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Limited review report on the consolidated interim condensed financial statements

To: The Board of Directors of Middle East Glass Manufacturing Company (S.A.E.)

Introduction

We have reviewed the accompanying consolidated condensed statement of financial position at 30
June 2019 of Middle East Glass Manufacturing Company (S.A.E.) and the related consolidated
condensed statements of profits or losses, comprehensive income, changes in equity and cash flows
for the six months then ended. Management is responsible for the preparation and fair presentation
of these consolidated interim flnanclal statements In accordance with Egyptian Accounting Standards.
Our responsibility is to express a conclusion on these consolidated interim condensed financial
statements based on our review.

Scope of limited review

We conducted our limited review in accordance with Egyptian Standard on Review Engagements No.
2410, “Review of Interim Financial Statements Performed by the Independent Auditor of the Entity.”
A limited review of interim financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A limited review is substantially less in scope than an audit conducted in accordance with Egyptian
Standards on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express
an audit opinion on these financial statements.

Conclusion
Based on our limited review, nothing has come to our attention that causes us to believe that the

accompanying consolidated interim condensed financial statements is not prepared in all material
respects, in accordance with Egyptian Accounting Standards.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.)

Consolidated condensed statement of financial position - As at 30 June 2019

(All amounts in Egyptian Pounds)

Non-current assets
Property, plant and equipment
Intangible assets
Investment in associates
Derivative financial insturments
Right of use assets

Total non-current assets

Current assets
Inventory
Trade and notes receivables
Prepaid expenses and other receivables
Due from tax authority
Due from related parties
Cash and bank balances
Total current assets
Total assets

Owners' equity
[ssued and paid up capital
Legal reserve
Share premium reserve
Other reserves
Payments under capital increase
Accumulated losses
Total owners' equity

Non-current liabilities
Bank borrowings
Retirement benefits obligations
Deferred tax liabilities
Long term notes payable
Derivative financial insturments
Lease liabilities

Total non-current liabilities

Current liabilities
Provisions
Bank borrowings
Bank overdrafts
Trade and notes payables
Accrued expenses and other payables
Due to tax authority
Due to related parties
Lease liabilities
Total current liabilities
Total owners' equity and liabilities

The accompanying notes on pages 7 - 19 foj,
Auditor's rggg gttached /@

Mr. Peter Carpenter
Board Member

Mr. Mohamed Khalifa
Chief Financial Officer

22 August 2019

30 June 31 December
Notes 2019 2018

4 1,034,554,458 1,072,396,788
281,985,428 289,864,347
154,560,614 153,152,360

28,033,615 28,033,615

2 69,796,394 .
1,568,930,509 1,543,44'/,110
318,891,485 326,036,727
386,004,321 288,403,810
332,509,666 309,095,862

78,843,552 46,130,620

107,252,524 82,492,368

60,222,414 49,218,858
1,283,723,962 1,101,378,245
2,852,654,471 2,644,825,355
50,322,580 50,322,580

25,161,260 25,161,260

172,217,162 172,217,162

13,129,007 13,129,007

432,825,002 432,825,002
(165,267,277) (278,333,396)
528,387,734 415,321,615

5 665,046,786 783,101,973
9,497,793 10,014,978

79,606,603 82,157,302

- 2,390,918

50,412,519 50,412,519

2 55,905,027 -
860,468,728 928,077,690

30,464,238 31,464,238

5 367,758,648 303,501,784
5 251,581,455 222,333,210
437,219,527 400,338,113
260,481,900 231,493,147
102,945,815 111,540,558

705,752 755,000

2 12,640,674 -
1,463,798,009 1,301,426,050
2,852,654,471 2,644,825,355

m an integral part of these consolidated financial statements.

