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INDEPE ACCOUNTANTS' October 21, 2012
To the Shareholders of Etihad Atheeb Telecommunication Company
(A Saudi Joint Stock Company)

Scope of review

We have reviewed the accompanying balance sheet of Ethad Atheeb Telecommunication Company (A Saudi
Joint Stock Company) (the *Company”™) as of September 30, 2012 and the related statements of income for
the three-month and the six-month periods ended September 30, 2012 and the cash flows and changes In
shareholders' equity for the six-month period ended September 30, 2012 and the related notes which form an
integral part of these Interim financial statements. These interim financial statements were prepared by the
Company and presented to us with all information and explanations which we required.

Except as explained in the following paragraph, we conducted our limited review in accordance with the
standard of review of interim financial reporting issued by the Saudi Organization for Certified Public
Accountants. A limited review consists principally of applying analytical procedures to financial data and
information and meking inquiries of persons responsible for financial and accounting matters. The scope of the
limited review is substantially less than an audit conducted in accordance with auditing standards generally
accepted in Saudi Arabia, the objective of which is the expression of an opinion regarding the financial
statements taken as a whole. Accordingly, we do not express such an opinion.

Basis of qualified conclusion

As a result of a final and complete settlement agreement with a vendor amounting to Saudi Riyals 307.5
million in faver of the Company in relation fo certain supplied property and equipment that caused the
Company to start conducting impairmant assessment for its properties and equipmants, we were unable fo
complete our review of property and equipment relating to the network Infrastructure and capacity included in
the interim financial statements. The Company still in the process of completing the impairment assessment
and hence the Company has not recognized any impairment loss in the three-month and the six-month
periods ended September 30, 2012, Had we been able to complete our review of property and equipment,

matters might have come to our attention indicating that adjustments might be necessary to the interim
financial statements,

nel

Except for the adjustments to the interim financlal information that we might have become aware of had it not
been for the situation described above, based on our review, we are not aware of any material modifications

that should be made to the accompanying interim financial statements for them to be in conformity with
accounting principles generally accepted in Saudi Arabia.

Emphasis of matfer

We draw attention to Note 1 to the interim financial statements. The Company incurred net loss for the period
ended September 30, 2012 and its current liabilitles exceeded its current assets and has accumulated losses
as of that date. The Company believes that it will be able to meet its obligations in the normal course of

operations. Accardingly, the accompanying inlerim financial statements have been prepared under the going
concem basis.

PricewaterhouseCoopers

Khalid A. Mahdhar
License Number 388

..................

PricewaterhouseCoopers, Kingdom Tower, P.O. Box 828z, Riyadh 11482, Kingdom of Saudi Arabia
T: +066 (1) 465-4240, F: +066 (1) 465-1663, www.pwe.com/middle-sast

Ligenae Wo. 35, Lenaed FPadnem: Omar M. Al Sagga (368), Kheld A. Mehdhar |264), Mohammed A. Al Gbaid) (367], lrehém F. Habb (383



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)

Balance sheet as at September 30, 2012 (Unaudited)
(ANl amounts in Saudi Riyals unless otherwise slaled)

Note
ASSETS

CURRENT ASSETS

Cash and bank balancaes

Inventories

Trade recaivables, net

Prepayments and other current assets

TOTAL CURRENT ASSETS

NON CURRENT ASSETS

Property and equipment 4
Intanglble assets, net 5
TOTAL NON CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS® EQUITY (DEFICIT)

CURRENT LIABILITIES

Accrued expenses, trade and other payables

Defarred revenus ]
Tawaroog Islamic financing - current portion 7

TOTAL CURRENT LIABILITIES

NON CURRENT LIABILITES

Tawaroog |slamic financing 7
Long term accounts payable

Employess' terminal benafits

TOTAL NON CURRENT LIABILITIES

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY (DEFICIT)

Share capital
Accumulated losses

-k

TOTAL SHAREHOLDERS' EQUITY (DEFICIT)

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

The ettached notes 1 to 13 form parl of these interim financial statements

September 30, Seplembar 30,
2012 201
(unaudited) (unaudited)

170,610,897 32,641,386
5,103,744 B 468,725
22,412,884 25,492 328
55,187,020 63,605,803
253,315,455 130,208,242
1,100,388,415  1,2509,776,322
464,933,337 489,838,278
1,565321,762  1,749,814,601
1,818,637,207 1,8?9.!«22&43

