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Deloitte

AUDITORS' LIMITED REVIEW REPORT ™ st

To the sharcholders

Mobile Telecommunications Company Saudi Arabia
(A Saudi joint stock company)

Rivadh, Saudi Arabia

Scope of Review
We have reviewed the accompanying interim balance sheet of Mobile Teleeommunications Company

Saudi Arabia (a Saudi joint stock company) ("the Company™) as at 31 December 2013, and the related
interim statement of operations for the three-month period and the year ended 31 December 2013, and the
interim statements of cash flows and changes in shareholders’ equity for the year then ended including the
related notes | to 12 which form an integral part of these interim financial statements. These interim
financial statements are the responsibility of the Company’s management and have been prepared by them
and presented to us with all the necessary information and explanation which we required.

We conducted our limited review in accordance with the interim financial reporting standard 15sued by the
Saudi Organization Tor Certified Public Accountants. A limited review consists principally of applying
analvtical procedures to financial data and information and making inquiries of persons responsible for
financial and accounting matters, It is substantially less in scope than an audit conducted in accordance
with generally accepted auditing standards in the Kingdom of Saudi Arabia, the objective of which is the
cxpression of an opinion regarding the financial statements taken as a whole, Accordingly, we do not
express such an opinion,

Review Resulis

Based on our limited review, we are not aware of any material moedifications that should be made to the
accompanying interim financial statements for them o be in conformity with generally accepted accounting
standards in the Kingdom of Saudi Arabia.

Emphasis of a Matter

We draw attention to Note 1 to the accompanying interim financial statements, the Company has incurred a
net loss for the vear ended 31 December 2013 and has an accumulated deficit as of that date. The
Company’s management believes that the Company will achieve its future profitable targets, which are
based on the realization of its future business plan, and it will be successful in meeting its obligations in the
normal course of operations.

Deloitte & Towche
Bakr Abulkhair & Co.

Ehsan A. Makhdoum
License Mo 3158

Rabi Al Avwwal 18, 1435
January 19, 2014



MOBILE TELECOMMUNICATIONS COMPANY SAUD ARABIA

(A SAUDI JOINT STOCK COMPANY)

INTERIM BALANCE SHEET
AS AT 31 DECEMBER 2013
2013 2012
SR 000 SRET000

Moles {(Unaudited ) {Audited)
ASSETS
Current assets
Cash and cash equivalents 1,293,086 2,384,898
Accounts receivable, net 1,220,855 1318931
Inventories, net 140,940 50,300
Prepaid expenses and other assels 659,852 625738
Total current assets 2314733 4,379,867
Non-current assets
Property and equipment, net 4. 292,616 4,284 994
Intangible assets, net 18,351,126 9,274,353
Other non-current asscts 283,473 77,015
Total non-current assets 22,927,215 3,636,362
TOTAL ASSETS 26,241,948 28,016,229
LIABILITIES AND SHAREHOLDERS® EQUITY
Current liabilities
Short-term borrowing facility 3 200,005 11,420,039
Motes payable 32,331 199 897
Accounts payahle 496,370 6RE. 044
(e to related parties 41,607 46,743
Deterred revenue 406,909 3B, 1H]
Accrued expenses and other liabilities ~ 1.648.569 2.660.614
Total current liabilities 3,826,091 15,400,518
Mon-current liabilities
Motes payable 2,542 34872
Long-term borrowing facility 3 11,387,035 714,480
Advances from shareholders A 3034239 2562810
Due to related parties 740,809 693.570
Other non-current Liabilities 412,043 132217
Derivative financial instruments 4 41,727 -
Provision for emplovees’ end-of-service benefits 38,790 25898
Total non-current liahilities 15,657,185 4,163,847
TOTAL LIABILITIES 19,483,276 19,564 365
SHAREHOLDERS® EQUITY
Share capital 7 T80T A0 [0 801,000
Hedging reserve 4 (41.727) -
Accumulated deficit 1 {4,000,601) (2,349,136)
Total shareholders” equity . 6, TS8672 E.451,864
TOTAL LIABILITIES AND SHAREHOLDERS® 26,241,948 28.016.229

EQUITY

I..,_.x""__ _\:\F__-___L__ _/ - .'L . f A}ﬁ//

e —— II ...
Fahad Al Dheghaither - Chairman ~ Hassap-Kabbani - CEO Wissaih i{arhn-cm

The accompanying notes form an integral part of these interim financial statements
s E



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA

(A SAUDLIOINT STOCK COMPANY)

INTERIM STATEMENT OF OPERATIONS

For the three-month period ended For the year ended
31 December 31 December 31 December 31 December
2013 2012 2013 2012
SR SRR SR"(HHY SETO00
Mote  (Unaudited) {Unaudited) {Unaudited) (Audited)
Revenue 1,523,521 1,665,057 6,522,587 6, | 70,6635
Cost of revenuc {756,642) (926.076) (3,387,732) (3,310,744)
Criss probit 766,879 738,981 3,134,855 2,859,921
Operating expenses
Hasribusiion sas viwdking (505,396) (473,374) 2.028,005)  (1.686.727)
EXPENSes
Cieneral and administrative 204 415
expenses (55,345) (62,225) (216,455) (294,415}
Depreciation and
RO (477,3%4) (465,002) (1,839,713} (1.810,387)
Total operating expenses (1,038,135)  (1.000,601) (4,084,173)  (3.791,529)
Operating loss (271,256) {261.620) (949, 318) (931.608)
Other income / (expenses)
Finance charges (193,507) (184,058) (722,777 (8273 3040
Commission income 2461 2,893 20,630 5,586
NET LOSS FOR THE 249 412
PERIOD / YEAR (462.302) (442,785) (1,651.465) (1.749.412)
Loss per share (in Saudi
Riyals):
- From operating loss for
the period / year {0.25) {0.20) {0.88) {0.71)
- From non-operating loss
for the period / vear 0.18) (014 {0.65) {0.63)
- From net loss for the
period / vear (0.43) (0.34) (1.34)

e W

Fahad Al Dheghaither - - Chairman

L

Hassan' i(

~

ni - CEO

(1.53)

