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Translation from Arabic

Auditor's Limited Review Report

To The Board of Directors Of Telecom Egypt Company

We have performed a limited review on the accompanying balance sheet of Telecom
Egypt Company - an Egyptian joint stock company — as of June 30, 2005 and the
related statements of income, cash flows and changes in equity for the financial period
then ended. These financial statements are the responsibility of the company's

management. Our responsibility is to issue a report on these financial statements
based on our review.

Our review was made in accordance with the Egyptian Standards on Auditing relating
to the limited review. This standard requires that we plan and perform the review to
obtain reasonable assurance that the financial statements are free of materal
misstatement. Our review work is limited to obtaining the required information from
company's personnel and analytical procedures applied for financial data and thus
provide less assurance than the audit procedures applied according to the Egyptian
Standards on Auditing for the purpose of issuing an opinion on the financial statements
and accordingly, we do not express this opinion.

Based on our limited review for the financial statements of Telecom Egypt Company
for the period ended June 30, 2005 nothing has come to our attention that causes us to
believe that the accompanying financial statements are not presented fairly in all
material respects in accordance with Egyptian Accounting Standards.

(KPMG Hazem Hassan)

Cairo, August 10, 2005

KPSAG Hazar Hassan partnershp,is a member firm of
KPBMG intermatioral, Swiss Conparation



Telecom Egvpt Company

An E

tian Joint Stock Compan

Financial Position
As of June 30, 2005

Assels

Long Term Assets

Fixed assets (net)

Projects in progress

[nvestments in subsidiaries & affiliates
[nvestments available for sale

Other debit balances - long term

Other assets

Total Long Term Assets

Current Assets

[nventories

Trade receivables

Debtors and other debit accounts
Cash at banks and on hand

Total Current Assets

Current Liabilities

Provisions

Loans installments and facilities due within one year
Banks - credit accounts

Suppliers

Creditors and other credit accounts

Total Current Liabilities

Excess (Deficit) of current assets over current liabilities
Total investments

Financed as follows:-

Shareholders' Equity & Liabilities
Shareholders' Equity

Paid up capital

Reserves

Retained earnings

Met profit for the period / year

Total Shareholders' Equity

Long Term Liabilities

Loans and credit facilities

Bonds loan

Creditors and other credit balances

Total Long Term Liabilities

Total Shareholders' Equity and Long term Liabilities

Note
No.

(4)
(3)
(6-1)
(6-2)
(7)
(8)

(9)
(10)
(11)
(12)

(13)
(14)

(13)
(16)

(17)

(14)
(29)
(16)

Transiation from Arabic

* The accompanying notes form an integral part of these financial statements.

Chairman

Deputy chairman for

Financial & Commercial

Eng./Akil Beshir

Acc./All Salama

30/6/2005 31/12/2004
L.E.(000) L.E.(000)
22 811 447 23534178
1 816022 1314014
1 407 797 708 237
93 829 147 519
1 200 000 1 600 000
117 952 131 610
27 447 047 27 435 558
392 121 410 819
2 357 895 2 600 848
2201 470 1865171
399 770 1 093073
5351 256 5969911
1 483 008 1 507 828
564 714 1 009 650
498 311 1 520220
20 818 571393
2 644 945 2629 845
5211 7% 6 724 936
139 460 ( 755025)
17112 149 17112 149
5097 197 4 646 735
396 380 412 276
1 029702 1 008 663
23635428 23179 843
1 896 375 3 445 986
2 000 000 —
54704 54 704
3951 079 3 500 690
Head of the

financial sector

Acc./All Barakat

Auditor's Limited Review Report "Attached"

(K PMG Hazem Hassan)



Telecom Egypt Company

Translation from Arabic

(An Egyptian Joint Stock Company)

Income Statement

For The Financial Period From January 1, 2005 to June 30, 2005

Operating Revenues

Sales of services
Sales of telephone sets & directories
Other operating revenues

Operating Expenses

Interconnection fees

Fuel

Spare parts

Maintenance

Satellite subscriptions

Depreciation & Amortization

Caost of telephone sets & directories sold
Other operating costs

Gross Operating Profit

Other Operating Expenses
General & administrative expenses

Provisions

Net Operating Profit

Other Income / (Expenses)

Interest income

Income from investments

Interest expenses

Other revenues (expenses)

Foreign exchange gain

Impairment of long term investments
Gain on sale of investments

Gain on sale of fixed assets

Net profit for the period before tax
Income tax expense for the period
Net profit for the period after tax
Earnings per share (L.E./Share)

MNote
No.

