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Independent auditor’s review report on the interim condensed consolidated financial statement
To the shareholders of Mobile Telecommunications Company Saudi Arabia

(A Saudi Joint Stock Company)

Riyadh, Saudi Arabia

Introduction

We have reviewed the accompanying interim condensed statement of financial position of Mobile
Telecommunications Company Saudi Arabia (a Saudi joint stock company) (“the Group”) as of
30 September 2019 and the related interim condensed consolidated statements of profit or loss and
other comprehensive income for the three and nine month periods ended 30 September 2019, changes
in shareholders’ equity and cash flows for the nine-month period then ended and the related notes
which form an integral part of this interim condensed financial statements. Management is responsible
for the preparation and presentation of this interim condensed consolidated financial statements in
accordance with International Accounting Standard (IAS) 34 ‘Interim Financial Reporting’, as
endorsed in the Kingdom of Saudi Arabia, Our responsibility is to express a conclusion on this interim
condensed financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’, as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial statements 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 International Standards on Auditing, as endorsed in the Kingdom of Saudi Arabia and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed consolidated financial statements is not prepared, in all material respects, in
accordance with IAS 34, as endorsed in the Kingdom of Saudi Arabia
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED)

AS AT 30 SEPTEMBER 2019

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Contract assets

Inventories

Total current assets

Non-current assets
Contract assets
Right-of-use assets
Property and equipment
Intangible assets

Total non-current assets
TOTAL ASSETS
LIABILITIES AND EQUITY

Current liabilities

Trade and other payables

Current portion of long-term borrowings
Deferred revenue

Lease liabilities

Total current liabilities

Non-current liabilities

Amounts due to related parties

Lease liabilities

Other non-current liabilities

Long-term borrowings

Derivative financial instruments

Provision for employees’ end of service benefits

Total non-current liabilities

Capital and reserves
Share capital

Hedging reserve

Other reserves
Accumulated deficit

Total capital and reserves
TOTAL LIABILITIES AND EQUITY

Mehdi Khalfaoui
CFO

30 September 31 December

2019 2018

Note SR’000 SR’000
1,439,819 1,416,731

1,586,293 1,586,155

361,787 289,197

230,317 223,005

3,618,216 3.515,088

35,837 15,442

3 1,410,692 -
5 6,517,420 6,552,101
16,374,539 16,240,679

24,338,488 22,808,222

27,956,704 26,323.310

3,779,244 4,104,497

6 144,619 2,526,633
461,462 720,476

3 304,255 -
4,689,580 7,351,606

7 6,613,339 6,584,703
3 1,222,624 .
1,121,761 591,615

6 10,084,593 7,668,127
152,104 21,586

8 103,902 93,425
19,298,323 14,959,456

9 5,837,292 5,837,292
(152,104) (21,586)

(3,302) (3,302)

(1,713,085) (1,800,156)

3,968,801 4,012,248

27,956,704 26,323,310

L]

Naif bin Sultan bin M

ohammed bin ‘Saald Al Kabeer

Chairman



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

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME (UNAUDITED)

FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

For the three-month period ended

For the nine-month period ended

30 September 30 September

30 September 30 September

2019 2018 2019 2018
Note SR’000 SR’000 SR’000 SR*000
Revenue 2,008,076 1,951,884 6,158,326 5.484.284
Cost of revenue (513,043) (631.315) (1,659,188) (1.884.387)
Operating and administrative
expenses (471,537) (553.891) (1,455,097) (1,578.276)
Depreciation and amortization 3&5 (573,285) (459.335) (1,716,003) (1.322.806)
Expected credit loss on financial
assets (ECL) (74,308) (38.936) (195,694) (107.652)
Interest income 6,246 6.619 20,085 16.059
Other income 792 19,230 12,604 14,963
Finance cost (262,233) (246.251) (784,817) (689,081)
Net profit / (loss) before Zakat 120,708 48.005 380,216 (66.896)
Zakat 12 - - - -
Netpeolit / (foss) Tor e period 120,708 48.005 380,216 (66.896)
Other comprehensive income
Item that may be reclassified
subsequently to profit or loss:
Net fair value change in hedging
instruments entered into for cash
flow hedges (18,613) 13,261 (130,518) (730)
Total comprehensive income /
(loss) for the period 102,095 61,266 249,698 (67,626)
Earnings / (Loss) per share 10
(in Saudi Riyals)
Basic 0.207 0.082 0.651 (0.115)
Diluted 0.207 0.082 0.651 (0.115)
‘/_"’N L
e — — 1 —
Mehdi Khalfaoui Sultan Al-Degha Naif bin Sultan bin Mohammed bin[Saud Al Kabeer
CFO CEO Chairman




MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2019

Share Hedging Other Accumulated Total
Note capital reserve  reserves deficit

SR’000 SR’000 SR’000 SR’000 SR’000
Balance at 1 January 2018 as reported 5.837.292 (2.613) (8.165) (2,132.518) 3.693.996
Total comprehensive loss for the period - (730) = (66.896) (67.626)
Balance at 30 September 2018 5.837.292 (3.343)  (8.165) (2.199.414) 3.626.370

