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DIRECTORS’ REFORT

The Board of Directors of Telecard Limited iz pleased o present the financial statements and review of
your Company's performance for the three month period ended September 2009.

Review of Current Operations

The security conditions, energy shorage and increased taxes on the lelecommunications industry remain
a matter of serious concem to the industry, including your Company. Although inflation is relatively
subdued, the larger fiscal, monetary and trade policy issues are having a considerable unfavorable
impact on the Pakistan economy. Foreign direct investment, one of the major harbingers of economic
oullook, remains well below requirements and expectations.

These are having a direct impact on almost all seciors of the ecomomy, placing the major macro-
economic indicators under stress.

Due to these external conditions, net revenues for the quarer under review were Rs. BFS million
compared to Rs. 1.05 billion for the corresponding period last year. The direct costs were reduced 1o Rs.
532 million compared to Rs. 853 million in the same period last year, owing 1o a different treatment of a
major component in the cost mix, thal is, Access Promotion Contribution for the Universal Service Fund
(APC for USF).

Disciplined confrols over distribution cost and administralive expenses reduced these cost, The drop in
finance cost from Fs. 126 million o Rs, 112 millign is due (o the diminishing TFC obligation, which has
been reduced from Rs. 44 million to Rs. 33 million.

Towards the end of the quarter, there was a major network cutage, which impacied the internalional
business very significantly. The management was focused on resolving all contributing issues related to
this cutage, while keeping its principal business pariners fully on-board.

The Directors’ are of the view that this outage has a large bearing on the Company's business and
financial results in the second quarer and the balance of the vear.

Future Prospects

The Company remains keenly focused on both its wireless local loop and international businesses, There
is considerable planning in place to broaden its cuslomer base, while aggressively reducing its cost
structure, The results clearly indicate that it is moving forward successfully.

MNew initiatives are underway for the imporant market segmenis. The Company expects business to
continue concentrating on bringing enlarged number of subscribers onto its network, with an objective to
achieve growth.

It is noted that the Company has paid Rs. 937 million in the form of APC for USF, since April 2009. This
matter is subjudice in the Supreme Court of Pakistan. However, the financial impact of these very
substantial cash flows over the last seven months has placed your Company under serious financial
slress,

On behalf of the Board

Chairman 29 October 2009



TELECARD LIMITED
CONDENSED BALANCE SHEET AS AT SEFTEMBER 18, 2000

ASSETS

HON-CURRENT ASSETS
Fixed assets

Froperty and equipment
Intangible assats

Long term mvestment in a subsidiary company

Long term loans
Long term deposits

CURRENT ASSETS
Stock-in-trade
Trade dgabls
Loans and advances
Deposits and prepayments
Accrued mark-up
Criher recevables
Taaton - net
Short tarm irvestment
Cash and bank balances

TOTAL ASSETS
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital
Authorised

400,000,000 (2008: 400,000,000) Ordinary shares

of Rs. 10 each
lssued, subseribed and paid-up

Revenue Reserve
[Accwmulated loss)

SURPLUE ON REVALUATION OF INTAMGIBLE ASSETS

NON-CURRENT LIABILITIES

Long-term finances
Redeemabde capital

Liabilties agairs! assels subped o finance Lease

Agvance from a confracior
Long-temm deposits
Deferrad liabilities

Cue to amployess
Deferred taxation

Dise to Pakistan Telecommunicatiosn Authanty (PTA)

- Specirum fee

CURRENT LIABILITIES
Trade and other payables
Acciued mark-up
Short term running finances
Currgnt maturities of long term finances

CONTINGENCIES AND COMMITMENTS
TOTAL EQUITY AND LIABILITIES

The annexed nobes from 1 b 20 fonm an integral pan of these financsal
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Chief Executive

