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REPORT ON REVIEW OF CONDENSED
INTERIM FINANCIAL STATEMENTS

TO: THE SHAREHOLDERS OF
ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

Introduction

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

Scope of Review

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

Basis for Disclaimer of Conclusion

The Company’s condensed interim financia! statements as at and for the period ended 30 September 2019 have
been prepared on a going concern basis of accounting. However, we were unable to conclude whether the use of
the going concern assumption basis of accounting to prepare these condensed interim financial statements is
apptropriate, due to the following factors:

(a) As disclosed in Note 2 of the condensed interim financial statements, the Company’s current liabilities exceed
its current assets by SAR 526.62 million as at 30 September 2019, and for the period then ended, the Company
incurred a net loss of SAR 52.69 million.

(b) The Company’s condensed interim statement of financial position includes non-financial assets arnounting to
SAR 957.55 million as at 30 September 2019. There was a significant change in the market whereby the
Communication and information Technology Commission (“industry regulator”) awarded a unified
telecommunications concession to mobile telecommunications network operators. However, the industry
regulator did not award the Unified License to the Company. Management has carried out an impairment
assessment in accordance with the JAS 36 “Impairment of assets”, and has determined that the recoverable
amounts of the aforementioned assets exceed their carrying amounts as at 30 September 2019 and hence no
impairment loss has been recognized. Management’s impairment assessment is highly dependent on a number
of subjective judgements and assumptions about future business performance. Certain assumptions made by
management in the impairment review are key judgements, including deferral of payments to key suppliers,
cash flows, overall long-term growth rates and discount rate. The impairment review includes the assumption
that the Company will acquire ongoing financial and technical support from its key suppliers to implement the
business plan.
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REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS (CONTINUED)
ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

Basis for Disclaimer of Conclusion (continued)

However, as of the date of approval of the condensed interim financial statements, a binding agreement has
not been signed with the 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 operating cost growth rates and any reasonably possible change in these assumptions could
lead to the erosion of headroom in the impairment of assessment.

(c) The Company has an overdue balance owed to its key supplier amounting to SAR 563.80 million as at 30
September 2019. 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 the key supplier
are still ongoing.

The condensed interim financial statements have been prepared using the going concern assumption basis of
accounting as the Board of Directors are of the view that the Company will be able to successfully complete the
restructuring of the repayment terms of the key supplier as discussed in Note 2 of the condensed interim financial
statements. However, we are unable to conclude whether the use of going concern assumption basis of accounting
to prepare these condensed interim financial statements is appropriate as the outcome of the restructuring has yet
to be satisfactorily concluded at the date of these condensed interim financial statements and is inherently
uncertain. If the going concern basis of accounting is not appropriate and the condensed interim financial
statements were presented on a realization basis, the carrying value of assets and liabilities may be materially
different from that currently recorded in the condensed interim statements of financigl 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 the business and adjustments may have to be made to reflect the situation that
assets may need to be realized other than in the normal course of the business and at amounts which could differ
significantly from the amounts at which they are currently recorded in the condensed interim statement of
financial position. In addition, the Company may have to reclassify its non-current assets and non-current
liabilities as current. No such adjustments have been made to these condensed interim financial statements.

Disclaimer of Conclusion

Because of the significance of the matter described in the Basis for Disclaimer of Conclusion section of our report
and their possible cumulative effect on the condensed interim financial statements, we have not been able fo
obtain sufficient appropriate audit evidence to provide a basis of a review conclusion on the accompanying
condensed interim financial statements of Etihad Atheeb Telecommunication Company for the period ended 30
September 2019.

Emphasis of Matter
We draw attention to note (19) of the condensed interim financial statements which describes that the Board of
Directors decided on January 22, 2020 to recommend to the Extra-ordinary General Assembly to reduce the
Company’s capital from SAR 350,529,000 to SAR 228,529,000, thereby reducing the number of Company’s
shares from 35,052,900 shares to 22,852,900 shares by cancelling 12,200,000 shares. This represents a reduction
of SAR 122 million to absorb the accumulated losses, which exceeded 50% of the capital. The Company is
working to complete the legal procedures and to get the approval from Capital Market Authority regarding capital
reduction.
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
As at 30 September 2019

{Saudi Riyal)
30 September 31 March 2019
2019 Audited
Note Unaudited
ASSETS
Non-current sssets
Property and equipment 219,824,143 237,790,765
Intangibles b T27,727,932 754,440,124
Right of use assets 6 2 :
Total non-current assets 1,230,240,309 0,850
Current assets
Inventories 1,395,855 1,097,665
Trade receivables 7 204,601,111 162,913,123
Prepayments and other current assets 127,684,799 135,567,511
Cash and cash equivalents 8 123,728,932 97,574,234
Total current assats 437,410,697 3971 52,533
TOTAL ASSETS 3687651006 1389383 433
AND
Equity
Share capital 350,529,000 472,500,000
Accumulated losses — (180978940 (350262112
Total equity 169,550,058 272237.888
Liabilities
Nos-current liabilities
Murabahs financing 10 - 7,767,053
Long term accounts payable 13 254,190,293 112,770,461
Lease Liabilities 267925400
Defined benefit obligation - employees’ henefi: 8,916,045 9,524,000
Decommissioning provisions 3,037,112 2,980,851
Deferred gain . 33,571,450
Total non-current iiabilities 334,068,554 186,613,615
Current Habilithes
Murabaha financing — current portion 10 23,301,148 31,068,184
Accounts payable - short term 701,059,753 754,518,154
Accrued expenses and other current ligbilities 133,245,101 145,560,804
Lease Liabilities ~ current portion 86,260,103 -
Deferred gain - current portion -~ 12,857,112
Deferred income 37,427,031 33,628,708
Provision for zakat and tax 17 2,698,958 598,958
Total current liabilities 984,032,094 980,531,920
Total Babilities 1,518,100,948 1,167,145,535
TOTAL EQUITY AND LIABILITIES . 1,687.651.006 1,389,383 423
© accompanying notes (1) through {20) form en integral part of these condensed interim financial statem
shad A} Bawardi :
Acting Chief Executive Officer o Acting




ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Joint Stack Company)

CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
For the threc and six months period ended 30 September 2019

Revenue, net
Cost of seevices
Gross proiit

Operating expenges

Selling and marketing expenses
Depreciation and amertization
Aliowance for impairment in trade
receivables

General and administration expenses
{Other income

Operating loss

Finaneial charges
Loss for the period

Other comprehensive income

Items that will nor be reclassified to
prafit or loss in subsequent periods
Re-messurement of defined benefit
obligation

Total comprehensive loss for the
period

Loss per share — basic and diluted

(Saudi Riyal)
For the three months period For tie sis months period
Note ended anded
30 September 30 September 30 September 30 September
e 2018 2019 2018
86,836,434 108,810,191 183,933,945 213,475.357
44,610,288y  (75,131,702) (102,029,151) (136,362,753}
42,226,146 30,673,489 81,904,794 63,112,604
(8,001,216)  (8,162,888)  (17,756,263) (17,033 808)
w56 (30,827,802) (21,959,323) (61,725,837) (44,051,8:5)
(6,687,951)  (5029,764) (13,982473) (13,83041 %}
(15,310,522) (20.541,534)  (32,997,965) (46,120,200)
12 3,195398 15,215,769 3327389 3043860
{15,405.950) (9,799,251} {41,320,28%) (27,485,011)

(5420362 __(3,369.539)  (11367,548) (8,054,002)

{20,826,312)  (13,668,790)

(52,687,830)

(35,539,011}

-~

—(Q0826312) _ (13668750) (82.687830) __ (35,539.013)

13 {9.59)

230

(.50 {01)

The accompanying notes (1) through (20) form an integral part of these condensed interim financial

(st

Fahad Al Bawasdi
Acting Chief Bxecutive Officer

statements.

<2 \3 M
s ~—  Acting

Husam Sadagal >
Chairman




ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stoek Company)

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
For the three and six months period ended 30 September 2019

(Saudi Riyal)

Balamce at 01 April 2018 {Andited)
Impect of adoption of IFRS 9

Loss for the period

Other comprehensive ncome

Total comprehensive loss for the period

Balance at 30 September 2018 (Unaudited)

Balance ot 01 April 2019 (Audited)

Loss for the period
Other comprehensive income
Total comprehensive loss for the period

Share capital
472,500,000

1

Accumulated
igsses Total

(188,550,908) 283,949,005

(9,496,132)  (9,496,132)

(35,539,013) (35,530,013)

= |

(35,539,013)  (35,539.013)

_AT2,500000 _(033586,050) 238,913,950
472,500,000  (250,262,112) 222,237,888

-

(52,687,830) (52,687,830} |

(52,637-83;’; (52,687,830

Reduction of shate capital to absorb losses (121,97%,000) 121,971,000
Balance at 30 September 2019 (Unaudited) 350,529,000  (180,975,942) 169,550,059
The agcompanying notes (1) through (20) form an integra) part of these condensed inesk ial
C——e)ﬁ_"" e
b
Fahad Al Bawardi N Malunoud AT Abdullah
Acting Chief Exscutive Officor g Asting Chief Financial Officer
Husam

Chairmad



ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{A Saudi Joint Stock Company)

CONDENSED INTERIM STATEMENT OF CASH FLOWS

Far the six month period ended 30 September 2019

{Saudi Riyal)

Cash flows from operating activities

Laoss for the period

Adustments for non-cash items:

Depreciation and emortization

Amortization of deferred gain on disposal of property
and equipment

Impairment loss on trade receivables

Finance costs

Provision for employees' end of service benafite

Chunges in working capitat

Inventories

Trade receivables

Prepayments and other current assets
Accourits payahle

Accrued expenses and cther current liabilities
Peferred income

Finance costs paid
Employees’ end of service benefim paid
Net cash generated from operating activities

Cash flows from investing activities
Addition to property snd equipment
Net cash ased in Investing activities

Cash flows from financing setivities
Repsyment of murabaha financing
Net cash used in financing activities

Net increase in cash and eash eqmivalents
Cash and cash equivalents ar the beginning of the period
Cash and cash oqeivalents at the end of the period

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

The in

-

statzmenfs.
Fahad Al Bawsrdi ‘ -
Acting Chief Executive Officer ) DN

For the six month period ended

30 September 30 September
2019 2018
Unandited Unaudited
(52,687,830) (35,539,013)
61,725,537 44,051,815

.o (6,428,574)

