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TELECARD

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 half year ended
31 December 2010.

Review of Current Operations

The overall Telecom environment continued to be challenging due to intense
competition, un-favorable macro-economic conditions and regulatory challenges.
These factors have had a toll on the results of your Company. Consequently, the Net
Revenues for the half year under review were Rs. 869 million compared to Rs. 1,085
million for the corresponding time frame last year. Direct costs reduced to Rs. 762
million compared to 872 million in the period last year. This has resulted in a gross
profit of Rs. 106 million as against the gross profit of Rs. 213 million in the
corresponding period last year.

Controls over distribution cost and administrative expenses kept it at a reduced level
of Rs. 176 million in contrast to Rs. 213 million last year. This, coupled with a write
back of liability in the sum of Rs. 535 million has helped the Company in posting an
operating profit of Rs. 492 million against a profit of Rs. 31 million during the
corresponding period. Timely debt servicing has reduced the finance cost to Rs. 139
million as against Rs. 258 million last year. This has also impacted positively on the
Profit before taxation figure which stood at Rs. 353 million against a loss of Rs. 227
million in the corresponding year. The earnings per share have improved to Re. 0.76
from negative Re. (0.95) last year.

Future Prospects

Your Company remains sharply focused on improving profitable revenue streams,
reducing its cost base and enhancing the quality of service to its customers. The
management continues to proactively pursue avenues which reinforce this direction,
and is doing so with a sense of importance and perseverance.

On behalf of the Board

':;__Fjl\:“ﬂ-—”'ﬂ_rj*___

Shams ul Arfeen
Chief Executive Officer 28 February 2011
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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 2010 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. Qur 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.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial infarmation 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 contents of:

(i) notes 8.1 (a) and 8.2 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
{the Court) with regard to the recovery of Karachi Relief Rebate, Interconnect discount and
other related amounts from Pakistan Telecommunication Company Limited (PTCL). On an
application filed by the Company, the 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 Court In this matter,
no provision for any amount that may not be recoverable has been made in the accompanying
condensed interim financial statements;
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(i) note B.1(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 any amount that may

result as a consequence of the claim filed by the PTCL in the accompanying condensed interim
financial statements;

(iii}  note 8.5 to the accompanying condensed interim financial statements in respect of the Pakistan
Telecommunication Authority’s (PTA) claim for Access Promotion Contribution for Universal
Service Fund of Rs.2,269.148 milllon, out of which the Company pald asum of Rs.2,111.115
million to the PTA up to the end of the current year under protest. The Islamabad High Court,
however, decided the case in favour of the PTA during the year ended June 30, 2010. 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.2,111.115
million shown by the Company under other receivables {note B.5) nor any provision has been

made for the remaining sum of Rs.158.033 in the accompanying condensed interim financial
statements;

(iv) notes 15.1 and 15.2 to the accompanying condensed interim financial statements in respect of
contingencies the ultimate cutcome of which cannot presently be determined and, hence, pending
the resolution thereof, no provision has been made for any liability that may arise therefrom in
the accompanying condensed interim financial statements;

(v 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 financial statements. Pending a final decision in this matter, no
provision has been made thereagainst in the accompanying condensed interim financial
statements;

(vi) note 12 to the accompanying condensed interim financial statements in respect of amount due to
PTA shown under non-current liabilities, as a result of a Writ Petition instituted by the WLL
Industry, including the Company, during the current period; and

(vii) note 19 to the accompanying condensed interim financial statements in respect of liabilities
written back during the current period.

Erd _-' (f—...-? Sl Atenll s oS, -:E_._f"-nl-t‘?dc‘-'ﬂn

Chartered Accountants
Date: 28 February 2011

Karachi:




TELECARD LIMITED

CONDENSED INTERIM BALANCE SHEET

AS AT DECEMBER 31, 2010
(UN-AUDITED)

ASSETS
NON-CURRENT ASSETS

Fized assets
Property, plant and equipment
Intangible assets

Long-term investment
Long-term ioans
Long-term deposits

CURRENT ASSETS
Stack-in-trade
Trada dabts
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 RESERVE

Share capital
Authorised
400,000,000 (June 30, 2010; 400,000,000) Ordinary shares
of Rs.10 each

Issued, subscribed and paid-up capital

Revenue reserve
Unappropriated profit

NON-CURRENT LIABILITIES
Long-term financing
Redeamable capital
Advance from a Contractor
Long-term deposits
Daferred liabilities
Due to employees
Deferred taxation
Due lo Pakistan Telecommunication Authority

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

CONTINGENCIES
TOTAL EQUITY AND LIABILITIES

The annexed notes from 1 to 28 form an integral pan of these condensed inlerim financialsts

< TChief Executive

Note

o s

10
1"

12

13

14

13

December 31,
2010
{Un-audited)

June 30,

2010

{Audited)
——— (Rupees in '000) ——

2,330,953 2,559,009
2,450,602 2,541,360
4,781,555 5,100,269
340,537 340,537
. 192

49,410 49,479
5,171,502 5490577
9,141 8,835
120,742 224,238
19,342 75,865
42,290 41,358
67,596 66,252
3,514,771 3,522,905
125,257 156,406
22,858 23,580
3,921,997 4,118,540
9,093,499 9,610,117
4,000,000 4,000,000
3,000,000 3.000,000
597,892 400,988
3,597,892 3,400,568
441,250 302,000
626,160 776,160
496,675 525,517
59,389 61,112
8,947 8,595
10,088 15,831
288,934 171,358
1,585,500 1,585,500
3,516,043 3,646,073
1,235,438 1,863,034
54,939 74,017
- 17,000
306,340 269,711
381,947 339,234
1,978,664 2,563,056
9,093,499 8,610,117
T




TELECARD LIMITED

CONDENSED INTERIM PROFIT AND LOSS ACCOUNT
FOR THE HALF-YEAR ENDED DECEMBER 31, 2010

(UN-AUDITED)
Half-Year Ended Quarter Ended
December 31, December 31, December 31, December 31,
Note 2010 2009 2010 2009
Rs in ‘000 Rs in ‘000——-—---
(Restated) (Restated)

REVENUE - net 868,544 1,085,175 455,137 210,187
Direct cosls 16 (762,088) (872,408) (380,459) (359,059)
GROSS PROFIT | (LOSS) 106,456 212,767 T4,678 (148,872)

Distribution costs and administrative _! |
expenses 17 (176,297) (212,915) (87,322) | (99,832)
Other operating expenses 18 (8,604) (11,050) (7,276) | (5.928)
Liabilities no longer payable written back 19 535,405 - 19,405 -
Other gperaling income 20 35121 42,226 23,889 35,601
385,625 (181,739) (51,304) {70,159)
OPERATING PROFIT / (LOSS) 492 081 31,028 23,374 (219,031)
Finance costs 21 (138,916) (258,333) (64,615 (129,479)
PROFIT / (LOSS) BEFORE TAXATION 353,165 (227.305) (41,241) (348,510)
Taxation 22 (126,261) (58,110) 15,651 38,511
NET PROFIT / (LOSS) FOR THE PERIOD 226,904 (285.415) (25,590) {309,999)

Rupees Rupees Rupees Rupees
BASIC AND DILUTED EARNINGS [

(LOSS) PER SHARE 0.76 (0.95) (0.09) (1.03)

The annexed notes from 1 to 28 form an integral part of these condensed interim financial statements, = 77

-




TELECARD LIMITED

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
FOR THE HALF-YEAR ENDED DECEMEBER 31, 2010

(UN-AUDITED)
Half-year ended Quarter ended
December 31, December 31, December 31, December 31,
2010 2009 2010 2009
Rs. in ‘000
{Restated) (Restated)
Met profit / (loss) for the period 226,904 (285,415) (24,842) (309,999)
Other comprehensive income for the peried - - - -
Total comprehensive income / (loss) z
for the period 226,904 (285,415) {24,842) (308,989)

The annexed notes from 1 to 28 form an integral part of these condensed interim financial statements.
E-vFoO
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TELECARD LIMITED

