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Etihad Etisalat Company (A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the six months period ended 30 June 2017
(All amounts in Saudi Riyals thousands unless otherwise stated)
1

CORPORATE INFORMATION

1.1 Etihad Etisalat Company
Etihad Etisalat Company (“Mobily” or the “Company”), a Saudi Joint Stock Company, is registered in the Kingdom of
Saudi Arabia under commercial registration number 1010203896 issued in Riyadh on 14 December 2004
(corresponding to Dhul Qa’adah 2, 1425H). The main address for the Company is P.O. Box 23088, Riyadh 11321,
Kingdom of Saudi Arabia.
The Company was incorporated pursuant to the Royal decree number M/40 dated 18 August 2004 (corresponding to
Rajab 2, 1425H) approving the Council of Ministers resolution number 189 dated 10 August 2004 (corresponding to
Jumada II 23, 1425H) to approve the award of the license to incorporate a Saudi Joint Stock Company under the name
of “Etihad Etisalat Company”.
Pursuant to the Council of Ministers resolution number 190 dated 10 August 2004 (corresponding to Jumada II 23,
1425H), the Company obtained the licenses to install and operate 2G and 3G mobile telephone network including all
related elements and the provision of all related services locally and internationally through its own network.
Pursuant to the Communication and Information Technology Commission (CITC) resolution number 5125 dated 21
February 2017 (corresponding to Jumada I 24, 1438H), the Company obtained a Unified License to provide all licensed
telecommunication services including fixed line voice services and fixed internet.
The Company’s main activity is to establish and operate mobile wireless telecommunications network, fiber optics
networks and any extension thereof, manage, install and operate telephone networks, terminals and communication unit
systems, in addition to sell and maintain mobile phones and communication unit systems in the Kingdom of Saudi
Arabia. The Group commenced its commercial operations on 25 May 2005 (corresponding to Rabi Al-Thani 17,
1426H).
The authorized, issued and paid up share capital of the Company is SR 7,700 million divided into 770 million shares
of SR 10 each.
Mobily clarified in its announcement on 13 May 2015 (corresponding to 24 Rajab 1436H) that it is currently in the
phase of studying the possibility of selling its telecommunications towers. On 31 July 2016, Mobily signed a
Memorandum of Understanding (MoU) with Saudi Telecom Company (STC) to jointly explore the possibility of
extracting value from the towers assets owned by both parties. The Company has neither entered into any other
agreement in this regard nor determined the financial impact thereof.
1.2

Subsidiary Companies

Below is the summary of Company’s subsidiaries’ and ownership percentage as at 30 June 2017 and 31 December
2016:
Ownership percentage
Country of
Initial
Name
incorporation Direct
Indirect investment
Mobily Ventures Holding SPC
Bahrain
100.00%
2,510
Mobily InfoTech India Private Limited
India
99.99%
0.01%
1,836
Saudi Arabia
99.00%
1.00% 1,500,000
Bayanat Al-Oula for Network Services Company
Zajil International Network for Telecommunication Company
Saudi Arabia
96.00%
4.00%
80,000
National Company for Business Solutions
Saudi Arabia
95.00%
5.00%
9,500
Sehati for Information Service Company
Saudi Arabia
90.00%
10.00%
900
Mobily Plug & Play LLC (Under liquidation)
Saudi Arabia
60.00%
2,250
National Company for Business Solutions FZE
United Arab
- 100.00%
184
Emirates
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BASIS OF ACCOUNTING

