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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 December 2013.

Review of Current Operations

The revenue for the six months was Rs. 755 million as against the revenue of Rs. 985 million for the
corresponding period. The decrease is directly attributable to the decline in international incoming traffic
managed under the International Clearing House (ICH). However, the reduced cost structure under ICH
has helped the Company in positing a Gross Profit of Rs. 318 million compared to a Gross Profit of
Rs.297 million last time.

The administrative and distribution cost was increased by 18% compared to last period due to
provisioning of certain items. Also, the increase in Other Operating Expense in the sum of Rs. 39 million
owing to recognition of exchange loss in the current half year has reduced the bottom line profitability of
the Company. Consequently, the Profit Before Taxation was minimized to Rs. 866 thousand compared to
Rs. 13 million during the time frame of last six months. The impact was further aggravated due to
increase in the turn over tax rate from 0.5 percent to 1 percent resulted in a Net Loss of Rs. 6 million
compared to a profit of 9 million last year. The earning per share stood negatively at Rs. (0.02) compared
to a positive earnings of Rs. 0.03 last time.

Future Prospects

Your Company remains fully focused on enhancing profitable revenue streams, reducing its overall cost
base and reviewing loss making units with a view to turn them into profitable segments. 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
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Syed-Aamir Kussain
-Chief Executive Officer 28 February 2014
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AUDITORS® REPORT TO THE MEMBERS ON REVIEW OF INTERIM FINANCIAL
INFORMATION

Introduction

We have reviewed the accompanying condensed interim unconsolidated balance sheet of Telecard
Limited (the Company) as at December 31, 2013 and the related condensed interim unconsolidated
profit and loss account, condensed interim unconsolidated statement of comprehensive income,
condensed interim unconsolidated cash flow statement and condensed interim unconsolidated
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, The figures of the condensed interim
unconsolidated profit and loss account and condensed interim unconsolidated statement of
comprehensive income for the quarters ended December 31, 2013 and December 31, 2012 have not
been reviewed as we are required to review only the cumulative figures for the six months ended
December 31, 2013.

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 condensed 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.

Conclusion

Based on our review, 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.

Emphasis of matter

We draw attention to the matters referred in notes 7.1, 11.1 & 16.1 to the interim financial information
for the half year ended December 31, 2013. The ultimate outcome of the legal cases and financial
claims, as explained in the above referred notes, cannot presently be determined and accordingly, no
provision for any liability and reversal of any financial claim that may result has been made in the
interim financial information. Our conclusion is not qualified in respect of these matters.

adon (s U

Chartered Accountants

Audit Engagement Partner: M. Shabbir Kasbati
SIS

Karachi.

Date: M@’)\"b U’\
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TELECARD LIMITED
CONDENSED INTERIM UNCONSOLIDATED BALANCE SHEET
AS AT DECEMBER 31, 2013
(UN-AUDITED)

December 31, June 30,
Note 2013 2013
(Un-audited) (Audited)
----- (Rupees in 000) —----
ASSETS
NON-CURRENT ASSETS
Fixed assets

Property, plant and equipment 4 1,221,755 1,378,475
Intangible assets 5 1,906,051 1,996,809
3,127,806 3,375,284
Long term investment 341,137 341,137
Long term deposils 52,831 53,456
Deferred taxation 367,761 366,672
3,889,535 4,136,549
CURRENT ASSETS
Stock-in-trade 665 628
Trade debts 235,401 224,153
Loans and advances 28,978 20,635
Deposits and prepayment 100,259 99,729
Accrued mark-up 6 21,437 69.462
Other receivables 7 3,334,904 3,475,933
Taxation - net 96,668 95,019
Bank balances 8 208,230 22,826
4,026,542 4,008,385
TOTAL ASSETS 7,916,077 8,144,934
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital
Authorised
400,000,000 (2013: 400,000,000) Ordinary shares of Rs.10 each 4,000,000 4,000,000

Issued, subscribed and paid-up 3,000,000 3,000,000
Unappropriated loss (626,046) (620,448)
2,373,954 2,379,552

NON-CURRENT LIABILITIES

Long term loans 9 113,440 154,104
Redeemable capital 10 260,190 520,380
Advance from a subsidiary 30,377 97,482
Advance from a contractor 856,539 835,687
Accrued markup -TFC 22,941 45,881
Long term deposits 57,999 63.611
Deferred liabilities 11 1,593,223 1,593,626

2,934,709 3,310,771
CURRENT LIABILITIES

Trade and other payables 12 1,303,335 1,403,399
Acerued interest/mark-up 13 283,880 265,262
Short term borrowings 14 150.871 170.871
Short term running finances 171,830 190,621
Current maturities of long term liabilities 15 697,498 424,458
2,607,414 2,454,611
Contingencies and commitments 16 - -
TOTAL EQUITY AND LIABILITIES 7,916,077 8,144,934