The accompanying notes form an integral pan of these interim financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARARIA

(A SALDLIOINT STOCK COMPANY')

INTERIM STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2013

OPERATING ACTIVITIES
Met loss for the vear

Adjustments to reconcile net loss for the vear to net cash
from operating activities:

Provision for doubtful receivables and other assets
Depreciation and amortization

{write-off) / Provision for slow moving inventory items
Other Provisions

Finance charges

Provision for employees’ end-of-service benefits, net
Operating income before changes in working capital
Changes in working capital

Accounts receivable

Inventories

Prepaid expenses and other non -current assets

Accounts payable

Due to related parties

Deferred revenue

Accrued expenses and other liabilities

Cash flows generated from (used in) operating activities
Financial charges paid

Met cash generated from (used in) operating activities
INVESTING ACTIVITIES

Purchase of property and equipment

Purchase of intangible assets

Met cash used in investing activities

FINANCING ACTIVITIES

Motes pavable

short and long-term borrowing facilities

Advances from shareholders

Rights issue costs

Increase in share capital through rights issue

Met cash generated (used in) from financing activities
Met change in cash and cash equivalents

Cash and cash equivalents at beginning of vear

f
Cash and cash cquivalents at end of year 'rll [
: - |

L
Fahad Al Dheghaither - Chairman Ha

T

aﬂram CEO

2013
SR'O00
(Unaudited)

(1,651,465)

45,469
1,839,713
530
722,777
12,892

974,780

50,404

(90,640
(238,369)

(312,403)
42,103
21,728
307,491
755,094
(526,079)

229015

(T39,006)
(64.373)
(803.379)

(199.896)
(547,479)
219927

(51?,4431

O (1081,812)
2,394,898

J‘ﬂﬂﬁﬁ ,ﬁ"'

2012
SR'0O00
(Audited)

(1.749.412)

34981
1.810,387
(3,000}
55.510
523,390
2,697
074,553

(355,877
(3.683)
(26.235)

(1,254.461)
192,989
(38.469)
(109,704)
(620.887)
(328.777)
(1,149 664)

(558.779)
(3.010)
(561,789)

{125.623)
86,337
39,125

(137,570

3,453,809

3,316,078

1.604.625

780,273

2.384 898

I|
M&I rhat - CFO

- g . _I' -
The accompanying notes form%in lnt:gral part of these interim financial statements



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDILJOINT STOCK COMPANY)

INTERIM STATEMENT OF CASH FLOWS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012
SR'000 SRT000
 (Unaudited) {Audited)
Mon-cash transactions:
Changes in fair value of derivative financial instruments
and corresponding debit to sharcholders™ equity 41,727 -
Adjustment to property and equipment with corresponding
effect to notes payable - 118475
Adjustment to property and equipment with corresponding
cffect to accounts payables 120,729 71879
Adjustment to advances from shareholders with
corresponding effect to financial charges 241,502 183,472
Adjustment to advances from shareholders with
corresponding effect to share capital - 2,546,191
Adjustment to accumulated deficit with corresponding
effect to share capital — - 9,199,000
Adjustment to notes payable with comresponding effect to
financial charges - 39,958
Adjustment to notes payable with corresponding effect to
advances from shareholders” - 867854
~ Hr

e I .
e _:l—e_ ____é__ ||f|i“/:?

Fahad Al Dheghaither - Chairman Hassan I{ghlﬁ-ni - CEQD

L~

The accompanying notes form an integral part of these interim financial statements
e



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA

(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2013

{Unaudited)

MNote

Balance as at | January 2013

Met loss for the vear

Derivative financial instrument

Balance as st 31 December 2013

{Audited)

Balance as at | January 2012

Decrease of share capital

{Capital Reduction) |
Increase of share capital

{ Subsequent Capital Increase) 1

Rights issue costs |

Met loss for the year

Derivative financial instrument
Balance as at 3| December 2002

i

- e—

Total

Share Hedging Accumulated shareholders’
capital  reserve deficit equity

SR M) SR SR SR
10,801,000 (2,349,136) 8,451,864
- - {1,651,465) (1,651,465)
N (41,727} - - (41,727)
10,801,000  (41,727)  (4,000,601) 6,758,672
14,000,000 {45,781) (9.661,154) 4,293,065
(9,199.000) - 9,199,000 -
6,000,000 . - 6,000,000
- (137.570) {137,570)
- - (1,749.412) (1,749.412)

- 45,781 - 45781
O,E0] 000 - (2,349,136) B.451.864

1| I.f[

Fahad Al Dheghaither - Chairman

~
-

5=

I
Hassﬂﬁhyﬁani -CEO
-~

F

The accompanying notes forffi an integral part of these interim fprl.aﬂcial statements



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABLA
(A SAUDLIOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited)

=

ORGANIZATION AN ACTIVITIES

Mobtic Telecommumcations Compary Spudi Arabia {the "Company” or "Zain lWSA™), provides nobile
telecommunication services in the Kingdom of Sardi Arnbia in which it cperates, purchases, debivers,
uistalls, mansges wn:d mainiains mobile telephone seovices

The Company i+ a "Seudi Joint Stock Company” estabiiished persuant to the Ministerial Resolutions No
176 dated 25 Jumada 1 1428H (correspondiog to 11 June 2007) and No. 337 dated 28 Dou Al-Hijiah
1428H (corresponding to 7 Janwary 2008), Royal Decree No, 48™M dated 26 Jumadal 1428H
{correspondiny to 12 June 2007) and Commercial Registration No, 1010246192 issued in Rivadh.
kingdom of Saudi Arabia on 4 Rabi Awal 14294 {corresponding to 12 March 2008} 1o operate as the 3nd
GSM public mobile cellular and 3G public mobile cellular ficense in the Kingdom of Saudi Arabia for
twenty five (23] vears.

