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TELECARD

LIMITED

Directors’ Report

The Board of Directors of Telecard Limited is pleased to present the Financial
Statements and review of your Company’s performance for the period ended 31
March 2011.

Review of Current Operations

For the nine months, revenue was Rs. 1.205 billion compared to Rs. 1.578 billion for
the corresponding period last year. The intense price pressure faced by the LDI
segment in the third quarter, resulted in such decline of revenues. However, there
are signs that prices have stabilized and we expect improvement in revenues.

The cumulative Gross Profit stood at Rs. 96.97 million for the nine months during the
current year is attributed to reduced direct cost. Management is mindful of reducing
its cost structure. During this period, the distribution cost and administrative expense
was reduced 11%, and further actions are underway. Additionally, a write back of
liability in the sum of Rs. 535 million together with other operating income of Rs. 53
million has helped the company in posting an Operating Profit of Rs. 413 million
compared to Rs. 28 million last year.

Timely debt servicing has reduced the Finance Cost to Rs. 205 million from Rs. 380
million in the time frame last year, a reduction of 46%. This has supported the
Company in posting a Net Profit of Rs. 133 million compared to a Net Loss of Rs.
381 million for the corresponding period last year. The earnings per share have
improved from a negative of Rs. (1.27) to a positive of Rs. 0.44 for the cumulative
time frame.

Push on building new revenue stream continues and in this regard, a wholly owned
subsidiary of the Company by the name of Telecard E-Solutions (Private) Limited has
been established with the purpose of providing information and communication
technology related solutions to businesses. The subsidiary has started off its
operations and we are confident that it will soon start making appreciable
contributions.

Future Prospects

Your Company remains fully focused on enhancing profitable revenue streams,
reducing its overall cost base and providing considerable improvements in the quality
of service. Customers remain as the centerpiece for these actions. Management
continues to build on initiatives which strengthen this direction, and is doing so with a
sense of purpose and commitment.

On behalf of the Board

s —

Shams ul Arfeen
Chief Executive Officer 25 April 2011
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TELECARD LIMITED

CONDENSED INTERIM BALANCE SHEET
AS AT MARCH 31, 2011

(UN-AUDITED)

ASSETS
NON-CURRENT ASSETS

Fixed assets
Property and equipment
Intangible assets

Long term investment
Long term loans
Long term deposits

CURRENT ASSETS
Stock-in-trade
Trade debts
Loans and advances
Deposits and prepayments
Accrued mark-up
Other receivables
Taxation - net
Cash and bank balances

TOTAL ASSETS
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital
Authorised

Note

400,000,000 (June 30, 2010: 400,000,000) Ordinary shares

of Rs. 10 each
Issued, subscribed and paid-up

300,000,000 (June 30, 2010: 300,000,000) Ordinary shares

of Rs. 10 each

Revenue Reserve
Unappropriated profit

NON-CURRENT LIABILITIES

Long-term finances

Redeemable capital

Advance from a Contractor

Long-term deposits

Deferred liabilities

Due to employees

Deferred taxation

Due to Pakistan Telecommunication Authority (PTA)
- Spectrum fee

CURRENT LIABILITIES
Trade and other payables
Accrued mark-up
Short term borrowings
Short term running finances
Current maturities of long term finances

CONTINGENCIES AND COMMITMENTS

TOTAL EQUITY AND LIABILITIES

11

12

13

14

March 31, June 30,
2011 2010
(Un-Audited) (Audited)

weeveener (Rs.in thousands)

2,226,851 2,559,009
2,405,222 2,541,360
4,632,073 5,100,369
340,637 340,537

- 192
49,410 49,479
5,022,120 5,490,577
9,088 8,836
108,292 224,238
21,038 75,965
49,420 41,358
67,596 66,252
3,511,851 3,522,905
125,832 156,406
28,368 23,580
3,921,486 4,119,540
8,943,606 9,610,117
4,000,000 4,000,000
3,000,000 3,000,000
504,046 400,988
3,504,046 3,400,988
233,125 502,000
626,160 776,160
482,142 525,517
59,872 61,112
8,739 8,595
7,127 15,831
234,901 171,358
1,585,500 1,585,500
3,237,566 3,646,073
1,409,672 1,863,034
87,908 74,017

- 17,000

313,341 269,771
391,072 339,234
2,201,993 2,563,056
8,943,606 9,610,117

The annexed notes from 1 to 26 form an integral part of these financial statements.
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REVENUE - net

Direct costs

GROSS PROFIT / (LOSS)

Distribution cost and administrative expenses

Other operating expense
Liabilities no longer payable written back
Other operating income

OPERATING PROFIT / (LOSS)
Finance costs
PROFIT / (LOSS) BEFORE TAXATION

Taxation

NET PROFIT / (LOSS) FOR THE YEAR

BASIC EARNINGS/(LOSS) PER SHARE

TELECARD LIMITED

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT
FOR THE PERIOD ENDED MARCH 31, 2011

(UN-AUDITED)

Nine Months Ended

Quarter Ended

March 31, March 31, March 31, March 31,
Note 2011 2010 2011 2010
.......... (Rs. in thousand)............ veveeeen(Rs.in thousand).........
Restated Restated
1,205,273 1,578,037 336,729 492,862
15 (1,108,300) (1,304,126) (346,212) (431,718)
96,973 273,911 (9,482) 61,144
16 (271,478) (304,801) (95,181) (91,886)
17 (5,733) (11,738) 2,871 (688)
18 535,405 4,168 - 4,168
19 58,311 66,485 23,190 24,259
316,505 (245,886) (69,120) (64,147)
413,478 28,025 (78,603) (3,003)
20 (204,823) (380,234) (65,907) (121,899)
208,655 (352,209) (144,509) (124,902)
21 (75,597) (28,406) 50,664 29,704
133,058 (380,615) (93,845) (95,198)
Rupees Rupees Rupees Rupees
0.44 (1.27) (0.31) (0.32)

The annexed notes from 1 to 26 form an integral part of these financial statements.

Chief Execttive
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TELECARD LIMITED

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

Nine Months Ended Quarter Ended
March 31, March 31, March 31, March 31,
2011 2010 2011 2010
............................................ (RS.IN"000) ..eueieenieiiieniiiiiee e
Restated Restated

Net profit / (loss) for the period 133,058 (380,615) (93,845) (95,198)
Other comprehensive income for the period - -
Total comprehensive income 133,058 (380,615) (93,845) (95,198)

The annexed notes from 1 to 26 form an integral part of these financial statements.

Chief Exgcﬂltive
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CASH FLOW FROM OPERATING ACTIVITIES

Profit / (Loss) before taxation

Adjustments for non cash charges and other items:

Depreciation

Provision for gratuity

Financial charges

Interest of PTA license fee
Amortization of intangible assets
Advance from a contractor
Provision written back

Dividend Income

Profit before working capital changes
(Increase) / Decrease in current assets
Stock-in-trade
Trade debts
Loans and advances
Deposits, prepayments and other receivables

Increase / (Decrease) in current liabilities
Cash generated from operations

Income tax refund/(paid)
Advance from Contractor
Financial charges paid
Gratuity Paid

Long term loans and deposits
Due to employees

Long term deposits

Net cash flow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Fixed capital expenditure
Sales proceeds from disposal of fixed assets
Dividend income received

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Dividend Paid

Repayment of redeemable capital

Repayment of long term Loans

Repayment of Short term borrowing

Short term running finance

Repayment of obligations under finance leases

Net cash used in financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT END OF PERIOD

The annexed notes from 1 to 26 form an integral part of these financial statements.
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TELECARD LIMITED
CONDENSED INTERIM CASH FLOW STATEMENT
FOR THE PERIOD ENDED MARCH 31, 2011

