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INDEPENDENT AUDITORS' REPORT May 26, 2014

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

Scope of audit

We have audited the accompanying balance sheel of Etihad Atheeb Telecommunicalion Company (the
“Company") as of March 31, 2014 and the statements of income, cash flows and changes in shareholders’
equity for the year then ended, and the notes from (1} to (26) which form an integral part of the financial
statemenis. These financial stalements, which were prepared by the Company in accordance with Article 123
of the Regulations for Companies and presented 1o us with all Information and explanations which we
required, are ihe responsibility of the Company's managemenl. Our responsibilily is to express an opinion on
these financial statements based on our audit.

We conducied our audit in accordance with auditing standards generally accepted in Saudi Arabla. Those
standards require lhat we plan and perform the audit to obtain reasonable assurance about whether lhe
financial slatements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing lhe
accounling policies used and significant estimales made by management, as well as evaluating lhe overall
financial statement presentation. We believe thal our audit provides a reasonable basis for our opinion.

Ungualified gpinion
In our opinion, such financial statements taken as a whole:

¢ Present fairly, in all material respects, the financial pasition of the Company as of March 31, 2014 and the
results of its operallons and ils cash flows for the year then ended In conformity with accounting standards
generally accepted in Saudi Arabia appropriate to the circumstances of the Company, and

s Comply, in all material respects, with the requirements of the Regulations for Companies and the
Company's By-laws with respect to the preparation and presentation of financial statements.

Emphasis of matter

We draw attention to Note 1 to the accompanying financial slatements that states that; the Company incurred
a nel loss for lhe year ended March 31, 2014 amounting Saudl Riyals 248 million and its current liabilities
exceeded ifs current assels as of that date. Moreover, the Company had accumulaled losses amounting Saudi
Riyals 888 million as of March 31, 2014. These conditions, along with other maltters as set forth in Note 1,
indicate the existence of a material uncertainty which may cast significant doubt about the Company’'s ablllty to
continue as a going concem. The Company's management believes that it will be able to secure the
necessary funding to meet its obligations when they become due. Accordingly, the accompanying financial
statements have been prepared under the going concern basis.
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)

Balance sheet

{(All amounts in Saudi Riyals unless otherwise siated)

ASSETS

Note
CURRENT ASSETS:
Cash and cash equivalents
Inveniories
Trade receivables, net 4
Prepayments and other current assets 5
TOTAL CURRENT ASSETS
NON CURRENT ASSETS:
Property and equipment, net 6, 26
Intangible assets, net 7
TOTAL NON CURRENT ASSETS
TOTAL ASSETS
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable 8
Accrued expenses and other payables 9
Deferred revenua 10
Tawarooq Islamic financing - current portion 11

TOTAL CURRENT LIABILITIES

NON CURRENT LIABILITES:

Tawarooq [slamic financing i1
Long term accounts payable

Employees' termination benefils

TOTAL NON CURRENT LIABILITIES

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY:
Share capital 1
Accumulaled losses 1,26

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS'
EQUITY

__ March 31,
2014 2013
(Restated)
40,205,109 115,207,970
5,903,617 9,453,389
52,039,977 21,931,278
27,694,981 41,238,930
125,843,684 187,829,545
623,836,521 962,017,177
_ 543,275,370 575,832,380
_1,367,111,891 1,537,849 557
1,492,855,575 1,725,6879,102
408,853,432 330,119,929
101,603,337 105,245,121
44,216,497 65,205,927
31,068,118 31,068,122
585,741,384 531,639,089
163,107,658 184,175,782
49,868,263 57,952,401
7,495,441 5,884,020
220,471,362 258 022 203
B0E,212,746 789,681,302
1,575,000,000 1,675,000,000
{888,257 171} {638,982, 200)
686,742,829 936,017,800
1,492,955,575 1,725,679,102

The noles from 1 10 26 form an inlegral part of Ihese financial staiements



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudl Joint Stock Company)}

Statement of income

(All amounis in Saudi Riyals unless aotherwise stated)

Revenue from services
Cosls of services
GROSS PROFIT

OPERATING EXPENSES
Employees’ costs

Selling and markeling expenses
Depreciation and amorlizalion
General and administration expenses
Reversal of provision

TOTAL OPERATING EXPENSES

LOSS FROM MAIN OPERATIONS
Other income

Financial charges
NET LOSS FOR THE YEAR

Welghied average number of shares
Loss per share from :

Loss from main operatlons
Nel loss for the year

15
16
6,7, 26
17
13

18

15, 26
19,26

The noles from 1 to 26 form an integral parl of lhese financial slalemenis

2014 2013

{Restated)

234,542,232 266,484,008
(202,111,138) (216,665.766)
32,431,094 49 818,242
(41,437,116)  (55,790,990)
(25,059,279)  (37,080,167)
(201,591,517) (189,865,695)
{33,409,470)  (40,208.411)
18,529,616 -
{282,967,766) (322,945,563)
{250,536,672) (273,127,321)
8,467,197 2,837,570
(7,205,486)  (8,795.722)
(249,274,971} (279,085,473)
157,500,000 157,500,000
{1.59) {1.73)

{1.58) (1.77)




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

Statement of cash flows

{(All amounis in Saudi Riyals unless olherwise slaled)

Note
OPERATING ACTIVITIES
Net loss for the year
Adjustments for non-cash items:
67,26

Depreciation and amortization

Loss on sale of property and equipment
Provision for doubtful debts 4
Provision for employees' termination benefits

Provision for slow moving inventories
Operaling cash flow before changes In operating assets and
liabilities