Gl Lpan b

Mr. Abdul Galil Besher

Chairman
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.) AND ITS SUBSIDIARIES

Consolidated interim condensed statement of profits or losses
For the six months period ended 30 June 2019

(All amounts in Egyptian Pounds)

Six months ended 30 June Three months ended 30 June
Notes 2019 2018 2019 2018
Sales 889,234,312 780,164,862 435,010,124 403,648,524
Cost of sales (603,538,323) (316,794,320) (303,399,186) (272,327,650)
Gross profit 285,695,789 263,370,342 131,610,938 133,320,874
Selling and marketing expenses (87,293,134) (119,551,309) (41,621,216) (61,053,050)
General and administrative expenses (53,313,722} (41,293,685) (28,062.042) (21,802,559)
Other operating expense (13,300,741) (4,367,873) (7,489,279) (1,379,967)
Other operating income 46,291,534 39,722,919 22,432 893 26,072,152
Operating Profit 177,877,726 137,880,392 76,891,294 75,157,420
Finance costs, nct (85,613,935) (134,1066,322) (54,195,110} (72.806,808)
Share of gain in associate accounted
for using the equity method 1,408,254 - 1,090,278 -
Profit before tax 93,672,045 3,714,070 24,686,462 2,350,612
Income tax {10.885,534) (4,187,795 3,269,212 (7.843,458)
Net Profit /(Loss) for the pertod
from continuing operations 82,786,511 473,725) 27,955,674 (5,492,846)
Profit for the period from
discontinued operations (net of tax) 7 435,119,063 20,998,636 1,417,648 8,897,722
Net profit for the period 127,905,574 20,524,911 29,373,322 3,404,876

Net profit for the period from
discontinued operations (net of tax)

is attributable to:
Owners' equity 45,119,063 12,599,182 1,417,648 5,338,633

Non-controlling interests - 8,399,454 - 3,559,089
45,119,063 20,998,636 1,417,648 8.897,722
Net profit for the period is
attributable to:
Owners' equity 127,905,574 12,125457 29373322 (154,213)
Non-controlling interest - 8,399,454 - 3,559,089
127,905,574 20,524,911 29,373,322 3,404,876
Earnings (Loss) per share (Basic /
diluted) from continuing and
discontinued operations
Earnings per share from continuing
operations 6 1.65 (0.01) 0.56 {0.11)
Earnings per share from
discentinued operations 6 0.90 0.42 0.03 0.18
Total earnings per share 2.54 0.41 0.59 0.07

The accompanying notes on pages 7 - 19 form an integral past of these consolidated financial statements.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.) AND I

Consolidated interim condensed statement of other comprehensive income

For the six months ended 30 June 2019

{All amounts in Egyptian Pounds)

Six months ended 30 June

Three months ended 30 June

2019 2018 2019 2018

Net profit for the period 127,905,574 20,524 911 29,373,322 3,404,876

Total comprehensive income 127,905,574 20,524,911 29,373,322 3,404,876
Total comprehensive income
attributable fo:
Owners' equity 127,905,574 12,125,457 29,373,322 (154,213)
Non-controlling interests - 8,399,454 - 3,559,089

127,905,574 20,524,911 29,373,322 3,404,876

The accompanying notes on pages 7 - 19 form an integrai part of these consolidated financial statements.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.) AND ITS SUBSIDIARY

Consolidated interim condensed statement of cash flows

For the six months ended 30 June 2819

{All amounts in Egyptian Pounds)

Cash flows from operating activities

Profit for the period before tax from continuing operations

Adjustments of net profit with cash flows from
operating activities:

Interest expense

Interest income

Depreciation and amortization

Impairment of fixed assets

Share of gain in associate using equity method
Gain on sale of property, plant and equipment
Amortization of right of use asset

Provisions formed

Unrealised foreign exchange gain

Cash flow from operating activities before changes

in working capital

Changes in working capital:

Inventories

Trade and notes receivables

Prepaid expenses and other receivables

Due from tax authority

Due from related parties

Trade and notes payables

Accrued expenses and other payables

Due to tax authority

Due to related parties

Provisions used

Payment of employees retirement benefits
Cash flows provided from operations

Interest paid
Income tax paid
Net cash outflow from operating activities

Cash flows from investing activities

Purchase of propertty, plant and equipment

Proceeds from sale of property, plant and equipment
Purchase of intangible assets

[nterest income received

Proceeds from disposal of subsidiary

Net cash inflow/ (outflow) from investing activities

Cash flows from financing activities
Fixed assets creditors
Bank overdrafts
Proceeds from loans
Loan payment
Payment for long-term notes payables
Lease liability
Net cash inflow from financing activities

