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Limited review report on consolidated interim financial statements
To: The Board of Directors of Orange Egypt for Telecommunications (S.A.E)

Introduction

We have performed a limited review for the accompanying consolidated interim statement of
financial position of Orange Egypt for Telecommunications (S.A.E) as at June 30, 2018, and
the related consolidated interim statements of profit or loss, comprehensive income, changes in
equity and cash flows for the six-months then ended, and a summary of significant accounting
policies and other explanatory notes. Management is responsible for the preparation and fair
presentation of these consolidated interim financial statements in accordance with Egyptian
Accounting Standards. Our responsibility is to express a conclusion on these consolidated
interim financial statements based on our limited review.

Scope of Limited Review

We conducted our limited review in accordance with Egyptian Standard on Review
Engagements (no. 2410), "Limited Review of Interim Financial Statements Performed by the
Independent Auditor of the Entity." A limited review of interim financial statements consists of
making inquiries, primarily of persons responsible for financial and accounting matters in the
Company, and applying analytical and other limited review procedures. A limited review is
substantially less in scope than an audit conducted in accordance with Egyptian Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion on these consolidated interim financial statements.

Conclusion

Based on our limited review, nothing has come to our attention that causes us to believe that the
accompanying consolidated interim financial statements do not present fairly, in all material
respects, the consolidated financial position of the Company as at June 30, 2018, and of its
consolidated interim financial performance and its consolidated interim cash flows for the six-
months then ended in accordance with Egyptian Accounting Standards.



TR T — Translation of review report
originally issued in Arabic

Emphasis of matter

Without qualifying our conclusion, we draw attention to:

As per note number (29) of the notes to the consolidated intreim financial statements, the
Company has submitted a notice of arbitration against another operator in Egypt “Etisalat
Egypt” in response to the other operator’s refrainment from settling the interconnect charges
according to NTRA decree issued during Feburary 2014. On March 27, 2016. the Cairo
Regional Center for International Commercial Arbitration (CRCICA) decided that the
interconnection rates set out in the interconnection agreement are binding upon all partries and
constitiute the only applicable rates between Orange Egypt for Telecommunications and
Etisalat Egypt, accordingly Etisalat Egypt shal pay the amount stipulated in the arbitration
decision and shall pay interest from February 11, 2014, untill the date of payment thereof by
Etisalat Egypt. Etisalat Egypt (“Etisalat”) filed two cases before Cairo Court of Appeal seeking
Nullity of the Arbitral Award dated March 27, 2016 rendered in favor of OEG in the CRCICA
Arbitration Case No 960/2014 (“Etisalat Nullity Action”). Both cases are adjourned to
June 25, 2018 then September 25, 2018 for transalation of the arbitration case file by Etisalat
Accordingly, the request for executer filed by OEG to Cairo Court of appeal was rejected in the
hearing held on March 26, 2018.The Company filed a petition against such rejection and the
first session for such petition held on June 25, 2018 during such session the court decided to
adjourn for review and the perition will be heard again on September 26, 2018.
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Orange Egypt for Telecommunications (S.A.E)

Translation of consolidated interim financial statements
originally issued in Arabic

CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

As Of 30 June 2018
Note 30/6/2018 31/12/2017
LE LE
Non-current assets
Fixed assets (5) 10 792 294 471 10 852 838 854
Intangible assets (6) 9 695 566 598 9937330181
Rent deposits 44 266 513 42 544 587
Total non-current assets 20532 127 582 20 832 713 622
Current assets
Inventory (@) 136 022 108 161 023 257
Accounts and notes receivable (8) 2224 869 321 1770993 589
Prepayments and other debit balances (9) 1167 194 424 1241174379
Cash on hand and at banks (10) 3180 715 659 3 443 686 220
Total current assets 6 708 801 512 6616 877 445
Total assets 27 240 929 094 27 449 591 067
Equity
Paid up capital (11) 16 320 723 540 1 000 000 000
Amounts paid in respect of capital increase (11) - 15231 260 800
Treasury shares (22 378 868) (22 378 868)
Issuance fees of capital increase shares (11) 5374219 15 231 261
Reserve (gain from sale of treasury shares) 59 363 966 59363 966
Legal reserve 200 000 000 200 000 000
Share based payments (12) (17 153 370) (17 153 370)
Carry forward losses (4 292 285 009) (4 039 705 397)
Equity attributable to equity holders of the Company 12 253 644 478 12426 618 392
Non-controlling interests (814 644) (838 460)
Total equity 12 252 829 834 12 425 779 932
Non-current liabilities
Loans (13) 4251 322 126 2116 398 736
Other non-current liabilities (14) 962 922 806 1025 986 825
Deferred tax liabilities (21) 86 324 672 202 053 708
Total non-current liabilities 5 300 569 604 3344 439 269
Current liabilities
Banks credit facilities (15) 2 798 926 060 1664 819 209
Current portion of long term loans (13) — 1705418 204
Accounts and notes payable (16) 2 531 291 446 3915854 515
Accrued expenses and other credit balances (17) 3 948 861 188 3957415590
Provisions (18) 408 450 962 435 864 348
Total current liabilities 9 687 529 656 11 679 371 866
Total liabilities 14 988 099 260 15023 811 135
Total equity and liabilities 27 240 929 094 27 449 591 067
Chief Financial Officer Chief Executive Officer Chairman

Marwa EI Ayouti

- Review report attached.

Yasser Shaker

Bruno Mettling

- The accompanying notes are an integral part of these consolidated interim financial statements.




Orange Egypt for Telecommunications (S.A.E)

Translation of consolidated interim financial statements
ariginally issued in Arabic

CONSOLIDATED INTERIM STATEMENT OF PROFIT OR LOSS

For The Period Ended 30 June 2018

Note  From 1/4/2018 From }/1/2018  From 1/4/2017  From 1/1/2017
To 30/6/2018 To 30/6/2018  To 30/6/2017 To 30/6/2017
LE LE LE LE
Operating revenues 3318883717 6609139364 3061792593 6124174027
Cost of services {excluding depreciation & amortization) (785550 540y (1556137 580) (725564 074) (1 464 882914)
Otlier operating costs G43135574)  (1714766831)  (715698754) (1 475926 015)
Repreciation, amortization and impairment (5.6) (730222 574) (1497682 651) (607 033 508) (1 187 102 892)
Sellimg, general and administrative expenses (793 821 529)  (1536136845) (730263 171) {1 424 961 406)
Remuneration, allowances and salaries of board of directors (537 055) (1 147 193) (847 027) (1 543 740)
Impairment in value of accounts and notes receivable (G))] (61 350 301) (130 085 872) (92713901 (141 387 010)
Provisions (18) {10 708 260) (28 979 580) (57 169 223) {95 981 490}
Prqvisions no longer required (18) — 3074038 -— —
Other income (19) 31294 011 68 144 248 18 724 940 35999422
Net gain from disposal of fixed assets 5775995 175159 541 4 138 971 792292
Foreien exchange differences (71 680 604) 11772 980 {12 132 628) (76 637 533)
NET OPERATING PROFITS 58 947 286 402 353 619 143234 218 292 542 741
Finance income 15165 351 25817 130 15 670 713 20 843 406
Finance expenses (20) (409 402 141) (796 455 581)  (981475678) (1279011 924)
(LOSSES) BEFORE INCOME TAXES (335 289 504) (368284832) (822570747) (965 625 777)
Income taxes (21) 66792 536 115 729 036 19526 765 (138022 558)
(LLOSSES) FOR THE PERIOD (268 496 968) (252 355 796) (803043 982) (I 103 648 335)
Attributable to:
Equity holders of the company {268 511 296) (252579 612) (803 068428) (1 103 666 733)
Non-controlling interests 14322 23 816 24 446 18398
(LOSSES) FOR THE PERIOD (268 496 968) (252 555 796) (803 043 982) (1 103 648 335)
(LOSSES) PER SHARE (22) (0.16) (0.15) (8.03) {11.09)