Nine Months Ended

March 31, March 31,
2011 2010
4444444444 (Rs. in thousand)........
Restated
208,655 (352,209)
347,994 467,194
1,167 10,206
204,823 215,318
- 117,841
136,138 154,362
- (207,652)
(254) (18)
(8,388) -
681,480 757,251
890,135 405,042
(252) 120
115,946 38,016
54,927 (94,189)
1,801 (650,138)
172,423 (706,191)
(453,362) (63,905)
609,195 (365,054)
18,521 (6,798)
(43,375) 662,880
(190,932) (212,708)
(1,023) (2,428)
261 1,182
(8,886) (9,801)
(1,240) (3,039)
(226,674) 429,288
382,522 64,234
(15,836) (17,567)
- 1,425
8,388 -
(7,448) (16,142)
(30,000) -
(105,840) (35,280)
(259,375) (120,000)
(17,000) 40,000
43,570 9,911
(1,641) (18,094)
(370,286) (123,463)
4,788 (75,371)
23,580 78,327
28,368 2,956
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TELECARD LIMITED

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

Share Capital

Revenue Reserve

Issued, subscribed Unappropriated
and paid-up profit / (loss) Total
............................... (Rs.in thousands) .........c..cccoeveieiiiinininn.
Balance as at June 30, 2009 - as previously 3,000,000 (161,181) 2,838,819
reported
Effect of prior period adjustments - (136,293) (136,293)
Balance as at June 30, 2009 - as restated 3,000,000 (297,474) 2,702,526
Net Loss for the period - (380,615) (380,615)
Other comprehensive income - - -
Total comprehensive income - (380,615) (380,615)
Balance as at March 31, 2010 3,000,000 (678,089) 2,321,911
Balance as at June 30, 2010 3,000,000 400,988 3,400,988
Net Profit for the period - 133,058 133,058
Other comprehensive income - - -
Total comprehensive income - 133,058 133,058
Final dividend @ Rs.0.10 per Ordinary share of - (30,000) (30,000)
Rs.10 each for the year ended June 30, 2010
Balance as at March 31, 2011 3,000,000 504,046 3,504,046

The annexed notes from 1 to 26 form an integral part of these financial statements.

Chief Execttive
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TELECARD LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

THE COMPANY AND ITS OPERATIONS

Telecard Limited (the company) was incorporated in Pakistan on October 29, 1992 as a public limited company. The shares of the
company are listed on the Karachi and Islamabad Stock Exchanges. The company itself and through its subsidiary is licensed to provide
fully integrated telecommunication services, these include basic wireless telephony, long distance and international services and
payphones.

The registered office of the company is located at World Trade Centre 75, East Blue Area, Fazal-ul-Haq road, Islamabad. The principal
place of business of the company is located at World Trade Centre,10, Khayaban-e-Roomi, Clifton, Karachi.

BASIS OF PREPARATION OF INTERIM CONDENSED FINANCIAL STATEMENTS

These interim condensed financial statements are being submitted to the shareholders in accordance with Section 245 of the Companies
Ordinance, 1984 and have been prepared in accordance with the requirements of International Accounting Standard (IAS) — 34 "Interim
Financial Reporting”, as applicable in Pakistan. The interim condensed financial statements do not include all the information and
disclosures required in the annual financial statements and should be read in conjunction with the financial statements of the Company for
the year ended June 30, 2010.

ACCOUNTING POLICIES

The accounting policies adopted and methods of computation followed in the preparation of these condensed interim financial statements
are the same as those applied in the preparation of the annual financial statements of the Company for the year ended June 30, 2010
except as follows:

The Company has adopted the following amended IFRSs and related interpretations which became effective during the current period:

- IAS 32 - Financial Instruments: Presentation - Classification of Rights Issues (Amendment)
- IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments

In April 2009, International Accounting Standards Board issued amendments to various standards primarily with a view to removing
inconsistencies and clarifying wording. These improvements are listed below:

IFRS 5 - Non-Current Assets Held for Sale and Discontinued Operations
IFRS 8 - Operating Segments

IAS 1 - Presentation of Financial Statements

IAS 7 - Statement of Cash Flows

IAS 17 - Leases

IAS 36 - Impairment of Assets

IAS 39 - Financial Instruments: Recognition and Measurement

The adoption of the above standards, amendments / improvements and interpretations did not have any effect on these condensed
interim financial statements.

The financial risk management objectives and policies are consistent with those disclosed in the annual financial statements of the
Company for the year ended June 30, 2010.

Note March 31, June 30,
2011 2010
(Un-audited) (Audited)

....... (Rs. in thousands) ......
PROPERTY AND EQUIPMENT

Operating fixed assets 4.1 1,681,069 2,014,484
Capital work-in-progress 4.2 545,781 544,525
2,226,850 2,559,009

4.1. Operating fixed assets

Opening net book value 2,014,484 2,643,856
Additions during the current period / year 4.1.1 14,579 8,571
2,029,063 2,652,427

Disposals during the current period / year 412 - 2,158

Accumulated depreciation on disposals - (2,158)
Depreciation charged during the period / year 347,994 637,943
347,994 637,943

1,681,069 2,014,484




March 31, June 30,
2011 2010
(Un-audited) (Audited)

....... (Rs. in thousands) ......

4.1.1 Details of additions made during the current
period are as follows:

Owned
Apparatus, plant and equipment 8,735 1,753
Computers and related accessories 4,438 3,681
Furniture, fixtures and office equipment 916 107
Vehicles 490 3,030
14,579 8,571
4.1.2 Details of disposals made during the current
period are as follows:
Owned
Vehicles - 2,158
- 2,158
4.2 Capital work-in-progress
Owned 518,100 518,561
Advances to Suppliers 27,681 25,964
545,781 544,525
INTANGIBLE ASSETS
Wireless local loop (WLL) license 5.1 3,345,096 3,345,096
Long Distance International (LDI) license 5.2 29,029 29,029
3,374,125 3,374,125
Less: Amortisation to date (968,903) (832,765)
2,405,222 2,541,360

5.1 These represent cost of non-exclusive licenses granted by the Pakistan Telecommunication Authority (PTA) to the Company for
providing certain telecommunication services in the specified regions of the country and for establishing, maintaining and operating
a telecommunication system, in accordance with the terms and conditions of the licenses. The licenses are effective for a period of
20 years, commencing August 04, 2004.

52 This represents cost of non-exclusive license granted by the PTA to the Company for providing the LDI telecommunication services

in the country for a period ranging between 16 and 20 years for various frequencies therein, commencing July 27, 2004.

LONG TERM INVESTMENT

Supernet Ltd 340,537 340,537

TCL Asia (UK) Ltd 6.1 - -

Telecard E-Solutions (Pvt) Ltd 6.2 100 -
340,637 340,537

6.1 During the current period, on July 02, 2010, the Company acquired a subsidiary, Telecard Asia U.K. Limited, as a result of a sale
agreement entered between the Company and the seller, whereby, the Company acquired one Ordinary share of £1 of the said
subsidiary, representing its entire share capital.

6.2 During the current period, on Jan 12, 2011 the company incorporated a subsidiary Telecard E-Solutions (Pvt) Ltd by subscribing
10,000 ordinary shares of Rs.10/- each representing its entire paid-up capital.



