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Independent Auditor's Report

AM/ 81568

To the Shareholders of

Al Bahrania Al Urdunia Lil Taknia Wa Al Itisalat
(Public Shareholding Company)

Amman ~ Jordan

We have audited the accompanying financial statements of Al Bahrania
Al Urdunia Lil Taknia Wa Al Itisalat, which comprise of the statement of
financial position as at December 31, 2010, and the statements of income
and comprehensive income, changes in shareholders' equity and cash
flows for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of
these financial statements in accordance with International Financial
Reporting  Standards. This responsibility includes: designing,
implementing and maintaining internal contro! relevant to the preparation
and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Cur responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free
from material misstatement.

Audit Tax,Consulting. Financial Advisory. g:f::::'r::hudulbhmllw




An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material
respects, the financial position of Al Bahrania Al Urdunia Lil Taknia Wa
Al Itisalat as of December 31, 2010, and its financial performance and its
cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, and as stated in Note (1c) to the financiai
statements, the Company's General Assembly resolved in its
extraordinary meeting held on December 20, 2009, to delist the Company
from Amman Stock Exchange and transform its legal structure to become
a private shareholding company. On October 14, 2010, the Board of
Directors resolved to retain the listing of Batelco Jordan on Amman
Stock Exchange subject to the General Assembly's approval.

Report on Other Legal and Regulatory Requirements ) .
The Company maintains proper accounting records which are in
agreement with the accompanying financial statements and with the
financial statements presented in the Board of Directors' report and we
recommend that the General Assembly of Sharcholders approve these
financial statements.

The accompanying financial statements are a translation of the statutory
financial statements which are in the Arabic language to which reference
should be made,

Amman - Jordan / , ‘é/ 0(///'L
January 24, 2011 DAl TFéhe (M.E.) - Jordan

Deloitte & Touche (Ri.E.)
-2 Public Accountants
Amman-Jordan
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AL BAHRANIA AL URDUNIA LI, TAKNIA WA AL ITISALAT

A PUBLIC SHAREHOLDING COMPANY)
AMMAN - JORDAN

STATEMENT OF INCOME AND COMPREHENSIVE INCOME

Revenue

Cost of providing services

Gross Profit
Depreciation and amortization
Employees benefits
General and administrative expenses
Impairment of receivables
Borrowing costs
Other gains and (losses)

Profit before Income Tax
Income tax expense

Profit for the Year

Earnings per Share - Basic and Diluted

. Comprehensive Income:

Profit for the year

Comprehensive Income for the Year

Note 2010 2009
D D

5 32,043,450 24,898,496
6  (25,533,098) (17,816277)
6509452  7,082219

10,11 (1,549,046)  (1,862,745)
(1,459,560)  (1,527,262)
7 (451,495)  (557:640)
12 (390,877)  (1,709,642)
16 (166363)  (696,837)
(46) (13,988)

2,492,065 674,105
8 (900721)  (198,335)

1,591,344 475,770

9 0.851 0.254

1,591,344 475,770

1,501,344 475,770

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.

-3 -




AL BAHRANIA AL URDUNIA LIL TAKNIA WA AL ITISALAT

(A PUBLIC SHAREHOLDING COMPANY)

e ——— o —— — E—. T o r————
.

AMMAN - JORDAN
STATEMENT OF FINANCIAL POSITION
December 31,
Note 2010 2009
ASSETS D D
Non-current assets:
Property and equipment - Net 10 5,334,829 5,483,703
Intangible assets - Net 11 73,167 80,392
Deferred tax asscts 8 93,811 -
Total non-current assets 5,501,807 5,564,095
Cuirent assets:
Trade and other receivables 12 3,403,093 3,320,630
Due from related parties 16 . 10,067,849
Cash and bank balances . 13 3,407,711 2,912,264
Total current assets 6,810,804 16,300,743
TOTAL ASSETS 12,312,611 21,864,838
SHAREHOLDERS' EQUITY AND LIABILITIES
Capital and reserves:
Paid-up capital 142 1,870,018 1,870,018
Statutory reserve 14.b 464,284 215,077
Retained earnings (accumulated losses) 235,111 (1,107,026)
Total shareholders' equity 2,569,413 978,069
Current liabilities:
Trade and other payables 15 1,122,769 1,666,473
Due to related parties 16 6,439,421 3,743,167
Loans . 16 - 14,160,000
Deferred revenue 1,189,094 1,145,669
Current tax liabilities 3 991,914 171,460
Total current liabilities 9,743,198 20,886,769
TOTAL SHAREHOLDER'S EQUITY
AND LIABILITIES 12,312,611 21,864,838

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.