- The accompanying notes are an integral part of these consolidated interim financial statements.
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Orange Egypt for Telecommunications (S.A.E)

Translation of consolidated interim financial statements
originally issued in Arabic

CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

For The Period Ended 30 June 2018

From 1/4/2018 From 1/1/2018  From 1/4/2017  From 1/1/2017

To 30/6/2018 To 30/6/2018 To 30/6/2017 To 30/6/2017

LE LE LE LE

(LOSSES) FOR THE PERIOD (268 496 968) (252 555 796) (803043 982) (1103 648335)
Other comprehensive income — — — —

TOTAL COMPREHENSIVE INCOME (268 496 968) (252 555 794) (803 043 582} (1103 648 335)

Attributable to:
Equity holders of the company (268 511 290) (252 579 612) (803 068 428) (I 103 666 733)
Nen-contralling interests 14322 23 816 24 446 18398

- The accompanying notes are an integral part of these cansolidated interim financial staiements.
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Orange Egypt for Telecommunications (S.A.E)

Translation of consolidated interim financial statements
originally issued in Arabic

CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

For The Period Ended 30 June 2018

Naote 30/6/2018 30/6/2017
LE LE
CASH FLOWS FROM OPERATING ACTIVITIES
(Lasses) before income taxes (365 284 832) (965 625 777}
Depreciation, amortization and impairment (5,6) 1 497 682 651 1187102 892
Net gains from disposal of fixed assets (175 159 541) (792 292)
Unrealized foreign exchange differences (33 792 683} (189 799 3209
Finance income (25 817 130) (20 843 406)
Finance expense 796 455 581 1279 011 924
Change in write down in value of inventories {7) (112 080) 3709 495
Change in impairment in value of accounts and notes receivable (8) 63 820 154 58029 455
Provisions (18) 28 979 580 95 981 490
Provisions no longer reguired (18) (3 074 038) —
1 780 697 662 1446 774 461
Change in rent deposits (1 623 530} (1387011}
Change in inventory 25113229 (49 216 436)
Change in accounts and notes receivable (578 880 470) (341 450 781)
Change in prepayments and other debit balances 58 657 838 (75123 327)
Change in accounts and notes payable (432 986 057) 773737 002
Change in accrued expenses and other credit balances (124 352) 447718 300
Change in other non-current liabilities (3 376 867) {7 193 835)
Cash flows provided from operating activities 847 477 453 2193858173
Income tax paid (17 620 190) {41 771 665)
Finance expense paid (752336 718) (718573 861)
Provisions used (18) (53 318 928) (38 624 606)
NET CASH FLOWS PROVIDED FROM OPERATING ACTIVITIES 24201 617 1 394 888 041
CASH FLOWS FROM INVESTING ACTIVITIES
Payments to acquire fixed assets and assets under construction (25) (1732134885)  (1902220095)
Proceeds from sale of fixed assets 12 008 195 65 175 585
Paymenis tg acquire intangible assets (177 844 369) {393 800 000)
Finance income received 25 128 424 27484 533
NET CASH FLOWS (USED IN) INVESTING ACTIVITIES (1872842 635) {2203 359 977)
CASH FLOWS FROM FINANCING ACTIVITIES
Change in banks credit facilities 1134 106 851 (436 406 391)
Proceeds from loans 4 749 000 000 —
Payments of loans (4 338 816 000) (839 728 000
Amounts paid in respect of capital increase 89 462 740 —
Issuance fees of capital increase shares (9 857 042) —
Fixed assets financing (20 184 997) 26 485 335
NET CASH FLOWS PROVIDED FROM (USED IN) FINANCING ACTIVITIES 1603711552 (1249 649 556)
Effect of exchange rates on cash and cash equivalent ' (18 041 095) {1 858 460)
Net change in cash and cash equivalent during the period (262970 561) (2059 979 952)
Cash and cash equivalent — beginaing of the period 3 443 686 220 2938086621
CASH AND CASIH EQUIVALENT — END OF THE PERIGD (10) 3 180 715 659 878 106 669

- The accompanying notes are an integral part of these consolidated interit financial statements.
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Translation of consclidated interim financial staternents
originafly issued in Arabic

Orange Egypt for Telecommunications (S.A.E)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

1 BACKGROUND

Egyptian Company for Mobile Services (S.A.E) is an Egyptian Joint Stock Company established under the Investment
Incentives and Guaraniees Law No. 8 of 1997 and was registered in the commercial registry under Ne. 312032 on
4/3/1998 which was later modified fo No.2231 on 14/1/1999. The purpose of the company is to execute, manage,
operzate, develop, maintain a digital cellular mobile telecommunication system (G.S.M), selling and distributing mobile
lines, scratch cards, mobile equipment and mobile maintenance and accessories. The company provides its services to
subscribers inside and outside the Arab Republic of Egypt.

The extraordinary general assembly meeting held on 20 March 2016 decided to change the Company’s name to Orange
Egypt for Telecommunications (S.A.E), and it is registered in the commercial registry on 5 April 2016.

The Company's duration is 25 years starting {rom the date of registration in the commercial registry.
The Company started operations on 21 May 1998.
2 BASIS OF PREPARATION

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

Consolidated financial statements were approved by the Board of Directors on 24 July 2018.
3 FUNCTIONAL AND PRESENTATION CURRENCY

The consolidated financial statements are presented in Egyptian Pound, which is the Company’s functional currency.

4 USE OF ESTIMATES AND ASSUMPTIONS

The preparation of the consolidated financial statements in accordance with the Egyptian Accounting Standards requires
for the management to use the personal judgement, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, revenues and expenses. The estimates and the relating
assumptions are prepated hased on the past experience and other factors. Actual results may differ from these estimates.

Estimates and the underlying assumptions are reviewed on a regular basis. Revisions to estimates are recognized
prospectively.

a) Fair value measurement

- The fair value of the financial instruments is determined based on the market value of the financial insirument
or similar financial instruments at the date of the financial statements without deducting any estimated future
sclling costs. The financial assets values are determined with the current purchase prices; however the financial
liabilities values are determined with the cusrent prices that could settle these liabilities,

- In case there is no active market to determine the fair value of the financial instruments, the fair value is
estimated using different valuation techniques taking into consideration the prices of the latest transactions, and
use the current fair value of the similar financial instruments as guideline — the discounted cash flows technique
or any other valuation methods that result reliable values.