The Company incurred losses for the year from 1 January 2013 to 31 lkcember 2013 and has
accumulated defieit as of that date, The Company’s management belicves that the Company will achieve
ths [utare probisbic targets, which are bised on the roalizaiion of s feture busingss plaz, and © will be
successiul in mecting its shligations in the normal course of operations,

ABer gdiaining the regquited appaeenls Teom the repulatory bodies {Commeniction and ™nlormation
Technology Commizsion "CHJ® med Capital Market Aathority "CMA") an Bxtraordisecy Gengral
Assembly was held on 4 July 2012 and the following resolutions were approved:

" Approvel en the Board of Directors’ resplution to degrease the Company's capital from SR 14 hillion
1o 5R4.8 hillion and sccordingly to decrease the number of shares from 1.4 billion to 480.1 millicn
to offset the Company's accumnlated deficit 181l 30 September 2011,

" Approvel on the Hoard of Directors' resolution to increase the Company's capital through executing
partial capitalisation of 1the "Advances from Shareholders” and righls issue transactions for 4 olal
amount of 5K 6 billion that represents the following:

a An gmount of approximately SR 2.5 billion which will be used to partially capitalise the
“Advances from Shareholders™; and

» Cash injection amounting 1o approximately SR3.5 billion will be subseribed by the
Company’s sharcholders that are registered in the Company's register as at the date of the
Extracedinary General Assembly mentionad above,

. Approvel on the modilications of clauses 7 and 8 of the by-laws of the Company 1o reflect the
effect of the capital reduction and subsequent capital increase. The modilications sought were as
fallows:

" Clause 7 after modification; The Company's capital is SR10.8 bitlion post rights issue. The
numher of shares is 1.08 billion at a par value of SR 10 per share

v Clause 8 after modification: The sharcholders subscribed in 1.08 billion shares a1 & par value
of SR 10 per share for an amount of SAR10.8 hillion.

The subscription period relating 1o the rights issue commenced on 10 July 20012 and it closed on 17
Iuly 2012 at end of day.,



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SALDIICINT 3TOCK COMPANY)

NOTES TOTHE INTERIM FINANCIAL STATEMENTS (Unaudited) (Continued)
FOR THE YEAR ENDED 31 DECEMRBER 2013

1.

ORGANISATION AND ACTIVITIES (Continued)

As b 24 July 2012 Zain KSA had successlully executed the capital restructising i involved toe
{i llowing phases:

= Capital reduction,
" Partial capitalization of the "Advances from Sharcholders"; am
- [Rights issue,

The cost of above-mentioned transacticns amountiing to SR 137.57 million has been recorded directly in
the statement of changes in shareholders’ equity,

Capital Redoction

The Company reduced its shave capital from SR14 billion 1o SR4.8 billion and accordingly the total
number of shares was reduced fior 1.4 billion sheves 1o 4801 million shares Sy cancellation of 9199
himliton shares (63.7% meducticr of share capitaly, The purpose oF this reduction was to dhesrh G
accumelated defich of the Company as af 30 Seprember 2011, The capital reduction was compleied on 4
Julw 20132

Partial Capitalisation of the " Advances from Sharcholders"

The shareholders who provided the Company previously with interest bearing advances along with Abu
Dhabi Investment House (ADIH) (refer note 5 and 7) capitalised partially the "Advances from
Shareholders" which amounted to approximately SR2.5 billion. The accumulated accrued inferest due o
this particular interest bearing debt was nol subject to this partial capitalisation transaction.

Adler this capitalisation transacticn the share cagital inereased from SE4.8 hillion o 53K7.3 bilhon and
accordingly the number of shares increased from 480.1 million shares to 734.7 million shares.

Rights Issue

After the partial capitalisation mentioned above, & cash injection fransaction was executed through the
rights issue transaction which amounted to SR3.5 hillion, This amount wis subseribed by the Company's
sharcholders that were registered in £ain KSA register as . the date of the Exiraordinary General
Assembly that was held on 4 July 2012, After this transaction the share capital increased from SR7.3
billion to SR10.8 billion and accordingly the number of shares increased from 734.7 million shares 10
1.08 billion shares. Mobile Telecommunications Company K.5.C. injected SR 1.3 billion whereas the
remaining ameunt of SR 2.2 hillion was injected by the public shareholding.

Accordingly; the ownership pereentage of Mobile Telecommunications Company K.5.C, increased from
A5%a o 3T.045%:,

The cash injection of 5K 3.5 billien was partially utilized by the Company as set out below:

& Settlement of the related rights issue cosls;

. Partial seitlement amounted o SR750 million related to the Syndicated Murabaha Facility; snd

. Financing capital expenditure projects required 1o increase the covernge and capacity ol the
Company.



MOBILE TELECOMMUNICATIONS COMPANY SAUDT ARABIA
{A SALDILIOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited) (Continued}

FOIR THE YEAR ENDED 31 DECEMBER 2013

I.

