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Inciependent Auditor's Repart

To the Shareholders of Etihad Atheeb Telecommunication Company

Disclaimer of Opinion

We were engaged to audit the financial statements of Etihad Atheeb Telecommunication Company (‘the
Company), which comprise the statement of financial position as at 31 March 2018, the statements of profit
or loss and other comprehensive income, changes In equity and cash flows for the year then ended, and
notes lo the financial statemenls, comprising significant accounting policles and other explanatory
information.

We do not express an opinion on the accompanying financial statements of the Company. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of our report and their
possible cumulative effact on the financlai statements, we have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these financlal statements,

Ba sis for Diselaimer of Opinian

The Company's financial statemenis as at and for the year endad 31 March 2018 have been prepared on a
going concem basis of accounting. However, we were unable to obtain sufficlent appropriate audit evidence
to enabie us to conclude whether the use of the going concem assumption basis of accounting to prepare
these financial statements is appropriate, due to the following factors:

(a) Asdisclosed in Note 2 to the financial stataments, the Company's current liabilities exceeded its current
assets by SAR 477 million as at 31 March 2018 and for the year then ended, the Company incurred 2
net loss of SAR 38.6 milllon.

{b) The Company's statement of financial position Includes non-financial assets amounting to SAR 1,084
million as at 31 March 2018. There was a significant change in the market whereby the Communication
and Information Technology Commission (“industry regulator”) awarded a unified telacommunleations
concession to mobile telecommunications network oparators. However, industry regulator did not
award the Unlfied Licanse to the Company. Management has carried out an Impaltment assassment
in accordance with IAS 36 “Impairment of assets”, and has determined that the recoverable amounts
of the aforementloned assets exceed their carrying amounts as at 31 March 2018 and hence no
impairment loss has been recognized. Management's impaimment assassmant is highly dependent on
a number of subjective judgements and assumptions about future business performance. Certaln
assumptions made by management in the impairment review are key judgments, including dsferral 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 successfully raise fresh equity, either
from existing shareholders or potential investors and will acquire ongoing financial and technlcal
support from Its key suppliers to implement the business plan. However, as of the date of approval of
the financial statements, we were unable to obtaln sufficient appropriate audit evidence, including
binding agreements with any potential investor nor signed agreements with key suppliers, confirming
their continued financial and technical support, including acceptance of deferment of payments.
Moreover, the business plan is highly sensitive to changes in the revenue and the operaling cost growth
rates and any reasonably possible change in these assumptions could lead to the erosion of headroom
in the impalrment assessment,

(c) The Company has an overdue balance owed to Its key supplier amounting to SAR 560 million as at 31
March 2018. The Company has contacted the key supplier with the intention of entering into an
agreement to restructure the repayments of the amounts owed to them. The discussions with this key
supplier are still ongoing.
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Independent Auditor's Report

To the Sharehoiders of Etihad Atheeb Telecommunication Company {continued)

Basis for Disclaimer of Opinion (cantinued)

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

Responsibiiities of Management and the Board of Directors for the Financial Statemenis:

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of
Saudi Arabla and other standards and pronouncements issued by the Saudi Organization for Certified Public
Accountants (SOCPA), the applicable requirements of the Regulations for Companies and Company's By-
laws and for such internal conlrol as management determines Is necessary to enable the preparation of
financlal statements that are free from material misstatemnent, whether due to fraud or error,

In preparing the financial statements, management is responsible for assessing the Company's abllity to
continue as a going concem, disclosing, as applicable, matters related to going concem and using the going
concem basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors are responsible for ovarsesing the Company's financial reporting process.

Auditar's Responsibilibes for the Audit of the Financial Stalgments

Our responsibility is to conduct an audit of the Company’s financial statements in accordance with
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabla and to Issue an
auditor's report. However, because of the matiers described In the Basis for Disclaimer of Opinion section of
our report, we were not able to obtain sufficient appropriate audit evidence to provide a basls for an audit
opinion on these financial statements.

We are independent of the Company in accordance with the professional code of conduct and ethics that
are endorsed in the Kingdom of Saudi Arabia that are relevant to our audit of the financial statements, and
we have fulfilled our other ethical responsibilities in accordance with these requirements.

We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other mattars that
thought to bear on our Independence and where applicable, related safeguards.

.
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Sawdi Joint Stack Company)

STATEMENT OF FINANCIAL POSITION

As at 31 March 2018
(Saudi Arabian Riyals)

Note 31 March 2018

31 March2017 1 April2016

ASSEIS

Non-current assets

Property and equipment 5 256,238,672 331,679,523 372,531,433
Intangibles 6 807,868,470 798.151,667 843,806,750
Total non-current assets 1,064,107,142 1,129.831,190  1,216,338,183
Current assets

Inventories 7 1,606,218 8,329,081 5406579
Trade receivables 8 178,701,905 123,573,039 78,395,100
Prepayments and other current assets 9 94,960,655 109,524,838 116,554,011
Cash and cash equivalents 10 53,880,263 102,693,540 137,727,270
Total carrent ussets 329,149,041 344,120,498 338,080.960
TOTAL ASSETS

LIABILY

1,393,256,183 1,473,951,688 1,554,419,143

Equity
Share capiial 1 472,500,000 1,575,000,000 1,575,000,600
Accumulated losses 188,55 (1,254,403,543)  (1,129,085.213
| Total equity 283,949,095 320,596,457 445,914 187
Liabilitles
1 Nob-current liabilities
Tawaraq Islamic Financing 11 36,835,177 69,903,310 100,971,428
Long term accounts payable 12 183,204,448 279,449,354 370,914.268
Defined benefit abligation — employees® benefit 13 11,628,000 13,386,200 11,933,996
Provision for decommissioning cost 14 1,870,856 2,165,106 2,663,250
Deferred gain 5.1 66,428,598 e .
Total non-current llabilitles 302,967,079 365,504,010 486482942
Current liabllitles
Tawaroq Islamic Financing — current portion 11 31,068,119 31,068,118 31,068,118
Accounts payable — short term 15 586,033,590 548,698,596 397,558,326
Accrued expenses and other current liabilities 16 131,132,278 152,973,589 153,073,961
Deferred gain — current portion 5.1 12,857,112 - -
Deferred income 17 42,549,955 52,411,560 37,622,051
Provision for Zakat and tax 18 2,698,958 2,698,958 2,698,958
Total eurrent liabilities 806,340,009 787,851,221 622,021,414
Total linbilities 1,109,307.088 1,153,355,231 1,108,504 356
I TOTAL EQUITY AND LIABILITIES lé”%lﬂ} 13473l951 lﬁﬂs 1é54!41 9:143
| The accompanying notes (1) through (32) form an
| * integral part of these financial statements.
L
Fahad Al Bawardi Muahmoud Al Abdullah
Acting Chief Executive Officer H*Zs?%' Acting Chief Financial Officer
Husam Sadagair—"

Chatrman



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March 2018

{Saudi Arabian Riyals)
For the year ended

Note 31 Mareh 2018 31 March 2017
Revenue 19 479,820,813 421745872
Cost of services 20 (388,88%,990) (343,12
Gross profit 90,934,823 78,622,
Selling and marketing expenses 21 (97,830,039 (76,275,251
Depreciation and amortization 5,6 (90,998,243 (141,796,722
General and administrative expenses 22 (100,319,323) (83,276,045)
Other income 23 178,335,693 1] 4%%8,316
Opeérating loss (19,868,089) (108,126,862)
Finarce costs 24 (20,393,476) (17,142,703)
Lass for the year (40,261,565 (125,269,565}
Other comprehensive income
Items thot will not be reclassified ta profit or

loss in subsequent periods

Re-measurement gain /(loss) on defined
benefit obligation 3,614,203 {48,765)
Total comprehensive loss for the year (36,647,362) (125 ’3@&
Loss per share — basic and diluted 25 (0.85) (2.65)

The accompanying notes (1) through (32) form an
mtegral part of these financial stetements.

Mahmoud Al Abdullah

< 2 E Acting Chigf Finaneial Qfficar

Husam Shdagah )

Chalrman

Fahed Al Bawardi
Acting Chief Executive Officer




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2018
(Saudi Arabian Riyals)

Accumulated
Bslance at 01 April 2016 4 [,575,000000 (1,129,085213)  445.914,787
Loss for the year 4 — || (125,269,565) | [(125,269,565)

Other comprehensive loss - (48,765)

F

{48,765)

Total comprehensive loss for the year

(125,318,330) (125,318,330)

Balance at 31 March 2017 4 1,575,000,000 (1,254,403,543) 320,596,457
Reduction of share capital to absorb losses 1 (1,102,500,000)  1,102,500,000 -
Net loss for the year - t40,261,565) )| (a0,261,565)
Other comprehensive income - 3,614,203 3,614,203
Total comprehensive loss for the year - (36,647,362) (36.647.362)
Balance at 31 March 2018 472,500,000  (188,550,908) 283,949,095
The accompanying notes (1) through (32) form an
<Jntegral part of these financial statements,
-
Fahad Al Bawardi Mahmoud Al Abdullah

Acting Chief Executive Officer N, 23 Acting Chief Financlal Officer

Husam SadaZeh._ >

Chairman




ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Sandi Joint Stock Company)
STATEMENT OF CASH FLOWS
For the year ended 31 March 2018
(Saudi Arablan Riyals)

For the year ended

Cash flows from operating activities

Note 31 March2018 31 March 2017

Loss for the year 40,261 1 6
Adjustments for: ( =) Wl )
Depreciation and amortization 56 90,998,243 141,796,722
Settlement with a vendor 23 — (74,771,398)
Gain on disposal of property and equipment 23 (97,920,156) -
Amortization of deferred gain on disposal of property
and equipment 23 (10,714,290) {4,168,008)
Provision for doubtful receivables 8 14,961,107 2,069,279
Finance costs 24 20,393,476 17,142,703
Provision for employees' end of service benefits 13 2,174,003 3083445
(20,369,182) (40,116,822)
Changes in working capital
Inventories 6,722,863 {2.922,502)
Trade receivables (70,089,973) (47.249.218)
Prepayments and other current asseis (56,745,817 9,928,034
Accounts payable 227,887,743 4,163,548
Acorued expenses and other current lisbilities (23,87 {516,T1)
Deferred income §9£61.% 18935,173
53,643, 12,241,439
Finance costs paid (3,238,801 {6,088,919)
Employees' end of service benefits paid 13 (799,000) {1,680,006)
Net cash generated from operating actlvities 49,608,894 4472514
Cash flows from investing activities
Additions to property and equipment (5,608,790) (7.093,442)
Addition to intangibles (61,745,249} (485,164)
Proceeds from disposal of property and equipment - 40,480
Net cash used in investing activitles — (67,354,039) 8,438,1
Cash flows from financing activities
Repayment of Tawaroq Islamis Financing (31,068,132) {31,068,118)
Net cash used In finuncing activities (31,068,132) (31,068,118)
Net decrease in cash and cash equivalents (48,813,277 {35,033,730)
Cash and cash equivalents at the beginning of the year 102,693,840 137,727,270
Cash and cash equivalents at the end of the year 53&_82& 63 102@&_
The accomparying notes (1) through (32) form an
«  integral part of these financial statements.
@% L 4
Fahad Al Bawardi Mahmoud Al Abdullah

Acting Chief Executive Qfficer &%7%._ Acting Chief Financial Qfficer

Husam Shdagah >
Chairman
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ETIHAD ATHEEB TELECOMMUNICATION CO MP&NY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEME N1Tg
For the vear ended 31 March 2018
{Saudi Arabian Riyals)

ORGANIZATION AND ACTIVITIES

General information

Etihad Atheeb Telecommunication Company (the “Company™), is a Saudji Joint mypany
registered in the Kingdom of Saudi Arabia under commerciel regigyaapion mﬁﬁﬁgﬁﬂﬁ)
issued in Riyadh on 30 Safar [430H (corresponding to 25 February 2009 )- The registered address
ol the Company is P.O. Box 25039% Riyadh 11391 Kingdom of Saudj Arabia,

Pursuant to the Ministerial Resolution No.41 dated 18 Safar 1429H (25 February 2008) which
was approved by the issuance of Royal Decree No. M/6 dated 19 Safar 1429H (26 February
2008), the Company was granted a fixed-line telecommunication license and the used-frequency
spectrum to provide fixed telephone services in the Kingdom of Saud; Arabin for a period of 25
years (starting on 1 April 2009 and ending on 31 March 2034), On 30 Rabi*] 1438H
(corresponding to 29 December 2016), the Communications and Information Technology
Commission (CITC) has extended the life of the Company's license by 15 years {ending on 31
March 2049) (see note 6. ).