- When the discounted cash flows is used as a valuation technique, the future cash flows are estimated based on
the management best estimate. The discount rate used is determined in line with the market rate at the date of
the financial statements for the similar financial instruments in nature and conditions.
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Orange Egypt for Telecommunications (S5.A.E)

Transtation of consolidated interim financial statements
originally issued in Arabic

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

30 June 2018
6 INTANGIBLE ASSETS
Licenses Indefeasible  Internafional Other * Goodwill Total
right of use circuits intangibles
(IRL) (RGUs)
LE LE LE LE LE LE
Cost
As of 1 January 2017 12 444 843 755 198660000 110545813 163641003 82000000 12999 690571
Additions 1351569122 151 200000 — — — 1502 769 122
As of 31 December 2017 13796 412877 349860000 110545813 163 641 003 82000000 14502 459693
As of 1 January 2018 13796 412877 349860000 110545813 163 641003 82000000 14 502 459693
Additions — 126 060 000 — — — 126 060 000
As of 30 June 2018 13796 412877 475920000 110545813 163 641 003 82000000 14628 519693
Accumuated amortization
As of 1 January 2017 3962 870 723 25140576 110545813 163 641 003 —_ 4262198 115
Amoaortization for the year 274 875 326 28 056 071 — — e 302 931 397
As of 31 December 2017 4 237 746 (049 53196 647 110545813 163 641003 T 4 565 129 512
As of 1 January 2018 4 237 746 049 53196 647 110545813 163 641003 — 4565129 512
Armortization for the period 347179048 20644 535 — - — 367 823 583
As of 30 June 2018 4 584 925 097 73841182 110545813 163 641003 — 4932 953 095
Net book value as of
1 January 2017 3481973032 173519424 — — 32000000 8737492456
31 December 2017 9 558 666 828 296 663 353 — — 82000000 9937330181
30 June 2018 9211487 780 402 (078 §18 —— — 82000 000 9695 506 598
7 INVENTORY
30/6/2018 3171272017
LE LE
Goads for sale 153059401 178172630
Write down in value of inventories (17037293 (17149373
136022108 161023257
WRITE DOWN IN VALUE OF INVENTORIES
30/6/2018 31122017
LE LE
Opening balance (17 149 373) (13 143112)
Charged during the period / year (141 205y (4 507 601)
No Longer required 253 285 501340
Ending balance (17037293 (17149373




Orange Egypt for Telecommunications {S.A.E)

Translation of consolidated interim financial statements
ariginally issued in Arabic

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

30 June 2018

8 ACCOUNTS AND NOTES RECEIVABLE
30/6/2018 3171272007
LE LE
Service receivables 1385217856 1266485002
Distributors’ receivables 10 563 632 19 033 042
Franchise receivable 6 475 248 4 597 897
Roaming receivables 157 431 399 107 664 146
National roaming receivables 16 083 720 14 932 107
Interconnect receivables (note 29) 868 738 026 647 350 335
Notes receivable 294 914 752 161 408 530
Others — 257 688

2739 424 633

2221728747

Impairment in value of accounts and notes receivable (514555312 (450735 158)
2224 869321 1770993 589
IMPAIRMENT IN VALUE OF ACCOUNTS AND NOTES RECEIVABLE
30/6/2018 31/12/2017
LE LE
Opening balance 450735 158) (320 645 457)
Charged during the period / year (130 085 872) (324 935 280)
Used during the period / year 66 265 718 203 845 579
Ending balance {514 555 312) (450735 158)
9 PREPAYMENTS AND OTHER DEBIT BALANCES

30/6/2018 31/12/2017
LE LE
Prepaid expenses 392777784 247 552 603
Deposits with others 1 360 465 1 364 465
Advances to suppliers 101 417 102 116 123 899
Accrued revenues 374 901 835 526 325 411
Sundry debtors 1531 400 25 475 887
Margin on letters of guarantee {note 24-2} 13 679 669 13077 169

Mobinil for Telecommunicalions 157 429 —
Orange Group 9 809 517 9 809 517
Tax authority 253327972 252928 748
Social insurance authority 22 558 22 559
Letters of Credit 9 643 238 20934 341
Others 9 165 455 27 559 780

1167194 424

1241 174 379

10 CASH ON HAND AND AT BANKS

30/6/2018 31/12/2017

LE LE

Cash on hand 4162 253 3206 987
Current accounts 2398183731 3300075888
Checks under collection 778 429 675 140 403 345
3180715659 3443 686 220
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Transiation of conselidaied interim financial statements
originally issued in Arabic

Orange Egypt for Telecommunications (S.A.E)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018 '

11 CAPITAL

The Company’s authorized capital amounts to LE 3 000 M, whereas the issued and paid up capital amounts to LE 1 000 M
divided over 100 M shares of par value LE 10 each.

The extraordinary general assembly meeting held on 4 December 2017, decided to increase the Company’s authorized
capital to LE 20 B, and the issued capital to LE 16 400 M, whereas the subscription in the capital increase shares amounting
to 1 540 000 Q00 shares will be at par value LE 10 plus LE 0.01 as issuance fees per share. The subscription period was
opened on 27 December 2017.

30/6/2018 31/12/2017

LE LE

Amounts paid in respect of capital increase e 15 231 260 800
Issuance fees of capital increase shares 5374219 15 231 261

The subscription period was closed on 28 Januvary 2018 with total subscribed shares of 1 532 072 354 amounting to
LE 15 320 723 540, and it was ratified in the commercial register on 15 February 2018.The Company’s authorized
capital amounts o LE 20 B, whereas the issued and paid up capital amounts to LE 16 320 723 540 divided over
1 632 072 354 shares of par value LE 10 each.

12 SHARE BASED PAYMENTS

The extraordinary Company’s general assembfy meeting held on 11 March 2007 approved the establishment of the
employee share plan (ESP) as per the corporate law by granting the employees free shares of the company. This plan
will be applied to the company’s employees, managers and executive members of the company’s board that qualified
according to certain conditions regarding their performance, position, years of experience at the company and
anticipated accomplishments.

The Company’s Board of Directors approved the aflocation of 409 000 shares owned by Mobini] Invest in the Company
in order to proceed with the employees’ share plan, Furthermore the Company’s extragrdinary general assembly meeting
held on 3 September 2007 approved the increase of allocated shares to 450 000 shares by purchasing the required shares
from the stock market.

On 10 March 2010 the Company’s extraordinary general assembly meeting approved extending the employees’ share
plan {or four years and also approved the allocation of additionai 884 160 shares in order to proceed with the plan.

The plan can be summarized as follows:

The plan’s beneficiaries will be granted free shares that will be allocated over a number of years. Furthermore
supervising committee will nominate the beneficiaries according to the plan’s criteria the number and dates of granted
shares.

During the vesting period the ESP’s shares will be in the custody of the trustee. Thus the beneficial employee has no
right to attend or vote in the company’s ordinary & extraordinary general assembly meetings of the company. Hence the
beneficial employee cannot exercise his or her rights till the date of transferring shares’ ownership. However the
beneficial employee will have the right of profit distributed on his or her allocated shares from the granting date.