CONDENSED INTERIM CASH FLOW STATEMENT
FOR THE HALF-YEAR ENDED DECEMBER 31, 2010

{UN-AUDITED)
Half-Year Ended
December 31, December 31,
Note 2010 2009
eeeemeeeeeuR5 0 D00
CASH FLOWS FROM OPERATING ACTIVITIES (Restated)
Profit / {loss) before taxation 353,165 {227.,305)
Adjustments for non cash charges and other items:
Depreaciation 238,826 32236
Provision for gratuity 778 6,804
Finance cosls 138,916 179,776
Intarest an spectrum mainienance fee - 78,561
Amortisation of intangible assets 90,758 102 468
Advance from a contractor (28,842) (138,432)
Gain on disposal of fixed assels - {1.425)
Provision written back (97} &
Dividend income (8,388) -
431,952 . 530,088
Profit before working capital changes 785,117 312,683
Working capital changes
(Increase) [ decrease in current assets
Stock-in-trade (305) 17
Trade debts 103,496 156,313
Loans and advances 56,623 (39,857)
Deposits, prepayments and other receivables 5,955 (721.388)
165,769 (604,925)
Decrease | (increase) in trade and other payables (627,596) {2,218)
Cash generated from [ (utilised in) operations 323,290 (294,460)
Income tax refund received / (paid) 22,464 (4,754)
Advance received from a Contractor . 392,000
Finance costs paid (157,994) (109,814)
Gratuity paid (427) (1,835)
Long-term loans and deposits 261 {39)
Due to employees {5,925) (B,677)
Long-term deposits {1.723) {2.415)
(143,344) 266,666
MNet cash flows from [ (used in) operating activities 179,946 (27,794)
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure (10,770) (9.543)
Sales procesds from disposal of fixed assels - 1.425
Dividend income receivad 8,388 -
MNet cash flows used in investing activities (2,382) {8.118)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid (30,000) -
Repayment of redesmable capital (105,840) {35,280)
Repayment of long-term financing (60,375) (56,500)
Repayments of shori-term borrowing (17,000) 50,000
Repayment of liabilities against assets subject lo finance lease (1,640) (10,376)
Met cash flows used in financing activities {214,855) (52,156)
NET DECREASE IN CASH AND CASH EQUIVALENTS (37,291) (88,068)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD {246,191) (314,364)
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD 23 {283,482) (402,432)

1 A~
The annexed notes from 1 to 28 form an integral part of these condensed interim financial statements. e
F .-}
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TELECARD LIMITED
CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE HALF-YEAR ENDED DECEMBER 31, 2010
(UN-AUDITED)

Share Capital Revenue Reserve

{Accumulated
Issued, losses) /
subscribed Unappropriated
and paid-up profit Total

(Rupees in '000)

Balance as at June 30, 2008 - as previously ’
reported 3,000,000 (161,181) 2,838 819

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
Met loss for the period - (285415) {285,415)

Other comprehensive income - & -

Total comprehensive loss - (285,415) (285,415)
Balance as at December 31, 2009 3,000,000 (582.889) 2417,111
Balance as at June 30, 2010 3,000,000 400,988 3,400,988
Met profit for the period - 226,904 226,904

Other comprehensive income = . =

Total comprehensive income - 226,804 226,904

Final dividend @ Rs.0.10 per Ordinary
share of Rs.10 each for the year ended

June 30, 2010 - (20,000) (30,000)
Balance as at December 31, 2010 3,000,000 597,892 3,597,802
B A

The annexed notes from 1 to 28 form an intearal part of these condensed interim financial statements.
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TELECARD LIMITED

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED DECEMBER 31, 2010
(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, including basic wireless telephony, long distance and international
services and payphaones.

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 financial statements are unaudited but subject to limited scope review by
auditors. These are required to be presented 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 Standards (IAS) - 34 “Interim Financial Reporting®, as applicable in
Pakistan. The condensed interim 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 financial statements for the year ended June 30, 2010.

ACCOUNTING POLICIES AND ESTIMATES

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

IAST - Statementof Cash Flows

IAS 17 - Leases

IAS 36 - Impairment of Assets

145 39 - Financial Instruments: Recognition and Measurement

The adoption of the above standards, amendments / improverments 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. z_ ., .




TELECARD LIMITED
December 31, June 30,
Note 2010 2010
{(Un-audited) (Audited)
(Rupees in ‘000) ------
4. PROPERTY, PLANT AND EQUIPMENT
Cperating fixed assets 4.1 1,786,940 2,014,484
Capital work-in-progress 42 544,013 544 525
2,330,953 2,559,009
4.1 Operating fixed assets
Opening net book value 2,014,484 2,643,856
Additions during the current period / year 411 11,282 8,571
2,025,766 2,652,427
Disposals during the current period / year - 2,158
Accumulated depreciation on disposals - {2,158) ’
Depreciation charged during the period / year 238,826 I 637,943 |
238,826 637,943
1,786,940 2,014,484
4.1.1 Details of additions made during the current
period / year are as follows:
Owned
Apparatus, plant and equipment 7,327 1,753
Computers and related accessories 2,675 3,681
Furniture, fixtures and office equipment 790 107
Vehicles 480 3,030
) 11,282 8,571
4.2 Capital work-in-progress
Owned equipment 518,147 518,561
Advances to suppliers 25,866 25,964
544,013 544,525
INTANGIBLE ASSETS
Wireless local loop (WLL) licenses 5.1 3,345,096 3,345,086
Long distance International (LDI) license 52 29,029 26,029
3,374,125 3,374,125
Amortisation to-date (923,523) (832,765)
2,450,602 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 lerms and conditions of the licenses. The licenses are effective for a period of 20 vyears,
commencing August 04, 2004 (note 10.1).

3.2 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 vears for various
frequencies therein, commencing July 27, 2004,

LONG-TERM INVESTMENT

Supermet Limited 340,537 340,537
Telecard Asia UK. Limited 6.1

340,537 340,537

€.1 During the current period, on July 02, 2010, the Company acquired a Subsidiary, Telecard Asia UK.
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.

EfFoep




8 TELECARD LIMITED

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

=== (Rupees in ‘000) -—--—
7. ACCRUED MARK-UP

Due from a bank 7.1 48,587 48,587

Mark-up on loan to Supernet Limited - a wholly
owned Subsidiary Company - 24
Mark-up on current accounts with related parties 19,009 17,641
67,596 66,252

7.1 This represents amount due from a commercial bank in respect of funds raised through the 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 currently pending settlement therewith, The

management is currently making necessary efforts to recover the aforesaid mark-up and is, therefors,
confident about the recavery of the same.

Further, during the year ended June 30, 2008, an additional claim of Rs.194.494 million was lodged by

the Company with the said bank as compensation for delay in the receipt of the above referred amount.

However, the same has not been accrued in the condensed interim financial statements of the current
period, as a matter of prudence.

8. OTHER RECEIVABLES

Considered good

Due from related parties 21,579 32,566
Others:
Fakistan Telecommunication Company Limited
Karachi Relief Rebate B.1 651,541 651,541
Interconnect discount 8.2 28,701 28,701
WPS — payments made under protest 13.1 289,725 289,725
Leased lines and upfront connection charges 83 131,517 131,517
LL & LDI charges — payments made under protest 84 200,000 200,000
Wire line 8.1(a) 48,716 48,712
Multi-metering 8.1(a) 18,287 18,287
1,368,487 1,368,483
Pakistan Telecommunication Authorily 85 2,111,115 211,115
Due from Augere Pakistan {Private) Limited : 1,812 -
Claim against a bank 998 998
Due from employees of Zonal offices 1,037 -
Insurance claims 9,743 8,743
3,493,192 3,490,339
Considered doubtful
Due from PTCL B& 10,361 10,361
Due from employees of Zonal offices 15,874 15,874 I
Others 87 4,065 4,162
30,300 30,397
Provision for other receivables considered doubtful 8.7 (30,300) (30,397}
3,514,771 3,522,905

E-M




9 TELECARD LIMITED

8.1 (a) In the interest of public safety, the Government of Pakistan (GoP) is empowered to close

