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independent auditor's report on review of condensed interim
Inancial Statements

To the Shareholder of Etihad Atheeb Telecommunication Company

We were engaged to review the accompanying 30 June 2018 condensed interim financlal statements of Etihad
Atheeb Telecommunication Company (“the Company”) which comprises:

the condensed statement of financial position as at 30 June 2018:
the condensed statement of profit or loss and other comprehensive income for the three-month period
ended 30 June 2018;
the condensed statement of changes in equity for the three-month period ended 30 June 2018;
the condensed statement of cash flows for the three-month period ended 30 June 2018; and
» the notes to the condensed interim financial statements.

Management is responsible for the preparation and presentation of these condensed interim financial
statements in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi
Arabia.

Scope of revierlr

Our responsibility is to conduct a review of the Company's condensed interim financial statements in
accordance with the International Standard on Review Engagements 2410, ‘Review of Interim Financial
Information Performed by the Independent Auditor of the Entity’ that is endorsed in the Kingdom of Saudi
Arabia. However, because of the matters described in the Basis for Disclaimer of Conclusion section of our
report, we were not able to express a review conclusion on these condensed interim financial statements.

Basis for Disclaimer of Conclusioln

The Company’s condensed interim financial statements as at and for the period ended 30 June 2018 have
been prepared on a going concern basis of accounting. However, we were unable to conclude whether the use
of the going concern assumption basis of accounting to prepare these condensed interim financial statements
is appropriate, due to the following factors:

(a) As disclosed in Note 2 to the condensed interim financial statements, the Company's current liabilities
exceeded its current assets by SAR 536 million as at 30 June 2018, and for the period then ended the
Company incurred a net loss of SAR 21.87 million.

KPMG Al Fozan & Pariners Cerlified Public Ascountants, a
registered company in the Kingdem of Saudi Arabia, and a non-
partner member firm of the KPMG netwerk of independent firms
affiliated with KPMG International Cooperative, a Swiss antity.
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Independent audtor's report onreview of condensed interim
financial Stalements

To the Shareholder of Etihad Atheeb Telecommunication Company (continued)
|

Basis for Disclaimer of Conclusion (continued

(b} The Company's condensed interim statement of financial position includes non-financial assets
amounting to SAR 1,043 million as at 30 June 2018. There was a significant change in the market whereby
the Communication and Information Technology Commission (“industry regulator”} awarded a unified
telecommunications concession to mobile telecommunications network operators. However, the industry
regulator did not award the Unified License to the Company. Management has carried out an impairment
assessment in accordance with IAS 36 “Impairment of assets”, and has determined that the recoverable
amounts of the aforementioned assets exceed their carrying amounts as at 30 June 2018 and hence no
impairment loss has been recognized. Management's impairment assessment is highly dependent on a
number of subjective judgements and assumptions about future business performance. Certain
assumptions made by management in the impairment review are key judgments, including deferral of
payments to key suppiiers, cash flows, overall long-term growth rates and discount rate. The impairment
review includes the assumption that the Company will successfully raise fresh equity, either from existing
shareholders or potential investors and will acquire ongoing financial and technical support from its key
suppliers to implement the business plan. However, as of the date of approval of the condensed interim
financial statements, a binding agreement has not been signed with any potential investor nor with key
suppliers, confirming their continued financial and technical support, including acceptance of deferment
of payments. Moreover, the business plan is highly sensitive to changes in the revenue and the operating
cost growth rates and any reasonably possible change in these assumptions could lead to the erosion of
headroom in the impairment assessment.

(c) The Company has an overdue balance owed to its key supplier amounting to SAR 619 million as at 30
June 2018. The Company has contacted the key supplier with the intention of entering into an agreement
to restructure the repayments of the amounts owed to them. The discussions with this key supplier are
still ongoing.

The condensed interim financial statements have been prepared using the going concern assumption basis of
accounting as the Board of Directors are of the view that the Company will be able to successfully complete
the restructuring of the repayment terms of the key supplier as discussed In Note 2 to the condensed interim
financial statements. However, we are unable to conclude whether the use of the going concern assumption
basis of accounting to prepare these condensed interim financial statements is appropriate as the outcome of
the restructuring has yet to be satisfactorily concluded at the date of these condensed interim financial
statements and is inherently uncertain. If the going concern assumption basis of accounting is not appropriate
and the condensed interim financial statements were presented on a realisation basis, the carrying value of
assets and liabilities may be materially different from that currently recorded in the condensed Interim
Statement of Financial Position. If the Company is unable to continue in operational existence for the
foreseeable future, the Company may be unable to discharge its liabilities in the normal course of business
and adjustments may have to be made to reflect the situation that assets may need to be realised other than
in the normal course of business and at amounts which could differ significantly from the amounts at which
they are currently recorded in the condensed interim Statement of Financial Position. In addition, the Company
may have to reclassify its non-current assets and non-current liabilities as current. No such adjustments have
been made to these condensed interim financial statements.

Our independent Auditor's Report, dated 25 June 2019, of the Company as of and for the year ended 31 March
2018 included a disclaimer of opinion in respect of those matters.
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Independent auditor's report on review of condensed interim
inancial statements

To the shareholders of Etihad Atheeb Telecommunication Company (continued)

Disclaimer of conclusion

Because of the significance of the matter described in the Basis for Disclaimer of Conclusion section of our report
and thelr possible cumulative effect on the condensed interim financial statements, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis of a review conclusion on the accompanying 30
June 2018 condensed interim financial statements of Etihad Atheeb Telecommunication Company.