The granted shares according to the plan are as follows:

30/6/2018 3171272017

No of shares No of shares

Allocated Shares at the beginning of the plan 409 000 409 060
Purchased & allocated shares to the plan 413 528 413 528
Exercised (675 875) (675 875)
Available shares 146 653 146 653
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Translation of conzolidated interim financial statements
ariginally issued in Arabic

Orange Egypt for Telecommunications (S.A.E)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

12 SHARE BASED PAYMENTS (CONTINUED)

The following summarizes the exercise dates of the allocated shares :

Shares
31 December 2007 (Exercised) 126 384
31 December 2008 (Exercised) 131 205
31 December 2009 (Exercised) 133 886
During 2010 (Exercised) 12390
During 2011 (Exercised) 145 285
During 2012 (Exercised) 124 085
* 31 December 2012 148613
During 2013 (Exercised) 1150
* 31 December 2013 138 195
During 2014 (Exercised) 1490
* 31 December 2014 75115

* During December 2012, December 2013 and December 2014, it was mutually agreed between the company and
employees who have the right to exercise 148 613 shares, 138 195 and 75 115 shares on 31 December 2012,
31 December 2013 and 31 December 2014 respectively to cancel the transfer of the shares and in return the company
paid them in cash compensation.
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Orange Egypt for Telecommunications (S.A.E)

Transiation of consofidated interim {inancia statements
originally issued in Arabic

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

14 OTHER NON-CURRENT LIABILITIES

30/6/2018 31/12/2017

LE LE

Licenses liabilities — non-current portion 924 124 748 981 584 754
[RU liabilities ~ non-current portion 22396 854 24 624 000
Other non-current liabilities 16 401 204 19 778 071
962922 806 1025986825

15 BANKS CREDIT FACILITIES

The Company has short term credit facilities in Egyptian Found with different local banks amounting

LE 4 178 M. The net balance of the banks’ credit facilities amounted to LE 2 799 M as of 30 June 2018.
16 ACCOUNTS AND NOTES PAYABLE

17

18 PROVISIONS

19 OTHER INCOME

30/6/2018 311272017
LE LE
Fixed assets suppliers 1413069212 2224291 553
Trade suppliers 1118222234 1691562 962
2531291446 3915854 515

ACCRUED EXPENSES AND OTHER CREDIT BALANCES
30/6/20138 31/12/2017
LE LE
Accrued expenses 2298992 123 2171887 097
Orange Group 199 717 605 102 782 490
Deposits from others 102 525 230 94 593 038
Tax authority 681325 798 898 769 881
Social insurance authority 5 246 883 4905 552
Deferred revenues 535215 601 559 452 468
Sundry creditors 90 588 547 82162 620
Others 35249 401 42 862 444

3948 861 188

3957415 590

Balance as of Charged during Used during No longer Balance as of
1/1/2018 the period the period required 30/6/2018
LE LE LE LE LE
Provisions 435 864 348 28 979 580 (53318928) (3074 038) 408 430 962

The Company has not disclosed some of the information required by the Egyptian Accounting Standard No.28
(Provisions, Contingent Liabililies and Contingent Assets) as the Company believes that it can prejudice seriously
the position of the Company in disputes with other parties on the subject matter of the provisions.

30/6/2018 30/6/2017
LE LE
Interest on interconnect receivables (note 29) 53017 048 34 418 578
Other income 15127 200 1580 844
68 144 248 35959 422
20 FINANCE EXPENSES
30/6/2018 30/6/2017

LE

LE

Interest expense

Foreign exchange differences on the subordinated loans from the major shareholder

(796 455 581)

{1187 607 963)
(91 403 961)

(796 455 581)

(1279 011 924)
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Translation of consofidated interim financiai statements

originaliy issued in Arabic

Orange Egypt for Telecommunications (S.A.E)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

21 INCOME TAXES

30/6/2018 30/6/2017
LE LE
Current income tax — (73 066 942)
Deferred income {ax 115729036 (64 955 616}
Income taxes 115729036 (138 022 558)
RECONCILIATEON OF EFFECTIVE INCOME TAX RATE
30/6/2018 30/6/2017
LE LE
(Losses) before income taxes (368 284 832) (965 625 777)
Income tax using the domestic corporation tax rate 22.5% 82 864 087 22.5% 217 265 799
Non- deductible expenses / income 29 965 496 (333 422 088)
Tax return difference —_ (12 584 938)
Unrecorded deferred tax assets 2 899 453 (9 281 331)
31.42% 115729036  14.29% (138 022 558)
DEFERRED INCOME TAX
Financial position Statement of profit or loss
30/6/2018 31/12/2017 30/6/2018 30/6/2017
LE LE LE LE
Fixed assets 595 632 611 590 186 561 (5 446 050) 18 546 947
Intangible assets 449 318 460 439 600 036 (9 718 424) 15 691 332
Provisions (44 331 768) (42 398 547y 1933 221 1967 203
Carried forward tax losses (894 741 495) (836 686 355) 58 055 140 —
Unsealized forex 6728 218 77 633 367 70905149 (101 161 098}
Others (26 281 354) {26 281 354) — —
Net deferred income tax 86 324 672 202 053 708 115 729 036 (64 955 616)
22 (LOSSLES) PER SHARRD
30/6/2018 30/6/2017
LE LE
(Losses) for the period (252'555796) (1 103 648 335)
Number of shares 1631 925 701 09 853 347
(Losses) per share (0.15) (11.05)

23 SEGMENT REPORTING

The Company considers primary segment information by business activity. The method used to identify the business
segments includes the factors used by the management to manage the Group and assign managerial responsibilities. The
methodology adopted to identify the components of revenues and costs attributable to each business segment is based on
the identification of each component of costs and revenues directly atiributable to each segment. The operating activities
of the Group are organized and managed separaiely based on the nature of the products and services provided. Each

segment offers different products and services.
The following primary business segments have been identified:

a. GSM: covering the mobile telecommunications services activities of the Group including the sale of pre-paid scratch

cards, post-paid and monthly subscriptions packages, handsets bundles and roaming services.

b. Infernet: covering the internet services of the Group.

GSM Internet Total

LE LE LE

Net revenues 6 249 659 357 359 440 007 6 609 135 3064
Depreciation , amortization and impairment (1 481289 942) {16 392 709) (1497 682 651)
Operating profits 396 732 846 5620773 402 353 619
(Losses) profits before income taxes (374 764 653} 6479 821 (368 284 832)
(Losses) profits for the period (257 111 534) 4 555738 {252 555 7906)
Total assets 26 855 074 360 385 854 734 27 240 929 094
Total capital expenditure (tangible & intangible assets) 1336 322250 16 395 4358 1352717 708
Total liabilities 14 624 911 356 363 187 904 14 988 099 260
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Translatior of coasolidated interim financial statements
originally issied in Arabic

Orange Egypt for Telecommunications (S.A.E)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

24 COMMITMENTS AND CONTINGENCIES

24-1 Capital commitments

Capital commitments represent the fixed assels and intangible assets contracts entered into and not yet executed at the
financial position date which amounts to LE 1 534 M as of 30 June 2018 (LE 1 204 M as of 31 December 2017).

24-2 Contingent liabilities

The company is a party in a number of legal cases which resulted from carrying out its activities. Based on the legal
advice obtained the company’s management believes that the outcome of these lawsuits - individually or in aggregate -
would not be material to the company’s results.

