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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF ﬂ \'
SUDATEL TELECOM GROUP LIMITED _)/_
We have audited the accompanying financial statements of Sudatel Telecom Group Limited,
which comprise the balance sheet as at 31 December 2008 and the income statement, cash
flow statement and statement of changes in equity for the year then ended, and a summary of
significant accounting policies and other explanatory notes.
Directors’ Responsibility for the Financial Statements
The Directors are responsible for the preparation and fair presentation of these financial
statements in accordance with Sudanese Generally Accepted Accounting Principles. This
responsibility includes: designing, implementing and maintaining internal control 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.
Auditors’ Responsibility
Our 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. .
An audit involves performing procedures to obtain audit evidence about the amounts and e
disclosures in the financial statements. The procedures selected depend on the auditors’ 0
judgement, including the assessment of the risks of material misstatement of the financial al
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the W
financial statements in order to design audit procedures that are appropriate for the g’
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the jal
entity’s internal control. An audit also includes evaluating the appropriateness of accounting tor
policies used and the reasonableness of accounting estimates made by management, as well as the
evaluating the overall presentation of the financial statements. the
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a Fhe
basis for our audit opinion. :ng
as
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Group as of 31 December 2008 and its financial performance and its cash dea
flows for the year then ended in accordance with Sudanese Generally Accepted Accounting
Principles and the requirements of Companies’ Act 1925.
ncial
cash
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CONSOLIDATED BALANCE SHEET - 31 December 2008

Notes

ASSETS

Non-current assets

Property, plant and equipment 5
Intangible assets 6
Investment in associates 7
Non-trading investments 8
Current assets

Non-trading investments 8
Inventories 10
Trade and other receivables 11
Term Islamic deposits 12
Bank balances and cash

TOTAL ASSETS

Equity

Share capital 13
Share premium 13
General reserve 13
Foreign exchange translation reserve 13
Cumulative changes in fair value

Retained earnings 13
Proposed dividends 13
Proposed bonus share issue 13
Minority interests

Total equity

Non-current portion of Islamic finance 14
Employees’ end of service benefits 15
Current liabilities

Trade payables and accruals 16
Zakat provision 17
Current portion of Islamic finance 14

Total liabilities

TOTAL EQUITY AND LIABILITIES
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2008 USD 2007 USD
719,458,030 567,305,323
639,814,388 567,841,228
72,901,761 15,217,613
325,801,244 405,240,685
1,757,975,423 1,555,604,849
80,128,164 118,654,016
62,659,107 56,940,581
238,348,008 250,542,162
340,324,731 304,288,218
45,743,327 50,280,338
767,203,337 780,705,315
2,525,178,760 2,336,310,164
893,915,400 744,929,500
292,601,044 292,601,044
333,026,911 289,956,019
62,387,086 58,915,685
(2,216,853) -
7,690,421 15,723,577
44,695,770 148,985,900
89,391,540 148,985,900
1,721,491,319 1,700,097,625
1,790,486 883,403
1,723,281,805 1,700,981,028
421,485,121 335,923,071
7,901,394 5,638,307
429,386,515 341,561,378
264,811,382 160,828,772
13,301,486 40,149,688
94,397,572 92,789,298
372,510,440 293,767,758
801,896,955 635,329,136
2,525,178,760 2,336,310,164
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CONSOLIDATED INCOME STATEMENT - Year ended 31 December 2008

Notes

Revenue

Operating revenues 18
Less: Operating expenses 19
Gross profit

Profit from investments and deposits 20
Share of (loss) profit from associate companies 7
Other income 21
General and administration expenses 22
Finance costs

Profit before Zakat and tax

Zakat provision 17
Social development tax provision 17
Profit after Zakat and tax

(Profit) loss attributable to minority shareholders
Profit attributable to equity holders of

the parent company

BASIC AND DILUTED EARNINGS PER SHARE 23

2008 USD

653,521,452
(426,551,765)
226,969,687
88,618,244
(1,789,924)
27,429,188
341,227,195

(141,894,623)
(10,871,022)
188,461,550
(11,512,786)
(6,916,635)
170,032,129
(907,083)

169,125,046
0.19

2007 USD

621,102,892
(434,452,484)
186,650,408
104,637,385
1,811,259
7,451,594
300,550,646

