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Key Performance Indicators

No. of Subscribers (Million)

Waiting List (Thousand)

Fixed Line Penetration Rate
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Financial Highlights

*
Sales Revenue 9,517
EBITDA 5,411
EBITDA Margin 56.9%
EBIT 2,569
EBIT Margin 27.0%
Profit Before Taxes 2,913
Net Profit 2,445
Net Profit Margin 25.7%
Total Assets 35,657
Total Shareholders’ Equity 23,839

* Financial figures are according to the International Financial Reporting Standards (IFRS)
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Company Milestones

February 2006

October 2006

November 2006

On February 22nd 2006, Telecom Egypt’s joint venture launched
commercial services in Algeria under the brand name “Lacom”.

On October 2Nd 2006, Telecom Egypt announced the outcome
of its Public Tender Offer to acquire an additional stake of up to
24.4% of Vodafone Egypt. Telecom Egypt's shareholding stake
in Vodafone Egypt reached 48.97%.

On November 8t 2006, Vodafone and Telecom Egypt announced
that they entered into a new strategic partnership to increase
cooperation between both parties and to jointly develop a range
of products and services for the Egyptian market. Telecom
Egypt’s shareholding stake in Vodafone Egypt reached 44.66%
after tendering 4.31% of Vodafone Egypt to Vodafone.

On November 2006, Telecom Egypt’s internet subsidiary
TE Data launched the first IP-TV based entertainment service

in Egypt.
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A TECHNOLOGY THAT GROWS WITH YOU...

Technology rarely stands still and we understand that superior service
is anchored in our ability to continually adapt to a changing market.
It is our aim to maintain a long-term partnership with all of our clients
in the past, present and future.

Telecom Egypt.. your total communications partner




TE’s Message
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A COMPANY TO RELY ON...

Egyptian households and their communication needs are evolving.
Using its cutting edge technology, Telecom Egypt strives to
ensure its customers can rely on the highest quality connections
with family and friends — at home and abroad.

Telecom Egypt... your total communications partner



A PARTNER TO BELIEVE IN...

Whatever your business in today’s fast-paced markets, few can afford
to ignore the benefits of effective communications. Telecom Egypt’s
commercial team will help you optimise the latest technology;
providing reliable solutions that meet every business’ needs.

Telecom Egypt..your total communications partner
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Chairman's Statement

2006 was our first year as a public company. It was both
an exciting and challenging year for Telecom Egypt and our
team has shown great skills and expertise in adapting to
rapid change in the market environment for telecommunications
in the MENA region.

Securing exposure to Egypt’s fast-growing mobile market
has in many ways characterised the year for Telecom Egypt.
In an intensely competitive market, our team demonstrated
the fiscal discipline required to be firm on price during the
auction of Egypt’s third mobile license, as well as the tenacity
required instead to increase our exposure to this exciting
market through an alternative avenue. Our increased
investment in Vodafone Egypt, now at 44.66 percent,
continues to deliver a strong financial result for the Company
(EGP 609 million at year end). With mobile penetration in
Egypt at 24.6 percent and expected to grow rapidly in the
future, TE stands to benefit, not only as a strategic investor
in Vodafone Egypt, but also from the effect of mobile related
income streams on our core business.

There is little doubt that our market is changing and in
response to these challenges and opportunities we have
begun to change the emphasis of our business also. Our
focus has been shifting from strictly increasing fixed-line
penetration among retail customers, to driving profitability
through the development of high-spend customer segments
where a growing demand for a greater variety of additional
services and convergent technology exists. Despite this,
we have added 411 thousand customers in 2006 bringing
the total size of our customer base to 10.8 million; continually
one of the largest and most stable in the region.

The full year results provide a tangible illustration of the
success of our programme to rebalance tariffs in favour of
a more competitive environment. Our customers have
responded well to the increases and we have seen no real
decline in usage. An increase in revenues from local call
and subscriptions has contributed to a year-on-year rise
in consolidated revenues of 11 percent, ahead of our
targets. This takes monthly ARPU to EGP 58.7 for the full
year 2006.

Management initiatives undertaken to ensure that the overall
revenue mix continues to evolve have combined to deliver
a highly positive financial effect for the full year result.
| would draw your attention to the increasing contribution
from the wholesale segment as a result of the success of
our interconnection service to other operators. Wholesale
revenues now account for 30 percent of our total revenue
mix, up from 27 percent in 2005, at EGP 2.8 hillion.

Profitability is at the forefront of our minds and importantly
these revenue enhancing initiatives have largely been
achieved without an associated cost. This has therefore
had a positive impact on EBITDA margins at 57%, continuing
the trend we have worked hard to sustain for the last five
years. Furthermore, the corresponding increase in net
profit translates to a net profit margin of 25.6 percent and
a rise of 16 percent in earnings per share.

The demand for Internet access and services continues to
escalate in Egypt, representing an enormous opportunity
for Telecom Egypt. The Internet and data market in Egypt
is characterised by low PC penetration and Internet
penetration levels (2.7 percent and 11.3 percent respe«:tively)1
as well as a large student population presenting significant
demand potential. Throughout the year we have continued
to undertake a number of proactive measures to further
increase Internet penetration and accessibility to PCs
through our ongoing “PC for every home” initiative, as well
as commercial initiatives to improve affordability.

Our retail Internet business, TE Data, performed exceptionally
well during 2006, tripling its subscriber base and reaffirming
its position as the broadband market leader with 45 percent
market share. Internet and data revenues have grown at
a CAGR of 87 percent over the past four years and we fully

expect strong organic growth to continue in the future.

Telecom Egypt’s network is fully digitalised and requires
very limited modernisation, but as a leader in technological
advancement, we recognise that the continued quality of
our infrastructure is critical to our future success and
aspirations. In July of this year, we successfully completed
the rollout of our ATM network improving the integrity of
our service further and have continued to augment switching
capacity which now stands at 13.35 million lines, despite
rationalisations in our capital expenditure budget. As |
promised last year, we have also continued to exploit new
technologies to enable new services and have fully
operational CDMA network infrastructure in place in the
Delta, Upper Egypt and North Sinai areas.

Our performance this year has undoubtedly been buoyed
by the growing strength and stability we have witnessed in
the Egyptian economy and that of the region in which we
operate. The Egyptian economy is today one of the fastest
growing among the emerging markets, with real GDP growth
of 6.3 percent’and rising GDP per capita having a positive
effect on personal disposable income . Factors such as
these, combined with stabilizing inflation and a young
population set a positive trend for the macro-economic
backdrop in which our company operates.

The liberalisation of the telecommunications landscape in
Egypt is one of the biggest transformations we face as a
company. As TE’s exclusivity in international voice expired
at the end of 2005, it was difficult to predict precisely what
pace this change would take. To-date we have been taking
steps to capitalise on the opportunity to build on our
successful interconnection services and expand
wholesale services - a development we regard as a core

1 - UN Statistics Division, Business Monitor International, hot telecom, MCIT, CAPMAS

2- Source: CBE & EFG-Hermes (2006/2007 estimates)

opportunity for the coming year.

Looking forward, | am confident that Telecom Egypt is set
for ongoing success in the year ahead. Our team’s dedication
to improving customer service levels, expanding our product
and service offering and harnessing the opportunity
presented by our existing markets, will continue unabated.

To succeed in this ambition, it is my goal to ensure that
Telecom Egypt has the skills and leadership to embrace
the ongoing evolution within our key markets. Our ambition
to recruit, promote and retain the best talent in the industry
goes on. Our highly targeted recruitment and management
development programme will continue, within strict
operational parameters, throughout 2007 and is designed
to ensure that TE benefits from innovative and committed
individuals right across our organisation.

In summary, | believe that we are in a strong position both
financially and operationally to drive our business forward
in the coming years and achieve ongoing success for our
shareholders. Our management team is equipped with the
depth of experience and talent required to successfully
implement our strategy and to harness the great
opportunities our market continues to present. | would like
to thank our employees for their hard work throughout the
year and our customers and shareholders for their ongoing
loyalty. | look forward to leading Telecom Egypt into what
is set to be another successful and exciting year.

Akil Beshir
Chairman & CEO
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From right to left sitting:

e Azza Mohamed Torky

* Akil Hamed Beshir

¢ Sayed Mohamed El Prince

* Mokhtar Abdel Moneim Khattab
* Neveen Hamdy El Tahri

® Farghaly Bakry Seleem

From right to left standing:

e Tarek Mohamed Moharram
¢ Adel Rashad Danash

* Hesham Mekkawy

* Amr Abdel Kader Hashem
* Hassan EI-Sayed Abdullah

Board of Directors

Akil Hamed Beshir
Chairman & CEO

Akil Beshir was appointed Chairman of Telecom Egypt in June 2000.
Previously, he was the General Manager and Managing Director of
Giza Systems Engineering from 1978 to 2000. He holds a B.Sc. in
Communications Engineering from Cairo University as well as a
Professional Diploma and an MA in Management from the American
University in Cairo.

Azza Mohamed Torky
Chairman of TE Data

Azza Torky was appointed a board member in 2000. She is currently
the Chairman of TE Data,Telecom Egypt's Internet and Data
subsidiary, prior to which she was the Vice Chairman for International
Telecommunications and Backbone at Telecom Egypt from June
2000 to October 2006. In June 2000, New Services & Marketing
were added to her responsibilities. She has been with the company
in various managerial and technical positions since 1965, including
General Manager for the Operation and Maintenance of Earth
Stations from 1987 to 1997, and Head of the International
Telecommunication Department from 1997 to 1999. She holds a
B.Sc. in Communications Engineering from Cairo University.

Mokhtar Abdel Moneim Khattab
Economics and Privatisation Expert & Ex-minister of Public
Enterprise

Mokhtar Khattab was appointed board member in 2004. He is
currently Chairman of the Nubaria Sugar Company as well as
Chairman & Managing Director of Horizon for Investment and
Industrial Development Company. He is also a professor of
Economics, Faculty of Agriculture, Cairo University. He was the
Minister of Public Enterprise from 1999 - 2004. Khattab holds a BA
in Commerce from Ain Shams University, Egypt. He also holds a
D.E.S and Doctorat d'Etat in Economics, France.



Adel Rashad Danash
Chairman of Telecom Egypt Information Technology
(Xceed)

Adel Danash was appointed board member in June 2000. He is
currently Chairman of Telecom Egypt Information Technology (Xceed).
Previously, he was Chairman of Bayanet, and Managing Director
of Standardata Egypt from 1986 to 2000. He holds a B.Sc. in
Electronics from Cairo University, and a Diploma in Computer
Networks and a PhD in Computer Science from Paris 7 University,
France.

Neveen Hamdy El Tahri
Chairperson of ABN AMRO Delta Asset Management and
Delta Securities Egypt

Neven El Tahri was appointed a board member in August 2006.
She is currently the Chairperson of ABN AMRO Delta Asset
Management, as well as the Chairperson of Delta Securities Egypt.
She is also a board member of Egyptian Arab Land Bank, the
General Authority for Investments “GAFI”, and the Dutch Business
Association. She became the first women to sit on the board of the
Cairo & Alexandria Stock Exchanges from 1997-2003. From 1987-
1992, she occupied a range of positions in the Commercial
International Bank “CIB” until she became the Assistant General
Manager Corporate Banker managing Petroleum, Tourism and
Electronic divisions. She holds a B.Sc. in Economics from the faculty
of Economics and Political Sciences, Cairo University, Egypt.
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Sayed Mohamed El Prince
Chief of Staff of the Signal Corps

Sayed El Prince was appointed Chief of Staff of the Signal Corps
in 2004. Throughout the course of his career in the Signal Corps,he
has held most of the positions of authority. He also has a B.A in
Commerce from Ain Shams University, Egypt in 1971.

Tarek Mohamed Moharram
Attorney at Law- Senior Partner

Tarek Moharram was appointed a board member in August 2006.
He is currently an Attorney at Law and has been a Senior Partner
in Abdel Motaal, Moharram & Heiza Law Firm since 1994. Previously,
he was the manager of Moharram Law Firm from 1986-1994. From
1977-1986 he occupied several positions at the Arab International
Company for Hotels and Tourism until he became the General
Manager of the legal department. He began his career as a junior
lawyer at Shalakani Law Firm in 1976 and holds a License de Droit
from Cairo University and graduated in 1974.

Hesham Mekkawy
Chairman of British Petroleum Egypt

Hesham Mekkawy was appointed a board member in August 2006.
He is currently the Chairman of BP Egypt. prior to which he was
the chairman of BP Algeria in London since 2000. After the merger
between BP and Amoco in 1999 he was appointed Assistant Vice
Chairman for the company. Previously, he occupied different positions
in Amoco from 1990-1999. He holds a Masters degree in Business
Administration from Boston University, United States. as well as a
B.Sc. from the faculty of Engineering, Cairo University, Egypt.

Amr Abdel Kader Hashem
Senior Advisor to MCIT Minister

Amr Hashem was appointed board member in 2004. He is currently
Senior Advisor to the Ministry of Communications & Information
Technology (MCIT). Previously, he was the Director of the
Telecommunications Policy Department of the (MCIT), Prior to which
he was the manager of the Telecommunications Policy unit from
1999. From 1994-1999 he worked as a senior Communications
Engineer for the Cabinet IDSC. He is an NFP fellow and holds an
MBA from the Maastricht School of Management, Netherlands, in
Strategy and Economic Policy. He also holds a B.Sc. in
Communications and Electro-physics from Alexandria University,
Egypt.

Hassan El-Sayed Abdullah
Vice Chairman and Managing Director of the Arab African
International Bank

Hassan Abdullah was appointed a board member in November
2006. He is currently the Vice Chairman and Managing Director of
the Arab African International Bank (AAIB) since 1983, he has
occupied a range of managerial positions at the AAIB including
General Manager and Deputy General Manager and was posted
by the AAIB to New York from 1989-1998, He holds an MBA from
the American University in Cairo (AUC) and a BA in Business
Administration from the same university.

Farghaly Bakry Seleem
Chairman of Telecom Egypt's Employee Union

Farghaly Seleem was appointed board member in 1999. He is
currently the Chairman of Telecom Egypt's Employee Union and he
is also a member in both the executive board of the Arab Union for
Transportation and Communication in Libya as well as the International
Telecommunication Union in Cote De Voir, He also represents Egypt
and North Africa Region in the International Telecommunication
Union in Switzerland From 1989 to 1999 he was the General
Engineering Supervisor at Telecom Egypt's Switching Station at
Quina. Farghaly Seleem holds a Diploma as a Telephone Engineering
Technician from the Industrial Institute, Quina, Egypt.
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Executive Management

Akil Hamed Beshir
Chairman & CEO

Beshir was appointed Chairman of Telecom Egypt in June 2000.
Previously, he was the General Manager and Managing Director of
Giza Systems Engineering from 1978 to 2000. He holds a B.Sc. in
Communications Engineering from Cairo University as well as a
Professional Diploma and an MA in Management from the American
University in Cairo.

Ali Gamal El Din Salama, CPA
Vice President; Financial & Commercial Affairs

Ali Salama was appointed Vice President for Financial & Commercial
Affairs in 2000 and a board member from 2000-2006. Previously,
he was a consultant with KPMG Hazem Hassan, where he had
been a partner since 1993. Salama holds an MBA in Finance from
the University of Washington, Seattle, USA, and a Master of
Professional Accounting and Taxes (MPPAC) from the same university.
He is also a Certified Management Accountant (CMA) and Certified
Public Accountant (CPA). Salama is a fellow of the Egyptian
Association for Accountants and Auditors, and a member of the
American Institute of Certified Public Accountants (AICPA).

Mohamed Abdel Rehim Hassanein
Vice President; Projects' Operation & Maintenance

Mohamed Hassanein was appointed Vice President in 2001 and a
board member from 2004-2006. He has been with the company
in various managerial and technical positions since 1976, including
General Manager of the First and Third Zones of East Cairo, then
Sector Chief of East Cairo Zones. Hassan holds a B.Sc. in
Communications Engineering from Al Azhar University.

Dawlat Abdel Hameed El Badawi
Vice President; Project Planning

Dawlat EI Badawi was appointed Vice President in December 2003.
She has been with the company since 1968 in various managerial
and technical positions including General Manager for the switching
implementation from 1991 till 2000. She was also the Head of
projects implementation department from 2000 till 2003. El Badawi
holds a B.Sc. in Communications Engineering from Cairo University

Abdel Hamid Mahmoud Hamdy
Vice President; Human Resources & Administrative Affairs

Abdel Hamid Hamdy was appointed Vice President in 2004.
Previously, he was Director and Vice President of HR for Novartis
Pharma S.A.E from 1990-2000. He then held the position of Human
Resources Director of Glaxo Wellcome Egypt S.A.E from 2000-
2001. In 2002, Hamdy was appointed Vice Chairman for Human
Resources and Administration at Wataneya for Mobile
Communications Company until 2004. He holds a BA and High
Diploma in law from Ain Shams University.

