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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 unconsolidated balance sheet as of September 30, 2007 and the
related unconsolidated 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 material
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 unconsolidated financial statements of Telecom
Egypt Company for the period ended September 30, 2007 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.

A 'g\! e \x\f\
KPMG Hazem Hassan
Public Accountants & Consultants

Cairo, November 5, 2007




Bonds loan (20) 1200 000 1 600 000

Creditors and other credit balances (15) 54 704 54 704
Deferred tax liabilities (3-21), (21 69 478 114211
Total Long Term Liabilities 4763 242 6274 354
Total Shareholders' Equity and Long Term Liabilities 28 947 735 30 184 270

The accompanying notes from No. (1) to No. (41) form an integral part of these financial statements.

Chairman & Chief Vice President & Chief Financial Controller
Executive Officer Financial Officer
T Tantan, Al b
AKkil Beshir Tarek Tantawy Khaled Heshmat

Auditor's Limited Review Report "attached"




Telecom Egypt Company

(An Egyptian Joint Stock Company)

Unconsolidated Income Statement

For The Financial Period From January 1, 2007 to Sgember 30, 2007

Operating Revenues
Sales of services

Sales of telephone sets & directories

Operating Expenses
Interconnection fees

Fuel

Spare parts

Maintenance

Satellite subscriptions

Depreciation & amortization

Cost of telephone sets & directories sold
Other operating costs

Gross Operating Profit

Adminstrative 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

Reversale of impairment loss on investments ifiaiffis
& available for sale investments

Reversale of impairment loss on trade receivables

Capital Gain / (Loss)

Release of unused provisions

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

Note
No.

(22)

(23)

(24

(25)
(26)
(16)
17

@7

(28)
(29)

(32

From 1/7/2007
To 30/9/2007

For the

For the

Financial Period Financial Period

From 1/1/2007
To 30/9/2007

From 1/7/2006
To 30/9/2006

For the
Firancial Period
From 1/1/260
To 30/9/200

LE(000) LE(000) LE(000) LE(000)
2 453 782 7114 905 2360 724 6 690 312
16 125 52 250 21812 65 295
2 469 907 7 167 155 2382 536 6 755 607
366 705 1012 189 355 741 992 224
20 660 53 039 16 948 44 044
36 015 85075 28 290 92 006
71139 119 604 52 613 87 481
4765 15 292 6 166 17 493
702 678 2 063 355 686 711 1996 674
15 402 46 145 19 501 73727
303 183 908 869 277 672 826 590
1520 547 4303 568 1 443 642 4130 239
949 360 2 863 587 938 894 2 625 368
291 162 B2 8 256 626 766 479
66 694 192 744 58078 160 615
7811 22 207 5 446 16 318
15 158 375 626 150 678 185 775
380 825 1433 446 470 828 1129 187
568 535 1430 141 468 066 1496 181
27 085 49 463 16 128 37 661
( 26) 771 606 — 350 721
(152 873) (465 690) (77 413) (219 119)
76 960 195 441 59 388 247 238
36 060 32231 — 1437
— — 44 560 44 560
70 ( 574) (2 140) ( 781)
— 38 473 10 660 10 660
( 55 656) (76 407) (14 353) (97 799)
(68 380) 544 543 36 830 374578
500 155 1974 684 504 896 1 870 759
123 849 414 243 146 178 401 614
(14 571) (44 733) 16 396 22 438
390 877 1605 174 342 322 1 446 707
0.23 0.94 0.20 0.85

(For three months) (For nine month  (For three months) (For nine month:
The accompanying notes from No. (1) to No. (41hfen integral part of these financial statements.



Telecom Egypt Company

(An Egyptian Joint Stock Company)

Unconsolidated Statement of Cash Flows

For The Financial Period From January 1, 2007 to S#tember 30, 2007

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
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 equipme
and projects in progress

Proceeds from sale of fixed assets held for sale

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 activitie

Cash flows from financing activities

Repayment of borrowings & facilities relating to
acquisition of property, plant and equipment,
projects in progress and other assets

Repayment of borrowings & facilities relating tdets

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 thege
Cash and cash equivalent at the end of the peri

For the

From 1/1/2007
Note To 30/9/2007

For the

Financial Period Financial Period
From 1/1/2006

To 30/9/2006

LE(000) LE(000)
5 664 587 57867
491 989 378 48
052 79 063
70 409 38 228
(483 709) (470 048)
(936 637) (715 081)

(221 354) (243 642

(119952 (942 365)

3 440 808 498344
(489 101) (220 115)
(515 601) (531 732)

(460 243) (527 479)
353 313 (190 369)

2329176 2 023 649

(560 855) (1 086 267)
0087 —
351 21 559
(69 955) (8BB)
150 —

34 690 32 435
771 626 349 708
203 007 (899 450)
217 406) (257 920)

(576 286) (11 118)

(170 176) (56 879)

(29 120) 123)
(992 988) (359 030)
1539 195 765 169
406 302 541114
1945 49 1 306 28.

The accompanying notes from No. (1) to No. (41if@n integral part of these financial statements.



Telecom Egypt Company
(An Egyptian Joint Stock Company)
Unconsolidated Statement Of Changes In Shareholdg€rEquity
For The Financial Period From January 1, 2007 to Sgember 30, 2007

Share Legal Other Fair Value Retained Net Total
capital reserve reserves reserve earnings profit
LE(000) LE(000) LE(000) LE(000) LE(000) LE(000) LE(000)
Balance as of 1/1/2006 17 070 716 372 283 3036 194 8146 384 638 1835871 22 706 516
Transferred to reserves — 91 794 650 000 - - (741 794) —
Dividends for the year 2005 — — — — - (950 873) (950 873)
Reducing of other reserves against decrease - — ( 625) — — - ( 625)
of the land
Transferred to retained earnings — — — — 143 204 (143 204) —
Net profit for the period from 1/1/2006 to 30/9/800 — — — — — 1446 707 1446 707
Balance as of 30/9/2006 17 070 716 464 077 3685569 6814 527 842 1446 707 23201 725
Increase in other reserves by the adjustments made — — 105 254 — — — 105 254
in the land caption
Net profit for the period from 1/10/2006 to 31/1Q05 — — — — — 602 937 602 937
Balance as of 1/1/2007 17 070 716 464 077 3790 823 8146 527 842 2 049 644 23909 916
Transferred to reserves — 102 482 650 000 — — (752 482) —
Dividends for the year 2006 — — — — (33 560) (1 297 162) (1 330 722)
Adjustments on retained earnings — — — — 125 — 125
Net profit for the period — — — — — 1605174 1605174
Balance as of 30/9/2007 17 070 716 566 559 4440823 6814 494 407 1605174 24 184 493

The accompanying notes from No. (1) to No. (41ifan integral part of these financial statements.



Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notes to the Unconsolidated Financial Statements
For The Financial Period Ended September 30, 2007

1. BACKGROUND

- Establishment of the company

Arab Republic of Egypt National Telecommunicatiomg@nization (ARENTO) was
established pursuant to Law No.153 of 1980. Effectrom 27/3/1998 and pursuant to
law No.19 of 1998, the legal form of (ARENTO) wasended after the revaluation of its
assets on 26/3/1998 to become an Egyptian JoirdkStompany under the name of
Telecom Egypt Company (TE) subject to the provisiohthe 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, equipmerd eachinery necessary to
provide the services.

- Executing projects necessary to accomplish itsqae.

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

By virtue of the approval of the company’s Extrad@ary General Assembly held on
6/12/2005, the following activities were added t® abjectives “Real estate investment
for serving its purposes, and executing its prgjectd in order for the company to
achieve its purposes, it is entitled to establishparticipate in establishing new
companies or existing companies operating in th@esacomplementary or related
activities. Annotation to this effect was madehe tommercial registry on 16/1/2006.

2. BASIS FOR THE PREPARATION OF THE
UNCONSOLIDATED FINANCIAL STATEMENTS

The Unconsolidated financial statements are prejparaccordance with the historical cost
basis, except for some investments valued witfaitssalue, and in the light of the provisions
of applicable Egyptian laws and regulations, theesaccounting policies and principles
applied to the periodical financial statements wemglemented.



3. SIGNIFICANT ACCOUNTING POLICIES APPLIED

3-1 Foreign currency translation

3-2

3-3

3-4

3-5

The company maintains its books of accounts in Eagppound. Transactions
denominated in foreign currencies are recordedeatleclared exchange rates at the date
of transactions. At the balance sheet date, monatmets and liabilities denominated in
foreign currencies are retranslated at the exchaaigs declared by the banks dealing
with the company at that date. The exchange diffage are recorded in the income
statement.

Fixed assets and depreciation

Fixed assets are carried at cost less accumulaptedation and any accumulated
impairment losses and are depreciated using thastdine 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

Projects in Progress

This item represents the amounts incurred for ptsjm progress till being ready for the
intended use in operations. Then, they are tramsfeo fixed assets with its cost.

Investments in Subsidiaries and affiliates

Investments in subsidiaries and affiliates ar¢edtat cost. In case of the existence of
impairment in the carrying amounts of these investts, the related investment is
reduced by this impairment loss, and charged tontt@me statement.

Available-for-Sale Investments

- Available-for-sale investments that have a quotedket price in an active market
are measured at fair value and shall be recognitmedttly in equity, if there is
objective evidence that an impairment loss has lreanred, impairment loss shall
be recognized in profit or loss.

- Available-for-sale investments that do not hawpiated market price in an active
market and whose fair value cannot be reliably megsshall be measured at cost.
In case of the existence of impairment, the cag@mount of these investments are
reduced by this impairment and are recognizedafitpsr loss.



- Income from investment measured at cost is rezednonly to the extent that the
investor receives distributions from accumulateafifs of the investee arising after
the date of acquisition.

3-6 Held for trading investments

Financial investments classified as held for tnigdare recorded initially at cost. At the
end of each financial year, these investments eragasured at their fair value (Market
value). Gain or loss arising from a change in the ¥alue shall be included in the net
profit or loss for the period in which it arises.

3-7 Amortization of other assets

This item represents the usufruct of cables cisclihese other assets are amortized with
straight-line method over (10-20) years provideat their useful lives do not exceed the
period of the usufructs.

3-8 lInventory

Inventory is valued at the lower of cost or netlivadle value at the date of balance
sheet. Cost is determined using the weighted agarsghod.

3-9 Accounts, notes receivable, debtors & otheridabcounts

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

3-10 Impairment loss of assets

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

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

An impairment loss is reversed only to the extéat the asset’'s carrying amount does
not exceed the carrying amount that would have loegermined, net of depreciation or
amortization, if no impairment loss had been recagph

3-11 Provisions

Provisions are recognized when the company hagah ¢& constructive obligation as a
result of a past event, and it is probable thabatflow of economic benefits will be



required to settle the obligation, and the oblgatican be reasonably estimated.
Provisions are reviewed at the balance sheet dat@mended when necessary to reflect
the best current estimate.

3-12 Borrowing cost

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

3-13 Grants

Grants are recorded as deferred revenues and sheulecognized as income over the
periods necessary to match them with the relatstscon a systemic basis.

3-14 Tradepayables& accruals

Trade and other payables are stated at cost dnititiks (accruals) are stated at future
values from goods and services actually received.

3-15 Revenue recognition
- Revenues from sales of services are recognizezhvgervices are rendered to the

customers.

- Income from investments is recognized when divitdeof investees are declared by
the general assembly resolutions.

3-16 Expenses

All operating expenses recorded including generaladministraive expenses are
recognized in the income statement in the finarméaiod when incurred.

3-17 End of service indemnity

The company contributes to Social Insurance Authdor the benefit of its personnel in
pursuance to the Social Insurance Authority law R@.of 1975 and its amendments.
These contributions are recorded in the "WagesSaidries account” in addition to the
early retirement scheme applied from 1/9/2001 (N\xte 30).

3-18 Capital lease agreements

The accrued lease payments repair and maintenapeases of leased assets under the
capital leasing agreements are recognized as ans&pn the income statement for the
year. At the end of the lease agreement if the emyp@xercised its rights to purchase
the leased assets. These assets are recordeddgadsets and their costs are determined
at the amount of the purchase bargain option statethe lease agreement and
depreciated over the remaining estimated usefesliv



3-19

3-20

3-21

Accounting estimates

The preparation of the financial statements acogrdio the Egyptian Accounting
Standards require that the management use estimatesassumptions that affect the
values of the assets and liabilities and the resgrand expenses during the financial
periods and years. The actual results may be diffdrom those estimates.

There was no change in the accounting estimatésecdmounts recorded in the regular
financial periods preceding the current financigduy in addition, there were no change
in the accounting estimates of the amounts recard#dte previous financial years.

Reserves
- Legal Reserve

According to the company’s Article of Associatieqguirements, 5% of the net profit is
set aside to form a legal reserve . The transféedal reserve cease once the reserve
reach 50% of the company’s paid in capital, howetfethe reserve falls below the
defined level (50% of the company’s paid in capjtéien the company is required to
resume setting aside 5% of the net profit.

