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Translation firom Arabic

Auditor's Limited Review Report

To The Board of Directors Of Telecom Egypt Company

We have performed a limited review on the accompanying Unconsolidated 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. Our
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 8, 2008



Transiation from Arabic

Telecom Egypt Company
(An Egyptian Joint Stock Company)

Unconsolidated 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) 4 18 580 402 19 132 628
Projects in progress (5) 819 633 830 789
Investments in subsidiaries & affiliates (6-1) 6 306 023 6306023
Available for sale investments (6-2) 105 253 105 970
Other debit balances-long term {7 59303 426 303
Other assets (8) 123 526 131 642
Total Long Term Assets 25994 140 26 933 355
Current Assets
Inventory 9 446 881 493 143
Trade receivables (10) 3374 484 3044 428
Debtors and other debit accounts (1D 1818793 1 667 825
Cash at banks and on hand (12) 2323052 1 201 993
Total Current Assets 7963210 6 407 389
Current Liabilifies
Loans installments and facilities due within one year (13) 1 083 597 1027 034
Bond loan installments due within one year 20} 800 000 800 000
Suppliers 77 647 94 789
Dividends payable 1 785922 718
Creditors and other credit accounts (14 3593 476 3123572
Provisions (15) 316 839 322717
Total Current Liabilities 7657 481 5368 830
Working Capital 305 729 1038 559
Total investments 26 299 §69 27971914
Financed as follows:-
Shareholders' Equity & Long -Term Liabilties
Shareholders' Equity
Capital (17) 17070716 17070716
Reserves {18) 5118046 5014 196
Retained earnings 569 579 494 407
Net profit for the pericd / year 766 795 2078 862
Total Shareholders' Equity 23525136 24 658 181
Long Term Liabilities
Loans and credit facilities (13) 1 832 750 2350 988
Bonds loan (19) 800 000 800 000
Creditors and other credit balances (14) 54 704 54 704
Deferred tax liabilities (3-21), 20) 87279 108 041
Total Long Term Liabilities 2774733 3313733
Total Shareholders' Equity and Long Term Liabilities 26 299 869 27971 914

The accompanying notes from No. {1} to No. (35) form an integral part of these financial statements.

Vice President & Chief Financial Controller

Financial Officer

Chairman & Chief
Executive Officer

Akil Beshir Tarek Tantawy Khaled Heshmat

Auditor's Limited Review Report "attached"



Telecom Egypt Company

Unconsolidated Income Statement

(An Egyptian Joint Stock Company)

For The Financial Period Ended March 31, 2008

Operating Revenues

Operating Expenses
Interconnection fees

Fuel

Spare parts

Maintenance

Satellite subscriptions
Depreciation & amortization
Other operating costs

Gross Operating Profit

Adminsirative expense

General & administrative expenses
Selling & distribution expenses
Provisions

Impairment loss on assets

Net Operating Profit

Other Income / (Expenses)
Interest income

Income from investments
Interest expenses

Other revenues

Impairment loss on available for sale investments

Gain on sale of fixed assets
Foreign exchange loss

Net profit for the period before tax

Current tax expense for the period
Deferred tax

Net profit for the period
Earnings per share (LE / Share)

For the
Financial Period
From 1/1/2008

For the
Financial Peried
From 1/1/2007

Note To 31/3/2008 To 31/3/2007
No. LE(000) LE(000)
1) 2247 123 2301 788
327 176 294 215
15 969 14 148
57 891 19 626
19 485 13 624
4049 5754
643 605 701 358
(22) 338 093 288 651
1 406 268 1337376
840 855 964 412
23) 302 646 309 626
24) 67 499 50 084
(13) 4603 5334
(16) 27 130 14 810
401 878 379 854
438 977 584 558
27 908 11065
25) 513204 15 789
(105 268) (159 818)
(26) 49 902 57 823
27) ( 717) ( 947)
16 45
(50 876) ( 14 002)
434 169 (90 043)
873 146 494513
127 113 148 915
(20 762) (24 907)
766 795 370 505
(29) 0.45 0.22

The accompanying notes from No. (1) to No. (35) form an integral part of these financial statements.

-2.
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Telecom Egypt Company

{An Egyptian Joint Stock Company)

Unconsolidated Statement of Cash Flows

For The Financial Period Ended March 31, 2008

Cash flows from coperating 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
Cash generated from operating activities

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 held for sale

Proceeds from sale of fixed assets&other 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 fizancing activities

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

projects in progress and other assets

Repayment of borrowings & facilities relating to others
Payment of banks credit accounts

Payment of financial lease obligations

Net cash used in financing activities

Net Increase in cash and cash equivalent
Cash and cash equivalent at the beginning of the peried
Cash and cash equivalent at the end of the period

Note
No.

