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[naependent auditor's report on review of
Concensed consaldated interim finencial Statements

To the Shareholders of Etihad Etisalat Company

ntraduction

We have reviewed the accompanylng 30 June 2019 condensed consolidated interim financial
stalements of Etihad Efisalat Company (“the Company”) and its subsidiaries ("the Group®) which
compfise:

* the condensed consolidated interim statement of financlal position as at 30 Juna 2019;

+ the condensed consolidated interim statement of profit or loss for the three-month and six-month
periods ended 30 June 2019:

« the condensed consclidated interim statement of comprehensive income for the three-month and
six-month periods ended 30 June 2019;

= the condensed consolidated inteim statement of changes in equity for the six-month period
ended 30 June 2019 ;

» the condensed consolidated interim statement of cash flows for the slx-month period ended 30
June 2019; and

= the notes to the condensed consolidated interim financial statements.

Management is responsible for the preparation and presentation of these condensed consolidated
interim financial statements in accordance with 1AS 34, ‘Interim Financial Reporting' that is endorsed in
the Kingdom of Saudi Arabia. Qur responsibility is to express a conclusion on these condensed
consolidated interim financizl statements based on our review.

We conducted our review in accordance with the Intemational Standard on Review Engagements 2410,
‘Review of Interim Financial Information Pesformed by the Independent Auditor of the Entity’ that is
endorsed in the Kingdom of Saudi Arabia. A review of Interim financial information consists of making
inquiries, primarlly of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Intemational Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia,
and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion,

KFMG Al Fozan & Pariners Certified Public Accoumams, a
registarad Cornpany in the Kingdom of Saudi Amabia, and a non-
partner member frm of the KPME natwork af indepandant firms
offiiated with KPMG (ntarnational Cooperative, 2 Swise entity.
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Independent aditor's report on review of condensed consolidated
Interm financial Statements (continued)

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying 30 June 2019 condensed consolidatad interim financlal statements of Etihad Etisalat
Company and its subsidiaries are not prepared, in all material respects, in accordance with IAS 34,
‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabla.

e .‘”ﬂ’lwa-. -pl, = ,
o e e,
ot s 59\3 ol 6.0-_‘“;,“94 .

o

C.R. 45

el
- %' Hied Pualic Accﬂ“‘“'”:%‘@k
; ' G A £ ar, B 0225
Khalil Ibrahim/Al Sedais - ui- :

License No. 371

Riyadh on: 17 Dhul Qa'adah 1440H
Comesponding to: 21 July 2019



Etihad Etisalat Company (A Saudi Joint Stock Company)
CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
(All amounts in Saudi Riyals thousands unless otherwise stated)

Unaudited Audited
30 June 31 December
Notes 2019 2018
Assets
Non-current assets
Property and equipment 5 21,624,478 22,183,775
Right of use assets 6 2,311,918 -
Intangible assets 7 8,707,223 8,818,165
Capital advances 266,412 450,250
Investment in joint venture 174 1,483
Financial assets 7,636 7.271
Total non-current assets 32,917,841 31,460,944
Current assets
Inventories 44,667 69,360
Contract assets 240,593 89,180
Accounts receivable 8 3,082,689 3,566,718
Due from related partics 9 68,203 68,452
Prepaid expenses and other assets 983,537 1,269,270
Other financial assets 675,000 1,000,000
Derivative financial instruments 2,993 8,095
Cash and cash equivalents 1,058,537 1,032,850
Total current assets 6,156,219 7,103,925
Total assets 39,074,060 38,564,869
Sharcholders’ equity and liabilities
Shareholders’ equity
Share capital 1 7,700,000 7,700,000
Statutory reserve 2,648,971 2,648,971
Retained earnings 3,546,842 3,543,131
Foreign currency translation reserve (9,658) (10,032)
Hedging reserve (53,386) (12,754)
Fair value reserve 365 -
Total shareholders’ equity 13,833,134 13,869,316
Non-current liabilities
Loans and notes payable 10 11,294,350 11,987,788
Lease liabilities 1,774,995 -
Provision for employees’ end of service benefits 424,940 426,074
Deferred revenue 33,437 44,582
Deferred government grants income 131,989 141,604
Other financial liabilities 275,536 299,640
Provision for decommissioning liability 146,643 239,654
Total non-current liabilities 14,081,890 13,139,342
Current liabilities
Loans and notes payable 10 1,441,611 1,033,891
Lease liabilities 662,053 -
Accounts payable 4,464,630 5,154,712
Contract liabilities 228,594 151,259
Due to related parties 9 110,747 163,385
Deferred revenue 1,197,713 1,270,979
Accrued expenses and other liabilities 2,527,118 3,253,275
Derivative financial instruments 46,779 11,249
Provisions 409,410 433,455
Zakat provision 51,150 64,775
Deferred government grants income 19,231 19,231
Total current liabilities 11,159,036 11,556,211
Total liabilities 25,240,926 24,695,553
Total shareholders’ equity and liabilities 39,074,060 38,564,869
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Etihad Etisalat Company (A Saudi Joint Stock Company)
CONDENSED CONSOLIDATED INTERIM STATEMENT OF PROFIT OR LOSS (Unaudited)
(All amounts in Saudi Riyals thousands unless otherwise stated)

