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3

O: THE SHAREHOILDERS CF
ATIHAD ATHEEB TELECOM TUNICATION COMPANY
(A Sandi Joint Stock Company)

Introduction

We have reviewed the accompanying condenscd interim statement of financial pusition of ETIIAD ATIIEER
TELECOMMUNICATION CCMPANY (the "Company ") as at 30 June 2020, and the related condensed interim
statements of profit or loss and othur comprehensive income, vhanges in equity and cash flows for the three month
period then ended, and a summary of significant accounting policies and other explanatory notes. Management is
responsible for the preparation and presentation of those condensed interim financial statements in accordance with
International Accountmg Standard t34) “Interim Financial Reporting” that is endorsed in the Kingdom of Saudi
Arabia. Our responsibility is to €xpress a conclusion on these condensed interim financiai statements based on our
review,

Scope of Review

We conducted our review in accordance with Interiiational Standard on Review Engagements 2410, “Revicw of
interim financial information performed by the independent auditor of the entify”, that is endorsed in the Kingdom
of Saudi Arabia. However, because of the significance of the matters deseribed in the Basis for Disclaimer of
(Conclusion section of our ruport, we were not ablc to express a review conclusion on these condensed interim
financial siatements.

Basis for Disclaimer of Conclusion

The Company’s condensed interim financial statements as at and for the period ended 30 June 2020 have been
prepared on a going conuern basis of accounting. However, we were unablc to couclude whether the nse of the
going concern assumption basis of accounting to prepare these condensed interim financial statements js
appropriate, due to the following factors:

fa) As disclosed in Note 2 of the condensed interim financial statements, the Company s current liabilities exceed
its current assets by SAR 628 million as a1 30 June 2020, and for the period then ended, the Company incurred
a net loss of SAR 12.27 million.

(b} The Compary’s condensed interim staiement of financial position includes non-financial assets amounting to
SAR 1,169.47 million as at 30 June 2020, Management has cari‘ed out an impairment assessment 1n
accordance with the IAS 36 “Impairment of assets”, and has determined that the recoverable amounts of the
aforementioned assets exceed their carrying amounts as at 30 June 2020 and hence no impairment loss has
been recognized. Manageinent’s impairment assessment is highly dependent on a number of subjective
judgements and assumptions about future busincse performance. Certain assumptions made by management in
the impairment review are key judgements, including deferral of payments to key suppliers, cash flows, overali
long-terin growth rates and discount rate. The impairment review includes the assumption that the Company
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, we were unable to obtain
sufficient appropriate andit evidence including binding signed agrecment with the key suppliers, confirming
their continued financial and techuical support, including accaptance of deferment of payments. Morcover, the
business plan is highly sensitive to changes in assumptions and any reasonably possible change in these
assumptions could lead to the erosion of headroom in the impairment of assessment.

Andit, Tax & cons'ifants

Abdull=h M. AlAzem

Musad A. AL Shaikh
Lisense No. 335

Salman B. AlEudairy
License Ng. 653

License No. 283



P

T wamay & ki
i B W
Yk w VD

REPORT ON REVIEW OF CONDENSED INTZRIM FINANCIAL STATEMEINTS (CCNTINJEDR)
ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Jeint Stock Compzany)

Basis for Discialmer of Conclusion (cortinned)

(¢} The Company has an overdue balance owed to its ey suppiier amounting to SAR 681.49 million as at 30
June 2020. 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 the koy supplier are still
ongoing.

The condensed interim financial statements have beon prepared using the going concern assumnption basis nf
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 of the condensed interim financial
statements. However, we are unable to conclude whether the use of going concern assumption hasis 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 basis of accounting is not appropriate and the condensed interim financial
statements weie presented on a realization basis, the carrying value of assets and liabilities may be materially
different from that currently recorded in the condensed interim statements 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 the business and adjustments may have to be made to reflect the situation that
assets may need to be realized other than in the normal course of the business and at amounts which could differ
sigaificantly 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 nom-current
liabilities as current. No such adjustments have been raade to these condensed interim financial statements.