Mot

September 30, June 30,
2009 2009
ceeeees (RS In 00QY ...
3,034 618 2178 332
& ZF5 354 4 378 340
7,389,972 7558 172
240,537
192
50 664
T EES
a.aﬂ
337118
40,481
43,830
100,182
a78.180
184,828
68,740
8,857
2,374,777 1,760 604
10,126,172 8,710 160
4,000,000 4,000,000
3,000, 000 3,000,000
{118,555) {161,181)
2,083 445 2 38 819
855 566 BT0,067
499,500
£00,000
1,858
278,874
3,137
23983
15,840
223,106
1,428 378
3,154,785
1,200,418 1.310,521|
152836 105,280
405,253 2501
1,070,904 1,045 088
2,919,411 2 G55 488
10,126,172 5719169

ts




TELECARD LIMITED
CONDENSED PROFIT AND LOSS ACCOUNT

FOR THE PERIOD ENDED SEFTEMBER 30, 2009

September 30, September 30,

2009 2008
....... (Rs. in"000]) ......
Note
REVENUE - net 874,988 1,050,383
Direct costs 13 (532,210) (852,622)
GROSS PROFIT 342,778 197,761
Othar oparating income 1,485 27,244
344,263 225,005
Distribution cost and administrative expenses 14 (113,080) (248,983)
231,183 (23,990)
Finance costs 15 (112,245) (126,550)
PROFIT / (LOSS) BEFORE TAXATION 118,938 (150,540)
Taxation 16 (88,813) 44 927
PROFIT / (LOSS) AFTER TAXATION 30,125 (10:5,613)
EARNINGS / (LOSS) PER SHARE - BASIC AND DILUTED 0.10 {0.35)

The annexed notes from 1 to 20 form an integral part of these financial statemeants.

,.ﬂfgml; {_I.'a%' /f?%

Chief Executive Digector




TELECARD LIMITED

CONDENSED CASH FLOW STATEMENT
FOR THE PERIOD ENDED SEPTEMBER 10, 2008

CASH FLOW FROM CPERATING ACTIVITIES

Frofit £ [Less) belore taxaticn

Adjustmants foer non cash charges and odher items:

Deprecation

Prorvision for grabaty

Financial charges

bilesest of PTA Bodnse fee
Amorization of imangible asses
Advance from a contractor

Dedermad income on sale and lease back

Prafit bufore warking capital changes

(Inecroasa) | Docraase in current assats
Shok-relrad e
Trade debis
Loans and sdvances

Depasils, prepayments and acenied mankup

Other recevables

(Decreasa) | Increase from crediiors, accruaed
and athar lisbilities

Cash generated from operations

income Tax paid

Financial charges pakl
Grahsty Paid

Lonig Tefrn Ioans and deposits
Liabiity for long Term deposits

Mot cash generated from opoerating activitios

CASH FLOW FROM INVESTING ACTIVITIES
Fiogd capital expendiung
Mol cash used in invesling activiliss

CASH FLOW FROM FINANCGING ACTIVITIES

Repayment of long temm Icans
Afvance from Confracior
Fepayment of shart term Loans

Repayment of obd gations undiér Snance leases

Proceeds | jrepayment) of shor tem running finance

Haoi cash flow from financing activitles

HET (DECREASE] / INCREASE IN CASH AND
CASH EQUIVALENTS

CaSH AND CASH EQUIVALENTS AT THE BEGIMING

OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END

OF THE PERICD

The annexed notes from 1 10 20 form an integral pan of tese fnandal Statements

i

Chief Executive

Hote  Saptember 30, Saptembar 30,
z00%9 2008
ceieee (R 0 000 ...
118,938 {150.540)
156,485 159, 837
302 3126
TL965 B4 B59
30,280 31,881
TO,085 71472
68,218} (E8.217)
- (ES53)
272,746 301,305
381,584 150,765
{2} 424
2180 {154,090
{&60,485) 11,814
(8,504} 8791
(B00,E61) [43.471)
(BE5, BEE) {178,832)
{20,104) 270,747
[ 04,086) 244 650
(2,955) E=TH]
(26,4159) {7.262]
(5,112} {0.746)
(a0} (114)
(1,581} {1.858)
{38,207} {22 E28)
(230, 283) 272 052
(28,281} (22882
(28,381) (2552
(7,000} {235 BB5)
200,000 -

- (B4 2758
(8,952) [ 27.734)
12 562 104 831

8,510 (224,082
59,074} (25.012)
TH T 103,435
17 19,254 78424




TELECARD LIMITED
CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED SEFTEMBER 10, 2009