Sanaa Soliman
Vice President; Follow Up

Sanaa Soliman was appointed Vice President in January 2006.
Previously she was TE's Marketing Director whereby she handled
all activities related to the marketing, communications, product
development, brand building and market intelligence. She has been
with the company in various managerial and technical positions
since 1971, including an engineer for operations & maintenance of
local exchanges. She was then fully responsible for managing the
operations & maintenance of transit exchanges and gateways of
Telecom Egypt. Sanaa Soliman holds a B.Sc. in Electronics and
Communications Engineering from Cairo University.

Sayed Dessouky
Vice President; Projects' Implementation

Sayed Dessouky was appointed Vice President for Projects’
Implementation in October 2006, He has been with the company
in various managerial and technical positions since 1973, including
Sector Chief of Implementation and maintenance for Upper Egypt
since October 2001 as well as General Manager for Project
Implementation for National Calling exchanges. Sayed Dessouky
holds a B.Sc. in Communications Engineering.

Mohamed El Nawawy
Vice President; International and Regulatory Affairs

Mohamed El Nawawy was appointed Vice President for International
and Regulatory Affairs in November 2006. He is responsible for
international, wholesale and regulatory affairs. He joined Telecom
Egypt Group in November 2001 as Chairman and Managing Director
of TE Data, Telecom Egypt internet and data subsidiary. In January
1992, he co-founded InTouch Communications Services, SAE a
local ISP in Egypt where he resided as Chairman and Managing
Director until April 2000. Mohamed EI Nawawy has also consulted
for the National Telecommunications Regulatory Authority El Nawawy
holds a B.Sc. in Computer Science and an LLM.

Khaled Marmoush
Vice President; Information Technology

Khaled Marmoush was appointed Vice President for Information
Technology in October 2006, prior to which he was the Sector Chief
for Information Technology from October 2005. Khaled Marmoush
is an information technology/business consultant with more than
20 years of experience in the areas of Executive Management,
Consulting, Business Development/Analysis, and Project
Management. He worked with several international consulting and
systems integration firms in different countries including Canada,
Egypt, U.A.E, and the US. He holds a Masters in Information Science
and a B.Sc. in Computer Science.



Corporate Governance

Telecom Egypt is committed to the best practice in the
area of corporate governance, working to ensure the
integrity and sustainability of its business operations at all
times. Our main corporate governance and board practices
during the 2006 financial year are described in this section.

Our Board regularly reviews and updates our corporate
governance practices as developments occur within the
marketplace, our business and to internationally recognised
governance standards. We are guided by the corporate
governance principles presented by the Arab Republic of
Egypt Capital Market Authority, ensuring that the highest
standards of corporate governance throughout our
organization are consistently maintained.

The Board of Directors

Role and Responsibility of the Board

Telecom Egypt’s Board of Directors is responsible to

shareholders for the overall strategy of the Company, its

governance and performance. The Board manages the

Company’s business and affairs and decides on matters

other than those that must be determined by shareholders.

The Board’s role includes:

- providing strategic direction to the Company by working
closely with management to determine, monitor, develop
and modify our strategy and performance targets;

To Our Shareholders

- approving the annual budget for the Company and other
significant business decisions;

- reviewing and approving statutory accounts and overseeing
our financial position;

- issuing recommendations to the General Assembly
concerning our capital, including capital restructures,
expenditure and dividend policy;

- monitoring the integrity of internal control and reporting
systems.

Board membership, size and composition

As per the Company’s bylaws, the Board of Directors is
composed of eleven members: three of which are
Independent Directors elected by the General Assembly,
one that is an employee representative elected by the
Company’s Labor Syndicate and seven that are appointed
by a decree of the Prime Minister upon recommendation
from the Ministry of Communications and Information
Technology (MCIT).

The Amended Statutes provide that meetings of the Board
of Directors are to be held at least four times a year. A
quorum of the Board of Directors requires the presence of
at least a majority of its members. Each member has one
vote. The Board of Directors passes resolutions by at least
a simple majority vote of those members present and/or
represented at the meeting. In the event of a tie, the
chairman casts the deciding vote.

Board of Directors

(Biographies available under “To Our Shareholders” section)

- Akil Hamed Beshir, Chairman & Chief Executive Officer

("CEQ")
- Azza Mohamed Torky, Board Member
- Mokhtar Abdel Moneim Khattab, Board Member
- Adel Rashad Danash, Board Member
- Sayed Mohamed El Prince, Board Member
- Neveen Hamdy El Tahri, Board Member
- Tarek Mohamed Moharram, Board Member
- Hesham Mekkawy, Board Member
- Amr Mohamed Abdel Kader Hashem, Board Member
- Hassan El Sayed Abdullah, Board Member
- Farghaly Bakry Seleem, Board Member

Committees of the Board

The Board committees assist the Board in the fulfilment
of its responsibilities. The role of Board committees is to
advise and make recommendations to the Board. There
are four standing committees:

- Audit Committee

- Remuneration Committee

- Investment Committee

- Technical Committee

A description of the role and composition of each committee
is provided below. Following each meeting, the Board
receives a report from the committee on the activities and
performance of the relevant committee.

Audit Committee

Telecom Egypt has an Audit Committee composed of four
members, at least two of whom are independent Directors.
The Audit Committee is charged with monitoring the efficacy
of internal audit procedures, internal controls and the
performance of the outside auditors, as well as reviewing
and discussing with management all audit reports, financial
statements and annual reports to shareholders. The Audit
Committee additionally presents periodic reports and
recommendations to the Board of Directors regarding the
forgoing matters.

Remuneration Committee

Telecom Egypt, under the Amended Statutes, is required
to have a Remuneration Committee comprised of at least
two Independent Directors. The role of the Remuneration
Committee is to review and approve corporate goals and
objectives relevant to compensation of the executive
directors and senior management. The Remuneration
Committee is required to evaluate each individual’s
performance in light of these goals and to make
recommendations to the Board of Directors with respect
to incentive and equity-based compensation plans.

Investment Committee

The Company has an Investment Committee composed
of seven members, three of which are Independent Directors.
The Investment Committee is charged with developing and
recommending to the Board policies relating to the
Company’s investments and also for overseeing the
implementation of these policies.

Technical Committee

The Company has a Technical Committee composed of
four Board Members, none of whom are Independent
Directors. The Technical Committee is charged with the
study and review of technical matters involved in the
performance of the operations of the Company. The
Technical Committee additionally presents reports and
recommendations to the Board of Directors concerning
such technical matters.
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The General Assembly
Role and Responsibility of the General
Assembly:

The Company’s annual Ordinary General Assembly convenes
at least once every year within three months following the
end of the fiscal year to consider the following:

1- the Auditor’s report;

2- the report of the Board of Directors;

3- approval of the financial statements;

4- approval of the distribution of dividends;

5- to determine the members of the Board of Directors’
remuneration and allowance;

6- to appoint the auditor and determine his fees;

7- to elect the Board of Directors as necessary;

8- extension of the appointment of the Chief Executive
Officer and the Deputies of the Chief Executive Officer
over the age of 60.

In addition to the above-mentioned matters, the Company’s
Ordinary General Assembly is responsible for the following:

A- With respect to the Company’s financial matters the
Ordinary General Assembly reviews such matters as:

1- suspending the setting aside of the legal reserve if
it reaches half the amount of the Company’s issued
capital;

2- formation of other reserves aside from the legal
reserve and the statutory reserve;

3- use of statutory reserve for the benefit of the Company
or its shareholders;

4-transacting on the reserves and provisions;

5- approval of the distribution of the of a share of net
profits realized by the Company as a result of the
sale of one of its fixed assets or compensation
therefore;

6- approval of the issuance of bonds and the guarantees
given to the bearers of such bonds;

7- review of the decisions and recommendations of the
group of bondholders;

8- authorizing the founders and the members of the
Board of Directors to enter into bilateral contracts
with the Company;

9- authorizing the Board of Directors to make donations.

B- The Ordinary General Assembly also looks into other
matters pertaining to the Company’s Board of Directors
including:

1- discharging the Board of Directors or one of its
members and bringing a liability claim against them;

2- discharging members of the Board of Directors that
have repeatedly failed to attend meetings of the
General Assembly and electing other members to
replace them;

3- applying a monetary fine against members of the
Board of Directors that fail to attend the General
Assembly without an acceptable excuse for their
absence;

4- authorizing the Managing Director to hold the position
of managing director in another company;

5- authorizing a member of the Board of Directors to
carryout a technical or administrative position in
another joint stock company on a permanent basis;

6- authorizing a member of the Board of Directors to
trade for his own account or for the account of other
individual in the Company’s field of activity;

7- carrying out management actions that the Board has
failed to review due to an incomplete quorum;

8- approval of any decisions issued by the Board of
Directors;

9- issuing recommendations with regards to matters
within the authority of the Board of Directors.

C- Other responsibilities of the Ordinary General Assembly
pertaining to the Auditor and Liquidation of the Company
include:

1- looking into changing the Company’s auditors
throughout the course of the fiscal year;

2- looking into discharging the Company’s auditors and
bringing liability claims against them;

3- looking into the auditor’s report in the event that he
is incapable of fulfiling his duties;

4- appointing liquidators and defining their fees and
discharging the liquidators;

5- extension of the time period set for liquidation upon
inspection of the liquidators report;

6- looking into the temporary accounts submitted by
the liquidator every six months;

7- approving the final liquidation account; and

8- specifying the place in which the company’s files
shall be stored after the Company has been stricken
off from the Commercial Registration Authority.

The Company’s Extraordinary General Assembly

Meeting is concerned with amending the Company’s

statutes, particularly the following:

1- an increase or decrease of the capital of the Company;

2- liquidation of the Company prior to expiry of its terms;

3- amendment of the objectives of the Company;

4- the merger of the Company with any other company
or legal entity.
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Telecom Egypt is a part of Egypt’s history; inextricably linked
to its heritage and now its technological advances. With
such alink it is important for TE to embrace its responsibilities
as a corporate citizen. Understanding the present and
future challenges facing its community and responding
accordingly is an ongoing commitment our company takes
very seriously.

Social Contribution

During the year 2006, TE has engaged with the community
in different ways, including the initiation of nationwide
programmes geared towards improving healthcare and
education, tackling unemployment, helping those in need
and promoting sports and fitness.

Healthcare

The quality of the country’s healthcare and specifically
combating chronic disease continues to represent an
ongoing challenge for our country. It is for this reason that
healthcare remains at the heart of Telecom Egypt’s social
contribution programme. TE has dedicated considerable
time and effort to ensuring cancer patients have full access
to physiotherapy and rehabilitation support, working
alongside specialised organisations such as the National
Institute of Cancer Patients’ Friends, the Cancer Hospital
for Kids and The National Institute For Live Disases in an
attempt to abate illnesses which afflict so many Egyptians.

Education

The technology of our network is highly advanced and
reaches many people, so it is incumbent upon us to address
the evolving demands of our customer base as well as
those of our workforce. Above and beyond offering intensive

training and professional courses, TE has had even greater
ambitions for its employees. The Company has signed a
long-term agreement with the Foundation of the Nile
International University, a programme acknowledged and
supported by Navarre University of Barcelona-Spain through
its IESE Business School, which offers our employees the
opportunity to advance their skills through various
professional qualifications.

Telecom Egypt has also taken steps to raise the community’s
awareness and understanding of capital markets. TE has
sponsored the “Borsa step-by-step programme” conducted
by the Capital Markets Authority and Cairo & Alexandria
Stock Exchange. The programme is designed to provide
an introduction to the mechanics of global and domestic
financial markets.

Unemployment

As one of the largest employers in Egypt, TE believes that
it plays a pivotal role in the social and economic challenges
facing its community, notably employment. Unemployment
continues to dampen the Egyptian economy and with this
in mind TE has supported several initiatives which aim to
stimulate entrepreneurial activity in Egypt. In 2006, TE
sponsored “Dyarna 2006”, an initiative which encourages
small and home businesses to market their products more
broadly with a view to accessing a wider market and

improving profitability. A part of this, “Productive Families
Exhibition” provides a forum where these fledgling
businesses can assess demand for their products, and in
some cases, sign new commercial contracts.

Helping those in need

Telecom Egypt has continued its long-standing work with
orphans through numerous charitable donations and its
fourth consecutive year of sponsorship for “National
Orphans’ Day” on the 7 April, 2006.

Telecom Egypt has supported projects which enhance the
quality of life of the disabled. Programmes have included
regular donations to the “Disabled Children’s Hospital” to
afford these children the opportunity to learn and play sport
as part of their rehabilitation programme.

Sport

Telecom Egypt has always been an avid supporter of
national sports and, during 2006, it has been heavily involved
in promoting games which typically attract very few
spectators. As an example, it was the official sponsor of
the Future International Tennis Championship held between
6 -26 March, 2006. Equally, it was also the official sponsor
of the Arab Indoor Soccer Championship held in South
Valley University from 11-16 November, 2006.



- Country
0 .
TE Information TE Data Centra Middle East oypt Tus 35.71%
Technologies Radio R —
Te C h n O I O I gyptian Company for Interne igital Infrastructure
2 i~ati Egynet 19.20% Egypt
Communications (Egyptian Company for Networks)
. - . EGTI 0
|T ConSUItancy & Internet SerV|Ce PC Matnl.rfacturlng & Wl I’eleSS (Egyptian German Company for Telecommunications Industries) _ Egypt
Call Centre Operator Provider Distribution Communications Quickte 10.00% Eaypt
(Egyptian Telephone Company)

* All the above subsidiaries operate inside Egypt
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Public Accountants & Consultants

Pyramids Heights Office Park Telephone :(202) 536 22 00 - 536 22 11

Km 22 Cairo/Alex Road Telefax :(202) 536 23 01 - 536 23 05
P.O. Box 48 Al Ahram E-mail : egypt@kpmg.com.eg
Giza - Cairo - Egypt Postal Code: 12556 Al Ahram

Auditor’s Report
To the Shareholders' of
Telecom Egypt Company

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

an opinion on these financial statements based on our audit.

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

which we deemed necessary for our audit. We believe that our audit provides a reasonable basis for our opinion.

Financial Statements and Notes EAS 28 - 29

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

Standards, and comply with applicable Egyptian laws and regulations.

KPMG Hazem Hassan
Public Accountants & Consultants

. . . . Ko o
KPMG International

Cairo, March 12, 2007

Consolidated Balance Sheet

As of December 31, 2006

Note
No.

Long-Term Assets

Fixed assets (net) (4)
Projects in progress (5)
Investments in affiliates (3-6),(6-1)
Available for sale investments (3-7),(6-2)
Other long-term receivables (7)
Other assets (net) (3-9),(8)
Total Long Term Assets

Current Assets
Inventory 9)
Trade and notes receivable (10)
Other receivables (11)
Investments held for tarding (12)
Cash on hand and at banks (13)
Total Current Assets

Current Liabilities
Loan installments and facilities due within one year (14)
Bond loan installments due within one year (21)
Banks - credit accounts
Banks overdraft
Suppliers & notes payable (15)
Dividends payable
Creditors and other credit accounts (16-1)
Provisions (17)

Total Current Liabilities
Working Capital

Total Investments

31/12/2006 31/12/2005
LE (000) LE (000)

21 073 795 21 833 589
1010913 1146 797
6522 971 1539 465

91338 95197
1156 296 1512 901
219 190 126 769
30 074 503 26 254 718
597 928 494 776
2997 809 2559673
1655 295 2160735
123 090 -
588 845 768 016
5 962 967 5 983 200
890 651 476 487
400 000 -
15 396 419 061
77762 158 474
181 718 103 768
9752 36 593
2 995 391 2926 577
481 229 1255 653
5 051 899 5376 613
911 068 606 587
30 985 571 26 861 305

Financed as follows:-

Note 31/12/2006 31/12/2005
No. LE (000) LE (000)

Equity and Long-term Liabilities

Equity
Paid up capital (19) 17 070 716 17 070 716
Reserves (20) 4 264 512 3416 774
Retained earnings 801 222 402 035
Translation difference adjustments ( 185) (78
Net profit for the year 2426 877 2097 275
Total equity attributable to equity holders of the parent 24 563 142 22986 722
Minority Interest 34 839 22031
Total Equity 24 597 981 23 008 753

Long-Term Liabilities

Loans and credit facilities (14) 4505 439 1734821
Bonds loan (21) 1600 000 2000 000
Creditors and other credit accounts (16-2) 165972 56 459
Deferred tax liabilities (3-23),(22) 116 179 61272
Total Long-Term Liabilities 6 387 590 3852552
Total Equity and Long-Term Liabilities 30985571 26 861 305

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

Chairman Deputy of the Executive Head of the
and the Executive President President for Financial & Financial Sector
Commercial Affairs

Eng./Akil Beshir
Acc./Khaled Heshmat

Acc./Ali Salama

Date : 11 March, 2007



Consolidated Statement of Cash Flows

For The Financial Year Ended December 31, 2006

Consolidated Income Statement

For The Financial Year Ended December 31, 2006

Note 2006 2005 Note 2006 2005 Note 2006 2005 Note 2006 2005
No. LE (000) LE (000) No. LE (000) LE (000) No. LE (000) LE (000) No. LE (000) LE (000)