For the three-month period

For the six-month period

ended 30 June ended 30 June
Notes 2019 2018 2019 2018

Revenue 12 3,330,915 2,894,716 6,531,875 5,727,227
Cost of sales (1,374,614) (1,119,819) (2,736,865) (2,289,565)
Gross profit 1,956,301 1,774,897 3,795,010 3,437,662
Selling and marketing expenses (319,281) (311,285) (594,646) (765,860)
General and administrative expenses (361,108) (373,943) (685,539) (553,302)
Impairment loss on accounts receivable 8 (70,539) (65,666) (47,978) (72,422)
Depreciation and amortization 5,6,7 - (944,910) (939,478) (1,913,508) (1,875,074)
Impairment loss on property and equipment 5 (15,000) - (42,000) -
Other income 16,007 42,481 26,799 56,743
Operating profit 261,470 127,006 538,138 227,747
Share in results of joint venture (820) - (1,309) -
Finance expenses (217,435) (192,015) (429,202) (379,607)
Finance income 10,163 6,357 21,597 11,395
Profit / (Loss) before zakat 53,378 (58,652) 129,224 (140,465)
Zakat expense (15,607) (19,974) (24,203) (31,568)
Profit / (Loss) for the period 37,771 (78,626) 105,021 (172,033)
Profit / (Loss) per share:

Basic and diluted Profit / (Loss) per share (in SR) 13 0.05 (0.10) 0.14 (0.22)

The attached notes from 1 to 16 are an integral part
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Etihad Etisalat Company (A Saudi Joint Stock Company)
CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Unaudited)

(All amounts in Saudi Riyals thousands unless otherwise stated)

Profit / (Loss) for the period

Items that will be reclassified subsequently to
profit or loss:

Exchange differences on translation of foreign
operations

Cash flow hedge - change in fair value

Cash flow hedge - reclassified to profit or loss

Net total items that will be reclassified
subsequently to profit or loss

Items that will not be reclassified subsequently
to profit or loss:

Actuarial losses on re-measurement of
employees’ end of service benefits

Change in fair value of equity investments at
FVOCI

Net total items that will not be reclassified
subsequently to profit or loss

Total other comprehensive loss for the
period

Total comprehensive income / (loss) for the
period

The attached notes from 1 to 16 are an integral part o

% -

For the three-month period

For the six-month period

ended 30 June ended 30 June
019 2018 2019 2018
37,771 (78.,626) 105,021 (172,033)
297 (1,972) 374 (2,687)
(18,933) - (44,040)
1,704 : 3,414 .
(16,932) (1,972) (40,258) (2,687)
(4,627) (23,170} (1,539) (21,513)
- . 365 .
(4,627) (23.170) (1,174) (21,513)
(21,559) (25,142) (41,432) (24,200)
16,212 (103,768) 63,589 (196,233)
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Etihad Etisalat Company (A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS (Unaudited)

(All amounts in Saudi Riyals thousands unless otherwise stated)

For the six -month

For the six -month

period ended period ended

30 June 2019 30 June 2018
OPERATING ACTIVITIES
Cash flows from operating activities
Profit / (Loss) for the period 105,021 (172,033)
Adjustments for:
Change in provision for inventory obsolescence (1,011) 10,239
Depreciation 1,732,475 1,700,123
Amortization of intangible assets 181,033 174,951
Impairment loss on property and equipment 42,000 -
Provision for employees’ end of service benefits 35419 29,964
Impairment loss on accounts receivable 47,978 72,422
Provisions (23,909) (36,077)
Government grants (9,615) (9,615)
Zakat provision 24,203 31,568
Loss on sale of property and equipment 886 611
Foreign exchange losses 1,428 -
Other income (3,936) -
Share in results of joint venture 1,309 -
Finance expenses 429,202 379,607
Finance income (21,597) (11,395)
Changes in:
Accounts receivable 436,051 (399,735)
Inventories 25,704 66,208
Contract assets (151,413) (76,283)
Prepaid expenses and other assets 23,873 738
Accounts payable (549,240) 335,197
Contract liabilities 77,335 108,968
Deferred revenue (84,411) (389,090)
Accrued expenses and other liabilities (402,255) 203,630
Utilization of provision for decommissioning liability (622) (396)
Provision used (19,379) -
Due from related parties 249 (33,837)
Due to related parties (52,638) (20,400)
Cash generated from operating activities 1,844,140 1,965,365
End of service benefits paid (38,092) (14,935)
Finance expenses paid (301,564) (345,019)
Zakat paid (37,828) (43,567)
Net cash generated from operating activities 1,466,656 1,561,844
INVESTING ACTIVITIES
Other financial assets 325,000 -
Finance income received 36,215 8,870
Purchase of property and equipment (1,117,350) (839,916)
Proceeds from sales of property and equipment 13 4,791
Acquisition of intangible assets (108,930) -
Net cash used in investing activities (865,052) (826,255)
FINANCING ACTIVITIES
Proceeds from loans and notes payable 282,173 149,804
Payment of loans and notes payable (566,673) (908,912)
Payment of lease liabilities (291,417) -
Net cash used in financing activities (575,917) (759,108)
Net changes in cash and cash equivalents 25,687 (23,519)
Cash and cash equivalents at 1 January 1,032,850 1,192,181