440,691,665 464,963,917
66,050,260 61,705,640
31,088,124 855,637,032

537,810,048  1,382,306,589

209,709,844 281,657,968
49,868,263 348,827 438

5,212 558 4,305,884
264,790,665 635,881,291
B02,600,714  2,018,187,B80

1,575,000,000 400,000,000
{558,863,507)  (538,365,037)

1,016,038,493 (138,365,037)

1.,818,637,207 1,879,822,843




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)
Statement of Income

For the thres-month and the six-month periods ended Ssptember 30, 2012 {Unaudited)

{(All amounts in Saud| Riyals unless otherwise stated)

Three months  Three months Bix months Six months
ended 30 ended 30 ended 30 ended 30
September 2012  September 2011 September 2012  September 2011
MNote  (unaudited) (uneudited) {unaudited) (unaudited)

Revenue from services B 67,837,905 58,382,031 136,414,309 118,660,580
Cost of services {55,127,688) (54,769,865) (112,887 268) (114716,256)
GROSS PROFIT 12,710,216 3,622,166 23,727,041 3,944 334
OFERATING EXPENSES
Employes costs (14,278,573} 1,206,736 {28,884, 892) (13,284,472)
Selling and marketing expenses (10,524,578) (6,479,311} {18,622,238) (18,118,532
Depreciation and amortization

expenses (57,151,518) {56,453,732) {113,805,765) (112,855,422)
General and administration expenses (8,943,918) {198,714,168) (17,865,213} (26,997,192}
TOTAL OPERATING EXPENSES {90,898 588) (B1,441,475) {178,278,108) (171.263,618)
LOSS FROM MAIN OPERATIONS (78,188,372) (77,818,308) (155,651,067}  (167,309,284)
Other Income 1,376,400 - 1,982,230 -
Financial charges (2,004 898) {7,667 655) (4,758,156) {16,864,800)
NET LOSS FOR THE PERIOD {78,906,870) (85,386,864) (158,326,983)  (184,194,084)
Weighted average number of shares 1,8 157,500,000 62,596,164 157,500,000 62,596,154
Loss per share:
Attributable o loss from main

operations 9 {0.50) (1.24) (0.99) {2.67)
Altributable to nat loss for the pariod 8 {0.50) (1.38) {1.01) (2.84)
The attached notes 1 fo 13 form part of these interim financlal statements

/



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)
Statement of cash flows

For the six-month period ended September 30, 2012 (Unaudited)
(Al amounts In Saud| Riyals unless otherwise slated)

OPERATING ACTIVITIES

Met loss for the pariod

Adjustment far:
Depreciation and amoriization
Provision for employees’ termination benefils
Provision for slow moving inventories

Operating cash flows before changes In operating assets and liabilities

Changes in cperating assets and liabillties:
Inventories

Trade receivables

Prepayments and other current assets
Accrued expenses, trade and other payables
Deferred revanues

Cash used in operations

Employees' lermination benefils paid

Net cash used In oparating activities
INVESTING ACTIVITIES

Purchase of property and equipment
Purchase of intangible assets

Proceeds from sale of property and equipment

Met cash used In Investing activities

FINANCING ACTIVITIES

Proceads from Rights Issue

Payment against Interim funding by founding shareholders
Procesds from tawarcoq Islamic financing

Payment against tawaroog Islamic financing

Net cash from (used In) financing activities

INCREASE (DECREASE) IN CASH AND BANK BALANCES DURING
THE PERIOD

Cash and bank balances at the beginning of the perlod
CASH AND BANK BALANCES AT THE END OF THE PERIOD

SIGNIFICANT NON-CASH TRANSACTIONS:
Purchase of property and equipment

September 30,  September 30,
2012 2011
(unaudited) {unaudiied)
(158,326,993) (184,194,084)
113,805,765 112,856 422

1,303,774 478,248
3227110 -
(39,990,344) (70,860,414)
(1,055,048} (1,877.228)
(2,786,841) (4,300,287)
{3,8960,023) (8,022 448)
(11,800,883) 14,834,698
13,462,902 (1,820,193)
{46,230,237) (68,281,413)
(847,054) (847,441)
_(47,077,281) (62,138,854)
(20,362,842) (42 487,220)
(13,752) (15,000)

2082 -

__ (20,374,512) (42,502,220}
1,175,000,000 -
(119,900,000} -
- 18,785,000

834,017,03 62 000
224,082,968 (42,705,000)
153,831,165 (154,346,074)
16,879,732 186,987 460
170,610,897 32,641,388