Operating Revenues Other Income / (Expenses) Cash flows from operating activities Cash flows from financing activities
Sales of services (23) 9400 135 8379 705 Interest income 48 633 27 980 Cash receipts from trade receivables 7520 697 7 068 735 Repayment of borrowings & facilities relating to
Sales of telephone sets & directories 88 278 168 009 Income from investments 609 477 385 291 Sales tax collected from receivables 524 704 449 225 ;fg:r'z';f’;ﬁ; ‘i’r:?;eg’i‘g'lé’z‘;:t‘:q“'pme"t' projects in e o
9488 413 8547714 Interest expenses (393 082) (381 388) Stamp tax and fees collected (from third party) 83542 94 472 Repayment of other borrowings & faciliies (1 088 366) (1570 938)
Other revenues (28) 250 946 111 784 Deposits received from receivables 50 241 51281 L o .
Operating Expenses Payments by minority for capital increase in
Impairment loss on investments available for sale (3717) (1637) Cash paid to suppliers (663 380) (203 830) subsidiary companies 12 904 3256
Interconnection fees 2 1 &) il 247 Uk Gain on sale on investments available for sale 4494 37 626 Cash paid to employees (1 039 759) (1 018 539) Proceeds from long - term bonds issued - 2000 000
Fuel 69 881 62301 Gain on held for trading investments 8146 = Cash paid on behalf of employees (318 041) (291 892) Proceeds from long - term loans 4525 000 29 531
Spare parts 89913 82 487 Loss on sale of fixed assets (9443) (24 760) Dividends paid to shareholders & employees (1 089 897) (723 507) Repayment of banks credit accounts (403 665) (1049 193)
Maintenance 173233 125 297 Foreign exchange ( loss) gain (123 734) 332 235 Net cash from operating activities 5068 107 5425 945 Payment of financial lease obligations (44 254) (28 905)
Satellite subscriptions 24 308 29 012 Release of unused provision 17 226 131 260 490 Increase in long-term obligations (759) (1 250)
Depreciation - operating @ 2685502 2514777 Reversal of write-down of inventory - 2711 Interest paid (326 522) (404 916) Net cash provided by (used in) financing activities 2572235 (1 246 822)
e ® Y E2 28133 617 851 750 332 Payments to corporate Tax Authority (577 374) (349 548)
Cost of telephone sets & directories sold 80018 145 820 Net profit for the year before tax & minority interest 2897825 2532853 Payments to Sales Tax Authority (607 510) (689 071) Net Increase (Decrease) in cash and cash
] equivalents during the year 112 064 506 093
Other operating costs (25) 1251 400 1191575 Less: Other proceeds / (payments) (nef) 23 888 (351 616) q g they ( ) ( )
Translation difference adjustments 65 5
5763927 5426 434 Current tax expense 413 299 371 552 Net cash provided by operating activities 3580 589 3630 794 I I - - —
Gross Operating Profit 3724 486 3121280 Deferred tax expense 54 752 61272 Cash and cash equivalents at the beginning of the year ~ (32) 598 472 1104 560
. L Cash flows from investing activities Cash and cash equivalents at the end of the year ~ (32) 486 473 598 472
Adminstrative Expenses Net profit before minority interest 2429774 2100 029
. Payment for purchase of property, plant & equipment, . . ) .
Less: . ) . i The accompanying notes from No.(1) to No. (39) form an integral part of these financial statements.
General & administrative expenses 26) 1006 130 962 238 o projects in progress & intangible assets (1 936 707) (2 485 621) panying @ (39) niegral p nanct
Minority interest 2897 2754 .
Selling & distribution expenses (27) 272 649 236 043 . " — Proceeds from sale of property plant & equipment 2 290 16 870
Net profit for the year after tax & minority interest 2 426 877 2 097 275 .
Impairment loss on other assets ) 3848 17 006 - Payments for purchase of investments (4 859 018) (670 311)
Earnings per share (LE/Share) (31) 1.34 117 .
Provisions 17 617 50 235 Proceeds from sale of investments 138 749 88 294
Impairment loss on trade and other receivables & inventory (18) 161 268 73 237 The accompanying notes from No. (1) to No. (39) form an integral part of these financial statements. Interest received 44 693 20 307
1444512 1338 759 Dividends received 345 105 140 396
Net Operating Profit 2279 974 1782521 Net cash used in investing activities (6 264 888) (2 890 065)
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Consolidated Statement of Changes in Equity

For The Financial Year Ended December 31, 2006

Paid up
capital

LE (000)

Other
reserves

LE (000)

Fair value

reserve

LE (000)

Retained
earnings

LE (000)

Translation
difference
adjustments

LE (000)

Net
profit

LE (000)

Total equity
attributable to
equity holders of
the parent
LE (000)

Minority
interest

LE (000)

Total
equity

LE (000)

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

1- BACKGROUND

- Establishment of the company

Arab Republic of Egypt National Telecommunication Organization (ARENTO) was established pursuant

3- SIGNIFICANT ACCOUNTING POLICIES APPLIED

3-1 Basis of preparing the consolidated financial statements

3-1-1 The financial statements are prepared under the historical cost basis and in accordance with the

Balance as of 31/12/2004 17 112 149 322347 4308 086 16 819 413 705 1025 167 23198 239 17 940 23216 179 )
) ) ) to Law No.153 of 1980. Effective from 27/3/1998 and pursuant to law No.19 of 1998, the legal form of Egyptian Accounting Standards and in the light of the provisions of applicable Egyptian laws and regulations.
Adjustments to retained earnings - - - - (11742) - - (11742) - (11742) (ARENTO) was amended after the revaluation of its assets on 26/3/1998 to become an Egyptian Joint
Minority interest's share in capital increase _ _ _ _ _ _ _ _ 2 661 2661 ftocl:\lcng;n); lir;(;ir thz rl:amg olf'\';elelc(:orT Egnpt (;Zm$ir;); (2T E) subject to the provisions of the Company 3-1-2 Consolidation basis
Transferred to reserves - 51390 410 014 - - - (461 404) - - - aw o. 0 and Capital Market faw No. 95 o ) - Consolidated financial statements were prepared by combining similar items of assets, liabilities, equity,
Dividends for the year 2004 = = = = (25901) — (548 312) (574 213) ( 834) (575 047) - Purpose of the company revenues and expenses stated in the financial statements of the parent company and its subsidiaries.
Adjustments to revaluation surplus The main purpose of the company includes: - The carrying amount of the parent company’s investment in each subsidiary and the parent company’s
of sold investments — — - (10 005) 10 005 - - — - - - Establishing and operating telecommunications networks. portion in the equity of each subsidiary are eliminated.
Reducing of other reserves against decrease the land & other assets - Providing telecommunications services. - Allinter-group balances and transactions, and any material unrealized gains arising are eliminated.
according to the Extra-ordinary General Assembly resolution on 21/9/2005 = = (1723 339) = - = = (1723 339) _ (1723 339) - Operating and maintaining the networks, equipment and machinery necessary to provide the services. - Minority interests in the net equity and net profits of subsidiaries controlled by the parent company was
Reducing the share capital according to the Extra-ordinary General - Executing projects necessary to accomplish its purposes. included in a separate item in the equity caption in the consolidated balance sheet, and it was calculated
Assembly resolution on 21/9/2005 (41433) - 41433 - - - - - - - - Cooperating with international companies and organizations to connect the Arab Republic of Egypt with at the equivalent of the carrying amounts of their portion in the net assets of subsidiaries on the
Transferred from minority interest due to the change in capital the world. consolidated balance sheet date.
shareholding percentage - 29 - - 455 - - 484 ( 484) -
Transferred to retained earnings _ _ _ _ 15 504 ( 53) (15 451) _ _ _ By virtue of the approval of the company’s Extra-Ordinary General Assembly held on 6/12/2005, the 3-2 Foreign currency translation
Translation difference adjustments - _ - - 9 9 _ 18 (6) 12 folIowpg éCt'V't'e_s were aqded {o its objectives: “real estat.e |nv§stment for s«.sr\./lng |t.s purposes, e.md The company and some of its subsidiaries maintain its books of accounts in Egyptian Pound. Transactions
] executing ts projects and in order for the company to achieve its purposes, it is entitled to establish or denominated in foreign currencies are recorded at the declared exchange rates at the date of transactions
et profitfor he year 2005 = = - - = = 2097 275 2087 275 275 2100029 participate in establishing new companies or existing companies operating in the same, complementary At the consolidated financial position date, monetary assets and liabilities denominated in foreign currencies.
Balance as of 31/12/2005 17070 716 373766 3036 194 6814 402 035 (78) 2097 275 22986 722 22031 23008 753 or related activities. Annotation to this effect was made in the commercial registry on 16/1/2006. P ' v ) ] . 9 o
are retranslated at the exchange rates declared by the banks dealing with the company and its subsidiaries.
Adjustments to retained earnings - - - - (2 605) - - (2 605) ( 225) (2830) . ) ) .
The exchange differences are recorded in the consolidated income statement for the year.
Minority interest's share in capital increase of subsidiary company = - = = - - = - 12 904 12 904 2- SCOPE OF THE CONSOLIDATED FINANCIAL STATEMENTS
Transferred from minority interest due to the change in capital The consolidated financial statements include the parent company and subsidiaries under its control as 3-3 Financial statements translation for foreign operations
shareholding percentage - 45 - - 47 - - 524 ( 524) - it holds more than 50% of their capitals. TE Data Jordan, wholly owned by TE Data Egypt — a subsidiary company — keeps its accounting records
Vs el Lo Uzsianes - B0 650000 - - - (743/064) - - - The following listing of subsidiaries is included in the consolidated financial statements: in Jordanian Dinar and Xceed Middle East FZ-LLC (Dubai), Wholly owned by The Egyptian Telecommunication
Dividends for the year 2005 - - - - (1394) - (951 576) (952 970) (2 246) (955 216) Company for Information Systems (Xceed) — a subsidiary company — keeps its accounting records in
Increase in other reserves by the adjustments made in the land caption = - 104 629 - - - - 104 629 - 104 629 percentages share % AED. Assets and liabilities are translated to Egyptian Pound at the foreign exchange rate in effect at the
Transferred to retained earnings _ _ _ _ 402 639 ( 4) (402 635) _ _ _ TE Data — SAE. 95.04 % date of the balance sheet date. Revenues and expenses are translated to Egyptian Pound at rates
Translation diff diustment 68 ( 103) ( 35) 7 ( 31) approximating to the foreign exchange rate ruling at the date of transactions. The share of the parent
ranslation difference adjustments — - — - - i icati
! TlgfoFggﬁg:ns-rz&crg?(rys:g;“og ioEmpany for 97.66 % company in cumulative translation adjustments is recorded in a separate item under the caption of equity
i — _ —_ - 9.A. . (]
Net profit for the year - - - 2426 877 2426877 2895 2429772 . Y ' o in the consolidated balance sheet.
Balance as of 31/12/2006 17070716 466 875 3790823 801 222 2426 877 24563 142 24597 981 Middle East Radio Communication ( MERC) - S.A.E. 51.00 %
Centra Technologies — S.A.E. 58.76 %

The accompanying notes from No. (1) to No. (39) form an integral part of these financial statements.
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3-4 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: -

Buildings & constructions 10 - 50
Machinery & equipment 5-20
Means of transportation 5-10
Tools and supplies 1-8
Office furniture, fixtures and Information systems devices 3-16.67
Decoration & fixtures 5
Fixtures on the Trunk Radio Network 8

3-5 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.

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 investments is acquired and held with a view to its subsequent disposal in 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

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

- The listed investments in the stock exchange are re-measured at the end of each financial period at fair
value (market value). Gain or loss arising from a change in the fair value shall be included in the income

statement.

- Investments that are not listed in the stock exchange are re-measured at cost or computed value,
calculated in the light of an objective study of the company’s recently approved financial statements by

the companies issuing such notes. Any losses resulting from the decline in the market value or computed
value of the investments compared with the cost are charged to the income statement for the year.

34 -35

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

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 included in the income statement.

3-9 Other assets and amortization
Other assets are non monetary assets that can be reliably estimated and from which future economic
benefits are expected to flow to the company and are represented in:-
- Right of way, right of using of international circuits services and cables.
- Internet services license — TE Data.

These intangible assets are stated at cost less accumulated amortization and impairment losses and are
amortized over (10-20) years provided that their useful lives should be within the term of concession and
usufruct rights.

3-10 Inventory
Inventory is valued at the balance sheet date at the lower of cost or net realizable value. Cost is determined
using the weighted average method.
- Work in progress is valued at cost at the latest production process reached.
- Finished goods are valued at the manufacturing cost or net selling value.

3-11 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.

3-12 Impairment of assets
The carrying amounts of the Company’s assets, other than inventory, note No.(3-10) and deferred tax
assets note No.(3-23) are reviewed at each consolidated balance sheet date to determine whether there
is any indication of impairment. If any such indication exists, the necessary studies are prepared to estimate
the asset’s prospective recoverable amount.

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.

3-13 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 settle the obligation, and
the obligation can be reasonably estimated. Provisions are reviewed at the consolidated balance sheet
date and amended when necessary to reflect the best current estimate.

3-14 Borrowing cost
The borrowing costs are recognized in the income statement as an expense as incurred.

3-15 Grants
Grants are recorded as deferred revenues and should be recognized as income over the periods necessary
to match them with the related costs, on a systemic basis.

3-16 Trading Creditors & Other Payables

Trading creditors and other payables are stated at the nominal value, also liabilities (payables) are stated
at the value which will be paid in the future and this is against received goods and services.

3-17 Revenue recognition
- Revenues from sales of services are recognized when services are rendered to the customers.
- Revenues from telephone sets & directories sales are recognized when goods are delivered to customers
and invoices are issued.

3-18 Expenses
All operating expenses recorded including general & administraive expenses are recognized in the income
statement in the financial period when incurred.

3-19 End of service indemnity
The company contributes to Social Insurance Authority for the benefit of its personnel in pursuance to
the Social Insurance Authority law No. 79 of 1975 and its amendments. These contributions are recorded
in the "Wages and Salaries account" in addition to the early retirement scheme applied from 1/9/2001
(Note No. 29).

3-20 Capital lease agreements
The accrued lease payments, repair and maintenance expenses of leased assets under the capital leasing
agreements are recognized as an expense in the income statement for the year. At the end of the lease
agreement if the company exercised its rights to purchase the leased assets. These assets are recorded
as fixed assets and their costs are determined at the amount of the purchase bargain option stated in
the lease agreement and depreciated over the remaining estimated useful lives.

3-21 Accounting estimates
The preparation of the financial statements according to the Egyptian Accounting Standards require that
the management use estimates and assumptions that affect the values of the assets and liabilities and
the revenues and expenses during the financial periods and years. The actual results may be different
from those estimates.

3-22 Reserves
- Legal Reserve
According to the company’s Article of Associations, 5% of the net profit is set aside to form a legal reserve.
The transfer to legal reserve cease once the reserve reach 50% of the company’s paid in capital, however,
if the reserve falls below the defined level (50% of the company’s paid in capital), then the company is
required to resume setting aside 5% of the net profit.

- Fair Value Reserve
When re-measured investments are sold the Fair Value reserve related is transferred to retained earnings.

3-23 Income tax
Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognized
in the income statement except to the extent that it relates to items recognized directly in equity, in which
case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at
the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The amount of deferred tax provided is measured using tax rates enacted
or substantively enacted at the balance sheet date.

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

3-24 Transactions with related parties
Transactions with related parties that are undertaken by the company in the course of its ordinary
transactions are recorded according to the conditions laid down by the company’s management on the
same bases of dealing with third party.

3-25 Cash flow statement

Cash flow statement is prepared according to the direct method. Cash & cash equivalents comprise cash
balances, time deposits which do not exceed three monthes and bank overdrafts that are repayable on
demand and form an integral part of the company’s cash management and they are included as a
component of cash equivalents for the purpose of the statement of cash flows.