2.1

Statement of Compliance

These condensed interim consolidated financial statements comprise the financial information of the Company and its
subsidiaries (together referred to as the ‘Group’).
These unaudited condensed interim consolidated financial statements have been prepared in accordance with IAS 34
‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
issued by Saudi Organization for Certified Public Accountants. Up to and including the year ended 31 December 2016,
the Group prepared its annual and interim consolidated financial statements in accordance with Generally Accepted
Accounting Standards as issued by Saudi Organization for Certified Public Accountants (SOCPA). These interim
consolidated financial statements are for part of the period covered by the first IFRS annual financial statements,
therefore IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ has been applied by the Group
to prepare these condensed interim consolidated financial statements.
The condensed interim consolidated financial statements do not include all of the information required for full annual
financial statements and should be read in conjunction with Group’s SOCPA annual financial statements for the year
ended 31 December 2016, and the Group’s first condensed interim consolidated financial statements in accordance with
IFRS for the three-months period ended 31 March 2017. The reader must also take into account the explanations of
how the transition to IFRS has affected the reported financial position, financial performance and cash flows of the
Group as provided in Note 5.
The principal accounting policies applied in the preparation of these condensed interim consolidated financial
statements have been consistently applied to all periods presented.
The unaudited condensed interim consolidated financial statements has been approved for issuance on 23 July 2017
(corresponding to 29 Shawwal 1438H).
2.2

Basis of measurement

These condensed interim consolidated financial statements have been prepared on historical cost basis unless stated
otherwise using the going concern basis of assumption.
2.3

Functional and presentation currency

These condensed consolidated interim financial statements are presented in Saudi Riyal (“SR”) which is the functional
currency of the Company. All amounts have been rounded off to the nearest thousands unless otherwise stated.
3

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in these condensed interim consolidated financial statements are in accordance with
International Financial Reporting Standards “IFRS” that is endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements issued by SOCPA which are consistent with those that were applied in the Group’s first
condensed interim consolidated financial statements in accordance with IFRS as at and for the three-month period
ended 31 March 2017.
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SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s condensed interim consolidated financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future periods. The significant judgments made by management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the same as those that applied to the Group’s first condensed interim
consolidated financial statements in accordance with IFRS as at and for the three-months period ended 31 March 2017.
4.1

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:
• In the principal market for the asset or liability; or
• In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or most advantageous market must be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.
A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic
benefits from the asset’s highest and best use or by selling it to another market participant that would utilize the asset
in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the condensed interim consolidated financial
statements are categorized within the fair value hierarchy. This is described as follows based on the lowest level input
that is significant to the fair value measurement as a whole:
• Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
• Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable; and
• Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
For assets and liabilities that are recognized in the condensed interim consolidated financial statements at fair value on
a recurring basis, the Group determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a whole) at the end
of each reporting period. The Group determines the policies and procedures for both recurring fair value measurement,
and for non-recurring measurement.
At each reporting date, the Group analyses the movements in the values of assets and liabilities which are required to
be remeasured or re-assessed as per the Group’s accounting policies. For this analysis, the Group verifies the major
inputs applied in the latest valuation by agreeing the information in the valuation computation to contracts and other
relevant documents. The Group also compares the change in the fair value of each asset and liability with relevant
external sources to determine whether the change is reasonable. For the purpose of fair value disclosures, the Group
has determined classes of assets and liabilities on the basis of the nature, characteristics and risks of the asset or liability
and the level of the fair value hierarchy, as explained above.
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FIRST TIME ADOPTION OF IFRS

For all periods up to and including the year ended 31 December 2016, Etihad Etisalat Company prepared its
consolidated financial statements based on the generally accepted accounting standards promulgated in Saudi Arabia
by SOCPA.
The Group has prepared these condensed interim consolidated financial statements in accordance with IAS 34 ‘Interim
Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued
by SOCPA applicable as at 30 June 2017, together with the comparative period data for the six-month period ended 30
June 2016 and for the year ended 31 December 2016. In preparing condensed interim consolidated financial statements,
the Group’s opening consolidated statement of financial position was prepared as at 1 January 2016, the Group’s date
of transition to IFRS and was reported as part of the Group’s first condensed interim consolidated financial statements
in accordance with IFRS as at and for the three-month period ended 31 March 2017. This note explains the principal
adjustments made by Etihad Etisalat Company in adjusting its SOCPA consolidated financial statements for the sixmonth period ended 30 June 2016.
IFRS 1 allows first-time adopters certain exemptions from the retrospective application of certain requirements under
IFRS. The following exemptions are ones adopted by the Group:
•