The letters of guarantee issued at the Company’s request by banks in favor of third parties as of 30 June 2018 amounted
to LE 324 M whereas the cash margin of these letters amounted to LE 13 M as follows:

Amountin  Equivalent in Cash margin

CUfTERCy LE LE

Letters of guarantee — Egyptian pound 322 476 834 322 476 834 12 (03 869
Letters of guarantee —~ US Dollar 91 080 1633 064 1075 800
324 109 898 13 079 669

25 PAYMENTS TO ACQUIRE OF FIXED ASSETS AND ASSETS UNDER CONSTRUCTION

For the purpose of the preparation of the cash flows statement the fixed assets additions and net movement of fixed assets
under construction are reconciled io the cash outflow resulling from these transactions as follows:

30/6/2018
Description LE
Fixed assets additions during the period 994 435 155
Assets under constructions additions during the period 180 438 184
Non-cash reconciliations
Fixed assets and fixed assels under construction suppliers §25 971 546
Swapped assets (268 710 000}
Payments for the purchage of fixed assets and assets under construction 1 732 134 885

26 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The financial instruments of the company are represented in the financial assets, {cash on hand and at banks, rent deposils,
accounts and notes receivable and other debit balances) and the financial liabilities {banks credit facilities, accounts and notes
payable, accrued expenses and other credit balances and loans}),

a)

b)

Credit risk
This risk is represented in the inability of customers to pay their debis. The company retains deposits from them and
may suspend services for delinquent customers.

Liquidity risk
This risk represents the Company’s inability to fulfill its financial obligations when mature.

The Company managed this risk through continuous monitoring of the liquidity position to make sure (with acceptable
degree) of the adequacy of cash balances available to meet its financial obligations when mature whether in normal or
difficult cases and without incurring any unaccepiable losses or damaging its reputation,

16



Translation of consolidated interim financial statements
originally issued in Arabic

Orange Egypt for Telecommunications (S.A.EF)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

26 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

c)

d)

e

27

Foreign currencies exchange risk

The foreign currencies risk is represented in the fluctuations in exchange rates which in turn affect the company’s cash
inflows and outflows as well as the value of its foreign curtency assets and liabilities, As at the date of the financial
position the company has foreign currency assets and liabilities equivalent to LE 3 475 M and LE 2 173 M
respectively, The company’s net exposure in foreign currencies as at the financial position date:

Foreign currencies Surplus (shortage)
US Dollars {4 629 243)
Euro 66312273
GBP (43 640)

PY (17 421)

As disclosed in note (31-2) the company has used the prevailing exchange rafes at the financial position date to
retranslate monetary assets and liabilities.

Interest yate risk

The interest rate risk is represented in the fluctuations in the interest rates which in turn affects the related monetary
assets and liabilities. During 2018 the interest rate decreased by 200 basis points and the possibility of moving the
intetest rate in future is possible according to the political and economic situation in the country.

Iair value
Based on the valuation basis used for the company's assets and Habilities described earlier the fair value of the financial
instruments does not materially differ from the book value as at the financial position date.

RELATED PARTIES TRANSACTIONS

Summary of major related parties’ agreements:

27-1

272

Management fee agreement

Based on the General Service Agreement signed between the Company and Orange SA dated 3 July 2003 (effective
retrospectively since 1 July 2002), which was amended on 10 September 2012 and the General Service Agreement
signed between the Company and Orascom Telecom (replaced by Orascom Telecom Media and Technology
Holding on 29 December 2011), which was assigned to Orange SA on 15 October 2012, the Company is charged
by a fees as 1.5% of the Company’s gross service revenues (excluding taxes) to Orange SA.

The ordinary general assembly meeting held on 29 March 2017 approved amending the management fees rate to be
a yearly variable fee based on (he invoices received from Orange SA up to 1.2% of the total revenues {excluding
taxes), and to sign the new management agreement effective 8 March 2017,

Brand license agreement (Orange)

Based on the brand license agreement (Orange) signed between the Company and Qrange Brand Services Limited
on 27 January 2016 for ten years starting 8 March 2016 (faunch date), the Company will be charged by toyalty as
1.6% of the operating revenues (excluding taxes) starting 8 March 2017 after 12 months grace period from the
{aunch date. The grace period was extended till 31 December 2017.
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Translation of consolidated interim financial statements
ariginally issued in Arabic

Orange Egypt for Telecommunications (S.A.E)
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

30 June 2018
27 RELATED PARTIES TRANSACTIONS (CONTINUED)
27-3 Related parties’ transactions are as follows
Description Transaction type Period ended
30/6/2018 30/6/2017
Debit Credit Debit Credit
Ultimate parent LE LE LE LE
Orange SA Management fees / Techmical o3915510 76022661 122528981 14607312
assistance/ Roaming Services
MT Telecom (Major shareholder) Cas.h Transfer / Interest expense / . - 317 799 140 -
capital increase
Other related parties
Orange Group Technical assistance / Roaming
Services/ refund of rebranding 1012314329 10392 889 72419220 10 842971
expenses / Brand fees
Mobinil For Telecommunications Payments on behalf of the company — 157 429 — 148 257
27-4  Related parties’ balances are as follows
Description Balance type 30/6/2018 31/12/2017
Due from Due to Due from Due to
LE LE LE LE
Ultimate parent
Orange SA Accounts and notes payable / Accrued
expenses and other credit balances / 152337420 245975742 90536 568 168 685 031
Accounts and notes receivable
Other related partics
Orange Group Accounts and notes payable / Accrued
expenses and other credil balances [ 9 809 517 78008 135 9809 517 33 843 899
Accounts and notes receivable
Mobinil For Telecommunications Prepayments and other debit balances 157 429 — — —_—

27-5
MT Telecom is a di

-3

The nature of the relationships is as follows

rect Company's shareholder with $9.39 9.

Orange is the major shareholder of MT Tefecom with 100% which is the Company’s major shareholder,
g .

18



Translation of consolidated interim financiaf statements
originally issued in Arabic

Orange Egypt for Telecommunications (S.A.F)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

28 TAX SITUATION

L

a)

b)

<)

d)

e}

Orange Egypt for Telecommunications
Corporate tax

From inception till 2015
These years have been inspected and seitled with tax authority.

Years 2016 and 2017
Tax returns were provided and have not yet been inspected.

Salary tax

From inception £ill 2000
A tax inspection was performed for this period and the resulting differences were paid according to the resolution of
the appealing committee except special increase item which were transferred to the appealing court.

Years 2001 till 2016
These years have been inspected and settled with tax authority.

Year 2017
This year have not yet been inspected.

Stamp tax

From inception fifl 31 July 2006
A tax inspection was performed and dispuies were settled except for tax on Alo connection fees which were
transferred to the preliminary court but not yet resolved.

From 1 August 2006 till 31 December 2014
These vears have been inspected and settled with tax authority.

Years 2015 till 2017
These years bave not yet been inspected.

Sales tax / value added tax

From inception tilt 2012

This period has been inspected and differences were paid, except for the inspection differences for 2005 which is
being inspected by the high appeal committee. During June 2016, the Company received a notification from the tax
authority approved by the Minister of Finance cancelling the conciliation comemitiee decision relating to the tax
assessment for the years 2010, 2011 and 2012, The Company objected that the conciliation committee decision is
irrevocable by law.

Year 2013
This year has been inspected, and the Company objected on the tax claim.

Years 2014/2015, and till 7 September 2016
This period is currently been inspected.

Period from 8 September 2016 till 31 December 2017
This period has not yet been inspected.

Withholding tax

Years 2003 and 2004
These years have been inspected and settled with tax authority.

