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2- BASIS OF PREPARATION 
These interim condensed consolidated financial statements have been prepared in accordance with 
International Accounting Standard 34 “Interim Financial Reporting” that is endorsed in the Kingdom of 
Saudi Arabia and other standards and pronouncements that are issued by the Saudi Organization for 
Certified Public Accountants (“SOCPA”).  
The interim condensed consolidated financial statements do not include all the information and 
disclosures required in the annual consolidated financial statements in accordance with International 
Financial Reporting Standards and should be read in conjunction with the Group’s annual consolidated 
financial statements as at 31 December 2019.  

3- THE GROUP’S ACCOUNTING POLICIES 
The accounting policies adopted in the preparation of the interim condensed consolidated financial 
statements are consistent with those followed in the preparation of the Group’s annual consolidated 
financial statements for the year ended 31 December 2019. 

The below accounting policies were applied during the year 2020:  

3-1 Shared-based payment transactions: 

The Company’s executive employees receive remuneration in the form of share-based payments under the 
employee long term incentives program, whereby employees render services as consideration for 
Company’s shares (equity-settled transactions). The cost of equity-settled transactions is determined by 
the fair value of the equity instrument at the grant date. The grant date is the date on which the Company 
and the employee agree on the share-based agreement, so that, a common understanding of the terms and 
conditions of the agreement exists between the parties. 

Share-based payment expense is included as part of employees benefits expense over the period in which 
the service and the performance conditions are fulfilled (the vesting period), with the corresponding 
amount recorded under other reserves within equity in accordance with the requirements of the 
International Financial Reporting Standard (2): Share-based Payment. The cumulative expense recognised 
for equity-settled transactions at each reporting date until the vesting date reflects the extent to which 
the vesting period has expired and the Group’s best estimate of the number of shares that will ultimately 
vest. The expense or credit in the consolidated statement of profit or loss for a period represents the 
movement in cumulative expense recognised as at the beginning and end of that period.  

3-2 Treasury shares: 

Own equity instruments that are repurchased (treasury shares) are recognised at cost and deducted from 
equity. No gain or loss is recognised in the consolidated statement of profit or loss on the purchase, sale, 
issue or cancellation of the shares. Any difference between the carrying amount of the shares and the 
consideration, if reissued, is recognised in other reserves within equity. 

3-3 Investment properties 

Investment properties are non-current assets (land or building - or part of a building - or both) for the 
purpose of earning rental income or capital appreciation or both. The investment properties are not for 
sale in the Group’s ordinary course of business, or for use in providing services or for administrative 
purposes. 

An Investment property shall be recognized as an asset when, and only when it is probable that the future 
economic benefits that are associated with the investment property will flow to the Group, and the cost of 
the investment property can be measured reliably. Investment properties are initially measured at cost, 
including transaction costs. Subsequently, they are measured using the “cost model”, which is the cost 
less accumulated depreciation and any accumulated impairment losses. Except for lands, as it is not 
subject to depreciation. 

Repair and maintenenace costs that do not increase the life of the asset significantly are recognised in 
the consolidated statement of profit or loss as incurred. 
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3- THE GROUP’S ACCOUNTING POLICIES (CONTINUED) 
3-3 Investment properties (continued) 

Investment properties are derecognised when they are disposed of (that is, on the date of losing control 
over them) and no future economic benefit is expected upon disposal. The difference between the net 
disposal proceeds and the carrying amount of the asset is recognised in the consolidated statement of 
profit or loss during the period of disposal. 

Transfers from / to investment property to / from property and equipment are made only when the company 
changes the purpose of using the property. 

The Group appoints an independent external valuer accredited by the Saudi Authority for Accredited 
Valuers (Taqeem) to obtain the fair value estimates of investment properties for the purpose of 
determining if there is an impairment and also for the purpose of related disclosures in the consolidated 
financial statements of the Group. 

3-4 Other amendments to IFRSs and the Interpretations Committee  

The Group has not early adopted any other standards, interpretation or amendment that has been issued 
but is not yet effective. 

Note that there are some other amendments to IFRS and IFRIC that were applied by the Group with 
effective dates before period ended 31 December 2020 and had no material impact on the Group's 
consolidated financial statements as follows: 

Amendments and interpretations Effective date 
Amendments on some references to the Conceptual Framework for Financial 
Reporting 1 January 2020 
Amendments to IFRS 7, IFRS 9 - Interest Rate Benchmark Reform 1 January 2020 
Amendments to IFRS 3 – Definition of a Business   1 January 2020 
Amendments to IAS 1 and IAS 8 – Definition of Material  1 January 2020 
Amendments to IFRS 16 – Covid-19 Related Rent Concessions 1 June 2020 

4- SEGMENT INFORMATION  
The Group is engaged mainly in providing telecommunication services and related products. Majority of 
the Group’s revenues, income and assets relate to its operations within the Kingdom (Saudi Telecom 
Company and Channels by stc). Outside of the Kingdom, the Group operates through its subsidiaries, 
associates and joint ventures in several countries.  