•

IFRS 3 ‘Business Combinations’ has not been applied to either acquisitions of subsidiaries that are considered
businesses under IFRS, or acquisitions of interests in associates and joint ventures that occurred before 1 January
2016. Use of this exemption means that the SOCPA’s carrying amounts of assets and liabilities, that are required
to be recognised under IFRS, is their deemed cost at the date of the acquisition. After the date of the acquisition,
measurement is in accordance with IFRS as endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by SOCPA. Assets and liabilities that do not qualify for recognition under IFRS are
excluded from the opening condensed interim consolidated statement of financial position based on IFRS. The
Group did not recognise or exclude any previously recognised amounts as a result of IFRS recognition
requirements. IFRS 1 also requires that the SOCPA carrying amount of goodwill must be used in the opening
condensed interim consolidated statement of financial position based on IFRS (apart from adjustments for goodwill
impairment and recognition or derecognition of intangible assets). In accordance with IFRS 1, the Group has tested
goodwill for impairment at the date of transition to IFRS. No goodwill impairment was deemed necessary at 1
January 2016.
The Group has applied the transitional provisions in IAS 23 ‘Borrowing Costs’ and capitalises borrowing costs
relating to all qualifying assets after the date of transition. Similarly, the Group has not restated for borrowing costs
capitalised under SOCPA on qualifying assets prior to the date of transition to IFRS.

Estimates
The estimates at 30 June 2016 and as at 31 December 2016 are consistent with those made for the same dates in
accordance with SOCPA (after adjustments to reflect any differences in accounting policies) apart from the following
items:
•
•

End of service benefits
Provision for decommissioning liability
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FIRST TIME ADOPTION OF IFRS (CONTINUED)

5.1
Group reconciliation of the condensed interim consolidated statement of financial position and equity
as at 30 June 2016

Assets
Non-current assets
Property and equipment
Intangible assets
Goodwill
Capital advances
Available for sale investments
Total non-current assets
Current assets
Cash and cash equivalents
Inventories
Accounts receivable
Prepaid expenses and other assets
Due from related party
Held to maturity investments
Total current assets
Total assets
Equity and liabilities
Equity
Share capital
Statutory reserve
Retained earnings
Foreign currency translation reserve
Total shareholders’ equity
Non-controlling interest
Total Equity
Non-current liabilities
Loans and notes payable
Provision for employees’ end of service
Deferred government grants income
Provision for decommissioning liability
Total non-current liabilities
Current liabilities
Accounts payable
Loans and notes payable
Accrued expenses and other liabilities
Due to related party
Provisions
Zakat provision
Deferred government grants income
Total current liabilities
Total liabilities
Total equity and liabilities

Reclassification

IFRS

92,789
(11,732)
81,057

(382)
1,467,247
(1,466,865)
-

24,770,662
9,206,787
978,588
7,271
34,963,308

557,209
247,314
3,713,273
1,863,828
68,606
1,200,000
7,650,230
42,532,481

(20,000)
(20,000)
61,057

(96)
(96)
(96)

557,209
247,314
3,713,273
1,843,732
68,606
1,200,000
7,630,134
42,593,442

7,700,000
2,648,971
5,245,717
15,594,688
1,500
15,596,188

(392,741)
(392,741)
(392,741)

(9,001)
(9,001)
(9,001)

7,700,000
2,648,971
4,852,976
(9,001)
15,192,946
1,500
15,194,446

60,498
169,680
204,389
434,567

-

6,993,335
319,997
169,680
204,389
7,687,401

-

(1,176,124)
1,185,029
8,905
8,905
(96)

5,338,306
8,409,925
4,481,836
241,710
1,185,029
35,558
19,231
19,711,595
27,398,996
42,593,442

Notes

SOCPA

5(b)

24,678,255
7,739,540
1,466,865
978,588
19,003
34,882,251

5(a)
5(d)
5(b)