8.2

transmission of all messages / services, subject to certain conditions. Section 54 of the Pakistan
Telecommunication (Reorganisation) Act 1996, states that the 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 guid pro quo
and in consideration of the Company having agreed to withdraw its claim, the GoP offered the

Karachi Relief Rebate Package. This arrangement was duly approved by the Cabinet as announced,
on behalf of GoP, by the PTA,

As per the award of the GoP, the PTCL started paying the Karachi Relief Rebate up to June 30,
1998 and thereafter, unilaterally, 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 High
Court of Sindh (the Court) for the recovery of Rs.71.276 million accrued up to October 1999 and
consequential losses thereon, aggregating to Rs.2,261.924 million. The Court, 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 reiief rebate and interconnect
discount in accordance with the direction of the Court, containing various amounts determined under
various alternatives, for the period commencing January 1997 to August 2001,

The Company contends that the relief rebate allowed to it through the 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 Court 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 amounted to Rs.698.690 million up
te June 30, 2006. On a prudent basis, the Company accrued 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
the likelihood of the Company loosing the case is remote. Hence, the management is confident
about the realisation of the said amount fogether with the amount receivable from the PTCL in
respect of wireline and multi-metering of Rs.48.716 (June 30, 2010: Rs48.712) milion and
Rs5.18.287 (June 30, 2010: Rs.18.287) million, respectively, and considers the recovery of these
sums to be virtually certain. Accordingly, it has not made any provision against the above referred
sums, pending a final decision by the Court in this matter,

{b) 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 the law suit, discussed in (a) above. As per the
above-referred legal advisor, there is likelihood that the Plaintiff will not succeed in its claim in this
suit. Accordingly, pending the decision of the Court in this respect, the Company has not made any
provision for the aforesaid claim in these condensed interim financial statements.

The Court, 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 ill the disposal
of this case.

This represents the amount of interconnect discount which is subject to the determination of the final
sum, as stated in note 8.1 (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
condensed interim financial statements,. SefMoan
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10 TELECARD LIMITED

These represent payments made by the Company to the PTCL against lcased lines and upfront
connection charges erronecusly billed by the PTCL under WPS. The Company claimed the said
amounts through an application filed in the High Court of Sindh during the year ended Juna 30, 2008,
for the recovery thereof from the PTCL. The proceedings in this lawsuil were subsequently stayed and
the dispute referred for arbitration in the Islamabad High Courl, which is currently in progross. Tho
Company is confident that it will recover the entire amount from the PTGL and, hence, no provision has
been made thereagainst in these condensed interim financial statemonts,

During the year ended June 30, 2007, the Company paid a sum of 125 200 milian ‘o the PTGl an ite
demand in order to reslore the services blocked by the PTCL. Thereafler, as a result of a setiliement
agreement between PTCL and the Company, PTCL agreed that aftor reconciliation of the disputed
amounts under LL and LDI, any dues payable to the Company by the 1*TCL. will be paid immediately. As
the sald reconciliation has not been finalized, the above amount has nol heen adjusted in those
condensed inlerim financial statements,

In March 2007, the PTA issued show cause nofices to ecight telecom companies, including the
Cempany, 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 milion. The Company responded to the show causc rnolice and appoared before the
Aulhority through its Counselor, contending that the AP Rules, 2004 and the AI? Regulations, 2005 were
ullra vires and were of no legal effect whatsoever. During the year onded June 30, 2008, the PTA
issued a final determination, upholding the said show cause notice and demandad the amount therain,
A slay 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, 2004, tho
Istamabad High Court decided the case in favour of the PTA. The Company as a resull thercof 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.3156.293 million up to December 31, 2010
(June 30, 2010: Rs.2,239.675 million) in respect of APC for USF an the basis of aidime utilizod by th
Company up lo December 31, 2010, in addition to Rs.20.473 million, aggregating to Hs.2 269 148
million, against which ihe Company paid a sum of Hs.2111.115 milion under prolest
{June 30, 2010 Rs.2,111.115) milion (including forced paymonls in rospec! of research and
developmenl and RBS), comprising (a) Rs.729.479 million paid by the Company during the currant ye
and (b) a sum of Rs.1,200.000 million paiu by the Contracter lo PTA an behalf of the Company, during
the year ended June 30, 2010 and (c) Rs.181.636 million paid up lo Juns 30, 2009, Penaing a final
decision in this matter, the Company has recorded the said sum as due irom the PTA under olhor
receivables and has not adjusted the same nor any provision has been made o0 the remalning sum of
Rs.158.033 (June 30, 2010: Rs.158.033) million in these condensed interim financial stalemonts as
management, based on the legal opinion received from ils legal advisor in this regard, is confdenl Dhat it
will succeed in recovering the above referred sum.

This represents amounts overbilled by the PTCL and paid by the Company in respoct of Oplical Fibre
lines based on the rales applicable during the relevant billing periods. A claim in respect of the above is
pending setllement. However, to be prudent, the management has made (ull provision, pending the
selllement, against the above claim in these condensed interim financial stalemants,

December 31, <une 30,
2090 2010
(Un-audited) {Audited)

weesee (Hupees in ‘000) ——
Provision for olher receivables considered doubtful

Balance at the beginning of the period / year 30,397 a0, 714
Provision written back on account of amount recovercd (87) (317)
30,300 30,397
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December 31, June 30,
Note 2010 2010
{Un-audited) {Audited)

-—-— (Rupees in '‘000) ===
8. LONG-TERM FINANCING

Secured

From banks and financial institutions

Local currency loan — | 9.1 14,000 21,000
Local currency loan — | 9.1 168,750 178,125
Local currency loan = 1| 9.1 310,000 330,000
Local currency loan — IV 9.1 46,000 70,000
538,750 599,125
Current maturity of local currency loans shown

under current liabilities 14 (97,500) (97,125)
441,250 502,000

8.1 The principal terms and conditions of the outstanding loans have remained the same as disclosed in the
annual financial statements of the Company for the year ended June 30, 2010.

10. REDEEMABLE CAPITAL

Secured
Balance as at July 01 10.1 882,000 987,840
Current maturity shown under current liabilities 14 {255,840) (211,680}

626,160 776,160

10.1 This represents listed Term Finance Certificates (TFC) 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 WLL network.

These were 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%
(June 30, 2010: six months KIBOR plus 3.75%) per annum. However, during the year ended
June 30, 2010, the redemption schedule of the TFCs relating to the redemption, falling due on
November 27, 2009 and all redemptions scheduled thereafter, was restructured after the approval
obtained by the Company from the TFC holders upon its request, as a result of which, the last

redemption date has now been extended to November 27, 2013, instead of the original final redemption
date of November 27, 2010.

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 and specific charge over the intangible assels
(frequency spectrum) procured from the PTA (note 5).

11. ADVANCE FROM A CONTRACTOR

Unsecured

Opening balance ’ 525,517 -
Advance received - 605,810
Trade debts applied thereagainst - (80,293)
1.1 525,517 525517

Taken to income upon rendering of service during the
current period (28,842) -
496,675 525.517

11.1 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 Credil 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 Contraclor, ErFa—2
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Although the Amended and Restated Network Agreement does nol spaciiy the period dunng which such
infrastructure services are to be provided by the Comipany to the Contraclor, the Company ostimatos
thal based on the current usage level, the value of the Gredil Note will be exhausled in the bYalanoo life
of ils WLL Licenses, i.e. approximately fourleen years. Since the credit nole in question has notl been
finalised to-date, it is not possible at present to calculate the amount o be taken into income during the

next lwelve months and, accordingly, no amounts have been transferred to current liabilities at the end
of the current period.