The attached noles 1 to 13 form part of these financial slatements (Unaudiled)

-
S
- 18,718,728



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saud| Joint Stock Company)

Statement of changes In shareholders’ equity

For the period ended September 30, 2012 and 2011 (Unaudited)
(All amounts in Saudi Riyals unless otherwise stated)

Accumulated
Share capital losses Total
{unaudited) (unaudited) {unaudited)
Balance at 31 March 2011 1,000,000,000 (954,170,853) 45,829 047

Reduction of share capital lo absorb losses [nofe 1) (600,000,000) 600,000,000

Net logs for the six-month pericd ended

Septamber 30, 2011 = . (184,184 ,084) (184,194,084}
Balance at 30 Saptember 2011 400,000,000 538,365,037 138,365,037
Balance at 1 April 2011 1,000,000,000 (854,170,953) 45,828,047

Reducilon of share capital lo absorb losses (note 1) (600,000,000) 600,000,000 -

Net loss for the year ended March 31, 2012 o - (46,465,561) {46,465 561)
Balance at March 31, 2012 400,000,000 (400,636,514) (636,514}
Capital Increased (note 1) 1.175,000,000 - 1,175,000,000
Met loss for the six-month period ended

September 30, 2012 - {158,32€,893) (158,326,893)
Balance at 30 September 2012 1,575,000,000 (558,963,507} 1,016,036,493

The attached notes 1 to 13 form part of thess interim financial statements é D i!



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Joint Stock Company)

MNotes to the interim financial statements

For the three-month and the six-month periods ended September 30, 2012 (Unauditad)
{All amounts in Saudi Riyals unless ctherwise stated)

General information

Etihad Atheeb Telecommunication Company (the “Company” or "GO"), is a Saudi Joint Stock Company
registered in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273) issued in Riyadh
on 30 Safar 1430H (corresponding to February 25, 2008). The registered address of the Company is P.O. Box
26038 Riyadh 11381 Kingdom of Saudi Arabia.

Pursuani to the Ministerial Resolution No.41 dated 18 Safar 1429H (February 25, 2008) which was approved
by the Issuance of Royal Decree No. M/6 dated19 Safar 1428H (February 26, 2008), the Company wes
granted a fixed-line telecommunication license and the used-frequency spectrum to provide fixed telephone
services in the Kingdom of Saud] Arabia for a pariod of 25 years (starting on April 1, 2009 and ending on
March 31, 2034).

The Company provides various fixed line and wireless services such as volce, data sarvices, broadband
internet services, intemet telephony services, inlemational gateway, and fixed {elephone lines to individuals,
homes and businesses via Worldwide Intercperability for Microwave Access ("WIMAX) technology as access
technology. The Company commenced commercial operations from January 01, 2010,

At date of incorporation, the Company's authorized and pald shaere capital amounted to Saudi Riyals 1 billion
consisting of 100 milion shares (Saudi Riyals 10 par value par shara).

On August 06, 2011 the extra ordinary general assembly approved reducing the Company's share capital from

Saudi Rivals 1 billlon to Saudl Rivals 400 million, by Iransferring Saudi Riyals 600 milllon from share capital to
lhe accumulated losses.

On January 14, 2012 the extra ordinary general assembly approved increasing the Company’s share capital
from Saudi Riyals 400 million by Saudl Riyals 1,175 million to become Saudi Rlyals 1,575 miilion, through a
rights isasue, The |ast day to exercise the rights was March 31, 2012, Accordingly, the Company's authorized
and paid share capital, after the reduction and rights issue, is Seudi Riyals 1,575,000,000 consisting of
157,500,000 shares (Saudi Rlyals 10 par value per share) with an adjustment factor of 1.56.

The Company incurred an operating loss of Saudi Riyals 302 million during the year endad March 31, 2012. In
order to fund ongoing operations, the exiraordinary general assembly meeting, held on January 14, 2012,
approved g rights issue of 1,175 million in the quarter ended March 31, 2012. The Company shares have
started trading on the Saud] Stock Exchange (*Tadawul”} frem 16 Jamad Awal 1433H (comesponding to April
8, 2012).

Further, the Company Incurred nei loss for lhe period ended September 2012 and iis current liabilities
exceaded its current assets and has accumulated losses as of that dale. These conditions indicate that the
Company's ahility to meet ils obligations as they become due and to continue as a going concam depends
upon the Company's abllity to arrange adequate funds In & timely manner. The Company balieves that it will
ba successful In its efforts to secure funding to meet iis obligations In the normal course of s operations.