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

As at 31" March 2018, the authorized, issued and paid up share capital of the Company is SAR
472.5 million divided into 47.25 million shares of SAR 10 each. The founding sharsholders of
the Company have subscribed and paid for 19.50 million shares and the remaining 27.75 million
shares have been subscribed by the general public,

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

In June 2017, the Company won frequency spectruin, in the 700 MHz and 1800 MHz bands, in
the auction organized and supervised by CITC and would be eligible for these frequencies ance
regulatory requirements are met. These frequencies would be required by the Company to enhance
its telecommunication network once it obtains the Unified License. The total considerstion
payable for these frequencies was SAR 2,065 million of which 30%6 (equivalent to SAR 616
million) was required to be paid upfront and the remaining amount was payable i [0 equal
quarterly instaliments. The Company intended to finance the acquisition through facilities.

In October 2017, the Company received notification from CITC stating that CITC has cancelled
the abovementijoned frequencies awarded to the Company due to non-payment of the first
installment by the Company. Moreover, in February 2014, CITC has alse encashed a performance
bond of SAR 50 million earlier issued by the Company in favor of CITC at the time of
padticipating in the auction,

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

K O 5



ETIHAD ATHEEB TELECOMMUNICATION CO Mp‘““.
(A Saudi Joint Stock C ompany)
ROTES TO THE FINANCIAL STATEMEN T 55
tor the year ended 31 March 2018
1Saudi Arabian Riyals)

2. BASIS OF ¥REPARATION

ul  Sigtement of compliance

The accompanying financial statements have been prepared in accordayyge Int ial
Reporting Standards (IFRS) than are cndorsed in the Kingdom of Sauds Arabin s ool Finenciel
and proncuncements issued by Szudi Organization for Certified Publijc Accountants (SOCPA).

Kingdom of Saudi Arabia issued by SOCPA.

These financial statements are the first IFRS ennual financial statements, therefore IFRS 1 *First
time Adoption of International Financial Repoiting Standards' that is endorsed in the Kingdom
of Saudi Arabia has been applied to prepare these financizl statements, The reader must alsp take
into account the explanations of how the transition to IFRS has affecteqd the reported financial
position, performance and cash flows of the Company.

As required by ihe Capita! Market Authority (“*CMA™ through its circular dated 14 October 2016
the Company needs to apply the cost model to measure the property and equipment and intaogible
assels upon adopling the IFRS, for three years period starting from the IFRS adoption date,

The principal accounting policies used by the management of the Company in preparation ofthese
financial statements are disclosed in note 3. These policies have been <onsistently applied to all
periods presented, unless otherwise stated.

b)  Busis of measurement

These financial statements have been prepared on the historical cost basis of accounting using
poing concern basis,

As a1 31 March 2018, the Company's current liabilities exceeds its current assets by SAR 477
million (31 March 2017: SAR 444 million). Moreover, the Company has accugulated {osses
Jmounting to SAR 189 million as of 3] March 2018, which approximate 39.90% of the
Company’s share capital.

The Company '+ management believes that the Company's business wi][ improve and that it will
be able 1o meet iis ubligations as and when they become due. The Company*s current cash flow
forecasis are critically dependent upon the contimed deferral of Payments and ongoing support
by its key suppiicrs and accordingly the Company manages repayment terms with its key
suppliers. Based on the level of support that continues to be provided by the key suppliers of the
Company, the Company does not currently anticipate the key suppliers and creditors fo demand
repayment from the Company, The Company has negotiated with one of jts key supplier and has
successfully rescheduled the payment terms.

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

A O



ETIHAD ATHEER TELECOMMUNICATION COMI‘ANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMEN TS
For the year ended 31 March 2018
{Saudi Arabian Riyals)

2.  BASIS UF PREPARATION (CONTINUED)

b)  Busis of measurement (continued)

Regarding the Circumstances outlined above, the directors have concluded that there §s 2
rcasonable expectation that the Company can continue to pay its o Perational debts as they fall due
for the foreseeable {uture ( taking into account the expectations ¢f the Cgmpa_ny in retation to the
ongoing discussions with kev suppliers). Accordingly, they continue to adopt the poing eoncern
basis in preparing the financial satements. The financial stalements do not include the
adjusiments that would result if the Company wcre unable to continue as a going concem.

¢)  Functional und presentation currency

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

d) Use of estimates and judgments

The estimates al date of transition to IFRS and as at the end of earliest réporting period presented are
consistent with those made for the same dates in accordance with SOCPA (after adjustments o reflect
any differences in accounting policies) apart from post-employment  benefits and provision foe
decommissioning costs creating obligations where application of SOCP A did pot require estimation,

The estimates used by the Company to present these amours in accordance with IFRS as endorsed
in the Kingdom of Saudi Arabia and other standards and pranouncements jzsued by SOCPA reflect
vonditions at the date of transition to IFRS and as at the end of earliest reporting period presented,

The preparatiun of these financia! statemens in conformity with IFRSs requires managemeni to
make judgments, eslimates and assumptions that affect the application of accounting policies and
the reporied amounis of assets, liabilities, income and expenses. Actual results may difler from
these estimates,

T'he key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting dale, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below, The Company
based its assumptions and ¢stimates on parameters available when the financial statements were
prepared. Lxisting vircumstances and assumptions about future developments, however, may
change due to market changes or circumstances arising beyond the contro! of the Company. Such
changes are reflecied in the assumptions when they vecur.

Userul lives of property and equipment

The useful life of each of the Company’s items of property and equipment is estimated based on
the period over which the asset is expected to be availabie for use. Such estimation is based on a
collective assessment of practices of similar businesses, internal technical evaluation, experience
with similar assets and application of judgment as to when the assets become available for use
and the commencement of the depreciation charge.

The estimated useful life of cach asset is reviewed periodically and updated if expectations differ
from previous estimates due to physical wear and tear, technical or commercial obsolescence and
legal or other limits on the use of the asset. It is possible, however, that future results of operations
could be materially affected by changes in the amounts and timing of recorded expenses brought
about by changes in the factors mentioned above. A reduction in the estimated useful life of any
item of property and equipment would increase the recorded opcrating expenses and decrease
noncurrent assets.



ETIHAL ATHEEB TELECUMMUNICATION CCr R'IPANY
(A Saudi Joint Stock Company) )
NUTES TC THE FINANCIAL STATEMEN TS
For the year ended 31 March 2018
{Saudi Arabian Riyals)

2. BASIS OF PREPARATION (CONTINUER)

d) Use of‘estimates and judgment, {continued)
Frovision for impairment of accounts receivables

The impairment charge reflects estimates of losses arising from the failure or inability of the
parties concerned to make the required payments. The charge is based ©n the aging of the counter
party accounts, historic experience and the information available on the parties fimancial position.
Changes to the estimated impairment provision may be required if the financial condition of the
parties was o improve or deteriorate.

Defined benefits obligation

The cost of defined benefits and the present value of the related obligation are determined using
actuarial valuations. An actuarial valuation involves making various assumptions which may
differ from actual developments in the future. These include the determination of the discount
rale, future salary increases, mortality rates and. Due to the complexity of the valuation, the
underlying assumptions and its long-term nature, a defined benefit obligation is highly sensitive
to changes in these assumptions. All assumptions are reviewed at each reporting date,

Contingencies

The Company is currenily involved in certain legal proceedings. Estimates of the probable costs
for the resolution of these claims, if any, have been developed in consultation with internal and
external counsels handling the Company's defense in these matters and are based upon the
probability of potential results. The Company's management currently beliaves that these
proceeding: will not have a material effect on the financial stalements. It is possible, however,
that future result. of operations could be materially affected depending on the final outcome of
ihe proceedings,

SIGNIFICANT ACCOUNTING

The significam accounting policies adopted in the preparation of these financial statements are as
10llows:

ay  Property und equipmeni

ltems ol property and cquipment are measured at cost less accumulated depreciation and any
accumulated impairment Josses.

L ost vomprises the initial cost of purchasing the equipment and Materials, including freight and
insurance, charges from contractors for installation and building works, direct labor costs,
«apitalized borrowing costs and an estimate of the costs of dismantling and removing the
cquipment and restoring the site on which it is located,

It significant parts of an item of property and equipment have different useful lives, then they are
accounted for as separate items (major components) of property and equipment.

Any gain or loss on disposal of an item of property and equipment is recognized in profit or Joss.

Subsequent expenditure is capitalized only if it is prabable that the future economic benefits
associated with the expenditure will flow to the Company.

ol
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ETIHAL ATHEEB TELECOMMUNICATION CO MPANY
tA Saudi Joint Stock Company)
JUTES T THE FINANCIAL STATEI‘\!ENTS
For ihe vear ended 31 March 2018
(Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and equipment (continued)

Deprecianion

Depreciation is charped 1o write off the cost of items of ProPErty and equi ;
: . . . o . t r
estimated residual values using the straight-line method over their Estimatedqusgatnc?tvi:,ssmm
recognized in profit or loss. The depreciation is charged from the date the asset is available for
use until the date of its disposal or de-recognition. leased assets, if any, are depreciated over the

shorter of the lease term and their useful lives unless it is reasonably certain that the Company
will obtain ownership by the end of the lease term.