Cash and cash equivalents at 30 June

1,058,537 1,168,662

Supplementary non-cash information

Property and equipment purchased credited to capital expenditure payable (272,273) 293,021
e attached noteK 1 to 16 are an Wlidateﬂ interim financial statemes
- a—
iefFirnci Chief Executive Officer dtherized Board Mo
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Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL, STATEMENTS
For the six-month pericd ended 30 June 2019

(All amounts in Saudi Riyals thousands uniess otherwise stated)

1 CORPORATE INFORMATION
1.1 Etihad Etisalat Company

Etihad Etisalat Company (“Mobily” or the “Company™), a Saudi Joint Stock Company, is registered in the Kingdom of
Saudi Arabia under commercial registration number 1010203896 issued in Riyadh on 14 December 2004
{corresponding to Dhul Qa’adah 2, 1425H). The main address for the Company is P.O. Box 23088, Riyadh 11321,
Kingdom of Saudi Arabia.

The Company was incorporated pursuant to the Royal decree number M/40 dated 18 Angust 2004 (corresponding to
Rajab 2, 1425H) approving the Council of Ministers resolution mumber 189 dated 10 August 2004 (cotresponding to
Jumada II 23, 1425H) to approve the award of the license to incorporate a Saudi Joint Stock Company under the name
of “Etihad Etisalat Company”.

Pursuant to the Council of Ministers resclution number 190 dated 10 August 2004 (comresponding to Jumada 1T 23,
1425H), the Company obtained the licenses to install and operate 2G and 3G mohile telephone network including all
related elements and the provision of all related services locally and intemationally through its own network.

Pursuant to the Communication and Information Technology Commission (CITC) resolution number 5125 dated
21 February 2017 (corresponding to Jumada I 24, 1438H), the Company obtained a Unified License to provide all
licensed telecommunication services inchiding fixed line voice services and fixed internet,

The Company’s main activity is to establish and operate mobile wireless telecommunications network, fiber optics
networks and any extension thereof, manage, install and operate telephone networlks, terminals and communication unit
systems, in addition to sell and maintain mobile phones and communication unit systems in the Kingdom of Saudi
Arabia. The Group commenced its commercial operations on 25 May 2005 {cotresponding to Rabi Al-Thani 17,
1426H).

The authorized, issued and paid up share capital of the Company is SR 7,700 million divided into 770 million shares of
SR 10 each.

1.2 Subsidiary Companies

Below is the summary of Company’s subsidiaries’ and ownership percentage as at 30 June 2019 and 31 December
2018;

Ovwnership percentage
Country of Initial
Name incorporation Direct Indireet investment
Mobily Ventures Holding 8.P.C. Bahrain 100.00% - 2,510
Mobily Infotech India Private Limited India 99.99% 0.01% 1,836
Bayanat Al-Oula for Network Services Company Saudi Arabia 95.00% 1.00% 1,500,000
Zajil International Network for Telecommunication Company  Saudi Arabia 96.00% 4,00% 80,000
National Company for Business Solutions Saudi Arabia 05.00% 5.00% 9,500
National Company for Business Solutions FZE United Arab - 100.00% 184

Emirates



Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six-month period ended 30 June 2019

(All amounts in Saudi Riyals thousands unless otherwise stated)

2 BASIS OF ACCOUNTING
21 Statement of Compliance

These condensed consolidated interim financial statements comprise the financial information of the Company and its
subsidiaries (together referred to es the ‘Group®).

These unaudited condensed consolidated interim financial statements have been prepared in accordance with IAS 34
‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
issued by Saudi Organization for Certified Public Accountants.

The condensed consolidated interim financial statements do not include all of the information required for full annual
consolidated financial statements and should be read in conjunction with Group’s annual consolidated financial
statements for the year ended 31 December 2018.

The unaudited condensed consolidated interim financial statements have been approved for issnance on 21 July 2019
(corresponding to 17 Dhul Qa’adah 1440H).

