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Translation from Arabic

Auditor's Limited Review Report

To The Board of Directors Of Telecom Egypt Company

We have performed a limited review on the accompanying balance sheet of Telecom
Egypt Company - an Egyptian joint stock company — as of March 31, 2005 and the
related statements of income, cash flows and changes in equity for the financial period
then ended. These financial statements are the responsibility of the company's
management. Our responsibility is to issue a report on these financial statements
based on our review.

Our review was made in accordance with the Egyptian Standards on Auditing relating
to the limited review. This standard requires that we plan and perform the review to
obtain reasonable assurance that the financial statements are free of material
misstatement. Our review work is limited to obtaining the required information from
company's personnel and analytical procedures applied for financial data and thus
provide less assurance than the audit procedures applied according to the Egyptian
Standards on Auditing for the purpose of issuing an opinion on the financial statements
and accordingly, we do not express this opinion.

Based on our limited review for the financial statements of Telecom Egypt Company
for the period ended March 31, 2005 nothing has come to our attention that causes us
to believe that the accompanying financial statements are not presented fairly in all
material respects in accordance with Egyptian Accounting Standards.

(KPMG Hazem Hassan)

Cairo, May 9, 2005



Translation from Arabic

Telecom Egypt Company
(An Egyptian Joint Stock Company)
Financial Position
As of March 31, 2005

Note 31/3/2005 31/12/2004

Assets No. L.E.(000) L.E.(000)
Long Term Assets
Fixed assets (net) 4 22 924 367 23534 178
Projects in progress 5) 1672434 1314014
Investments in subsidiaries & affiliates (6-1) 1362 427 693 993
Investments available for sale (6-2) 111 024 161 763
Other debit balances - long term @) 1200 000 1 600 000
Other assets 8 124 763 131 610
Total Long Term Assets 27 395 015 27 435 558
Current Assets
Inventories C)] 366 277 410819
Trade receivables (10) 2567 414 2 600 848
Debtors and other debit accounts (1) 2 248 599 1865171
Cash at banks and on hand (12) 500 727 1093073
Total Current Assets 5683017 5969 911
Current Liabilities
Provisions (13) 1517 888 1507 828
Loans installments and facilities due within one year (14) 721 681 1 009 650
Banks overdraft 767 826 1520 220
Suppliers (15) 25 765 57 393
Creditors and other credit accounts (16) 3030 699 2 629 845
Total Shareholders' Equity 6 063 859 6 724 936
Excess of current liabilities over current assets ( 380 842) ( 755 025)
Total investments 27014173 26 680 533
Financed as follows:-
Shareholders' Equity & Liabilities
Shareholders' Equity
Paid up capital @an 17 112 149 17 112 149
Reserves 5097 197 4 646 755
Retained earnings 396 380 412 276
Net profit for the period / year 373118 1008 663
Total Current Liabilities 22978 844 23179 843
Long Term Liabilities
Loans and credit facilities (14) 1980 805 3 445 986
Bonds loan (29) 2 000 000 —
Creditors and other credit balances (16) 54 704 54 704
Total Long Term Liabilities 4 035 509 3500 690
Total Shareholders' Equity and Liabilities 27 014 353 26 680 533
* The accompanying notes form an integral part of these financial statements.

Chairman Deputy chairman for Head of the

Financial & Commercial financial sector

Eng./Akil Beshir Acc./Ali Salama Acc./Ali Barakat
Auditor's Limited Review Report "Attached"

(KPMG Hazem Hassan)



Translation from Arabic

Telecom Egypt Company
(An Egyptian Joint Stock Company)
Income Statement
For The Financial Period Ended March 31, 2005

