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Kingdom of Saudi Arabia

INDEPENDENT AUDITORS’ REPORT ON REVIEW OF
CONDENSED INTERIM FINANCIAL STATEMENTS

To: The Shareholders’
Etihad Atheeb Communication Company
(A Saudi Joint Stock Company)
Riyadh, Saudi Arabia

Introduction

We have reviewed the accompanying 30 September 2017 condensed interim finencial statements of
Etihad Atheeb Telecommunication Company (“the Company™), which comprises:

the condensed interim statement of financial position as at 30 September 2017;

e the condensed interim statement of comprehensive income for the three and six month periods ended
30 September 2017,

» the condensed interim statement of changes in equity for the six months period ended 30 September
2017,

s the condensed inlerim statement of cash flows for the six months period ended 30 September 2017;
and

e the notes to the condensed interim financial statements,

Management is responsible for the preparation and presentation of these condensed interim financial
statements in accordance with IAS 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,

Seope of review

We conducted our review in accordance with the 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. A review of interim financial information consists of making
inquiries, primarily 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 Intemnational 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 andit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
30 September 2017 condensed interim financial statements of Etihad Atheeb Telecommunication
Company (“the Company™) are not prepared, in all material respects, in accordance with IAS 34,
‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia.
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Emphasis of matter

We draw attention to Note 2(b) to the accompanying condensed interim financia] Statements; as at 30
September 2017, the Company’s current liabilities exceeded its current assets and the accumulated
losses approximate to 45% of the Company’s share capital. We have considered the adequacy of the
disclosure made in note 2(b) to the condensed interim financial statements conceming the Company’s
ability to continue as a going concern. These conditions indicate the existence of a material uncertainly,
which may t doubt about the company’s ability to continue as a going concemn.

License No: 371

Date: 17 Safar 1439H
Corresponding to; 6 November 2017



ETIHAD ATHEEBR TELECOMMUNICATION COMPANY
(A Smadi Joint Stock Company)
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
As at 30 September 2017
(Smudt Arsbisn Riyals)
Lncaudifed Audited Andited

Note 30 Sentember2017 21 March 2017 L Axil 2016
ASSETS
Non-carrent assety s »
Property sad equipment 270,944,057 331,679,523 372,531 433
Intengibles 6 810,175.47% 798.151,66‘7 &%
Total non-carrent asats LOLISAR  LIZOMININ 1216338183
Current assets
Inventories 8,166,266 8,329,081 5,406,579
Trade recetvables 7 154388337 123,573,039 78,393,100
Prepayments and other current assets 103,811,510 109,524,838 116,554,011
Cash and cash equivalents 8 54,929,533 102,693, 540 131,127@
Total current sssets — 326295646 __342-10.19;2_ — 338,080,960
TOTAL ASSETS 1,407,415178 1,473251 St 1 55114719‘143
EQUITY AND LIABILITIES
Equity
Share capital 1 lﬂﬁ.wo,m 1,575,000,000
Accumulated losges [1.]29‘3 213)
Total aquity ﬁ Tsenr iRema
Liablitles
Nawuoq ey 1o 54,369,239 69,903,310 00,971
T Islamic Financing 5 I 428
Long term accounts payable It 158,608,553 279,445,394 370,914,268
Defined benefit obligation - employees’ 14,726,701 13,386,200 11,933,996
Provizton for cost 12 2817488 765,106 .
Toial acn-current fisbilities 23001978 __ 365,504,010 ﬁ
Taweroq lalamic Financing - portl 10 31,068,121 31,068,118 31,068,118

5 - current on »U0B,. :

Ascouts payable - ghort term 470,586,563 397558326
Accrued expenses apd other current [isbilities 204,435,914 152,973,989 153,073,961
Deftrred income 121,899,239 52,411,560 37,622,051
Provision for Zaket and tax 18 2,698,958 2,698,958 — AO98958
Total current linbftities —  830,686:795 MEI_ —623,021414
Total linbilities — L061,3087T3 _l.l_nam LIOESOe5
TOTAL EQUITY AND LIABILITIES 1,407,415,178 _IM _155dig

The accompanying notes (1) through {20) on pages (5) to {31) form an

| integral parpof these condensed interim financial statements, y,- "
2 st
fd Maaii Mahmoud Al Abdullah
Chigf Executive Officer A g Acting Chief Financial Officer

Husam SadaaD

l



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joinr Stock Company)
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-anditng)
For the three and six month periods ended 30 September 2017
(Smudi Arabian Riyals)

For the thres months period For the six months period
ended ended

s RGP i Mgt s

Revenue, net 125,450,682 E5300260 262476694 176,290,216
Cost of ervicey 163,740,541) 74,111,531 {314,689,549) ﬂ’&é&&:
Gross profit _("n,m,:-n 12,188,729 47,787,148 21082,757
Selling xnd marketing expenses (20.117,706)  (18,029,806)  (49,375; (35,769,274
Depreciation and emortization 56 (21,500536)  (38,966,362) (47, e 07.2‘12.&16]1
w and adminigtrative expenses " 011-51%417) (14.705.31532 (52,900,529)
Operating (loss) / profit (24,545,608) 18,741,902 35,471,458 B&%ﬂ)
Finance oosty (3,268.975) (10,861 507) (6,4
Net (lass) / profit for the period Mﬁ%.@&%ﬁf
Other comprehensive Income
Trems that 1;;‘1‘!, not b b:ec!amﬁed f:&'

i Equent pari
el
benafit obligation - = ol el
Total compretiensive (lom) / Income N
for the pardod —(33,813.983) ———&——“ 03 —M M" 1_‘
(Lo} / earniug per thare 04m)_ U ___ eu __ 0a)

The accompanying notes (1) through (20) on pages (5) to (31) form an

Integral part of these condensed Interim financial statememts,

<



ETTHAD ATHEER

TELECOMMUN
{A Saudi Joint Stock Co

ICATI?N COMPANY

CONDENSED INTERIM STATEMENT OF CHANGES IN EQuUITY (Un-audites)
Fer the six months period ended 30 September 2017
(Saudj Arabian Riyals)

Balance et 01 April 2017
Reduction of share capital to absorb [osses
Net profit for the period

Other comprehensive income

Total comprehensive income for the period

Balance at 30 September 2017

Balance at 01 April 2016

Net loss for the period

Other comprehensive income

Total comprehensive loss for the period

Balance at 30 September 2016

Accumulated
Note  Sharecapital leges Total

1575,000000 (1,254,403543) 320,806,457
I (M5000000) 945,000,000 -

-Jf 25,509,943’ zs,aop}gi'

J
~ 25609948 25,606,948

630,000,000  (283,793,595) 346,206.405

Accomuinted
Share capital logsey Tota|

1,575,000,000 (1,129,08%213) 45,914,707

| = |1 42,752,170 [@2752,174)
-] | =
- @717 @751

1,575,000,000 (1,171,837,387) 403,162,613

The accompanying notes (1) through (20) on pages (3) to (31) form an
integral part of these condensed interim financial statements.

_5.\%\" 7.4



(A Saudi Joint Stock C

CONDENSED INTERIM STATEMENT OF CASH FLOWS

For the six months period ended 30 September 2017
(Saudi Arabian Riyas)

Cash flows from operating activities
Net profit / (loss) for the pexiod
Adfustments to recancile net lozs for the period 1o nat
cash used in aperating activities
Depreciation and amortization
Gain on disposal of property and equipment
Amortization of deferred gain on disposal of property
and equipment
for doubsfil receivabies
oosts
Provisian for employees’ end of service benefits

Changes in working capital

Inventories

Accrued axpensas and other current lisbilitles
Defierred income

Flnanoe costs paid
Emplayees' end of service benefits paid
Net cash geaersted from operating activities

Cash fiows from Investing nctivities
Additions to property and equipmaent
onto intangibles
Proceeds from disposat of property and equipment
Net cash used in investing activities