Disclaimer of Conclusion

Because of the significance of the matter described in the Basis for Disclaimer of Conclusion section of our report
and their pussible cumulative effect on the condensed interim {inancial statements, we have not been able to
ubtain sufficient appropriate audit evidence to provide a basis of a review conclusion on the accompanying
condensed interim financial statements of Btihad Atheed Telecommuricstion Compary for the period ended 30

June 2020,
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

As at 30 June 2020
(Saudi Arabian Riyals)

ASSETS

Non-current assets
Property and equipment
Intangibles

Right of use assets

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

Tatal equity

Liabilities

Non-current liabilities

Long term accounts payable

Lease Liabilities

Defined benefit obligation — employees’ benefit
Decommissioning provisions

Total non-current liabilities

Current liabilities

Murabaha financing — current portion
Accounts payable — short term

Accrued expenses and other current liabilities
Lease Liabilities — current portion

Deferred income

Provision for zakat and tax

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

A

The a;émpanymg notes (1) through (21) form an integral

Fahad Al Bawardi
Acting Chief Executive Officer

F

30 June 2020 31 March 2020
Note Unandited Audited

4 217,568,872 221,878,420

5 688,334,572 701,015,742

6 263,570,664 260,274,226

1,169,474,108 1,183,168,388

5,603,573 3,352,483

7 208,955,586 212,396,537

124,460,421 131,461,761

8 121,208,036 122,530,311

460,227,616 469,741,092

1,629,701,724 1,652,909,480

1 228,529,000 228,529,000
(90,054,374) (77,787,152)

138,474,626 150,741,848

11 132,801,657 143,946,006

12 258,899,660 256,450,416

8,171,560 8,310,000

3,123,818 3,094,644

402,996,695 411,801,066

10 - 7,767,084

817,436,470 805,934,288

121,491,143 131,816,320

12 111,696,471 106,745,471

34,907,361 35,404,445

18 2,698,958 2,698,958

1,088,230,403 1,090,366,566

1,491,227,098 1,502,167,632

1,629,701,724 1,652,909,480

ad Al-Saneea
Vice Chairman

f these condens

Mehmoud Al Abdullah

Acting Chief Financial Officer




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
For the three period ended 30 June 2020
(Saudi Arabian Riyals)

Revenue
Cost of services
Gross profit

Selling and marketing expenses
Depreciation and amortization
Impairment loss on trade receivables
General and administrative expenses
Other income

Operating loss

Finance costs
Loss for the period

Other comprehensive income

Items that will not be reclassified to profit or loss in

subsequent periods

Re-measurement of defined benefit obligation
Total comprehensive loss for the period

Loss per share — basic and diluted

The accompanying notes (1) through (21) form an integral part

(c2 et

Fahad Al Bawardi
Acting Chief Executive Officer

statements.

2

For the three month period ended

30 June 2020 30 June 2019

Note Unaudited Unaudited
73,028,019 97,097,511
(33,158,213) (57,418,863)
39,869,806 39,678,648
(7,626,322) (9,755,047
4,56 (25,676,327) (30,897,735)
(2,497,008) (7,294,722)
(12,735,743) (17,677,443)
13 ) — 31,964
(8,665,594) (25,914,335)
(3,601,628) (5,947,183)
(12,267,222) (31,861,518)
(12,267,222) (31,861,518)
14 (0.54) (1.39)

ese condensed inteﬁw

Fahad Al-Saneca
Vice Chairman

Mahmoud Al Abduilah

Acting Chief Financial Officer



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY

For the three month period ended 30 June 2020
(Saudi Arabian Riyals)

Balance at 01 April 2019 (Audited)

Loss for the period

Other comprehensive income

Total comprehensive loss for the period
Reduction of share capital to absorb losses

Balance at 30 June 2019 (Unaudited)

Balance at 01 April 2020 (Audited)

Loss for the period
Other comprehensive income
Total comprehensive loss for the period

Balance at 30 June 2020 (Unaudited)

The accompanying notes (1) through (21) form an integral p

ad Al Bawardi
Acting Chief Executive Officer

Accumulated
Share capital losses Total
472,500,000 (250,262,112) 222,237,888

(31,861,518)

(31,861,518)

(121,971,000)

(31,861,518)
121,971,000

(31,861,518)