ORGANISATION AND ACTIVITIES (Continued)
efipneing Arrangemenis

On 5 July 2013 G Company has signed an amendsd and reststed “Muorhabaha Gnancing
Agreement” which also includes some of the Exisung Murababa Facility Investors. As per the lerin
of the new agreement the Company has settled portion of the existiv @ facility amaunting to SR 36%
million from its internal cash resources to reduce the outstandicg principle for SR 9 hillion 10 SR
8.63 billion (Refer to Wote 3.

With the signing of the new agreement the Company has successfully extended the maturity date of
its existing murabaha facility for 3 years ending 30 June 2018 which was due on 31 July 2013
(Refer ta Note 3).

On 5 June 2013 the Company has also signed 3 new long-term borrowing facility ameounting to SR
225 bittion with thiee yoass buebiel aerity o ref aeove the oxistine Tacibity obuined Fom lecr!
commereial banks due on 3 April 2013 (Refer to Nois 20,

Agircemett with the inistry of Finanee. Saudi Arabis

The Company has signed an agreement with the Minisiry of Finance, Sawdi Arabia 1o defer
payments of its dues to the government [or the next seven years, estimated ot SAR 5.6 biliion. These
deferred payments under this agreement will be besring commercial commission pavable annually,
while the amount due will be repayable in equal instalments starting Junc 2021,

Sirategic Cooperation

The Company has entered into a commercial agreement on 2 September 2012 with Yodafone Sales
& Services Limited {Vodafane). This commercial cooperation agreement is to provide the Company
an access W in-depth knowledge transfer on a range o operational issues, together with branding
and procurement support [rom Vedafone, Covering products and services, international roaming and
handsets. the Agreement is allowing customers of Zain K5A to beneiit from the indusisy leading
expertise and global presence of Vodafone.

The directors have a reasonable expectation that the Company has adequite resources W conlinue i
operational existence for the foresceable future, Accordingly, these interim financial statements
have been prepared on a going concern basis,

The registered address of the Company is P.O. Box 295814, Riyndh 11351, Kingdom ol Saudi
Arahia.

These interim financial stalements were approved by the Board on January 19, 2014,



MOBILE TELECOMMUNICATIONS COMPANY SA UDI ARABIA
(A SAUDLIOINT 5STOCK COMPANY)

NOVES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited) {Continued)
FOR THE YEAR ENDED 31 DECEMBER 2013

2. SIGNIFICANT ACCOUNTING POLICIES

vhe paneipal accounting policies applied in the prepargtion of Gwese inerim [aneial stasencnts are
set out below, Thaese policies have been consistently applied to all pericds presented. unless
olierwise staicd.

Basis of preporarion

The accompanying interim financial statements have heen prepared veder the historical cost
convention on the accrual basis of accounting and in compliance with accounting standards
promulgated by the Saudi Organization for Certified Public Accountants (“SOUPA™), These interim
fimancial statements should be read in conjunction with the annual audited financial statements for
the vear ended 31 December 2002,

The significant accounting policies used for the preparation of the interim financial staiements
rentised below sre in conlormity with the accouding policies desoribed | Uhe ambied fipsneil

statemenis for the year ended 31 Deevmber 2002,

Feviod of the Doancial statements

The Company”’s financial year begins on January | and ends on 31 December of cach Gregorian
year. The interim financial statements have been prepared in accordance with SOCPA's Standard of
Heview of Inter’ n Financial Reporting, on the basis of integrated periods, which views each interim
period as an intzgral part of the financial year, Accordingly, revenues, pains, expenses and losses of
the period are recognized during the period. The interim financial statements include all
adjustments, comprising mainly of normal recurring aceruals, considered necessary by the
management to present fairly the statements of linancial position, resulis of operatioas and cash
flows.

The results of operations for the interim period may nut represcit a proper indication of the annual
results of operations.

Critical accounting estimates and judgments

The preparation of interim financial statements in conlormity with generally accepted accounting
standards in the Kingdom of Saudi Arabia requires the use of certain critical estimates and
assumptions that affect the reported amounts of assets and labilities and disclosure of continpgen:
assets and liabilities at the reporting date and the reported amounts of revenues and expenses during
the reporting period. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of fuwre events that are believed o be
reasonable under the circumstances. The Compan: makes estimates and assumplions concerning the
futre, The resulting accounting estimates will, by definition, seldom equal the related actual resulie.,

. 10 -



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited) (Continued)

FOR THE YEAR ENDED 31 DECEMBER 2013

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

BCEMCND repul g
{a) Business seymenl
A BusSIness scmenl i o group ol §55eks, operat.any ur enilics:
(i) ctigaled mt revinue producing aclivities;
{ii results of 3 operations are conunuorsly analvzed by managemen: in order 1o make
decisions related to reseurce atlocation aad performuance assessment; and
(111} fnancial infermation is separalely available.

{b) Geographical segment
A geographical scgment is a group of asscts, operations or entities engaged in revenue
producing activities within a narticular economic environment that are subject to risks and
returns different from those operating in other econcimic envirokments,

Foreign curreney tran<lations

(e} Reporting correhey
These interin financial stztements are presented in Saudi Rivals (“SR™) which is the repoming
earreney il His i LINHITEY,

{b) Transactions and balances
Forcign currency transactions arc translated inte Soudi Rivals using the exchange rates
prevailing mi the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at the period-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognized in the interim
statement of operations.

Cash and cash equivalents
Cash and cash e uivalents include eash in hand and with baiks and other shoil-term highly liguid
investments, if any, with maturities of three months or less from the purchase date.

