to transfer or maintain
essentially all the risks and benefits of ownership the financial asset, and the company failed to
control the converted asset, provided that it shall be recognized as an asset or obligation resulting
from the resulting rights or obligation or maintained at the transfer.

The company shall exclude the financial liability either by disposing or cancelling thereof, or the
expiration of the period provided in the contract.

Clearance is made between the financial asset and liability, and the net clearance shall be presented
in the budget. The company currently owns the enforceable legal right to make the clearance
between the recognized amounts, that has the intention whether to settle upon the basis of the net
amounts, recognition of asset and settlement of the liability at the same time.



B. underived financial assets - Measurement:
The financial assets evaluated in fair value through profits or losses:

The financial asset is classified as evaluated in fair value through the profits or losses, if classified
as a retained asset for trading purposes, or it was classified at the initial recognition to be measured
in fair value through the profits or losses, the cost of transaction directly associated with the
acquisition or issuance of the financial asset shall be directly recognized among the profits or losses
at incurring thereof. The financial assets evaluated in fair value through profits or losses shall be
measured in fair value, and the changes in the fair value including any interests or profit shares
dividends are recognized profits or losses.

Loans and debts :

These assets are measured at initial recognition in fair value, in addition to the cost of transaction
directly associated with the acquisition or issuance of the financial asset. After initial recognition,
the depreciated cost is measured by using the actual interest rate method.

Financial assets offered for sale:

These assets are measured at initial recognition in fair value, in addition to the cost of transaction
directly associated with the acquisition or issuance of the financial asset. After initial recognition, it
is measured in fair value, and the changes are recognized in the fair value otherwise the impairment
losses and the impacts of changes in the foreign currency exchange rate of the debt instruments
among the other comprehensive Income items and it shall be collected in the fair value reserves. in
respect of exclusion of these assets, the accumulated profits and losses which are previously
recognized among the other comprehensive Income items shall be reclassified in the profits or
losses.

C- underived financial Liabilities - Measurement:

The financial liability is classified as evaluated in fair value through the profits or losses, if
classified as a retained liability for trading purposes, or it was classified at the initial recognition to
be measured in fair value through the profits or losses, the cost of transaction directly associated
with the acquisition or issuance of the financial liability shall be directly recognized among the
profits or losses at incurring thereof. The financial liabilities evaluated in fair value are measured in
fair value through the profits or losses and the changes in fair value, including any interest expenses
are recognized in the profits or losses.

The other underived financial liabilities are initially measured in fair value less any cost directly
associated with the acquisition or issuance of the liability after the initial recognition. These
liabilities are measured in the depreciated cost by using actual interest rate method.

D. Coverage of Cash Flows Risks

When a derivative is determined as a tool to cover the cash flows risks The active part of change in
the fair value of the derivative is recognized in Other Comprehensive Income items. It shall be
collected in the risks coverage reserves.

Any ineffective part of the change in fair value is directly recognized among the profits or losses.



E- Early End of Service Gratuity

The board of Directors agreed in the hearing dated 815 dated 2 September 2018 on the study
establishing the optional early end of service gratuity for 125 employees who are entitled to have
early pension, whose age exceeds 50 years.

Head of Financial Sector Chairman of Board of Directors
Accountant: Ayman Ahmed Fayed Eng. Essam Albeir Al Dab’
(signature) (signature)

sealed by: Kafr El Zayat Pesticides & Chemicals Co.