13,982,673 13,830,413
7,835,665 1,569,397
663436 906,000
31,519,481 18,390,638
(298,190) 564,302
(85,570,661) (55,060,528)
(24,951,583) (59,066,036)
106,063,103 96,378,411
(8,773,237) 31,728,179
3598323 (2754733
4545723 10,179,633
(820,008) (1.::3.82)

1 1 (1,885,984)
43190777 27,010,634
—{1,501.900)  (984538)
(501.990) " (9BAS3H)

_(15,534.089) __ (15,534,054)
~{15534,089) __ (15,534,064)

26,154,698 10,492,032
97,574,234 53,880,263
123,728,932 §4,372,295

298,234 404 a
9,496,132

1) theough (20) form an integral part of

th:z::ed iinancial
oud Al Abdulish

Acting Chief Financial Officer

Fiusam Sadagin

Chairman
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b)

€)

ETIHAD ATHEEB TELECOMM UNICATION COMPANY
(A Suudi Joint Stock Company)
NOTES TO THE CONDENSZED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019
(Saudi Riyal)

ORGANIZATION AND ACTIVITIES

General izformation

Etihad Atheeb Telecommunication Company (the “Company™, is a Saudi Joint Stock Company
registered in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273)
issued in Riyadh on 30 Safar 143011 (corresponding to 25 February 2009), The registered address

of the Company is P.O. Box 25039 Riyadh 11391 Kingdom of Saudi 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/o dated 19 Safar 1429H (26 February
2008), the Company was granted a fixed-line telecommunication license and the vsed-frequency
speetrum to provide fixed telephune services in the Kingdom of Saudi Arabia for a period of 2§
years (starting on 1 April 2009 and ending on 31 March 2034). On 30 Rabi’l 14384
(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) (sce note 5. I}

The objective of the Company is to provide various fixed line -nd wireless services such as voice,
data services, broadband internet services, internet tulephony services, international gateway, and
fixed telephone lines to individuals, homes and businesses. The Company commenced
commercial operations from 1 January 2010,

The Board of Directors of the Company recommended to reduce the Company’s share capital by
SAR 121.97 million in their mecting held on 27 March 2019, in order to comply with the Articles
150 and 224 of the new Companies” Regulation. The aforesaid reduction has been approved in
the extra ordinary general mesting of shareholders held on 24 April 2019,

As at 30 September 2019, the authorized, issued and paid up share capital of the Company is SAR
350.53 million (31 March 2019: 472.50 million) divided into 35.05 million shares of SAR 10
each.

On 2 August 2017, the Company announced that it has received a letter from CITC, dated 1
August 2017, stating that the Board of Directors of CITC, in their meeting held on 23 July 2017,
has accorded first approval for the grant of the Unified Licenso 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 2] May 2018, stating that the Company’s application for the
Unified License has been rejected.

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

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

7
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ETTHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTZES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019
(Saudi Riyal)

BASIS OF PREPARATION

Statement of compliance

These condensed 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 (SOCPA)
and should be read in conjunction with the Company’s last annual financial statements as at and
for the year ended 31 March 2019 (“last annual Financial Statements™). These condensed interim
financial statements do not include alt of the information tequired for a complete set of IFRS
Financial Statements, However, selected accounting policies and explanatory notes are included
to explain events and transactions that are significant to understand the changes in the Company’s
financial position and performance since the [ast annual financial staiements, This is the first set
of condensed interim financial statements where IFRS 16 have been applied. Changes to
significant accounting policies are described in Note (3).

Basis of measurement

These condensed interim financial statements have been prepared on the historical cost basis
except for the defined benefit obligation is recognized at the present value of future obligations
using Project Unit Credit Method.

These condensed interim financial statements have been prepared on a going concern basis, which
assumes that the Company will be able to meet its obligations,

As at 30 September 2019, the Company’s current liabilitics exceeds its current assets by SAR
526.62 million (31 March 2019: SAR 583.38 million). Moreover, the Company has aceumulated
losses amounting to SAR 181 miilion as of 30 Septumber 2019, which approximate 51.63% of
the Company’s share capital and the Company incurred a net loss of SAR 52.69 million for the
period than ended.

The Company’s management believes that the Company’s business will improve and that it will
be able to meet its obligations as and when they become due. The Company’s current cash flow
forecasts are critically dependent upon the continued deferral of payments and ongoing support
by its key suppliers and accordingly the Company manages repayment terms with its key
suppliers. Based on the leval 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 to demand
repayment from the Company. The Company is in negotiation with one of iis key supplier to
reschedule payment terms.

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

Regarding the circumstances outlined above, the directors have concluded that there is a
reasonable cxpectation that the Company can continue to pay its operational debis as they fall due
for the foruseeable future (taking info account the expectations of the Company in relation to the
ongoing discussions with key suppliers), Accordingly, they continue to adopt the going concern
basis in preparing the condensed interim financial statements. The condensed interim financial
statements do not include the adjustments that would result if the Company were unable to
continue as a going concern,
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3.1

3.2

ETIHAD ATHZEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO TEE CONDENSED INTERIM FINANCIAL STATEMINTS
For the six month period ended 30 Scptember 2019
{Saudi Riyal)

BASIS OF PREPARATION (CONTINUED)

Functional and presentation currency

Thesc condcnsed interim financial statements are presented in Saudi Arabian Riyals (SAR), which
is the functional and presuntation currency of the Company. All amounts have been rounded to
the nearost SAR, unless utherwise indicated.

