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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 consolidated financial
statements of Telecom Egypt Company “an Egyptian joint stock company”,
represented in the balance sheet as of March 31, 2008 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. Qur
responsibility is to issue a report on these financial statements based on our review,

We conducted our review 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 as to whether the 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.

Based on our limited review for the financial statements of Telecom Egypt Company
for the period ended March 31, 2008 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
Public Accountants & Consultants

Cairo, May 12, 2008



Transfation fiom Arabic
Telecom Egvpt Company
(An _Egyptian Joint Stock Company)
Consolidated Balance Sheet
As of March 31, 2008

Note 31/3/2008 31/12/2007

No. LE{000) LE(000)
Long-Term Assets
Fixed assets (net) ) 18 839 367 19 372 408
Projects in progress (5) 841 345 843 565
Investments in affiliates (3-6):(6-1) 6 702 248 6921 428
Available for sale investments (3-7)4(6-2) 105 253 105 970
Qther debit balances - long term (7 59303 426 303
Other assets (net) (3-9)¢(8) 213 851 223722
Total Long Term Assets 26 761 367 27 893 396
Current Assets
Inventory (9 472 491 508 416
Trade and notes receivable (10) 3430 544 3100723
Other receivables (11) 1825122 1691 762
Investments held for trading (12) 96 365 94 592
Cash at banks and on hand (13) 2428 338 1302 241
Total Current Assets 8 252 360 6697 734
Current Liabilities
Loan installments and facilities due within one year (14) 1 083 639 1027 034
Bond loan installments due within one year 2n 800 000 800 000
Banks - credit accounts 10 104 6 683
Banks overdraft 449 769
Suppliers & notes payable (15) 115783 130548
Dividends payable 1789 136 829
Creditors and other credit accounts (16-1) 3676 333 3195913
Provisions (17) 318981 324382
Total Current Liabilities 7794 425 5485958
Working capital 458 435 1211776
Total investments 27219 802 29105 172
Financed as follows:-
Equity and long-term liabilities
Equity
Paid up capital (19) 17 070 716 17070 716
Reserves 20) 5127 149 5019013
Retained earnings 1 642 243 1120 450
Translation difference adjustments ( 591) { 59D
Net profit for the period/ year 556 879 2 534 286
Total equity attributable to equity holders of the parent 24 396 396 25743914
Minority Interest 40919 39 846
Total Equity 24 437313 25 783 760
Long-Term Liabilities
Loans and credit facilities (14} 1832919 2350988
Bonds foan {21) 300 000 800 000
Creditors and other credit accounts (16-2) 61951 62 045
Deferred tax liabilities (3-23), (22) 87617 108 379
Total Long-Term Liabilities 2782 487 3321412
Total Equity and Long-Term Liabilities 27219 802 29105172

The accompanying notes from No. (1) to No. (37) form an integral part of these financial statements.

Chairman & Chief Vice President & Chief Financial Controller
Executive Officer Financial Officer
Akil Beshir Tarek Tantawy Khaled Heshmat
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Telecom Egypt Company

{An Egyptian Joint Stock Company)

Consolidated Income Statement

For The Financial Period Ended March 31, 2008

Operating Revenues

Operating Expenses
Interconnection fees

Fuel

Spare parts

Maintenance

Satellite subscriptions
Depreciation and Amortization
Other operating costs

Gross Operating Profit

Administrative expenses

General & administrative expenses
Selling & distribution expenses
Provisions

Impairment loss on assets

Net Operating Profit

Other Income / (Expenses)

Interest income

Income (Loss) from investments

Interest expenses

Other revenues

Impairment loss on available for sale investments

Gain from re-measurement of held for trading investments
Gain on sale of available for sale investments

Capital gain

Foreign exchange loss

Net profit for the period before tax
(Less) Add:

Current tax expense for the period
Deferred tax

Net profit for the period
attributable to :

Equity holders of the parent
Minority interest

Net profit for the period

Earnings per share (LE/Share)

Note
No.

