
















Auditor�s
Report

KPMG Hazem Hassan
Public Accountants & Consultants

Telephone    : (202) 539 22 33 - 539 22 77
Telefax          : (202) 539 23 03 - 539 23 05
E-Mail            : egypt@kpmg.com.eg
Postal Code :( 12111 Pyramids)

To The Shareholders� of Telecom Egypt Company,

We have audited the accompanying Balance Sheet of Telecom Egypt Company (An Egyptian Joint Stock
Company) as of December 31, 2002 and the related 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 statement 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.

In our opinion, the financial statements referred to above together with the notes attached   thereto present fairly,
in all material respects, the financial position of the company as of December 31, 2002 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.

The  company keeps proper accounting records which include all that is required by law and the statutes of the company,
and the accompanying financial statements are in agreement therewith. The inventories count was performed by the
company's management in accordance with methods in practice.

The financial information contained in the report of the Board of Directors prepared in conformity with the company�s law
No.159  for 1981 and its executive regulations is in agreement with the company�s accounting records
within the limits that such information is recorded therein.

Cairo, 21 May, 2003 (KPMG Hazem Hassan)

Member Firm of
KPMG International
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KPMG Building
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Km 22 Cairo/Alex Road
Giza - Cairo - Egypt



Balance
Sheet

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)Note No.

Assets
Long Term Assets

Projects in progress
Long term investments
Other assets (net)

(4)
(5)
(6)
(7)

22 117 028
  1 954 484

230 094
183 980

19 567 369
3 654 241

191 403
208 432

Total Long Term Assets 24 485 586 23 621 445

Current Assets
Inventories
Trade receivables
Debtors and other debit balances
Cash on hand and at banks

(8)
(9)
(10)
(11)

    281 244
2 015 571
3 009 108

219 578

     281 310
2 463 601
1 323 019

513 428

Total Current Assets 5 525 501  4 581 358

Total Assets 30 011 087  28 202 803

Shareholders� Equity & Liabilities
Shareholders� Equity
Share capital
Reserves
Retained earnings
Net profit for the year

(12)  17 112 149
   3 416 248

968 307
790 871

      17 112 149
3 349 335

-
1 337 611

Total Shareholders� Equity 22 287 575 21 799 095

Long Term Liabilities
Loans and facilities
Creditors and other credit balances

(13)
(16)

 3 461 265
132 746

      2 530 848
132 746

Total Long Term Liabilities 3 594 011 2 663 594

Year ended December 31, 2002
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Balance
Sheet

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)Note No.

Current Liabilities
Provisions
Loans installments - due within one year
Banks - credit accounts
Suppliers
Creditors and other credit balances

(14)
(13)

(15)
(16)

1 248 218
1 023 031

148 127
55 001

1 655 124

1 185 176
820 033

-
45 993

1 688 912

Total Current Liabilities 4 129 501 3 740 114

Year ended December 31, 2002

Total Liabilities 7 723 512 6 403 708

Total Shareholders� Equity and Liabilities 30 011 087 28 202 803

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

Chairman Vice Chairman for
Financial, Commercial &
Administrative Affairs

Auditor�s Report �Attached�

(KPMG Hazem Hassan)
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Income

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)Note No.

Operating Revenues
(17) 6 012 658

  162 330
43 672

5 924 791
130 795
32 245

6 218 660 6 087 831

Operating Expenses

(18)     1 010 726
45 649
54 527
52 107

     1 036 458
46 107
45 216
30 167

3 924 313  3 551 315

Year ended December 31, 2002

Sales of services
Sales of telephone sets & directories
Other operating revenues

Interconnection fees
Fuel
Spare parts
Maintenance
Satellite subscriptions
Depreciation & Amortization
Cost of telephone sets & directories sold
Other operating cost

    34 174
1 991 500

142 520
593 110(19)

     34 611
1 677 744

117 702
563 310

2 294 347  2 536 516

Gross Operating
Other Operating Expenses

General & administrative expenses
Provisions

(20)
(14)

(14)

590 312
  420 444

463 270
  364 490

1 010 756  827 760

Operating Profit
1 283 591  1 708 756

Statement

Gross Operating Profit

Operating Profit
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Income

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)Note No.