The estimated useful lives of property and cquipment are as follows;

Years
Leasehold improvements lower of lease term or 10
Network infrastructure 4-15
Facilities, support and IT equipment s

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Intangibles

Intangibles acquired separately are measured on initial recognition at cost. Following initial
recognition, intangibles are carried al cost less any accumulated amortization and any
accumulaied impairment losses. Amottization is caleulated 1o write off the cost of intangibles and
is recognized in profit or loss. The amortization is charged from the date the intangible is available
for use until the date of its disposal or de-recognition. Amortization methods, usefi] lives and
residual value- are reviewed at ¢ach reporting date and adjusted if appropriate,

Subsequent vxpenditure

Subsequent expenditure is capitalized only when it increases the future economic benefils
embodied in the specific assel o which it relates. All other expenditure is recognized in profit or
loss as incurred.

The Company’s intanpibles comprise o the following:

Licenses

Acquired telecommunication licenses are initially recognized at cost. Licenses are amortized on
a straight line basis over their estimated useful lives from when the related networks are available
for use.

Indefeusible rights of use (IRUs) - network capaciry

IRUs represem the rights to use portions of Lhe capacity of transmission cables granted for a fixed
period. IRUJs are recopnized at cost as an intangible when the Company has the specific

indefeasible right to use an identified portion of the underlying asset, generally optical fibers.
They are amortized on a straight line basis over the life of the contract.

A |



3.

by

o)

d)

“T

ETIHAD ATHEEB TELECOMMUNICATION C()MP'ANY
{A Saudi Joint Stock Company)
HOTES TG THE FINANCIAL STATEMENT g
For ihe y car ended 31 March 2018
tRaudi Arabian Riyals)

SIGNIFICANT ALCGURTING POLICIES (CONTINUED)

Intangibles (continued)
Computer software

Computer sortwarc are initially recognized at cost and are amortized oy g straight line basis over
their estimated useful lives, from the date ot'initial recoenition.

Usetud inves

rhe esiimated useful lives of the Company's intangibles are as follows:

Years
Licenses 10
Network capacity 7-13
Computer sofiware 5-10

Impairment of non-finuncial assety

At each reporting date, the Company reviews the carrying amounts of" jtg non-financial assets to
determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated,

For impairment Lesting, assets are grouped together into the smallest eroup of assets that generates
cash inflows from continuing use that are tarpelr 1ndependent ol the cash inflaws of oiher essets
or Cash Generating Unit (CGU}.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific 1o the asset ur CGL.

An impairment loss is recognized if the camrying amount of an assel or CGU exceeds its
recoverable amount.

Impairment losses are recognized in proiit ur loss. They are allocated to reduce the carrying
amounts of the assets in the CGL’ on a pro rata basis.

Financial instruments

A nnancial instrument is any contract that gives rise to a financial assel of one entity and a
financial liability or equity instrument of another enlity,

Financial assets
Initial recagnition and measurement

Financial assets are classified at initial recognition, as financia] assets at fair value through profit
or loss, loans and receivables, held-to-maturity financial sssets, availabe for sale financial assets,
The company hes not designated any financial assets at initial recognition as at fair value through
profit or loss, held-to-maturity or available for sale.
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ETIHAL ATHEEB TELECOMMUNICATION C(}MP,&N?
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMEMN g
iror the year ended 31 March 2018
(Saudi Arabian Rivals)

SIGNIFICANT ACCQUNTING POLICIES {(CONTINUED)

Financial instrumenty (continued)

All financial assets other than financial assets af fair value through Profit or loss, are initially
measured at fair value plus any directly attributable transaction TOste, Transacti,on costs Tor

financial assets at fair value through profit or loss are recognized in the statement of profit or loss
a4 incurred.

The Compan: has the 1ollowing financial assets: cash and cash equivalents and sccounts
recelvable.

Subsequent measurement

The subscquent measvrement of fnancial assets depends on their <lassification, as deseribed
below:

Luans und recervables

Loans and receivables are non-derivative financial assets with fixed gr determinable payments
that are not quoted in an active market. After inftial measurément, such financial assets ars
subsequently measured at amortized cost using the effective interest rate {EIR) method, less
accumulated impairment losses.

Amortized cost is calculated by taking into account any discount or Premium on acquisition and
fees ur costs that are an integral pari of the EIR. The effective interest rate amortization is included
in finance income in the statement of profil or loss. The losses arising from impairment are
racognized in the statement of profii or loss in Jinance costs for loans and in other operating
<xpenses 101 receivables.

Derecownitron

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

- [he rights 10 receive cash flows from the asset have expired; or

- The Company has transferred its rights to receive cash flows from the asset or has assumed an
vbligation o pay the received cash flows in full without material delay to a third party under a
‘pass-ihrough” arrangement; and either;

(i) the Company has transferred substantially all the risks and rewards of the asset, or

{ii) the Company has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the assel.

Impairmenr of financial ussets

The financial assets are assessed for indicators of impairment ai each statement of financial
position date. Non derivative financial assets are impaired where there is objective evidence that,
as a result of one or more events that accurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial asset have been impacted.
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ETIHAF ATHEEB TELECOMMUNICATION COMPAHY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the »car ended 31 March 2018
{Saudi Arabian Riyals)

SIGHIFICANT ACUQUNTING POLICIES (CONTINUED)

Financial instrusmenis (continuyed}

The Company <ansiders evidence of imipaitment for trade and other reg sheclfi
asset and collective level. Al imdividually significant trade and other re:g:giﬁsﬂ%fo:
specific impairmeal. All individually significant receivables found Ot iy he specificafly impaired
are then collectively assessed for any impaictent that has been INCurred tut pot yat identified.
Trade and other receivables that are not individually significant are collectively ngyesuad for
tmpairment by grouping together irade and other receivables with sitnjg, risk charscteristics,

The carrying amount of the financial asset is reduced for the loss TeSulting from the Impairment
immediately for ali the financial assets except for the trade receivables Which are reduced through
the usc of an allowance account. When the trade receivables are considereq not o be recoverable,
they are written-off against the allowance account. Subsequent reco veries of amounts previously
written-of  are credited to the profit or loss. Changes in the camrying amount of the allowance
dceount are recognized in the profit or loss account.

Financial liabilities
Recognition und measurement

I'inancial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or loss, loans and borrowings, payables, as appropriate. All finangig) liabilities ather than
financial liabilities at fair value through profit or loss are recognized initially at fair value net of
directly attributable transaction costs. Financial liabilities at fair value through profit or Joss are
measured initially and subsequently at fair value, and any related transaction costs are recognized
in statement of profit or loss as incurred. The Company’s financial liabilities include loans and
noles payable, accounts payable, due to related parties.

(Mfsetting of financiat assets and financial liabilities

Finarcial assels and liabilities are offset and the net amount presenied in the slatemnent of financial
position when. and only when, the Cownpany has a legal right to offset the amounts and intends
either 10 settle on a net basis or 1o realize the asset and settle the liability simultaneously,

Inventories

Inventories vomprise of modems, pre-paid cards, «cratch vards and other telecomnmunication
cquipment, which are measured at the lower of cost and net realizable value. Cost includes
expenditurc incurred in acquiring the inventories and other costs incurred in bringing them tq their
existing location and condition.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary 10 make the sale. Provision is
made, where necessary, for obsolete, slow moving and defective inventory jtems.

Cash and cash equivalenis

Cash and cash equivatents comprise cash in hand, cash at banks in current accounts and ather
short-term liquid investments with original maturities of three months or less, if any, which are
available to the Company without any restrictions.

S=



hj

(i)

(i

i

ETIHAD ATHEEB TELECOMMUNICATION CONy PANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMEN T'ss
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SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Defined benefit obliyation — empluyees’ benefit

The Company operates an untunded gratuity scheme for all of its EMployees in accondance with
the requirements of Saudi Labor Law. The Company’s obligation in respect of defined bensfit
plans is calculaled by ¢siimating the amount of future benefits that M ployees have samed in the
current and prior periods on the basjs of actuarial valuation.

Re-measurements, comprising of actuarial gains and losses, are recognized immediately in the
statement of financial position with a vorresponding debit or credit teo retained earnings through
other comprehensive income, in the period in which they occur. Re-measurements are not
reclassified to profit or loss in subsequent periods.

rhe Company recognizes the following changes in the defined bene fitg obligation in the profit

and loss account:

*  Service cosls comprising vurrent service costs, past-service costs, gains and losses on
curtailments and non-routine settlements

s Interest expense

On the date of transition, the calculation of defined benefits obligation has been performed by a
qualified actuary using the projected unil credit method. Thereafter, acmarial valyation is
performed annually. The most recent actuarial valuation was performed on 31 March 2018.

Pravisions
Pravision for decommissioning cost

The provision for decommissioning cosl arises on construclion of neiworking sites, A
varresponding assei is recognized in property and vquipment upon initial recognition of the
provision. Dismantling costs are provided at the present value of expected costs 10 settle the
obligation using estimated cash flows. The cash flows are discounted at g current pre tax rate that
retlects the risks specific to the decommissioning liability. The unwinding of the discount is
<xpensed as incurred and recognized in the statement of comprehensive income as & finance cost,
The estimated future cosls of decommissioning are reviewed annueliy and adjusted as appropriate.
Changes in the estimated future costs or in the discount rate applied are added to or deducted from
the en<t of the asset.

General

A provision is recognized if, as & result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
cconomic benefits will be required to seitle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of
the discount is recognized as finance cost in the profit or loss account.

Leases

Desermining whether an arrangement contamn a lease

The determination of whether an arrangement is, or contains, a lease is based on the substance of
the arrangement at the inception date, The arrangement is assessed for whether fulfillment of the

arrangement is dependent on the use of a specific asset or assets or the arrangement conveys &
right to use the asset or assets, even if that right is not explicitly specified in an amangement.

o o
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(A Saudi Joint Stock Company)
SOUTES TG THE FINANCIAL STATEMENTTSg
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SUGNWIC N AT COU TTING POLICIES (CONTINUED)

Leases (continued)

Leased dsaers

Asset held by the Company under lease that transfer to the Company gy
and rewards uf ownership are classified as finance lease. The C
finance leasc arrangements.

bstantiatly all of the risks
omPany has not entered into any

Assets held under other leases are classified as o

peraling leases and are not recognized in the
Company s statement of financial position.

fease payment;

Payments made under operaiing leases are recuEnized in profit and losg account on & straight line
basis over the term of lcase. Lease incentive reccived are recognized ag ap integral part of the
1o1al lease expense. over the term of lease.

Revenue recognition

Revenuc is measured at the fair value of the consideration received or the contractually defined
terms of payment. Revenue js staied net of trade discounts.

Revenue is recognized when it is probable that the cecnomic benefits will flow to the Company,
revenue can be reliably measured, regardless of when the payment is being made, and when
*pecific criteria is met for each of the Company’s activities as described below.

The Company recognizes revenue from its telecom services as follows:

*  Service revenue is recognized in the period in which the service is delivered.

*  Airntime revenue is recognized on z usage basis. Deferred income related 1o unused airtime
i recognized when utilized by the customer or ou a time proportian basis over the validity
period. Upon termination of the customer contract, all deferred income ior unused ainime
is recogrized in the statement of income.,

¢ Kevenue from data services is recognized when the Company has performed the related
service and. depending on the nature of the service, is recognized either at the gross amount
billed to the customer or the amount receivable by the Company as commission for
facilitating the service.

