
Consolidated Statement of Changes in Equity
For The Financial Year Ended December 31, 2006

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

Balance as of 31/12/2004

Adjustments to retained earnings

Minority interest's share in capital increase

Transferred to reserves 

Dividends for the year 2004

Adjustments to revaluation surplus
 of sold investments

Reducing of other reserves against decrease the land & other assets 
  according to the Extra-ordinary General Assembly resolution on 21/9/2005

Reducing the share capital according to the Extra-ordinary General     
 Assembly resolution on 21/9/2005

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

Transferred to retained earnings

Translation difference adjustments

Net profit for the year 2005

Balance as of 31/12/2005

Adjustments to retained earnings

Minority interest's share in capital increase  of subsidiary company

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

Transferred to reserves

Dividends for the year 2005

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

Transferred to retained earnings

Translation difference adjustments

Net profit for the year 

Balance as of 31/12/2006

Paid up
capital

LE (000)

17 112 149

_

_

_

_

_

_

( 41 433)

_

_

_

_

17 070 716
_

_

_

_

_

_

_

_

_

17 070 716

Legal
reserve

LE (000)

322 347

_

_

51 390
_

_

_

_

29

_

_

_

373 766
_

_

45

93 064
_

_

_

_

_

466 875

Other
reserves

LE (000)

4 308 086

_

_

410 014
_

_

(1 723 339)

41 433

_

_

_

_

3 036 194
_

_

_

650 000

_

104 629

_

_

_

3 790 823

Fair value
reserve

LE (000)

16 819

_

_

_

_

( 10 005)

_

_

_

_

_

_

6 814
_

_

_

_

_

_

_

_

_

6 814

Retained
earnings

LE (000)

413 705

( 11 742)

_

_

( 25 901)

10 005

_

_

455

15 504

9

_

402 035

( 2 605)

_

479
_

( 1 394)

_

402 639

68
_

801 222

Translation
difference

adjustments

LE (000)

(  34)

_

_

_

_

_

_

_

_

(  53)

9

_

(  78)

_

_

_

_

_

_

(  4)

(  103)
_

(  185)

Net
profit

LE (000)

1 025 167

_

_

( 461 404)

( 548 312)

_

_

_

_

( 15 451)

_

2 097 275

2 097 275

_

_

_

( 743 064)

( 951 576)
_

( 402 635)

_

2 426 877

2 426 877

Total equity 
attributable to 

equity holders of
the parent
LE (000)

23 198 239

( 11 742)

_

_

( 574 213)

_

(1 723 339)

_

484

_

18

2 097 275

22 986 722

( 2 605)

_

524

_

( 952 970)

104 629

_

 (  35)

2 426 877

24 563 142

Minority
interest

LE (000)

17 940

_

2 661

_

(  834)

_

_

_

(  484)

_

(  6)

2 754

22 031

(  225)

12 904

(  524)

_

( 2 246)

_

_

4

2 895

34 839

Total
equity

LE (000)

23 216 179

( 11 742)

2 661

_

( 575 047)

_

(1 723 339)

_

_

_

12

2 100 029

23 008 753

( 2 830)

12 904

_

_

( 955 216)

104 629

_

 (  31)

2 429 772

24 597 981

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 

to Law No.153 of 1980. Effective from 27/3/1998 and pursuant to law No.19 of 1998, the legal form of 

(ARENTO) was amended after the revaluation of its assets on 26/3/1998 to become an Egyptian Joint 

Stock company under the name of Telecom Egypt Company (TE) subject to the provisions of the Company 

Law No. 159 of 1981 and Capital Market law No. 95 of 1992.

- Purpose of the company

The main purpose of the company includes:

- Establishing and operating telecommunications networks.

- Providing telecommunications services.

- Operating and maintaining the networks, equipment and machinery necessary to provide the services.

-  Executing projects necessary to accomplish its purposes.

- Cooperating with international companies and organizations to connect the Arab Republic of Egypt with 

   the world.

By virtue of the approval of the company’s Extra-Ordinary General Assembly held on 6/12/2005, the 

following activities were added to its objectives: “real estate investment for serving its purposes, and 

executing its projects and in order for the company to achieve its purposes, it is entitled to establish or 

participate in establishing new companies or existing companies operating in the same, complementary 

or related activities. Annotation to this effect was made in the commercial registry on 16/1/2006.

2- SCOPE OF THE CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements include the parent company and subsidiaries under its control as 

it holds more than 50% of their capitals.

The following listing of subsidiaries is included in the consolidated financial statements:

Subsidiaries name Percentages share %

TE Data – S.A.E.

The Egyptian Telecommunication Company for 
 Information Systems (Xceed) – S.A.E

Middle East Radio Communication ( MERC) – S.A.E.

Centra Technologies – S.A.E.

TE Data – S.A.E.

The Egyptian Telecommunication Company for 
 Information Systems (Xceed) – S.A.E

Middle East Radio Communication ( MERC) – S.A.E.

Centra Technologies – S.A.E.

95.04 %

97.66 %

51.00 %

58.76 %

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 

Egyptian Accounting Standards and in the light of the provisions of applicable Egyptian laws and regulations.

3-1-2  Consolidation basis

- Consolidated financial statements were prepared by combining similar items of assets, liabilities, equity, 

  revenues and expenses stated in the financial statements of the parent company and its subsidiaries.

- The carrying amount of the parent company’s investment in each subsidiary and the parent company’s 

  portion in the equity of each subsidiary are eliminated.

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

- Minority interests in the net equity and net profits of subsidiaries controlled by the parent company was 

  included in a separate item in the equity caption in the consolidated balance sheet, and it was calculated 

  at the equivalent of the carrying amounts of their portion in the net assets of subsidiaries on the            

  consolidated balance sheet date.

3-2  Foreign currency translation

The company and some of its subsidiaries maintain its books of accounts in Egyptian Pound. Transactions 

denominated in foreign currencies are recorded at the declared exchange rates at the date of transactions. 

At the consolidated financial position date, monetary assets and liabilities denominated in foreign currencies 

are retranslated at the exchange rates declared by the banks dealing with the company and its subsidiaries. 

The exchange differences are recorded in the consolidated income statement for the year.

3-3 Financial statements translation for foreign operations

TE Data Jordan, wholly owned by TE Data Egypt – a subsidiary company – keeps its accounting records

in Jordanian Dinar and Xceed Middle East FZ-LLC (Dubai), Wholly owned by The Egyptian Telecommunication 

Company for Information Systems (Xceed) –  a subsidiary company – keeps its accounting records in 

AED. Assets and liabilities are translated to Egyptian Pound at the foreign exchange rate in effect at the 

date of the balance sheet date. Revenues and expenses are translated to Egyptian Pound at rates 

approximating to the foreign exchange rate ruling at the date of transactions. The share of the parent 

company in cumulative translation adjustments is recorded in a separate item under the caption of equity 

in the consolidated balance sheet.
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