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AUDITORS' REPORT TO THE MEMBERS ON
REVIEW OF INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim balance sheet of Telecard Limited (the
Company) as at 31 December 2009 and the related condensed interim profit and loss account,
condensed interim statement of comprehensive income, condensed interim cash flow statement and
condensed interim statement of changes in equity together with the notes forming part thereof (here-in-
after referred to as “interim financial information”} for the six-month period then ended. Management is
responsible for the preparation and presentation of this interim financial information in accordance with

approved accounting standards as applicable in Pakistan. Our responsibility is to express a conclusion on
this interim financial information based on our review,

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of interim Financial Information Performed by the Independent Auditor of the Entity". A review of
interim financial information consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International 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, however, we
report that:

(a) As disclosed in note 5.1 to the accompanying condensed interim financial statements, intangible
assets include a sum of Rs.32.548 (June 30, 2009: Rs.86.585) million on account of borrowing
costs capitalised by the Company during the current period. In accordance with International
Accounting Standard (IAS) - 23 "Borrowing Costs”, only those borrowing costs which are
directly attributable to the acquisition, construction or production of a qualifying asset are eligible
for capitalisation. However, the said sum relates to those frequencies which have become
operational in previous years and, as such, do not gualify for capitalisation under the said IAS.

Had such borrowing costs not been capitalised as aforesaid, loss before tax would have been
higher by Rs.31.419 million whereas the carrying value of intangible assets would have been
lower by Rs.31.419 million (net of amortisation of Rs.1.129 million);

(h) As stated in note 5.3 to the accompanying condensed interim financial statements, the Company
revalued one of the frequencies of WLL licenses on 30 June 2008. However, the said value, was
not determined with reference to an “active market", as defined in International Accounting
Standard (1AS)-38 "Intangible assets” and, as the said |AS require, under such circumstances,

the frequency in guestion should have been carried at its cost less any accumulated amortisation
and impairment losses.

Had the Company not revalued the above referred frequency, net book value of the intangibles,
surplus on revaluation and deferred tax would have been lower by Rs.1,293.947 million,
R5.841.065 million and Rs.452.881 million, respectively.
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(c)

As disclosed in note 12.1 to the accompanying condensed interim financial statements, gross
amount due to Pakistan Telecommunication Authority (PTA) of Rs.1,585.500 million at the end
of the current period, in respect of license and related frequencies acquired by the Company, is
due by March 2010, after a moratorium of four years granted by the PTA to the Wireless Local
Loop Operators in April 2006. The said sum is shown in the accompanying condensed interim
financial statements as a non-current liability for the reasons disclosed by the management in the
above referred note, as opposed to reflecting the same as a current liability in accordance with
the aforesaid moratorium period granted by the PTA.

Had the Company disclosed the above liability under current liabilities, the same would have
increased by Rs.1,585.500 million whereas non-current liabilities would have decreased by the
same sum, with no effect on net profit for the period.

Conclusion

Based on our review, except for the effects of the matters reported in paragraphs (a), (b) and (¢)
above, nothing has come to our attention that causes us to believe that the accompanying interim

financial information is not prepared, in all material respects, in accordance with the approved accounting
standards as applicable in Pakistan for the interim financial reporting.

Without qualifying our review report, we draw attention to the:

(i)

(ii)

(iii)

contents of notes 8.2(a) and 8.3 to the accompanying condensed interim financial statements in
respect of the lawsuit filed by the Company during the year ended 30 June 2000 in the High Court
of Sindh with regard to the recovery of Karachi Relief Rebate and Interconnect Discount from the
Pakistan Telecommunication Company Limited (PTCL). On an application filed by the Company,
the above referred Court passed an interim order in favour of the Company and appointed a firm of
Chartered Accountants to determine the actual amount due from the PTCL in this regard. The said
firm submitted its report to the Court during the year ended 30 June 2002, containing various
amounts determined under various alternatives, for the period commencing January, 1997 to
August, 2001. Accordingly, pending a final decision by the above-referred court in this matter, no
provision for any amount that may not be recoverable has been made in the accompanying
condensed interim financial statements;

contents of note 8.2 (b) to the accompanying condensed interim financial statements with regard
to a lawsuit filed by the PTCL against the Company during the year ended 30 June 2002. Pending a
decision of the court in this respect, the Company has not made any provision for the amount
claimed by the PTCL in the accompanying condensed interim financial statements:

contents of note 8.4 to the accompanying condensed interim financial statements in respect of the
PTA's claim for Access Promotion Contribution for Universal Service Fund of Rs.1,210.990 million,
out of which the Company paid a sum of Rs.993.620 million to the PTA up to the end of the current
period under protest. The Islamabad High Court, however, decided the case in favour of the PTA
during the previous year. As a result, the Company has filed an appeal in the Supreme Court of
Pakistan, and, hence, pending a final decision in this matter, no adjustment has been made to the
above referred sum of Rs.933.620 million shown by the Company under other receivables

(note 8.4) nor any provision has been made for the remaining sum of Rs.277.370 million in the
accompanying condensed interim financial statements;
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(iv) contents of note 7.1 to the accompanying condensed interim financial statements in respect of
additional mark-up claimed by the Company from a commercial bank which has been accrued by the
Company in the accompanying condensed interim financial statements;

(v) contents of note 11 to the accompanying condensed interim financial statements in respect of
advance received from a Contractor; and

(vi) contingencies disclosed in note 15 to the accompanying condensed interim financial statements the
ultimate outcome of which cannot presently be determined and, hence, pending the resolution
thereof, no provision has been made for the same in the accompanying condensed interim financial

statements.
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Chartered Accountants
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