7. OTHER RECEIVABLES March 31, June 30,
2011 2010
Considered good (Un-audited) (Audited)
Due from PTCL
Karachi Relief rebate 71 651,541 651,541
Interconnect discount 7.2 28,701 28,701
WPS - under protest payments 289,725 289,725
Leased lines and upfront connection charges 131,517 131,517
LL & LDI charges - under protest payements 200,000 200,000
Wire line 48,717 48,712
Multi-metering 18,287 18,287
1,368,488 1,368,483
Due from PTA 7.3 2,111,115 2,111,115
Due from related parties 74 19,555 32,566
Augere Pakistan 1,773 -
Insurance Claim 9,742 9,743
Claim Against Bank 998 998
Due from zonal employees 180 -
3,511,851 3,522,905
Considered doubtful
Due from PTCL 75 10,361 10,361
Due from Zonal offices 15,874 15,874
Others 4,162 4,162
30,397 30,397
Provision for other receivables considered doubtful 7.6 (30,397) (30,397)
3,511,851 3,522,905
71 (a) In the interest of public safety, the Government of Pakistan (GoP) is empowered to close transmission of all messages /

(b)

services, subject to certain conditions. Section 54 of the Pakistan Telecommunication (Reorganization) Act states that GoP
can do so "Provided that the GoP may compensate any licensee whose facilities or services are affected by any action
under that section". Under these powers, the GoP shut down the service of the company from July 1995 to January 1997.
The company served a notice to the GoP for compensation and as a quid pro quo and in consideration of the company
having agreed to withdraw its claim, GoP offered the Interim Relief Rebate Package. This arrangement was duly approved
by the cabinet and announced, on behalf of GoP, by PTA.

As per the award of GoP, PTCL started paying the Interim Relief Rebate upto June 30, 1998 and thereafter, unilaterally
PTCL decided to discontinue payments against the said package.

During the year ended June 30, 2000, the company filed a law suit against the PTCL in the Honorable High Court of Sindh
for the recovery of Rs.71.276 million accrued upto October 1999 and consequential losses thereon aggregating to Rs.2,
261.924 million. The Honourable High Court of Sindh, during the year ended June 30, 2002, on an application filed by the
company, passed an interim order in favor of the company and appointed a firm of Chartered Accountants for the
determination of the actual amount receivable (final sum) from the PTCL. The said firm calculated the relief rebate and
interconnect discount in accordance with the direction of the Court, containing various amounts determined under various
alternatives, for the period January 1997 to August 2001.

The company contends that the relief rebate allowed to it through PTA's letter dated January 20, 1997 is of a continuing
nature as no cessation date is mentioned in that letter. The company further contends that the relief package was approved
by the GoP after negotiations between the GoP and the company.

As the Honourable High Court of Sindh already passed an interim order in August 2001 in favor of the Company and in light
of the above, the management of the Company is confident that the recovery of the amount accrued to date would be as
prayed by the Company.

The total amount due to be recovered on account of relief rebate amounts to Rs. 698.690 million up to June 30, 2006. On a
prudent basis, the Company accrued interim relief package up to June 30, 2005, aggregating to Rs. 651.541 million, after
which the practice of accruing the said relief was discontinued. In the view of the legal advisor of the Company, the Company
has a strong case and likelihood of the Company loosing the case is remote. Hence, the management is confident about the
realization of amount accrued in the financial statements and considers the recovery of the same to be virtually certain.

During the year ended June 30, 2002, the PTCL filed a law suit against the company for the recovery of Rs.334.313 million,
alleging and disputing the relief rebate claimed / adjusted by the company. In the opinion of the legal advisor of the company,
if it is decided by the court that the company is not entitled to the Karachi relief rebate and the decision in this case is against
the company, then the company would have to pay only the above amount on account of Karachi relief rebate. If, however, it
was concluded by the court that the relief rebate is applicable, then, no amount would be liable to be paid by the company to
the PTCL but in fact the company would be entitled to recover certain amounts as claimed in law suit discussed in (a) above.
As per the above-referred legal advisor, the result of the above lawsuit of the company is correlated with the proceeding of
the lawsuit, as referred to in note 7.1 (a) above. Accordingly, pending the decision the court in this respect, the company has
not made any provision for the aforesaid claim in the financial statements.

The Honourable High Court of Sindh, in its order dated June 25, 2003, ordered the company not to create third party interest
on its fixed assets as well as undertakings except in the ordinary course of business till the disposal of this case.
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This represents the amount of interconnect discount which is subject to the determination of the final sum, as stated in note 7.1 (a)
above. The company is confident that it will recover the entire amount of interconnect discount from the PTCL and, hence, no
provision has been made thereagainst in these interim condensed financial statements.

In March 2007, the PTA issued show cause notices to eight telecom companies, including the Company, in respect of Access
Promotion Contribution (APC) for Universal Service Fund (USF) under the AP Rules, 2004 and AP Regulations, 2005. In case of
the Company, the amount demanded was Rs.29.473 million. The Company responded to the show cause notice and appeared
before the Authority through its Counselor, contending that the AP Rules, 2004 and the AP Regulations, 2005 were ultra vires and
were of no legal effect whatsoever. During the year ended June 30, 2008, the PTA issued a final determination, upholding the said
show cause notice and demanded the amount therein. A stay order against the PTA determination was obtained by the Company
through the Islamabad High Court and repatriation was filed against the PTA and others. During the year ended June 30, 2009, the
Islamabad High Court decided the case in favour of the PTA. The Company as a result thereof has filed an appeal in the Supreme
Court of Pakistan, which is in the initial stages of hearing.

Further, the PTA demanded a sum of Rs.3,520.178 million up to March 31, 2011 (June 30, 2010: Rs.2,239.675 million) in respect of
APC for USF on the basis of airtime utilized by the Company up to March 31, 2011, in addition to Rs.29.473 million, aggregating to
Rs.3,549.651 million, against which the Company paid a sum of Rs.2,111.115 million under protest (June 30, 2010: Rs.2,111.115)
million (including forced payments in respect of research and development and RBS), comprising (a) Rs.729.479 million paid by the
Company during the last year and (b) a sum of Rs.1,200.000 million paid by the Contractor to PTA on behalf of the Company,
during the year ended June 30, 2010 and (c) Rs.181.636 million paid up to June 30, 2009. Pending a final decision in this matter,
the Company has recorded the said sum as due from the PTA under other receivables and has not adjusted the same nor any
provision has been made for the remaining sum of Rs.1,438.536 million (June 30, 2010: Rs.158.033) million in these condensed
interim financial statements as management, based on the legal opinion received from its legal advisor in this regard, is confident
that it will succeed in recovering the above referred sum.

Note March 31, June 30,
2011 2010
(Un-audited) (Audited)

....... (Rs. in thousands) ......

Due from related parties

Pakcom Ltd 3,094 14,875
Instaphone (Pvt) Ltd 4,689 -
Instaphone infrastructure (Pvt) Ltd. 11,439 12,341
Supernet Ltd - 5,200
Envicrete Ltd 281 122
Telecard E-Solutions (Pvt) Ltd 23 -
Grand Leisure Corporation Ltd 28 28
19,555 32,566

This represents amounts overbilled by the PTCL in respect of Optical Fibre lines based on the rates applicable during the relevant
billing periods. A claim in respect of the above is pending settlement. However, pending the settlement, as a matter of prudence, the
management has made full provision against the above claim in these financial statements.

Provision for other receivables considered doubtful

Balance as at July 01 30,397 30,714
Charge for the year / (Written back) - (317)
30,397 30,397

LONG TERM FINANCING

Secured

From banks and financial institutions
Local currency loan - | 8.1 7,000 21,000
Local currency loan - Il 8.1 168,750 178,125
Local currency loan - Il 8.1 130,000 330,000
Local currency loan - IV 8.1 34,000 70,000
339,750 599,125

8.1

Current maturity of local currency loans shown
under current liabilities (106,625) (97,125)

233,125 502,000

The principal terms and conditions of the outstanding loans have remained the same as disclosed in the financial statements of the
Company for the year ended June 30, 2010.
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Note March 31, June 30,
REDEEMABLE CAPITAL 2011 2010
(Un-audited) (Audited)
Secured (Rs. in thousands) ......
Balance as at July 01, 9.1 882,000 987,840
Current maturity shown under current liabilities 14 (255,840) (211,680)
626,160 776,160

9.1 This represents listed Term Finance Certificates (TFC's) issued by the Company to various financial institutions, trusts and general
public for the purposes of acquiring radio spectrum frequencies from the PTA and expanding / upgrading new wireless local loop
network.