Accordingly, the accompanying interim financlal statements have been prepared under the going concem
basis,

The accompanying interim financial statements were approved for issue by \he Board of Directors on
Cclobar 21, 2012.

Basls of preparation

The accounting policies adopted in the preparation of the interim financial statements, summarized below, are
conslstant with those followed in the preparation of the Company's annual audited financlal statements for the
year ended March 31, 2012,

al Statement of compliance

The interim financial stalements have been prepared in accordance with accounting standards issued by the
Saudi Organization for Certified Public Accountants (“SOCPA").

b) Basis of measurement

Thesa interim financial statemants have been prepared on a historical cost basis using the accrual
accounting. The Company's interim results may not ba indicative of its annual resulls.

6



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
Notes to the Interim financial statements

For the three-month and the six-month periods ended September 30, 2012 (Unsudited)
{All amounts in Saudi Riyals unless otherwise stated)

c) Functional and presentation currency

These Interim financial statements are presented in Saud! Riyals which |s the functional currency of the
Company.

Significant accounting pulicles

a. Use ofestimates

The preparation of interim financial statements In conformity with accounting standards generally accepted in
Saudi Arabia requires management to make judgments, sstimates and assumptions that affect the application
of policies and reporied amounts of assets, liabillies, income and expenses and the disclosure of contingent
liabilities. Uncertainty about these assumptions and esiimales could result in cutcomes that require a material
adjustment to the camying amount of the asset or liability in future periods.

Estimates and underying assumptions are reviewed on an ongoing basis. Revislons o accounting estimates
are recognized in the period in which the estimates are revised and in future periods affected.

b. Accounts receivable

Accounis recsivable are stated at original involce amount less provision for any uncollectible amounts. An
estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts
provigion is written-off as incured,

c. Provision for doubtful debts

Tha Company reviews ils accounlts recelvable for the purpose of creating required provislons against doubtful
debts. When creafing provisions, consideraiion is given to the type of services rendered (data, voice services,
etc), age of the receivable and the general economic situation.

d. Intangible assets

Intangible assets represent secured date communication license and other costs incurred by the Company
upon incorporation. License fees are inltially capitelized and subsequently amortized on a stralght-line basls
over 25 years, which is the regulatory life of the licenses, starting on April 1, 2008 and anding on March 31,
2034. Other Intangibles are amortlzed over the estimated useful llves.

The amorilzation Is charged lo the statement of income. Capitalized license fees are reviewed at each
financial perlod end to determine if there is any impalmment in thelr values, [n case impairment is identified, it is
recorded in the statement of income.

¢. Property and equipment

Property and eguipment, except land and capital werk In progress, are stated at cost less accumulated
depreciation and any impairment in value. Land and capital work in progress are slated at cost. Routine repair
and mainfenance costs are expensed as incurmed, The cost less estimated resldual value of property and
equipment is depreciated on a straight-line basis over the following estimated useful lives.

Life (Years)
Bulldings and civil works 7-20
Network Infrastruciure 4-7
Network capacity 15
Information Technology {"IT") Equipment 5
Facilities and support 510

Major renswals and Improvements are capltalized If they increase the productivity or the operating usaful ife
of the assels, Gain or loss on disposal of properly and equipment represenl the difference between the sale
proceeds and the carrying amount of these assets and Is recognized in the statement of incomea.

e
7 e



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Ssudi Joint Stock Company)

Notes to the interim financial statements

For the three-month and the six-month pericds ended September 30, 2012 (Unaudited)
{AJl amounts in Saudi Riyals unless otherwise stated)

f. Impairment of assals

Financial assels, property and equipment and other non-current assels are reviewed for impairment losses
whenever evenis or changes In clrcumstances Indicate thal the carrying amount may not be recoversbla. An

Impairment loss, if any, is recognlzed for the amount by which the carrying amount of the asset mu:aeds its
recoverable amount,

g Accounts payable and accruals

Liabilities are recognized for amounts to be pald in the future for goods or services received, whether billed by
the suppliar or not.

h. Provision for employess’ terminal benefits

The provision for employees' terminal banefits calculated in accordance with the Saudl Arablan Labor Law are
accrued and charged to the statement of operations.

i.  Foreign currency translation

Transactions denominated in foreign cumencies are recorded and translated Into Saud| Riyals at the rates of
exchange prevalling at the date of the lransaction. Al balance sheet date, monetary assets and liabilities
denominaled in foreign currencies are translated to Saudi Riyals at exchange rates prevailing on that date.
Gains and losses arising on translation are recognized in the siatement of income.