Recembeor 31, June 30,
MNolo 2040 2010
(Un-audiled) {Audited)

—— {Hupees in "000) ——

12. DUE TO PAKISTAN TELECOMMUNICATION

AUTHORITY

Balance al the beginning of the year 121 1,585,500 1428378

Impuled inlerest charged to profit and loss account - 157,122
1,585,500 1,585,500

12,

This represents the balance of initial spectrum fees (balance fee) due to 1PIA in respect of he license
and relaled frequencies acquired by the Company, as referred Lo in nole 5. In 2005, the WL Operators
requested the government through the Ministry of Information Technolagy (Mol T) to grant a mortorium
for the paymont of the balance fees, followed by a staggered payment schodule over 10 years. The
FTA, pursuant to the approval of the Economic Coordination Commillco (ECE), confirmed grant of tha
moratorium of 4 years, expiring in March 2010, to the WLI indusiry, including the Company, for tho
paymont of balance of the spectrum fees, while other payment modalilies were to be finalizod. Since
then, WL Operators have been requesting the autharities lor a confirmation of staggaring of the
balance fees over 10 years. On March 10, 2010, the Company received a lotier from 171 A approving the
slaggering of balance of initial spectrum fees in ten equal installments, commencing from the linancial
year 2008-10. However, few days later, PTA withdrew the said lotier, regarding it as boing issued
inadvertently, and inslead, Issued a show cause nolice lo the Company on Jdune 07, 2010 sncking
eaplanation for the non-payment of the balance of initial spectrum oo, wilh a0 immediate domand lor
the payment of the said amount. The Company therealter submilted o dntaiind response against the
show cause nolice o the 1YTA, raising several legal and faclual grounds

Buring the cument period, on October 6, 2010, a Writ Petilion was nstituted against the PTA by a
number of WLL Licensees, including the Company, before the Lahore High Court, [Rawalpindi Bench,
secking withdrawal of the show cause being non-mainlainable on the grounds that the concossion
granied lo the Company, with the approval of ECC permitting payment of the 50% Spoctrum e in ton
equal installments, is a valid and enforceable concession which cannet be alicred or withdrawn by the
PTA or MolT, and that the moratorium continues till such lime o5 the reasen upon which such
moraterium was inilially granted remains in existence. Moreaver, the Wi L indusiry had approached (he
I*LA for grant of moralorium under the provisions of the Act which was not handlod by the PTA in
accordance with the law. The moratorium having been granted, oo Company and all other Wi
licensces acled upon the concession and proceeded to implemont thoir roll oul's based on lhe
muratorium combined with the staggered payments of the balance Spoctrum Fee.  The Courl, while
direcling the PTA not to take any adverse action against the Compsiy. has issued direclion to PTA o
make a decision on wo main questions relaling to the issue, i.c., (a) whethor or not the maoratarium is in
effecl, and (b) whether or not PTA has the power to grant Moratorium ender ihe law. The Gompany will
reiain the right lo appeal in case of an adverse linding by the 17TA, 1974 hasg nol fiked tha matier lor a
hearing to decide on thesa two issues as yet.

he legal advisor of the Company is of the view thal there is more than an oven chanee of succoss gs @
result of the current show cause proceedings and thal the Company would be successful in oblaining
the additional 4 year morzlerium and paymenl in 10 annual inslallments, commeneing 2013, The legal
advisor has also opined thal the balance spectrum fee demanded by 17 (A is not legally and contractually
duc and payable as al December 31, 2010, and, as such, the same will nol be due during the ensuing
year. Accordingly, for this reason, the management has classifiod the said liabilily as nen-curront

Fhe spectrum foe had been discounted lo present value of fulure cash llows, using an cllecive intores!
rate of 1% por annum.
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SR 21 smy 2
Mol P R B Y]
{un-sudiied) {Auditod)

--------- (Rupecs in ‘000 —-—

13. TRARE AND OTHER PAYABLES

Trade

Pakistan Telecommunication Company Limited - net 131 | :
Wireless Payphone Servico (WPS) | ' 505, (8 ' £04, (5
Others | 35624 98,089
' 645,332 HE8, 797
ZTE Caorparation Limited — net 35,?‘35 35575
Meatel Lucent Limited 19,1 513,604
Othors 44,214 188 160
g2 .,)16 FA0F 133

Other payables
I
Current accounts with relatead parties 4da05 | d9484
Hakistan Telecommunication Authority Ay, A
Accrued liabiliics A1,5M [
Advancas from customers 19,3200 | 19 A5
Lnclaimed dividend H218 B2
Unearned incoma from wiraless payphone cards g7 e PR
Salgsdaxr —nal 57,100 hE A
incamatax deducted at source 114,026 TEY A0
Vigrkers Wellare unc E 20 A EAR
(ithers 2,483 | 411
A1, 152 Ahb. 800
1,235,438 1,863 054
%

Buring the year anded.June 30, 2007, the PTCL submittad an appication in tho Goud ol Seoigr il
Judot, Islamabad, for arbitralion in respect of resclution of dispules relating o WHES claamisn @ s0m al
(A58 000 (Jung. 20, 2010: Rs.968.000) millien an account of air timas chargas, Incoren) and access
shesrges and Ks. 2YV6.000 {Jung 30, 2010: Rs.276.000) milion in respoct of oescd line chargaes fam the
Company. Furthar, the PTCL raised & bill for R 102.080 milhon and 13550912 milian Tor vears erdod
Juns 30, 2{}(31'3I end Junc 30, 20100 Hence, total amount claimed by the BPTEL as at Decombers 31, 2010
amourded o Ha T 385 827 {dune 30, 2010 Rs. 1.396.992) mullisn.

[lowewer, e managoment, while acknowledging the  liaiolity. 19
Clung: 30, 20000 Rs E09.708) million doas not acceopt the fiahility for e romrss
clune 30 20100 BRs FEY 284) millicn and has not recorded the samdin :.u,m. MBl g ta T e e i

catont ol Asnar

ia. 00 2Ra
ezt financial
slatements. In this respect, however, the Company, dunng thevear cnoed June 30, 2007, ,Jam Faum of
Fs 100,000 millian ta the PTGL under protest ta ensure uninterrupiod WS

T 1

During the vear ended June 30, 2008, a notice was sensed by the PTEL o the Company, stating that
unlgss [he above reflorred. sum was paid, the PTCL would suspend the WS sarvice o the Company.
Ity Company approached the Court in this matter, praying the cir*fl artition of I'm above roioed notico
As unlawful, and secking at the same fime. a permanent iniunoion, o nipn- A SFEET BFam
suzpending the said senvice. The Court'issued an Grder, dated Mabrugp Y 28, 7 'uﬁ ang insinicied 131G
nal o suspend the WHS service provided the Company to cantinued 1o pay s 17 000 million per
mionti lo the PTEL wrespective-of the amount invoiced by the PTCL, with the saic amousd subjodt to
final detgrmination upon completion of the arbitration process, which s currantly uncar progress. Dasgad
on said Order, the Company paid a sum of R 170000 million to PTCL for the penod commencing May
2008 to Fabruaey 20089, Therealter, the Company stopped paying tha said amount to the PTCL, a8
sesvices undor Fe W PE Agraement were no langar required.
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14. CURRENT MATURITIES OF LONG-TERM LIABILITIES

Lang-term financing

Fedeemable capital

Liabilities against assets subject to finance lease
Due to employeas

15. CONTINGENCIES

TELECARD LIMITED

: December 31, June 30,
Note 2010 2010
(Un-audited) {Audited)
------- (Rupees in ‘000) -=------
9 87,500 97125
10 255,840 211,680
13,309 14,949
15,298 15,480
381,947 339,234

15.1 There has been no change in the status of Contingencies, as reported in the annual financial

statements for the year ended June 30, 2010.

13.2 The contingancies in respect of matters relating to PTCL including claims in respect of Karachi Relief
Rebate, interconnect discount etc. have heen disclosed in notes 81,82 83 84 and 13.1 ta these
condensed interim financial statements, Pending resolution of these matters, no provision has been

meade against the amounts disclosed in these notes.