Year ended December 31, 2002

Operating Profit
Other Income (Expenses)

(21)

    30 189
13 595

(262 581)
(86 618)

Interest income
Income from investments
Interest expenses
Other expenses / income
Foreign exchange losses
Impairment of long term investments
Loss on disposal of fixed assets

    (145 221)
(21 158)
(20 926)

    70 515
14 753

(172 646)
(91 041)

    (164 418)
(26 577)
(1 731)

(492 720)  (371 145)

790 871  1 337 611Net Income for the year

Statement

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

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

Cash flows from operating activities

5 773 855
 (763 452)
(631 649)

4 455 974
(841 113)
(554 462)

4 378 754 3 060 399

    (197 178)
(292 132)
(225 638)

(1 666 031)

    (42 408)
(600 816)
(249 072)
(786 083)

Year ended December 31, 2002

Cash receipts from sales of services
Cash paid to suppliers
Cash paid to employees

Cash flows from financing activities
Payment of long-term loans
Proceeds from long-term loans

(1 478 798)
  1 187 924

(719 071)
100 000

(290 874)  (619 071)

1 283 591  1 708 756
Net decrease in cash and cash equivalents

219 578  513 428

Interest paid
Payment to Tax Authority
Payment to Sales Tax Authority
Other (payments) / proceeds-net

1 997 775 1 382 020

Cash generated from operations

Cash flows from investing activities

(1 952 787)
  (72 408)

24 444

(1 723 012)
(22 738)

72 064

6 218 660 6 087831
Net cash used in investing activities

Purchase of property, plant and equipment
and project in progress
Purchase of investments
Interest received

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

(293 850)
  513 428

(910 737)
  1 424 165

Net cash used in financing activities

(2 000 751)  (1 673 686)

Net cash provided by operating activities

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

Cash Flows
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Statement Of Change

Share
Capital

L.E(000)

Legal
Reserve
L.E(000)

Year ended December 31, 2002

17 112 149 161 061

-
-
-
-
-

Balance as of 1/1/2001
Transferred to reserves
Dividends for the period ended 31/12/2000
Added to reserves
Net profit for the year 2001

Transferred to reserves
Dividends for the year ended 31/12/2001
Transferred to retained earnings
Added to reserves
Net profit for the year 2002

17 112 149
-
-
-
-

17 112 149 227 942

Balance as of  31/12/2001

66 881
-
-
-
-

Balance as of 31/12/2002

Net
Profit

L.E(000)

Total

L.E(000)

  1 337 611 21 799 095

(66 881)
(302 423)
(968 307)

-
790 871

-
-
-
-

1 337 611

20 644 527
-

(205 369)
22 326

1 337 611

      790 871 22 287 575

-
(302 423)

-
32

790 871

Revalution
Reserve
L.E(000)

Retained
Earnings
L.E(000)

       22 254             -

-
-
-
-
-

-
-
-

22 254
-

884 644
(679 275)
(205 369)

 -
 -

22 254 968 307

-
-

968 307
-
-

3 166 020

-
-
-
    32
-

2 530 906
635 042

-
72

-

3 166 052

Other
Reserves
L.E(000)

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

In Equity

116 828
44 233

-
-
-



Appropriation
Account

2002
L. E. (000)

2001
L. E. (000)

790 871
968 307

1 337 611
-

1 759 178 1 337 611

Year ended December 31, 2002

Net profit for the year
Retained earnings brought forward from previous year

66 881
-

243 000
59 423

968 307

Legal reserve
General reserve
Shareholders� Dividends
Employees� share in profit
Retained earnings carried forward to next year

1 759 178 1 337 611

39 544
968 307
480 000
55 930

215 397

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

Net profit available for distribution

Distributed as follows:

Audited Financial Report    



 Notes to the Financial

1- BACKGROUND

Year ended December 31, 2002

- Establishment of the company
Arab Republic of Egypt National Telecommunication Organization (ARENTO) was established,
pursuant to Law No.153 of 1980. Effective 27/3/1998 and by the issuance of 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�s law No.159 of 1981 and money market law No.95
of 1992.