= Revenue rrom sale of Lustomer Premises Equipment (“CPE™) and Dangles (ie. &
broadband wircless adapter) are recognized when the CPE and Dongles are delivered 10
subscribers and customers

=  Charges billed in advance are deterred and recognized over the contracted period of service,

Expenses

Selling and marketing expenses are those arising from the Company"s efforts underlying the
marketing, selling and distribution functions. All other expenses, excluding cost of sales and
financial charyes, are classified as general and administrative expenses. Allocations of common
expenses between cost of sales, selling. marketing, general and administrative expenses, when
required, are made on a consistent basis,
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FTiHal) ATHEEB TELECOMMUNICATION C()MPANY
tA Saudi Joint Stock Company)
HOTES TO THE FINANCIAL STATEMENT‘S
For the year ended 31 March 20) 8
{Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fureign currency transactions

Transactions denominated in loreign currencies are translated i0 the functional currency of the
Company at the exchange rates ruling at the date of the transaction. Monm&,—y assets and liabilitics
denominated in foreign currencies at the statement of financial position date are trapsipted to the
functional currency of the <ompany at the exchange rate ruling at that date. ExChange differences
arising on translation: are recopnized in ihe profit or loss account.

Zakat and tncome tax

The Company is subject 1o zakat and income tax in accordance with the repulations of the General
Authority of Zakat and Income Tax (GAZT). The Company’s zakat and income tax is charged to
the statement of comprehensive income. Zakat is levied at a fixed rate 012.5% of the zakat bese
as defined in the Zakat repulations.

Current tax is the expected tax payable or receivable on the taxable income gr loss for the period,
using lax rates enacted or substantively enacted at the reporting date, ang any adjustoent 1o tax
payable in respect of previous years. Additional Zakat and income tax liability, if any, related to
prior years’ assessments arising from GAZT are accounted for in the period in which the final
assessments are finalized.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is measured at the 1ax rajes that are expected (o be applied to temporary differences
when they reverse, based on the laws that have been enacted of substantively enacted by the
reporiing Jate

A deferred 1ax assel is recognized for unused 1ax losses, tax credits and deductible {emporary
differences, 10 the exient that it is probable that future taxable rrofits wilf he available against
which ihcy can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced
1o the extent that it is no longer probable that the related rax benefit will be realized, The Company
has not recognized any deferred tax asset or liability as the timing differences are not material.

Burrowing costs

Barrowing cosis directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready forits intended use or sale are capitalized
as part of the cost of the respective asset, All other borrowing costs are expensed in the period in
which they are incurred. Borrowing costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Segment Reporting

An operating segment is a component of the Company that engages in business activities from
which it may <arn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Company's other components. All Operating segments’ operating
results are reviewed by the Company's Chief Operating Decision Maker “CODM” to make
decisions about resources to be allovated to the segment and assess its performance, and for which
discrete financial information is available.

>
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MUOTES TO THE FINANCILAL STATEMENT S5
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SIGNIFICANT ACCOUNTING POLICIES (CONTILN UED)

Standards issued but not yer effeciive

The Company has not early adopted the following new or amended standards in preparing these
financial staternents.

IFRS Y Financial Instrumients

In July 2014, the Internaiional Accounting Standards Board issued {he final version of IFRS 9
Financial Instruments thas replaces IAS 39: Financial Instrumenis: Rﬂ'(‘,ognhign and Measurement
and all previous versions of IFRS 9. IFRS 9 brings together all three aspects of the accounting for
financial instruments project: classitication and measurement, impairment and hedge aceounting,
IFRS 9 is effeciive for annual perinds begirning on or afler 1 January 2018, with early adoption
permitted. Except for hedge accounting. retrospective application g required but providing
comparative information is not compulsory. For hedge accounting, the requirements are generally
applied prospectively. with some limited oxceptions. The Company is in the process of
completing its evaluation of the impact of expected credit loss model o impairment of its
financial assets,

IFRS 13 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue is recognized at an amount that reflecis
the consideration to which an entity expects to be entitled in exchange for transferring goods or
SCrvices 1o a customer.

T'he revenue standard will supersede all current revence recognition requirement under IFRS.
Fither a full retrospective application or a modified retrospective application is required for annual
periods beginning on or wfier 1 January 2018. The Company is in the process of completing its
evaluation of impact of IFRS 15 on its revenue recognition policy.

TFRS 16 Leases

IFRS In introduces a singie. on-balance lease sheet accounting model for lessees, A Jessee
recognizes a right-of-use asset representing its right 1o use the underlying asset and a lease liability
representing its ubligaiion to make lease payments. There are optional exemptions for short-term
lcases and leases of low value items. Lessor accounting remains similar to the current standard -
1.e. lessors Conlinue to classity leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including 1AS 17 Leases, JFRIC 4 Determining
whether an Arrangement contains a Lease, SIC-15 Operating Leases——Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The standard is
effective for annual periods beginning on or after 1 January 2019. Early adoption is permitted for
entitics that apply IFRS 15 Revenue from Contracts with Customers at ar before the date of initial
application of IFRS 16,

“r o
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ET1 40 ATHEER TELECOMMUNICATION L‘O.'\-IPANY
(A Saudi Joint Stock Company)
N:TES TO THE FINANCIAL STATEMENT S
Fur the year ended 31 March 2018
(Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING FOLICIES (CONTINUED)

Standards issued but noi yei <ifective (continued)

her umendment.,

The following new or amended standards ure not vxpected to have a significant impact on the
Company's financial statements.

Classification and Measurcment of Share-based Paymem Transactigps (Amendments
tn [FRS 2).

- Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
tAmendments o IFRS 10 and JAS 28)

FIRST TIME ADQPTION OF IFRS

For all periods up to and including the year ended 31 March 2017, the Company prepared s
financial statemems based on the generally accepted accounting standards promuipated in Saudi
Arabia by SOCPA.

The Company has prepared these linancial statements in accordance with IFRS that is endorsed
in the Kingdom of Saudi Arabia and other standards and pronouncements issued by SOCPA
applicable as at 31 March 2018, together with the comparative period data for the year ended 31
March 2017, In preparing financial statements, the Company’s opening statement of financial
position wau prepared as at 1 April 2016, the Company’s datc of transition 10 IFRS that is
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by
SOCPA. This note explains the principal adjustments made by the Company in adjusting its
SOCPA financial statements for the vear ended 31 March 2017,

[ostmdivn

The estimates ac 1 April 2016 and as at 31 March 2017 are consistent with those made for the
sume date.s in accordance with SOCPA (after adjustments to reflect any differences in
aceounting policies) apart from the following items:

* &nd o1 service benerits
* Provisiun for decommissioning liability

An explanation of the wransition from SOCPA tp [FRS i set oul in the following tables.

- i
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ETIHAL ATHEEB TELECOMMUNICATION CO NE

A 3audi Joint Stocl, Company)
NOLES TO THE FINANCIAL STATEMEN T &5
ror the year ended 3] March 2018
(Saudi Arabian Riyals)

FIRST TIME ADOPYION OF 1FRS (CONTINUED)

Reconciliation of equity as at 1 April 2016

ASSETS

Non-current assets

Property and equipment (Note 4 4 and
4.5)

Intangibles (Nore 4.4 and 4.6)

Total non-current assets

Current assels

[nventories

Trade receivables

Prepayments and other current assets
(ash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY

Share capital
Accumulated losses
TOTAL EQUITY

LIABILITIES

Non-current liabilities

Tawaroyg Islamic Financing

Long term accounts payable (Nure
£.6)

Detined benefits obligation -
employves’ benefit (Note 4.7)

Provision for decommissioning <ost
Note 4.5)

Total non-current liabilities

Current liabilities

Tawaroq Islamic Financing - current
portion

Accounts payable - short term tNore
J.6;

Accrued expenses and other liabilities
Note 4.5 and 4.6))

Deferred income

Provision for Zakat and tax

Total current liabilities

TOTAL LIABILITIES

TOTAL EQUITY AND
LIABILITIES

(X Oy

PANY

Effect of
Balance as trunsition ¢
per SOCPA IFRNg ’ Ba!ml::;;sper
396,081,056 (23,549,623 7253143
_ 884.896,362 <41,08_9_,6]2§ 343‘30&7;@
1280977418 _ (64.639.235) T 1a1g 338,18
5,400,574 - 5.406.579
78,393.100 - 78,393,100
116,554,01 - 116,554,011
137727 290 - 137,727,270
1,619,058,378 (64,639,235%) 1,554,419,143
- L L0
1,575,000,0u0 - 1,575,000,000
(1.095.298.208)  133.787.005)  (1,129,085.213)
479.761,792 (33.787,005) 445,914,787
100,971,428 - 100,971,428
306,000,000 64,914,268 370,914,268
9,214,189 2,719,807 11,933,996
o -~ 2,663,250 2,663,250
46185617 70,297,325 _ 486482.942
31,068,118 - 31,068,118
499,558,326 (102,000,000) 397,558,326
152,223,516 R50,445 153,073,961
37,622,051 - 37,622,051
2.698,958 - 2,698,958
__723,170969 (101,149,555) _ Gaz,021414
1,139,356,586 (30,852,230) 1,108,504,356
1,619,058,378 (64,639,235) 1,554,419,143

18




4.2

ETIHAD ATHEER TELECOMMUNICATION CO Ny PANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENT S
For the year ended 31 March 2018

(Saudi Arabian Riyals)

FIRST TIME ADOPTION OF IFRS [CONTINUED)

Reconciliation of equity as at 31 March 2017

Balance as
per SOCPA
ASSETS
Non-current assets
Property and cquipment (Note 4 5, 329317041
Intangibles (Nore 4.6) _ 836,625,048
Total non-current assets _1165,942,089

Current assets
Inventaries 8,329,081

Effect of
transition ¢4 B
FRS s
2.362 482 331,679,523

58473 381y 798,151,667
_(26.116,895)" 1,129,831,190

Trade receivables 123,573,039 - 123,573,039
Prepayments and other current assets 109,524,858 = 109,524,838
Cash and cash equivalenis 102,693,540 - 102,693,540
Total current assets 344,120,498 -— 344,120,408
TOTAL ASSETS 1,510,062,587 . 13611 3,8 99) lﬁﬂlﬁléﬂ
EQUITY AND LIABILITIES

EQUITY

Share capital 1.575,000,000 - 1,575,000,000

Accumulated losses
TOTAL EQUITY

(1.233,920,013)
341,079,987

LIABILITIES
Non-current liabilities

- (20483.530)  (1.254403.543)
_ (20.483,530) 320,596,457

Tawaroq Islamic Financing 69,903,310 = 69,903,310
Long term accounts payable (Nore

46) 306,000,000 (26.550,606) 279,449,394
Defined benefits obligation —

cmployees® benefit (Note 4. 74 9.860,070 3.526,130 13,386,200
Provision for decommissioning cost

tNote 4.5, = 2,765,106 2,765,106
Total nen-current liabilities 385763380 _ (20.259,370) 365,504,014
Current liabilities
Taweroq Islamic Financing - current

portion 31,068,118 - 31,068,118
Accounts payable - short term [vore

1.6} 548,698,596 - 548,698,596
Accrued expenses and other liabilities

(Note 4.5 and 4.6,) 148,341,988 4.632,001 152,973,989
Deferred income 52,411,560 - 52,411,560
Provision for Zakat and tax 2,698,958 - 2,698,958
Total current lHabilities 783,219,220 4,632,001 787,851,221
TOTAL LIABILITIES 1,168,982,600 (15,627,369 1,153,355,231
TOTAL EQUITY AND