(110,005,325)
(3,983,379)
186,561,942
(12,198,000)
(7,269,521)
167,094,421
3,794,502

170,888,923
0.23
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CONSOLIDATED CASH FLOW STATEMENT - Year ended 31 December 2008

Notes

OPERATING ACTIVITIES

Adjustments for:

Depreciation 5
Amortisation 6
Profit on fixed deposits and other investments 20
Share of profits from associated companies 7
Provision for doubtful debts 11
Provision for obsolete and slow moving stock 10
Provision for reduction in value of investments 8
Provision for employees’ end of service benefits 15
Provision for Zakat 17
Social development tax provision 17
Goodwill written off 6
Loss on disposal of intangible assets 6
Formation costs written off 6

(Loss) gain on disposal of property, plant and equipment 5

Inventories (net) 10
Payables (net) 16
Receivables (net) 11
Term Islamic deposits (net) 12
Zakat paid 17
End of service benefit paid 15
Tax paid 17

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Additional investment in associated companies
Additional investments made (net)

Additions to intangible assets

Acquisition of a subsidiary

Profit received from fixed deposits and other investments 20
Dividends received from an associated companies 7
Minority interests

O O N U1 U

FINANCING ACTIVITIES
Islamic finance 14
Dividends paid 13

Net cash used in financing activities

Foreign exchange translation 13
DECREASE IN BANK BALANCES AND CASH

Bank balances and cash at the beginning of the year

BANK BALANCES AND CASH AT THE END OF THE YEAR

2008 USD
170,032,129

86,155,432
25,518,920
(88,618,244)
1,789,924
98,589
156,000
2,303,759
11,512,786
6,916,635

471,333
509,075
216,846,338
(5,874,526)
115,070,748
12,095,565
(36,036,513)
(38,360,988)
(40,672)
(8,498,645)
255,201,307

(238,817,204)

(60,605,000)
115,748,430
(97,963,413)

88,618,244
1,130,928

(191,888,015)

87,170,324
(158,492,028)
(71,321,704)
3,471,401
(4,537,011)
50,280,338

45,743,327

2007 USD
167,094,421

73,989,205
17,233,618
(104,637,385)
(1,811,259)
1,616,554
2,360,000
90,318
2,807,059
12,198,000
7,269,521
1,896,859
2,212,007
1,141,938
(629,005)
182,831,851
22,722,628
74,091,383
(36,288,026)
108,374,659
(16,307,497)
(105,206)
(294,852)
335,024,940

(109,701,174)
742,365
(1,370,000)
(50,329,463)
(247,367,586)
(1,025,299)
100,530,480
798,265
2,550,082
(305,172,330)

205,126,233
(305,104,290)
(99,978,057)
(12,706,635)
(82,832,082)
133,112,420
50,280,338
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A Telecom Group

Sudatel Telecom Group Limited
Notes to the Consolidated Financial Statements - 31 December 2008

1. Activities

Sudatel Telecom Group Limited ("Sudatel" or "the Company>>), previously Sudan Telecommunication
Company Limited, is a public listed Company incorporated in the Republic of Sudan in accordance with
Sudan Commercial Companies law for the year 1925 under commercial registration (CR) number 7484. The
company has its registered office at Sudatel Tower, Building 9/A, Block No. 2, Khartoum West, Khartoum,
Republic of Sudan.

The Company and its subsidiaries (together "the Group") are engaged in the provision of installation,
maintenance, and operation of telecommunication services, infrastructure and the provision of wire and
wireless telecommunication services in Sudan and other African countries.

2. Basis Of Preparation

The consolidated financial statements have been prepared on a historical cost basis except for available
for sale investments that have been measured at fair value, where available. The consolidated financial
statements are presented in US dollars.

Statement of compliance
The consolidated financial statements of Sudatel Telecom Company Limited and all its subsidiaries ("the
Group") have been prepared in accordance with Sudanese Generally Accepted Accounting Principles.

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries
as at 31 December.

Subsidiaries are those entities controlled by the Group. Control exists when the Group has the power,
directly or indirectly to govern the financial and operating policies of an enterprise so as to obtain economic
benefits from its activities. The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control effectively ceases. The financial
statements of the subsidiaries are prepared for the same reporting year as the parent company, using
consistent accounting policies.