Share Capiial Revenue Reserve
lssued, subscribed
__andpail-up _ {Accumulated loss) Total
Y N L | TR

Balance as at June 30, 2008 3,000,000 (353,254) 2,736, T45
Trangher from surplus on revaluaion of

intangible assels - med of tax - 14,501 14,501
et boss for thee period . {105,613) (105.613)
Balance as al September 30, 2008 3,000, 000 (354, 366) 2,845 634
Balance as at Juna 30, 2003 3,000,000 (181,181} 2,83EE13
Transfer from surplus on revaluaiion of

infangibbe asseds - ned of tax - 14,501 14,501
Mt profit for fhie peniod - 30,125 30,125
Balance as at September 30, 20045 3,000,000 (116,555) 2,883 445

The ariexed notes o 1 1 20 form an nbegral pan of Mese inandal sialements,

iy

Chief Executive Digector




NOTES TO THE CONDENSED FINANGIAL STATEMENTS
FOR THE PERIOD ENDED SEFTEMBER 30, 2009

1. THE CORMPANY AND ITS OPERATIONS

Telecard Lirded (B compam) wad incoiporabed in Pakistan of October 29, 1997 &t & pobls Eenibed
corrpany. Tha thaned of the company are led on T Kamchi and lamabad Slock Exchangss. The
poerpany Cul B e cugh it whidiary @ |izenaod b povde Uy inbegraied pesommuscaion L,
these inchude basc wirseys telephony, long distance and intematconal services and payphones.

Thee regisbered ofice of the company is locabed af Wiorid Trade Conire 75, East Blue Area, Fazalul-Hag mad
ldamabad The princpal place of Buiineds of B campany it located at Wirld Trade Cantre. 10, Khayabarse-
R, Cileh, Kaiachi,

z BAEIE OF PREPARATION OF CONDENSED FINANCLIAL STATEMENTE

Thete condented fnancial ehatementt have Ben propaced in stcordancs with the dinscthaed miosd by the
Secured and Exchangs Commizion of Paldvies (SECH) and ag per the requinsmintis of Inbemabional
Arcouniing SandaidlAS) - 34 "Intern Fnancial Repeting”, 83 applcabis n Peivsian The condensed
fnancial statements do not include all the inferration and disclosures required in the snnual financal
tabemants and should be read in conjunction with ®w finencial stalements of S Company for the year ended
v 30, 2006,

£ ACCOUNTING POLICIES

Tha accounting polices and methods of computation follosed in the preparstion of these Enancial stabemants
are save of those applied in prepansing the Enancial sSetements o e yeer ended June 30, 2008,

Hobe Seplembser 30, e 30,
2009 009
sonnm (AR OO0 s
i, FROFPERTY, PLANT AND ECRMPTENT
Chpmrating fosd sivett & FARLFES PRl
Capital work:in-progress &z $41,3X3 BAGATSE

3,004 818 3,170,303

4.1,  Operating fed assets

Cipening rat book valus Mﬂ.m Hﬂ-l-.d-s:;
At Bon's duning S paiod | pear FRR E |1}%
Dinpodals during the pecicd | year R ] s I T4
Aocurmadatesd depreciation on ILHIJJ ::!I.MJ
Depracation changed during the pedcd §ysar L ShAee | | ETOUEN
156,495 FE]

4. 1,1.  Detals of addtlons during the curment peried

are a5 follows:
Cemed
Apparatus, plant and souipment R 1015, B34
Computers and relsled accessonies 243 4322
Forriturs, fecuros and ofice squipment i 299
e k]

580 13272



NOTES TO THE CONDENSED FINANCIAL STATENENTE
FOR THE PERIOD ENDED SEFTEMBER 30, 2009

4,12, Detals of digposals made during ihe ciment

period are as follows:

Cevmipd
Apnaraton, plan snd equipment
Compaters ord rofal ed SOCeTEOnees
Farmiing, B ad offon Sou P
Wl g

4.t CAPITAL WORKAN-PROGRESS

A

Cowmad
Liaruid

Advances to Suppliers

INTANGEBLE ASSETS
WVoirslona lozal loog (ALL) Raede
Long dvtence interrational (LD §cense

Agrnitisabon o-dals

LOANE AND ADVANCES
L - LR S
Corsidered good

Curment portion of lorg tem laans
Esmcutives
Emnpl oryiirs.