For KI?MG Al Fozan & Pariners

Khalil Ibrahi #0 G
H - A, eﬂl‘ﬁed Pubii A(;GO“".“”“.
License No: 371 MG Al Ft:; z|;n g P2

Riyadh on: 3 Dhul Hijjah 1440 H
Corresponding to: 4 August 2019



ETIHAD ATHEEB TELECOMMUNICATION C OMPANY
tA Saudi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF FINANCYAL POSITION
Asat 30 June 2018
{Saudi Arabian Riyals)

Un-auditeg Audlied

Now 36 June ggm 31 March 2018
ASSETS
Nog-carrent assets
Property and equipment 5 248,494,829 256,238,672
intangibles 6 794,508,409 $07.868.470
Total non-current assets 1.043,003,238 1,064,107,142
Cuarrent assefs
Inventories 1,305,252 1,606,218
Trade receivables 7 192,222,202 178,701,905
Prepayments and other curtant assets 125,731,032 94,960,655
Cash and cash equivalents § __ 60459,313 33,880,263
Total current assets 375,117,799 325,149,041
TOTAL ASSETS _1,422.721,037 1,393,256,183
EQUITY AND LIABILITIES
Equity
Share capital I 472,500,000 472,500,000
Avcumulated losses (219,917,260} (188,550,905)
Total equity 252,582,740 283,949,095
Linbilities
Nom-current liabitities
Tawarog Isiamic Financing 10 31,068,146 38,835,177
Long term accounts payable 1 145,885,808 183,204,448
Defined henefit obligation - employees* benefit 11,518,823 11,628,000
Provision for decommissioning cost 2,897,919 2,870,856
Deferred pain 63214311 66,428 598
Total non-currant liabilities 254,585,004 302,967,079
Current liabilities
Tawarog Istamic Financing - current portion 131 31,068,126 31.068,119
Auvcounts pavable — short term 675,970,132 584,033,550
Arcrued expenses and other current liabiities 149,261,584 131,132,275
Deferred gain -~ current portion 12,857,112 12,857,112
Defecred income 43,697,381 42,549,955
Provision for Zakat and tax 18 2,698,958 2,698,058
Total curreat liabilities 915,553,293 806,340,009
Total liabilities 1,170,138,297 1,109,307,088
TOTAL EQUITY AND LIABILITIES 1,422,721,037 _,‘!1,393125__5“ 83

. The accompanying notes (1) through (20) form an
integral part of these condensed interim financial statementa,
o
Fahad Albawardi . Maba0id Al Abduflah
Acting Chief Executive (fficer . . 2;‘ Acting Chief Financial Officer
Husam Sadagah

Chairman
3




ETIHAD ATHEER TELECOMMUNICATION COMPANY
(A Saudi Joint Stack Company?
CONDENSED INTRRIM STATEMENT OF COMPREHENSIVE INCOME (Unegndited)
For 1he threa months period ended 30 June 2018
tSaudi Arabian Riyals)

For the three months period ended
Noie 30Jupe2018 20 June 2017

Revenue, net 104,665,166 136,026,012
Cost of services (72,231,051} (1 10,946,008)
Gross profit 32,434,115 25,077,004
Setling and marketing expenses (8,870,920)  (18,757,661)
Depreciation and amortization 5.6 (22,092,492) (24,701,962)
Allowanee for impairment in trade receivables (8,800,649) (1,500,786)
General and sdminist-ative expenses (25,578,666) (31,371,101)
Other income 13 _ 15222880 | 12,271 56%
Operatiag (loss) / profit (17,685,760) 61,017,063

Finance costs ~—(4,184,463) (5,593,132

(Loss}/ profit for the period ~{21,870223) _ 55423031

Other comprehensive income

feems that wiil not be reclassitied ro pratit or less i
subsequent perigds

Re-meacurement of defined benefit abligation —_ - -

Total comprehensive (loss) / income for the period (21,870.223) 55,421,931

(L.oss) / earnings per share — basic and diluted 14 {0.46) 1.17

The accompanying notes (1 through (20) form an

integral part of these condensed interim financiai statements,
.
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company}

CONDENSED INTERIM STATEMENT OF C HANGES IN EQ

For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

Balance at 01 April 2018

Impact of adoption of [FRS 9
Balance at April 1,20158 ( Adjusted)

Loss for the petiod
Other comprehensive income

Total comprehensive loss for the period

Balance at 30 June 2013

Baiance at 01 April 2017

Reduction of share capital to absorb lasses
Protit for the petiod

Other comprehensive incame

Total comprehensive income for the period

Balance at 30 June 2017

The accompanying notes (1) through (20} form an

Noie

Share capital
472,500,000

72,500,000

’ ]
L]
e ———

UITY (Un-audited)

Accumulgted
lossen Tota)l
(188,550,905) 283,949,095
(9,496,132) (9,496,132
(198,047,037) ~ 274,452.963
(21,870,223} | (z:,s:'a.m)J
T@LE053 g

472,500,000 (219,917,260) 252,582,740

Accumulated
Share capital logses Total
1,575,000,000 (1,254,403,543) 320,596,457
(945,000,000 945,000,000 -
” 55,423,931 !"'?5.423,93.1_J
. 55,423,93: 55.125.93.1-

630,000.000 A(EE,D?%S!@) 376,020,388

integral part of'these condensed interim financial statements.

o %



ETIHAD ATHEER TELECOMMUNICATI
(A Saudi Joint Stock Compa
CONDENSED INTERIM STATEMENT OF CASH FLO
For the three months period ended 30 June 20
{Saudj Arabian Riyals)

Cash flows from operating activities

{Loss) / profit for the period

Adjustments for non-cash items:

Depreciation and amortization

Gain an disposat of property and eqQuipment

Amortization of def
and equipment

Allowance for impairment in trade receivables

Finance costs

Provision for employees’ end of service benefits

Changes in working capital

Inventories

Trade recejvables

Prepayments and other current assets
Accounts payable

Accrued expenses and other custent liabilities
Deferred income

Finance costs paid

Employees’ end of service benefits paid

Net cash gencrated from / (used in) operating
activities

Cash flows from investing activities
Addition to property and cquipment
Addition to intangibles