These are secured against a first specific charge over the fixed assets of the Company, aggregating to Rs.800.000 (June 30, 2010:
Rs.800.000) million.

ADVANCE FROM CONTRACTOR

Unsecured

Opening balance 101 525,517 -

Advance received during the year - 605,810

Trade debts applied there against (43,375) (80,293)
482,142 525,517

10.1 This represents an advance received during the year ended June 30, 2010 from Augere Pakistan (Private) Limited (the Contractor)
in respect of infrastructure services the Company has agreed to provide to the said Contractor, pursuant to a credit note for
Rs.1,051.250 million (equivalent to US$12.5 million) to be issued by the Company under the terms of an Amended and Restated
Network Agreement, signed on April 26, 2010 between the Company, Contractor and its Subsidiary Company . As part of the
consideration for the above credit note, the Contractor is committed to issue shares to the Company for a value of Rs.445.440
million, which will be recorded by the Company as and when these are issued by the Contractor.

Although the Amended and Restated Network Agreement does not specify the period during which such infrastructure services are
to be provided by the Company to the Contractor, the Company estimates that based on the current usage level, the value of the
Credit Note will be exhausted in the balance life of its WLL Licenses, i.e. approximately fourteen years. Since the credit note in
question has not been finalised to-date, it is not possible at present to calculate the amount to be taken into income during the next
twelve months and, accordingly, no amounts have been transferred to current liabilities at the end of the current period

DUE TO PAKISTAN TELECOMMUNICATION AUTHORITY

Balance at the beginning of the year 111 1,585,500 1,428,378
imputed Interest charaed to profit & loss account - 157,122

1,585,500 1,585,500

11.1 This represents the balance of initial spectrum fees (balance fees) due to PTA in respect of the license and related
frequencies acquired by the Company, as referred to in note 5. In 2005 the WLL Operators requested the government
through the MOIT to grant a moratorium for payment of the balance fees followed by a staggered payment schedule over 10
years. The PTA, pursuant to the approval of the Economic Coordination Committee (ECC), confirmed granting of the
moratorium of 4 years, expiring in March 2010, to the WLL industry including the Company for the payment of balance of the
spectrum fees, while other payment modalities were to be finalized. Since then, WLL Operators have been requesting the
authorities for a confirmation of staggering of the balance fees over 10 years. On March 10, 2010, the Company received a
letter from PTA approving the staggering of balance of initial spectrum fees in ten equal instalments commencing from the
financial year 2009-10. However, few days later, PTA withdrew the said letter regarding it as being issued inadvertently, and
instead, issued a show cause notice to the Company on June 02, 2010 seeking explanation for non-payment of the balance
of initial spectrum fee with an immediate demand for the payment of the said amount. The Company thereafter submitted a
detailed response against the show cause notice to the PTA, raising several legal and factual grounds.

In October 2010, a Writ Petition was instituted against the PTA by a number of WLL Licensees including the Company before
the Lahore High Court, Rawalpindi Bench, seeking withdrawal of the show cause being non-maintainable on the grounds that
the concession granted to the Company by the approval of ECC permitting payment of the 50% Spectrum Fee in ten equal
installments is a valid and enforceable concession which cannot be altered or withdrawn by the PTA or MOITT, and that the
moratorium continues till such time as the reason upon which such moratorium was initially granted remain in existence.
Moreover, the WLL industry had approached the PTA for grant of moratorium under the provisions of the Act which was not
handled by the PTA in accordance with the law. The moratorium having been granted the Company and all other WLL
licensees acted upon the concession and proceeded to implement their roll out’s based on the moratorium combined with the
staggered payments of the balance Spectrum Fee. The Court while directing PTA not to take any adverse action against the
Company has issued direction to PTA to make a decision on these two main questions relating to the issue a) whether or not
the moratorium is in effect, and b) whether or not PTA has the power to grant Moratorium under the law, and the Company
will retain the right to appeal in case of an adverse finding by the PTA. PTA has as yet not fixed the matter for a hearing to
decide these two issues.

The legal advisor of the Company is of the view that there is more than an even chance of success in the current show cause
proceedings that the Company would be successful in obtaining the additional 4 year moratorium and payment in 10 annual
installments, commencing 2013. The legal advisor has also opined that the balance spectrum fee demanded by PTA is not
legally and contractually due and payable as at 31 December 2010, and, as such, the same will not be due during the
ensuing year. Accordingly, for this reason, the management has classified the said liability as non-current.

The spectrum fee had been discounted to present value of future cash flows, using an effective interest rate of 11% per
anum.
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TRADE AND OTHER PAYABLES

Trade creditors

PTCL charges - net
ZTE Corporation Limited
Alcatel Lucent Pakistan

Others

Other liabilities

Pakistan Telecommunication Authority
Due to related parties

Accrued liabilities

Advances from customers
Unclaimed dividends

Unearned income
Sales tax — net

Provision for Withholding tax
Workers welfare fund

Others

12.

o

1

Note

121

12.2

March 31,
2011
(Un-audited)

June 30,
2010
(Audited)

....... (Rs. in thousands) ......

649,913 668,797
31,079 35,576

- 513,600
179,794 189,160
860,786 1,407,133
31,763 37,703
202,601 39,197
36,763 37,369
12,478 15,436
6,216 6,216
78,421 86,287
55,406 58,604
118,498 127,940
4,258 46,238
2,481 911
548,886 455,901
1,409,672 1,863,034

During the year ended June 30, 2007, the PTCL submitted an application in the Court of Senior Civil Judge, Islamabad, for

arbitration in respect of resolution of disputes relating to WPS, claiming a sum of Rs.968.000 (June 30, 2010: Rs.968.000) million
on account of air time charges, line rent and access charges and Rs.276.000 (June 30, 2010: Rs.276.000) million in respect of
leased line charges from the Company. Further, the PTCL raised a bill for Rs.102.080 million and Rs.50.912 million for years ended
June 30, 2009 and June 30, 2010. Hence, total amount claimed by the PTCL as at December 31, 2010 amounted to Rs.1,396.992

(June 30, 2010: Rs. 1,396.992) million.

However, the management, while acknowledging the liability to the extent of Rs.609.708 (June 30, 2010: Rs.609.708) million does
not accept the liability for the remaining sum of Rs.787.284 (June 30, 2010: Rs.787.284) million and has not recorded the same in
these condensed interim financial statements. In this respect, however, the Company, during the year ended June 30, 2007, paid a

sum of Rs.100.000 million to the PTCL under protest to ensure uninterrupted WPS.

During the year ended June 30, 2008, a notice was served by the PTCL to the Company, stating that unless the above referred
sum was paid, the PTCL would suspend the WPS service to the Company. The Company approached the Court in this matter,
praying the declaration of the above referred notice as unlawful, and seeking at the same time, a permanent injunction, restraining
the PTCL from suspending the said service. The Court issued an Order, dated February 26, 2008 and instructed PTCL not to
suspend the WPS service provided the Company to continued to pay Rs. 17.000 million per month to the PTCL irrespective of the
amount invoiced by the PTCL, with the said amount subject to final determination upon completion of the arbitration process, which
is currently under progress. Based on said Order, the Company paid a sum of Rs.170.000 million to PTCL for the period
commencing May 2008 to February 2009. Thereafter, the Company stopped paying the said amount to the PTCL, as services

under the WPS Agreement were no longer required.