] Contingent llabllities

A contingent lfabllity Is 2 possible cbligation which may arise from past evenls and whose existence will be
confirmed only by the occurrence or non-ogcurrance of one or more unceriain future evenls not wholly within
the control of the Company, or a present obligation that arises from past events bul is nol recognized because
it is not probable that an outflow of resources embodying economic bansfits will be required to settle the
obligation, or the amount of the obligation cannot be measured with sufficient refiability.

k. Government charges

Govemment charges represent fees and charges as stipulated In license agreements and paid against the
right of use of telecommunications services in the Kingdom of Saudi Arabia including frequency fees. These
fees ara recorded in the related periods during which they are used and are charged to the statement of
income.

I Zakat and Income tax

Zakat and Income tax are provided for In accordance with Saudi Arabian financial regulations. The liability is
charged to the statement of changes In shareholders’ equity.

m. Statutory reserve

As required by Saud| Arabian Regulalions for Companles, 10% of the net incoms for the year (after deducting
losses, zakat and income tax) should be transferred to the statutory reserve. The Company may resolve to
discontinue such transfers when the resarve totals 50% of the share capllal. The reserve is not curently
available for distribution.

n. Operating leases

Lease of property and equipment under which all the risks and benefits of ownership are effectively retained
by the lesser are classified as operating leases. Payments made under operaling leases are charged to the
slaterment of income on a siraight-line basis over the period of the Isass,

o. Interconnection cost (only applicable for voice service)

Interconnectlon cost represents connectlon charges to national and intermational telecommunication natwurks
Interconnection costs are recorded in the period when relevant calls are made and are charged {o the I }

statement of income,



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
Notes to the Interim financlal statements

For the three-month and the six-month periods ended September 30, 2012 (UnaudHed)
(ANl amounts in Sgudi Rlyals unless otherw|se stated)

p. Revenue recognition

Revenue fepresents the value of Mxed or determinable considerations that are receivable and includes
revenue from sharing arrangements entered into with national and intemational telecommunication operators
in respect of wraffic (data and voice) exchanged. Revenue for services rendered is recognized &l amounis
invoiced fo -customers. Fees for installation and activation are recognized as revenue upon ‘activation,
Installation and activation cosls are expensed as incurred.

Service revenue received from the customer is recognized in the perod in which the service is dellvered.
Airtime revenus is recognized on a usage basls. Defarred revenue related to unused aifime is recognized
when utilized by the customer or on a time proportion basis over the validity perlod. Upon {ermination of the
customer contract, all deferred revenue for unused airtime is recognized in the statement of income, Revenue
from data services 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 recsivable
by the Company as commission for facilitaling the service, Revenue from sale of WiMAX Customer Premises
Equipment ("CPE") and Dongles (.e. a broadband wireless adapter) are recognized when the WiMAX CPE
and Dongles ("WiMAX modems®) are delivered to subscribers and customers. Chargss billed in advance are
deferred and recognized over the contracled period of service.

g- Expenses

Cost of service comprises expenses incured on operalions and maintenance of the network, including leased
and/or purchased capacity, inventory consumption and installation and interconnection charges, Selling and
markeling expenses are those, which specifically relate to selling and marketing of the Company's products,
and include costs relating mainly to commissions and advertising as well s provision for doubtiul debts. All
other expenses are classified as general and administrative expenses,

r.  Inventory

Inventory comprises WiMAX modems, pre-paid cards, scratch carde and other telecommunication equipment.
Inventories are siated al the lower of cost or net realizable value. Net realizable value represents the
difference between estimated selling price in the ordinary course of business and all necessary expenses
expected to be incurred In gelling the inventory. Cost is determined on a welghted average basis.

8. Borrowing cosis

Borrowing costs that are directly atiributable to the construction of an asset are capitalized up to the stage
when substantially all the activities necessary lo prepare the guallfying assel for its intended use are 5

completed and, thereafier, such costs are charged 1o the statement of income,
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ETIHAD ATHEEE TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Gompany)
Notes to the interim financial statements

For the three-month and the six-month periods ended September 30, 2012 (Unaudited)
{All amounts in Saudi Riyals unless otherwise stated)

Intangible assets, nat

2012 2011
As at September 30:
Cost:
License faes paid lo Communication & Information Technology
Commission ("CITC") 527,964,001 527,949,000
Other 24,509,712 24,508 712 _
552 473,713 562,458,712
Amortization:
Opening balance (75,078,804) (50,167.714)
Charge for the period {12,460,472) (12,461,718)
{87,540,378) (62,619,433}
464,933,337 488,839,279

License fees are amortized on a straight-line basis over 25 years, which is the regulatory life of the licensa.