Net increase/(decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

30 June 30 June
2019 2018
03,672,045 24,712,706
130,689,930 177,526,448
- (25,716)
85,683,182 77,299,223
238,600
{1,408,254)
(219,941) (177,440)
3,412,710
3,032,520
(41,710,467} (1,111,392)
270,357,805 281,256,349
7,145,242 78,604,187
(97,600,511) (209,242,620)
(38,960,969) (118,934,574)
(32,712,932) (39,793,824)
(24,760,156) (6,792,572)
36,881,414 12,746,800
17,319,140 44,680,829
(202,917) 27,789,329
(49,248) 1,023,898
(1,000,000) (1,339,468)
(517,185) -
135,899,683 69,998,334
(119,020,316) (96,545,588)
(34,927.143)
(18,047.776) {26.547,.254)
{40,884,784) (61,020,138)
904,192 659,899
- (523,795)
- 25,716
58,218,146
18,237,554 (60.858,318)
(1,801,260)
29,248,245 80,743,445
- 23,411,934
(12,087,856) (16,644,245)
(2,390,918) (789,015)
(3,955,693)
10,813,778 84,920,859
11,003,556 (2,484,713)
49.218.858 52,990,662
60.222.414 50,505,949

The accompanying notes on pages 7 - 19 form an integral part of these consolidated financial statements.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

(In the notes ali amounts are shown in Egyptian Pounds unless otherwise stated)

I. General information

Middle East Glass Manufacturing Company S.A.E. (the Company) was established in 1979 as an
Egyptian joint stock company under the provisions of Law No. 43 of 1974 as amended by Law No. 230
of 1989 and further amended by Law No. 8 of 1997. The Company is registered in the commercial
register under number 193770 in Cairo. The address of the Company’s registered office is Nasr City,
6" District, Industrial Zone, Cairo — Arab Republic of Egypt.

The Company is listed on the Egyptian Stock Exchange (EGX).

The Company and its subsidiaries together comprise “the Group™.

The registered office of the Company is 6 Mokhayam El-Daem Street, Sixth District, Nasr City, Cairo.
The Company’s main activity is manufacturing all kinds of glass bottles and containers and the

acquisition of other entities that operate in the same industry.

The parent of the company is MENA Glass Holdings Limited with 51.43% ownership.

Subsidiaries Share Activity

Middle East Glass Containers Sadat 99.97% Manufacturing Glass Containers
MEG Misr for Glass MEG 09.97% Manufacturing Glass Containers
Misr for Glass Manufacturing (owned 99.97% Manufacturing all kinds of Giass
by MEG Misr for Glass MEG) Bottles and the acquisition of other

entities that operate in the same field

These interim condensed consolidated [inancial statements have been approved for issuance by the
Chairman of the Board of Directors on 22 August 2019.

2. Accounting policies

The principal accounting policies applied in the preparation of these interim condensed consolidated
financial statements are the same as included in the annual consolidated financial statements for the
year ended 31 December 2018 financial statements. These policies have been consistently applied to all
the periods presented, unless otherwise stated.

A. Basis of preparation

These interim condensed consolidated financial statements as at 30 June 2019 have been prepared
in accordance with EAS 30 Interim financial reporting. As permitted by EAS 30, the Company has
opted to prepare a condensed version as compared to the year end consolidated financial statements.

These interim condensed consolidated financial statements do not include all of the information and
disclosures required for a complete set of consolidated financial statements, and should be read in
conjunction with the Company’s annual financial stateruents for the year ended 31 December, 2018.



L S—

E—

J— sy

ey

MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

B. New standards, interpretations and amendments adopted by the Company

On 28 March 2019, the minister of Investment issued a decree no. 69 for 2019 which includes new
standards and amendments to the existing standards. The amendments in the EASs have been
published in the official gazette on 7 April 2019. These changes are mainly represented in three
new standards which should be adopted for the financia! periods commencing on or after 1 January
2020 as follows:

1-

3-

EAS No. (48) - Revenue from contracts with customers:

This standard should be adopted for the financial periods commencing on or after | January
2020. Garly adoption i3 permitted, providing that the amended standards No. (1), (25), (26) and
(40) should be adopted at the saine time.

This standard established a comprehensive framework for determining how much and when
revenues should be recognized. This standard replaces EAS No. (11) ‘Revenues’ and EAS No.
(8) “Construction Contracts’.

EAS No. (47) — Financial instruments:
This standard should be adopted for the financial periods commencing on, or after I January
2020. Early adoption is permitted, providing that the amended standards No. (1), (25), (26) and
(40) should be adopted at the same time.