-4 -
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AL NIA AL
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A LIL TAKNIA WA AL ITISALAT

- REHOLDING COMPANY)

: AMMAN - JORDAN

STATEMENT ES IN SHAREHOLDERS' TY.

j |

. Retained

I:II Earnings

I: Paid-up Statutory  (Accumulated .
' 4
: Capital Reserve Losses) Total

D D D D

I' Balance at J'anua:;r 1,2009 1,870,018 146,288 (1,514,007) 502,299
;l Comprehensive- income for the year - - 475,770 475,770
y

: Approptiation to statutory reserve - 68789 (68,789) ]
11 Balance at January 1, 2010 1,870,018 215,077 (1,107,026) 978,069
: Comprehensive income for the year - - 1,591,344 1,591,344"
“ Appropriation to statutory reserve - 249,207 (249,207) -
" Balancoat December 31, 2010 1,870,018 464,284 235111 2,569,413

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.,




AL BAHRANIA AL URDUNIA LIL TAKNIA WA AL ITISALAT
{A PUBLIC SHAREHOLDING COMPANY)
AMMAN - JORDAN

STATEMENT OF CASH ELOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit for the year before income tax
Adjustments for:
Depreciation and amortization
Impairment of receivables
Impairment of inventory
Cash Flows Generated by QOperations before Movements
in Working Capital
(Increase) in trade and other receivables
Decrease (increase) In due to / from rclated partics
Increase {decrease) in deferred revenues
(Decrease) in trade and other payables
Cash Flows Generated by (used in) Operating Activities
before Income Tax Paid
Income tax paid
Net Cash Generated by (used in) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for property and equipment - Net
Net Cash (used in) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
(Decrease) increase in borrowings cost
Net Cash (used in) Generated by Financing Activities
Net Increase in Cash

Cash and bank balances - beginning of the year
Cash and Bank Balances - End of the Year

Note 2010 2009
ID D
2,492,065 674,105
1,549,046 1,862,745
390,877 1,709,642
- 45,809
4,431,988 4,292,301
(473,340)  (475,229)
12,764,103 (2,889,056)
43,425  (555,098)
(543,704) __ (916,337)
16,222,472 (543,419)
(174,078) (26,875)
16,048,394  (570,294)

13

(1,392,947)  (1,548,206)

(1,392,947) _ (1,548,206)
(14,160,000) 2,957,221
(14,160,000) 2,957,221

495,447 838,721
2,912,264 2,073,543
3,407,711 2,912,264

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM.
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AL BAHRANIA AL URDUNIA LILTAKNIA WA AL ITISALAT

(A PUBLIC SHAREHOLDING COMPANY)
AMMAN - JORDAN

NOTES TO THE FINANCIAL STATEMENTS

1. General
a. The First Group for Communication Company was established on April

21, 1996 as a public sharecholding company and registered at the
Ministry of Industry and Trade under registration No. (312) based on
the Companies Law No. (22). The Company was granted the right to
start operations on June 18, 1996.

Approval was obtained for Batelco Middle East Company (BMEC) to
own 51% of the Company's paid-up capital and the Company's name
was changed to Al Bahrania Al Urdunia Lil Taknia Wa Al Itisalat
(Hereinafter called "the Company). On May 11 2003, the General
Assembly of Shareholders resolved, in an extraordinary meeting, to
increase the Company's capital to become JD 6,252,150, and hence
increasing Batelco Middle East share to 80% of issued and paid up
capital. On May 29, 2007, the Company's General Assembly decided to
redeem its accumulated losses and to restructure the Company's capital
through reducing its issued and authorized capital to JD 1,870,018.

Or March 10, 2008, approval was obtained from the Company's

Extraordinary General Assembly of Shareholders for Umniah Mobile

Company to acquire and own 100% of the Company's Capital.

The registered address of the Company is P.O Box 811912, Amman
11181, the Hashemite Kingdom of Jordan.

. The Company's objectives include building, managing and marketing
communication networks and digital paging networks related to
banking, financial, commercial, tourism and educational activities
through central and terminal equipment which links the information
charge networks through connecting computer networks locally and
internationally.

. The General Assembly of Shareholders resolved in its extraordinary
meeting held on 20 December 2009 to delist the Company from
Amman Stock Exchange and transform its legal structure to become a
private shareholding company. On October 14, 2010, the Board of
Directors resolved to retain the listing of Batelco Jordan on Amman
Stock Exchange subject to the General Assembly's approval.

-7 -
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d. The financial statements have been approved and authorized for issue
by the Board of Directors on January 24, 2011 and subject to General

Assembly approval.

2. Application of new and revised International Financial Reporting

Standards (IFRSs)

2.1 New.and revised IFRSs applied with no material effect on tie

Jinancial statements:

The following new and revised IFRSs have also been adopted in these
financial statements. The application of these new and revised IFRSs has
not had any material unFact on the amounts reported for the current and

prior years but may a
arrangements,

Amendments to IFRS 1: Fipst-
time Adeption of Inlernational
Financial Reporting Standards
— Additional Exemptions for
First-time Adopters )

Amendments to I¥RS 2: Share-
based Payment — Cash-settled
Share-based Payment
Transactions

Amendments to IFRS 5: Non-
current Assets Held for Sale and
Discantinued Operations (as
part of Improvements to IFRSs
issued in 2008)

Amendments to IAS 39:
Financial Instruments:
Recognition and Measurement
— Eligible Hedged Items

IFRIC 17: Distributions of
Non-cash Assets to Owners

fect the accounting for future transactions or

The amendments provide two exemptions
when adopting IFRSs for the first time
relating to oil and gas assets, and the
determination as to whether an arrangement
contains a lease.