5(d)

6,993,335
259,499
7,252,834
5,338,306
8,409,925
5,657,960
241,710
35,558
19,683,459
26,936,293
42,532,481
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Effect of
transition

19,231
19,231
453,798
61,057
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FIRST TIME ADOPTION OF IFRS (CONTINUED)

5.2
Group reconciliation of the condensed interim consolidated statement of profit or loss for the threemonth period ended 30 June 2016
Effect of
ReNotes
SOCPA
IFRS
transition
classification
Revenue
Cost of sales
Gross profit

3,288,884
(1,201,456)
2,087,428

-

250
250

3,288,884
(1,201,206)
2,087,678

Selling and marketing expenses
General and administrative expenses
Depreciation and amortization
Other income
Operating profit / (loss)

5(a)
5(a)
5(b)
5(d)

(382,822)
(574,645)
(984,360)
145,601

1,354
2,735
(1,789)
(15,447)
(13,147)

(250)
25,897
25,897

(381,468)
(572,160)
(986,149)
10,450
158,351

Finance expenses
Finance income
Other income
Profit / (loss) before zakat

5(b)

(140,797)
34,774
39,578

(2,493)
(15,640)

8,877
(34,774)
-

(143,290)
8,877
23,938

(20,761)
18,817

(15,640)

-

(20,761)
3,177

18,817
18,817

(15,640)
(15,640)

-

3,177
3,177

0.024

(0.020)

-

0.004

Zakat expense
Profit / (loss) for the period
Profit / (loss) attributable to:
Owners of the Company
Non-controlling interest
Profit / (loss) for the period
Earnings / (losses) per share:
Basic and diluted earnings / (losses)
per share (in SR)
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FIRST TIME ADOPTION OF IFRS (CONTINUED)

5.3
Group reconciliation of the condensed interim consolidated statement of comprehensive income for the
three-month period ended 30 June 2016
Effect of
SOCPA
IFRS
transition
Profit / (loss) for the period

18,817

(15,640)

3,177

-

(792)

(792)

-

(792)

(792)

Actuarial gains on re-measurement of employees’ end of service
benefits

-

(3,255)

(3,255)

Net total items that will not be reclassified subsequently to
profit or loss

-

(3,255)

(3,255)

Total other comprehensive loss for the period

-

(4,047)

(4,047)

18,817

(19,687)

(870)

18,817
18,817

(19,687)
(19,687)

(870)
(870)

Items that will be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations
Net total items that will be reclassified subsequently to
profit or loss

Items that will not be reclassified subsequently to profit or loss:

Total comprehensive income / (loss) for the period
Total comprehensive income / (loss) for the period
attributable to:
Owners of the Company
Non-controlling interest
Total comprehensive income / (loss) for the period
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FIRST TIME ADOPTION OF IFRS (CONTINUED)

5.4
Group reconciliation of the condensed interim consolidated statement of profit or loss for the six-month
period ended 30 June 2016
Effect of
ReNotes
SOCPA
IFRS
transition
classification
Revenue
Cost of sales
Gross profit

6,729,159
(2,716,508)
4,012,651

-

-

6,729,159
(2,716,508)
4,012,651

Selling and marketing expenses
General and administrative expenses
Depreciation and amortization
Other income
Operating profit / (loss)

5(a)
5(a)
5(b)
5(d)

(704,628)
(1,062,293)
(1,961,040)
284,690

2,287
4,794
(3,578)
(11,025)
(7,522)

33,122
33,122

(702,341)
(1,057,499)
(1,964,618)
22,097
310,290

Finance expenses
Finance income
Other income
Profit / (loss) before zakat

5(b)

(262,824)
48,002
69,868

(4,985)
(12,507)

14,880
(48,002)
-

(267,809)
14,880
57,361

(34,446)
35,422

(12,507)

-

(34,446)
22,915

35,422
35,422

(12,507)
(12,507)

-

22,915
22,915

0.046

(0.016)

