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INDEPENDENT ACCOUNTANTS REVIEW REPORT January 21, 2013

To the Shareholders of Etihad Atheeb Telecommunication Company
(A Saudi Joint Stock Company)

Scope of review

We have reviewad the accompanying balance sheet of Etihad Atheeb Telecommunication Company (A Saudi
Joint Stock Company) (the "*Company”) as of December 31, 2012 and the related statements of income for the
three-month and the nine-month periods ended December 31, 2012 and the statement of cash flows and
changes in shareholders' equity for the nine-month period ended December 31, 2012 and the releted notes
which form an integral part of these interim financial stalements. These interim financial statements are the
responsibility of the Company's management.

We conducted our review In accordance with the standard of review of interim financial reporting issued by the
Saudl Organization for Certified Public Accountants, A review consists principally of applying analytical
procedures to financial dala and information and making inquiries of persons responsible for financlal and
accounting matters. The scope of the review is substantially Jess than an audit conducted in accordance with
generally accepted auditing standards in Kingdom of Saudi Arabia, the objective of which is the expression of
an opinion on the financial statements taken as a whole. Accordingly, we do not express such an opinion,

Result of review

Based on our review, we are not aware of any material modifications that should be made to the
accompanying interim financial stalements of the Company for them to be In conformity with accounting
principles generally accepted in Saudi Arabla appropriate to the circumstances of the Company.
Emphasis of matter

We draw atlention to Note 1 fo the interim financial statements. The Company incurred a net loss for the
period ended December 31, 2012, its current llabillties exceeded its current assets and i has accumulated
losses as of that date. The Company believes that it will be able to continue to secure funding to meet its
chiigations in the normal course of operations. Accordingly, the accompanying interim financial statements
have been prepared under the going concem basis.
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ETIHAD ATHEER TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Balance sheet as of December 31, 2012 (Unaudited)

(Al amounts in Seudi Riyvals thousands unless otherwise staied)

ASSETS Mol

CURRENT ASSETS

Cash and bank balances

Inventones

Trade receivablas, nel

Frepayments and olher current assets
TOTAL CURRENT ASSETS

NOMN CURRENT ASSETS
Froperty &nd equipment
Intangible asseis, nel 5]
TOTAL NOMN CURRENT ASSETS

A

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

Accrued expenses, rade and other payables

Intarim funding by Founding Shareholders

Deferred revenue 3]
Tawarooq Islamic financing - curren| portion T
TOTAL CURRENT LIABILITIES

NON CURRENT LIABILITES

Tawaroog Islamic financing 7
Long lerm accounis payable

Employess’ terminalicn benefits

TOTAL NON CURRENT LIABILITIES

TOTAL LIABILITIES

SHAREHOLDERS EQUITY

Share capital 1
Accumulaled loszes 1

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The attached noles 1 1o 13 form an inlegral parl of these interim financial stalements

December 31, December 31,
2012 20141
(unaudited) {unaudited)

139,936 22,442
B,978 7.915
20,828 32.967
45282 55182
_ 213,064 116,506
1,057,695 1,187,340
458,703 483,564
_1.516,398 1,680,904
1,725,462 1,799,410
441,408 425,450
- 119,800
68,048 58,452
Hg0es = 793,137
540,822 1384838
201,943 281 658
449,868 49 888
...55802 00 5350

257,313 336876

_ 797,835 1,731,816 _
1,575,000 400,000
(643,373) (332 405)
831,627 67,595
1,729,462 1,799,410
=



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Statement of income

For the three-month and the nine-month periods ended December 31, 2012 (Unaudited)
(&l arnounts in Saud Riyals thousands unless othenwiss stated)

Three-months ended MWine-months ended
_ December 31 December 31,
2012 2011 2012 2011

Mole  {unaudited) (unaudited) (unaudited) (unaudited)

Revenue from senvices g 69,645 61,319 208,058 179,980
Cosl of services |56,965) (48.728) _ (169,852)  (163443)
GROSS PROFIT 12,680 12,583 35407 18,537