12.2 This represents amounts due to the following related
parties on account of services received therefrom:
World Trade Centre (Pvt) Ltd

Envicon (Pvt) Ltd

Arfeen international (Pvt) Ltd
Total Telecom (Pvt) Ltd
Instaphone (Pvt) Ltd
Chaman Investment (Pvt) Ltd

Supernet Ltd

CURRENT MATURITIES OF LONG TERM LIABILITIES

Long term financing
Redeemable capital

Liabilities against assets subject to finance leases

Due to employees

CONTINGENCIES AND COMMITMENTS

Contingencies

11,904 25,193

52 52

- 8,822

402 402

- 1,301

4,075 3,427
186,167 -

202,601 39,197

106,625 97,125

255,840 211,680

13,309 14,949

15,298 15,480

391,072 339,234

14.1 There has been no change in the status of contingencies reported in the financial statements for the year ended June 30, 2010

14.2 The contingencies in respect of matters relating to PTCL including claim in respect of Karachi Relief Rebate, interconnect discount

and overbilling etc. have been disclosed in note 7.1, 7.2 and 12.1 to these interim condensed financial statements.

(b) Commitments

14.

w

Counter guarantees given to banks

214,500

189,875
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DIRECT COSTS

March 31, March 31, March 31, March 31,
2011 2010 2011 2010
Restated Restated

Interconnect charges 348,518 399,047 112,373 134,520
Network Media Charges 67,603 65,527 22,865 19,281
Network site Rent 115,924 123,990 28,274 37,895
Network sites utilities and maintenance 71,955 71,300 21,493 24,922
Insurance 8,116 6,314 2,656 2,677
Annual License Fees 17,827 25,477 5,946 8,492
Cost of cards sold 1,152 1,560 347 455
Depreciation 341,067 456,549 106,878 151,582
Amortization of intangible assets 136,138 154,362 45,380 51,894
1,108,300 1,304,126 346,212 431,718
DISTRIBUTION COST AND ADMINISTRATIVE EXPENSES
Salaries and other benefits 143,882 142,457 50,637 44,443
Gratuity 1,167 10,206 388 3,402
Postage, telephone and telex 2,608 3,369 914 935
Vehicles running and maintenance 17,167 16,302 6,190 5,299
Travelling & entertainment 3,855 6,669 1,332 1,631
Office maintenance 7,593 6,269 2,527 2,041
Stationery and photocopies 4,361 3,467 1,297 840
Rent 40,034 48,082 14,330 10,404
Utilities 15,833 19,626 5,903 6,645
Insurance 4,387 4,903 1,566 1,950
Legal and professional charges 6,120 8,419 1,589 3,307
Auditors' remuneration 3,380 4,691 811 2,710
Sales promotion and marketing 10,195 13,388 4,855 4,252
Fees and subscription 1,600 2,016 79 629
Depreciation 6,926 10,644 2,289 3,375
Donation 1,057 1,000 60 -
Provision for debts considered doubtful 4 2,462 - -
Provision for penalties 670 - - -
Others 640 831 415 23
271,478 304,801 95,181 91,886
OTHER OPERATING EXPENSES
Exchange loss 1,475 11,738 78 688
Worker Welfare Fund 4,258 - (2,949) -
5,733 11,738 (2,871) 688
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18.1

18.2

19.

20.

21.
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...Nine Month Ended........... Quarter Ended...........
March 31, March 31, March 31, March 31,

2011 2010 2011 2010
Restated Restated
LIABILITIES NO LONGER PAYABLE WRITTEN BACK ... (Rs. in thousands) ...... ... (Rs. in thousands) ......
Alcatel Lucent 18.1 516,000 - - -
Worker Welfare Fund (WWF) 18.2 19,405 - - -
Excess provision - 4,168 - 4,168
535,405 4,168 - 4,168

The Company entered into a supply contract with Lucent Technologies International Sale (LTIS) in 2004 for supply of a CDMA technology
based WLL telecommunication system to replace its network in certain markets. The parties reached an understanding that the Company will
purchase US$8.8 million worth of equipment and services in cash on the condition that LTIS will provide an additional US$6 million worth of
equipment and services on financing. Repayment under the financing was conditional upon generation of additional revenues by the Company
in the markets in which the network was installed. LTIS also indicated availability of additional financing for further expansion phases. The
network equipment was deployed in 2005, and a liability of Rs.364.000 million was recorded in the books. The current value of this liability on
the current exchange rate is Rs.516.000 million.

Subsequently, due to a number of reasons including decline in call prices and reduction in demand for payphone services, the Company was
not able to increase its revenues from the relevant markets over and above the agreed threshold. At the request of LTIS the parties explored
alternatives but none of these were successfully implemented. Meanwhile, LTIS was acquired by Alcatel of France to form Alcatel-Lucent
(ALU). As Alcatel was an established supplier of GSM networks in Pakistan, the merged entity ALU is less focused on growing the CDMA
networks business as compared to LTIS, and this has hindered any further business between the Company and ALU.

In light of the above, the management does not consider the US$6.0 million financing as repayable to ALU, and believes continuing to carry
this as a liability in its books will not provide a true and fair picture of its business. The management has, therefore, written back this liability in
these financial statements.

This represent write back of excess provision charged by the company during the year ended June 30, 2009 and June 30, 2010.

OTHER INCOME

Gain on sale of fixed assets - 1,425 - -
Mark-up on loan to Supernet 1,678 22,122 - 16,122
Return on bank deposits 96 1,391 - 16
Site sharing income 30,276 24,773 9,814 8,113
Mark-up on current account with related parties 1,368 4,768 - -
Income against license - 10,208 - -
Dividend Income - Supernet 8,388 - -
Provision written back for doubtful debts - 18 97) -
Professional Services 13,500 - 13,500 -
Others 3,005 1,780 (27) 8

58,311 66,485 23,190 24,259
FINANCE COSTS

Mark-up on secured:

Redeemable capital 116,082 141,224 37,189 43,580
Long term loans 61,194 73,098 16,640 22,580
Interest on license fee - 117,841 - 39,280
Short term loans - 2,832 - 1,663
Short term running finances 24,316 40,841 10,672 12,449
Finance leases 258 1,121 - 89
Bank charges 2,973 3,277 1,406 2,260
204,823 380,234 65,907 121,899
TAXATION
Current 12,053 7,890 3,368 2,464
Deferred 63,544 20,516 (54,032) (32,168)

75,597 28,406 (50,664) (29,704)
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14
TRANSACTIONS WITH RELATED PARTIES

The related parties include major shareholders, entities having directors in common with the Company, directors and other key management
personnel. Transactions with related parties are as under:

March 31, March 31,
2011 2010
Restated
Subsidiary (Rs. in thousands) ......

Supernet Ltd

Services provided by the Company 7,011 7,085

Services provided to the Company 12,616 18,790

Loan given by the company - 66,500

Mark-up charged by the Company 1,613 10,782

Dividend received 8,388 -

Entities having directors in common with the Company

Arfeen International (Private) Ltd

Rent expenses charged to the Company 4,140 4,140

Mark-up charged to the Company - 3,259
Pakcom Ltd

Services provided to the Company 12,760 68,590

Mark-up charged by the Company - 4,768
Chaman Investment (Private) Ltd

Services provided to the Company 648 648
World Trade Centre (Private) Ltd

Service received by the company 27,416 22,469
Instaphone Ltd

Rent paid on behalf of the related party 4,785 -

Mark-up Charged by the company - 99
Instaphone Infrastructure (Private) Ltd

Services provided to the Company 46,251 6,960

Services provided by the Company 13,500 -

Rent paid on behalf of the related party 2,874 1,096

Mark-up charged by the company - 119

23. PRIOR PERIOD ADJUSTMENTS
The company in order to comply with the requirements of IAS — 8 “Accounting Policies, Changes in Accounting Estimates and Errors”, made
the following adjustments in these condensed interim financial statements, as a result of the matters discussed in detail in annual financial
statements of June 30, 2010 in respect of the following:
(a) the reversal of revaluation surplus arising on intangible asset; and
(b) the reversal of borrowing costs capitalised on intangible asset.
These adjustments have been accounted for retrospectively in accordance with the requirement of International Accounting Standard (IAS) — 8
“Accounting Policies, Changes in Accounting Estimates and Errors” as a result of which the comparatives for the prior period have been

restated.