The standard includes a new classes of classification and impairment model for financial assets
which reflects the business model in order to manage the assets and their cash flows through
this business model.

EAS No. (47) replaced the ‘incurred loss® model in EAS No. (?6) by the ‘expected credit loss’
model.

EAS No. (49) — Leases:

Effective 1 January 2019, the Company adopted EAS 49 for all finance lease contracts . EAS
No. 49 introduces a single lease accounting model for lease contracts. A lessee recognizes his
right-of-use for assets and the lease liability representing the lease instalments liability. There
are some exemptions for short-term lease contracts and assets lease contracts with low value.
This standard replaces the EAS No. 20 ‘Accounting rules and standards related to financial
leases’.
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i MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.)
E Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019
[ (In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)
Basis of preparation (continued)
[ The Company performed a detailed assessment of EAS 49 and the impact of its adoption as at
£ 1 January 2019 noted as follows:
31 December Impact of 1 January
. 2018 EAS 49 2019
l Assets
Non-current assets
£ Property, plant and equipment 1,072,396,788 - 1,072,396,788
} Intangible assets 289,864,347 - 289,864,347
Investment in associates 153,152,360 - 153,152,360
- Derivative financial instruments 28,033,615 - 28,033,615
E Right of use assets - 73,209,103 73,209,103
Total non-current assets 1,543,447,110 73,209,103  1,616,656,213
[ Current assets
} Inventories 326,036,727 - 326,036,727
: Trade and notes receivables 288,403,810 288,403,810
, Prepayments and other receivables 309,095,862 (15,547,164) 293,548,698
g Due from tax authority 46,130,620 - 46,130,620
: Due from related parties 82,492,368 - 82,492,368
Cash and cash equivalents 49,218,858 - 49,218,858
5 Total current assets 1,101,378,245 (15,547,164) 1,085,831,081
L Total assets 2,644,825,355 57,661,939  2,702,487,294
Owner's equity and liabilities
i [ssued and paid up capital 50,322,580 - 50,322,580
Legal reserve 25,161,260 - 25,161,260
Share premiwmn reserve 172,217,162 - 172,217,162
/ Other reserves 13,129,007 - 13,129,007
I Payments under capital increase 432,825,002 - 432,825,002
Accumulated losses (278,333,396}  (14,839,455) (293,172,851)
! Net owner's equity 415,321,615 (14,839,455) 400,482,160
{ Liabilities
Non-Current liabilities
r Long-term loans 783,101,973 - 783,101,973
/ Retirement benefits obligations 10,014,978 - 10,014,978
: Deferred tax liabilities 82,157,302 - 82,157,302
, Long term notes payable 2,390,918 - 2,390,918
E Derivative financial instruments 50,412,519 - 50,412,519
L. Lease liabilities - 62,474,522 62,474,522
} Total non-current liabilities 928,077,690 62,474,522 990,552,212
}_ Current liabilities
- Provisions 31,464,238 - 31,464,238
Current portion of long-term loans 303,501,784 - 303,501,784
} Bank overdrafts 222,333,210 - 222333210
Trade and notes payable 400,338,113 - 400,338,113
Accruals and other payables 231,493,147 - 231,493,147
£ Due to tax authority 111,540,558 - 111,540,558
' Lease liabilities - 10,026,872 10,026,872
Due to related parties 755,000 - 755,000
Total current liabilities 1,301,426,050 10,026,872 1,311,452,922
2 Total owner's equity and liabilities 2,644,825,355 57,661,939 2,702,487,294

-9.



[ MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.L.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

;ﬁw-«—-—*

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

Basis of preparation (continued)
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Upon initial recognition, the right of use asset is measured as the amount equal to initially
measured lease liability adjusted for lease prepayments. Subsequently, the right of use asset is
measured at cost net of any accumulated depreciation and accumulated impairment losses.
Depreciation is calculated on a straight-line basis over the shorter of estimated uselul lives of
the right-of-use assets or the lease term, unless there is a bargain purchase option at the end of
the lease.

The lease liability was measured upon initial recognition at the present value of the future lease
payments, discounted with the Company’s incremental borrowing rate. Generally, the Company
uses its incremental borrowing rate as the discount rate. Subsequently lease liabilities are
measured at amortized cost using the effective interest rate method.