(23)

(24)

(25)
(26)
(17)
(18)

(27)

(28)
(29)

€1))

Transiation from Arabic

For the For the
Financial Period Financial Period
From 1/1/2008 From 1/1/2007
To 31/3/2008 To 31/3/2007
LE(000) LE(00D)
2386 661 2377758
325295 291 813
15969 14 148
58134 19 812
21003 15089
4 049 5754
668 100 714 658
399 842 326 606
1 492 392 1 387 880
894 269 980 878
309411 312903
89 769 65 081
5 080 5334
19 811 13 §19
424 (071 397 137
470 198 592 741
28 655 11 661
272073 222 499
{ 105 268) (159 855)
47 893 55152
( 717) { 616)
1772 1 953
— 233
145 45
(50 045) (13 852)
194 508 117220
664 706 709 961
(127151 { 148 982)
20762 24 887
558 317 585 366
556 879 585229
1438 637
558 317 5385 866
0.33 0.34

The accompanying notes from No. (1) to No. (37) form an integral part of these financial statements.
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Translation from Arabic

Telecom Egypt Company

(An Egyptian Joint Stock Company)

Consolidated Statement of Cash Flows

For The Financial Period Ended March 31, 2008

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 Tax Authority

Payments to Sales Tax Authority

Other proceeds / (paid) 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

Payments for purchase of investments

Proceeds from sale of investments

Interest received

Dividends received

Net cash provided by (used in) investing activities

Cash flows from financing activities

Repayment of borrowings & facilities relating to
acquisition of property, plant and equipment
and intangible assets.

Repayment of other borrowings & facilities

Proceeds from long term loans

Repayment of banks credit accounts

Repayment of financial lease obligations

Payments for fong term obligations

Net cash used in financing activities

Net Increase in eash and cash equivalents during the period

Translation difference adjustments
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

For the

For the

Financial Period Financial Period

From 1/1/2008

From 1/1/2007

Note  To 31/3/2008 To 31/3/2007
No. LE(000) LE(000)

2082 254 1738 000

161 297 142 776

43 565 41 686

4835 41239

( 233 666) ( 215 596)

( 406 871) (277 913)

(74 702) (77 334)

( 1166) (2358)

1575 546 1390 500

(131 066) ( 185 669)

( 86 653) ( 82 594)

( 134 995) ( 126 619)

141 592 273 760

1364 424 1269 378

(231 868) (265 347)

4557 107

— (27 605)

— 24150

12 044 8 767
494 498 —

279 231 (259 928)

( 105 343) (119 878)

(407 250) (271 987)

3632 —

—_— (67 259)

(10 036) { 10 800)

( 295) ( 313)

(519292) (470 237)

[ 124363 539213

(77 (9

(13) 1292 783 486 473

(13) 3417 069 10795 677

The accompanying notes from No. (1) to No. (37) form an integral part of these financial statements.
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1.

Translation from Arabic

Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notes to the Consolidated Financial Statements
For The Financial Period Ended March 31, 2008

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
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 approval 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.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company

Notes to the consolidated financial statements

for the financial period ended March 31, 2008
2. SCOPE OF THE CONSOLIDATED FINANCIAL STATEMENTS

3.

Translation firom Arabic

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

The following listing of subsidiaries is included in the consolidated financial

statements:

Subsidiaries name Percentages

TE Data — S.A.E.

share %

95.04 %

The Egyptian Telecommunication Company 97.66 %
for Information Systems (Xceed) — S.AE

Middle East Radio Communication ( MERC) — 50.90 % (Direct & Indirect)

S.ALE.

Centra Technologies — S.A.E. 58.76 %

SIGNIFICANT ACCOUNTING POLICIES APPLIED

3-1 Basis of preparing the consolidated financial statements

3-1-1

3-1-2

The consolidated financial statements are prepared in accordance
with the historical cost basis, except for some investments valued
with its fair value, and in the light of the provisions of applicable
Egyptian laws and regulations, the same accounting policies and
principles applied to the periodical financial statements were
implemented.

Consolidation basis

Consolidated financial statements were prepared by combining
similar items of assets, liabilities, equity, revenues and expenses
stated in the financial statements of the parent company and its
subsidiaries.

The carrying amount of the parent company’s investment in
each subsidiary and the parent company’s portion in the equity
of each subsidiary are eliminated.

All inter-group balances and transactions, and any material
unrealized gains arising are eliminated.

Minority interests in the net equity and net profits of
subsidiaries controlled by the parent company was included in a
separate item in the “equity caption” in the consolidated balance
sheet, and it was calculated at the equivalent of the carrying
amounts of their portion in the net assets of subsidiaries on the
consolidated balance sheet date.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the consolidated financial statements
for the financial period ended March 31. 2008

Translation firom Arabic

3-2 Foreion currency translation

3-5

The company and some of its subsidiaries maintain its books of accounts
in Egyptian Pound. Transactions denominated in foreign currencies are
recorded at the declared exchange rates at the date of transactions. At the
consolidated balance sheet date, monetary assets and liabilities
denominated in foreign currencies are refranslated at the exchange rates
declared by the banks dealing with the company and its subsidiaries. The
exchange differences are recognized in the consolidated income statement.