The annexed notes from 1 to 27 form an integral part of these financial statements,
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TELECARD LIMITED
CONDENSED INTERIM PROFIT AND LOSS ACCOUNT
FOR THE HALF-YEAR ENDED DECEMBER 31, 2013
(UN-AUDITED)

Half-year ended Quarter ended
December 31, December 31, December 31, December I,
Note 2013 2012 2013 2012
-—-=- (Rupees in 000) -———- - (Rupees in 000) -
Revenue — net 755,280 985,109 435,207 598,948
Direct costs 17 437,711 688,589 223,375 225,881
Gross profit 317,569 296,520 211,832 373,067
Distribution costs & administrative expenses 18 211,306 172,373 79,978 85,321
Other operating expenses 19 38,505 - 35,120 403
249811 172,373 115,098 85,724
Other income 20 (44,249) (28,141) (15,010) (20,668)
(44,249) (28,141) (15,010) (20,668)
205,562 144,232 100,087 65,056
Operating profit 112,007 152,288 111,744 308,011
Finance costs 21 111,141 138,938 59.060 69,587
Profit before taxation 866 13,350 . 52,685 238,424
Taxation 2 6,464 4,202 15,001 83,134
Net (loss)/profit after taxation (5,598) 9,148 37,683 155,290
(Loss)/earning per share - basic and
diluted (rupees) (0.02) 0.03 0.13 .52

The annexed notes from 1 to 27 form an integral part of these financial statements.
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TELECARD LIMITED
'ONDENSED INTERIM UNCONSOLIDATED STATEMENT OF COMPREHENSIVE INCOM
FOR THE HALF-YEAR ENDED DECEMBER 31,2013
(UN-AUDITED)

Half-year ended Quarter ended
December 31, December 31, December 31, December 31,
2013 2012 2013 2012
------ (Rupees in 000) ------  ------ (Rupees in 000) ------
Net (loss)/profit for the period (5,598) 9,148 37,683 155,290
Other comprehensive income - - = -
Total comprehensive (loss)/income
for the period (5,598) 9,148 37,683 155,290

The annexed notes from | to 27 form an integral part of these financial statements,
Eean>
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TELECARD LIMITED
CONDENSED INTERIM UNCONSOLIDATED CASH FLOW STATEMENT

FOR THE HALF-YEAR ENDED DECEMBER 31, 2013

(UN-AUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments for non cash charges and other items:

Depreciation

Provision for gratuity

Financial charges

Amortization of intangible assets
Gain on sale of fixed assets
Advance from a contraclor-net
Provision for accrued markup
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
Trade and other payables
Cash generated from operations

Income tax (paid)/adjusted
Financial charges paid
Gratuity paid

Long term loans and deposits
Liability for long term deposits

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure

Dividend received

Sale proceeds from fixed asset

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term loans
Repayment of redeemable capital
Advance from subsidiary

Short term borrowing

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

The annexed notes from 1 to 27 form an integral part of these financial statements.
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December 31,

2013

December 31,

2012

—-— (Rupees in 000) ——---

866 13.350
161,273 166,685 |

427 778

109,062 138,222
90,758 90,758
(2,185) (1,400)
20,852 (31,243)
48,587 -

g (9,017)
428,774 354,783
429,640 368,133

37 (3)
(11,248) (224,065)

(8,343) (34.252)
139,936 2,516
120,308 (255,846)

(100,064) (5.927)

449,884 106,361

(9.202) (5.275)
(113,384) (113,756)
(830) (1.837)

625 32

(5,612) 725

(128,403) (120,111)

321,481 (13,749)
(4,553) (3,493)

¢ 9,017

2,185 1,400

(2,368) 6,924
(20.567) (98.500)
(16,247) -f
(58,105) (48,630)
(20,000) 170,233

(114,919) 23,103
204,194 16,277
(167,795) (219,256)
36,400 (202,979)
E¢TOR
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TELECARD LIMITED

CONDENSED INTERIM UNCONSOLIDATED STATEMENT OF CHANGES IN EQlllTY"
FOR THE HALF-YEAR ENDED DECEMBER 31, 2013

(UN-AUDITED)

Issued Un-
subscribed appropriated
paid-up profit/
capital (loss) Total
------------ (Rupees in 000) -~