- Fair Value reserve

When re-measured investments are sold the FaireMaserve related is transferred to
retained earnings.

Income tax

Income tax on the profit or loss for the period oises current and deferred tax. Income
tax is recognized in the income statement excepghdoextent that it relates to items
recognized directly in equity, in which case itésognized in equity.

Current tax is the expected tax payable on thebtaxacome for the period, using tax
rates enacted at the balance sheet date, and arsgnaeint to tax payable in respect of
previous years.

Deferred tax is provided using the balance shabiliiy method, providing for temporary
differences between the carrying amounts of assadsliabilities for financial reporting
purposes and the amounts used for taxation purpddes amount of deferred tax
provided is measured using tax rates enacted atamntively enacted at the balance sheet
date.

A deferred tax asset is recognized only to thergxteat it is probable that future taxable
profits will be available against which the assat de utilized. Deferred tax assets are
reduced to the extent that it is no longer probdb# the related tax benefit will be
realized.



3-22

3-23

Transactions with related parties

Transactions with related parties that are undertdly the company in the course of its
ordinary transactions are recorded according tactimelitions laid down by the company
management and the same bases of dealing withgarty.

Cashflow statement

Cash flow statement is prepared according to trecdmethod. Cash & cash equivalents
comprise cash balances, time deposits and banklraes that are repayable on demand
and form an integral part of the company’s cash agament are included as a
component of cash equivalents for the purposeestatement of cash flows.



4- FIXED ASSETS (NET)

Cost

Balance at 1/1/2007
Adjustment on opening balance
Reclassification

Additions for the period
Disposals for the period

Balance at 30/9/2007

Depreciation & Impairment

Balance at 1/1/2007

Adjustment on opening balance
Reclassification

Depreciation for the period
Accumulated depreciation for disposals

Balance at 30/9/2007

Carrying amounts at 30/9/200

Buildings & Machinery & Means of Tools & Furniture &
Land constructions equipment  transportation supplies fixures Total
LE(000) LE(000) LE(000) LE(000) LE(000) LE(000) LE(000)
2443 859 17 043 903 17 695 150 4998 56 099 877 555 38 215 063
— (13 761) (13 257) — — (1 (27 019)
— — 10 — — ( 10) —
421 189 743 388 089 11 717 129 967 708 948
— (.449) (30722) (1744) (1582) — (34 497)
2 444 280 17 219 436 18 039 270 96 764 55 234 1007 51 38 862 495
— 6 486 748 10299 127 86 886 31144 403 947 17 307 852
— (172) ( 283) — — — ( 455)
— — 1 — — (1) —
— 704 501 1 330 064 5763 3822 127 024 2171174
— (24 (30722) (1612) (1582) — (133 940)
— 7191 053 11 598 187 91 037 33384 530 970 19 444 631
2 444 28 10028 38 6 441 08: 5723 21 85( 476 54: 19 417 86
2 443 85! 10557 15 7 396 02 11 61! 24 95! 473 60! 20907 21

Carrying amounts at 31/12/200

- Cost of fixed assets included an amount of LE 2 imfllion relating to fully depreciated assetslstiluse.

- Depreciation for the period are charged as foltews

Operating expenses
General & administrative expenses
Selling & distribution expenses

LE(000)

2037709
133 325
140

217117



5.

PROJECTS IN PROGRESS

30/9/2007  31/12/2006
LE (000) LE (000)

Land 6 196 4 876
Buildings and constructions 208 729 195 372
Machinery and equipment 316 031 422 782
Means of transportation 290 301
Tools and supplies 46 62
Office furniture and fixtures 2484 16 580
Advance payments 263 406 330573
Letters of credit 8 315 3887

805 497 974 433

6. LONG TERM INVESTMENTS

6-1

Less:-

30/9/2007 31/12/2006
Participation Participation
% LE (000) % LE (000)
Investments in subsidiaries & affiliates

Middle East Radio Communication 49.00 3675 51.00 3825

(MERC)
T. E. Information Technology 97.66 31 250 97.66 250
T. E. Data 95.04 299 385 95.04 299 385
Centra Technologies 58.76 14 735 58.76 14 735
Vodafone Egypt * 44.79 5924 353 44.66 5 896 898
Nile On Line (NOL) 27.27 30 000 27.27 12 668
Wataneya for Telecommunication 50.00 125 50.00 125
Consortium Algerien de Tele — 33.00 133 33.00 133

communications (CAT)
International Telecommunication 50.00 54 50.00 54

Consortium Limited. (ITCL)
Egypt Trust 35.71 2500 35.71 2 500

6 306 210 6 261 573
Impairment loss on investments of 187 133
Consortium Algerien de Tele —
communications  (CAT) and
International Telecommunication
Consortium Limited. (ITCL)
6 306 023 6 261 440

Market value of investments in Vodafone Egypt shaecording to the last Egyptian Stock Exchange
price on August 22, 2007 amounts to LE 9 696 464nK the Vodafone Egypt shares were delisted
from the Egyptian Stock Exchange during August 2007

Available for sale investments LE (000) LE (000)
Participations in foreign Satellite companies 26 683 26 683
& organizations
Investments in other local companies 79 608 @&l 65

106 291 91 338



Investments in Vodafone — Egypt

- The investments in Vodafone Egypt as of 30/9/2883tesent the ownership of 107 499 569
shares representing 44.79 % of Vodafone Egypt share

- During the & quarter of 2006 the company purchased 45 980 Bages of Vodafone Egypt
Shares. The purchase of these shares was finagaedymdicate loan granted from local banks
with an amount of L.E 4 525 000 K, the loan balaaseof 30/9/2007 amounted to L.E 2 952
000 K (note No.13) while the remaining part of ficang the purchase transaction of these
shares was financed from the company’s own reseurce

- On November 8, 2006 a new strategic co-operagneement was signed between Vodafone-
Egypt Company and Telecom Egypt Company by virthevlich the company shall enjoy a
prolongation of the term of the agreement betwdmntivo companies, and shall continue to
provide international telecommunication services.

- During March 2007 the company purchased 319 O0w0es of Vodafone Egypt Shares with

aggregate cost amounting to L.E. 27 455 K. Purdgasiansaction was financed from the
company’s own resources.

Investments in Middle East Ratio Communication Coanyy (Merc)

On January 23, 2007 the ownership of 2% from thereshof Middle East Radio Communication
Company ierc) was transferred t6.E. Data, (a subsidiary company) with its par value.

Investments in Nile On Line (NOL)

On October #, 2007 The Board of Directors of Telecom Egypt appd to sell Telecom Egypt's
share in Nile on Line Company (NOL) ( which reprase27.27% of the total paid-in capital ), and
a Memorandum of Understanding regarding the sd&sas signed . The procedures necessary for
implementing such memorandum are in progress .