For the For the
Financial Period Financial Period
From 1/1/2005 From 1/1/2004

Note To 31/3/2005 To 31/3/2004
No. L.E.(000) L.E.(000)
Operating Revenues
Sales of services (18) 1930 681 1861 278
Sales of telephone sets & directories 30191 48 245
Other operating revenues 22797 17 204
1983 669 1926 727
Operating Expenses
Interconnection fees (19) 285691 268 336
Fuel 10 479 10 099
Spare parts 40 744 26 678
Maintenance 16 294 11141
Satellite subscriptions 6 193 6 917
Depreciation & Amortization 685 932 603 503
Cost of telephone sets & directories sold 36 335 57 433
Other operating costs (20) 210 082 187 220
1291 750 1171 327
Gross Operating Profit 691 919 755 400
Other Operating Expenses
General & administrative expenses (21) 197 945 155 152
Provisions (13) 12 189 61 447
210 134 216 599
Net Operating Profit 481 785 538 801
Other Income / (Expenses)
Interest income 5667 1300
Income from investments 25 800 3 000
Interest expenses (107 452) (1104 397)
Other (expenses) revenues (22) (22 158) 12 376
Foreign exchange gain 181 722 19 495
Impairment of long term investments — (1432)
Gain on sale of investments 20941 —
Gain on sale of fixed assets — 44
104 520 (69 614)
Net profit for the period before tax 586 305 469 187
Income tax expense for the period 213 187 28 926
Net profit for the period after tax 373 118 440 261
Earnings per share (L.E./Share) (25) 2.18 2.57

* The accompanying notes form an integral part of these financial statements.

Auditor's Limited Review Report "attached"



Telecom Egypt Company

Translation from Arabic

(An Eqgyptian Joint Stock Company)

Statement of Cash Flows

For The Financial Period Ended March 31, 2005

Cash flows from operating activities

Cash receipts from trade receivables

Sales tax collected from receivables

Stamp tax and fees collected (from third party)
Deposits received from receivables

Cash paid to suppliers

Cash paid to employees

Cash paid on behalf of employees

Dividends paid to shareholders & employees
Cash generated from operations

Interest paid

Payments to Tax Authority

Payments to sales Tax Authority

Other proceeds /(payments) net

Net cash provided by operating activities

Cash flows from investing activities

Payment for purchase of property, plant and equipment
and projects in progress

Proceeds from sale of fixed assets

Payments for purchase of investments

Interest received

Dividends received

Net cash used in investing activities

Cash flows from financing activities
Payments of long-term loans
Payments of banks - overdraft
Proceeds from long - term loans
Proceeds from long - term bonds
Payments of capital lease liabilities
Net cash used in financing activities

Net (Decrease) Increase in cash and cash equivalent
Cash and cash equivalent at the beginning of the period
Cash and cash equivalent at the end of the period

For the

For the

Financial Period Financial Period

From 1/1/2005

From 1/1/2004

To31/3/2005  To 31/3/2004

L.E.(000) L.E.(000)
1 600 527 1571 105
105 150 78 741
52 242 42 407
18 706 5 484
(227 651) (229 826)
(226 119) (206 049)
(65 514) (58 864)
(207 065) (143 266)
1050 276 1059 732
(173 335) (113 107)
(78 399) (64 225)
(140 015) (127 244)
8 234 74 498
666 761 829 654
(379 386) (364 242)
_ 948
(539 251) (1050)
2 053 34 944

76 801 _
(839 783) (329 400)
(1 679 503) (393 099)

(763 351) _

29 531 _

2 000 000 —
(6 001) (2 708)
(419 324) (395 807)
(592 346) 104 447
1093 073 147 869
500 727 252 316

* The accompanying notes form an integral part of these financial statements.

Auditor's Limited Review Report "attached"
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Telecom Egypt Company
(An Egyptian Joint Stock Company)
Statement Of Changes In Shareholders' Equity

For The Financial Period from January 1, 2005 to March 31, 2005

Translation from Arabic

Share Legal Other Revalution Retained Net Total
Capital Reserve Reserves Reserve Earnings Profit
L.E.(000) L.E.(000) L.E.(000) L.E.(000) L.E.(000) L.E.(000) L.E.(000)