Share Hedging Other Accumulated Total
Note capital reserve  reserves deficit

SR’000  SR’000  SR’000 SR’000 SR’000
Balance at 1 January 2019 as previously 5837202  (21,586)  (3,302) (1,800,156) 4,012,248
reported !
Transition adjustment on adoption of
IFRS 16 3 . - - (293,145) (293,145)
Balance at 1 January 2019 as restated 5,837,292 (21,586)  (3,302) (2,093,301) 3,719,103
Total c?mprehenswe income / (loss) for - (130,518) ) 380,216 249,698
the period
Balance at 30 September 2019 5,837,292 (152,104)  (3,302) (1,713,085) 3,968,801

M
Mehdi Khalfaohi Sultan Al-Degh theV Naif bin Sultan bin Mohamme
CFO Chairma




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

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2019

September September
Note 2019 2018
SR'000 SR'000

CASH FLOWS FROM OPERATING ACTIVITIES

Net profit / (loss) for the period 380,216 (66.896)
Adjustments to reconcile net profit/ (loss) for the period to net cash

from operating activities:

Expected credit loss on financial assets (ECL) 195,694 107,652
Depreciation and amortization 5 1,716,003 1.322.806
Other provisions 4,995 (1,867)
Finance charges 784,817 689,081
Gain on disposal of property and equipment (202) (1
Currency revaluation gain (256) (3.637)
Provision for employees’ end-of-service benefits 8 14,634 14,025
Operating income before changes in working capital 3,095,901 2,061.153
Changes in working capital
Trade and other receivables (416,359) (711.897)
Inventories (7,312) 41.687
Contract assets (92,984) (158,988)
Trade and other payables (314,615) 76,756
Deferred revenue (259,015) 228.747
Other non-current liabilities 530,146 416.225
Cash flows generated from operating activities 2,535,762 1,953,683
Employee Retirement Benefits Paid 8 (4,157) (10.188)
Net cash generated from operating activities 2,531,605 1.943.495
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (1,265,139) (821,113)
Proceed from disposal of property and equipment 5 430 21
Purchase of intangible assets (216,659) (104.587)
Net cash (used in) investing activities (1,481,368) (925.679)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowing facility (2,550,000) (769.899)
Proceed from borrowing facility 2,710,095 290,110
Payment of lease liabilities (267,026) =
Proceed from related parties - 112,485
Finance cost paid (921,133) (346.463)
Net cash (used in) financing activities (1,028,064) (713.767)
Net change in cash and cash equivalents 22,173 304.049
Effect of movements in exchange rates on cash and cash equivalents 915 430
Cash and cash equivalents at beginning of the year 1,416,731 1,115.809
1,439,819 1,420,288

Cash and cash equivalents at end of the period

" Naif bin Sultan bin Mohammed bij Saud Al Kabeer

Mehdi Khalfaoui
Chairman

CFO \




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

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED) (continued)
FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2019

30 September 30 September

2019 2018
SR'000 SR'000
Non-cash transactions:
Adjustment. to property and equipment and intangible assets with 20213 117.289
corresponding effect to trade payable
Adjustment to finance charges paid with corresponding effect to
. : 581,467 =
borrowings and amounts due to related parties.
Changes ln.fatr val‘ue of derivative f:manczigl instruments and 130,518 730
corresponding debit to shareholders’ equity
Adjustment to advances from shareholders and amounts due to related 286,204 261.906

Parties with corresponding effect trade payable

Mehdi’lﬁhalfakui Sultan AT-Deg Naif bin Sultan bin Mohammed bin Saud Al Kabeer
CEO \ CEO Chairman




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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

1 ORGANIZATION AND ACTIVITIES

1.1 Mobile Telecommunications Company Saudi Arabia (the “Company”) along with its subsidiaries (together
the "Group"), provides mobile telecommunication services in the Kingdom of Saudi Arabia in which it
operates, purchases, delivers, installs, manages and maintains mobile telephone services.

The Company is a "Saudi Joint Stock Company" established pursuant to the Ministerial Resolutions No.
176 dated 25 Jumada | 1428H (corresponding to 11 June 2007) and No. 357 dated 28 Dhu Al-Hijjah 1428H
(corresponding to 7 January 2008), Royal Decree No. 48/M dated 26 Jumada | 1428H (corresponding to 12
June 2007) and Commercial Registration No. 1010246192 issued in Riyadh, Kingdom of Saudi Arabia on
4 Rabi Awal 1429H (corresponding to 12 March 2008) to operate as the 3rd GSM public mobile cellular
and technology neutral license in the Kingdom of Saudi Arabia for twenty five (25) years.

The registered address of the Company is P.O. Box 295814, Riyadh 11351, Kingdom of Saudi Arabia.

During the third quarter of 2018, the Company became a subsidiary of Mobile Telecommunications
Company K.S.C.P. Kuwait ("Zain Group").