The amendments clarify the scope of IFRS 2,
as well as the accounting for cash-settled
share-based payment transactions in the
separate (or individual) financial statements
of an entity receiving the goods or services
when another entity or shareholder has the
obligation to settle the award.

The amendments clarify that all the assets and
liabilities of a subsidiary should be classified
as held for sale when the Company is
committed to a sale plan involving loss of
contro]l of that subsidiary, regardless of
whether the Company will retain a non-
controlling interest in the subsidiary after the
sale.

The amendments provide clarification on two
aspects of hedge accounting: identifying
inflation as a hedged risk or portion, and
hedging with options.

The Interpretation provides guidance on the
appropriate accounting treatment when an
entity distributes assets other than cash as
dividends to its shareholders.

-8 -
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IFRIC 18: Transfers of Assets
JSrom Customers

Improvements to IFRSs issucd
in 2¢09:

Amendments to JAS 1:
Presentation of Financial
Statements

(as part of Improvements flo
IFRSs issued in 2009)

IFRS 3 (revised in 2008):
Business Combinations

1AS 27 (revised in 2008):
Consolidated and  Separate
Financial Statements

IAS 28 (revised in 2008):
Investments in Associates

The Interpretation addresses the accounting
by recipients for transfers of property, plant
and equipment from ‘customers’ and
concludes that when the item of property,
plant and equipment transferred meets the
definition of an asset from the perspective of
the recipient, the recipjent should recognise
the asset at its fair value on the date of the
transfer, with the credit being recognised as
revenue in accordance with IAS 18 Revenue.

IAS 1, 1AS 23, IAS 27, IAS 32 and IAS 39.
SMEs IFRS, IFRS 2, IFRS 3, IFRS7 and
IFRS 8.

The amendments to IAS 1 clarify that the
potential settlement of a liability by the issue
of equity is not relevant to its classification
as current or noncurrent. This amendment
has had no effect on the amounts reported in
current and prior years as the Company has
not previously issued instruments of this
nature.

IFRS 3(2008) has been applied in the current
year prospectively to business combinations
for which the acquisition date is on or after 1
January 2010 in accordance with the relevant
transitional provisions.

The application of IAS 27(2008) has not
resulted in changes in the company's
accounting policies.

The principie adopted under IAS 27 that a
loss of control is recognized as a disposal
and re-acquisition of any retained interest at
fair value is cxtended by consequential
amendments to JAS 28. As part of
Improvements to IFRSs issued in 2010, IAS
28(2008) has been amended to clarify that
the amendments to IAS 28 regarding

transactions wherc the investor loses’

significant influence over an associate should
be applied prospectively.

-9 .
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Amendntents to IFRS 1:

Limited Exemption Sfrom
Comparative IFRS 7 Disclosure for
First-time Adopters

Amendments to IFRS 7:
Disclosures — Transfers of
Financial Assets

IFRS 9 (as amended in 2010):
Financial Instruments ’

IAS 24 (revised in 2009):
Related Party Disclosures

Amendments to IAS 32:
Classification of Rights Issues

Amendments to IFRIC 14:

Prepayments of a Minimum.

Funding Requirement

{FRIC 19:
Extinguishing Financial Liabilities
with Equity Instruments

- 10 -

2.2 New and revised IFRSs issued but not.yet effective

The Company has not. applied the following new and revised IFRSs that
have been issued but are not yet effective:

Effective for annual _ periods
beginning on or after 1 July 2011.

Effective for annual periods
beginning on or after 1 July 2011.

Effective for annual periods
begirning on or after L Januvary
2013.

Effective for annual periods
beginning on or after 1 January
2011.

Effective for annual periods

beginning on or after 1 February

2011.

Effective for annual periods
beginning on or after 1 January
2011.

Effective for annual periods
beginning on or after 1 July 2011.
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IERS 9 Financial Instriuments issued in November 2009 and amended
in October 2010

IFRS 9 Financial Instruments issued in November 2009 and amended in
October 2010 introduces new requirements for the classification and
measurement of financial assets and financial liabilities and for
derecognition.

o IFRS 9 requires all recognised financial assets that are within the. scope
of 1AS 39 Financial Instruments: Recognition and Measurement to be
subsequently measured at amortised cost or fair value. Specifically,
debt invesiments that are held within a business model whose objective
is to collect the contractual cash flows, and that have contractual cash
flows that are solcly payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of
subsequent accounting periods, All other debt investments and equity
investments are measured at their fair values at the end of subsequent
accounting periods,

e The most significant effect of IFRS 9 regarding the classification and
measurement of financial liabilities relates to the accounting for
changes in fair value of a financial liability (designated as at fair value
through profit or loss) attributable to changes in the credit risk of that
liability. Specifically, under IFRS 9, for financial liabilities that are
designated as at fair value through profit or loss, the amount of change
in the fair value of the financial liability that is attributable to changes
in the credit risk of that liabilily is recognised in other comprehensive
income, unless the recognition of the effects of changes in the liability's
credit risk in other comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair value attributable
to a financial liability's credit risk are not subsequently reclassified to
profit or loss. Previously, under IAS 39, the entirc amount of the
change in the fair value of the financial liability designated as at fair
value through profit or loss was recognised in profit or loss.