The effects of restatement on the condensed interim financial statements of the prior period are as follows:
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25,

26.

March 31, 2010

Restatement in profit and loss account
Revenue

Direct Cost

Finance cost

Net loss for the period

Earning per share - basic

CORRESPONDING FIGURES

15

The following major corresponding figures have been reclassified for the purposes of better presentation:

From

Direct Costs

Internet bandwidth charges
Optical Fiber network
Network site rent

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on April 25, 2011 by the Board of Directors of the Company.

GENERAL

Figures have been rounded off to the nearest thousands.

Chief Execttive

(As originally Effect of prior
reported in ) period errors
2010 2010
------------------ (Rs. in thousands) =--=-======sssuaux
1,581,870 (3,833) 1,578,037
1,374,886 (70,760) 1,304,126
333,159 47,075 380,234
311,564 69,051 380,615
1.04 0.23 1.27
To (Rupees in thousand)
Direct Costs

Network media charges 18,509
Network media charges 8,209
Network media charges 38,809

x’//Dﬁ@rctor



TELECARD LIMITED

CONDENSED INTERIM CONSOLIDATED BALANCE SHEET

AS AT MARCH 31, 201
(UN-AUDITED)

ASSETS

NON-CURRENT ASSETS
Fixed assets

Property and equipment
Intangible assets

Long term loans and advances
Long term deposits

CURRENT ASSETS
Communication stores
Stock-in-trade
Trade debts
Loans and advances
Deposits and prepayments
Accrued mark-up
Other receivables
Taxation - net
Short term investment
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital
Authorised

400,000,000 (2010: 400,000,000) Ordinary shares
of Rs. 10 each

Issued, suhscrihed and paid-up

Revenue Reserve
Unappropriated profit

NON-CURRENT LIABILITIES

Long-term finances

Redeemable capital

Advance from a contractor

Long-term deposits

Deferred liabilities

Due to employees

Deferred taxation

Due to Pakistan Telecommunication Authority (PTA)
- Spectrum fee

CURRENT LIABILITIES
Trade and other payables
Accrued interest / mark-up
Short term borrowing
Short term running finances
Current maturities of long term liabilities

CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

1

Note

March 31,
2011

June 30,

2010

........ (Rs. in thousands) ......

2,301,561 2,639,677
2,475,335 2,611,521
4,776,896 5,251,198
5,820 6,012
159,863 91,275
4,942,579 5,348,485
23,184 91,010
9,088 8,836
433,345 1,057,917
145,846 50,157
74,901 116,591
67,596 66,562
3,517,617 3,521,689
90,860 191,458
9,571 9,571
28,368 82,451
4,400,376 5,196,242
9,342,955 10,544,727
4,000,000 4,000,000
3,000,000 3,000,000
926,112 674,579
3,926,112 3,674,579
233,125 502,000
626,160 776,160
482,142 525,517
59,872 127,739
12,387 12,243
9,578 23,139
181,800 118,256
1,585,500 1,585,500
3,190,564 3,670,554
1,403,115 2,469,661
87,914 74,017
1,425 17,000
342,753 269,771
391,072 369,145
2,226,279 3,199,594
9,342,955 10,544,727

The annexed notes from 1 to 20 form an integral part of these condensed interim consolidated financial statements.

Chief Executive




TELECARD LIMITED
CONDENSED INTERIM CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

Nine Months Ended Quarter Ended
March 31, March 31, March 31, March 31,
2011 2010 2011 2010
(Restated) (Restated)
w.eveer.. (Rs.in thousands) ...... weeeer.. (Rs.in thousands) ......
Note

REVENUE - net 1,989,574 2,047,653 567,554 686,306
Direct costs 9 (1,576,411) (1,564,975) (445,557) (502,541)
GROSS PROFIT 413,163 482,678 121,997 183,765
Distribution cost and administrative expenses 10 (338,615) (369,421) (113,083) (115,759)
Other operating expense 11 (5,733) (13,883) 2,871 (1,552)
Liabilities no longer payable written back 12 535,405 4,168 - 4,168
Other operating income 13 42,310 38,686 20,211 (1,536)

233,367 (340,450) (90,001) (114,679)
OPERATING PROFIT 646,530 142,228 31,996 69,086
Finance costs 14 (204,869) (382,710) (65,914) (122,121)
PROFIT / (LOSS) BEFORE TAXATION 441,661 (240,482) (33,918) (53,035)
Taxation 15 (160,128) (44,821) 11,915 23,046
NET PROFIT / (LOSS) FOR THE PERIOD 281,533 (285,303) (22,003) (29,989)

Rupees Rupees Rupees Rupees

BASIC AND DILUTED EARNINGS / (LOSS) PER SHARE 0.94 (0.95) (0.07) (0.10)

The annexed notes from 1 to 20 form an integral part of these condensed interim consolidated financial statements.

Chief I_E_ gcﬁltive /7 D'ir/efctor



TELECARD LIMITED

CONDENSED INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

Nine Months Ended Quarter Ended
March 31, March 31, March 31, March 31,
2011 2010 2011 2010
(Restated) (Restated)
........ (Rs.in thousands) ...... weeere..(Rs.in thousands) ......
Net profit / (loss) for the period 281,533 (285,303) (22,003) (29,989)
Other comprehensive income for
the period ) ) ) )
Total comprehensive income / 281,533 (285,303) (22,003) (29,989)

(loss) for the period

The annexed notes from 1 to 20 form an integral part of these condensed interim consolidated financial statements.

Chief Exgcﬂltive ,a‘f/Dir/efctor



TELECARD LIMITED
CONDENSED INTERIM CONSOLIDATED CASH FLOW STATEMENT
FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

March 31, March 31,
2011 2010
(Restated)
Note  .icverininnnns (Rs. in thousand)...............
CASH FLOW FROM OPERATING ACTIVITIES
Profit / (loss) before taxation 441,661 (240,482)
Adjustments for non cash charges and other items:
Depreciation 408,382 538,668
Provision for gratuity 1,167 10,206
Financial charges 204,870 264,869
Interest on PTA license fee - 117,841
Advance from a contractor - (207,652)
Amortization of intangible assets 136,186 154,410
750,605 878,342
Profit before working capital changes 1,192,266 637,860
(Increase) / Decrease in current assets
Stock-in-trade (252) 120
Communication stores 67,826 4,546
Trade debts 624,572 22,157
Loans and advances (95,689) (32,317)
Deposits, prepayments and accrued markup 40,656 2,393
Other receivables 4,072 (694,835)
641,185 (697,936)
(Decrease) / increase from creditors, accrued
and other liabilities (1,066,546) (84,937)
Cash generated from operations 766,905 (145,013)
Income tax refund/(paid) 4,014 (28, 307)
Advance from a contractor (43,375)
Financial charges paid (190,972) (218, 819)
Gratuity paid (1,023) (2,622)
Due to Employees (10,339) (11,356)
Long Term loans, deposits and advances (68,396) (1,931)
Long Term deposits (101,182) (3,039)
(411,273) (266,074)
Net cash generated from operating activities 355,632 (411,087)
CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure (70,267) (90,509)
Net cash used in investing activities (70,267) (90,509)
CASH FLOW FROM FINANCING ACTIVITIES
Dividend paid (30,000) -
Repayment of redeemable capital (105,840) (35,280)
Repayment of long term loans (259,375) (186,500)
Advance from Contractor - 662,880
Repayment of Short term borrowings (15,575) 40,000
Short term running finance 72,982 (5,181)
Repayment of obligations under finance leases (1,640) (18,094)
Net cash flow from financing activities (339,448) 457,825
NET (DECREASE) / INCREASE IN CASH AND CASH EQUIVALENTS (54,083) (43,771)
CASH AND CASH EQUIVALENTS AT THE BEGINING
OF THE PERIOD 82,451 79,050
CASH AND CASH EQUIVALENTS AT THE END
OF THE PERIOD 28,368 35,279

The annexed notes from 1 to 20 form an integral part of these condensed interim consolidated financial statements.