- Purposes of the company
The main purposes of the company are :
- Establishing telecommunications networks.
- Providing telecommunications services.
- Operating and maintaining the networks, equipment and machinery necessary to provide the
   services.
- Establishing projects necessary to accomplish its purposes.
- Co-operation with international companies and organizations to connect the Arab Repuplic 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 provisions of applicable Egyptian laws and regulations.

3- SIGNIFICANT ACCOUNTING POLICIES APPLIED

3-1 Foreign currency translation
The company maintains its book of accounts in Egyptian pounds. Transactions denominated in
foreign currencies are recorded at the official exchange rate at the date of transaction. At
balance sheet date, monetary assets and liabilities denominated in foreign currencies are
re-translated at the prevailing exchange rates at that date. The exchange differences are
recorded in the income statement.

During 2002, the Egyptian pound suffered a devaluation in its value against the foreign
currencies which caused foreign exchange losses. The company�s management decided to
apply the allowed alternative treatment according to paragraphs 20 & 47 of the Egyptian
Accounting Standard No. 13, which allows to include the foreign exchange losses which
result directly from the aquisition of an asset in foreign currency in the carrying amount
of the related assets. Therefore, the company capitalized L.E. 224 699 K as part of fixed
assets and L.E. 365 524 K as part of projects in progress during the year 2002, since these
exchanges are directly related to the acquisition of these assets.

  Statements
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3-2 Fixed assets and depreciation
Fixed assets are initially measured at its cost and depreciated using the straight-line method over
their estimated useful lives as follows:-

Description                                            Estimated Useful Life
Buildings & construction                           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
Other assets                                                10  years

3-3 Projects in progress
This item represents the amounts incurred for the construction of fixed assets until they are ready for
use and they are transferred to fixed assets.

3-4 Borrowing cost
The borrowing costs are recognized in the income statement under the �Interest Expenses� account
when incurred.

3-5 Long term investments
3-5-1 Investments in Subsidiaries
Investments in subsidiaries are stated at cost. At each balance sheet date the company assesses
whether there is any indication that the value of each investment is impaired. If such indications
exists, the value of the related investment is reduced by the impairment loss for each investment
which is to be charged to the income statement for the period.

3-5-2 Available-for-sale Investments
Available-for-sale investments are recorded initially at cost and remeasured as follows:-

The listed investments are remeasured at cost or fair value (market value) whichever is lower.
Investments that are not listed in the stock exchange are remeasured at the lower of its carrying
cost or computed fair value, calculated in light of an objective study of its recently approved financial
statements. Any losses resulting from the decline in its market value or computed value are directly
charged to income statement.

The inactive investments (do not have listed price in an active market, or their fair value can not be
reasonably determined) are initially recorded at acquisition cost, and at each balance sheet date,
if there are indications that the value of these investments is impaired, the value of the related investment
is reduced by the impairment loss which is to be charged to the income statement for the period.

Year ended December 21, 2001

    Notes to the Financial
  Statements
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3-8 Revenue recognition
- Revenue from telecommunication services is recognized upon providing the service.
- Income from investments is recognized when dividends of investees are declared.

3-7 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. Cost of obsolete or slow moving
i tems are  wr i t ten  down to their replacement value. Cost is determined using the
weighted average method.