Net cash used in investing activities

Cash flows from financing activities
Repayment of Tawarog Islamic Financing
Net cash used in financing activities

Net increase / (decrease) in eash and cash
equivalents

Cash and cash equivalents at the Beginning of the
period

Cash and cash equivalents at the end of the period

erred gain on disposal of oroperly

ay)

ON COMPANY

‘:’\sis (Un-audited)

For the thres manths period ended _

(21,870,223
22,092,492

H

(3.214,287)
8,800,649
778,972

e A53,000
7,040,603

300,966
(31,817,078)
(57,081,284)

78,928,806
18,129,309
1,147,426
16,648,748
(635,909)
(678,177)

15,334,662

(988,588)

(988,588)

- - A7,767,024)

30 June 2017
55,423,931

24,701,962
(97,921,898)

(1,071,429)
1,500,786
5,593,132

e 653,805
(11,119,711

193,544
(18,075,503)
(61,361,775)

63,813,908
26,588,442
7,832,886
(7,793,984)
(938,322)
(60,774)

(8,793,080)

(1,282,839)
37,994,8

(39,277,384)

767,044

—{7,767,044)
- 1:767,024) (7,767,044)

6,579,050

53,880,263

(55,837,508)

102,693,540

50,459,313 46,856,032

The accompanying notes (1} through (20) form an
integral part of these condensed interim financial statemgnts,

Jan
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

ORGANIZATION AND ACTIVITIES
General information

Etihad Atheeb Telecommunication Company (the “Company™), is a Saudi Joint Stock Comparny
registered in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273)
issued in Riyadh on 30 Safar 1430H (corresponding to 25 February 2009). The registered address
of the Company is P.O. Box 25039 Riyadh 11391 Kingdom of Saudi Arabia.

Pursuant to the Ministerial Resolution No.41 dated 18 Safar 1429H (25 February 2008) which
was approved by the issuance of Royal Decree No. M/6 dated 19 Safar 1429H (26 February
2008), the Company was granted a fixed-line telecommunication license and the used-frequency
spectrum to provide fixed telephone services in the Kingdom of Saudi Arabia for a period of 25
years (starting on I April 2009 and ending on 31 March 2034). On 30 Rabi’l 1438H
(corresponding to 29 December 2016), the Communications and Information Technology
Commission (CITC) has extended the life of the Company’s license by 15 years (ending on 31
March 2049) (see note 6.1).

The objective of the Company is to provide various fixed line and wireless services such as voice,
data services, broadband internet services, internet telephony services, international gateway, and
fixed telephone lines to individuals, homes and businesses. The Company commenced
commercial operations from 1 January 2010.

As at 30 June 2018, the authorized, issued and paid up share capital of the Company is SAR 472.5
million divided into 47.25 million shares of SAR 10 each, The founding shareholders of the
Company have subscribed and paid for 19.50 million shares and the remaining 27.75 million
shares have been subscribed by the general public, Subsequent to 30 June 2018, the Board of
Directors of the Company recommended to reduce the Company’s share capital by SAR 121.97
million, in their meeting held on 27 March 2019, in order to comply with the Article 150 and 224
of the new Companies’ Regulation. The aforesaid reduction has been approved in the extra
ordinary general meeting of shareholders held on 24 April 2019. Accordingly, the Company’s
share capital has been reduced to SAR 350.53 million.

On 2 August 2017, the Company announced that it has received a letter from CITC, dated 1
August 2017, stating that the Board of Directors of CITC, in their meeting held on 23 July 2017,
has accorded first approval for the grant of the Unified License to the Company and has referred
the matter to the Council of Ministers for their final approval. However, the Company has received
another letter from CITC, dated 21 May 2018, stating that the Company’s application for the
Unified License has been rejected.

In June 2017, the Company won frequency spectrum, in the 700 MHz and 1800 MHz bands, in
the auction organized and supervised by CITC and would be eligible for these frequencies once
regulatory requirements are met. These frequencies would be required by the Company to enhance
its telecommunication network once it obtains the Unified License. The total consideration
payable for these frequencies was SAR 2,065 million of which 30% (equivalent to SAR 619
million) was required to be paid upfront and the remaining amount was payable in 10 equal
quarterly installments. The Company intended to finance the acquisition through facilities.

In October 2017, the Company received notification from CITC stating that CITC has cancelled
the abovementioned frequencies awarded to the Company due to non-payment of the first
installment by the Company. Moreover, in February 2018, CITC also encashed a performance
bond of SAR 50 million earlier issued by the Company in favor of CITC at the time of
participating in the auction.

The Company filed an appeal against CITC with the Court for returning the full amount of the
petformance bond encashed by CITC. On 30 June 2019 the appeal were rejected by the Court.
The Company has also filed a case against CITC for the withdrawal of frequencies won by the
Company in the auction held by CITC, The case is pending for hearing in the Court,

7 or C\"(
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)

For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

BASIS OF PREPARATION

Statement of compliance

These condensed interim 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 (SOCPA)
and should be read in conjunction with the Company’s last annual financial statements as at and
for the year ended 31 March 2018 (“last annual Financial Statements”). These condensed interim
financial statements do not include all of the information required for a complete set of IFRS
Financial Statements. However, selected accounting policies and explanatory notes are included
to explain events and transactions that are significant to understand the changes in the Company’s
financial position and performance since the last annual Financial Statements.

Busis of measurement

These condensed interim financial statements have been prepared on the historical cost basis of
accounting using going concern basis.