4- FIXED ASSETS (net)

5- PROJECTS IN PROGRESS

31/12/2006 31/12/2005
LE (000) LE (000)

6- LONG TERM INVESTMENTS

31/12/2006 31/12/2005

Land Buildings Machinery Means Tools Office Decoration Fixtures on Total Tel Eqypt - P ;
& & of & furniture & trunk radio elecom Egypt - Faren LE (000) LE (000)
constructions equipment transportation supplies & fixtures fixtures network Land 4876 6528 6-1 Investments in affiliates
LE (000) LE (000) LE (000) LE (000) LE (000) LE (000) LE (000) (M= (0] LE (000)
Cost Buildings and constructions 194 725 124 819 Vodafone Egypt * 44.66 6 507 462 25.50 1525 465
i i 442 967 i i . .
Balance as at 1/1/2006 2336291 16541 885 16 643 199 101 286 60 752 735972 449 - 36 410 834 Machinery and equipment 448265 Nile On Line (NOL) 2.2 12830 21.21 12688
i 387 Wat: for Tel icati 50.00 125 50.00 125
Adjustment to the opening balance B B (18 094) _ B ( 82) B _ (18 176) Means of transportation 301 ataneya for Telecommunication
i Consortium Algerien de Tele —
Additions for the year 112 023 529 094 1270539 1843 2502 189 765 617 151 2106 534 Tools and supplies 62 115 o ato oAy 2300 _ 33,00 133
. Office furniture and fixtures 16 580 39441 ' ’
Disposals for the year (4 455) - (7 464) (2439 (6959) (1581) ( 129) - (23027) T ———
Reclassification _ (9 146) _ _ _ (2 655) 11 801 _ _ ARUEES [FETETS 330573 CESEEE) Consortium Limited. (TCL) 50.00 54 50.00 54
Translation differences _ _ (17) _ _ ( 18) (4 _ ( 39) Letters of credt 3887 29312 Egypt Trust 25.00 2 500 25.00 1000
Balance as at 31/12/2006 2 443 859 17 061 833 17 888 163 100 690 921 401 38 485 126 999 269 1139092 6522 971 1539 465
TE Data — a subsidiary company * Market value of investments in Vodafone Egypt according to the Egyptian Stock Exchange prices on
Depreciation & Impairment fand 1300 _ December 31, 2006 amounts to L.E 10 147 852 K.
Accumulated depreciation as at 1/1/2006 - 5553 416 8648516 79 297 33523 271 368 125 = 14 586 245 Buildings and constructions 152 _
Adjustments to the opening balance _ _ ( 499) B _ ( 329) _ B ( 828) Advance payments 0867 g ** Investment in Consortium Algerien de Telecommunications (CAT) is shown a Nil balance as the company
realised a net loss exceeds the carrying amount of this investment.
Depreciation for the year - 934 875 1736 326 10235 4698 152 599 2471 5 2841 209 : % ¥ing amou 1S inv
Accumulated depreciation of disposal - - (5 244) (1623) (6958) (1384) ( 80) - (15 289) TE Information Technology — a subsidiary company
Reclassification — ( 229) _ _ _ ( 664) 893 _ _ Advance payments 325 - 6-2 Available for sale investments
31/12/2006 31/12/2005
Translation differences - - (3 - - (2 (1 - (6) LE (000) LE (000)

Balance of accumulated depreciation as at 31/12/2006 6 488 062 10 379 096 421 588 17 411 331 Participations in foreign Satellite companies & organizations 26 683 25 245

Carrying amounts as at 31/12/2006 2 443 859 10573 771 7 509 067 499 813 21073 795
Carrying amounts as at 31/12/2005 2336 291 10 988 469 7 994 683 464 604 21 833 589

Investments in other local companies 64 655 69 952

91 338 95 197

- Cost of fixed assets included an amount of LE 1 563 million relating to fully depreciated assets still in use.
- Additions of land for the year include an amounted LE 109 084 K represents cost of two pieces of land in the satellite station in Al-Maadi registered under the company's name and not included in the company's assets evaluation schedules for
year 1998. This amount has been added to the reserves in the company's shareholders equity.

Depreciation for the year are charged as follows:- LE (000)
Operating expenses 2685502
General & administrative expenses 154 869
Selling & distribution expenses 838

2 841 209

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
: _ 010913 1146 797
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
|
I
I
|



Investment In Vodafone — Egypt

- The investments in Vodafone Egypt as of 31/12/2006 represent the ownership of 107 180 529 shares
representing 44.66% of Vodafone Egypt shares.

- During the 4th quarter of 2006 the company purchased 45 980 529 shares of Vodafone Egypt shares. The
purchase of these shares was financed by a syndicate loan granted from local banks with an amount of L.E
4525 000 K, the loan balance as of 31/12/2006 amounted to L.E. 3 495 000 K (Note No.14) while the
remaining part of financing the purchase operation of these shares was made from the company’s own
resources.

- On November 8, 2006 a new strategic co-operation agreement was signed between Vodafone- Egypt
Company and Telecom Egypt Company by virtue of which the company shall enjoy a prolongation of the
term of the agreement between the two companies, and shall continue to provide international telecommunication
services.
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7- LONG-TERM OTHER RECEIVABLES
These balances are represented in the following:
31/12/2006 31/12/2005
LE (000) LE (000)

_ The amounts due from National-Telecommunication Regulatory
Authority for the license fees paid to the said Authority for the third
operator after waiver of this license by the third operator after

warier of this license (Note No. 30). 1080 000 1 600 000
Less:

_ The current portion to be collected during next year recorded under
“debtors and other debit accounts” (Note No. 11). 520 000 520 000

560 000 1080 000

_ The interests balances for the period from 1/4/2005 till the balance
sheet date, that shall be settled by (NTRA) for the license’s charges
paid to (NTRA) for the third mobile phone network as a part of the
last installment which is payable on 31/3/2009 (Note No. 30). 210 000 90 000

_ Payments made on behalf of consortium Algerian de
Telecommunication to finance the license concession and finance
the operating expenses of consortium company in Algeria. 366 892 221585

_ Amounts due from the employees in consideration of the company’s
shares floated in public offering and purchased and distributed by
the company to its employees. The value of these purchased
shares shall be paid by employees over 24 months starting from

1/1/2006. 94 490 201 987
Less:
The current portion to be collected during next year which was
recorded under “debtors and other debit accounts” (Note No. 11). 94 490 106 799
= 95 188
_ Due from Loyalty Fund Grant (Note No. 29) 26 128 33078
Less:
The current portion to be collected during next year from Loyalty
Fund Grant (Note No.11) 6724 6 950
19 404 26 128
1156 296 1512901

8- OTHER ASSETS (net)

Right of Right of Right of Usufruct for
way way EV land occupied
(BRITAR) (ALITAR) (RELKEL]G)] by TE
LE (000) LE (000) LE (000) LE (000)
Cost
Cost as at 1/1/2006 1720 48 755 95 910 1

Adjustment to the opening balance - - - _
Additions for the year - - — _

Disposals for the year - - - _

Translation differences - — - —
Balance as at 31/12/2006

Accumulated amortization & impairment losses

Balance as at 1/1/2006 731 21352 60 362 -
Adjustment to the opening balance - - - -
Amortization during the year 172 2438 9 606 -

Accumulated disposals amortization - - - _
Impairment on other assests - - - —
Translation differences - - - -
Balance as at 31/12/2006

Carrying amounts as at 31/12/2006

Carrying amounts as at 31/12/2005

Right of
way (SMW)

(K=Y (e[o]0)]

131 566
( 100)
86 700
(42 024)

176 142

95 708
(135)
22933
(35 634)

Right of
using (ROU)

LE (000)

105 462

22109

5 360

3848

Internet
license

LE (000)

Total

LE (000)

347 047
( 100)
143 256
(42 024)
(4

448 175

220 278
(35)
40529
(35 634)
3848
(1

228 985
219 190
126 769



9- INVENTORY

Spare parts

Materials supplies

Computers & Pc’s components
Others — project cables and supplies
Finished goods

Telephone sets and directories

Consignment goods

Add:

Letters of credit

10- TRADE & NOTES RECEIVABLE

31/12/2006 31/12/2005
LE (000) LE (000)

Note 31/12/2006 31/12/2005
No. LE (000) LE (000)

347 881 294 679
2783515 2529 850

755 004 902 257

3886 400 3726786

(18) 889 501 1168 062
2 996 809 2558 724

1000 949

2997 809 2559 673

184 035 158 774 Governmental sector
1116 356 Private sector
9199 7838 Foreign telecommunication companies and organizations
311 627 277 737
4 446 149 Less:
39216 42 154 Impairment loss on trade receivables
552 878
550 191 487 886 Notes receivable
47 737 6 890

597 928 494 776
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11- OTHER RECEIVABLES

Note 31/12/2006 31/12/2005
No. LE (000) LE (000)

Suppliers — debit balances 90 961 56 716
Deposits with others 7667 6 957
Employees’ loans 1128 1335
Customs Authority - deposits 3043 3047
Accrued revenues 2932 8 665
Tax Authority- withholding tax 75752 110 089
Sales Tax Authority - advances 378 115 196 656
Employees loyalty grant (7) 6724 6 950
Other debit accounts* 1370 367 1924873

1936 689 2315288
Less:

Impairment loss on other receivables (18) 281 394 154 553

1655 295 2160 735

*Other debit accounts include the following
amounts: -

- The current portion to be collected within one year
from the National Telecommunication Regulatory
Authority for the license fees of Wataneya for
Telecommunication. (7) 520 000 520 000

- The current portion to be collected during next year
for the balances due from the employees for the
company'’s shares distributed to them and paid by
the company. (7) 94 490 106 799

- Payments on the account of corporate tax. 285 996 1 002 089

900 486 1628 888

12- INVESTMENTS HELD FOR TRADING

Held for trading investments amounted to LE 123 090 K represented in the following:

TE Data a Subsidiary Company

Value of 1 043 817 unit of Commercial International
Bank Investment Fund— Osoul Fund with price LE
116.91 for each unit at balance sheet date.

TE Information Technology — a Subsidiary Company

Value of 9 067 unit of Commercial International Bank
Investment Fund — Osoul Fund with price LE 116.61
for each unit at balance sheet date.

31/12/2006
LE (000)

122 033

1057

123 090

13- CASH ON HAND AND AT BANKS

31/12/2006 31/12/2005
LE (000) LE (000)

Banks- time deposits 491 798
Banks- current accounts 78 346
Cash on hand 18 701

668 147
66 858
33011

588 845 768 016

Time deposits at 31/12/2006 include the following:-

- An amount of LE 24 610 K blocked in favor of some banks as a guarantee for the letters of credit and letters of

guarantee granted to the company (against LE 11 070 K at 31/12/2005).



14- LOANS AND FACILITIES 15- SUPPLIERS & NOTES PAYABLE 16-2 Creditors and other credit accounts (long-term)

31/12/2006 31/12/2005 Creditors and other long-term accounts represent:-
LE (000) LE (000) 31/12/2006 31/12/2005
No.

Loan Long term loan Long term loan Balance as of Balance as of Annual LE (000) LE (000)
Currency installments due installments due 31/12/2006 31/12/2005 Interest Suppliers - local 145 837 93 127 Telecom Egypt — parent company
Description within one year within more than Rate Repayment schedule ) )
one year Suppliers - foreign 33408 7504 Tax payment due after one year (16-1) 54 704 54 704
LE (000) LE (000) LE (000) LE (000) @ Notes payable 2473 3137 Telecom Egypt- parent company share in Consortium

Telecom Egypt - the parent

181 718 103 768 Algerien de Telecommunications loss 108 356 -

Local banks loans L.E. 8919 - 8919 21500 Caibor + 2.55 % Semi-annual installments ending on 24/9/2007 TE Information Technology — a subsidiary Company

Local banks loans (Vodafone loan Note No.6) L.E. 543 000 2952 000 3495 000 _ Average rate of deposits Unequal semi-annual installments ending on 31/3/2011
& loans (Corridor) +1%

The additional retirement compensations due to the
company’s employees 2912 1755

165 972 56 459

16- CREDITORS AND OTHER CREDIT ACCOUNTS

Total local loans Bl il 2852 Sy 21 16-1 Creditors and other credit accounts (current)
Governmental Loans L.E. - - — 22 8% 31/12/2006 31/12/2005
Governmental Loans U.s.$ 89 977 651 013 740 990 796 957 4% Semi annual / annual installments ending on 24/1/2014 No. LE (000) LE (000)
Governmental Loans SK 1476 — 1476 3341 0.15% + Semi annual installments ending on 31/12/2007 Tax Authority 151 768 80 566 17- PROVISIONS
agency commission Deposits from others 661 859 605 848 Bg'sag?e &Z@rr?::nig dUSr9nd 0$e'r‘fa:§ . Bg'sagfce
Governmental Loans EURO 6958 22913 29871 33507 4-6.37% Semi annual installments ending on 29/12/2012 e ——— 08 T 0 5 1172005 B statement | the )',egr pmf,i e
Vel CoMEEEY [HRES Sfe) ALl B781926 I EEY E351820] Accrued interest 113155 73931 Provision for continigent LRl LELCoD) LEI0S) EELItD) LEIGE)
Foreign loans J.Y 24 093 53 312 77 405 102 777 3-3.5% Semi annual installments ending on 20/3/2012 Accrued expenses 187 864 216 128 liabilities, claims and others
Foreign loans EURO 150 060 822 999 973 059 1001 610 0.75-8.2% Semi annual installments ending on 30/6/2036 Social Insurance Authority 16 880 18 987 Tax provision 1115598 617 (527 656) (215 471) 373 088
Foreign loans L.D _ _ — 10 171 3.5% T — 297 924 215 372 Claims provision 140 055 - (21 254) (10 660) 108 141
Credit balance for social, cultural and sportive activities 140 114 119 214
Foreign suppliers' facilities - local L.E. - - - 427 3% Deferred revenues* 313279 266 254
Foreign suppliers’ facilities - foreign EURO 25821 3202 29023 144 104 3.18 - 5.50% Annual installments ending on 1/12/2008 Other credit accounts 391 426 363 275
Foreign suppliers® facilities - foreign JY 40 347 = 40 347 96 892 2.75% Semi annual installments ending on 14/12/2007 e —— 23 239 260 720 18- IMPAIRMENT LOSS OF ASSETS
Total foreign suppliers’ facilities 66 168 3202 69 370 241 423 Current income tax for the year 413299 371334 Balance [ Charged to Used Reverse of Balance
as of the income during impairment as of
SS065¢ 2805450 SSS0 050 22tis0s 0B 03 2 ekl 2t 112006 [l statement J| theyear [iossofassets [l 31/12/2006
Less: LE (000) LE (000) LE (000) LE (000) LE (000)
- Foreign suppliers' facilities in Euro include LE 3 800 K equivalent to Euro 503 K against letters of guarantee issued by National Bank of Egypt in favour of Siemens as a guarantee for this facility settlement. g t ( )
Tax payments due after one year 16-2 54 704 54 704 ; _
- The available unused balance of Foreign Loans and Facilities at 31/12/2006 amounting to L.E. 26 868 K. On trade receivables 1168 062 33282 (311 753) 889 591
2995 391 2926 577 On other receivables 154 553 126 860 ( 19) = 281 394
* The deferred revenues amounting to 313 279 K at December 31, 2006 represents the grants presented by the Write-down in inventory
USAID to finance some of the company’s projects, as well as the grants presented by the projects management (Obsolete & slow moving items) 17 040
of Marine Cables for the construction of a building in Alexandria and the right of way for marine cables after 1339 655 161 268 (19 (311 753) 1189151

deducting the accumulated amortization at December 31, 2006.

* Write-down in inventory balances is netted against their related type of inventory balances.
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19- CAPITAL

The company’s authorized, issued and paid in full capital is LE 17 112 149 K, represented in 171 121 490
shares at a par value of LE 100 each. All shares are fully owned by the Egyptian government.

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

- Decrease of issued capital by a net amount of LE 41 433 K representing the value of lands transferred
to Ministry of Communication & Information Technology by LE 71 250 K and the value of land reverted
to for TE as a result of the amendment of the total land area near the satellite station in Maadi amounting
to LE 29 817 K.

- Decrease of the par value per share from LE 100 to LE 10.
Accordingly, the company’s issued and fully paid capital has become LE 17 070 716 K represented in
1707 071 600 shares at a par value of LE 10 each and annotation was made to this effect in the Commercial

Register on 24/11/2005.

Thus, Egyptian Government owned 80% after floating 20% of company’s shares in public offering in December
2005.

20- RESERVES

31/12/2006 31/12/2005
LE (000) LE (000)

Legal reserve 466 875 373 766
Revaluation reserve of available for sale investments 6814 6814
General reserve 3772713 3018 084
Capital reserve 18 110 18 110

4264512 3416 774

General reserve amounted to LE 3 772 713 K at 31/12/2006 representing the dividends transferred to the general
reserve for years 99/2000 till 2005 after deducting LE 1 618 710 K which represent the adjustments on the land
during year 2005 & 2006.
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21- BONDS LOAN

In February 2005, the Company issued 20 million nominal marketable bonds not convertible into shares at
a par value of L.E. 100 each for period of (5) years. These bonds were offered for public subscription and
issued in two tranches as follows:
1- The first tranche shall be 50% of the bonds at a fixed annual interest equal 10.95%to be paid quarterly.
2- The second tranche shall be the other 50% of the bonds at a variable annual interest equal 0.7% plus
the discount rate of the Central Bank of Egypt to be paid quarterly.

The purpose of issuing these bonds is partial settlement of long-term loans and bank overdraft accounts in
local currency.

The bonds installments due during 2007 amounted LE 400 million has been classified in the balance sheet
as current liabilities.