350,529,000  (160,152,630) 190,376,370
228,529,000  (77,787,152) 150,741,848
—-  (12,267,222) (12,267,222)
~  (12,267222) (12,267,222)
228,529,000  (90,054,374) 138,474,626

these condensed interi

Fahad Al-Saneea
Vice Chairman

v
Mahmoud A! Abdullah

Acting Chief Financial Officer



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF CASH FLOWS
For the three month period ended 30 June 2020
(Saudi Arabian Riyals)

For the three month period ended

Note 30 June 2020 30 June 2019
Unaudited Unaudited
Cash flows from operating activities
Loss for the period (12,267,222) {31,861,518)
Adjustments for non-cash items:
Depreciation and amortization 4,5,6 25,676,327 30,897,735
Impairment loss on trade receivables 7 2,497,008 7,294,722
Finance costs 3,601,628 3,965,951
Provision for employees' end of service benefits 254,251 331,806
19,761,992 10,628,696
Changes in working capital
Inventories (2,251,090) (200,100)
Trade receivables 943,943 (27,216,648)
Prepayments and other current assets (8,940,889) (38,438,209)
Accounts payable 7,472,302 69,030,119
Accrued expenses and other current liabilities (5,382,489) 8,817,914
Deferred income (497,084) (3,370,840)
11,106,685 19,250,932
Finance costs paid (147,654) (458,255)
Employees' end of service benefits paid (472,188) (637,827)
Net cash generated from operating activities 10,486,843 18,154,850
Cash flows from investing activities
Addition to property and equipment (173,184) -
Net cash used in investing activities (173,184) --
Cash flows from financing activities
Repayment of murabaha financing (7,767,084) (7,767,053)
Payment of lcased liabilities (3,868,850) --
Net cash used in financing activities (11,635,934) (7,767,053)
Net increase in cash and cash equivalents (1,322,275) 10,387,797
Cash and cash equivalents at the beginning of the period 122,530,311 97,574,234
Cash and cash equivalents at the end of the period 121,208,036 107,962,031
Supplementary information for non-cash transaction
Addition to right of use assets 11,808,863 -
Impact of adoption of [FRS 16 - 298,234,404

‘/
of thes@s_cdﬂwﬁm‘ nancial
\

Mahmoud Al Abdullah
Acting Chief Financial Officer

The acgompanying notes (1 »through (21) form an integ
( d.% g‘g state :
ad Al Bawardi

Acting Chief Executive Officer

Fahad Al-Saneea
Vice Chairman
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ETIHAP ATHAEEB TELECCMEIUNICATICN COMPANY
(A Saudi Joint Stock Company)
WOTES TO TEE CONE ENSED INTERIM FINANCIAL STATEMENTS
For the three month perind ended 30 June 2020

ORGANIZATION AND ACTIVITIES

General information

Etihad Atheeb Tclecommunication Company (the “Company™), is a Saudi Joint Stock Company
registered in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273)
issued in Riyadh on 30 Safar 1430H (corresponding to 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
wasg approved by the issuance of Royal Decrec Nu. M/6 dated 19 Safar 142911 (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 1 April 2009 and ending on 31 March 2034). On 30 Rabi'l 1438H
(corresponding to 29 December 2016), the Communications and Information Technology
Commussion (CITC) has extended the life of the Company’s license by 15 years (ending on 31
March 2049) (see note 5.1).

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

As at 30 June 2020, the authorized, issued and paid up share capiial of the Company is SAR
228.529 million (31 March 2020: 228.529 million) divided into 22.8529 million shares of SAR

10 each.

On 2 August 2017, the Company announced that it has received a letter from CITC, dated 1
August 2017, stating that the Doard 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 recaived
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 MIIz and 1800 MHz bands, in
the auction crganized 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% (squivalent to SAR 619
milliun) was required to be paid upfront and the remainirg amount was payable in 10 equal
quarterly installments. The Company intended to finance the acquisition through facilitics.