Accounts receivabie

Accounts receivable are shown at their net realizable values, which represent billed and unbilled
usage revenues net of allowances for donbital accounts, A provision against doubtful receivables is
established when there is objective cvidence that the Company will not be able w collect all
amounts due according 1o the original terms of the receivables. Such provisions are charged to the
interim statement of operations and reported under “distribution and marketing expenses”. When an
account receivable is uncallectible, it is written-ofT against the provision for doubtful receivables
Any subsequent recoveries of amounts previously written-off are credited against “distribution and
markeling expenses” in the interim statement of operations.

Inventories

Inventories are carricd at the lower of cost or net realizable value, Cost is determined using the
weighted average method. Met realizable value is the estimated selling price in the ordinary course
of business, less the costs of completion and selling expenses,

R



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANTIAL STATEMENTS  Unaudited) {Continued)
FOR THE YEAR ENDED 31 DECEMBER 2013

2. SIGNIFICANT ACCOUNTING POLICIES (Contnued)
Property and equipnicit

Properly and equipment are carried at cost iess accumulated depreciation except (or capital work in
progress which is camried at cost, Depreciation is charged to the interim statement ol operations,
using the straight-line methad, to afloeate the costs of the related fsels to their residual values over
the following estimated useful lives:

Years

Shorter of lease ternin

Leasehold improvements or useful life
Telecommupication equipment f
Civil works (telecommunications) |
Information techrology systems 2
Faformation lechnniogy soivers |
Furnitore and fixiures 5
Office equipment 2

Vihicles and other lransporation coulproent

Ciains and losses on disposals are determined by comparing proceeds with carrying amount and are
included in the interitn statement of operations.

Maintenance and normal repairs which do not maierially extend the estimated useful life of an asset
are charged to the interim statement of operations as and when incurred, Major renewals and
improvements, if any, are capitalized and the assets so replaced are refired,

Intangible asscts

License fee is stated at cost less accumulated amortization. The amortization period is 23 years and
is primarily determined by reference to the unexpived license period, the conditions for license
renewal and whether the license is dependent on specific technologies. Amortization is charged o
the interim statement of eperations on a straight-line basis over the estimated wseful life from the
commencement uf service of the network,

Rights of use of various telecommunication services are recorded upon acquisition at cost and are
amortized starting from the date of service on a straight line basis over their uselul lives or statutory
duration, whichever is shorter.

Computer soliware licenses are capitalized on the basis of the costs incurred to acquire and bring the
specific software into use. These costs are amortized over their estimated uselul lives, being 2 to 3
years. Costs that are directly associated with the production of identifiable and unigue software
products contrelled by the Company and that are expected 10 generate economic benefits exceeding
one year are recognized as intangible assets,

Costs associatcd with maintaining the sofiware are recognized as an expense when they are
incurred.



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDIIOINT STOCK COMPANY)

NOTES TO TiE INTERIM FINANCIAL STATEMENTS (Unaudited) (Cortinued)
FOR THE YEAR ENDED 31 DECEMBER 2013

PR —n. P .,

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

fmpar nent of non-current assets

Mon-current assels arg reviewed [or impaitment whenever events or changes in circumstances
indicate that the carrving amount may not be recoverable. An impairmeni loss is recoprized Gor th
amount by which the carrving amoeunt of the asset exceeds its recoverable amount which is the
hiphey of an asset’s fair value less cost 1o sell and value in wse. For the purpose of mssessing
impairment, assets are grouped at lowest levels for which there are separately identifiable cash flows
(cash-generating units). Non-current assets other than intangible assets that suffered impairment ars
reviewed for passible reversal of impairment at each reporting date. Where an impairment loss
subsequently reverses, the carrying amount of the asset or cash-generating unit is increased o the
revised estimate of its recoverable amount, but the Increes~d carrving amount should not exeeed the
carrying amount that would have been determined, had no impairment loss been recognized for the
assels or cash-generatine unit in prioe years. A reversp) of an impainnent [oss is recognived se
income immediately i the interin sisiement of operations, mpaitment osses ecognizsed on

inlangibie assels are not revorsible.

Borrowings

Boarrowings are recagnized at the proceeds received, net of transaction costs incurred. Borrowing
costs that are directly attributable o the acquisition, construction or production of qualifying assets
are capitalized as part of those assels. Other borrowing costs are charged to the interim statement of
ocperalions.

Aceounts payable and accruals
Lizbilitics are recopgnized for amounts to be paid lor goods and seevices received, whether or not

billed 1o the Company,

Provisions

Provisions are recognized when; the Company has a present legal or constructive obligation as 2
result of = past cvent; il is probable that an outfllow of resources will be required W scitic e
obligation; and the amount can be reliably estimated.

Fakat

The Company is subject to zakat in accordance with the regulations of the Department of Zakat and
Income Tax {the “DZIT™). Provision for zakat, if any. is charged to the interim statement of
operations. Additional amounts payabie, if any, at the finalization of final assessments are accounted
for when such amounts are determined.

The Company withholds taxes on centain transactions with non-resident parties in the Kingdom af
Saudi Arabia as required under Saudi Arabian Income Tax Law,
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SALDIIOINT STOCK COMPANY)

NOTES T THE INTERIM FINANCTAL STATEMENTS (Unaudite) (Conzitued)
FOR THE YEAR ENDED 31 DECEMBER 2013

2.

