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swbscribars. up 14] porcent on the some poriod bkast year.

Wiiile broadband revenuas curenily cormlitule a relatively smmall part of our 1olal revenus
base, with maore than 50 percent of Egyplians under the age of 25 and one Third under
the age of 15 the counby’s demographic prafle s corsidened highly favarabla o furthes
incregses in demaond lor breodband access and doba semvices.

Recent figures shaw thal Egypd & now fhe thind bigges! markel in the Middle Bast for newly
acauingd PCy [Source: Busingss Monilor Inlemalonal] and with Inlermel penelrafion having
increasod. wa beliove that the polential for o further expansion of howsehold broadband
penafration, curenily ol 2.8 perceni b persvosive,

Wihile il a small component of lolal revenwe, the succeds of ow infernel offeting has
been imstrumantal in parfioly olfseiling e sloedown in relail voice revenees duing fhe
paicd. lnfernal and dola revenves rose 82 percent to BEGP 335 milion in 2007, diven
further by ropid vplake of a promclicnal offer infroduced in Seplember of this year
desigred to combal llegal breodband comnnechon dhanng,

The concepl behind this promalion, o imiled ratfic quota of g reduced monthly rale of
EGP 45 from EGP 75, b o provide an alfreclive altemative bo shoeing and thereby reduce
the number of Begal conmeciions,

Whaolesale

Crwver the pos! couple of years our revenue mix hos chonged, and as the sobe nehwork
provider in Egypt we have bean focussed on expanding ow successhd wholesole offering.
Cir lully digitalized and extemive backbone has been ceniral to this alfart and has
enabled v 1o cater lod e growing demand lrom other apedaton 1o carry (ralfic over
cur milhw ok,

The ncraase in mabile fraffic generated by moblle operabons hos undoubiedly given us
a significant updit. Cur wholasale opporunity & growing strongly ditven by highar mobés
prenairalion which resulled in 31 percen| growlh in mobde-lo-Tined nlerconneclion revénue
and P4 percent growlh in infrostrucbure leasing.

Throwgh the invedtmeant incoms we recetve rom Vodolona Egypt and through increased
demand lor infrestnsciure by the mobile operalon, we confinue o benefil frsm the growlh
in mobile jerices m Egypl,

Wiholesabe revenues now represent one of Telecom Egypl’s fastest growing revenue ines,
Hoving groswn from EGP 2.8 billon in 2005 1o BGPF 3.5 bdkon in 2007, iobol wholesale revanues
have now overfaken Iolal voice revenues we derive Irom o xed Bné Doase,

Managemen! Discussion & Analysis

Damaestic

As compelition increoses In the Egyplion maobile lelscommunications morkel, we ara able
to add to aur own income sireams by caglurng a porion of the revenue generated by
other providens of lelecommunicalions sendces,

Thete were two main factors diving lhe increase in domestic wholesale revenues, The firs
is the increass in moble-to-fived fraffic. The second s revenees from infrostirecture leasing,
doubling year-on-year fo reach EGP 458 milicn in 2007, resulling from on increose in mobde
demand, the enfrance of g third mobile gperalor and the advent of 3G services,

Tolal domestic wholesale revenees rose 42 percent from BGP 473 millon in 2004 1o EGP
TaF milkon in 2007,

irdernaticngal

Internafional compased 78 percend of wholesale revenues in 2007 os intemational
febecommunicotions frafic continuwed o fse during the year. This wos primoeily atiiioutabbs
fo a combinalion of the growih in mobile-lo-international fratfic, resulling ram Egypl’s
conlinued integration inlo the regional and world economies, As o resull of Ihis, and due
fo our state-cl-dha-art infrostiucture, demand from other folecoms operaton lor use of ow
natwork confinues 1o grow.

Infernaticnal wholesabs revenues incrected 14 parcent fram EGP 2.4 billon in 20046 to BGP
2.7 billicen in 2007,

Expansion

In recent yeans, our stralegy has been to increase our international presance. As parl of
this strategy. the company holds an effective 50 percent inlerest in Consarfium Algerden
de Telgcommunications 5.p.0. (CAT), the allermativa fed-ine operalor in Algeda,

The difficulties we have laced, having launched serdces in Algada in Faboany 2004, are
wal-documantad, Having laken the dectilon fo clote the aparation, towards fhe and
of 2007 and inlo 2008 The sifuation has charged o o greal exdent. Recen! events woulkd
sugges! Thal the regulalony posiion within Algeria B changing in support of a iberal margel.
Wiz still beleve thal Algada's low fwed Ene leledensity and o fast growing economy makes
it an atfractive market for lelecommunications providers, Hstodeally, the Algedan fed
e marke! hos been underserved and unexploited potential lor growth remaing,

With o skrong year behind ws, ouwr strategy for 2008 & fo conlinue o focus on oplimidng
our reework o grow wholasale revenues and idenlily and develop new opporfunilies, af
hame and cverseas, thal might provide for susioinoble, long-tenm grosedin,