Investments in EgyNet Company (Available for satwéstments )

On October ? 2007 The Board of Directors of Telecom Egypt appd to sell Telecom Egypt's
share in EgyNet Company ( which represents 16.46%he total paid-in capital ), and a
Memorandum of Understanding regarding the said wake signed . The procedures necessary for
implementing such memorandum are in progress .



7. OTHER DEBIT BALANCES — LONG TERM

These balances are represented in the following:

30/9/2007  31/12/2006
LE (000) LE (000)

- The amounts due from National-Telecommunication UREgry 560 000 1 080 000
Authority for the license fees paid to the said bfartty for the third
operator after waiver of this license by the thogkrator after warier
of this license (Note No. 31).

Less
The current portion to be collected during nextryescorded under 520 000 520 000
“debtors and other debit accounts” (Note No. 11).
000 560 000
- The interests balances for the period from 1/4/200%he balance 300 000 210 000
sheet date, that shall be settled by (NTRA) for ltbense’s charges
paid to (NTRA) for the third mobile phone network a part of the
last installment which is payable on 31/3/2009 @NNb. 31).
- Payments made on behalf of consortium Algerian de 404 734 366 892
Telecommunication to finance the license concesarahfinance the
operating expenses of consortium company in Algeria
- Due from Loyalty Fund Grant (Note No. 30) 21 085 128
Less
The current portion to be collected during nextryram Loyalty 1681 6724
Fund Grant (Note No.11)
19 404 19 404

Payments under capital increase fégypt Trust and Technology 42 500 -
Development Fund companies till recording in thenowercial registration
of this increase .

806 638 1156 296
Less:
Impairment loss on other debit balances — long (Biote No.17) 404 734 91 723

401 904 1064 573



8- OTHER ASSETS

Cost

Cost at 1/1/2007
Additions for the period
Disposals for the period

Balance at 30/9/2007

Balance at 1/1/2007

Amortization for the period
Accumulated depreciation for disposals
Balance at 30/9/2007

Carrying amounts at 30/9/2007
Carrying amounts at 31/12/2006

Right of way Right of way Right of way Usufruct for land
(BRITAR) (ALITAR) (Flag cable) occupied by TE
LE(000 LE(000 LE(000 LE(000
1720 48 755 95910 1
1720 48 755 95910 1
903 23 790 69 968 —
129 1828 7130 —
1032 25618 77 098 —
688 23 137 18 812 1
817 24 965 25942 1

Right of way
(SMW) Total
LE(000) LE(000)
176 142 5282
17 250 17 250
(2032) (2032)
191 360 337 746
82 972 B37 6
16 559 25 646
(1675) (1675)
97 856 201 604
93 504 136 142
93 170 144 895




9. INVENTORY

30/9/2007 31/12/2006
LE (000) LE (000)
Spare parts 212 942 184 035

Materials supplies 1504 1116

Telephone sets and directories 22 829 39 216
Others — project cables and supplies 226 396 322 32
463 671 536 689
Add:
Letters of credit 58 477 47 737
522 148 584 426
10. TRADE RECEIVABLES
Note 30/9/2007 31/12/2006
No. LE (000) LE (000)
Governmental sector 403 940 347 881
Private sector 2 765 008 2 735417
Foreign telecommunication
companies and organizations 978 758 755 004
4 147 706 3838 302
Less
Impairment loss on trade receivables a7 937319 86 (®7
3210 387 2 952 205



11. DEBTORS AND OTHER DEBIT ACCOUNTS
Note  30/9/2007 31/12/2006
No. LE (000) LE (000)
Suppliers — debit balances 98 227 87 809
Deposits with others 9623 5902
Employees’ loans 1 838 1 055
Customs Authority - deposits 3043 3043
Accrued revenues 12 795 2184
Tax Authority — with holding tax 56 523 74 443
Sales Tax Authority — advances 377 947 377 947
Employees Loyalty Grant (7) 1681 6724
Fixed assets held for sale - 26 435
Other debit accounts 1245279 1361851
1806956 1947 393
Less
Impairment loss on other receivables a7 286 708 279 753
1520248 1667 640
Other debit accounts include the following amounts:
Note  30/9/2007  31/12/2006
No. LE (000) LE (000)
- The current portion to be collected during nextryea(7) 520 000 520 000
from the National Telecommunication Regulatory
Authority for the license fees of Wataneya for
Telecommunication.
- The current portion due from the employees for the 21915 94 490

company’s shares distributed to them.
Payments on the account of corporate tax.

12. CASH ON HAND AND AT BANKS

Banks- time deposits
Banks -current accounts
Cash on hand

285 996 285 996

827 911 900 486
30/9/200°  31/12/200!
LE (000) LE (000)
1925 074 427 790

62 112 56 420

11 739 18 693
1 998 925 502 903



13- LOANS AND FACILITIES

Description

Local banks loans *
Local banks loans (Vodafone loan Note No.6)

Total local loans

Governmental Loans
Governmental Loans

Governmental Loans
Total Governmental loans

Foreign loans
Foreign loans
Total foreign loans

Foreign suppliers' facilities - foreign
Foreign suppliers' facilities - foreign
Total foreign suppliers' facilities

Loan Long term loan  Long term loan Balance Balance Annual
Currency installments due installments due as of as of Interest
within one yeat within more 30/9/200° 31/12/200! Rate
than one year Repayment schedul
LE(000) LE(000) LE(000) LE(000) %
L.E. - - - 8919 9.25% Semi-annual installments ending4/8/2007
L.E. 814 500 2 137 500 2 952 000 3495000 Averageafatieposits Unequal semi-annual installments endmg81/3/2011
& loans (Corridor) + 1%
814 500 2 137 500 2 952 000 3503919
us.s$ 91 533 545 266 636 799 9800 4% Annual installements ending on 24/1/2018
SK 311 - 311 1476 0.15% Semiarinstallements ending on 31/12/2007
(agency commission)
EURO 7 201 18 262 25 463 29 871 -6.37% Semi annual installements ending on 29/1220
99 045 563 528 662 573 772 337
JY 24 366 38 488 62 854 77 405 3-3.5%  Semi annual installements ending on 20/3/2012
EURO 243 340 696 457 939 797 973 059 75 06% Semi annual installements ending on 30/@203
267 706 734 945 1002 651 1 050 464
EURO 636 (02274 3723 29023 5.50% Semi annual installementsigrah 1/12/2008
JY 9 166 _ 186 40 347 2.75% Semi annual installements endinb4ét?/2007
9802 3087 12 889 69 370
1191 053 3 439 060 4630 113 5 396 090

— Foreign suppliers' facilities in Euro include L.B.723 K equivalent to Euro 463 K against Istigfrguarantee issued by National Bank of Egyfawour of Siemens as a guarantee for this

facility settlement.

