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Review Report on Condensed Consolidated Interim Financial Statements

To: The Board of Directors of

Orascom Development Holding AG, Altdorf

Introduction

We have reviewed the accompanying condensed consolidated statement of financial position of the
Orascom Development Holding Group as at 30 June 2011 and the related condensed consolidated
statements of comprehensive income, changes in equity and cash flow for the six-month period then
ended. These interim condensed consolidated financial statements are the responsibility of the
Company’s management. Cur responsibility is to issue a report on these interim financial
statements based on our review.

Deloitte Zurich in Switzerland is the statutory auditor of the Group. Our responsibility is limited
only to performing the limited review procedures as illustrated in this report. The accompanying
condensed consolidated financial statements have been prepared by the Company’s management
to be submitted to EGX, according to EGX requirements.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2400
applicable to review engagemenis. This Standard requires that we plan and perform the review to
obtain moderate assurance as to whether the interim financial statements are free of material
misstatement. A review is limited primarily to inquiries of company personnel and analytical
procedures applied to financial data and thus provides less assurance than an audit. We have not
performed an audit and, accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements do not give a true and fair view
in accordance with International Financial Reporting Standards including (1AS) 34 Interim Financial
Reporting.

Cairo, lﬂ/ﬁw
L

-
Kamel M. Saleh ACA
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Oierinal (2) af (4)

F-3






Condensed consolidated statement of financial position

ak 30 June 2011 0 Jume 2011 31 December 2010

CHF Motes

Assetp

MNon-cunment assels

Fropesty, plant and equipment 11 BT 235 783 A6 DFT 41

Investment property 12 B 868 200 TA 355 135
Goodwill 13 T e & 208 RO7
Investiments in associates 14 Al 9% 532 15397 434
Mon-current receivalles 15 A7 410 429 04 719 641

Trelerred tax assets 20 936 539 17 319 445

Finance lease recedvables 15 Suid 04 13 740 381

Crther financial assets 1a A6 B10 P63 TS5 147

Total non-current assets 1175152 752 1244 415 9581

Current asgets

Tnvemtories 17 104 741 000 250 175 662

Trade and other receivables 18 B3 M4 514 156 042 384
Finance lease recrivables 3157 165 2 478 287
Due from related parties 2232 M7 3 RIE 453
Oither financial agsets 16 130 260 10 23R &61

Oiher current assets 1% 109 366 119 119 225 619
Cash and bank balances 172 370 454 278 452 570
Total current assets 707 083 959 B4 022 M6
Tolal asgels 1882 236 711 2 093 438 187
Equity and liabilitics

Capital and reserves

Lzaued capital n &7 BR2 a4 672 B&2 BAd
Feseryves {171 504 295} (74 209 305)
Relained earnings A7 T6E 324 3% B0 378

Equity attributable to owner of the Parent Company 554 356 589 B95 553 436

Non-controlling interests 185 764 496 197 589 B3R

Tatal aquity 1070121 5388 17193 143 824

MNan-ounrent liabilities

Barrawings 23 A5 017 670 270 B32 KET
Trade payables 30 361141 15921 843
Fettrement benedit obligation 199 546 159 46
[ates payable R 684 189 10193 14
Dieferred tax Habilities 7 B36 520 27 93 241
Oither financial labilities 13 %00 D53 15 448 607
Total non-current liabilities 331 299 238 Z60 589 062
Torrawings 23 234 BTG B30 A0 936 67
Trade and ather payables 55 455 203 A1
Tue to related parties 55H 282 2a14053
Current tax liabilitics a 3T L2s 15 975 901

Pravisions B0 714471 A6 TR TR
Crher current labilities 130010 084 LhE 278 355
Taotal curcent liabilides 480 815 825 530 705 301
Tatal liabilibas BIZ 115124 900 794 362
Tatal equity and liabilities 1582 236711 E a3 439 187
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Orascom Development Holding
Condensed conzolidated statement of cash flows
for the period ended 30 June 2071