Use of estimates and judgnients

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

The significant judgments mads by management in applying the Company’s accounting policies
and the key sources of estimation uncertainty were the same as those described in the last annual
financial statements, except for new significant judgments and key sources of estimation
uncertainty related to the application of IFRS 16, which are described in Note (3).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

New standards, interpretations, and amendments adopted by the Company

The Company applies, for the first time, IFRS 16 “Leases”. As required by 1AS 34, the nature and
effect of thuse changes are disclosed below.

3.1.1. Annual Improvements to IFRSs 2015-2017 Cycle
The Improvement to IFRS (11) “Joint Arrangements” related to Previously Hcld Interests in a
Joint Operation,

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

Improvement to JAS (23) “Borrowing Costs” related to Borrowing Costs Eligible for
Capitalization,

Changes in sipnificant accounting policies

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

I¥RS 16 — Leases

IFRS 16 supersedes [AS 17 Ieases, IFRIC 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 sets out the principles for the recognition,
measurement, presentation and disclosure of leases and requires lessees to account for most leases
under a single on-balance sheet model.



STIEAD ATEZEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAT, STATEMENTS
For the six month period ended 30 Septamber 2019
(Saudi Riyal)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Changes in significant acconnting policies {continued)

IFRS 16 ~ Leases {continued)

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

In the current period, the Company has adopted IFRS 16 using the modified refrospective method
of adoption with the date of initial application of 1 April 2019,

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

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

* Applied a single discount rate to a portfolio of leases with reasonably similar
characteristics,

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

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

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

Prior to adoption of IFRS 16:

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

A lease was classified as a finance lease that transfer to the Company substantially all of the risks
and benefits incidental to ownership of the leased item, are capitalized at the commencement of
the lease at the fair valuc of the leased property or, if lower, at the present value of the minimum
lcase payments. Lease payments are apportioned between finance charges and a reduction in the
lease liability 50 as to achieve a constant rate of interest on the remaining balance of the liability.

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

After adoption of IFRS 16:

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

10



3.3

ETIZAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)

NOTLS 7O THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019

{Saudi Riyal)

SUMMARY QF SIGN!FICANT ACCOUNTING POLICIES (CONTINUED)

Impact on the condensed interim financial statements

The following tables summarizes impacts of adopting

financial statemenis:

Impact on the condensed statement of financial position as at 30 September 2019

ASSETS

Non-current assets
Property and equipment
[ntangibles

Right of use assets

Total non-current assets

Current assets

Inventories

Trude receivables

Prepayments and other current asscts
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Accnmulated losses

Total equity

Liabilities

Non-curreat liabilities

Murabaha financing

Long term accounts payable

Lease Liabilities

Defined benefit obligation — employees’ benefit
Decemmissioning provisions

Deferred gain

Total non-current liabilities

Current liabilities

Murabaha financing — current portion
Accounts payable — short term

Accrued expenses and other current liabilities
Lease Liabilitics — current portion

Deferred gain — current portion

Deferrcd income

Provision for zakat and tax

Total current liabilities

Total Habilities

TOTAL EQUITY AND LIABILITIES

IFRS 16 on the Company’s condensed interim

Balance
without Balance as
adoption of Adjustment per
IFRS 16 IFRS 156 Financials
229,824,143 - 229,824,143
727,727,932 - 727,727,932
= 272,688,234 272,688,234
957,552,075 272,688,234  1,230,240,309
1,395,855 - 1,395,855
204,601,111 - 204,601,111
144,944,956 (17,260,157) 127,684,799
123,728.932 - 123,728,932
_ 474,670,854  (17,260,157) 457,410,697
. 1,432,222,929 255,428,077 1,687,651,006
350,529,000 .- 350,529,000
(163,774,966) (17,203,976) (180,978,942)
186,754,034 (17,203,976) 169,550,058
254,190,293 - 254,190,293
- 267,925,400 267,925,400
8,916,049 - 8,916,049
3,037,112 -~ 3,037,112
47,142,876 (47,1 42,876) --
313,286,330 220,782,524 534,068,854
23,301,148 23,301,148
701,055,753 - 701,059,753
154,838,563 (21,553,462) 133,285,101
- 86,260,103 86,260,103
12,857,112 (12,857,112) -
37,427,031 - 37,427,031
2,698,958 - 2,698,958
_ 932,182,565 51,849,529 984,032,094
1,245,468,895 272,632,083 1,518,100,848 '
1,4 2,222,929 255,428,077 1,687,651,00!2 1
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ITTEAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Sivck Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEM.ENTS
For the six month period ended 30 September 2019

(Saudi Riyal)

SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (CONTINUED)

Empact on interim statement of profit or loss and other com

period ended 30 September 2019

Revenue
Cost of services
Gross profit

Selling and marketing expenses
Depreciation and amortization
Impairment loss on trade receivables
General and administrative expenscs
Other income

Operating loss

Finance costs
Loss for the period

Other comprehensive income

Items that will nor be reclassified to profit or loss

in subsequcnt periods

Ri-measurement of defined bencfit obligation
Total comprehensive loss for the period