Cash flows from financing activities

Reptyment of Tawarog Islamic Financing
Net cash used in financing sctivities

Net decreass in cash and cash equivalenty

Cuhn:dushequlvalmuthebeshningofﬂn
period

Cash and cash equivalents at the end of the period

integral pert of these condensed interim financial stetements.,

w%

Far the six months period ended
Note 30 Sepp i ooths period ended _
15,609,948 (42..752.£74)
56 47,202,498 71,272,817
13 (97,921,89%) m.%if%m
7 (13,862,12 ("13’9,6:3
0,861,507 6,846,660
IM 1;&@
(13,346,057) (35,695,719
162,915 (2.320.984)
(4677,445)  (21,929,1'7m)
(70,596,672) 20,711,806
94,521,118 35,548,804
: tiwzm
10316,146 B4

(1,757, 39,
bisatg s
(2,574,097 (3.032.062)
(37,994,845) e
(038341 _Goisnm)

[IM 1 ‘
(47,764,007 (8,807,435)

— 102693540 137

ETIHAD ATHEEB TELECOMMUNICATION COMPANY

{(Un-audited)

— 137,727,270
— S48 T 12891938

The accompanying notes (1) through (20) on pages (5) to (31) form an

“Tx
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ETIHAD ATHEER TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

ORGANIZATION AND ACTIVITIES

General information

Etihad Atheeb Telecommunication Company (the “Company”), is a Saudj Joint Stock Company
registered in the Kingdom of Saudi Arabia under commercial registration (No. 1010263273)
issued in Riyadh on 30 Safar 14304 {corresponding to 25 F ebruary 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/6 dated 19 Safar 1429H (26 February 2008),
the Company was granted a fixed-line telecommunication license and the used-frequency
spectrum to provide fixed telephone services in the Kingdom of Saudj Arabia for a period of 25
years (starting on 1 April 2009 and ending on 31 March 2034), on 30 Rabi'l 1438H
(corresponding to 29 December 2016), the Communications and Information Technology

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

The Company's shareholders, in their extra ordinary general meeting held on 10 April 2017, have
resolved to reduce the Company’s share capital by SAR 945 million as proposed by the Board of
Directors, in their meeting held on 12 February 2017. Accordingly, the Company’s share capital
was reduced upon completion of the legal formalities. As at 30 September 2017, the authorized,
issued and paid up share capital of the Company is SAR 630 million divided into 63 million shares
of SAR 10 each. The founding shareholders of the Company have subscribed and paid for 28.5
million shares and the remaining 34.5 million shares have been subscribed by the general public.

on its fiber optics network (i.e. Fiber To The Home (“FTTH")). The IRU agreement allows both
parties to agree upon Increasing the ports to reach hundred thousand ports, However, on 30

The payment for the IRU shal] be financed through the Company's internal resources and the
prospective resources arising from the sale of this service in addition to externa] finance if
necessary; noting that this agreement is irrevocable by both Parties. The ports are to be used to
provide broadband internet and fixed telephone services for consumers and small business, The
agreement will allow the Company to increase its competitive capability in the telecom sector
through expanding and diversifying its services. Consequently, the Company’s financial
capabilities will be enhanced,

The Company announced on 12 June 2014 that it has executed various marketing agreements
with STC amounting to SAR 309 million through which the Company will market business sector
services of STC to some of jts existing and / or new customers specially to the small and medium
sized enterprises for a period of 30 months starting from the date of the agreement. However, on
30 January 2017, the Company has signed an addendum to the agreement whereby STC has
extended the marketing agreements with the Company for another term of 24 months and has
increased the value the agreements by SAR 96 million. CL/-—\—/I\
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

ORGANIZATION AND ACTIVITIES (CONTINUED)

The Company announced on 8 June 2017, that it has received a notification from CITC dated 12
Ramadan 1438H (corresponding to 7 June 2017) stating that the Company has won frequency
spectrum, in the 700 MHz and 1800 MHz bands, in the auction organized and supervised by CITC
and will be eligible for these frequencies once regulatory requirements are met, The total
consideration payable for these frequencies is SAR 2,065 million of which 30% was required to
be paid upfront and the remaining amount was payable in 10 equal quarterly installments
commencing from 1 January 2018. However, on 1 October 2017, the Company announced that it
has received another notification from CITC dated 6 Muharram 1439H (corresponding to 26
September 2017) stating that the CITC has cancelled the abovementioned frequencies awarded to
the Company due to non-payment of the first installment by the Company.

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 license to the Company and has referred
the matter to the Council of Ministers for their final approval.

BASIS OF PREPARATION

Statement of compliance

The accompanying condensed interim financial statements have been prepared in accordance with
IAS 34 Interim Financial Reporting as endorsed in the Kingdom of Saudi Arabia. Up to and
including the year ended 31 March 2017, the Company prepared and presented statutory financial
statements in accordance with the generally accepted accounting standards in the Kingdom of
Saudi Arabia issued by the SOCPA and the requirements of the Saudi Arabian Regulations for
Companies and the Company's By-laws in so far as they relate to the preparation and presentation
of the financial statements.

For financial periods commencing 1 January 2017, the applicable regulations require the
Company to prepare and present financial statements in accordance with International Financial
Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements that are issued by SOCPA (“IFRS™). As part of this requirement, the Company
has prepared these condensed interim financial statements. In preparing these condensed interim
financial statements, the Company's opening statement of financial position under IFRS has been
prepared as at | April 2016, which is the Company's date of transition to IFRS to establish the
opening financial position of the Company expected to be presented in the Company's first
complete set of IFRS financial statements for the year ending 31 March 2018.

As required by the Capital Market Authority (“CMA™) through its circular dated 16 October 2016
the Company needs to apply the cost model to measure the property, plant, equipment, investment
property, and intangible assets upon adopting the IFRS for three years period starting from the
IFRS adoption date.

In preparing these condensed interim financial statements in accordance with IFRSs, IFRS 1 First-
time Adoption of International Financial Reporting Standards has been applied. An explanation
of how the transition to IFRS has affected the previously reported financial position as at 1 April
2016, 30 September 2016 and 31 March 2017; and financial performance of the Company for the
six months period ended 30 September 2016, and year ended 31 March 2017 is provided in Note
4.

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

6 K
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

BASIS OF PREPARATION (CONTIN UED)

Basis of measurement

These condensed interim financial statements have been prepared on the historical cost basis of
accounting except for the defined benefits obligation - employees® end of service benefits which
are measured using actuarial techniques.

As at 30 September 2017, the Company’s current liabilities exceeds its current assets by SAR 504
million (31 March 2017: SAR 444 million). Moreover, the Company has accumulated losses
amounting to SAR 284 million as of 30 September 2017, which approximate 45.05% of the
Company’s share capital.

The Company's management believes that it would improve the Company’s business on the basis
of the agreements described in notes I(b) and I(c} and that it will be abje to secure the necessary
funding to meet its obligations as and when they become due. The Company’s current cash flow
forecast is critically dependent upon the continued deferral and ongoing support of key suppliers.
However, the Company has certain agreements with its key suppliers and accordingly manages
its repayment terms. The management is confident that the support from key suppliers in the form
of delayed payment terms will continue in to the foreseeable future.

In addition, the Company closely monitors the accumulated losses on a regular basis and in case
the losses approximate 50% of the Company’s share capital, the Company will evaluate the
options available to it to rectify the shortfall in order to ensure compliance with the law.

Further, the Company is in the process of obtaining the Unified license and the related frequency
spectrum that will result in enhancement of the Company’s operations and future expansion. The
management believe that it can secure the availability of necessary funding to acquire the said
license and the related frequency spectrum and financing the future expansion. Accordingly, the
Company’s management believes that the going concern is the appropriate basis of preparation
for these condensed interim financial statements,

Functional and presentation currency

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

Use of estimates and judgments

The preparation of these condensed interim financial statements in conformity with IFRSs
requires management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

In preparing these condensed interim financial statements, the significant judgments made by
management applying the Company’s accounting policies and the key sources of estimation
uncertainty are expected to be the same as those to be applied in the first annual IFRS financial
statermnents.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates

are recognized prospectively. (A/ff-
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

BASIS OF PREPARATION (CONTINUED)

Use of estimates and judgments ( Continued)

Judpments

Information about judgments made in applying accounting policies that have the most significant
effects on the amounts recognized in the financial statement is included in the following notes:

- Lease: whether an arrangement contains a lease Note 3(i)
- Lease classification Note 3(i)

Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of
resulting in a material adjustment are as follows:

- Usefll lives, residual values and impairment of

property and equipment Note 3(a) and 3(c)
- Provision for doubtful receivables Note 3(d)
- Provision for obsolete and slow-moving inventory Note 3(e)
- Defined benefit obligations — employees® benefit Note 3(g)
- Provisions and contingencies Notes 3(h)

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these condensed interim
financial statements are as follows:

Property and equipment

Items of property and equipment are measured at cost, which includes capitalized borrowing
costs, less accumulated depreciation and any accumulated impairment losses,

Cost comprises the cost of equipment and materials, including freight and insurance, charges from
contractors for installation and building works, direct labor costs, capitalized borrowing costs and
an estimate of the costs of dismantling and removing the equipment and restoring the site on
which it is located.

