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

(ii) 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.

(iii) 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.
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