Revenue is distributed to an operating segment based on the entity of the Group reporting the revenue. 
Sales between segments are calculated at normal business transaction prices. 

The disclosed operating segments exceeded the 75% threshold and therefore all other operating 
segments are combined and disclosed as “Other segments”. 
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4-  SEGMENT INFORMATION (CONTINUED) 
The following is an analysis of the Group's revenues and results based on segments: 

 For the three months period 
ended 31 December 

 For the year ended 
31 December 

 2020  2019  2020  2019 
Revenue (1)        

Saudi Telecom Company  11,240,885  10,112,363  42,898,825  40,259,106 

Channels by stc 4,559,899  4,467,439  17,527,801  17,409,802 

Other operating segments (2) 4,124,212  3,691,216  15,729,045  12,628,185 

Eliminations / Adjustments (4,712,378)  (5,006,430)  (17,206,539)  (15,929,562) 

Total revenue 15,212,618  13,264,588  58,949,132  54,367,531 

Cost of operations (excluding 
depreciation and amortisation) (9,497,088)  (8,277,956)  (36,774,094)  (33,102,551) 

Depreciation and amortisation (2,425,653)  (2,586,813)  (9,359,365)  (8,784,587) 

Cost of early retirement (99,807)  (146,232)  (600,000)  (600,000) 

Finance income 91,674  155,439  413,873  639,161 

Finance costs (146,978)  (217,957)  (624,831)  (765,154) 

Net other income (expenses)  13,825  57,065  (44,065)  (76,062) 

Net share in results of 
investments in associates and 
joint ventures 38,688  39,783  52,953  49,597 

Net other (losses) gains  (57,681)  197,877  433,559  (40,960) 

Zakat and income tax (418,588)  (93,231)  (1,171,481)  (762,144) 

Net profit 2,711,010  2,392,563  11,275,681  10,924,831 

Net profit attributable to:    

Equity holders of the Parent 
Company  2,682,862 2,320,714 11,085,359 10,664,666 

Non-controlling interests 28,148 71,849 190,322 260,165 

 2,711,010 2,392,563 11,275,681 10,924,831 

Following is the gross profit analysis on a segment basis: 

 For the three months period 
ended 31 December 

 For the year ended 
31 December 

 2020  2019  2020  2019 
Saudi Telecom Company 6,780,117  6,565,675  26,781,712  26,299,935 

Channels by stc 385,084  403,746  1,384,058  1,418,463 

Other operating segments (2) 1,584,819  1,417,635  6,398,191  4,910,725 

Eliminations / Adjustments (260,820)  (27,415)  (566,933)  (237,898) 

Gross profit 8,489,200  8,359,641  33,997,028  32,391,225 

Information about geographical segmentation: 

Following is the geographical segmentation of revenue: 

 For the three months period 
ended 31 December 

 For the year ended 
31 December 

 2020  2019  2020  2019 
Kingdom of Saudi Arabia 13,887,872  12,125,151  54,165,966  49,970,303 

Others 1,324,746  1,139,437  4,783,166  4,397,228 

 15,212,618  13,264,588  58,949,132  54,367,531 
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4- SEGMENT INFORMATION (CONTINUED) 

The following is an analysis of the assets and liabilities on a segment basis as at: 

  31 December 2020  31 December 2019 

Assets  
Saudi Telecom Company 130,514,425 125,104,941 

Channels by stc 5,443,726 4,560,238 

Other operating segments (2) 37,936,607 34,355,695 

Eliminations / Adjustments (51,318,246) (45,694,618) 

Total assets 122,576,512 118,326,256 

   
Liabilities   

Saudi Telecom Company  53,167,505 49,484,795 

Channels by stc 3,859,589 3,122,999 

Other operating segments (2) 24,668,021 22,438,203 

Eliminations / Adjustments (24,478,325) (19,774,787) 

Total liabilities 57,216,790 55,271,210 

(1) Segment revenue reported above represents revenue generated from external and internal customers. 
There were SR 4,712 million and SR 17,207 million of inter-segment sales and adjustments (between the 
Group’s Companies) for the three months period and the year ended 31 December 2020, respectively 
(for the three months period and the year ended 31 December 2019: SR 5,007 million and SR 15,930 
million, respectively) which were eliminated at consolidation. 

(2) Other operating segments include Kuwait Telecommunications Company (stc Kuwait), stc Bahrain, 
Solutions by stc, Specialized by stc, stc Gulf, Sapphire, Aqalat, Telecommunications Towers Company, 
Saudi Digital Payments Company (stc pay) and advanced technology and cybersecurity Company. 