As at 30 June 2018, the Company’s current liabilities exceeds its current assets by SAR 536
million (31 March 2018: SAR 477 million). Moreover, the Company has accumulated losses
amounting to SAR 220 million as of 30 June 2018, which approximate 46.54% of the Company’s
share capital.

The Company’s management believes that the Company’s business will improve and that it will
be able to meet its obligations as and when they become due. The Company’s current cash flow
forecasts are critically dependent upon the continued deferral of payments and ongoing support
by its key suppliers and accordingly the Company manages repayment terms with its key
suppliers. Based on the level of support that continues to be provided by the key suppliers of the
Company, the Company does not currently anticipate the key suppliers and creditors to demand
repayment from the Company. The Company has negotiated with one of its key supplier and has
successfully rescheduled the payment terms.

Further, the management is also considering certain other aspects to improve the Company’s
performance mainly including the enhancement of the Company’s existing network
infrastructure, deployment of new technologies, exploring alternative uses of the Company’s
frequency spectrum, and cost optimization plans,

Regarding the circumstances outlined above, the directors have concluded that there is a
reasonable expectation that the Company can continue to pay its operational debts as they fall due
for the foreseeable future (taking into account the expectations of the Company in relation to the
ongoing discussions with key suppliers). Accordingly, they continue to adopt the going concern
basis in preparing the condensed interim financial statements. The condensed interim financial
statements do not include the adjustments that would result if the Company were unable to
continue as a going concern.

Functional and presentation currency

These condensed interim financial statements are presented in Saudi Arabian Riyals (SAR), which
is the functional currency of the Company. All amounts have been rounded to the nearest SAR,

unless otherwise indicatet(
4
Qr ‘



d)

341

aj

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

BASIS OF PREPARATION (CONTINUED)

Use of estimates and judgments (continued)

The preparation of these condensed interim financial statements in conformity with IFRSs
requires management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

In preparing these condensed interim financial statements, the significant judgments made by
management applying the Company’s accounting policies and the key sources of estimation
uncertainty are same as those described in the last annual financial statements of the Company
except for new significant judgments and key sources of estimation uncertainty related to the
application of IFRS 9 and IFRS 15, which are described in note 3 below.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in these condensed interim financial statements are consistent
with those that were applied in the Company’s last annual financial statements in accordance with
IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
issued by SOCPA for the year ended 31 March 2018, except for the adoption of new standards
effective as of 1 April 2018. The changes in accounting policies are also expected to be reflected
in the Company’s financial statements as at and for the year ending 31 March 2019. The Company
has not early adopted any other standard, interpretation or amendment that has been issued but is
not yet effective.

New accounting standards adopted during the period

The Company has initially applied IFRS 9 Financial Instruments and IFRS 15 Revenue from
Contracts with Customers (see a) and (see b) from 1 April 2018. Due to the transition methods
chosen by the Company in applying these standards, comparative information throughout these
financial statements has not been restated to reflect the requirements of the new standards, except
for separately presenting impairment loss on trade receivables.

IFRS 9 Financial Instruments

IFRS 9 sets out requirements for recognizing and measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial items. This standard teplaces 1AS 39 Financial
Instruments: Recognition and Measurement.

The details of new significant accounting policies are set out below.

i. Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement
of financial liabilities. However, it eliminates the previous IAS 39 categories for financial assets
of held to maturity, loans and receivables and available for sale.

The adoption of IFRS 9 has not had a significant effect on the Company’s accounting policies
related to financial liabilities. The impact of IFRS 9 on the classification and measurement of
financial assets is set out below.

Under IFRS 9, on initial recognition, a financial asset is classified as measured at: amortized cost;
Fair Value through Other Comprehensive Income (FVOCI) — debt investment; FVOCI — equity
investment; or Fair Value through Profit and Loss (FVTPL). The classification of financial assets
under IFRS 9 is generally based on the business model in which a financial asset is managed and
its contractual cash flow characteristi‘,cs,.(

L
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)

For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
IFRS 9 Financial Instruments (continued)

A financial asset is measured at amortized cost if it meets both of the following conditions and is
not designated as at FVTPL:

- It is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

- Its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCT if it meets both of the following conditions and is not
designated as at FVTPL:

- It is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

- Its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This
election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortized cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the
Company may irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

A financial asset (unless it is a trade receivable without a significant financing component that is
initially measured at the transaction ptice) is initially measured at fair value plus, for an item not
at FVTPL, transaction costs that are directly attributable to its acquisition.

The following accounting policies apply to the subsequent measurement of financial assets.

Financial assets at These assets are subsequently measured at fair value. Net gains and

FVTPL losses, including any interest or dividend income, are recognized in
condensed interim statement of profit or loss.

Financial assets at These assets are subsequently measured at amortized cost using the

amortized cost effective interest method. The amortized cost is reduced by

impairment losses. Interest income, foreign exchange gains and losses
and impairment are recognized in condensed interim statement of
profit or loss. Any gain or loss on derecognition is recognized in
condensed interim statement of profit or loss.

Debt investments at These assets are subsequently measured at fair value. Interest income

FVOCI calculated using the effective interest method, foreign exchange gains
and losses and impairment are recognized in condensed interim
statement of profit or loss. Other net gains and losses are recognized
in condensed interim statement of other comprehensive income, On
derecognition, gains and losses accumulated in condensed interim
statement of other comprehensive income are reclassified to
condensed interim statement of profit or loss,

Equity investments at These assets are subsequently measured at fair value. Dividends are
FVOCl recognized as income in condensed interim statement of profit or loss
unless the dividend clearly represents a recovery of part of the cost of
the investment. Other net gains and losses are recognized in condensed
interim statement of other comprehensive income and are never

reclassified to condensed interim statement of profit or loss,,. ’
h)
&
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

3. SIGNIFICANT ACCOUNTING POLICIES (CON TINUED)

ii. Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses (ECL) on debt instruments
that are measured at amortized cost or at FVOCI, accounts receivable and financial guarantee
contracts. No impairment loss is recognized for investments in equity instruments. The amount
of expected credit losses reflects changes in credit risk since initial recognition of the respective
financial instrument,

The Company applies the simplified approach to calculate impairment on accounts receivable and
this always recognizes lifetime ECL on such exposures. ECL on these financial assets are
estimated using a flow rate based on the Company’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic conditions and an assessment of both the
current as well as the forecast direction of conditions at the reporting date, including time value
of money where appropriate.