Based on the High Order dated 30 Dhu Al-Hijjah 1437 H (corresponding to 01 October 2016) which was
announced by the Capital Market Authority on 01 Muharram 1438 H (corresponding to 02 October 2016)
which directed the Communications and Information Technology Commission ("CITC") to coordinate with
Mobile Telecommunication Company Saudi Arabia to:

a. Extend its license for an additional 15-years period, bringing the remaining period to 32 years ending on
21/Rabi Al Awwal 1469 H (corresponding to 18 January 2047).

b. Coordinate with the Ministry of Finance to discuss the alternatives regarding the amounts due to the
government; and

c. Grant the Company a Unified License where it can offer all telecommunication services including fixed
services which was issued on 23 Jumada first 1438 H (corresponding to 20 February 2017).

In the fourth quarter of 2018, the Company signed an agreement with the Ministry of Finance, the Ministry
of Communications and Information Technology and CITC, which includes the consolidation of the annual
royalty for commercial service and the settlement of disputed amounts for the period from 2009 to 2017,
which includes the following:

a. Consolidate the annual royalty fee and reducing it from 15% to 10% of net revenues starting from 01 January
2018. (Impact was reflected in cost of revenue and sales); and

b. Settlement of the disputed amounts between the Company and CITC regarding the payment of disputed
annual royalty fee for the period from 2009 to 2017. Under the condition, that the Company further invests
in expanding its infrastructure in addition to other conditions over the next 3 years.

The accompanying notes (1) to (14) form an integral part of these financial statements
-7 -



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

1

1.2

ORGANIZATION AND ACTIVITIES (continued)

On 16 Jumada I 1440 H (corresponding to 22 January 2019) the Company acquired 2600 MHz spectrum for a
period of 15 years starting from 1 January 2020, for a total license fee of SR 324 million payable in equal annual
installments for 15 years starting from 1 January 2020.

On 10 Rajab 1440 H (corresponding to 17 March 2019) the Company acquired 100 MHz of additional spectrum
in the 3.5 GHz spectrum, for a period of 15 years starting from 1 January 2020, for a total license fee of SR 624
million payable in equal annual installments for 13 years starting from 1 January 2022.

On 20 Rajab 1440 H (corresponding to 27 March 2019), the Company announces signing an agreement for the
Sale and lease back of its Tower, worth SR 2.52 billion. The sale of approximately 8,100 passive tower
infrastructure and the building of an additional 1,500 (over the next 6 years) together with the lease back of such
towers, for 15 years with the option to extend. The transaction should be executed once the approvals of
regulatory authorities including CITC is secured. On 20 Shawwal 1440H (corresponding to June 23, 2019), the
Company received a letter from CITC stating that the towers purchaser did not meet the regulatory requirements
for the purchase and lease of passive towers; therefore, it did not obtain a license to do so. Therefore, the company
decided to cancel the sale of towers for this purchaser for regulatory reasons.

The Company incurred net profit / (Loss) for the nine month ended 30 September 2019 SR 380 million, (30
September 2018: SR (66,9) million), had an accumulated deficit of SR 1.7 billion as at this date (31 December
2018: SR 1.8 billion) and the current liabilities of the company exceed the current assets of the company by SAR
1 billion. Based on the latest approved business plan, the Company’s management believes that the Company
will be successful in meeting its obligations in the normal course of operations. The directors of the Company
have a reasonable expectation that the Company has adequate resources to continue in operational existence for
the foreseeable future.

The Board of Directors, in their meeting held on May 7, 2018, recommended restructuring the share capital of
the Company by reducing it from SR 5,837,291,750 to SR 3,616,110,780 and the total number of shares from
583,729,175 shares to 361,611,078 shares by cancellation of 222,118,097 shares. The purpose of such capital
reduction is to absorb the accumulated losses of the Company as at June 30, 2017. Further, the Board has
recommended increasing the share capital by SR 6,000,000,000 through the issuance of 600,000,000 new shares
(rights issue) which will increase its capital from SR 3,616,110,780 to SR 9,616,110,780 and will result in the
injection of additional fresh cash, which will be used to reduce the Company’s debt. The recommendation of the
Board is subject to the approval of the relevant authorities including the Capital Market Authority and the
relevant extraordinary general assemblies.

The accompanying notes (1) to (14) form an integral part of these financial statements
-8-



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

1 ORGANIZATION AND ACTIVITIES (continued)

1.3 Subsidiary Companies
The Company established the following fully owned subsidiaries:

a. Zain Sales Company is engaged in distributing, selling telecom equipment and handsets; and providing
consulting services. Share capital SR 10,000. The company started its operation during the first quarter of
2019.

b. Zain Business Company will engage in establishment, construction, repair and maintenance of telecom
stations and towers. Share capital SR 10,000. The company is not operational yet.

c. Zain Payments Company will provide fintech services. Share capital SR 100,000. The company is not
operational yet.

d. Zain Drones Company will provide professional, scientific and technical drones services along with selling
and repairing drones. Share capital SR 10,000. The company is not operational yet.