Years 2005 till 2017
These years have not yet been inspected.
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Translation of consolidated interim financial statements
originafly issued in Arabic

Orange Egypt for Telecommunications (S.A.E)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

29 DISPUTE OF INTERCONNECT AGREEMENTS

The National Telecommunication Regulatory Authority (‘"NTRA’) has issued on 3 September 2008 a decree;
Based on the complaint received from Telecom Egypt, to amend the inierconnection rates between Telecom
Egypt and the three mobile operalors contrary to the interconnection agreements signed between them.

Cn 31 December 2009, the NTRA has updated the interconnection rates referred to in the above decree between
Telecom Egypt and the three mobile operators effective 1 September 2009,

The Company has protested to the decrees issued by the NTRA and filed a summary admm[stranve lawsuit to
suspend and abolition the NTRA decrees and to safeguard the Company’s interests.

On 5 June 2010, the administrative court suspended the NTRA decrees until final ruling on the merits. NTRA
appealed the summary court ruling before the Supreme Administrative Court.

On 25 May 2013 the supreme administrative court rejected NTRA appeal against the summary court ruling
Supporting the decision of the Administrative Court to suspend the implementation of the NTRA decisions.

On 5 Qctober 2013 the Administrative Court issued a judgment in similar case filed by Vodafone Egypt against
NTRA,; for the cessation of the rate setting decree.NTRA appealed the court ruling.

Subsequent to the three court judgments issued in this regard, ruling to suspend the NTRA interconnection rate
setting decrees, the NTRA issued on 10 February 2014, a decree states that the NTRA ackrowledge and will
execute the above mentioned administrative court judgments .

On 21 June 2016, the Administrative Court issued its judgment on the case of Orange Egypt on the merits
favoring the right of NTRA to set the interconnection rates .

Orange Egypt filed an appeal on this judgment on 18 August 2016 before the supreme administrative court. An
appeal was transferred to the commissioners to session dated 5 March 2018. The commissioners report was
issued in favor of Orange Egypt for Telecommunications, the proceeding are now adjourned to 16 April 2018
for review of the state commissioners division report advisory opinion on the dispute.

In hearing session on 16 April 2018 The commissioner issued a report in favor of Orange stating clearly that the
NTRA has no right to set the interconnection rates and the appeal examiner commitiee will decide either to
accept the appeal in principle and refer it to the court or to reject the appeal during the session dated 21 May
2018.

The appeal examination committee decided initially to accept the appeal, and the file has been sent to Supreme
Administrative Court the first session on 3 November 2018.

Based on the above mentioned, and in accordance to the three court rulings were issued with the same outcome
favoring the suspension and cancellation of the said NTRA Interconnection rate setling decrees, and given by the
Company’s external [egal advisors opinion the risk of losing the appeal is remote.

On 3 September 2009 the Company filed arbitration against Telecom Egypt mandating Telecom Egypt to
execute the interconnection rates; as per the interconnection agreement dated 18 April 1998 and its amendment
dated 27 January 2005,

A seitlement has been signed on 22 November 2017 between the Company and Telecom Egypl on these
disputes.

Based on the suspension of the NTRA’s decrees relating to the amendment of the interconnection rates between
the telecommunication companies, and in response to Etisalat Egypt refrainment from payment of the variance
between the interconnection rate set earlier by the NTRA and the applicable rate as per the bilateral
interconnection agreement, the Company has filed an arbitration against Etisalat Egypt before the Cairo Regional
Centre for International Commercial Arbitration "CRCICA" to collect the outstanding interconnection balance
together with the contractually applicable interest at rate of 2% per annum above base lending rate determined by
the Central Bank of Egypt pursuant to article (4-10) of the interconnection agreement.

On 27 March 2016 the arbitration tribunal ordered and awarded that Etisalat Egypt shall pay the outstanding
balance amounting to LE 285M due to the Company, and shall pay interest at the rate of 2% above base lending
rate determined by the Central Bank of Egypt from 11 February 2014 till the date of payment thereof by Etisalat
Egypt.

Those two cases are filed before Cairo Court of Appeal filed by Etisalat Misr (“Etisalat™) seeking Nuliity of the
Arbitral Award dated 27 March 2016 rendered in favor of OEG in the CRCICA Arbitration Case No. 960/2014
(“Etisalat Nullity Action”). adjourned to 25 June 2018 for transkation of documents by Etisalat on this hearing
session the court was adjourned to 25 September 2018 for translation of documents by Efisalat

The court was of view that the execution shali not be granted “at this point of time” and rejected the application.
QEG filed a petition against such rejection and the first session for such petition held on 25 June 2018, during
such session the court decided to adjourn for review and the petition will be heard again on 26 September Z018.
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Translation of consolidated interim {inancial statements
originally issued in Arabic

Orange Egypt for Telecommunications (S.AE)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 June 2018

30 BASIS OF MEASUREMENT
The financial statements are prepared under the going concern assumption on a historical cost basis,
31 SIGNIFICANT ACCOUNTING POLICIES

31-1

a-

1-

Basis of conselidation
Business combinations

The Group accounts for business combinations using the acquisition method when control is transferred to the
Group.

The consideration fransferred in the acquisition is generally measured at fair value, as are the identifiable net
assets acquired.

Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is recognized in profit
or loss immediately.

Transaction costs are expensed as incurred, except if related to the issue of debt or equity securities.

The consideration transferred does not include amounts refated fo the settlement of pre-existing relationships.
Such amounts are generally recognized in profit or loss.

Any contingent consideration fs measured at fair value at the date of acquisition. If an obligation to pay contingent
consideration that meets the definition of a financial instrument is classified as equity, then it is not remeasured
and settlement is accounted for within equity, Otherwise, there contingent consideration is remeasured at fair
value at each reporting date and subsequent changes in the fair value of the contingent consideration are
recognized in profit or loss.

Subsidiaries

Subsidiaries are entities controlled by the Group, The Group controls an entity when it is exposed to, or has
rights o, variable returns from its involvement with the entity and has the ability to affect those returns through
its power over the entily. The financial statements of subsidiaries are included in the consolidated financial
statements from the date on which control commences until the date on which control ceases.

The accompanying consolidated financial statements include the assets, liabilities and results of operations of the
company and its subsidiaries (thereafler referred to as “the Group™) which are conirolled by the Company. The
bases of the preparation of the consolidated financial statements are as follows:

- All intra-group balances and transactions have been eliminated.

- Non controlling interests in the equity and results of operations of the subsidiaries controlled by the
Company is shown as a separate item in the consolidated financial statements and is calculated based on their
share in the assets and liabilities of the subsidiaries.

The consolidated financial statements include the following subsidiaries:

Company Name Ownership
* QOrange Services (Egyptian Joint Stock Company) 8%

* Mobinil for Importing (Egyptian Joint Stock Company} 99.9%
Egyptian Company for Mobile Towers Services (Egyptian Joint Stock Company) 99.99%
**Orange Data (Egyptian Joint Stock Company) 99.99%
**Link Egypt for Trading and Services (Egyptian Joint Stock Company) 99.99%

* Mobinil for Telecommunications owns 2% in Orange Services and 0.05% in Mobinil for Importing and Crange
Services owns (.05% in Mobinil for Importing.

##* Orange Data and Link Egypt for Trading and Services owns 29% and 70.75% respectively in QOrange One for

Telecommunication Services.

Non controlling interest

Non controlling interests are measured at their proportionate share of the acquiree’s identifiable net assets at the
date of acquisition.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity
transactions.