In October 2017, the Conipany reccived 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 fur returning the full amount of’ the
performance 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,

In response to the spread of the Covid-19 resulting in disruptions to the souial and ecanomic
activities in the markets around the world and kingdom of Saudi Arabia, the management hus
proactively assessed its impacts on its operations and has taken a series of preventive measures.
Notwithstanding thesc challenges, the Company’s business operations currently remain largely
unaffected as they mainly provide online services and their major sales have been conducted
through website. Based on these factors, managemont believes that the Covid-19 pandemic has
had no material effcets on the reported financial results for the period ended 30 June 2020.
However, the management will continue to monitor the situation closely.

7
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ETTHAD ATHEEB TELECOMMUNICATICN COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2020

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 2020 (“last annual financial statements™). These condensed interim
financial statements do not include all of the information required for a complete set of financial
statements. However, selected accounting policies and explanatory notes are included to explain
events and transactions that are significant to undurstand the changes in the Company’s financial
position and performance since the last annual financial statements.

Basis of measurement

These condensed interim financial staternents have been prepaied on the historical cost basis
except for the defined benefit obligation is recognized at the present value cf future obligations
using Project Unit Credit Method.

These condensed interim financial statements have been prepared on a going concern basis, which
assumes that the Company will be able to meet its obligations.

As at 30 June 2020, the Company’s current liabilities exceeds its current assets by SAR 628
million (31 March 2020: SAR 620.62 million). Moreover, the Company has accumulated losses
amounting to SAR 90.05 million as of 30 June 2020, which approximate 3941% of the
Company's share capital and the Company incurred a net loss of SAR 12.27 million for the period
than ended.

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 deferval of payments and ongoing support
by its key suppliers and accordingly the Company manages repayment tcrms with its key
suppliers. Based on the level of support that continuus to be provided by the key supphers of the
Company, ths Company does not currently anticipate the key suppliers and creditors to demand
repayment from the Company. The Company is in negotiation with one of its key supplier to

reschedule 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 altcrnative uses of the Company’s
frequency spectrum, and cost optimizaiion 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 staternents. The condensed interim financial
statoments do not include the adjustments that would result if the Company were unable to

continue as a going concern.
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ETIHAD ATHEES TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NGOTES TC THE CCNDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2020

BASIS OF PREPARATION {CONTINUED

Functional and presentation currency

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

Use of estimates and judgments

In preparing these condcnsed interim financial statements management has made judgments,
cstimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabiliiies, income and expenses. Actual results may differ from these estimates.

The significant judgments made by management in applying the Company’s accounting policies
and the key sources of estimation uncertainty werc the same as those described in the last annuel

financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING PCILICIES

The accounting policies adopted in the preparation of these condensed interim financial statements
are consistent with those followed in the preparation of the Company’'s anfival financial statements
for the year ended 31 March 2020, except new standards, amendment to standards and
interpretations as described below:

New standards, ameadments to standards and interpretations

There are no new standards issued, however, there are number of amendments to standards as
follows:

+ Amendments to standards which are effective from 1 April 2020 and has been explained in
the Company’s annual financial statemonts, but they do not have a material effect on the
Company*s ccndensed interim financial statements.

+ Amendments to IFRS 16 — COVID-19 “Related Rent Concessions” which are effective for
the periods beginuing on or aftes 1 June 2020. The amendment permits lessees, asa practical
expedient, not to assess whether particular rent concessions occurring as a direct
consequence of the covid-19 pandemic are lease modifications and instead to account for
those rent concessions as if they are not lease modifications. The amendment does not affect
lessors. There is no material impact on the Company's condensed mterim financial

statemcnts
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ETIIAD ATAEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTZS TO THE CONDENSED INTERIM FINANCIAL STATEMIINTS
For the three month period ended 30 June 2020

PROPERTY AND EQUIPMENT (coztinuec)

Impzirment test

Non-financial assets are tested annually for impairment wherc management determines that
indicators of impairment cxist. Management performed an irapairment assessment of its non-
current assets as at 31 March 2020, The recoverable amount was based on the value in use,
determined by discounting the future cash flows to be generatcd from the continuing use of the
non-financial assets. The recoverable amount was determined to be higher than the carrying value.
Accordingly no impairment loss was recognized.

The key assumptions used in the estimation of value in use were as follows:

Percentage
Discount rate 10%
Terminal growth rate 2%

The discount rate was a posi-tax measure estimated based on the weighted-average cost of capital
of the Company.