Financial statements translation for foreign operations

TE Data Jordan wholly owned by TE Data Egypt keeps its accounting
records in Jordanian Dinar and Xceed Middle East FZ-LLC (Dubai),
wholly owned by The Egyptian Telecommunication Company for
Information Systems (Xceed) keeps its accounting records in AED. Assets
and liabilities are translated to Egyptian Pound at the foreign exchange rate
in effect at the date of the balance sheet date. Revenues and expenses are
translated to Egyptian Pound at rates approximating to the foreign
exchange rate ruling at the date of transactions. The share of the parent
company in cumulative translation adjustments is recorded in a separate
item under the caption of equity in the consolidated balance sheet.

Fixed assets and depreciation

Fixed assets are carried at cost less accumulated depreciation and

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 5—-20 Years
Means of transportation 5—-10 Years
Tools and supplies 1 — 8 Years
Office furniture, fixtures and 3-16.67 Years
Information systems devices
Decoration & fixtures 5 Years
Fixtures on the Trunk Radio Network 8 Years

Projects in Progress

This item represents the amounts incurred for projects in progress till being
ready for the intended use in operations, then, they are transferred to fixed
assets at its cost.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the consolidated financial statements
for the financial period ended March 31, 2008

Translation from Arabic

3-6 Investments in affiliates

The investments in affiliates in the consolidated financial statements shall
be accounted for by applying the equity method. Under this method, the
investment is initially recognized at cost and adjusted thereafter for the post-
acquisition change in the investor’s share of net assets of the investee. The
income statement of the investor includes the investor’s share of the profit
or loss of the investee.

If the investment is acquired and held with a view to its subsequent
disposal in the near future. In this case, investments in affiliates shall be
accounted for by applying the cost method. Under this method, the
investment fair value is adjusted by any impairment in this value, and the
income statement of the investor includes income from investments up to
the dividends received from the investee’s after the acquisition date.

3-7  Available-for-Sale Investments

3-7-1  Available-for-sale investments that have a quoted market price in
an active market are measured at fair value and shall be
recognized directly in equity, if there is objective evidence that an
impairment loss has been incurred, impairment loss shall be
recognized in income statement.

3-7-2  Available-for-sale investments that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured shall be measured at cost. In case of the existence of
impairment, the carrying amounts of these investments are
reduced by this impairment and are recognized in income
statement.

Income from investment measured at cost is recognized only to
the extent that the investor receives distributions from
accumulated profits of the investee arising after the date of
acquisition.

3-8 Held for trading investments

Financial investments classified as held for trading are recorded initially at
cost. At the end of each financial year, these investments are
re-measured at their fair value (Market value). Gain or loss arising from a
change in the fair value shall be recognized in the income statement for the
Period in which it arises.

Auditor’s Limited Review Report “attached™
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Telecom Egypt Company
Nofes to the consolidated financial statemenis

Jor the financial period ended March 31, 2008

Translation firom Arabic

3-25 Financial risk management

The Group has exposure to the following risks from its use of financial
instruments:

o  Credit risk
o Liquidity risk
e  Market risk

This note presents information about the Group’s exposure to each of
the above risks, the Group objectives, policies and processes for
measuring and managing risk, and the Group management of capital.
Further quantitative disclosures are included throughout these
unconsolidated financial statements.

The Board of Directors has overall responsibility for the
establishment and oversight of the Group risk management
framework.

The Group risk management policies are established to identify and
analysis the risks faced by the Group, to set appropriate risk limits
and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect
changes in market conditions and the Group activities. The Group,
through its training and management standards and procedures, aims
to develop a disciplined and constructive control environment in
which all employees understand their roles and obligations.

3-25-1 Credit risk
Credit risk is the risk that one party to a financial instrument will
fail to discharge an obligation and cause the other party to incur

financial loss.

Trade & other receivables and debtors

The Group exposure to credit risk is influenced mainly by the
individual characteristics of each customer. The demographics of the
Group customer base, including the default risk has less of an
influence on credit risk.

Approximately 100% of Group revenue is attributable to sales
transaction with many customers, and the management of the
Group stated credit policy which suspends services for delinquent
customers and impose fines on late payments followed by cutting
off lines then contract termination.

Auditor’s Limited Review Report “attached”
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