For all other financial instruments, the Company applies the general approach to calculate
impairment. Lifetime ECL is recognized when there has been a significant increase in credit risk
since initjal recognition and 12 month ECL is recognized when the credit risk on the financial
instrument has not increased significantly since initial recognition,

The assessment of whether credit risk of the financial instrument has increased significantly since
initial recognition is made through considering the change in risk of default occurring over the
remaining life of the financial instrument.

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Company compares the risk of a default occurring on the financial
instrument as at the end of the reporting period with the risk of a default occurring on the financial
instrument as at the date of initial recognition. In making this assessment, the Company considers
both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available.

The Company assumes that the credit risk on a financial instrument has not increased significantly
since initial recognition if the financial instrument is determined to have low credit risk at the
reporting date. A financial instrument is determined to have low credit risk if; 1) the financial
instrument has a low risk of default, ii) the borrower has a strong capacity to meet its contractual
cash flow obligations in the near term and iii) adverse changes in economic and business
conditions in the longer term may, but will not necessarily, reduce the ability of the borrower to
fulfill its contractual cash flow obligations,

The measurement of expected credit losses is a function of the probability of default, loss given
default (i.e. the magnitude of the loss if there is a default) and the exposure at default. The
assessment of the probability of default is based on historical data adjusted by forward-looking
information.

The Company recognizes an impairment loss or reversals in the condensed interim statement of
profit or loss for all financial instruments with a corresponding adjustment to their carrying
amount through a loss allowance account, except for investments in debt instruments that are
measured at FVOCI, for which the loss allowance is recognized in condensed interim statement
of comprehensive income and accumulated in the investment revaluation reserve, and does not
reduce the carrying amount of the financial asset in the condensed interim statement of financial

position.
Cy V7
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

IFRS' 9 Financial Instruments (continued)
Derecognition

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

s  The rights to receive cash flows from the asset have expired; or

o The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a “pass-
through® arrangement; and either:

(i} the Company has transferred substantially all the risks and rewards of the asset, or
(ii} the Company has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

IFRS 15 Revenue from Coniracts with Customers

The Company has adopted IFRS 15 using the cumulative effect method with the effect of initially applying
this standard recognized at the date of initial application (i.e. 1 April 2018). Accordingly, the information
presented for the period ended 31 March 2018 has not been restated.

The details of the new significant accounting policies and the nature of the changes to previous accounting

policies in relation to the Company’s revenue are set out below.,

fee revenue

Type of Nature, timing of satisfaction of performance | Nature of the changes in
products / | obligation, significant payment terms. accounting policy
service
Data  and | Revenue from data and voice services is recognized | The Company’s revenue recognition
voice when obligation is performed or services are rendered. | policy is already in line with IFRS 15 and
revenue When services include multiple performance | no change in required.

obligations, the Company allocates transaction price to

cach distinct performance obligation based on

respective standalone selling price. If performance

obligations are not distinct, revenue is recognized over

the contract term. Revenue from additional

consumption is recognized when services are rendered.
Installation | The B2C services provided by the Company has one- | Previously, setup and installation fees
and set-up | time installation and set-up fee elements that is | were recognized as revenue, as and when

invoiced to the customer at the inception of the service.

The Company identifies that one-time installation and
set~up fees as incidental to the provision of services
under the contract and that the customer cannot benefit
from the installation and set-up alone.

they were invoiced to the customer.

Under IFRS 15 such installation and set-
up fee will be recognized as revenue over
the average contract life.

Costs to | The Company incurs costs that are solely incremental | Previously, certain costs that were
obtain /| to incurred in obtaining contracts (i.e.
fulfill - obtaining contracts with customers (i.e. | commission, sales incentives etc.) /
contracts commission, sales incentives etc.) fulfilling performance obligations under

- fulfilling the obligations under the contracts with
customers (i.e. sub-contractor costs)

and that would not otherwise be incurred.

contracts with customers (i.e. sub-
contractor costs) were charged to the
statement of profit or loss as and when
they were incurred.

Under IFRS 15, all such costs that are
incremental and incurred directly as a
result of obtaining a contract / fulfilling
obligations under a contract with a
customer and are capitalized and
amortized over the contract term, to the
extent that the Company intends to
recover such balances.

12
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {(Un-audited)
For the three months period ended 30 June 2018

(Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CON TINUED)

IMPACT OF ADOPTION OF IFRS 15 AND IFRS 9

The impact of adoption of IFRS 15 and IFRS 9 on the Company’s condensed interim financial
statements for the three months period ended 30 June 2018 are set out in the following tables.

