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REPORT ON REVIEW OF CONDENSED
INTERIM FINANCIAL STATEMENTS

=]

0: TEE SHAREFOLDERS OF
ETTHAD ATREEB TELECOMMIUNICATION COMPANY
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying condensed interim statement of financial position ¢f ETIHAD ATHEREB
TELECCMMUNICATION COMPANY (the "Company ") as at 30 June 2019, and the related condensed interim
statements of profit or loss and other comprehensive income, changes in equity and cash flows for the three maonth
period then ended, and a summary of significant accounting policies and other explanatory notes. Management is
responsible for the preparation and presentation of these condensed interim financial statements in accordance with
International Accounting Standard (34) “Interim Financial Reporting” that is endorsed in the Kingdom of Saudi
Arabia. Qur responsibility is to express a conclusion on these condensed interim financial statements based on our
review,

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of
interim financial information performed by the independent auditor of the entity”, that is endorsed in the Kingdom
of Saudi Arabia. However, because of the significance of the matters described in the Basis for Disclaimer of
Conclusion section of our report, we were not able to express a review conclusion on these condensed interim

financial statements.

Basis for Disclaimer of Conelasion

The Company’s condensed interim financial statements as at and for the period ended 30 June 2019 have héen
prepared on a going concern basis of accounting. However, we weie unable to conclude whether the use of the
gomng concern assumption basis uf accounting to prepare these condensed interim financial statements is
appropriate, due to the fullowing factors:

(a) As disclosed in Note 2 of the condensed interim financial statements, the Company’s current liabilities exceed
its cutrent assets by SAR 663.15 million as at 30 June 2019, and for the period then ended, the Company
incurred a net loss of SAR 31.86 million.

(b} The Compaity’s condensed interim statement of financial position includes non-financial assets amounting to
SAR 974.11 million as at 30 June 2019, There was a significant change m the market whereby the
Communication and information Technology Commission (“industry regulator”) awarded a unified
telecommunications concession to mobile telecommunications network operators. However, the industry
regulator did not award the Unified License to the Company. Management has carried out an mpairment
assessment in accordance with the IAS 36 “Impairment of assets”, and has determined that the recoverable
amounts of the aforementioned assets exceed their carrying amounts as ai 30 June 2019 and hence no
impairment loss has been recognized. Management’s impaiiment assessment is highly dependent on a number
of subjective judgements and assumptions about future business performance. Certain assumptions made by
management in the impairment review ate key judgements, including deferral of payments to key suppliers.
cash flows, overall long-term 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.

Audit, Tax & consultants

Salman B. AlSudairy Musad A. AL Shaikh Abdullah M. AlAzem
Licensc No. 283 License No, 658 License No. 335



REZPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS (CONTINUED)
ETHAD ATHOEEB TELECOMMUNICATION COMPANY
(A Saudi Joinf Stock Cornpany)

Basis for Tisclaimer of Conclusion (cortinnea)

However, as of the date of approval of the condensed interim financial statements, a binding agreement lias
not been signed with the key suppliers, confirming their continued financia! and technical support, including
acceptance of deferment of payments. Moreover, the business plan is highly sensitive to changes in the
revenue and the operating cost growth rates and any reasonably possible change in these assumptions could
lead to the erosion of headroom in the impairment of assessment.

(¢} The Company has an overdue balance owed to its key supplier amounting to SAR 668.22 million as at 30
June 2019. The Company has contacted the key supplier with the intention of entering into an zgreement to
restructure the repayments of the amounts owed to them. The discussions with the key supplier are still
ongoing.

The condensed interim financial statements have been prepared using the going concern assumption basis of
accounting as the Board of Directors are of the view that the Company will be able to successfully complete the
restructuring of the repayment terims 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 assuraption basis of accounting
to prepare these condensed interim financial statements is appropriate as the outcome of the restructuring has yet
to be satisfactorily concluded at the date of these condensed interim financial statements and is mherently
uncertain. If the going concern basis of accounting is not appropriate and the condensed interim financial
statements were 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 funancial position. If the Company is
unable to continue in operational existence for the foreseeable future, the Company may be unable to discharge its
Habilities in the normal course of the business and adjustments may have to be made to reflect the situation that
assels may need to be realized other than in the normal course of the business and at amounts which could differ
significantly from the amounts at which they are currently recorded in the condensed interim statement of
financial position. In addition, the Company may have to reclassify its non-current assets and non-current
liabilities as current. No such adjustments have been made to these condensed interim financial statements.