Changee in operating assets and llabllities:
Inventories

Trade receivables

Prepayments and olther curreni assels
Accounts Payable

Accrued expenses and other payables
Deferred revenues

Employees' iermination benefits paid

Net cash used in operating actlvities

INVESTING ACTIVITIES

Purchase of properly and equipment 6
Purchase of inlangible assels

Proceeds from sale of property and equipment

Nat cash used In Investing actlvitles

FINANCING ACTIVITIES

Proceeds from righls issue

Payment against interim funding by founding shareholders
Payment for tawarocq Islamic financing

Net cash (used in) generated from financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS DURING
THE YEAR

Cash and cash equlvalents at the beginning of the year
CASH AND CASH EQUIVALENTS AT THE END OF THE
YEAR

The notes from 1 to 26 form an integral part of lhese financial slatemenls

_For the year ended March 31,

2014 2013
{Restated)
(249,274,971)  (279,085,473)
201,591,517 189,865,995
. 2,494
1,005,550 1,210,669
2,749,240 2,354,556
58,617 2,461,517
(43,870,047)  (B3,190,242)
3,491,135 (4,630,080
(31,114,251) (1,481 ,434)
13,541,949 7,956,509
70,649,365 (2,525,111)
(3,641,784) (6,618,249)
(20,989,430) 12,618,569
{1,147,819) (1,218,374)
(13,080,882)  (79,095,412)
(26,864,778)  (19,725,492)
(4,015,000) (8,528,750)
25,927 28,909
__ (30,853,851)  (28,225,254)
- 1,175,000,000
- {119,900,000)
(31,066,128)  (849,551,096)
(31,066,128) 205,548,904
{75,002,881) 98,228,238
115,207,970 16,979,732
40,205,109 115,207,870




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)

Statement of changes In shareholders’ equity

For the year ended March 31, 2014

(All amounts in Saudi Riyals unless olherwise staled)

Accumulated

Note Share capital losses Total
Balance at April 1, 2012 400,000,000 (400,636,514) (636,514}
Effect of restatement 26 - 40,739,787 40,739,787
Balanca at Aprll 1, 2012 (Restated) 26 400,000,000 (359,896,727) 40,103,273
Issuance of rights issue 1 1,175,000,000 - 1,175,000,000
Nel loss for the year - {279,085,473) (279,085473)
Balance at March 31, 2013 (Restated) 26 1,575,000,000 (638,982,200) 936,017,600
Net loss for the year - (249,274,971) (249,274,971)
Balance at March 31, 2014 1,575,000,000 (888,257,171) 686,742,829

The attached noles 1 lo 26 form an Inlegral parl of these financial slatemenis



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
{All amounts In Saudi Riyals unless otherwise stated)

General information

Etihad Atheeb Telecommunication Company (the “Company® or “GO"), is a Saudi Joint Slock Company
regislerad in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273} issued in Riyadh
on 30 Safar 1430H (corresponding 1o February 25, 2009). The regislered address of the Company is P.O. Box
25038 Riyadh 11391 Kingdom of Saudi Arabia.

Pursuant to the Ministerial Resolution No.41 daled 18 Safar 1429H (February 25, 2008) which was approved
by the issuance of Royal Decree No. M/§ daled19 Safar 1428H (February 26, 2008), the Company was
granted a fixed-line lalecommunication license and the used-frequency specirum fo provide fixed telephone
services in the Kingdom of Saudi Arabie for a period of 25 years (starting on April 1, 2009 and ending on
March 31, 2034).

The Company provides varlous fixed line and wireless services such as voice, data services, broadband
internel services, intemel {elephony services, Inlernational gateway, and fixed telephone lines to individuals,
homes and businesses via Worldwide Inleroperability for Microwave Access ("WilMAX") lechnology as access
technology. The Company commenced commerclal operalions from January 1, 2010.

At dale of incorporalion, the Company's authorized and paid share capital amounted to Saudi Riyals 1 billion
consisting of 100 million shares {Saudi Riyals 10 par value per share),

On August 06, 2011 the exiracrdinary general assembly approved reducing the Company’s share capital from
Saudi Riyals 1 billion te Saudl Riyals 400 million, by transferring Saudi Riyals 500 million from share capital fo
the accumulatled losses,

On January 14, 2012 the extraordinary general assembly approved increasing the Company's share capital
from Saudi Riyals 400 million by Saudi Riyals 1,175 million to become Saudi Riyals 1,575 million, through a
rights issue. The last day lo exercise the rights wae March 31, 2012. Accardingly, ihe Company's aulhorized
and paid share capital, afler the reduclion and righis issuve, is Saudi Riyals 4,575,000,000 consisting of
157.500,000 shares {Saudi Riyals 10 par value per share) with an adjustment factor of 1.586,

The Company Incurred a net loss for the year ended March 31, 2014 amounling Saudi Riyals 248 million and
its current liabillties exceeded its current assets as of that date. Moreover, the Company had accumulaied
losses amounting Saudi Riyals 888 million as of March 31, 2014. The Company's management believes that it
will be able to secure the necessary funding to meel ils obligations when they become due. Accordingly, the
accompanying interim financial statements have been prepared under the going concern basis.