(12)
(12)

For the
Financial Period
From 1/1/2008

Translation fiom Arabic

For the
Financial Period
From 1/1/2007

To 31/3/2008 To 31/3/2007
LE(000) LE(000)
1941 313 1 666 545
161 297 142 776
44271 42 078
4835 41239
( 175 430) (154 755)
( 376 579) (256 800)
(74 183) (76 425)
(1) )
1525513 1404 651
( 130 795) (185 632)
(80901) (78 742)
( 132 402) ( 124 577)
142 397 267 662
1323812 1 283 362
( 190 832) (246 156)
— 5 400
4427 107
— (27 455)
— 150
11338 7678
494 498 —_
319 431 (260 276)
( 105 343) (119 878)
(407 250) (271 987)
— ( 69 062)
(9591) (10 775)
(522 184) (471 702)
1121 059 551384
1201 993 406 302
2323 052 957 686

The accompanying notes from No. (1) to No. (35) form an integral part of these financial statements.

Auditer's Limited Reviéew Report "attached”
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1.

Translation from Arabic

Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notes to the Unconsolidated 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 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”
-5-



Telecom Egypt Company
Notes to the unconsolidated financial statements
For The Financial Period ended March 31, 2008

Transiation from Arabic

2. BASIS FOR THE PREPARATION OF THE
UNCONSOLIDATED FINANCIAL STATEMENTS

The Unconsolidated 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.

3. SIGNIFICANT ACCOUNTING POLICIES APPLIED

3-1  Foreign currency translation

The company maintains 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 balance sheet
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 recognized in the
income staternent.

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
Furniture and fixtures 310 Years

3-3 Projects in Pragress

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 with its cost.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the unconsolidated financial statements
For The Financial Period ended March 31, 2008

Translation firom Arabic

3-4  Investments in Subsidiaries and affiliates

Investments in subsidiaries and affiliates 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 each investment.

3-5  Available-for-Sale Investments

3-5-1

3-5-2

Auvailable-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.

Available-for-sale investments that do not have a quoted market
price in an active market and whose fair value can not be reliably
measured shall be measured at cost. In case of the existence of
impairment, the carrying amount 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.

3-6 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.

3-7  Amortization of other assels

This item represents the usufruct of land and cables circuits. These other
assets are amortized with straight-line method over (10-20) years
provided that their useful lives do not exceed the period of the usufructs.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the unconsolidated financial statemenis
For The Financial Period ended March 31,2008

3-8

3-9

3-10

3-11

3-12

Transiation from Arabic

Inventory

Inventory is valued at the lower of cost or net realizable value at the date
of balance sheet. Cost is determined using the weighted average method.

Accounts, notes receivable, debtors & other debit accounts

Receivables, debtors & other debit accounts are stated at nominal value
less impairment loss for any amounts expected to be irrecoverable, and
they are classified as current assets, however, amounts that are expected
to be collected after more than one year are classified as long-term assets.

Impairment loss of assets

The carrying amounts of the Company’s assets, other than inventory ,note
no.(3-8) and deferred tax assets note no.(3-21) are reviewed at each
balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount
is estimated.

An impairment loss is recognized whenever the carrying amount of an
asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognized in the income statement.

An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment loss had
been recognized.

Provisions

Provisions are recognized when the company has a legal or constructive
obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to seftle the obligation, and the
obligation can be reasonably estimated. Provisions are reviewed at the
balance sheet date and amended when necessary to reflect the best
current estimate.

Borrowing cost

The borrowing costs are recognized in the income statement as an
expense as incurred.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the unconsolidated financial statements
For The Financial Period ended March 31, 2008

Transiation from Arabic

3-24-1 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 debiors

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

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

3-24-2 Liguidity risk

Liquidity risk is the risk that the company will not be able to meet its
financial obligations as they fall due. The company’s approach to
managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses
or risking damage to the company’s reputation.

The company ensures that the sufficient cash on demand to meet
expected operational expenses for a suitable period , including the
service of financial obligations; this this excludes the potential impact
of extreme circumstances that cannot reasonably be predicted, such as
natural disasters.

3-24-3 Market risk

Market risk is the risk that changes in market prices, such as foreign
exchange rates, interest rates and equity prices will affect the
company’s income or the value of its holdings of financial instruments.
The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimising
the return.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the unconsolidated financial statements
For The Financial Period ended March 31, 2008

Translation from Arabic

3-24-4 Currency risk

The company is exposed to currency risk on transactions that are
denominated in a currency other than the respective functional
currencies of the company, primarily the U.S. Dollars (USD).

In respect of other monetary assets and liabilities denominated in
foreign currencies, the company ensures that its net exposure is kept to
an acceptable level through purchase or sale of the foreign currencies
with current prices when that is necessary to face non long term
balance.

3-24-5 Other market prices risk

Equity price risk arises from available-for-sale investments held for
strategic rather than trading purposes. Material investments within the
portfolio are managed on an individual basis and all buy and sell
decisions are approved by the Executive Management. The primary
goal of the company’s investment strategy is to maximise investment
returns.

3-24-6 Capital management

The Board’s policy is to maintain a strong capital base so as to
maintain investor, creditor and market confidence and to sustain future
development of the business. The Board of Directors monitors the
return on capital, which the company defines as net operating income
divided by total shareholders’ equity , and control the stock holders
level. There were no changes in the company’s approach to capital
management during the period, The Company isnot subject to
externally imposed capital requirements.

Auditor’s Limited Review Report “attached”
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