The consolidated financial statements incorporate the assets, liabilities and results of the following
subsidiaries at the balance sheet date:

Country of . . .

| Jmslwv|

Provision of installation,
Chinguitel S.A. Mauritania 60% 60% maintenance, and operation of
telecommunication services

Issuing invoices and accounts

- - . - o o
Al Gadida Asima Services Company Limited Sudan 60%  60% receivable collection
. . . Telecommunication engineering and

0, 0,

Sudatel Engineering Services Sudan 100% 100% R e e

Sudanese Internet Company Limited Sudan 100% 100% Internet and data services

Datanet Company Limited Sudan 100% 99% Internet and data services

Monitoring telecommunication

0, 0,

Sudasat Company Sudan 51% 51% through satellite

Expresso Telecom Group Limited UAE 100% -  lnvesting and managing the Group's

international operations
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Minority interests represent the portion of the profit or loss and net assets not held by the Group and are
presented separately in the consolidated income statement and within equity in the consolidated balance
sheet, separately from the parent shareholders’ equity.

3 CHANGE IN ACCOUNTING POLICIES AND ESTIMATES

In order to further enhance the disclosures in the financial statements and to align to leading international
telecommunications accounting practices the Group has changed certain accounting policies and estimates
as more fully explained below:

(i) Change in accounting policies
(a) Property, plant and equipment

Until 2006, the Group had been capitalising all finance costs relating to the murabaha finance obtained
to purchase certain of its equipment. The Group’s accounting policy requires finance costs, except those
directly attributable to the acquistion, construction or production of qualifiying assets which are included in
the cost of the asset, to be recognised in the income statement for the relevant period. Such finance costs
included in the equipment as of 1 January 2007 amounted to USD 16,944,707 of which USD 2,551,950
related to the period prior to this date. Accordingly, the carrying value of the equipment and the retained
earnings as at 1 January 2007 has been reduced by USD 16,944,707 and USD 2,551,950 respectively.
This resulted in the restatement of the opening balance of Islamic Finance as at 1 January 2007 by USD
14,392,757. Also, the above change in accounting policy resulted in recognising finance costs of USD
3,983,379 in the consolidated income statement for the year ended 31 December 2007.

This change in accounting policy resulted in a reduction in the carying values of the property, plant and
equipment and Islamic finance by USD 6,160,366 and USD 2,176,986 respectively as of 31 December 2007,
and resulted in recognition of finance costs of USD 3,983,379 in the consolidated income statement for the
year 2007.

(b) Intangible assets
Goodwill

Goodwill had been recognised initially at cost being the excess of the cost of the business combination over
the Group’s share in the net assets of the subsidiary’s identifiable assets, liabilities, and contingent liabilities
as at the balance sheet date in the year of acquisition. Subsequently, goodwill was remeasured as the
difference between cost and the Group’s share of net assets of the subsidiary at each balance sheet date.

The Group adopted the purchase method for accounting for business combinations and recognised goodwiill
at cost being the excess of the cost of the business combination over the Group’s share in the net fair
value of the acquiree’s identifiable assets, liabilities, and contingent liabilities. Due to losses made by the
subsidiaries, the Group had written off the goodwill balance at 1 January 2007 of USD 1,896,859.

Other intangible assets

Until 2006, the Group had been capitalising formation costs, brand, restructuring costs and goodwill which
were recorded initially at cost and amortised - except for goodwill - on a straight line basis over the
estimated useful lives as follows:



\Y/
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Brand 20 years
Restructuring costs

In addition, handsets and accessories were sold by the Group at a price lower than cost. The difference
between the selling price and the cost of the handsets was recognised initially as customer acquisition costs
under the intangible assets and amortised over a period of five years until 2006.

The Group has changed its accounting policies on recognition and measurement of the above items,
from capitalising and amortising these costs to expensing them as they are incurred. This has resulted in
adjusting the opening retained earnings at 1 January 2007 by USD 66,082,037 and charging an amount of
USD 47,901,674 to the consolidated income statement for 2007.

(c) Investment in associates

Until 2006, the Group’s investments in associates were carried at cost less provision for impairment when
there is significant reduction in the carrying amount of the investment.