OPERATING EXPENSES

Employes costs (13.275) {13,369 i42,160) (26,853
Seling and marketing expenses (9,817} (9,244} {28,439) {27,381)
Depreciakion and amorizalion (57,870} (51, 70G) {171,676} (164 5854}
General and administralion expenses {14,185} (12,318) [32,150) (39,313)
TOTAL OPERATING EXPENSES (25,147) 86,638)  (274.4235)  (257.881)
LOSS FROM OFERATIONS (82 487 {74,045) {238,018) (241,354)
Settlement with a vendor 10 - 287 856 - 287,855
Dther income 130 . 2,112 -
Financial charges 12,072) (7,B51) 16,830) (24,736)
MNET {LOSS) INCOME FOR THE

FERIOD [84,409) 205,960 (242,738) 21,766

Weighted average number of shares
ithousands) 1.9 157,500 62,650 157,500 G52.596

Loss {income) per share
Altribulable 1o loss from oparalions | {0.52) (1.18) {1.51}) {3.86)

Alinbulable to nel (loss) income for he
perigd & [0.54) 3.29 (1.54) 035

The attached noles 1 to 13 form an integral part of these interim financial slaiemenis



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(& Saudi Joint Stock Company)

Statement of cash flows

Far the nine-month pericd ended December 31, 2012 (Unaudited)
(Al amounts in Saudi Riyals thousands unless oltherwise slaled)

December 31,

December 31,

2012 2011
(unaudited) (unaudited)
OPERATING ACTIVITIES
Met (loss) mcome for the penod (242,7386) 21,766
Adustment far
Selllement with a vendor - {287 B56)
Cepreciation and amortzaticn 171,676 164 564
Provigion for employees' termination benefits 1,785 1,598
Provision for slow moving inventories 1 IR,
Operating cash flow before changes in operaling sssels and habilities (66,048) (99,928)
Changes in cperating assets and liabilities:
Inventories (2,929} 2,531
Trade receivables (1,202) (11,775
Prepayments and other current assals §,96E 431
Accrued expenses, trade and olher payables {11,188} (55,501}
Defarred revenues 15,461 (7,174}
Employees' termination benefits pad {1,038) (1013}
Net cash used in operating activities (60,979) (172,429)
INVESTING ACTIVITIES
Purchase of property and equipment {28,338) (6,811)
Purchase of inlangible assels {14) -
Proceeds from sale of propedy and equipment 32 -
Met cash used in investing activities {29,321) {6.811)
FINANCING ACTIVITIES
Fraceeds from Righis |ssus 1,475,000 z
FPayment against Interim funding by founding shareholders (119,900 119,800
Froceeds from tawarooq Istamic financing - 18,795
Paymenl against lawaroog Islamic financing B (841,784) (125,000}
Net cash generated from financing activities 213,316 14 695
INCREAZE (DECREASE) I[N CASH AND BANK BALANMCES DURING
THE PERIOD 123,016 {164 545)
Cash and bank balances at the beginning of the period 16980 18B5.BET
CASH AND BANK BALANCES AT THE END OF THE PERICD 139,996 22,442
SIGNIFICANT MON-CASH TRANSACTIONS:
Purchase of property and equipment - (364 368)
The altached noles 710 13 form an inlegral part of these financial stalements
-
o



ETIHAD ATHEEE TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Statement of changes in shareholders' equity

For the peried ended December 31, 2012 and 2011 (Unaudited)
(&1 amounts in Saudi Riyvals thousands unless otherwise staled)