IFRS 9 is effective for annual periods beginning on or after 1 January
2013, with carlicr application permitted.

The directors anticipate that IFRS 9 will be adopted in preparation of the
Company's financial statements for the annual period beginning January 1,
2013 and that the application of the new Standard will have a significant
impact on amounts reported in respect of the Company's financial assets
and financial liabilitics. However, it is not practicable to provide a
reasonable estimate of that effect until a detailed review has been
completed.

-1l -




The amcendments to IFRS 7: Disclosures — Transfers of Financial
Assets increasc

The amendments to IFRS 7 titled Disclosures — Transfers of Financial
Assets increase the disclosure rcquirements for transactions involving
transfers of financial assets. These amendments are intended to provide
greater transparency around risk exposures when a financial asset is
transferred but the transferor retains some level of continuing exposure in
the asset. The amendments also require disclosures where transfers of
financial assets are not evenly distributed throughout the period.

The directors do not anticipate that these amendments {0 IFRS 7 will have
a significant effect on the Company’s disclosures regarding transfers of
trade receivables previously effected. However, if the Company enters into
other types of transfers of financial asscts in the future, disclosures
regarding those transfers may be affected. ‘

IAS 24: Related Parly Disclosures (as revised in 2009) modifies the
definition of a related party and simplifics disclosures for government-
related entities.

The disclosure excmptions introduced in IAS 24 (as revised in 2009) do
not affect the Company because the Company is not a government-related
entity. However, disclosures regarding related party transactions and
balances in these financial statements may be affected when the revised
version of the Standard is applied in future accounting periods because
some counterparties that did not previously mect the definition of a related
party may come within the scope of the Standard.

The amendments to IAS 32: Classification of Rights Issues

The amendments to IAS 32 titled Classification of Rights Issues address
the classification of certain rights issues denominated in a foreign currency
as either an equity instrument or as a financial liability. To date, the
Company has not entered into ary arrangements that would fall within the
scope of the amendments. However, if the Company docs enter into any
rights issues within the scope of the amendments in futurc accounting
periods, the amendments to IAS 32 will have an impact on the
classification of thosc rights issues.

IFRIC 19: Extinguishing Financial Liability with Equity Instruments
IFRIC 19 provides guidance regarding the accounting for the
extinguishment of a financial liability by the issue of equity instruments.
To date, the Company has not entered into transactions of this nature.
However, if the Company does enter into any such transactions in the
future, IFRIC 19 will affect the required accounting. In particular, under
IFRIC 19, equity instruments issued under such arrangements will be
measured at their fair value, and any difference between the carrying
amount of the financial liability extinguished and the fair value of equity
instruments issued will be recognised in profit or loss.
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3. Significant Accounting Policies

a. Statement of compliance
The accompanying financial statements are prepared in accordance
with International Financial Reporting Standards, issued by the
International Accounting Standards Board, and their related
interpretations.

b. Functional and presentation currency
The financial statements are presented in Jordanian Dinar (JD), which
is the Company's functional currency.

¢.  Revenue recognition
Revenue is measured at the fair value of the consideration received or
receivable, and excludes sales taxes as follows:

1. Operating License Fee
Operating fees are recognized at the fair value of the consideration
received or receivable when activating the service (activation on
the used system).

2. Interconnection Revenue
Interconnection revenue is recognized when rendering the services
for the phones operators based on agreed interconnection tariffs
under the prices issued by the Jordanian Telecommunications
Regulatory Commission or by individual agreements signed
between the Company and other phone operators.

3. Managed Data Services
Revenue from data services and information supply is recognized

when the Company has performed the related service and,
depending on the nature of the service, is recognized either at the
gross amount billed to the customer or the amount receivable by
the Company from a third party as commission for facilitating the
service.

4. Broadband Internet Services
Money received, in advance is recognized as deferred revenue.
Moreover, activation and subscription costs and fees are
recognized in the statement of income on the accrual basis.

Revenue from postpaid subscribers is invoiced and recorded as
part of the periodic billing cycle and recognized over the related
service period.

- 13 -




Taxation

The tax liability currently payable is based on taxable income for the
year. Taxable income differs from the profit as reported in the
statement of income because it excludes items of income or expense
taxable or deductible in other years (temporary differences) and items
not taxable or deductible (other than temporary differences). The
Company’s liability for the current tax, if any, is calculated using the

.tax rates in effect at the date of the financial statements.

Deferted taxes are taxes expected to be paid or recovered due to
temporary differences between the value of assets and liabilities in the
financial statements and the value on the basis of which taxable
income is calculated. Moreover, deferred taxes are calculated based
on the finaneial position liability method according to the tax rates
expected to be applied upon the settlement of the tax liability or
realization of the deferred tax assets.

Foreign currencies

In preparing the financial statements of the Company, transactions in
currencies other than the Company's functional currency are recorded
at the rates of exchange prevailing on the dates of the transactions. At
each financial statements date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the financial
statements date with the exchange differences included in the
statement of income for the year.