Six months ended Six months ended
3062011 0062000

G-E - r——wr i e —— RE!tatEd
Cash generated from operations 131554 437) 111 265 501
Interest paid [ 9545 586) [ 1090s 229)
Income tax paid [ 15412 480) [ 10452 729)
Met cash (used in) generated from operating activities {56 4224953 . 89887543
Cash flows from investing activities
Fayments for property, plant and equipment [ 80 764 334) [ 103 336 200
Proceeds from disposal of property, plant and equipment 1361434 9741 310
Interast recelved 3408 277 3 455 703
Increase in non-current trade and other receivable (12,967 370) [ 47 235 650)
Proceeds from dispasal of other financial assels 10,546,913 &
Cash in decansolidated subaidiariea - (3339111}
Payments te acquire other financial assete (] B0 a2y [21259 1243
Met cash {used) in investing activities _ \ve3ss0ILd 1164 643 772)
Cash flows from financing activities
Capital contribution from non-controlling interests 7903510 16 274 935
Proceeds from borrowings 38 034 918 112 557 057
Paymenls to borrowings o {34406 216) 117933 141)
MNet cash from financing activities 42383212 110 848 832
Met change in cash and cash equivalents {92 256 308) 36092 a03
Cash and cash equivalents as at beginning of the financial period 276 452 970 77 899 218
Effects of exchange rate changes on balances of cash and cash equivalent held in foreign currencies {11 826 208) :I'EI]__'I_EEI
Cash and cash equivalents as at end of the financial period 172 370 454 114 782 950
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Notes to the condensed consolidated interim financial statements

1. Description of business

Orascom Development Holding AG (“ODH" or “the Parent Company”), a limited company
incorporated in Altdorf, Switzerland, is a public company whose shares are traded on the SIX Swiss
Exchange. In addition, Egyptian Depository Receipts (“EDRs") of the Parent Company are traded at
the EGX Egyptian Exchange. One EDR represents 1/20 of an ODH share.

The Company and its subsidiaries (the “Group”) is a leading developer of fully integrated towns
that include hotels, private villas and apartments, leisure facilities such as golf courses, marinas and
supporting infrastructure. The Group’s diversified portfolio of projects is spread over nine
jurisdictions, with primary focus on touristic towns and recently affordable housing. The Group
currently operates in Egypt, Jordan, UAE, Oman, Switzerland, Morocco, United Kingdom,
Montenegro and Romania and is continuously seeking development opportunities in untapped yet
attractive locations all over the world. The Group has four existing projects: El Gouna, the flagship
project, a fully-fledged town on the Red Sea coast (Egypt); Taba Heights, on the Sinai Peninsula
(Egypt), the Group's second tourism destination following El Gouna’s business model; the Cove
(Ras Al Khaimah, UAE), the Group's first development experience outside Egypt; and Haram City,
an integrated town dedicated to affordable housing in Egypt, catering for the mass population.

2. Statement of compliance

The Group applies International Financial Reporting Standards (IFRS). The condensed consolidated
interim financial statements have been prepared in accordance with the requirements of TAS 34,
Interim Financial Reporting, and should be read in conjunction with the audited consolidated

financial staternents for the year ended 31 December 2010.

3. Basis of preparation

The condensed consolidated interim financial statemnents include all the subsidiaries controlled b}r

the Parent Company and are presented in Swiss Francs (CIHF).

The preparation of interim financial statements requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and

liabilities, income and expenses, as well as the disclosure of contingent liabilities.
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Actual results may differ from these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in the period of the revision

and future periods if the revision affects both current and future periods.

Critical judgments made by management in the application of IFRS and key sources of estimation
uncertainties were the same as those applied to the consolidated financial stamens of the year ended

31 December 2010.

Comparative information in respect of prior periods has been restated in these condensed
congolidated interim financial statements due to the voluntary, retrospective application of fair

values for the Group’s investment property during the third quarter of 2010.

4, Adoption of new and revised International Financial Reporting Standards

4.1, Standards and interpretations effective in the current period

The following new and revised standards and interpretations are effective for the current period.
The adoption of these standards and interpretations has not led to changes in the Group's
accounting policies.