2.2 Basis of measurement

These condensed consolidated interim financial statements have been prepared on the historical cost basis unless stated
otherwise using the going concern basis of assumption.

23 Functional and presentation currency

These condensed consolidated interim financial statements are presented in Saudi Riyal (“SR”} which is the functional
currency of the Company. All amounts have been rounded off to the nearest thousands unless otherwise stated.

3 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in these condensed consolidated interim financial statements are in accordance with
International Financial Reporting Standards “IFRS” that are endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements issued by SOCPA which are consistent with those that were applied in the Group’s
annual consolidated financial statements in accordance with I[FRS that are endorsed in the Kingdom of Saudi Arabia
and other standards and pronouncements issued by SOCPA for the year ended 31 December 2018, except for the
adoption of new standards effective as of 1 January 2019, The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet effective.

The Group has adopted IFRS 16 retrospectively under which the cumulative effect of initially applying the standard is
recognized in retained earnings at the date of initial application (ie. 1 Jamary 2019). Accordingly, the information
presented for 2018 has not been restated.

IFRS 16 introduced a single, on-balance sheet accounting model for lessees. As a result, the Group, as a lessee, has
recognized right-of-use assets representing its rights to use the underlying assets and lease liabilitics representing its
obligation to make lease payments. Lessor accounting remains similar to previous accounting policies,

The details of the new significant accounting policies and the nature of the changes to previous accounting policies are
set out below.

10



Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six-month period ended 30 June 2019

(All amounts in Saudi Riyals thousands unless otherwise stated)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Definition of a lease

Previously, the Group determined at contract inception whether an arrangement was or contained a lease under IFRIC 4
Determining Whether an Arrangement contains a Lease. The Group now assesses whether a contract is or contains a
lease based on the new definition of a lease. Under IFRS 16, a contract is, or contains, a lease if the contract conveys a
right to control the use of an identified asset for a period of time in exchange for consideration.

At transition, lease liabilitics were measured at the present value of the remaining lease payments, discounted at the
Group’s incremental borrowing rate as at 1 January 2019. Right-of-use assets are measured at their carrying amount as
if IFRS 16 had been applied since the commencement date, discounted usig the lessee’s incremental borrowing rate at
the date of initial application.

The Group has used the following practical expedients when applying IFRS 16:

® Not to recognize right-of-use assets and lease liabilities for leases with less than12 months of remaining lease term.

¢ Excluded initial direct costs from measuring the right-of-use asset at the date of initial application.

* Not to separate non-lease components and will instead account for the lease and non-lease components as a single
lease component,

¢ Used hindsight when determining the lease term if the contract contains options to extend or terminate the lease.

B. As a lessee

The Group previously classified leases as operating or finance leases based on its assessment of whether the lease
transferred substantially all of the risks and rewards of ownership, Under IFRS 16, the Group recognizes right-of-use
asssts and lease liabilities for most leases — i.e. these leases are on-balance sheet.

However, the Group has elected not to recognize right-of-use assets and lease labilities for some leases of short term
and low-value assets. The Group recognizes the lease payments associated with these leases as an expense on
a straight-line basis over the lease term.

1. Significant accounting policies

The Group recognizes a right-of-use asset and a lease liability at the lease commencement date.

The right-of-use asset is initially measured at cost, and subsequently at cost less any accumulated depreciation and
impairment losses, and adjusted for certain re-measurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined,
the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payment
made. It is re-measured when there is a change in future lease payments arising from a change in an index or rate,
a change in the estimate of the amount expected to be payable under a residual value guarantee, or ag appropriate,
changes in the assessment of whether a purchase or extension option is reasonably certain to be exercised or
a termination option is reasonably certain not to be exercised.

The Group has applied judgement to determine the lease term for some lease contracts in which it is a lessee that
include renewal options. The assessment of whether the Group is reasonably certain to exercise such options impacts
the lease term, which significantly affects the amount of lease liabilities and right-of-use assets recognized.

C. As a lessor

The accounting policies applicable to the Group as a lessor are not different from those under 1AS 17. However, when
the Group is an intermediate lessor the sub-leases are classified with reference to the fight-of-use asset arising from the
head lease, not with reference to the underlying asset,

The Group is not required to make any adjustments on transition to IFRS 16 for leases in which it acts as a lessor.
However, the Group has applied IFRS 15 Revenuc from Contracts with Customers to allocate consideration in the
contract to cach lease and non-lease component.

11



Etihad Ftisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six-month period ended 30 June 2019

(All amounts in Saudi Riyals thousands unless otherwise stated)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The following table summarizes the impact of adopting IFRS 16 on the Group’s condensed consolidated financial
statements for the period ended 30 June 2019.