By lavaraging our existing assets and our unigue geographical pesition, we feel confident
that Telecom Egypt can provide an exceptional intermalional whaolesale offedng bullding
an our damastic netwedk, Added to ihis we will continue fo evaluale palenlial acquisiSons
and Ivedlmen oppofunities for (he fulue B he Middle Eadl and Medh Allca and to o
lessar axtent Afica and BEoslern Eurogee [hal mesl owr crilefa and advanca our pasilion
as a leading regional telecommunicatons specialist,

Financiol Review

Year ended 31 December 2007, compared to twelve months ended 31 December 2004,
in sccordance with IFRS

Telecom Egyp! has conlinued o demonstrale rebust revenee ond subscriber growth,
while closely managing costs 1o increase profilobifly. By closely mancging expandifure
we have sustained EBITCA mangins of over 50 percent for the last & years.

While our operalional and financial perlormonce n 2007 i relleclive ol our own ellorts,
it is underpinned by o buoyanl Egyplian economy. Cumant macro economic lachon
Including strong GOP growdh, cumency stabifly and favourabls demographics have all
coniibuted posiivaly 1o consumer spanding, service penalialion level in both volce
lelephony and temet and increased leyvel of serdce uiage,

Ciur strong operaficnal performance hos been mosked somewhal by the impairmant
charge relating to our Algedon operaticn, faken in 2007, This affected our finonciak for
the 12 manihs perdod ending Decembear 2007 In bwo weays. Fisl, o non-tecuning and non-
cash impairment ks on long lerm receivables of EGP 247 million, Secondly, a share of
loss of amociales of EGP 59 milion. Hence, the tolal negative linoncial impact related to
our investmeni in Algerda omounled o EGP 304 milion.

The impact on our boliom ine of the ene off impairment s a disirocticon from somea
excelen! operalional perfcrmance, When ilipping cul 1he ellect ol the mpanmént ks
on the bottom ling lor tha reporfing pericd, comsalidoted el profit would hove shown g
10 percant year-on-year increase.

Revenues

Comalidaled revenues increased by five percent in 2007 to EGP 10 bilkon tor the year
endad 31 December 20007, from EGP 2.5 bilkon for the same petiod in 2006, Cur revenus
mix reflects the changing nalure of ke Egyplian telecommuenications market. in e with
our business sirategy, the maln diver for grosdh in bhe pedod wos the revenoes we dedve
friom domestic and intemalionol whaolesale, which increosed 22 percent in 1olal and now
accounis for 35 percent of our lolal revenues,

Management Discussion & Analysis

Rawvenwos from relall serdces

Allhough ralall revenves have sighity decreased from EGP 4.7 blllcn in 2006 1o BEGF 6.5
bilian in 2007, his decline hos bean more than compensaled lor by (he incleoss
wholatals ievenues, ai we caler lod capacily feguirements of ather operatods,

Meanwhile, through Telecom Egypt’s subsidiary company TE Daltao, foke up of Infemet
and dafa serdces has demonstrated impressive growth as ADSL subscribers more than
doubled dunng lhe year, repreéteniing a 52 percent markel share. Infemel and data
rrvenues ipached EGP 335 millon In 2007, compared to EGP 184 milicn in 2004,

in 2007, we expardenced some prassuwe on local long distance and fixed o mobike rebol
revvanues. Owverall this resulied ina 13 perceni decline in lofal rebail revenues.

Revenuss rom whalesale sendces

Tolal revenues from domestic wholesole serdces rose substantioly on the previows yoor
ending HOF vp 42 percent on those achieved in the hselve months ended 31 Decemiser
2006, at EGP 747 milkon, This was ditven by two lacion: mobile-to-fixed nferconnection;
and revenue rom leaiing Telecom Egyp!™s extendive inlmastrucivre fo other lelacoms
providers, which witnossed o ¥4 porcen! incregsae.

Mobde-lo-fixed fraflic has incremed comslderably as a result of higher mobse panatralion.
This has bed toa rse in revenues fiom mobie-fo-fiwed call interconnecton by 31 percant
fo EGP M0 milion lor The bwelde monihs ended 31 December 2007 lrem EGP 236 million
for in 2004,

Wholesale revenuas rom mobile-la-international calk ako increased by 34 parcent o
EGP 1,074 milkon for The hvelve months ended 31 December 2006 from EGP 801 milion
for the same pericd in 2006,

An incraase in incoming infemaotionol frafic hos led fo evanoes iom Booming intemabonal
calk fing by 3.5 percant to EGP 1.6 bilian tor ihe twebve months ended 31 Decembear
2007 froem EGF 1.5 bilkon lor same pedod in 2004,

Oparoting expenes

Oparaling expenses incremad by 4 percent fo EGP & billon for fhe twelve months ended
3 December 2007 o a result of increases in mainfenance cosls, lvel expentes and other
oparaling cosls, including expanses relating 1o elecinicity, sfalionary, waler and
fronsporialion.