Property and equipment

Property and equipment are stated at cost less accumulated
depreciation and any accumulated impairment losses. Such cost
includes expenditures that are directly attributable to the acquisition of

the asset.

Depreciation is charged over the estimated useful lives, so as to write-
off the cost of assets over their estimated useful lives, using the
straight-line method over their estimated useful lives using the
following annual rates:

%
Network equipment ' 8 —25
Computers and office equipment 25-33
Vehicles 20
Decoration and office furniture 10-20
Machinery & equipment 10--20

- 14 -
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h.

An item of property and equipment is derecognized upon disposal or
when no future economic benefits are expected from its use or
disposal.

Any gain or loss arising on derecognizing of the asset (calculated as
the differcnce between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of income in the year
the asset is derecognized. i ’

The estimated useful lives, residual values and depreciation method
are reviewed at each financial position date, with the effect of any
changes in estimate accounted for on a prospective basis.

Intangible assets

Intangible assets with a definite useful life acquired separately are
stated at cost less accumulated amortization and accumulated
impairment losses. Amortization is charged on a straight-line basis
over their estimated useful lives at an annual rate of 6.67%.

The estimated uselul life and amortization method are reviewed at
each financial statements date, with the effect of any changes in
estimate being accounted for on a prospective basis.

Impairment of tangible and intangible assets

At each financial statements date, the Company reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffercd an impairment
loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss.

If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognized immediately in
the statement of income. ‘

Inventories

Inventorics arc stated at the lower of cost and. net realizable value.
Cost is determined using the weighted-average method. Net rcalizable
value represents the estimated selling price for inventories less all
estimated costs necessary to make the sale.

Provisions

Provisions are recognized when the Company has a present obligation
(legal or constructive) as a result of a past event, it is probable that the
Company will be required to scttle the obligation, and a reliable
estimate can be made of the amount of the obligation.
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&k Offsetting
Financial assets and financial liabilities are offset, and the net amount
is reflected in the statement of financial position only when there are
legal rights to offset the recognized amounts, the Company intends to
settle them on a net basis, or assets are realized and liabilities settled
simultaneously.

4. __Accounting Estimates
In the application of the Company’s accounting policies, management

is required to make judgments, estimates and assumptions about the
carrying amounts of asscts, liabilities, revenues, and expenses; and to
estimate and assess the amounts and timing of future cash flows that
are not readily apparent from other sources.

The estimates and associated agsumptions are based on historical
experience and other factors considerced to be rclevant. The actual
results may differ from these estimates duc to the changes resulting
from the conditions and circumstances of those estimates in the future,

The estimatcs and underlying assumptions are reviewed. on an.
ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the
revision affects both current and future periods.

Management believes that the critical judgments and estimates in the
financial statements are reasonable and mainly include:

A. Income taxes
The management of the Company estimates income taxes in
accordance with the prevailing laws, involving a specific
calculation of the expected actual income tax exposure for cach tax
object and an assessment of temporary differences resuiting from
the different treatment of certain items for IFRS financial
statements and local tax reporting purposes. Furthermore, deferred
tax assets arc recognized to the extent that their utilization is
probable. The utilization of deferred tax assets will depend on
whether it is possible to generate sufficient taxable profit ir the
future. Various factors are used to assess the probability of the
future utilization of deferred tax assets, including past operating
results, operational plans, loss-carry forward periods and tax
lanning strategies. If actual results differ from these estimates or
if these estimates must be adjusted in futurc periods, the financial
position, results of operations and cash flows may be adversely
affected. In the event that the assessment of future utilization of
deferred tax assets changes, the recognized deferred tax assets
must be reduced and this reduction is recognized in the statement
of income.

- 16 -
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B. Impairment allowance

Management maintdins a provision, for doubtful debts for the
estimated losses resylting from the default of debtors to make the
required payments. When evaluating the adequacy of the provision
for doubtful debts, ;management estimates is based on a large
number of factors such as the ageing of accounts receivable
balances, debtors' creditworthiness, and changes in debtors'
payment terms. - I -

|
C. Operational life for pro equipment and intangible assets

Management periodically renssesses the useful lives of property
and equipment, and intangible assets for the purpose of calculating
annual depreciation! and amortization based on the general
condition of those dssets and their expected useful lives in the
future. The adjustment in the deprecation or amortization expense
is recorded in the statement of income.

D. Lawsuits against the fCompanx

Management frequently reviews the lawsuits filed against the
Company based on a legal study prepared by the Company's legal
advisors. Moreaver, the study highlights potential risks that the
Company may encounter in the future. A provision for these
lawsuits is taken to the statement of income.