3-9  End of service indemnity
The company contributes to the social insurance system of the Social Insurance Authority for the benefit
of its personnel in pursuance to the Social Insurance Authority law No. 79 of 1975 and its
amendments. The company records this contribution in the � Wages and Salaries account �
in addition to the early retirement scheme which was applied from 1/9/2001 (Note No.22)

3-6 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 remeasured at their fair value (Market value), the revaluation
differences are directly charged to income statement.

3-10 Capital lease agreement
The accrued lease payments and maintenance expenses which are related to the leased assets
are recognized as expenses 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, in such case
these assets would be included as fixed assets at the purchase bargain option amount and
depreciated over the remaining estimated useful life.

3-11 Cash Flows statement
The Cash Flows statement is prepared using the direct method.

3-12 Deferred Taxes
Due to the nature of the Egyptian tax law legislations, applying the principles of the deferred
taxes according to the International Accounting Standards "Taxes on Income" will not usually
result in deferred tax liabilities. Further, if this application results in deferred tax assets it will be
recognized in the financial statements whenever there is a sufficient comfort that these assets will
be realized in the foreseeable future.

Year ended December 21, 2001

 Notes to the Financial
Statements
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Notes to the Financial
Statements

Land
L.E(000)

Buildings &
construction

L.E(000)

Year ended December 31, 2002

4 059 112 13 540 665

-
-
-
-
-

Accumulated depreciation
Accumulated depreciation as of 1/1/2002
Reclassification
Depreciation for the year
Previous year adjustments - depreciation
Accumulated depreciation of disposals

Cost
Cost as of 1/1/2002
Reclassification
Additions to the year
Capitalized foreign exchange losses
Note No.(3-1)
Disposals for the year

4 040 999
-

18 113

-
-

12 000 350
(459 316)
1 931 129

69 102
-

                 - 3 081 682

Total cost as of 31/12/2002

2 358 165
(78 122)
747 620
54 019

-

Accumulated depreciation as of 31/12/2002

Tools
Supplies
L.E(000)

Total

L.E(000)

316 824 29 978 882

136 907
-

43 924
35

-

195 537
-

121 287

-
-

25 185 807
-

4 739 098

224 699
(170 722)

5 618 438
-

1 984 513
386 875

(127 972)

Office
Furniture &

fixtures
L.E(000)

Means of
transportation

L.E(000)

         84 857            31 770

55 759
-

13 087
-

(28 067)

86 416
-

26 568

-
(28 127)

27 583
-

4 187

-
-

20 242
-

4 021
-
-

11 945 654

3 047 365
78 122

1 175 861
332 821
(99 905)

8 834 922
459 916

2 637 814

155 597
(124 595)

Machinery &
equipment
L.E(000)

4- FIXED ASSETS (NET)

4 059 112 10 458 983Carrying amounts as of 31/12/2002

4 040 999 9 642 185Carrying amounts as of 31/12/2001

                180 866 7 861 854

135 958 22 117 028

58 630 19 567 369

7 50744 0787 411 390

24 26340 7794 534 264

7 34130 6575 787 557



Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

5 - Projects In Progress

Land
Buildings and construction *
Machinery and equipment *
Means of transportation
Tools and supplies
Office furniture and fixtures
Advance payments
Letters of Credit

2 209
544 076

1 092 096
1 955
4 588
5 612

234 954
68 994

4 898
1 559 877
1 807 137

17 275
1 898

17 762
245 379

15

1 954 484
23 621 445

61 637  20 012

 93 434

75 023

Year ended December 31, 2002

3 654 241

* Building & construction and machinery & equipment items include an amount of L.E 142 675 K and
   L.E 222 849 K respectively which represents a capitalized foreign exchange losses as disclosed in
   note No . (3-1).