Impact on the condensed statement of financial position as at 30 June 2018

ASSETS

Non-current assets
Property and equipment
Intangibles

Total non-current assets

Current assets

Inventories

Trade receivables

Prepayments and other current assets
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital
Accumulated losses
Total equity

Liabilities

Non-current liabilities

Tawaroq Islamic Financing

Long term accounts payable

Defined benefit obligation — employees’
benefit

Provision for decommissioning cost

Deferred gain

Total non-current liabilities

Current liabilities

Tawaroq Islamic Financing — current
portion

Accounts payable — short term

Accrued expenses and other current
liabilities

Deferred gain — current portion

Deferred income

Provision for Zakat and tax

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

Balance
without
Balance as per  Adjustment Adjustment adoption of
Financials IFRS 9 IFRS 15& 9
248,494,829 - - 248,494,829
794,508,409 -- -~ 794,508,409
1,043,003,238 - -~ 1,043,003,238
1,305,252 -- - 1,305,252
192,222,202 -~ (3,832,916) 196,055,118
125,731,032 - -- 125,731,032
60,459,313 -~ - 60,459,313
379,717,799 - (3,832,916) 383,550,715
1,422,721,037 - (3,832,916) 1,426,553,953
472,500,000 - - 472,500,000
(219,917,260) (510,943)  (3,832,916)  (215,173,401)
252,582,740 (910,943  (3,832,916) 257,326,599
31,068,146 - - 31,068,146
145,885,805 - - 145,885,805
11,518,823 11,518,823
2,897,919 - 2,897,919
63,214,311 -- - 63,214,311
254,585,004 -- - 254,585,004
31,068,126 31,068,126
675,970,132 -- - 675,970,132
149,261,584 149,261,584
12,857,112 - - 12,857,112
43,697,381 910,943 -- 42,786,438
2,698,958 - - 2,698,958
915,553,293 910,943 - 914,642,350
1,170,138,297 910,943 1,169,227,354
1,422,721,037 - {(3,832,916) 1,426,553,953
13
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impact on interim statement of profit or loss and other comprehensive income for the three

months period ended 30 June 2018
Balance without

Balance as per  Adjustment Adjustment adoption of
Financials IFRS 15 IFRS 9 IFRS15&9
Revenue, net 104,665,166 910,943 - 103,754,223
Cost of services (72,231,051) - -- {72,231,051)
Gross profit 32,434,115 910,943 - 31,523,172
Selling and marketing expenses (8,870,920) - - (8,870,920)
Depreciation and amortization (22,092,492 - -- (22,092,492)
Allowance for impairment in trade
receivables (8,800,649) - (3,832,916) (4,967,733)
General and administrative expenses (25,578,666) -- - (25,578,666)
Other income 15,222 852 - - 15,222,852
Operating profit / (loss) (17,685,760) 910,943  (3,832,916) (14,763,787}
Finance costs (4,184.,463) - -- (4,184,463)
Net profit / (loss) for the period (21,870,223) 910,943 (3,832,916) (18,948,250)
Other comprehensive income
ltems that will not be reclassified to profit
or loss in subsequent periods
Re-measurement gain on defined benefit - - -- =
obligation
Total comprehensive income / (loss) for
the period (21,870,223) 910,943 (3,832,916) (18,948,250)

NEW STANDARDS AND AMENDMENTS TO STANDARDS ISSUED BUT NOT YET
EFFECTIVE

Standards issued but not ver effective

Following are the new standards and amendments to standards which are effective for annual periods
beginning after 1 January 2019 and earlier application is permitted; however, the Company has not early
adopted them in preparing these interim financial statements.

IFRS 16 Leases

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee recognises a
right-of-use asset representing its right to use the underlying asset and a lease liability representing its
obligation to make lease payments. There are optional exemptions for short-term leases and leases of low
value items. Lessor accounting remains similar to the current standard — i.e. lessors continue to classify
leases as finance or operating leases,

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Detertnining whether an
Arrangement contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease.

The standard is effective for annual periods beginning on or after 1 January 2019 and earlier adoption is
permitted.

The Company is currently assessing the potential impact of adopting IFRS 16 on its financial statements.
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

NEW STANDARDS AND AMENDMENTS_TO STANDARDS ISSUED BUT NOT YET
EFFECTIVE

Other standards

The following amended standards and interpretations are not expected to have a significant impact
on the Company’s financial statements,

IFRIC 23 — Uncertainty over tax treatments

Prepayment features with negative compensation (amendments to IFRS 9)
Long term interests in associates and joint ventures (amendments to JAS 28)
Planned amendments, curtailments or settlement (amendments to IAS 19)
Annual Improvements to IFRSs 2015-2017 Cycle — various standards.
Amendments to reference to conceptual framework in IFRS standard.

IFRS 17 — Insurance contracts. (/‘/(
o
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11.

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {Un-audited)
For the three months pericd ended 30 June 2018

(Saudi Arabian Riyals)
TRADE RECEIVABLES
Note 30 June 2018 31 March 2018
Trade receivables 7.1 241,910,486 210,093,408
Allowance for impairment 7.2 (49,688,284) (31,391,503)

192,222,202 178,701,905

Trade receivables include an amount of SAR 26,891,579 (31 March 2018: SAR 25,291 ,796) due
from related parties. (Note 17)

Movement in allowance for impairment is as follows:

For the For the

period ended year ended

30 June 2018 31 March 2018

Balance at beginning of the period / year 31,391,503 16,430,396
Adjustment on initial application of IFRS 9 9,496,132 -
Charge for the period / year 8,800,649 14,961,107
Balance at end of the period / year 49,688,284 31,391,503

CASH AND CASH EQUIVALENTS

This represents cash heid in current accounts with banks operating in the Kingdom of Saudi
Arabia.

STATUTORY RESERVE

In accordance with the Company's bylaws the Company is required set aside 10% of its net income
each year as statutory reserve until such reserve equals to 50% of the share capital.