December 31, June 30,
2010 2010

{Un-audited) {Audited)

------- {(Rupees in ‘000) -==raxn
15.3 Counter guarantzes given to banks 214,500 189,875

Half-year Half-year Quarter Quarter

ended ended Ended ended
December 31, December 31, December 31, December 31,

2010 2009 2010 2009

seemeeees RS, 00 Q00 smmememes e Bs. in ‘000 seesaeeees

(Restated) (Restated)
16. DIRECT COSTS

Interconnect charges — net 236,145 264 527 120,934 41,750
Metwork media charges 44,738 46,245 23,891 22,456
Meiwaork sites rent &7,650 86,095 44,636 56,382
Metwark sites utilities and maintenance 50,462 46,378 25,032 24 080
Insurance 5,460 3,837 2,718 1,836
Annual license fees 11,881 16,985 5,941 £.493
Cost of cards sold 805 1,105 400 544
Depreciation 234,189 304,967 111,528 152,174
Amaortisation 90,758 102,468 45,379 51,234
762,088 872,408 380,459 358,059

Evef__—
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Half-year Half-year Quarter Quarter
ended ended Ended ended
December 31, December 31, December 31, December 31,
Note 2010 2009 2010 2009
———————— Rs.in ‘000 -=emeamem- mmememeees RS, 00 ‘000 —eeees
17. DISTRIBUTION COSTS AND
ADMINISTRATIVE EXPENSES
Salaries and other benefits 93,245 98,014 47,361 45,911
Gratuity 779 6,804 779 3,678
Postage, telephone and telex 1,694 2,434 770 990
YVehicles running and maintenance 10,977 11,003 5,616 5003
Travelling and entertainment 2,523 5,038 1,404 1,934
Office security and maintenance 5,066 4,228 2,226 2,360
Stationery and phofocopies 3,064 2,627 1,631 1,508
Fent 25,704 37678 11,196 16,449
Utilities 9,930 12,581 3,656 6,539
Insurance 2821 2,853 1,369 1,553
Legal and professional charges 4,531 5112 3,018 1,437
Audifors” remuneration 2,568 1,881 1,137 1,100
Sales promotion and marketing 5,340 9,136 2,393 4,049
Fee and subscription 1,521 1,387 1,507 638
Depreciation 4,637 7,268 2,295 3,567
Danation 997 1,000 180 4
Provision for debts considered doubtful 4 2452 4 2,462
Frovision for penalties 670 - 670 -
Others 225 808 110 514
176,297 212,915 87,322 99,832
18. OTHER OPERATING EXPENSES
Exchange loss - net 1,397 11,080 €9 5,928
Workers' Welfare Fund 7,207 L 7,207 e
8,604 11,050 7,276 5928
19. LIABILITIES NO LONGER PAYABLE
WRITTEN BACK
Alcatel Lucent Pakistan Limited 19.1 516,000 - - -
Waorkers' Welfare Fund 19.2 19,405 - 19,405 -
535,405 - 19,405 -

19.1 The Company entered into 2 supply contract with Lucent Technologies International Sale (LTIS) in

2004 for the supply of @ CDMA technology based WLL telecommunication system o replace its
network in certain markets. The parties reached an understanding that the Company will purchase
US38.8 million worth of equipment and services in cash, on the condition that LTIS will provide an
additional US36 million worth of equipment and services on financing. Repayment under the financing
was conditional upon generation of additional revenues by the Company in the markeis 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 markeis
over and above the agreed threshold. At the request of LTIS, the parties explored alternatives but
nong of these were successfully implemented, Meanwhile, LTIS was acquired by Alcate! of France to
form Alcatel-Lucent (ALU). E—r&Ee—r2
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Az Alcatel was an established supplier of GEM networks in Pakistan, the merged entity ALU was less

focused on growing the COMA 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 repayeble 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 condensed
interim financial statements.

19.2  This represents write back of excess provision charged by the company during the vears ended June

30, 2009 and June 30, 2010

Half-year Half-year Quarter Quarter
ended ended Ended ended
December 31, December 31, December 31, Dacember 31,
2010 2009 20710 2008
---------- TR 1 1] m— PR - RO 1 1) UE—
20. OTHER OPERATING INCOME
Gzin on sale of fixed assats - 1,425 - -
. Mark-upan loan to Supernel Limited - a
wholly owned Subsidiary 1,678 5,000 80 3218
Haturn on bank deposits and term
deposits receipts 96 1,375 ar -
Site sharing income 20,462 12,581 10,827 11,9496
Wark-up on current accounis with .
related parties 1,368 4,768 1,368 4,768
Spectrum maintenance feg * 10,208 F 10,208
Dividernd income 8.358 - 3,383 -
Frovision against other receivables
considered doubtful written bagk a7 15 ar -
Others 3032 1 3,032 5,411
35,121 42,228 23,889 35,601
Half-year Half-year Quarter Quarter
ended ended Ended ended
December 31, December 31, December 31, December 31,
2010 2008 2010 2009
---------- Rs. in 000 «eeeemens cvmemmenne RS0 Q00 csemnnae
{Restated) (Restated)
-1 FINANCE COSTS
Interest ! mark-up on secured:
Hedeemable capital 78.843 o7 644 34,841 47817
Long-term loans 44,554 50,518 21,395 25580
Interest on spectrum mainienance fee - 78,561 - 390,289
Finance lease arrangements 258 1,032 222 194
Short-term runming finances 13,644 28,392 7,008 14, 7db
ark-un-on shorl-term barrowing —
unsecured - 1,169 - 1,169
Bank charges 1,567 T.017 1,148 679
138,916 258,333 64,615 125,479

e




Haif-year Half-year Quarter Quarter
ended ended ended ended
December 31, December 31, December 31, December 31,
2010 2009 2010 2009
--------- Rs. in ‘000 Rs. in ‘000 ---=-e-m-
22, TAXATION
Current 8,685 5428 4,551 1,051
Ceferred 117,576 52,684 {20,202) _  (39,562)
126,261 58,110 {15,651} {38,511}

i7

TELECARD LIMITED

23. CASH AND CASH EQUIVALENTS

Cash and bank balances
Shori-term running finances

24. TRANSACTIONS WITH RELATED PARTIES

December 31, December 31,

2010 2009

------- Rs. in ‘000 w-rrerms
22,858 9193
(306,340) {411,625)
(283,482) (402,432)

The related parties include Subsidiary Companies, entities having directors in common with the Company,
major shareholders of the Company, directors and other key management personnel and retirement benefit
plans. Transactions with related parties, other than those disclosed elsewhere in the condensed interim

financial statements are as under:

Subsidiary

Supernet Limited
Services provided by the Company
Services provided to the Company
Loan provided during the year
Fepayment of shori-term loan
Mark-up charged by the Company
Dividend received

Entities having directors in commen with the Company

Arfeen International (Private) Limited
Rent expenses charged to the Company
Mark-up charged to the Company

Pakcom Limited
Services provided te the Company
Services provided by the Company
Mark-up charged by the Company

Chaman Investment (Private) Limited
Services received by the Company

World Trade Center (Private) Limited
Services received by the Company

Instaphone Limited

Call center service received by the Company

Rent paid on behalf of the related party
Mark-up charged by the Company

Instaphone Infrastructure (Private} Limited

Service charges
Rent paid on behalf of the related parly
Mark-up charged by the Company

Ep EFm 2

December 31, December 31,
2010 2009
---------- Rs. in ‘000 «ecameaen

4,630 4729
9,137 17,904
E 85,500
29,500 28,000
1,613 5,000
8,388 E
2,760 2,760
- 2,754

43 342

5,961

4 550

432 421
18,163 16,124
3,080 5,760
4,298 -
- 94
37,875 2,320
2,759 1,085

- 119
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25. PRIOR PERIOD ADJUSTMENTS

The Company in order to comply with the requirerments of |AS — 8 “Accounting Policies, Changes in Accounting
Esfimates and Errors”, made the following adjustments in these condensed interim financial statements, as a

result of the matters discussed in detail in the annual financial statements of June 30, 2010 in respect of the
following:

(a) the reversal of revaluation surplus arising on intangible asset: and
(1) 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) — & "Aceounting Puolicies, Changes in Accounting Estimates and

Errors” as a result of which the comparatives for the prior period have been restated,

26,

274

28,

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

(As originally Effect of
reported) prior period

2009 errors 2009
Cecember 31, 2009 e {Rupees in "000) --—remeeen
Restatement in profit and loss account
Direct.costs 917,026 (44 618) 872,408
Finance costa 225 785 32 548 258,333
Net loss for the period 216,874 65,541 285,415
Earnings per share — basic 073 0.22 0.5

CORRESPONDING FIGURES

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

o Frem - To _ {Rupees in ‘000)
Direct costs Direct costs
Internet bandwidth charges Metwork media charges 14,661
Network site rent Network media charges 26112
Optical fiber netwark charges Network media charges 5473

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised far issue on 2 ¥ F&Lﬂrl&ﬂ.ﬁ:w 2ol by
the Board of Directors of the Company, [

GENERAL

281 The figures of the condensed interim profit and loss account and condensed interim statement of
camprehensive income for the quarters ended December 21, 2010 and December 31, 2009 have not
been subject to & limited scope review by the auditors of the Company. as the scope of the review

covered only the cumulative figures for the half years ended December 31, 2010 and Decemnber 31, 2008,

28.2 Figures presented in these interim condensed financial statements have been rounded off to the nearest
thousand rupees, unless otherwise stated.

