

























































































Telecom Egypt Company

(An Egyptian Joint Stock Company)

Notes to the interim consolidated financial statements Prepared in accordance with (IFRSs)

For the nine months ended September 30, 2013

Finance lease liabilities

Finance lease liabilities are payable as follows:
=

[inimu Minimum lease
In thousands of Egyptian Pound payments Interest Principal
31/12/2012 31/12/2012 31/12/2012
Less than one year 1144 47 1097
Between one and two years 61 1 60
1205 48 1157

Under the terms of the lease agreements, no contingent rentals are payable.
25, Deferred income

Deferred income classified as non-current liabilities consists of the non-current portion of deferred grants in the amount of
LE 13 589 K at September 30, 2013 (2012: LE 20 281 K).

Deferred income classified as current liabilities amounting to LE 165 638 K at September 30, 2013 (2012: LE 25 418 K)
consists of LE 156 715 K rental income paid in advance by the mobile operators for transmission services and LE 8 923K
represents deferred grants, which will be recognized as income next year.

26. Trade and other payables

In thousands of Egyptian Pound 31 December 2012
Trade payables:

Trade payables due to equity accounted investees 793
Local suppliers 173 650
Notes payable 3248

177 691

Other payables:

Tax Authority ( taxes other than income tax ) 83153
Tax Authority - income tax 626 153
Deposits from others 652918
Customers advances 390 113
Accrued expenses 757 880
Fixed assets creditors 166 114
Other credit balances 884 078

3738100
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Telecom Egypt Company

(An Egyptian Joint Stock Company)

Notes to the interim consolidated financial statements Prepared in accordance with (IFRSs)
For the nine months ended September 30, 2013

27. Provisions

In thousands of Egyptian Pound Note 31 December 2012
Taxes Claims  Warranties Total
Balance at 1 January 285116 67 103 170 352389
Provisions formed 65 679 31018 s 96 697
Provisions used (114 132) = = (114 132)
Provisions reversed - ( 293) ( 146) ( 439)
236 663 97 828 24 334515

Balance at end of the period / year

As at September 30, 2013 provisions are mainly related to taxes, lawsuits, and expected social insurance claim in respect of contracts concluded with suppliers

28. Financial instruments

The Group’s principal financial instruments comprise of cash and cash equivalents, available- for- sale investments, borrowings, finance lease obligations 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 and other receivables and trade and other payables 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 credit risk, liquidity risk, foreign currency risk and interest rate risk

() Credir risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the reporting date was:

Carrying amount
In thousands of Egyptian Pound Note 2012
Available-for-sale investments 16 99319
Trade and other receivables 20 3719927
Cash at banks and cash equivalents 21 6331 061
10 150 307
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Telecom Egypt Company
{An Egyptian Joint Stock Company)

Notes to the interim consolidated financial statements Prepared in accordance with (IFRSs)
For the nine months ended September 30, 2013

The following table shows the movement in the allowance for impairment of trade and other receivables:

31 December 2012

In thousands of Egyptian Pound

At January 1 2582 920

Exchange differences 309

Additions (allowances recognized as an expense) 185 407

Used (47 773)
2720 863

At the end of the period / year

(7)) Liguidicy risk

The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining year at the financial position to the
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.

In thousands of Egyptian Pound Carrying One year From 1-2 From 3-5 More than

Amoun or less Years Years five years

December 31, 2012

Trade and other payables 3738100 3738 100 - - -
Other payables 55 883 & = 2 55 883
Borrowings 637 845 128 575 86390 153 808 269072

4431828 3866 675 86 390 153 808 324 955
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Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notes to the interim consolidated financial statements Prepared in accordance with (IFRSs)
For the nine montihs ended September 30, 2013

29.

(iv)  Sensitivity analysis
A 10 % strengthening of the foreign currencies against the EGP as of 30 September, 2013 would have
increased profit by the amounts LE 225 756 K (L.E 259 729 K as of December 31, 2012). This analysis is
based on foreign currency exchange rate variance that the group considered to be reasonably possible at
the end of reporting period this analysis assumes that all other variables, in particular interest rates, remain
constant. The analysis is performed on the same basis for 2012,

A 10 % weakening of the foreign currencies against the EGP at 30 September, 2013 would have had the
equal but opposite effect on the foreign currencies to the amounts shown above, on the basis that all other
variables remain constant.

(v) Interest rate risk
Interest rate risk is the risk that the value of financial instrument will fluctuate due to changes in

market interest rates.

At the reporting date the interest rate profile of the company’s interest-bearing financial instruments were:

in thousands of Egyptian Pound 31 December 2012

Fixed rate instruments

Financial assets — deposits 2433177

Financial liabilities - (Interest-bearing loans ) 637 845
3071022

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 Vodatone Egypt, and Consortium Algerian 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, Consortium Algerian de Telecommunications (CAT) and Egypt Trust
which were accounted for using the equity method of accounting and are not listed in the Stock Exchange.

Interest-bearing lpans
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.
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Telecom Egypt Company
(An Egyptian Joint Stock Company)

Notes

to the interim consolidared financial statements Prepared in accordance with (IFRSs})

For the nine months ended September 30. 2013

36.

31.

@

32.

Interest rates used for determining fair value.
The entity uses the government yield curve as of September 30, 2013 plus an adequate constant credit spread to
discount financial instruments. The discount rate for minimum lease liabilities and receivables is 14%.

Capital commitments
The company’s capital commitments for the unexecuted parts of contracts until September 30, 2013 amounted

to LE 56.33 millien against LE 31.43 million as at December 31, 2012 (includes LE 3. 5 million represents the
uncalled installments of investees’ share in capital). These commitments are expected to be settled in the
following financial year except for the uncalled installments of investees’ share in capital, which shall be settled
when required by the Board of Directors of those investees companies.