Further to the announcement published on Tadawul's webslte on Novernber 28, 2013 relaled lo amending the
memorandum of understanding {MoU) signed on August 20, 2013 between a subsidiary of Etihad Etisalat
Company (Mobily) (namely Bayanal Al-Oula Network Services Company "Bayanat™ and cerlain founding
shareholders of the Company (namely Alheeb Trading Company, Al Nahla for Trading and Coniracling
Company, Traco Group for Trading and Contracting and Saudi Internet Company) in respect of the possibility
of acquisilion by Bayanat of a controlling stake in the Company, the Mol provides, amang other things, that
lhe said acquisitlon is subject to cerlain conditions being salisfied prior 1o January 30, 2014 (Long Stop Date),
including obtaining necessary regulatory clearances, completing commercial, financial, lechnical and legal due
diligence to the satisfaction of Bayanat and the eniry by the relevant parties inlo definilive agreements in
respect of the proposed transaction and to cancel any exclusivity undertakings between them in respecl of the
proposed transaction. Subsequently on January 29, 2014, the parlies agreed to amend the MoU by extending
the agreement period by a further ninety (80) days. Therefore the Long Stop Date was extended till April 30,
2014 instead of January 30, 2014.

Further lo the announcement published on Tadawul's website on January 29, 2014 referred to above, GO
announced an April 30, 2014 that Bayanat has compleled ils commercial, financial, lechnical and legal due
diligence in respect of the said acquisition and the struciuring thereof and Bayanal is currently in the stages of
discussions wilh;

1- GO In relation to lhe appointmenl of Bayanat as the operator of GO pursuant to a managemenl agreemenl
the terms and conditions of which remain to be agreed between the parties therelo, and

2- the Founding Shareholders and GO in reialion 1o the acquisition by Bayanal - as described below - of a
significant minorily interest in GO (hereafter logelher referred to as the Proposed Transaclion).

With respect to the acquisiion element of the Proposed Transaction summarized in 2 above, Bayanat, GO
and the Founding Shareholders are cumrenlly are in the stages of discussing sirucluring the acquisition
element.



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(All amounis in Saudi Riyals unless otherwise siated)

The parties are currently in the stages of discussions, no definilive agreements have been signed In respect of
the Proposed Transaction and completion of the Proposed Transaction is subject to abtaining all necessary
regulalory approvals including from the Communications and Information Technology Commission and Capilal
Market Authority.

The accompanying financial stalemants were approved for issue by the Board of Direclors on May 26, 2014,
Summary of significant accounting policies

The principal accounling policies applied In the preparation of these financial statemenis are sel oul below.
These policies have been consistently applied to all years presenled, unless otherwise stated.

2.1 Basis of preparation

The accompanying financial slalemenis have been prepared under the hislorical cosi conveniion on ihe
accrua! basis of accounting, and in compliance with accounting standards promulgaled by Saudi Organization
for Cerlified Public Accountants,

22  Critical accounting estimates and judgments

The preparation of financial statements in conformity wilh generally accepted accounting standards requires
lhe use of certain crilical estimates and assumplions that affect the reporied amounls of assets and liabllities
and disclosure of contingent assels and liabililies at the reporting date and ihe reporied amounts of revenues
and expenses during the reporting period. Eslimates and judgments are continually evalualed and are based
on historical experience and other factors, including expeciations of future events thal are believed 1o be
reasonable under the circumstances, The Company makes estimates and assumptions conceming the fulure.
The resulfing accounling estimates will, by definition, seldom equal the relaled actual results.

2.3 Foreign currency translations

(a)  Reporting currency

These financial statements are presented in Saudi Riyals which is the reporting currency of the Cempany.

{b} Transactions and balances

Foreign currency transactions are translated into Saudi Riyals using the exchange rates prevailing al lhe dates
of the transactions. Foreign exchange geins and losses resulting from the settlement of such Iransaclions and
from the ranslation at the year-end exchange reles of monetary assets and liabililies denominaled In foreign
currencies are recognized in the income statement.

2.4 Cash and cash equivalents

Cash and cash equivalents include cash in hand and with banks.

2.5 Accounts recelvable

Accounts receivable are carried al original invoice amount less provision for doubtiul debis. A provision
against doubtful debis is eslablished when there is objective evidence Ihat the company will nol be able to
collect all amounts due according 1o the original lerms of the receivables. Such provisions are charged o the
income statement and reported under “Selling and marketing expenses”. When account receivable fs
uncollectible, it is written off against the provision for the doubtful debt. Any subsequent recoveries of amounis
previously written off are credited againsl “Selling and markeling expenses” In the income statement.

2.6 Provision for doubtful debts

The Company reviews ils accounts receivable for the purpose of crealing required provisions agains! doubtful

debis. When crealing provisions, cansideralion is given lo lhe lype of services rendered (data, voice services,
elc), age of the receivable and the general econamic situation.



ETIHAD ATHEER TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(All amounts in Saudi Riyals unless otherwise staled)

2.7 Intangible assets

Intangible assels represent secured data communication license and other costs incurred by the Company
upon incorparation. License fees are initially capitalized and subsequently amortized on a straighl-line basis
over 25 years, which is the regulatory life of the licenses, starting on April 1, 2009 and ending on March 31,
2034, Network capacity Is amortized on a straight-line basis aver the term of tha agreemenl. Other Intangibles
are amorlized over the estimated useful lives.

Capitalized license fees are reviewed at each financial period end io delermine if there is any impairment in
their values. In case impairment is Identified, il is recorded in the statement of income. The amortizalion is
charged lo the slatement of income over lhe useful life as follows:

Life {Years)
Network capacity 7415

2.8  Property and equipment

Properly and equlpment, excepl land and capital work in progress, are staled at cost less sccumulated
depreciation and any impaimmenl in value, if any. Land and capilal work in progress are slated at cost. Routine
repair and maintenance cosls are expensed as incurred. The cost less estimated residual value of properly
and equipment is deprecialed on a straight-line basis aver the following estimaled useful lives as follows:

Life (Years}
Buildings 40
Civil works 10-15
Network infrastruciure 4-15
Information Technology (“IT") Equipment 5
Facililies and supporl 5

Gains and losses on disposals are determined by comparing Lhe sale proceeds wilh lhe carrying amounts of
(hese assels and are recognized in Ihe statemeni of income.