!

Chief Executive—
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TELECARD LIMITED
CONDENSED INTERIM CONSOLIDATED BALANCE SHEET
A5 AT DECEMBER 31, 2010
(Un-AUDITED)

Decmber 31, June 30,
2010 2010
MNote soeeee (RSN TO00) ... ...
ASSETS
NOMN-CURRENT ASSETS
Fixed assets
Fropery and equiprment 4 2412813 2639877
Intangible assets L] 2,520,730 Z611,521
4,933 543 5,251,158
Leng term loans and advances 5820 6,012
Lang term depasits _ 158864 8517275
2,088 227 3,243 485
CURRENT ASSETS
Communication stores 38,793 | 91,010 |
Stock-in-trade 9,141 B 836
Trade debts 369,456 057917
Loans and advances 58,883 50157
Deposits and prepayments 57,425 116,551
Acered mark-up BT 596 G5 5582
Other receivables = 3,512,213 3,941,589
Taxation - nat 164,054 191, 458
Snort term nvestment 9.571 9571
Cash and bank balznces |_ 142,358 82.451 |
4,429,505 5,196,242
TOTAL ASSETS 9528732 10,544,727
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital
Autharised
400.000.000 (2010 400000000 Ordinary shares
of Rs: 10 each 4,000,000 4000 000
Issued, subscribed and paid-up 3,000,000 2,000,000
Revenue Reserve
Unaporopriated profit - 948,116 B74 570
3.948.116 3574575
MNON-CURREMT LIABILITIES
Long-term finances 441,250 S02 000
Redeemable capital E2B,160 7B 160
Advance from a contractor 496,675 225617
Long-tanm deposits 59,389 127,739
Deferred liabiltes 12,595 12,243
Duz to emplayees 13,016 23,139
Deferred taxation 235,833 118,258
Due to Fakistan Telecommunication Authority (PTA) 1,586,500 1.58% 500 |
3,470,418 3,670,554
CURRENT LIABILITIES
Trade and ofher payables 7 1,365,542 2,469,561 |
Accrued intgrest S mark-up 54,945 4097
Short term borrowing 1,428 7000
Short term running finagnces 306,339 289,771
Currant maturities of long term liabllitizs 381,847 369,145
2,110,198 3199 534
CONTINGENCIES AND COMMITMENTS &
TOTAL EQUITY AND LIABILITIES 9.52_3,?32?_,_. 10,544 757
Trne annexed notes from 110 21 form an integral part of these condensed interim consclidated tements
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TELECARD LIMITED
CONMDEMNSED INTERIM CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE HALF YEAR ENDED DECEMBER 31, 2010
(Un-AUDITED)

Half Year ended Quarter Ended
December 31, Decomber 31, December 31, Decemboer 31,
2010 2009 2010 20049
{Restated) {Restated)
....... {Rs. in '000) ..,,.. eennes (RS 0 "0O0Y .. ...,
Mate

REVEMLE - net 1,422,020 1,061,347 TET 4049 350,711
Direct costs g9 {1.130,853) (1,062 454) (571,417} (472 252}
GROSS PROFIT 281167 298,913 195,992 (1215413
Listribution cost and acminisiratve expanses 10 (225.631) [£583 BE2) (115.3 EE]' [T19.673)
CHher operating expense 1 {8,604} (123313 (8.277) (6 G45)

liability no langer written back 12 535,405 - 19,405

Uthar aperating moome 13 [ 22088 | 40,222 10,825 32,738
323,369 [225,771) (31,514} [93,5T]
OPERATING PROFIT { (LOSS) Bid 535 T3 142 04,079 (215420}
Firance costs 14 [138,955) {260,589 (54,625) {125.851)
PROFIT/ (LOS5} EEFORE TAXATION 475 581 {187,447 39 454 {344,401

Taxatian 15 (172,043) {E7.BET) {20,608) 34 854
NET PROFIT { (LO35) FOR THE PERIOD 3&3.53?_ !255.314_b . 13.545_ [309.51 2]
BASIC AND DILUTED EARNINGS H{LOSS) PER SHARE 1.01 {0.55) 0.06 _-:1.03"1

< CHief Execyli
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TELECARD LIMITED

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE HALF YEAR ENDED DECEMBER 31, 2010
(Un-AUDITED)

Half Year ended Cuarter Ended
December 31,  December 31, December 31, December 31,
2010 2009 2010 2009
(Restated) (Restated)
....... [Rs. in '000) ...... cieeees |REC N OO0 L.
Met prefit / {less) for the penod 303,537 (255,314) 18,646 (30H,512)
Cther comprehensive income for
the pericd i i
Total comprehensive income [

(loss) for the period

Neo

=hief Execiilive

303,537 [255,314) 18,848 [309.512)




TELECARD LIMITED

CONDENSED COMSOLIDATED CASH FLOW STATEMENT
FOR THE HALF YEAR ENDED DECEMBER 31, 2010

CASH FLOW FROM OPERATING ACTIVITIES

Frodit f (loss) belore taalicns

[Un-AUDITED)

Mote

Adjustments tor non cash charges and other items:

Deorecation

Frowssian 1o gratuily

Sinancial chames

nierest on FTA cense fos
Amemzation o e tangible assais
Provisaon writen hack
Adeance from a contraclan

Profit hefere working capital changes
lIncrease} { Decreass in current assets
Sheck-in-trade
Ceammuncation siores
Trade debis
oA gt advances
Depoaits. prepayments and acorued marsup
Oher receivables

{Decrease] J increase from craditors, acerucd
and cther liabilities

Cash gencrated from operations

Income Tax s

Finardial chages pad

Ratreren bensits Paid

Due Iz Employess

Leng Termloans, deposits and advances
Long Term deposds

Net cash gencrated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Fieed caplial mepenatune

Met cash used in investing activities

CAZH FLOW FROM FINANCING ACTIVITIES

Crvidens pad

Repaymest of redaemable capital

Repaymers of fong term loans

Advanca fiarm Consracior

Repayrieal al shart term Loans

Repaymant af abhgations under inancs sases

Met cash flow from financing activities

December 31, Decembear 31,

NET {DECREASE) ! INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINING

(OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END
OF THE PERIOD

Fhe annexed cotes from 1 e 21 form an integral pan of these cendensed :Merim consolidated financlal &

16

2010 2009
{Restated)
Flaixal [Rs. in000] ...
475,581 {187 447)
274,370 | 350,205
T8 E.800
138,955 182 028
- T8.561
90,758 107 463
{37}
{28,842) (135.435)
475922 590,717
951,502 403,270
B i205)| 17|
52,217 | 14,797
688,461 | 154 G951
[8.731) {12,255)
58,132 (8,553
9,573 (708 041
799,347 (B37.074)
(1,104,119} (42470
646,730 (158,274]
(27,062) (21,325
(158,027} (52 388
(426} [2.350)
{8,900} (7,701}
(68,337) (3,155}
L {101.665) i2.414)
(382,477 {118,335
284,253 {275.607)
{47 475) (67883
(47 475) (67885
130,000 :
(105,840 {25,280
(60,375 {123.000)]
T 392.000
{15,575} :
{1,640} (10.378)
1213,430) 222,344
23,348 120,148)
[177,748) (321,918}
154,401 [442 0F4)
'




TELECARD LIMITED
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED DECEMEER 31, 2010