Accumulated

Share capital losses _Total
{unaudited) (umaudited) (unaudited)
Balance al March 31, 2011 1,000,000 (B54,171) 45 829
Reduclion of share capital o absorb losses (Mate 1) (600,000} G00,000 -
Nel income for Ihe nine-month peried ended
December 31, 2011 21,768 21768
Balance al Cecember 31, 2011 400 000 (332.408) 67.585
Balance al March 31, 2012 400,000 (400,837) {837
Capitel Increased (Mole 1) 1,175,000 - 1,175.000
Met loss for the ning-maonth penod ended
December 31, 2012 (242 738) _ {242,738)
Balance at December 31, 2012 1,575,000 (643,373) 931,627
The allached noles 110 13 forrn 2n integral part of these inlerim financial slatements
..-—'\—"_”::‘



ETIHAD ATHEEE TELECOMMUNICATION COMPANY

{A Saudi Joint Stock Company)

Notes ta the interim financial statemants

For the three-month and the nine-month periods ended December 31, 2012 (Unaudited)
(All amounts in Saudi Riyals thousands unless otherwise slated)

General information

Etihad Atheeb Telecommunicalion Company {the “Company” er “GO7), is a Saudi Joint Stock Company
registered in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273 izsued in Riyadh
on 30 Satar 1430H (corresponding o February 25, 2009). The regislered address of the Company is P.0. Box
25039 Rivadh 11351 Kingdom of Saudi Arabia

Fursuam 1o the Ministerial Resolulion No 47 dated 18 Safar 1425H {February 25, 2008) which was approved
by the issuence of Royal Decres No M/ dated13 Safar 1428H (February 26, 2008), the Company was
granted a fixed-line lelecommunication license and the used-frequency spectrum to provide fixed telephone
services in the Kingdom of Saudi Arabia for a period of 25 years (starting on Apnl 1, 2009 and ending on
March 31, 2034)

The Company provides various fixed line and wireless services such as voice, dats services, broadband
internet services, internet telephony services, intermational paleway, and fixed telephone lines to individualg,
homes and businesses via Worldwide Interaperability for Microwave Access ("WiMAX") technology as access
lechnology The Company commenced commercial operations from January 1, 2010,

Al dale of incorporation, the Company's authorized and paid share cagital amounted o Saudi Rivals 1 billion
consisting of 100 million shares (Saudi Riyals 10 par valua per share).

On August 08, 2011 the extrs ordinary general assembly approved reducing the Company's share capilal from
Saud) Riyals 1 billion to Saudi Riyals 400 million, by transferring Saudi Riyals 600 millien from share capital lo
the accumuiated loszas

Cn January 14, 2012 the extra ordinary general assembly approved increasing the Company's share capilal
from Saudi Riyals 400 milion by Saudi Riyals 1,175 million o become Saudi Riyals 1,675 million, through a
rights issue. The last day lo exercise the rights was March 31, 2012, Accordingly, the Company's authorized
and paid share capital, after the reduction and rights issue, is Saudi Riyals 1,575,000,000 consisting of
1567 800,000 shares (Saudi Riyals 10 par value per share) with an adjustmen! factor of 1 58,

The Company incurred an operating loss of Saudi Riyals 202 million during the year ended March 31, 2012, In
order o lund ongeing operations, the extracrdinary general assembly meeling, held on Januvary 14, 2012,
approved a righls issue of 1,175 million In the quarter ended March 31, 2012, The Company shares have
slarted trading on lhe Saudi Steck Exchange [ Tadawul’) from 16 Jamad Awal 1433H {correspanding fo
April 8, 2012)

Further, the Company incurred a nel loss for the penod ended December 2012, s current liabilities exceeded
s current assels and i has accumulated losses as of (hat date. These conditions indicate that the Company's
ability to meet (ts obligations as ihey become due and 1o continug as a going concern depends upon the
Company's ability to arrange adequale funds in & timely manner The Company believes that | will be
successtul In ils efforts 1o secure funding o meel its obligations in the normal course of iis operalions

Accordingly, the accompanying inlerim financial statements have been prepared under the going concern
basis,

The accompanying interdm financial staterments werg approved for issue by lhe Board of Directors on
January 21, 2013,