SIGNIFICANT ACCOUNTISG POLICIES (Continued)

banployess’ cudd-of-serviee beneiils

Lmployee end-of<service benefits required by Saudi Labour and Workman Law are acemed by the
Company and chorged to the interim statement of vperndons. The fabililty s caleviated i
currenl value of e vesied benelits Lo which the employee is entitled. should the employee leave at
the mnterim balance sheet date, Termination payments are based on emplovees” final salartes and
allowances and their cumulative verrs of service, as stated in the laws of Saudi Arabia.

Reverues

The Company s revenue mainlv comprises revenue from mobiic telccommunications. Revenue from
mobtle telecomimunications comprises amounts charged to customers in respect of airtime usage,
text messaging. the provision of other mobile telecommunications services, including daia services
and information provisicn, fees for connecting wsers of other fixed line and mobile networks o the
Company's netwaork,

Aarime used by customers 15 invoiced and recorded as pant of a penodic biliing ovele and
rerogiized 45 revenne over the relsted access period, Unbitled revenue resulting from serviees
plready pr o vided [rom the billing eyele date to the end of each accounting period 15 acerued
unearned revenue from services 1o be provided in periods after each aceounting peried is deferred.
Revenue from the sale of prepaid credit is deferred until such time as the customer uses the airtime,
or the credin expires.

levenue Tom data serviees and information provision is recognized when the Company has
pertormed the related service and, depending on the nature of the service, is recognized cither at the
pross amount billed to the customer or the amouil receivable by the Company as commission for
Facilitatiag the service,

Incentives are provided 1o customers in various forms as part of a promational offering. Where such
incentives are provided in the context of an arrsngement that comprises other deliverables, revenue
representing the fair value of the incentive, relative to other deliverables provided to the customer as
part ol the same arrangement, is deferred and recognized in line with the Company’s performance of
its obligations relating ta the fecenil o, Tn arrangements including more than one deliverable, the
arrangement consideration is allocated o each deliverable based on the fair value of the individual
element. The Company generally determines the fair value of individual elements based on prices al
which the deliverable is reguinrly sold on a standalone basis.

il



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDIJOINT STOCK COMPANY)

MOTESTO THE INTERIM FINANCIAL STATEMENTS (Unaudited {Continued)

FOR THE YEAR ENDED 31 DECEMBER 2013

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Liestribution, marketing, geaerat and adminisirative expenses
2adribution, marketing and general and administrative expenses include direct and indirect ¢osts not
specifically part of cost ol revenue as reguired under generally gecepted accounting siandards,
Aliocations belween distribution, marketing and general and administirative expeises and cosl of
revenug, when redquired, are made on a consistent basis.
Operating leases
Lease of property and equipment under which all the risks and benelits of ownership are cilectively
retained by the lessor are classified as operating leases. Rental expenses under operating leases are
charged to the interim statement of operations on a straight-line basis aver the period of the lease.
Derivative linancial instramenis
The Company uses derivative financial instruments 1o hedpe its interest rate risk on the floating rate
Syndicate Mursbaha Facility, The Coampuny desipnates these dervatbves linancial astliumcns as
cash flow hedpes in accordanee with the approved policies and consisient with the Company”s risk
munarement stodegy, The Company does not use desivative financial instmmaents for specolative
purposes. These derivative linancial instrumants arc measured ai foir valne, The effcotive paritons
of changes in the fair value of derivatives are recognized in hedging reserve under the interim
statement of shareholders” equity, The gain or loss relating 1o the ineffective portion is recognized
immediately in the interim statement of operations. Gains or losses recognized initially in hadeing
reserve are transferred to the interim statement of operations in the period in which the hedged item
impacts the interim statement of operations.
3. SHORT AND LONG TERM BORROWINGS FACILITIES
{I.In:unlizt[:{; =i
SR (Audited)
_ SR000
SHORT TERM
Syndicate Murabaha [acility — current portion (a) - 9.000, (10
Long term facility from local commercial bank (b) - 2,250,000
Fxport credit facility — current portion (c) pALIRTI 170,034
200,005 11,420,039
LONG TERM
Syndicate Murabaha Facility — non-current portien (&) 8,630,769
Long term facility from local commercial bank (b) 2,250,000 -
Export credit facility — nom-current portion (¢) S06,266 714,480
11,387,035 Tid.480

arL me wm
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MOBILE TELECOMMUNICATIONS COMPANY SALDI ARABIA
(A SAUDIJOINT 5TOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited) (Cominued)
FOR THE YEAR ENDED 31 DECEMBER 2013

==

3. SHORT AND LONG TERM RORROWINGS FACII FITES (Continued)

(a) Syndicated Muralaha Faciliy of approximately SR 9.75 bitlion was arnnged by Banque — aud
Feansi in Julv 2009, This Mumbahs Fagilitv consists of a SR portion tatalling 537,09 billion and o
LS portion tewbling USDT 10 miilion (equivalent 1o SR 2.66 bilkion).

Financing charses as specificd under the Murabaha Facility are payal le in quasterly instalments over
the life of the loan, As per the terms of the Murabaha Financing Agreement the Company exercised
its two {2) options to extend the initial maturity date {12 August 2011) for six (§) months each,
totalling the renewal of the facility for one (1) full year with the final maturity date is 27 July 2012,
Subsequently, the Company has successfully obtained several approvals to extend the facibity until
31 July 2013, The Company has also partially settled an amount of SR750 million cut of the cash
proceeds from the rights issue transaction,

Cin 31 July 2013, the Company has signed an amended and restated “Murhabaha financing
Agreement” with & eonstetium of banks which also includes exizung Murshahs Facility Iavestors to
extend the maturite date of is Murabaha Facility for 3 veors ending 30 Jone ZUEE. The new facility
has beer restrectuced os an amortising facility, 23% of which will he due during vears 4 10 5 of the
lile of the facvity, as mandalory miniaum amount due, with T3% due sl matwrity date, The
Company has partially repaid the facility, wilizing a poition of its internal cash resources, and the
current outstanding principal stands at SR 8.6 billion, SR portion totalling 6.3 Lillion and usD
portion totalling (.6 billion (3R 2.3 billion}.