Share Capital Revenue Reserve

Issued, subscribod

and paid-up _unappropriated profit Total
R | T T,

Balance as at June 30, 2009 - as previously
reported 3,000,000 {16,639) 2,983,361
Effect of prior percd adjustments - (132, 828) (132 529)
Balance as at June 30, 2009 - as restated N 3,000,000 (149,568) 2,850,432
Net lass for the period - [255.314) (255,314}
Crher comprehensive income - = -
Total comprehensive loss —E (255.314) (255,314)
Balance as at Dec 31, 2009 3,000,000 (404,882) 2,595118_
Ealance as at June 30, 2010 3,000,000 B74,579 3,674,579

Met profit for the penod | ‘ 503 537 | ‘ 303,537 |

Qther comprehensive incams - ' -

| L

Total comprehensive income - 303,537 303,537

Final dividend @ Rs 0 10 per Crdinary share of
Fz 10 each for the year ended June 30, 2010 - {20,000} {30,000

Balance as at Dec 31, 2010 3,000,000 948,118 _ 3,948 116

The annexed notes from 1 to 21 form an integral part of these condensed interim censclidated financial statements

Nt
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TELECARD LIMITED
NOTES TO THE CONDEMSED INTERIM CONSOLIDATED FINANGIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMEER 31, 2010

1. THE GROUP AND ITS OPERATIONS

Ihe Group comprisas of @

Talecard Limited - Helding Comoany

Supernet Limited - Subsidiary Campany

Telecard Asia (UK Limited - Subsidiary Sompany

Telesard Limited {the company) was incorporated in Pakistan on October 20, 1002 as a public limiled cormpany, The
shares of 1ne company are lisled or the Karachi and lslamabad Stock Exchanges. The company is licensed 1o pravide

fully integrated felecommunication services, inciuding Dasic wireless telephony, long distance and inlernational services
and payphonas ine Company holds 100% equity af Supernel Limited.

Supernet Limited is engaged i providing satelile and Microwave sammunication service e.q. intemet radio Links single
Chznnel Per carmier (SCRC) Time Division Multiple Access [TOMAY ete. and sale and installabon of relzted equipment
NG ACTERROMNSE,

Telecard Asia (LK) Limited has been incorparated 1o provide telecommunication senvice.

The registered office of the Group iz located at World Trade Cenire 75, East Blue Area, Fazal-ul-Hay road
Islarnabacd

& BASIS OF CONSOLIDATION

These consoldated financial stalements comprize the finzncial statements of the Company and its Subsidiary
Companies, Suparne: Limited and Telesard Azia (UK Limiled prepared uging uniform accounting palicies, The assets,
habililies, income and expenses of the Subsidiary Companies have been consolidated on a line oy line basis. Inter-group
rransachons and Dalances hava besn eliminated for the purpose of eonsalidation

3. ACCOUNTING POLICIES

The accounting palicies and methads of compulation followed in the preparation of tnese consolidated finaneal
statements are same as those apolied in preparaing he consolidated finansizl siztemants for tha vear enced June 30,
2010.

MNote December 31, June 30,
2010 2010
....... [Rs. in '000] ......
4, PROPERTY, PLANT AND EQUIPMENT
Cperatng leed assais 4.1 1,868,800 2008 162
Capital work-in-prograss 4.2 544,013 _ 5ea4 525
2412813 ZB30 67T
4.1.  Operating fixed assets
Cpening net baok value 2,095,152 2.780.833
Additions during the periog f vear 4.1.1 48,018 45387
2143170 2828 750
Dsposals during the perad ¢ yaar 4.1.2 - 3397
Accumulalad depreciation on disposals - (3241
Depreciabion charged during the perid J yagr 274,370 734,078
274370 734,078
1,868,800 2,085,157
41,1, Details of additions during the current period
arc as follows:
Dhwned
Apparatus. plan and equipment | 40,028 | 30,338 |
Computers and related accassaries . 3,340 5,260
Furmiture, fixlures and office equipmeant 4,160 719
Wehicles 480 | 3030

48,018 48,357




4.1.2. Details of dispesals made during the current

4.2

8.1,

B2,

period are as follows:

Owned
Vehicles

CAPITAL WORK-IN-PROGRESS

Cwined
Advances o Suppliers

INTANGIELE ASSETS

Wirelass loczl loop (WLL) licanse

Lang distance Intermaticnal (LD licensa
Compuier soflware

Condwill

Amorbisalion fo-date

OTHER RECEIVAELES
Considered good

Relaed paries

Due from Pakistan Telecommunication Gompany
Limited (PTCL):

Pakistan Telecommunication Autharity

Clzirm against a bank

Faktel Limijed

Insuranse claims

Augera Pakistan & others

Cansidercd doubtful

Dua from PTCL
Cue from zonal employees
Oithers

Frovisian for othar receivanles considered doobtful

TRADE AND OTHER PAYABLES

Trade

Pakistan Telecommunication Company Limited - neat
ZTE Carparation Limilad

Alcatel Lucent

Othars

Other payables

Current aocount with related paries
Pakistan Telecommunication Authority
Advances from cusiomers

Accrued liabilities

Unaamed incomsa

Unclaimed dividends

Zales tax — nel

Inceme lax deducted at scurce
Workers' Welfare Fund

Cthers

CONTINGEMCIES AND COMMITMENTS

ta} Cantingencies

December 31,
2010

2%

Jumne 30,

2010

- 3,211
7 3211
518,147 G18,561
25,866 25,964
544 013 5d4,525
5,345,096 3,345 0496
29,029 29029
38,836 35,836
116,536 116,538
3,529,497 3.529.497

{1,008,767) (917.976)
2,520,730 2,611,521
25.1?‘ 28,280
1,368,488 1,368 483
2111,118 2.111.115
893 G5
- 1,325
ﬁ.ﬂ 11417
1,198 474 |
3,512,213 3521 6BD
‘ 10,361 10,351
15,874 15,674
9,260 7.ha3
35,485 33,523

3 [35,495) (33,523
3,512,213 3,521,689
5 332 R&8, a7
35.57E
513,600

L. 144,219 | BR2,534 |
825,236 1880 507
20,109 40,594
49,584 37,03
11,520 16,636
49,765 142 328
169,750 49,179
6,216 6,216
58,744 66 569
114,026 177 766
12,081 51.112
48,452 | 1651

540286 562,154

1,365,542 ZABESET

Thers haz been no change in the status of cantingencies reparled in the consolidated financial siatements for the

year ended June 30, 2070,

(1) Commitments
Counlar quaranteas given to hanks

371,755

371,755




.

10,

11.

TELECARD LIMITED

MOTES TO THE COMDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DIRECT COSTS

Salaries & other banedil
Imtercornect charges

Mextwork Media charges

MNeteors sites rent

Metword sites ulilities and mainlanance
Satelite Communicalion charges
Cozl ol cards sold

Commnication stores consumed
Direct Cost

Repair and Maintenace

Rovyalty

Coensultancy charges

Printing and staliorary
Canveyance and fravailing
Insurance

Annual license Toa

Depreciation

Amortizalion of intangiole asseis
Communcatian

‘others

DISTRIBUTION COST AND ADMIMISTRATIVE EXPENSES

Salaries and other banetits
Gratuity

Posiage, telephona and felex
Yehicles mnning anc maintenance
Traveling & enlertainment
Cffice Secudily and maintznance
Stationery and pholocopies
Rent and ubilitias