If significant parts of an item of property and equipment have different usefu] lives, then they are
accounted for as separate jtems (major components) of property and equipment.

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

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

Depreciation

Depreciation is calculated to write off the cost of items of property and equipment less their
estimated residual vatues using the straight-line method over their estimated useful lives, and is
recognized in profit or loss. The depreciation is charged from the date the asset is available for
use until the date of its disposal or de-recognition. Leased assets, if any, are depreciated over the
shorter of the lease term and their useful lives unless it is reasonably certain that the Company

will obtain ownership by the end of the lease term. L.,—‘*/ W
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)

Property and equipment {continued)

The estimated useful lives of property and equipment are as follows:

Leasehold improvements lower of lease term or 10
Network infrastructure 4-15
Facilities, support and IT equipment 5

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

Intangibles

Intangibles acquired separately are measured on initial recognition at cost. Following initial
recognition, intangibles are carried at cost less any accumulated amortization and any
accumulated impairment losses. Amortization is calculated to write off the cost of intangibles and
is recognized in profit or loss. The amortization is charged from the date the intangible is available
for use until the date of its disposal or de-recognition. Amortization methods, useful lives and
residual values are reviewed at each reporting date and adjusted if appropriate,

Subsequent expenditure

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

The Company’s intangibles comprise of the following:

Licenses

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

Indefeasible rights of use (IRU) - network capacity

IRUs represents the right to use a portion of the capacity of a transmission cable granted for a
fixed period. IRUs are recognized at cost as an intangible when the Company has the specific
indefeasible right to use an identified portion of the underlying asset, generally optical fibers.
They are amortized on a straight line basis over the life of the contract.

Computer software

Computer software licenses purchased from third parties are initially recorded at cost.

Useful lives

The estimated useful lives of the Company’s intangibles are as follows:

License 40
Network capacity 7-15
Software 5-10

, x
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)

For the six months periods ended 30 September 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of non-financial assets

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

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets
or Cash Generating Unit (CGU).

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

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its
recoverable amount,

Impairment losses are recognized in profit or loss. They are allocated to reduce the carrying
amounts of the assets in the CGU on a pro rata basis.

Financial instruments
Non derivative financial assets

The Company initially recognizes loans and receivables on the date they are originated. All other
financial assets (including assets designated at fair value through profit or loss) are recognized
initially on the trade date at which the Company becomes a party to the contractual provisions of
the instrument.

The Company derecognizes a financial asset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows on the financial
asset in a transaction in which substantially all the risks and rewards of ownership of the financial
asset are transferred. Any interest in transferred financial assets that is created or retained by the
Company is recognized as a Separate asset or liability.

The Company classifies loans and recejvables as non-derivative financial assets.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted
in an active market. Such assets are recognized initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition, loans and receivables are measured at
amortized cost using the effective interest method, less any impairment losses. Loans and
receivables comprise cash and cash equivalents, trade and certain other receivables.
Non-derivative financial liabilities

The Company initially recognizes all financial liabilities (including liabilities designated at fair
value through profit or loss) on the trade date at which the Company becomes a party to the

contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are discharged

or cancelled or expire.
10 {f’[’/
[}
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)

For the six months periods ended 30 September 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

The Company has the following non-derivative financial liabilities: bank borrowing representing
Tawaroq Islamic Financing, accounts payables and accrued expenses and other current liabilities,

Such financial liabilities are recognized initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition these financial liabilities are measured at
amortized cost using the effective interest method.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Company has a legal right to offset the amounts and intends
either to settle on a net basis or to realize the asset and settle the liability simultaneously.

Impairment of financial assets

The financial assets are assessed for indicators of impairment at each statement of financial
position date. Non derivative financial assets are impaired where there is objective evidence that,
as a result of one or more events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial asset have been impacted.

The Company considers evidence of impairment for trade and other receivables at both a specific
asset and collective level. All individually significant trade and other receivables are assessed for
specific impairment. All individually significant receivables found not to be specifically impaired
are then collectively assessed for any impairment that has been incurred but not yet identified.
Trade and other receivables that are not individually significant are collectively assessed for
impairment by grouping together trade and other receivables with similar risk characteristics,

The carrying amount of the financial asset is reduced for the loss resulting from the impairment
immediately for all the financial assets except for the trade receivables which are reduced through
the use of an allowance account. When the trade receivables are considered not to be recoverable,
they are written-off against the allowance account. Subsequent recoveries of amounts previously
written-off are credited to the profit or loss. Changes in the carrying amount of the allowance
account are recognized in the profit or loss account.

Inventories

Inventories comprise of modems, pre-paid cards, scratch cards and other telecommunication
equipment, which are measured at the lower of cost and net realizable value. Cost includes
expenditure incurred in acquiring the inventories and other costs incurred in bringing them to their
existing location and condition,

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

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, cash at banks in current accounts and other
short-term liquid investments with original maturities of three months or less, if any, which are

available to the Company without any restrictions. 7 -
T x
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8  Defined benefit obligation — employees’ benefit

The Company operates an unfunded gratuity scheme for all of its employees in accordance with
the requirements of Saudi Labor Law. The Company’s obligation jn respect of defined benefit
plans is calculated by estimating the amount of future benefits that employees haye eamed in the
current and prior periods on the basis of actuarial valuation,

reclassified to profit or loss in subsequent periods.

The Company recognizes the following changes in the defined benefits obligation in the profit
and loss account:

*  Service costs comprising current service costs, past-service costs, gains and losses on
curtailments and non-routine settlements
* Interest expense

On the date of transition, the calculation of defined benefits obligation has been performed by a
qualified actuary using the projected unit credit method. Thereafter, actuarial valuation is
performed annually,

h)  Provisions
(i)  Provision for decommissioning cost

The provision for decommissioning cost arises on construction of networking sites. A
corresponding asset is recognized in property and equipment upon initial recognition of the
provision. Dismantling costs are provided at the present value of expected costs to settle the
obligation using estimated cash flows. The cash flows are discounted at a current pre tax rate that
reflects the risks specific to the decommissioning liability. The unwinding of the discount is

The estimated future costs of decommissioning are reviewed annually and adjusted as appropriate,

Changes in the estimated future costs or in the discount rate applied are added to or d educted from
the cost of the asset.

(ii) General

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

i) Leases
Determining whether an arrangement contain a lease

At inception of an arrangement, the Company determines whether the arrangement is or contains

a lease. w/{’/ O[(/-
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases (Continued)

At inception or on reassessment of an arrangement that contain a lease, the Company separates
payments and other consideration required by the arrangement into lease and those for other
elements on the basis of their relative fair value,

Leased assets

Asset held by the Company under lease that transfer to the Company substantially all of the risks
and rewards of ownership are classified as finance lease.

Assets held under other leases are classified as operating leases and are not recognized in the
Company’s statement of financial position.

Lease payments

Payments made under operating leases are recognized in profit and loss account on a straight line
basis over the term of lease. Lease incentive received are recognized as an integral part of the
total lease expense, over the term of lease.

Revenue recognition

Revenue is measured at the fair value of the consideration received or the contractually defined
terms of payment. Revenue is stated net of trade discounts. The Comparty recognize revenue for
its different operations as follows:

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

Revenue from rendering of services

Revenue from rendering of services is recognized when the outcome of the transaction can be
estimated reliably, by reference to the stage of completion of the transaction at the statement of
financial position date or when services are completely performed,

The Company recognizes revenue from its telecom services as follows:

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

*  Airtime revenue is recognized on a usage basis. Deferred income related to unused airtime
is recognized when utilized by the customer or on a time proportion basis over the validity
period. Upon termination of the customer contract, all deferred income for unused ajrtime
is recognized in the statement of income.