B_Lg'_ir_is ed Standards

IFRS 7 Financial Instruments — Amendment to IFRS 7: Disclosure
IAS 24 Related Party Disclosure — Revised definition of related parties
IAS 32 Financial Instruments: Presentation — Amendments relating to classification of rights

1ssues

Various  Improvements to IFRS issued in May 2010

MNew Interpretation

IFRIC 14 Prepayments of a Minimum Funding Requirement — Amendment with respect to
voluntary prepaid contributions

~ IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

4.2, Standards and interpretations not yet adopted

At the date of authorizalion of these condensed consolidated interim financial slatements, the
Croup has not adopted the following standards and interpretations that have been issued but are
not yet effective. They will be effective for annual periods beginning on or after the dates described

below,

F-
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Below is a summary of the financial information with respect to the Group’s associates as at
30 June 2011:

JCHF 30/06/2011
Total assets 195 143 239
Total liabilities (131 669 962)
Netassets 63 473 277
Group’s share of net assets of associates 15397156
Total revenue 14 219 822
Total loss for the period {1527 124:[

{ 649 179)

Group’s share of losses

15. Non-current receivables

Non-current receivables mainly decreased due to the foreign exchange losses, which are
further described in note 22,

16. Other financial assets

The share price of the Egyptian Resorts Company (“ERC"), one of the Group’s available-for-
sale equity investments carried at fair value, has significantly dropped in the first six months
of 2011 following an announcement made by ERC on the EGX that the authorities in Egypt
have withdrawn a previously allocated plot of land. This decline in the carrying value of
ERC shares held by the Group amounts to CHF 5.7 mullion and is recorded in net (loss) on
available-for-sale financial assets within other comprehensive income.

Further, due to the political events in Egypt and the related losses on the stock market, the
fair value of the available-for-sale investment in Nasr City Company for Housing &
Development was decreased by CHF 11.9 million, which is also recognised in net loss on

available-for-sale financial assets within other cc:mprchcnsive ncome.

The residual decrease in non current financial assets is of CHF 4.8 million is due to foreign

exchange differences caused by the strong CHF compared to the EGP.

Current other financial assets declined due to Greek bonds as well as a time deposit in

Morocco which were redeemed on maturity,
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17. Inventories

Inventory increased mainly due to development activities in Oman (CHF 36 million),
Switzerland (CHF 14 million) as well as in Orascom Housing Community in Egypt (CHF 6

million).

18, Trade and other receivables

The decrease is mainly caused by trade receivables in Egypt due to the economic slowdown

as well as the foreign exchange losses of EGP compared to CHF.

19. Other current assets

Other debit balances, reported in other current assets, include deferred proceeds of CHF 25.8
million from the sale of all interests in Joud Fund 1, 2, 3 and 4 net of the impairment charge
of CHF 20 million of which CHF 15 million was recorded against other debit balances
at 31 December 2010 to cover any shortfall that might occur as a result of the recent political
developments in the Middle East region. In the current period an additional impairment

charge of CHF 5 million was recorded. .
The remaining decrease in other current assets is mainly due to foreign exchange differences

as explained further in note 22,

20. Issued and paid-up capital

Issued and paid-up capital as of 30 June 2011 amounts to CHF 672 882 864 and is divided
into 28 213 118 registered ordinary shares with a par value of CHF 23.85 per share.

21, Equity swap settlement

The condensed consolidated interim statement of changes in equity includes a balance of
CHF 4.3 million outstanding at 30 June 2011 which is the net effect of two transactions. The
first transaction is the Group's sale of the six percent stake in Garranah companies to the
Garranah family during 2010. The unsettled consideration at 30 June 2011 amounts to CHF
10.6 million of which CHF -10.2 million is reported as a negative component. The remaining

balance arising from such sale of CHF 0.4 million is classified as trade and other receivables.

The second lransaclion relates to the borrowed shares from Mr. Samih Sawiris and has
resulted in the recognition of an amount owed to Mr. Samih Sawiris of CHF 14.5 million

reported as a positive component as further EXplained in note 24,

F-21



22. Foreign currency translation reserve

In the first six months of 2011 the US Dollar as well as the Egyptian Pound both dropped
sharply by almost 15% against the Swiss Franc. As these are still the main currencies within
the Group this decline in the foreign currency conversion rates led to a significant decrease in
the foreign currency translation reserve balance since 31 December 2010 by CHF 79.8 million.
Also various other balance sheet line items were materially affected by the strong Swiss
Franc which explains some of the decreases in the balance sheet and is further mentioned or

Exp]ained in the cnrrespnnding notes.