-

0.030

Zakat expense
Profit / (loss) for the period
Profit /(loss) attributable to:
Owners of the Company
Non-controlling interest
Profit / (loss) for the period
Earnings / (losses) per share:
Basic and diluted earnings / (losses)
per share (in SR)
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FIRST TIME ADOPTION OF IFRS (CONTINUED)

5.5
Group reconciliation of the condensed interim consolidated statement of comprehensive income for the
six-month period ended 30 June 2016
Effect of
SOCPA
IFRS
transition
Profit / (loss) for the period

35,422

(12,507)

22,915

-

(833)

(833)

-

(833)

(833)

Actuarial gains on re-measurement of employees’ end of service
benefits

-

(1,386)

(1,386)

Net total items that will not be reclassified subsequently to
profit or loss

-

(1,386)

(1,386)

Total other comprehensive loss for the period

-

(2,219)

(2,219)

35,422

(14,726)

20,696

35,422
35,422

(14,726)
(14,726)

20,696
20,696

Items that will be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations
Net total items that will be reclassified subsequently to
profit or loss

Items that will not be reclassified subsequently to profit or loss:

Total comprehensive income / (loss) for the period
Total comprehensive income / (loss) for the period
attributable to:
Owners of the Company
Non-controlling interest
Total comprehensive income / (loss) for the period
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FIRST TIME ADOPTION OF IFRS (CONTINUED)

a)

Provision for employees’ end of service benefits

Under SOCPA, the Group recognized costs relating to its employees’ end of service benefits on an accrual basis. Under
IFRS, costs relating to the employees’ end of service benefits are recognized based on an actuarial valuation.
b)

Provision for decommissioning liability

Under SOCPA, a provision for decommissioning liability is not required. However, under IFRS, the cost of property
and equipment should also include an initial estimate of the costs required to settle the obligation, when an entity is
obliged to dismantle and remove the related equipment and restore the site to its original condition. The present value
of the said liability is accounted for as a non-current liability, is reviewed annually and adjusted as appropriate for
changes in the underlying assumptions.
c)

Intangible assets

Under SOCPA, there is no guidance in determining whether an asset that combines both intangible and tangible
elements should be treated as property and equipment or as an intangible asset. Under IFRS, an entity uses judgment
in assessing which element is more significant. For example, computer software for a computer-controlled machine
that cannot operate without that specific computer software is treated as an integral part of the related hardware and is
treated as property and equipment. Similarly, when the software is not an integral part of the related hardware, they are
treated as an intangible asset.
d)

Government grants

Under SOCPA, grant income was recognized when the conditions attached to the said grant were fulfilled. However,
under IFRS, government grants income shall be recognized in condensed interim consolidated statement of profit or
loss on a systematic basis, to match them with the related costs for which they are intended to compensate.
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PROPERTY AND EQUIPMENT
Computer
equipment and
software

Office
equipment and
furniture

33,078,502
2,143,098
111,211
408,848
35,741,659
530,796
12,981
59,657
36,345,093

4,261,581
528,463
12,103
(153)
4,801,994
117,924
10,508
(57)
4,930,369

499,024
1,699
500,723
2
500,725

3,046
3,046
3,046

811,810
486,492
(460,511)
837,791
129,651
(81,678)
885,764

40,983,865
3,181,581
(153)
44,165,293
785,671
(57)
44,950,907

542,517
69,516
(949)
611,084
31,245
642,329

12,761,854
2,552,577
4,929
15,319,360
1,304,392
585
16,624,337

2,537,782
549,531
(131)
3,087,182
268,907
(55)
3,356,034

437,682
20,171
457,853
8,410
466,263

1,621
430
2,051
215
2,266

-

16,424,790
3,245,260
(131)
19,669,919
1,638,483
(55)
21,308,347

198,199
227,834

19,720,756
20,422,299

1,574,335
1,714,812

34,462
42,870

780
995

885,764
837,791

23,642,560
24,495,374

Leasehold
improvements

Land

Buildings

274,710
274,710
274,710

1,221,544
9,014
(103,666)
39,560
1,166,452
5,688
(12,981)
11,513
1,170,672

833,648
12,815
(7,545)
838,918
1,610
840,528

At 1 January 2016
Charge for the year
Reclassifications
Disposals
At 31 December 2016
Charge for the period
Reclassification
Disposals
At 30 June 2017