Impact on the condensed consolidated interim statement of financial position

As reported Adjustment IFRS Amounts without
16 adoption of IFRS 16

Assets
Non-current assets
Property and equipment 21,624,478 83,010 21,707,488
Right of use assets 2,311,918 (2,311,918) -
Intangible assets 8,707,223 - 8,707,223
Capital advances 266,412 - 266,412
Investment in joint venture 174 = 174
Financjal assets 7,036 5 7,636
Total non-carrent assets 32,917,841 (2,228,908) 30,688,933
Current assets
Inventories 44,667 - 44,667
Contract assets 240,593 - 240,593
Accounts receivable 3,082,689 E 3,082,689
Dug from related parties 68,203 - 68,203
Prepaid expenses and other assets 983,537 209,653 1,193,190
Other financial assets 475,000 3 675,000
Derivative financial instruments 2,993 3 2,993
Cash and cash equivalents 1,058,537 - 1,058,537
Total current assets 6,156,219 209,653 6,365,872
Total assets 39,074,060 (2,019,255) 37,054,805
Shareholders’ equity and liabilities
Sharcholders’ equity
Share capital 7,700,000 = 7,700,000
Statutory reserve 2,648,971 = 2,648,971
Retained eamings 3,546,842 106,523 3,653,365
Foreign currency translation reserve (9,658) - {9,658)
Hedging reserve (53,386) - (53,386)
Fair value reserve 365 = 365
Total shareholders® equity 13,333,134 106,523 13,939,657
Nan-current liabilities
Loans and notes payable 11,294,350 - 11,294,350
Lesse liabilities 1,774,995 (1,774,995) -
Provision for employees® end of service benefits 424,940 - 424,940
Deferred revenue 33,437 - 33,437
Deferred government grants income 131,989 - 131,989
Other financial liabilities 275,536 - 275,536
Provision for decommissioning liability 146,643 100,455 247,098
Total nen—current ligbilites 14,081,890 (1,674,540) 12,407,350
Current liabilities
Loans and notes payable 1,441,611 - 1,441,611
Lease liabilities 662,053 (662,053) .
Accounts payable 4,464,630 - 4,464,630
Contract liabilities 228,594 . 228,594
Due to related parties 110,747 . 118,747
Deferred revenue 1,197,713 . 1,197,713
Accrued expenses and other liabilities 2,527,118 210,815 2,737,933
Dexivative financial instruments 46,779 - 46,779
Provisions 400,410 . 409,410
Zakat provision 51,150 - 51,150
Deferred government prants income 19,231 - 19,231
Total current linbilities 11,159,036 {451,238) 10,707,798
Total liabilities 25,240,926 (2,125,778) 23,115,148
Total shareholders’ equity and liabilitles 39,074,060 (2,019,255} 37,054,805
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Etihad Etisalat Company (A Saudi Joint Stock Company)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the six-month period ended 30 June 2019

(All amounts in Saudi Riyals thousands unless otherwise stated)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impact on the condensed consolidated interim statements of profit or loss and other comprehensive income

Revenue
Cost of sales
Gross profit

Selling and marketing expenses

General and administrative expenses
Impairment loss on accounts receivable
Depreciation and amortization

Impairment loss on property and equipment
Other income

Operating profit

Share in results of joint venture
Finance expenses

Finance income

Profit before zakat

Zakat
Profit for the period
Tatal comprehensive income for the period

Adjustment Amounts without
As reported IFRS 16 adoption of IFRS 16
6,531,875 - 6,531,875
{2,736,865) (234,254) (2,971,119)
3,795,010 {234,254) 3,560,756
(594,646) (23,608) (623,254)
(685,539) (32,349) (717,888)
(47,978) = (47,978)
(1,913,508) 240,937 (1,672,571)
(42,000) - (42,00)
26,799 {3,936) 22,863
538,138 (58,210} 479,928
(1,309) - (1,309)
(429,202) 64,962 (364,240)
21,597 - 21,597
129,224 6,752 135,976
(24,203) - (24,203)
105,021 6,752 111,773
63,589 6,752 70,341
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Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOQLIDATED INTERIM FINANCIAL STATEMENTS
For the six-month period ended 30 June 2019

(All amounts in Saudi Riyals thousands unless otherwise stated)

4 SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s condensed consolidated interim financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future petiods. The significant judgments made by management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the same as those that applied to the Group’s annual consolidated
financial statements in accordance with IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by SOCPA for the year ended 31 December 2018, except for new significant judgments related
to the application of [FRS 16, which are described in Note 3.

4.1 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:

*  Inthe principal market for the asset or liability; or

*  Inthe absence of a principal market, in the most advantageous market for the asset or liahility.