— The available unused balance of Foreign Loans axdities at 30/9/2007 amounting to L.E. 26 907 K.
* The company & the lending bank (loans form locahks in LE) had agreed on the change of the irttesesfrom (cibor +2.55%) to 9.25 % annually.



14. SUPPLIERS

30/9/2007 31/12/2006

LE (000) LE (000)
Local - suppliers 47 810 125 376
Foreign - suppliers - 939

47 810 126 315
15. CREDITORS AND OTHER CREDIT ACCOUNTS

30/9/2007 31/12/2006

LE (000) LE (000)
Tax Authority — (withholding tax) 193 421 146 911
Deposits from others 716 404 661 859
Fixed assets creditors 221 644 409 288
Accrued interest 87774 113 155
Accrued expenses 179 914 177 911
Social Insurance Authority 17 999 16 411
Clients — credit balances 189 965 225570
Credit balance for social, cultural 194 266 140 114

and sportive activities

Other credit accounts 521 803 382 321
Deferred revenues* 279 807 313 279
Tax Authority — income tax - 22 897
Current tax for the period / year 414 243 413 183

3017 240 3022 899
Less:
Tax payments due after one year 54 704 54 704

2 962 536 2 968 195

* The deferred revenues amounting to 279 807 Kegit&Snber 30, 2007 represents the grants
presented by the USAID to finance some of the cawygaprojects, as well as the grants
presented by the projects management of MarineeSdbl the construction of a building in
Alexandria city and the right of way for marine b= after deducting the accumulated
amortization at September 30, 2007.



16- PROVISIONS

Provision for continigent liabilities, claims and dhers

Tax provision
Claims provision

Transfer from

Balance Charged to Used Release of Creditors and Balem
as of income during the unused other credit as of
1/1/2007 statement period provisions accounts 30/9/200
LE(000) LE(000) LE(000) LE(000) LE(000) LE(000)
372 471 22 207 - - 371 395 049
107 562 - (41 998) (38473) - 27 091
480 033 22 207 (41 998) (38473) 371 422 140

Claims provision related to lawsuits in respectiafms by a contractor for alleged losses and uariaims for damages for breach of contract, apeeted social insurance claim

in respect of contracts concluded with suppliers.

17- IMPAIRMENT LOSS OF ASSETS

Impairment loss on trade receivables

Impairment loss on debtors and other debit accounts
Impairment loss on long-term receivables*
Write-down in inventory (obsolete & slow movingrite)**

Balance Charged to Balance
as of income as of
1/1/2007 statement 30/9/2007
LE(000) LE(000) LE(000)
886 097 231 937 319
279 753 6 955 286 708
91 723 313011 404 734
18 081 4 438 22 519
1275654 375 626 1651 280

* Impairment loss on long-term receivables amountmt.E 404 734 K represents the finance provide@dlecom Egypt to Consortium Algerian Telecommatian (CAT) where Telecom Egypt participation
is 50% (Direct&Indirect), this company suffers el impairment in the redemption value in the pamy's intangible & tangible assets, also, the @gsuffers financial difficulties as a result chaeving
material losses, in addition to Algerian Telecomination Regulatory - ARPT- rejection for the caamp request to some important changes in the ksetiat it consider mondatory for CAT survivalttie

light of these circumstances there is high prdigihat Telecom Egypt couldn't refund the finamgieen to Consortium Algerian Telecommunication.

**Write-down in inventory balances are netted agatheir related type of inventory balances.



18. CAPITAL

19.

The company’s authorized, issued and paid in fagiital is L.E. 17 112 149 K, represented in
171 121 490 shares at a par value of L.E. 100 edtkhares are fully owned by the Egyptian
government.

On September 21, 2005, the Extra-ordinary Genegadtivig resolved the following:-

- Decrease of issued capital by a net amount of #1IE433 K representing the value of
lands transferred to Ministry of Communicationinformation Technology by L.E. 71 250
K and the value of land reverted to for T.E assulteof the amendment of the total land
area near the satellite station in Maadi amourtbngE. 29 817 K.

- Decrease of the par value per share from L.E. @Q0E. 10.
Accordingly, the company’s issued capital has bexark. 17 070 716 K represented in 1 707
071 600 shares at a par value of L.E. 10 each andtation was made to this effect in the

Commercial register on 24/11/2005.

Thus, Egyptian Government owned 80% after floa®®§6 of company’'s shares in public
offering in December 2005.

RESERVES
30/9/2007 31/12/2006
L.E. (000) L.E. (000)
Legal reserve 566 559 464 077
Fair value reserve 6 814 6 814
General reserve 4422 713 3772713
Capital reserve 18 110 18 110

5014 196 4261714

General reserve amounted to LE 4 422 713 K at 200 representing the dividends
transferred to the general reserve for years 99202006 after deducting LE 1 618 710 K
which represent the adjustments on the land dihegears 2005 & 2006.



20. BONDS LOAN

- In February 2005, the Company issued 20 million imatnmarketable bonds not convertible
into shares at a par value of L.E. 100 each foiodesf (5) years. These bonds were offered
for public subscription and issued in two porti@ssfollows:

1- The first portion shall be 50% of the bonds atxa@di annual interest equal 10.95%to be

paid quarterly.

2- The second portion shall be the other 50% of thedba@t a variable annual interest equal

0.7% plus the discount rate of the Central BanE@jpt to be paid quarterly.

The purpose of issuing these bonds is partialeseéht of long-term loans and bank overdraft

accounts in local currency.

The bonds installments due during a year from 2007 to 30/9/2008 amounted L.E. 800
million has been classified in the balance sheetuagnt liabilities.