Loss of control

When the Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and
any related NCI and other components of equity. Any resulting gain or loss is recognized in profit or loss. Any
interest retained in the former subsidiary is measured at fair value when control is lost.
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31 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

31-2

313

Foreign currency translation
The financial statements are prepared and presented in Egyptian pound which is the Company’s functional
currency.

Transactions in foreign currencies are initially recorded using fixed exchangs rates that are revised monthly.

Monetary assets and liabilities denominated in foreign currencies are retranslated using the exchange rates
prevailing at the financial position date. All differences are recognized in the statement of profit or loss.

Nonmonetary assets and liabilities that are measured at historical cost in foreign currencies are transiated using the
exchange rates prevailing on the date of the initial recognition,

Nonmonetary assets and liabilities measured at fair value in foreign currencies are translated using the exchange
rates prevailing on the date when the fair value is determined.

Fixed assets

Fixed assets are stated af historical cost net of accumulated depreciation and accumulated impairment losses, Such
cost includes the cost of replacing part of the fixed assets when that cost is incurred if the recognition criteria are
met. Likewise when a major improvement is performed its cost is recognized in the carrying amount of the fixed
assets as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are
recognized in the statement of profit or loss as incurred.

Depreciation of an asset begins when it is in the location and condition necessary for it to be capable of operating
in the manner intended by management and is computed using the straight-line method according to the
estimated useful life of the assef as follows:

Years
Buildings 50
Telecommunication and network equipment 3-15
{T equipment 2-5
Office equipment 5-10
Furniture & fixfures 810
Vehicles 5-7
Leasehold improvements 5

Fixed assets are derecognized upon disposal or when no future economic benefits are expected from ifs use or
disposal. Any gain or loss arising on derecognizing the asset is included in the statement of profit or loss when the
asset is derecognized,

The assets residual values useful lives and methods of depreciation are reviewed at each financial year end.

The Company assesses at each financial position date whether there is an indication that fixed assets may be
impaired. Where the carrying amount of an asset exceeds ils recoverable amount the asset is considered impaired
and is written down to its recoverable amount. Impairment losses are recognized in the statement of profit or loss.

A previously recognized impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset’s recoverable amount since the fast impairment loss was recognized. The reversal is fimited so
that the carrying amount of the asset does not exceed its recoverable amount nor exceed the carrying amount that
would have been determined net of depreciation had no impairment loss been recognized for the asset in prior
years. Such reversal is recognized in the statement of profit or loss.
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31-4 Intangible assets

Intangible assets acquired separately are measured on initial recogrition at cost.

After initial recognition intangible assets are carried at cost less any accumulated amortization and any

accumulated impairment losses.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at each financial year end.

Intangible assets represent the following:
a. Licenses:
Licenses / Indefeasilbie Right of Use (IRU)

Fees and amortization

1. On 18 April 1998, the Company signed a license agreement
with National Telecommunication Regulatory Authority
(NTRA) to establish and operate a digital ceflular mobile
retwork in Egypt for a period of 15 years starting 21 May 1998.

LE 1 755 M plus the payment of annual fees. It is amortized using the straight
line method over its estimated useful life (15 years). Useful life was amended to
end on October 2022 based on the signed license agreement appendix No. 4 on
17 Qctober 2007. Useful tife was amended to end on October 2031 based on the
signed license agreement appendix No.7 on 13 October 2016.

2. On 27 January 2005, the Company has signed a license
agreement appendix No. 2 with Vodafone Egypt and Telecom
Egypt; based on it National Telecommunication Regulatory
Authority (NTRA) has granted the Company and Vodafone
Egypt access to 7.5 MHZ of the 1800 MHZ spectrum that wili
be supplied by Telecom Egypt, which suirendered iis 1800
MHZ GSM license. .

LE 1 240 M paid based on agreed schedule of payment. The license was
recorded at the net present value of total payments, and it is amortized using the
straight line method over ils estimated useful life (I35 years). Useful life was
amended to end on October 2022 based on the signed License agresment
appendix No. 4 on 17 October 2007, Useful life was amended to end on
October 2031 based on the signed license agreement appendix No. 7 on 13
QOctober 2016.

3. On 17 October 20067, the Company has signed a licens
agreement appendix No. 4 with National Telecommunication
Regulatory Authority (NTRA) to abtain 3G license, 10 MHZ
spectrum and extension of existing licenses for a period of
15 years stasting from appendix signature date.

LE 3 668 M paid based on agreed schedule of payment. The license was
recorded at the cash price, and it is amortized using the straight line method
over iis estimated useful life {15 years). Useful life was amended to end on
QOctober 2031 based on the signed license agreement appendix No.7 on 13
October 2016,

4, Tnternet Services Provider class A

The license was acquired in a business combination and the cost amounting to
LE 100 M is its fair value as at the date of acquisition. [t is amortized using the
straight line method over its estimated useful life (3 years).

5. On 3 July 2011, Orange One for Telecommunication
Services has signed a license agreement with National
Telecommunication  Regufatory  Authority (NTRA}  for
constructing the infrastructure for the networks in the
compounds.

LE 1 M plus the payment of annual fees. The license was recorded at cost
amounting to LE 1 M and it is amoitized using the straight line method over its
estimated useful life (15 years).

6. During December 2014, the Company has signed annex A
to the letter agreement with Telecom Egypt regarding the leased
and IRU transmission services ta obtain IRU for ten years per
each transmission link starting {rom the activation date of that
link.

The IRUs is recorded at the cash price, and it is amortized using the straight
line method over its estimated useful life (10 years).

7. On 13 Qctober 2016, the Company has signed a license
agreement appendix No. 7 with National Telecommunication
Regulatory Authority (NTRA) to obtain 4G license, 10 MHZ
spectrum and extension of existing licenses for a period of 15
years starting from signature date.

The license was fully paid over two payments, the first equivajent to USD 242
M {LE 2 149 M), and the second USD 242 M, The license was recorded at its
cost amounting to LE 6 285 M, and it is amorlized using the straight line
method over ifs estimated useful life (15 years). The start of amortization was
postponed until the commercial launch of 4G services. The amortization statted
on Qctober 2017 over the remaining useful life (14 years).

The fixed amounts that will be paid over the license period (15 years) were
recorded at the net present value of tofal amounts.

8. On 13 October 2016, the Company has signed a license
agreement with National Telecommunication Regulatory
Authority (NTRA) to obtair license for virtual fixed telephone
services for a period of 15 years starting from signature date.

The license was fully paid over two payments, the first equivalent to USD
5.631 M (LE 95.66% M), and the second USD 5.631 M. The license was
recorded at its cost amoualing to LE 195.9 M, and it is amortized using the
straight line method over its estimated useful life (15 years). The start of
amortization was postponed until the commercial launch of 4G services. The
amortization started on Qctober 2017 over the remaining useful life (14 years).
The fixed amounts that will be paid over the license period (15 years) were
recorded at the net present value of total amounts.
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31-4

31-5

31-6

31-7

31-8

31-9

31-10

Intangible assets (continued)

b. The rights of use of international circuits and the related interconnection fees are measured at cost and are
amortized using the declining method over its estimated useful life (15 years). Starting 1 September 2015 the
amortization changed from the declining method to be straight line method.

¢.  Business combination:
The cost of other intangible assets (customers’ list and trade name) acquired in a business combination is its
fair value as the date of acquisition and are amortized using the straight line method over ils estimated useful
life (7 — 8 years).