LIABILITIES 1,510,062,587 (36,110.899)  1,473,951,688

" or

19



ETIHAD ATHEEB TELECOMMUNICATION CC Mpm
{A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018
(Saudi Arabian Riyals)

FIRST TIMi: ADOFTION OF IFRS (CONTINUED)

.J_

4.3 Reconciliation of comprehensive income for the year ended 31 March 2017
Bal t ivect of
alance as per  transigg, ¢,
SOCPA IFRSs Mﬂww

Revenue. net 321,745,872 -

Cost of services (Nage 4 6, (339.341.470) {3,781 .536) [344231;%5682?]
Gross profit 82,404,402 (3.781 ,556) 78,672 846
Selling and marketing expenses {76,275,257) — g
Depreciation and amortization (Note + 4. 4 5 i,
and 4.6) (170,325,058) 28,52&33& (141,796,722)
General and administrative expenses

(Note 4.7) (82.518.487) (757,558)  (83,276,045)
Other income 114598316 = 114,598,316
Operating loss (132.116.084) 23,989 322 (108.126,862)
Finance cost (Note 4 5 und 4 », 16,505,721)  (10,636,982) {17.142,703)
Net loss for the year {138.621,805) 13,352 240 {125,269,565)
Other comprehensive income
dtems that will not be reclassified to profit or

foss in subsequent periods

Re-measurement loss on defined benefit

obligation rNote 4 7i = . (48,765 {45.765)

(138.621,905)

Total comprehenslve loss for the year _ 1‘3'_,303_1475

4.4  Pre-operating cxpenses

{123318,330

Under SOCPA, pre-operating expenses were capitalized as part of property and equipment and

intangible assets and were being amortized over
uxpenses cannot be capitalized. Accordingly.

a period of 7 years, However, under IFRS, such
the carrying value of pre-operating expenses

included in property and equipment and intangible assets, as on 1 April 2016, does not meet the

definition of an asset under 1FRS and has been written uiT on the

date of transition. Accordingfy,

the depreciation and amortization charged on these pre-operating expenses during the year ended

31 March 2017 has also been reversed,

i he impact arising trom the change 15 summarized as follaws:

Statement of comprebensive income
Depreciation and amortization

Adjustruent to comprehensive loss
1 April
2016
Siuatement of financial position
Property and equipment (26,212,873)
Intangibles _ (817,143

a1 Murch
2017

{27,030.016)
(27,030,016

31 March
2017

Adjustment to accumulated losses

"‘\/Q\—‘

B (27,030,016)
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ETIBAD LU EEB TELECOMMUNICATION CO> MPANY
(A Saudi Joint Stock Company)
NUTES TO THE FINANCIAL STATEMEN TSy
For the year ended 31 March 2018
(Saudi Arabian Riyals)

4. FIRST TIME A COPTION OF IFRS (CONTINUE)

4.5 Provision for decommissioning liability
Under SOCPA, a provision for decommissioning liability was not reguired, Under IFRS, the cost
of pruperty and equipment should also include an initial estimate of the cogtg required o Eetﬂetbn
abligation, when an entity is obliged to dismantle and remove the related equipment and pestore
the site 1o its original condition. As on 1 April 2016, the ManAECMent's best estimate of the
decommission liability amounts 10 SAR 3.7 million and the present value amounts ¢ SAR 2.7
million at a discount rate of 3.759%. The present value of the said “ability is accounted foras a
non-current liabiliiy.
i'he impact arising rrom the change i cummarized a» foliows:

31 March
7
Statement of comprehensive income
Depreciation and amortization 300,768
Finance cost - unwinding of discount 101.856
. — 2L
Adjustment to comprehensive loss ﬂ gq.
1 April 31 March
2016 2017

Statement of financial position
Properts and equipmen 2,663,250 2362482
Other 310,915 510915
P'rovision lor decommissioning cost (2,663,250 (2,765,106}
Adjustment to accumulated losses 510918 __.Joaast

4.6 FTTH IRV and related lung term liability

lnder ~OCFA., the long tenm liability for the ' T1'H IRU was recorded at its contract value. Under
IFRS. long term financial liabilities are required 10 be recorded at their fair value. Accordingly, the
(ompany has re-measured the value of the intangible and the long term liability at the fxir value
ol the liability on the date of purchase using the marker barrowing rate.

The impact arising from the change is summarized as follows:

31 March
2017
Statement of comprehensive incore
Cost of services 3,761,556
Drepreciation and amortization {[,799,088)
Finance cusi - unwinding of discount 10,535,126
Adjusiment 10 comprehensive loss 12,517,594
1 April 31 March
2016 2017
Statement of financial position
intangibles (40,272,464, (38,473,381)
Accounts payable (64.914,268) 26,550,606
Accounls pavable — short lerm 102,000,000 -
Other (1,361,360} {3,142,916)

Adjusiment to accumulated losses

X o

(4,548,097) (17,065,691)
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ETIHAL ATHEEN YTELECOMMUNICATION €O MPANY
(A 3audi Joint Stuck Company)
W ATES 1 THE FINANCIAL STATEMEMN {5
For the year ended 31 March 2018
tsaudt Arabian Riyals)

FIRST TIME AUQPTION OF IFRS (CONTINUED)

Befined benefiis obligation — emplovees’ beneiit

U'nder SCOPA, the Company recognized the obligation in FeSpegt of

g . employees® -
employment benefits on an accrual basis. Under [FRS, the obligation i o post

) . deiermined nsing the
proiecled unit credit methed using actuarial valuations techniques. B
(e impact arising rrom the change is summarized as follows:

3l Mareh
. 2017
Slatement of compreliensive income
General and admimstrative expenses 757,558
Re-measurement  gain om defined  benefit
sbhigation 48,765
AdJjustmeni to comprehensive loss BOEIT)
Siatement f finencial position i April 31 March
2016 2017
Defined beneilts obligation - emplovees
benetit (2,719.807) (3.526,130)
Adjusiment ta accumulzied losses A2.719,507) (3,526,138)
- r (] - ..\_,- i
I1| L S—— ..--w\
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5.2

—
.

FTIHAD ATHEER TELECOMMUNICATION C()ivd PANY
(A Saudi Joint Stock Company)
NOTES TQ THE FINANCIAL STATEMENTS
Furihe vear ended 31 March 2018
{Saudi Arabian Riyals)

PRGPERTY AND EQUIPILENT (continued)

impairment {est

Nen-financial assets are tested annually for impairment where Management deterymines that
indicators of impairment exist. Management performed an impairment assessment of its non-
current assets as at 31 December 2018. The recoverable amount was based on the value in use,
determined by Jiscounting the future cash flows io be generated from the continuing use of the
non-financial assets. The recoverable amount was determined to be higher than the carrying value,
Accardingly no impairment loss was recognized,

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

' Percentage
Discount rate 13%
Terminal growth rate 3%

The discount rate was a post-tar. measure estimated based on the wei ghted-average cost of capital
or the Company .

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

Budgeted EBITDA was based on expectations of future outcuomes taking into account past
experience. adjusted for anticipated revenue growth. Revenue growth was projected waking 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,

L



S, “31Bp Jopio J1p Jaye wadk alko way Suronatmuos STuaNafesur A faurenb enba g ur
Sunsoo suod gog'01 pennbor sequmy sEY Avsdwios ey, '@ ; ;
faxsenbs penbo 2] w R0 St AGEY poteras L

PHEEROW) DUPURY o4O s 0 spod o Swsearsar nodn saafe 0} sonmd
sondo Jaqi S w0 s10d puesnoy; Ly so0) swwok oF 10§ ()M} v
SIPUIOUF OSTe ST VeIV IpneS Jo wopSury o w stomeado

§C

=

w b
L |
‘Sel gy oty Soien enfea jussaud sy a1 parunoostp neeq sy AIqEl Sujpuodsaiion s pue sqiBueur

1-L10Z 7ead {mrowremy 513 jo Jmenb puco
"UOHIIE $0F WY'S o1 Fununoum spod gog'oe e

O] smo|Te Juamaade 11T 241 {(
Awedwmopy o pawesd 0[S Aqemagm (O LS) Lre
Wo33[3) Qi poudis suamaade ()],

1 anp 5] AUNEY paje[as a1 Yajlm 10§ 1eak ot SuLMp VO [S YVS
=5 gy WO} anp ‘4oL OI[IN HE JV'S JO SUDUjE)ST]
9t parmboe sey Auediro)) sy ‘g107 Yorp ¢ uo sy

-spod

wHLLA,} UWOH-0Y [ -0 -39q1 "9'1) NJomlau
duo)y woodjay, IpEg i Juetrassie 1y ue
} 951) Jo w3y a]qiseajapuy snouea juasardar asay], I1'9

(6P0T T 1 Butpus) s1esf g Jo 3gy jnyasn pasias: 51 1340 paziomte Buroq mou ) ssusoy 5, Ausdusoy o o

¢ L]

anjen Sz Surarentar a ‘917 soquacay] | moy *AFupiossy ‘stead ¢| Ag asuay S, AUBdWO) 31 JO 3J1] P POPUAG SEY LI ‘] S1ON Ut PAIES SY 179
0SLO0YES  WLLS6LDL €lUSybesc  (868OFBOC 088060008 910z [udy [ 1y
£99°TST°867 086'655'8 - <8< ISCLTY F01°057°79¢ L10T WoreN 13V

Tt Ok T E, 1‘ b &
0L+'898°L08 BPTEIL'S - 9TI'S8I IS 960°026"05€ 8107 WIEI €IV
IINfEA HOOG 13N
_E9TOEI'ESE  6SS'IOV'9Y — “00R'PL6TE $06°€86'9LT 8107 YMEN I€ 3¢ duerey
oV8T0°TS ZeLeerT . 90L T16°LE 800°0T¢° 11 Jeak ayy 1oy adrey)
_LISION'IDE L7809 — F60'EER‘ 16 968'€99°591 LI0T PIER 1€ ye dmeey
L¥Tovi9ry 8S6°LTLT - £157594°62 OLLCENL] Iead ays 40y s8uey))
0LS'196'+ST 698'088'0F  — 185'L97°99 0ZI'EIRLYT 9107 114d | 3& soueeg
HIQIEZNIOUIR P3EMUINIDY
EELB6G'091'T LOBTFOI'TS - 976'676'085 0D'T06'LTS BIOT Y2IBIA [£ e 2duE[Ey
AFTSPL 10 - - 6FZ SEL 19 - pouad a Suunp suohippy
PRPEST'660'T  LOB'WII'TS -  LL9¥RU'6IS 000'+06'L7S L10T YMIEY € 3¢ due(eg
= = METTETR €118V 8sL - 2834 3 Burmp sugjsuer]
918 rul'sgr - = o= Teak a1} Suunp SuoIppy
0ZEBIL'860'T  £F9°6L9IS  EIL'BHH'SPI FIS'9EL0LT 000°+06°'LTS 910Z [udy [ 1 dousjey
1507
[E10]. AIBAGJOS 3 INdoja43p Iapun {9 =xwoN]) ISUIIN]
Aeded ylomay Anoeded yaoamay
STIAIONVINI 9

(s[edry ueigery ipneg)

8107 Y2y [ papua 1eas 2yl Jo
SINFWILY.LS TVIONVYNIL FHL OL S4.LON
(Auedo ) youis wnog poey v)

ANYJIWOD NOLLVOINQIWWODIATAL S1AHLY AVHILA

e e e




7.