Tisclaimer of Conclusion

Because of the significance of the matter described in the Basis for Disclaimer of Conclusion section of our report
and their possible cumulative effect on the condensed interim financial stateraents, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis of a review conclusion on the accompanying
condensed interim financial statéments of Etihad Atheeb Telecommunication Company for the period ended 30
June 2019,
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
Asat 30 June 2010
{Saudi Arabian Riyals)

30 June 2019 31 March 2019
hote Unnuditad Atsdited
ASSETS "‘
Non-current assets
Property and equipment 4 233,021,408 237,790,766
Intangibles 5 741,084,028 754,440,124
Right of use assets 6 285,461,319 -
Total non-current assets . 1,259,566,752 992,230,890
Current assets
Inventories 1,297,765 1,097,665
Trade receivables 7 182,835,049 162,913,123
Prepayments and other current assets 134,220,709 135,567,511
Cash and cesh equivalents 8 107,962,031 97,574,234
Total current assets 426,215,884 397,152,533
TOTAL ASSETS 1,685,8482,306 1,389,383,423
EQUITY AND LIABILITIES
Equity
Share capital 1 350,529,000 472,500,000
Accumulated losses 160,152,630 (250,262,112
Total equity 190,376,370 222,237,888
Liabilities
Nou-current lisbilities
Murabaha financing 10 - 7,767,053
Long term accounts payable 13 114,495,952 112,770,461
Lease Liabilities 279,233,193 -
Defined benefit obligation ~ employees” benerit 9,305,423 9,524,000
Decommissioning provisions 3,008,749 2,980,651
Deferred gain - 53,571,450
Tetal non-current liabilities 406,043,317 186,613,615
Current liabilities
Murabaha financing ~ current portion io 31,068,184 31,068,184
Accounts payable - short term 802,800,394 754,518,154
Accrued expenses and other current liabilities 150,876,252 145,560,804
L.ease Liabilities — current portion 71,560,963 -
Deferred gain - current portion - 12,857,112
Deferred income 30,457,868 33,828,708
Provision for zakat and tax 17 2,698,953 2,698,558
Total current liabilities 1,089,462,619 980,531,920
Total liabilities 1495505936 1.167,145,535
TOTAL EQUITY AND LIABILITIES 1,685,882 306 1,389,383,423
The accompanying notes (1) through (20} form an integral these condensed interim financial statements
Fahad Al Bawardi : B ;
Whief Exgeutive Officer y A
Husam Sadagah

Chairman
3



ETTHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS AND QOTHER
COMPREHENSIVE INCOME
For the three month period ended 30 June 2019

Revenue
Cost of services
Gross profit

Seliing 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

{Saudi Arabian Riyals)

Note

4,36

12

Items that will not ke reclassified to profit or loss in

subsequent periods

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

Loss per share ~ basic and diluted

The accompanying aotes (1) through (20} form an integral part of these condensed interim financi
[ )

Fahad Al Bawardi
Acting Chief’ Executive Officer

statements.

For the three month period ended
30 June 2019 30 June 2018

Unaudited Unaudited _
97:‘097.511 104,665,166
(S7,418,863) _ (72,231,051)
39,678,648 32,434.115
(5,755,047) (8,870,920)
(30,897,738)  (22,092,492)
(7,294,722) (8,800,649)
(A7,671443)  (25,578,665)
—— . 3,964 15222852
(25,914,335) (17,685,760)
5,947,183 {4,184,463)

 (3LI61818) —(21,870.23)

] (31,351,513; QI.STD,E—Z
(0.91) (0.62)

Syt \% Mahmoud Al Abdullah
i Acting Chief Financial Officer
Husam Sadegah—
Chairman
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stack Company)
CONDENSED INTERIM STATEMENT OF CHANGES N EQUITY
For the three month period ended 30 Junz 2019
{Saudi Arabian Riyals)

Accumulated
Sharecapital ___ losses =~ Total
Balance at 01 April 2018 (Audited) 472,500,000  (198,550,905) 283,949,095
Impact of adoption of IFRS ¢ - (9496,132)  (9,496,132)
Lass for the period - QIRI022 (CLE02)
Other comprehensive income = - -
Total comprehensive loss for the period -- (21.870,223) (21,870,223)
Balance st 30 June 2013 (Unaudited) 172,500000 _ (219,917260) _ 252,562,740
Balance at 01 April 2019 {Audited) 472,560,000 (250,262,112) 222,237,888
Loss for the period ~  (31851,518) (31.861,518) |
Other comprehensive income e T - —_
Total comprehensive loss for the pericd - (31,861,518} (31,861,518)
Reduction of share capital to absorb losses (121,971,000) 121,971,000 -
Balance at 30 June 2019 {Unaudited) 350,529,000  (160,152,630) 190,376,370

The accompanying notes (1} through (20) form an integral part of these condensed intert

statemenis.
{ v
Fahad Al Bawardi . S % Mahmoud Al ABdulleh
Acting Chief Executive Officer N, Acting Chisf Financial Qfficer
Husam Sadagah >
Chairman



ETIHAD ATHEER TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

CONDENSED INTERIM STATEMENT O

For the three month period ended 30
{Saudi Arabian Riyals)

Cash flows from operating activities

Lass for the period

Adjustments for non-cash items:

Depreciation and amortization

Amortization of defcrred gain on disposal of property
and equipment

Impairment loss on trade receivables

Finance costs

Provision for employees’ end of service benefits

Changes in working capital

Inventories

Trade receivables

Prepayments and other current assets
Accounts payable

Accrued expenses and other eurrent liabilitjes
Deferred income

Finance costs paid
Employees' end of service benefits paid
Net cash generated from operating activities

Cash flows from investing activities
Addition to property and equipment
Net cash used in investing activities

Cash flows from financing actlvities
Repayment of murabaha financing
Net cash used in finaneing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Supplementary information for non-cash transaction
Impact of adoption of IFRS 16
Impact of adoption of IFRS 9

Note

F CASH FLOWS
June 2019
For the three month period ended
30 June 2019 30 June 2018
Unaudiied Unaudited
(31,861,518) (21.870,223)
30,897,735 22,092,492
- {3,214,287)
7,294,722 8,800,649
3,965,951 778972
331,806 453.000
10,628,606 7,040,603
(200,100) 300,966
(27,216,648) {31,817,078)
(38,438,209) {57,081,284)
69,030,119 78,928,806
8,817,914 18,129,309
(3.370,840) 1,147,426
19,250,932 16,645,748
{458,255) {635,909)
_{637,827) {678,177)
18,154,850 15,334,662
- (988,588)
o {988,588)
(1,767,053 (7.767.024)
—(7.767,083) (176700
10,387,797 6,579,050
97,574,234 53,880,263
107,962,031 60459313
298,234,404 -
~ 9&]32

The acco jpg notes (1 Y'through (20) form an integral part of these condensed interim finahois?
. stalement;
Fahad Al Bawardi i

Acting Chief Executive Officer
Husam S
Chairman

" Mahmoud Al Abaull
Acting Chief Financial Officer
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ETIHAD ATHEEB TELECOMM JUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month petiod ended 30 June 2019

ORGANIZATION AND ACTIVITIES
General information

Etihad Atheeb Telecommunication 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 14304 {corresponding to 25 February 2009), The registered address
of the Company is P.O. Box 25039 Riyadh 11391 Kingdom of Saudi Arabia,

(corresponding to 29 December 2016), the Communications and Information Technology
Commission (CITC) has extended the life of the Company’s license by 15 years (ending on 31
March 2049) (see note 5.1).

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

The Board of Directors of the Company recommended to reduce the Compary’s share capital by

150 and 224 of the new Companies® Regulation, The aforesaid reduction has been approved in
the extra ordinary general meeting of shareholders held on 24 April 2019,

As at 30 June 2019, the athorized, issued and paid up share capital of the Company is SAR
350.53 million (31 March 2019 472.50 million) divided into 35.05 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 Board of Directors of CITC, in their meeting held on 23 Julv 201 7,
has accorded first approval for the grant of the Unified License to the Company and has referred
the matter to the Council of Ministers for their final approval. However, the Company has received
another letter from CITC, dated 21 May 2018, stating that the Company’s application for the
Unified License has been rejected.

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

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

The Company filed an appeal against CITC with the Court for returning the full amount of the
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 heid by CITC, The case is pending for hearing in the Court.
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a)

b)

ETIHAD ATHEER TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTYES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

BASIS OF PREPARATION
=andy L - SHTARATION
Statement of compliance

These condensed interim financial statements have been prepared in accordance with IAS 34
‘Interim Financia] Reporting’ that is endorsed in the Kingdom ot 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 2019 (“last annual Financial Statements™). These condensed interim
financial statements do not include all of the information required for a complete set of IFRS
Financial Statements. However, selected accounting policies and explanatory notes are included
to explain events and transactions that are significant to understand the changes in the Company’s
financial position and performance since the last annual financial Statements, This is the first set
of condensed interim financial statements where IFRS 16 have been apphed. Changes to
significant accounting policies are described in Note (3).

Basis of measurement

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 2019, the Company’s current Habilities exceeds its current assets by SAR 663 15
million (31 March 2019: SAR 583.38 million). Moreover, the Company has accumulated losses
amounting to SAR 160 million as of 30 June 2019, which approximate 45.69% of the Company’s
share capital and the Company incurred a net loss of SAR 3] -86 million for the period than ended.

The Company’s management belicves that the Company’s business will improve and that it will
be able to meet its obligations as and when they become due, The Company’s current cash flow
forecasts are critically dependent upon the continued deferral of payments and ongoing support

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 alternative uses of the Company’s
frequency spectrum, and cost optimization plans.

for the foreseeable future (taking into account the expectations of the Company in relation to the
ongoing discussions with key suppliers). Accordingly, they continue to adopt the going concern
basis in preparing the condensed interim financial statements. The condensed interim financial
statements do not include the adjustments that would result if the Company were unable to
continue as a going concern.
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3.1

3.2

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

BASIS CF PREPARATION (CONTIN UED)
Functional and presentation currency

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

Use of estimates aid fudgments

In preparing these condensed interim financial statements management has made Jjudgments,
estimates and assumptions that affect the. application of accounting policics and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The significant judgments made by management in applying the Compeny’s 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, which are described in Note 3.