Balance as at June 30, 2012 3,000,000 (163,582) 2,836,418
Net profit for the period - 9,148 9,148
Other comprehensive income - - -
Total comprehensive income - 9,148 9,148
Balance as at December 31, 2012 3,000,000 (154,434) 2,845,566
Balance as at June 30, 2013 ' 3,000,000 (620,448) 2,379,552
Net loss for the period - (5,598) (5,598)
Other comprehensive income - - -
Total comprehensive loss - (5,598) (5,598)
Balance as at December 31,2013 3,000,000 (626,046) 2,373,954

The annexed notes from 1 to 27 form an integral part of these financial statements.
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TELECARD LIMITED
NOTES TO THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED DECEMBER 31, 2013

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

These condensed interim unconsolidated financial statements of the Company for the six months period
ended December 31, 2013 have been prepared in accordance with the requirements of International
Accounting Standards (IAS) - 34 "Interim Financial Reporting" and provisions of and directives issued
under the Companies Ordinance, 1984, in case where requirements differ, the provisions of or directives
under the Companies Ordinance, 1984 have been followed. These are required to be presented to the
sharcholders in accordance with Section 245 of the Companies Ordinance, 1984 and condensed interim
unconsolidated financial statements do not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction with the Company’s annual audited
financial statements for the year ended June 30, 2013.

ACCOUNTING POLICIES AND ESTIMATES

The accounting policies and methods of computation adopted in the preparation of these condensed
interim financial statements are same as those applied in preparing the financial statements for the year
ended June 30, 2013.
December 31, June 30,
Note 2013 2013
(Un-audited)  (Audited)
------ (Rupees in 000) ------

PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets 4.1 1,221,755 900,481
Capital work-in-progress 42 - 477,994
1,221,755 1,378,475

4.1  Operating fixed assets

Opening net book value 900,481 1,228,126
Additions during the period/year 4.1.1 482,547 9,438
1,383,028 1,237,564
Disposals during the period/year 4.1.2 2,647 1,640
Accumulated depreciation on disposals (2,647) (1,640)
Depreciation charged during the period/year 161,273 337,083
161,273 337,083
1,221,755 900,481
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6.

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

December 31,

Note 2013
(Un-audited)

June 30,

2013
(Audited)

-———- (Rupees in 000) -——--

Owned
Apparatus, plant and equipment 2,722 4,303
Computers and related accessories 1,434 3,198
Furniture, fixtures and office equipment 397 33
Vehicles - 1,904
4,553 9,438
4.1.2 Details of de-recognition/disposals made
during the current period are as follows:
Owned
Vehicles 2,647 1,640
2,647 1,640
4.2  Capital work-in-progress
As at July 1 477,994 477,994
Transferred to apparatus, plant and equipment (477,994) -
: 477,994
INTANGIBLE ASSETS
Wireless local loop license 5.1 3,345,096 3,345,096
Long distance International license 29,029 29,029
3,374,125 3,374,125
Amortisation todate (1,468,074) (1,377,316)
1,906,051 1,996,809
5.1  This includes frequency NTR-1I in respect of which the Company has given an option to a telecom

operator to consider acquiring the same. The amortized cost of the frequency is Rs. 19.026 million.

ACCRUED MARK-UP

Due from a bank 6.1 48,587 48,587
Mark-up on current account with related parties 21,437 20,875
70,024 69,462

Provision against accrued mark-up due from a bank (48,587) -
' 21,437 69,462
6.1 This represents amount due from a commercial bank in respect of funds raised through Term

Finance Certificates, held by the said bank since April 20, 2005 whereas mark-up paid to the
Company, commenced August 01, 2005. A claim in respect of the above was lodged by the
Company with the bank during the year ended June 30, 2005, which is pending settlement

therewith. During the period management has made full provision against the same.
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December 31, June 30,

Note 2013 2013
(Un-audited) (Audited)
------ (Rupees in 000) ------
OTHER RECEIVABLES
Considered good
Related parties 15,875 14,189
Others
Pakistan Telecommunication Company Limited
Karachi Relief Rebate 74 651,541 651,541
Interconnect discount 71 28,701 28,701
WPS - under protest payments 289,725 289,725
Leased lines and upfront connection charges 7.1 131,517 133507
Wire line 7.1 48,712 48,712
Multi metering )| 18,287 18,287
1,168,483 1,168,483
Amount withheld by PTCL against PTA-Escrow 27,727 171,446
Pakistan Telecommunication Authority 7.1 2,115,921 2,115,921
Insurance claims . 2,350 2,325
Claim against a bank 7.1 998 998
Due from contractor 3,550 2,571

3,334,904 3,475,933
Considered doubtful

Due from PTCL 7.1 10,361 10,361
Insurance claims 8,628 8,628
LL & LDI charges - under protest payments 7.1 200,000 200,000
Due from zonal employees 15,874 15,874
Others 2,952 2,952
237,815 237,815
Provision for other receivables considered doubtful (237,815) (237,815)

3,334,904 3,475,933

7.1 There has been no change in the status of legal cases/financial claims as reported in the audited
financial statements of the Company for the year ended June 30, 2013.