Balance as of 1/1/2004 17 112 149 267 485 4134 359 19 081 218 571 1087 305 22 838 950
Transferred to reserves — 54 365 218571 — — (272 936) —
Reducing other reserves according to — — (44 844) - — — (44 844)

the Extra-ordinary General Assembly

Meeting on 29/3/2005
Adjustment of the revaluation surplus — — — (2262) 2 262 — —

of sold investments
Dividends for the year 2003 — — — — — (622 926) (622 926)
Transferred to retained earnings — — — — 191 443 (191 443) —
Net profit for the year 2004 — — — — — 1008 663 1008 663
Balance as of 31/12/2004 17 112 149 321 850 4 308 086 16 819 412 276 1 008 663 23179 843
Transferred to reserves — 50433 410 014 — — (460 447) —
Dividends for the year 2004 — — — — (25901) (548 216) (574 117)
Adjustment of the revaluation surplus

of sold investments — — — (10 005) 10 005 — -

Net profit for the period — — — — — 373118 373118
Balance as of 31/3/2005 17 112 149 372 283 4718 100 6 814 396 380 373118 22 978 844

* The accompanying notes form an integral part of these financial statements.

Auditor's Limited Review Report "attached"
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Translation from Arabic

Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notes to the Financial Statements
For The Financial Year Ended December 31, 2004

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 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.

2. BASIS FOR THE PREPARATION OF THE FINANCIAL
STATEMENTS

The financial statements are prepared in accordance with the Egyptian
Accounting Standards and in the light of the provisions of applicable
Egyptian laws and regulations.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes to the financial statements
for the financial period ended March 31, 2005

Translation from Arabic

3. SIGNIFICANT ACCOUNTING POLICIES APPLIED

3.1

3.2

3.3

3.4

3.4.1

Foreign currency translation

The company maintains its books of accounts in Egyptian pounds.
Transactions denominated in foreign currencies are recorded at the
declared exchange rates at the date of transactions. At the 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 at that date. The exchange differences are
recorded in the income statement.

Fixed assets and depreciation

Fixed assets are carried at cost less accumulated depreciation and any
accumulated impairment losses and are depreciated using the straight-line
method over the estimated useful lives of each type of assets as follows: -

Description Estimated Useful life
Buildings & constructions 10 - 50 Years
Machinery & equipment 6 - 20 Years
Means of transportation 5-10 Years
Tools and supplies 1 -8 Years
Office furniture and fixtures 3-10 Years

Projects in Progress

This item represents the amounts incurred for projects in progress till be
ready for its intended use in operations. Then, it is transferred to fixed
assets.

Long term investments

Investments in Subsidiaries and affiliates

Investments in subsidiaries are stated at cost. In case of the existence of
impairment in the carrying amounts of these investments, the related
investment is reduced by this impairment loss, and charged to the income
statement for the period.

Auditor’s Limited Review Report “attached”
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Telecom Egypt Company
Notes lo the financial statements
for the financial period ended March 31, 2005

Translation from Arabic

3.4.2 Available-for-Sale Investments

3.5

3.6

37

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).

- Investments that are not listed in the stock exchange are re-measured
at cost or computed value, calculated in 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.

- 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 the 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.

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 should be included in the net profit or loss for the
period in which it arises.

Other assets amortization

This item represents the usufruct for lands occupied by the company and
the usufruct for cables circuits. These other assets are amortized over an
estimate from (10-20) years provided that their useful lives do not exceed
the period of the usufructs.

Inventories

Inventories of goods purchased for resale are valued at the lower of cost
or net realizable value. Inventories of spare parts and materials are valued
at cost. Obsolete or slow moving items are written down to their
replacement value. Cost is determined using the weighted average
method.

Auditor’s Limited Review Report “attached™

cFs



Telecom Egypt Company
Notes to the financial statements
for the financial period ended March 31, 2005

Translation from Arabic

3.8 Accounts, notes receivable, debtors & other debit accounts

3.9

3.10

3.11

3.12

3.13

Receivables, debtors & other debit accounts are stated at nominal value
less write downs 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.

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
balance sheet date and amended when necessary to reflect the best current
estimate.

Borrowing cost

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

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.

Revenue recognition

- Revenues from sales of services are recognized when services are
rendered.

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

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. 23).

Auditor’s Limited Review Report “attached”
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