TELECARD LIMITED
CONDENSED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED MARCH 31, 2011
(UN-AUDITED)

Share Capital Revenue Reserve

Issued, subscribed

and paid-up unappropriated profit Total
................... (Rs.in'000) ......cevvvenene

Balance as at June 30, 2009 - as previously
reported 3,000,000 (16,639) 2,983,361
Effect of prior period adjustments - (132,929) (132,929)
Balance as at June 30, 2009 - as restated 3,000,000 (149,568) 2,850,432
Net loss for the period - (285,303) (285,303)
Other comprehensive income - - -
Total comprehensive loss - (285,303) (285,:;03)
Balance as at Mar 31, 2010 3,000,000 (434,871) 2,565,129
Balance as at June 30, 2010 3,000,000 674,579 3,674,579
Net profit for the period - 281,533 281,533
Other comprehensive income - - -
Total comprehensive income - 281,533 281,533
Final dividend @ Rs.0.10 per Ordinary share of
Rs.10 each for the year ended June 30, 2010 - (30,000) (30,000)
Balance as at Mar 31, 2011 3,000,000 926,112 3,926,112

The annexed notes from 1 to 20 form an integral part of these condensed interim consolidated financial statements.

Chief Execttive ,x7 Difector



TELECARD LIMITED
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED MARCH 31, 2011

1. THE GROUP AND ITS OPERATIONS

The Group comprises of :

Telecard Limited - Holding Company

Supernet Limited - Subsidiary Company

Telecard Asia (UK) Limited - Subsidiary Company
Telecard E-Solutions (Pvt) Limited - Subsidiary Company

Telecard Limited (the company) was incorporated in Pakistan on October 29, 1992 as a public limited company. The
shares of the company are listed on the Karachi and Islamabad Stock Exchanges. The company is licensed to provide
fully integrated telecommunication services, including basic wireless telephony, long distance and international services
and payphones.the Company holds 100% equity of Supernet Limited.

Supernet Limited is engaged is providing satellite and Microwave communication service e.g. internet,radio Links,single
Channel Per carrier (SCPC), Time Division Multiple Access (TDMA),etc. and sale and installation of related equipment
and accessories.

Telecard Asia (UK) Limited has been incorporated to provide international telecommunication service.
Telecard E-Solutions (Pvt) Limited has been incorporated to provide telecommunication solutions and other IT related
Services.

The registered office of the Group is located at World Trade Centre 75, East Blue Area, Fazal-ul-Haq road,
Islamabad.

2. BASIS OF CONSOLIDATION

These consolidated financial statements comprise the financial statements of the Company and its Subsidiary
Companies, Supernet Limited, Telecard Asia (UK) Limited and Telecard E-Solutions (Pvt) Limited prepared using
uniform accounting policies. The assets, liabilities, income and expenses of the Subsidiary Companies have been
consolidated on a line by line basis. Inter-group transactions and balances have been eliminated for the purpose of
consolidation

3.  ACCOUNTING POLICIES

The accounting policies and methods of computation followed in the preparation of these consolidated financial
statements are same as those applied in preparaing the consolidated financial statements for the year ended June 30,
2010.

Note March 31, June 30,
2011 2010
........ (Rs. in thousands) ......

4. PROPERTY AND EQUIPMENT

Operating fixed assets 4.1 1,755,780 2,095,152
Capital work-in-progress 4.2 545,781 544,525
2,301,561 2,639,677

4.1. Operating fixed assets

Opening net book value 2,095,152 2,780,833
Additions during the period / year 411 69,010 48,397
2,164,162 2,829,230
Disposals during the period / year 41.2 - 3,211
Accumulated depreciation on disposals - (3,211)
Depreciation charged during the period / year 408,382 734,078
408,382 734,078
1,755,780 2,095,152

4.1.1. Details of additions during the current period
are as follows:

Owned
Apparatus, plant and equipment 58,689 39,388
Computers and related accessories 5,342 5,260
Furniture, fixtures and office equipment 4,489 719
Vehicles 490 3,030

69,010 48,397




4.1.2. Details of disposals made during the current

period are as follows:

Owned
Vehicles

4.2. CAPITAL WORK-IN-PROGRESS

8.1.

Owned

Advances to Suppliers

INTANGIBLE ASSETS

Wireless local loop (WLL) license

Long distance International (LDI) license
Computer software

Goodwill

Amortisation to-date

OTHER RECEIVABLES
Considered good

Related parties

Due from Pakistan Telecommunication Company
Limited (PTCL):

Pakistan Telecommunication Authority

Claim against a bank

CMPak Limited

Insurance claims

Augere Pakistan & others

Others

Considered doubtful

Due from PTCL
Due from zonal employees
Others

Provision for other receivables considered doubtful

TRADE AND OTHER PAYABLES

Trade

Pakistan Telecommunication Company Limited - net
ZTE Corporation Limited

Alcatel Lucent

Others

Other payables

Current account with related parties
Pakistan Telecommunication Authority
Advances from customers

Accrued liabilities

Unearned income

Unclaimed dividends

Sales tax — net

Income tax deducted at source
Workers' Welfare Fund

Others

CONTINGENCIES AND COMMITMENTS

(a) Contingencies

March 31,
2011

June 30,
2010

........ (Rs. in thousands) ......

- 3,211
- 3,211
518,100 518,561
27,681 25,964
545,781 544,525
3,345,096 3,345,096
29,029 29,029
38,836 38,836
116,536 116,536
3,529,497 3,529,497
(1,054,162) (917,976)
2,475,335 2,611,521
20,780 28,280
1,368,488 1,368,483
2,111,115 2,111,115
998 998
. 1,228
11,711 11,411
1,773 174
2,752 -
3,517,617 3,521,689
10,361 10,361
15,874 15,874
7,587 7,588
33,822 33,823
(33,822) (33,823)
3,517,617 3,521,689
649,913 668,797
31,079 35,576
. 513,600
221,904 662,534
902,896 1,880,507
17,831 40,594
31,763 37,703
12,678 15,636
45,523 142,328
99,176 49,179
6,216 6,216
57,337 66,969
218,082 177,766
9,132 51,112
2,481 1,651
500,219 589,154
1,403,115 2,469,661

There has been no change in the status of contingencies reported in the consolidated financial statements for the

year ended June 30, 2010.

(b) Commitments

8.2. Counter guarantees given to banks

309,812

371,755




9.

10.

1.

TELECARD LIMITED
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD YEAR ENDED MARCH 31, 2011

Note
DIRECT COSTS

Salaries & other benefit
Interconnect charges

Network Media charges

Network sites rent

Network sites utilities and maintenance
Satellite Communication charges
Cost of cards sold
Commnication stores consumed
Direct Cost

Repair and Maintenace

Royalty

Consultancy charges

Printing and stationary
Conveyance and travelling
Insurance

Annual license fee

Depreciation

Amortization of intangible assets
Communcation

others

DISTRIBUTION COST AND ADMINISTRATIVE EXPENSES
Salaries and other benefits
Gratuity

Postage, telephone and telex
Vehicles running and maintenance
Travelling & entertainment

Office Security and maintenance
Stationery and photocopies

Rent and utilities

Insurance

Legal and professional charges
Auditors' remuneration

Sales promotion and marketing
Fees and subscription
Depreciation

Provision for debts considered doubtful
Amortisation

Repair and Maintenace
Communcation

Provision for penalties

Donation

Others

OTHER OPERATING EXPENSES

Exchange Loss - net
Workers' Welfare Fund

........ (Rs. in thousands) ......