23. Borrowings

In order to finance working capital requirements, Orascom Housing Communities, a Group

subsidiary, obtained the following new credit facility in the first half of 2011:

e Bank Audi - The Group obtained an Egyptian Pound denominated revolving credit
facility for EGP 19,103,000 (CHF 2 935 558) expiring in January 2012 which bears a
fixed interest rate of 10.10% as at 30 June 2011.

Security: Pledge on Time Deposit

Except for a repayment of CHF 3 million within OHD there were no substantial repayments
of other bank loans during the current period. The decrease within the first six months of

2011 is mainly caused by foreign exchange differences, which is further described in note 22,

24. Related party transactions

Iskan International Project W.L.L. Inc. (Iskan) entered into a purchase agreements with Sifah
Tourism Development Company (5.A.0.C) and Salalah Beach Tourism Development
Company (S.A.0.C) to acquire 165 real estate properties. Mr. Samih Sawiris is a major
sharcholder in Iskan. The other shareholders in Iskan are Oasis Investments and
Management (‘OIM’) and Oman Touristic Developments. The contracts have a value of US$
61.5 million (equals CHF 51.2 million) and are based on normal comunercial terms and
conditions. Iskan transferred the amount of US5 12 million (equals CHF 10.0 million) as a
down-payment. Trade and other receivables balances in the Group’s condensed consolidated
interim financial statements at 30 June 2011 include outstanding receivables in connection
with this transaction in the amount of US$ 26.4 million (equals CHF 22.0 million). No related

revenue has been recognized during the current period.
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On 3 December 2010, the Parent Company borrowed 1 286 353 ODH shares from Mr. Samih
Sawiris free of charge under a securities lending agreement. These shares were intended to
be used for the tender offer regarding the buy-out of the remaining shareholders of Orascom
Hotels & Development SAE (OHD), a company listed at the EGX. For information on the
outcome of this tender offer which was completed on 18 January 2011 refer to note 6. The
borrowed ODH shares were not accounted for as treasury shares by the Group, as Mr. Samih
Sawiris retained the significant rights, such as dividend and voting rights, during the
borrowing period as per contractual provisions. Under the above mentioned securities
lending agreement the Parent Company has returned 330 029 of the borrowed ODH shares
to Mr. Samih Sawiris on 28 July 2011 by way of capital increase, which is further explained in
note 28. As at 30 June 2011 the amount equivalent to the value of ODH shares owed to Mr.
Samih Sawiris of CHF 14.5 million represents the value of the number of shares that were
borrowed from Mr. Sawiris to buy back the shares from the remaining non-controlling
interest shareholders of OHD. The due balance that will be settled to Mr. Samih Sawiris at a
fixed numbers of ODH shares has been classified by the group as an equity instrument

rather than a financial liability and is reported in equity as “equity swap settlement”.

25. Non-cash transactions

The Group entered into a securities lending agreement with Mr. Samih Sawiris in course of

the buy-out of the OHD minority shareholders. Details are provided in note 24.

26. Commitments for expenditure

The following commitments for expenditure have been made for the future development of

the respective projects at 30 June 2011 (in CHF):

Salalah Beach Tourism Development Company (5.A.0.C) 1751 469
Sifah Tourism Development Company (S.A.0.C) 4 660 230
Andermatt Swiss Alps AG (i) 8 000 000
Lustica Development A.D. 2445 000
FEco-Bos Development Limited (ii) 55 050 228

(i) The Swiss subsidiary Andermatt Swiss Alps AG (ASA} has obligations towards the canton
of Uri and the municipality of Andermatt. ASA is responsible for the construction of certain
parts of the tourism resort Andermatt. Within certain periods of time or should the
construction work be stopped for whatever reason, ASA has the obligation to rebuild the

relevant plots of land to the original state. At 31 December 2010, 4,400 ASA shares with a

P23



nominal value of CHF 1,000 each, amounting to a total book value of CHF 4.4 million, have
been pledged as a security to the canton and municipality. During the current period, the
amount of pledged shares with a nominal value of CHF 1,000 has been increased from 4,400
to 7,000. Additionally, land with a value of CHF 1.0 million has been pledged under this
transaction in 2011 and the security towards the canton of Uri will amount to CHF 8.0

million.