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

*  Revenue from sale of WiMAX Customer Premises Equipment (“CPE”) and Dongles (i.e, a
broadband wireless adapter) are recognized when the WiMAX CPE and Dongles are
delivered to subscribers and customers,

*  Charges billed in advance are deferred and recognized over the contracted period of service.

T
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Expenses

Selling and marketing expenses are those arising from the Company’s efforts underlying the
marketing, selling and distribution functions, All other expenses, excluding cost of sales and
financial charges, are classified as general and administrative €xpenses. Allocations of common
expenses between cost of sales, selling, marketing, general and administrative expenses, when
required, are made on 2 consistent basis.

Foreign currency transactions

Transactions denominated in foreign currencies are translated to the functional currency of the
Company at the exchange rates ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the statement of financial position date are translated to the
functional currency of the Company at the exchange rate ruling at that date, Exchange differences
arising on translations are recognized in the profit or loss account.

Zakat and income tax

The Company is subject to zakat and income tax in accordance with the regulations of the General
Authority of Zakat and Income Tax (GAZT). The Company’s zakat and income tax is charged to
the profit or loss account. Current tax is the expected tax payable or receivable on the taxable
income or loss for the period, using tax rates enacted or substantively enacted at the reporting
date, and any adjustment to tax payable in respect of previous years. Additional Zakat and income
tax liability, if any, related to prior years’ assessments arising from GAZT are accounted for in
the period in which the final assessments are finalized.

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

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against
which they can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realized. The Company
has not recognized any deferred tax asset or liability as the timing differences are not material.

Borrowing costs

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

Standards issued but not yet effective

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

condensed interim financial statements. ‘L/)r
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the six months periods ended 30 September 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Standards issued but not yet effective (continued)
{FRS 15 Revenue from Contracts with C ustomers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognized. It replaces existing revenue recognition guidance, including IAS 18
Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty Programs. IFRS [5 is
effective for annual periods beginning on or after 1 January 2018, with early adoption permitted,

The standard introduces a new revenue recognition model that recognizes revenue ejtherata point
in time or over time. The model features a contract-based five-step analysis of transactions to
determine whether, how much and when revenue is recognized.

IFRS 9 Financial Instruments

In July 2014, the International Accounting Standards Board issued the final version of IFRS 9
Financial Instruments that replaces IAS 39: Financial Instruments: Recognition and Measurement
and all previous versions of IFRS 9. [FRS 9 brings together all three aspects of the accounting for
financial instruments project: classification and measurement, impairment and hedge accounting.
IFRS 9 is effective for annual periods beginning on or after 1 J anuary 2018, with early adoption
permitted. Except for hedge accounting, retrospective application is required but providing
comparative information is not compulsory. For hedge accounting, the requiremnents are generally
applied prospectively, with some limited exceptions. The Company has started assessment of the
potential impact of the adoption of IFRS 9 on its consolidated financial statements.

IFRS 16 Leases

[FRS 16 introduces a single, on-balance lease sheet accounting model for lessees, A lessee
recognizes a right-of-use asset representing its right to use the underlying asset and a Jease liability
representing its obligation to make lease payments. There are optional exemptions for short-term
leases and leases of low value items. Lessor accounting remains similar to the current standard —
i.e. lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including IAS 17 Leases, 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 is
effective for annual periods beginning on or after 1 J anuary 2019. Early adoption is permifted for
entities that apply IFRS 15 Revenue from Contracts with Customers at or before the date of injtial
application of IFRS 16.

Other amendments

The following new or amended standards are not expected to have a significant impact on the
Company’s’ financial statements.

- Classification and Measurement of Share-based Payment Transactions (Amendments

to IFRS 2).
- Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

(Amendments to IFRS 10 and IAS 28). C/,V?(
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4.1

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Compary)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

FIRST TIME ADOPTION OF IFRS

An explanation of the transition from SOCPA to IFRS is set out in the foliowing table,

Reconciliation of equity as at 1 April 2016

Effect of
Balance as transition to Balance as per
per SOCPA IFRSs IFRS

ASSETS
Non-current assets
Property and equipment (Note 4. 7 and

4.8 396,081,056 (23,549,623) 372,531,433
Intangibles (Note 4.7 and 4.9) 884,896,362 (41,089,612) 843,806,750
Total non-current assets 1,280,977,418 (64,639,235) 1,216,338,183
Current assets
Inventories 5,406,579 - 5,406,579
Trade receivables 78,393,100 - 78,393,100
Prepayments and other current assets 116,554,011 - 116,554,011
Cash and cash equivalents 137,727,270 - 137,727,270
Total current assets 338,080,960 - 338,080,960
TOTAL ASSETS 1,619,058,378 (64,639,235) 1,554,419,143
EQUITY AND LIABILITIES
EQUITY
Share capital 1,575,000,000 - 1,575,000,000
Accumulated losses (1,095,298,208) (33,787,005) (1, 129,085,213)
TOTAL EQUITY 479,701,792 (33,787,005) 445,914,787
LIABILITIES
Non-current liabilities
Tawaroq Islamic Financing 100,971,428 - 100,971,428
Long term accounts payable (Nore

4.9 306,000,000 64,914,268 370,914,268
Defined benefits obligation —

employees’ benefit (Note 4.10) 9,214,189 2,719,807 11,933,996
Provision for decommissioning cost

Note 4.8) -- 2,663,250 2,663,250
Total non-current liabilities 416,185,617 70,297,325 486,482,942
Current liabilities
Tawaroq Islamic Financing — current

portion 31,068,118 - 31,068,118
Accounts payable — short term (Note

4.9 499,558,326 (102,000,000 397,558,326
Accrued expenses and other liabilities

(Note 4.8 and 4.9)) 152,223,516 850,445 153,073,961
Deferred income 37,622,051 - 37,622,051
Provision for Zakat and tax 2,698,958 -- 2,698,958
Total current liabilities 723,170,969 (101,149,555) 622,021,414
TOTAL LIABILITIES _1,139,356,586 (30,852,230) 1,108,504,356
TOTAL EQUITY AND

LIABILITIES 1,619,058,378 (64,639,235) 1,554,419,143

Y%
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 20 17
(Saudi Arabian Riyals)

4.  FIRST TIME ADOPTION OF IFRS (CONTINUED)

4.2 Reconciliation of equity as at 31 March 2017

Effect of
Balance as tramsition to Balance as per
per SOCPA IFRSs IFRS

ASSETS
Non-current assets
Property and equipment (Note 4,7 and

4.8) 329,317,041 2,362,482 331,679,523
Intangibles (Nore 4.7 and 4.9) 836,625,048 38,473,381) 798,151,667
Total non-current assets 1,165,942,089 (36,110,899) 1,129,831,190
Current assets
Inventories 8,329,081 = 8,329,081
Trade receivables 123,573,039 = 123,573,039
Prepayments and other current assets 109,524,838 = 109,524,838
Cash and cash equivalents 102,693,540 - 102,693,540
Total current assets 344,120,498 - 344,120,498
TOTAL ASSETS 1.510,062,587 _ (36,110,899) 1,473,951,688
EQUITY AND LIABILITIES
EQUITY
Share capital 1,575,000,000 - 1,575,000,000
Accumulated losses (1,233,920,013) _ (20,483,530) (1,254,403,543)
TOTAL EQUITY 341,079,987 (20,483,530) 320,596,457
LIABILITIES
Non-current liabilities
Tawaroq Islamic Financing 69,903,310 - 69,903,310
Long term accounts payable (Note

49 306,000,000 (26,550,606) 279,449,394
Defined benefits obligation —

employees’ benefit (Note 4.10) 0,860,070 3,526,130 13,386,200
Provision for decommissioning cost

(Note 4.8) -- 2,765,106 2,765,106
Total non-current liabilities 385,763,380 (20,259,370) 365,504,010
Current liabilities
Tawaroq Islamic Financing — current

portion 31,068,118 - 31,068,118
Accounts payable ~ short term (Note

4.9) 548,698,596 - 548,698,596
Accrued expenses and other liabilities

(Note 4.8 and 4.9)) 148,341,988 4,632,001 152,973,989
Deferred income 52,411,560 - 52,411,560
Provision for Zakat and tax 2,698,958 - 2,698,958
Total current liabilities 783,219,220 4,632,001 787,851,221
TOTAL LIABILITIES 1,168,982,600 (15,627,369) 1,153,355,231
TOTAL EQUITY AND