BANK BALANCES 8.1 208,230 22,826

8.1  This includes disputed amount of APC for USF of Rs. 189.408 million deducted by PTCL and
deposited with bank in an escrow account jointly maintained by the Company and PTA under ICH
Agreement.

LONG TERM LOANS

Secured

From banks and financial institutions

Local currency loan - | 9.1 9,680 0,680

Local currency loan - I 9.1 185,100 205,667
194,780 215,347

Current maturity of local currency loans shown under current

liabilities 15 (81,340) (61,243)
113,440 154,104

Cosis
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9.1 There has been no change in the terms and conditions as reported in the audited financial
statements of the Company for the year ended June 30, 2013.

December 31, June 30,
Note 2013 2013
(Un-audited)  (Audited)
------ (Rupees in 000) --—---

REDEEMABLE CAPITAL

Term Finance Certificates (TFCs) 10.1 864,348 880,595
Current maturity shown under current liabilities 15 (604,158) (360,215)
260,190 520,380

10.1  This represents listed Term Finance Certificates (TFC) issued by the Company for the purposes of
acquiring radio spectrum frequencies from the PTA and expanding/upgrading new WLL network
redeemable in ten unequal semi-annual installments, commencing November 2005 with a semi-
annual payment of mark-up at a rate of six months KIBOR plus 3.75% per annum with the last
coupon payment on November 27, 2010. However, the issue was restructured on two instances
with the consent of TFC holders without penalties. Under the revised terms balance amount is
repayable in 13 quarterly installments carrying mark-up at the rate of three months KIBOR plus
5.04% with the last such payment on May 27, 2015.

The unpaid mark-up accrued on the redemption due on and November 27, 2011, aggregating to
Rs.77.965 million, has been restructured whereby, it is now due in 13 unequal installments
commencing from May 27, 2012 to May 27, 2015. As a result, accrued mark-up aggregating to
Rs.22.941 million, which is due after a period of twelve months, has been classified as non-current

in these financial statements.

These are secured against a first specific charge over the fixed assets of the company, aggregating
to Rs. 800.000 ( 2013: Rs. 800.000) million and specific charge over the intangible assets
(frequency spectrum) procured from the PTA.

December 31,  June 30,
Note 2013 2013
(Un-audited)  (Audited)
---—-- (Rupees in 000) -—---

DEFERRED LIABILITIES

Staff gratuity 7,723 8,126

Spectrum fee payable 11.1 1,585,500 1,585,500
1,593,223 1,593,626

1.1 The matter of Initial Spectrum Fee (ISF) which was pending in the Islamabad High Court (IHC)
has been settled in the favour of the Company. The IHC allowed installments of ISF as prayed by
the Company in line with the directive of Ministry of Information Technology (MolT) dated
August 30, 2011. Since the installment plan is yet to be communicated to Company by MolT,
therefore, Company is unable to determine the current liabilities and present value of the same.
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12. TRADE AND OTHER PAYABLES

Trade

Pakistan Telecommunication Company Limited

Wireless Payphone Service (WPS)
LL & LDI charges
Others

Interconnect operators
Others

Other payables

Pakistan Telecommunication Authority
Current account related parties
Accrued liabilities

Advances from customers

Unclaimed dividends

Unearned income

Workers' welfare fund

Others

Note

12.1

December 31,
2013
(Un-audited)

June 30,
2013
(Audited)

-—---- (Rupees in 000) ------

609,708 609,708
39,062 42,929
775 800
649,545 653,437
12,718 28,512
115,392 143,554
128,110 172,066
115,392 143,554
89,481 77,405
62,035 117,492
296,514 309,924
2,692 3,919
7,892 7.892
2,058 2,058
2,290 2,282
62,718 56,924
525,680 577,896

1303335

1,403,399

12.1 There has been no change in the status of legal cases/financial claims as reported in the audited
financial statements of the Company for the year ended June 30, 2013.

. ACCRUED INTEREST/MARK-UP

Secured

Redeemable capital

Long term loans

Short term running finances

Unsecured

Short term borrowing

Advance from a subsidiary

Current account with related parties

December 31, June 30,
2013 2013

(Un-audited)  (Audited)
------ (Rupees in 000) --—--
168,330 162,711
19,302 19,615
5,043 10,885
192,675 193,211
43,297 29,047
35,063 35,063
12,845 7,941
283,880 265,262
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