(18)

(19)

(20)

(21)
(13)

22)

(25)

For the

For the

Financial Period Financial Period

From 1/1/2005 From 1/1/2004

To 30/6/2005  To 30/6/2004
L.E.(000) L.E.(000)
3937934 3691 255

69 530 74 575
25 782 25 599
4033 246 3791 429
603 012 573 197
24 052 23118
55151 46 405
40 558 30 072
8242 13 429
1 253 320 1203 634
65 154 83 239
435 920 401 954
2 485 409 2375 048
1 547 837 1416 381
457 158 330 526
77 952 131 435
535 110 461 961
1012 727 954 420
9916 3038
137 883 2 796
(200 181) (189 762)
44 504 (35 545)
301 464 76 792
(3 006) —
20 941 —
758 277
312279 ( 142 404)
1 325 006 812016
295 304 204 538
1 029 702 607 478
6.02 3.55

* The accompanying notes form an integral part of these financial statements.

Auditor's Limited Review Report "attached"




Telecom Egypt Company

Transiation from Arabic

{(An Egyptian Joint Stock Company)

Statement of Cash Flows

For The Financial Period From January 1, 2005 to June 30, 2005

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 & emplovees
Cash generated from operations

Interest paid

Payments to Tax Authority

Payments to sales Tax Authority

Other proceeds /(payments) net

Net cash provided by operating activities

Cash flows from investing activities

Payment for purchase of property, plant and equipment
and projects in progress

Proceeds from sale of fixed assets and other assets

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
Payments of long-term loans
Payments of banks - credit accounts
Proceeds from long - term loans
Proceeds from long - term bonds
Payments of capital lease liabilities
Net cash used in financing activities

Net (Decrease) Increase in cash and cash equivalent
Cash and cash equivalent at the beginning of the period
Cash and cash equivalent at the end of the period

MNote
No.

(12)

For the

Financial Period
From 1/1/2005

For the

Financial Period
From 1/1/2004

* The accompanying notes form an integral part of these financial statements.

Auditor's Limited Review Report "attached"
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To 30/6/2005 To 30/6/2004
L.E.(000) L.E.(000
3 594 475 2 964 267
205 244 150 408
67 408 51 877
28 039 11 878
(445 837) (383 371)
(447 298) ( 442 680)
( 137 308) (120 638)
( 467 432) (416 357)
2397 201 1 815 384
(262 861) (242 743)
( 286 862) ( 86 460)
( 365 588) (262 538)
256 385 433275
1738 365 1656918
( 845 488) (844 381)
1 986 1181
(699 435) (1 050)
88 294 —
6 505 36 227
27130 634
(1 421 008) ( 807 389)
(1 960 723) ( 684 073)
(1 066 274) _
29 531 16 250
2 000 000 e
(13 194) ( 8 668)
(1010 660) (676 491)
(693 303) 173 038
1 093 073 147 869
399 770 320 907




Balance as of 1/1/2004

Transferred to reserves

Reducing the other reserves according to
the Extra-ordinary General Assembly
Meeting on 29/3/2005

Adjustment of the revaluation surplus
of sold investments

Dividends for the year 2003

Transferred to retained eamings

Net profit for the year 2004

Balance as of 31/12/2004

Transferred to reserves

Dividends for the vear 2004

Adjustment of the revaluation surplus
of sold investments

Met profit for the period

Balance as of 30/6/2005

Telecom Egvpt Company

{An FEevptian Joint Stock Company)

Statement Of Changes In Shareholders' Equity

For The Financial Period from January 1, 2005 to June 30, 2005

Transfation from Arabic

Share Legal Other Revalution Retained Net Total
Capital Reserve Reserves Reserve Earnings Profit
L.E.(000) L.E.(000) L.E.(000) L.E.(000) L.E.(000) L.E.(000) L.E.(000)
17 112 149 267 485 4 134 359 19 081 218 571 1 087 305 22 838 950
= 54 365 218 571 — — (272 936) —
- - (44 844) = - - (44 844)
A — — (2262) 2262 — =
s - — — - (622 926) (622 926)
= s — - 191 443 (191 443) =
i - — - — 1 008 663 1 008 663
17 112 149 321 850 4 308 086 16 819 412276 1 008 663 23 179 843
- 50 433 410014 — — (460 447) —
— — — — (25901) ( 548 216) (574 117)
— — = ( 10 005) 10 005 e e
e e — — — 1029 702 1029 702
17 112 149 372 283 4718 100 6814 396 380 1029 702 23 635 428

* The accompanying notes form an integral part of these financial statements.
Auditor's Limited Review Report "attached”
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Translation from Arabic

Telecom Egypt Company
{An Eovptian Joint Stock Company)

Notes to the Financial Statements
For The Financial Period from January 1, 2005 to June 30, 2005

1. BACKGROUND

- Establishment of the company

Arab Republic of Egypt National Telecommunication Organization
(ARENTO) was established pursuant to Law No.153 of 1980. Effective
from 27/3/1998 and pursuant to law No.19 of 1998, the legal 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
Mo. 159 of 1981 and Capital Market law No. 95 of 1992.