SUMMARY OF SIGNIiFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparaiion of the condensed interim financial statements
are consistent with those followed in the preparation of the Company’s annual financial statements
for the year ended 31 March 20 19, except for the adoption of new standards effective as of 1 April
2019. The Company has not early adopted any other standard, interpretation or amendment that
has been issued but is not yet effective,

New standards, ingerpretations, and amendments adopted by the Company

The Company applies, for the first time, IFRS 16 “Leases”, As required by IAS 34, the nature and
effect of these changes are disclosed below.

3.L.1. Annual improvements to IFRSs 2015-2017 Cycle

The Improvement to IFRS (1 1} “Joint Arrangements” related o Previously Held Interests in a
Joint Operation.

Improveinent to IAS (12) “Income Taxes” related to Income Tax Consequences of Payments on
Financial Instruments Classified as Equity.

Improvement to 1AS (23) “Borrowing Costs” related to Borrowing Costs Eligible for
Capitalization.

Changes in significant accounting policies

Except as deseribed below, the accounting policies applied in these condensed interim fnancial
Statements are the same as those applied in the last annyal financial statements for the year ended
31 March 2019. The changes in accounting policies are also expected to be reflected in the annual
financial statements tor the year ending 31 March 2020,

IFRS 16 — 1 eases

IFRS 16 supersedes TAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluaiing the Substance of Transactions
Involving the T.egal Form of 2 Lease. The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and requites lessees to account for most leases
under a single on-balance sheet model,



3.2

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIV; FiNANCIAL STATEMENTS
For the three month period ended 30 June 2019

Changes in significant accounting policies (continued)

IFRS 16 — Leases (continued)

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue
to classify leases as either operating or finance leases vsing similar principles as in IAS 17,
Therefore, IFRS 16 did not have an impact for leases where the Company is the lessor

In the current pericd, the Company has adopted IFRS 16 using the miodified retrospactive method
of adoption with the date of initial application of 1 April 2019,

The Company elected to use the practical expedient available on transition to IFRS 16 not to
reassess whether a contract contains a lease or not, allowing the standard to be applied only to
contracts that were previously identified as leases applying IAS 17 and IFRIC 4 at the date of
initial application.

The Company also adopted the following practical expedients when applving IFRS 16 to leases
previously classified as operating leases under IAS 17;

* Applied a single discount rate to a portfolio of leases with teasonably similar
characteristics.

* Applied the exemption not to recognize right-of-usc assets and liabilities for leases that
are expiring during 2019,

* Excluded initial direct cost from measuring the right-of-use asset at the date of initial
application,

The Company also elected to use the recognition exemptions for lease contracts that, at the
commencement datc, have a lease term of 12 months or less and do not contain a purchase optiun
{‘short-term leases’), and lease contracts for which the underlying asset is of low value (*low-
value assets®),

Prior to adoption of IFRS 16:

Before the adoption of IFRS 16, the Company classified each of its leases (as lessee) at the
inception date as either a finance lease or an operating lease based on the substance of the
arrangement at the inception date.

A lease was classified as a finance lease that transfer to the Company substantially all of the risks
and benefits incidental to ownership of the leased item, are capitalized at the commencement of
the lease at the fair value of the leased property or, if lower, at the present value of the minimum
lease payments. Lease payments are apportioned between finance charges and a reduction in the
lease liability so as to achieve a constant rate of interest on the remaining balance of the liability.

In an operating lease, the leased property was not capitalized and the lease payments were
recognized as operating expense in the statement of profit or logs on a straight-line basis over the
lease term. Any prepaid and accrued amounts were recognized under prepayments and other
payables, respectively.

After adoption of IFRS 16:

Upon adoption of IFRS 16, the Company applied a single recognition and measurement approach
for all leases that it is the lessec, except for short-term leases and leases of low-value assets. The
Company recognized lease liabilities to make lease payments and ri ght-of-use assets representing
the right to use the underlying assets. In accordance with the modified retrospective method of
adoption, the Company applied IFRS 16 at the date of initial application. Under modified
retrospective approach right-of use assets were measured at the amounit equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognized
in the statement of financial position as at 01 April 2019 with no net impact on accumulated
losses. Accordingly, the comparative information is not restated.