5- PROPERTY AND EQUIPMENT 
During the year ended 31 December 2020, the Group acquired property and equipment with total cost of 
SR 9,215 million, including non-cash additions with an amount of SR 65 million (for the year ended 31 
December 2019: SR 9,427 million, including non-cash additions with an amount of nil).  

During the year ended 31 December 2020, the Group disposed of property and equipment with a net book 
value of SR 167 million (for the year ended 31 December 2019: SR 465 million) resulting in a loss on sale of 
property and equipment for the year ended 31 December 2020 with an amount of SR 64 million and SR 150 
million, respectively (for the year ended 31 December 2019 with an amount of SR 116 million and SR 325 
million, respectively). 

The following table shows the breakdown of depreciation expense if allocated to operating costs items: 

 

 

 
For the three months period 

ended 31 December 
 For the year ended 

31 December 
 2020  2019  2020  2019 

Cost of revenue 1,317,347  1,479,450  5,127,663  4,931,664 

Selling and marketing expenses 1,602  4,065  6,500  16,239 

General and administrative 
expenses 296,943  

 
298,248  1,155,084  1,129,645 

 1,615,892  1,781,763  6,289,247  6,077,548 
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6- INVESTMENT PROPERTIES 
 31 December 2020  31 December 2019 

Lands (*) 36,980 - 

(*) During the fourth quarter of 2020, the Group transferred a land with a carrying book value of SR 37 million 
from property and equipment to investment properties for the purpose of real estate development and 
investment. 

For the purpose of the disclosure requirements in accordance with IAS No. (40) “Investment properties”, 
the Group has appointed Century 21 and Partner, a professionally qualified independent valuer accredited 
by the Saudi Authority for Accredited Valuers (Taqeem), with License No. (323/18/752), for the purpose of 
estimating the land fair value as at 31 December 2020 , which amounted to SR 148 million. 

7- INTANGIBLE ASSETS AND GOODWILL 
During the year ended 31 December 2020, the net additions in intangible assets amounted to SR 2,687 
million, including non-cash additions with an amount of SR 996 million (for the year ended 31 December 
2019: SR 2,340 million, including non-cash additions with an amount of SR 399 million). 

The following table shows the breakdown of amortisation expense if allocated to operating costs items: 

 
For the three months period 

ended 31 December 
 For the year ended 

31 December 
 2020  2019  2020  2019 

Cost of revenue 132,709  250,789  634,581  641,036 

Selling and marketing expenses 643  736  2,429  3,493 

General and administrative 
expenses 444,747  

 
354,544  1,497,907  1,306,542 

 578,099  606,069  2,134,917  1,951,071 

8- RIGHT OF USE ASSETS 
During the year ended 31 December 2020, the net additions in right of use assets amounted to SR 1,096 
million (for the year ended 31 December 2019: SR 1,224 million). 

The following table shows the breakdown of depreciation expense if allocated to operating costs items: 

 
For the three months period 

ended 31 December 
 For the year ended 

31 December 
 2020  2019  2020  2019 

Cost of revenue 181,564  153,925  734,292  562,514 
Selling and marketing expenses 3,986  1,817  10,798  7,539 
General and administrative 
expenses 46,112  43,239  190,111  185,915 

 231,662  198,981  935,201  755,968 
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9- FINANCIAL ASSETS AND OTHER  

9-1 Financial assets 

 31 December 2020  31 December 2019 

Financial assets measured at FVTPL  1,119,413  1,550,869 

Financial assets at amortised cost:    

Sukuk  5,371,446  5,355,659 

Loans to employees  411,665  438,481 

Others  167,494  355,013 

 5,950,605  6,149,153 

 7,070,018  7,700,022 

    

Current  180,398  376,589 

Non-current  6,889,620  7,323,433 

 7,070,018  7,700,022 

9-2 Other assets  

 31 December 2020  31 December 2019 

Advances 2,373,983  3,062,320 

Prepaid expenses 493,347  508,362 

Deferred expenses 128,578  95,494 

Others  279,270  522,771 

 3,275,178  4,188,947 

    

Current  3,095,519  4,097,096 

Non-current  179,659  91,851 

 3,275,178  4,188,947 
 

10- ASSETS HELD FOR SALE 
On 26 March 2019, Uber Technologies (“Uber”) signed an assets purchase agreement with Careem (the 
Group holds a direct share of 8.88%) to acquire the net assets of Careem for about SR 11.6 billion (equivalent 
up to USD 3.1 billion) subject to modifications. 

The total financial consideration of the agreement consists of the following: 

- About SR 6.4 billion (equivalent up to USD 1.7 billion) of convertible bonds, unsecured and without 
interest. 