22- DEFERRED TAX
Deferred Tax Assets and Liabilities

31/12/20 31/12/2005
LE (0 LE (0 LE (000) LE (000)

Fixed assets - (232 031) - (169 916)
Other assets - (7 564) - (486)
Inventory 3616 - 3391 -
Trade and other receivables 33701 - 25793 -
Provisions 58 318 - 50 101 -
Accrued liabilities 27781 - 29 845 -
Total deferred tax assets (liability) 123 416 (239 595) 109 130 (170 402)
Net deferred tax liability - 116 179 - 61272

23- SALES OF SERVICES

2006 2005
LE (000) LE (000)

Retail Services:

Connections 183 230 350 834
Subscriptions 1596 111 1315314
Total 1779 341 1666 148
Voice:
Local 1969 324 1591518
Long distance 382 408 413 806
Fixed to international 371 000 405 685
Fixed to mobile international 1042511 1049 454
Total 3765 243 3460 463
Internet & Data 184 408 133 515
Others 849 522 828 547
Total 1033930 962 062
Total Retial 6578 514 6088 673
Wholesale:
Domestic:
Mobile to fixed interconnection 236 321 208 368
Others 236 277 149 960
International
Mobile to international 800 698 648 371
Incoming international call 1548 325 1284 333

2 349 023 1932 704
Total wholesale 2821621 2291032

Total revenues f sales of services 9400 135 8 379 705

* Comparative figures of sales of services were reclassified to confirm with the current year classification.

24- INTERCONNECTION FEES

2006 2005
LE (000) (K=Y (e[o[0)]

Fixed to mobile interconnection fees 887 711 779 851
Fixed calls for internet & audio text companies fees 164 706 190 004
Dues against outgoing international calls 296 289 276 454
Dues against outgoing international telegram & telex 437 723

1349143 1247 032

25- OTHER OPERATING COSTS

2006 2005
LE (000) LE (000)

Salaries 751 731 751 639
Compulsory social security contributions 104 644 104 210
Employees’ vacations 214 88 239
Electricity & water 10776 11 825
Stationary & printed materials 53 887 67 462
Transportation cost 15013 17 960
Business telephone cost 41 522 25 455
Rent 4230 3407
Frequencies & license charge (NTRA) 165 460 44 753
Others 103 923 76 625

1251 400 1191575



26- GENERAL & ADMINISTRATIVE EXPENSES 28- OTHER REVENUES / (EXPENSES) 30- WAIVER OF THE LICENSE OF THE THIRD MOBILE OPERATOR 31- EARNING PER SHARE FOR THE PERIOD
2006 2005 2006 2005 2006 2005
LE (000) LE (000) LE (000) LE (000) - The company obtained a license to establish the third mobile phone operator against an amount of LE
Salaries 55 i SEE T Donations (9 804) (7 268) 1 975 million paid 'to the National Telecommunication Begulatory. Au.thor'lty (l'\lTR,.A)..However, due to e T T e 2426 877 T I
the current recession in the market, the company decided to waive its right in this license and recover
Compulsory social security contributions 36 267 35908 Sundry revenues* 284 245 181 247 the license fees paid to (NTRA). Less:
End of service compensation-Early retirement program 3889 8 607 Prior years' income / (expenses) (23 495) (62 195) Employees’ profit share (LE 000) 132772 94 837
Employees’ vacations 227 49 979 250 946 111784 - Pursuant to the memorandum of understanding dated December 20, 2003 concluded between Telecom Board remuneration (LE 000) 3000 2500
it Egypt and both Vodafone Egypt Co. and Mobinil, the parties agreed that the two mobile operators
Depreciation 154 869 115103 * Sundry revenues for the year 2006 include the following: g)'ll)d 0 (NTRA) cash 'gytp" < in order t btp' o 9 band 1800 MHTZ pera I 2291105 1999938
wol ay to cash installments in order to obtain the frequency ban revious
Training 27 368 34 496 LE (000) uld pay to (NTRA) , i duency previously Less:
granted to Telecom Egypt and waived to the two mobile operators. , . . ,
Bad debts 843 245 - Accrued interest for year 2006 for the amounts paid to NTRA 120 000 The parent company’'s share in employees & Board of directors
share of subsidiaries dividends 2391 2 062
Tax and customs duty 101 265 76 291 - Deferred revenues amortization for year 2006 46 679 - On January 27, 2005 an agreement was made between Telecom Egypt and the National Telecommunication
Bank charges & commissions 22 297 11553 Regulatory Authority (NTRA) whereby the company committed itself not to apply for obtaining a license 2288714 1997 876
Adbvertising 35852 35 432 to build and operate a mobile phone network in Egypt using the (G.S.M) system with the frequency Average number of outstanding shares during the year 1707 071 600 1710075 492
Others 187 509 128 116 band of 1 800 MHTZ till November 30, 2007 against the commitment of (NTRA) to pay LE 1 975 million Earning per share for the year (LE / share) 1.34 1.17
29- EARLY RETIREMENT SCHEME

— previously paid by Telecom Egypt to (NTRA) — to Misr Banque according to the terms of the transfer
of right dated 22/12/2003, in addition to the payment of LE 480 million to the company after the
completion of the payment of LE 1 975 million and LE 25 million due to (NTRA).

1006 130 962 238 ) o ) )
- The company’s board of directors approved in its meeting dated May 9, 2001 an early retirement scheme

for its employees. The scheme was implemented during the twelve months ended 31/8/2002 (First
phase). The cost of these compensations is financed by a Bank loan granted to the company. The

32- STATEMENT OF CASH FLOW

- ) 4 _— ) 31/12/2006 31/12/2005
The restriction mentioned above does not prohibit or prejudice the right of the company to apply to LE (000) LE (000)

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
Salaries 111554 105 952 - The company’s board of directors approved in its meetings dated March 20, 2002 and December 30, | or after the restriction period.
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

27- SELLING & DISTRIBUTION EXPENSES principal loan will be repaid from employees’ Loyalty Fund and the interest will be charged to the company
2006 2005 i NTRA,) for obtaining a license to provide mobile telecommunication services of the third generation

LE (000) LE (000) as expenses when incurred. ( ) g P ) . ) ) 9 ) Cash and cash equivalents (as per balance sheet) 588 845 768 016

(G3) or any other higher or equal mobile telecommunication services or infra-structure whether during

Less:

Compulsory social security contributions 14 315 13748 2002 to finance an amount of LE 65 000 K and LE 35 000 K respectively for the employees’ Loyalty Banks overdraft 77762 158 474
Employees’ vacations 55 11 662 Fund to facilitate financing the retired employees’ compensations (the second and third phases), provided - On April 2005, February 2006 the first and the second installment due from the National Telecommunication Blocked time deposits 24 610 11 070
Depreciation 838 1117 that these amounts should be refunded from employees Loyalty Fund upon their legal early retirements. Regulatory Authority (NTRA) amounting to LE 375 million & 520 million were collected and the balance Cash and cash equivalents (as per statement of cash flows) 486 473 598 472

The amount of LE 73 872 K was refunded as of December 31, 2006 due from the National Telecommunication Regulatory Authority (NTRA) amounted to LE 1 080 million

Vit i dly 322 423k plus the amount of LE 480 million and the remaining amounts will be collected on three equal annual

Others 142 593 99 326 - On January 15, 2004 the employees’ Loyalty Fund was registered in the Register of the Egyptian Private installments amounting to LE 520 million each. The last installment shall fall due on March 31, 2009.

272 649 236 043 Social Insurance Funds and the grant accounts was transferred to the account of Loyalty Fund which

will pay these balances to the company on the dates of the legal early retirement of the employees. - On February 2007, part of the third installment due from the National Telecommunication Regulatory

Authority (NTRA) amounting to LE 320 million was collected.
- The actual compensations charged to the income statement and paid to the early retired employees’
for the year amounted to LE 3 889 K, representing the amount due on the remaining period till the legal
age of retirement.

- The amounts to be refunded during a year (current portion) amounted to LE 6 724 K and the amount

to be refunded starting from January 2008 and up to the year 2011 (the long term portion) is
LE 19 404 K. (Note No. 7).
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33- CAPITAL COMMITMENTS

The company’s capital commitments for the unexecuted parts of contracts until December 31, 2006
amounted to LE 105 million (includes LE 13 million the uncalled installments of investees’ of share capital)
against LE 96 million at 31/12/2005 (includes LE 15 million the uncalled installments of investees’ of share
capital ). These commitments are expected to be settled in the following financial year except the uncalled
installments of investees’ share capital, which shall be settled when required by the Board of Directors
for those investees companies.

34- CONTINGENT LIABILITIES

In addition to the amounts included in the balance sheet, as of December 31, 2006 the company had the following

contingent liabilities:-
31/12/2006 31/12/2005
LE (000) LE (000)

- Letters of guarantee issued by banks on behalf of the company 52 207 8270
- Letters of credit 264 801 452 998
35- TAXATION

35-1 Corporate tax
Years till 26/3/1998
- This period covers all the years up till National Telecommunication Authority (NTA) has been transformed
into Telecom Egypt. Tax inspection was made, and all disputes were settled except for certain amounts
for which related provisions 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 31/12/2004 and the company was notified by Tax Forms

No. (18)&(19) corporate profit tax and it agreed on the taxable income and the differences were paid.

Financial year from 1/1/2005 till 31/12/2005
- Tax return was submitted on due dates according to tax law No. 91 for year 2005.
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35-2 Sales Tax

- Tax inspection was made till 31/12/2005 and all due taxes were settled.

35-3 Salary Tax
- Tax inspection and assessment were made till 31/12/2000 and all due tax were settled.

- Tax inspection for the period from 1/1/2001 till 31/12/2002 is currently being undertaken, and the
company formed a provision on an estimated basis to meet the liabilities that may result from tax
inspection.

35-4 Stamp tax

-Tax inspection for the period from 27/3/1998 to 31/12/2000 was made and the company objected on

the disputed itemes on the due dates and the related provisions were formed to meet the dispute tax
liabilities.

- Tax inspection for the period from 1/1/2001 till 31/12/2005 is currently being undertaken.

36- Related party transactions with affiliates

There are transactions between the Company and its affiliates. The most important transactions during the year and related balances on the balance sheet date are stated as follows:

Transaction volume

Del Credit
LE 000 LE 000
International leased lines - 846
Local leased lines 5823 5814

Amount of transactions
recorded in the Nature of transaction

during the year

income statement
LE 000

Debit balance included in account receivables
Nile On Line (NOL) -
Nile On Line (NOL) 5294

Fixed to mobile interconnection
488 407 and audio text fees due to affiliates 774 468 737 202

Vodafone Egypt

Intercoming and international calls,
transmission, lease of company
664 095 premises for affiliates

780 291 743 862

Debit balance included in other debit balances - long term

- Consortium Algerien de Telecommunications (CAT) Paid on behalf of subsidiary to

= finance operating expenses 148 436 3129
Debit balances included in debtors and other debit accounts
- International Telecommunication Consortium Limited (ITCL) - -
Credit balance included in creditors an other credit accounts
- Nile On Line (NOL) 4 865 Internet services 6 247 4 865

Balance as
31/12/2
Debit Credit
LE 000 LE 000

5354
9

36 952

42 315

366 892

1232

Balance as of
31/12/2005

Debit
LE 000

6 200

6 200

221585

Credit
LE 000

314

314



37- FINANCIAL INSTRUMENTS FAIR VALUE 38.3 Foreign currency risk

The foreign currency exchange risk represents the risk of fluctuation in exchange rates, which in turn
affects the company’s cash inflows and outflows as well as the value of its foreign currency assets and
liabilities. As of the date of the consolidated balance sheet the company has foreign currency assets and
liabilities equivalent to LE 1 562 772 K and LE 2 059 098 K respectively. The company’s net exposure in
foreign currencies at the financial position is as follows: -

The book value of other financial instruments represents a reasonable assessment of their fair value.
Foreign currencies Surplus/ (Deficit) (000)

The financial instruments are represented in the balance of cash on hand and at banks, debtors, creditors,
investments and loans. The fair value of the long-term loans cannot be determined as there is no market
for these loans since the majority of these loans are preferred loans granted by the government or
International Aid Organizations and Institutions.

Financial Statements

For The Financial Year Ended December 31, 2006

U.S. dollars 107 711
38- MANAGEMENT OF FINANCIAL RISK Euro (130 783)
38.1 Interest risk Sterling Pound 355
Interest rate risk is represented in the changes in the interest rate computed on the company’s debts such Japanese Yen (2 432 914)

as loans, bonds, bank overdrafts and credit facilities which amounted to LE 7 489 248 K as at December .
) o Swedish krona (15 724)

31, 2006. (compared to LE 4 788 843K as at December 31, 2005). Financing interests and expenses

Jordan Dinar 329

related to these balances amounted to LE 393 082 K during the year (compared to LE 381 388 K during
the previous year), while the balance of time deposits amounted to LE 491 798 K as at December 31, Emirate Dirham 134
2006 (compared to LE 668 147 K as at December 31, 2005), and the interest income on these deposits
amounted to LE 48 633 K during the year (LE 27 980 K during the previous year). In order to minimize
these risks, the company’s management currently seeks to obtain the best possible terms and conditions
from the banks as regards the balances of credit facilities, overdrafts and loans, also, it reviews the
prevailing interest rates declared by the banks on a regular basis, a matter which help mitigate the interest
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As disclosed in note (3-2) “Foreign Currency Translation” the company has used the exchange rates
declared by the banks that the company deals with to retranslate monetary assets and liabilities at the
financial position date.

39- COMPARATIVE FIGURES

38.2 Credit risk Certain comparative figures were reclassified to confirm the current classification of these consolidated

This risk is represented in the clients and debtors' inability to pay their outstanding balances. In order to financial statements. The significant restatements related to the investment increase in affiliates — Vodafone
mitigate the said risk, the company suspends services for delinquent customers and imposes fines on Egypt, as well as the increase in income from investments and net profit for the year by the company’s | nt ern a.tio n al F | nan Ci al R e p 0 I’tl n g Stan d ar d S
late payments followed by cutting off lines then contract termination. share in the operating result of the investee’s due to applying the equity method instead of the cost method,

hence the company’s management decided to held the investment and not to dispose them in the near Auditor's Report

future.
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Giza - Cairo - Egypt Postal Code: 12556 Al Ahram

Auditor’s Report

To The Board of Directors of Telecom Egypt

We have audited the accompanying consolidated balance sheets of Telecom Egypt as of 31 December, 2006 and
the related consolidated statements of income, changes in the shareholders’ equity and cash flows for the year
then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the consolidated financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial

position of Telecom Egypt as of 31 December, 2006, and the consolidated results of its operations and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards.