LIABILITIES 1,510,062,587 (36,110,899) 1,473,951,688
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY

(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STA
For the three and six months period ended 30 Septe
(Saudi Arabian Riyals)

4.  FIRST TIME ADOPTION OF IFRS (CONTINUED)

4.3 Reconciliation of equity as at 30 September 2016

TEMENTS (Up-audited)

mber 2017

Effect of
Balance as transition to Balance as per
per SOCPA IFRSs IFRS

ASSETS
Non-current assets
Property and equipment (Nore 4.7 and

4.8) 373,956,803 (6,224,755) 367,732,048
Intangibles (Note 4.7 and 4.9) 861,054,105 (39,839,946) 821,214,159
Total non-current assets 1,235,010,908 m 1,188,946,207
Current assets
Inventories 7,727,563 = 7,727,563
Trade receivables 99,743,088 = 99,743,088
Prepayments and other current assets 95,842,205 - 95,842,205
Cash and cash equivalents 128,919,835 -- 128,919,835
Total current assets 332,232,691 - 332,232,691
TOTAL ASSETS 1,567,243,599 __(46,064,701) 1,521,178,898
EQUITY AND LIABILITIES
EQUITY
Share capital 1,575,000,000 - 1,575,000,000
Accumulated losses (1,151,648,952) (20,188.435) _(1,171,837,387)
TOTAL EQUITY 423,351,048 (20,188,435) 403,162,613
LIABILITIES
Non-current liabilities
Tawaroq Islamic Financing 85,437,363 - 85,437,363
Long term accounts payable (Note

4.9) 238,000,000 68,383,641 306,383,641
Defined benefits obligation —

employees’ benefit (Note 4.10) 9,158,427 3,041,483 12,199,910
Provision for decommissioning cost

fNote 4.8) -- 2,713,700 2,713,700
Total non-current liabilities 332,595,790 74,138,824 406,734,614
Current liabilities
Tawaroq Islamic Financing — current

portion 31,068,118 - 31,068,118
Accounts payable — short term (Note

4.9) 575,184,991 (102,000,000) 473,184,991
Accrued expenses and other liabilities

(Note 4.8 and 4.9)) 170,028,919 1,584,910 172,013,829
Deferred income 32,315,775 - 32,315,775
Provision for Zakat and tax 2,698,958 - 2,698,958
Total current liabilities 811,296,761 (100,015,090 711,281,671
TOTAL LIABILITIES 1,143,892,551 (25,876,266) 1,118,016,285
TOTAL EQUITY AND

LIABILITIES 1,567,243,599  _ (46,064,701) 1,521,178,898
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4.4

4.5

ETIHAD ATHEER TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

FIRST TIME ADOPTION OF IFRS (CONTINUED)

Reconciliation of comprehensive income for the Year ended 31 March 2017
Effect of
Balance as per transition to Balance as per
SOCPA IFRSs IFRS

Revenue, net 421,745,872 - 421,745,872
Cost of services (Note 4. 9) (339,341,470} (3,781,556) 343,123,026
Gross profit 82,404,402 (3,78 1,556) 78,622,846
Selling and marketing expenses (76,275,257) - (76,275,257)
Depreciation and amortization Note 4.7, 4.8

and 4.9) (170,325,058) 28,528,336 (141,796,722)
General and administrative expenses

(Note 4.10) (82,518,487 (757,558) (83,276,045)
Other income 114,598,316 - 114,598,316
Operating loss (132,116,084) 23,989,222 108,126,862)
Finance cost (Note 4.8 and 4. 9) (6,505, 721) (1 0,636,982) (17,142,703)
Net loss for the year _(138,621,805) 13,352,240 _(125,269,565)
Other comprehensive income
{tems that will not be reclassified to profit or

loss in subsequent periods
Re-measurement gain on defined benefit

obligation (Nore 4. 10) (48,765 48,765

Total comprehensive loss for the year (138,621,805) 13,303,475 _(125,318,330)

Reconciliation of comprehensive income for the three month period ended 30 September 2016
Effect of
Balance as per transition to Balance as per
SOCPA IFRSs IFRS

Revenue, net 86,300,260 - 86,300,260
Cost of services (Note 4.9 (73,506,483) (605,048) 74,111,531
Gross profit 12,793,777 (605,048) 12,188,729
Selling and marketing expenses (18,029,806) -- (18,029,806)
Depreciation and amortization (Note 4.7, 4.8

and 4.9) (48,289,048) 9,322,686 (38,966,362)
General and administrative expenses

(Note 4.10) (14,491,352) (214,501) (14,705,853)
Other income 78,455,194 - 78,455,194
Operating loss 10,438,765 8,503,137 18,941,902
Finance cost (Note 4.8 and 4.9) (1,425942) (2,1 59,357) (3,585,299
Net profit for the period __ 9012823 6,343,780 15,356,603

Other comprehensive income
Items that will not be reclassified 1o profit or
loss in subsequent periods
Re-measurement gain on defined benefit
obligation (Note 4.10) = -
Total comprehensive loss for the period 9,012,823 6,343,780 15,356,603
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4.6

4.7

ETIHAD ATHEEB TELECOMMUNICATION

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM F INANCIAL STA

COMPANY

For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

FIRST TIME ADOPTION OF IFRS ( CONTINUED)

TEMENTS (Un-audited)

Reconciliation of comprehensive income for the six month period ended 30 September 2016

Revenue, net
Cost of services (Note 4.9)
Gross profit

Selling and marketing expenses
Depreciation and amortization (Nore 4. 7, 4.8
and 4.9)

General and administrative expenses

{Note 4.10)

Other income

Operating loss

Finance cost (Note 4.8 and 4. 9
Net loss for the period

Other comprehensive income

ftems that will not be reclassified to profitor
loss in subsequent periods

Re-measurement gain on defined benefit
obligation (Note 4. 1¢)

Total comprehensive loss for the period

Pre-operating expenses

Under SOCPA, pre-operating expenses were capitalized as
intangible assets and were being amortized over a
€xpenses cannot be capitalized. Accordingly,

included in property and equipment and intangib
definition of an asset under IFRS and has been
the depreciation and amortization charged on t

31 March 2017 has also been reversed.

The impact arising from the change is summarized as follows:

Statement of comprehensive income
Depreciation and amortization
Adjustment to comprehensive [oss

Statement of financial position
Property and equipment

Intangibles

Adjustment to accumulated losses

20

Effect of
Balance as per  tramsition to  Balance as per
SOCPA IFRSs IFRS
176,290,226 == 176,290,226
154,123,024) (1,134,465) (155,257,489)
22,167,202 (1,134,465) 21,032,737
{35,769,274) - (35,769,274)
(95,847,350) 18,574,534 (77,272,816)
(29,372,530) (321,676) (29,694,206)
85,798,045 -- 85,798,045
(53,023,907) 17,118,393 (35,905,514)
3,326,837 (3,519,823) (6,846,660)
(56,350,744) 13,598,570 (42,752,174)
(56,350,744) 13,598,570 (42,752,174)

part of property and equipment and
period of 7 years. However, under IFRS, such
the carrying value of pre-
le assets, as on 1 April 201
written off on the date of transition, Accordingly,
hese pre-operating expenses during the year ended

operating expenses
6, does not meet the

For the six
month For the year
period ended ended
30 September 31 March
2016 2017
(18,020,016) (27,030,016}
(18,020,016) (27,030,016)
1 April 30 September 31 March
2016 2016 2017
(26,212,873) (8,737,621) -
(817,143) (272,379) -
(27,030,016) (9,010,000) -




4.9

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

FIRST TIME ADOPTION OF IFRS (CONTIN UED)

Provision for decommissioning liability

Under SOCPA, a provision for decommissioning
of property and equipment should also include an
obligation, when an entity is obliged to dismant]
the site to its original condition. As on 1 A
decommission liability amounts to SAR 3.7
million at a discount rate of 3.759%.

non-current liability,

The impact arising from the change is summarized as follows:

liabiiity was not required. Under IFRS, the cost
initial estimate of the costs required to settle the
e and remove the related equipment and restore
pril 2016, the management’s best estimate of the
million and the present valye amounts to SAR 2.7

The present value of the said liability is accounted for as a

For the six
month For the year
period ended ended
30 September 31 March
2016 2017
Statement of comprehensive income
Depreciation and amortization 150,384 300,768
Finance cost — unwinding of discount 50,450 101,856
Adjustment to comprehensive loss 200,834 402,624
1 April 30 September 31 March
2016 2016 2017
Statement of financial position
Property and equipment 2,663,250 2,512,866 2,362,482
Other 510,915 510,915 510,915
Provision for decommissioning cost (2,663,250) (2,713,700) (2,765,106)
Adjustment to accumulated losses 510,915 310,081 108,291

FTTH IRU and related long term liability

Under SOCPA, the long term liability for the FTTH IRU was recorded at its contract value. Under

IFRS, long term financial liabilities are required to be recorded at their fair
Company has re-measured the value of the intan
of the liability on the date of purchase using the

The impact arising from the change is summarized as follows:

value. Accordingly, the
gible and the long term liability at the fair value
market borrowing rate.

