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Translation from Arabic

AUDITOR'S REPORT

TO THE SHAREHOLDERS' OF TELECOM EGYPT COMPANY

We have audited the accompanying consolidated financial statements of Telecom
Egypt Company (An Egyptian Joint Stock Company) and its subsidiaries, represented
in the consolidated balance sheet as of December 31, 2006 and the related
consolidated statements of income, cash flows and changes in equity for the year then
ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements
based on our audit. '

We conducted our audit in accordance with Egyptian Standards on Auditing and in
the light of provisions of applicable Egyptian laws and regulations. Those standards
require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatements. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall
financial statements presentation. We have obtained the information and explanations,
which we deemed necessary for our audit. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above together with
the notes attached thereto present fairly, in all material respects, the consolidated
financial position of the company as of December 31, 2006 and the results of its
operations and its cash flows for the year then ended, in accordance with Egyptian
Accounting Standards, and comply with applicable Egyptian laws and regulations.

B Bogena)
KPMG Hazem Hassan
Public Accountants & Consultants

Cairo, March 12, 2007



Translation from Arabic
Telecom Egvpt Company

(An Egyptian Joint Stock Company)
Consolidated Balance Sheet

As of December 31, 2006
Note 31/12/2006 31/12/2005
No. LE(000) LE(000)

Long-Term Assets
Fixed assets (net) (4) 21073 795 21 833 589
Projects in progress (5) 1010913 1146 797
Investments in affiliates (3-6)+(6-1) 6522971 1539 465
Available for sale investments (3-7)+(6-2) 91 338 95197
Other long-term receivables 7 1156 296 1512901
Other assets (net) (3-9)¢(8) 219190 126 769
Total Long Term Assets 30 074 503 26254718
Current Assets
Inventory 9) 597 928 494 776
Trade and notes receivable (10) 2997 809 2559673
Other receivables (11) 1655295 2160 733
Investments held for tarding ; (12) 123 090 —
Cash on hand and at banks (13) 588 845 768 016
Total Current Assets 5962 967 5983 200
Current Liabilities
Loan installments and facilities due within one year (14) 890 651 476 487
Bond loan installments due within one year (21) 400 000 —
Banks - credit accounts 15396 419 061
Banks overdraft 77762 158 474
Suppliers & notes payable (15) 181718 103 768
Dividends payable : 9752 36 593
Creditors and other credit accounts (16-1) 2995391 2926 577
Provisions (17 481229 1 255 653
Total Current Liabilities 5051 899 5376613
‘Working capital 911 068 - 606 587
Total investments 30985571 26 861 305
Financed as follows:-
Equity and long-term liabilities
Equity
Paid up capital (19) 17070716 17070 716
Reserves (20) 4264512 3416774
Retained earnings 801 222 402 035
Translation difference adjustments ( 185) ( 78)
Net profit for the year 2426 877 2097275
Total equity attributable to equity holders of the parent 24 563 142 22986 722
Minority Interest 34 839 22031
Total Equity 24 597 981 23 008 753
Long-Term Liabilities
Loans and credit facilities (14) 4505 439 1734821
Bonds loan (21) 1 600 000 2 000 000
Creditors and other credit accounts (16-2) 165972 56459
Deferred tax liabilities (3-23), (22) 116 179 61272
Total Long-Term Liabilities 6 387 590 3852552
Total Equity and Long-Term Liabilities 30 985 571 26 861 305

The accompanying notes from No. (1) to No. (39) form an integral part of these financial statements.

Chairman Deputy of the Executive President Head of the
And the Executive President forw financi
= — S
Eng./Akil Beshir Acc/Ali Salama

Date : 11 March, 2007






Telecom Egypt Company

(An Egyptian Joint Stock Company)

Consolidated Statement of Cash Flows

For The Financial Year Ended December 31, 2006

Cash flows from operating activities
Cash receipts from trade receivables

Sales tax collected from receivables

Stamp tax and fees collected (from third party)
Deposits received from receivables

Cash paid to suppliers

Cash paid to employees

Cash paid on behalf of employees

Dividends paid to shareholders & employees
Net cash from operating activities

Interest paid

Payments to corporate Tax Authority
Paymentsto Sales Tax Authority

Other proceeds/ (payments) (net)

Net cash provided by operating activities

Cash flowsfrom investing activities

Payment for purchase of property, plant & equipment ,
projectsin progress & intangible assets

Proceeds from sale of property plant & equipment
Payments for purchase of investments

Proceeds from sale of investments

Interest received

Dividends received

Net cash used in investing activities

Cash flows from financing activities
Repayment of borrowings & facilities relating to

acquisition of property, plant & equipment, projects in progress

and intangible assets.

Repayment of other borrowings & facilities
Payments by minority for capital increasein
subsidiary companies

Proceeds from long - term bonds i ssued

Proceeds from long - term loans

Repayment of banks credit accounts

Payment of financia |ease obligations

Increase in long-term obligations

Net cash provided by (used in) financing activities

Net I ncrease (Decr ease) in cash and cash equivalents during the year

Trandation difference adjustments
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The accompanying notes from No.(1) to No. (39) form an integral part of these financial statements.

Note
No.