10



1.1

ETIHAD ATEZEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

NOTZES TO THE CONDINSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 Junc 2019

SIGNIFZCANT ACCOUNTING POLICIES (CONTINUED

Impact on the condensed inferim financial statements

The following tables summarizes impacts of adopting IFRS 16 on the Company’s condensed interim

financial statements:

Zmpact on the condensed statement of financiaj position as at 30 June 2019

ASSETS
Non-current assets
Property and equipment
Intangibles

Right of use assets

Total non-current zssets

Current assets

Inveniories

Trade receivables

Prepayments and other current assets
Cash and cash equivalents

Total current assets

TOTAL ASSETS

ZQUITY AND LIABILITIES
Equity

Share capital

Accumulated losses

Total equity

Liabilities

Non-current liabilities

Murabaha financing

Long term accounts payable

Lease Liabilities

Defined benefit obligation — employees’ benefit
Decommissioning provisions

Deferred gain

Total non-current liabilities

Current liabilities

Murabaha financing -- current portion
Accounts payabie — short term

Accrued expenses and other current liabilities
Lease Liabilities — current portion

Deferred gain — current portion

Deferred income

Provision for zakat and tax

Total current jiabijlities

Total liabilities

TOTAL EQUITY AND LIABILITIZS

Balsnce
without Balance as
adoption of Adjustment per
IFRS 16 IFRS 16 Financials
233,021,405 - 233,021,405
741,084,028 -- 741,084,028
-- 283461319 235,461,312_
974,105,433 285461319 1 1259,566,752
1,297,765 -- 1,297,765
182,835,049 -~ 182,835,049
151,480,866 (17,260,157 134,220,709
107,962,031 - 107,962,031
443,575,711 (17,260,157) 426,315,554
1,41 7.6§_1,144 268,201,162 1,685,882.306
350,529,000 - 350,529,000
(152,423,864) (7,728,766) ( 160,152,630)
198,105,136 (7,728,766) 190,376,370
114,495 952 - 114,495,952
- 279,233,193 279,233,193
9,305,423 - 9,305,423
3,008,749 - 3,008,749
50,357,163 (50,357,163) -
177,167,287 228,876,030 406,043,317
31,068,184 - 31,068,184
802,800,394 - 802,800,394
162,526,205 (11,649,953) 150,876,252
- 71,560,963 71,560,963
12,857,112 (12,857,112) -
30,457,868 - 30,457,868
2,698,958 - 2,698,958
1,042,408,721 47,053,898 1,089,462,619
1,219,576,008 275,929,928  1,495,505,936
1,417,681,144 268,201,162 1,685,882,306
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ETIHAD ATEEZB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019-

SIGNIFICANT ACCOUNTING POLICIES (CONTINU ED)

Impact on interim statement of profit or loss and other comprehensive income for the three
months period ended 30 June 2019

Balance without Balance as
adoption of Adjustment per

___IFRS 1% IFRS 16 Financials
Revenue 97,097,511 - 97.087,511
Cost of services (68,955,347) 11,536,484 (57,418,863)
Gross profit 28,142,164 11,536,484 39,678,648
Selling and marketing expenses (9,755,047) = (5,755,047)
Depreciation and amortization (18,124,650)  (12,773,085) (30,897,735)
Impairment loss on trade réceivables (7,294,722) -~ (7,294,722)
General and administrative expenses (17,790,912) 113,469 (17,677,443)
Other income 3,246,251 (3,214,287 31,964
Operating loss (21,576,916) (4,337,419) (25,914,335)
Finance costs (2,555,836) (3,391,347) _ (5,947,183)
Loss for the period - (24,132,752) (7,728,766)  (31,861,518)

Other comprehensive income

ftems that will not be reclassified to profit or loss
in Subsequent periods

Re-measurement of defined benefit obligation

Total comprehensive loss for the period (24,1327 752) (7,728,766) (31,861,518)

The change in accounting policy affected the following items in the statement of financial position
on 1 April 2019:

® Right-of-use assets of SAR 298,234,404 were recognized and presented separately in the
statement of financial position.

* Lease liabilities of SAR 347,402,809 and prescnted separaiely in the statement of financial
position,

® Prepayments of SAR 17,260,157 related to previous operating leases were reclassified to the
right of use assets.

*  Deferred gain of SAR 66,428,562 related to sale and leaseback of the telecommunication towers
were reclassified to the right of use assets,

Impact on the statement of financial pasition (increase / (decrease)) as at 1 April 2019:

1 April 2019

SAR
Assets
Right-of-use assets 298,234 404

(17,260,157
280,974,247

Prepayments

Liabilities
Lease {abilities
Deferred gain

347,402,809
(66,428,562)
—. 280,974,247




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)
NOTES TO TEE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

For the three months ended 30 June 2019:

*  Depreciation expense increased by SAR 12,773,085 relating to the depreciation of right of use
assets recognized,

 Rent expense decreased by SAR 11,649,953 relating to previous operating leases.

* Finance costs increased by SAR 3,391,347 relating to the interest expense on additional lease
liabilities recognized.

* Amortisation of deferred gain (Other income) decreased by SAR 3,214,287

Impact.on the statement of profit or loss (increase / {decrease)) for the three months ended 30 June
2019;

31 March 2019

SAR
Depreciation expense {(12,773,085)
Rent expense 11,649,953
Other income (3,214,287)
Operating profit (4,337,419)
Finance costs (3,391,347)
Profit for the period (7,728,766)

Amounts recognised in the statement of financial position

As at 30 June 2019, the cost of right of use assets is SAR 298,234,404 and acoumulated depreciation is
SAR 12,773,085,

For the quarter ended 30 June 2019, the campany has recognised interest expense of SAR 3,391,347 on
lease liability.