Snbnadary Compary

Sauppls
Prosdsion for sdvencis contdensd deabstil

OTHER RECEIVABLES
Cormidered good
R efated partes

Drui froe PRACEESS Taleoomimomnsaion
Lirrubad {F TCL i raespiect ol
Karachi Foplief rebate T4
e onnect dscount iz

Pakaian Teecommunicabon sufonty 13
Augare Pakivtan (Provate] Lirmied

IFISLanCE CladT

Claém againsd & bank

Corsldered doubthul

D frewms PTCL

D from 2ol ermphorees
Others

Proeision for other receivables considesed doubtful

Seplember 30,
2009

Jure 34,
008

(2

'E;g

: ATLATD |
.

(165
S
—

atasn
40,000
1

1817

541,330 B35 ATE
505840 512830
200022

ST £, 150 300

1n]

L)

BT Fa: ) )
05 res 20.TES
] L | A0
FL S
1.5 T.TeE
! (3845, ] L ".“55'%]
ABLETT A0481
80,536 b s
B51 541 B51 i
=M Fa: 10|
BA024F B0 243
= ral 181,638
40377 24T
B B TES
i i)
1,516,305 905
01| | L]
18R 15,178
i TN 4177
| 20,785 30714
[Fd Ml (30T hady
1,576,241 76180
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NOTES TD THE CONDENSED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED SEFTEMBER 30, 2009

(@) I the mteresl of publc sakty, ®e Govemment of Pakistan (GoF) i empowersd 1o chass
transmission of ol messages [ services, sublect o cerfain condiions. Seciion 54 of the Pakistan
Telesomrunication [Recnganization) Acl stabtes Bt GoP' can do &0 "Peovided that the GoP may
compariate ary Eenbes whote ol o deniced are afMlected by any action wnder that
secton”. Under Twso powers, the GoP shul dovwn B senics of the compary from July 189550
January 1887 . The company sarsad & nobice bo the GoP for compansation snd as & quid pro guo
ard in consideration of the company haring agreed o withdres s daim, GoP* offered S Interim
Rufal Rabals Package. This afrangirnent wik duly sppncved by th cabinet and anncunded, of
bedall of GaP, by PTA,

Ao p the mward of GoP, PTCL started paying the Intedm Feliel Rebabe upta June 3. 1565 and
Hhirbaler, undabicaly PTCL diided 1o dLconSnue iy fients spaindl B Lid paclags.

Thi company, wrcer (he sboven firned Pteim rebal package, Bled a law wit dunng ®e pear
erchid Jure 30, 2000 agend e PTCL in the Hoenoralie High Court of Sindh e the necoery of
R 276 millon socnsd upbo Ociober 1588 and consequential losses theeon aggregating o
Rs 250624 milion The Moncurable Migh Cowrt of Sindh, during the year ended June 30
2002, on an application Sed by the compamy. passed an inberim arder in fevor of the company
wnd appanied & fem of Charbensd Scoouments kv the delemnabon of ™o ctull amount
recrvabbe | Bmal sured Bom the PTCL. The sed S caloolaled e rolel ebate and inlerconnect
distiount in sccondanos with the drection of thes Court, contEning varous Bmounts debenminsd
uether vanoyd albnatiees, for B paiod Janeary TROT b Axgut 2001,

The company conbends that e relel rebate allowed 1o @ theough PTA' letter dated Janwary 20,
1807 ik of @ contiruing ralure At fo clitalion dabe M menSoned in Bat leter, The company
furthes contends that the relel padcage was approeed by the GoP aller negotiations belween the
Gof and the compary.