1.4 On 16 June 2019, the Company has signed a new Junior Murabaha facility agreement amounting to SR 2.25
billion with a consortium of five banks to settle its existing commercial loan which has been obtained from
Industrial and Commercial Bank of China (ICBC). The agreement has better terms and will have lower financing
cost. The duration of the agreement is two years, with an option to be extended for one year upon Company’s
request. This loan is fully secured by a corporate guarantee from Mobile Telecommunications Company
K.S.C.P. In this quarter, the Company paid ICBC facility in full from the proceed of the Junior Murabaha facility.

1.5 These financial statements were approved by the Board of Directors on 24 October 2019.

The accompanying notes (1) to (14) form an integral part of these financial statements
-9.-



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

2 BASIS OF PREPARATION
Statement of compliance

These interim condensed consolidated financial statements (interim condensed consolidated financial
information) have been prepared in accordance with International Accounting Standard 34 Interim Financial
Reporting as endorsed in Saudi Arabia.

IFRS 16 has been applied in preparation of these interim condensed consolidated financial statements. The Main
changes to significant accounting policies are described (Note 3).

The Capital Market Authority (CMA) announced the Board of Commissioners resolution dated 16 October 2016
(corresponding to 15 Muharram 1438H), which obligates the listed entities to apply the cost model to measure
the property, plant and equipment, investment properties and intangible assets upon adopting the IFRSs for three
years period starting from the IFRSs adoption date, while continuing to abide by the IFRSs, that are endorsed in
the Kingdom of Saudi Arabia, disclosure requirements, which require or encourage the disclosure of the fair
value within the notes to the financial statements. The Company has complied with the requirements in these
interim condensed consolidated financial statements.

Basis of measurement

These interim condensed consolidated financial statements have been prepared on the historical cost basis except
for the end of service benefits provision, which has been actuarially valued and the measurement of financial
assets at fair value through other comprehensive income as explained in the relevant accounting policies.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

The Company has used same accounting policies including risk management policies that were used for the year
ended 31 December 2018, unless mentioned otherwise (Note 3).

Basis of consolidation

These interim condensed consolidated financial statements comprising the interim condensed consolidated
statement of financial position, interim condensed consolidated statement of profit or loss and other
comprehensive income, interim condensed consolidated statement of changes in equity, interim condensed
consolidated statement of cash flows and notes to the interim condensed consolidated interim financial
statements of the Company, including assets, liabilities and the results of the operations of the Company and its
fully owned subsidiaries, as set out in note 1.3. Subsidiaries are consolidated from the date on which ownership
commences until the date its ceases. Accounting policies of subsidiaries are aligned, where necessary, to ensure
consistency with the policies adopted by the Company. The Company and its subsidiaries have the same
reporting periods.

The accompanying notes (1) to (14) form an integral part of these financial statements
-10 -



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

2

BASIS OF PREPARATION (continued)
Critical accounting estimates and judgments

The preparation of interim condensed consolidated financial statements in accordance with IFRSs that are
endorsed in the Kingdom of Saudi Arabia requires the use of certain critical estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent 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 future events that are believed to be reasonable under the circumstances. The Company makes
estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom
equal the related actual results.

The significant judgments made by management in applying the accounting policies and the key sources of
estimation uncertainty were the same as those described in the last annual financial statements, except for new
significant judgments and key sources of estimation uncertainty related to the application of IFRS 16.

Extension and termination options in lease contracts

Extension and termination options are included in a number of leases across the Company. These terms are used
to maximize operational flexibility in terms of managing contracts. The majority of extension and termination
options held are exercisable by both the Company and the respective lessor.

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods
after termination options) are only included in the lease term if the lease is reasonably certain to be extended (or
not terminated). The assessment is reviewed if a significant event or a significant change in circumstances occurs
which affects this assessment and that is within the control of the lessee.

Discounting of lease payments

The lease payments are discounted using the Group incremental borrowing rate (“IBR”). Management has
applied judgments and estimates to determine the IBR at the commencement of lease.

Functional and presentation currency

Saudi Riyal is the functional currency. These interim condensed consolidated financial statements are presented
in Saudi Riyals (SR), rounded off to the nearest thousand.

The accompanying notes (1) to (14) form an integral part of these financial statements
-11 -



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

3

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

Except as described below, the main accounting policies applied in these interim condensed consolidated
financial statements are the same as those applied in the annual financial statements as at 31 December 2018.
The changes in accounting policies are also expected to be reflected in the financial statements for the year
ending 31 December 2019.

The Company has initially adopted IFRS 16 “Leases” from 1 January 2019.