The principal or most advantageous market must be accessible by the Group. The fair valuie of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic
benefits from the asset’s highest and best use or by selling it to another market participant that would utilize the asset in
its highest and best use,

The Group uses valuation techniques that are approptiate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
uncbservable inputs,

All assets and liabilities for which fair value is measured or disclosed in the condensed consolidated interim financial

statements are categorized within the fair value hierarchy. This is described as follows based on the lowest level input

that is significant to the fair value measurement as a whole:

*  Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

*  Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable; and

*  Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognized in the condensed consolidated interim financial statements at fair value on a
recurring basis, the Group determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a whole) at the end of
each reporting period. The Group determines the policies and procedures for both recurring fair value measurement, and
for non-recurring measurement.

At cach reporting date, the Group analyses the movements in the values of assets and liabilities which are required to be
re-measured or re-assessed as per the Group’s accounting policies. For this analysis, the Group verifies the major inputs
applied in the latest valuation by agreeing the information in the valuation computation to contracts and other relevant
documents, The Group also compares the change in the fair value of each asset and liability with relevant external
sources to determine whether the change is reasonable. For the purpose of fair value disclosures, the Group has
determined classes of assets and liabilities on the basis of the namre, characteristics and risks of the asset or liability and
the level of the fair value hierarchy, as explained above.
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Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAI. STATEMENTS

For the six-month period ended 30 June 2019

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 RIGHT OF USE ASSETS

::mifﬁ;ﬁﬁ Buildings Land Others  Total
Cost:
As at 1 January 2019 - - - - :
Adjustment on application of [FRS 16 3,452,065 389,896 53,263 255,691 4,150,919
As at 1 January 2019 (adjusted) 3,452,069 359,896 53,263 255,691 4,150,919
Additions 123,085 3,808 - 5,866 132,849
Lease cancelation (44,652) (1,729) - (2,916) (49,297)
As at 30 June 2019 3,530,502 392,065 53,263 258,641 4,234,471
Depreciation:
As at 1 Janvary 2019 - . - - -
Adjustment on application of TFRS 16 1,453,487 167,094 11,810 67,091 1,690,482
As at 1 January 2019 (adjusted) 1,453,487 167,004 11,810 67.091 1,699,482
Charge for the period 188,962 29,036 1,334 24,799 245,034
Lease cancelation {20,177 (387) - {1,389) {21,943)
As at 30 June 2019 1,622,272 196,636 13,144 90,501 1,922,553
Net book value:
At 30 June 2019 1,908,230 195,429 40,119 168,140 2,311,918
7 INTANGIBLE ASSETS
o L. Indefeasible
Telecommunication o 4 RightofUse  Others Total
services licenses
(IRU)
Cost:
As at 1 Jammary 2019 13,534,100 1,466,865 1,151,215 97,689 16,245 869
Additions 46,200 - 23,891 - 70,091
As at 30 Tune 2019 13,580,300 1,466,865 1,175,106 97,689 16,319,960
Amortization:
As at 1 January 2019 6,812,172 - 521,843 07,689 7,431,704
Charge for the period 138,052 - 42,981 - 181,033
As at 30 June 2019 6,950,224 . - 564,824 97,689 7,612,737
Net book value:
As at 30 June 2019 6,630,076 1,466,865 610,282 - 8,707,223
As at 31 December 2018 6,721,928 1,466,865 629,372 - 8,818,165
8 ACCOUNTS RECEIVABLE
30 June 31 December
2019 2018
Accounts receivable 5,155,223 5,591,274
Less: allowance for doubtful debts (2,072,534) (2,024,556)
3,082,689 3,566,718
The movement of the allowance for doubtful debts is as follows:
30 June 31 December
2019 2018
Opening balance (2,024,556) (1,636,529)
Adjustment on application of IFRS 9 - (276,499)
Opening balance (adjusted) (2,024,556) (1,913,028)
Charge for the period / year (47,978) (111,528)
Closing balance (2.072,534) (2,024,556)
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Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TC THE CONDENSED CONSOLIDATED INTERIM FINANCIAI. STATEMENTS

For the six-month period ended 30 June 2019
(All amounts in Saudi Riyals thousands unless otherwise stated)

9 RELATED PARTIES TRANSACTIONS AND BALANCES

During the period, the Group transacted with following related parties:

Party Relationship

Emirates Telecommunication Corporation Founding shareholder

Emitates Data Clearing House Affiliate to Emirates Telecommunication Corporation
Btisalat Misr Subsidiary to Emirates Telecommunication Corporation
Etisalat Afghanistan Subsidiary to Emirates Telecommunication Corporation

Etisalat Al Maghrib S, A (Maroc Telecom)
Pakistan Telecommunication Company Limited

Subsidiary to Emirates Telecommunication Corporation
Subsidiary to Emirates Telecommunication Corporation

The Group transacted with related parties in ordinary course of business. Following are the details of major

transactions with the related parties:

30 June 30 June
2019 2018
Interconmection services and roaming services rendered 55,300 75,123
Interconnection services and roaming services received 203,077 157,252
Management fees 14,062 11,262
Other management expenses (2,324) 33,391
Telecommunication services 3,255 2,002
Balances with related parties 30 June 31 December
2019 2018
Balance due from 68,203 68,452
Balance due o 110,747 163,385
Compensation and benefits to key management personnel
30 June 30 June
2019 2018
Short term employee benefits 47,907 37,542
Post-employment benefits 1,102 1,091
Total compensation and benefits to key management personnel 49,009 38,633

Services rendered to related parties comprise of the provision of telecommunication service, interconnection services
and roaming services by the Group based on normal commercial terms. Services received from related parties
comprise of telecommunication service, interconnection services and roaming services to the Group based on normal
commercial terms. Management fees and other management expenses are calculated based on the relevant agreements
with Emirates Telecommunication Corporation. The balances due to and from related parties are unsecured and will

be settled in cash,

Transactions with key management personnel comprise of remunerations to Board of Directors and other senior

management members who are key management personnel of the Group.
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Etihad Etisalat Company (A Saudi Joint Stock Company)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the six-month period ended 30 June 2019
(All amounts in Saudi Riyals thousands unless otherwise stated)

10 LOANS AND NOTES PAYABLE

Long-term loans
Less: current portion
Non-cutrent

a) Maturity profile of loans and notes payable:

Less thah one year
Between one to five years
Ower five years

11 FINANCIAL ASSETS AND LIABILITIES
11.1 FINANCIAL ASSETS

Financial assets at fair value:

Financial assets - fair value through other comprehensive income *
Derivative financial instruments**

Total financial assets at fair value

Financial assets at amortized cost:
Accounts receivable

Due from related parties

Other financial assets

Cash and cash equivalents

Total financial assets at amortized cost
Total financial asscts

Current financial assets
Non-current financial assets
Total financial assets

112 FINANCIAL LIABILITIES

Financial liabilities at falr value:
Derivative financial instruments*#
Total financial liabilities at fair value
Financial liabilities at amortized cost:
Loans and notes payable

Lease liabilities

Accounts payable

Due to related parties

Other financial liabilities

Total financial liabilities at amortized cost
Total financial liabilities

Current financial liabilities
Non-current financial liabilities
Total financial liabilitles

* The fair value of these unquoted equity shares was categorized as level 3.

30 June 31 December
2019 2018
12,735,961 13,021,679
(1,441,611) {1,033,801)
11,294,350 11,987,788
30 June 31 December
2019 2018
1,441,611 1,033,891
10,754,847 8,704,052
539,503 3,283,736
30 June 31 December
2019 2018
7,636 7271
2,993 8,095
10,629 15,366
3,082,689 3,566,718
68,203 68,452
675,000 1,000,000
1,058,537 1,032,850
4,884,429 5,668,020
4,895,058 5,683,386
4,887,422 5,676,115
7,636 7.271
4,895,058 5,083,386
30 June 31 December
2019 2018
46,779 11,249
46,779 11,249
12,735,961 13,021,679
2,437,048 -
4,464,630 5,154,712
110,747 163,385
275,536 299.640
20,023,922 18,639,416
20,670,701 18,650,665
6,725,820 6,363,237
13,344,881 12,287,428
20,070,701 18,650,665

** The fair value of these derivatives financial instruments was categorized as level 2.
Fair values of financial assets and financial liabilities measured at amortized cost are not significantly different from

their carrying amounts.
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Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six-month period ended 30 June 2019
(All amounts in Saudi Riyals thousands unless otherwise stated)

12 REVENUE

Consumer Business Wholesale Outsourcing Total

30 June 2019 - B B
Usage 3,876,572 226,684 431,151 - 4,534,407
Activation and subscription fees 929,046 198,172 - 1,127,218
Others 345,677 345214 04,553 84,806 870,250

5,151,295 770,070 525,704 84,306 6,531,875
30 June 2018
Usage 3,424,756 296,464 310,901 - 4,032,121
Activation and subscription fees 981,091 174,475 - - 1,135,566
Others _ 270,762 162,874 50,575 55,329 539,540

4,676,609 633,813 361,476 55,326 5,727,227

13 BASIC AND DILUTED PROFIT / (L.LOSS) PER SHARE
Basic profit / (loss) per share is calculated by dividing the profit / (loss) for the period attributable to ordinary equity
holders of the company by the weighted average number of ordinary shares outstanding during the period.

The diluted profit / (loss) per share is same as the basic profit / (loss) per share as the Group does not have any
dilutive instruments in issue.