For the six
month For the year
period ended ended
30 September 31 March
2016 2017
Statement of comprehensive income
Cost of services 1,134,465 3,781,556
Depreciation and amortization (704,902) (1,799,088)
Finance cost — unwinding of discount 3,469,373 10,535,126
Adjustment to comprehensive loss 3,898,936 12,517,594
1 April 30 September 31 March
2016 2016 2017
Statement of financial position
Intangibles (40,272,46%9) (39,567,567} (38,473,381)
Accounts payable (64,914,268) (68,383,641) 26,550,606
Accounts payabie — short termn 102,000,000 102,000,000 --
Other (1,361,360) (2,495,825) (5,142 916}
Adjustment to accumulated losses (4,548,097) (8,447,033) (17,065,691)
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENT.
For the three and six months period ended 30 September 2017
(Saudi Arabjan Riyals)

S (Un-audited)

4.  FIRST TIME ADOPTION OF IFRS (CONTINUED)

4.10 Defined benefits obligation — employees® benefit

Under SCOPA, the Company recognized the obligation in respect of employees’ post-
employment benefits on an accrual basis. Under IFRS, the obligation is determjned using the
projected unit credit method using actuarial valuations techniques.

The impact arising from the change is summarized as follows:

For the six
month For the year
period ended ended
30 September 31 March
2016 2017
Statement of comprehensive income
General and administrative expenses 321,676 757,558
Re-measurement gain on defined benefit
obligation -~ 48,765
Adjustment to comprehensive loss 321,676 806,323
Statement of financial position 1 April 30 September 31 March
2016 2016 2017
Defined benefits obligation - employees’
benefit (2,719,807) (3,041,483) (3,526,130)
Adjustment to accumulated losses {2,719,807) (3,041,483) 531526:130!

T X

22



£T

L\V 'sTeak / Jo poltad & 10§ ) LS 0} POS Jam0] yoes U0 aoeds 3[qQESN 9} JO p,6/]
30 Yokq Buises] 107 HLS M JuswaarFe Supreqs syg e paudis osye sey Auedwoy) ayy *Asnoaweynung -powsad a1 oy QUWI0dU] 511 Uf pazIuZooal Uasq sey
HOH[I 6°L6 Y V'S 0 JUnoure Jurureuras oty 9[IYM UORISOJ [EOUEUL] JO JUILISIEIS SYY Uf SWOIUY PRLI3J3P L popn[aut ST pue PaLIsfap Uaaq Sey UOK[[IUI 0§ YV
Jojunoure ue ‘vonoesen ay) woy Jusue UOIIW 6°L8 1 W VS JO UIeT [€101 913 JO IN0 “Ioyyin,] "sjussyes [EIOUBUL} WILIAJUL PASUOPUOD 25N} UL paziu3oosalep
US3q Sey UoT[[u [°Z YVS JO In[eA UMop UM FUAeY pue uolj[Iw 101 YVS Sunsos AUMONLSERUL Y10MIaU AJFuIpIosdy £ [T aunf (¢ papus so1enb
S FuLINp PAZIfEUL} oM ‘SIAMO) T JO uoissassod pue [onuos oy} Jo 1ajsuex Y3 Jo oadsor UI SSNIEULIO) TeT9] SY L, ‘UONNI OEZ YV JO UOLRIAPISTOD
[€30} 1sULESe S10M0) HOlBOTUNUIIIO0a]S) 005 3o sumongs saissed a1 jo aes 3y) 10§ DTS M Juswsarde ue ojur parayus Aweduro)) ayy 1 10z Arenue [ o.m ug

EEP'TESTLE 00S°0LY CECPPE'S 052°€99°C 9£0°9L0°€9¢ SIELLE 910Z [Hdy 11V
£76°6L9°1 €€ 850°L06°1 1 669°8%9°S 781°79¢°7 P8T19L°11¢€ = L10T YoIeN €IV
LSO'FF6°0LT 89.'095°6 69 IPT'S 860°TIZ'Z 778°676'€ST = LT07 13quaydag (¢ IV
:INfeA Jooq JaN
STH'T86°LT8 - L00°80S°LT TSI ISH LEI'TSE Q6L 619°0L9°c L10T 12qundag g¢ 1u soueeg
(cv8*v90°T9) = = - (T¥8¥9079) - s[esodsip uo payeuruitg
19%°1€T° 1T - 080°S€S ¥8€°0S1 L66°SHS0T - powsad a3 10y a8rey)
96L'S18‘898 = LT6TL6'9T 89.°00€ 8K 1L8°LES 619°0L9°¢ LT0OT Y2EBIN I£ J& duB[ERyg
(r16'97) - (#16°97) = - - sfesodsip uo pajeuruIg
SLY959°S6 - $96°961°1 89.°00€ LT 18LCH SIELLE Teak ayj 10 s3rey)
SET98I°ELL - 9/8°708°ST - $S0°060°FYL FOE 6T E 9107 Iudy 1 1% duEEyg
‘uonendadap paemunirdy
TLP'976'860°1 89.°095°6 9LE6PLTE 0ST'€99'7 6SH'T8T'050°1 619'0L9'€ L10Z 13quiaydag ¢ Je aduefey
= {06T°9%€°0) = = 062'9tET = potiad ayy urmp siopsuer],
(Pr6‘TH1401) - ~ - (Fr6 Th1F01) - pouad sy Suunp spesodsig
L60'PLS'T = 0SL°LZ1 = LYE9PYT = potzad oy} Suump suonippy
61ES6F 00T T 8S0°L06° 11 979°179°T¢ 0ST€99'C 99.°TE9'6F 11 619°0L9°C LT0T Yd21BJY [ € J& dueeyg
= (00S°0LY) - - 00S°0LY = Jea£ oy Suunp s1ojsuer],
(050°59) - (050°59) - - - TeaA oy Sulmp sqesodsi(y
10L°T8'tS 8S0°L06°T 1 89+°6£6 - SLI'9661¥ = TeaA sy} uump suoppy
899°LIL'SHI‘T 00S°0LY 80TLYL 1€ 0ST°€99'T 160°991°L01°1 619°0L9'¢ 910z 14dV | e 2ourjeg
11500
01 ssa1g01d jueurdimbs 509 s 210N SusmaAoadun
ol jJom LI ¥ 1oddns  Swiuorssjmmosa aIn)dnI)seayur PI0YasBa]
[ende) ‘sanioey HI0MIIN]
INTWJIINOT ANV ALuAdodd
(sTeAry veiqexy 1pneg)

L10T Joquiandag g¢ papus pouad syyuow XIS pUE 3311} Y} 10
(penpne-un) SINAWALY.LS TYIONVNIA ATHALINI GASNIAANOD THL OL STLON
(Auedwo)) yoog Jutof 1pneg v)
ANVJAWOOD NOILVDINNIWHODA'TAL ITHLY AVHILA

|



174

"a1ep aseyoind o
Burpuodsarios aty pue 2qiF
[enbs 1y anp sy A¥iqely payerer 4L

Fuifires Suurewas sy ‘9¢7 Jaq

Uel 2y 1, “g 1

(60T yorey 1¢ Surpus) sreak 7¢ Jo
Wada(] [ woy ‘Aj3up1oooy -sieak ¢

18 UOT[[IW £9€ YV 0} PaJUnowre yorgm ‘o
~L10T Iea4 [eToueuy 21 Jo 10)renb
UOHTIW 30p YV'S 03 Fupyunoure sprod

! [TJoSN pasiaaL 31 JoA0 paziuowe Fureq mou s1 asuaa1] s Auedwoy) ayy jo anfea
Aq asua01] 5, Auedwoy s Jo 11 3 papusyxa sey H LD 94} ‘[ SION W pajess sy