(ii) The UK subsidiary Eco-Bos Development Ltd. is committed to purchase three plots of
land from Imerys, a multinational industrial minerals company, to develop an integrated Eco

Town in Cornwall, UK.

27. Litigation

The financial statements of Falcon Company for Hotels (“Falcon”) were incorporated into
ODH's consolidated financial statements at 31 December 2008 in accordance with the
International Financial Reporting Standards, as a result of the business combination

previously effected through one of ODH's subsidiaries whereby control had existed over

Falcon at that time.

Subsequent to the first time consolidation, but prior to the completion of the transfer of the
legal title on the Egyptian Stock Exchange (EGX), a dispute over the Falcon securities
purchase agreement had arisen. At the beginning of October 2009, the Group ceased
consolidating Falcon due to changes in Falcon’s management resulting in a loss of control for

the Group which was one of the reasons of the dispute.

28. Events after the date of statement of financial position

Political situation in Egypt

As already mentioned in the annual financial statements for the year ended 31 December
2010 some substantial political events took place in Egypt since January 2011 that impacted
generally its economic sectors, which led and will probably continue to lead to a decline in
the economic activities in future periods. As described in Note 7, the turmoils in Egypt had a
significant impact on the Group’s operations in the current period. Management expects that
the situation in Egypt, which is still insecure, may have a further impact on the Group’s
operations in future financial periods. For the purpose of disclosure, management estimates
that the Group’s hotel business will experience a drop of approximately 30% in FY 2011
based on the current circumstances. On a positive note, the Group's real estate contracted

sales during Q1 and Q2 2011 is almost in line with the same period last year. This is mainly
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due to the strategic direction that the Group has adopted, since its listing on the SIX, in

diversifying its revenues across different geographical areas.

Furthermore, effect of political situation in Egypt over Property, plant and equipment,
Goodwill, Investment in associates and Other financial assets are under assessment for
impairment.

Delisting OHD from EGX

The Parent Company plans to start the process of completely delisting OHD from the EGX,
as per article 35 of the EGX listing rules, without having to call for an OHD Extraordinary
General Assembly Meeting,.

Capital Increase July 2011

At the Parent Company’s general assembly meeting held on 23 May 2011 in Altdorf the
decision was taken to renew and increase the authorized capital from CHF 155 878 to CHF
119 250 000 by issuing of up to 5 000 000 fully paid-up registered shares with a par value of
CHF 23.85 each until 23 May 2013. With reference to the authorizations of the general
assembly meeting the board of directors has increased the share capital of the Parent
Company by a capital increase resolution on 14 July 2011 in the amount of CHF 7 871 191.65
through the issuance of 330 029 fully paid-up registered shares with a par value of CIHF 23.85
each.

The registered shares were issued at the price of CHF 29.00 each, corresponding to the
closing price of the shares of the Parent Company on 11 July 2011, a total of CHF 9 570 841.
The 330 029 newly issued registered shares were fully paid up on 28 July 2011 by set-off

against the claim of Mr. Samih Sawiris, pursuant to the Securities Lending Agreement.

Change in tax brackets in Egypt

On June 26, 2011, a new tax bracket has been set by the government that is effective on all
entities starting from the first of July 2011. The new tax bracket is 25% for the profit in excess
of 10 million which shall affect the deferred tax calculation based on the new enacted tax
rate. Management expects that the extraordinary political events arising from the 25 of
January political uprising will affect the Egyptian economy in all industries, specially the
tourism and the real estate sectors which are the main activities of the group. The Group has
incurred losses during the period as result of these events (See note No 7 for further details),

therefore, management has significant uncertainty about the results of the group attributable
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