General Impact of application of IFRS 16 Leases

The key changes to the Company’s accounting policies resulting from its adoption of IFRS 16 is summarized
below:

From 1 January 2019, leases are recognized as a right-of-use asset and a corresponding liability at the date at
which the leased asset is available for use by the Company. Each lease payment is allocated between liability
and finance cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is
amortized over the shorter of the asset's useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include
the net present value of the following lease payments:

o fixed payments (including in-substance fixed payments), less any lease incentives receivable;

variable lease payment that are based on an index or a rate;

amounts expected to be payable by the lessee under residual value guarantees;

the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and
payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

Right-of-use assets are measured at cost comprising the following:

the amount of the initial measurement of lease liability;

any lease payments made at or before the commencement date less any lease incentives received,;
any initial direct costs; and

restoration costs.

Payments associated with leases of low-value assets are recognized on a straight-line basis as an expense in
profit or loss. Low-value assets comprise 1T-equipment and small items of office furniture.

The associated right-of-use assets for property leases were measured on a retrospective basis as if the new rules
had always been applied. There were no onerous lease contracts that would have required an adjustment to the
right-of-use assets at the date of initial applications.

On adoption of IFRS 16, the Company recognized lease liabilities in relation to leases which had previously
been classified as ‘operating leases’ under the principles of IAS 17 Leases. These liabilities were measured at
the present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate as
of 1 January 2019.

The Company has adopted IFRS 16 modified retrospectively from 1 January 2019, but has not restated
comparatives for the 2018 reporting period, as permitted under the specific transitional provisions in the
standard. The reclassifications and the adjustments arising from the new leasing rules are therefore recognized
in the opening balance sheet on 1 January 2019.

The accompanying notes (1) to (14) form an integral part of these financial statements
-12 -



MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED) (continued)

FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued)

Operating lease commitments disclosed as at 31 December 2018
Discounted using the lessee’s incremental borrowing rate of at the date of initial application

Add/(less): adjustments as a result of a different treatment of extension and termination

options and other adjustments

Lease liability recognized as at 1 January 2019
Of which are:

Current lease liabilities

Non-current lease liabilities

2019
SR'000
1,822,285
1,295,119

314,700

1,609,819

374,735
1,235,084
1,609,819

The weighted average lessee’s incremental borrowing rate applied to the lease liabilities on 01 January 2019 was
5.6 % interest expense on lease liabilities amounted to SR 62 million for the nine-month period ended 30

September 2019.
31 December 2018 Increase/decrease 1 January 2019
SR'000 SR'000 SR'000

Right of use of assets 1,585,203 1,585,203
Trade and other receivables 1,586,155 (268,529) 1,317,626
Lease liabilities- current 374,735 374,735
Lease liabilities- non current 1,235,084 1,235,084
Accumulated deficit (1,800,156) (293,145) (2,093,301)

The recognized right-of-use assets relate to the following types of assets:

Balance as of 1 January 2019

Add: Additions

Less: Amortizations

Less: Retirements

Closing balance as at 30 September 2019

Land and building

Cellular and other

equipment
SR'000 SR'000
1,218,222 366,981
139,686 14,639
(221,552) (82,338)
(12,396) (12,550)
1,123,960 286,732

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued)

The following table summarizes the impact on interim condensed consolidated statement of financial position
as at 30 September 2019:

As reported IFRS 16 Amounts without
Adjustments  adoption of IFRS 16
SR'000 SR'000 SR'000
ASSETS
Current assets
Cash and cash equivalents 1,439,819 - 1,439,819
Trade and other receivables 1,586,293 217,132 1,803,425
Contract assets 361,787 - 361,787
Inventories 230,317 - 230,317
Total current assets 3,618,216 217,132 3,835,348
Non-current assets
Contract assets 35,837 - 35,837
Right-of-use assets 1,410,692 (1,410,692) -
Property and equipment 6,517,420 - 6,517,420
Intangible assets 16,374,539 - 16,374,539
Total non-current assets 24,338,488 (1,410,692) 22,927,796
TOTAL ASSETS 27,956,704 (1,193,560) 26,763,144
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 3,779,244 73,091 3,852,335
Current portion of long-term borrowings 144,619 - 144,619
Deferred revenue 461,462 - 461,462
Lease liabilities 304,255 (304,255) -
Total current liabilities 4,689,580 (231,164) 4,458,416
Non-current liabilities
Amounts due to related parties 6,613,339 - 6,613,339
Lease liabilities 1,222,624 (1,222,624) -
Other non-current liabilities 1,121,761 - 1,121,761
Long-term borrowings 10,084,593 - 10,084,593
Derivative financial instruments 152,104 - 152,104
Provision for employees’ end of service benefits 103,902 - 103,902
Total non-current liabilities 19,298,323 (1,222,624) 18,075,699
Capital and reserves
Share capital 5,837,292 - 5,837,292
Hedging reserve (152,104) - (152,104)
Other reserves (3,302) - (3,302)
Accumulated deficit (1,713,085) 260,228 (1,452,857)
Total capital and reserves 3,968,801 260,228 4,229,029
TOTAL LIABILITIES AND EQUITY 27,956,704 (1,193,560) 26,763,144

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued)

The following table summarizes the impact on the interim condensed consolidated statement of profit or loss
for the nine-month period ended 30 September 2019:

For the nine-month period ended 30 September 2019
As reported IFRS 16 Amounts without
Adjustments adoption of IFRS 16

SR'000 SR'000 SR'000
Revenue 6,158,326 - 6,158,326
Cost of revenue (1,659,188) - (1,659,188)
Operating and administrative expenses (1,455,097) (398,645) (1,853,742)
Depreciation and amortization (1,716,003) 303,891 (1,412,112)
Expected credit loss on financial assets (ECL) (195,694) - (195,694)
Interest income 20,085 - 20,085
Other income 12,604 - 12,604
Finance cost (784,817) 61,837 (722,980)
Net profit before Zakat 380,216 (32,917) 347,299
Zakat - - -
Net profit for the period 380,216 (32,917) 347,299

In applying IFRS 16 for the first time, the Company has used the following practical expedients permitted by
the standard:

o the use of a single discount rate to a portfolio of leases with reasonably similar characteristics;

o reliance on previous assessments on whether leases are onerous;

o the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial
application; and

o the use of hindsight in determining the lease term where the contract contains options to extend or terminate
the lease.

The Company has also elected not to reassess whether a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before the transition date the Company relied on its assessment
made applying IAS 17 and IFRIC 4 Determining whether an Arrangement contains a Lease.

The Company’s leasing activities and how these are accounted for:

The Company mostly leases indoor and outdoor spaces for installation of its telecommunications sites. Rental
contracts are typically made for fixed periods of 1 to 10 years but may have extension options. Lease terms are
negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Until the 2018 financial year, theses leases were classified as operating leases. Payments made under operating
leases were charged to profit or loss on a straight-line basis over the period of the lease.

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED) (continued)

FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

4 SEGMENT INFORMATION

The following is an analysis of the Group’s revenues and results based on a segmental basis:

For the three-month period

For the nine-month period

ended 30 September ended 30 September

Revenues 2019 2018 2019 2018
SR'000 SR'000 SR'000 SR'000

Mobile Telecommunications Company 1,923,505 1,951,884 5,918,108 5,484,284
Zain Sales Company 682,164 - 2,032,294 -
Eliminations / Adjustments (597,593) - (1,792,076) -
Total Revenues 2,008,076 1,951,884 6,158,326 5,484,284
Cost of operations (excluding
depreciation and amortization) (984,580)  (1,185,206) (3,114,285) (3,462,663)
Depreciation and amortization (573,285) (459,335) (1,716,003) (1,322,806)
Expected credit loss on financial assets
(Eé’l_) (74,308) (38,936) (195,694) (107,652)
Interest income 6,246 6,619 20,085 16,059
Other income 792 19,230 12,604 14,963
Finance cost (262,233) (246,251) (784,817) (689,081)
Zakat - - - -
Net Profit / (loss) 120,708 48,005 380,216 (66,896)

Following is the gross profit analysis on a segmental basis:

For the three-month period

For the nine-month period

ended 30 September ended 30 September
2019 2018 2019 2018
SR'000 SR'000 SR'000 SR'000
Mobile Telecommunications Company 1,462,995 1,320,569 4,395,873 3,599,897
Zain Sales Company 25,728 - 79,745 -
Eliminations / Adjustments 6,310 - 23,520 -
Gross Profit 1,495,033 1,320,569 4,499,138 3,599,897

The following is an analysis of the Group’s assets and liabilities based on a segmental basis:

Assets

Mobile Telecommunications Company
Zain Sales Company
Eliminations / Adjustments

Total Assets
Liabilities
Mobile Telecommunications Company

Zain Sales Company
Eliminations / Adjustments

Total Liabilities

The accompanying notes (1) to (14) form an integral part of these financial statements
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30 September 2019 31 December 2018
SR'000 SR'000

30,499,395 26,323,310
1,892,433 -
(4,435,124) -
27,956,704 26,323,310
26,631,734 22,311,062
2,723,176 -
(5,367,007) -
23,987,903 22,311,062




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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

5 PROPERTY AND EQUIPMENT

During the nine-month period ended 30 September 2019, the Company acquired assets with a cost of SR 1,201
million (30 September 2018: SR 1,419 million). During the period, the Company disposed assets with a net book
value of SR 228 thousand (30 September 2018: SR 10 thousand) resulting in a gain on sale of property and
equipment amounting to SR 202 thousand (30 September 2018: SR 11 thousand). During the nine-month period
ended 30 September 2019, the depreciation and amortization expense amounted to SR 1,716 million (30
September 2018: SR 1,323 million).