(32)
(32)

2006 2005
LE(000) LE(000)
7520 697 7068 735
524 704 449 225
83 542 94 472
50 241 51281
(663 380) (203 830)
(1039 759) (1018 539)
(318 041) (291 892)
(1089 897) (723 507)
5 068 107 5 425 945
(326 522) (404 916)
(577 374) (349 548)
(607 510) (689 071)

23833 (351 616)
3580 589 3630 794
(1936 707) (2 485 621)
2290 16 870
(4 859 018) (670311)
138 749 88 294
44693 20 307
345 105 140 396
(6 264 839) (2890 065)
(428 625) (630323)
(1 088 366) (1570 938)
12 904 3256

— 2 000 000
4525 000 29531
(403 665) (1049 193)
(44 254) (28 905)
( 759) ( 250)
2572 235 (1246 822)
(112 064) (506 093)
65 5
598 472 1104 560
486 473 508 472




Balance as of 31/12/2004

Adjustments to retained earnings

Minority interest’s share in capital increase
Transferred to reserves

Dividends for the year 2004

Adjustment to reval uation surplus of sold investments

Reducing of other reserves against decrease the land &
other assets according to the Extra-ordinary General
Assembly resolution on 21/9/2005

Reducing the share capital according to the Extra-
ordinary General Assembly resolution on 21/9/2005

Transferred from minority interest due to the changein
capital shareholding percentage

Transferred to retained earnings
Trandation difference adjustments
Net profit for the year 2005

Balance as of 31/12/2005

Adjustments to retained earnings

Minority interest’s share in capital increase of
subsidiary company

Transferred from minority interest due to the changein
capital shareholding percentage

Transferred to reserves

Dividends for the year 2005

Increase in other reserves by the adjustments made in
the land caption

Transferred to retained earnings
Trandation difference adjustments

Net profit for the year

Balance as of 31/12/2006

(An Egyptian Joint Stock Company)

Telecom Egypt Company

Consolidated Statement Of Changes In Equity

For The Financial Year Ended December 31, 2006

Paid up Legal Other Fair value Retained Trandation Net Total equity Minority Total
capital reserve I eServes reserve earnings difference profit attributableto interest equity
adjustments equity holders of
the parent
L E(000) L E(000) L E(000) L E(000) L E(000) L E(000) L E(000) L E(000) L E(000) L E(000)
17 112 149 322 347 4 308 086 16 819 413 705 ( 39 1025 167 23198 239 17 940 23216179
- B - (11742) B - (11742) N (11742)
- - - N - - - - 2661 2 661
— 51390 410 014 N - ( 461 404) - — -
— — — - (25901) - (548 312) (574 213) ( 834) (575 047)
(10 005) 10 005
(1723 339) (1723 339) (1723 339)
(41433) 41433
29 455 484 ( 484)
— — — — 15504 ( 53) (15451) — — —
- - - - 9 9 - 18 (6 12
- _ - - - - 2097 275 2097 275 2754 2100 029
17 070 716 373 766 3036194 6814 402 035 ( 78) 2097 275 22 986 722 22031 23008 753
- - - (2 605) - - (2 605) ( 225) (2 830)
12 904 12 904
45 479 524 ( 524)
— 93 064 650 000 — — — (743 064) — - -
- - - - (1394) - (951576) (1952 970) (2 246) (1955 216)
104 629 104 629 104 629
_ _ — - 402 639 (4 (402 635) — — —
_ _ _ _ 68 ( 103) _ ( 35) 4 ( 31)
_ — _ — _ — 2426 877 2426 877 2895 2429772
17 070 716 466 875 3790823 6814 801 222 ( 185) 2426 877 24 563 142 34 839 24 597 981

The accompanying notes from No. (1) to No. (39) form an integral part of these financial statements.



1.

Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notesto the Consolidated Financial Statements
For The Financial Year Ended December 31, 2006

BACKGROUND

Establishment of the company

Arab Republic of Egypt National Telecommunication Organization
(ARENTO) was established pursuant to Law No0.153 of 1980. Effective from
27/3/1998 and pursuant to law No.19 of 1998, the lega form of (ARENTO)
was amended after the revaluation of its assets on 26/3/1998 to become an
Egyptian Joint Stock company under the name of Telecom Egypt Company
(TE) subject to the provisions of the Company Law No. 159 of 1981 and
Capital Market law No. 95 of 1992.

Purpose of the company

The main purpose of the company includes:

- Establishing and operating telecommunications networks.
- Providing telecommunications services.

- Operating and maintaining the networks, equipment and machinery
necessary to provide the services.

- Executing projects necessary to accomplish its purposes.

- Cooperating with international companies and organizations to connect
the Arab Republic of Egypt with the world.

By virtue of the approva of the company s Extra-Ordinary General Assembly
held on 6/12/2005, the following activities were added to its objectives: real
estate investment for serving its purposes, and executing its projects and in
order for the company to achieve its purposes, it is entitled to establish or
participate in establishing new companies or existing companies operating in
the same, complementary or related activities. Annotation to this effect was
made in the commercial registry on 16/1/2006.

2. SCOPE OF THE CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements include the parent company and subsidiaries
under its control asit holds more than 50% of their capitals.