- About SR 5.2 billion (equivalent up to USD 1.4 billion) in cash. 

The acquisition was completed by Uber on 2 January 2020 after obtaining the approval of most of the 
regulatory authorities in the relevant countries with a holdback of an equivalent of 25% of the deal value 
until all regulatory and indemnity requirements accomplished. The impact of this acquisition on the 
Group's results from the sale of its direct investment in Careem was recognised during the first quarter of 
2020 that resulted in a profit of SR 496 million (equivalent to approximately USD 132 million) excluding the 
holdback.  

Based on the information received by the Group during the second quarter of 2020 related to the holdback 
amount that is related to regulatory, tax and indemnity requirements necessary to finish the acquisition 
deal, the Group has assessed the recoverability of the holdback amount and recognised an amount of SR 
152 million (equivalent to USD 41 million) as profit during the second quarter of 2020. 

The profit recognised included within net other (losses) gains  item in the interim condensed consolidated 
statement of profit or loss. 



Saudi Telecom Company 
A Saudi Joint Stock Company 
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 
31 DECEMBER 2020 (CONTINUED) 
(All amounts in Saudi Riyals thousands unless otherwise stated) 
 

 

  15 
 

11- FAIR VALUE MEASUREMENT OF FINANCIAL ASSETS AND LIABILITIES 
The Group has assessed that fair values of the financial instruments comprising of trade and other 
receivables, short-term murabahas, cash and cash equivalents, and trade and other payables approximate 
their carrying values significantly due to the short maturities of these financial instruments. 
The fair value of financial assets and liabilities is recognised as the amount for which the instrument can 
be exchanged in an existing transaction between willing parties, other than a forced sale or liquidation. 
The Group uses valuation techniques appropriate to current circumstances that provide sufficient data to 
measure fair value. In addition, for the financial reporting purposes, fair value measurements are 
categorised into Level 1, 2 or 3 based on the degree to which the inputs to the fair value measurements are 
observable and the significance of the inputs to the fair value measurement in its entirety, which are 
described as follows: 
a- Level “1” inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that 

the  Group can access at the measurement date; 
b- Level “2” inputs are inputs, other than quoted prices included within Level 1, that are observable for 

the asset or liability, either directly or indirectly; and 
c- Level “3” inputs are unobservable inputs either directly or indirectly. 
The following table shows the fair values of the Group's financial assets and liabilities that were measured 
at fair value: 

  Fair value as at 

 

Fair value 

measurement 

hierarchy 31 December 2020 

 

31 December 2019 

Financial assets     

At fair value through profit or loss:      

stc Ventures Fund and STV LP Fund  Level 3 1,119,413  1,550,869 

     

Financial liabilities      

At fair value through profit or loss:     

Derivative liabilities Level 2 9,882  7,373 

     

The fair value of the Group’s investment in the units of stc Ventures Fund and STV LP Fund (the Funds)  is 
obtained from the net asset value (NAV) reports received from the Funds’ managers. The following is a 
reconciliation of the Group’s investment in these Funds which are categorised within Level “3” of the fair 
value hierarchy:  

 2020 

Net asset value as at 1 January  1,550,869 

Contributions paid to the funds during the year 375,700 

Distributions received from the funds during the year (723,767) 

Net unrealised loss recognised in the interim condensed consolidated statement 
of profit or loss (*) (83,389) 

Net asset value as at 31 December  1,119,413 

(*) The net unrealized loss recognised was included within net other (losses) gains item in the consolidated 
statement of profit or loss. 

The Group believes that the carrying value of other financial assets and liabilities listed in the interim 
condensed consolidated financial statements approximate their fair values. 

There were no transfers among the levels of fair value measurement hierarchy during the year ended 31 
December 2020. 
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12- TRADE AND OTHER RECEIVABLES 

 31 December 2020  31 December 2019 

Trade receivables 17,642,628  22,375,635 

Less: Allowance for impairment loss (2,859,566)  (2,818,056) 

 14,783,062  19,557,579 

Non-trade receivables 1,283,694  1,814,789 

 16,066,756  21,372,368 

13- RELATED PARTY TRANSACTIONS 
13-1 Trading transactions and balances with related parties (Associates and Joint Ventures) 

The Group trading transactions with related parties were as the following: 

 For the three months period 
ended 31 December 

 
For the year ended 

31 December 

 2020    2019   2020  2019  

Telecommunication services 

provided 88,961 136,773  309,161 430,682 

Telecommunication services 

received 26,325 14,884  71,119 29,050 

The following balances are outstanding with related parties: 

 Amounts due from related parties  Amounts due to related parties 

 

31 December 
2020 

 31 December 

2019 
 31 December 

2020 
 31 December 

2019 
Associates 354,554 292,020 63,820 38,910 

Joint ventures 47,249 12,215 157,830 168,173 

 401,803 304,235 221,650 207,083 

The sale and purchase transactions are carried out by the relevant parties in accordance with the normal 
terms of trade. The outstanding balances are unguaranteed, without commission and no guarantees have 
been provided or received in relation to the balances due or from the related parties. 