The cash flow projections included specific estimates for five years and a terminal growth rate
thereafter. The terminal growth rate was determined based on management’s estimate of the long-
term compound annual EBITDA growth rate.

Budgeted EBITDA was based on expectations of future outcomes taking into account past
experience, adjusted for anticipated revenue growth. Revenue growth was projected taking into
account the average growth levels experienced over the past five years and the estimated sales
volume and price changes fur the next five years.
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7.1

7.2

10,

ETIAAD ATPREB TELECOMMUNICATION CCMPANY
(A Saudi Joint Stock Company) _
HOTES TO TIIE CONDEMSED INTERIM: FINANCIAL STATEMEIENTS
For the three month period ended 30 June 2020

TRADE RECHIVABLE
Note 30 june 202¢ 31 Mareh 2020
Trade receivables 71 297,176,267 295,120,210
Allowance for impairment 7.2 (88,220,681) (85.723,673)

208,955,586 212,396.537

Trade receivables include an amount of SAR 46,784,828 (31 March 2020: SAR 44,725,551) due
from related parties. (Note 17)

Movement in Impairment loss is as follows:

or the For the
period ended year ended
30 June 2020 31 March 2020
Balance at beginning of the period / year 85,723,673 65,313,304
Charge for the period / year 2.497,008 20,410,369
Balance at end of the period / year 88,220,681 85,713,673

CASIE AND CASH EQUIVALINTE

This represents cash held in curreat accounts with banks operating in the Kingdom of Saudi
Arabia,

STATUTORY RESCRVE

In accordance with the Company's By-Laws, the Company is required set aside 10% of its net
income each year as statutory reserve until such reserve equals to 30% of the share capital.

MUORABAFA FINANCING

This represents murabaha financing obteined from a local bank (the "Bank™) utilhized to meet
operating expenditure requirements of the Company. The Islamic financing involves the sale and
purchasz of commodities with ihe Bank as per mutually agreed terms. The Company obtained
financing at an aveiage rate of return of Saudi Interbank Offer Rate (SIBOR) plus the bank’s
commission of 1.75% per annum. During the period Company had repaid the last outsianding
installraent in April 2020.

30 June 2020 31 March 2020

Current portion e 7,767,084
- 7,767,084

T T P
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11.1

12.

ETIFAD ATIEEB TELECCMMUNICATION CONMTANY
(A Saudi Joint Stock Company)
NOTES TO THEE CONDENSED INTERIM FINANCIAL STATEMINTS
For the three month period ended 30 June 2020

LONG TERM ACCOUNTS PAVABLE

"This represents payable to STC in respect of LTE payment agreement.

The movement in total accounts payable (current and non-current) pertaining to L'TE is as follows:
Note 30 Jume2020 31 March 2020

Balance at the beginning of the peried / year 182,468,877 -
Reschedule during the period / year 1.1 -- 215,060,346
Additions during the period / year 4,136,477 11,159,514
Payments during the period / year - (43,750,983)
Baiance at the end of the period / year 186,605,354 182,468,877

Non-current portion of the total accounts payable
30 June 2020 31 March 2020

Non-current portion - LTk 132,801,687 113,946,006
Balance at tae end of the period / year 132,801,657 B 143,946,006

The Company managed to rescheduled its “LTE Setvice” payments from STC. In result of the
modification of the repayment terms, Company s facilitated to pay its previous payable after one
year but no fixed repayment period has been defined in the eontract, However, Company will pay
80% of the invoice amount of new purchascs of LTE sims pertaining to previous payable along
with new payments immediately done during the defined credit period uniil all the old balance 1s
paid off.