7.1

B.1

8.2

A o=

L

LTIHAL ATHEER TELECOMMU! CATION (,Tﬂsk’IPANy
LA daudi Joint Stoch Clumpany)

YOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018
i5audi Arabian Riyals)

INVENTORIES

Nore 31 March 31 March 1 April

2018 2017 2016

L ustomer Premy e bguiprnent and USE
Uongles 13.244,181 13 241 119 11,276,771
Stores and spares 1,728,987 2253221  2,530452
Prepaid cards 282412 554549 326,251

15255580 16,539,585 14133474
Provision for obsolete and slow. moving

inventories 1 (13,649,362) £8.200,508) _(8,726,895)

—- 1606218 g 359581 5,406,579

Movement in provisiun for obsoleie and slow moving inventories is as follows:

— . _Forthe year ended

31 Miarch 31 March

2013 2017

Balunce at beginning of the year 8.200,508 8,726,895

Charge for the year 5,448,854 -

Reversal tor the vear — (5326,387)

Balance at end of ihe year 13,649,362 8,200,508
TRADE RECEIVABLES

Note 31 March 31 March 1 Aprl

2018 2017 2016

frade receivables 8.1 210,093,408 140,003,435 92754217

Provision for doubtful receivables 8.2 (31,391,503 _(16,430,396) _(14,361,117)

178,701,905 123,573,039~ 78393,100
Trad: receivables include anamount of SAR 25,291,796 (31 March 2017: SAR 17,793,920) due

from related parties 1 Note 28). The age analvais of trade receivables which are not impaired, is
shown in note 29,

Maovement in provision for duubittul receivables is as follows:

. . Fortheycarended
Note 31 March 31 March
2018 2017
Halance a1 beginning of the year 16,430,396 14,361,117
Charge ror the year 21 14,961,107 2,069,279
Balance at end of the year ... 31,391,503 16,430,396
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ETINAD ATHEEB TELECOMMUNICATION r(')MPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMEi« TS
For the year ended 31 March 2018
{Saudi Arabian Riyals)

9. PREPAYMENTS AND OTHER CURRENT ASSETS

9.1

11,

31 March 31 March 1 Aprl

Note 2018 2017 2016

Prepay ment 6.894,57¢ 1,890,735 1,369,093

Receivable from STC 9. 72,600,001 25,310,001 105,897,061
Margins Lield by banks against o

letters of guarantee issued 9,039,025 7,688,413 107,814

Value Added Tax retundabie - net 3,157,257 - -

Advances 10 suppliers 2,311,515 2.983,121 7.507,020

Advances to employces 652,117 645,394 £80.8%4

Other receivables _ 306,170 1.007.174 792,129

94,960,655 _109.524838  {16.554.011

This represents receivable from STC in respect of rendering of marketing support services (see
note 23.1). During the year, the Company has offset an amount of SR 713 miliion against amounls
due to STC in respect of capacity lease and interconnection services.

CASI AND CASH EQUIVALENTS

This represents cash held in current accounts with banks operaling in the Kingdom of Saudi
Arabia.

TAWARUOQ ISLAMIC FINANCING

This represents Islamic mode of financing obtained trom a local bank (the "Bank") utilized to mest
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 retumn of Saudi Interbank Offer Rate (SIBOR) plus the bank's
commission uf 1.75% per annum. The Company is to repay the outstanding balance in 9 equal
quarterly insialiments ending April 2020.

31 March 31 March I April

2018 2017 2016

Current portion 31,068,119 31,068,118 31,068,118
Non-vurrent potion 38,835,177 69,903,310 100,971,428

69,903,296 100,971,478 132,039,546

LONG TERM ACCOUNTS PAYABLE

This represenis payable to STC in respect of the FTTH IRU agrecment as explained in Note 6.2,
The payable has been discounted tn its present value using the effective interest rate.

The movernent in long term accounts payable is as follows:

Note 31 March 31 March

2018 2017

Balance at the beginning of the year 381,449,394 370,914,268

Addition during the year 47,525,249 -
Unwinding of discount for the year 24 14,542,305 10535126

443,516,948 381,449,394

Liability settled through sale of towers 5.1 _ (230,000,000) --

Balance at the end of the year 113,516,948 381.449,394
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12,

13,

13.1

13.2

13.3

13.4

ETIHATD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joini Stock Company)
NUTES TO THE FINANCIAL STATEMENT S
Tor the vdar ended 31 March 2018
ySaudi JArabian Riyals)

LUNG TER Y AL CUUNTS PAVABLE {eguiinped)

31 Maych March

Note M 28 2017

Current Purtion 15 30,312 509 102,600,000
Non-eurrent portion o 183204 g4

204 4 449,394
Balance at the end oi'the year - -213:516,945 gﬂiﬂ:&%

DEFINED BENEFIT OBLIGATION - EMPLOYEES® BENEFIT

Movement in the present value of the detined benefit obligation is as follgws:

31 March 31 March
2018 2017
Balance at beginniny of the voar - 13,386,200 11,933,996
Current service <ast L 2,174,003 ] ‘I 2,648,311
Interest cost 481,000 3 435,134
Amount recognized in profit or loss account 2,655,003 3,083,445
Re-measurement (gain) / loss recopnized in other
comprehensive income (noge 13 2) (3:614,203) 48,765
Henefits paid during the year {799,000) (1,680.006)
Balance at the end of the year 11.628.000 13,386,200
Re-Imeasurementa gain / loss) recoenized in other comprehensive income are as follow:
31 March 31 March
2018 2017
Ciain resulting [rom the change in financial assumplions 1,560,000 -
Gain resulting from the change in demographic assumplions 1,512,000 =
Gain / (loss) resulting from Experience Adjustinents 542,203 48,765
Actuarlal gains and losses 3,614,203 (48.755)
Principal actuarial assumprions
+he follewing were the principal actuarial assumplions:
31 March 31 March
2018 2017
Key actuarial 4ssumptians
Discount rate used 3.65% 3.5%
Future growth in salan 2.50% 4%
Demographic assumptions
Relirement Age 60 years 50 Years

Sensitivity unalysis

Reasonably possible changes as to one of the relevant actuarial assumptions, holding other
assumptions constant. would have affected the defined benefit obligation by the amounts shown
belaw:

. 31 March 2018

Increase Decrease
Discount rate (1% movement) ‘7783000! 905,000
Fulure salary growth (1% movement) 906,000 (794,000)

28
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16.1

16.2
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ETIHAL ATHEEB TELECOMMUNICATI

NOTES TO THE FINANCIAL STAT

)
EMENTg

ONC OMPAN‘IF
(A Saudi Joimt Stock Company

For the year ended 31 March 2018

(Saudi Arabian Riyals)
EENEELY (contngeay

DEFINED BENEFIT OBLIGATION - EMPLOYEES'

Risks associated with Jerined bentit plans

Longevity risks:
The risk arises when the actual lifetime of retirees is lon

ger than SXP<Ctlation, This risk is measured
at the plan level over the entire retiree population,

Salary increase rish:
The most common type o1 retirenient benelit is one where the benefit

The risk arises when the actual salary increases are higher than
ltability accordingly.

is linked with final salery.
¢Xpectation and impacts ihe

PROVISION FOR DECOMMISSIONING COST

Nore

31 March 31 March

2018 2017

Balance at the beginning of the year 2,765,106 2,663,250

Unwinding of discount for the year 4 105,750 101,856

Balance at the end of the year 2,870,855 2,7565.106

ACCOUNTS PAYABLE

31 March 31 March 1 April

Nate 2018 2017 2016

['rade payables I5.1 555,721,090 446,698,596 397,558,326
Current portion of long term

accounts payable 12 30,312,500 102,000,000 e

586,033,590 348,698,596 _ 397,558,326

Trade payables include an amount of SAR 29,082,805 (March 2017: SAR 28,755,986} due 1o
related parties {iNote 28).

ACCRLUED EXPENSES AND OTHER CURRENT LIABILITIES

31 March 31 March 1 April

Note 2018 2017 2016

Government {ees 16.1 62,889,861 76,993,472 51,234,640
Capacity leasc 23,265,505 30,592,850 36,299.834
Voice interconnection 17,119,228 11,731,083 12,893,523
Electricity 7,033,054 7,051,342 1,091,100
Employees® related expenses 16.2 7,025,639 14,393,353 10,248,643
Others 13,798,988 12,211,889 4 IQ_%QZI

130,132,275 152,975,989 153,073,061
This represents amounts accrued in respect of royalty fees payable to CITC. As more fully
explained in note 26a. the CITC has issued revised invoices to the Co mpany in respect of royalty
fees. Accordingly, the management has reversed an amount of SAR 8.6 million pertaining to
excess accruals recognized in prior years.

During the cumrent year, an amount of SR 9.5 million has been reversed in respect of employee
bonus accrued in prior years pursuant to a decision taken by the Board of Directors of the
Company, which has been reversed in general and administrative employees cost.

DEFER INCON

This represent amounts billed/collected in advance from customers and
revenue over the service period,

==

will be recognized as

29



18.

18.1

18.2

18.3

ETIHAL ATHEEG TELECOMMUNICATION COMPANY
tA Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMEN TS
For the year ended 31 March 2018
(Saudi Arabian Riyals)

PROVISION FOR ZAKAT AND TAX

Cumputation of Zakat and tax

31 Mapeh 31 March
2018 2017
Adjusted loss
Net loss for the year (36,647 362
Adjustments: Provisions and others o _ﬁiﬁafmz’gsz) (1”‘31&3303

Adjusted loss for the year (133,989 71 4) 124,695.810
>audi shareholders® share of adjusted loss I Yo% (A) (171_3_,??;'@_2_51' (119.707,978)
Additions

Share capilal 1,575,000,000 1,575,000,000

Tawaroq Islamic tinancing 69,903,296 100,971,428

Long temi payables 183,204,448 306,000,000

Provisions _,_1_(_)215422597 35,181,022
1,92 8,650,341 2,017,152.450

Deductions

Accumulated losses at beginning of year (1254.403,543} {1,095,298,208)

Net book value of property and equipment at end of year !585&24&1 1) (902,704,873)
88,922,787 15,149,369

Share of Saudi shareholders 3 96% 85,365,875 18,353,394
Saudi shareholders™ share of adjusted loss - _U75.,766,125) (119,707,973)
Zakat base (B _ (90,400,250) __{101,324,584)
Zakal base 1or the year - higher of {A) or (B) {90,400,250) _ (101,324,584)
Zakat charge for the year at 2.5% of Zakat base = -

No provision for Zakal and tax has been recognized Jue lo negative Zakat base and lax losses
during the year.