A the Court already passed an interim onder in August 3001 in frvor of e Company and in ight
of the above, e management of the Company it confident that Bhe recowery of the amcunt
sscrued to date vwould Be as prayed by the Company,

This Eobal sresaiind o b B Pscovied on sotounl of ralil rebabs amomnis b Ry, 698650 milkon
upto Jurs 30, 2008 On s prudent basis, the Company accrued interim relisf packsge uplo Juns
30, 2006, sggregating o Rs. 651 541 millon, afterwhich See practos of aconsng the said neled
was discontinued. in e view of the legal advisor of the Company. the Company has & stong
et and lcshcod of the Coamparry looting the cate @ nemotes, Hencs the managemnl iy
conbdent sbout th realizaton of emount sccrued i the Inancial Setemants and considers ths
necovery of the Same b be virually censn,

(8] During the year ended June 30, 2002, ®e PTCL filsd a biw Wil againg the compary ke the
recovery of Bs X34 313 milkon, lleging and daputing the rekal retals climed / sdushed by the
compary. In the opinion of the kegal sddscr of the compary, if it s decided try e court that the
company s not entified bo the Kamchi relsl rebate and e decision in this case v against the
cofmpiry, then thi commpany would b o pary only e abowe Eount on sccount of Karschi
rlal pelbate, B, Pedwoiesne, | Wl concludesd by the cour hal e febol rebate i3 spplicabbe, then,
na EFreounl would b Rsbio bo be paid by e compasy 1o the PTCL bl in fect the company would
be enfitied o recovie cartain amamnis of claimed in lew sl decutbed 0 (a) above. AS par the
ilsiri-ridairid higal adhiiod, the it of the sl Liwias ol S cofgany B comlated with the
recueding of the liwiul, a3 fefemed 19 in note 7.1 (1) above. Ascondingly. pendng the Secition
the court in this respect, the company has not made any provision for The aloresaid claim in the
Enancial satemants.

The Cowrt, in s onder dated Juns 25, 2003, cedessd Tha comparry nol bo creals thied party
inberest on i fued assels &5 vl a5 undestakings secept in the ondinary course of business bl
th disposal of this case.

This repressnts the amount of inlerconnect drecount which s wubiec to e determination of e Bnal
suirry, a3 slatied in nobe T1 (&) abova, Th compary o conBdent thal & will necoess the: sSng et of
inbacornect dscount Bom the PTCL and, o, no provision has e misss Seebejainal in S
inancial stabemaents.

In Mlarch 2007, the PTi issued show cause notces 10 sigh! belecom companies, indudng the
Company. in respect of Sccess Promotion Contr bution (AFC) for Unkversal Service Fund (USF) under
i AP Roles, 2004 and AP Reguateny, 2005, bs case of the Comparry. the amounl deran died wai
R 9473 million, This Comparry eigonded to the thow cause nobics snd appuared bk e
Agihorty through ia Counsslor, conisndng thal the AP Rules, 2004 and e AP Regulshors, 2005
warn ultra vines and were of no legal effec! whatvorye . During the year endesd Jene 30, 2008, the PTA
dwid a Bnal detemminaion, uphalding B taed thow ciuts nobde and demindid B amasst Hhesn
A ey ondis agan i the PTA, delermination wat oltaned By ®e Comparny trough the lilarabad High
Emmmmﬂwu:luﬂmm- "ﬁmm.mumwﬁmﬂﬁlﬂﬂdﬂﬂ
cawe in fevow of the PTA. The Compary os 8 resull tharsof has Bed an appeal in the Supreme Court
of Pakistan, which i in S initial shages of hearing. Fusther, he Compary hes paid a sum of

R 504 28T (June 30, 2008 Ru 181 636 million undie prolical. Pending & Bnal Secaion in this mmsbsr,
T Company hies nconted the saed swm a3 dus From S FTA under offves recesabbes and hes not
mchrshed This SEME RO BTy proson s bess macs in @ese inancsl shelsments & management
conbdent Trat i will atosed in neoovaing th abows refernid Tum.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED SEFTEMBER 30, 2009