13-2 Trade transactions and related parties’ balances (government and government related entities)  
Revenues from transactions with government and government related entities for the three months period 
and the year ended 31 December 2020 amounted to SR 3,015 million and SR 9,252 million, respectively (for 
the three months period and the year ended 31 December 2019 amounted to SR 1,846 million and SR 6,873 
million, respectively). Expenses related to transactions with government and government related entities 
for the three months period and the year ended 31 December 2020 (including government charges) 
amounted to SR 1,104 million and SR 3,448 million, respectively (for the three months period and the year 
ended 31 December 2019 amounted to SR 671 million and SR 2,748 million respectively). 

As at 31 December 2020, accounts receivable from government entities amounted to SR 13,890 million (31 
December 2019: SR 18,508 million). And as at 31 December 2020, accounts payable to government entities 
amounted to SR 1,073 million (31 December 2019: SR 953 million).  

Included within the transactions with government entities, the Group`s investment in the Sukuk issued by 
the Ministry of Finance during the first quarter of 2019 with an amount of SR 3,902 million. 

 

 

 



Saudi Telecom Company 
A Saudi Joint Stock Company 
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 
31 DECEMBER 2020 (CONTINUED) 
(All amounts in Saudi Riyals thousands unless otherwise stated) 
 

 

  17 
 

13- RELATED PARTY TRANSACTIONS (CONTINUED) 

13-2 Trade transactions and related parties’ balances (government and government related entities) 
(continued) 
The following is the existing ageing with government: 

 
31 December 2020  31 December 2019 

Less than a year 10,275,707 7,903,051 

More than one year to two years 3,153,841 6,393,629 

More than two years 459,707 4,211,395 

 13,889,255 18,508,075 

14- BORROWINGS 
Total borrowings paid during the year ended 31 December 2020 amounted to SR 402 million (the year ended 
31 December 2019 amounted to SR 351 million). Total borrowings received during the year ended 31 
December 2020 amounted to SR 21 million (the year ended 31 December 2019 amounted to SR 5,381 million). 

15- END OF SERVICE BENEFIT PROVISION 
Calculation of end of service benefit provision as at 31 December 2020 was done using the most recent 
actuarial valuation as at 31 December 2020. During the period, the actuarial assumptions relating to the 
discount rate and salary increase rate have been updated, resulting in recording of net actuarial loss 
included in the interim condensed consolidated statement of comprehensive income for the three months 
period and the year ended 31 December 2020 amounting to SR 258 million and SR 565 million, respectively 
( for the three months period and the year ended 31 December 2019 net actuarial losses amounting to SR 10 
million and SR 710 million respectively).  

16- LEASE LIABILITIES  
 31 December 2020  31 December 2019 

Current  753,857  716,762 

Non-current 2,263,357  2,164,415 

 3,017,214 2,881,177 

The interest expense on lease liabilities for the three months period and the year ended 31 December 2020 
amounted to SR 23 million and SR 100 million, respectively, were included in finance costs (for the three 
months period and the year ended 31 December 2019 amounted to SR 67 million and SR 138 million, 
respectively). Total cash payments of lease liabilities for the three months period and the year ended 31 
December 2020 amounted to SR 212 million and SR 840 million, respectively (for the three months period 
and the year ended 31 December 2019 amounted to SR 179 million and SR 712 million, respectively). 
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17- FINANCIAL LIABILITIES AND OTHER 

17-1 Financial liabilities 
 

31 December 2020  31 December 2019 
Dividends payable 2,151,116  2,111,161 

Financial liabilities related to frequency spectrum licenses 2,107,234  1,618,653 

Derivative liabilities 9,882  7,373 

 4,268,232  3,737,187 

    

    

Current 2,206,824  2,145,276 

Non-current  2,061,408  1,591,911 

 4,268,232  3,737,187 

17-2 Other liabilities 
 

31 December 2020  31 December 2019 
Deferred income 3,814,889  3,341,943 

Government charges 1,087,202  956,478 

Statutory dues and other 639,454  766,145 

 5,541,545  5,064,566 

    
Current 1,620,913  1,555,860 

Non-current  3,920,632  3,508,706 

 5,541,545  5,064,566 

18- ZAKAT AND INCOME TAX  LIABILITIES 
The Group submitted all zakat returns until the end of 2019, with payment of zakat due based on those 
returns, and accordingly the Group received zakat certificates for those years. Effective from year 2009, 
the Group started the submission of consolidated zakat return for the Company and its wholly owned 
subsidiaries whether directly or indirectly this is in accordance with the executive regulations for 
collecting zakat. 