Maintenance and normal repairs, which do not materially exlend the estimated useful life of an asset, are
charged to the statement of income. Major renewals and improvements, if any are capilalized and lhe assets
so replaced are retired.

29 Impalment of non-current assets

Non-current assels are reviewed for impalrment whenever evenls or changes in circumstances indicate thal
the carrying amount may not be recoverable. An impairmenl loss is recognized for the amount by which the
carrying amount of the asset exceeds its recoverable amount which is the higher of an asset's fair value less
cost to sell and value in use. For ihe purpose of assessing impairment, assets are grouped al lowest levels for
which there are separately identifiable cash flows (cash-generaling units), Non-currenl assets other than
intangibie assels thal suffered impairment are reviewed for possible reversal of impairment al each reporting
date. Where an impairmenl loss subsequently reverses, the carrying amount of the assel or cash-generating
unil is increased o the revised estimale of ils recoverable amount, but the increased carrying amount should
not exceed the carrying amounl that would have been determined, had no impairment loss been recognized
for the assels or cash-generating unit in prior years. A reversal of an impairment loss is recognized as income
immediately In the income statement. Impairmenl losses recognized on intangible assels are nol reversible.

2.10 Borrowings

Borrowings are recognized at the proceeds received, net of Iransaction costs incurred, if any. Borrowing cosls
that are directly atiribulable to the construcilon of an asset are capitalized up to lhe stage when substantially
all the aclivities necessary to prepare ihe quallfying asset for its inlended use are completed and, thereafter,
such costs are charged to the slatement of income. Olher borrowing costs are charged lo the statement of
income,



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(All amounts in Saudi Riyals unless olherwise stated)

2.11 Accounts payable and accruals

Liabilities are recognized for amounts to be pald in the future for goods or services received, whether billed by
the supplier or nol.

2.12 Provision for employees’ termination benefits

Employee {ermination benefils required by Saudi Labor and Workman Law are acerued by the Company and
charged lo the income stalemenl. The llability is calculaled; as the current value of the vested benefits to
which the employes is enlitled, should the employee leave al the balance sheet dale. Termination payments
are based on employees’ final salaries and allowances and their cumulative years of service, as stated in the
labor regulations applied in the Kingdom of Saudi Arabia.

2.13 Contingent llabilitles

A contingent liability is a possible obligation which may arise from past events and whase exislence will be
confirmed only by the occurence or non-occurrence of one or more uncertain future events not wholly within
the control of the Company, or a present obligation ihat arises from past evenls but is not recognized because
it is not probable that an outflow of resources embodying economic benefits will be required to settie the
obligation, or ihe amount of the obligation cannot be measured wilh sufficient reliabllity.

214 Govermment charges

Govemmenl charges represent fees and charges as stipulaled in license agreements and paid againsi the
right of use of telecommunicalions services in the Kingdem 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 lo
the slatement of income.

215 Zakatand income tax

The Company's Saudi shareholders are subject to zakal in accordance with the regulalions of the Department
of Zakat and Income Tax {the *DZIT"). Foreign shareholders are subject to income taxes. Zakat and Income
tax provisions related [o the shareholders are charged to their related sharsholders accounts. Addilional
amounts payable, if any, at the finalization of final assessments are accounted for when such amounls are
determined.

Deferred income taxes are recognized on all major temporary differences between financial income and
taxable income are recognized during the period in which such differences arise, and are adjusted when
related temporary differences are reversed. Deferred income lax assets on carry forward losses are
recognized fo the extenl Lhal il is prebabile thal future laxable income will be available againsl which such
carry-forward lax losses. Deferred income taxes are determined using tax rates which have been enacted by
ihe balance sheet dale and are expecied to apply when the relaled deferred income tax asset is realized or
the deferred income tax liability is setlled.

The Company withholds taxes on certain transactions with non-resident parties in the Kingdom of Saudi
Arabia in accordance wilh Saudi Arabian Income Tax Law.

2.16 Statutory reserve

As required by Saudi Arabian Regulations for Companies, 10% of the nel income for the year (after deducting
losses, zakal and income tax) should be transferred 1o the stalutory reserve. The Company may resclve lo
discontinue such transfers when the reserve totals 50% of the share capital.

2.17 Operating leases

Lease of properly and equipmenl under which all the risks and benefils of ownership are effectively retained
by lhe lesser are classified as operaling leases. Payments made under operating leases are charged 1o the
statement of income on a siraighl-line basis over the period of lhe lease.

2.18 Interconnectlon cost (only applicable for volce service)

Interconnection cost represenls connection charges to natlonal and international telecommunication networks.

Inlercannectlon costs are recorded in the period when relevant calls are made and are charged to the
statemenl of Income.



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudl Joint Stock Company)

Notes to the financlal statements for the year ended March 31, 2014
(Al amounls in Saudi Riyals unless olherwise stated)

2,19 Revenue recognition

Revenue represenis the value of fixed or delerminable considerations thal are receivable and includes
revenue from sharing arrangements entered into with national and international ielecommunication operators
in respeci of lraffic {data and voice) exchanged. Revenue for services rendered is recognized al amounts
invoiced to customers. Fees for inslallalion and activalion are recognized as revenue upen aclivation.
Installation and aclivation costs are expensed as incurred.