The Group applied the equity method of accounting for its investment in associates as of 1 January 2007.
This resulted in an increase in retained earnings as of that date by USD 2,089,056.

(d) Deferred expenses

As at 31 December 2006, the Group had recognised USD 104,496,613, comprising formation costs (USD
1,141,938) and Licence costs (USD 103,354,675). Upon the changes in the Group’s accounting policies at 1
January 2007, the Group transferred the licence costs to intangible assets and wrote-off the formation costs
together with other similar costs against the retained earnings as explained in (note 3 (i) (b) above).

(e) Foreign exchange translation reserve

In the past, the group accounted for all differences arising from exchange rate movements on its foreign
currency denominated balances against the foreign exchange translation reserve in equity. The exchange
loss on foreign currency balances which required recognition in the consolidated income statement for the
year ended 31 December 2007 amounted to USD 3,055,626 and as such, this amount has been restated
by recognising it as an expense in 2007.

(ii) Changes in accounting estimates
(a) Trade and other receivables

Amounts due from other operators of USD 11,953,767 as of 1 January 2007 was written off and adjusted
against the retained earnings as of that date they were deemed uncollectible and pertain to periods prior
to 2006. In addition, following the introduction of wireless mobile services, long outstanding receivables of
USD 40,769,308 on account of old outstanding trade debts for periods prior to 2007 were adjusted against
the opening retained earnings as at 1 January 2007.

Further, advances paid to suppliers and contractors and other receivables have been written of for USD
1,263,909 and USD 446,610 respectively, which pertain to periods prior to 2006 as the company paid these
parties upon receipt of services and goods without adjusting the advances paid.

Other changes in estimates principally related to miscellaneous amounts due from other telecommunication
operators and maintenance costs amounted to USD 1,140,863.
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(if) Changes in accounting estimates (continued)
(a) Trade and other receivables (continued)
(iii) Summary of impact on opening retained earnings

The impact of the changes in accounting policies and estimates following the change in accounting policy
on the Group’s opening retained earnings as of 1 January 2007 is summarised below:

Changes in accounting policies

Write-off of goodwill 1,896,859
Write off of capitalised formation, brand, restructuring and customer acquisition costs 66,082,037
Share of profit from associates (2,089,056)
Finance costs relating to equipment purchased under murabaha 2,551,950
68,441,790
Changes in accounting estimates
Provision for doubtful debts (refer note 11) 52,723,075
Write off advances paid to suppliers and contractors (refer note 11) 1,263,909
Write off other receivables (refer notell) 446,610
Others 1,140,863
124,016,247
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3. CHANGE IN ACCOUNTING POLICIES AND ESTIMATES (continued)

The Group’s reconciliation of equity as at 1 January 2007 is shown below.

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Investment in associates
Non-trading investments
Deferred expenses

Current assets

Non-trading investments
Inventories

Trade and other receivables
Term Islamic deposits

Bank balances and cash

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Share premium

General reserve

Foreign exchange translation reserve
Retained earnings

Proposed dividends

Minority interests

Total equity

Non-current liabilities

Non-current portion of Islamic finance
Employees’ end of service benefits

Current liabilities

Trade payables and accruals
Zakat provision

Current portion of Islamic finance

Total liabilities
Total Equity and Liabilities

Previously reported

531,593,354
303,401,550
10,745,563
415,380,860
104,496,613
1,365,617,940

58,274,696
81,975,932
265,307,984
412,662,877
133,112,420
951,333,909
2,316,951,849

744,929,500
292,601,044
180,993,042
71,622,320
375,785,678
305,104,290
1,971,035,874
2,001,057
1,973,036,931

102,619,224
2,908,457
105,527,681

73,161,140
44,259,185
120,966,912
238,387,237
343,914,918
2,316,951,849

Effect of change
in accounting
policies and
estimates

(16,944,707)
36,517,717
2,089,056
(104,496,613)
(82,834,547)

(55,574,457)
(55,574,457)
(138,409,004)

(124,016,247)

(124,016,247)

(124,016,247)

(14,392,757)

(14,392,757)

(14,392,757)
(138,409,004)

Restated

514,648,647
339,919,267
12,834,619

415,380,860

1,282,783,393

58,274,696
81,975,932
209,733,527
412,662,877
133,112,420
895,759,452
2,178,542,845

744,929,500
292,601,044
180,993,042
71,622,320
251,769,431
305,104,290
1,847,019,627
2,001,057
1,849,020,684

88,226,467
2,908,457
91,134,924

73,161,140
44,259,185
120,966,912
238,387,237
329,522,161
2,178,542,845

3(i) (a) &6
3(i) (b) & 7
3() () & 8

3() (d) & 7

3(ii) (a) & 11

3(i) (a) & 15
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3. CHANGE IN ACCOUNTING POLICIES AND ESTIMATES (continued)

The Group’s reconciliation of equity as at 31 December 2007 is shown below.