-

143,334
53,035
(3,980)
192,389
25,314
(585)
217,118

Net book value:
At 30 June 2017
At 31 December 2016

274,710
274,710

953,554
974,063

Telecommunication
network equipment

Vehicles

Capital work
in progress

Total

Cost:
At 1 January 2016
Additions
Reclassification
Transfers
Disposals
At 31 December 2016
Additions
Reclassification
Transfers
Disposals
At 30 June 2017
Depreciation:

The Group has capitalized borrowing costs during 30 June 2017 amounting to SR 56 million (31 December 2016: SR 95 million) and internal technical salaries amounting to SR
73 million (31 December 2016: SR 162 million).
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INVENTORIES

During the six-month period ended 30 June 2017, the Group has a net reversal of written down of SR 14 million (sixmonth period ended 30 June 2016: a net reversal of written down of SR 15 million) of inventories. This expense is
included in cost of sales in the condensed interim consolidated statement of profit or loss.
8

ACCOUNTS RECEIVABLE
30 June
2017

Accounts receivable
Less: provisions for doubtful debts

5,417,724
(1,542,591)
3,875,133

31 December
2016
6,431,214
(2,729,874)
3,701,340

The movement of the provision for doubtful debts is as follows:
30 June
2017
Opening balance
Charge for the period / year
Written off during the period / year
Closing balance
9

(2,729,874)
(120,995)
1,308,278
(1,542,591)

31 December
2016
(2,385,780)
(551,692)
207,598
(2,729,874)

RELATED PARTIES TRANSACTIONS AND BALANCES

During the period, the Group transacted with following related parties:
Party
Emirates Telecommunication Corporation – Etisalat and
its subsidiaries

Relationship
Founding shareholder

Emirates Data Clearing House

Affiliate to Emirates Telecommunication Corporation

The Group transacted with related parties in ordinary course of business. Following are the details of major transactions
with related parties:
30 June
2017
Interconnection services and roaming services rendered
Interconnection services and roaming services received
Management fees
Other management expenses
Telecommunication services
Other services

46,912
58,161
11,262
32,390
2,139
2,164

Balances with related parties

30 June
2017

Balance due from
Balance due to

108,804
195,203
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30 June
2016
42,188
47,607
18,763
31,255
2,117
2,195
31 December
2016
69,568
138,420
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RELATED PARTIES TRANSACTIONS AND BALANCES (CONTINUED)

Compensation and benefits to key management personnel

Short term employee benefits
Post-employment benefits
Total compensation and benefits to key management personnel

30 June
2017
29,039
868
29,907

30 June
2016
23,471
682
24,153

Services rendered to related parties comprise of the provision of telecommunication service, interconnection services
and roaming services by the Group based on normal commercial terms. Services received from related parties comprise
of telecommunication service, interconnection services and roaming services to the Group based on normal commercial
terms. Management fees and other management expenses are calculated based on the relevant agreements with Emirates
Telecommunication Corporation. The balances due to and from related parties are unsecured and will be settled in cash.
Transactions with key management personnel comprise of remunerations to Board of Directors and other senior
management members who are key management personnel of the Group.