Basis of preparation

The accounting policies adopted in the preparation of lhe interim financial stalements, summarized below, are
consislant with those followed in the preparation of the Company's annual audited financial stalements far the
year ended March 31, 2012

a)  Statement of compliance

The inlenm financial slaterments have been prepared in accordance with accounting slandards issued by the
Saudi Organization for Cenlified Public Accountants ["SOCPA™).

b) Basis of measurement

These inlerm financial statements have been prepered on a hislorical cost basis vaing the acorual bass of
accouning The Company's interim results may not be indicative of its annual resulis



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Motes 1o the Interim financial statements .
For the three-manth and the nine-month periods ended December 31, 2012 (Unaudited)

(Al amounts in Saudi Riyals thausands unless othenwse siated)

¢} Functional and presentation currency

These inlcrm financial statements are presented in Saudi Rivals which is the funclional currency of the
Company

Significant accounting policies
a. Use of estimates

The preparation of interim financial ststements in conformity with accounting standards penerally accepled in
Saud Arabia reguires management lo make judgments, estimates and assumpligns 1hat aflect the application
of palicies and reported amounts of assets, liabilities, Income and expenses and the disclosure of contingent
liabiities Uncerainty aboul these assumplions and estimates could result in cutcomes (hal require & material
adjusimen to the carrying amounl of the assel or liability in fulure periods

Estimates and underlying assumplions are reviewsd an an ongoing basis. Revisions to accounting estimales
are recognized in the perod in which the estimates ara revised and in fulure penods affected

b,  Accounts receivable

Accounts receivable are staled a1 oniginal invoice amount Jess pravision for any uncolleclible amounts An
eslimate for doubtiul debls Is made when collection of the full amount is no longer probable. Bad debts
provision is written-off as incurred

c. Provision for doubtful debts

The Company reviews ds accounts receivable for the purpose of crealing reguired provisions against doubtiul
debts When creating provisions, consideration is given to the type of services rendered (data, voice sernices,
etc), age of the receivable and the general economic siuation

d. Intangible assets

Intangible 2ssets represent secured date communicalion license and olher costs incurrad by the Cempany
upon incorporation. Licanse fees are inilially capitalized and subseguenlly amorized on a straight-line basis
over 23 years. which 15 the regulatory life of the licenses, starting on April 1, 2008 and ending on March 31,
2034 Other Intangibles are amortized over Lhe estimated useful lives,

The amorizalion is charged to the slatemeni of income. Capitalized license fess are reviewed at each
financial period end to determine if thera is any impairment in their values. In case inpairment is identified, it is
recorded in the slalement of income

& Property and equipment

Froperty and equipment, sxcepl land and capital work in progress, are staled st cosl less accumulated
depreciation and any impairment in value. Land and capital work in progress are stated at cost Routine repair
and maintenance cosis are expensed as incurred The cost less estimaled residual value of propertly and
equipment is deprecialed on a straight-ling basis over the foliowing eslimaied useful lives

Life {Years)
Buildings and cwil works F-20
Meteork infrastructure 4.7
Metwaork capacity 15
Infarmation Technology (11T ) Equipment 5
Facilites and support 510

Majar renewals and improvemenls are capialized if they increase the produchvily or Lhe operating useful life
of Ine assels Gan or logs on disposal of property and equipment represent the difference betwesn the sale
proceeds and Ihe carrying amount of these assels and is recognized in the statement of income,



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the interim financial statements

Faor the threg-month and the nine-month periods ended December 31, 2012 (Unaudited)
(Al amounts in Saudi Rivals lhousands unless otherwise stated)

f. Impairment of assets

Financial assels, property and equipment and other non-current assels are reviewed for impairmen! losses
whenever events or changes in circumslances indicale thal the carrying amount may nol be recoverable. &n
impairment loss, if any, is recognized for the amount by which the carrying amount of the assel excesds ils
recoverable amount,

g. Accounts payable and accruals

Lizbililies are recognized for amounis to be paid in the future for goods or services received, whether billed by
the supplier or not

h.  Provision for employess' termination benefits

The provision lor employees' termination benefits calculated in accordance with the Saudi Arablan Labar Law
are accrued and charged lo Lhe statement of income