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets
Investment in associates
Non-trading investments

Current assets

Non-trading investments

Inventories

Trade and other receivables
Term Islamic deposits
Bank balances and cash

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital
Share premium
General reserve

Foreign exchange translation reserve

Retained earnings

Proposed dividends
Proposed bonus share issue

Minority interests
Total equity

Non-current liabilities
Non current portion of Islamic finance
Employees’ end of service benefits

Current liabilities

Trade payables and accruals

Zakat provision

Current portion of Islamic finance

Total liabilities

Total Equity and Liabilities
|

Previously reported

590,410,396
651,421,671
15,217,613
405,240,685
1,662,290,365

118,654,016
56,940,581
250,542,162
304,288,218
50,280,338
780,705,315
2,442,995,680

744,929,500
292,601,044
289,956,019
55,860,059
108,894,975
148,985,900
148,985,900
1,790,213,397
883,403
1,791,096,800

348,350,379
5,638,307
353,988,686

160,828,772
40,149,688
96,931,734
297,910,194
651,898,880
2,442,995,680

Effect of change
in accounting
policies and
estimates

(23,105,073)
(83,580,443)

(106,685,516)

(106,685,516)

3,055,626
(93,171,398)
(90,115,772)

(90,115,772)

(12,427,308)

(12,427,308)

(4,142,436)
(4,142,436)
(16,569,744)
(106,685,516)

Restated

567,305,323
567,841,228
15,217,613
405,240,685
1,555,604,849

118,654,016
56,940,581
250,542,162
304,288,218
50,280,338
780,705,315
2,336,310,164

744,929,500
292,601,044
289,956,019
58,915,685
15,723,577
148,985,900
148,985,900
1,700,097,625
883,403
1,700,981,028

335,923,071
5,638,307
341,561,378

160,828,772
40,149,688
92,789,298
293,767,758
635,329,136
2,336,310,164

3() (@) & 6
3(i) (b) & 7

33i) (e) & 13

3() (a) & 14

3() (a) & 14
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3. CHANGE IN ACCOUNTING POLICIES AND ESTIMATES (continued)

The Group’s reconciliation of net profit for the year ended 31 December 2007 is shown below.

Effect of change
in accounting

Previously reported | policies and Restated Notes
estimates
uUsb usb uUsbD
Operating revenues 621,102,892 - 621,102,892 -
Less: Operating expenses (386,550,810) (47,901,674) (434,452,484) 3(i) (b) & 19
Gross profit 234,552,082 (47,901,674) 186,650,408
Profit from investments and deposits 104,637,385 - 104,637,385 -
Share of profits from associated companies 1,811,259 - 1,811,259 -
Other income 7,451,594 - 7,451,594 -
348,452,320 (47,901,674) 300,550,646
General and administration expenses (106,949,699) (3,055,626) (110,005,325) 3(i) (e) & 22
Finance costs - (3,983,379) (3,983,379) 3(i) (a)
Consolidated profit before Zakat & tax 241,502,622 (54,940,679) 186,561,942
Zakat provision (12,198,000) - (12,198,000) -
Social development tax provision (7,269,521) - (7,269,521) -
Profit after Zakat and tax 222,035,101 (54,940,679) 167,094,421
Loss attributable to minority shareholders 3,794,502 - 3,794,502

Attributable to equity holders of the
parent company

225,829,603 (54,940,679) 170,888,923

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated depreciation and any impairment in value.
Freehold land and capital work in progress are not depreciated.