21. DEFERRED TAX

21-1 Deferred tax assets and liabilities

Fixed assets

Other assets

Inventory

Trade and other receivables
Provisions

Accrued liabilities

Total deferred tax assets (liability)

Net deferred tax liability

30/9/2007 31/12/2006
Assets Liabilities Assets Liabilities
L.E.(000 L.E.(000) L.E.(000) L.E.(000)
- (207 275) - (236 874)
: (446) . (747)
4504 - 3616 -
45 281 . 33701 -
56 628 - 58 312 -
31 830 . 27 781 -
138 243 (Z@1) 123 410 (237 621)
N 69 478 - 114 211



21-2  Adjustments to calculate the actual rate for incortax

September 30,2007

Subtotal Total
L.E.(000) L.E.(000)
Net profit for the period before income tax 1 B84
Tax rate 20%
394 937
Add / (Less):
Depreciation and amortization effect 29901
Effect of the agreement with Tax Authority respec 82 301
of the disallowed depreciation charge arising om
revaluation of the company’s fixed assets in 1998.
Provisions effect (11 652)
Impairment loss on assets 75125
Accrued liabilities effect 4 049
Income from investments effect (154 321)
effect of reversal of impairment loss on investiise (6 446)
Effect of other items 349
19 306
Current income tax for the period 414 243
Actual tax rate 20.98%



22. SALES OF SERVICES

*

Retail Services:
Connections
Subscriptions
Total

Voice:

Local
Long distance
Fixed to international
Fixed to mobile international
Total
Internet & Data
Others
Total
Total Retalil

Wholesale:

Domestic:

Mobile to fixed interconnection
Others

International
Mobile to international
Incoming international call

Total wholesale

Total revenues from sales of services

Comparative figures of sales of services werdassified to confirm with the current period

classification.

For the
Financial period
From 1/1/2007
To 30/9/2007

L.E. (000)
137 756
1276 528

1414 284

1 336 893

363 401
249 914
604 368

2554 576

599 107
599 107

4 567 967

218 361
353 868

572 229

745 198

1229 511
1974 709
2 546 938

7 114 905

For the
Financial period
From 1/1/2006
To 30/9/2006

L.E. (000)

138 850
1178 407

1317 257

1359 289
456 383
295010
662 863

2 773 545

6728

572772
579 500

4 670 302

163 692
177 694

341 386

565 792
1112 832

1678 624
2 020 010

6 690 312



23. INTERCONNECTION FEES

For the
Financial period
From 1/1/2007
To 30/9/2007

L.E. (000)
Fixed to mobile interconnection fees 681 435
Fixed calls for internet & audio text companiessfee 96 674
Dues against outgoing international calls 233 836
Dues against outgoing international telegram &xele 244
1012189
24. OTHER OPERATING COSTS
For the
Financial period
From 1/1/2007
To 30/9/2007
L.E. (000)
Salaries 605 481
Compulsory social security contributions 71611
Employees’ vacations 16 027
Electricity & water 6 987
Stationary & printed materials 34 059
Transportation cost 10 242
Business telephone cost 33893
Frequencies & Licenses charge (NTRA) 130 569
908 869
25. GENERAL & ADMINISTRATIVE EXPENSES
For the
Financial period
From 1/1/2007
To 30/9/2007
L.E. (000)
Salaries 410 013
Compulsory social security contributions 25122
End of service compensation-Early retirement 3 246
program
Employees’ vacations 11 372
Depreciation 133 325
Bad debts 599
Tax and customs duty 75 946
Bank charges & commissions 5279
Others 177 967

842 869

For the
Financial period
From 1/1/2006
To 30/9/2006

L.E. (000)
64D 34

126 537
25 @06
334

992 224

For the
Financial period
From 1/1/2006
To 30/9/2006

L.E. (000)

536 941
049

5138
40 755
10 461
28 865
3B

826 590

For the
Financial period
From 1/1/2006
To 30/9/2006
L.E. (000)
307 016

924
3043

102 176
395
78 820

17 089
231016

766 479



26. SELLING & DISTRIBUTION EXPENSES

Salaries

Compulsory social security contributions
Employees’ vacations

Depreciation

Tax and customs duty

Others

27. INCOME FROM INVESTMENTS

Revenues from investment in subsidiaries and
affiliated companies

Vodafone Egypt

Middle East Radio Communication ( MERC)

T. E. Information Technology

Centra Technologies

T. E. Data

Revenue from available for sale investments
Egyptian Company For Telephone Equipment

Arab Sate

Information Technology Company

Menatel

Note
No.

(27-1)

For the

For the

Financial period Financial period

From 1/1/2007
To 30/9/2007

L.E. (000)

79 957

9118

2113
140
3736
97 680

192 744

For the
Financial
period

From 1/1/2007
To 30/9/2007

L.E. (000)

752 497
656

14 969

768 122

2211
129

1144

3484
771 606

From 1/1/2006
To 30/9/2006

L.E. (000)

71 436
902
264

2412

76 213

160 615

For the
Financial
period
From 1/1/2006
To 30/9/2006

L.E. (000)

336 600
851
4 883
785
4 200

347 319

971 6
1121
271
313

3402
350 721



27-1 Revenue from Investments in Vodafone Egyptpany

Revenue from investments in Vodafone Egypt Comgdan the period from 1/1/2007
to 30/9/2007 amounted to L.E. 752 497 K represt@sieclared dividends by L.E 3 &
L.E 4 per share respectively, for 107 497 569 shavened by the company, according
to the General Assembly Meetings of Vodafone Egymipany decisions on 6/5/2007
& 25/6/2007 respectively.

Revenue from investments in Vodafone Egypt Compganthe period from 1/1/2006 to
30/9/2006 amounted to L.E. 336 600 K representsiéwtared dividends by L.E. 2.5 &
LE 3 per share respectively, according to the Gednessembly Meetings of Vodafone
Egypt Company decisions on 26/1/2006 & 22/6/20Gpeetively.

28. OTHER (EXPENSES) / INCOME

For the For the

Financial period Financial period
From 1/1/2007 From 1/1/2006
To 30/9/2007 To 30/9/2006

L.E. (000) L.E. (000)
Donations (8 666) (2 552)
Sundry revenues* 204 107 249 790
195 441 247 238

*

Sundry revenues for the period from 1/1/2003®9/2007 include the following:

L.E. (000)

- Accrued interest for the period from 1/1/20073@9/2007 90 000

for the amounts paid to NTRA

- Deferred revenues amortization for the period 3432



29. REVERSAL OF IMPAIRMENT LOSS/ (IMPAIRMENT) ON
INVESTEMENTS IN AFFILIATES & AVAILABLE FOR SALE

INVESTMENTS
For the For the
Financial period Financial period
From 1/1/2007 From 1/1/2006
To 30/9/2007 To 30/9/2006
L.E. (000) L.E. (000)
Investments in affiliates
Nile On Line (NOL) 17 332 -
International Telecommunication Consortium (54) -
Limited. (ITCL)
17 278 -
Available for sale investments
- Participations in foreign Satellite companies - 1437
& organizations Thurya Company
- Arab company for computers industry (947) -
- EgyNet Company 15 900 -
14 953 -
32 231 1437

30. EARLY RETIREMENT SCHEME

- The company’s board of directors approved innikseting dated May 9, 2001 an early
retirement scheme for its employees. The schemeimpkemented during the twelve
months ended 31/8/2002 (First phase). The coshexet compensations is financed by a
Bank loan granted to the company. The principahleall be repaid from employees’
Loyalty Fund and the interest will be charged t® ¢bmpany as expenses when incurred.