LEASE LIABILITIS
This pertains to the amount of cperating leases recognized as lease lisbilities under [FRS 16. The
details and movement of these are as follows:

For the period For the
ended year ended

30 Jupge 2020 31 March 2020

Liabitity
Balance at the beginning of the perivd / year 363,195,887 -
Impact of adoption of IFRS 16 - 347,402,809
Addition during the period / year 11,808,863 21.621,998
Cancellation for the period / year - (9,108,803)
Finance cost 2,916,231 13,426,538
Adjustment during the period / year (3,456,000) -
Paid during the period / year ___(3,868,850) (10,146,655)
Y ease liabitity at the end of the perioc / year 370,596,131 363,195,887

TLease liability maiurity is as foilows:
Less than one year 111,696,471 106,745,471

More than one years 258,899,660 T 256,450,416

ps——

Expenses relaing to short-term and low-value leasus for the perivd are SAR 22.6 million, Nil
(March 2020: SAR 97.09 million, Nif) respectively.

15
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14.1

b)

ETIHAD ATEEEB TELECCMMUNICATION COMPARY
{A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2020

QTHER INCOME
For the thres months period ended
30 June 2020 30 June 2019
Miscellaneous income L - 31,964
- 31,964

LOSS PER SHARE — BASIC AND DI UTED

For the three months period ended

_ 30 June 2020 30 June 2019
Net (loss) / for the period _(12,267,222) | (31,861,518)
Weighted average number of shares for the period 22,852,900 22,852,900
(Loss) / per share - basic and diluted {0.54) . {119},

Loss / earnings per share is computed by dividing the loss / earnings attributable to the ordinary
shareholders of the Company for the petiod ended 30 June 2020 and 30 June 2019, by the weighted
average number of shares ouistanding during the period.

CONTINGENCIES AND COMMITMENTS

Contingencies

Leiter of guarantees

The Company's banks have issued letters of guarantees amounting to SAR 50 million (31 March
2020: SAR 50 million) as at the repurting date.

Legal cases status

In the normal course of business, the Company became part of legal cases with a few suppliets and
employees. Management believes that the cases will be decreed in favor of the Company and

accordingly no provision has been rccognized.
CITC liubility

The Ministry of Finance, in ils lotter 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 royaity fec payable to CITC and the CITC issued revised invoices
for royalty fees. [{owever, the CITC has also issued royalty fee invoices on internet revenue of the
Company. The maragement and the legal advisor are of the view that internet revenus 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 claims will not exceed the amount
already accrued in the books of accounts and accordingly no accrual has been recorded in respect
of the disputud invoices. Subsequently from 31 January 2018, the CITC has revised the calculation
of the royalty fee to include mternet services.

Commitments

The Company has commitments resulting from major agrcements which were entered into and not
yet executed at the reporting date amounting approximately to SAR 53.9 million pertaining to the
various vendors,

16



16.

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2020

SEGMENTAL INFORMATION

Information regarding the Company’s operating segments is sef 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 allucate resources to the segments and to assess their performance.

The Compeny 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 interconneetion.
- Data comprise of internct 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 operaiing

segment,

Segment assets
Property and equipment
Intangibles

Right of use assets

Segment revenue and costs
Revenue, net

Cost of services

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

General end administraiive
expenses

Finance cost

Segment assets
Property and equipment
Intangibles

Segment revenue and costs
Revenue, net

Cost of services

Selling and marketing expunses
Depreciaiion and amortizutiun
Allowance for impairment in trade
receivavles

General and administraiive
expenses

Other income

Finance cost

As at 30 June 2020
Yoice Data  Unallocated Total
5,681,118 211,887,754 - 217,568,872
17,973,666 670,360,906 688,334,572
6,882,309 256,688,355 - 263,570,664

For the three months period ended 30 June 2020

Vojce Data Unallocated Total
19,352,462 53,675,557 - 73,028,019
(18,486,361)  (14,671,852) - (33,158,213)
- - (7,626,322) (7,626.322)
(670,456) (25,005,871} - (25,676,327)
- (2,497,008) (2,497,008)
. —~  (12,735,743) (12,735,743)
- - (3,601,628} (3,601,628

As at 31 March 2020

Voice Data Unallocated Total
5,793,649 216,084,771 - 221,878,420
18,304,794 682,710,948 - 701,015,742
6,796,233 253,477,993 - 260,274,226

For the three months period ended 30 June 2019

Voice Data _ Unallocated Total
5,813,009 91,784,502 97,097,511
(2,290,514)  (55,128,349) - (57,418,863}
- —~  (9,755,047) (9,755,047)
(293,532)  (30,604,203) - (30,897,735)
- (7,294,722) (7,294,722)
- -~ (17,677443) (17,677,443)
31,964 31,964
- —~  (5947.183) (5,947,183)

The CODM monitors its current assets and all liabilities on an integrated basis. In addition, all of
the Company's servicos are principally provided in Saudi Arabia.
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ETIHAD ATTIETS

ey W

(A Saudi Joint Stock Company)

NOTES TO TiiE CCNDENSED INTERIM FINANCIAL STATEMENTS

[ELECOMMUNICATION COMPANY

For the three month period ended 30 June 2020

17.