Depreciation is calculated on a straight line basis over the estimated useful lives of property, plant and
equipment. The estimated useful lives are as follows:

Network equipment and cables 25 years
Earth station 10 years
Furniture and computers 10 years

Depreciation methods, useful lives and residual values, are reassessed and adjusted, if appropriate, at each
balance sheet date.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted
for separately is capitalised and the carrying amount of the component that is replaced is written off. Other
subsequent expenditure is capitalised only when it increases the future economic benefits of the related
item of property, plant and equipment. All other expenditure is recognised in the consolidated income
statement as the expense is incurred.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes
in circumstances indicate the carrying value may not be recoverable. If any such indication exists and
where the carrying values exceed the estimated recoverable amount, the assets are written down to their
recoverable amount, being the higher of their fair value less costs to sell and their value in use.

Contracted repairs and major maintenance
All major maintenance and repair costs are expensed as incurred, as the pattern of major maintenance is
regular and evenly spread over the year.

Borrowing costs

Borrowing costs comprising fees and profit directly attributable to the acquisition, construction or production
of qualifying assets, which necessarily take a substantial period of time to get ready for their intended use,
are included in the cost of those assets, until such time the assets are substantially ready for their intended
use. Profit earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

Business combinations and goodwill
Business combinations are accounted for using the purchase method.

Goodwill is initially measured at cost being the excess of the cost of the business combination over the
Group’s share in the net fair value of the acquiree’s identifiable assets, liabilities, and contingent liabilities.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash generating units that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cash generating unit and part of the operation within that unit is disposed of,
the goodwill associated with the operation disposed of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is
measured based on the relative values of the operation disposed of and the portion of the cash-generating
unit retained.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses. Internally generated intangible assets are not capitalised and expenditure is reflected in
the consolidated income statement in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite.



\Y/
S

. AN
sudatel Jiloguw

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Intangible assets (continued)

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life is reviewed at least at each financial year
end. Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset is accounted for by changing the amortisation period or method, as appropriate, and
treated as changes in accounting estimates. The amortisation expense on intangible assets with finite lives
is recognised in the income statement in the expense category consistent with the function of the intangible
asset, in the operating expenses for software, licenses and car ownership scheme.

The licenses have been granted for a period of 15 to 20 years by the relevant government agency with the
option of renewal at the end of this period.

The useful lives estimated by the management for the amortisation of intangible assets are as follows:

Staff car scheme 5 years

Investment in associates

The Group’s investment in associates is accounted for using the equity method of accounting. An associate
is an entity in which the Group has significant influence and which is neither a subsidiary nor a joint
venture.

Under the equity method, the investment in the associates is reflected in the balance sheet at cost plus post
acquisition changes in the Group’s share of net assets of the associate. Goodwill relating to an associate
is included in the carrying amount of the investment and is not amortised. The income statement reflects
the share of the results of operations of the associate. Where there has been a change recognised directly
in the equity of the associate, the Group recognises its share of any changes and discloses this when
applicable, in the consolidated statement of changes in equity. Profits and losses resulting from transactions
between the Group and the associates are eliminated to the extent of the interest in the associate.

The financial statements of the associates are prepared for the same accounting period as the parent
company. Where necessary, adjustments are made to bring the accounting policies in line with those of the
Group.

Investments are initially recognised at cost being the fair value of the consideration paid including
the transaction charges associated with the investment. The Group determines the classification of its
investments on initial recognition.

Held to maturity investments

Held to maturity investments are financial assets with fixed or determinable payments and fixed maturity
which the Group has the positive intention and the ability to hold to maturity. After initial recognition,
these investments are measured at amortised cost using effective rate method. Any gain or loss on such
investments is recognised in the consolidated income statement when the investment is derecognised or
impaired, as appropriate.

Available for sale investments

Available for sale investments are financial investments that are not classified as held to maturity
investments.

Investments designated as available-for-sale investments are initially recorded at the fair value of
consideration given and subsequently measured at fair value, unless this cannot be reliably measured.
Changes in fair value are reported as a separate component of equity. Upon impairment any loss, or upon
derecognition any gain or loss, previously reported as “cumulative changes in fair value” within equity is
included in the consolidated income statement for the year.
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4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories

Inventories comprising handsets held for sale are stated at the lower of cost and net realisable value. Spare
parts and other inventories are stated at cost. Cost is determined on a weighted average basis and includes
expenditure incurred in bringing each product to its present location and condition.