KPMG Hazem Hassan
Public Accountants & Consultants

Cairo, Egypt
2 April 2007 Ko mematona

Consolidated Balance Sheets

31/12/2006 31/12/2005

As at 31 December, 2006

In thousands of Egyptian Pound
Assets
Property, plant and equipment
Intangible assets
Investment in associates
Available for sale investments
Long-term receivable
Deferred tax assets

Total non-current assets

Inventory

Trade and other receivables
Investments held for trading
Cash and cash equivalents
Total current assets

Total assets

Equity
Issued capital
Reserves

Retained earnings

Total equity attributable to equity holders

of the parent
Minority interest

Total equity

=
©

TR ™ B
NMNE oL

21535119 22 344 238
219190 126 769
6 544 096 1540 721
84 524 88 382
1224 892 1525773
123 416 109 130
29 731 237 25 735 013
597 928 494 776
4 615 488 4164 708
123 090 =
588 845 768 016
5925 351 5 427 500
35 656 588 31162 513
17 070 716 17 070 716
4257 513 3409 882
2510888 1666 803
23839 117 22 147 401
34 839 22 031
23 873 956 22 169 432

31/12/2006 31/12/2005

Liabilities
Interest-bearing loans and borrowings (25) 4571182 1786 167
Bonds payable (26) 1 600 000 2 000 000
Deferred income 313279 266 254
Other payables 165 972 56 459
Deferred tax liabilities (18) 239 595 170 402

rrent liabilities 6 890 028 4279 282

Bank overdraft (22) 77 762 158 474
Bonds payable (26) 400 000 -

Interest-bearing loans and borrowings (25) 931 508 919 473
Trade and other payables (27) 3002 105 2900 489
Provisions (28) 481 229 735 363
Total liabilities 11 782 632 8 993 081
Total equity and liabilities 35 656 588 31162513

Chairman Deputy of the Executive Head of the

President for Financial & Financial Sector
Commercial Affairs

and the Executive President

Eng./Akil Beshir
Acc./Khaled Heshmat

Acc./Ali Salama

Date : 11 March, 2007 Auditor's Report "Attached"



Consolidated Income Statements

For The Financial Year Ended 31 December, 2006

In thousands of Egyptian Pound

2005

Revenue (3) 9 516 805 8 550 009
Operating expenses (4) (5861546 ) (5404 254)
Gross profit 3655 259 3 145 755
Other income (5) 432 178 91 277
Selling and distribution expenses (6) (283 246) (238 256)
Administrative expenses 7) (1046 226) (977 446)
Other expenses 8) (188 697) (174 143)
Operating profit before financing costs 2 569 268 1847 187
Financial income (10) 252 946 680 871
Financial expenses (10) (530556) (390 878)
Net financing (costs) income (20) (277 610) 289 993
Share of profit in associates 621 658 346 035
Profit before tax 2913 316 2483215
Income tax expense (11) (468 051) (550476)
Profit for the year 2 445 265 1932739

Financial Statements and Notes IFRS 54 - 55

2006 2005

In thousands of Egyptian Pound

Attributable to:

Equity holders of the parent 2442 368 1929 985
Minority interest 2897 2754
Profit for the year 2 445 265 1932 739
Earnings per share (LE) (24) 1.43 113

Consolidated Statement of Cash Flows

For The Financial Year Ended 31 December, 2006

2006 2005

In thousands of Egyptian Pound
Cash flows from operating activities

Cash receipts from customers 8179 184
Cash paid to suppliers (670 308)
Cash paid to employees (1504 890)
Cash (paid) in operations (net) (887372)
Interest paid (326 522)
Income taxes paid (355967)
Net cash from operating activities 4434 125

Cash flows from investing activities

Proceeds from sale of property, plant and equipment 2290
Proceeds from sale of investments 138 749
Interest received 44 693
Dividends received 345 105
Acquisition of property, plant and equipment and

intangible assets (1936 707)
Acquisition of investments (4859018)
Net cash (used in) investing activities (6264 888)

Cash flows from financing activities

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

and intangible assets (428 625)
Repayment of borrowings & facilities relating to others (1088 366)
Repayment of borrowings & bank facilities (403 665)
Proceeds from bonds -
Proceeds from loans 4525 000
Proceeds from issuance of capital-subscribed into

by minority 12904
Repayment of financial lease obligations (44 254)
Dividends paid (853536)
Repayment of long — term liabilities (759)

Net cash provided by (used in) financing activities 1718 699

7663 713

(220 596
(1654123

(1214403

(404 916
(158 321

)
)
)
)
)

4011 354

16 870
88 294
21273
140 396

(2 485 621)

(670311

)

(2889 099)

(630323
(1570938
(1049 193

)
)
)

2000 000
29 531

3256
(29 433
(381 000
(250
(1628350

)

)
)
)

2006 2005

In thousands of Egyptian Pound

Net movement in cash and cash equivalents (112 064) (506 095)
Cash and cash equivalents at 1 January 598 472 1104 560
Translation difference adjustments 65 7
Cash and cash equivalents at 31 December (22) 486 473 598 472



Consolidated Statement of Changes in Equity

For The Financial Year Ended 31 December, 2006

In thousands of Egyptian Pound

Balance at 1 January 2005
Net profit for the year 2005
Transfer to reserves
Reversal of reserve

Effect of the resolution of the Extra-ordinary
general assembly held on September 21, 2005 (23)

Exchange differences arising on translation
of foreign operation

Transfer from minority interest

Minority interest share in capital

Dividends to shareholders

Employees & members Board bonus in subsidiaries

Minority interest

Balance at 31 December 2005
Net profit for the year ended 31 December 2006
Transfer to reserves

Exchange differences arising on translation
of foreign operation

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

Minority interest’s share in capital increase of
subsidiary company

Dividends to shareholders
Adjustments to retained earnings
Transferred to retained earnings

Transferred from minority interest due to the
change in capital shareholding percentage

N Share Statutory Other Translation Fair value Retained Total equity Minority Total
No. capital reserve reserve reserve reserve earnings attributable to equity interest equity
holders of the parent

17 112 149 322 347 2595983 (34) 398 645 578 801 21 007 891 17 940 21025831
- - - - - 1929 985 1929 985 2754 1932739

- 51 390 410 014 - - (461 404) - - -
- - - - (398 645) - (398 645) - (398 645)
(41433) - 30 197 — — - (11236) _ (11236)
- - - (44) - 62 18 (6) 12

- 29 - - = 455 484 (484) -
- - - - - - - 2 661 2661
- - - - - (381 000) (381 000) - (381 000)
- _ - - - (96) (96) (92) (188)
- - - - - - - (742) (742)
17 070 716 373766 3036 194 (78) - 1666 803 22 147 401 22 031 22 169 432
- - - - - 2442 368 2442 368 2897 2 445 265

- 93 064 650 000 - - (743 064) - - -
— _ - (103) - 68 (35) 4 (31)
- - 104 629 - - - 104 629 - 104 629
_ _ - = _ _ - 12 904 12 904
- - - - — (853536) (853536) - (853536)
- = - - = (2605) (2605) (227) (2832)

_ _ _ (4 _ 4 _ _ _

= 45 - = - 479 524 (524) _
- - - - - 371 371 (2246) (1875)

Minority interest

Balance at 31 December 2006

Financial Statements and Notes IFRS 56 - 57

17 070 716

466 875

3

790 823

2510 888 23839117

23 873 956

Notes to the Consolidated Financial Statements

For the Financial Year Ended 31 December 2006

1- Background and activities

Telecom Egypt (the “Company”) is an Egyptian Joint Stock Company registered in the Arab Republic of
Egypt and is engaged in the provision of public communications and associated products and services.
The consolidated financial statements of the Company for the nine months ended 30 September 2006
comprise the Company and its subsidiaries (together referred to as the “Group”) and the Group’s interest
in associates and jointly controlled entities.

The registered office of the Company is 26 Ramses Street, Cairo, Egypt. Mr. Akil Beshir is the Company’s
Chairman.

2- Significant accounting policies
(a) Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards ( “ IFRSs”) and its interpretations adopted by the International Accounting Standards
Board (“IASB”) with due acknowledgement of the interpretation of the International Financial Reporting
Interpretation Committee (“IFRIC”).

In compliance with the Egyptian Companies Law, the Group prepares another set of consolidated financial
statements in accordance with Egyptian Accounting Standards (“EAS”). The primary differences between
IFRS and EAS include, but not limited to the following:

- Recognition of certain finance leases arrangements;
- Recognition of employees’ share in dividends; and
- Capitalization of certain foreign exchange losses as part of asset cost.

(b) Basis of preparation
The financial statements are presented in Egyptian Pound referred to as “Egyptian Pound” or “LE” rounded
to the nearest thousand. They are prepared on the historical cost basis except that the following assets
and liabilities are stated at their fair value; financial instruments that are classified as available-for-sale and
fixed assets that were valued in 1998.

The preparation of financial statements in conformity with IFRSs requires management to make judgments,
estimates and assumptions that affect the application of policies and reported amount of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances,

the results of which form the basis of making the judgments about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods.

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements.

(c) Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power,
directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from
its activities. In assessing control, potential voting rights that presently are exercisable or convertible are
taken into account. The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control ceases.

(i) Associates

Associates are those entities in which the Group has significant influence, but not control, over the financial
and operating policies. The consolidated financial statements include the Group’s share of the total
recognized gains and losses of associates on an equity accounted basis, from the date that significant
influence commences until the date that significant influence ceases. When the Group’s share of losses
exceeds its interest in an associate, the Group’s carrying amount is reduced to nil and recognition of
further losses is discontinued except to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of an associate.

(i) Transactions eliminated on consolidation
Intragroup balances and any unrealized gains and losses or income and expenses arising from Intragroup
transactions, are eliminated in preparing the consolidated financial statements.

Unrealized gains arising from transactions with associates and jointly controlled entities are eliminated to
the extent of the Group’s interest in the entity. Unrealized losses are eliminated in the same way as
unrealized gains, but only to the extent that there is no evidence of impairment.



(d) Foreign currency

(i) Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated to Egyptian Pound at the foreign exchange rate ruling at that date. Foreign exchange
differences arising on translation are recognized in the income statement. Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction.

(ii) Financial statements of foreign operations

The assets and liabilities of foreign operations are translated to Egyptian Pound at foreign exchange rates
ruling at the balance sheet date. The revenues and expenses of foreign operations are translated to
Egyptian Pound at rates approximating to the foreign exchange rates ruling at the dates of the transactions.

(i) Net investment in foreign operations
Exchange differences arising from the translation of the net investment in foreign operations are taken to
translation reserve. They are released into the income statement upon disposal.

(e) Property, plant and equipment

(i) Owned assets
Items of property, plant and equipment are stated at cost as deemed cost less accumulated depreciation
(see below) and impairment losses (see accounting policy k).

Certain items of property, plant and equipment that had been revalued to fair value in 1998 are measured
on the basis of deemed cost, being the revalued amount at the date of that revaluation.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted
for as separate items of property, plant and equipment.

(i) Leased assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are
classified as finance leases and are stated at an amount equal to the lower of its fair value and the present
value of the minimum lease payments at inception of the lease, less accumulated depreciation (see below)
and impairment losses (see accounting policy k).

(i) Subsequent costs

The Group recognizes in the carrying amount of an item of property, plant and equipment the cost of
replacing part of such an item when that cost is incurred if it is probable that the future economic benefits
embodied with the item will flow to the Group and the cost of the item can be measured reliably. All other
costs are recognized in the income statement as an expense as incurred.

58 - 59

(iv) Depreciation

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives
of each part of an item of property, plant and equipment. Land is not depreciated. The estimated useful
lives are as follows:

Buildings 10 - 50 years
Machinery and equipment 6-20 years
Vehicles 5-10 years
Tools and other equipment 1-8 years
Office furniture and fixtures 3-16.67 years

(f) Intangible assets

(i) Measurement
Intangible assets that are acquired by the Group are stated at cost less accumulated amortization (see
below) and impairment losses (see accounting policy k).

(i) Subsequent expenditure

Subsequent expenditure on capitalized intangible assets is capitalized only when it increases the future
economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed
as incurred.

(i) Amortization

Amortization is charged to the income statement on a straight-line basis over the estimated useful lives
of intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful life are
systematically tested for impairment at each balance sheet date. Intangible assets are amortized from
the date they are available for use. The estimated useful lives range between 10 to 20 years.

(9) Investments

(i) Investments in equity securities — available for sale

Financial instruments held by the Group that are classified as being available-for-sale are stated at fair
value, with any resultant gain or loss being recognized directly in equity, except for impairment losses.
When these investments are derecognized, the cumulative gain or loss previously recognized directly in
equity is recognized in income statement.

The fair value of financial instruments classified as available-for-sale is their quoted bid price at the balance
sheet date.

Financial instruments classified as available-for-sale investments are recognized / derecognized by the
Group on the date it commits to purchase / sell the investments.

(i) Held for trading investments

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

(h) Receivables
Trade and other receivables are stated at their cost less impairment losses (see accounting policy k).
Long-term receivables are initially recognized at fair value and subsequently measured at amortized cost
using the effective interest rate method.

(i) Inventory
Inventory is stated at the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses.

The cost of inventories is based on the weighted average principle and includes expenditure incurred in
acquiring the inventories and bringing them to their existing location and condition.

(j) Cash and cash equivalents
Cash and cash equivalents comprise cash balances and time deposits. Bank overdrafts that are repayable
on demand and form an integral part of the Group’s cash management are included as a component of
cash and cash equivalents for the purpose of the statement of cash flows.

(k) Impairment
The carrying amounts of the Group’s assets, other than inventories (see accounting policy i) and deferred
tax assets (see accounting policy s), 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
[see accounting policy k (i)].

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.

When a decline in the fair value of an available-for-sale financial asset has been recognized directly in
equity and there is objective evidence that the asset is impaired, the cumulative loss that had been
recognized directly in equity is recognized in profit or loss even though the financial asset has not been
derecognized. The amount of the cumulative loss that is recognized in income statement is the difference
between the acquisition cost and current fair value, less any impairment loss on that financial asset
previously recognized in income statement.

(i) Calculation of recoverable amount

The recoverable amount of the Group’s receivables carried at amortized cost is calculated as the present
value of estimated future cash flows, discounted at the original effective interest rate (i.e., the effective
interest rate computed at initial recognition of these financial assets). Receivables with a short duration
are not discounted.

The recoverable amount of other assets is the greater of their net selling price and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset. For an asset that does not generate largely independent cash inflows, the recoverable amount is
determined for the cash-generating unit to which the asset belongs.

(i) Reversals of impairment

An impairment loss in respect of a receivable carried at amortized cost is reversed if the subsequent
increase in recoverable amount can be related objectively to an event occurring after the impairment loss
was recognized.

An impairment loss in respect of an investment in an equity instrument classified as available for sale is
not reversed through income statement.

In respect of other assets, an impairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount.

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.

(1) Interest-bearing borrowings

Interest-bearing borrowings are recognized initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost with any
difference between cost and redemption value being recognized in the income statement over the period
of the borrowings on an effective interest basis.

(m) Employee benefits

(i) Pension

The Group contributes to the government social insurance system for the benefits of its personnel in
accordance with the social insurance law. Under this law the employees and the employers contribute
into the system on a fixed percentage - of - salaries basis. The Group’s liability is confined to the amount
of its contribution. Contributions are charged to income statement using accrual basis of accounting.



(n) Provisions

A provision is recognized in the balance sheet when the Group has a present 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 settle
the obligation. If the effect is material, provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability.

(o) Trade and other payables

Trade and other payables are stated at cost.

(p) Revenue

Revenue represents the value of services provided and equipment sold. It includes revenue received and
receivable from revenue sharing agreements entered into with national and international telecommunication
operators in respect of traffic exchange. Revenue is recognized as set below:

Voice services: revenues are measured in terms of traffic minutes processed or transmission capacity
provided and are recognized in the period in which the connection is provided.

Value added services: these services include call waiting and divert, callers ID and hotline are recognized
in the period in which the service is provided.

Data services: revenue from the provision of managed bandwidth to business customers is recognized
over the period in which the bandwidth is provided.

Other services: revenue from web hosting and internet access is recognized over the life of the contract
and over the period that the service is provided respectively.

Sale of goods: revenue from sale of telephone sets and directories is recognized in the income statement
when the significant risks and rewards of ownership have been transferred to the buyer.

(q) Grants

Grants are recognized in the balance sheet initially as deferred income when there is reasonable assurance
that it will be received and that the Group will comply with the conditions attaching to it. Grants that
compensate the Group for expenses incurred are recognized as revenue in the income statement on a
systematic basis in the same periods in which the expenses are incurred. Grants that compensate the
Group for the cost of an asset are recognized in the income statement as other operating income on a
systematic basis over the useful life of the asset.
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(r) Expenses

(i) Operating lease payments
Payments made under operating leases are recognized in the income statement on a straight-line basis
over the term of the lease.

(i) Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

(i) Net financing costs
Net financing costs comprise interest payable on borrowings calculated using the effective interest rate
method, interest receivable on funds invested, dividend income, and foreign exchange gains and losses.

Interest income is recognized in the income statement as it accrues, using the effective interest method.
Dividend income is recognized in the income statement on the date the entity’s right to receive payments
is established. The interest expense component of finance lease payments is recognized in the income
statement using the effective interest rate method.

(s) Income tax

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

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided using the balance sheet asset & liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The amount of deferred tax provided is based on the expected manner of
realization or settlement of the carrying amounts of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date.

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

3- Revenue

The Group’s operations are considered to fall into one broad class of business, telecommunication and information
services and hence, segmental analysis of assets and liabilities is not considered meaningful. Revenue can be

analyzed as follows:
2006 2005

In thousands of Egyptian Pound
Retail Services:

Access:

Connections 183 230 350 834

Subscriptions 1596 111 1315314
1779341 1666 148

Voice:

Local * 1969324 1588 530

Long distance 382 408 413 806

Fixed to international 371 000 406 889

Fixed to mobile interconnection 1042511 1049 454
3765 243 3458 679

Internet & Data 184 408 133515

Others 946 139 995 083

Total retail 6 675 131 6 253 425

Wholesale:

Domestic:

Mobile to fixed interconnection 236 321 208 368

Others 236 277 149 960

472 598 358 328

International:

Mobile to international 800 698 648 371

Incoming international call 1568 378 1289 885
2 369 076 1938 256

Total wholesale 2841674 2296 584

Total revenues 9 516 805 8550 009

+include dial up revenue

4- Operating expenses

2006 2005

In thousands of Egyptian Pound

Interconnection fees 1373728 1257 329
Fuel 69 881 62 301
Spare parts 89913 82 487
Maintenance 173 233 125 297
Satellite subscriptions 24 308 29 012
Depreciation 2 645 303 2 467 735
Amortization 40 529 28133
Cost of telephone sets & directories 80018 145 820
Salaries & wages 751731 798 753
Compulsory social security contributions 104 644 104 210
Frequencies & license charge ( NTRA ) 198 951 42 991
Employees’ share in dividends 79742 55 690
Other operating costs 229 565 204 496

_ 861 546 5404 254

5- Other income

2006 2005

In thousands of Egyptian Pound

Release of unused provisions 226 131 157
* Deferred revenues amortization 47 025 35708
Reversal of decline in inventory - 2711
Rental income 6216 2191
Others 152 806 50 510

432 178 91 277

* Deferred revenues amortization for the year 2006 represents amortization of the grants presented by the USAID
to finance some of the company’s projects, as well as the grants presented by the projects management of Marine
Cables for the construction of a building in Alexandria and the right of way for marine cables.