30 June 30 June
2019 2018
Profit / (Loss) for the period 105,021 (172,033)
Weighted average number of shares 770,000 770,000
Basic and diluted profit / (loss) per share (in SR) 0.14 (0.22)

14 COMMITMENTS AND CONTINGENCIES
14,1  Capital commitments

The Group has capital commitments resulting from contracts for supply of property and equipment, which were
entered into and not yet executed at the condensed consolidated statement of financial position date in the amount of
SR 782 million as at 30 June 2019 (31 December 2018: SR 1.2 billion),

14.2  Contingent liabilities

The Group had contingent liabilities in the form of letters of guarantee and letters of credit amounting to SR 802
million as at 30 June 2019 (31 December 2018: SR 769 million).

The CITC’s violation committee has issued several penalty resolutions against the Group which the Group has
opposed to in accordance with the Telecom Status and its implementing regulations. The reasons of issuing these
resolutions vary between the manner followed in issuing prepaid SIM Cards and providing promotions that have not
been approved by CITC and/or other reasons.

Muitiple lawsuits were filed by the Group against CITC at the Board of Grievances in order to oppose to such
resolutions of the CITC’s violation committee in accordance with the Telecom Status and its regulations, as follows:

* There are (819) lawsuits filed by the Group against CITC amounting to SR 710 million as of 30 June 2019.

*+ The Board of Grievance has issued (177) verdicts in favor of the Group voiding (177) resolutions of the CITC’s
violation committee with a total penalties amounting to SR 505 million as of 30 June 2019,

* Some of these preliminary verdicts have become conclusive (after they were affirmed by the appeal court)
cancelling penalties with a total amounting to SR 478 million as of 30 June 2019,

Management and the Board of Directors believe that, based on the status of these lawsuits as of 30 June 2019,
adequate and sufficient provisions have been recorded.
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Etihad Etisalat Company (A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six-month period ended 30 June 2019

{All amounts in Saudi Riyals thousands unless otherwise stated)

14 COMMITMENTS AND CONTINGENCIES {CONTINUED)
14.2  Contingent liabilities (continued)

There are 182 lawsuits filed by some of the shareholders against the Group before the Committee for the Resolutions
of Security Disputes and still being adjudicated by such committes. The Company has received (3) preliminary
verdicts and (153) final verdicts in its favor and (11) dismissals while (1) case has been maintained (2) cases have
been abandoned and {12) cases are on-going as of 30 June 2019.

The Group is subject to zakat according to the regulations of the General Authority of Zakat and Tax (GAZT) in the
Kingdom of Saudi Arabia. The Group files its zakat returns on a consolidated basis, starting from the financial year
ended December 31, 2009 and thereafter, where it includes the Company and its subsidiaries duc to the fact that the
Group is one economic entity wholly owned and managed by the Company,

The Group has filed its zakat returns with GAZT for the years through 2018 and settled its zakat thereon, During the
year ended 31 December 2016, the Group submitted adjusted zakat returns for the years 2013 and 2014, az a result
of restatement of the consolidated financial statements for the said years.

The Group has finalized its zakat status and obtained the final zakat assessments for the years until 2006. During the
first quarter of 2019, the tax and zakat status for the year 2008 has been finalized. The Group has received zakat
assessments for the years 2007, 2009,2010 and 2011 that showed additional zakat and withholding tax assessments
of SR 279 million and SR 232 million respectively, which have been appealed against by the Group at the
Preliminary and Higher Appeal Committees. Recently, the Higher Appeal Committee has issued certain rulings in
favor of the company related to zakat and withholding tax disputes. Management believes that it has sufficient
grounds to contest the matters included in the assessments and the eventual ontcome of the appeal process will not
result in any significant liability.

15 SEGMENT INFORMATION

Information regarding the Group’s operating segments is set out below in accordance with IFRS 8 Operating
Segments, IFRS 8 requircs operating segments to be identified on the basis of internal reports that are regularly
reviewed by the Group’s chief operating decision maker (“CODM”) and used to allocate resources to the segments
and to assess their performance.

The Group is engaged in a single line of business, being the supply of telecommunications services and related
products. The majority of the Group’s revenues, profits and assets relate to its operations in the Saudi Arabia. The
operating segments that are regularly reported to the CODM are Consumer, Business, Wholesale and Outsourcing,
The CODM used to receive other operational financial aggregates on a group consolidated level. This is the measure
reported to the Group’s Board of Directors for the purpose of resource allocation and assessment of segment
performance.

30 June 30 June
2019 2018
Consumer revenues 5,151,295 4,676,609
Business revenues 770,070 633,813
Wholesale revenues 525,704 361.476
Outsourcing revenues 84,806 55,329
Total revenue 6,531,875 5,727,227
Total cost of sales (2,736,865) (2,289,5685)
Total operating expense (1,301,364) (1,334,841)
Depreciation and amortization {1,913,508) (1,875,074)
Impairment loss on property and equipment (42,000) -
Total non-operating expense (408,914) (368.,212)
Capital expenditures 1,126,125 1,358,325

16 COMPARATIVE FIGURES
Certain comparative figures have been reclassified to conform to the current period’s presentation.
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