Accordingly, the outstanding balance as at 31 December 2013 has been classified as non-curent
liability, (refer to Note 1).

Financing charges as specified under the Murabaha [inancing agreemenl are payable in quarterly
instalments over & vears. The new facility is secured partially by a goarantee from Mobile
Telecommunications Company K.5.C and pledge of shares of founding sharcholders.

Finanicial and other covenants imposed by the financing banks are:

Assignment of certain contracts and receivables;

Pledge of insurance contracts and operating accounts;

Leans and guaraniees restrictions o cusiomers, distributors, dealers, retailers, whalesalers
and emplovees;

d. No further financial indcbiedness, pari passu, insurance on all assets; and

e. EBITDA and leverage level.

o=

L

() This facility consists of a SAR portion ttalling SAR LETS million and a 15D portion totalling
USD 100 million (equivalent SAR 375 million) and is secured by a guarantee provided by
Mohbile Telecommunications Company K.S.C. This facility atrracts linancing charges as
specified in the agrecment, and is subordinated to the existing Murabaha Facility and was due
for repayrent on 3 Aprl 2013,

i



MOBILE TELECOMMUNICATIONS COMPANY SATUDI ARABIA
(A SAUDIJODST 3TOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited) (Contnued)
FOR THE YEAR ENDED 31 DECEM 3EK 2013

3, SHORT AND LONG TERM BORROWINGS FACILITIES (Continued

The Company has oblained the approval from Gnancing banks to extend this lorg term iacsiy until
3 dupe 20103

On 5 June 2013 the Company has signed a new long-term borrowing facility agreement amounting
to SAR 2.25 biilion with three yvenrs muturity to refinance the above facility, The new facility is
provided by a syndicate of four banks. This facility sttracts financing charges as specified in the
agreement, and is subordinated to the Murabaha Facility, and secured by an uncenditional and
irrevocable guarantee by Mobile Telecommunications Company K.5.C. The new facility will be
repaid in one bullet payment at the maturity date of 2" June, 2016,

{c) On 20 June 2012 an Exoct Credit Ageney Facility Agreement having two tranches (A and B)
tolalling to USD 325 million was signed between the Company and seme internaticnal banks,
This facility is secured by a puaraniee provided by Mobile Telecommunications Company

150, and subordinsted sl s Mursheha Facility, The rurpose of this teeility is 10

o Repay amonnts due Lo ot of the Company’s technival vendors; and

o o finanee fuether new expansion phies provided by the same techirical vendor,

Al 31 December 2013, the Company has utilized tranche A {(USD 155 million) in full and also
utilized USD 98 millien out of USD 170 million of tranche B. The remaining unutilized portion of
tranche B has been cancelled during the first quarter of 2013,

Financing charges as specified under this facility agreement are payable in serni-anaual instalments
over the life of the loan. Repayment will take place over five (5} years on a semi-annual basis
starting Juby 2012 for tranche A (wotalling USD 135 million} and July 2013 for tranche B (totalling
LISE) 98 million). As at 31 December 201 3 four instalments were repaid.

4. DERIVATIVE FINANCIAL INSTRUMENTS

The fair value of derivative financial instruments (profit rate swaps) together with the contracl
notional amounts are as follows:

 Megative Fair ¥eine

Contracts
notional 13 2012
AMOUNLS (Unandited) (Audited)
SRO00 SRUO0D SR000
Trerivative Tingncial inslraments
held for cash flow hedpes 4,315,385 41,727 o
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MOBILE TELECOMMUNICATIGNS COMPANY 5ALUDI ARABIA
(A SAUDVHIOINT 5TOCK COMPANY)

NOTES TO THE INTERIM FINANCIA L STATEMENTS (Unaudited) {Cominued)

F(12 THE YEAR ENDED 31 DECEMBER 2013

5. ADVANCES FROM SHARENGLDERS

|1 accordance with the arrangements agreed with ihe shoreholders duviog 200%, zome ol the
{ounding sharcholders have provided advances ta the Company. These advances carry finance cost
that approximate the prevailing market rates.

As discussed in Note 1, the advances from  shareholders amounted to approximately SR 2.5 billion
are capitalised as part of the Company’s restruciuring. The aceumulated a0 crucd interest due 1o
advances from sharcholders was now subject to this capualisation activity, Afler this capitalisation
transaction, the share capital increased from SR 4.8 billion 1o SR 7.3 billion and accordingly the
number of shares increased from 480.1 million shares to 734.7 million shares.

The following is a breakdown ol the remaining advances from sharcholders and related accrued
linancial charges as at 31 Decer iher:

A3 HilZ

{Unawdited) {aouglited)

SR R L
M¢obile Telecommunications Company K.5.C. 2,264,450 1,946,850
Abu Dhabi Investment House (ADIH) B3 £413

2,272,863 1,955,303

Accrued financial charges 2 761,576 607,507
Total 3034239 2562810

T

The advances from sharehalders as at 31 December 2013 and the related accrued financial charges
are eurrently not scheduled for repayment until the settiement of the Syadicated Murabalin Faciliy.