ADVARCE FROM & COMTRACTOR

U e cured

Adkance Fom a Contractor
Receied during B period | pear

Accfustabib wihin oo yF ShDWn UNGE! DaTent kabites

TRADE AND OTHER PAYABLES

Trada
Palostan Telecommuenication Compary Limibed - net
ZTE Corporation Limitesd

ACCRUED MARK-AP

Reche-pmabie captal
Linwry bisives Bisiini

R fated paries

CURRENT MATURITIES OF LONG TERMLIABILITIES

Ligwg bistre Brisan ip

R ede-emabi e capdal

Linbslises agan it assaly subeet 1o Brancs lase
Agvmnce Fom & conracior

Drue bo emplovess

CONTIMGENCIES AND COMMTIENTS
[a) Contingencies

30, i 1,
2009 2008
sos e RLER B OO L.
AR S £53.TH
J00, 0y -
_ [eToEed)  {ITE 8R4
S07 &34 ZTRATY
048 120,108
A2 Ta4 FERT: v
450 100 487800
110,389 103,554
636,191 761,022
1M 1.7
BEERT AR03
£l . LR el
224 T ]
6216 6218
196,848 1AM
ALTET 27458
el BRLOTO
10,319 1038
211 11
S FIT S 0400
1 19 1,310 521
BREN 10
7AE 4471
13849 R
11585 TAms
bk 34,281
1!_»2.:_“- 105 280
2,500 196,000
S840 £20.060
6,555 kA IR: -]
6N ZTha64
128 12 DS
1&“ 1IM.5H

Thin Fas baen no chamgs in = shahs of conbingencies reported in Swe Bnancial stalements for the

yoar ended June ) X009

[B) Comemitments

Counber QUABIANTBES QR o banks
ot dated chaques muwed io PTA

——t

214500

175,500
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FOR THE PERIOD ENDED SEPTEMBER 30, 2009

Thirs months anded

September 30, September 30,
2009 2008
veaeees (R i 000 ...,
DIRECT COSTS
Inferconnect charges 28LTIT S24.370
Arnual livense fes 8452 8492
Cost of cands sold 561 24
Cptical fiber netw ok FA g BE54
Indemmed bandeidth 8108 o, od
Depreciation 152793 164,754
Amorszaton of intangible assels 0,085 71972
IMebwork sites rent 43 656 A 66
Habwork sies uliliies and mainienance ke 23650
Inesuranc: 1,701 2566
£32 10 852 E22
DISTRIBUTION COST AND ADMINISTRATIVE EXPENSES
Salaries and other benefits 55,229 61.823
Postage. tebephone and belex 1,444 £a8
\Vehides running and manienanoe 8,000 1,658
Traveling & enteriainment 3104 2841
Cffice maintenance 1,888 2322
Stationery and pholoool &5 1,118 1.911
Rant gl 13466
Electrichy 8442 8183
Inramse 1,360 1.504
Legal aind professional chianges J6TE 13,381
Auditors’ refrmuneraion B2 B00
Sales prormotion and marketing 5,087 127 554
Fees and subscription T48 1734
Cepreciation 3,702 4, 768
Donation 1,000 -
Othiers 181 57
113,080 248 405
FINAMCE COSTS
Mark-up on sesurid:
- Redesmable capital B HE dd 383
Long tenm loans 24,928 33,178
- Interest on license fes 34,280 31.881
- Shart ferm loans - 2 B56
Shar 18 nunning inances. 13,847 11,295
Fimance |eases B34 2000
Bank charges I . I . |
112,245 126,560
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED SEPTEMBER 10, 2008

Thres months ended
September 30, September 30,
2003 2008
voneees (R, TP 00D ...
TAXATION
Current 4,375 5252
Drefermed B84 428 {50,179)
B8 813 (44 G2T)
CASH AND CASH EQUIVALENT
Shart lefm insestments B2.000

Cash and bank balanoes 18,254 10424
15,254 T8 424

TRANSACTIONS WITH RELATED PARTIES

Thea refated partees indude major shareholders, endties hawng direciors in commaon 'with e
Comparmy. Grectors and olher Ky management personnd, Transactions with relabed paries
@ s under

Services prostded by related paries 30,330 15622
Shart term loan 1o Subsidary 66,500

Sales J sendces 1o related panies 2,025 1,885
Peyments on behall of retabed paries 8,694 2674

DATE OF AUTHORISATION FOR ISSUE

These finandcial Stalements wers authomsed for issue on October 20, 2009 by the Board of
Directons.

GEMERAL
Figures have bisen rounded off to e neansst thousand rupess.

Chief Execulive TR
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