1.  Foreign currency translation

Transactens dencminated in foreign currencies are recorded and translated inte Saudi Riyals 2t the rates of
exchange prevailing al the dale of the transaclion, Al balance sheet dats, monelary gssets and liabilities
denominated in forelgn currencies are franslated to Saudi Riyals al exchange rales prevailing on thal date.
Gains and losses ansing on translation are recogrized in the statement of incorne.

j- Contingent liabilities

A coringent liability 1s 2 possible ohiigation which may arise from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or maore uncertain future events not whally within
the conlrof of the Company, or a present abligation that arises from past events bul |s not recognized because
It Is not prabable thal an outflow of resources embodying economic benefits will be reguired fo settle the
obligation, or the amount of the obligation cannot be measured with sufficient reliability,

k. Government charges

Government charges represent fess and charges as stipulaled in licensa sgreements and paid againsl the
night of use of telecommunicalions services in the Kingdom of Saudi Arabia including frequency fees, These
fees are recorded as operating expenses in the related periods during which they are used and are charged 1o
the statement of Incame.

k Zakat and income tax

Zakal and Income tax are provided for in accordance with Saudi Arabian financial regulations The liability 13
charged i he statement of changes in shareholders' equity

m. Statutory reserve

As required by Saudi Arabian Regulations for Companies, 10% of the net income for the year (after deducting
losses, zakat and income tax) should be transferred lo the statulory reserve. The Company may resolve lo
digcontinue such transfers when the reserve totals 50% of the share capital. The reserve is nol currenily
avallable for distribulion

n. DOperating leases

Lease of proparty and equipmen! under which all the risks and benefils of ownership are effectively relained
by Ihe lesser are classified as operaling leasses Payments made under operaling leases are charged to {he
stalement of ncome on a straight-line basis over the penod of the lease

o. Interconnection cost (only applicable for voice service)
Interconneclion cost represents connection charges |o nalional and inlemational telecommunication nelworks.

Interconnection cosls are recorded in the period when relevan! calls are made and are charged o the
stalemenl of Income.



ETIHAD ATHEEE TELECOMMUMNICATION COMPANY

(& Saudi Joint Stock Company)

Motes to the interim financial statements

For the three-month and the nine-month pericds ended December 31, 2012 (Unaudited)
(Al amounts in Saudi Riyals thousands unless otherwise staled)

p. Revenue recognition

Fevenue represents the value of fixed or delermingble considerations that are receivable and includes
revenue from sharing arrangements entered into with national and internabional telecommunication oparslors
in respecl of traffic (dala and voice) exchanoed, Revenue for services rendered is recognized at amounis
invoiced 0 cusfomers Fees for inslallation apd activelion are recognized as revenue upen aclivalion
Installation and activalion costs are expansed ag incurred.

Service revenue recewved from the customer is recognized in the pericd n which Lhe sepvice s delivered,
funime revenue is recognized on & usage basis. Deferred revenue related o unused aitime 15 recognized
when utilized by the cuslomer or on 2 lime proportion basis over the validity period. Upon termination of the
customer contract, all deferred revenue for unused aiime is recognized in the stalemenl of income. Revenus
from dala services is recognized when the Company has performed the related service and, depending on the
nalure of the service, 18 recognized either at the gross amount billed to the customer or the amounl receivabla
by the Company as commission for facilifating the service Revenuz from sale of WIMAX Cuslomer Premises
Equipment ((CPE") and Dongles (Le. & broadband wireless adapler) are recogrized when the WiMAX CPE
and Dongles {"WiMAX modems") are delivered to subscribers and customers. Charges billed in advance are
deferred and recognized over the contracted period of service.