- The company's board of directors approved in itetings dated March 20, 2002 and
December 30, 2002 to finance an amount of L.E @85K@nd L.E 35 000 K respectively
for the employees’ Loyalty Fund to facilitate fiamg the retired employees’
compensations (the second and third phases), mavidat these amounts should be
refunded from employees Loyalty Fund upon theialegarly retirements. The amount of
L.E. 78 915 K was refunded as of September 30, 2007

- On January 15, 2004 the employees’ Loyalty Fund wegsstered in the Register of the
Egyptian Private Social Insurance Funds and thetgracounts was transferred to the
account of Loyalty Fund which will pay these bakesi¢to the company on the dates of the
legal early retirement of the employees.



- The actual compensations charged to the incomensgait and paid to the early retired
employees’ for the period amounted to L.E 3 24@dfresenting the amount due on the
remaining period till the legal age of retirement.

The amounts to be refunded during a year (curreritqn) amounted to L.E 1 681 K and
the amounts to be refunded starting from Oct 20@8up to the year 2011 (the long term
portion) is L.E 19 404 K. (Note No. 7).

31. WAIVER OF THE LICENSE OF THE THIRD MOBILE
OPERATOR

- The company obtained a license to establish hivel tmobile phone operator against an
amount of L.E. 1 975 million paid to the National@communication Regulatory Authority
(NTRA). However, due to the current recession m itiarket, the company decided to waive
its right in this license and recover the licersesfpaid to (NTRA).

- Pursuant to the memorandum of understanding dagegmber 20, 2003 concluded between
Telecom Egypt and both Vodafone Egypt Co. and Mdbihe parties agreed that the two
mobile operators would pay to (NTRA) cash instalisein order to obtain the frequency
band 1800 MHTZ previously granted to Telecom Eggptl waived to the two mobile
operators.

- On January 27, 2005 an agreement was made betwaenom Egypt and the National
Telecommunication Regulatory Authority (NTRA) wheyethe company committed itself
not to apply for obtaining a license to build amukate a mobile phone network in Egypt
using the (G.S.M) system with the frequency band &00 MHTZ till November 30, 2007
against the commitment of (NTRA) to pay L.E. 1 9viblion — previously paid by Telecom
Egypt to (NTRA) — to Misr Banque according to tleems of the transfer of right dated
22/12/2003, in addition to the payment of L.E. 48fllion to the company after the
completion of the payment of L.E. 1 975 million dné&. 25 million due to (NTRA).

- The restriction mentioned above does not prohibiprejudice the right of the company to
apply to (NTRA) for obtaining a licenses to providebile telecommunication services of the
third generation (G3) or any other higher or equalbile telecommunication services or
infra-structure whether during or after the resimit period.

- The first three installments amounting to LE 1 4tBlion were collected, the remaining
amount due from (NTRA) is L.E. 560 million, in atidn to L.E 480 million, these amounts
will be collected on two equal annual installmeatsounting to L.E 520 million for each. The
last installment will be due on March 31, 2009.



32. EARNING PER SHARE FOR THE PERIOD

For the For the
Financial period Financial period
From 1/1/2007 From 1/1/2006
To 30/9/2007 To 30/9/2006
Net profit for the period (L.E 000) 1605174 1 4%/
Number of outstanding shares 1707071600 1707071600
Earning per share for the year (L.E / share) 0.94 .850
(For nine months) (For nine months)

33. STATEMENT OF CASH FLOWS

30/9/2007 31/12/2006  30/9/2006
L.E(00Q) L.E(00Q) L.E(000)

Cash and cash equivalents (as per balance sheet) 998 925 502903 1426 747
Less:

Banks overdraft 53 428 76 601 118 508
Blocked time deposits - 20 000 1956

Cash and cash equivalents as per statement ofloash 1 945 497 406 302 1 306 283

34. CAPITAL COMMITMENTS

The company’s capital commitments for the unexety@rts of contracts until Sep 30, 2007
amounted to L.E. 96.4 million (includes L.E 21.4llion the uncalled installments of
investees’ of share capital ) against L.E 100 omillat 31/12/2006 (includes L.E 24.4 million
the uncalled installments of investees’ of shamgtal. These commitments are expected to be
settled in the following financial year except thaecalled installments of investees’ share
capital, which shall be settled when required by Board of Directors for those investees
companies.

35. CONTINGENT LIABILITIES

In addition to the amounts included in the balastoeet as of Sep 30, 2007 the company has the
following contingent liabilities:-

30/9/2007 31/12/2006
L.E (000) L.E (000)

- Letters of guarantee issued by banks on belhalf o 31 965 32 355
the company

- Letters of credit 270 122 264 801



36.

TAXATION

36-1 Corporate tax

Years till 26/3/1998

- This period covers all the years up till Natiod@lecommunication Authority (NTA) has
been transformed into Telecom Egypt. Tax inspecti@s made, and all disputes were
settled except for certain amounts for which relgteovisions were formed to meet the
disputes tax liabilities.

Financial years from 27/3/1998 till 31/12/2004

- Tax inspection was made till the period ended 320@4 and the company was notified
by Tax Forms No. (18) & (19) corporate profit tandat agreed on the taxable income and
the differences were paid.

Financial year 2005 & 2006

- Tax returns were submitted on due dates accordintgx law No. 91 for year 2005 &
2006.

- Tax inspection for the year 2005 & 2006 is currgbeing undertaken.

36-2 Sales Tax

- Tax inspection was made till 31/12/2006 and a# thxes were settled.

36-3 Salary Tax
- Tax inspection and assessment were made till 31002/and all due tax were settled.
- Tax inspection & assessment for the period fromi20Q1 till 31/12/2002 has been sent to

the company, currently the disputes are beingesetthd the company formed a provision
on an estimated basis to meet the liabilities iy result from tax inspection.

- Tax inspection for the period from 1/1/2003 til/32/2004 is currently being undertaken.
36-4 Stamp tax
Tax inspection for the period from 27/3/1998 1d12/2000 was made and the company
objected on the disputed itemes on the due datesharrelated provisions were formed to

meet the dispute tax liabilities.

Tax inspection for the period from 1/1/2001 till/82/2005 is currently being undertaken.