Right-of-use assets and lease liabilities will be remeasured subsequently if any one of the
following events occurs:
- Change in lease price due to indexation or rate which has become effective in reporting
period.
- Modifications to the lease contract.
- Reassessment of the lease term.

Transition

The Company adopted EAS 49 on the date the standard becomes effective, 1 January 2019. The
Company adopted the standard using the modified retrospective approach. And that
comparatives were not restated.

Tlie weigliled-average inctemental borrowing rate applied to lease liabilities recognized on
1 Januvary 2019 was 19%.

The following table reconciles the Company’s operating lease commitments as at 1 January
2019, to the lease liabilities recognized upon initial application of EAS 49 at 1 January 2019.

Operating lease commitments as at [ January 2019 110,998,322

Short term leases -

Total undiscounted lease commitments 110,998,322

Discounting effect using incremental borrowing rate (38,496,928)

Lease liability recognized on balance sheet as at 1 January 2019 72,501,394
-10 -
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 3¢ June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

Basis of preparation (continued)
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EAS 49 lease liability presented as:

Non-current 62,474,522
Current 10,026,872
72,501,394
Lease liability as at 30 June 2619
30 June
2019
Commitments in relation to leases are payable as follows:
Within one year 25,039,531
Later than one year 75,438,470
Later than five years -
Minimum lease payments 100,478,001
Discount Rate 19%
The present value of lease liabilities is as follows:
Within one year 12,640,674
Later than one year 55,905,027
Later than five years -
Present Value of Minimum Lease Payments 68,545,701
30 June
2019
Right of use assets as at 30 June 2019:
Beginning of the period 73,209,104
Amortization during the period (3,412,710)
Balance as at 30 June 2019 69,796,394

C. Fair value of financial instruments

(e

JLa——

Eo:.-«.-;.—v-n_a‘w

Fair value is the price that would be received to sell an asset or paid to transfer a Hability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the liability
takes place either:

- In the principal market for the asset or liability, or
- In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Group. The fair value
of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

-11-
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MIDDLE EAST GL.LASS MANUFACTURING COMPANY (S.A.L.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

Fair value of financial instruments (continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorised within the fair value hierarchy, described as follows, based on the lowest level of
inputs that is significant to the fair value measurement as a whole:

Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

. Liquidity risk management

Liquidity risk is the risk that the Group will encounter difficuity in meeting financial obligations
due to shortage of funds. The Group’s exposure to liquidity risk arises primarily from mismatches
of the maturities of financial assets and liabilities.

The Company limits its liquidity risk by ensuring adequate bank facilities are available and by
maintaining adequate reserves, by monitoring forecast and actual cash flows and matching the
maturity profiles of financial assets and financial liabilities. Trade payables are normally settled
within 90 days of the date of purchase.

The table below summarises the maturities of the Group’s undiscounted financial liabilities at 30
June 2019, based on contractual payment dates and current market interest rates.

Between Between
Less than 6 month & 1&2 More than
6 month 1 year years 2 vears
30 June 2019
Trade and notes payable 437,219,527 - - -
Accrued expenses and other payables 241,193,873 - - -
Bank overdrafts 199,714,458 51,866,997 - -
Due to related parties - 705,752 - -
Lease liability 11,992,464 12,352,169 24,704,338 56,910,217
Loans and borrowings 285,549,469 90,133,138 175,770,817 481,352,010
Future interest payments 54,622,514 50,315,131 83,778,319 143,084,016
Total 1,230,292,305 205,373,187 284,253,474 681,346,243
Between Between

Less than 6 month 1&2 More than

6 month & 1 year years 2 years
31 December 2018
Accounts and notes payable 282,964,065 117,374,048 - -
Accrued expenses and other payables® 140,212,617 28,026,395 - -
Bank overdrafts 160,477,097 61,856,113 - -
Loans and borrowings 236,333,838 98,614,008 216,455,420 622,821,984
Long term notes payable - - 2,390,918 -
Total 819,987,617 305,876,564 218,846,338 622,821,984

* Accrued expenses and other payables presented above excludes advances from customers.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (8.A.E.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 20419

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

3. Critical accounting estimates and judgments

(1) Critical accounting estimates and assumptions

The preparation of these financial statements requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these
estimates, The significant judgements made in applying the Group’s accounting policies were
applied consistently across the annual periods. The significant judgements and key sources of
estimation uncertainty that have a significant effect on the amounts recognised in these financial
statements are outlined below.

a.