Zakat and tax status

The Company has filed its Zakat and tan return with the General Authority of Zakat and Tax
{"GAZT™) for the period’ years up 10 31 March 2017,

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

In response o appeal filed by the Company, the Preliminary Appeal Committee (PAC) issued
ruling in October 2016 based on which the Company’s zakat liability was reduced to SR 6.98
million while the WHT liability remained the same at SAR 0.83 million. The Cotnpany was also
liable to pay fine of SAR 0.6 million as per the PAC ruling, on making delay in the pgyment 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 WIIT. However, the Company
has setled 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 settied in favor of the Company. Accordingly, no
provision is recognized in the financigl statements.

The zakat and tax returns filed by the Company for the years 2013 to 2017 are still under review
by the GAZT.
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ETIHAIL* . THEEB TELECOMMUNICATION CC¥

(A Saudi Joint Stock Company)

MPpany

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2018
iSaudi Arabian Riyals)

19.

2u.1

20.2

21,

211

REVENUE

I'sage und activation revenue
Yoice interconnection revenue

COST OF SERVICES

Capacity lease charges
Voice interconnection charges
Site rentals and wilities

Inventory consumption and installation

Network maintenance and support
Government fees

Employees® costs

Other

.- _Forthe year ended
31 Mareh © 51 Manh
26318 2017
iigs‘f;"g&m{) 281,468,864
LIBS 293 140,277,008
1820813 a8

For the yea T ended

y 31 March 3 March’
Nole 2018 7
144,751,211 96,952.2%6
119,490,998 136,191,751

20.1 35:.376,165 43,048,786
29,860,456 37,533,306

20,164,024 11,169.41¢

v 11,049 402 8,169,330
6,200,078 6,417,295

o 1.29_2}@_5@ 3,640,149
388,885,999 343,123,026

l'hese include SAR 10.7 million tMarch 2017: Nil; related to the cost of leasing 1/3™ of'the space

nn tewers sold to STC (Note 5.1).

Government fees represents the monthly charg

~pectrum.

SELLING AND MARKETING EXPENSES

Cniployees” costs

Point of display sales staff
Frovision for doubtful receivable:
Dealers” commission

Customer care

Point o display and 1lagship rental
Other

es payablc to CITC for using the frequency

__ For the year ended

31 March 31 March

Note 2018 2m7
211 44,317,488 43,790,543
15,662,278 20,934,575

8.2 14,961,107 2,069,279
17,496,107 4,536,589

1,972,176 1,371,142

§93,358 1,637,715

2,527,228 1,935,414

97,830,039 76,275,251

Employees® cost includes the cost of outsourced

{March 2017: SAR 26.6 millian).

X O

3l

cmployees amounting to SAR 25.6 million
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ETIHAD ATHEER TELECOMMUNICATION CU )MPANY

A Saudi !oint Stock Company)
SOTES 1(¢: "HE FINANCIAL STATEMENTS
For the year ended 31 March 2018
Saudi Arabian Riyals)

GENERAL AND ADMINISTRATIVE EXPENSES

F T
— - <= OF the year ended

Note
t’erformance bond ¢ncashed by CIT¢ le
Government fees 16.1
Employecs’ costs 16.2
Professional and consullancy charges
Office rent

Medical, visa and igama <harpe:,
Utilities charges

Computer accessories and software
Other

OTHER INCOME

Selllement with a vendor:
Compensaiion in the furm ol netwark equipment
Liability written back

Gain on disposal of property and equipment
Marketing support income

Excess accrual reversed back

Amortization of deferred gain un sale of property
and equipment

(hers

X} M;rch “3] March
sg,o_oo,nuu! w‘_z
082,100 26,243,932
16,004,773 33"%;3,535

12,239 799 8,262,026
3,749,220 3,749,220
3.263,449 3,236,842
2,431,452 4,789,024
480,964 22,17
14584174 6,683,848
100,319,323 83,276,045

— -~ FortheYewended

31 March 31 March

Notg 2018 2017
[ - 46,849,260 |
Lo =] 27:922,138;

— 74,771,398

97,920,156 _

23.1 48,000,000 32,000,000

16.1 18,567,903 -

10,714,290 4,168.008

_ 3,133344 3658010
178,335,693 174,598,316

-1 [he *.ompuny ixecuted various markeling agreements with STC through which the Company

sclls business seclor service, of STC to some of its existing and / or new customers speciaily tv
the small and medium sized emerprises. On 30 January 2017, the Company signed an addendum
to the agreement whereby STC has extended the markeling agreements with the Company for a
term of 24 months cnding September 2018, and has increased the value of the agreements by SAR

46 million.

FINANCE COSTS

Unwinding of discount on long term liability
Tawaroq financing costs

Net inlerest an deiined benelit liability
Guarantee fee 10 the founding shareholders
Unwinding uf provision for dismamling cost
Other

="

- For the year ended
31 March 31 March
Note 2018 2017
i 14,542,305 10,535,126
3,050,600 4,679,376
13.1 481,000 -
250,880 407,310
14 105,750 101,856
1,962,941 1419035
20,393,476 17,142,703
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENT'S
For the year ended 31 March 2018
(Saudi Arabian Riyals)

LOSS PER SHAME ~ BASIC ARE DILUTED

3t March 31 Murch
Nole 2018 2012
Net loss for the year _ (402053 +565) (125,269,565)
Weighted average number of shares 1or the year 25.2 47.259,000 47.250.000
—=0000 47,250,000
Rasic and diluted {vss per share 25

: —M !2.55!

Luss per share is computed by dividing net loss attributable to the ordip, sharehol the
Company lor the years ended 31 March 2018 and 31 March 2017, by the w:igrhIEd a\famdgzsmtglber
of shares vutstanding during the period ended 31 March 2018,

The weighted average number of shares for the years ended 31 March 2018 and 31 March 2017
have been arrived at by taking the effect of reduction in the share capital from the beginning of the
carliest period presented (i.e. 1 April 2016). in order to comply with the requirements of JAS 33

Number of issued shares on 1 April 2016 157,500,000
Number of shares cancetfed (110,250,600)
Weighted average number of shares on 1 April 2016 T 47.250,000

CONTINGENCIES AND COMMITMENTS

Contingencies
Letter of puarantees

The Company's banks have issued letters of guaraniees amounting 1o SAR 50 million (31 March
2017. SAR 50 million) a. at the reporting date.

Leguai cases stutus

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 Ffavor of the Company and
accordingly no provision has been recognized.

CITC habiliy

I'he Ministry of Finance, in its letter dated 26 August 2017, has instructed the Company to pay an
amount of SAR 155.7 million to CITC as roynity. The Company has finalized certain aspects of
the mechanism for calculation of the royalty fee payable to CITC and the CITC has issued revised
invoices for toyalty fees amounting to SAR 88.9 million. However, the CITC has also issued
royalty lee invoices on internet revenue of the Cempany. The management and the legal advisor
are of the view that internet revenue is not subject to the royalty fees and accordingly has raised
the matter with the CITC. The management belicves thal the actual amount payable to CITC
against all of its claims will not exceed the amount already accrued in the books of aceounts and
accordingly no accrual has been recorded in respect of the disputed invoices.

Commirments
The Company has commitments resulting from major agreements which were entered into and not

vet executed at the reporting date amounting appraximately to SAR 90.6 million (31 March 2017:
SAR 83.4 million) pertaining to the various vendors.
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NOTES TO THE FINANCIAL STATEMENT S
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CONTINGENCIES AND COMMITMENTS (CONTINUED)

iperating leases

The Company has various operating leases for its offices, warehouses and operati
Rental ¢xpenses for the year ended 31 March 2018 amounted to S AR 45.5pmmi:l;aigﬁic%

2017: SAR 44.7 million),

Future renial commitmens aw 31 March 2018 under these non-cance| |gble operating leases are as

lollows.

Year enaing 31 March:
2019

2020

2021

2022 and hereafter

SEGMENTAL INFORMATION

SAR
15,512,220
2,543,400
484,800
900,800
19,441,220

Intormation regarding the Company's operaling scgments is set out below in accordance with
IFRS 8 Operating Segments. IFRS 8 requires operating segments to be identified on the basis of
internal reports that are regularly reviewed by the Company’s Chief Operating Degision Maker
(CODM) and used to allocate resources to the segments and to assess their performance.

The Company is cngaged in a single line of business, being the supply of telecommunication
scrvices and related products. The majority ol the Company’s revenues, profits and assets relate
Lo its wperations in Saudi Arabia The operating segments thai are regularly reported to the CODM

re explained below:

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

business-to-consumer (B2C).

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

<egment.

Voice
Segmeni #55cis
Praperty and <quipment 6,690,857
Intanyibles 21,094,913
Voice
segmeni revenue and costs
Revenue, net 141,105,084
Cost of services (216,811,651)
Selling and markeling expenses (2,068,634)
Depreciation and amortization (2,376,690)
General and administrative expenscs (895,980)

Cither income -
Finance cost -

34

Asat 3l Wiarch 2018

Data 1nuliocated Toisl
249,547,815 - 256,238,672
786,773,557 - £07,863,470
or the year ended 31 18

Data Unailocated Tota)
338,715,729 - 479,920,813

(172,074,339 - (368,885,590)
(95,761,385) - (97,830,039)
(88,621,553) - (90,998,243)
(33,417,232) (65,997,111} (100,310,323)

- 178,335,693 178,335,693
(14,542,305) (5,851,171) (20,393,476)
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SEGMENT AL, RFOIRNATION (COMTINUED

Aeal3] March 2017

Sepment assels
Property und eyuipment 8.000,755 323,018,768 .
Intanpibles 20,841,190 777,310,477 -

For earended 31 Mareh 2014
1 March 2018

Yoice Data U
Segment revenue and costs uallacaisd
Revenue, net 157.886,613 263,859,254 -
Cost uf services Vi91.297.891,  (151,825,135) -
selling and marketing expenses (28.554,737, 147,720,520} .
Depreciation and amortization (3,710,848)  (138,085,874) —
General and adminisirative cxpenses {9.824,755) (16,419.077, (57,032,213)
Othet income = = 114,598,316
Finance cost - (10,533,126) (6,607,577}

The CODM monitors current assels and al! liabilities on an inte

t'ompany's services are principally provided

in Saudi Arabia.

RELATED PARTY TRANSACTIONS AND BALANCES

The related partics of the Company comprise the shareholders havin

Joul

331,679,523
798,151,667

Toll

421,745,872
{343,123,026)
(76,275257)
{141,796,122)
(83,276,043)
114,598,316
(17,142,703)

Erated basis. In addition, all of the

& significant influence, their

affiliated companies and key management personnel. In the ordinary course of business, the

Compuny cnters into ransactions with related

of the Company.