The change in accounting policy affected the followin

on 1 April 2619:

prehensive income for the six months

Balance without Balance as
adoption of Adjustment per
_ _ IFRS 16 I¥RS 16 Financials
183,933,945 -- 183,933,945
{123,355,675) 21,326,524 (102,029,151)_
60,578,270 21,326,524 81,904,794
(17,756,263) (17,756,263)
(36,179,367) 25,546,170y (61 .125,537)
(13,982,673) -~ (13,982,673)
(33,214,903) 226,938  (32,987,965)
9,655,933 (6,428,574} 3,227,359 )
(30,899,003) (10,421,282) (41,320,285)
(4,584,851) (6,782,694 (I 1,367,545)
{35,483,854) (17,203,976)  (52,687,830)
(35,483,854) (17,203,976) (52,687,830_) -

g items in the statement of financial position

* Right-of-use assets of SAR 298,234,404 were recognized and presented separately in the

statement of financial position.

* Lease liabilities of SAR 347,402,809 and presentod separately in the statement of financial

position.

«  Prepayments of SAR 17,260,157 related to previous operating leases were reclassified to the

right of use asseis,

«  Deferred gain of SAR 66,428,562 related to sale and leaseback of the telecommunication towers

were reclassified to the right of use assets.

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

Assets

Right-of-use gssets
Prepayments

Liabilities
Lease liabilities
Deferred gam

12

1 April 2019

SAR

298,234,404

(17,260,157)
280,974,247

347,402,809
(66,428,562)

e, 280974247



£TTHAD ATEZxB TELECOMMUNICATION COMPANY
(A Sandi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019
(Saudi Riyal)

3. SUMMARY OF SiGNISICANT ACCOUNYING POLICIES (CONTINUED)

For the six months ended 30 September 2019:
= Depreciation expense increased by SAR 25,546,170 relatin

asseis recoghized.

Rent expense decreased by SAR 2 1,553,462 relaiing to previous operating leases.

Finance costs increased by 8§

liabilities recognized.

Amortisation of deferred gain (Other income) decreased by SAR 6,428,574

Impact on the statement of profit or loss for the six months ended 30 September 2019:

g to the depreciation of right of use

AR 6,782,694 relating to the inierest expense on additional lease

Depreciation expense
Rent expense

Other income
Operating profit
Finance costs

Profit for the period

Amounts recognised in the statement of financial position

As at 30 Septcmber 2019, the cost of ri
depreciation is SAR 25,546,170,

For the quarter ended 30 Se
6,782,694 on lease liability.

30 September
2019 SAR
(25,546,170)
21,553,462
(6,428,574)
(10,421,282)
(6,782,694)

(17,203,976)

ght of use assets is SAR 272,688,234 and accumulated

ptember 2019, the company has recognised interest expense of SAR

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

Leases

The Company assess whether a contract contains a lease,
arrangements the Company recognize right of use assets
leases and lvases of low value assets as follows:

and lease

Right-of-use assets

The Company recognises right-of-use assets at the
underlying asset is available for use), Right-of-
depreciation and impairment losses, and adjusted for any re
of right-of-use assets includes the amount of lease liabilities
lease payments made at or before the commencement date ]
Company is reasonably certain to obtain ownership of the
recognised right-ofiuse assets arc depreciated on a straigh
useful life and the lease term. Right-of-

-measu

ess any |
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at inception of the contract, For all such lease

liabilities except for the short term

commencement date of the lease (i.e., the date the
use assets are measured at cost, less any accumulated

rement of lease liabilities. The cost

recognised, initial direct costs incurred, and

ease incentives received. Unless the

leased asset at the end of the lease term, the
t-line basis over the shorter of its estimated
use assets are subject to impairment.



ETIHAD ATHEEB TELECOMMYNICATION COMPANY
(A Saudi Joint Stock Company)
NGTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 Scptember 2019
{Saudi Riyal)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CCNTINUED)

Lease liabilities

At the commencement date of the Jease, the Com pany recognises leasc Habilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
leasc payments also include the exercise price of a purchase option reasonably certain to be exercised
by the Company and payments of penaltics for terminating a lease, if the lease term reflects the Company
excreising the option to terminate. The variablc lcase payments that do not depend on an index or a rate
are recognisud as cxpense in the period on which the event or condition that triggers the payment occurs,

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

Short-term leases and leases of low-value assets

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

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

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

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

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

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

14
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ETTHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CCNDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019
(Saudi Riyal)

PROPERTY AND EQUIPMENT (CONTINUED)

Impairment test

Non-financial assets are tested annualtly for impairment where management determines that indicators
of impairment exist. Management performed an impairment assessment of its non-current assots as 2t
31 March 2019. The recoverable amount was based on the value in use, determined by discourting the
iuture cash flows to be generated from the continuing use of the non-financial assets. The recoverable
amount was determined to be higher than the carrying value, Acconlingly no impairment loss was
recognized.