In addition, a founding sharcholder Rakisa Holding Company (“Rakisa™) and ADIH entered into 2
settlement agreement dated 18 July 2008 and a supplement to this agreement dated 28 October 2008
(together, the "Settlement Agreements") in relation to 2 claim that ADIH had filed against Rakisa,
The terms of the Settlement Agreements required Rakisa to transfer corlain aumber of i1s assets to
ADIH, including 30 million of its shares in the Company and s full amount of the advances
provided to the Company, being approximately SRI37 million. In order to enforce Rakisa's
compliance with the Settlement Agreements, ADIH filed a claim dated ¥ September 2009 against
Rakisa at the Second Commercial Circuit at the Grievances Board in Rivadh. On 20 October 2010,
the Grievances Board issued a judgment requiring Rakisa o comply with the terms of the
Sertlement Agreements, The ADIH transfer took place on 13 May 2012,

FAKAT

No zakat provision for the period has been made in these interim financial statements as the
Company’s zakal base is negativ: and the Company has incurred losses, The Company has filed its
zakat returns for the years 2009, 2010, 2011 and 2012 with the DZIT but no final zakat assessments
of the shove-mentioned ycars have been received.
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MOBILE TELECOMMUNICATIONS COMPANY SAUD ARABIA
(A S5AUDIJOINT STOCK COMPANY )

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaudited) (Coninued)
FOR THE YEAR ENDED 31 DECEMBER 2013

7. SHARE CAPITAL

The share capital of the Company as af 31 December 2013 and 2012 (post capital restructuring)
= . 0 | - ] T ] LA 1 . & P 13 r
{Reler to nole Mote 1) comprsed of |06 bitlion shaces stated g8 SR pa shure codied Gs Jobows:

Pre-Capitul

“aat-Canital Regtraetorine
RErC . Restrueturing

2zmm

Share Share

Number of Capital Number of Capital
Shareholders shares  SR'OGO shares SIR000
Mobile Telecormmunicanons
Coempany K.5.C. 400,125,067 4,001,251  350,000.000 3,500,000
Saudi Plastic Factory 63,145 5687 31,434 U 2 540 000 47, 5600
Faden Trading & Contructing Est, 64,495 867 BL 958 6,250,000 962,500
Rakisa Hokding Company {reier 1o .
Mhiste 53 4. 15200 q7. 153 SR EH L AL
Al Dhabi Investment House (refer to
Peliias 3 23,745,800 23laid a0, 003 LRI TH
Almarai Company 22061224 229612 5 (M 000 354,000
Ashbal Al-Arah Contracting Est. 229401224 229612 35,000,000 3500400
Al Jermaisy Development Company _
Limited 11,450,612 114,806 |7, 500 000 175,00
Architectural T lite Est. lor
Engineering and Conlracting 6,001,253 BO013 17,500,060 175,000
Al Sale Al Shark yah Company
Limited 5740303 57,403 BTS00 87,500
Total founding shercholders 624,760,193 G.247,692  TOO000,000  7.000,000
Public sharcholding 455,330,807 4553308 700,000,000  7.000,000

080,100,000 10,501,000 1,400,000,000 14,000,000

A founding Sharcholder Rakisa IHolding Company transferred 30 million shares amnumi_ng 1
SR300 million as of +5 Miay 2012 to Abu Dhabt Investment House, The consent of the transfer ha.
been obtained from the Murabaha Facility investors; CITC and CMA (Refer to Note 3).

§. LOSS5 PER SHARE
Losses per share are computed by dividing losses for the period by the weighted average number of

shares outstanding i.e. 1.08 billion shaves for the peried ended 31 December 2003 (20122 |3
billion shares)

o 8



MOBILE TELECONMMUNICATIONS COMPANY SALUDI ARABIA
(A SAUDI JOINT 5TOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Unaundited) {Continued)

FOR THI: YEAR ENDED 31 DECEMBER 2013

'}.

1.

12.

OPTERATING LEASES COMMITMEINTS

The Company leases sitzs, techiecal butidings and officss in conneetion with ils opermtions, The
lease commitments 1=iating to such operating leases ars as follows:

abbls Az

(Uinzadited) { Audied)

_ BRMGG SRODG

Within 12 months 228,644 189,484
Within 2 1 5 vears 914,575 757,935
Crar § years 1,143,219 947419
o LEB6438 1E94.358

. CONTINGENCIES AND COMMITMENTS

The Conpany has cntered into srrangements witl supplicrs foF the purcnase of teleeanmmuniciiin
cquipment and with other mobile telecom companics for providing mobile ccllubar services. The
cupital copmitmeants ane comprised of the followimg:

2013 2(:12

{Unzudited) (Audited)

_ SRWOD  SR000

Within 12 months 275,441 6a9438
Within 2 to 5 vears i tie LT _H2.B99
275,441 521537

Also see Note 9 for operating lease commitments.

Furthermore, the Company in the normal course of business is subject to and alse pursuing lawsuits,
penalties and other claims, Management believes that these manters are not expected 0 have 2
significant impact on the financial position or the results of operations of the Company.

SEGMENT INFORMATION

The objective of the segment reporting standard premulgaied by the Saudi Organization for
Certified Public Accountants is 1o disclose detailed information on the results of each of the main
operating segments. Given that the reguirements of this standard, in terms of the preseribed
threshold, taking into consideration the Company’s operations which are substantially concentraled
in mohile phone services since commencement of its activities, are pot met as of the interim balance
sheet date, accordingly, the Company’s management believes that operating segment information
disclosure for the Company is not applicable, The Company earries out its activities in the Kingdom
of Saudi Arabia,

COMPARATIVE FIGURES

Certain comparatives figures have been reclassified to conform with the presentation in the current
quarter,
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