Net realisable value is based on estimated selling price, less any further costs expected to be incurred on
completion and disposal.

Accounts receivable

Accounts receivable are stated at original invoice amount less a provision for impairment. A provision for
impairment is made when there is an objective evidence (such as the probability of insolvency or significant
financial difficulties of the debtor) that the Group will not be able to collect all of the amounts due under
the original terms of the invoice. The carrying amounts of the receivable are reduced through use of an
allowance account. Impaired receivables are derecognised when they are assessed as uncollectible.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise of cash
in hand, bank balances, deposits held at call with banks and other short-term deposits with an original
maturity of three months or less.

Impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date to determine whether there is an objective evidence
that a specific financial asset may be impaired. If such evidence exists, an impairment loss is recognised in
the consolidated income statement.

Impairment is determined as follows:

(a) For assets carried at fair value, impairment is the difference between cost and fair value, less any
impairment loss previously recognised in the consolidated income statement.

(b) For assets carried at cost, impairment is the difference between carrying value and the present value
of future cash flows discounted at the current market rate of return for a similar financial asset.

(c) For assets carried at amortised cost, impairment is the difference between carrying amount and the
present value of future cash flows discounted at the original effective profit rate.

Impairment of non - financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired.
If any such indication exists, or when annual impairment testing for an asset is required, the Group
estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit’s fair value less costs to sell and its value in use and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely independent of those from other assets
or groups of assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. In determining fair value
less costs to sell, an appropriate valuation model is used. These calculations are corroborated by valuation
multiples, quoted share prices for publicly traded subsidiaries or other available fair value indicators.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment of non - financial assets (continued)

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist or may have decreased. If
such indication exists, the Company makes an estimate of recoverable amount. A previously recognised
impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognised. If that is the case, the carrying amount
of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying
amount that would have been determined, net of amortisation, had no impairment loss been recognised
for the asset in prior years. Such reversal is recognised in the income statement unless the asset is carried
at revalued amount, in which case the reversal is treated as a revaluation increase.

Term loans

Term loans are carried on the balance sheet at their principal amounts and related finance charges accrued
till balance sheet date. Instalments including unpaid finance charges due within one year are shown under
current liabilities.

Derecognition of financial assets and liabilities
Financial assets

A financial asset (or, where applicable a part of a financial asset or a part of a group of similar financial
assets) is derecognised when:

- the rights to receive cash flow from the asset have expired;

- the Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay
them in full without material delay to a third party under a ‘pass through’ arrangement; or

- the Group has transferred its rights to receive cash flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.

Employee benefits

The Company provides end of service benefits to its employees in accordance with the requirements of the
Labour Act 1997. The entitlement to these benefits is usually based upon the employees’ length of service
and the completion of @ minimum service period. The expected costs of these benefits are accrued over the
period of employment. The Company also makes monthly payments based on percentage of the salaries
to the Social Insurance Fund according to the requirements of Social Insurance Act 1990.

Accounts payable and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed
by the supplier or not.

Provisions

Provisions are recognised when the Group has an obligation (legal or constructive) arising from a past
event, and the costs to settle the obligation are both probable and able to be reliably measured.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue represents the value of fixed or determinable consideration that has been received or is receivable
and includes revenue from revenue sharing arrangements entered into with national and international
telecommunication operators in respect of traffic exchanged.

Revenue from rendering of services
Revenue from rendering of services represents the value of telecommunication services provided to
customers. Revenue is recognised over the period to which it relates.

Revenue from postpaid services

Revenue for services rendered is stated at the amount invoiced to customers. Fees for installation and
activation are recognised as revenue upon activation. All installation and activation costs are expensed
as incurred. Monthly service revenue received from the customer is recognised in the period in which the
service is delivered. Airtime revenue is recognised on a usage basis.

Revenue from prepaid services:

Deferred revenue related to the unused airtime is recognised when utilised by the customer. Revenues from
data services and information provision is recognised when the Group has performed the related service
and, depending on the nature of the service, is recognised at the gross amount billed to the customer.

Other income

Sale of equipment:
Revenue from sales of equipment including handsets is recognised when the significant risks and rewards
of ownership of the goods are passed to the buyer and the amount of revenue can be measured reliably.