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

Percentage
Discount rate 10%
Terminal growth rate 2%

The discount rate was a post-tax measure estimated based oi: the weighted-average cost of capital of 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 outcomes taking into account past uxperience,
adjusted for anticipated revenue growth, Revenue growth was projected taking into account the average
growth levels cxperienced over the past five years and the estimated sales volume and price changes for
the next five years.
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5.2

ETIHAD ATHFEB TELECOMMUNICA TiON COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019
(Saudi Riyal)

INTANGIBLES

Network

capacity

License (note 5.2) Software Total

Cost:
Balance at 1 April 2018 527,904,000 580,929,926 52,164,807 :,160,998,733
Additions during the year - i - -
Balance at 31 March 2019 527,904,000 580,929,926 52,164,807 1,160,998,733
Additions during the period e - -
Balance at 30 September 2019 527,904,000 580,929,926 52,164,807 1,160,998,733
Accumulated amortization:
Balance at 1 April 2018 176,983,904 129,744,800 46,401,559 353,130,263
Charge for the year 11,320,004 39,311,617 2,796,725 53,428,346
Balance at 31 March 2019 188,303,908 169,056,417 49,198,284 406,558,609
Charge for the period 3,660,003 19,653,826 1,398,363 26,712.1 92
Balance at 30 September 2019 _ 193,963,911 188,710,243 _50,596.647 433,270,@1_
Net book value:
At 30 Sepiember 2019 333,940,089 _392,219,683 __ 1,568,160 727,727,932

At 3] March 2019

As stated in Note 1, the CITC has extended the life of
December 2016, the remaining carrying value of the C
useiul life of 32 years (ending 31 March 2049).

These represent various Indefeasible Rights of Use (“IRU”
Kingdom of Saudi Arabia. This also includcs an [RU agreeme
granted the Company an IRU for 15 years for thirty thousan
Home (“FTTH™)). The IRU agresment allows both parties to

thousand ports,

As on 30 June 2018, the Company has acquired the initial 30,000
liability is due in 12 equal quarterly instaliments of SAR 34
year 2017-18, The Company has further acquired 10,000 p
related liability is due in 8 equal quarterly installments com
and the corresponding liability has been discounted to its

17

332600092 411,873,509 2,966,523

754,440,124

the Company’s license by 15 years, Accordingly, from 1
ompany’s license is now being amortized over the revised

) agreements signed with telecom aperators in the
nt with Saudi Telecorn Company (STC), whereby STC
d ports on its fiber optics network (i.e. Fiber-To-The-
agree upon increasing the ports to reach one hundred

ports amounting to SAR 408 million. The related

million each, duc from the second quarter of the financial
orts costing SAR 51 million during the year for which the
mencing from one year after the order date. The intangible
present value using the market rate,
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7.2

10.

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 20 September 2019

(Saudi Riyal)
TRADTL RECEIVABLES
Note 30 September 31 March 2619
2019
Trade receivables 7.1 283,897,088 228,226,427
Allowanee for impairmont 72 (79,295977) (65,313,304)

T_20460101. 162,913,123

..... —t

Tradc rcevivables include an amount of SAR 39,174,924 (31 March 2019: SAR 33,746,093) due
from related parties, (Note 16)

Movement in Impainment loss is as follows:

For the For the
period ended yeat ended
30 Septentber 31 March 2019
2019 _

Balance at beginning of the period / year 65,313,304 31,391,503
Impact of adoption of IFRS 9 - 9,496,132
Charge for the period / year o 13,982,673 24,425,669
Balance at end of the period / year 79,295,977 65,313.304

CASH AND CASH EQUIVALENTS

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

STATUTORY RESERVE

In accordance with the Company's By-Laws, the Company is required set aside 10% of its net
income each year as statutory reserve until such reserve equals to 30% of the share capital.

MURABAHA FINANCING

This represcnts murabaha financing obtained from a local bank (the "Bank™) utilized to meet
operating expenditure requirements of the Company. The Islamic financing involves the sale and
purchase of commodities with the Bank as per mutually agreed terms. The Company obtained
financing at an average rate of return of Saudi Interbank Offer Rate (SIBOR) plus the bank’s
commission of 1.75% per annum. The Company is to repay the outstanding balance in 3 equal
quarterly installments ending April 2020.

30 September 31 March 2019

2019
Current portion 23,301,148 31,068,184
Non-current potion - 7,767,053
23,301,148 38,835,237

19



ETTHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 Septomber 2019
{Saudi Riyal)

1. LONG TERV, ACCOUNTS PAYABLE

This represents payable to STC in respect of the FTTH IRU agreement and LTE payment
agreement. The FTTH IRU payable has been discounted to its present value using tie effective
interest rate,

The movement in long term accounts payable is as follows:

30 SeptemYer
2019 31 March 2019
Balance at the beginning of the period / year 223,832,976 213,516,948
Rescheduling during the period / year 212,115,043 -
Unwinding of discount for the period ! year 3,104485 10,316,028
Balance at the end of the period / year .. 439,052,504 223,832,976
30 September
2019 _31 March 2019
Current Portion (included in short term accounts
payable) 184,862,211 111,062,515
Naon-current portion 254,190,293 112,770,461
Balance at the end of the period / year -439,_(_)5_%,5_!?14= 223,832,976__

12, OTHER INCOME

Note __ For the six month period ended
30 September 30 September

2019 2018
Marketing support income 12.1 - 24,000,000
Amortization of deferred gain un sale of property
and equipment - 6,428,574
Settlement from Vendor 3,195,249 -
Others 32,110 10,047
3227359 30,438,621

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

13.  LOSS PER SHARE — BASIC AND DILUTED

__ For the six month period ended
30 September 30 Sepiember

2019 2018
Nt loss for the period (52,687,830)_ —(35,539,013)
Weighted average number of shares for the period 35,052,900 35,05-2,9_()_(1
Loss per share - basic and diluted L (1.50) e (L0

13.1 Loss per share is computed by dividing the loss attributable to the ordinary shareholders of the
Company for the period ended 30 September 2019 and 30 Septeinber 2018, by the weighted
average number of shares outstanding during the period.