Service revenue received from the customer is recognized In lhe period in which the service is delivered.
Airlime revenue is recognized on a usage basis. Deferred revenue relaled 1o unused airime is recognized
when utillzed by the customer or on a time proportion basis aver the validity peried. Upon termination 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 hae performed the related service and, depending on the
naiure of the service, is recognized elther at the gross amount billed to the customer or the amount receivable
by the Company as commission for facilitating the service. Revenue from sale of WIMAX Cuslomer Premises
Equipment (“CPE") and Dongles (i.e. a broadband wireless adapler) are recognized when the WIMAX CPE
and Dongles ("WiMAX modems") are delivered ta subscribers and customers. Charges billed in advance are
deferred and recognized over the conlracted period of service.

2,20 Dividends

Dividends are recorded in ihe financial slalements in the period In which they are approved by the
shareholders of the Company.

2.21 Costs and Expenses

Cost of service comprises expenses incurred on operations and maintenance of the network, including leased
and/or purchased capacity, inventory consumption and inslallation and Intereonnection charges. Selling and
marketing expenses are those, which specifically relate to selling and marketing of the Company's products,
and include cosls relating mainly to commissions and advertising as well as provision for doubtiul debts. All
other expenses are classified as general and administralive expenses.

2.22 Inventory

Inventory comprises WiMAX modems, pre-pald cards, scratch cards and other lelecammunication equipment.
Inventories are slaled at the lower of cost or net realizable value. Net realizable value represents the
difference between eslimated selfing price in the ordinary course of business and all necessary expenses
expecled to be incurred In selling ihe inventory. Cost is determined on z weighted average basis.

Financlal instruments and risk management

The Company’s aclivilies expose it to a variety of financial risks: market risk (including currency risk, fair valve
and cash flow interest rate risks and price risk). credit risk and liquidity risk.

Financial instruments carded on lhe balance sheet include cash and cash equivalenis, trade accounts
receivable, prepayments and other credit assets, cumenl and non-currenl portions of tawarooq Islamic
financing, accounls payable and accrued and other current liabilities. The particular recognition methods
adopled are disclosed In the individual policy slalements associated with each item.

Financial asset and liabilily are offset and nel amounls reported in the financial statemenis, when the
Company has a legally enforceable right to set off the recognized amounts and intends eilher to settle on a nel
basis, or to realize the asset and lability simultaneousiy.

3.1 Currency riek

Currency risk is the risk that the value of a financlal Instrument will fluctuate due to changes in forelgn

exchange rates. The Company's transaciions are principally in Saudi Riyals and US Dollars. The Company's
managemenl believes lhat the currency risk related to its financial assets and liabilities are insignificant.

10



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the financlal statements for the year ended March 31, 2014
(All amounts in Saudi Riyals unless olherwise stated)

3.2  Credit risk

Credil risk is the risk that one party to a financial instrument will fail lo discharge an obligation and cause the
other party to incur a financial loss. Cash is placed with banks wilh sound credit ratings. Accordingly. the
Company is not subject to any significant credit risk. Accounts receivable are carried net of provision for

doublful debts.

The table below shows 1he maximum exposure to credit risk for lhe components of the balance sheet.

2014 2013

Bank balances 40,205,109 115,207,970
Trade receivables, net 52,039,977 21,931,276
Other currenl assets 5,813,717 4 167,425
98,058,803 141,306,671

3.3 Liquldity risk

Liquidity risk is the risk that an enterprise will encounter difficully in raising funds fo meel commilmenis
associated with financial instruments. Liquidity risk may result from an inabllity 1o sell a financial asset quickly
al an amouni close lo ils fair value. Liguidity risk is managed by monitering on a regular basis 1hat sufiicient
funds are available through committed credit facilities to meet any fulure commilments. The Company is
dependent on its ability to generate sufficient lrade cash flows and renegotiate lerms of payments with
creditors 1o meet aperational cash requirements.

The table below summarises the maturities of the Company's discounted financial fiabilities al March 31,
based on contraclual payment dates. The amounts do not include unaccrued inferest.

Less than 12 More than 12 Without fixed

March 31, 2014 months months maturity Total

Trade peyables and accruals 499,982,336 49,868,263 7,485 441 557,346,040

Tawarooq islamic financing 31,068,118 163,107,658 - 194,175,776
531,050,454 212,975,921 7,485,441 751,521,816

Less than 12 More than 12 Without fixed

March 31, 2013 months months maturity Total

Trade payables and accruals 427,238,040 57,952,401 5,894,020 491,084,461

Tawarooq islamic financing 31,068,122 194,175,782 - 225,243,904
458,306,162 252,128,183 5,894,020 716,328,365

3.4  Fair value

Fair value is the amount for which an assel could be exchanged, or a liability seltled between knowledgeable
willing parties in an arm's length transaction. As the Company's financial inslruments are compiled under the
historical cost convention, differences can arise belween the book values and fair value estimates.
Management believes thal the fair values of lhe Company's financial assets and liabilities are nol materiatly
different from {heir carrying values.
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Joint Stock Company)

Notes to the financlal statements for the year ended March 31, 2014
(All amountis in Saudi Riyals unlese otherwise stated)