6 LONG TERM BORROWINGS

30 September 31 December

2019 2018

SR’000 SR’000
Syndicate Murabaha facility (refer to note 6.1) 4,535,667 4,837,087
Industrial and Commercial Bank of China loan (refer to note 6.2) - 2,269,160
Ministry of Finance (refer to note 6.3) 3,528,215 3,179,998
Junior Murabaha Facility Agreement (refer to note 6.4) 2,250,213 -
Less: debt arrangement costs (84,883) (91,485)
Total 10,229,212 10,194,760
Less: current portion included in current liabilities (144,619) (2,526,633)
10,084,593 7,668,127

6-1 On 31 July 2013, the Company had refinanced 2009 “Murabaha financing agreement” with a consortium of
banks, which also includes existing Murabaha facility investors to extend the maturity date of its Murabaha
facility for five years until 30 June 2018, which was due on 31 July 2013. This facility principal stood at SR 8.6
billion with the SR portion totaling SR 6.3 billion and the USD portion totaling USD 0.6 billion (SR 2.3 billion).
This facility has been restructured as an amortizing facility, 25% of which will be due during years 4 to 5 of the
life of the facility, as a mandatory minimum amount due, with 75% due at maturity date. The Company settled
SR 2.7 billion from this facility bringing the outstanding principal to SR 5.9 billion at the maturity date.

On 5 June 2018, the Company has refinanced 2013 “Murabaha financing agreement” and extended the maturity
date for additional five years until 29 June 2023 with a three years’ grace period. The new facility principal
stands, at the financing day, at SR 5.9 billion with the SR portion totaling SR 4.25 billion and the USD portion
totaling USD 0.45 billion (SR 1.705 billion). Moreover, the agreement includes a working capital facility totaling
SR 647.3 million with the SR portion totaling SR 462.4 million and the USD portion totaling USD 49.3 million
(SR 184.9 million) for two years. The working capital facility has not been utilized yet.

Financing charges, as specified under the “Murabaha financing agreement” are payable in quarterly installments
over five years. The new facility is secured partially by a guarantee from Mobile Telecommunications Company
K.S.C and a pledge of shares of the Company owned by some of the founding shareholders and assignment of
certain contracts and receivables.

The Company is complying with the existing loan covenants.

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

6 LONG TERM BORROWINGS (Continued)

During the third quarter of 2018, the Company made an early voluntary payment for (SR portion: SR 428.3
million, and the USD portion: USD 45.8 million) totaling SR 600 million.

During the fourth quarter of 2018, the Company made a second early voluntary payment for (SR portion: SR
374.81 million, and the USD portion: USD 40.05 million) totaling SR 525 million.

During the second quarter of 2019, the Company made the third early voluntary payment for (SR portion: SR
214.2 million, and the USD portion: USD 22.88 million) totaling SR 300 million.

6-2 On 15 August 2016, the Company has signed a long-term commercial loan facility agreement amounting to SR
2.25 billion with a two years’ tenor that is extendable by one additional year and payable at maturity. The facility
agreement signed with the Industrial and Commercial Bank of China replace the existing syndicated facility.
The facility is unconditionally and irrevocably guaranteed by Mobile Telecommunications Company K.S.C. On
18 March 2018, the Company extended the final maturity date to 8 August 2019. On 3 July 2019, the Company
settled the said facility from the proceed of the new Junior Murabaha facility (note 6-4).

6-3 During 2013, the Company has signed an agreement with the Ministry of Finance, Saudi Arabia to defer
payments of its dues to the government for the next seven years, estimated at SR 5.6 billion. These deferred
payments under this agreement will be bearing commercial commission payable annually, while the amount due
will be repayable in equal instalments starting June 2021. The amount deferred by the Company as of 30
September 2019 amounted to SR 3,358 million (31 December 2018: SR 2,898 million).

6-4 On 16 June 2019, the Company has signed a new Junior Murabaha facility agreement amounting to SR 2.25
billion with a consortium of five banks to settle its existing commercial loan which has been obtained from
Industrial and Commercial Bank of China (ICBC). The agreement has better terms and will have lower financing
cost. The duration of the agreement is two years, with an option to be extended for one year upon Company’s
request. This loan is fully secured by a corporate guarantee from Mobile Telecommunications Company
K.S.C.P. Financing charges are payable in quarterly installments.

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

7 RELATED PARTIES INFORMATION

During the current period, the Company entered into the following trading transactions with related parties:

For the three-month period For the nine-month period
ended 30 September ended 30 September
2019 2018 2019 2018

SR’000 SR’000 SR’000 SR’000
Revenue from entities owned by a
shareholder 3,413 4,692 10,258 12,135
Purchases from entities owned by a
shareholder 16,961 2,713 50,404 7,983
Branding and Management fees charged by
a shareholder 51,673 13,108 158,665 38,390
Finance charges charged by a shareholder 81,194 78,110 245,158 222,957

The following balances were outstanding at the reporting date:

30 September 31 December

2019 2018

SR’000 SR’000

Amounts due to shareholders 6,613,261 6,584,625
Amounts due to entity owned by a shareholder 78 78
Amounts due from a shareholder 3,055 721

In accordance with the arrangements agreed with the shareholders during 2009, some of the founding
shareholders have provided advances to the Company. During 2012, pursuant to all related approvals, the
principal amount of these advances were utilized to increase the share capital of the Company. Additionally, a
founding shareholder has provided additional loans and made certain payments on behalf of the Company. All
advances, loans and amounts due to shareholders carry finance cost that approximate the prevailing market rates.