The Group submitted objections related to the years 2008 and 2009 and these objections are still being 
considered by the General Secretariat of Tax Committees (formerly the Appeal Committee) until the date 
of preparing these interim condensed consolidated financial statements. These Zakat disputed 
differences were essentially a result of the comparison between Zakat base and the adjusted profit 
whichever is higher. The Group believes that the result of these above-mentioned objections will be in its 
favour and no material additional provisions are required. 

The group also reached a final settlement with General Authority of Zakat and Tax (GAZT) in regards with 
the objections submitted on zakat assessments for the years 2014 and 2018 by paying an amount of SR 205 
million.  

The group has also received zakat assessments that include differences related to the zakat declarations 
submitted for the years from 2015 to 2017 amounting to SR 865 million, and the group will object to them 
within the statutory deadline. The Group believes that the result of this objection will be in its favour and 
no material additional provisions are required. 
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19- EARNINGS PER SHARE  
The following is the calculation of the basic and diluted earnings per share for the three months period 
and the year ending 31 December 2020: 

 For the three months period 
ended 31 December  For the year 

ended 31 December 
 2020  2019  2020  2019 

Net profit attributable to equity 
holders of the Parent Company 2,682,862  2,320,714  11,085,359  10,664,666 

        
Number of shares “in thousands”:        

Weighted average number of ordinary 
shares for the purposes of 
calculating basic earnings per share 1,999,207  2,000,000  1,999,207  2,000,000 

Weighted average number of 
repurchased ordinary shares 793  -  793  - 

Weighted average number of ordinary 
shares for the purposes of 
calculating diluted earnings per share 2,000,000  2,000,000  2,000,000  2,000,000 

 

Earnings per share attributable to equity holders of the Parent Company (in Saudi Riyals): 

- Basic 1.34  1.16  5.54  5.33 

- Diluted 1.34  1.16  5.54  5.33 

The following is the number of outstanding shares (in thousands) during the year ended 31 December 2020: 

2,000,000 The number of outstanding shares as at  1 January 2020 
(2,983) The number of treasury shares purchased during the year 

1,997,017  The number of outstanding shares as at 31 December 2020 

The following is the number of treasury shares (in thousands) during the year ended 31 December 2020: 

- The number of treasury shares as at  1 January 2020 
2,983 The number of treasury shares purchased during the year 
2,983  The number of treasury shares as at 31 December 2020 

  
20-  CAPITAL COMMITMENTS 

(a) During the fourth quarter of 2018, the Company signed an agreement with the Ministry of Finance, the 
Ministry of Communications & Information Technology and the authority of Communications and 
Information Technology ("Government Entities") for a comprehensive and final settlement of the 
outstanding dispute related to commercial services provisioning fees provided by the Company and 
the licences fees granted to the Company for the period from 1 January 2008 to 31 December 2017. In 
return, the Company is committed to provide capital investments in its infrastructure, which is in line 
with the Kingdom's vision to develop the telecommunications infrastructure within a period of three 
years from 1 January 2018 according to the terms and conditions of the comprehensive Settlement 
Agreement (Referred to as "Target Performance Indicators"). 

(b) One of the Group’s company has an agreement to invest in a fund aiming to improve the 
telecommunication and internet environment for SR 1,125 million (equivalent to USD 300 million) as at 
31 December 2020 (31 December 2019: SR 1,125 million (equivalent to USD 300 million). 
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21- CONTINGENT LIABILITIES 
(a) The Group has outstanding letters of guarantee as at 31 December 2020 amounting to SR 4,221 million 

(31 December 2019: SR 4,514 million). 

(b) The Group has outstanding letters of credit as at 31 December 2020 amounting to SR 977 million (31 
December 2019: SR 961 million). 

(c) On 21 March 2016, the Company received a letter from a key customer requesting a refund for paid 
balances amounted to SR 742 million related to construction of a fibre optic network. Based on the 
independent legal opinions obtained, the management believes that the customer’s claim have no 
merit and therefore this claim has no material impact on the financial results of the Group. 

(d) The Group, in its ordinary course of business, is subject to proceedings, lawsuits and other claims. 
However, these matters are not expected to have any material impact on the Company’s financial 
position or on the results of its operations as reflected in these condensed interim consolidated 
financial statements. 

(e) The Group has submitted an objection to the appeal committee with respect to GAZT withholding tax 
assessment on international operators’ networks rentals outside Saudi Arabia for the years from 2004 
to 2015 for an amount of SR 2.9 billion. The Group believes that Saudi tax regulations do not impose 
withholding tax on the rental of international operators’ networks since the source of income did not 
occur inside the Kingdom, therefore this service should not be subject to withholding tax. Based on 
the opinions of tax specialists in this matter, the nature of the services and existing similar cases 
where the decision was in the favour of the companies in the telecom sector, the Group believes that 
this assessment will not result into any additional provisions. 