6 - Long Term Investments

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

Participation
       %

Investments In Subsidiaries

- Middle East Radio
  Communication
  (MERC)
- Egyptian Telecommunication
  Company For Information Systems
- Telecom Egypt Data

3 825 3 825

Available For Sale Investments

Participations in foreign satellites
companies & organizations
Investments in other local companies

94 939

76 452

168 457

168 457

230 094

171 391

191 403

51

92.5
92.5

2 312
55 500

2 312
13 875
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Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

7 - Other Assets (Net)

Usufruct for land occupied by TE
leased circuits
Right of way (Flag cable)
Right of way (SMW2, SMW3, Elitar cables)

18 870
82 509
82 618

114 801

19 175
73 833
79 484

121 072

298 781

23 621 445

281 244 281 310

Year ended December 31, 2002

293 564

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

Less : Accumulated amortization at year end 114 801 85 132

183 980 208 432

8 - Inventories

Spare parts
Materials supplies
Telephone sets and directories
Others

144 981
1 307

37 357
79 638

151 428
532

21 299
102 413

263 283 275 672

Add : Letters of credit 17 961 5 638
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Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

10 - Debtors & Other Debit Balances (Net)

Suppliers - debit balances
Deposits with others
Employees loans
Customs authority - deposits
Accrued revenues
Tax Authority
Employees loyalty grant (Note No 22)
Other debit balances*

43 745
969

2 522
826

1 177
34 599
85 822

2 879 312

22 534
1 036
3 764

777
3 408

18 653
       -

1 311 909

3 048 972

23 621 445

Year ended December 31, 2002

1 362 081

Less : Provision for doubtful debts 39 864 39 062

3 009 108 1 323 019

Audited Financial Report    

2 816 991

2 015 571

2 975 093

2 463 601

9 - Trade Receivables (Net)

Governmental sector
Private sector
Foreign telecommunication
companies and organizations

345 724
1 957 763

513 504

334 438
2 180 999

459 656

Less : Provision for doubtful debts 801 420 511 492

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)



Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

Year ended December 31, 2002

168 457

Other debit balances include the following amounts:-

2 679 704 1 217 685

 Description

- Payments  to  the Telecommunication  Regulatory
  Authority  on  account   for  the  license  for  the
 National Mobile Phones Company (NMPC).

- Payments for capital contribution in the National
  Mobile  Phones Company - under  establishment

- Advances for the new building  paid on behalf  of
  the NMPC

- Payments  on the account to  the  Income  Tax
  Authority for the corporate tax  due of the period
  from 27/3/1998 to 30/6/2000.

1 757 600

9 800

32 094

880 210

733 000

-

-

484 685
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Time deposits as of 31/12/2002 include an amount of L.E 98 260 K blocked in favor of some banks
to guarantee the letters of credit granted to the company
(against L.E 178 005 K as of 31/12/2001)

Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

11 - Cash On Hand And At Banks

Banks - time deposits
Banks - current accounts
Cash on hand

182 414
31 112
6 052

439 727
67 026
6 675

219 578

23 621 445

Year ended December 31, 2002

513 428

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

168 457

3 461 265 2 530 848

1 028 591
925 599

1 042 992
1 487 114

12 - Share Capital

The  company�s authorized, issued and fully paid up capital is  determined at  L.E 17 112 149 K
represented in 171 121 490 shares each of par value of L.E 100 wholly owned by the Egyptian
government.

13 - Loans And Facilities

Local loans and local suppliers� facilities
Governmental loans
Foreign loans
Bank and foreign suppliers� facilities

330 313
742 943
846 666

1 430 959

4 484 296 3 350 881

less : Installments due within one year 1 023 031 820 033
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* Provision for obsolete inventory items are netted against their related type of inventory balances.