. Expanses

Cost ol service comprises expenses incurred on operalions and maintenance of the network, including leased
andior purchased capacity, Inventory consumption and installation and interconneclion charges. Selling and
marketing expenses are those, which specifically relate 1o selling and marketing of 1he Company's products,
and include costs relating mainly lo commissions and adventising as well as provision for doubtful debls, Al
other expanses are classified as general and administrative expenses.

r Inventory

Inventory comprises WIMAX modems, pre-paid cards, scralch cards and other telecommunication equipment.
inventories are slaled at the lower of cost or nel realizable value. Mel realizable value represenls the
difference between eshimated selling price in the ordinary course of business and all NECESSary expenses
sxpecied lo be ncurred in selling the inventory, Cosl is determined on a weighled average basis

% Borrowing costs

Borrgwing costs thal are direclly altnbulable lo the construction of an asset are capitahized up lo the stage
when subslantially all the activities necessary lo prepare lhe gualifying assel for its intended use are
completed and, thereafler, such costs are charged to the statement of income.



ETIHAD ATHEEB TELECOMAMUNICATION CORPANY

(A Saudi Joint Stock Company)

Motes to the interim financial statements

ror the three-month and the nine-month periods ended December 31, 2012 (Unaudited)
(Al amounts in Saudi Riyals thousands unless othernvise stated)

Property and equipmant
Land and Hetwork Netvark Facilities, Wark In 2012 2011

__ buildings _infrastructure  capacity  support&IT _progress Jowdl, o Towdl
Cosl:
March 31 balance 77547 1,238,271 148,760 26,253 115,877 1,604,808 1.574 496
Adiitions during the period B0 11,253 - 1,542 16,478 29,339 44 443
Transfers during the perod - 25,454 8,500 - (37,954) - -
Disposats (B4) . (B4) E
Adjustment e e e T i - = (37,832)
December 31 balance 77.607 1,278,984 155,260 27.731 94,501 1,634,083 1,581,307
Accumulated depreciation:
March 31 balance 6,424 A8E, 060 20,445 8,506 - 423435 238,085
Charge for the period 2261 138786 B,552 3,248 i 152,985 150,861
Disposals {32) - {32) -
Adjustment e — = = F oo el 0 (4.989) _
December 31 balance __ 8g85 526846 29037 11,820 - 578388 383967
Het book values 68,922 752,138 126,223 15911 E,fvﬂ‘l 1,057 685 1,197,340

Metwork capacity represents indefeasible right to use ("IRUT) acquired on a Fibre Optic cable network for ?ﬂca! mina connectivity for a period of
fiffeen years connecting the Company’s headguarters in Riyadh, replacing capacity lease charges costs otherwise incurred,

\__(;______‘, 10



ETIHAD ATHEEB TELECOMmUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the Interim financial statements

For the three-month and the nine-month periods ended December 31, 2012 (Unaudited)
{Alt amounts in Saudi Riyals lhousends unless atherwise stated)

Intangible assets, net

Az of December 31: 2012 2011

Cost:

Ligense fees paid 1o Communication & Informeation Technology Commission

{"CITCH E27,964 B27 904

Ottt . 24,5610 24510
562,474 552414

Amortizalion:

March 31 balance (745,080) {50,158}

Charge for the period . {1B,891) {18,692)

December 31 balance _ (e3771) _ (B8,B50)
458,703 483 564

Licenrse feas are amortized on a straight-line basis over 26 years, which s the regulatory life of the license.

Deferrcd rovenuc

These represent amounis billed In advance to customers and will be recognized as revenue over the service
prariod.

Tawaroeq lslamic fincneing

This comprises lslamic mode of finencing from a local bank (the "Bank™) to mest caplial and operaling
expendilura of the company. The Islamic financing involves the sale and purchese of commodities with the
Bank as per standard mutually agread terme.