(f) During the fourth quarter of the year 2020, the group reached a settlement regarding the assessment 
of the value-added tax issued by the General Authority for Zakat and Income for the year 2018 and 
January of 2019, by paying an amount of SR 15 million and excluding fines. 

(g) The agreement signed with government entities during the fourth quarter of 2018 includes detailed 
mechanisms relating to the performance indicators that the Company is required to achieve within 
three years starting from 2018. The Company has re-evaluated the related provisions in line with the 
expectations of the target performance indicators, which shall be reviewed periodically. 

(h) On 28 December 2020, the Group received claims from the Communications and Information 
Technology Commission related to imposing government fees on devices sold on installments for the 
period from 2018 until the end of the third quarter of 2020, totaling SR 641 million. Based on the opinions 
of subject-matter consultants and the nature of these sales, the Group believes that the outcomes of 
this matter will be in its favour and no material additional provisions are required. 

22- SUBSIDIARIES 
1- On 21 November  2020, the Group signed an agreement with Western Union to sell a stake in Saudi 

Digital Payments Company (a 100% owned subsidiary) with a value of SR 750 million (equivalent to USD 
200 million) and the proceedes to be used to finance the capital of the Saudi Digital Payments Company. 
The  transaction is expected  to be completed during 2021 as follows : 

- Upon completion of the transaction, Western Union will pay SR 500 million (equivalent to USD 
133.3 million) for a 10% stake in Saudi Digital Payments Company. 

- Western Union will pay an amount of SR 250 million (equivalent to USD 66.67 million), in case Saudi 
Digital Payments Company obtains a digital banking services license, increasing the shareholding 
of Western Union increases to 15% in Saudi Digital Payments Company. 

- The Group will inject an additional amount of SR 802 million into the capital of Saudi Digital 
Payments Company in the case Saudi Digital Payments Company obtains a digital banking services 
license. 
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22- SUBSIDIARIES (CONTINUED) 
During the fourth quarter of 2020, the Company increased the share capital of Saudi Digital Payments 
Company by an amount of SR 548 million (including the transfer of its shareholder’s loan amounting to 
SR 148 million into capital) resulting into a total share capital of SR 948 million. 

2- During the fourth quarter of 2020, the Company established Advanced Technology and Cyber Security 
Company - a limited liability company 100% owned by Saudi Telecom Company, with a paid capital of 
SR 120 million to provide cybersecurity services.  

23- THE ACQUISITION OF A SHARE IN “VODAFONE EGYPT” 
On 29 January 2020, The Company signed a non-binding Memorandum of Understanding (MoU) with the 
Vodafone Global Group according to which the Company will acquire 55% of the shares of Vodafone Egypt 
with a value of approximately SR 8,970 million (equivalent to approximately USD 2,392 million). The final 
purchase consideration was to be determined upon signing the final agreements. Given the logistical 
challenges caused by the emerging of Coronavirus (COVID-19) pandemic and the need for more time to 
complete procedures related to the transaction, including due diligence, the two parties have agreed to 
extend the MoU for 90 days starting 13 April 2020. On 13 September 2020, the extension period of the MoU 
expired without reaching an agreement to conclude the transaction due to misalignment between the 
relevant parties.  

24- EMPLOYEES LONG-TERM INCENTIVES PROGRAM 
The Company’s Board of Directors has approved the purchase of number of Company’s shares with a 
maximum of 5.5 million shares and an amount not to exceed SR 300 million to be allocated for the 
employees long-term incentives program (the Program). The Board raised its recommendation to the 
extraordinary general assembly (EGM) to approve the Program and to purchase the shares within a period 
of (8) months starting EGM’s date of approval. The EGM has voted on the approval of this Program during 
its meeting held on 27 Shaban 1441 H (corresponding to 20 April 2020). The shares to be purchased will not 
have the right to vote in the Company’s shareholders general assemblies, and will not be entitled to any 
dividends while the shares still under the Company's possession 

The Program intends to attract, motivate and retain the executive employees responsible for the 
achievement of the Group’s goals and strategy. The Program provides a share-based payment plan for 
eligible executives participating in the Program by granting them shares in the Company upon completing 
the performance requirements and achieving the targets determined by the Group. 