Below are the new accounting policies of the Company after adoption of IFRS 16:
Leases

The Company assess whether a contract contairs a lease, at inception of the contract. For all such lease
arrangements the Cormpany recognize right of use assets and [ease liabilities except for the short term
leases and leases of low value assets as follows:

Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any re-measurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs meurt ed, and
lease payments made at or before the commencement date less any lease incentives received. Unless the
Company is reasonably certain to obtain ownership of the leased asset at the end of the lcase term, the
recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated
useful life and the lease term. Right-of-use assets arc subject to impairment.
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ETIEAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTZS TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

SIGNIFICANT ACCOUNTING POLICIES ( CONTINUED)

Lease liabilities

Atthe comnmencement date of the lease, the Company recognises lease Habilities measured at the present
value of lease payments to be made over the Jzase term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option reasonably certain to be exercised
by the Company and payments of penalties for terminating a lease, if the lease term reflects the Company
exervising the option to terminatc. The variable lease payments that do not depend on an index or a rate
are recognised as expense in the period on which the event or condition that triggers the payment occus.

In caleulating the present value of lease payments, the Company uses the incremental borrowing rate at
the Tease commencement date if the interest rate implicit in the lease is not readily determinable, After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is re-
measured if there is a modification, a change in the lease term, a change in the in-substance fixed lease
payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery
and equipment (i.e., those leases that have a lease term of 12 months or less from the commencement
date and do not contain a purchase option). It also applics the lease of low-value assets recogmtion
cxemption to leases of office equipment that are considered of low value. Lease payments on short-term
leases and leases of low-value assets are recognised as expense on a straight-line basis over the lease
term.

Significant judgement in determining the lease term of contracts with renewal options

The Company determines the leasce term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease ifit is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Company applies judgement in evaluating whether it is reasonably certain to exercise the option to
renew. That is, it considers all relevant factors that create an economic incentive for it to exercise the
renewal. After the commencement date, the Company reassesses the lease term if there is a significant
event or change in circumstances that is within its control and affects its ability to exercise (ot not to
exercise) the option to renew (e.g., a change in business strategy).

Szle and leaseback of telecommunication towers
The sale and operating leaseback transaction of 500 towers have been accounted in the same way as any
other operating leasc that exists at the date of application.

The deferred gain on these towers have been adjusted from the right-of-use asset,

14
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4.

ETIHAD ATHEEB TELECCMMUNICATION COMPANY
(A Saudj Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

PRCGPERTY AND EOUIPMENT {continued)

4.2

Impairment test

Non-financial assets are tested annually for impairment where management determines that
indicators of impairment exist. Management performed an impairment assessment of its non-
current assets as at 31 March 2019. The recoverable amount was based on the value in use,
determined by discounting the future cash flows to be generated from the continuing use of the
non-financial assets. The recoverable amount was determined to be higher than the earrying 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 post-tax measure estimated based on the wei ghted-average cost of capital
of the Company,

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

Budgeted EBITDA was based on expectations of future outcomes taking into account past
cxperience, 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 for the next five years.
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7.

7.1

7.2

10.

11,

ETIHAD ATEEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

TRADE RECEIVABLES
Note 30 June 2019 31 March 2019
Trade receivables 7.1 255,443,075 228,226,427
Allowance for impairment 7.2 (72,608,026) (65,313,304)

182,'835,019_ 162,913,123

Trade receivables include an amount of SAR 36,219,018 (31 March 2019: SAR, 33,746,093} due
from related parties. (Note 16)

Moveinent in Impairmeont loss is as follows:

For the For the
period ended year ended
30 June 2019 31 March 2019
Balance at beginning of the period / year 65,313,304 31,391,503
Impact of adoption of IFRS 9 - 9,496,132
Charge for the period / year 7,294,722 24,425,669
Balance at end of the period / year 72,608,026 65,313,304

CASIH AND CASH EQUIVALENTS

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

STATUTORY RESERVE

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,

MURABARA FINANCING

This represents murabaha financing obtained from a local bank (the "Bank™) utilized to meet
operating expenditure requirements of the Company. The Islamic financing involves the sale and
purchase of commodities with the Bank as per mutually agreed terms. The Company obtained
financing at an average rate of return of Saudi Interbank Offer Rate {SIBOR) plus the bank’s
commission of 1.75% per annum. The Company is to repay the ontstanding balance in 4 equal
quarterly installments ending April 2020.

30 June 2019 31 March 2019

Current portion 31,068,184 31,068,184
Non-current potion - 7,767,053
_ 31,068,184 38,815,237

LONG TERM ACCGUNTS PAYABLE

This represents payable to STC in respect of the FTTH IRU agreement. The payable has been
discounted to its present value using the eifective interest rate.
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12.

12.1

13.