Trade receivables

Note 2014 2013
Trade receivables 48,905,731 27,740,125
Less: provision for doubtful debts (7,191,954) {6,186,404)
41,713,777 21,553,721
Trade receivables from relaled parties 23.2 10,326,200 377,555
52,039,977 21,031,276
Movement in provision for doubtful debts is as follows:
Note 2014 2013
April 1 (6,186,404) (4,975,735)
Addllions 16 {1,005,550) (1.210,669)
March 31 {7,191,954) (5,186,404)
Prepayments and other receivables
2014 2013
Prepaid expenses 21,058,523 18,914,726
Advances 1o suppliers and employees 5,813,717 4,083,054
Prepald rent — WIMAX/Point of presence siles 827,108 18,439,782
Other 912,041 730,576
Less: Provision for other receivables {916,408} {911,208)
27,694,981 41,236,930
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(Al amounts in Saudi Riyals unless otherwise slated)

Property and equipment, net

Land and Network Facilities, Work-in 2014 2013

Note buildings Infrastructure ~ support&IT  progress ~ Total Total
Cost: {Restated)
April 1 balance 77,606,922 1,333,066,727 27,776,649 89,627,450 1,528,077,748 1,458,048,090
Effect of restatement 26 - - - - - 50.367.666
April 1 balance (restated) 77,606,922 1,333,066,727 27,776,649 B9,627 450 1,528,077,748 1,508,415,756
Additions during the year 40,512 18,560,509 128,310 8,135,447 26,864,778 32,197,039
Transfers during the year - 3,919,408 840,518 (4,759,926) - -
Disposals - - (71,144) - {71,144) (63,500)
Adjustment - - - - - (12,471.547)
March 31 balance 77,647,434  1,355,546,644 28,674,333 93,002,971  1,554,871,382 1,528,077,748
Accumulated depreciation:
April 1 balance 8,017,942 544,071,234 13,971,395 - 566,060,571 402,989,732
Effect of restalement 26 - - - - - 9,627 879
April 1 balance (restated) 8,017,942 544,071,234 13,971,395 - 566,060,571 412,617,611
Charge for the year 1,600,554 157,694,795 5,724,158 - 165,019,507 157,703,821
Disposals - - (45,217) - (45,217) (32,018)
Adjustment - - - - - (4,228,843)
March 31 balance 9,618,496 701,766,029 19,650,336 - 731,034,861 566,060,571
Net book values 58,028,938 653,780,615 9,023,997 93,002,971 823,836,521 962,017,177

Al year ended March 31, 2014, the Company reassessed certain captlalizable cosls relaled to the construction of its network infrasiructure (see
note 26),
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi JoInt Stock Company)

Notes to the financial statements for the year ended March 31, 2014

(All amounts in Saudl Riyals unless otherwlse staled)

Intangible assets, net

As of March 31:

Cost:

License fees paid to Communicalion & [nformation Technology

Commission ("CITC")
Network Capacily
Other

Amorllzation:

April 1 balance
Charge for ihe year
March 31 balance

2014 2013
527,904,000 527,904,000
159,260,000 155,260,000

24,599,711 24,584,711
711,763,711 707,748.711
(131,816,331)  (95,525,314)

(36,572,010)

(36,391.017)

(168,488,341) (131,916,331

543,275,370

575,832,380

License fees are amortized on a siraighl-hne basis over 25 years, which is the regulatory life of the license.

Network capacily represents indefeasible righl io use ("IRU") acquired on a Fibre Optic cable network for local
service connectivity for a period of fifteen years connecting the Company's headquerters in Riyadh.

Accounts Payable

Trade Payables

Capilal expendilure payable

Accrued Expenses and other payables

Accrued expenses
Other

Due to relaled parties

Deferred revenua

2014 2013

335,640,387 258,039,713

73,213,045 72,080,216

408,853,432 330,119,829

Nole 2014 2013
80,660,412 88,177,947

906,155 1,012,393

81,566,567 89,190,340

23.2 20,036,770 16,054,781
101,603,337 105,245121

These represent amounts billed or collected in advance to cuslomers and will be recognized as revenue over

ihe sarvice period.

Tawarooq Istamlc financing

This comprises Islamic mode of financing from a local bank (the "Bank”) lo meet capital and operating
expenditure of the company. The Islamic financing involves the sale and purchase of commodities with lhe
Bank as per standard mutually agreed lerms. The average rale of retum on this financing is based on Saudi

Interbank Offer Rate (SIBOR) plus the commission of the Bank.
The financing balance as of March 31 was as follows:

Currenl porlion
Non-current portion

14

2014 2013
31,068,118 31,066,122
163,107,658 194,175,782
194,175,776 225,243,504




ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(All amounts in Saudl Riyals unless olherwise slaled)

The non-currenl porlion amounting lo Saudi Riyals 163 million will be seitled in twenty one quarterly
installments starting from April 2015 and ending an April 2020,
12 Revenue from services

Revenue recognized is in respect of broadband and voice services provided lo subscribers during the year
and interconneclion revenue billed to olher lelecommunication operalors for ihe year ended March 31, 2014,

2014 2012

Broadband services, net 168,965,962 196,128,070
Voice services and interconneclion revenue 65,576,270 70,355,938
234,542,232 266,484,008

13 Reversal of provisions

During 1he three-month period ended Sepiember 30, 2013, lhe management of the Company has carried oul
specific sludies on all provisions and reversed cerlain provisions thal are no longer required,

14 Cost of services

2014 2013
{Restated)
Voice interconnection charges 59,622,114 62,430,247
Sile rental and utililies 44,499,320 45,625,005
Capacily lease charges 38,438,563 32,529,501
Network meinienance and support 29,115,961 37,233,558
Inventory consumplions / Installation 11,010,092 18,521,628
Employees' cost 9,414,615 11,352,596
Governmenl fees 8,023,356 8,023,352
Other 1,987 117 949,879
202,111,138 216,665,766
15 Employee Costs