5. Revenue !
This item consists of the following:
)

2010 2009
JD JD
Voice and interconnection services 24,824,223 17,016,403
Managed data services : 4,282,507 4,576,253
Broadband services 2,665,817 2,883,658
Others 270,903 422,182

' 32,043,450 24,898,496

¥
+
i

6. Cost of Providing Services
This item consists of the following;:

1. 2019 2009

‘i JD JD
Interconnection cost 22,622,685 14,380,530
Leased lines and other connection cost 2,579,722 3,159,278
Others ' 331,591 276,469

i

] 25,533,998 17,816,277
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7. General and Administrati%:e Expenses

This item consists of the following:

QOccupancy
Professional fees
Govemmental fees
Entertainment

Bank charges
Computer expenses
Marketing and selling
Security

Office cleaning

Impairment of inventories

Insurance
Others

8. Taxation

1

The item consists of the following;:

a. Income tax expense

This item consists of the following:

Income tax expense for the year
Income tax for prior periods

Effect of deferred tax assets

b. Current tax liabilities

The movement on this item was as follows:

Opening balance
Income tax expense

Prior year's income tax expenses

Income tax paid
Ending Balance

. 18 -
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2010 2009
D D
150,120 245,378
29,041 31,701
31,932 15,291 .
10,809 6,019
7,937 10,892,
96,350 71,961
78,003 80,875
9,190 17,369
17,793 17,037
- 45,809
12,999 8,198
7,321 47,110
451,495 597,640
2010 2009
D D
775,906 171,460
218,626 26,875
(93,811) - -
900,721 198,335
2010 2009
D D
171,460 -
775,906 171,460
218,626 26,875
(174,078)  (26,875)
991,914 171,460
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¢.  Reconciliation of Taxable Income

The total tax charge for the year can be reconciled to the accounting
profit as follows:
2010 2009

1D D
2,492,065 674,105
740,877 13,786
3,232,942 __ 687,801
775,906 __ 171,460

Profit for the year before income tax
Add: Non- allowable expenses
Taxable Income for the Year
Income Tax Expense at 24% (25% for 2009)

d. _Deferred tax assets arise from the following;
December 31, 2010

Opening Ending
__Temporary differences  ~ Balance _Additions  Disposals _Balance
D D D JD
Impairment of receivables - 390,877 - 390,877
- 390,877 - 390,877
Deferred tax balances are as follows:
2010
. . JD
Deferred tax assets 93,811

Deferred taxes as of December 31, 2010, were calculated using the enacted
tax rate of 24% for the fiscal year 2010.

Deferred tax assets on prior years provision for impairment of receivables
have not been booked as management believe that the Company will not
benefit from such deferred taxes in the near future.

e. Income tax statug
A final settlement has been reached with the Income and Sales Tax
Department relating to the Company’s income tax for the year ended
December 31, 2007.

Furthermore, the Company filed its income tax return for the years
2008 and 2009. However, no final settlement has been concluded with
the Income and Sales Tax Department yet.

Management of the Company and its tax advisor believe that the
booked provisions are sufficient to settle the potential tax liability.

9. Earnings Per Share
This item consists of the following:

2010 2009
D D

Profit for the year 1,591,344 475,770

Shares Shares
Weighted average number of Shares 1,870,018 1,870,018

JD/Share JD/Share

Eamings per Share

0.851 0.254

(Basic and Diluted)
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10, Property anyd equipment

The details of this item are as follows:

Computers Decorations  Machinery

Network  and Office and Office and

Equipment = _Equipment _Vehicles _Furniture _Equipment Total
Cost: D D D D D D
Balance at January 1, 2009 8,242,578 2,774,588 121,283 598,599 675,263 12,412,311

Additions - 1,423,117 122,908 - 2,161 = _ 1548206

Balance at January 1, 2010 9,665,715 2,897,496 121,283 600,760 675,263 13,960,517
Addidong 1,371,821 17,787 - 4,252 . 1,393,930
Transfer (1,723,395) 2,129,452 22,774 (426,831) -

Disposals - (.639) - - . 1639
- Balance st December 31, 2010 - 9312211 5,043,096 121,283 627,786 248,432 15352808

.

Accumulated Depreciation:
Balance at January 1, 2009 3.410.322. 2,094,684 86,573 441,839 485,589 6,621,407
Dgpreciation expense 1,454,489 292,852 21,676 35,099 30,291 1,355,407

Balance at January 1, 2010 4,864,811 2,387,536 109,249 498938 616,280 8,476,814
Depreciation expenze 902,780 418,028 12,034 41,642 161,337 1,541,82)
Transfer (1,068,657) 1,620,653 - 31,38! {583,317 -

Dispesals . - (656) . - - (656)

Balance at December 31, 2010 4,698,934 4,425,561 121,283 571,961 200,240 10,017,979

Nct Book Value as of December 31, 2010 4,613,277 617,535 §5.325 48,192 5,334,829

Net Book Valye as of December 31, 2009 4800904 509960 12,034 101822 $8.983 5483703

Annual Depreciation Rate % ' 20 10-20 10-20

b+ Property and equipment as of December 31, 2010 inclnde an amount of JD 5,209,630, representing fully depreciated property
and equipment {JD 3,739,219 ag of December 31, 2009).