13.1

ETIHAD ATHEEB TELECOMMUNICATICN COMPANY
(A Saudi Joint Stock Company)
NOTES TG THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

LONG TERM ACCOUNTS PAYABLE (CONTYNUED)
The movement in long term accounts payable is as follows:
30 June 2019 31 March 2019

Balance at the beginning of the year 223,832,976 213,516,948
Addition during the period - -
Unwinding of discount for the period 1,725,491 10,316,028
Balance at the end of the period / year 225,558,467 223,832,976

30 June 2019 31 March 2019

Current Portion (included in short term accounts

payable) 111,062,515 111,062,515
Non-current portion 114,495,952 112,770,461
Balance at the end of the period / year 225,558,467 223,832,976
OTHER INCOME
Note _ For the three months period ended
30 June 2019 30 June 2018
Marketing support income 12.1 - 12,000,000
Amortization of deferred gain on sale of property
and equipment - 3,214,287
Others 31,964 8,565
31,964 15,222,852

The Company executed various marketing agreements with STC through which the Company sells
business sector services of STC to some of its existing and / or new customers especially to the
small and medium sized enterprises. On 30 January 2017, the Cotnpany signed an addendum to
the agreement whereby STC has extended the marketing agreements with the Company for a term
of 24 months ending September 2018, and has increased the value of the agreements by SAR 96
million. No addendum regarding the marketing support is signed with STC subsequent to
September 201 8. Hence, no marketing support income has been recognised after September 2018,

LOSS PER SHARE — BASIC AND DILUTED

For the three months period ended
30 June 2019 30 Juue 2018

Net (loss) / for the period .. (31,861518) (21,870,223)
Weighted average number of shares for the period 35,052,900 35,052,900
(Loss) / per share - basic and diluted _ {091 0.62)

Loss / earnings per share is computed by dividing the loss / earings attributable to the ordinary
shareholders of the Company for the period ended 30 June 2019 and 30 June 201 8, by the weighted
average number of shares outstanding during the period,
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14.

a)

5)

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TC TEL CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month petiod ended 30 June 2019

CONTINGENCIES AND COMMITMENTS

Contingencies

Letter of guarantees

The Company's banks have issued letters of guarantees amounting to SAR 50 million (31 March
2019: SAR 50 million) as at the reporting date.

Legal cases status

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

CITC liability

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

Commitments

The Company has commitmeénts resulting from major agreements which were entered into and not
yet executed at the reporting date amounting approximately to SAR 105,2 million pertaining to
the various vendors.

21



15.

ETIOAD ATHEZE TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAY, STATEMENTS

For the three month period ended 30 June 2019

SEGMENTAL INFORMATION
P VAL ANEOLMATION

Information regarding the Company
IFRS 8 Operating Segments. IFRS 8§ requires o
internal reports that are regularly reviewed by
(CODM) and used to allocate resources to the s

The Company is engaged in a sin

’s operating segments is set out below in accordance with
perating segments to be identified on the basis of
the Company’s Chief Operating Decision Maker
egments and to assess their performance.

gle line of business, being the supply of telecommunication

services and related producis. The majority of the Company’s revenues, profits and assets relate

to its operations in Saudi Arabia. The o

are explained below:

- Voice comprise of local and internation.
- Data comprise of internet broadban

business-to-consumer (B2C).

Unallocated represents others which cannot be attribuie

al calls including mterconnection.
d services provided to business-to-business (B2B) and

perating segments that are regularly reported to the CODM

d to any of the reported operating

segment,
As at 30 June 2019

Voice Data Unallocated Total
Segment assets
Property and equipment 2,213,731 230,807,674 - 233,021,405
Intangibles 7,040,386 734,043,642 - 741,084,028
Right of use assets 2,711,917 282,749,402 - 285,461,319

For the period ended 30 June 2019

Yoice Datg Unallocated Total
Segment revenue and costs
Revenue, net 5,813,009 91,284,502 o 97,097,511
Cost of services (2,290,514) (55,128,349 - (57,418,863)
Selling and marketing expenses - - (9,755,047) (9,755,047)
Depreciation and amortization (293,532)  (30,604,203) - (30,897,735)
Allowance fot impairment in trade
receivables - - (7,294,722) (7,294,722)
General and gdminisirative
expenses - ~ (7677443  (17.677443)
Other income - -~ 31,964 31,964
Finance cost - - (5,947,183) (5.947,183)

- As at 31 March 2019

Voice Data Unallocated Total
Segment assets
Property and equipment 6,209.149 231,581,617 - 237,790,766
Intangibles 19,699,802 734,740,322 -- 754,440,124

For the period ended 30 June 2018

Voice Data Unallocated Total
Segment revenue and costs
Revenue, net 19,642,983 85,022,183 - 104,665,166
Cost of services {40,270,243) (31,960,808} - (72,231,051)
Selling and marketing expenses (8,870,920) (8,870,920)
Depreeiation and amortization (576,875) (21,515,617} - (22,092,492)
Allowance for impairment in
trade receivables -- (8,800,649) (8,800,649)
General and administrative
expenses - - (25,578,666) (25.578,666)
Other income - - 15,222,852 15,222,852
Finance cost - - (4,184,463) (4,184,463)

The CODM monitors its current assets and all Habilities on an inte

the Company's services are principally provided in Saudi Arabia,
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)
NOTES TO THZ CONDENSED INTERIM FINANCIAL, STATEMENTS

For the three month period ended 30 June 2019

RELATED PARTY TRANSACTIONS AND BALANCES

The related parties of the Company comprise the shareholders having significant influence, their

affiliated companies and ke
Company enters into transactions with related

of the Company.