Notes to the Financial
Statements

Balance as of
1/1/2002
L.E. (000)

Addition
during the year

L.E. (000)

14 - Provisions

Provisions for contingent liabilities
Tax provision
Claims and contingencies
Others

1 061 109
84 352
39 715

136 221
3 428

                 -

Year ended December 31, 2002

1 185 176 139 649

511 492
39 062

550 554

Provisions for doubtful debts
Trade receivables
Debtors and other debit balances

Provisions for obsolete inventory items

279 928
802

280 730

1 753 962 420 444

18 232 65

Reclassification

L.E. (000)

Used
during the year

L.E. (000)

Balance as of
31/12/2002
L.E. (000)

(10 000) 1 248 218

-
(10 000)

-

1 172 330
36 478
39 410

25 000
41 302

305

10 000
-

10 000

801 420
39 864

841 284

-
-
-

- 18 297-

66 607 2 107 799

66 607

-
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Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

15 - Suppliers

Local - Suppliers
Foreign - Suppliers

52 106
2 895

45 712
281

55 001

23 621 445

Year ended December 31, 2002

45 993

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

168 457

1 655 124 1 688 912

187 766
497 355
262 299
93 143
61 091
13 848

156 816
243 000
272 552

16 - Creditors And Other Credit Balance

Tax authority
Deposits from others
Fixed assets suppliers
Accrued interest
Accrued expenses
Social insurance authority
Customers - credit balances
Dividends payable
Other credit balances

319 796
464 789
281 025
197 311
  54 396
  12 298
361 968

-
130 084

1 787 870 1 821 658

Less : Tax payments due after one year 132 746 132 746
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Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

17 - Sales Of Services

Domestic call revenues
Local calls
Long distance calls (excluding Mobile
interconnect and fixed to mobile revenue)
Local telegram and telex

1 064 110

427 467
10 119

948 657

481 285
9 668

1 202 494

23 621 445

Year ended December 31, 2002

1 634 562

168 457

Total Mobile Revenues

Mobile Domestic revenues
Fixed to mobile revenue
Mobile to fixed interconnection revenue

1 110 712
91 782

1 490 930
143 632

1 501 696 1 439 610Total Domestic Call Revenues

Other Local revenues
Connection fees
Subscription fees
Car services
Leased lines
Others

504 915
670 290

3 002
49 360

630 400

456 905
560 730

5 915
60 830

474 712

1 857 967 1 559 092Total Other Revenues

International Revenues
International calls (excluding mobile to
international)
Revenue from international operators
Mobile to international
International telegram and telex

407 892
671 493
367 164

3 952

324 639
679 144
282 198

5 546

1 450 501 1 291 527Total International Revenues

5 924 7916 012 658Total Revenues From Sales Of Services
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Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

18 - Interconnection Fees

Fixed to mobile interconnection fees
Payments to international Operators
(telephone)
Payments to international operators
(telegram & telex)

815 951

192 317

2 458

789 324

244 149

2 985

Year ended December 21, 2001

1 010 726 1 036 458

19 - Other Operating Costs

Salaries
Electricity & Water
Stationery & Printing
Means of transportation
Telephone business use

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

527 558
10 876
33 752
11 030
9 894

505 728
8 812

27 738
10 780
10 252

593 110 563 310

20 - General & Administrative Expenses

Salaries
End of service compensation - early
retirement
Depreciation & amortization
Bad debts
Tax and custom duty
Others
Bank charges & Commissions

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

373 275
61 284

22 865
36

5 691
108 718
18 443

307 104
34 702

31 062
147

5 922
77 317
7 016

590 312 463 270
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22 - Early Retirement Scheme

- The  company�s Board  of Directors  approved  in its meeting on May 9, 2001 an early  retirement
scheme  for  its  employees. This  plan is  to be implemented during  twelve months  starting from
1/9/2001, with 500 applications monthly. The cost of these compensations is estimated at L.E 14 000
K per month which will be borne by the company in addition, to a monthly amount of L.E 24 000 K
monthly to be financed by a Bank Loan granted to the company. The principle loan will be repaid from
the employees� loyalty fund, however, the interest will be charged as expenses for the company.

- The actual compensations charged to income statement for the year 2002 which were paid to the retired
employees were L.E 61 284 K.