0SL°908°¢cp8 PLL'BGLOT  CIT'SHH8pZ £86'89F' 0T  088°060°08€ 910z dy 11y
L99°1ST1°%6L 086°655°g - €8S°ISELTF  OT'0FTTOE L10Z YoIBN 1 €3V
SLY'SLT'OIS 19 191°L - T9L'SEH O DOT 08S'9SE LT0T 1quadag g 1y
uo-—Ep u—ocn— uuz

981°08S°0P¢ £61°C00°'Ssy — €60°CSTHPIL  006°CIEILI LT0Z 19quiaydag ¢ 3¢ uereyg
LEO'TL6'ST 99€°36£°1 = L99°716°81 #00°099°S poLad 913 103 2310y
6P1°609FI€ LTIS'P09'Sy - ITH'OPE'SOI  968°€99°G9T LT0T PIBIN [€ IE sdue[Rg
LYTOr1o¥ 866°€TLT - £15°595°67 9LLOSS LT 194 o) 105 oF1Ry)
706‘89+°897 698°088°0r - SI6‘PLL 6L 0ZT*EIS LY 9107 TudV 1 3e 2duereg
"HQ_HNN_tOEN EU«&—-E-OUA\

199°SSL°0ST°T L0SH9T°CS  -- $S8°989'0LS  000°F06°LIS L10Z dqundag g¢ ye aduereg
SH8V66°LE = = SH8V66°LE = pouad a1y Suumnp suonippy
9IS0OL'TIT'T  LOSH9T'ZS - 600°269'7€S  000°¢06°LZS LI0T Y21e | 36 dueey
= = (E11°8P¥°8¥T) IR L Teak 3y} SuLmp siajsuel],
Fo1°c8y o1°S8p = = = Teaf oY) SuLmp suomippy
TSYSLTTINT  €PO°6LOIS  SII'SPHSHT 968°CPTF8T  000'P06°LIS 9107 n4dy 1 3e soueeg
"umOU

[ejo], IBM}JOS JUIAO[IA3P 13PN Agnedes ISUAI]
Aedes yaompop HIOAPIN
STTAIONVINI
(s1eAry werqery 1pneg)

L10T 32quaydag (¢ papus poriad syjuour XIS pUe 9311} 2y} 10,
(panipne-up) SINFWALVLS TVIONVNIA WIHALNI GASNIANOD AHL O.L STLON
(Auedwo) o038 utor 1pnES V)
ANVJIWOD NOLLYDINNWIWODTTAL §33H.LV AVHILA

A %

65L°¢ 3O 23Rl Joxrew oy Fursn anfea Juasard S}t 01 pUNOSIp U23q sey AJiqel|
PU023s 3y wolf Jurdusunuos “yoea UOHIW £ WV JO sjusuirelsur Apayrenb
paninboe sey Aueduioy atp QT =30u 995) )1 S YIM JusWLaISE A1 a3 Jopun

9



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 Septernber 2017

(Saudi Arabian Riyals)
7.  IRADE RECEIVABLES
3 Note 30 September 31 March
2017 2017
Trade recejvables 7.1 174,680,880 140,003,435
Provision for doubtful receivables 7.2 _ (20,292,543) (16,430,396)
154,388,337 123,573,039

7.1  Trade receivables include an amount of SAR 21,073,266 (31 March 2017: SAR 17,793,920) due
from related parties, (Note 17)

7.2 Movement in provision for doubtful receivables is as follows:

For the six For the

month ended year ended

30 September 31 March

2017 2017

Balance at beginning of the period / year 16,430,396 14,361,117
Charge for the period / year 3,862,147 2,069,279
Balance at end of the period / year 20,292,543 16,430,396

8.  CASH AND CASH EQUIVALENTS

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

9. STATUTORY RESERVE

In accordance with the Company's bylaws the Company is required set aside 10% of its net income
each year as statutory reserve until such reserve equals to 50% of the share capital.

10. TAWAROQ ISLAMIC FINANCING

This represents Islamic mode of 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
tinancing 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 11 equal
quarterly installments ending April 2020.

30 September 31 March

2017 2017

Current portion 31,068,121 31,068,118
Non-current potion 54,369,239 69,903,310
85,437,360 100,971,428

1l. LONG TERM ACCOUNTS PAYABLE

This represents payable to STC in respect of the FTTH [RU agreement as explained in Note 1(b)
and Note 6.2. The gross amount payable under the agreement is SAR 408 million payable in 12
equal quarterly installments of SAR 34 million each, commencing from the second quarter of the
financial year 2017-18. The payable has been discounted to jts present value using the effective

interest rate of 3.759%. M/-
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11.

12,

13.

13.1

14,

14.1

14.2

ETIHAD ATHEEB TELECOMMUNICATIO

(A Saudi Joint Stock Company)

For the three and six months period ended 30 Septernber 2017

(Saudi Arabian Riyals)

LONG TERM ACCOUNTS PAYABLE (CONTINUED)

The movement in long term accounts payable is as follows:

Balance at the beginning of the period / year
Transferred from / (to) current liabilities
Liability settled through sale of towers
Unwinding of discount for the period / year
Balance at the end of the period / year

PROVISION FOR DECOMMISSIONING COST

Balance at the beginning of the period / year
Unwinding of discount for the period / year
Balance at the end of the period / year

OTHER INCOME

Note
Settlement with a vendor:
Compensation in the form of network equipment
Liability written back
Gain on disposal of property and equipment 5.1
Marketing support income 13.1

Amortization of deferred gain on sale of property
and equipment
Others

N COMPANY
NOTES TO THE CONDENSED INTERIM FINANCIAL STA

TEMENTS (Un-audited)

30 September 31 March
2017 2017
279,449,394 370,914,268
102,000,000 (102,000,000)
(230,000,000) -
7,159,159 10,535,126
158,608,553 279,449,394
30 September 31 March
2017 2017
2,765,106 2,663,250
52,379 101,856
2,817,485 2,765,106
For the six months period ended
30 September 30 September
2017 2016
- 46,849,260
— 27,922,138
- 74,771,398
97,921,898 =
24,000,000 6,000,000
4,285,716 4,165,664
2,955,875 860,983
129,163,489 85,798,045

Marketing support income consists of income from STC from various marketing support services
as the Company entered into agreements with STC to market the business sector (see note 1(c)).

EARNINGS / (LOSS) PER SHARE

Note

Net profit / (loss) for the period
Weighted average number of shares for the period 14.2
Basic and diluted earnings / (loss) per share

For the six months period ended
30 September 30 September
2017 2016
25,609,948 (42,752,174)
63,000,000 63,000,000
0.41 (0.68)

Earnings / (loss) per share is computed by dividing earnings / (loss) attributable to the ordinary
shareholders of the Company for the period ended 30 September 2017 and 30 September 2016, by
the weighted average number of shares outstanding during the period ended 30 September 2017.

The weighted average number of shares

September 2016 have been arrived at by taking the effect of reduction
beginning of the earliest period presented (i.e. i April 2016),

requirements of [AS 33.

Number of issued shares on | April 2016
Number of shares cancelled
Weighted average number of shares on 1 April 2016

26

for the periods ended 30 September 2017 and 30
in the share capital from the
in order to comply with the

157,500,000
(94,500,000)

63,000,000
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

CONTINGENCIES AND COMMITMENTS

Contingencies

Letter of guarantees

The Company's barks have issued letters of guarantees amounting to SAR 50 million (31 March
2017: SAR 50 million) as at the reporting date.

Legal cases status

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

Commitments

The Company has commitments resulting from major agreements which were entered into and not
yet executed at the reporting date amounting approximately to SAR 87.3 million (31 March 2017;
SAR 83.4 million) pertaining to the various vendors.