Significant transactions entered into with related parties are as follows:

Related parties Relationship  Nature of
fransaction
Bahrain Telecommunication Shareholder  Data revonue
Company Interconnection
revenue
Interconnection
cost
Saudi Arabian Marketing and
Agencies Limited Affiliate Data revenue
Buthar Trading Company
Limited Shareholder  Data revenue
Atheeb Saudi Intergraph
Company Limited Shareholder  Data ruvenuoe
Atheeb Maintenance and
Services Shareholder  Data revenue
Etihad Shams Company
Limited Affiliate Data revenue
Founding shareholders Shareholder  Guarantee foe

y management personnel. In the ordinary course of business, the
parties on tetms approved by the Board of Directors

For the three months period ended

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

Due from related parties

Bahrain Telecommunications Company

Bithar Trading Company Limited

Sendi Arabian Marketing and Agencies Limited
Atheeb Saudi Intergraph Company Limited
Atheeb Maintenance and Services

Etihad Shams Company Limited

Due to related parties

Bahrain Telecommunications Coinpany

Bithar Trading Company Limited

Traco Company Trading and Contracting Company
Saudi Internet Company Limited

Bithar Communications & Information Technology
Company Limited

Atheeb Maintenance and Services Company Limited
Al Nahla Trading and Contracting Company Limited
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30 June 2019 30 June 2013
1,686,084 1,488,277
504,688 16,306
277,127 676,241
247,497 79,184
55,440 55,091
57,537 56,049
20,160 20,160

361 11,838

35,529 49,128

Relatfionship 30 June 2019 31 March 2019
Shareholder 32,975,498 30,784,726
Shareholder 100,690 132,695
Affiliate 2;956,831 2,709,334
Sharehoider 114,527 56,990
Sharcholder 59,898 39,738
Affiliate 11,574 22,610

36,219,018 33.746,093
Relationship 30 June 2019 31 March 2019
Shareholder 27,331,505 26,912,022
Shareholder 29,643 20,625
Shareholder 916,354 913,075
Shareholder 259,240 256,780
Sharcholder 259,240 256,780
Sharcholder 259,240 256,730
Shareholder 152,138 144,485

29207360, 28760547
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ETIHAD ATHEZB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TC THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the three month period ended 30 June 2019

PRCVISION FOR ZAKAT AND TAX
S VIORLN JUR LASRAT AND TAX
Movement iz Zakat provision

The movement in Zakat provision is as follows:
30 June 2019 31 March 2019

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

Zakat and tax status

The Company has filed its Zakat and tax return with the General Authority of Zakat and Tax
(“GAZT”) for the period/ years up to 31 March 2018.

In July 2015, the GAZT raised zakat and withholding tax (WHT) assessment for the years 201010
2012 amounting to SAR 17,43 million and SAR 0.83 mullion respecuvely, The Company filed an
appeal with the GAZT against the assessments in August 2015.

In response to appeal filed by the Company, the Preliminary Appeal Committee (PAC) issued
ruling in October 2016 based on which the Company’s zakat liability was reduced to SR 6.98
million while the WIIT liability remained the same at SAR. 083 million. The Company was also
liable to pay fine of SAR 0.6 milljon as per the PAC ruling, on making delay in the payment of
WHT,

In December 2016, the Company filed an appeal to the Higher Appeal Committee (HAC) against
the PAC ruling in relation to zakat and imposition of delay fine on WHT. However, the Company
has settled the WHT liability of SAR 0.83 million with the GAZT. The management and the tax
advisors are of the view that the appeal will be settled in favor of the Company. Accordmgly, no
provision is recognized in the financial statements,

The zakat and tax retuins filed by the Company for the years 2013 to 2018 are still under review
by the GAZT.,

FINANCTAL iNSTRUMENTS — FAIR VALUES

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

SUBSEQUENT EVENT

In the opinion of management there have been no significant subsequent everits since the period-
end that require disclosure of adjustment in these condensed interim financial statements.

APPROVAL CF THE CONDENSED INTEREIM FINANCIAL STATEMENTS
= s e R INANCIAL STATEMENTS

These condensed interiin financial statements were authorized for issue by the Board of Directors
on 27 Rabi Al-Thani 1441H (Corresponding to 24 Decemeber 2019).
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