10

FINANCIAL ASSETS AND LIABILITIES

10.1

FINANCIAL ASSETS
30 June
2017

Available for sale investments:
Unquoted equity shares
Total financial assets classified as available for sale

31 December
2016

7,271
7,271

7,271
7,271

Financial assets at amortized cost:
Cash and cash equivalents
Accounts receivables
Due from related party
Held to maturity investments
Total financial assets at amortized cost
Total financial assets

729,703
3,875,133
108,804
550,000
5,263,640
5,270,911

866,109
3,701,340
69,568
350,000
4,987,017
4,994,288

Current financial assets
Non-current financial assets
Total financial assets

5,263,640
7,271
5,270,911

4,987,017
7,271
4,994,288

Available for sale investments - unquoted equity shares
Available for sale investments include unlisted securities amounting to SAR 7.3 million (31 December 2016: 7.3
million) carried at cost less impairment due to absence of an active market for the equity securities.
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FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

10.2

FINANCIAL LIABILTIIES
30 June
2017

31 December
2016

Financial liabilities at amortized cost:
Accounts payable
Due to related party
Loans and notes payable
Total financial liabilities at amortized cost

3,789,828
195,203
14,755,975
18,741,006

4,521,432
138,420
15,208,753
19,868,605

Current financial liabilities
Non-current financial liabilities
Total financial liabilities

5,379,748
13,361,258
18,741,006

12,267,754
7,600,851
19,868,605

Fair values of financial assets and financial liabilities measured at amortized cost are not significantly different from
their carrying amounts.
11

LOANS AND NOTES PAYABLE
30 June
2017

Long-term loans
Less: current portion
Non-current

14,755,975
(1,394,717)
13,361,258

31 December
2016
15,208,753
(7,607,902)
7,600,851

a) Maturity profile of loans and notes payable:
30 June
2017
Less than one year
Between one to five years
Over five years

1,394,717
7,054,258
6,307,000

31 December
2016
7,607,902
6,488,851
1,112,000

During the period ended 30 June 2017, the Group has successfully refinanced its maturing obligations under the Airtime
and Bayanat syndicated facilities amounting to SR 7.8 billion with a new syndicated facility of SR 7.9 billion over 7
years maturity. As a result, as at 30 June 2017, SR 6 billion has been re-classified as non-current liabilities compared
to 31 December 2016. All the facilities are appropriately classified into current and non-current.
12

BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated by dividing the (loss) / profit for the period attributable to ordinary equity
holders of the company by the weighted average number of ordinary shares outstanding during the period.
The diluted EPS is same as the basic EPS as the Group does not have any dilutive instruments in issue.
30 June
2017
(Loss) / profit for the period
Weighted average number of shares
Basic and diluted (losses) / earnings per share in SR

(352,758)
770,000
(0.46)
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30 June
2016
22,915
770,000
0.03
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COMMITMENTS AND CONTINGENCIES

13.1

Capital commitments

The Group has capital commitments resulting from contracts for supply of property and equipment, which were entered
into and not yet executed at the condensed interim consolidated statement of financial position date in the amount of
SR 1.7 billion as at 30 June 2017 (31 December 2016: SR 2.4 billion).
As a result of frequencies auction held by CITC, the Company has been notified that CITC intends to allocate 2x5 MHz
block after the Company meets the allocation requirements and pays the consideration for using the frequencies. Once
the conditions attached to the auction and the procedures of granting licenses is completed the license to use frequencies
will be granted to the Company. The Company will incur a cost of approximately SR 422 million to acquire the right
of using these frequencies, 30% of which will be paid within 90 days after the conclusion of the auction and the
remaining 70% will be paid in equal annual installments over a 10 years period.
13.2

Contingent liabilities

The Group had contingent liabilities in the form of letters of guarantee and letters of credit amounting to SR 740 million
as at 30 June 2017 (31 December 2016: SR 658 million).
The CITC’s violation committee has issued several penalty resolutions against the Group which the Group has opposed
to in accordance with the Telecom regulations. The reasons of issuing these resolutions vary between the manner
followed in issuing prepaid SIM Cards and providing promotions that have not been approved by CITC and/or other
reasons.
Multiple lawsuits were filed by the Group against CITC at the Board of Grievances in order to oppose to such
resolutions of the CITC’s violation committee in accordance with the Telecom regulations, as follows:
•
•
•

There are (361) lawsuits filed by the Group against CITC amounting to SR 653 million as of 30 June 2017.
The Board of Grievance has issued (169) verdicts in favor of the Group voiding (169) resolutions of the CITC’s
violation committee with a total penalties amounting to SR 452 million as of 30 June 2017.
Some of these preliminary verdicts have become conclusive (after they were affirmed by the appeal court)
cancelling penalties with a total amounting to SR 411 million as of 30 June 2017.