2014 2013
Salaries and benefits 38,687,876 53,436,434
Provision for employees' terminal benefits 2,749,240 2 354 556
41,437,116 55,790,880

16 Selling and Marketing Expenses
Note 2014 2013
Point of display sales staff 5,684,673 6,565,427
Dealers' commission 5,536,374 8,951,217
Customer care 5,518,112 B,677,599
Point of display and flagship rental 3,705,995 4,731,898
Markeling and advertisement 2,401,085 5527 361
Provision for doubtful debts q 1,005,550 1,210,669
Public relation, promotion and cormmunicalion 668,247 582,253
Others 539,243 823,743
25,059,279 37,080,167
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Jolnt Stock Company)

Notes to the financial statements for the year ended March 31, 2014
{All amounls in Saudi Riyals unless olherwise stated)

General and administration expenses

2014 2013
Government fees 14,488,078 21,940,164
Computer accessories & software 4,763,671 101,402
Medical, visa and igama charges 3,149,005 2,760,776
Professional & consultancy charges 2,241,537 1,793,301
Founding shareholders fee (note 22) 1,871,587 2,211,118
Business travel 966,953 1,433,963
Insurance charges 932,566 1,018,268
Manpower services 901,241 982 977
Withholding tax (vendors) 552,010 480,404
Ulilities charges 434,821 4,225,487
Subscription & memberships 251,913 261,869
Board of members’ remunerations (note 23) - 300,000
Others 2,876,088 2,687,662

33,409,470 40,208,411

Financlal charges

2014 2013

Tawarroq Financing Costs 5,833,718 7,078,697
Faunding shareholders' fee (Note 23) 615,163 702,623
Letier of guarantee charges 28,973 12,735
Others 727,642 1,001,667
7,205,496 8,795,722

Loss per share

Lass per share for the years ended March 31, 2014 and 2013 is calculaled by dividing the loss for ihe year by
lhe weighled average number of shares outstanding during the year (see also note 26).

Zakat and income tax matters
20.1 Zakat and income tax status

The Company has filed its zakal and income tax with the Deparimentl of Zakal and Income Tax ("DZIT™) for the
years up to lhe year ended March 31, 2013,

The Company has nol received any final assessments as of ihe date of approving lhe accomparnying financial
statements for Issue,
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company}

Notes te the financial statements for the year ended March 31, 2014
(All amounis in Saudi Riyals unless olherwise staled)

20.2 Zakat calculation

The significant components of the zakal base of the Company under zakal and income tax regulation are
principally comprised of shareholders' equity, provisions al lhe beginning of year, long-lerm borrowings and
estimated taxabke income, less deductions for the net book value of property, planl and equipment and cerlain

other items,

2014 2013
Shareholders' equity 1,575,000,000 1,576,000,000
Accumulated losses: (638,982,200) {400,636,514)
Long-term accounts payables 49,868,263 49,868,263
Tawrooq Islamic financing 194,175,776 225,243,804
Provisions 22,931,934 18,258,796
Propedy planls and equipments (1,008,550,548)  (1,159,182,237)
Financial charges deduclible for zakat purposes (6,477,854) (7.794,055)

Adjusted net loss for the year
Zakal base

Altribulable to Saudi and GCC shareholders (96%)

{219,078,988)

(301,733,045)

(31,113,618)

{974,868)

{29,869,073)

{935,892)

Zakat is payable al 2.5 percent of higher of the approximate zakat base and adjusted net income. However,
no zakal is payable due to negalive zakat base, as shown above (see also nole 20.4).

20.3 Income tax calculation

2014 2013
Share of foreign shareholder in the adjusted net loss at 4% (8,763,160) {12,069,322)
Carry forward losses adjusted up 1o 25% of adjusted nel loss - -
Adjusted net loss for tax purposes {B,763,160) {12,069,322)

Estimaled tax liability

Estimated tax liability is calculated at 20% of adjusted net income attributable to the foreign shareholder. The

Company was nol subject lo income tax since it incurred Iosses in 2014 and 2013.
20.4 Ad)usted net loss calculation
The following are lhe significant components to calculale the adjusted nel loss.

2014

Calculalion of adjusted nat loss:

Net loss for lhe year
Difference in depreciation rales used under accounting and

(249,274,971)

zakal regulations 17,544,965
Provisions 3,035,158
Withholding fax 552,010
Financial Charges 6,477,854
Qthers 2,585,996

2013

(274,124 ,614)

(39,826,005)
3,761,930
480,404
7,794,055
181,185

Adjusted net loss {219,078,988)

(301,733,045)
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(All amounts in Saudi Riyals unless otherwise stated)

20.5 Provlsion for zakat and income tax

Provision in respeci of zakal and income tax is charged to the slatement of changes In shareholders’ equity, i
any. However, the Company is not liable o zakal and Income tax in view of the fact that lhe zakat base and
the adjusied net loss for the last two years were In negative value.

Commitments and contingencies

a) Major capital commitments

The company had commilmenls resulting from major capilal expendilure contracls which were enlered inlo
and nol yel executed at ihe balance sheet date amocunting approximately lo Saudi Riyals 450 million
(March 31, 2013: Saudi Riyals 51 million) out of which, Saudi Riyals 400 million are resulting from the IRU
agreement signed with Bayanat as discussed below.