37-

37-1

RELATED PARTY TRANSACTIONS

There are transactions between the Company asdhsdiaries & affiliates. The most important traetsons during the period and related balancedemalance sheet date

stated as follow

Related party transactions with subsidiari
Amount of transactior
recorded in the incon
statemer

Debit balances included in projects in progres
Middle East Radio Communication (MEF

Centra for technolog

Debit balance included in trade receivable
Egyptian Telecommunication Comp:
for Information Systel

T.E Data

T.E Dat¢

Egyptian Telecommunication Comp:
for Information Systel

Debit balances included in long term receivable:
and debtors and other debit accoun

Egyptian Telecommunication Compi
for Information Systel

T.E Dat:

Credit balance included in suppliers account:
Egyptian Telecommunication Comp:
for Information Systel

Centra for technologi
Centra for Industries

Middle East Radio Communication (MERC)

Credit balance included in creditors anc
other credit accounts
T.E Dat:

L.E. 00C

6 72¢

33 98:

140z

32 07:

26 887

32¢

7 58

Nature of

transactio

during the
perioc

Purchase of computers fr

subsidiary compar

Lease of compat
Premise

Contribution in Flag

Cable revenue
Leased locations

installation of network

Leased line

Purchase of fixed ass
on behalf of the compa

Sale of fixed asse
( Plaza Towel
for the subsidal
company

Services render froi

subsidiary compar

Purchase of computers fr

subsidiary compar

Maintenance of computers
Telecom Egypt compa

Internet service

Transaction volum Balance as ¢ Balance as ¢

during the perio 30/9/200° 31/12/200:1
Debit Credi Debit Credit Debit Credit

L.E. 00( L.E. 00( L.E. 00( L.E. 00( L.E. 00( L.E. 00(

— — 67t — 67t —

2 16¢ — 2 16¢ — — —

2 16¢ — 2 841 — 67¢ —

6 72¢ 4 22°¢ 4 48¢ — 198: —

49 612 29431 48598 — 28417 —
36 31¢ 34 92: 1397 — — —

1542 1542 — — — —
94 20: 70 11¢ 54 48: — 30 39¢ —

— — 14¢ — 14¢ —
27 96¢ 27 93( 3E — — —
27 96t 27 93( 18C — 14& —

23 52( 35 28( — 12 00¢ — 24¢
20 41« 29 42¢ — 10 19:. — 1177
181 392 — 211 — —

— — — 761 — 761
44 11¢ 65 10: — 23 17: — 2 18¢

7 53¢ 7 58¢ — 3 64: — 3 59¢

7 53¢ 7 58¢ — 3 64: — 3 59¢




37-2 Related party transactions with affiliates

Debit balance included in account receivables
Nile On Line (N.O.L)
Nile On Line (N.O.L)

Vodafone Egypt

Debit balance included in other debit balances - g term

Consortium Algerien de Telecommunications (CAT)

Debit balance included in debtors and other debit ecounts

International Telecommunication Consortium Limi{¢BCL)

Credit balance included in creditors and other cred accounts
Nile On Line (NOL)

Amount of transactions
recorded in the income

statement
L.E. 000

115
2322

425 325

694 983

4381

Nature of

Transaction volume

Balance as of

Balance as of

transaction during the period 30/9/2007 31/12/2006
during the Debit Credit Debit Credit Debit Credit
period L.E. 000 L.E. 000 L.E. 000 L.E. 000 L.E. 000 L.E.000
International leased lines 127 158 5323 —— 546 3 —
Local leased lines 2555 1011 1553 —— 9 —
Fixed to mobile interconnection and
audio text fees due to affiliates
711 992 686 613 62 331 — 36 952 —
Intercoming and international calls,
transmission & lease of company
primses for affiliates
714 674 687 782 69 207 - 42 315 -
Paid on behalf of subsidiary 42 804 4962 404734 —— 66 &892 -
to finance operating expenses
- 2 66 - 68 -
Internet services 4 046 4382 1568 — 1232




38. FINANCIAL INSTRUMENTS FAIR VALUE

The financial instruments are represented in thange of cash on hand and at banks, debtors,
creditors, investments and loans. The fair valutheflong-term loans cannot be determined, as
there is no market for these loans since the ntgjofithese loans are preferred loans granted
by the government or International Aid Organizasi@nd Institutions, the book value of other
financial instruments represents a reasonable smmees of their fair value.

39. MANAGEMENT OF FINANCIAL RISK

39.1 Interest risk

Interest rate risk is represented in the chang#seiimterest rate computed on the company’s
debts such as loans, bank overdrafts and credlitiEEwhich amounted to LE 6 683 547 K as
at September 30, 2007. (Compared to LE 7 487 968 & December 31, 2006). Financing
interests and expenses related to these balan@asted to LE 465 690 K during the period
(compared to LE 219 119 K during the same periath@fpervious year), while the balance of
time deposits amounted to LE 1 925 074 K as atepaper 30, 2007 (compared to LE 427 790
K as at December 31, 2006), and the interest incamt@ese deposits amounted to LE 49 463
K during the period (LE 37 661 K during the sameqekof the previous year). In order to
minimize these risks, the company’s managemenentlyrseeks to obtain the best possible
terms and conditions from the banks as regardbdlances of credit facilities overdrafts and
loans, also, it reviews the prevailing interesesadeclared by the banks on a regular basis, a
matter which help mitigate the interest rate risk.

39.2 Credit risk
This risk is represented in the clients and debioability to pay their outstanding balances. In
order to mitigate the said risk, the company sudpeservices for delinquent customers and

imposes fines on late payments followed by cuttifidines then contract termination.

39.3 Foreign currency risk

The foreign currency exchange risk representsisheof fluctuation in exchange rates, which
in turn affects the company’s cash inflows andlout§ as well as the value of its foreign
currency assets and liabilities. As of the datthefbalance sheet the company has foreign
currency assets and liabilities equivalent to L858 456 K and L.E 2 191 333 K
respectively. The company’s net exposure in foreigmencies is as follows: -

Foreign currencies (Deficit)/surplus (000)
U.S. Dollars 117 901
Euro (88 960)
Sterling Pound 298
Japanese Yen (1464 391)
Swedish Koran (13 345)

As disclosed in note (3-1) “Foreign Currency Tratish” the company has used the declared
exchange rates by the banks that the company déhl$o retranslate monetary assets and
liabilities at the balance sheet date.



40. COMPARATIVE FIGURES

Certain comparative figures of income statementweclassified to confirm to the current
classification of the current period.

41. SUBSEQENT EVENTS

No material subsequent events occurred after the dfthe financial period ended on
30/9/2007 that are to the contrary to the compamBoard of Directors decision, dated
2/10/2007, regarding the approval to sell TelecogypgEs shares in both Nile on Line
Company (NOL) and EgyNet Company (note No.6).