Significant transactions entered into with related parties are as follows:

Relared parties Relationship
Atheek Maintenance and

services sharchoider
theeh Saudi Intergraph

Company [.imited Affihale
[3ahrain Telecommunicativn Shareholder
Company
Buhar ¥ rading Company

Limited Shereholder
[thraa Cupital Company Alliliate
Saudi Arabian Marketing and

Agencies Limited Alfilinte

Etihad Shams Company Limiled  AFfiliate
Founding shareholder, Shareholder
key management personnel

Hoard ol Lirectors

K oy

parties on terms approved by the Board of Directors

For the yuar ended

Nuture of 31 March
transaction 2018
Data revenue SLA70
Data revenue 218,266
Data revenur 5,146,675
[nterconnection

revenue 363,352
Interconnection

cosl 4456273
Data revenue 221,814
Consultancy 92722,190
Data revenue L35.442
Dota revenue 55,405
Guarantee fee 250,880
Salaries and

benefits 2.806,500
Expenses 189,553

35

31 March
2017

L2834

PIR Y|
3810373

LA22913
1247500

512,064
4,492,437

Ui
21524
407,110

4264300
13.000
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24. RELATEL PARTY TRANSACTIONS AND BALANCES“(%

The above transaction resulted in jhe lollowing balanceg with thege Companies:

Due from refatey partiey 31 March 31 March | April

Relatinaship 2018 20617 2016
Habrain Telecommunication, Company Sharchoider 20,1 63,068 14,993,041 10,709,334
Withar | rading Company Limited Sharcholder  7,225337 1.537.100 425.045
~audi Arabian Marketing and Agencies AtTiliate ’ T
Limiled 1,807,147 77,504 1,014,564
Alheeb Saudi Intergraph Compant Limjted Afftliate 109, 49% 51,466 -
Mheeb Mainienance angd Sen fces <hareholder 19,429 19,200 -
Etihad Shams Company ! imited ‘iliate _ 30,333 21,600 =

ead

Duy io related parties 31 Mareh 31 Mareh I April

15:291,796 17,793,920 13,148,943

Relationship 2018 2017 2016
Bahrain T elecommunications ¢ ‘ompany Shareholder 24,969,320 20,433’058 22276224
Ithraa Capital Compan Aftiliate -~ 4,402,437 -
Bithar Trading Company 1 imiyed Shareboider 1,092,269 1,028,585 925,190
Trace Cormpany 1 rading and Crnlracting
Compan- Sharcholder 8%6.818 873,659 836,062
saudi Internet Company Limijed Sharcholder 672,612 655,244 627,047
Bithar Communications, & Indormation
Technology Company Limiteg shareholder 672,612 655,244 627,047
Atheeb Maintenance and Services Company
Limited Shareholder 672,612 655,244 627,047
Al Nahla Trading and Contracting Company
[ imited shareholder _10_6,.‘.553 ) __ 32,515 982,168

_29.082,805 25, 785,986 _ 26,900,787

9. FINaNCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT

i Fair values

Fair values of financial and non-rinancial assets and liabilities are determined for measurement
andor disclosure purpose on the basis of accounling policies disclosed in the financia] statements.
As at the reporting date, carrying value of the Company's financia] assels and liabilities wers
reasonably cqual io their fajr values,

ii. Financial risk management
The Company has exposure to the following risks from its use of financial instruments;
- Credit risk
- Liquidity risk

- Market risk

This note presents information abouyt the Company’s EXposure to each of the above risks, the
Company’s objectives, policies and processes for measuring ang managing risk, and the
Company's Mmanagement of capizal,

36
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FINANCEAL INSTRUMENTS - FAIR YALUES A{EE Blgs M!E!GE!!EEE
ICONTINUED[

Financia} ris), management (Continyed)

Risk Manugement Sramework

The Board of Direciors has an overall responsibility far the Stablishment apg oversight of the
Company s risk management tramework. The Board is responsible fo, developing and monitoring,
the Company s risk management policies,

The Company’s risk management policies are established to identify and anaiyze the risks faced
by the Company, 1o set appropriate risk limits and controls, and 1o monitor risks and adherence o
tmits. Risk management policies and systems are reviewed rezularly to refleat changes in market
condilion. and the Campany's activities, The Company, through jig training and management
slandards and proceduyres, aims 1o develop a disciplined and vonstructive contra] environment in
which alt employees understand iheir roles and obligations.

The audit committee oversees how management monitors compliance with the Company's risk
management policies and procedures, and reviews the adequacy of the risk moanagement
framework in relation ro the risks faced by the ¢ ampany.

Cre:dit rixg

the C’ompany attempts to control credit risk by monitoring credit €Xposures, limiting transactions
with specific counter-parties. and continually assessing the creditwarthiness of counter-parties,

{he table below shows the maximum exposure 1o credit risk for the components of the statement
of financial position.

2018 2017

Frade receivabies noge &) 178,701,905 123,573,039
Other current assets fnore v 82.597.313 104,650,982
Cash at bank (nore 10y . 53,880,263 102,693,540
315,179,481 330,917,561

irade recenables -

The Company s exposure 10 eredic fisk is influenced mainly by the individual characteristics of
each customer, The Company has established a credit policy under which each new customer is

37
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FINANCIAL 1321 RUMENTS = FalR VALUES Ay E

Financial risk Mmanagement (Continued)

The ageing analysis uf irade receivables that were pot impaired ay the reporting date are &5 follows:

2018 — Government N "MoEovernment Total
Neither past due nor iMmpaired 1,596,161 88,191,361 89,787,522
Past due but iy impaired:
u-180 day., 4,261,557 38,513,512 42,775,069
Over 180 dins __ 2224680 . 43,914,634 46,139314
i'otal trade receivable, 8,082,398 g 70,619,507 173174”'905
2017 — Government_ Non- OVernment Total
Neither past due por impaired 746,547 62,064,343 62,810,805
Past due but not impaired;
0-180 days 2777938 37,003,404 39,781,342
Over 180 day. 3308693 7672109 20.980.802
Tatal trade receivables R L 16,736,861 123,573,039
e vk e g - e i e ey

i'he Company believes that unimpaired amounts that are Past due by more then 180 days are still
collectible in ful) based on historical behavior and extensive analysiy of customers® cradit risk,

Cash ar bank-

The Compan: *. bank balances ar¢ placed with reputable local banks having sound credit ratings.
The Tompany beljes ey that i ~ould be sble 10 realise iis balances from these banks withogt any
loss 16 the Company,

Geagraptucal Soncengrarion OF risks of finuncial assets with credir risk exposyre

The Company*s operations are principally in the Kingdom of Saudi Arabia and hence significant
cxposures are within the Kingdom with the exception of its voice interconpect receivables which
are geographically spread in varjous couniries. However, the Company's management believes
that inferconnect receivables are not impaired as the LCompany regularly rapsacts business with
hese parties.

Liguidity risi,
commitments associated with financia Instruments, contingencies and commitments, Liquidity

risk may result from the inability to sell a financial asset quickly at an amount close to its fair
value,

Analysts of financial ligkilities by remaining contractual maturities

The Company has 3 major payables representing 84% of total accounts payable as at 3] March
2018. The rest of the balances do not have significant concentration risk, with exposure spread
over larpe number of counterpartjes,
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FINAF‘K“F.‘&I.___u_!;gg_!‘_}gt_ﬁ_}lﬁli._\h'l'h =_FAIR VALY AN
MCONTINUED = EAIR %

Financial rig|, Mmanagement (Contin ved)

The table below summarises the maturity profile of the Company " ¢ financiat liabilities at 31 March
2018 based on contractyal cash flows. The contractua Maturjties of Habilitfes have beeg
determined based on the remaining period at the statement of financja] posiiion date to the
contractual marurity Jate,

Within 3 J1012 1to 5 No fived

2018

- Manths months Yeary matyriy Total

Tawaroq [slamie 7.767.040 23.301,079  3883s

Financing 767, 01, 35,177 ~ 69,903,296

Accounts payable 555,721,090 - - - 555,721,090

Long term accounts

payable 9,562,500 20,750,000 183,204,445 - 213,516,948

Accrued expenses

and other curreny 131,132,275 - - - 131,132,275

liabilities — —— —

LIRS NOSLET 212.039,655 B T Y T

2017 Within 3 Jita 2 Ite 5§ Ng fived

— Months manths reary maturity Total

Tawaroq Islamic .

: ; ,9 =

Financing 1,767,040 23,301,078 69 03,310 100,971 428

Accounts pavable 446,698.596 - - - 446,698,596

Lung term accounts _ o 379 440

payable 102,000,000 279 44 .394 - 381,449,394

Accrued expense

and other currepy 152,973,989 - - - 152,973,989

liabilities o . e
SN BT ST T

Market risk

Market risk is the changes in marke prices, such as foreign exchan E< rates and interest rates which
will aftects the Company's income, The objeciive of market risk Management is to manage and
control market risk exposurcs within acceptable parameters, while oplimizing the return,

Currency risk

Currency risk is the risk thar the value of financjal instruments wij{ fluctuate due to changes in
foreign exchange rates. The Company is subject to fluctuations in foreign exchange rates in the
normal course of its business, The Company did ot undertake significant transactions in
currencies other than Saud; Arabian Riyals and [/ Dollars. The foreign currency risk with respect
to the US Dollars is limited as the Saudi Arabian Riyal is pegged to the Us Dollar,

Commission rate risk

Comnmission rate risk is the risk that the value of financial instruments wil] fluctuate due to changes
in the market commission rates, The Company is subject to commission rate risk on its commissjon
bearing Iiability, including [oans and borrowings. The Company manages jts commission rate risk
by maintaining floating rate term loans at an acceptable level,

\
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FINANCIAL _INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT
(CONTINUED) "

Financial risk management (Continued)
Sensitivity analysis

Reasonably possible change would have affected the finance charges by the amounts shown
below.
31 March 2018
Increase Decrease

Special commission rate {(0.25% movement) 210,593 (210,593)

CAPITAL MANAGEMENT

The Company’s policy is to maintain a strong capital base to maintain creditor and market
confidence and to sustain future development of the business. Management periodically monitors
the growth of business, asset quality risks and return on capital as well as the level of dividends to
shareholders.

The Board of Directors seeks to maintain a balance between higher returns that might be possible
with higher levels of borrowings and the advantages and security afforded by a sound capital
position.

The Company monitors capital using a ratio of adjusted net debt to adjusted equity, For this
purpose, adjusted net debt is defined as total liabilities, comprising Tawaroq Islamic Financing
and long term accounts payable, including the current portions, less cash and cash equivalents.
Adjusted equity comprises all components of equity.

The Company’s net debt to equity ratio at the end of the year are as follows:

3 March 31 March

2018 2017

Loan and notes payables 283,420,244 482,420,822
Less: Cash and cash equivalents (33,880,263) (102,693,540)
Net debts 229,539,981 379,727,282
Total equity 283,949,095 320,596,457
Net debt to equity 0.81 1.18

STATUTORY RESERVE

In accordance with the Company's bylaws the Company is required set aside 10% of its net income
each year as statutory reserve until such reserve equals to 50% of the share capital. No such transfer
is made as the Company is in losses.

DATE OF AUTHORIZATION

These financial statements were authorized for issue by the Board of Directors on 22 Shawwal
1440H (Corresponding to 25 June 20193,

40