The financing balance as of December 31 was as follows:

w2 20
Current porlion 31,068 783,137
Mon-current portion 201,843 281,058
233,011 1,074,785

The non-current portion amounting lo Saudi Riyals 202 milion will be settled In lwenly six quartedy
instaliments starting from January 2014 and ending on April 2020,

Revenue from services

Revenue recognized is in respect of broadband and voice services provided to subscribers during the perloed
and lermination revenue billed to othar telecommunication cperators for the period ended Decamber 31, 2012,

Ircome (loss) per share

Income (loss) per share for the three month and nine-month periods ended December 31, 2012 and 2011 |s

calculated by dividing the Income {less) for the pericd by the ordinary [ssued and oulstanding shares at the
period and.

The Income (loss) per share for the comparative perlod has bean edjusted to refiect the effect of reduction of
share capital and rights issua retroactively (see MNote 1). The oulstanding numbers of shares as of
December 31, 2011 were 40,000,000 shares before adjusiment of rights Issue. After using mulliple of an

adjusiment faclor of 1.56, to adjust it for the rights issus, the restated weighted average number of shares is
52,596,154,
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ETIHAD ATHEEE TELECOMMUNICATION COMPANY

A Saudi Jolnt Stock Company)

Notes to the interim financial statements

For the three-month and the nine-month perods ended December 31, 2012 (Unaudited)
(All amounts in Saudi Riyals thousands unless ctherwise stated)

Settlament with & vendor

In December 2011, the Company reeched and signed a full and final seillement with a vendor on the
performance of supplied assets, which resulted in extinguishment of related payables. The amounts in the
interim statemeni of lncorme are disclosed net of relaled expanszes for the period ended December 31, 2011
(tor the pericd ended Cecember 31, 2012: Nil},

Commitments and contingencies

a) Major capital commitmenta

The company had commitments resulting from major contracts which were entered into and not yet executed
at the balance sheel dale amounting approximately 1o Seudl Riyals 65 million (December 31, 2011; Saudi
Riyals 85 million}.

b} Letter of credit and guarantoes

Tha Company's bankers have issued letters of credil and guaraniees amounting fo Saudi Riyals 51 million

(December 31, 2011: Saudi Riyals 94 million) {including temporary sub allocation of faciilies) es at the
balance sheel date,

¢} The Company has the legal clalms summarized as below:;

The Company is parl of legal cases with employess, and some suppliers in the normal course of business,
The Company's mansgement belleves that the values of these cases are nat significant,

The company filed an appes! o the Board of Grisvance against the Communications end Informetion
Teshraology Commission's assessment decislon that fned the Company an amount of Saudi Riyals 5 milllon
rejated to & service provided by them, The appeal iz slill under consideration by the Board of Grevances in
Riyadh, Saudi Arabia

Segmental information

The Company's operalion ig mainly in the broadband services in Saudl Arabia, other operaling segments arg
not material 10 be separately disclosed as of December 31, 2012,

Related party transactions

Transactions with ralaled parties comprise (ransaclions wilh the [ounding sharghoiders (Bahrain
Telecommunications Company ("BATELCO"} and Atheeb Trading Company ("Atheeb").

The Compeny sefled Saudi Riyals 118,900,000 against the interim funding provided by the founding
shareholders after the rights issued was completed.

BATELCO provides technical and managemant support to the Company and was reimbursed for coals of
seconded stafl and intermal audit fees of Saudi Rivels 1,088,278 (December 31, 2011 Saud
Riyals 2,087 938),

The Company acciued an amount of Saudi Riyals 1,888 772 (December 31, 2011: Saudi Riyals 1,784,705) as
management fees and Saudi Riyals 532,348 (December 31, 2011: Saudi Riyals 2,131,073} as financial
charges to its founding shareholders during the period ended December 31, 2012 The financial charges
incurred are in respect of compeneafion for corporale guaraniees lssued by the founding shareholdars,

The Company incurred an amount of Saudi Rivals 77,458 as services revenue made during the period lo a
founding sharehoider (Decamber 31, 2017: Nil).
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