Assets under construction

Assets under construction represent the amounts that are incurred for the purpose of conslructing or purchasing
fixed assets until it is ready to be used in the operation upon which it is transferred to fixed assets. Assels under
construction are valued at cost less impairment.

Inventory
Inventory of goods for sale is stated at the lower of cost (using the moving average method) or net realizable
value,

Net realizable value is the estimated selling price in the ordinary course of business less the estimated costs
necessary to make the sale,

The amount of any write down of inventory to net realizable value or the reversal of any write down of inventory
arising from any increase in net realizable value shall be recognized in cost of service in the statement of profit or
foss in the period in which it occurs.

Accounts receivable and other debit balances
Accounts receivable and other debit balances are stated at original invoice amount net of any impairment losses,

Impairment losses are measured as the difference between the accounts receivable and other debit balances
carrying amount and the present value of estimated future cash flows. The impairment loss or the reversal of
impairment foss is recognized in the statement of profit or loss in the period in which it occurs.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of a past
event and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amount of the obligation can be made. Provisions are reviewed at the
financial position date and adjusted to reflect the current best estimate.

Legal reserve

According to the Company’s articles of association 5% of the profits of the year are transferred to the legal reserve
until this reserve reaches 20% of the issued capital, The reserve is used upon a decision from the general assembly
meeting based on the propoesal of the board of directors.

Borrowings

Borrowings ase initially recognized at the value of the consideration received. Amounts maturing within one year
are classified as current liabilities unless the Company has the right to postpone the settlement for a period
exceeding one year after the financial position date then the loan balance should be classified as long term
liabilities.

After initial recognition interest bearing loans and borrowings are subsequently measured at amortized cost using
the effective interest rate method. Gains and losses are recognized in the statement of profit or loss when the
liabilities are derecognized as well as through the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortization is included in finance
expense in the statement of profit or loss.
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31-11

@,

31-12

Income taxes
The current and deferred income tax are recognized as income or expense in profit or loss for the period, except to
the extent that it relates to a business combination, or items recognized directly in equity or in OCL

Current tax

The current income taxes for the current and previous periods that are not yel paid are recognized as a liability,
and if the actual taxes paid for the current and previous periods exceed the tax liability for these periods, the
excess is recognized as an asset. The amount of current tax liability (asset) for the current and previous periods
is measured as the tax amount expected to be paid to or (received from) the tax authorily using tax rates enacled
or substantively enacted at the reporting date. Current tax also includes any tax arising from dividends. Current
tax assets and Habilities are offset only if certain criteria are met.

Deferved tax

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and

liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not

recognized for:

- Initial recognition for goodwill,
Or the initizl recognition of assets or liabililies in a transaction that is not a business combination and that
affects neither accounting nor taxable profit or loss;

- Temporary differences refated to investments in subsidiaries, associates and joint arrangements to the extent
that the Group is able to control the timing of the reversal of the temporary differences and if is probable that
they will not reverse in the foreseeable future.

Deferred tax assets are recognized for carry forward tax losses, unused fax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they can be
used. Future taxable profils are determined based business plans for individual subsidiaries in the Group.
Unrecognized deferred tax assets are reassessed at each reposting date and recognized to the extent that it has
become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using {ax rates enacted or substantively enacted at the reporting date.
Deferred tax assets and liabilities are offset only if certain criteria are met.

Revenue recognition

Revenue is recognized fo the extent that it is probable that the economic benefits will flow to the Company and
the revenue can be reliably measured. Revenue is measured at the fair value of the consideration received
excluding trade discounts rebates and sales taxes or duty.

The following specific recognition criteria must also be met before revenue is recognized:

Service revenue
Revenue from airtime SMS and value added services are recognized when the service is rendered,

Internet revenue
Revenue from internet is recognized when the service is rendered.

Connection fees
Revenue from connection fees is recognized when the line is activated.

Sale of goods
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods
have passed to the buyer usually on delivery of the goods to the customer,

Loyalty program

The Company operates a loyalty points program which allows subscribers {o accumulate points based on their
service revenue. The points can then be redeemed for free service or free good,

The revenue is allocated between service revenue and the points accumulated based on their relative fair values. The
fair value of the points accumulated is deferred and recognized as revenue when the points are redeemed.
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31-13

31-14

31-15

31-16

Expenses

Al expenses including operating expenses, selling and distribution expenses, general and administrative expenses
and other expenses are recognized and charged to the statement of profit or loss in the financial period in which
these expenses were incurred.

Finance income and finance costs

The Group’s finance income and finance costs include:

interest income;

interest expense;

dividend income;

the net gain or loss on the disposal of available-for-sale {inancial assets;

the net gain or loss on financial assets at fair value through profit or loss;
impairment losses recognized on financial assets (other than trade receivables);

Interest income or expense is recognized using the effective interest method. Dividend income is recognized in
profit or loss on the date on which the Company's right to receive payment is established.

Related party transactions
Relaled parties represent affiliated companies, shareholders, directors, key management personnel of the
Company, and entities controlled, jointly controlled or significantly influenced by such parties.

Impairment of assets

Impairment of financial assets

The Company assesses at each financial position date whether there is any objective evidence that a financial asset or
a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if and
only if there is objective evidence of impairment as a result of one or more events that has occurred after the initial
recognition of the asset and has an impact on the estimated future cash flows of the financial asset or the group of
{inancial assets that can be reliably estimated.

Impairment of non-financial assets

The Company assesses at each financial position date whether there is an indication that an asset may be impaired.
Where the carrying amount of an asset or cash-generating unit (CGU) exceeds ils recoverable amount the asset is
considered impaired and is writen down to its recoverable amount. Impairment losses are recognized in the
statement of profit or loss.

A previously recognized impaitment loss is only reversed if there has been a change in the assumptions used (o
determine the asset’s recoverable amount since the last impairment loss was recognized. The reversal is limited so
that the carrying amount of the asset does not exceed its recoverable amount nor exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset in prior years. Such reversal is
recognized in the statement of profit or loss.
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31-17 Employees benefits

a-

31-18

31-19

31-20

Share-based payments

Lquity settled transactions

The cost of equily settled share based payments plan is recognized as expense together with a corresponding
increase in equity over the vesting pertod based on the fair value of the equity settled transactions at the grant
date.

Cash settled transactions

The cost of cash seftled transactions is measured initially at fair value at the grant date. This fair value is
expensed over the period until the vesting date with recognition of a corresponding liability. The liability is
remeasured to fair value af each financial position date up to and including the settlement date with changes in
fair value recognized in the statement of profit or loss.

Defined Contribution Plan
The Company operates a defined contribution plan for its employees® end of service. The contribution is 13% of
the employees’ annual basic salary where the Company’s share is [0% and the employees’ share is 3%.

The Company’s obligation for each period is determined by the amounts to be contributed based on the salary at
the end of that pericd. The obligations are measured on an undiscounted basis.

Lease
Lease contracts are classified as operating lease in accordance with the Egyptian laws and regulations where the
lease payments are recognized as an expense on a straight line basis over the lease term.

Statement of cash flows
The statement of cash flows is prepared using the inditect method.

Cash and cash equivalent
For the purpose of preparing the statement of cash flows the cash and cash equivalent comptise cash on hand,
current accounts with banks and time deposits maturing within three months less bank credit balances.
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