- The company�s board of directors approved in its meetings on March 20, 2002 and December
30, 2002 to finance an amount of L.E 65 000 K and L.E 35 000 K respectively to the employees loyalty
fund, in order to facilitate financing of the retired employees� compensation (the second and third
phase). These amounts will be refunded from employees� loyalty fund upon their legal retirement
dates.

- The amount will be refunded during the year 2003 - the current portion is L.E 1 949 K and the
amounts will be refunded starting from the year 2004 to the year 2005 - the long term portion is
L.E 83 873 K.

Notes to the Financial
Statements

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

21 - Other (Expenses) /Income

Rent income
Fines (net)
Sundry revenues
Prior years� (expenses) / income net

861
6 182

46 902
(140 563)

2 820
12 950
78 720

(185 531)

Year ended December 31, 2002

(86 618) (91 041)
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Notes to the Financial
Statements

For the year
ended 2002
L. E. (000)

For the year
ended 2001
L. E. (000)

23 - Earning Per Share

Net profit for the year (L.E. 000) 790 871 1 337 611

Year ended December 31, 2002

734 941 1 278 188

Less : Employees� share in profit 55 930 59 423

Number of outstanding shares 171 121 490 171 121 490

4.29 7.47Earning Per Share For The Year (L.E. / Share)

24 - Capital Commitments

As of December 31, 2002 the amount of commitments in respect of future capital expenditure was
L.E 217 million (L.E 595 million as of December 31,2001 ).

25 - Contingent Liabilities

In addition to the amounts included in the balance sheet, as of December 31, 2002 the company had
the following contingent liabilities:

31/12/2002
L. E. (000)

31/12/2001
L. E. (000)

- Letters of guarantee issued by the company�s
  banks on its behalf

- Letters of credit

- Uncalled installments in investees share capital

178 000

418 787

23 037

200 000

632 057

63 038
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Notes to the Financial
Statements

26 - Taxation

- The years up 26/3/1998 were inspected for corporate tax purpose and finally assessed by the Tax
  Authority. The company accounted for all tax liabilities according to the assessment of the Tax
   Authority.

- The period from 27/3/1998 to 30/6/2000 was inspected by the tax authority. The company has been
  informed of the tax assessment, however an objection was submitted by the company on due dates.

- The period from 1/7/2000 to 31/12/2001 was not inspected by the tax authority, and the tax returns
  were submitted by the company on due dates.

Year ended December 31, 2002

27 - Financial Instruments Fair Value

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 can not be reasonably 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.

The book value of other financial instruments represents a reasonable assessment of their fair value

28 - Management Of Financial Risk

28.1  Interest Risk
This risk is represented in the fluctuation in interest rates, which may impact the results of operation.
This risk is expected to be low since all loans have been granted to the company at preferential fixed
interest rates.

Audited Financial Report    



  28.2   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 balance sheet the company has foreign currency assets and liabilities
  equivalent to L.E 573 958 K and L.E 3 612 580 respectively. The company�s net exposure in foreign
  currencies are as follows :-

28.3    Credit Risk
This risk is represented in the debtors� ability to pay their outstanding balances. In order to mitigate the
said risk, the company is following an aggressive policy where by delinquency fines are charged and
services are disconnected followed by final cancellation of the contract.

Notes to the Financial
Statements

Year ended December 31, 2002

29 - Comparative Figures

 - Certain comparative figures were reclassified to comply with this year�s presentation.

          (Deficit)/Surplus(000)

          (110 746)
(354 479)

446
(10 349 126)

(64 580)

        As disclosed in note (3-1) �Foreign Currency Translation� the company has used the prevailing exchange
        rates to re-translate monetary assets and liabilities at the balance sheet date.
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            Foreign Currencies

           U.S Dollars
           Euro
           Sterling Pounds
           Japanese Yen
           Swedish Krona