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

8

10

PROVISION FOR EMPLOYEES’ END OF SERVICE BENEFITS

30 September 31 December

2019 2018

SR’000 SR’000
Opening balance 93,425 94,167
Current service cost 14,634 18,167
Interest cost - 3,952
Payments (4,157) (17,998)
Actuarial gain - (4,863)
Closing balance 103,902 93,425

The most recent actuarial valuation was performed by Lux Actuaries & Consultants for the year ended 31
December 2018 and was performed using the projected unit credit method.

The principal assumptions used for the purposes of the actuarial valuation were as follows:

Attrition rates 10% to 13%
Salary increases 4%
Discount rate 4.9%

All movements in the end of service benefits liability are recognized in profit or loss except for the actuarial gain
which is recognized in other comprehensive income.

SHARE CAPITAL

The Company had 583,729,175 shares of SR10 each in issue as at the reporting date. There were no movements
in share capital in the period under review.

EARNINGS PER SHARE

Basic and diluted earnings per share is based on the net profit for the three and nine-months periods ended 30
September 2019 amounting to SR 121 million and SR 380 million respectively, (30 September 2018: net profit
/ (loss) for the three and nine-months periods amounting to SR 48 million SR (67) million respectively divided
by a weighted average number of shares in issue of 583,729,175.

The accompanying notes (1) to (14) form an integral part of these financial statements
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MOBILE TELECOMMUNICATIONS COMPANY SAUDI ARABIA
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED) (continued)
FOR THE THREE AND NINE MONTH PERIODS ENDED 30 SEPTEMBER 2019

11

12

CAPITAL COMMITMENTS AND CONTINGENCIES

The Company had capital commitments of SR 2,031 million (31 December 2018: SR 1,206 million) as at the
reporting date.

The Company had contingent liabilities in the form of letters of guarantee and letters of credit amounting to SR
278 million as at 30 September 2019 (31 December 2018: SR 260 million).

The Company is subject to and also pursuing lawsuits, proceedings, penalties and fines imposed by the regulator,
municipalities and other claims from suppliers and telecommunication providers in the normal course of
business. After having consulted with its internal and external legal counsel and technical advisors, the Company
believes that these matters are not expected to have a significant impact on the financial position or the results
of operations of the Company.

ZAKAT

Zakat charge for the period

Due to negative zakat base, no zakat has been charged during the period.
Status of assessments

The Company had finalized its zakat and tax status up to 2008 and obtained the related certificate.
The Company had submitted its financial statements along with zakat and returns for the years 2009 to 2017 and
paid zakat and withholding tax according to the filed returns.

On 18 Ramadan 1436 H (corresponding to 07 July 2015), the Company received the Zakat and withholding tax
assessments from General Authority of Zakat and Tax (GAZT) for the years 2009 to 2011 whereby they asked
to pay an additional amount of SR 620 million of which SR 352 million are related to Zakat differences and SR
267 million as withholding tax subject to delay penalty payable from the due date up to the settlement date equals
to 1% for every 30 days.

Zain appealed this claim for additional payments on 27 August 2015, and was able to have the amount of SR
352 million related to Zakat revoked entirely. In addition, SR 219 million of the withholding tax claim was also
revoked.

To appeal before the High Appeal Committee (HAC), Zain completed the required conditions in the Articles of
the Saudi Tax Law, by paying the invoices issued by GAZT amounting SR 48 million on 16 November 2017
related to Withholding Tax (WHT) and issued a bank guarantee for the amount of SR 43 million related to the
penalty generated from the delay in paying the WHT.

Based on the above, Zain received the reassessment letter for the paid amount and presented its objections before
the HAC on the preliminary Appeal Committee opinion on 19 November 2017.

There is no financial impact as the Company has sufficient provisions to cover these amounts.

The accompanying notes (1) to (14) form an integral part of these financial statements
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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13

14

FAIR VALUE OF FINANCIAL ASSETS AND LIABILTIES

Assets and liabilities measured at fair value in the statement of financial position are grouped into three levels
of fair value hierarchy. This grouping is determined based on the lowest level of significant inputs used in fair
value measurement, as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

All the financial assets and liabilities of the Company are carried at amortized cost. Therefore, the fair value
hierarchy disclosure which requires a three-level category of fair value is not disclosed.

The carrying values of all the financial assets and liabilities reflected in the financial statements are the
reasonable approximation of their fair values.

COMPARATIVE FIGURES

Previous year figures have been rearranged and/or reclassified, wherever necessary, for the purpose of
comparison in the financial statements. For better presentation and substance of transaction, a reclassification
made in the Statement of Financial Position for Advances to capital goods from Trade and other receivables to
Property and equipment (CWIP) for the amount of SAR 740 million as at 30 September 2019 (SAR 429 million
as at 31 December 2018).

The accompanying notes (1) to (14) form an integral part of these financial statements
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