Salling and disiibuviion expentes

sakwies ond olher seling and dishibulion expenses were lhe main contibulon 1o 28
porcen! incrome in seling ond dishibufion expenditure. o BEGP 262 milicn (or Fhe ull yeor
ended 3| December 2007 from EGP 283 milkon for 2004,
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General & administrative sxpenses

Owr engolng effods fo nvest and Improve the qualty of Telacom Egypl worklorce and
a mandatony increase in salodes ol administrative amployvess have contibuled 1o an
inefeaLe in adminsiratve sxpenies of 12 percen! to BGP 1,2 billion for the hweba months
ended 31 December 2007,

Eamnings Belore Inlesest Tax, Depreclalion and Amorflisation (EBITOA)

Oine ol ow key moanagement mebics & the ERITDA margen. Qur ability to maintain this
proflabilly melic i g urher demonstralion of gur commilment 1o siicl cosl conlrols,
To anmive ot cuwr EBITDA calcuiaticns thore are theee major cost itoms in addifion lo provision
and Impairmeant,

Firstly, Inferconneciion costs which represant 13,7 percent of iolal revenues, a sighi decine
from 144 percent of revenues in 2004, Second, tolal pesonnel cosls, including cosis
rabating to our employeas remuneralion and clher contributions, which represenied 19
percent of total revenuwes; still within industry norms. Other operating expenditure s
e firal item and in 2007 this was higher ol 14.8 percent vemus 1.8 percent in 2004,

The stability of cur EBTDA morgin, comsistfantly cne of the highes! in the indusiry, & somaething
wia ore immensely proud of and are commilited to prolecling.

Financial income and expenies

Chur inwesiment in Vodolons Egypl has ogoin made o subsiantial confribulion 1o The yeaor
and resull for 2007, Ow invesiment stoke hos conhibuled EGP 1.1 bilfon in investment
income.

In 2007, TE registered a nel ledeign exchange ledt of EGF 74 millicn dawn lrom EGP 124
rmilkan in 2006,

Interes| expenses weare v S0 percent from BGP 407 milion in 2006 1o EGP 411 milkon n
2007,

Income tax expense
Incame fax expense increosed by 10 percent, fo EGP 513 millon for the twebre moniths
endad 31 December 2007 from EGP 448 milion for the same period in 304,

Managemen! Discussion & Analysis

MWal profi

As 0 company. we are vary proud of our rack record of profifabdity: achleved In tha
conlexd of a changing markel. Consolidated nel proll aller tax, preapomed wndar IFRS.
ihewed adight decieate of 2 percent 1o EGP 2.37 B#lion far the bwabee months ended
Al Decamiber 2007 rom BGP 2.44 billion for the full year 2004, However [his decrease
under IFRS b aliributable (o the recognilion of cedadn employes costs, required under
Egyptian law, that are not expensed under Egyplion GAAP. Under Egyplian GaAAP
equivalent consoldated net profil offer lax for the peded was EGP 2.5 bilion, a 4.4 percent
incraase compared 1o 2004,

imvesimenis in inlrastiuciure
O existing digilal feed-Ene nebwork is extensive, with more fhan 25,000 diomeires of fibe
oplic cobles covering ninaty-five percent of populated areas in Egypt,

Becouse our nefwork B fully digifcized and shill has significent hoodroom copacily we
hawve bean able fo implement o capitol espendduvre (capex) raficnalsalion progrom that
has reduced capes, while maintaining quakly and serdcing the appelite lor capacity
from ol operalton. Comparable copex relaled cash Bows were hall those in 2004
coming in ol EGP 71 milkon versus EGP 2.3 bilkon in 2006,

Dk

We conlinue lo genenale sgnificant ee cash low and our oblective & o pul this te good
waork, Hoving geared up the balonce sheel in 2004 1o finonce the ocquisifien of The
addifional slake in Yodatone Egypl we hove taken steps to reduce net debl duwing 2007,
This program fook et debl fo BEGP 4.9 billion by the end of 2004, giving a net debt fo
EBITDA ralio of 1.27 fimes. We have now brought this down to 0LF Himes, with net debl
slanding at EGF 3.7 bilkon as al 31 Decembier 2007,

It is mol ow Infendion fo deleverage completaly. Our aim i 1o keep sufficlent borowing
haadroam lo malntain mostrmem funding flaxibiity as we seak oul the rghl investment
oppotunities,

Dividend policy

Owr policy s 1o poy dividends, which we have done fof the lost theee ool years, when
parmiiled by ow and suibject lo condderation al fubwe copital expandifure and investrmeant
requirements, as well ai aur overal inancial condition,

Sharaholders alect o distibule all or part of the Diskibuloble Profits al the Telecom Egypl
Ordinary General Assermnbly. Pursean! to Egyption lkegal requirementis, Telecom Egypt
convened an Ordinary General Assembly on 31" of March 2008 o review the avdited
financial statements for 2007 and to determing dividends, if any. to be dislibuted, Al
financial stalements and resolufions were duly possed. The Boord of Telecom Egypl has
approved a dividend of EGP 1,00 per shore, as dechded by ow annual general assemibly
meeting at 314 of March 2008,

Management Discussion & Analysis
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