During the year of 2020, the Group granted the first tranche of the Program as follows:  

1 July 2020 Grant date 
785 thousand shares Total number of shares granted 
SR 94.4  Fair value per share on grant date (*)  
1 July 2021/2022/2023  Vesting date  
Equity-based Settlement method  

Total expenses related to the Program during the year ended 31 December 2020 amounted to SR 6 million, 
which were included as part of employees benefits expense in the interim condensed consolidated profit 
or loss statement, with the corresponding amount recorded under other reserves within equity in 
accordance with the requirements of International Financial Reporting Standard (2): Share-based Payment. 

(*) The fair value was calculated based on the market price after deducting the expected dividends per 
share on the grant date. 
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25- DIVIDENDS  
On 9 Rabi Thani 1440H (corresponding to 16 December 2018) the Board of Directors have approved the 
Company’s dividends policy for the next three years starting from the fourth quarter of 2018, which was 
approved by the General Assembly on 19 Sha`ban 1440H (corresponding to 24 April 2019). The objective of 
the dividends policy is based on maintaining a minimum level of dividend of SR 1 per share on quarterly 
basis. The Company will consider and pay additional dividend subject to the Board of Directors 
recommendation after assessment and determination of the Company's financial situation, outlook and 
capital expenditure requirements. 

It is probable that additional dividends are likely to vary on quarterly basis depending on the Company’s 
performance. 

The dividends policy will remain subject to: 

a- Any material changes in the Company's strategy and business (including the commercial environment 
in which the Company operates). 

b- Laws, regulations and legislations governing the sector at which the Company operates. 

c- Any banking, other funding or credit rating covenants or commitments that the Company may be 
bound to follow from time to time. 

In line with this policy, the Company distributed the following cash dividends during the year ended 31 
December 2020: 

- SR 2,000 million at a rate of SR 1 per share for the fourth quarter of 2019. 

- SR 2,000 million at a rate of SR 1 per share for the first quarter of 2020. 

- SR 2,000 million at a rate of SR 1 per share for the second quarter of 2020. 

- SR 2,000 million at a rate of SR 1 per share for the third quarter of 2020. 

In addition, in line with the same policy, the Company will distribute cash dividends to the shareholders of 
the Company for the fourth quarter of 2020, amounting to SR 2,000 million, at a rate of SR 1 per share. 

Treasury shares allocated to the emoloyee long-term incentives program are not entitled for any dividends 
during the period while the shares still under the Company's possession (See note 24). Therefore, no cash 
dividends were distributed for the shares that were repurchased during the year of 2020 as follows: 

- 182 thousand shares for the second quarter of 2020 were repurchased before the eligibility of dividend 
distribution to shareholders. 

- 1,785 thousand shares for the third quarter of 2020 (including above shares). 

- 2,983 thousand shares for the fourth quarter of 2020 (including the above shares). 

26- IMPACT OF CORONAVIRUS (COVID-19) OUTBREAK  
A novel strain of coronavirus (COVID-19) (“the virus”) was first identified at the end of December 2019, 
subsequently in March 2020 it was declared as a pandemic by the World Health Organization (WHO). The 
virus continued to spread throughout in nearly all regions around the world including the Kingdom of Saudi 
Arabia, which resulted in a slowdown of economic and social activities and shutdowns of many sectors at 
global and local levels.  

In response to the rapid spread of the virus and the resulting disruption of some social and economic 
activities, the group has assessed its impact on its current and future operational activities and has taken 
a series of preventive and precautionary measures, including activating of remote work to ensure the 
safety of its employees and their families, and fully activating the technical solutions and providing digital  
channels with greater capabilities and facilities to ensure the continuity of services provided to the 
customers and reach them to their location for their own safety. 
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26- IMPACT OF CORONAVIRUS (COVID-19) OUTBREAK (CONTINUED) 
At the end of the second quarter of 2020, the government of the Kingdom of Saudi Arabia has allowed the 
return of all economic and commercial activities, while observing the implementation of all preventive 
measures adopted, and commitment to social distancing. During the fourth quarter of 2020, several 
vaccines which passed the testing phase effectively and began to be manufactured and distributed 
globally to many countries, including the Kingdom of Saudi Arabia. 

As of the date of preparing these interim condensed consolidated financial statements, the Group’s 
operations and financial results have not incurred significant impact from the virus outbreak, taking into 
consideration the lower impact of the pandemic over the operations and activities of companies operating 
in telecom sector.  

The impact of the pandemic on the Group’s operations and financial results was assessed using some 
judgments, estimates and assumptions that contain sources of uncertainty as it depends on several future 
factors and developments that cannot be reliably forecasted. 

27- APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS 
At its meeting held on 21 January 2021, the audit committee (delegated by the Company`s Board of 
Directors) approved the interim condensed consolidated financial statements for the three months period 
and the year ended 31 December 2020. 

28- COMPARATIVE FIGURES 
Certain comparative figures have been reclassified to conform with the classification used for the year 
ended 31 December 2020. 