- Purpose of the company

The main purpose of the company includes:

- Establishing 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.

2. BASIS FOR THE PREPARATION OF THE FINANCIAL
STATEMENTS

The financial statements are prepared in accordance with the Egyptian
Accounting Standards and in the light of the provisions of applicable
Egyptian laws and regulations.

Auditor’s Limited Review Report “attached”™
-5



Translation from Arabic

Telecom Egypt Company
{An Eovptian Joint Stock Company)

Notes to the Financial Statements
For The Financial Period from January 1, 2005 to June 30, 2005

1. BACKGROUND

- Establishment of the company

Arab Republic of Egypt National Telecommunication Organization
(ARENTO) was established pursuant to Law No.153 of 1980. Effective
from 27/3/1998 and pursuant to law No.19 of 1998, the legal 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
Mo. 159 of 1981 and Capital Market law No. 95 of 1992.

- Purpose of the company

The main purpose of the company includes:

- Establishing 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.

2. BASIS FOR THE PREPARATION OF THE FINANCIAL
STATEMENTS

The financial statements are prepared in accordance with the Egyptian
Accounting Standards and in the light of the provisions of applicable
Egyptian laws and regulations.

Auditor’s Limited Review Report “attached”™
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Telecam Egypr Company
Notes to the financial statements
for the financial period ended June 30, 2005

Translation from Arabic

3. SIGNIFICANT ACCOUNTING POLICIES APPLIED

3.1 Foreien currency translation

The company maintains its books of accounts in Egyptian pounds.
Transactions denominated in foreign currencies are recorded at the
declared exchange rates at the date of transactions. At the financial
position date, monetary assets and liabilities denominated in foreign
currencies are retranslated at the exchange rates declared by the banks

dealing with the company at that date. The exchange differences are
recorded in the income statement.

3.2 Fixed assets and depreciation

Fixed assets are carried at cost less accumulated depreciation and any
accumulated impairment losses and are depreciated using the straight-line
method over the estimated useful lives of each type of assets as follows: -

Description Estimated Useful life
Buildings & constructions 10 - 50 Years
Machinery & equipment 6-20 Years
Means of transportation 5-10 Years
Tools and supplies 1-8 Years
Office furniture and fixtures 3-10 Years

3.3 Projects in Progress

This item represents the amounts incurred for projects in progress till be
ready for its intended use in operations. Then, it is transferred to fixed
assets.

3.4 Long term investments

3.4.1 Investments in Subsidiaries and affiliates

Investments in subsidiaries are stated at cost. In case of the existence of
impairment in the carrying amounts of these investments, the related
investment is reduced by this impairment loss, and charged to the income
statement for the period.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the financial statemenis
for the financial period ended June 30, 2003

Translation from Arabic

3.4.2 Available-for-Sale Investments

3.5

3.6

<

Available-for-sale investments are recorded at cost and re-measured as
follows:

- The listed investments in the stock exchange are re-measured at the
end of each financial period at fair value (market value).

- Investments that are not listed in the stock exchange are re-measured
at cost or computed value, calculated in light of an objective study of
the company’s recently approved financial statements by the
companies issuing such notes. Any losses resulting from the decline
in the market value or computed value of the investments compared
with the cost are charged to the income statement for the year.

- The inactive investments (do not have listed price in an active market,
or their fair value can not be reliably measured) are recorded at their
acquisition cost. In the case of impairment in the carrying amounts of
these investments, the related investment is reduced by the impairment
loss and charged to the income statement for the year for each
investment.

Held for trading investments

Financial investments classified as held for trading are recorded initially at
cost. At the end of each financial vyear, these investments are
re-measured at their fair value (Market value). Gain or loss arising from a
change in the fair value should be included in the net profit or loss for the
period in which it arises.

Other assets amortization

This item represents the usufruct for lands occupied by the company and
the usufruct for cables circuits. These other assets are amortized over an
estimate from (10-20) years provided that their useful lives do not exceed
the period of the usufructs.

Inventories

Inventories of goods purchased for resale are valued at the lower of cost
or net realizable value. Inventories of spare parts and materials are valued
at cost. Obsolete or slow moving items are written down to their
replacement value. Cost is determined using the weighted average
method.

Auditor’s Limited Review Report “attached™
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