20
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15.

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

CONTINGENCIES AND COMMITMENTS

Contingencies

Letier of guarantecs

The Company's banks have issued letiers of Buarantees amounting 1o SAR 50 million (31 March
2019: SAR 50 million) as at the reporting date.

Legal cascs status

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

CITC ligblity

Commitments

The Company has commitments resulting frotit major agreements which were entered into and not
yet executed at the reporting date amounting approximately to SAR 167.6 million pertaining to
the various vendors,

SEGMENTAL INFORMATION

Information regarding the Company’s opurating segments js set out below in accordance with
IFRS 8 Operating Scgments, IFRS 8 requires operating segments to be identified on the basis of
internal reports that are regularly reviewed by the Company's Chief Operating Decision Maker
(CODM) and used to allocate resources to the segments and to assess their performance,

The Company is engaged in a single line of business, being the supply of telecommunication
services and related products. The majority of the Company’s revenues, profits and assets relate
to its opcrations in Saudi Arabia. The operating segments that are rogularly reported to the CODM
are explained below:

- Voice comprise of local and international calls including interconnection.

-~ Data comprise of internct broadband services provided to business-to-business (B2B) and
business-to-consumer (B2C).
Unaliocated represents others which cannot be attributed to any of the reported operating
segment.

21



ETTHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
For the six month period ended 30 September 2019

{Saudi Riyal)

15. SEGMENTAL INFORMATION (CONTINUED)

Segment assets
Property and equipmen:
Intangibles

Right of use asscts

Segment revenue and costs
Revenue, net

Cost of services

Selling and marketing exponses
Depreciation and amortization
Allowance for impairment in trade
receivables

General and administrative
expenscs

Other income

Finance cost

Segment revenue and costs
Revenue, net

Cost of services

Selling and marketing expenses
Depreciation and amortization
Allowance for impairment in trade
receivables

General and administrative
expenses

Other income

Finance cost

As at 30 September 2019 ——
_ _Voice Data_ __Unallvcated Total
2,183,357 227,640,786 — 229,824,143
6,913,502 720,814,430 - 727,727,932
2,590,571 270,097,663 e 272,688,234
For the three month period ended 30 September 2019
Voice Data Unallocated Total _
5,198,701 81,637,733 - 86,836,434
(1,779,363)  (42,830,725) -- (44,610,288)
- ~ (8,001,216) (8,001,216)
(292,868)  (30,534,934) - (30,827,802)
- . {6,687,951) (6,687,951)
=+ - (15310,522) (15,310,522)
- 3,195,395 3,195,395
- - (5,420,362) (5,420,362)

For the six month period ended 30 September 2019

Voice Data Uunallocated Total
11,011,710 172,922,235 - 183,933,945
(4,070,077)  (97,959,074) - (102,029,151)

- ~  (17,756,263) (17,756,263)
(586,400}  (61,139,137) - (61,725,537)
- v (13,982,673} (13,982,673)

- - (32,987,965) (32,987,965)

- 3,227,359 3,227,359

- - (11,367,545) (11,367,545)
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15. SEGMENTAL INFORMATION ¢ CONTINUED)

Segment assets
Property and equipment
Intangibles

Segment revenuc and costs
Revenue, net

Cost of services

Selling and marketing expenses
Depreciation and amortization

Allowance for impairment in trade

receivables

General and administrativs;
exponses

Other income

Finance cost

Segment revenue and costs
Revenue, net

Cost of services

Selling and markoting expenses
Depreciation and amortization

Voice Data
6,209,149 231,581,617
19,699,802 734,740,322

As at31 March 2019

For the threc month puriod ended 30 Septcmber 2018

_ _Voice Data
20,420,899 88,389,202
(43,559,973)  (34,571,729)

(573,398)  (21,385,925)

Unallocated " Total
- 237,790,766
- 754 440,124
_Unallocated Total
- 108,810,191
- (78,131,702)
(8,162,888) (8,162,888)
- (21,959,323)
(5,029,764) (5,029,764}
(20,541,534) (20,541,534)
15,215,769 15,215,769
(3.869,539) {3,869,539)

For the six month period ended 30 September 2018

_: _Voice Data
40,063,882 173,411,475
(83,830,216) (66,532,537
(1,150,273) (42,901,542)

Allowance for impairment in trade

receivables

General and administrative
expenses

Other income

Finance cost

The CODM monitors its current assets and all liabili
the Company's services are principally provided in 8

23

Unallocated

Total

{17,033,808)

(13,830,413)
(45,120,200)

30,438,621
(8,054,002)

213,475,357
(150,362,753)
(17,033,808)
(14,051,815)

(13,830,413)
(46,120,200)

30,438,621
(8,054,002)

ties on an integrated basis. In addition, all of
audi Arabia,
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RELATED PARTY TRANSACTIONS AND BALANCES

The related parties of the Company comprise the shareholders having significant intTuence, their
affiliated companies and key management personnel. In the ordinary course of business, the
Company enters into transactions with related patties on terms approved by the Board of Directors
of the Company.