- —

11. Intangible Assets
The item consists of the following:

License Total
Cost: D JD
Balance at January 1, 2009 106,661 106,661
Balance at January 1, 2010 106,661 106,661
Balance at December 31, 2010 106,661 106,661
Accumulated Amortization:
Balance at January 1, 2009 18,931 18,931
Amortization expense 7,338 7,338
Balance at December 31, 2009 26,269 26,269
Amortization expense 7,225 7,225
Balance at December 31, 2010 33,494 33,494
Net Book Value as of December 31, 2010 73,167 73,16_7-
Net Book Value as of December 31, 2009 80,392 80,392
Annual Amortization Rate % 6.67%

12. Trade and Other Receivables
This item consists of the following:

December 31,

2010 2009
JD JD

Customers' accounts 4,267,553 3,950,359
Unbilled revenue 72,757 479,921
Prepayments 42,284 48,993
Sales tax refundable 2,464,317 1,766,139
Refundable deposits 40,754 45,812
Due from agents 64,709 180,649
Employees receivables 157,765 158,629
Other recejvables 44,431 50,728

7,154,570 6,681,230
Provision for impairment (3,751,477) (3,360,600)

3,403,093 3,320,630

Impairment allowances for receivables are used to record impairment
losses unless the Company is satisfied that no recovery of the amount
owing is possible; at that point the amounts considered uncollectible
and written-off against receivables directly.

-21 -
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The movement on impairment allowance for the year.2010 and 2009
was as follows:

2010 2009
JD D
Opening Balance 3,360,600 1,650,958
Add: Impairment loss of the year 390,877 1,709,642

Ending Balance 3,751,477 3,360,600

In determining the recoverability -of a trade receivable, the Company
considers any change in the credit quality of the trade receivable from
the date credit was initially granted up to the date of the financial
statements. The concentration of credit risk is not significant due to
the customer base being large and spread among customer
segmentation and geographical areas. Furthermore, strict credit
control is maintained as both credit period and credit limits are
continuously menitored. Accordingly, the management of the
Company believes that there is no further credit allowances required
in excess of the allowance for the impairment of receivables.

The following is the ageing of customers’ accounts:

2010 2009
JD JD
30-60 days 310,598 244,951
61-90 days 315,195 365,373
01-120 days 210,021 190,523
+120 days 3,431,739 3,149,512

4,267,553 3,950,359

Cash and Bank Balances

This item consists of the following:

2010 2009
ID D
Cash on hand 5,732 16,406
Current accounts * 3,401,979 2,895,858

3,407,711 2,912,264

* These accounts are non interest bearing and are held with local banks.
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14. _ Capital and Reserves

a. Paid-up Capital
The Company's paid-up capital amounted to JD 1,870,018 and is
comprised of 1,870,018 shares at a par value of JD 1 per share.

b.  Statutory Reserve
According to the Jordanian Companies Law and the Company’s
Articles of Association, the Company is required to appropriate 10%
of its net profit before tax as a statutory reserve. The approprfiation. to
the statutory reserve should continue till it equals 25% of the
Company’s issued capital. This reserve is not available for
distribution to the shareholders.

15. Trade and QOther Pavables
This item consists of the following:

December 31,

2010 2009
iD JD
Trade payables 301,369 522,035
Accrued expenses ' 809,295 1,085,485
Other payables 12,105 58,953

1,122,769 1,666,473

16. Related Parties Balances and Transactions
The balances and transactions with the related parties for the year
were as follows:

a. Transactions

2010
Expenses Revenues
Voice and Borrowing Voice and
Interconnection Cast Interconnection Others
- JID JD JD JD
(i) Umniah Mobile Company 992,366 - 19,851,935 -
(ii) Batelco — Bahrain 16,472,144 166,363 808,831 -
17,464,510 166,363 20,660,766 -
2009
n _ Expenses Revenues
Voice and Borrowing Voice and
Interconnection Cost Interconnection Others
JD JD JD D
(i) Umniah Mobile Company 230,288 - 15,993,173 1,977,085
(ii) Batelco —Bahrain 11,925,221 696,837 2357291 ° -
- ' 12,155,509 696,837 16,228,464 1,977,085
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b. Balances

December 31, 2010
Accounts Accounts
Receivable Payable Bomrowings
JD D D
(i) Umniah Mobile Company - 5,036,800 .
(ii) Batelco ~ Bahrain - 1,402,621 -
- 6,439,421 -
_ December 31, 2009
Accounts Accounts
Receivable Payablo Borrowings
JD JD 1D
(1) Umniah Mobile Company 10,067,849 -

(ii) Batelco — Bahrain 3,743,167 14,160,000

10,067,349 3,743,167 14,160,000

(1) The holding company.
(ii) The uitimate holding company.

During 2009, the Company obtained a loan from Batelco — Bahrain
(Ultimate Holding Company) in the amount of USD 20,000,000
(equivalent to JD 14,160,000) at an interest rate of Libor + 3% accruing
on a daily basis effective from January 1, 2009. Moreover, the
borrowing costs amounted to JD 166,363 for the year ended December
31, 2010 (JD 696,837 for the year ended December 31, 2009) and were
charged to the statement of income. During the year 2010 the
outstanding loan of Batelco Bahrain was settled,

During the first half of the year 2010, a new interconnection agreement
was signed between the Company and Umniah Mobile Company (a
holding company); however, it has not been implemented yet as it is still
pending the Telecommunication Regulatory Commission (TRC) and the
Board of Directors’ approvals.