C.

Employee benefits
Management determines employee benefit liabilities using an independent actuarial expert
and revises the sufficiency of these liabilities on an annual basis according to the accounting

policy.

Property, plant and equipment — useful life

Property, plant and equipment are a substantial portion of the total assets of the Group,
depreciation expense that is related to this property, plant and equipment is a substantial
portion of annual operating expenses.

The useful life of property, plant and equipment which were based on management
estimation and assumptions has a significant impact on assets value. Each item of the
property, plant and equipment has a useful life estimation based on the past experience of
corresponding assets, expected period in which economic benefits will flow to the Group
during the operation of the asset.

The useful life of property, plant and equipment estimates and assumptions are reviewed
periodically to assess if there is any adjustments or changes related to useful life or residual
values if there is any adjustments will be implemented on future years.

Intangible assets useful lives — customer relationships

The Group amortizes customer relationships arising from a business combination using the
straight line method over 5 years which is estimated to be the period of the projected cash
flows for customer relationships.

Impairment of goodwill

The group tests whether goodwill has suffered any impairment on an annual basis in
accordance with the accounting policy. The recoverable amounts of cash generating units
are determined based on value-in-use calculations. These calculations require the use of
estimates.

Impairment of trade receivables

Impairment of trade receivables are estimated according to the aging of the debts.
Management assesses the credit position and the payment ability of customers in which
their debt is overdue as per the given credit facility and estimates, accordingly the Group
recognizes the required impairment.

13-
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( (In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)
E
Critical accounting estimates and judgments (continued)

f. Tair value measurement of derivative financial instruments

The fair value of financial instruments that are not traded in an active market is determined
- using valuation techniques. The Group uses its judgment in appropriately estimating the
f fair value of derivative {inancial instruments. Derivative financial instruments held by the
: Group do not have observable market price and so the Group is required to identify
appropriate valuation models in calculating these fair values in making its estimates,
priority is given to observable inputs.

]

—y

(2) Critical judgment in applying the accounting policies

Sty

Investment in Medco Plast for Packing and Packaging Systems (S.A.E.)

The Company’s management estimated the Company’s level of influence over Medco Plast for

. Packing and Packaging Systems S.A.E. (*Medco Plast”™) and concluded that it has significant

i : influence,although the Company owns less than 20% of the issued capital shares. This
determination is based on the composition of and representation rights on the board Medco

S" Plast and therefore, the investment was classified as investment in associate.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.L.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

Property, plant and equipment {continued)
Pledge on assets:
All machinery, tools and production lines are subject to commercial pledges, as collateral in the first

degree for bank [oans extended to the Group (Note 5).

Project under constructions analysis is as follows:

Balance at Additions Balance at
1 January during the Transfer to 30 June
2019 year Disposal fixed asset 2019
44,433,305 11,200,017 (238,600) (32,195,522) 23,199,200
The balance of project under construction as of 31 December 2018 is represented as flows:
30 June
2019
New and upgraded furnace 6,199,623
Building 3,981,162
Others 1,019,232
11,200,017
5. Bank borrowings and overdrafts
30 June 31 December
2019 2018
A. Borrowings - current portion
Bank loans 367,758,648 303,501,784
Bank overdrafts 251,581,455 222,333,210
Total current portion 619,340,103 525,834,994
B. Borrowings non-current portion
Bank loans _ 665,046,786 783,101,973
Total non-current portion 665,046,786 783,101,973
Total 1,284,386,889 1,308,936,967

Bank facilities extended to group companies are subject to security arrangements as follows:
- Key customers contracts.

- Restrictions over transfers of subsidiaries’ shares owned by the Company.

- Commercial pledges over plant and machineries.

- Insurance and assets acquired in favor of the banks.

- Corporate cross guarantee,

The average interest rate on loans is 2.75% over the Central Bank of Egypt lending rate (the “corridor™

rate) for loans in Egyptian pounds, 4.75% over Euribor for loans in Euro and 3.75% over 3 month Libor
for loans denominated in US Dollars.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.L.)

Notes to the interim condensed consolidated financial statements

For the six months period ended 30 June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

6.