TAWAROQ ISLAMIC FINANCING

This represents Islamic mode of financing obtained from a local bank (the "Bank”) utilized to meet
operating expenditure requirements of the Company. The Islamic financing involves the sale and
purchase of commodities with the Bank as per mutually agreed terms. The Company obtained
financing at an average rate of return of Saudi Interbank Offer Rate (SIBOR) plus the bank’s
commission of 1.75% per annum. The Company is to repay the outstanding balance in 8 equal
quarterly installments ending April 2020,

30 June 2018 31 March 2018

Current portion 31,068,126 31,068,119
Non-current potion 31,068,146 38,835,177
62,136,272 69,903,296

LONG TERM ACCOUNTS PAYABLE

This represents payable to STC in respect of the FTTH IRU agreement as explained in Note 1(b)
and Note 6.2, The payable has been discounted to its present value using the market rate.
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12.1

13.

13.1

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {Un-audited)
For the three months period ended 30 June 2018
{Saudi Arabian Riyals)

LONG TERM ACCQUNTS PAYABLE (CONTINUED)
The movement in long term accounts payable is as follows:

30 June 2018 31 March
2018
Balance at the beginning of the year 213,516,948 381,449,394
Addition during the year - 47,525,249
Unwinding of discount for the year 3,056,357 14,542,305
216,573,305 443,516,948
Liability settled through sale of towers (Note 5.1) - (230,000,000)
Balance at the end of the year 216,573,305 213,516,948
30 June 2018 31 March
2018
Current Portion (included in short term accounts
payable) 70,687,500 30,312,500
Non-current portion 145,885,805 183,204,448
Balance at the end of the year 216,573,305 213,516,948
OTHER INCOME
Note  For the three months period ended
30 June 2018 30 June 2017
Gain on disposal of property and equipment 5.1 - 97,921,898
Marketing support income 13.1 12,000,000 12,000,000
Amortization of deferred gain on sale of property
and equipment 3,214,287 1,071,429
Others 8,565 1,278,242
15,222,852 112,271,569

Marketing support income consists of income from STC from various marketing support services
as the Company entered into agreements with STC to market the business sector (see note 1(c)).

LOSS) / EARNINGS PER SHARE — BASIC AND DILUTED

Note _ For the three months period ended

30 June 2018 30 June 2017
Net (loss) / profit for the period (21,870,223) 55,423,931
Weighted average number of shares for the period 47,250,000 47,250,000
(Loss) / earnings per share - basic and diluted (0.46) 1.17

Loss / earnings per share is computed by dividing the loss / earnings attributable to the ordinary
shareholders of the Company for the period ended 30 June 2018 and 30 June 2017, by the weighted

average number of shares outstanding during the pelﬁ(

=\
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

CONTINGENCIES AND COMMITMENTS
Contingencies

Letter of guarantees

The Company's banks have issued letters of guarantees amounting to SAR 50 million (31 March
2018: SAR 50 million) as at the reporting date.

Legal cases status

In the normal course of business, the Company became part of legal cases with a few suppliers and
employees. Management believes that the cases will be decreed in favor of the Company and
accordingly no provision has been recognized.

CITC liability

The Ministry of Finance, in its letter dated 26 August 2017 instructed the Company to pay an
amount of SAR 155.7 million to CITC as royalty. The Company finalized certain aspects of the
mechanism for calculation of the royalty fee payable to CITC and the CITC issued revised invoices
for royalty fees. However, the CITC has also issued royalty fee invoices on internet revenue of the
Company. The management and the legal advisor are of the view that internet revenue is not
subject to the royalty fees and accordingly has raised the matter with the CITC. The management
believes that the actual amount payable to CITC against all of its ¢laims will not exceed the amount
already accrued in the books of accounts and accordingly no accrual has been recorded in respect
of the disputed invoices. Subsequently from 31 January 2018, the CITC has revised the calculation
of the royalty fee to include internet services.

Commitments

The Company has commitments resulting from major agreements which were entered into and not
yet executed at the reporting date amounting approximately to SAR 97.2 million pertaining to the
various vendors.

Operating leases

The Company has varicus operating leases for its offices, warehouses and operational facilities.
Rental expenses for the period ended 30 June 2018 amounted to SAR 13.9 million (30 June 2017:
SAR 11.0 million).

Future rental commitments at 30 June 2018 under these operating leases are as follows:

Twelve months period ending 3¢ June: SAR
2019 13,394,220
2020 1,279,000
2021 378,800
2022 900,800
15,952,820

O of
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15.

ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018

SEGMENTAL INFORMATION

(Saudi Arabian Riyals)

Information regarding the Company’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 Company’s Chief Operating Decision Maker
(CODM) and used to allocate resources to the segments and to assess their performance.

The Company is engaged in a single line of business, being the supply of telecommunication
services and related products. The majority of the Company’s revenues, profits and assets relate
to its operations in Saudi Arabia. The operating segments that are regularly reported to the CODM

are explained below:

- Voice comprise of local and international calls including interconnection.
- Data comprise of internet broadband services provided to business-to-business (B2B) and

business-to-consumer (B2C).

Unallocated represents others which cannot be attributed to any of the reported operating

segment.

Segment assets
Property and equipment
Intangibles

Segment revenue and costs
Revenue, net

Cost of services

Selling and marketing expenses
Depreciation and amortization
Allowance for impairment in trade
receivables

General and administrative
expenses

Other income

Finance cost

Segment assets
Property and equipment
Intangibles

Segment revenue and costs
Revenue, net

Cost of services

Selling and marketing expenses
Depreciation and amortization
Allowance for impairment in trade
receivables

General and administrative
expenses

Other income

Finance cost

Yoice

6,488,651
20,746,058

Yoice

19,642,983
(40,270,243)

(576,875)

Yoice

6,690,857
21,094,913

Voice

45,804,828
(61,856,272)

(645,574)

As at 30 June 2018

Data

242,006,178
773,762,351

For the period ended 30 June 2018

Data

85,022,183
(31,960,308)

(21,515,617)

Unallocated

Unallocated

(8,870,920)