6- Selling and distribution expenses 8- Other expenses Early 2004, the employees’ loyalty program was retroactively registered as separate private social insurance fund 12- Current tax assets and liabilities
effective January 2003.
2006 2005 2006 2005 The current tax asset of LE 123 416 K, (2005: 109 130 K) represents the amount of income taxes recoverable
In thousands of Egyptian Pound In thousands of Egyptian Pound In accordance with Egyptian Law, employees receive 10% of dividends distributed to shareholders with a maximum in respect of current and prior periods that exceed payments. The current tax liability of LE 239 595 K
Salaries & wages 111 609 112 314 Increase in provisions 617 50 235 of one year salary. (2005:170 402 K) represents the amount of income taxes for items taxable in future periods in respect of accelerated
Compulsory social security contributions 14 315 13748 Impairment loss on trade and other receivables 160 142 73237 deprecation and fair value reserve of available for sale securities.
Fixed assets depreciation 838 1117 Impairment loss on available for sale investments 3717 1637
Employees’ share in dividends 10 597 7513 Net loss on disposal of property, plant and equipment 9443 24 760 10- Net flnancmg (COStS) income
Sales commissions & others 145 887 103 564 Impairment loss on intangible assets 3848 17 006 2006 2005

In thousands of Egyptian Pound
Interest income 51 497 31345

283 246 238 256 Others 10 930 7268
188 697 174 143

Unwind of discount & accretion of interest relating to

L . long-term receivable 180 000 217 000
7- Administrative expenses . o
Income from investments — dividend 8 809 44 005
2006 2005 9- Personnel expenses
- - Net gain of disposal of investments 4494 56 286
i 2006 2005
In thousands of Egyptian Pound Increase of market value of held for trading investments 8 146 -
i In thousands of Egyptian Pound
Salaries & wages 441 215 495 010 : QI’P Net foreign exchange gain _ 332 235
Compulsory social security contributions 36 267 35908 Salaries & wages:
Early retirement compensations 3889 8 607 Operating expenses s173t 798753 T b —
Emol + share in dividend 44196 32623 Selling & distribution expenses 111 609 112 314 Interest expense (406 822) (390878)
mployees’ share in dividends .
) - Administrative expenses 441 215 495 010 Net foreign exchange loss (123734 -
Board of directors’ bonus 3628 2891 . . .
Compulsory social security contributions 155 226 153 866 Net financing (costs) income (277610 289 993
Taxes & customs fees 106 293 77578
Early retirement compensations 3889
Training & development services 29885 45 654 y P 8607
Employees’ share in dividends 134 535
Advertising 35 852 35432 e 95826

11- Income tax expense

Recognized in the income statement

1598 205
Others 190 132 128 640 se e
L 22 SIS On May 9, 2001 the Board of Directors of Telecom Egypt approved an early retirement scheme; under this scheme

employees’ loyalty program was established, the program was financed by a loan obtained by Telecom Egypt and
repayable by the program whilst the related interest is borne by Telecom Egypt. Under the loyalty program the
employee who early retired received compensations related to number of years of service. The first phase of the
early retirement scheme was completed on August 31, 2002. During 2002, the Board of Directors approved the
allocation of LE 100 million to the loyalty program to finance early retirement compensations, funds granted by
Telecom Egypt to the employees’ loyalty program are to be repaid on the original date of retirement of the employees.
During 2003 Telecom Egypt contributed to the loyalty program LE 55 million and became committed to increase
such contribution by a compound 10% annually.

2006 2005

Current year 413 299 371552

In thousands of Egyptian Pound
Current tax expense

Deferred tax expense
Origination and reversal of temporary differences 54 752 178 924

Total income tax expense in income statement 468 051 550 476
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13- Property, plant and equipment

In thousands of Egyptian Pound

Cost
Balance at 1 January 2006
Adjustments to the opening balance
Reclassification
Acquisitions
Disposals

Transferred to fixed asset

Effect of movements in foreign exchange

Balance at 31 December 2006

Depreciation

Balance at 1 January 2006
Adjustments to the opening balance
Reclassification

Depreciation charge for the year

Disposals

Effect of movements in foreign exchange

Balance at 31 December 2006

Carrying amounts

At 31 December 2005
At 31 December 2006

Financial Statements and Notes IFRS

64 - 65

Land
&

buildings

18 649 458
(9 146)
611781

(4 455)

19 247 638

5517 931
(229)
921 954

6 439 656

13 131 527
12 807 982

Machinery
&
equipment

16 197 091
(18 094)
1254 782
(7 464)

17

17 426 298

8475 510
(499)
1676313
(5 244)

®)

10 146 077

7721581
7 280 221

Vehicles

115 824

13 794
(1623)

111 875

16 120
9321

Office
furniture

& fixtures

842 176
(82)

9146
230 774
(1 710)
(22)

1080 282

302 359
(329)
229

184 251
(1 464)
()

485 043

539 817
595 239

Tools

& other
equipment

27 229
25 032

Under

construction

907 964
18 094
1770573
(1879 307)

817 324

907 964
817 324

Total

36 773 265
(82)
3878223
(1902 334)
39)

38 749 033

14 429 027
(828)

2801 010
(15 289)

(6)

17 213 914

22 344 238
21535119

Fully depreciated assets

Property, plant and equipment cost includes LE 1 563 million relating to fully depreciated assets.

Leased equipment and vehicles

The Group leases equipment and vehicles under a number of finance lease agreements. At the end of each of the
leases the Group has the option to purchase the equipment and vehicles at a beneficial price. At 31 December
2006, the net carrying amount of leased equipment and vehicles was LE 82 640 k (2005: LE 69 021 k).

Depreciation

The depreciation charge is recognized in the following line items in the income statement:

2006 2005

In thousands of Egyptian Pound

Operating expenses 2 645 303 2 467 735
Selling & distribution expenses 838 1117
General & Administrative expenses 154 869 115 103

2801010 2 583 955

14- Intangible assets

Land Right Internet Right Total
usufruct of service of using
way license ROU

In thousands of Egyptian Pound

Cost
Balance at 1 January 2006 1 277 951 20189 48 906 347 047
Adjustment to the opening balance - (100) - - (100)
Acquisitions - 86 700 - 56 556 143 256
Disposals - (42 024) - - (42 024)
Effect of movements in foreign exchange - - (4) - (4)
Balance at 31 December 2006 1 322 527 20185 105 462 448 175

Amortization

Balance at 1 January 2006 - 178 153 20 016 22 109 220 278
Adjustment to the opening balance - (35) - - (35)
Amortization for the year - 35 149 20 5360 40 529
Impairment losses - - - 3848 3848
Disposals - (35634) - - (35 634)
Effect of movement in foreign exchange - - 1) - (1)
Balance at 31 December 2006 - 177 633 20 035 31317 228 985

Carrying amounts
At 31 December 2005 99 798 173 26 797 126 769
At 31 December 2006 1 144 894 150 74 145 219190

‘

Land usufruct

The company has indefinite rights to use 826 plots of land; these plots of land were designated to the company,
by presidential and ministerial decrees, for use in specific purposes. These rights were valued at notional amount
of LE 1 per plot of land.

Amortization charge

The amortization and impairment charge is recognized in the following line items in the income statement:

2006 2005
In thousands of Egyptian Pound

Operating expenses 40 529 28 133

Other operating expenses 3848 17 006
44 377 45139



15- Investments in associates

The Group has the following investment in associate:

31 December | 31 December 31 December | 31 December
2006 2005 2006 2005

In thousands of Egyptian Pound

Vodafone Egypt. (SAE) 44.66% 25.50% 6 528 587 1526 740
Nile on line. (SAE) 27.27% 27.27% 12 830 12 669
Wataneya for Telecommunication 50.00% 50.00% 125 125
Consortium Algerien de Tele —

communications (CAT) 33.00% 33.00% — 133
International Telecommunication

Consortium Limited. (ITCL) 50.00% 50.00% 54 54
Egypt Trust 25.00% 25.00% 2 500 1000
Total 6 544 096 1540 721

Investment in Consortium Algerien de Telecommunications (CAT) is shown a Nil balance as the company realised
a net loss exceeds the carrying amount of this investment.

Investment In Vodafone — Egypt

- The investments in Vodafone Egypt as of 31/12/2006 represent the ownership of 107 180 529 shares
representing 44.66% of Vodafone Egypt shares.

- During the 4th quarter of 2006 the company purchased 45 980 529 shares of Vodafone Egypt Shares. The
purchase of these shares was financed by a syndicate loan granted from local banks with an amount of
LE 4525 000 K, the loan balance as of 31/12/2006 amounted to LE 3 495 000 K while the remaining part
of financing the purchase operation of these shares was made from the company’s own resources.

- On November 8, 2006 a new strategic co-operation agreement was signed between Vodafone Company

and Telecom Egypt Company by virtue of which shall enjoy a prolongation of the term of the agreement
between the two companies, and shall continue to provide international telecommunication services.

Financial Statements and Notes IFRS

Summary financial information on associates — 100 percent:

In thousands of Egyptian Pound

31-12-2005:
Nile on line 80 738 34 216 46 522 31685 72
* Vodafone Egypt 7 635 000 4127 000 3508000 4325000 1202 000
7715738 4161 216 3554522 4 356 685 1202072

31-12-2006:
* Vodafone Egypt 8607000 4074000 4533000 5937000 1963 000
Nile on line 81100 34338 46 762 38 001 520

Consortium Algerien de
Tele —communications (CAT) 662 625 879 858 (217 233) 34951 (193 175)

** \Wataneya for Telecommunication - - - - _

** |nternational Telecommunication
Consortium Limited. (ITCL) - - = = -

** Egypt Trust - - - - -
9350725 4988196 4362529 6009 952 1770 345

* Reported figures for Vodafone Egypt for 31/12/2005 relating to revenues and profit for the nine months period
ended 31 December, 2005, and for 31/12/2006 relating to revenues and profit for the nine months period ended
31 December, 2006

** The financial information of these associates were not presented because it’s financial statements are not prepared

16- Available for sale investments
2006 2005

Equity securities available for sale — Foreign 19 869 18 430

In thousands of Egyptian Pound

Equity securities available for sale — Local 64 655 69 952

84 524 88 382

17- Long-term receivable

2006 2005

In thousands of Egyptian Pound

National Telecommunication Regulatory Authority (NTRA) 1 080 000 1600 000
Accretion of interest 256 000 76 000
Amortized cost 1336 000 1676 000
Current portion (478 000) (467 000)

858 000 1209 000

Payments made on behalf of consortium Algerian de

Telecommunication to finance the license concession and

finance the operating expenses of consortium company in

Algeria. 366 892 221585

Amounts due from the employees in consideration of the
company’s shares floated in public offering and purchased
and distributed by the company to its employees. The value
of these purchased shares shall be paid by employees over
24-months starting from 1/1/2006, and these shares are
subject to a 6 month ban period starting from the date of

closing subscription. 94 490 201 987

Less:

Current portion (94 490) (106 799)
- 95 188

1224 892 1525773

During 2002, Telecom Egypt acquired a license for establishing and operating the third mobile network in Egypt for an
amount of LE 1 975 million settled to the National Telecommunication Regulatory Authority (NTRA), subsequently and
due to market condition management decided to waive its right to the license and refund the amount paid. On 20th
December 2003 Telecom Egypt, Vodafone Egypt and The Egyptian Company for Mobile Services signed a memorandum
of understanding, based on this memorandum Telecom Egypt waived its right to the frequency band 1800 MHTZ to
Vodafone Egypt and The Egyptian Company for Mobile Services (mobile operators), and in return the mobile operators
were obliged to settle cash instalments to NTRA for using the frequency band 1800 MHTZ. Telecom Egypt required
NTRA to transfer cash collected from the mobile operators to one of its lending banks.

On 27t January 2005 Telecom Egypt concluded an agreement with NTRA whereby Telecom Egypt undertook not to
bid for a license to establish and operate a G.S.M mobile network within the frequency band 1800 MHTZ in the Arab
Republic of Egypt until 30t November 2007, and in return Telecom Egypt shall receive LE 1 975 million, previously settled
by Telecom Egypt, in addition to LE 480 million on installments throughout 2006 to 2009. The remaining installments
payment schedule is as follow:

2007 2008 2009

520 000 520 000 520 000

In thousands of Egyptian Pound
The undertaking signed by Telecom Egypt is limited to the frequency band 1800 MHTZ and does not affect TE's
ability to obtain a license for the third generation mobile (G3).

On February 2007, part of the third installment due from the National Telecommunication Regulatory Authority
(NTRA) amounting to LE 320 million was collected.

In line with the accounting policy (2.h) the long-term receivable was discounted to its present value, the discount

and unwind of discount were treated as financial expense and financial income see note (10 & 29).

18- Deferred tax assets and liabilities
Recognized deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

ecember December Decem Dece
2006 2005 2006 2005

In thousands of Egyptian Pound

Property, plant and equipment - - 232 031 169 916
Intangible assets - - 7 564 486
Inventories 3616 3391 - -
Trade & other receivables 33701 25793 - -
Provisions 58 318 50 101 - -
Accrued liabilities 27781 29 845 - -
Total deferred tax assets / liabilities 123 416 109 130 239 595 170 402

19- Inventories

31 December 2006 31 December 2005
In thousands of Egyptian Pound

Spare parts, supplies and cables 558 712 452 622
Telephone sets and directories 39216 42 154
597 928 494 776



20- Trade and other receivables

2006 2005

In thousands of Egyptian Pound
Trade receivables due from associates 42 315 6 200

Other trade and notes receivable:

Governmental sector 239 969 229 127
Private sector 2020933 1791279
Foreign telecommunication operators 693 592 532118
Notes receivables 1000 949
2997 809 2559 673
Other receivables and pre-payments:
Advance payments to suppliers 90 961 56 716
Deposits with others 7 667 6 957
Long-term receivable — current portion 572 490 573 799
Payments on the account of corporate tax 285 996 481 799
Sales Tax Authority — advances 196 031 196 656
Other receivables 464 534 289 108

4 615 488 4164 708

Trade and other receivables (excluding long-term receivable — current portion) are non-interest bearing and are
shown net of allowance for impairment. Management determines the adequacy of the allowance based upon
reviews of individual customer, current economic conditions, past experience and other pertinent factors.

21- Investments held for trading
Held for trading investments amounted to LE 123 090 K represented in the following:

2006

In thousands of Egyptian Pound
TE Data a Subsidiary Company

Value of 1 043 817 unit of commercial International Bank Investment Fund —
Osoul Fund with price LE 116.91 for each unit at balance sheet date. 122 033

TE Information Technology — a Subsidiary Company

Value of 9 067 unit of commercial International Bank Investment Fund — Osoul
Fund with price LE 116.61 for each unit at balance sheet date. 1057

123 090
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22- Cash and cash equivalents

31 December 2006 31 December 2005

In thousands of Egyptian Pound

Bank balances 78 346 66 859
Time deposits 491 798 668 147
Cash on hand 18 701 33010

588 845 768 016
Bank overdrafts (77 762) (158 474)
Blocked time deposits (24 610) (11 070)

Cash and cash equivalents in the statement
of cash flows 486 473 598 472

23- Capital and reserves
Share capital
The authorized share capital comprised 171 121 490 ordinary shares, ordinary shares have a par value
of LE 100. The share capital had been settled by in kind contribution by the Egyptian Government, the
sole owner of the shares.

On September 21, 2005 the extraordinary meeting of the shareholders resolved the decrease of the issued

share capital by a net amount of LE 41 433 K representing the value of lands transferred to Ministry of
Communication & Information Technology by LE 71 250 K and the value of new land entitlement for TE
as a result of the amendment of the total land area near the Satellite Station in Maadi amounting to LE
29 817 K.

The extraordinary meeting of the shareholders also resolved to decrease the par value per share from LE

100 to LE 10. Accordingly, the company’s issued capital become LE 17 070 716 K represented in

1707 071 600 shares of par value LE 10 each and annotation was made to this effect in the Commercial

register on 24/11/2005.

The Egyptian Government owned 80% after floating 20% of company’s shares in public offering in December

2005.

The holder of ordinary shares is entitled to receive dividends as declared from time to time and is entitled
to one vote per share at meetings of the Company. All shares rank equally with regard to the Company’s

residual assets.

Statutory Reserve
The Egyptian Companies Law requires all companies incorporated in Egypt to transfer 5% of net profit
for the year to statutory reserve, until it reaches a minimum of 50% of the issued share capital. The reserve
is not available for distribution; however, it may be used in share capital increase or offsetting losses.

Translation reserve
The translation reserve comprises all foreign exchange differences arising from the translation of the financial
statements of foreign operations that are not integral to the operations of the Company, as well as from
the translation of liabilities that hedge the Company’s net investment in a foreign subsidiary.