Deferred revenue

These represenl amounts billed in advance to customers and will be recognized as revenue over lhe service
pericd.

Tawarooq Islamic financing

This comprises Islamic mode of financing from a local bank (the "Bank’) to meet capital and operating
expenditure of the company. The |slamic financing Involves the sale and purchase of commedities with the
Bank as per standard mutually agreed terms.

The financing balance at September 30 was as follows:

B 2012 2011

Current porticn 31,068,124 856,637,032
Nen-cument portion 209,709,844 281,657,068
240,777,868  1,137,285,000

The non-cumrent portion amounting to Saudi Riyals 210 millon will be seffied In twenty seven quartery
installments start from October 2013 and ended on April 2020,

Revenue from services

Revenue recognized are in respect of broadband and volca services avalled to subscribers during the period
and termination revenue billed to other telecommunication operators for the period ended September 30,
2012,

Loss per shara

Loss per share for the six -month period ended September 30, 2012 and 2011 is calculaled by dividing the
loss for the periad by the ordinary issued and outstanding shares at the pericd end.

The loss per share for the comparative period has been adjusted to reflect the effect of reduction of share
capital and rights retroactively (see Nole 1). The cutstanding numbers of shares as of September 30, 2011
were 40,000,000 shares before adjustment of rights issue. After using muitiple of an adjustment factor of 1,56,
to adjust it for the rights issue, the restated welghted average number of shares is 62,596,154,

i
v

11



10

1"

12

13

ETIHAD ATHEEE TELECOMMUNICATION COMPANY

(A Saudl Joint Stock Company)

Notes to the interim financlal statements

For the three-month and the six-month pariods ended September 30, 2012 (Unaudited)
{All amounts in Saudi Riyals unless ctherwise stated)

Commitments and contingencies
a) Major caplital commitments
The company had commitments resulting from major coniracls which were entered into and not yet executed

at the balance sheet date amounting approximately to Saudi Riyals 77 Millicn (September 30, 2011: Saud
Riyals 142 miilian).

b) Letter of credit and guaraniees

The Company's bankers have issued letters of credit and guarantees amaounting to Saud| Riyals 65 Million

{September 30, 2011: Seudi Riyals 380 million) ({including temporary sub allocation of facilities) as at the
balance sheet date.

g) The Company has the legal claims summarized as below:

The Company is part of legal cases with |abors, and some suppliers in the normal course of business, the
Company's management believe that the value of these cases are not significant.

The company filed an appeal to the Board of Grievance against the Communications and Information
Technology Commission's assessment decislon that fined the Company an amount of Saudi Riyals 5§ million

related to a servica provided by them, the appeal Is still under consideration by the Board of Grievances in
Riyadh, Saud| Arabia.

Segmental Information

The objective of the segment reporting standard promulgated by the Saudl Organization for Certified Public
Accountants is to disciose detailed Information on the results of each of the main cparaling segments. Ghivan
that the Company's most revenue Is from broadband services, other operating segments are not material to be
separately disclosed as of September 30, 2012.

Related party transactions

Transactions with related parties comprise transactions with the founding shareholders (Bahrain
Telecommunications Company ("BATELCO") and Atheeb Trading Company (*Athesb”).

The Company seitied Saudi Riyals 119,900,000 against the interim funding provided by the founding
sharsholders afler the rights issued was completed.

BATELCO provides technical and management support to the Company and was reimbursed for cosls of
seconded staff of Saudi Rlyals Nil (September 30, 2011: Saudi Riyals 2,087,936),

The Company accrued an amount of Saudi Riyals 1,150,731 {September 30, 2011: Saudi Riyals 1,188,318)
as management fees and Saudi Riyals 357,643 (September 30, 2011: Saudi Riyals 1,442,668) as financial
charges to its founding shareholders during the period ended September 30, 2012. The financial charges
incurred are in respect of compensation for corperate guaraniees issued by the founding shareholders.

The Gompany incurred an amount of Saudi Riyals 2,034 458 as services revenue made during the period to a
founding shareholder (September 30, 2011: Saudi Riyals Nil).

Reclassification

Some of the prior period amounts have been reclassified to conform with the %ﬁm in the current
pariod. [ }
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