Significant transactions entered into with related parties are as follows:

For the three month period ended

Relatzd parties Relationship  Nafure af 30 September 30 September
fransaction 2019 2018
Bahrain Telecommunication Shareholdur  Data revenue 1,731,655 1,732,743
Company Interconnection
revenue 756,853 2,340
Interconnection
cost 422,652 416.774
Saudi Arabian Marketing and
Agencics Limited Affiliate Data revenue 293,452
Bithar Trading Company
Limited Shareholder  Data revenue 223,338 56,000
Athecb Saudi Intergraph
Company Limited Shareholder  Data revenue 49,001 64,823
Atheeb Maintenance and
Services Sharcholder  Data revenue 20,895 20,160
Etihad Shams Cotmpany
Limited Affiliate Data revenue 25,769 12,924
Founding sharcholders Sharcholder  Guarantee fee 32,139 45,723

Relared parties

Bahrain Telecommunication

Company

Saudi Arabian Marketing and
Agencivs Limited
Bithar i'rading Company

Limited

Atheeb Saudi Intergraph
Company Limited
Atheeb Maintenance and

Services

Etihad Shams Company

Limited

Founding shareholders

Relationship

Shareholder

Affiliate

Sharcholder
Shareholder
Shareholder

Affitiate
Sharcholder

Nature of
transaction
Data ravenue

Interconnection
TeVEnue
Interconnection
cost

Data revenue
Data revenue
Data revenue

Dala revenue

Data revenue
Guarantee fee

_For the six monih period ended

30 September 30 September
2019 2018

3,417,739 3,221,020
1,513,551 18,646
699,779 1,093,015
227,616 372,676
278,778 111,091
106,538 120,872
41,085 40,320
26,130 24,762
67,668 94,851

The above transaction resulted in the following balances with these companies:
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ETIHAD ATHEEZB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

NOTES 'TfO THE CONDENSED INTERIM FINANCIAL STATEMENTS

For the six month period ended 30 September 2019
{Saudi Riyal)

RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Due from related parties

Bahrain Tclecommunications Company

Bithar Traling Company Limited

Saudi Arabian Marketing and Agencies ] imited
Atheeb Sandi Intergraph Company Limited
Atheeb Maintenance and Services

Etihad Shams Company Limited

Dite to related parties

Bahrain Telecommunications Company

Bithar Trading Company Limited

Traco Company Trading and Contracting Company
Saudi Internet Company Limited

Bithar Communications & Information Technology
Company Limited

Atheeb Maintenance and Services Company Limited
Al Nahla Trading and Contracting Company Limited

25

30 September

31 March 2019

Relationship 2019 e -
Shareholder 35,716,016 30,784,726
Shareholder 324,029 132,695
Affiliate 2,931,307 2,709,334
Shareholder 86,572 56,990
Sharcholder 80,793 39,738

Affiliaic 36,207 _ 22,610
39,174,92‘=L .. 33,746,093
30 September 3k March 2019

. Relationshlp 2019 i

Shareholder 27,761,573 26,912,022
Shargholder 37,800 20,625
Shareholder 919,321 913,075
Shareholder 208,966 256,730
Shareholder 261,466 256,780
Shareholder 261,466 256,780
Shareholder 159,059 144,483
29,609,651 28,760,547
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ETIEAD ATHERB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)
NOTES TO TEE CONDENSED INTERIM FINANCIAL STATEMENTS
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PROVISION FOR ZAKAT AND TAX

Movement in Zakat provision

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

2019
Balance at the beginning of the period / year 2,698,958 2,698,958
Charge during the period / year o - -
Balance at the und of the period / year v 24698,958 2,698,958

Zakat and tax status

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

In July 2015, the GAZT raised zakat and withholding tax (WHT) assessment for the vears 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 Augusi 2015,

In responsc to appeal filed by the Company, the Preliminary Appeal Committee (PAC) issued
ruling in October 2016 based un 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 Company was also
liable to pay fine of SAR 0.6 million as per the PAC ruling, on making delay in the payment of
WHT,

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

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

fINANCIAL INSTRUMENTS — FAIR VALUES

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

SUBSEQUENT EVENT

Subsequunt to 30 September 2019, the Board of Dirsctors decided on January 22, 2020 to
recommend to the Extra-ordinary General Assembly to reduce the Company’s capital from SAR
350,529,000 to SAR 228,529,000, thereby reducing the number of Company’s shares from
35,052,900 sharcs to 22,852,900 shares by cancelling 12,200,000 shares. This represents a
reduction of SAR 122 million to absorb the accumulated losses, which cxceeded 50% of the
capital. The Company is working to complete the legal procedures and to get the approval from
Capital Market Authority regarding capital reduction.

APPROVAL OF TI3E CONDENSED INTEREIM FINANCIAL STATEMENTS

These condensed interim financial statements wore authorized for issue by the Board of Directors
on 29 January 2020,
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