(8,800,649)
(25,578,666)

15,222,852
(4,184,463)

As at 31 March 2018

Data

249,547,815
786,773,557

For the period ended 30 June 2017

Data

90,221,184
(49,092,736)

(24,056,388)

Unallocated

Unallocated

(18,757,661)

(1,500,786)

(31,371,101)
112,271,569
(5,593,132)

Total

248,494,829
794,508,409

Total

104,665,166
(72,231,051)

(8,870,920)
(22,092,492)

(8,800,649)
(25,578,666)
15,222,852
(4,184,463)
Total

256,238,672
807,868,470

Total

136,026,012
(110,949,008)
(18,757,661)
(24,701,962)

(1,500,786)
(31,371,101)

112,271,569
(5,593,132}

The CODM monitors its current assets and all liabilities on an integrated basis. In addition, all of

the Company's services are principally provided in Saudi Aral

21 :<

x



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

RELATED PARTY TRANSACTIONS AND BALANCES

The related parties of the Company comprise the shareholders having significant influence, their
affiliated companies and key management personnel. In the ordinary course of business, the
Company enters into transactions with related parties on terms approved by the Board of Directors

of the Company.
Significant transactions entered into with related parties are as follows:

For the three months period ended

Related parties Relationship Nature of 30 June 2018 30 June 2017
fransaction
Bahrain Telecommunication Sharcholder  Data revenue 1,488,277 1,152,767
Company Interconnection
revenue 16,306 454,437
Interconnection
cost 676,241 1,028,030
Ithraa Capital Company Affiliate Consultancy = 9,792,190
Saudi Arabian Marketing and
Agencies Limited Affiliate Data revenue 79,184 308,453
Bithar Trading Company
Limited Sharcholder  Data revenue 55,091 52,200
Atheeb Saudi Intergraph
Company Limited Shareholder  Data revenue 56,049 40,760
Atheeb Maintenance and
Services Shareholder  Data revenue 20,160 19,150
Etihad Shams Company
Limited Shareholder  Data revenue 11838 =
Founding shareholders Shareholder  Guarantee fee 49,128 93,333

The above transaction resulted in the following balances with these companies:

Due from related parties Relationshkip 30 June 2018 31 March 2018
Bahrain Telecommunications Company Shareholder 22,607,650 21,103,068
Bithar Trading Company Limited Shareholder 2,276,829 2,222,334
Saudi Arabian Marketing and Agencies Limited Affiliate 1,886,331 1,807,147
Atheeb Saudi Intergraph Company Limited Shareholder 65,128 109,495
Atheeb Maintenance and Services Shareholder 39,580 19,420
Etihad Shams Company Limited Affiliate 16,060 30,333

26,891,579 25,291,796
Due to related parties Relationship 30 June 2018 31 March 2018
Bahrain Telecommunications Company Shareholder 25,656,907 24,969,329
Ithraa Capital Company Affiliate - -
Al Nahla Trading and Contracting Company Limited Shareholder 117,134 106,553
Bithar Trading Company Limited Shareholder 1,104,740 1,092,269
Traco Company Trading and Contracting Company  Shareholder 901,351 896,818
Saudi Internet Company Limited Shareholder 676,014 672,612
Bithar Communications & Information Technology
Company Limited Shareholder 676,014 672,612
Atheeb Maintenance and Services Company Limited Shareholder 676,014 672,612

29,808,174 29,082,805

Q( Q’(
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMEN TS (Un-audited)
For the three months period ended 30 June 2018
(Saudi Arabian Riyals)

PROVISION FOR ZAKAT AND TAX

Movement in Zakat provision

The movement in Zakat provision is as follows:
30 June 2018 31 March 2018

Balance at the beginning of the period / year 2,698,958 2,698,958
Charge during the period / year - -
Balance at the end of the period / year 2,698,958 2,698,958

Zakat and tax status

The Company has filed its zakat and tax return with the General Authority of Zakat and Tax
(“GAZT”) for the period/ years up to 31 March 2017.

In July 2015, the GAZT raised zakat and withholding tax (WHT) assessment for the years 2010 to
2012 amounting to SAR 17.43 million and SAR 0.83 million respectively. The Company filed an
appeal with the GAZT against the assessments in August 2015,

In response to appeal filed by the Company, the Preliminary Appeal Committee (PAC) issued
ruling in October 2016 based on which the Company’s zakat liability was reduced to SR 6.98
million while the WHT liability remained the same at SAR 0.83 million. The Company was also
liable to pay fine of SAR 0.6 million as per the PAC ruling, on making delay in the payment of
WHT,

In December 2016, the Company filed an appeal to the Higher Appeal Committee (HAC) against
the PAC ruling in relation to zakat and imposition of delay fine on WHT. However, the Company
has settled the WHT liability of SAR 0.83 million with the GAZT. Further, the management and
the tax advisors are of the view that the appeal will be settled in favor of the Company.

The zakat and tax returns filed by the Company for the years 2013 to 2017 are still under review
by the GAZT.

FINANCIAL INSTRUMENTS — FAIR VALUES

Fair values of financial and non-financial assets and liabilities are determined for measurement
and/or disclosure purpose on the basis of accounting policies disclosed in the financial statements.
As at the reporting date, carrying value of the Company's financial assets and liabilities were
reasonably equal to their fair values.

SUBSEQUENT EVENT

No subsequent event, except for the reduction in the Company’s share capital as disclosed in Note
1, has occurred during and upto the date of the approval of these condensed interim financial
statements that could materially affect the amounts and/or disclosures in these condensed interim
financial statements.

DATE OF AUTHORIZATION

These condensed interim financial statements were authorized for issue by the Board of Directors
on 3 Dhul Qa’dah 1440H (Corresponding to 4 August 201 9).
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