Compensation for key management personnel for the year amounted to

JD 158,870 for the year December 31, 2010 (JD 86,272 for the year
ended December 31, 2009).
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17. Operating Segments
The details of the Company's operations based on operating segments are as follows:
. For the Year Ended December 31, 2010
Managed Voice and ,
“ : Broadband Data Interconnection

. Services Services Services Others Total
! D D D D D
i Revenues 2,665,817 4,282,507 24,824,223 270903 32,043,450
“ Cost of providing services (1,995,172) _ (584,550) _ (22,622,685) _(331,591) (25,533,998)

Segment Gross Profit 670,645 3,697,957 2,201,538 (60,688) 6,509,452

" Unallocated expenses (4,017,387)
Profit for the Year before Tax 2,492,065
Income tax expense (900,721) )

Profit for the Year . ) 1,591,344

' For the Year Ended December 31, 2009
. Managed Voice and
Broadband Data Interconnection
Services Services Services . Others Total
D D D D D

s Revenues 2,883,658 4,576,253 17,016,403 422,182 24,898,496
: Cost of revenues (2,142,951) (1,016,327) _ (14,380,530) (276,469) (17,816,277)
! Segment Gross Profit 740,707 _ 3,559,926 2,635,873 _ 145713 7,082,219
_ Unallocated expenses (6,408,114)
] Profit for the Year before Tax 674,105
1 [ncome tax expense : (198,335)
| 475,770

Profit for the Year




18. Financial Instruments

a. Capital risk manapement
The Company manages its capital to ensurc that it will be able to

continue as a going concern while maximizing the return to equity
holders as well as other stakeholders through the optimization of the
debt and equity balance. The Company's overall strategy remains
unchanged from the year 2009,

The capital structure of the Company consists of debt, cash and bank
balances and equity, comprising paid-up capital and other reserves.

The Company manages ils capital structure and makes adjustments to
it, in light of the changes to economic conditions. The capital structure
is reviewed on an ongoing basis. Based on the reccommendations of
the dircctors, the Company balances its overall capital structure
through obtaining borrowings, contributions by the sharcholder or by
appropriating to reserves.

-

b. Foreign currency risk
Currency risk is the risk that the value of a financial instrument will
fluctuate due to changes in foreign exchange rates.

The Company's major foreign currency transactions are denominated
in US Dollar. The carrying amounts of the Company's foreign
currency denominated monetary assets and monetary liabilities at the
financial position date are as follows: )

Asscts Liabilities
December 31, December 31,
2010 2009 2010 2009
D JD D JD
US Dollar . 1,201,763 897,603 1,734,974 14,160,000

The Company has substantial transactions denominated in US Dollar
with foreign suppliers. The Company’s currency risk is related to
changes in exchange rates applicable to settlements in foreign
currencies. However, duc to the fact that the Jordanian Dinar (the
Company's functional currency) is pegged to the US Dollar,
management of the Company believes that the foreign currency risk
impact on the {inancial statements is immaterial.
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c. Liquidity risk

Liquidity risk, also referred to as funding risk, is the risk that the
Company will encounter difficulty in raising funds to meet
commitments.

The following table shows the difference between the Company's
current liabilities and its current assets as of the financial statements
date: .
December 31,

2010 2009
JD JD
Current assets 6,810,804 16,300,743
Less; Current liabilitics 9,743,198 20,886,769
(Deficit) in working capital (2,932,394) (4,586,026)

As shown in the table above, the Company has a deficit in the amount
of JD 2,932,394 as of December 31, 2010 (compared to deficit of JD
4,586,026 as of December 31, 2009). The Company mitigates its
liquidity risk by obtaining financing from the related parties, and
continuously monitoring forecast and actual cash flows. Furthermore,
the majority of current liabilities are to related parties amounting to
JD 6,439,421. Moreover, the Company has a portion of the
Company's funds invested in cash balances at banks and is ready for
short-and medium-term financing and liquidity management.

The following tables detail the Company's remaining contractual
maturities for its major financial liabilities. The tables have been
prepared using the undiscounted cash flows of the financial liabilities
based on the earliest date on which the Company is required to pay.
The tables iriclude only the principal cash flows of the contractual
liabilities.

. Less than 1
Year 1-2 Years
2010: JD D
Trade and other payables 1,122,769 -
Due to related parties 6,439,421 -
7,562,190 -
Less than 1
year 1-2 years
2009; JD JD
Trade and other payables 1,666,473 -
Due to related parties 17,903,167 -

19,569,640 -
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d. Credit risk
Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Company.

The Company's financial assets consist mainly of cash and bank
balances and trade and other receivables.

The Company keeps its cash and dcposits at only financial institutions
after constant assessment of their credit standing,.

Receivables consist mainly of the accounts of local subscribers, local
and international telccommunication operators, and related parties.

Debtors. are widely spread across diverse industries, customer
segmentation and geographical arcas. Credit control is exercised to
continuously follow up on the credit period and ceiling, If
management believes that collectibility of the amounts due from the
subscribers is not possible, the' Company books an impairment
provision for these amounts.

As for telephone opcrafors, the Company does not believe that there is
any malerial credit risk as the debtors are creditworthy and pay
regularly.
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