LATED PARTY TRANSACTIONS AND BALANCKES

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 refated parties on terms approved by the Board of Directors

of the Company.

Significant transactions entered into with related parties are as follows:

Related parties

Bahrain Telecommunication
Company

Saudi Arabian Marketing and
Apencies Limited

Bithar Trading Company
Limited

Atheeb Saudi Intergraph
Company Limited

Atheeb Maintenance and
Services

Etihad Shams Company

Limited

Founding shareholders

Relationship

Shareholder

Arfiliate

Sharehelder
Shareholder
Sharcholder

Affiliate
Shareholder

Nature
fransaction
Data revenues
Intercanncetion
revenue
Interconnection
cost

of

Data revenue
Data revenue
Data revenue
Data revenue

Data revenue
Quarantee fze

For the thres months perind ended

30 June 2020 30 June 2019
1,125,351 1,686,084
756,328 504,688
227,598 277,127
172,810 247,497
61,082 55,440
46,029 57,537
20,160 20,160
7,715 361
7,312 35,529

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

Due from related parties

Bahrain Telecommunications Company

Bithar Trading Company Limited

Saudi Arabian Marketing and Agencies Limited
Atheeb Saudi Intergraph Compaay Litnited

Atheeb Maintenance and Services
Etihad Shams Company Limited

Dute to related parties

Bahrain Telecommunications Company

Bithar Trading Company Limited

Traco Company Trading and Contracting Company

Saudi Internet Company Limited

Relutionship 30 June 2020

Shareholder
Shareholder
Affiliate
Shareholder
Shareholder
Affiliate

31 March 2020

42,050,316
519,310
4,039,364
71,324
100,748

3766

—46.784,828

_Relationship 30 June 2020

Sharzholder.
Sharsholder
Shareholder
Shareholder

Bithar Communications & Information Technology

Company Limited

Atheeb Maintenance and Services Company Limited
Al Nahla Trading and Contracting Company Limited

18

Shareholder
Shareholder
Shareholder

28,803,138 28,573.852
53,381 51,525
924,988 924,313
213,216 212,710
265,716 265,210
265,716 265,210
172,280 170,765

30,698,435 _ 30,463,525

40,168,637
458,229
3,866,554
148,391
80,588
3,152

44 725,551

31 March 2020




ETiHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NGTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2020

18. PROVISION FOR ZAKAT AND TAX

18.1 Movement in Zakat provision

The movement in Zakat provision is as follows:
30 June 2020 3] March 2020

Balance at the beginning of the pariod / year 2,698,958 2,698,958
Charge during the period / year - -
Balance at the end of the peried / year 2,698,958 ___9_2,63‘@:,_928_

18.2 Zakat and tax status

19.

20,

21,

The Company has filed its Zakat and tax return with thc General Authority of Zakat and Tax
(“GAZT™) for the years up to 31 March 2019.

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 assossments in August 2015. In respense 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 pet 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. The management and the tax
advisors are of the view that the appeal will be seitled in favor of the Company. Accardingly, no
provision is recognized in the financial statements.

The zakat and tax returns filed by the Company fur the years 2013 to 2019 are still under review by
the GAZT.

FINANCIAL INSTRUMENTS — FAR VALUTS

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

In the opinion of management tiicre have been no significaut subsequunt events since the period-
end that require disclosure of adjustment in these condensed interim financial statements.

APPROVAL OF THE CONDENSZD INTEREIM FINANCIAL STATEMENTS

These condensad interim financial statements were authorized for issue by the Board of Directors
on Muharram 4, 1442H (Corresponding to August 23, 2020).
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