Nine Months Ended Quarter ended
March 31, March 31, March 31, March 31,
2011 2010 2011 2010

(Restated) (Restated)

........ (Rs. in thousands) ......

40,471 31,449 14,144 10,131
348,518 399,047 112,373 134,520
58,820 57,318 19,555 16,545
115,924 123,990 28,274 37,895
73,126 71,300 22,051 23,021
308,253 91,422 57,981 25,069
1,152 1,560 347 455
28,806 46,936 1,959 3,956
- 18,011 - 6,953
6,721 2,616 1,329 2,401
123 2,056 . 660
18,764 - 182 -
31 83 13 28
8,748 3,356 1,745 1,321
8,116 6,314 2,656 2,677
17,827 25,477 5,946 8,492
399,609 526,483 131,029 175,492
136,138 154,362 45,380 51,894
1,040 500 338 91
4,224 2,695 255 940
1,576,411 1,564,975 445,557 502,541
193,042 194,741 66,482 62,802
1,167 - 389 -
2,379 3,369 685 935
17,167 16,302 6,190 2,738
9,160 11,380 3,531 6,018
7,593 6,749 2,527 2,322
4,801 3,467 1,451 840
62,649 72,362 19,303 16,841
4,734 5,223 1,763 1,951
6,902 15,721 1,730 9,259
3,380 4,691 810 2,710
10,949 13,622 4,984 4,264
1,787 2,016 79 629
8,773 12,185 2,983 3,881
4 2,462 - -
48 48 16 16
567 456 254 83
728 2,557 192 698
670 - . -
1,057 1,000 60 -
1,058 1,070 (346) (228)
338,615 369,421 113,083 115,759
1,475 11,768 78 657
4,258 2,115 (2,949) 895
5,733 13,883 (2,871) 1,552




12.

121

13.

14.

15.

Nine Months Ended Quarter ended

March 31, March 31, March 31, March 31,
2011 2010 2011 2010
(Restated) (Restated)
........ (Rs. in thousands) ...... vieene. (Rs. in thousands) ......
LIABILITY NO LONGER PAYABLE WRITTEN BACK
Alcatel Lucent 12.1 516,000 - - -
Worker Welfare Fund (WWF) 19,405 - - -
Excess provision - 4,168 - 4,168
535,405 4,168 - 4,168

The Group entered into a supply contract with Lucent Technologies International Sale (LTIS) in 2004 for the supply of a CDMA
technology based WLL telecommunication system to replace its network in certain markets. The parties reached an understanding that
the Company will purchase US$8.8 million worth of equipment and services in cash, on the condition that LTIS will provide an additional
US$6 million worth of equipment and services on financing. Repayment under the financing was conditional upon generation of
additional revenues by the Company in the markets in which the network was installed. LTIS also indicated availability of additional
financing for further expansion phases. The network equipment was deployed in 2005 and a liability of Rs.364.000 million was recorded
in the books. The current value of this liability at the current exchange rate is Rs.516.000 million.

Subsequently, due to a number of reasons including decline in call prices and reduction in demand for payphone services, the Company
was not able to increase its revenues from the relevant markets over and above the agreed threshold. At the request of LTIS, the
parties explored alternatives but none of these were successfully implemented. Meanwhile, LTIS was acquired by Alcatel of France to
form Alcatel-Lucent (ALU).

As Alcatel was an established supplier of GSM networks in Pakistan, the merged entity ALU was less focused on growing the CDMA
networks business as compared to LTIS, and this hindered any further business between the Company and ALU.

In light of the above, the management does not consider the US$6.0 million financing as repayable to ALU, and believes continuing to

carry this as a liability in its books will not provide a true and fair picture of its business. The group management has, therefore, written
back this liability in these condensed interim consolidated financial statements.

OTHER OPERATING INCOME

Exchange gain 882 - (598) -
Gain on sale of fixed assets - 1,595 - -
Markup on bank deposit 229 1,758 - 16
Provision written back - 18 (97) -
Markup on current account with related parties 1,428 4,768 - -
Sites sharing income 23,265 18,559 7,433 5,998
Income against license - 10,208 - -
Professional Services 13,500 - 13,500 -
Others 3,006 1,780 (27) (7,550)
42,310 38,686 20,211 (1,536)

FINANCE COSTS

Interest / Mark-up on secured:

Redeemable capital 116,082 141,224 37,189 43,580
Long term loans 61,194 74,058 16,640 22,580
Interest on license fee - 117,841 - 39,280
Short term borrowings - 3,194 - 1,663
Short term running finances 24,316 40,841 10,672 12,449
Finance leases 258 1,121 - 89
Bank charges 3,019 4,431 1,413 2,480
204,869 382,710 65,914 122,121

TAXATION

Current 96,584 10,665 42,117 3,043
Prior - (473) - -
Deferred 63,544 34,629 (54,032) (26,089)

160,128 44,821 (11,915) (23,046)




16. TRANSACTIONS WITH RELATED PARTIES

The related parties include major shareholders, entities having directors in common with the Group, directors and other key
management personnel. Transactions with related parties are as under:

Entities having directors in common with the Group
Arfeen International (Private) Limited

Rent expenses charged to the Group 4,140 4,140
Service rendered 99 95
Mark-up charged - 3,259

Grand Leisure Corporation Limited
Services provided to the Group 135 90

Pakcom Limited

Services provided to the Group 12,760 68,590
Services provided by the Group - 5,911
Mark-up charged - 4,768

Chaman Investment (Private) Limited
Service received by the Group 648 648

World Trade Centre (Private) Limited
Service received by the Group 42,756 34,334

Instaphone (Private) Limited
Rent paid on behalf 4,785 -
Mark-up charged - 99

Instaphone Infrastructure (Private) Limited

Service Charges 46,251 6,960
Services provided by the Group 13,500 -

Rent paid on behalf 2,874 1,096
Mark-up charged - 119

17. PRIOR PERIOD ADJUSTMENTS
The Group in order to comply with the requirements of IAS — 8 “Accounting Policies, Changes in Accounting Estimates and Errors”,
made the following adjustments in these condensed interim consolidated financial statements, as a result of the matters discussed in
detail in annual consolidated financial statements of June 30, 2010 in respect of the following:
(a) the reversal of revaluation surplus arising on intangible asset; and
(b) the reversal of borrowing costs capitalised on intangible asset.
These adjustments have been accounted for retrospectively in accordance with the requirement of International Accounting Standard

(IAS) — 8 “Accounting Policies, Changes in Accounting Estimates and Errors” as a result of which the comparatives for the prior period
have been restated.



(As originally Effect of prior
reported in ) period errors
2010 2010

March 31, 2010

Restatement in profit and loss account

Revenue - net 2,051,486 (3,833) 2,047,653
Direct Cost 1,635,735 (70,760) 1,564,975
Finance cost 335,635 47,075 382,710
Net loss for the period 216,252 69,051 285,303
Loss per share - basic 0.72 0.23 0.95

18. CORRESPONDING FIGURES

The following major corresponding figures have been reclassified for the purposes of better presentation:

From To (Rupees in thousand)
Direct Costs Direct Costs
Internet bandwidth charges Network media charges 18,509
Network site rent Network media charges 38,809

19. DATE OF AUTHORISATION FOR ISSUE

These condensed consolidated financial statements were authorised for issue on April 25, 2011 by the Board of Directors of
the Group.

20. GENERAL

Figures have been rounded off to the nearest thousand rupees.

Chief E gclﬁltive x’//Di{efctor