Profit from investments and deposits
Profit from investments and deposits is recognised in the consolidated income statement based on profit
rates declared at maturity dates, or accrued if profit can be reliably estimated.

Dividend income
Dividend income is recognised when the right to receive the dividend is established.

Foreign currency translation

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional currency’).
The consolidated financial statements of the Group are presented in US dollars, which is the Group’s
presentational currency.

Transactions in foreign currencies are recorded in the functional currency at the rate of exchange prevailing
on the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated
into the functional currency at the rate of exchange ruling at the balance sheet date. Any resulting exchange
differences are included in the income statement. Non-monetary assets and liabilities that are measured at
historical cost in a foreign currency are translated into the functional currency using the rate of exchange at the
date of the initial transaction. Non-monetary assets and liabilities measured at fair value in a foreign currency
are translated into the functional currency using the rate of exchange at the date the fair value was determined.
Any exchange component of a gain or loss on a non monetary item is recognised directly in equity if the gain or
loss on the non-monetary item is recognised directly in equity. Any exchange component of a gain or loss on a
non-monetary item is recognised directly in the income statement if the gain or loss on the non-monetary item
is recognised in the income statement.

In the consolidated financial statements, the assets, including related goodwill where applicable, and liabilities
of subsidiaries, joint ventures and associates whose functional currency is not US dollars, are translated into the
Group’s presentation currency at the rate of exchange ruling at the balance sheet date. The profits and losses
of subsidiaries and associates whose functional currency is not US dollars are translated into US dollars at the
average rates of exchange for the reporting period.

I
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency translation (continued)

Exchange differences arising from the retranslation of opening foreign currency net investments, and
exchange differences arising from retranslation of the result for the reporting period from the average
rate to the exchange rate prevailing at the period end, are recognised in equity in the ‘foreign exchange
translation reserve’. Exchange differences on a monetary item that is part of a net investment in a foreign
operation are recognised in the foreign exchange translation reserve in shareholders’ equity. On disposal
of a foreign operation, exchange differences relating thereto and previously recognised in reserves are
recognised in the income statement.

Fair values

For investments traded in active markets, fair value is determined by reference to bid prices quoted in such
markets.

For unquoted equity investments, fair value is determined by reference to the market value of a similar
investment or is based on the expected discounted cash flows.

The fair values of profit bearing items is estimated based on the discounted cash flows using profit rates for
items with similar terms and risk characteristics.

Taxation and Zakat

The Company is exempted from business profit tax till February 2009 and till 2011 for business profit from
Sudani. However the Company is subject to social development tax which is provided in accordance with
the Chamber of Taxation fiscal regulations.

Zakat is provided in accordance with the laws and regulation of Chamber of Taxation.
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6. INTANGIBLE ASSETS

Goodwill Software costs License costs Staff - car scheme *

UsD usD uUsD usD

At 1 January 2008 1,009,849 5,699,068 573,371,392 12,721,480 592,801,789
Additions 17,512,000 4,159,707 26,084,756 76,950 47,833,413
Additions in relation to the acquisition of a subsidiary 0 0 50,130,000 0 50,130,000
Disposals 0 0 0 (666,049) (666,049)
Balance at 31 December 2008 18,521,849 9,858,775 649,586,148 12,132,381 690,099,153
At 1 January 2008 0 1,273,340 20,116,215 3,571,006 24,960,561
Charge for the year 0 1,393,277 21,705,940 2,419,703 25,518,920
Relating to disposals 0 0 0 (194,716) (194,716)
Balance at 31 December 2008 0 2,666,617 41,822,155 5,795,993 50,284,765
At 31 December 2008 18,521,849 7,192,158 607,763,993 6,336,388 639,814,388

* Under the staff car scheme, the Company>s employees are entitled to acquire cars at 50% of the prevailing
purchase price and the balance is borne by the Company. This Company>s share is amortised over a period
of five years being the expected life of the car. In the event of an employee leaving employment, the
employee settles the remaining outstanding balance as of the date of leaving.

Amortisation charges are included under operating expenses (note 19).
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Sudatel Telecom Group Limited
Notes to the Consolidated Financial Statements - 31 December 2008

7. INVESTMENT IN ASSOCIATES

The consolidated financial statements incorporate the share of net assets of the following associates at the
balance sheet date:





