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1 ORGANIZATION AND ACTIVITIES 
 

1.1 Mobile Telecommunications Company Saudi Arabia (the “Company”) along with its subsidiaries (together 

the "Group"), provides mobile telecommunication services in the Kingdom of Saudi Arabia in which it 

operates, purchases, delivers, installs, manages and maintains mobile telephone services.  

The Company is a "Saudi Joint Stock Company" established pursuant to the Ministerial Resolutions No. 

176 dated 25 Jumada I 1428H (corresponding to 11 June 2007) and No. 357 dated 28 Dhu Al-Hijjah 1428H 

(corresponding to 7 January 2008), Royal Decree No. 48/M dated 26 Jumada I 1428H (corresponding to 12 

June 2007) and Commercial Registration No. 1010246192 issued in Riyadh, Kingdom of Saudi Arabia on 

4 Rabi Awal 1429H (corresponding to 12 March 2008) to operate as the 3rd GSM public mobile cellular 

and technology neutral license in the Kingdom of Saudi Arabia for twenty five (25) years.  

 

The registered address of the Company is P.O. Box 295814, Riyadh 11351, Kingdom of Saudi Arabia.  
 

During the third quarter of 2018, the Company became a subsidiary of Mobile Telecommunications 

Company K.S.C.P. Kuwait ("Zain Group"). 
 

Based on the High Order dated 30 Dhu Al-Hijjah 1437 H (corresponding to 01 October 2016) which was 

announced by the Capital Market Authority on 01 Muharram 1438 H (corresponding to 02 October 2016) 

which directed the Communications and Information Technology Commission ("CITC") to coordinate with 

Mobile Telecommunication Company Saudi Arabia to:  

 

a. Extend its license for an additional 15-years period, bringing the remaining period to 32 years ending on 

21/Rabi Al Awwal 1469 H (corresponding to 18 January 2047).  

b. Coordinate with the Ministry of Finance to discuss the alternatives regarding the amounts due to the 

government; and  

c. Grant the Company a Unified License where it can offer all telecommunication services including fixed 

services which was issued on 23 Jumada first 1438 H (corresponding to 20 February 2017).  

 

In the fourth quarter of 2018, the Company signed an agreement with the Ministry of Finance, the Ministry 

of Communications and Information Technology and CITC, which includes the consolidation of the annual 

royalty for commercial service and the settlement of disputed amounts for the period from 2009 to 2017, 

which includes the following: 

 

a. Consolidate the annual royalty fee and reducing it from 15% to 10% of net revenues starting from 01 January 

2018. (Impact was reflected in cost of revenue and sales); and 

b. Settlement of the disputed amounts between the Company and CITC regarding the payment of disputed 

annual royalty fee for the period from 2009 to 2017. Under the condition, that the Company further invests 

in expanding its infrastructure in addition to other conditions over the next 3 years. 
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1 ORGANIZATION AND ACTIVITIES (continued) 
 

On 16 Jumada I 1440 H (corresponding to 22 January 2019) the Company acquired 2600 MHz spectrum for a 

period of 15 years starting from 1 January 2020, for a total license fee of SR 324 million payable in equal annual 

installments for 15 years starting from 1 January 2020.  

 

On 10 Rajab 1440 H (corresponding to 17 March 2019) the Company acquired 100 MHz of additional spectrum 

in the 3.5 GHz spectrum, for a period of 15 years, for a total license fee of SR 624 million payable in equal 

annual installments for 13 years starting from 01 January 2022.  

 

On 20 Rajab 1440 H (corresponding to 27 March 2019), the Company announces signing an agreement for the 

Sale and lease back of its Tower, worth SR 2.52 billion. The sale of approximately 8,100 passive tower 

infrastructure and the building of an additional 1,500 (over the next 6 years) together with the lease back of such 

towers, for 15 years with the option to extend. The transaction should be executed once the approvals of 

regulatory authorities including CITC is secured. On 20 Shawwal 1440H (corresponding to June 23, 2019), the 

Company received a letter from CITC stating that the towers purchaser did not meet the regulatory requirements 

for the purchase and lease of passive towers; therefore, it did not obtain a license to do so. Therefore, the company 

decided to cancel the sale of towers for this purchaser for regulatory reasons 

 

The Company’s management believes that the Company will be successful in meeting its obligations in the 

normal course of operations. The directors of the Company have a reasonable expectation that the Company has 

adequate resources to continue in operational existence for the foreseeable future. 

 

1.2 The Board of Directors, in their meeting held on May 7, 2018, recommended restructuring the share capital of 

the Company by reducing it from SR 5,837,291,750 to SR 3,616,110,780 and the total number of shares from 

583,729,175 shares to 361,611,078 shares by cancellation of 222,118,097 shares. The purpose of such capital 

reduction is to absorb the accumulated losses of the Company as at June 30, 2017. Further, the Board has 

recommended increasing the share capital by SR 6,000,000,000 through the issuance of 600,000,000 new shares 

(rights issue) which will increase its capital from SR 3,616,110,780 to SR 9,616,110,780 and will result in the 

injection of additional fresh cash, which will be used to reduce the Company’s debt. The recommendation of the 

Board is subject to the approval of the relevant authorities including the Capital Market Authority and the 

relevant extraordinary general assemblies. 
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1 ORGANIZATION AND ACTIVITIES (continued) 
 

1.3 Subsidiary Companies  

The Company established the following fully owned subsidiaries:  
 

a. Zain Sales Company is engaged in distributing, selling telecom equipment and handsets; and providing 

consulting services. Share capital SR 10,000. The company started its operation during the first quarter of 

2019. 

b. Zain Business Company will engage in establishment, construction, repair and maintenance of telecom 

stations and towers. Share capital SR 10,000. The company is not operational yet. 

c. Zain Payments Company will provide fintech services. Share capital SR 100,000. The company is not 

operational yet. 

 

 

1.4 On 16 June 2019, the Company has signed a new Junior Murabaha facility agreement amounting to SR 2.25 

billion with a consortium of five banks to settle its existing commercial loan which has been obtained from 

Commercial and Industrial Bank of China. The agreement has better terms and will have lower financing cost. 

The duration of the agreement is two years, with an option to be extended for one year upon Company’s request. 

This loan is fully secured by a corporate guarantee from Mobile Telecommunications Company K.S.C.P.This 

facility will be effective on 03 of July 2019. 

 

 

1.5 These financial statements were approved by the Board of Directors on 11 July 2019. 
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2 BASIS OF PREPARATION 
 

Statement of compliance 

 
These interim condensed consolidated financial statements (interim condensed consolidated financial 

information) have been prepared in accordance with International Accounting Standard 34 Interim Financial 

Reporting as endorsed in Saudi Arabia.  

 

IFRS 16 has been applied in preparation of these interim condensed consolidated financial statements. The Main 

changes to significant accounting policies are described (Note 3). 
 

The Capital Market Authority (CMA) announced the Board of Commissioners resolution dated 16 October 2016 

(corresponding to 15 Muharram 1438H), which obligates the listed entities to apply the cost model to measure 

the property, plant and equipment, investment properties and intangible assets upon adopting the IFRSs for three 

years period starting from the IFRSs adoption date, while continuing to abide by the IFRSs, that are endorsed in 

the Kingdom of Saudi Arabia, disclosure requirements, which require or encourage the disclosure of the fair 

value within the notes to the financial statements. The Company has complied with the requirements in these 

interim condensed consolidated financial statements. 

 

Basis of measurement 
 

These interim condensed consolidated financial statements have been prepared on the historical cost basis except 

for the end of service benefits provision, which has been actuarially valued and the measurement of financial 

assets at fair value through other comprehensive income as explained in the relevant accounting policies. 

 

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services. 

 

The Company has used same accounting policies including risk management policies that were used for the year 

ended 31 December 2018, unless mentioned otherwise (Note 3).  

 

Basis of consolidation 

 

These interim condensed consolidated financial statements comprising the interim condensed consolidated 

statement of financial position, interim condensed consolidated statement of profit or loss and other 

comprehensive income, interim condensed consolidated statement of changes in equity, interim condensed 

consolidated statement of cash flows and notes to the interim condensed consolidated interim financial 

statements of the Company, including assets, liabilities and the results of the operations of the Company and its 

fully owned subsidiaries, as set out in note 1.3. Subsidiaries are consolidated from the date on which ownership 

commences until the date its ceases. Accounting policies of subsidiaries are aligned, where necessary, to ensure 

consistency with the policies adopted by the Company. The Company and its subsidiaries have the same 

reporting periods. 
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2 BASIS OF PREPARATION (continued) 

 
Critical accounting estimates and judgments 
 
The preparation of interim condensed consolidated financial statements in accordance with IFRSs that are 

endorsed in the Kingdom of Saudi Arabia requires the use of certain critical estimates and assumptions that 

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 

reporting date and the reported amounts of revenues and expenses during the reporting period. Estimates and 

judgments are continually evaluated and are based on historical experience and other factors, including 

expectations of future events that are believed to be reasonable under the circumstances. The Company makes 

estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom 

equal the related actual results. 
 

The significant judgments made by management in applying the accounting policies and the key sources of 

estimation uncertainty were the same as those described in the last annual financial statements, except for new 

significant judgments and key sources of estimation uncertainty related to the application of IFRS 16. 

 

Extension and termination options in lease contracts 
 
Extension and termination options are included in a number of leases across the Company. These terms are used 

to maximize operational flexibility in terms of managing contracts. The majority of extension and termination 

options held are exercisable by both the Company and the respective lessor. 

 

In determining the lease term, management considers all facts and circumstances that create an economic 

incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods 

after termination options) are only included in the lease term if the lease is reasonably certain to be extended (or 

not terminated). The assessment is reviewed if a significant event or a significant change in circumstances occurs 

which affects this assessment and that is within the control of the lessee. 

 
Discounting of lease payments 
 
The lease payments are discounted using the Company incremental borrowing rate (“IBR”). Management has 

applied judgments and estimates to determine the IBR at the commencement of lease. 

 
Functional and presentation currency 
 
Saudi Riyal is the functional currency. These interim condensed consolidated financial statements are presented 

in Saudi Riyals (SR), rounded off to the nearest thousand. 

 



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA 
(A SAUDI JOINT STOCK COMPANY) 
 
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(UNAUDITED) (continued) 
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2019 

 

The accompanying notes (1) to (14) form an integral part of these financial statements 

- 12 - 

3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES 
 

Except as described below, the main accounting policies applied in these interim condensed consolidated 

financial statements are the same as those applied in the annual financial statements as at 31 December 2018. 

The changes in accounting policies are also expected to be reflected in the financial statements for the year 

ending 31 December 2019.  
 

The Company has initially adopted IFRS 16 “Leases” from 1 January 2019. 
 

General Impact of application of IFRS 16 Leases 

The key changes to the Company’s accounting policies resulting from its adoption of IFRS 16 is summarized 

below: 

From 1 January 2019, leases are recognized as a right-of-use asset and a corresponding liability at the date at 

which the leased asset is available for use by the Company. Each lease payment is allocated between liability 

and finance cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant 

periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is 

amortized over the shorter of the asset's useful life and the lease term on a straight-line basis.  

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include 

the net present value of the following lease payments:  

 fixed payments (including in-substance fixed payments), less any lease incentives receivable; 

 variable lease payment that are based on an index or a rate;  

 amounts expected to be payable by the lessee under residual value guarantees; 

 the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and  

 payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.  

Right-of-use assets are measured at cost comprising the following:  

 the amount of the initial measurement of lease liability;  

 any lease payments made at or before the commencement date less any lease incentives received; 

 any initial direct costs; and  

 restoration costs.  

Payments associated with leases of low-value assets are recognized on a straight-line basis as an expense in 

profit or loss. Low-value assets comprise IT-equipment and small items of office furniture.  

The associated right-of-use assets for property leases were measured on a retrospective basis as if the new rules 

had always been applied. There were no onerous lease contracts that would have required an adjustment to the 

right-of-use assets at the date of initial applications. 

 

On adoption of IFRS 16, the Company recognized lease liabilities in relation to leases which had previously 

been classified as ‘operating leases’ under the principles of IAS 17 Leases. These liabilities were measured at 

the present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate as 

of 1 January 2019. 

 

The Company has adopted IFRS 16 modified retrospectively from 1 January 2019, but has not restated 

comparatives for the 2018 reporting period, as permitted under the specific transitional provisions in the 

standard. The reclassifications and the adjustments arising from the new leasing rules are therefore recognized 

in the opening balance sheet on 1 January 2019.
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

The weighted average lessee’s incremental borrowing rate applied to the lease liabilities on 01 January 2019 was 

5.6 % interest expense on lease liabilities amounted to SR 41 million for the six-month period ended 30 June 

2019. 

 
 31 December 2018 

SR'000 
 

Increase/decrease 

SR'000 
 

1 January 2019 

SR'000 

Right of use of assets -  1,585,203  1,585,203 

Trade and other receivables 2,015,642  (268,529)  1,747,113 

Lease liabilities- current  -  374,735  374,735 

Lease liabilities- non current  -  1,235,084  1,235,084 

Accumulated deficit (1,800,156)  (293,145)  (2,093,301) 

 
 
 
 

     

 

The recognized right-of-use assets relate to the following types of assets: 

  Land and building 

 

SR'000 

 Cellular and other 

equipment 

SR'000 

Balance as of 1 January 2019  1,218,222  366,981 

Add: Additions / (Cancellation)  58,592  (6,131) 

Less: Amortizations  (149,104)  (55,388) 

Closing balance as at 30 June 2019  1,127,710  305,462 
 

 

 

 2019 

SR'000 

Operating lease commitments disclosed as at 31 December 2018 1,822,285 

Discounted using the lessee’s incremental borrowing rate of at the date of initial application  1,295,119 

Add/(less): adjustments as a result of a different treatment of extension and termination 

options and other adjustments  

314,700 

Lease liability recognized as at 1 January 2019 1,609,819 

Of which are:  

Current lease liabilities 374,735 

Non-current lease liabilities 1,235,084 

 1,609,819 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued) 

The following table summarizes the impact on interim condensed consolidated statement of financial position 

as at 30 June 2019:  

 As reported 

 

SR'000 

IFRS 16 

Adjustments 

SR'000 

Amounts without 

adoption of IFRS 16  

SR'000 

ASSETS     

Current assets    
Cash and cash equivalents 1,262,147 - 1,262,147 
Trade and other receivables 2,255,585 484,433 2,740,018 

Contract assets  397,214 - 397,214 
Inventories 211,026 - 211,026 
    
Total current assets 4,125,972 484,433 4,610,405 
    
Non-current assets    

Contract assets  28,773 - 28,773 

Right-of-use assets  1,433,172 (1,433,172) - 

Property and equipment 5,936,076 - 5,936,076 

Intangible assets 16,553,284 - 16,553,284 
    
Total non-current assets 23,951,305 (1,433,172) 22,518,133 
    
TOTAL ASSETS 28,077,277 (948,739) 27,128,538 
    
LIABILITIES AND EQUITY     

    
Current liabilities    
Trade and other payables 4,179,434 270,447 4,449,881 

Current portion of long-term borrowings 2,386,796 - 2,386,796 
Deferred revenue 540,332 - 540,332 

Lease liabilities 331,287 (331,287) - 
    

Total current liabilities 7,437,849 (60,840) 7,377,009 
    
Non-current liabilities    

Amounts due to related parties 6,480,840 - 6,480,840 
Lease liabilities 1,156,147 (1,156,147) - 

Other non-current liabilities 1,114,010 - 1,114,010 

Long-term borrowings 7,788,088 - 7,788,088 
Derivative financial instruments 133,491 - 133,491 

Provision for employees’ end of service benefits 100,146 - 100,146 
    
Total non-current liabilities  16,772,722 (1,156,147) 15,616,575 
    

Capital and reserves    

Share capital 5,837,292 - 5,837,292 

Hedging reserve (133,491) - (133,491) 
Other reserves (3,302) - (3,302) 

Accumulated deficit (1,833,793) 268,248 (1,565,545) 
    
Total capital and reserves 3,866,706 268,248 4,134,954 

  
 

 
TOTAL LIABILITIES AND EQUITY  28,077,277 (948,739) 27,128,538 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued) 

The following table summarizes the impact on the interim condensed consolidated statement of profit or loss 

for the six-month period ended 30 June 2019: 
 

 For the six-month period ended 30 June 2019 

 As reported 

 

SR'000 

IFRS 16 

Adjustments 

SR'000 

Amounts without 

adoption of IFRS 16 

SR'000 
    
Revenue 4,150,251 - 4,150,251 

Cost of revenue  (1,146,146) - (1,146,146) 
    
Operating and administrative  expenses (983,560) (270,592) (1,254,152) 

Depreciation and amortization (1,142,718) 204,492 (938,226) 

Expected credit loss on financial assets (ECL) (121,386) - (121,386) 

Interest income 13,838 - 13,838 

Other income /(expenses) 11,812 - 11,812 

Finance cost (522,583) 41,203 (481,380) 

    

Net profit before Zakat 259,508 (24,897) 234,611 

Zakat - - - 

Net profit for the period 259,508 (24,897) 234,611 

In applying IFRS 16 for the first time, the Company has used the following practical expedients permitted by 

the standard:  

 the use of a single discount rate to a portfolio of leases with reasonably similar characteristics; 

 reliance on previous assessments on whether leases are onerous; 

 the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial 

application; and  

 the use of hindsight in determining the lease term where the contract contains options to extend or terminate 

the lease.  

The Company has also elected not to reassess whether a contract is, or contains a lease at the date of initial 

application. Instead, for contracts entered into before the transition date the Company relied on its assessment 

made applying IAS 17 and IFRIC 4 Determining whether an Arrangement contains a Lease. 

The Company’s leasing activities and how these are accounted for: 

The Company mostly leases indoor and outdoor spaces for installation of its telecommunications sites. Rental 

contracts are typically made for fixed periods of 1 to 10 years but may have extension options. Lease terms are 

negotiated on an individual basis and contain a wide range of different terms and conditions. The lease 

agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes. 

Until the 2018 financial year, theses leases were classified as operating leases. Payments made under operating 
leases were charged to profit or loss on a straight-line basis over the period of the lease. 
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4 SEGMENT INFORMATION 
 

The following is an analysis of the Group’s revenues and results based on a segmental basis: 
 

 For the three-month period 

ended 30 June  

 For the six-month period 

ended 30 June  

Revenues 2019 

SR'000 

2018 

SR'000 
 2019 

SR'000 

2018 

SR'000 
      
Mobile Telecommunications Company  1,978,286 1,846,426  3,994,603 3,532,399 

Zain Sales Company  670,220 -  1,350,131 - 

Eliminations / Adjustments (591,745) -  (1,194,483) - 
      
Total Revenues 2,056,761 1,846,426  4,150,251 3,532,399 
      

Cost of operations (excluding 

depreciation and amortization) 
(1,040,526) (1,199,197) 

 
(2,129,706) (2,277,457) 

Depreciation and amortization (570,188) (436,090)  (1,142,718) (863,471) 
Expected credit loss on financial assets 

(ECL) 
(72,084) (31,820) 

 
(121,386) (68,715) 

Interest income 6,706 5,026  13,838 9,440 

Other income /(expenses) 6,463 5,741  11,812 (4,267) 
Finance cost (256,937) (227,660)  (522,583) (442,830) 
Zakat  - -  - - 
      
Net Profit / (loss) 130,195 (37,574)  259,508 (114,901) 

 
Following is the gross profit analysis on a segmental basis: 

 

 For the three-month period 

ended 30 June  

 For the six-month period 

ended 30 June  

 2019 

SR'000 

2018 

SR'000 
 2019 

SR'000 

2018 

SR'000 
      
Mobile Telecommunications Company  1,481,505 1,161,957  2,932,878 2,279,326 

Zain Sales Company  39,684 -  54,018 - 

Eliminations / Adjustments 2,541 -  17,209 - 
      
Gross Profit 1,523,730 1,161,957  3,004,105 2,279,326 

 
The following is an analysis of the Group’s assets and liabilities based on a segmental basis: 

 

Assets 30 June 2019 

SR'000 

31 December 2018 

SR'000 
   
Mobile Telecommunications Company  29,756,624 26,323,310 

Zain Sales Company  1,892,433 - 

Eliminations / Adjustments (3,571,780) - 
   
Total Assets 28,077,277 26,323,310 
   
Liabilities   
   
Mobile Telecommunications Company  25,961,907 22,311,062 
Zain Sales Company  1,837,644 - 

Eliminations / Adjustments (3,588,980) - 
   

Total Liabilities 24,210,571 22,311,062 
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5 PROPERTY AND EQUIPMENT 

 

During the six-month period ended 30 June 2019, the Company acquired assets with a cost of SR 1,065 million 

(30 June 2018: SR 1,007 million). During the period, the Company disposed assets with a net book value of SR 

228 thousand (30 June 2018: SR 7 thousand) resulting in a gain on sale of property and equipment amounting to 

SR 202 thousand (30 June 2018: SR 6 thousand). During the six-month period ended 30 June 2019, the 

depreciation and amortization expense amounted to SR 1,143 million (30 June 2018: SR 863 million). 

 

 

6 LONG TERM BORROWINGS  

 

 30 June 

 2019 

SR’000 

31 December 

 2018 

SR’000 

   Syndicate Murabaha facility (refer to note 6.1) 4,538,302 4,837,087 

Industrial and Commercial Bank of China loan (refer to note 6.2) 2,269,174 2,269,160 

Ministry of Finance (refer to note 6.3) 3,443,045 3,179,998 

Less: debt arrangement costs (75,637) (91,485) 

Total 10,174,884 10,194,760 

Less: current portion included in current liabilities (2,386,796) (2,526,633) 

 7,788,088 7,668,127 

 

6-1 On 31 July 2013, the Company had refinanced 2009 “Murabaha financing agreement” with a consortium of 

banks, which also includes existing Murabaha facility investors to extend the maturity date of its Murabaha 

facility for five years until 30 June 2018, which was due on 31 July 2013. This facility principal stood at SR 8.6 

billion with the SR portion totaling SR 6.3 billion and the USD portion totaling USD 0.6 billion (SR 2.3 billion). 

This facility has been restructured as an amortizing facility, 25% of which will be due during years 4 to 5 of the 

life of the facility, as a mandatory minimum amount due, with 75% due at maturity date. The Company settled 

SR 2.7 billion from this facility bringing the outstanding principal to SR 5.9 billion at the maturity date. 

 

On 5 June 2018, the Company has refinanced 2013 “Murabaha financing agreement” and extended the maturity 

date for additional five years until 29 June 2023 with a three years’ grace period. The new facility principal 

stands, at the financing day, at SR 5.9 billion with the SR portion totaling SR 4.25 billion and the USD portion 

totaling USD 0.45 billion (SR 1.705 billion). Moreover, the agreement includes a working capital facility totaling 

SR 647.3 million with the SR portion totaling SR 462.4 million and the USD portion totaling USD 49.3 million 

(SR 184.9 million) for two years. The working capital facility has not been utilized yet. 

 

Financing charges, as specified under the “Murabaha financing agreement” are payable in quarterly installments 

over five years. The new facility is secured partially by a guarantee from Mobile Telecommunications Company 

K.S.C and a pledge of shares of the Company owned by some of the founding shareholders and assignment of 

certain contracts and receivables. 

 

The Company is complying with the existing loan covenants.
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6 LONG TERM BORROWINGS (Continued) 
 

During the third quarter of 2018, the Company made an early voluntary payment for (SR portion: SR 428.3 

million, and the USD portion: USD 45.8 million) totaling SR 600 million. 

 

During the fourth quarter of 2018, the Company made a second early voluntary payment for (SR portion: SR 

374.81 million, and the USD portion: USD 40.05 million) totaling SR 525 million.  

 
During the second quarter of 2019, the Company made the third early voluntary payment for (SR portion: SR 

214.2 million, and the USD portion: USD 22.88 million) totaling SR 300 million.  

 
6-2 On 15 August 2016, the Company has signed a long-term commercial loan facility agreement amounting to SR 

2.25 billion with a two years’ tenor that is extendable by one additional year and payable at maturity. The facility 

agreement signed with the Industrial and Commercial Bank of China replace of the existing syndicated facility. 

The Facility is unconditionally and irrevocably guaranteed by Mobile Telecommunications Company K.S.C. On 

18 March 2018, the Company extended the final maturity date to 8 August 2019. 

On 16 June 2019, the Company has signed a new Junior Murabaha facility agreement amounting to SR 2.25 

billion with a consortium of five banks to settle its existing commercial loan which has been obtained from 

Commercial and Industrial Bank of China. The agreement has better terms and will have lower financing cost. 

The duration of the agreement is two years, with an option to be extended for one year upon Company’s request. 

This loan is fully secured by a corporate guarantee from Mobile Telecommunications Company K.S.C.P. 

Financing charges are based on SIBOR plus agreed margin and payable in quarterly instalments. This facility 

will be effective on 03 of July 2019. 

 

6-3 During 2013, the Company has signed an agreement with the Ministry of Finance, Saudi Arabia to defer 

payments of its dues to the government for the next seven years, estimated at SR 5.6 billion. These deferred 

payments under this agreement will be bearing commercial commission payable annually, while the amount due 

will be repayable in equal instalments starting June 2021. The amount deferred by the Company as of 30 June 

2019 amounted to SR 3,310 million (31 December 2018: SR 2,898 million). 
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7 RELATED PARTIES INFORMATION 
 

During the current period, the Company entered into the following trading transactions with related parties: 

 

 For the three-month period  

ended 30 June 

 For the six-month period  

ended 30 June 

 2019 

SR’000 

2018 

SR’000 

 2019 

SR’000 

2018 

SR’000 
      

Revenue from entities owned by a 

shareholder 
3,256 3,785  6,845 7,443 

Purchases from entities owned by a 

shareholder 
12,852 2,959  33,443 5,270 

Branding and Management fees 

charged by a shareholder 
53,043 13,193  106,992 25,282 

Finance charges charged by a 

shareholder 
82,856 73,539  163,964 144,848 

 

The following balances were outstanding at the reporting date: 

 

 30 June 

2019 

SR’000 

31 December 

2018 

SR’000 
   

Amounts due to shareholders 6,480,761 6,584,625 
Amounts due to entity owned by a shareholder 79 78 
Amounts due from a shareholder 740 721 

 
In accordance with the arrangements agreed with the shareholders during 2009, some of the founding 

shareholders have provided advances to the Company. During 2012, pursuant to all related approvals, the 

principal amount of these advances were utilized to increase the share capital of the Company. Additionally, a 

founding shareholder has provided additional loans and made certain payments on behalf of the Company. All 

advances, loans and amounts due to shareholders carry finance cost that approximate the prevailing market rates. 
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8 PROVISION FOR EMPLOYEES’ END OF SERVICE BENEFITS 

 

 30 June 

 2019 

SR’000 

31 December 

 2018 

SR’000 

Opening balance 93,425 94,167 

Current service cost 9,500 18,167 

Interest cost - 3,952 

Payments (2,779) (17,998) 

Actuarial gain - (4,863) 

Closing balance 100,146 93,425 

 

The most recent actuarial valuation was performed by Lux Actuaries & Consultants for the year ended 31 

December 2018 and was performed using the projected unit credit method. 

 

The principal assumptions used for the purposes of the actuarial valuation were as follows: 

 

Attrition rates 10% to 13% 

Salary increases 4% 

Discount rate 4.9% 
 

All movements in the end of service benefits liability are recognized in profit or loss except for the actuarial gain 

which is recognized in other comprehensive income. 

 

9 SHARE CAPITAL 
 

The Company had 583,729,175 shares of SR10 each in issue as at the reporting date. There were no movements 

in share capital in the period under review. 
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10 EARNINGS PER SHARE 
 

Basic and diluted earnings per share is based on the net profit for the three and six-months periods amounting to 

SR 130 million and SR 260 million respectively (30 June 2018: (Losses) for the three and six-months periods 

amounting to SR (38) million SR (115)  million respectively divided by a weighted average number of shares in 

issue of 583,729,175. 

 

11 CAPITAL COMMITMENTS AND CONTINGENCIES 
 

The Company had capital commitments of SR 2,166 million (31 December 2018: SR 1,206 million) as at the 

reporting date. 
 

The Company had contingent liabilities in the form of letters of guarantee and letters of credit amounting to SR 

267 million as at 30 June 2019 (31 December 2018: SR 260  million). 
 

The Company is subject to and also pursuing lawsuits, proceedings, penalties and fines imposed by the regulator, 

municipalities and other claims from suppliers and telecommunication providers in the normal course of 

business. After having consulted with its internal and external legal counsel and technical advisors, the Company 

believes that these matters are not expected to have a significant impact on the financial position or the results 

of operations of the Company. 
 

12 ZAKAT 
 

Zakat charge for the period 
 

Due to negative zakat base, no zakat has been charged during the period. 
 

Status of assessments 
 

The Company had finalized its zakat and tax status up to 2008 and obtained the related certificate.  

The Company had submitted its financial statements along with zakat and returns for the years 2009 to 2017 and 

paid zakat and withholding tax according to the filed returns. 

 

On 18 Ramadan 1436 H (corresponding to 07 July 2015), the Company received the Zakat and withholding tax 

assessments from General Authority of Zakat and Tax (GAZT) for the years 2009 to 2011 whereby they asked 

to pay an additional amount of SR 620 million of which SR 352 million are related to Zakat differences and SR 

267 million as withholding tax subject to delay penalty payable from the due date up to the settlement date equals 

to 1% for every 30 days. 

 

Zain appealed this claim for additional payments on 27 August 2015, and was able to have the amount of SR 

352 million related to Zakat revoked entirely. In addition, SR 219 million of the withholding tax claim was also 

revoked.  

 

To appeal before the High Appeal Committee (HAC), Zain completed the required conditions in the Articles of 

the Saudi Tax Law, by paying the invoices issued by GAZT amounting SR 48 million on 16 November 2017 

related to Withholding Tax (WHT) and issued a bank guarantee for the amount of SR 43 million related to the 

penalty generated from the delay in paying the WHT. 

 

Based on the above, Zain received the reassessment letter for the paid amount and presented its objections before 

the HAC on the preliminary Appeal Committee opinion on 19 November 2017. 

 

There is no financial impact as the Company has sufficient provisions to cover these amounts. 
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13 FAIR VALUE OF FINANCIAL ASSETS AND LIABILTIES  

 
Assets and liabilities measured at fair value in the statement of financial position are grouped into three levels 

of fair value hierarchy. This grouping is determined based on the lowest level of significant inputs used in fair 

value measurement, as follows: 

 

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities. 

 

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, 

either directly (i.e. as prices) or indirectly (i.e. derived from prices). 

 

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

 

All the financial assets and liabilities of the Company are carried at amortized cost. Therefore, the fair value 

hierarchy disclosure which requires a three-level category of fair value is not disclosed. 

 

The carrying values of all the financial assets and liabilities reflected in the financial statements are the 

reasonable approximation of their fair values. 

 

14 COMPARATIVE FIGURES 

 
Previous period/year figures have been rearranged and/or reclassified, wherever necessary, for the purpose of 

comparison in the interim condensed consolidated financial statements. 

 

 