Fair value reserve
The fair value reserve includes the cumulative net change in the fair value of available-for-sale investments
until the investment is derecognized.

Other reserve
Other reserve represents profits set aside based on the resolutions of the general shareholders meeting,
the reserve includes LE 18 110 k representing capital gains realized on disposal of property, plant and
equipment. The reserve, excluding the capital gains, is distributable.

Dividends
After the balance sheet date the following dividends were proposed by the directors and approved by the
General Shareholders Meeting on 29 March 2007. The dividends have been provided for and there are

no income taxes consequences.
2006 2005

LE 0.70 per qualifying ordinary share for 2006 ( 2005 : LE 0.50) 1194 950 853 536

In thousands of Egyptian Pound
1194 950 853 536

24- Earnings per share

Basic earnings per share
The calculation of basic earnings per share at 31 December 2006 was based on the profit attributable
to ordinary shareholders of LE 2 442 368 k , (2005 : LE 1 929 985 k) and a weighted average
number of ordinary shares outstanding during the year ended 31 December 2006 of 1 707 071 600

(2005 : 1710 075 492 ), calculated as follows:
2006 2005

Profit attributable to ordinary shareholders
Profit for the year 2 445 265 1932739

Profit attributable to ordinary shareholders 2442 368 1929 985

In thousands of Egyptian Pound

Weighted average number of ordinary shares

In thousands of Egyptian Pound

2006

Issued ordinary shares at 1January 1707 072
Effect of decrease of shares in September 2005 -
Average number of ordinary shares at 31 December 1707 072

25- Interest-bearing loans and borrowings

2005

1711215
(1 140)
1710075

This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings.
For more information about the Group’s exposure to interest rate and foreign currency risk, see note 29 (iii).

In thousands of Egyptian Pound
Non-current liabilities
Unsecured bank loans:

Local banks

Governmental loans

Foreign loans

Finance lease liabilities

Foreign suppliers facilities

31 December 2006

2952 000
673 926
876 311

65743
3202

31 December 2005

8919
709 214
954 644

51346
62 044

4571182 1786 167

Current liabilities
Short-term borrowings

Short-term loans

Current portion of unsecured bank loans:

Local banks

Governmental loans

Foreign loans

Current portion of finance lease liabilities

Foreign suppliers facilities

15 396

551919
98 411
174 153
25461
66 168

419 061

12 581
124 613
159 914

23925
179 379

931 508 919 473



Security

Foreign suppliers facilities include an amount of LE 3 800 K secured by letters of guarantee issued in favor of the suppliers.

Repayment
Currency Interest Rate or less years years 5 years
In thousands of Egyptian Pound
Telecom Egypt — the parent:
Local banks loans LE CAIBOR+2.55 % 8919 8919 _ - -
Local banks loans ( Vodafone one loan Note no. 15) LE Average rate of deposits &
loans ( corridor) +1% 3495 000 543 000 1719 500 1232 500 -
Total local loans 3503919 551 919 1719 500 1232 500 -
Governmental Loans * Us.$ 4% 740 990 89 977 190 896 178 740 281 377
Governmental Loans SK Agency commition+0.15% 1476 1476 - - -
Governmental Loans EURO 4-6.37% 29 871 6 958 12 803 7 589 2521
Total Governmental loans 772 337 98 411 203 699 186 329 283 898
Foreign loans J.Y 3-3.5% 77 405 24 093 45 406 7478 428
Foreign loans EURO 0.75-8.2% 973 059 150 060 273903 120 957 428 139
Foreign suppliers' facilities - foreign EURO 3.18 - 5.5% 29023 25821 3202 - -
Foreign suppliers* facilities - foreign JY 2.75% 40 347 40 347 - - -
Total foreign suppliers' facilities 69 370 66 168 3202 - -
5 396 090 890 651 2245710 1547 264 712 465

- The available unused balance of Foreign Loans and Facilities at 31/12/2006 amounting to LE 26 868 K.

Finance lease liabilities

Finance lease liabilities are payable as follows: Minimum lease

payments
31-12-2006

In thousands of Egyptian Pound

Less than one year 35716
Between one and five years 76 220
More than five years 147

112 083

Under the terms of the lease agreements, no contingent rentals are payable.
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Interest
31-12-2006

10 255
10 604

20
20879

Principal

31-12-2006

25461
65 616

127
91 204

Minimum lease
payments
31-12-2005

32 165
60 851

93 016

Interest
31-12-2005

8240
9505

17 745

Principal
31-12-2005

23925
51 346

75271

26- Bonds payable

- In February 2005, the Company issued 20 million nominal marketable bonds not convertible into shares
at a par value of LE 100 each for a period of (5) years. These bonds were offered for public subscription
and issued in two tranches as follows:

1- The first tranche shall be 50% of the bonds at a fixed annual interest equal 10.95%to be paid quarterly.

2- The second tranche shall be the other 50% of the bonds at a variable annual interest equal 0.7% plus
the discount rate of the Central Bank of Egypt to be paid quarterly.

The purpose of issuing these bonds is partial settlement of long-term loans and bank overdraft accounts
in local currency.

The bonds installments due during 2007 amounted LE 400 million has been classified in the balance sheet
as current liabilities.

27- Trade and other payables

31 December 2006 31 December 2005

In thousands of Egyptian Pound
Trade payables:

Local suppliers 145 837 93127
Foreign suppliers 33408 7 504
Notes payable 2473 3137

181 718 103 768

Other payables:

Income tax payable 436 538 632 054
Amounts due to associate 1232 314
Deposits from others 661 859 605 848
Fixed assets creditors 409 288 389 652
Customers advances 226 692 215058
Accrued expenses 439 182 389 864
Dividends payable 9752 36 593
Other credit balances 635 844 527 338

3002 105 2900 489

28- Provisions

31 December 2006 31 December 2005

In thousands of Egyptian Pound

Balance at 1 January 595308 140 055 735 363 646 316 104 125 750441
Provision formed 617 - 617 14120 36 115 50 235
Provision used (7366) (21 254) (28 620) (65 128) (28) (65 156)
Provision reversed (215471) (10660) (226 131) _ (157) (157)
Balance at end of the year ~ 373088 108 141 481 229 595308 140055 735363

As at December 31, 2006 provisions are mainly related to taxes, lawsuits, and expected social insurance claim in
respect of contracts concluded with suppliers.

29- Financial instruments

The Group’s principal financial instruments comprise bank loans, finance lease and cash and short-term
deposits. The main purpose of these financial instruments is to raise finance for the Group’s operations.
The Group has various other financial instruments such as trade receivables and trade creditors which
arise directly from operations.

The Group does not enter into derivative transactions for the purpose of trading or hedging exposure to
fluctuations in the foreign exchange rates or interest rates.

The main risks arising from the Group’s operations are interest rate risk, foreign currency risk and credit risk.

(i) 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.

The Group’s financial assets, which include receivables from local customers and international
telecommunication operators, investments bank balances and time deposits, do not represent a significant
concentration of risk. Trade receivables are widely spread among customer’s segmentation, strict credit
control is maintained, and further appropriate level of impairment allowance is made. The Group manages
the credit risk on investments by ensuring that investments are made only after careful credit evaluation
of these investments. The time deposits are placed with commercial banks after careful credit evaluation
of those banks.



(i) Foreign currency risk
Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to change in
foreign exchange rates.

The Group is exposed to foreign currency risk on purchases from foreign suppliers and loans that are
denominated in a currency other than the Egyptian Pound. In addition, the Group deals with international
telecommunication operators. The Group’s currency risk is related to changes in exchange rates applicable
to the settlement of foreign currencies. The currencies giving rise to this risk are primarily US Dollar, Euro
and Japanese Yen.

Certain loans and foreign suppliers payments are paid in Egyptian Pound based on the prevailing foreign
currency.

As of 31 December 2006 the Group’s assets and liabilities denominated in foreign currencies amounted
to the equivalent of LE 1 562 772 K and LE 2 059 098 K respectively. The Group’s net foreign currencies

exposure as of 31 December 2006. Was as follow:
(Deficit ) / Surplus
31 December 2006 @ 31 December 2005

Foreign currency
In thousands of Egyptian Pound

US Dollar 107 711 146 348
Euro (130 783) (170 998)
Sterling Pound 355 461
Japanese Yen (2 432 914) (4 092 891)
Swedish Krona (15 724) (15 525)
Jordan Dinar 329 (265)
Libyan Dinar - (3876)
U.A.E Dirham 134 -

(iii) Interest rate risk
Interest rate risk is the risk that the value of financial instrument will fluctuate due to changes in market
interest rates.

The Group is exposed to interest rate risk on its time deposit. These are short-term in nature and are

denominated in US Dollar, Euro, Sterling Pound and Egyptian Pound. The average interest rate yield from
short-term time deposits was:
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31 December 2006 31 December 2005

US Dollar 4.84% 3.39%
Euro 2.59% 2.24%
Sterling Pound 4.30% 4.35%
Egyptian Pound 5.75% 6.63%

30- Fair value of financial instruments

The fair value is the amount for which an asset could be exchanged or a liability settled, between
knowledgeable willing parties on an arm’s length basis.

Except of the investments in Vodafone Egypt , Nile on Line and Consortium Algerien de Telecommunications
(CAT) which are accounted for using the equity method of accounting, the carrying values of the Group’s
other financial instruments approximate their fair values.

Estimation of fair values
The following summarizes the major methods and assumptions used in estimating the fair values of

financial instruments reflected in the table.

Securities
Fair value is based on quoted market prices at the balance sheet date without any deduction for transaction
costs except for investments in Vodafone Egypt , Nile on Line and Consortium Algerien de Telecommunications
(CAT) which were accounted for using the equity method of accounting.

Interest-bearing loans and borrowings
Fair value is calculated based on discounted expected future principal and interest cash flows.

Finance lease liabilities
The fair value is estimated as the present value of future cash flows, discounted at market interest rates
for homogeneous lease agreements. The estimated fair values reflect change in interest rates.

Receivables / payables
For receivables / payables with a remaining life of less than one year, the notional amount is deemed to
reflect the fair value. All other receivables / payables are discounted to determine the fair value.

Interest rates used for determining fair value.
The entity uses the government yield curve as of 31 December 2006 plus an adequate constant credit
spread to discount financial instruments. The discount rate for minimum lease liabilities and receivables is 14%.

31- Capital commitments

The Group’s capital commitments for unexecuted portions of contracts as of 31 December 2006 amounted
to LE 105 million includes LE 13 million payments of uncalled share capital investments (2005: LE 96
million includes LE 15 million payments of uncalled share capital investments). These commitments are
expected to be settled in the following financial year except uncalled installments of investees’ share
capital which will be settled when requested by the directors of the investees.

32- Contingencies

31 December 2006 31 December 2005

Letters of guarantee issued by banks on behalf of the Group 52 207 8270
Letters of credit 264 801 452 998

In thousands of Egyptian Pound

33- Related parties

Identity of related parties
The Group has a relationship with its associate Nile on line, Vodafone Egypt, consortium Algerian
Telecommunication and International Communication Consortium LTD.

Transaction with Associates and unconsolidated subsidiaries
During the year ended 31 December 2006, local leased lines to Nile On Line LE 5 294 k in favor of the
group and internet services in favor of Nile On Line LE 4 865 k.

During the year ended 31 December 2006 , fixed to mobile interconnection and audio text fees in favor
of Vodafone Egypt LE 488 407 k and transmission , international calls , lease of company’s premises in
favor of the group LE 664 095 k.

During the year ended 31 December 2006, the company paid an amount of 145 307 K on behalf of
Consortium Algerian Telecommunication to finance the license fee and operating expenses of consortium
company in Algeria.

34- Group entities

Control of the Group
The Group’s ultimate parent company is Telecom Egypt.

Country Ownership interest

of
incorporation

Subsidiaries
Middle East Radio Communication ( MERC ) Egypt 51.00 51.00
T. E. Information Technology Egypt 97.66 97.66
T. E. Data Egypt 95.04 93.33
Centra Technologies Egypt 58.76 55.02
* Centra Industries - Indirect ownership Egypt 58.63 54.90
* Centra Distribution - Indirect ownership Egypt 58.74 -
** T.E Data Jordan - Indirect ownership Jordan 95.04 93.33
*** Xceed Middle East FZ — LLC — Indirect ownership Dubai 97.66 -

* Centra Technologies participate in Centra Industries & Centra Distribution - subsidiaries - with 99.78% , 99.98%
respectively of its share capital.

** TE Data Jordan - a fully owned subsidiary by TE Data Company.

*** Xceed Middle East - a fully owned subsidiary by TE Information Technology.

35- Comparative Figures

Certain comparative figures were reclassified to confirm the current classification of these consolidated
financial statements.
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Glossary for Annual Report
ADSL:
Annual General Shareholder’s Assembly:
ARPU:
BSC:
BTS:
Capex:
Carrier’s carrier:
CASE (Cairo and Alexandra Stock Exchange):
Cash Flow:
CDMA:

Asymmetric Digital Subscriber Line. Technology that allows high volume data transmission (broadband)
over traditional phone lines

This is required to be held each year, within six months from the end of the financial year, in order to
approve annual financial statements

Average Revenue per User is calculated as total revenue divided by average number of subscribers
during the year.

Base Station Controller

Base Transceiver Station

Capital Expenditure. Investments in tangible and intangible assets.

A network operator who provides network services to other telecommunications companies

Egypt's Stock Exchange is comprised of two exchanges, Cairo and Alexandria, both of which are
governed by the same board of directors and share the same trading, clearing and settlement systems.

The difference between cash inflows and cash outflows for a specific period

Code Division Multiple Access. Wireless interface technology for mobile networks based on spectral
spreading of the radio signal and channel division by code domain.

Customer Centricity:

Customer Segmentation:

EBITDA:

EBITDA Margin:

EPS:

Free Cash Flow:

GAAP:

GDP:

Comprehensive customer orientation — ie. gearing actions to customers and their various needs
when designing products and developing services, and also in sales, public relations and all market
communications. The opposite would be product centricity, where a company focuses primarily on
its products

Division of customers into homogenous groups (segments) in order to consistently gear the portfolio
of products and services, but also sales and public relations etc. to their various needs, and to deal
with each customer segment on a differentiated basis

Earnings Before Interest, Taxes, Depreciation and Amortisation. EBITDA = Income + Depreciation
and Amortisation.

EBITDA/Operating Revenues

Earnings per Share

Free Cash Flow = Operating Cash Flow+/- Acquisitions/Sales of Financial Investments +/- Net Interest
Paid — Payments redated with PRBs — Income Taxes Paid +/- Dividends Paid/Received +/- Other
Cash Movements

Generally Accepted Accounting Principal

Gross Domestic Product
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Gearing Ratio:

Goodwill:

GPRS:

GSM:

IFRS:

Internet:

IP:

ISDN:

Gearing Ratio = Net Debt/ (Net Debt + Equity + Minority Interests)

The excess amount that results if an acquisition cost is higher than the book value of the acquired
company

General Packet Radio Service. Technology that allows for higher data transmission rates in GSM
networks

Global System for Mobile Communications

International Financial Reporting Services. The new international accounting standards introduced
as of 1 January 2005

A worldwide IP-based computer network that has no central network management

Internet Protocol. Standard that specifies the exact format of packets of data as they are transmitted
through and Internet network

Integrated Services Digital Network

ISP:

LSE:

MCIT:

MOU:

MSC:

NTRA:

SAC:

SME:

Teledensity:

VOIP:

Internet Service Provider. Company that provides access to the Internet

London Stock Exchange

Egyptian Ministry of Communication, Information and Technology

Minutes of Usage. Monthly average of outgoing and incoming traffic in minutes per average number
of users in the period

Mobile Switching Centre

Egyptian National Telecommunications Regulatory Authority

Subscriber Acquisition Cost.

Small Medium Enterprise

Telecommunications penetration expressed as a percentage of population

Voice Over Internet Protocol
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Investor Calendar

January 2007
February 2007

March 2007

April 2007

May 2007

June 2007

July 2007
August 2007
September 2007
October 2007
November 2007

December 2007

- Bond Coupons Distribution (Thursday 1%

- Full Year Results 2006 (Tuesday 13™)

- Annual General Assembly Meeting (AGM) (Thursday 29t)
Dividends Distribution (Thursday 26t

First Quarter Results 2007 (Tuesday 15%)

- Bond Coupons Distribution (June 3™)

- Annual Report 2006

Half Year Results 2007 (Wednesday 15t)

Bond Coupons Distribution

Nine Months Results 2007 (Thursday 15t)

Bond Coupons Distribution

Contacts

Telecom Egypt

Headquarter
26 Ramsis St, Downtown
P.O. Box 795 Cairo,11511

Company e-mail: telecomegypt@telecomegypt.com.eg
Investor Relations e-mail: investor.relations@telecomegypt.com.eg

Company website: http://telecomegypt.com.eg
Investor Relations website: http://ir.telecomegypt.com.eg//
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