Earnings per share

Basic earnings per share is calculated by dividing the net profit attributable to the shareholders of the
parent company by the weighted average number of ordinary shares issued, after considering the
proposed employees’ profit share.

A. Earnings per share from continuing operations

B.

Six months ended 30 June

Three months ended 30 June

2019 2018

2019 2018

Net (loss) / profit attributable to 82,786,511 (473,725)
owners’ equity

Weighted average number of 50,322,580 50,322,580
issued and paid shares

27,955,674 (5,492,846)

50,322,580 50,322,580

Earnings / (loss) per share 1.65 (0.01)

0.56 (0.11)

Earnings per share from discontinued operations
Six months ended 30 June

Three months ended 30 June

2019 2018 2019 2018
Net profit attributable to 45,119,063 12,599,182 1,417,648 5,338,633
owners’ equity
Weighted average number of 50,322,580 50,322,580 50,322,580 50,322,580
issued and paid shares
Earnings per share 0.90 0.42 0.03 0.18

The diluted earnings per share is calculated by adjusting the weighted average number of ordinary
shares outstanding assuming full conversion of all potential dilutive ordinary shares. As of 30 June
2019, the parent company does not have potential diluted shares and therefore, diluted earnings per
share is equal to basic loss per share.

-17-



MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.L.)

Nofes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

Fry

7. Assets and liabilities of disposal group classified as held-for-sale and discontinued operations

[n October 2017, the Board of Directors of the Company approved the sale of 74% of its 60% investment
in “Medco Plast for Packing and Packaging System S.A.E.” (Medco Plast).

On 14 November 2018, the transaction closed and the consideration for the sales shares representing
74% of its investment in Medco Plast was EGP 505,847,342, of which EGP 101,169,486 was held in
escrow account for completion price adjustment and potential warranty and tax claims in accordance
with the terms of the sale and purchase agreement which is customary in sale transaction. The Company
retains a non controlling interest of 15.6% in the issued capital of Medco Plast which is recognized as
an investment in associate. The value of the investment in associate was measured at fair value at the
loss of control date.

(a) The table below shows the results of the discontinued operations for the period ended 30 June

{ 2019 and for the period ended 30 June 2018

i Six months ended 30 June Three months ended 30 June
2019 2018 2019 2018

} Revenues - 540,896,548 - 293,538,769

) Other income* 58,218,146 - 1,829,223

. Expenses - (519,897,912) - {284,641,047)

| Profits of discontinued

C operations 58,218,146 20,998,636 1,829,223 8,897,722

, Income tax (13,099,083) - (411,575) -

{ Profits of discontinued

: operations after tax 45,119,063 20,998,636 1,417,648 8,897,722

{ * QOther income comprises amounts released from the deferred portion of Medco Plast sale
\ consideration. This deferred consideration was initially retained in escrow account in accordance with
the terms of the sale and purchase agreement and was released during the period after receiving the final
completion price adjustment report.
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MIDDLE EAST GLASS MANUFACTURING COMPANY (S.A.E.)

Notes to the interim condensed consolidated financial statements
For the six months period ended 30 June 2019

(In the notes all amounts are shown in Egyptian Pounds unless otherwise stated)

8. Tinancial instruments by category

Financial assets:

Loans and receivables

30 June 31 December

2019 2018
Trade and notes receivables 386,004,321 288,403,810
Due from related parties 107,252,524 82,492,368
Other receivables 256,357,423 216,791,737
Derivative financial instruments 28,033,615 28,033,615
Cash and bank balances 60,222,414 49.218,858

Financial liabilities:

Other financial liabilities

3G June 31 December

2019 2018
Borrowings 1,284,386,889 1,308,936,967
Trade and other payable 437,219,527 400,338,113
Accrued expenses and other payables 241,193,873 168,239,012
Derivative financial instruments 50,412,519 50,412,519
Lease liabilities 68,545,701 -

- Other receivables presented above excludes prepaid expenses and advances to suppliets.

- Accrued expenses and other payables presented above excludes advances from customers.

9. Segment reporting

The Group did not prepare the segment reporting disclosure but the activities of the Group is wholly
related to the manufacture and sale of glass containers. This is in accordance with the presentations to
the Board of Directors.

10. Subsequent events

On 11 July 2019, the Company’s Board of Directors decided to increase the issued capital by EGP
32,800,000, using the amounts paid under capital increase subject to fulfilment of legal requirements.
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