Operating leases

The Company has various operating leases for its offices, warehouses and operational facilities.
Rental expenses for the period ended 30 September 2017 amounted to SAR 23.1 million (30
September 2016: SAR 21.8 million).

Future rental commitments at 30 September 2017 under these operating leases are as follows:

Twelve months period ending 30 September: SAR
2018 23,992,420
2019 7,247,000
2020 839,800
2021 and hereafter 1,279,600
33,358,820
SEGMENTAL INFORMATION

Information regarding the Company’s operating segments is set out below in accordance with
IFRS 8 Operating Segments. IFRS § 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 operations in Saudi Arabia. The operating segments that are regularly reported to the CODM
are explained below:

- Voice comprise of local and international calls including interconnection.

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

27



ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

16. SEGMENTAL INFORMATION (CONTINUED)

As at 30 September 2017

Yoice Data Unallocated Total
Segment assets
Property and equipment 7,074,841 263,869,216 — 270,944,057
Intangibles 21,155,153 789,020,322 — 810,175,475
For the three months period ended 30 September 2017
Yoice Data Unallocated Total
Segment revenue and costs
Revenue, net 42,755,468 83,695,214 - 126,450,682
Cost of services (37,837,409)  (45,903,132) - (103,740,541)
Selling and marketing expenses - - (20,117,706) {20,117,706)
Depreciation and amortization (587,530)  (21,913,006) - (22,500,536)
General and administrative
expenses (21,529,427 (21,529,427)
Other income 16,891,920 16,891,920
Finance cost (5,268,375) (5,268,375)
For the six months period ended 30 September 2017
Voice Data Unallocated Total
Segment revenue and costs
Revenue, net 88,560,296 173,916,398 - 262,476,694
Cost of services (119,693,681)  (94,995,868) -~ (214,689,549)
Selling and marketing expenses - - (40,376,153) {40,376,153)
Depreciation and amortization (1,233,104)  (45,969,394) - (47,202,498)
General and administrative
expenses - - (52,900,528) (52,900,528)
Other income - - 129,163,489 129,163,489
Finance cost - - (10,861,507) (10,861,507)
As at 30 September 2016
Voice Data Unallocated Total
Segment assets
Property and equipment 9,602,152 358,129,896 - 367,732,048
Intangibles 21,443,393 799,770,766 - 821,214,159
For the three months period ended 30 September 2016
Voice Data Unallocated Total
Segment revenue and costs
Revenue, net 33,999,681 52,300,579 - 86,300,260
Cost of services (41,318,648)  (32,792,883) - {74,111,531)
Selling and marketing expenses - - (18,029,806) (18,029,806)
Depreciation and amortization (1,017.482)  (37,948,880) - (38,966,362)
General and administrative
expenses - - (14,705,853) (14,705,853)
Other income - - 78,455,194 78,455,194
Finance cost - -~ (3,585,299) (3,585,299)

For the six months perjod ended 30 September 2016

Voice Data Unallocated Total

Segment revenue and costs

Revenue, net 75,413,678 100,876,548 - 176,290,226
Cost of services (86,559,129)  (68,698,360) - {155,257,489)
Selling and marketing expenses - - (35,769,274} (35,769,274)
Depreciation and amortization (2,026,011)  (75,246,805) -- (77,272,816)
General and administrative

expenses - - (29,694,206) (29,694,206)
Other income -- - 85,798,045 85,798,045
Finance cost -- - {6,846,660) {6,846,660)
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16.

17.

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

SEGMENTAL INFORMATION (CONTINUED)

The CODM monitors its current assets and all liabilities on an integrated basis. In addition, all of
the Company's services are principally provided in Saudi Arabia.

RELATED PARTY TRANSACTIONS AND BALANCES

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

Significant transactions entered into with related parties are as follows:

For the three months period ended
— = e Tree months perfod ended

Related parties Relationship  Nature of 30 30
fransaction September September
2017 2016
Atheeb Maintenance and
Services Shareholder ~ Data revenue 19,150 19,200
Atheeb Saudi Intergraph
Company Limited Shareholder  Data revenue 21,582 2,190
Bahrain Telecommunication Shareholder  Data revenue 1,264,451 L330,042
Company Interconnection '
revenue (332,035) 56,117
Interconnection
cost 1070390 942,483
Bithar Trading Company
Limited Shareholder  Data revenue 123,026 168,120
Etihad Shams Company Limited  Affiliate Data revenue - 22,994
Ithraa Capital Company Affiliate Consultancy = =
Saudi Arabian Marketing and
Agencies Limited Affiliate Data revenue 243,428 183,375
Founding shareholders Shareholder  Guarantee fee 89,931 103,527

For the six months perjod ended

Related parties Relationship  Nature of 30 30
transaction September September
2017 2016
Atheeb Maintenance and
Services Shareholder ~ Data revenue 38,300 19200
Atheeb Saudi Intergraph
Company Limited Shareholder  Data revenue 112,342 11,180
Bahrain Telecommunication Shareholder  Data revenue 2417218 2,287,537
Company Interconnection
revenue 122,402 97,587
Interconnection
cost 2,098,420 279,871
Bithar Trading Company
Limited Shareholder ~ Data revenue 175226 389,571
Etihad Shams Company Limited ~ Affiliate Data revenue - 22,994
Ithraa Capita! Company Affiliate Consultancy 9,792,190 -
Saudi Arabian Marketing and
Agencies Limited Affiliate Data revenue 551,881 388,873
Founding shareholders Shareholder  Guarantee fee 183,264 210,453
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ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

17. RELATED PARTY TRANSACTIONS AND BALANCES (CONI'INUEL))

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

Due from related parties 30 September 31 March
Relationship 2017 2017
Bahrain Telecommunications Company Shareholder 17,532,661 14,993,041
Bithar Trading Company Limited Shareholder 2,112,335 1,937,109
Saudi Arabian Marketing and Agencies Limited Affiliate 1,323,385 771,504
Atheeb Saudi Intergraph Company Limited Shareholder 85,685 51,466
Atheeb Maintenance and Services Shareholder 19,200 19,200
Etihad Shams Company Limited Affiliate -~ 21,600
21,073,266 17,793,920
Due to related parties 30 September 31 March
Relationship 2017 2017
Bahrain Telecommunications Company Shareholder 22,984,708 20,433,057
Ithraa Capital Company Affiliate 10,842,190 4,402,437
Bithar Trading Company Limited Shareholder 1,075,106 1,028,585
Traco Company Trading and Contracting Company  Shareholder 890,576 873,659
Saudi Internet Company Limited Shareholder 667,931 655,244
Bithar Communications & Information Technology
Company Limited Shareholder 667,931 655,244
Atheeb Maintenance and Services Company Limited Sharcholder 667,931 655,244
Al Nahla Trading and Contracting Company Limited Shareholder 91,989 52,515

37,888,362 28,755,985

18. PROVISION FOR ZAKAT AND TAX

18.1 Movement in Zakat provision

The movement in Zakat provision is as follows:

30 September 31 March

2017 2017

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

18.2 Movement in tax provision

No provision for tax has been recorded due to taxable losses during the period.

18.3 Zakat and tax status

The Company has filed its zakat and tax return with the General Authority of Zakat and Tax
(“GAZT”) for the period/ years up to 31 March 2017.

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

In response to appeal filed by the Company, the Preliminary Appeal Committee (PAC) issued
ruling in October 2016 based on which the Company’s zakat liability was reduced to SR 6,98
million while the 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. _
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18.

18.3

19.

20.

ETIHAD ATHEEB TELECOMMUNICATION COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (Un-audited)
For the three and six months period ended 30 September 2017
(Saudi Arabian Riyals)

PROVISION FOR ZAKAT AND TAX (CONTINUED)

Zakat and tax status (Continued)

In December 2016, the Company filed an appeal to the Higher Appeal Committee (HAC) against
the PAC ruling in relation to zakat and imposition of delay fine on WHT. However, the Company
has settled the WHT liability of SAR 0.83 million with the GAZT. Further, the management and
the tax advisors are of the view that the appeal will be settled in favor of the Company.

The zakat and tax returns filed by the Company for the years 2013 to 2017 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 liabilities were
reasonably equal to their fair values.

DATE OF AUTHORIZATION

These condensed interim financial statements were authorized for issue by the Board of Directors
on 17 Safar 1439H (Corresponding to 6 November 2017).
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