Insurance

Legal and professional charges
fuditors” remuneration

Sales promation and marketing
Fees and subscription
Depreciation

Frowision for debts considared docbiful
Arnarlisation

Repair and Maintanace
Communcation

Pravisien far penalties

Cranation

Others

OTHER OFERATING EXPENSES

Exchange Loss - nat
Workers' Welfare Fund

Mote

FOR THE HALF YEAR ENDED DECEMEER 31, 2010

26

Half Year anded Cluarter anded
December 31, Decamber 31, December 31, Docembear 31,
2014 2009 2014 2009
{Restated) {Restated)
e (RECEROOG ... i [Rs. in Qg0 .....,
26,327 21,318 14,087 10,710
236,145 264 527 120,934 41,750
39,265 A0 TFT3 21,154 17,174
7,650 B6.095 44,636 R Q27
51,075 43,274 25,402 25 TEE
250,272 GE, 253 124,655 3T 4595
BOE 1,105 400 G4
26,847 <2 980 25,850 31,208
- 11.058 - 5,299
5.382 215 2,737 (658)
123 1,306 {1,471} iyl
18,582 - 2,902 -
18 58 d 35
T.003 2,038 5,485 1,408
5,460 1637 2,718 1,693
11,881 16 985 5,941 3,493
268,580 35099 127 B9E 175,158
%0, 758 102 488 45,379 54 gaz
To2 Ll 508 181
3,989 1,755 21580 1.714
1,150 853 1,082 434 571,417 472252
126,560 151,939 53,811 53,702
T8 - ITE
1,684 2434 TT0 Qa0
10,977 13,564 5,616 T 364
5,629 h.362 3,005 1,080
5_DRR 4,427 z.084 2 457
3,349 2627 1,916 1,908
43,346 558241 21,744 23.1:
2,971 3,272 1,519 1.GG8
5173 54582 3,560 2173
2,569 1,881 1,137 1,100
5,965 9,358 2,928 4255
1.708 13287 1,507 573
5,780 304 2,835 4,095
4 24052 4 2,462
32 32 16 16
313 ar3 147 235
536 1,558 o2 1,608
&Th 670
937 1,000 180 -
1,404 cpms 4,239 1,008
225 531 253 BEZ 115, B68 119,673
1,387 1444 {330) 5725
7207 1.220 7,207 1,220
3,604 1234 6,277 5945




Half Year ended

27

Quarier cnded

December 31,

December 31,

December 31,  December ,
2010 2004 2010 20049
(Restated) [Restated)
....... [Rs. in "000) ., veereee [R5, iR GO0

12 LIABILITY MO LONGER PAYABLE WRITTEN BACK

1

5

Alcatel Lucant 121 516,000 -
Worker Wallare Fuand (WWi) 19,405 - 19,405
_ B35,4045 18,405

The Growp entered into 2 supply canlract with Lucent Technalogias International Szle (LTS in 2004 [or the suppby of @ SOk
lechnology based WLL telecommunication svstem o replace its network in certain markels. The pamios meachod anooandsrstanding tho
Lhix Company will purchase USEE.8 million worth of equipmcnt and services in cash, on the sonciton that LTIS will provida g addilicn!
LISEE millivn worth of eguipment znd services on financing. Repayment undar U linsancing was conditional upon goneraton of
additicngl revenues by e Company in the markels in which The network was installed. LTS alse ndicated svailability of addiion)
financing for further cxpansion ghases. The nelwork equipment was deployed in 2005 and o iabiline ol 135364 000 million wis recondie
inctha books, The current valee of this liability at the corrent cxchange rala is R 516000 million

Subgequently, due to a nember of reasons including decling incall priceg and reduction in comand lor payphone services the Company
was not able o increase its revenuas from the relevant markets aver and abave the agrond thresnold ALRe recuest of [ S, the
parlics explared ailematives ot none of these were sucorssfully implementod. Meamwhils, | TS was soouired by Adcatol of ©rines o
T Alcatel-Lucent (AL,

A Mleatel was snoestablished supplicr of GSM networks in Pakistan, the meged cntity ALU waes ss looused onogroweng the GG
natworks business as comparad 1o LTS, and this hindered any further business between the Company and AL

In tight of theabove, 1ho managemen! dos not consider the US56.0 million financing as repayakie ooal L, and belioves contingng 1o
zamy his as a liability inits haaks will nat provide ‘a frug and fair pictura of its business. | hegroup managarment bas | thereforn, wiilan
Lack Wig Babilily in tose condensed inforim consolidalad financial statements

. BTHER OPLRATING INCOME

I=xchanges gain 1,489 |148)
L3 on sale of Tioed assols - 15045 g
faikie op bank deposit 2249 3,747 229 fa7
Frovsicn wridten back ar ki 27 (3
stk o sureeal dcsadnt with reliled partics 1,428 B B 1 1,438 A ER
Luites s hmreg income 15,831 12 401 5.1%8 19,988
liseoma aganst license i 10,208 RVl
Chors 3033 9,530 d.04 4 B
22,098 Al 22w 10,6825 qaTae

FINANCE COSTS

fmicrest { Mark-up on sccured:

Fodecmable capgital Y TE,893 GG 34,501 AL G
| eng toem loans 44, 564 51478 21,385 21008
inferest on ioense foe : {8 56 3928
Shart beom Borrowings = T A - 120
Shart term borrowing-reioted parties 4 n
Short term sunning fingnces 13,644 832 7008 14,55
Finance nases 258 1.032 222 c L4t
iank chargas 1,606 A8 1459 1. B0
136,955 200,584 54,625 128 56

- TAXATIORN
Curren 54,467 £ 34 01
ey ' FEEA] {13
eforred 117 576 RNl {16,453 L35, 157

172,043 BiBay 20,65F (Bl
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December 31, December 31,

2010 2009
....... (R i 0N ...
16. CASH AND CASH EQUIVALENT
Sharl lerm investments 9.571 -
Zash and bank balances 142,368 19,561
Shor-term running finances (206, 339} (851 625)
T (154401)  (#42.004)

17. TRANSACTIONS WITH RELATED PARTIES

The related parties include major shareholders. entifies hawing dirgctars in comman with the Sroup. directars and other key
managament personnel, Transaclions with related paries are as under:

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

Rent expenses charged to the Gompany 2,70 -
Mark-up charged te the Cormpany

Servien renderad 33
SEMVIOE rBCeived - 2,815
Mark-up charged to the holding company - 27 G4

Pakcom Limited

Services pravided to the Company . 7401
Servicos provided by the Cempany . 45,542
Mark-up charged by the nolding company - 4 550

Chaman Investment {Private) Limited
Senvice recaived by the company 432 4

World Trade Centre (Private} Limited
Service received by the company 18,163 25,396

Instaphone Limited

Call center service received by the company 3,080 5760
Rent paid on behalf of the related party 4,298
Fark-up charged by the nalding company : a9

Grand Leisure Corporation Limited
Service renderad 135

Instaphane Infrastructure (Private] Limited

Service Changes 37875 £,320
Fenl paic on benalf of the ralated party 2,759 1,095
Mark-up charged by the holding company - 18

18 PRICR PERICD ADJUSTMENTS
The Group in order to cormply wilh the requirements of 145 — & “Meeaunting Pelicies, Changss in Accounting Estimates and Erors”
made the following adjustmants in these condensed inlarim corolidated financial statementls, as a result of tha matters discuzzed in
detail in annual consalidaled financial statoments of June 30, 2010 in respect of the following:
ia) the reversal of revaluation surplus arising on intangible ssset: and
ib} thi reversal of borrawing costs capitalised on intangible asset
Ihese adjusiments have been accounfed far retrospectively in accordance with the reguirement of Intermationzal Accoy ning Stancard

(145} — B “Accounting Policies, Changes Accounting Estimales and Errors” as a resull of which 1he comparatives for the prior pariog
have haen reslaled.
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{As originally Effect of pricr

reported in | perlod arrors
2009 2009
----------- [Rupeeas in 000} -

Decomber 31, 2009

Restatement in profit and loss account

Cerect Cost 1,107 052 [d4,618) 1,062 434
Finance cosl 228, 0a 32,548 260 589
Met loss for the pengd 185,773 55,541 258,314
Earning per share - basc 063 .22 .85

19. CORRESPOMNDING FIGLIRES

Thi fallowing major corresponding figures have been reclassified for tha purposes of bettar presentalion:

From o T [Rugees in "000)
Direct Costs Direct Coasts
Interned pandwidih charges Metwark media charges 14 661
Melwork site rent Metwork meadia charges 26,112

20. DATE OF AUTHORISATION FOR |SSUE

Theze condansed consalidated financal slatements were authonsed for issue on February 8. 2011 by the Board of
Direclors af the Group.

21, GEMERAL

Figures have baan rounded off to the neasest thoussnd fupeas.