In addition, 20 legal cases were filed by the Group against CITC in relation to the mechanism of calculating the
governmental fees and other subjects in which (13) of them are specifically related to the governmental fees as of 30
June 2017, out of which the Group received seven preliminary judgments and five final judgments in its favor. The
remaining cases are still being adjudicated before the Board of Grievance. It is difficult to determine the amount of
claims due to the difference in the calculation method. Although the Company believes that these claims have no legal
basis, they may have a material impact on the Company’s business in case of retroactive change in the regulatory
framework which is difficult to assess.
The Group received additional claims from CITC during the six months period ended 30 June 2017 and has reassessed
the provisions required against the claims as at 30 June 2017 and has recorded an appropriate estimate of the amount
that it may ultimately have to pay to settle such claims.
The Group is subject to litigations in the normal course of business. Management and Directors believe that it has
adequate and sufficient provisions based on the status of these litigations as of 30 June 2017.
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COMMITMENTS AND CONTINGENCIES (CONTINUED)

13.2

Contingent liabilities (Continued)

Furthermore, there are 167 lawsuits filed by some of the shareholders against the Group before the Committee for the
Resolutions of Security Disputes and still being adjudicated by such committee. The Company has received (37)
preliminary verdicts and (107) final verdicts in its favor in these lawsuits and (12) cases have been either dismissed or
abandoned and (11) cases are on-going as of 30 June 2017.
The Group has filed its zakat returns with GAZT for the years through 2016 and settled its zakat thereon. During the
year ended 31 December 2016, the Group submitted adjusted zakat returns for the years 2013 and 2014, as a result of
restatement of the financial statements for the said years.
The Group has finalized its zakat status and obtained the final zakat assessments for the years until 2006. The Group
has received zakat assessments for the years 2007 through 2011 that showed additional zakat and withholding tax
assessments of SR 317 million and SR 237 million respectively, which have been appealed by the Group at the
Preliminary and Higher Appeal Committees. During the year ended 31 December 2016, The Appeal Committee issued
its ruling on certain zakat and withholding tax matters and those rulings issued against the Group have been appealed
at the Higher Appeal Committee. Management believes that it has sufficient grounds to contest the matters included in
the assessments and the eventual outcome of the appeal process will not result in any significant liability.
14

SEGMENT INFORMATION

Information regarding the Group’s operating segments is set out below in accordance with IFRS 8 Operating Segments.
IFRS 8 requires operating segments to be identified on the basis of internal reports that are regularly reviewed by the
Group’s chief operating decision maker (“CODM”) and used to allocate resources to the segments and to assess their
performance.
The Group is engaged in a single line of business, being the supply of telecommunications services and related products.
The majority of the Group’s revenues, profits and assets relate to its operations in the Saudi Arabia. The operating
segments that are regularly reported to the CODM are Consumer, Business, Wholesale and Outsourcing.
The CODM used to receive other operational financial aggregates on a group consolidated level. This is the measure
reported to the Group’s Board of Directors for the purpose of resource allocation and assessment of segment
performance.
30 June
30 June
2016
2017
Consumer revenues
4,746,468
5,597,626
Business revenues
611,862
728,131
Wholesale revenues
317,936
371,254
Outsourcing revenues
42,627
32,148
Total revenue
5,718,893
6,729,159
Total cost of sales
Total operating expense
Depreciation and amortization
Total non-operating expense
Capital expenditures

(2,420,780)
(1,466,209)
(1,802,133)
(351,572)
791,865
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(2,716,508)
(1,737,743)
(1,964,618)
(252,929)
1,889,640