The Company announced on March 31, 2014 Ihal il signed an Indefeasible Rights of Use (IRU) Agreement on
March 30, 2014 with Bayanat Al-Oula Network Services Company "Bayanat’, a subsidiary of Efihad Elisalal
Company "Mobily". According to the agreement, Bayanat granted GO an indefeasible right of use for 50
thousand ports on the fiber optics network related 1o Bayanat. The indefeasible rights of use agreement allows
both parties to agree upon increasing used porls by GO to reach 250 thousand ports. The ports are used lo
provide broadband inlermet and fixed telephone services for household sector and private businesses of small
entities sector.

b) Letters of credit and guarantee

The Company's bankers have issued letters of credil and guaraniees amounting to Saudi Riyals 50 million
(March 31, 2013: Saudi Riyals 51 million) (including temporary sub allocalion of facilities) as at the balance
sheel dale.

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

The company filed an appeal 1o the Board of Grievance against the Communications and Information
Technelogy Commission’s assessment decision thal fined the Company an amounl of Saudi Riyals 5 million
reiated to a service provided by the company, the appeal is slill under consideration by the Board of
Grievances in Riyadh, Saudi Arabia.

Segmental information

The segmental Informalion are not currenlly available for the Company to disclose. The Company is warking
on developing such information to be disclosed In the near future.

Related party matters
23.1 Related party transactions

Significanl transaclions wilh related parties in lhe ordinary course of business included in lhe financlal
stalements are summarized below:

Nalure of Iransaclions 2014 2013
Interconnection revenue 7,378,748 334,355
Data revenue 2,766,073 55,872
Managemenl Feas 1,872,105 2,211,118
Voice Interconnection Cost 1,382,555 2,969,683
GMPLS Lease circuit invoices 1,000,000 -
Compensalion for corparale guaranlees issued by the

founding shareholders 615,163 702,623
Other charges 10,500 1,066,278
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ETIHAD ATHEEB TELECOMMUNICATICON COMPANY

(A Saudi Joint Stock Company)

Notes to the financial statements for the year ended March 31, 2014
(All amounts in Saudi Riyals unless otherwise staled)

23.2 Reslated party balances

Significant year end balances arising from transaclions with related parties are as follows:

(i) Trade receivable from related parlies

2014 2013
BATELCO B,913,892 334,355
Atheeb Trading Company Lid. 718,014 -
SAMACO 510,744 -
Atheeb Integraph 97,150 -
UFM Radio 86,400 43,200
10,326,200 377,555

(liy  Due to relaied parties
2014 2013
BATELCO 15,227,265 11,761,675
Al Nahla Trading and Contracting Company Lld. 1,740,222 1,607,726
Traco Group Trading and Contracting Company 745,812 689,028
Saudi Internet Company Lid. 559,358 516,769
Atheeb Computer and Communications Company Ltd. 558,358 516,768
Alheeb Maintenance and Services Company Lid. 559,358 516,769
Atheeb Trading Company Lid. 645,397 446,145
20,038,770 16,054,781

24 Operating Lease
The Company has various operating leases for its offices, warehouses and production facilities. Rental
expenses for the year ended March 31, 2014 amounted to Saudi Riyals 48.2 million (March 31, 2013: Saudi
Riyals 50.4 million).

Future rental commitments at March 31, 2014 under lhese operating leases are as follows:

Years ending March 31: Saudi Riyal
2015 42,820,420
2016 42,497 514
2017 41,705,563
2018 32,745,358
2019 11,667,873
After thal 1,838,238

173,394,966

25 Reclassifications

Certain reclassifications have been made in the comparalive fligures to conform to the presenlation for the
curreni year,
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(A Saudi Jolnt Stock Company)

Notes to the financlal statements for the year ended March 31, 2014
(All amounts in Saudi Riyals unless otherwise sialed)

Restatement of certain capitalizable cosls

At lhe year ended March 31, 2014, the Company reassessed cosis of capitalizable nalure which were charged
1o cost of revenues in prior years.as a consequence, the Company restated cerlain prior years' amounts lo
capilalize cerlain amounis in technical employees cost. The capitalized cosls were added 1o the cost of
"Network Infrastruclure® under property and equipment and depreciated on stralghtl line basis using the related
asset category depreciallon rate ranging from 4 to 15 years. Accordingly the related comparative amounts and
balances presented in the financial statements as of April 1, 2012 and as of and for the year ended March 31,
2013 were reslated as follows:;

Balance as
previously Balance after
reported restatement
Balance sheet: April 1, 2012 April 1, 2012
Property and Equipment, net 1,055,058,358 1,095,798,145
Accumulated losses (400,636,514) (358,866,727)
Balance as
previously Balance after
reported restatement

March 31, 2013 March 31, 2013

Property and Equipment, nel 921,277,390 962,017,177
Accumulaied Losses (674,761,128} (638,982,200)
Amounts as
previously Amounts after
reported restatement
Income statement: March 31, 2013 March 31, 2013
Cosl of revenues (219,190,854) {216,665,766)
Depreciation and amortizalion (182,380,048} (189,865,805)
Gross profil 47,293,154 40,818,242
Loss from main operations {268,166,462) (273,127.321)
Net loss for the year (274,124,614) (279,085,473)
Amounts as
previously Amounts after
reported restatement
Loss per share: _March 31,2013 March 31, 2013
Loss from maln operations (1.70) {1.73)
Nel Loss for the year (1.74) (1.77)

The Company's management believes the reassessment of such capitalizable cosis as shown above more
accuralely reflect the Company's financlal position and resulls of operalions for the current and previous
years, Had the Company nol made Ihe reassessmenl of such capitalizable costs, the losses for the year
ended March 31, 2014 would have been lower by an amounl of SR 4.8 million while accumulated losses
would have been higher by SR 31 million. These resiatemenls have been made subsequent lo the issuance of
the reviewed interim financial slalements as of and for the quarter ended March 31, 2014.
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