Contingencies

31 December 2012
94 807
93 737

In thousands of Egyptian Pound
Letters of guarantee issued by banks on behalf of the Group
Letters of credit

Letters of guarantee issued by banks on behalf of the group on September 30, 2013 includes letters
of guarantee against restricted cash and cash equivalent — Note no. 21.

Related parties

Identity of related parties

The Group has a relationship with its associate Vodafone Egypt and Consortium Algerian de Telecommunications
(CAT).

Transaction with Associates

During the financial period ended September 30, 2013, fixed to mobile interconnection, audio text fees and sale

of products and services in favor of Vodafone Egypt LE 837 584 K . Lease of company’s premises and towers in
favor of the group, transmission and international calls amounted to LE 663 532 and the balance due to
Vodafone Bgypt at September 30, 2013 amounted to LE 30 960 K (Note 20) and LE 1 029 K (Note 26)
respectively.

33. Group entities
Control of the Group
The Group’s nltimate parent company is Telecom Egypt

gt

Country of L
; ] Ownership interest
incorporation
31 December
2012
Telecom Egypt France France 160.00
T. E. Data Egypt 99.99
T.E. Data Jordan Jordan 99.99
TE Investment Holding Egypt 99.99
The Egyptian Telecommunication Company for Information Egypt 97.66
Systems (Xceed)
Xceed Customer Care Maroc - indirect ownership Morocco 97.66
Cenltra Technologies Egypt 58.76
Centra Distribution Egypt 58.74
Egypt 38.63
Egypt 51.00
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Telecom Egypt Company
{(An Egvptian Joint Stock Company}

Notes to the interim consolidated financial statements Prepared in accordance with {(IFRSs)
For the nine months ended September 30, 2013

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

ik Keeed Customer Care Maroo - are fully owned subsidiaries by The Egyptian Telecommunication Company
for Information Systems (Xceed).

#kk  Centra Technologies participates in Centra Industries and Centra Distribution - subsidiaries - with 95.78%,
99.98% respectively of its share capital.

34. Claims and litigations

The Company’s external legal advisor’s opinion is that the following cases are still in preliminary stage; hence the
final outcome cannot currently be reliably estimated.

34.1 Interconnect agreement with mobile companies

Telecom Egypt had filed a complaint before the Dispute Resolution Board of the National Telecommunication
Regulatory Authority (NTRA) requesting the application of interconnection rates with the mobile operators
{Mobinil and Vodafone), for the implementation of the law’s obligation and signed agreement between Telecom
Egypt and each of Mobinil and Vodafone. On September 3,2008 The NTRA issued a decision in favor of Telecom
Egypt and amended on December 31,2009 and on January 14,2010, the mobile operators (Vodafone and Mobinil)
had appealed to the administration cowrt between the mobile operators and the National Telecommunication
Regulatory Authority (NTRA) and the two appeals are still in progress, knowing that Vodafone is still applying
the interconnection rates mentioned in those agreements till the appeal is resolved, However, Mobinil company
do not apply those interconnection rates, knowing that Telecom Egypt is not part of the filed appeal between
Mobinil and against the (NTRA) to repeal the previous mentioned Decision. On September 2009, Mobinil had
filed the Arbitration Case no. 644/2009 requesting the application of the interconnection rates mentioned in the
signed agreements with Telecom Egypt as an objection to evade the (NTRA) mentioned decisions claiming that
Telecom Egypt made a contract violation and as a compensation to resort to the (NTRA) and not to conclude the
services agreement related to the Transmission and International portals and the compensation of this violation.
On October 2009, Telecom Egypt had filed the Arbitration Case against Mobinil and filed the Arbitration Case
no. 630/2009 against Vodafone, that’s where Telecom Egypt’s management belicves that these two companies
calculate Telecom Egypt with rates exceeds the rates where these two companies are dealing with each other and
this violate the ariicle no.(}3) from the interconnection agreement between Telecom Egypt and these two
companies and stitl those cases before the arbitral courts. Telecom Egypt’s external legal counselor believe that
the company’s legal position is grounded on the interconnection agreement, and in the light of the
telecommunication law in both cases.

According to the external legal counselor’s opinion the company recognize its revenues and its costs related to the
interconnection service with mobile operators according to the decisions released by the National
telecommunication Regulatory Authority and that’s till the dispute is resolved.

The amount in dispute as per the company’s record between Telecom Egypt and both company " Mobinil ,
Vodafone " for the period from September 3, 2008 to the end of September 2013 is an amount of LE 941 193 K.

34.2 Other claim

The Company has filed an arbitration case against an investee, in which the Company owns 25%, claiming
compensations for breach of obligations stipulated in a revenue sharing agreement concluded between the
Company and the investee and requesting the termination of the said agreement Also, the investee has filed a
counter arbitration case against the Company claiming compensation for an alleged breach of obligations
stipulated in the same agreement.

Also, the company has filed an arbitration claim against the prepaid cords companies which filed a counter claim
against telecom Egypt and all these claims are still under inspection as Cairo regional center commercial
arbitration.
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{An Egvptian Joint Stock Company)

Notes to the interim consolidated financial statements Prepared in accordance with (IFRSs)

For the nine months ended September 30, 2013

35.

Comparative figures

- Statement of comprehensive income effect

Reclassification was made on Operating costs , General and administrative expenses and Selling and

distribution expenses.

For the ninc months

cnded September, 30
[n thousands of Egyptian Pound 2012
As previously
presented
Operating costs 4333773
General and administrative expenses I 079 367
Selling and distribution expenses 719 464

Reclassification
Debit Credit
1150 -
- 2895
1745 -
2895 2 895

For the ninc months
ended September, 30

2012

Reclassified

4334 923

1076672
721209
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